English name

LINGYUN STEEL
STRAPPING LIMITED

Australia's anti-subsidy investigation against Chinese Color Steel Belt Appendix A List of Enterprise Information

Chinese name

EmMEENERMBARAFE

Registered a

Hongshan International
Trade City, Chengzhen
Middle Road, Junan
County, Linyi City,
Shandong Province

Economic

Hongshan
International Trade
City

Region introduction

Key Investment Promotion Projects
of Linyi City

Type of enterprise

Limited liability
company (wholly
owned by a natural
person)

Shareholder

Wang Jun

LINYI QIANGSHENG TOOLS
COLTD

I 117 i T LA A PR A )

East End of Fengming
Street, Hedong Industrial
Park

Shandong Linyi
Hedong Industrial
Park

A PTovVITIC naustTar park
approved by the Shandong
Provincial Government in 2006. The
current area is mainly composed of
three parts: the built-up area of
Hedong Industrial Park, the north

area of Linyi Economic and
Tachnalagical Daval, Zon

Company limited by
shares (unlisted,
invested or
controlled by natural
persons)

Meng Qingdeng, Meng
Fanxin, Liu Zigiang

SHANGHAI JXMEC IMPORT
& EXPORT CO.LTD.

MR T DA IR A F

Room 18E, No. 985
Dongfang Road, China
(Shanghai) Pilot Free Trade
Zone

China (Shanghai)
Pilot Free Trade
Zone

Formally established on September
29, 2013, a regional free trade zone
established by the Chinese
government in Shanghai.

Limited liability
company ( invested
or controlled by
natural persons)

Zhou Qiugi, Yu Jun, Ruan
Huafeng, Tang Qin

HEBEI RICON WIRE MESH
LTD

The corresponding Chinese
name was not found

Hengshui City, Hebei
Province

Hebei Anping
Industrial Park

FOTTTETTy KTTOWT &S G (RIpITg)
International Wire Mesh Industrial
Base; A series of preferential
policies such as "Interim Measures
for Preferential Policies for the
Construction of Anping County
Industrial Park Projects", "Anping
County Industrial Park Management
and Service Measures", "Anping
County Industrial Park Land Use

Int, V) " A,

w

BEKAERT JIANGYIN WIRE

PRODUCTS

IRADR/RENLFImARA
El

Jiangyin City Economic
Development Zone, Jiangsu
Province (No. 288 Binjiang
East Road, Jiangyin City)

Jiangyin Economic
Development
Zone, Jiangsu
Province

On June 15, 2011, it was officially
approved by the State Council to be
upgraded to a National Hi-Tech
Industrial Development Zone. After
years of construction, it has initially
formed an industrial system
integrating advanced manufacturing
industries such as special steel new
materials and metal products,
microelectronics integrated circuits,
high-end intelligent equipment,
modern biomedicine and medical
services, and modern service
industries such as headquarters
economy and technology finance.

Limited liability
company(sole
proprietorship of
legal person of
Taiwan, Hong Kong
and Marco)

BEKAERT WIRE PRODUCTS
HONG KONG LIMITED

Note:

National Economic and
Technological Development Zone

National Hi-Tech Zone

National Bonded Zone;

Special Economic Area

National Export Processing Zone;
and

other national zones




Policy measures

Applicable objects and conditions

Corporate income tax preferential policies

Types

Established before the promulgation of the Corporate Income
Tax Law (March 16, 2007)

Transition or treatment

2008|2009(2010| 2011

2012

Enjoys 15% income

FEWEWS

. - . 1.1.1 18%| 20%| 22%| 24%| 25%
11 Enjoys the original preferential tax rate
" |income tax rate according to law Enjoys 24% income o
The preferential corporate 1.1.2 tax rate 25%
income tax projects before f ; ;
the promulaation of the Regular preferential tax rates such|1.2.1 Has sFarted to enjoy Co.nitlnues to |mpl.ement the
p 9 e the discount original preferential measures
Corporate Income Tax Law | 1.2 ducti pf_ i d No preferential - . oo
entered a transitional period RS GIEINS CIF RS QEM TS el The promotion period starts
p five reductions 1.2.2 treatme.nt because of| from 2008
no profit
2 |Preferential Policies for Western Development Continues to execute
The enterprise meets the conditions for enjoying the May independently choose the
3 |[transitional preferential policies and the preferential policies |applicable preferential policies
of the Corporate Income Tax Law but shall not change
May choose to apply the
original tax rate and
Recognized as a high-tech enterprise 1.1 |halve the tax, and Choose the applicable
Notice of the State . implement transitional | ofarential policies of the
Administration of Taxation preferences
Tahoo5e old and new Corporate
on Further Clarifying the Meets the conditions for enjoying regular preferential tax ?/I;/y Cr:fc;i:r:g:;?:z:: Income Tax Laws
Issues Concerning the rates such as two exemptions and three reductions or five 1.2 tax :apte for high-tech
Implementation of exemptions and five reductions, and is within the half period terori 9
Preferential Policies during enterprises
the Transition Period of May choose to halve the )
Corporate Income Tax (GS Recognized as a high-tech enterprise 2.1 |tax at the statutory rate |Choose the applicable
Letter [2010] No. 157) 2 of 25% preferential policies of the
Complys with the preferential conditions for the regular May choose to apply the new Corporate Income Tax
halving of corporate income tax for software manufacturers 2.2 |15% tax rate for high- vy
and integrated circuit manufacturers tech enterprises
Notice of Ministry of 1.1 Implements the transitional preferential policy of halving
Finance and State " |corporate income tax regularly 1 Halved at the original
Administration of Taxation applicable tax rate Limited to transitional
on Several Issues relating Implements the preferential policy of periodically halving R
R 1.2 . corporate income tax
to Implementation of corporate income tax for the Western Development X . lici
Corporate income tax The tax rate will be incentive policies
. .. 0,
Incentive Policies (CS 2 The preferential policy of periodically halving the collection By ?z::ifi;:ltar]((;dzisnét;aex

[2009] No. 69)

stipulated by the new Corporate Income Tax Law

new corporate income

tax law
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Announcement of the State Administration of Taxation on Issues Relating to
Implementation of Inclusive Income Tax Relief Policy for Small Low-profit Enterprises

RYXHX: ERHMSEZE Promulgation Authorities:State Administration of Taxation
&AfMHEHEE:  2019.01.18 Promulgation Date: 2019.01.18
4HHET . 2019.01.18 Effective Date: 2019.01.18
AU MITEH Validity Status: valid

ExmFERAE State Administration of Taxation
X5 Document Number:

2019F5E25 Announcement [2019] No. 2

EZ S B BRT L N A
AV M R R R B SeialRR

SN
ExHFSLBAE20195525

RIE (PEARHEFMERLAT
1BF6E) RESLMEG. (MBEB
BiSREXR TV S
B BERANER) (4%
(2019) 138, LATEHR (@
) ) SE , THNERFI R
e e RN e T=PSE YN
FHUTF :

—. B2019F181HZE2021512
B318 , XNBUFI AL F RN RTS
BANEBIS 1005 TTHIERS | imi&25%it A\
RIZNREFTISER | $220%A9F el
PSR ; I NANF S AIERIY 1005 7T
BB 3005 TTHIEBS | IdR50%IT A
RIEARTEFTISER | $220%ATF 4 E il
PSHL.

INEY RV TEIE R EIKAEUL
B BB ST TRV S
B, AER EAMUEBEBER.

Y /N L AN A 2 =
MEEZRIBRHFFIZELEATI , BRBIFF
BEENB TSI EIT30057T. M
WAEABISI00A., BF-EEAET
50005 TTFE="FARIEL, =,
%;ﬂ?r%Uﬁﬂﬁﬁ?@fﬁéﬁ—iﬁi‘ﬁé}%ﬁ

Announcement of the State Administration of Taxation on
Issues Relating to Implementation of Inclusive Income Tax

Relief Policy for Small Low-profit Enterprises
State Administration of Taxation Announcement [2019] No. 2

Pursuant to the provisions of the Enterprise Income Tax Law
of the People's Republic of China and its Implementation
Regulations, the Notice of the Ministry of Finance and the
State Administration of Taxation on Implementation of
Inclusive Tax Relief Policy for Small Low-profit Enterprises
(Cai Shui [2019] No. 13, hereinafter referred to as the
"Notice") etc, announcement is hereby made on issues
relating to inclusive income tax relief policy for small low-

profit enterprises as follows:

1. During the period from 1 January 2019 to 31 December
2021, the portion of annual taxable income amount of a small
low-profit enterprise which does not exceed RMB1 million
shall be computed at a reduced rate of 25% as taxable
income amount, and be subject to enterprise income tax at
20% tax rate; the portion of annual taxable income amount
which exceeds RMB1 million but does not exceed RMB3
million shall be computed at a reduced rate of 50% as taxable
income amount, and be subject to enterprise income tax at

20% tax rate.

Regardless if a small low-profit enterprise pays enterprise

page 1 of 4
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income tax by way of levying based on accounts examination
or levying based on assessment, the enterprise may enjoy the

aforesaid incentives.

2. Small low-profit enterprises referred to in this
Announcement shall mean enterprises engaging in non-
restricted and non-prohibited businesses, which satisfy three
criteria simultaneously, namely, annual taxable income
amount does not exceed RMB3 million, staff headcount does
not exceed 300 and total assets do not exceed RMB50

million.

3. Small low-profit enterprises shall make quarterly

prepayment of income tax.

At the time of prepayment of enterprise income tax, the total
assets amount, staff headcount and annual taxable income
amount of the small low-profit enterprise shall temporarily be
determined in accordance with the figures as at the end of
the current declaration period for the current year. Therein,
the quarterly average figure of the total assets amount and
staff headcount as at the end of the current declaration
period shall be computed with reference to the "quarterly
average figure for the year" formula stipulated in Article 2 of
the Notice; the annual taxable income amount shall
temporarily be determined in accordance with the criteria for
not exceeding RMB3 million as at the end of the current

declaration period.

When an enterprise which originally does not satisfy the
criteria for small low-profit enterprises makes prepayment of
enterprise income tax during a year, if the enterprise is
deemed to satisfy the criteria for small low-profit enterprises
pursuant to the provisions of Article 3 of this Announcement,
it shall compute and enjoy income tax relief policy for small
low-profit enterprises in accordance with the cumulative
figures as at the end of the current declaration period. Where
the prepayment of enterprise income tax by the enterprise is

excessive due to the enterprise not satisfying small low-profit

page 2 of 4



enterprise criteria prior to current period, the over-paid
amount may be offset against enterprise income tax amount

to be prepaid in future quarter(s).

Where an enterprise making monthly prepayment of
enterprise income tax is deemed to satisfy small low-profit
enterprise criteria pursuant to the provisions of Article 3 of
this Announcement when declaring prepayment in April, July
and October of the current year, the enterprise shall change
to quarterly prepayments with effect from the next
declaration period for prepayment, and no change in the

current year shall be allowed once adjustment is made.

5. When a small low-profit enterprise makes prepayment,
computation and settlement of enterprise income tax, it may
enjoy income tax relief policy for small low-profit enterprises,
through completing the relevant contents in the tax

declaration form.

6. Where an enterprise subject to levying based on
assessment of taxable income amount needs to adjust the
fixed amount pursuant to the provisions on income tax relief
policy for small low-profit enterprises, the tax authorities in
charge shall adjust in accordance with the procedures, and

promptly notify the enterprise of the adjustment.

7. Where an enterprise making prepayment of enterprise
income tax has enjoyed income tax relief policy for small low-
profit enterprises, if it does not comply with the provisions of
Article 2 of the Notice when making computation and
settlement of enterprise income tax, the enterprise shall top
up enterprise income tax pursuant to the provisions.

I\. (EFHBLBXTFTEM 8. The Announcement of the State Administration of Taxation
SESCH—E ANBUMFIAVER/S  on Tax Collection Issues Relating to Implementing Further
MEBSSEEA IR Widening the Scope of Income Tax Incentives for Small Low-
£) (ExmMEBLELBAE20185F5  profit Enterprises (State Administration of Taxation
405 ) 1E2018FEERWAREFECE  Announcement [2018] No. 40) shall be repealed upon
iBHERERL. completion of computation and settlement of enterprise

income tax for Year 2018.

S N=N
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Announcement is hereby made.
ExHS B

18 January 2019
20195F1818H

31, FEESE

page 4 of 4



&) Wolters Kluwer
China

Fhi A RIEE/RIVFRISHIZE ( 2018(E1E )
Corporate Income Tax Law of the People's Republic of China (Amended in 2018)
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Promulgation Date: 2018.12.29
Effective Date: 2018.12.29
Validity Status: valid

Corporate Income Tax Law of the People's Republic of
China (Amended in 2018)

(Adopted at the 5th Session of the Tenth National People's
Congress on March 16, 2007, amended for the first time in
accordance with the Decision on Revision of the Corporate
Income Tax Law of the People's Republic of China adopted at
the 26th Session of the Standing Committee of the Twelfth
National People's Congress of the People's Republic of China
on February 24, 2017, and amended for the second time in
accordance with the Decision on Revision of Four Laws
Including the Electric Power Law of the People's Republic of
China adopted at the 7th Session of the Standing Committee
of the Thirteenth National People's Congress on December
29, 2018)

Chapter 1 General Provisions

Article 1 Enterprises and other organizations that derive income from
or have income accruing in the People's Republic of China
(hereinafter collectively referred to as "enterprises") shall be
corporate income tax payers with corporate income tax payable
pursuant to the provisions of this Law.

This Law shall not apply to enterprises wholly-owned by an

individual and partnership enterprises.

Article 2 Enterprises shall be divided into resident enterprises and
non-resident enterprises.

A resident enterprise referred to in this Law shall mean, an

enterprise lawfully incorporated in China, or an enterprise
page 1 of 16
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lawfully incorporated pursuant to the laws of a foreign
country (region) but where actual management functions are

conducted in China.

A non-resident enterprise referred to in this Law shall mean,
an enterprise lawfully incorporated pursuant to the laws of a
foreign country (region) that has an office or premises
established in China with no actual management functions
performed in China, or an enterprise that has income derived
from or accruing in China although it does not have an office

or premises in China.

Article 3 Corporate income tax shall be payable by a resident
enterprise for income derived from or accruing in or outside China.

Corporate income tax shall be payable by a non-resident
enterprise, for income derived from or accruing in China by its
office or premises established in China, and for income
derived from or accruing outside China for which the

established office or premises has a de facto relationship.

Where the non-resident enterprise has no office or premises

established in China or the income derived or accrued has no
de facto relationship with the office or premises established,

corporate income tax shall be payable by the non-resident

enterprise for income derived from or accruing in China.

Article 4 The corporate income tax shall be at the rate of 25%.

The applicable tax rate for income of a non-resident
enterprise under the provisions of the third paragraph of

Article 3 shall be 20%.

Chapter 2 Taxable Amount of Income

Article 5 The taxable amount of income of an enterprise shall be the
total income of the enterprise in each tax year less non-taxable
income, tax-exempt income, various deductions and permitted
amount of losses in previous years made good.
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Article 6 The total income of an enterprise comprises monetary and
non-monetary forms of income received by the enterprise from
various sources, which include:

(1) income from sale of goods;
(2) income from provision of labor services;
(3) income from transfer of property;

(4) gains from dividends, bonus issues or other returns on

equity investment;

(5) interest income;

(6) rental income;

(7) income from royalties;

(8) income from gifts and donations; and

(9) other income.

Article 7 The following income within the total income is deemed as
non-taxable income:

(1) financial allocation;

(2) administrative and institutional expenses and government
funds lawfully collected and brought under financial

administration;

(3) other non-taxable income stipulated by the State Council.

Article 8 Costs, expenses, taxes, losses and other reasonable
expenditure incurred in relation to income received by an enterprise
may be deducted when computing the taxable amount of income.

Article 9 Expenditure in the form of charitable donations and gifts
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which falls within 12% of the gross annual profit by an enterprise,
may be deducted when computing the taxable amount of income;
the portion in excess of 12% of the gross annual profit may be carried
forward for deduction when computing the taxable amount of
income for the next three years.

Article 10 The following expenditures may not be deducted when
computing the taxable amount of income:

(1) dividends, bonus issues or other returns on equity

investment issued to investors;

(2) corporate income tax;

(3) late tax payment fine;

(4) penalties, fines and losses on confiscated property;

(5) expenditures in the form of donations and gifts other than

those stipulated in Article 9;
(6) sponsorship expenditure;

(7) expenditures out of the capital reserves that have yet been

audited and determined;

(8) other expenses unrelated to income.

Article 11 Fixed asset depreciation computed by an enterprise
pursuant to provisions may be deducted when computing the taxable
amount of income.

Depreciation is not deductible for the following fixed assets:

(1) fixed assets other than houses and buildings that have not

been put into use;
(2) fixed assets rented under an operating lease;
(3) fixed assets rented out under a financing lease;

(4) fixed assets still in use despite havina been fully
page 4 of 16
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depreciated;
(5) fixed assets unrelated to business activities;

(6) independently valued land that is regarded as a fixed asset

account entry; and

(7) other fixed assets for which deduction of depreciation is

not allowed.

Article 12 Amortization of intangible asset expenses computed by an
enterprise pursuant to provisions may be deducted when computing
the taxable amount of income.

Amortization of expenses is not deductible for the following

intangible assets:

(1) expenditure for intangible assets developed by the
enterprise that have already been deducted during

computation of the taxable amount of income;
(2) individually created goodwill;
(3) intangible assets unrelated to business activities;

(4) other intangible assets for which deduction of

amortization expenses is not allowed.

Article 13 The following expenditures incurred by an enterprise as
long-term prepaid expenses that are amortized pursuant to
provisions may be deducted when computing the taxable amount of
income:

(1) expenditure for the reconstruction of fixed assets which

have been fully depreciated;

(2) expenditure for the reconstruction of fixed assets under
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lease;
(3) expenditure for the overhaul of fixed assets; and

(4) other expenditure which ought to be regarded as long-

term prepaid expenses.

Article 14 Asset investment costs for asset investments made by an
enterprise during the period of external investment may not be
deducted when computing the taxable amount of income.

Article 15 Inventory costs computed by an enterprise pursuant to
provisions for inventory used or sold by the enterprise may be
deducted when computing the taxable amount of income.

Article 16 The net value of an asset transferred by an enterprise may
be deducted when computing the taxable amount of income.

Article 17 When an enterprise consolidates computation of the
corporate income tax payable, it shall not set-off an overseas
business entity's losses against the profits of a business entity in
China.

Article 18 Where an enterprise incurs a loss in a tax year, the
enterprise is allowed to carry the loss forward to subsequent years to
be set-off against income from subsequent years, provided the loss
carried forward does not exceed five years.

Article 19 The taxable amount of income for income derived by or
accruing to a non-resident enterprise pursuant to the provisions of
the third paragraph of Article 3 shall be computed as follows:

(1) the taxable amount of income for gains from dividends,
bonus issues or other returns on equity investment, and
income from interest, rental and royalty shall be the total

amount of gains or income;

(2) the taxable amount of income for a transfer of property
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shall be the total amount of income from the transfer less the

net value of the property; and

(3) the taxable amount of income for all other income shall be
computed with reference to the above methods stipulated in

items (1) and (2).

Article 20 The specific scopes, standards and asset tax treatment
measures for incomes and deductions stipulated in this Chapter shall
be formulated by the finance and taxation departments of the State
Council.

Article 21 Where an enterprise's financial and accounting methods
during computation of the enterprise's taxable amount of income are
inconsistent with the provisions in tax laws and administrative
regulations, the provisions in laws and administrative regulations shall
prevail.

Chapter 3 Tax Amount Payable

Article 22 The amount of tax payable by an enterprise shall be its
taxable amount of income multiplied by the applicable tax rate less
any tax reduction and exemption incentives stipulated in this Law.

Article 23 Where an enterprise has paid income tax overseas for any
of the following income derived, the income tax paid overseas may
be used to set-off the amount of tax payable for the current period;
the total allowable amount of tax set-off shall be limited to the total
amount of tax payable over such income pursuant to the provisions
of this Law; amounts in excess of the tax set-off limit for the current
period may be used to set-off the amount of tax payable for
subsequent periods within their tax set-off limits within the next five
years:

(1) taxable income derived by a resident enterprise outside
China;

(2) taxable income derived from or accruing outside China by
a non-resident enterprise with office or premises established
in China for which the income has a de facto relationship with

the offices or premises in China.
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Article 24 Where dividends, bonus issues or other returns on equity
investment gains from sources outside China are distributed to a
resident enterprise by a foreign enterprise controlled directly or
indirectly by the resident enterprise, the portion of overseas income
tax paid by the foreign enterprise for the said gains which is part of
corporate income tax may be set-off against the amount of overseas
income tax payable by the resident enterprise within the tax set-off
limits stipulated in Article 23.

Chapter 4 Tax Incentives
Article 25 The State grants corporate income tax incentives to key
industries and projects supported and encouraged by the State.

Article 26 The following enterprise income shall be tax-exempt
income:

(1) income from interest on treasury bonds;

(2) gains from dividends, bonus issues or other returns on

equity investment between qualified resident enterprises;

(3) gains from dividends, bonus issues or other returns on
equity investment obtained by a non-resident enterprise with
an office or premises established in China, from a resident
enterprise which has a de facto relationship with the offices or

premises; and

(4) income of qualified non-profit organizations.

Article 27 Corporate income tax may be reduced or exempted for the
following enterprise income:

(1) income from agriculture, forestry, husbandry and fishery

projects;

(2) income from investment in and operation of key public

infrastructure projects supported by the State;
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(3) income from qualified environmental protection, energy

conservation and water conservation projects;
(4) income from qualified technology transfer projects; and

(5) income stipulated under the third paragraph of Article 3.

Article 28 Corporate income tax for qualified small profit enterprises
shall be at a reduced tax rate of 20%.

Corporate income tax for key advanced and new technology
enterprises supported by the State shall be at a reduced tax
rate of 15%.

Article 29 The autonomous agency of an ethnic autonomous region
may reduce or exempt the autonomous region's share of entitlement
to corporate income tax payable by enterprises of the ethnic
autonomous regions. The decision of an autonomous prefecture or
autonomous county to reduce or exempt corporate income tax must
be submitted to the People's Government of the relevant province,
autonomous region or centrally-administered municipality for
approval.

Article 30 The following expenditure of an enterprise may be
deducted when computing the taxable amount of income:

(1) research and development expenses for the development

of new technologies, new products and new processes;

(2) wage payments for placement arrangements of disabled

employee and other employees as encouraged by the State.

Article 31 Where venture capital enterprises engage in key venture
capital investments supported and encouraged by the State, the
taxable amount of income may be set-off against a certain
percentage of the investment amount.
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Article 32 Where accelerated depreciation of an enterprise's fixed
assets is necessary as a result of advancement in technology, the total
number of years of depreciation may be reduced or an accelerated
depreciation method may be adopted.

Article 33 Income from the consolidated utilization of resources and
the manufacture of products which comply with State industrial
policy provisions may be deducted when computing the taxable
amount of income.

Article 34 Investments by an enterprise in the acquisition of special
facilities for environmental protection, energy conservation, water
conservation, work safety and other special facilities may be set-off
against the taxable amount based on a certain percentage.

Article 35 Specific measures on tax incentives stipulated by this Law
shall be formulated by the State Council.

Article 36 The State Council may, pursuant to the needs of the
national economy and social development or any major effect that
unexpected events may have on enterprise business activity,
formulate special incentive policies for corporate income tax and file
records with the Standing Committee of the National People's
Congress.

Chapter 5 Deduction at Source

Article 37 Income tax over non-resident enterprise income pursuant
to the provisions of the third paragraph of Article 3 shall be subject to
withholding at the source, where the payer shall act as the
withholding agent. The tax amount for each payment made or due
shall be withheld by the withholding agent from the amount paid or
payable.

Article 38 The tax authorities may designate the payer of project fees
or labor service fees as the withholding agent to withhold income tax
over non-resident enterprise income derived in China from projects
or the provision of labor services.
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Article 39 Where a withholding agent fails to withhold tax or perform
tax withholding obligations pursuant to the provisions of Article 37
and Article 38, the taxpayer shall pay tax at the place where the
income is derived. Where the taxpayer fails to pay tax pursuant to
law, the tax authorities may demand payment of the tax amount
payable, from a payer of the taxpayer with payable tax amounts from
other taxable income items in China.

Article 40 Withholding agents shall turn over tax withheld to the
Treasury within seven days from the date of withholding and file a
corporate income tax withholding report with the tax authorities at
their location.

Chapter 6 Special Tax Adjustment

Article 41 Where business dealings between an enterprise and its
interested parties fail to comply with the independent transaction
principle, and reductions are made to the taxable income or the
amount of income of the enterprise or its interested parties, the tax
authorities have a right to make adjustments according to a
reasonable method.

Where intangible assets are jointly developed or transferred
by an enterprise and its interested party, or labor services are
jointly provided or received by an enterprise and its interested
party, costs shall be apportioned according to the
independent transaction principle when computing the

taxable amount of income.

Article 42 An enterprise may propose the pricing principle and
computation method for business dealings between the enterprise
and its interested parties to the tax authorities. Pre-determined
pricing arrangements shall be concluded after negotiation and
confirmation between the tax authorities and the enterprise.

Article 43 An enterprise shall attach an annual interested party
business dealings report for all business dealings between the
enterprise and its interested parties when filing annual corporate
income tax returns.

Where the tax authorities conduct investigations into

interested party business dealings, the enterprise and its
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interested parties and other enterprises related to the
interested party business dealing under investigation shall

provide the relevant information pursuant to the provisions.

Article 44 Where an enterprise fails to provide information on a
business dealing between the enterprise and its interested parties, or
provides false or incomplete information which fails to reflect the true
nature of the interested party business dealing, the tax authorities
have the right to determine the taxable amount of income pursuant
to law.

Article 45 Where the actual tax burden of an establishment controlled
by a resident enterprise or by a resident enterprise jointly with
Chinese residents, is clearly lower than an enterprise in a country
(region) stipulated in the first paragraph of Article 4, and any
undistributed or reduced distribution of profit does not result from
reasonable operational needs, the share of the said profit attributable
to the resident enterprise shall be included as income of the resident
enterprise for the current period.

Article 46 The interest expenditure incurred by an enterprise for the
proportion of debt securities investments and equity investments
made by its interested parties which exceed stipulated standards shall
not be deducted when computing the taxable amount of income.

Article 47 Where the taxable income or amount of income of an
enterprise is reduced as a result of arrangements with no reasonable
commercial objectives implemented by the enterprise, the tax
authorities have a right to make adjustments according to a
reasonable method.

Article 48 Where the tax authorities have made tax adjustments
pursuant to the provisions of this chapter and the taxpayer is required
to make up outstanding tax payments, the additional tax amount
shall be levied and collected with interest pursuant to the provisions
of the State Council.

Chapter 7 Administration of Levying and Collection

Article 49 The administration of levying and collection of corporate
income tax shall comply with the provisions of this Law and the
provisions of the Law of the People's Republic of China on
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Administration of Tax Levying and Collection.

Article 50 Unless tax laws and administrative regulations provide
otherwise, the place of incorporation shall be the location for tax
payment by a resident enterprise; and the place of the actual
management office shall be the location for tax payment by
enterprises incorporated overseas.

Where a resident enterprise has established a non-legal-
person business entity in China, corporate income tax shall be

computed and paid in a consolidated basis.

Article 51 Where a non-resident enterprise derives income pursuant
to the second paragraph of Article 3, the office or premises of the
entity shall be the location for tax payment. Where a non-resident
enterprise has established two or more offices or premises in China
and meets the conditions prescribed by the taxation department of
the State Council, the non-resident enterprise may arrange for its
main office or premises to pay tax in a consolidated basis.

Where a non-resident enterprise derives income pursuant to
the third paragraph of Article 3, the location of the

withholding agent shall be the venue for tax payment.

Article 52 Unless the State Council stipulates otherwise, enterprises
shall not make combined payments of corporate income tax.

Article 53 Corporate income tax shall be computed based on a tax
year. A tax year commences in 1 January and ends in 31 December of
a calendar year.

Where an enterprise commences operations or terminates
business activities during a tax year and the actual period of
business operations within the tax year is less than 12 months,
the actual period of business operations shall be deemed as a

tax year.

When an enterprise undergoes liquidation pursuant to law,

the period of liquidation shall be deemed as a tax year.
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Article 54 Corporate income tax shall be prepaid on a monthly or
quarterly basis.

Enterprises shall file corporate income tax returns with the tax
authorities and prepay tax within 15 days after each month or

quarter ends.

Enterprises shall file annual corporate income tax returns with
the tax authorities within five months after each year ends,
compute the tax payment and settle tax payments and

refunds.

Enterprises shall attach the financial accounting report and
other relevant materials pursuant to the provisions when

filing corporate income tax returns.

Article 55 Where business activity is terminated by an enterprise
during the year, it shall compute and settle corporate income tax for
the current period with the tax authorities within 60 days after the
date of termination of operations.

The enterprise shall compute the income, file tax returns with
the tax authorities and pay corporate income tax before

completing de-registration formalities.

Article 56 Corporate income tax paid pursuant to this Law shall be
computed in Renminbi. Where the computation is made in a currency
other than Renminbi, a Renminbi conversion shall be made for tax
payment purposes.

Chapter 8 Supplementary Provisions

Article 57 Enterprises approved and incorporated prior to the
promulgation of this Law and subject to low tax rates pursuant to tax
laws and administrative regulations may implement a progressive
transition to the tax rates stipulated in this Law within five years from
the implementation of this Law pursuant to the provisions of the
State Council; enterprises entitled to tax reductions and exemptions
for a fixed period may, upon implementation of this Law, continue to
enjoy the entitlements until the fixed period expires; but the
preferential treatment period shall commence from the year of
implementation of this Law for enterprises which have yet to make a
profit to enjoy the entitlement.
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Advanced and new technology enterprises in statutory
designated areas for foreign economic cooperation and
technological exchange, and advanced and new technology
enterprises in areas where special regional policies of the
State Council are implemented, may be entitled to transitional
tax incentives; the specific measures shall be stipulated by the

State Council.

Other encouraged enterprises determined by the State shall
be entitled to tax reduction and exemption incentives

pursuant to the provisions of the State Council.

Article 58 Where any tax treaty concluded between the Government
of the People's Republic of China and a foreign government contains
provisions which differ from the provisions of this Law, the provisions
of the relevant tax treaty shall prevail.

Article 59 The State Council shall formulate the implementation
regulations pursuant to this Law.

Article 60 This Law shall be effective January 1, 2008, repealing
simultaneously the Corporate income tax Law of the People's
Republic of China for Foreign Investment Enterprises and Foreign
Enterprises adopted by the 4th Session of the Seventh National
People's Congress on April 9, 1991 and the Provisional Regulations of
the People's Republic of China on Corporate income tax promulgated
by the State Council on December 13, 1993.
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The Annual Enterprise Income Tax Declaration Returns(Category A) Of People's Republic of China

Line
NO. |- Category Items Amount
1 1.Business income (fill in A101010\101020\103000)
2 Less Operating expenses (fill in A102010\102020\103000)
3 Less:Sales tax
4 Less:Selling expense (fill in A104000)
5 Less:G&A expense (fill in A104000)
6 Profit Less:Finance expense (fill in A104000)
7 before |Less:impairment loss of assets
8 tax Add:The profits and losses on the changes in fair value
9 Add:Investment Income
10 2.Profit from operation (1-2-3-4-5-6-7+8+9)
11 Add:Non-operating income (fill in A101010\101020\103000)
12 Less:Non-operating expense (fill in A102010\102020\103000)
13 3.Profit before tax  10+11-12
14 Less:Foreign income  fill in A108010
15 Add:Additional for tax adjustment  fill in A105000
16 Less:Deduction for tax adjustment  fill in A105000
17 Less:Tax-exempt Income&Less Accured Income&Additional deduction  fill in A107010
18 '_I'axable Add:Foreign Taxable Income to Cover the Territory of Loss  fill in A108000
19 | caloutation [A-PTofit after adjustment  13-14+15-16-17+18
20 Less:Income reduction  fill in A107020
21 Less:Deductible Taxable Income fill in A106000
22 Less:Prior Year Loss  fill in A107030
23 5.Taxable Income  19-20-21-22
24 Tax rate(25%)
25 6.Enterprise income tax payable 23x24
26 Less:Tax-free Tax Payable fill in A107040
27 Less: Deductable Tax Payable  fill in A107050
28 7.Tax Payable after adjustment = 25-26-27
29 | Add: Oversea Tax Payable fill in A108000
ncome
30 tax Less: Deductable Oversea Tax Payable  fill in A108000
31 | payable [8Actual Tax Payable 28+29-30
calculation - —
32 Less: Tax Paid in current year
33 9.Final Tax Payable 31-32
34 Of which:The total amount of Final Tax Payable assessed for the total organization
35 The total amount of Final Tax Payable assessed for the financial centralized distribution
The total amount of Final Tax Payable assessed for the principal production and operation
36 departments of the main body
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of Enterprises (Amended in 2019)

Promulgation Authorities:  State Council

Promulgation Date: 2019.03.02
Effective Date: 2019.03.02
Validity Status: valid

Provisional Regulations on the Supervision and Administration of

State-owned Assets of Enterprises

PART ONE: GENERAL PROVISIONS
Article 1.

These Regulations are formulated in order to establish a system for
the supervision and administration of State-owned assets that is in
accord with the requirements of a socialist market economy, to
further improve State-owned enterprises, to promote the strategic
adjustment of the distribution and structure of the State-owned
economy, to develop and expand the State-owned economy, and to
realize the maintenance and increase in the value of State-owned

assets.
Article 2.

These Regulations shall apply to the supervision and administration
of State-owned assets of State-owned enterprises, State-controlled
enterprises, and enterprises in which the State has an equity

participation.

These Regulations shall not apply to the supervision and

administration of State-owned assets of financial institutions.
Article 3.
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For the purposes of these Regulations, the term "State-owned assets
of enterprises” shall refer to all forms of investment by the State in
enterprises, the rights and interests created by such investment, and
other rights and interests that are determined as being owned by

the State according to law.
Article 4.

State-owned assets of enterprises are owned by the State. The State
shall implement a system for administration of State-owned assets
wherein the State Council and the local people's governments
respectively perform the duties of investors and enjoy the rights and
interests of owners on behalf of the State, wherein the rights,
obligations and responsibilities are unified and the administration of

assets, personnel and matters are combined.
Article 5.

The State Council shall, on behalf of the State, perform the duties of
investors in large State-owned or State-controlled enterprises, or in
which the State has an equity participation and that are vital to the
national economy or related to national security, and in enterprises
that are State-owned, State-controlled or in which the State has an
equity participation that are in sectors such as major infrastructure
and important natural resources, etc. The enterprises in which the
State Council performs the duties of investors shall be determined

and announced by the State Council.

The people's governments of provinces, autonomous regions and
municipalities directly under the central government, and the
people's governments at the level of municipalities divided into
districts and autonomous prefectures shall respectively perform the
duties of investors on behalf of the State in State-owned enterprises,
State-controlled enterprises, or enterprises in which the State has an
equity participation other than those in which the State Council
performs the duties of investors. The people's governments of
provinces, autonomous regions and municipalities directly under the
central government shall determine and announce the State-owned
enterprises, State-controlled enterprises and enterprises in which the

State has an equity participation in which they perform the duties of
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investors and shall report the same to the State-owned assets
supervision and administration authority of the State Council for
record filing. The people's governments at the level of municipalities
divided into districts and autonomous prefectures shall determine
and announce the State-owned enterprises, State-controlled
enterprises and enterprises in which the State has an equity
participation in which they perform the duties of investors and shall
report the same to the State-owned assets supervision and
administration authority of the people's governments of the
provinces, autonomous regions and municipalities directly under the

central government for record filing.

The enterprises in which the State Council, the people’s
governments of provinces, autonomous regions or municipalities
directly under the central government and the people’s
governments at the level of municipalities divided into districts and
autonomous prefectures perform the duties of investors shall

hereinafter be referred to as "Funded Enterprises”.
Article 6.

The State Council, the people's governments of provinces,
autonomous regions and municipalities directly under the central
government and the people's governments at the level of
municipalities divided into districts and autonomous prefectures
shall respectively set up State-owned assets supervision and
administration authorities. State-owned assets supervision and
administration authorities shall, in accordance with their authorized
powers, perform the duties of investors in accordance with the law
and supervise and administer the State-owned assets of enterprises

in accordance with the law.

Municipalities divided into districts and autonomous prefectures
that have relatively few State-owned assets in enterprises may,
subject to the approval of the people's government of the province,
autonomous region or municipality directly under the central
government, be exempted from the requirement of setting up an
independent State-owned assets supervision and administration

authority.
Article 7.

All levels of people's aovernments shall rigorously implement the
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laws and regulations on the administration of State-owned assets,
separate the public administration function of government from that
of investors of State-owned assets, maintain the separation of
government and enterprise and implement the separation of

ownership and right of operation.

State-owned assets supervision and administration authorities shall
not carry out the public administration function of government.
Other government authorities and departments shall not perform

the duties of investors of State-owned assets of enterprises.
Article 8.

State-owned assets supervision and administration authorities shall
establish sound systems of internal supervision in accordance with
the provisions of these Regulations and other relevant laws and
administrative regulations, and shall rigorously implement laws and

administrative regulations.
Article 9.

In the case of war, serious natural disaster or other major urgent
circumstances, the State may centrally allocate or dispose of the

State-owned assets of enterprises in accordance with the law.
Article 10.

Funded Enterprises and enterprises invested in and established by
them shall enjoy the right of autonomous operation in accordance

with the relevant laws and administrative regulations.

State-owned assets supervision and administration authorities shall
support autonomous operation of enterprises in accordance with
the law and may not interfere in the production and operation
activities of enterprises except when carrying out their duties as

investor.
Article 11.

Funded Enterprises shall work hard to improve their economic
efficiency and shall be responsible for maintaining and increasing
the value of the State-owned assets of enterprises that they operate

with and administer.
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Funded Enterprises shall accept supervision and administration of
State-owned assets supervision and administration authorities in
accordance with the law, and may not harm the lawful rights and
interests of the owner of State-owned assets of enterprises or other

investors.

PART TWO: STATE-OWNED ASSETS SUPERVISION AND ADMINISTRATION
AUTHORITIES

Article 12.

The State-owned assets supervision and administration authority of
the State Council is a directly subordinate authority specially

established to perform the duties of investors on behalf of the State
Council and is responsible for the supervision and administration of

State-owned assets of enterprises.

The State-owned assets supervision and administration authorities
of people's governments of provinces, autonomous regions and
municipalities directly under the central government and those of
people's government at the level of municipalities divided into
districts and autonomous level are directly subordinate authorities
specially established to perform the duties of investors on behalf of
the people's government at their level and are responsible for the

supervision and administration of State-owned assets of enterprises.

The State-owned assets supervision and administration authority of
people's governments at higher levels shall guide and supervise
work on supervision and administration of State-owned assets of

people's governments at lower levels in accordance with the law.
Article 13.

The main duties of State-owned assets supervision and

administration authorities shall be:

(1) to perform the duties of investors and to safeguard owners'
rights in accordance with laws and regulations such as the PRC,

Company Law;

(2) to guide and promote reform and reorganization of State-owned

and State-controlled enterprises;

(3) to appoint supervisors to Funded Enterprises in accordance with
regulations;
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(4) to appoint, dismiss and assess the responsible persons of Funded
Enterprises in accordance with statutory procedures, and to reward

or penalize them on the basis of the results of the assessments;

(5) to supervise the maintenance of and increase in the value of
State-owned assets of enterprises through such methods as

statistics and audits; and

(6) to perform other duties of investors and to undertake other

duties delegated to them by the government at the same level.

The State-owned assets supervision and administration authority of
the State Council may, in addition to the duties specified in the
preceding paragraph, formulate rules and regulations and systems
for the supervision and administration of the State-owned assets of

enterprises.

Article 14.

The main obligations of State-owned assets supervision and

administration authorities shall be:

(1) to promote the rational circulation and optimal distribution of
State-owned assets and to promote the adjustment of the

distribution and structure of the State-owned economy;

(2) to maintain and improve the dominance and competitiveness of
the State-owned economy in sectors vital to the national economy
and related to national security, and to improve the overall quality of

the State-owned economy;

(3) to explore effective systems and methods of operating the State-
owned assets of enterprises, to strengthen supervision and
administration work of the State-owned assets of enterprises, to
promote the maintenance of, and increase in, the value of the State-
owned assets of enterprises, and to prevent the loss of the State-

owned assets of enterprises;

(4) to guide and promote the establishment of modern enterprise
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WHIE |, TEEABEE  State-controlled enterprises;
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(5) to respect and safeguard the right of autonomous operation of
() BE. #FEH State-owned and State-controlled enterprises, to safeguard the
FEAEREWEERE  lawful rights and interests of enterprises, to promote operation and
N, BSEREFAEZEN. management of enterprises in accordance with the law, and to
=, (BHOWHGEEZEE  strengthen the competitiveness of enterprises; and

B2, EReWESES]

(6) to guide and coordinate the resolution of difficulties and
(7%) 1ESHNMERRER problems encountered in the reform and development of State-
EEREGEROWKES owned and State-controlled enterprises.

K EPHIEYERTR)T
Ft+h% Article 15.

EEAE-HEEIENM State-owned assets supervision and administration authorities shall
R Y EAFBAFRSESIE report to the government at the same level on their work on
BEAWEBEETE. B supervision and administration of the State-owned assets of
BrREEERTIEME enterprises, the maintenance of and increase in the value of State-

KEEIN, owned assets and other major matters.
F=F PIREAEE PART THREE: ADMINISTRATION OF THE RESPONSIBLE PERSONS OF
ENTERPRISES
FT K Article 16.

EEAIAEEENM  State-owned assets supervision and administration authorities shall
N7 4T ER I establish sound selection mechanisms and incentive and restraint
HIEERNEWHREARE mechanisms for responsible persons of enterprises that fulfil the
FRHEIFIRUR 29 oRA & o requirements of modern enterprise systems.

FTtF& Article 17.

EEATRESEIENK  State-owned assets supervision and administration authorities shall
IKIBEXIE , (FREERE appoint and dismiss or propose the appointment and dismissal of
WAESBFTEEEWAIEI S  the responsible persons of enterprises in accordance with relevant

=A: regulations:

(—) EREEMEL (1) appoint and dismiss the general manager, deputy general

WHIREIE, BISEIE, B manager, chief accountant and other responsible persons of wholly
SiHPRE ;= A ;  State-owned enterprises;

(Z) EREBHEL  (2) appoint and dismiss the chairman of the board of directors, the
SESEK. BIESEK. E  vice chairman of the board of directors and the directors of wholly
H, HAEIRHZEZE, 8 State-owned companies, and propose the appointment and

Ho
=
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dismissal of the general manager, deputy general manager and chief

accountant, etc. of such companies;

(3) nominate candidates for the positions of director and supervisor
of State-controlled companies, recommend candidates for the
positions of chairman of the board of directors, vice chairman of the
board of directors and chairman of the board of supervisors of
State-controlled companies, and propose candidates for the
positions of general manager, deputy general manager and chief
accountant of such companies in accordance with the articles of

association of the companies; and

(4) nominate candidates for the positions of directors and
supervisors of companies in which the State has an equity
participation in accordance with the articles of association of the

companies.

Where the State Council, the people's government of provinces,
autonomous regions or municipalities directly under the central
government, or the people's government at the level of
municipalities divided into districts or autonomous prefectures has
other provisions governing the appointment and dismissal of
responsible persons of Funded Enterprises, the relevant provisions

shall apply.
Article 18.

State-owned assets supervision and administration authorities shall
establish systems for assessment of the management performance
of responsible persons of enterprises, sign a performance contract
with the responsible persons of enterprises that they appoint, and
conduct annual and office term assessment of the responsible

persons in accordance with the performance contract.
Article 19.

State-owned assets supervision and administration authorities shall,
in accordance with relevant regulations, determine the remuneration
of the responsible persons of wholly State-owned enterprises and
companies among the Funded Enterprises, and shall decide on the
rewards and penalties for the responsible persons that they
appointed to the Funded Enterprises based on the results of the

assessments.

page 8 of 15



FENE PWEAZNEE

-y 3

EEAr L EEEG
RRIESEEREGERE
WE STV HIE | &%
HEEHEEWHNES
MmECW. EEMREATN
B, RIDHIBOES AT
HEEWHHNEFIREAE]
VTN

ETH—%

EEEhEEEG
KEREAEREFRAEEAT TS
A PRERRER,
BRBNTNDIL. &
e, fREL EEA, K
TAEHRSSEEASEW, H
o4, EENERRAERI.
EERE TN, &F.
wre. R, NEEES
A REEEIEZE |
AR RBFFHEAE.

EER - hEEETY
KIREEREFEZ. REE
BaRb Tl s EL R 2R
WeRIERREEW. EE
IR ATRIEREREI
Y, IRRERBXEE. A
BT,

FTHT%

ERER - nEEET
IRATLARINE | REAR
wME 5 SNESE
REIRE]. EBERIIAE
HRERS. BFS.

ERERNAR. BR

PART FOUR: ADMINISTRATION OF MAJOR MATTERS OF ENTERPRISES
Article 20.

State-owned assets supervision and administration authorities shall
be responsible for guiding State-owned and State-controlled
enterprises in the establishment of modern enterprise systems. They
shall examine and approve plans for reorganization and reform of
the share system of the wholly State-owned enterprises and
companies among their Funded Enterprises and the articles of
association of the wholly State-owned companies among their

Funded Enterprises.
Article 21.

State-owned assets supervision and administration authorities shall,
in accordance with the statutory procedures, decide on major
matters regarding wholly State-owned enterprises and companies
among their Funded Enterprises such as division, merger,
bankruptcy, dissolution, increase or decrease in capital and issue of
corporate bonds. After a State-owned assets supervision and
administration authority has examined and approved important
division, merger, bankruptcy or dissolution of wholly State-owned
enterprises and companies, it shall report the same to the people's

government at the same level for approval.

When, in accordance with the statutory procedures, State-owned
assets supervision and administration authorities examine, verify and
decide on major matters of wholly State-owned enterprises and
companies among their Funded Enterprises in the sector of national
defence science and technology industry, they shall perform in

accordance with the relevant State laws and regulations.

Article 22.

State-owned assets supervision and administration authorities shall,
in accordance with the provisions of the Company Law, appoint
shareholders' representatives and directors to attend the
shareholders' meetings and board meetings of State-controlled
companies and companies in which the State has an equity

participation.
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When the shareholders' meetings or board meetings of State-
controlled companies and companies in which the State has an
equity participation decide on major matters such as division,
merger, bankruptcy, dissolution, increase or decrease in capital,
issue of corporate bonds, appointment or dismissal of responsible
persons of enterprises, etc., the shareholders' representative and
director appointed by the State-owned assets supervision and
administration authority shall express opinions and exercise his
voting rights as directed by the State-owned assets supervision and

administration authority.

Shareholders' representatives and directors appointed by State-
owned assets supervision and administration authorities shall report
the details of their performance of duties to the State-owned assets

supervision and administration authority in a timely manner.
Article 23.

State-owned assets supervision and administration authorities shall
decide on the assignment of State-owned equity in their Funded
Enterprises. Where the assignment of all the State-owned equity or
the assignment of part of the State-owned equity would result in the
State no longer having the controlling interest in the enterprise, it
shall be reported to the people's government at the same level for

approval.
Article 24.

In respect of major matters of major subsidiaries invested in and
established by Funded Enterprises that must be reported by Funded
Enterprises to the State-owned assets supervision and
administration authority for approval, the procedures for
administration thereof shall be formulated by the State-owned
assets supervision and administration authority of the State Council

separately and reported to the State Council for approval.
Article 25.

State-owned assets supervision and administration authorities shall
organize and coordinate work in regards to merger and acquisition,
and bankruptcy of the wholly State-owned enterprises and
companies among their Funded Enterprises in accordance with
relevant State regulations, and shall coordinate with the relevant

departments on work such as arrangements for laid-off staff and
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workers of the enterprises.
Article 26.

State-owned assets supervision and administration authorities shall,
in accordance with relevant State regulations, draw up guiding
opinions on the reform of the income distribution systems of their
Funded Enterprises and regulate the overall level of wage

distribution in their Funded Enterprises.
Article 27.

State-owned assets supervision and administration authorities may
authorize the wholly State-owned enterprises and companies among
their Funded Enterprises that are qualified to operate State-owned

assets.

Wholly State-owned enterprises and companies so authorized shall
operate, administer and supervise, in accordance with the law, State-
owned assets created by State investment in the enterprises that
they wholly own, have a controlling interest, or have an equity

participation.
Article 28.

Authorized wholly State-owned enterprises and companies shall
establish and improve standardized modern enterprise systems and
shall be responsible for maintaining and increasing the value of

State-owned assets of enterprises.

PART FIVE: ADMINISTRATION OF STATE-OWNED ASSETS OF ENTERPRISES
Article 29.

State-owned assets supervision and administration authorities shall
be responsible for basic administration of State-owned assets of
enterprises such as delineation and registration of property rights,
regulation of asset valuation, inventorying of assets and verification
of capital, compilation of statistics concerning assets, overall

valuation, etc. in accordance with relevant State regulations.

State-owned assets supervision and administration authorities shall
coordinate resolution of disputes between their Funded Enterprises

over property rights to the State-owned assets of enterprises.
Article 30.

State-owned assets supervision and administration authorities shall
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establish systems for supervising and administering transactions
involving property rights over the State-owned assets of enterprises,
strengthen supervision and administration of transactions involving
property rights over the State-owned assets of enterprises, promote
the rational circulation of the State-owned assets of enterprises, and

prevent the loss of the State-owned assets of enterprises.
Article 31.

State-owned assets supervision and administration authorities shall
perform their duties as investors in respect of the income from the
State-owned assets of their Funded Enterprises in accordance with
the law. They shall perform their duties as investors in respect of the
major investment and financing plans, development strategies and
plans of their Funded Enterprises in accordance with State

development plans and industrial policies.
Article 32.

Major disposal of assets of wholly State-owned enterprises and
companies among the Funded Enterprises that must be approved by
State-owned assets supervision and administration authorities shall

be carried out in accordance with relevant regulations.

PART SIX: SUPERVISION OF STATE-OWNED ASSETS OF ENTERPRISES
Article 33.

State-owned assets supervision and administration authorities shall,
in accordance with the law, supervise the finances of their Funded
Enterprises, establish and improve index systems for the
maintenance of and increase in the value of State-owned assets and
safeguard the rights and interests of the investors of State-owned

assets.
Article 34.

State-owned and State-controlled enterprises shall strengthen
internal supervision and risk control and shall, in accordance with
the relevant State regulations, establish sound systems for finance,
audit, enterprise legal counsel and democratic supervision by staff

and workers, etc.
Article 35.

Wholly State-owned enterprises and companies among Funded
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Enterprises shall, in accordance with regulations, regularly report on
their financial position, production and operation, and the
maintenance of and increase in the value of the State-owned assets

to the State-owned assets supervision and administration authority.

PART SEVEN: LEGAL LIABILITY
Article 36.

If a State-owned assets supervision and administration authority fails
to appoint and dismiss, or propose the appointment and dismissal
of, responsible persons of its Funded Enterprises in accordance with
regulations, or interfere in the production and operation activities of
its Funded Enterprises in violation of the law, thereby infringing the
lawful rights and interests of the enterprises and causing loss of the
State-owned assets of the enterprises or other serious
consequences, the persons directly in charge and other directly
responsible persons shall be subjected to administrative penalties in
accordance with the law. If a criminal offence is constituted, criminal

liability shall be pursued in accordance with the law.
Article 37.

If a wholly State-owned enterprise or company among Funded
Enterprises fails to report its financial position, production and
operation, and maintenance of and increase in the value of State-
owned assets to the State-owned assets supervision and
administration authority in accordance with regulations, it shall be
issued a warning. If the circumstances are serious, the persons
directly in charge and other directly responsible persons shall be

subjected to disciplinary punishment in accordance with the law.
Article 38.

If a responsible person of a State-owned or State-controlled
enterprise abuses his powers or is derelict in his duties, thereby
causing loss of State-owned assets of enterprises, he shall be liable
for compensation and shall be subjected to disciplinary punishment
in accordance with the law. If a criminal offence is constituted,

criminal liability shall be pursued in accordance with the law.
Article 39.

A responsible person of a State-owned or State-controlled

page 13 of 15



SESRIREALL
SHEEREGRREL
SARBEA , SENTISHE
(HEIEEREGRR L
BIGASREA ; RV E
BRTEARSRE R
RUSTHY |, REIEIRIEES
EERESEREUEY
TEA.

)\ I 1)

B4

EEREGZERE.
EESRAWHERT,
BRI, RIS,
IKEB (e ARFIEAE)
) Sk, FTEUERAA
SBITHRERAT.

S

EEREGERE.
EESR A ERE
HEAGEE, HAE
BRSNS R R
%, KR (TR
12) AEXIERYT.

EEREGERE,
EEsiREWhTERK
BB (tEARHNEIS
i) M (FEISERE) /Y
BRAERIT.

FE+—%

ESGERR ST
B, 8. BiaX. 88
A RBHF e LUKIEAR SR
I ESEhEI .

$O+=%

REMIEATRIHRIENE

enterprise that is removed from office or subjected to heavier
disciplinary punishment for his responsibility for the loss of State-
owned assets of enterprises may not serve as a responsible person
of any State-owned or State-controlled enterprise within five years.
If he has caused major losses of State-owned assets of enterprises or
is sentenced to criminal punishment, he may never serve as a
responsible person of any State-owned or State-controlled

enterprise again.

PART EIGHT: SUPPLEMENTARY PROVISIONS
Article 40.

The organizational form, organizational structure, rights and
obligations of State-owned enterprises, State-controlled enterprises
and enterprises in which the State has an equity participation shall
comply with the provisions of laws such as the PRC, Company Law,

administrative regulations and these Regulations.
Article 41.

The establishment of grassroots organizations of the Communist
Party of China, socialist spiritual civilization and the Party's practices
and honesty in State-owned enterprises, State-controlled enterprises
and enterprises in which the State has an equity participation shall
be handled in accordance with the Communist Party of China,

Constitution and the relevant regulations.

Labour unions in State-owned enterprises, State-controlled
enterprises and enterprises in which the State has an equity
participation shall be handled in accordance with the PRC, Labour

Union Law and the PRC, Charter of Labour Union.
Article 42.

The State-owned assets supervision and administration authority of
the State Council and the people's governments of provinces,
autonomous regions and municipalities directly under the central
government may formulate implementing procedures in accordance

with these Regulations.
Article 43.

In the event of inconsistencies between administrative regulations

page 14 of 15



REWVERR~mEEERN
1TBLEM S AFEBIA—E
Y, IERAFAIRIRLER

s—

17.
YUty IS

KRR FFHIERNL |
R S IRRRESS BAIHE | In
RYE , TR EDFF. B
EoFENEL , HEEH
N EEEWIKEEITH
B/ARE |, Kz EWVES
A TIEEE.

$J|++

E&H»“k

FO+HR%

KEHIB T Z Bt

/=

1T,

on the supervision and administration of State-owned assets of
enterprises formulated prior to the implementation hereof and these

Regulations, these Regulations shall prevail.
Article 44.

Work units in which government and enterprise have not been
separated shall accelerate reform and realize the separation of
government and enterprise in accordance with the regulations of the
State Council. The State-owned assets supervision and
administration authorities shall perform the duties of investors in
enterprises in which government and enterprise have been
separated and supervise and administer the State-owned assets of

enterprises in accordance with the law.
Article 45.

These Regulations shall be implemented as of the date of

promulgation.
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Notice of the General Office of the CPC Central Committee and the General Office of the State Council on
the adjustment of the establishment of the functions and institutions of the State-owned Assets Supervision and
Administration Commission of the State-owned Assets Supervision and Administration Commission of the State
Council

(September 13, 2018)

In accordance with the Scheme for Deepening the Reform of the Party and the State Institutions approved by the
third Plenary Session of the 19th Central Committee of the Party and the Scheme for Institutional Reform of

the State Council approved at the first session of the 13th National People's Congress, the following notice sits on
the functions, institutions and preparations of the State-owned Assets Supervision and Administration Commission

of the State Council, as reported to the CPC Central Committee and the State Council for approval.

1. Economic responsibility audit responsibility of the State-owned Assets Supervision and Administration
Commission Leading Cadres and the responsibility of the board of supervisors of key state-owned large enterprises
shall be assigned to the Audit Office. The Supervision Bureau (the office of the Board of Supervisors of state-
owned enterprises) shall no longer be retained, and the administrative establishment shall be reduced by 26 and the
number of heads at the bureau level shall be 3.

The board of supervisors of State-owned key large enterprises and the board chairman of State-owned key large

enterprises supervisory shall no longer be set up.

1. The 330 administrative staff and 70 bureau-level leaders of the board of supervisors of key State-owned
enterprises shall be assigned to the Audit Bureau dispatched by the Audit Office, of which 28 establishments shall
be temporarily used by the State-owned Assets Supervision and Administration Commission of the State Council
for the specific use of the former Chairman and Secretary of the Board of Supervisors, with the retirement or
transfer of the former Board Chairman and the preparation of the State-owned Assets Supervision and
Administration Commission of the State Council shall be reduced year by year, which shall be correspondingly
returned to the Audit Office for use. At that time, the secretary's work arrangement shall be resolved in principle
by the State-owned Assets Supervision and Administration Commission of the State Council and the Audit Office

in consultation

After adjustment, the State-owned Assets Supervision and Administration Commission of the State Council has 19

internal institutions, 636 administrative establishments and 87 heads at the bureau level.
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Company Law of the People’s Republic of China (2018 Revision)
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F—ELN CHAPTER I GENERAL PRINCIPLES
B—% Article 1 This Law is formulated for the purposes of

standardising the organisation and activities of companies,
. - . protecting the legal rights and interests of companies,
NATABBLBINELRMITA , SRIFAT].  shareholders and creditors, safeguarding social and

N .~ . . economic order and promoting the development of
BRIRREALARIAIAINES , #EPHREFE  cocialist market econamy, P

F (B RENTZEFARRE | HER
i%o
B Article 2 Companies referred to in this Law shall mean

limited liability companies and companies limited by
shares established in China in accordance with the

REMRAEIRBIEREBRAEEFERAIRZ provisions of this Law.
VHIBRREATFBRNBIRAE.
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Article 3 A company is an enterprise legal person which
owns independent legal person property and enjoys legal
person property rights.

The liability of a company shall be limited to its
entire assets. The liability of a shareholder of a
limited liability company shall be limited to the
amount of its capital contribution. The liability of a
shareholder of a company limited by shares shall be

limited to the number of its subscribed shares.
Article 4 Shareholders of a company shall be entitled to
gains on assets, participation in major decision-making and
selection of managers etc in accordance with the law.

Article 5 Companies engaging in business activities shall
comply with the provisions of laws and administrative
regulations, uphold social morality, business ethics,
honesty and trustworthiness, accept supervision of the
government and social public and bear social
responsibility.

The legal rights and interests of companies shall be

protected by the law and shall not be infringed.
Article 6 Applications shall be submitted to the company
registration authorities in accordance with the law for
registration and incorporation of companies. Applications
which satisfy the requirements for incorporation stipulated
in this Law shall be registered by the company registration
authorities as limited liability companies or companies
limited by shares respectively. Applications which do not
satisfy the requirements for incorporation stipulated in this
Law shall not be registered as limited liability companies or
companies limited by shares.

Where it is provided by the laws and administrative
regulations that company incorporation requires
prior approval, such approval formalities shall be
completed in accordance with the law prior to the

application for company registration.

The public may apply to inquire company
registration matters with the company registration
authorities; the company registration authorities

shall provide such inquiry services.

Article 7 Companies incorporated in accordance with the
law shall be issued a business licence by the company
registration authorities. The date of issuance of a business
licence shall be the date of incorporation of the company.

A business licence shall state the name and address,
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registered capital and scope of operations of the

company, the name of its legal representative etc.

Where there is a change in the details stated on a
business licence, the company shall complete
change of registration formalities in accordance with
the law and the company registration authorities

shall issue a new business licence.

Article 8 Limited liability companies incorporated in
accordance with this Law shall include the wordings
"limited liability company" or "company limited" in their
company name.

Companies limited by shares incorporated in

accordance with this Law shall include the wordings

company limited by shares" or "joint stock

company" in their company name.

Article 9 A limited liability company proposing to be
converted to a company limited by shares shall comply
with the requirements for companies limited by shares
stipulated in this Law. A company limited by shares
proposing to be converted to a limited liability company
shall comply with the requirements for limited liability
companies stipulated in this Law.

In the case of a conversion from a limited liability
company into a company limited shares or vice
versa, the liability of the company before the
conversion shall be assumed by the converted
company.

Article 10 The address of the company shall be its principal
business office.

Article 11 A company shall draft its articles of association in
accordance with the law. The articles of association of the
company shall be binding on the company, shareholders,
directors, supervisors and senior management personnel.

Article 12 The scope of operations of a company shall be
provided in the articles of association of the company and
be registered in accordance with the law. The scope of
operations of a company may be amended by a revision to
the articles of association of the company, and change of
registration formalities shall be completed.

Where it is provided in the laws and administrative
regulations that the scope of operations of a

company is subject to approval, such approval
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formalities shall be completed in accordance with

the law.

Article 13 The chairman, an executive director or a
manager shall act as the legal representative of the
company in accordance with the provisions of the articles
of association of the company and registration formalities
shall be completed in accordance with the law. Where
there is a change of legal representative of the company,
change of registration formalities shall be completed.

Article 14 Companies may register branch companies.
Applications for incorporation of branch companies shall
be submitted to the company registration authorities and a
business licence shall be issued for successful applications.
A branch company does not possess legal person
qualification and its civil liability shall be borne by the
company.

Companies may incorporate subsidiaries. A
subsidiary possesses legal person qualification and

shall bear civil liability independently in accordance

with the law.

Article 15 A company may invest in other enterprises.
However, unless otherwise provided by the law, a company
shall not act as a contributory which bears joint liability of
an investee enterprise.

Article 16 Where a company invests in other enterprises or
provide guarantee for others, a resolution passed by the
board of directors or board of shareholders or a general
meeting in accordance with the articles of association of
the company shall be required. Where the articles of
association of the company provide a limit for the total
amount of such investment or guarantee or the amount of
each investment or guarantee, such limits shall not be
exceeded.

In the case of a company providing guarantee for a
shareholder or the actual controlling party of the
company, a resolution passed by the board of

shareholders or a general meeting is required.

Shareholders stipulated in the preceding paragraph
or shareholders controlled by the actual controlling
party stipulated in the preceding paragraph shall not
participate in the resolution in respect of the matter
stipulated in the preceding paragraph. Such a
resolution shall be passed by a simple majority of
votes cast by other shareholders attending the

meeting.
Article 17 Companies shall protect the legal rights and
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interests of their employees, enter into labour contracts
with their employees in accordance with the law,
participate in social insurance, strengthen labour
protection and implement work safety.

Companies shall adopt various measures to
strengthen vocational education and job training
and upgrade staff's quality.

Article 18 The employees of companies shall organise
labour unions in accordance with the provisions of the
Trade Union Law of the People's Republic of China,
develop trade union activities and safeguard the legal
rights and interests of employees. Companies shall provide
the requisite conditions for the activities of their trade
unions. A trade union shall represent the employees to
negotiate with the company on wages, working hours,
welfare, insurance, work safety and sanitation etc and enter
into a collective contract with the company in accordance
with the law.

Companies shall implement democratic
management through employees' representative
congress or other means in accordance with the

provisions of the Constitution and relevant laws.

A company studying and proposing a structural
reform, deliberating on major business issues and
drafting important rules and policies shall seek the
comments of the trade union and hear the opinions
and proposals of the employees through the

employees' representative congress or other means.
Article 19 Where a Chinese Communist Party organisation
is to be established in the company in accordance with the
articles of association of the Chinese Communist Party to
develop Party activities, the company shall provide the
requisite conditions for such Party organisation activities.

Article 20 Shareholders of a company shall exercise
shareholders' rights in accordance with the provisions of
laws and administrative regulations and the articles of
association of the company and shall not abuse their
shareholders' rights to cause damage to the company or
the interests of other shareholders or abuse the
independent legal person status of the company and
limited liability of the shareholders to cause damage to the
interests of the creditors of the company.

Shareholders of a company who abuse their
shareholders' rights and cause the company or other
shareholders to suffer damages shall bear

compensation liability in accordance with the law.
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Shareholders of a company who abuse the
independent legal person status of the company
and limited liability of shareholders to evade debts
and cause damage to the interests of the creditors
of the company shall bear joint liability for the

company's debt.

Article 21 The controlling shareholders, actual controlling
party, directors, supervisors and senior management
personnel of a company shall not use their relationship to
cause damage to the company's interests.

Persons who violate the aforesaid provisions and
cause the company to suffer losses shall bear

compensation liability.

Article 22 A resolution passed by the board of shareholders
or a shareholders' meeting or the board of directors which
violates the provisions of laws and administrative
regulations shall be void.

Where the convening procedures and voting
method of a meeting of the board of shareholders
or board of directors or a shareholders' meeting
violates the provisions of laws and administrative
regulations or the articles of association of the
company or the contents of the resolution violate
the articles of association of the company, the
shareholders may apply to a people's court within
60 days from the date of resolution for rescission of

the resolution.

Where the shareholders file for a lawsuit in
accordance with the provisions of the preceding
paragraph, the people's court may, upon a request
of the company, ask the shareholders to provide the

corresponding guarantee.

Where a company has completed change of
registration formalities in accordance with a
resolution passed by the board of shareholders or a
shareholders' meeting or the board of directors and
upon nullification or rescission of the resolution by a

people's court, the company shall apply to the
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company registration authorities for rescission of

the change of registration.

CHAPTER I ESTABLISHMENT AND ORGANISATION OF
LIMITED LIABILITY COMPANIES

Section 1 Establishment

Article 23 Incorporation of a limited liability companies
shall satisfy the following requirements:

(1) the quorum of shareholders shall be met;

(2) the capital contribution subscribed by all its
shareholders shall comply with the provisions of the

company's articles of association;

(3) the articles of association of the company shall
be jointly drafted by the shareholders of the

company;

(4) a company name shall exist and the organisation
shall satisfy the requirements of a limited liability

company; and

(5) a company address shall exist.

Article 24 Limited liability companies shall be incorporated
by not more than 50 shareholders contributing to the
capital.

Article 25 The articles of association of limited liability
companies shall state the following matters:

(1) name and address of the company;

(2) scope of operations of the company;

(3) amount of the registered capital of the company;
(4) name of the shareholders;

(5) method of capital contribution of the
shareholders and amount and timing of capital

contribution;

(6) the organisation of the company and the method
of organisation, duties and powers and rules of

procedure;

(7) legal representative of the company; and
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(8) other matters required by the shareholders'

meeting to be stipulated.

The shareholders shall sign and affix their seal on

the articles of association of the company.

Article 26 The registered capital of a limited liability
company shall be the amount of capital contribution
subscribed by all its shareholders who are registered with
the company registration authorities.

Where the laws, administrative regulations and the
State Council decisions stipulate otherwise on paid-
up registered capital and the minimum amount of
registered capital of limited liability companies, such

provisions shall prevail.

Article 27 Shareholders may make capital contribution in
cash or in kind such as intellectual property, land use rights
and other non-cash properties which can be valuated and
transferred in accordance with the law, except for
properties prohibited by laws and administrative
regulations to be used for capital contribution.

Non-cash properties used for capital contribution
shall be valuated and verified; and shall not be
overvalued or undervalued. Where there are
provisions in the laws and administrative regulations

on valuation, such provisions shall prevail.

Article 28 The shareholders shall make their respective
capital contribution in accordance with the amount of their
subscribed capital and the schedule stipulated in the
articles of association of the company. Shareholders
making capital contribution in cash shall deposit the full
amount of their capital contribution in cash into a bank
account of the limited liability company. Shareholders
making capital contribution using non-cash properties
shall complete the transfer formalities for the property
rights in accordance with the law.

Shareholders who fail to make capital contribution

in accordance with the said provisions shall, in
addition to making the capital contribution in full,
bear default liability towards other shareholders who
have made their capital contributions in full

accordance with the schedule.

Article 29 Upon full subscription of capital contribution by
the shareholders as stipulated by the company's articles of
association, the representative designated by all the
shareholders or the agent entrusted by all the shareholders
shall submit an application form for company registration,
the company's articles of association etc to the company
registration authorities to apply for incorporation and
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(1) company name;

(—) XEBHR;

L (2) date of incorporation of the company;
(Z) RElpizZaER ;
. (3) registered capital of the company;
(=) NEIEMER ;
(4) name of the shareholder and the amount and

(M) BRERAIMREE RN, HIRIHR , L
date of capital contribution; and
RN B

(5) serial number of the capital contribution

(f) HEIEREBRmSTIZA B,

certificate and date of issuance.

HRIERBRAEER.
ammE The company seal shall be affixed to capital

contribution certificates.
F=1TTFK Article 32 Limited liability companies shall set up a register
of shareholders which state the following matters:

BREFEATNUERREEM , ICHT
HIEEIN :

(1) name and address of the shareholders;

R (2) amount of capital contribution of the
(—) BRI EEEBTRRAERT ;

shareholders; and

(=) BRIRRILHEEN ;

(3) serial numbers of the capital contribution

(=) HZFIEBPRS, certificates.

BT IR ANORR S , TTLUKEERZAR Shareholders named in the register of shareholders
FRITERZTAF, may exercise their shareholders' rights in accordance

with the register of shareholders.
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ICHIEED ; BieEMARLETEN , 2418 Companies shall register the names of their
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shareholders and their respective amount of capital
contribution with the company registration
authorities. Where there is a change in the
registration details, change of registration
formalities shall be completed. Where the
registration or change of registration formalities are
not completed, no defence against third party claims

shall be made.

Article 33 Shareholders shall have the right to check and
make copies of the articles of association, minutes of
shareholders' meetings, resolutions of the board of
directors and board of supervisors and financial reports of
the company.

Shareholders may request to check the accounts of
the company. A shareholder who requests to check
the accounts of the company shall make a written
request and state the purpose. If the company has
reasonable grounds to believe that the shareholder
who makes the request has an ulterior motive and
may cause damage to the legal interests of the
company, it may reject the request and shall give a
written reply to the shareholder stating the reason
within 15 days from the date of the written request
of the shareholder. Where the company rejects the
request, the shareholder may apply to a people's

court for access to the company's accounts.

Article 34 Shareholders shall be entitled to bonus sharing
in accordance with the ratio of capital contribution; in the
event of an increase in capital, the shareholders shall have
pre-emptive right to subscribe to new capital in
accordance with the ratio of capital contribution, unless all
the shareholders agreed that bonus sharing or subscription
to new capital shall not be in accordance with the ratio of
capital contribution.

Article 35 Upon the incorporation of a company, the
shareholders shall not withdraw their capital contribution.

Section 2 Organisation

Article 36 The board of shareholders of a limited liability
company shall comprise all shareholders of the company.
The board of shareholders is the authority of the company
and shall exercise their duties and powers in accordance
with the provisions of this Law.

Article 37 The board of shareholders shall exercise the
following duties and powers:
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(1) decide on the business direction and investment

plans of the company;

(2) elect and remove directors and supervisors who
are not representatives of the employees and decide

on the remuneration of directors and supervisors;

(3) review and approve reports of the board of

directors;

(4) review and approve reports of the supervisors or

the board of supervisors;

(5) review and approve the annual financial budget

and financial accounting plan of the company;

(6) review and approve the profit distribution plan

and loss recovery plan of the company;

(7) resolve on increase or reduction of registered

capital of the company;
(8) resolve on issue of corporate bonds;

(9) resolve on merger, division, dissolution,

liquidation or change of company structure;

(10) amend the articles of association of the

company; and

(11) other duties and powers stipulated in the

articles of association of the company.

The shareholders may pass a resolution in writing
unanimously for a direct decision on the aforesaid
matters without convening a shareholders' meeting
and all the shareholders shall sign and affix their seal

on the decision document.

Article 38 The first shareholders' meeting shall be
convened and chaired by the shareholder who made the
largest amount of capital contribution and shall exercise its
duties and powers in accordance with the provisions of this
Law.

Article 39 Shareholders' meetings include regular meetings
and ad hoc meetings.
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Regular meetings shall be convened regularly in
accordance with the provisions of the articles of
association of the company. Shareholders holding
one-tenth or more of the voting rights or one-third
or above of the board of directors or board of
supervisors or the supervisors (in the case of a
company which does not have a board of
supervisors) may propose to convene an ad hoc
meeting.

Article 40 In the case of limited liability companies which
have established a board of directors, the shareholders'
meetings shall be convened by the board of directors and
chaired by the chairman; where the chairman is unable or
fails to perform his/her duties, the deputy chairman shall
chair the shareholders' meeting; where the deputy
chairman is unable or fails to perform to do so, a director

appointed by more than half of the board of directors shall
chair the meeting.

In the case of limited liability companies which have
not established a board of directors, the
shareholders' meetings shall be convened and

chaired by the executive director.

Where the board of directors or the executive
director is unable or fails to convene a shareholders'
meeting, the board of supervisors or the supervisor
(in the case of companies which have not
established a board of supervisors) shall convene
and chair the meeting; where the board of
supervisors or the supervisor does not convene and
chair a meeting, shareholders holding one-tenth or
more of the voting rights may convene and chair the
meeting.

Article 41 All shareholders shall be notified 15 days before
a shareholders' meeting is convened, unless otherwise

provided in the articles of association of the company or
otherwise agreed by all shareholders.

The board of shareholders shall record minutes of
meeting and the shareholders present at the
meeting shall sign on the minutes of meeting.
Article 42 The voting rights exercisable by shareholders at

a shareholders' meeting shall be based on the ratio of
capital contribution, unless otherwise provided in the
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articles of association of the company.

Article 43 The rule of procedure and voting procedures of a
board of shareholders shall be stipulated by the articles of
association of the company, unless otherwise provided in
this Law.

Resolutions passed by a shareholders' meeting on
amendment to the articles of association of the
company, increase or reduction of registered capital,
and company merger, division, dissolution or
change of company structure shall be passed by
shareholders holding two-thirds or more of the
voting rights.

Article 44 The board of directors of limited liability

companies shall comprise three to 13 members, unless
otherwise provided in Article 50.

The board of directors of a limited liability company
invested and incorporated by two or more State-
owned enterprises or two or more other State-
owned investment entities shall comprise
employees' representatives; the board of directors of
other limited liability companies may comprise
employees' representatives. Employees’
representatives who sit on the board of directors
shall be appointed by company employees via an

employees' representative congress or employees

congress or other forms of democratic election.

The board of directors shall appoint one chairman
and may appoint a deputy chairman. The
appointment of chairman and a deputy chairman
shall be stipulated by the articles of association of

the company.

Article 45 The term of appointment of a director shall be
stipulated by the articles of association of the company,
but each term shall not exceed three years.

Upon expiry of the term of appointment, a director
may be re-elected. Where no new appointment is
made upon expiry of the term of appointment of a
director or a director has resigned during his/her

term of appointment and causes the number of
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directors that constitutes the board of directors to
fall below the quorum, the original director shall,
prior to the new director taking office, continue to
perform his/her duties as a director in accordance
with the provisions of laws and administrative
regulations and the articles of association of the
company.

Article 46 The board of directors shall be accountable to

the board of shareholders and shall exercise the following
duties and powers:

(1) convene shareholders' meetings and report to

the board of shareholders;

(2) execute the resolutions passed by the board of

shareholders;

(3) decide on the business plans and investment

schemes of the company;

(4) formulate the annual financial budget and

financial accounting plan of the company;

(5) formulate the profit distribution plan and loss

recovery plan of the company;

(6) formulate the plan for increase or reduction of

registered capital and issue of corporate bonds;

(7) formulate the plan for merger, division,

dissolution or change of company structure;

(8) decide on the set-up of internal management

organisation of the company;

(9) decide on appointment or dismissal of company
managers and their remuneration, and decide on
appointment or dismissal of deputy managers and
finance controller of the company based on the

nomination by the managers.

(10) formulate the basic management system of the

company; and
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(11) other duties and powers stipulated by the

articles of association of the company.

Article 47 Meetings of the board of directors shall be
convened and chaired by the chairman; where the
chairman is unable or fails to perform his/her duties, the
deputy chairman shall convene and chair the meeting;
where the deputy chairman is unable or fails to perform
his/her duties, a director appointed by half or more of the
board of directors shall convene and chair the meeting.

Article 48 The rules of procedure and voting procedures of
the board of directors shall be stipulated by the articles of
association of the company, unless otherwise provided in
this Law.

The board of directors shall record minutes of
meeting and the directors present at the meeting

shall sign on the minutes of meeting.

The board of directors shall exercise one vote per

person for passing of resolutions.

Article 49 Managers of limited liability companies may be
appointed or dismissed by the board of directors. The
managers shall be accountable to the board of directors
and shall exercise the following duties and powers:

(1) manage the production and business operations
of the company and organise and implement

resolutions passed by the board of directors;

(2) organise and implement the annual business

plan and investment scheme of the company;

(3) draft the plan for setting up of internal

management organisation of the company;

(4) draft the basic management system of the

company;
(5) formulate company rules and policies;

(6) recommend appointment or dismissal of deputy

manager and financial controller of the company;

(7) decide on appointment or dismissal of
management staff other than those positions which

are to be decided by the board of directors; and
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(8) other duties and powers granted by the board of

directors.

Where there are provisions in the articles of
association of the company on the duties and

powers of managers, such provisions shall prevail.

Managers shall attend meetings of the board of

directors.

Article 50 Limited liability companies with relatively fewer
shareholders or of a relatively smaller scale may appoint an
executive director instead of establishing a board of
directors. An executive director may hold the post of
company manager concurrently.

The duties and powers of the executive director shall
be stipulated by the articles of association of the
company.

Article 51 The board of supervisors of a limited liability
company shall comprise not less than three members.
Limited liability companies with relatively fewer
shareholders or of a relatively smaller scale may appoint

one to two supervisors instead of establishing a board of
supervisors.

The board of supervisors shall include shareholders'
representatives and an appropriate number of
employees' representatives; the ratio of employees'
representative therein shall not be less than one-
third and such ratio shall be stipulated by the
articles of association of the company. Employees'
representatives sitting on the board of supervisors
shall be appointed by company employees via an
employees' representative congress or employees'

congress or other forms of democratic election.

The board of supervisors shall appoint a chairman;
the chairman shall be elected by more than half of
the board of supervisors. The chairman of the board
of supervisors shall convene and chair meetings of
the board of supervisors; where the chairman of the
board of supervisors is unable or fails to perform
his/her duties, a supervisor appointed by more than

half of the board of supervisors shall convene and
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chair the meeting(s) of the board of supervisors.

Directors and senior management personnel shall

not hold the post of supervisor concurrently.

BRTT£ Article 52 The term of appointment of a supervisor shall be
three years. Upon expiry of the term of appointment, a
supervisor may be re-elected.

WERNEREEA=F. hEEHER
EEIER LAUE T, Where no new appointment is made upon expiry of

the term of appointment of a supervisor or a

SRR RATEOE | B InEEE : : N

N . . N supervisor resigns during his/her term of
NS SRARETACASY |, &£
BUEHAESHERT , RSN SRR
B, TEEAMARIERNNE  BITIHSER

5.

appointment and causes the number of supervisors
that constitutes the board of supervisors to fall
below the quorum, the original supervisor shall,
prior to the new supervisor taking office, continue to
perform his/her duties as a supervisor in accordance
with the provisions of laws and administrative
regulations and the articles of association of the
company.

Fht=% Article 53 A board of supervisors or a supervisor (in the

case of companies which have not established a board of
supervisors) shall exercise the following duties and powers:

HWES NREESHIATNGSETFER
HUBRAY :

(1) inspect the company finances;

(—) 1eBEREMS ;
(2) supervise the performance of duties by directors

(Z) WEE, BREBEARNITATER and senior management personnel and propose to
ST ARTIEE , }NERAE. TBIEM.  remove a director or senior management personnel
NEEEFERFSRNNES. SREEA who violates the provision of the laws and
RIFHERATEIN ; administrative regulations and the articles of

association of the company or the resolutions of the

(=) 5%, SREEARTHRE
) N board of shareholders;
AENANmER , BKEE, SREEARTLL
AIE ; (3) require a director or senior management

personnel who acts against the interests of the
(M) RNBHIEREREEN , £55 .
company to make correction;
ENBITAFAENBENESREERINER
SN BENERREASSIN ; (4) propose to convene ad hoc shareholders'
meeting, convene and chair a shareholders' meeting
(1) IRAEESSWIRHES | . :
when the board of directors fails to convene and

(7% ) REBAES—EA+—509iz , chair a shareholders’ meeting in accordance with the

SYEE, BREEARBEIFA provisions of this Law;
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(5) make proposals at shareholders' meetings;

(6) file a lawsuit against a director or senior
management personnel in accordance with the

provisions of Article 151; and

(7) other duties and powers stipulated in the articles

of association of the company.

Article 54 Supervisors may attend meetings of the board of
directors and query resolutions of the board of directors or
give suggestions.

A board of supervisors or a supervisor (in the case of
companies which have not established a board of
supervisors) may conduct investigation upon
discovering irregularities in the business operations
and may appoint an accounting firm etc to assist in
the investigation if necessary; such expenses shall be

borne by the company.

Article 55 The board of supervisors shall convene at least
one meeting every year; a supervisor may propose to
convene an ad hoc meeting of the board of supervisors.

The rule of procedures and voting procedures of a
board of supervisors shall be stipulated by the
articles of association of the company, unless

otherwise provided in this Law.

Resolutions of a board of supervisors shall be

passed by a simple majority of votes.

The board of supervisors shall record minutes of
meeting and the supervisors present at the meeting

shall sign on the minutes of meeting.

Article 56 Expenses incurred by a board of supervisors or a
supervisor (in the case of companies which have not
established a board of supervisors) in exercising their
duties and powers shall be borne by the company.

Section 3 Special Provisions on One-person Limited
Liability Companies

Article 57 The provisions of this Section shall apply to the
establishment and organisation of one-person limited
liability companies. Where there is no provision in this
Section, the provisions of Sections 1 and 2 of this Chapter
shall apply.

One-person limited liability companies referred to in

this Law shall mean limited liability companies with
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only one natural person shareholder or one legal
person shareholder.

Article 58 A natural person shall invest in a one-person
limited liability company only. Such a one-person limited
liability company shall not invest in the setting up of a new
one-person limited liability company.

Article 59 A one-person limited liability company shall
declare in its company registration details whether the
company is wholly-funded by a natural person or a legal
person and state so in its business licence.

Article 60 The articles of association of one-person limited
liability companies shall be formulated by the shareholder.

Article 61 One-person limited liability companies are not
required to establish a board of shareholders. The
shareholder shall put decisions stipulated in the first
paragraph of Article 37 in writing and keep such
documents in the company after signing.

Article 62 One-person limited liability companies shall
formulate a financial accounting report at each accounting
year-end for audit by an accounting firm.

Article 63 A shareholder of a one-person limited liability
company who is unable to prove that the company's assets
are independent of the shareholder's personal assets shall
bear joint liability for the company's debt.

Section 4 Special provisions on State-owned wholly-funded
companies

Article 64 The provisions of this Section shall apply to the
establishment and organisation of State-owned wholly-
funded companies. Where there is no provision in this
Section, the provisions of Sections 1 and 2 of this Chapter
shall apply.

State-owned wholly-funded companies referred to
in this Law shall mean limited liability companies
wholly funded by the State and for which the State
Council or a local people's government has
authorised the State-owned assets supervision and
administration authorities of the local people's
government to perform the duties of a capital

contributory.
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BATOHF Article 65 The articles of association of State-owned
wholly-funded companies shall be formulated by the State-
. . - owned assets supervision and administration authorities or
EERENTEEHEE R IREEEN formulated by the board of directors and submitted to the
State-owned assets supervision and administration

WHE  REHEFSHTRESE™BEE authorities for approval.

U,
FNH755% Article 66 In the case of State-owned wholly-funded
companies which do not establish a board of shareholders,
. . . the State-owned assets supervision and administration
EERRATANERERS , HEBZE I authorities shall exercise the duties and powers of the

- _ " board of shareholders. The State-owned assets supervision
BEEEIITERASIRN. EERETEEE and administration authorities may authorise the board of

- = = directors to exercise some duties and powers of the board
A7 AHARRLN ¢ ;
BRI LIS A R ER A TR = A5 of shareholders and to decide on important matters of the

N\ AR PN company; however, any merger, division, dissolution,
B, RERAIIEASI , BREHIEH, increase or reduction in registered capital and issue of

537, RSN, BINERE RS ERE AT AT, corporate bonds of the company shall be decided by the
State-owned assets supervision and administration

&S , VWIIHEBR T ISEEIENFRE ;  authorities; a merger, division, dissolution, bankruptcy
application of significant State-owned wholly-funded
Hep , EENEERENEEFH. D3, B8 companies shall be examined by the State-owned assets

supervision and administration authorities and reported to

B, BB, NOHEBRENEEENL the people's government of counterpart level.
HWEZE |, RARARBUIFHLE,

The aforesaid significant State-owned wholly-
BIKFREERIERRE AT , RBES funded companies shall be determined in

BRIRLERRE, accordance with the provisions of the State Council.
BANTEHR Article 67 The board of directors of State-owned wholly-

funded companies shall exercise duties and powers
. . . stipulated in Article 46 and Article 66. The term of
EEMENTEIRESS  IKEBAEEIT appointment of directors shall not exceed three years. The
board of directors shall comprise employees'

/‘_\7%\ %/_\—k/\Z’_\E’J%)U/_TE?i-{iER*RO %E’E_JE:E' representatives,

RGBT =F. EFSMRTNIETLT
BT The board of directors shall be appointed by the

State-owned assets supervision and administration
EECHRRBHESETHmEEEIMZEZ  authorities; however employees' representatives
ik ;B2 , EBMRTHERTHRBAEER sitting on the board of directors shall be elected by
THRERARIEET 4. an employees' representative congress.

EFRREFK—A , JLUREIEFK. The board of directors shall appoint a chairman and
2K, BEERKBESETEEEENMM may appoint deputy chairmen. The chairman and
EESHNRFIEE. deputy chairmen shall be appointed by the State-

owned assets supervision and administration

authorities from members of the board of directors.
FENTIN\E Article 68 The managers of State-owned wholly-funded

companies shall be appointed or dismissed by the board of

directors. The managers shall exercise duties and powers in

EEMENTIREE , BESSEETE accordance with the provisions of Article 49.
fiRiE, SIRMKRIRANESNHNRMETHEER
1;20

A director may take the post of manager
concurrently with the consent of the State-owned
LESA-LREEENMER , 52 assets supervision and administration authorities.

RAEJLFHEEE,
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FENTIE Article 69 The chairman, deputy chairmen, directors and
senior management personnel of State-owned wholly-
funded companies shall not hold a post concurrently in

EEHSATMNESK. RIESEK. & other limited liability companies, companies limited by

e e = b Vg shares or economic organisations without the consent of
= BREEAR  REEEGETHEEEN the State-owned assets supervision and administration
R FMEREREEAT. Ripar VoS

AElEEEMETRGRR,
Bttx Article 70 The board of supervisors of State-owned wholly-
funded companies shall comprise not less than five
. . members; the ratio of employees' representatives shall not
EEHEATABESMRAEPFTAA ,  be less than one-third. The ratio shall be stipulated by the

R TR B ETF = 5> — | Bk articles of association of the company.

HHIBABEENE. The board of supervisors shall be appointed by the

. e State-owned assets supervision and administration
BESNRHAEER- I EEEINE

ik BR , MESMRTPHIBRTRREATR
TRARKSIEETE. BESTEHERR™
WEEETEMNEESRRFIEE.

authorities; however, employees' representatives
sitting on the board of supervisors shall be elected
by an employees' representative congress. The
chairman of the board of supervisors shall be
WESTHEAREER =25 (— ) IiE appointed by the State-owned assets supervision
F (=) IMNENIRRFIESRENENEMER and administration authorities from members of the

'8 board of supervisors.

The board of supervisors shall exercise the duties
and powers stipulated in item (1) to item (3) of
Article 53 and other duties and powers stipulated by

the State Council.

FE=E BREENTRIRNEELL CHAPTER III SHARE TRANSFERS OF LIMITED LIABILITY
COMPANIES

Ftt+—% Article 71 The shareholders of a limited liability company
may transfer all or part of their equity interests among
themselves.

BIRFMEATRIRERZ AT LIEERELEE
SEHE TR AN A shareholder proposing to transfer its equity

interests to a non-shareholder shall obtain the

BRIRRIBARLASMIARELLRR N, N5 EH
BRI FEER. RN ERRAGE LR IN
PEHBHIEMRFAERER , AfttiRREEE
FEHENZ BE#=THXREER , ARE
k., EftRAFEHUA ARSI A E
BRIBRIRN STz L RIRRIN ;| AIWSERY
NAREEEIL,

consent of more than half of the other shareholders.
The shareholder shall inform the other shareholders
of the proposed equity transfer in writing and seek
their consent. Failure to reply within 30 days from
receipt of the written notice shall be deemed as
consent to the proposed transfer. Where more than
half of the other shareholders do not consent to the
ZISREEEE LRGN , ERIESM T, proposed transfer, the non-consenting shareholders
EfRSIRESeSER, TN ERaZRE3k4T shall acquire such equity interests, failing which they
(SR | eSS EMSIEE) ;  shall be deemed to have consented to the proposed
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transfer.

Where the shareholders consent to the proposed
transfer, the other shareholders shall have pre-
emptive right to acquire such equity interests on
similar terms. Where two or more shareholders
intend to exercise their pre-emptive rights, they shall
negotiate and determine the acquisition ratio.
Where the negotiation fails, the shareholders shall
exercise their pre-emptive rights based on the ratio
of capital contribution at the time of the proposed

transfer.

Where there are provisions in the articles of
association of the company for transfer of equity

interests, such provisions shall prevail.

Article 72 A people's court handling transfer of equity
interests of a shareholder in accordance with the
enforcement procedures stipulated by the laws shall inform
the company and all its shareholders; the other
shareholders shall have pre-emptive rights to acquire such
equity interests on similar terms. Failure to exercise pre-
emptive rights within 20 days from receipt of the notice of
the people's court shall be deemed as a forfeiture of pre-
emptive rights by the other shareholders.

Article 73 Following a transfer of equity interests in
accordance with the provisions of Article 71 and Article 72,
the company shall cancel the capital contribution
certificate of the original shareholder, issue a new capital
contribution certificate to the new shareholder(s) and make
corresponding amendments to the articles of association
of the company and the records of shareholders and their
amount of capital contribution in the register of
shareholders. Such amendment to the articles of
association of the company shall not require a resolution of
the board of shareholders.

Article 74 Under any of the following circumstances,
shareholders who cast an opposing vote to a resolution
passed by the board of shareholders may request that the
company acquire their equity interests based on a
reasonable price:

(1) the company has not made a profit distribution
to the shareholders for five consecutive years
although the company has been profitable for those
five consecutive years and satisfy profit distribution

requirements stipulated in this Law;

(2) merger, division and transfer of main assets of

the company; or
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(3) expiry of the term of business operations
stipulated in the articles of association of the
company or the occurrence of a trigger event for
dissolution stipulated in the articles of association or
the passing of a resolution by a shareholders'
meeting to amend the articles of association for

subsistence of the company.

Where the shareholders fail to conclude an
agreement for acquisition of equity interests within
60 days from the date of the resolution by the
shareholders' meeting, the shareholders may file a
lawsuit with a people's court within 90 days from the

date of the resolution of the shareholders' meeting.
Article 75 Upon the death of a natural person successor,
the lawful successor of a natural person shareholder may
succeed the shareholder's qualifications, unless otherwise
provided by the articles of association of the company.

CHAPTER IV ESTABLISHMENT AND ORGANISATION OF
COMPANIES LIMITED BY SHARES

Section 1 Establishment

Article 76 Establishment of companies limited by shares
shall satisfy the following requirements:

(1) the number of promoters satisfies the quorum;

(2) the total share capital subscribed by all the
promoters or the paid-up total share capital raised
by all the promoters shall comply with the

provisions of the company's articles of association;

(3) share issues and preparatory matters satisfy the

provisions of the law;

(4) the articles of association of the company shall
be formulated by the promoters and shall be
adopted by the founding meeting if the company is
established by a share float method;

(5) a company name shall exist and the organisation
shall satisfy the requirements of a company limited

by shares; and
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(6) a company address shall exist.
Article 77 Establishment of a company limited by shares
may adopt the promotion method or share float method.

Establishment by promotion shall mean that the
promoters set up a company by subscribing to the

entire share capital of the company.

Establishment by share float shall mean that the
promoters establish a company by subscribing to a
part of the shares to be issued by the company and
offering the remaining shares to the public or to

specific targets.

Article 78 The number of promoters required for the
establishment of a company limited by shares shall be
more than two but less than 200 and half of the promoters
shall have a domicile in China.

Article 79 The promoters of a company limited by shares
shall handle the preparatory matters of the company.

The promoters shall enter into a promoters'
agreement to specify their respective rights and
obligations in the process of establishment of the
company.

Article 80 The registered capital of a company limited by
shares established by promotion shall be the total share
capital subscribed by all the promoters as registered with
the company registration authorities. Prior to the capital

subscribed by the promoters being paid up, the company
shall not offer shares to others.

The registered capital of a company limited by
shares established by share float shall be the actual
paid-up capital at the time of registration with the

company registration authorities.

Where the laws and administrative regulations
stipulate otherwise on paid up registered capital and
the amount of minimum registered capital for
companies limited by shares, such provisions shall

prevail.
Article 81 The articles of association of companies limited
by shares shall state the following matters:

(1) name and address of the company;
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(2) scope of operations of the company;

(Z) REEEEE ;
(3) the method of establishment of the company;

(=) RERZAR ;
(4) total number of shares of the company, par value

(0) NEBHEE. SIRESEFEME of each share and amount of the registered capital;

x;
(5) names of the promoters, number of shares
() REAPNUZEELZFR. IAWHIEE subscribed to, and method and timing of capital
pEL. HES VI ERE ; contribution;
(7%) =ELER. BRBFENNEN ;.  (6) composition of the board of directors, duties and
powers and rules of procedure;
(t) REIEERRA
(7) legal representative of the company;
(J\) BESRAERK. BRFLERN ;
(8) composition of the board of supervisors, duties
PAS— I VAN o R
(1) REFIER R | and powers and rules of procedure;
A= EEEASE -
(1) RERBEFESBRDE | (9) profit distribution method of the company;
— ) ,\=1543 JNEEANE -
() ARRIBENAIASIIE | (10) trigger events for dissolution of the company
(+2) BREASSWANES MR 2nd liquidation method;
fEFIR. (11) company notices and announcement method;
and
(12) other matters required by the board of
shareholders to be stipulated.
FTIN " Article 82 The provisions of Article 27 shall apply to the
methods of capital contribution by promoters.
REANHEST  BRANESE_TtF
HIFLE.

FI\T=% Article 83 The promoters of a company limited by shares
established by promotion shall subscribe in writing to the
e o e . number of shares stipulated by the articles of association
PARRRISIIHTNRMRNBIRAEIM , & of the company. In the case of capital contributions to be
e o s made in non-cash assets, the formalities for transfer of
EANSBEAEQREENEEIABAIR property rights shall be completed in accordance with the

5, FHERA SRR, Ldrg Proviions of the law.
WAF=HHERRY , RESikiETIER MR F Promoters who fail to make capital contribution in

%% , - .
. accordance with the provisions of the preceding

paragraph shall bear default liability in accordance

RERAAMKIBRITRE SR HRAT |, N2

ERRRAE A N EGETE A with the provisions of the promoters' agreement.
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Upon capital contribution fully subscribed by the
promoters as stipulated in the company's articles of
association, the board of directors and board of
supervisors shall be elected, the board of directors
shall submit the company's articles of association
and other documents stipulated by the laws and
administrative regulations to the company
registration authorities to apply for incorporation

and registration.

Article 84 The shares subscribed by the promoters of a
company limited by shares established by share float shall
not be less than 35% of the share capital of the company,
unless otherwise provided in the laws and administrative
regulations.

Article 85 Promoters shall make an announcement of the
prospectus for a share offering to the public and prepare a
subscription form. The subscription form shall state the
items stipulated in Article 86 for the subscriber to fill in the
number of shares subscribed, monetary amount and
address; the subscriber shall sign and affix seal on the
subscription form. The subscriber shall make payment
based on the number of shares subscribed.

Article 86 The prospectus shall include the articles of
association of the company formulated by the promoters
and state the following matters:

(1) number of shares subscribed by the promoters;
(2) par value of each share and the issue price;

(3) total number of bearer shares to be issued,;

(4) usage of the funds raised;

(5) rights and obligations of a subscriber; and

(6) a statement stating the commencement and cut-
off date for the share offering and that where the
shares are not fully subscribed by the cut-off date,

the subscribers may withdraw their subscription.

A share offering by the promoters to the public shall
be underwritten by a securities company established
in accordance with the law and an underwriting
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agreement shall be entered into.
Article 88 Promoters offering shares to the public shall
enter into a custodial agreement with a receiving bank.

The receiving bank shall collect payments from the
subscribers on behalf of the issuer in accordance
with the agreement and issue receipts to the
subscribers who have made payments, and shall
have the obligation to show proof of collection to

the relevant authorities.

Article 89 Upon the issued share capital being fully paid up,
a capital verification organisation established in
accordance with the law shall conduct a capital verification
and issue a certificate. The promoters shall convene the
founding meeting within 30 days from the date on which
the share capital is fully paid up. The founding meeting
shall be constituted by the subscribers.

Where the issued share capital is not fully
subscribed by the cut-off date stipulated in the
prospectus or the promoters fail to convene the
founding meeting within 30 days following the
issued share capital being fully paid up, the
subscribers may demand from the promoters a
refund of the payment and bank deposit interest for

the same period.

Article 90 The promoters shall give notice to all subscribers
15 days in advance of the date of the founding meeting or
make an announcement. The quorum of the founding
meeting shall be promoters and subscribers holding more
than half of the total number of shares.

The founding meeting shall exercise the following

duties and powers:

(1) review the report of promoters on preparatory

status of the company;

(2) adopt the articles of association of the company;
(3) elect members of the board of directors;

(4) elect members of the board of supervisors;

(5) review the setting up expenses of the company;

(6) review the consideration of the assets used for
capital contribution by the promoters;
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(7) in the event of a force majeure event or a
significant change in the business conditions which
bears a direct influence on the establishment of the
company, a resolution to halt the incorporation of

the company may be made.

A resolution of the founding meeting on any of the
matters stipulated in the aforesaid paragraph shall
be passed by a simple majority of votes held by the

subscribers.

Article 91 The promoters and subscribers shall not
withdraw their share capital after they have made their
capital contribution, except where the shares are not fully
subscribed by the deadline or the promoters fail to
convene the founding meeting or the founding meeting
passed a resolution on halting the incorporation of the
company.

Article 92 The board of directors shall submit the following
documents to the company registration authorities within
30 days from conclusion of the founding meeting to apply
for incorporation and registration:

(1) application form for company registration;
(2) minutes of the founding meeting;

(3) articles of association of the company;

(4) capital verification certificate;

(5) letter of appointment for the legal
representative, directors and supervisors and their

identity documents;

(6) legal person certificate or identity document of

the promoters; and
(7) certificate of company address.

A company limited by shares established by share
float shall submit the approval document issued by
the securities regulatory authorities of the State
Council to the company registration authorities if it

proposes to offer shares to the public.
Article 93 Promoters of a company limited by shares who
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fail to make full capital contribution in accordance with the
provisions of the articles of association of the company
shall make up for the payment; other promoters shall bear
joint liability.

Where it is discovered after the incorporation of a
company limited by shares that the actual value of
non-cash assets used for capital contribution for the
incorporation is significantly lower than the amount
stated in the articles of association of the company,
the promoter who made the capital contribution
shall make up for the difference; other promoters

shall bear joint liability.
Article 94 The promoters of companies limited by shares
shall:

(1) bear the debts and expenses incurred for the
incorporation in the event that the incorporation is

unsuccessful; and

(2) bear joint liability for refund of the payments
made by the subscribers and bank deposit interest
for the same period in the event that the

incorporation is unsuccessful;

(3) compensate the company for damages incurred
by the company in the course of incorporation due

to the fault of the promoters.

Article 95 In the case of a conversion from a limited liability
company into a company limited by shares, the total
amount of converted paid-up capital shall not exceed the
net asset value of the company. A share offering by a
company limited by shares converted from a limited
liability company for the purpose of an increase in capital
shall be handled in accordance with the provisions of the
law.

Article 96 Companies limited by shares shall keep the
articles of association of the company, register of
shareholders, corporate bonds counterfoil book, minutes
of meetings of the board of shareholders, minutes of
meetings of the board of directors, minutes of meetings of
the board of supervisors and financial reports at the
company.

Article 97 Shareholders shall have the right to inspect the
articles of association of the company, register of
shareholders, corporate bonds counterfoil book, minutes
of meetings of the board of shareholders, resolutions of
the board of directors, resolutions of the board of
supervisors and finance reports and may give suggestions
on or query the operations of the company.
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Section 2 Shareholders' General Meetings

Article 98 A shareholders' general meeting of a company
limited by shares shall be constituted by all the
shareholders; the shareholders' general meeting shall be
the authority of the company and shall exercise duties and
powers in accordance with the provisions of this Law.

Article 99 The provisions of the first paragraph of Article 37
on the duties and powers of the board of shareholders of
limited liability companies shall apply to shareholders’
general meetings of companies limited by shares.

Article 100 A shareholders' general meeting shall be
convened once every year. A shareholders' general
meeting shall be convened within two months of any of
the following events:

(1) the number of directors falls below two-thirds of
the quorum stipulated in this Law or articles of

association of the company;

(2) the losses of the company which have not been
made good equal one-third of the paid-up capital of

the company;

(3) requisition of a shareholders' general meeting by
a shareholder who holds 10% or more of the
company's shares or several shareholders who hold

10% or more of the company's shares jointly;

(4) the board of directors deems it necessary to

convene a shareholders' general meeting;

(5) the board of supervisors proposes to convene a

shareholders' general meeting; or

(6) other events stipulated by the articles of

association of the company.

Article 101 Shareholders' general meetings shall be
convened by the board of directors and chaired by the
chairman; where the chairman is unable or fails to perform
his/her duties, the deputy chairman shall chair the meeting;
where the deputy chairman is unable or fails to perform
his/her duties, a director appointed by more than half of
the board of directors shall chair the meeting.

Where the board of directors is unable to or fails to
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convene a shareholders' general meeting, the board
of supervisors shall convene and chair a meeting
promptly; where the board of supervisors fails to
convene and chair the meeting, a shareholder who
holds 10% or more of the shares of the company or
several shareholders who hold 10% or more of the
shares of the company jointly for 90 days or more

consecutively may convene and chair the meeting.
Article 102 All the shareholders shall be informed in writing
20 days in advance of a shareholders' general meeting of
the date and venue of meeting and the agenda. All the
shareholders shall be informed 15 days in advance of an
extraordinary general meeting; where the agenda includes
an issue of bearer shares, a notice of the meeting stating
the date and venue of the meeting and the agenda shall be
given 30 days in advance.

A shareholder who holds 3% or more of the shares
of the company or several shareholders who hold
30% or more of the shares of the company jointly
may submit a written proposal of an agenda item
ten days before a shareholders' general meeting to
the board of directors; the board of directors shall
inform other shareholders of the proposal within
two days from receipt of the proposal and table the
proposal at the shareholders' general meeting for
review. The contents of the proposed agenda item
shall be within the scope of duties and powers of
the shareholders' general meeting and shall contain

a specific topic and specific resolution.

The shareholders' general meeting shall not resolve
on matters which are not set out in the notice of

meeting stipulated in the two preceding paragraphs.

Holders of bearer shares attending a shareholders'
general meeting shall deposit their share certificates
with the company from five days before the meeting
to the conclusion of the shareholders' general
meeting.

Article 103 Shareholders attending a shareholders' general

meeting shall exercise one vote per share. Company shares
held by the company shall not carry voting rights.
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Resolutions of a shareholders' general meeting shall
be passed by a simple majority of votes cast by
shareholders present at the meeting. Resolutions of
a shareholders' general meeting on amendment to
the articles of association of the company, increase
or reduction in registered capital, merger, division,
dissolution or change of company structure shall be
passed by two-thirds majority of votes cast by

shareholders present at the meeting.

Article 104 Where the provisions of this Law and the
articles of association of the company require a resolution
of the shareholders' general meeting for the transfer of
major assets to others or vice versa or provision of
guarantee to external parties etc, the board of directors
shall convene a shareholders' general meeting promptly
for the passing of a resolution on the aforesaid matter.

Article 105 A cumulative voting system may be
implemented for the election of directors and supervisors
at a shareholders' general meeting in accordance with the
provisions of the articles of association of the company or
a resolution of the shareholders' general meeting.

The cumulative voting system referred to in this Law
shall mean that the voting rights carried by each
share shall correspond to the number of directors or
supervisors to be elected and the shareholders may
use their voting rights collectively for election of
directors or supervisors at a shareholders' general

meeting.

Article 106 Shareholders may appoint their proxies to
attend a shareholders’ general meeting; the proxies shall
submit a power of attorney to the company and exercise
the voting rights within the scope of authorisation.

Article 107 Minutes of shareholders' general meetings shall
be recorded and signed by the chairman and directors who
attended the meeting. The minutes of meetings shall be
kept together with the record of shareholders' signatures
and copies of power of attorney.

Section 3 Board of Directors and Managers
Article 108 The board of directors of companies limited by
shares shall comprise five to 19 members.

The board of directors may comprise employees'

representatives. Employees' representatives who sit
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on the board of directors shall be appointed by
company employees via an employees'
representative congress or employees' congress or

other forms of democratic election.

The provisions of Article 45 on the term of
appointment of directors of limited liability
companies shall apply to directors of companies

limited by shares.

The provisions of Article 46 on duties and powers of
the board of directors of limited liability companies
shall apply to the board of directors of companies

limited by shares.

Article 109 The board of directors shall appoint a chairman
and may appoint a deputy chairman. The chairman and a
deputy chairman shall be elected by a simple majority of
votes cast by all the directors.

The chairman shall convene and chair meetings of
the board of directors, check the status of
implementation of resolutions of the board of
directors. The a deputy chairman shall assist the
chairman to perform his/her duties; where the
chairman is unable or fails to perform his/her duties,
the deputy chairman shall perform the duties; where
the deputy chairman is unable or fails to perform
the duties, a director appointed by more than half of

the board of directors shall perform the duties.
Article 110 The board of directors shall convene at least
two meetings every year. All the directors and supervisors
shall be informed of the meeting ten days before a
meeting.

Shareholders holding one-tenth or more of the
voting rights or one-third or more of the board of
directors or board of supervisors may propose to
convene an ad hoc meeting of the board of
directors. The chairman shall convene and chair a
meeting of the board of directors within ten days

from receipt of the proposal.

The board of directors may determine the method

and period of notice in the case of an ad hoc
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meeting convened by the board of directors.
F—BE—T—% Article 111 A meeting of board of directors shall be
constituted by more than half of the board of directors.

. e .., Resolutions of the board of directors shall be passed by a
EERSNNETFHNESLHET IS simple majority of votes cast by all the directors.

17. EEFHRY , WIRESREREITF

s Each director shall have one vote for each resolution

of the board of directors.
EESRMAIRR , TIT—A—E
F—E— %K Article 112 Directors shall attend meetings of the board of

directors in person; a director who is unable to attend a
meeting may issue a power of attorney to appoint another

BEERSWN , NHESEAALRE ; 5E director to attend the meeting on his behalf; the power of
s " attorney shall state the scope of authorisation.
HOREELE | AT BEE R A ’ P
& B BTN ERCEE. Minutes of meetings of the board of directors shall

be recorded and signed by the directors who

EES NI SWAMYETRIRE RS
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= The directors shall be liable for resolutions of the

attended the meeting.

board of directors. Where a resolution of the board
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of directors violates the provisions of laws and
administrative regulations or the articles of
association of the company or a resolution of the
shareholders' general meeting and causes the

company to suffer serious damages, directors who

EALUGRRE(E. P ,
participated in the resolution shall bear
compensation liability towards the company; a
director who can prove that he/she has objected to
the resolution and such objection is recorded in the
minutes of meeting, the liability of the director may
be waived.

FBH—T=% Article 113 Managers of companies limited by shares may

be appointed or dismissed by the board of directors.

RIDBRAENREIE , HESRRTERIE

. The provisions of Article 49 on duties and powers of
B E S,

the managers of limited liability companies shall

REENHNEXTFERSTATEIBIN apply to the managers of companies limited by

REME  ERTROBIRAESE, shares.
F—E—TI% Article 114 The board of directors may appoint a director

to take the post of manager concurrently.
REEERIULUREREERRRFRES

E,
F—B—Th% Article 115 A company shall not provide loans to its
directors, supervisors or senior management personnel

’ directly or through its subsidiaries.

T
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Article 116 Companies shall disclose information on
remuneration of directors, supervisors and senior
management personnel to their shareholders regularly.

Section 4 Board of Supervisors

Article 117 Companies limited by shares shall establish a
board of supervisors comprising not less than three
members.

The board of supervisors shall include shareholders'
representatives and an appropriate number of
employees' representatives; the ratio of employees'
representative therein shall not be less than one-
third and such ratio shall be stipulated by the
articles of association of the company. Employees'
representatives sitting on the board of supervisors
shall be appointed by company employees via an
employees' representative congress or employees'

congress or other forms of democratic election.

The board of supervisors shall appoint a chairman
and may appoint a deputy chairman. The chairman
and deputy chairman of the board of supervisors
shall be elected by more than half of the board of
supervisors. The chairman of the board of
supervisors shall convene and chair meetings of the
board of supervisors; where the chairman of the
board of supervisors is unable or fails to perform
his/her duties, the deputy chairman of the board of
supervisors shall convene and chair meetings of the
board of supervisors; where the deputy chairman of
the board of supervisors is unable or fails to perform
his/her duties, a supervisor appointed by more than
half of the board of supervisors shall convene and

chair the meetings of the board of supervisors.

Directors and senior management personnel shall

not take the post of supervisor concurrently.

The provisions of Article 52 on the term of

appointment of supervisors of limited liability
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companies shall apply to the supervisors of

companies limited by shares.

Article 118 The provisions of Article 53 and Article 54 on
duties and powers of the board of supervisors of limited
liability companies shall apply to the board of supervisors
of companies limited by shares.

Expenses incurred by the board of supervisors in the
exercising of duties and powers shall be borne by

the company.

Article 119 The board of supervisors shall convene at least
one meeting every six months. A supervisor may propose
to convene an ad hoc meeting of the board of supervisors.

The rules of procedure and voting procedures of the
board of supervisors shall be stipulated by the
articles of association of the company, unless

otherwise provided in this Law.

Resolutions of the board of supervisors shall be

passed by a simple majority.

Minutes of meetings of the board of supervisors
shall be recorded and signed by the supervisors who

attended the meeting.

Section 5 Special Provisions on Organisation of Listed
Companies

Article 120 Listed companies referred to in this Law shall
mean companies limited by shares whose shares are listed
and traded on a stock exchange.

Article 121 Where a listed company acquired or sold major
assets or provided guarantee amount(s) which exceeds
30% or more of its assets, a resolution of the shareholders'
general meeting passed by a two-third majority of
shareholders who attended the meeting shall be required.

Listed companies shall appoint independent
directors; the specific measures shall be provided by

the State Council.

Article 123 Listed companies shall appoint a board
secretary to be responsible for preparation of meetings of
the board of shareholders and board of directors, keeping
of documents, management of shareholders' information
and handling of information disclosure etc.
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Article 124 The board of directors and directors of a listed
company shall abstain from voting on a resolution or vote
on behalf of another director if they are an interested party
in the resolution matter. The meeting of the board of
directors may be constituted by more than half of those
directors who are not a related party; the resolution of the
board of directors shall be passed by a simple majority of
votes cast by directors who are not a related party. Where
the number of directors who are not a related party is less
than 3, the matter shall be submitted to the board of
shareholders of the listed company for review.

CHAPTER V SHARE ISSUES AND SHARE TRANSFERS OF
COMPANIES LIMITED BY SHARES

Section 1 Share Issues

Article 125 The capital of a company limited by shares is
divided into shares of equal par value.

Shares of the companies shall be in script form.
Share certificates shall be the proof issued by a
company for the shares held by the shareholders.
Article 126 Share issues shall comply with the principles of
fairness and equity. Shares of the same type shall rank pari
passu.

The terms and price shall be the same for all shares
of the same type in a share issue. An organisation or
individual shall pay the same price for each share
subscribed.

Article 127 Shares may be issued at the par value or at a
premium but shall not be issued below par value.

Article 128 Shares shall be issued in script form or other
forms stipulated by the securities regulatory authorities of
the State Council.

A share certificate shall state the following:
(1) name of the company;
(2) date of incorporation of the company;

(3) type of shares, par value and number of shares;
and

(4) serial number of the share certificate.
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Share certificates shall be signed by the legal

representative and affixed with the company seal.

Share certificates for promoter's shares shall state

the wordings "promoter's shares".

Article 129 Shares issued by a company may be in the form
of registered shares or bearer shares.

Shares issued by a company to promoters or legal
persons shall take the form of registered shares and
the share certificates shall state the name of the
promoter or legal person and shall not state another

name or the name of a representative.

Article 130 Companies issuing registered shares shall keep
a register of shareholders which records the following:

(1) name and address of the shareholder;
(2) number of shares held by each shareholder;

(3) serial number of the share certificate of each

shareholder; and
(4) date of acquisition of shares of each shareholder.

Companies issuing bearer shares shall record the
number of shares, serial number of share certificates

and date of issue.

Article 131 The State Council may formulate separate
regulations on companies issuing other types of shares
which are not provided in this Law.

Article 132 A company limited by shares shall deliver share
certificates to their shareholders upon its incorporation. A
company shall not deliver share certificates to its
shareholders prior to its incorporation.

Article 133 A resolution on the following matters shall be
passed in accordance with the provisions of the articles of
association of the company for issue of new shares:

(1) type and number of new shares;
(2) issue price of new shares;

(3) date of commencement and cut-off date for
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(4) type and number of new shares issued to existing

() REERRRITHIRAIFE SN
shareholders.
B,
F—E=1% Article 134 Companies approved by the securities
regulatory authorities of the State Council to issue new

st e sy " shares shall announce the prospectus of the new shares
NEZESRIES N EEENWIENTT and financial report and prepare a subscription form.
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SIHBE AR, The provisions of Article 87 and 88 shall apply to

issue of new shares.
AEE)I\TtE&. B/)\+/\EHNEER

FRERNFRITHR.
E—E=1h% Article 135 A company may determine the pricing scheme
in accordance with its business and financial status for
issue of new shares.

REIRITHR , JLUREATIEE RN

MR |, FREELFNTGZ,
E—B=1 % Article 136 A company shall complete change of
registration formalities with the company registration
e R authorities and make an announcement after all the new
RNERITHIRERRGG |, WRALATIE shares issued being are fully subscribed.

ICNRDELZERC , RS,

“TRMOEIL Section 2 Share Transfers
F—E=1Tt% Article 137 Shareholders may transfer their shares in

accordance with the provisions of the law.

RIFFERIRM AT LMK ESEILL.

F—E=1/\% Article 138 Share transfers by shareholders shall be carried
out at a stock exchange established in accordance with the
law or via other methods stipulated by the State Council.

RRIGLLERD |, NESERERIIANIES
R BRI TEERRESAENEMS
17,
F—E=1TN% Article 139 Transfer of registered shares shall be made by

shareholders by way of endorsement or other methods

. R s stipulated by laws and administrative regulations; the
ICERE , BRFUEBSEEEE.  company shall record the name and address of the

SR RS T - B A transferee in the register of shareholders upon the transfer.
B2 AREREE BIRRERMCETIRAR

a9 Alteration of records in the register of shareholders

i

shall not be made within 20 days before the
BRRSBABI—THAREATIRED convening of a shareholders' general meeting or
FERAEERRAEA , MERTRIFRIE within five days from the record date for
RIBRREMAIZREEIC. BR  iZENEMHZR determination of dividend distribution by the
BIRIREMEESICHEMNEN  MEME. company. Where the law provides otherwise for
alteration of records in the register of shareholders

of listed companies, such provisions shall prevail.

=]ty S Article 140 Transfer of bearer shares shall take effect upon
delivery of the share certificate by the shareholder to the
transferee.

-
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Article 141 Shares held by promoters shall not be
transferred within one year from the date of incorporation
of the company. Shares issued by the company before the
share offering shall not be transferred within one year from
the date on which the shares of the company are listed on
a stock exchange.

Directors, supervisors and senior management
personnel of a company shall declare their
shareholding in the company and changes in such
shareholding to the company; and shall not transfer
more than 25% of their shareholding in the
company during their term of appointment or
transfer their shares within one year from the date
on which the shares of the company are listed on a
stock exchange. The aforesaid persons shall not
transfer their shares in the company within half a
year after leaving their post. The articles of
association of the company may make restrictive
provisions on transfer of shares of the company held
by directors, supervisors and senior management

personnel.
Article 142 A company shall not make a share buyback,
except under any of the following circumstances:

(1) reduction of its registered capital;

(2) merger with another company which holds its

shares;

(3) use of its shares for carrying out an employee

stock ownership plan or equity incentive plan;

(4) request from shareholders who object to a
resolution of a shareholders' general meeting on
merger or division of the company to acquire their

shares by the company;

(5) use of shares for conversion of convertible

corporate bonds issued by a listed company; and

(6) the share buyback is necessary for a listed

company to maintain its company value and protect
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its shareholders' equity.

A resolution of a shareholders' general meeting is
required for a share buyback by a company under
either of the circumstances stipulated in item (1) or
item (2) above; for a company's share buyback
under any of the circumstances stipulated in item
(3), item (5) or item (6) above, a resolution of the
company's board of directors shall be made by a
two-third majority of directors attending the
meeting according to the provisions of the
company's articles of association or as authorized by

the shareholders' meeting.

The shares acquired under the circumstance
stipulated in item (1) hereof shall be deregistered
within ten days from the date of acquisition of
shares; the shares shall be assigned or deregistered
within six months if the share buyback is made
under the circumstances stipulated in either item (2)
or item (4); and the shares held in total by a
company after a share buyback under any of the
circumstances stipulated in item (3), item (5) or item
(6) shall not exceed 10% of the company's total
outstanding shares, and shall be assigned or

deregistered within three years.

Listed companies making a share buyback shall
perform their obligation of information disclosure
according to the provisions of the Securities Law of
the People's Republic of China. If the share buyback
is made under any of the circumstances stipulated in
item (3), item (5) or item (6) hereof, centralized

trading shall be adopted publicly.

A company shall not accept its own shares as the

subject matter of pledge.

Article 143 A shareholder whose registered shares are
stolen, lost or extinguished may request, pursuant to the
announcement and assertion of claim procedures
stipulated in the Civil Litigation Law of the People's
Republic of China for a people's court to declare the shares
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invalid. Upon declaration of the shares by the people's
court to be void, the shareholder may apply for issue of
replacement shares.

Article 144 Shares of listed companies shall be listed and
traded in accordance with the provisions of the relevant
laws and administrative regulations and stock exchange
rules.

Article 145 Listed companies shall announce information
on their financial status, business status and any major
lawsuit in accordance with the provisions of laws and
administrative regulations and announce half-year financial
reports.

CHAPTER VI QUALIFICATIONS AND OBLIGATIONS OF
COMPANY DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT PERSONNEL

Article 146 The following persons shall not act as a
director, supervisor or senior management personnel:

(1) a person who has no civil capacity or who has

limited civil capacity;

(2) a person who has been convicted for corruption,
bribery, conversion of property or disruption of the
order of socialist market economy and a five-year
period has not lapsed since expiry of the execution
period or a person who has been stripped of
political rights for being convicted of a crime and a
five-year period has not lapsed since expiry of the

execution period;

(3) a person who acted as a director, factory
manager, manager in a company which has been
declared bankrupt or liquidated and who is
personally accountable for the bankruptcy or
liquidation of the company; and a three-year period
has not lapsed since the completion of bankruptcy

or liquidation of such company;

(4) a person who has acted as a legal representative
of a company which has its business licence revoked
or being ordered to close down for a breach of law

and who is personally accountable, and a three-year

period has not lapsed since the revocation of the

page 42 of 61



business licence of such company; and
£, hE. SREEARTEREREL
AR SE— BB | SRS AR EER (5) a person who is unable to repay a relatively large
2 amount of personal debts. Where the election or

appointment of a director, supervisor or senior
management personnel is in violation of the
aforesaid provisions, such election or appointment
shall be void. In the event of the circumstances
stipulated in (1) above during the term of
appointment of a director, supervisor or senior
management personnel, the company shall remove
the director, supervisor or senior management

personnel.

Election or appointment of a director, supervisor or
senior management staff which violates the

aforesaid provisions shall be void.

A director, supervisor or senior management staff
who encounters the circumstance set out in the first
paragraph of this Article shall be terminated by the
company.

F—aEN++t5& Article 147 Directors, supervisors and senior management
personnel shall comply with the provisions of laws and

" e e e administrative regulations and the articles of association of
=5, hE. SREEARNIESTIE  the company and bear fiduciary duties towards the

— N =T — 0\ company.
. TECEIARIER , WasREssEy
SSAIENE LSS Directors, supervisors and senior management

personnel shall not abuse their duties and rights to
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F—AE+/\% Article 148 A director or senior management personnel
shall not:

receive bribes or other illegal income and shall not

convert company assets.

5% 5REEARTEETIITA

(1) misappropriate company funds;

(—) BAREREE .

(2) deposit company funds in a bank account
(=) BATIEEUEMNAZNEEZLIE opened in his/her name or in the name of others;
AR XIS

(3) use of company funds to make loans to others or
(=) BERATERIIE , KERSE  provide guarantee for others without the consent of

& BEALSHEBZTELEE , BLEE4eE the board of shareholders, a shareholders' general
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meeting or the board of directors and in violation of
the provisions of the articles of association of the

company;

(4) enter into contracts with the company or carry
out transactions with the company in violation of
the provisions of the articles of association of the
company or without the consent of the board of

shareholders or a shareholders' general meeting;

(5) abuse his/her duties and powers to seize
commercial opportunities of the company for
himself/herself or others or engage in similar
business as the company's on his/her own or with
others without the consent of the board of

shareholders or a shareholders' general meeting;

(6) pocket the commissions for transactions between

the company and other parties;
(7) disclose company secrets arbitrarily; and

(8) do any other act which violates his/her fiduciary

duties towards the company.

Income received by directors and senior
management personnel in violation of the aforesaid

provisions shall belong to the company.

Article 149 A director, supervisor or senior management
personnel who violates the provisions of laws and
administrative regulations or the articles of association of
the company in his/her performance of duties and powers
and causing the company to suffer damages shall bear
compensation liability.

Article 150 Where the board of shareholders or a
shareholders' general meeting requires a director,
supervisor or senior management personnel to attend a
meeting, the director, supervisor or senior management
personnel shall attend the meeting and answer the queries
of the shareholders.

Directors or senior management personnel shall
provide the relevant information and data truthfully
to the board of supervisors or the supervisor (in the

case of a limited liability company which has not
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established a board of supervisors) and shall not
obstruct the exercising of powers and performance
of duties by the board of supervisors or the

supervisor.

Article 151 In the event of circumstances stipulated in
Article 149 involving a director or senior management
personnel, a shareholder or a group of shareholders of a
limited liability company or a company limited by shares
holding 1% or more of shares in the company for 180 days
consecutively may submit a request in writing to the board
of supervisors or the supervisor (in the case of a limited
liability company which has not established a board of
supervisors) to file a lawsuit with a people's court; Under
any of the circumstances stipulated in Article 149 involving
a supervisor, the aforesaid shareholder(s) may submit a
request in writing to the board of directors or the executive
director (in the case of a limited liability company which
have not established a board of directors) to file a lawsuit
with a people's court.

Where the board of supervisors or the supervisor (in
the case of a limited liability company which has not
established a board of supervisors) or the board of
directors or the executive director refuses to file a
lawsuit pursuant to the written request of the
shareholder(s) or fails to file a lawsuit within 30 days
from receipt of the request or where the
circumstances are urgent and the company will
suffer irrecoverable losses if a lawsuit is not filed
forthwith, the aforesaid shareholder(s) shall have the
right to file a lawsuit with a people's court directly in
their own name to protect the interests of the

company.

In the event of an infringement of the legal interests
of the company by others which causes the
company to suffer damages, shareholders
mentioned in the first paragraph of this article may
file a lawsuit with a people's court in accordance

with the provisions of the aforesaid paragraphs.
Article 152 In the event that a director or senior
management personnel violates the provisions of the laws
and administrative regulations or the articles of association
of the company and infringes upon the interests of the
shareholders, the shareholders may file a lawsuit with a
people's court.

CHAPTER VII CORPORATE BONDS
Article 153 Corporate bonds referred to in this Law shall
mean priced securities issued by companies in accordance
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KERABEIRS | BIEATUKERIAERR pay principal and interest to the holders within a stipulated

/= . - . . iod.
R, AEE—EREARBNEINE T
5o Issue of corporate bonds shall satisfy the issue

o o requirements stipulated in the Securities Law of the
NERITAERENE/ES (PEARL
FIERESE) MERNRITEM.
F—ERTPK Article 154 The method of offering of corporate bonds

shall be announced upon approval of the application for

e . - e _ issue of corporate bonds by the authorised department of
RITABFREFAIRIBEESBIRINAIERI] the State Council.

it | NSRNERERESEE.

People's Republic of China.

The method of offering of corporate bonds shall
NEREFEENEAFNHEEBATIIEESE state the following matters:

I -
(1) name of the company;
(—) REIEWR;
(2) usage of the funds raised;
(D) REEERSHAE ;
(3) issue size and par value;
(=) RESEFIRSNEESE ;
(4) how the coupon rate is determined;
(M) fREFI=RIEEL ;
(5) period and method of principal repayment and
() BT ERVHEIRASG ; interest payment;
(7%) REHEFRER ; (6) guarantee for the issue;
(©) EENERTNE. RITA9ERIER  (7) issue price and time limit of the issue;
Hy;
(8) net assets of the company;
(J\) NEVSEEFE ;
(9) total amount of outstanding bonds previously
(L) ERITHERZIEINAERSES  issued; and
B

(10) underwriter of the issue.

(1) REREFHIAETIA.
F—BEAhThH%F Article 155 Corporate bond certificates shall state the name
of the company, par value of the bond, coupon rate,
. o . R repayment schedule etc and shall be signed by the legal
NEIAISE B RRITAREREER , W representative and affixed with the company seal.

EfEF ERARNTEMR. REEEei.
R ZEHRESI , FRZERNRAES
REEE,

e =Fily WAV S Article 156 Corporate bonds may take the form of
registered bonds or bearer bonds.

RNENRS , AILASIERRS , HRILUATR
BB RS,
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Article 157 Companies shall keep a corporate bond
counterfoil book.

The following matters shall be stated in the
corporate bond counterfoil book for an issue of

registered bonds:
(1) name and address of bondholder;

(2) date of acquisition of the bonds and serial

number of the corporate bond certificate;

(3) total amount of bonds, par value of the bonds,
coupon rate, method and period of principal

repayment and interest payment; and
(4) date of issue.

The corporate bond counterfoil record book for
bearer bonds shall state the total amount of bonds,
coupon rate, schedule and method of repayment,
date of issue and serial numbers of the bond

certificates.

Article 158 Registration and settlement organisations for
registered bonds shall establish the relevant systems for
bond registration, custodian, interest payment and
redemption etc.

Article 159 Corporate bonds shall be transferable and the
transfer price shall be agreed between the transferor and
the transferee.

Trading of corporate bonds on a stock exchange
shall comply with the trading rules of the stock

exchange.

Article 160 Registered bonds shall be transferred by way of
endorsement by the bondholder or other methods
stipulated by the laws and administrative regulations. Upon
completion of the transfer, the company shall record the
name and address of the transferee in the corporate bond
counterfoil record book.

Transfer of bearer bonds shall take effect upon

delivery of the bond by the bondholder to the
transferee.
Article 161 A shareholders' general meeting of a listed

company may pass a resolution on issuance of convertible
corporate bonds and stipulate the method of conversion in
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the prospectus of the bond issue. Listed companies issuing
convertible corporate bonds shall obtain the approval of
the securities regulatory authorities of the State Council.

The corporate bond certificates for convertible
corporate bonds shall state the wordings
"convertible corporate bonds" and the balance of
convertible corporate bonds shall be recorded in the

corporate bond counterfoil record book.

Article 162 Companies which have issued convertible
corporate bonds shall convert such corporate bonds into
shares for the bondholders in accordance with the method
of conversion; however the bondholders shall have the
right to opt for conversion of such corporate bonds into
shares or not to convert.

CHAPTER VIII FINANCE AND ACCOUNTING OF
COMPANIES

Article 163 Companies shall establish their finance and
accounting system in accordance with the provisions of the
laws and administrative regulations and the rules of the
finance authorities of the State Council.

Article 164 Companies shall prepare financial accounting
reports at the end of each accounting year and such
financial accounting reports shall be audited by an
accounting firm in accordance with the provisions of the
law.

Preparation of financial accounting reports shall
comply with the provisions of the laws and
administrative regulations and the rules of the

finance authorities of the State Council.

Article 165 Limited liability companies shall deliver their
financial accounting reports to all shareholders by the
deadline stipulated in the articles of association of the
company.

The financial accounting reports of a company
limited by shares shall be made available at the
company at least 20 days before the date of the
annual general meeting for inspection by the
shareholders; companies limited by shares which

have made public offering of shares shall announce

their financial accounting reports.

Article 166 Companies shall contribute 10% of the profits
into their statutory surplus reserve upon distribution of
their post-tax profits of the current year. A company may
discontinue the contribution when the aggregate sum of
the statutory surplus reserve is more than 50% of its
registered capital.
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Where the balance of the statutory surplus reserve
of a company is insufficient to make good its losses
in the previous year, the company shall make good
such losses using its profits of the current year
before making contribution to the statutory surplus
reserve in accordance with the provisions of the

preceding paragraph.

Upon contribution to the statutory surplus reserve
using its post-tax profits, a company may make
further contribution to the surplus reserve using its
post-tax profits in accordance with a resolution of
the board of shareholders or a shareholders' general

meeting.

The provisions of Article 34 shall apply to the limited
liability companies for making good of losses and
contribution to the surplus reserve using post-tax
profits; companies limited by shares shall make
contributions based on the shareholding ratio of the
shareholders, unless their articles of association

provide otherwise.

Where the board of shareholders, the shareholders'
general meeting or the board of directors violates
the provisions of the preceding paragraphs to make
profit distribution to the shareholders before
making good the losses and contributing to the
statutory surplus reserve, the shareholders shall

return such distributed profits to the company.

Companies which have made a share buyback shall
not make profit distributions on bought-back

shares.

Article 167 The proceeds from shares of a company limited
by shares issued at a premium and other income which are
required to be contributed to the statutory surplus reserve
as provided by the finance authorities of the State Council
shall be contributed to the statutory surplus reserve
accordingly.
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to make good the losses of the company or expand the
. N business and production of the company or converted into
RNENATRERATRAMABMNSIR. #7K additional capital. However, the statutory surplus reserve

AR R A SR, (B2 shall not be used to make good the losses of the company.
BARLREMEATIAMATNSIR.
In the event of a conversion of statutory surplus
IBEATRERRAEARN , FIEBEFINZINA reserve into additional capital, the balance of the
RENMEDTRIEFIAREMEARNEDZ statutory surplus reserve after the conversion shall
+h. not be less than 25% of the registered capital of the

company before the increase.

F—BE/NTNE Article 169 Appointment or removal of the auditor of a
company shall comply with the provisions of the provisions
of the articles of association of the company and decided

e, BEFEDATEITTSSAISIT by the board of shareholders, a shareholders' general

ERET KB ASIERE RS meeting or the board of directors.

BIRASSEESIRRE, The board of shareholders, a shareholders' general

meeting or the board of directors shall allow the

REAWERE. BRASHEEESHFES
RATITSESBEHTRAR , HAAITFRITITS

SEFRIAE L,
F—HBLtTH Article 170 Companies shall provide accurate and complete
accounting vouchers, accounting books, financial
accounting reports and other accounting information to

NEINHEEANSITHTESFHRME their auditor and shall not refuse to provide information,
o L gt . hide or provide false information.
. RERLHEE. 2UHIKE MEaiHR P

ENREMSITRR, A58, RE. Tk,
F—BttT—% Article 171 Companies shall not establish separate
accounting books other than statutory accounting books.

RNERFEEISTTES , AMEBMU AT
M.

auditor to make a representation when passing a

resolution on the removal of the auditor.

Company assets shall not be deposited in accounts

opened and maintained in the name of an

SABEF , AELMERINABYIFZIK individual.

FEHE,
BNE NTEFH. 9. BE. HE CHAPTER IX MERGER, DIVISION, INCREASE IN CAPITAL
AND CAPITAL REDUCTION OF COMPANIES
F—BEtt+—% Article 172 Mergers of companies may take the form of

mergers by absorption or mergers by new establishment.
REIEGHAIURRRK S FHEETIRE
%kt

Mergers by absorption shall mean that one
company admits one or more other companies into
— NN EREMAT AR ESFE , #IK its own company, whereby the admitting company
KBS AN EIREL., BN EATSHHEST—A g survives and the admitted company or companies
RANTIAINEESH , SHEHREL are dissolved. Mergers by new establishment shall
mean that two or more companies merge to
establish a new company, whereby each party to the

merger is dissolved.
F—BEtT=% Article 173 The parties to a merger shall enter into a
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merger agreement for a company merger and prepare a
balance sheet and a list of assets. The company shall notify
its creditors within ten days from the date of the resolution
on the merger and publish an announcement on the
newspapers within 30 days. The creditors may demand,
within 30 days from receipt of the notice (or within 45 days
for those creditors who did not receive the notice), that the
company settles the debts or provide the corresponding
guarantee.

Article 174 The surviving company or the newly established
company of a merger will assume the claims and debts of
the parties to the merger.

Article 175 In the event of a division, the assets of the
company shall be divided accordingly.

A company which proposes a division shall prepare
a balance sheet and a list of assets. The company
shall notify their creditors within ten days from the
date of resolution on the division and publish an

announcement on the newspapers within 30 days.
Article 176 The surviving company of a division shall bear
joint liability for the debts of a company prior to its
division, unless the company prior to the division and its
creditors have entered into an agreement in writing on
debt settlement.

Article 177 A company which proposes to reduce its
registered capital shall prepare a balance sheet and a list of
assets.

The company shall notify its creditors within ten
days from the date of resolution on reduction in
registered capital and publish an announcement on
the newspapers within 30 days. The creditors may
demand, within 30 days from receipt of the notice
(or within 45 days for those creditors who did not
receive the notice), that the company settles the

debts or provide the corresponding guarantee.
Article 178 Contribution to the additional capital of a
limited liability company by its shareholders shall comply
with the relevant provisions of this Law on capital
contribution by shareholders of limited liability companies
at the time of establishment.

Subscription by shareholders to new shares issued
by a company limited by shares for an increase in

registered capital shall comply with the relevant
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provisions of this Law on subscription of shares by
shareholders of companies limited by shares at the

time of establishment.
F—BLtTNE Article 179 In the event of a merger or division or change
in registration details, change of registration formalities
. N . . shall be completed with the company registration
NEIEHFEDL , BICEMREE authorities in accordance with the provisions of the law;
oy e en . when a company is dissolved, de-registration formalities
fY . RSEGARIARECHRDEEEED | shall be completed in accordance with the provisions of
= 12 [t —yeuzesm . o the law; registration formalities shall be completed in
N \ SETERNER © 1T ! . . .
AEIEREY , MEHKEDEARFEED | R accordance with the provisions of the law for

STHRATIN | RIESIRENBATIRSRAE,  establishment of anew company.

NEENEE RS ERAA | RS ECER Change in registration formalities shall be
NEESTH DB EED completed with the company registration authorities
in accordance with the provisions of the law for

increase or reduction of registered capital.

FTE NEIEEFIER CHAPTER X DISSOLUTION AND LIQUIDATION OF
COMPANIES

F—BE/\+%& Article 180 A company shall be dissolved for the following
reasons:

REIETHIREREA :

(1) expiry of the term of operation stipulated in the
(—) N ERNENE I HIRE#RaE articles of association of the company or occurrence
N EENENEMREER LM ; of an event which triggers the dissolution as
provided in the articles of association of the

(Z) BRERSHERFASIRAERL ;

company;

(=) BRARGHEE D LTREML

(2) a resolution on dissolution has been passed by

(I9) iRERmREENE, So%T the board of shareholders or a shareholders' general

EWIRE meeting;
() ARERRBALESE—F/\+ % (3) where the dissolution is required by a merger or
AIRRE T LARRES. division;

(4) the business licence is revoked or the company is

ordered to be closed down;

(5) a dissolution of the company is ordered by a
people's court in accordance with the provisions of

Article 182.

F—E/\+—% Article 181 In the event of any of the circumstances set out
in item (1) of Article 180, the company may continue to
exist by making an amendment to its articles of

NEEREE—B/\TEE (—) WBH association.

19, TLABT B A B EREMFEL.
Amendment to the articles of association of a

KBRS A B ERE , BREEL limited liability company in accordance with the
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provisions of the preceding paragraph shall require
a resolution passed by a two-third majority of votes
cast by its shareholders; in the case of a company
limited by shares, such a resolution shall be passed
by a two-third majority of votes cast by its
shareholders present at a shareholders' general

meeting.

Article 182 Where a company experiences serious
difficulties in its business and the shareholders will suffer
serious damages if the company continues its operation, a
shareholder or a group of shareholders holding 10% or
more of the shares of the company may, in the absence of
any other means, request for a mandatory dissolution of
the company by a people's court.

Article 183 Where a company is dissolved in accordance
with the provisions of item (2), item (4) or item (5) of
Article 180, a liquidation group shall be established to
commence liquidation within 15 days from the occurrence
of the event which triggers the dissolution. The liquidation
group of a limited liability company shall be formed by the
shareholders; the liquidation group of a company limited
by shares shall comprise members appointed by the
directors or the board of shareholders. Where the
liquidation group is not established by the deadline to
conduct liquidation, the creditors may apply to a people's
court to appoint a liquidation group to conduct liquidation.
The people's court shall accept the application and form a
liquidation group promptly to conduct liquidation.

Article 184 The liquidation group shall exercise the
following duties and powers during the liquidation period:

(1) disposal of company assets, preparation of

balance sheet and list of assets;

(2) notification to creditors and public

announcement;

(3) handling outstanding business of the company

which relates to the liquidation;

(4) settlement of outstanding tax payments and tax

payments which arise during the liquidation period;
(5) settlement of creditors' rights and debts;

(6) disposal of assets remaining after settlement of

the company's debts; and
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(7) representing the company in civil litigation.
Article 185 The liquidation group shall notify the creditors
within ten days from the date of its establishment and
publish an announcement on the newspapers within 60
days. The creditors may, within 30 days from receipt of the
notice (or within 45 days for those creditors who did not
receive the notice), declare their creditors' rights to the
liquidation group.

Creditors declaring their creditors' rights shall
provide details of the creditors' rights and the
relevant proof. The liquidation group shall register

the creditors' rights.

During the declaration period, the liquidation group

shall not settle any creditors' rights.

Article 186 Upon disposal of company assets and
preparation of the balance sheet and list of assets by the
liquidation group, a liquidation plan shall be formulated
and reported to the board of shareholders, a shareholders'
general meeting or a people's court for confirmation.

The company assets shall be applied for the
payment of liquidation expenses, employees' wages,
social security premiums and statutory
compensation, payment of outstanding taxes and
settlement of company debts; the remaining assets
shall be distributed to shareholders in accordance
with the ratio of capital contribution in the case of a
limited liability company and in accordance with the
ratio of shareholders in the case of a company

limited by shares.

During the liquidation period, a company shall not
engage in business operations which are not related
to the liquidation. Company assets shall not be
distributed to the shareholders prior to settlement

of the aforesaid liabilities.

Article 187 Where the liquidation group discovers upon
disposal of company assets and preparation of the balance
sheet and list of assets that the company assets are
insufficient to settle the debts, an application shall be
made to a people's court to declare the company
bankrupt.
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Where a company has been declared bankrupt by a
people's court, the liquidation group shall transfer

the liquidation task to the people's court.

Article 188 Upon completion of the liquidation, the
liquidation group shall prepare and submit a liquidation
report to the board of shareholders, a shareholders'
general meeting or a people's court for confirmation,
submit a copy of the liquidation report to the company
registration authorities to apply for de-registration and
make a public announcement of the termination of the
company.

Article 189 Members of a liquidation group shall perform
their duties diligently and perform liquidation obligations
in accordance with the provisions of the law.

Members of a liquidation group shall not abuse their
duties and rights to accept bribes or other illegal

income and shall not convert company assets.

Members of a liquidation group shall bear
compensation liability towards the company or its
creditors for damages suffered by the company or
its creditors due to an intentional or serious mistake

of the member(s) of the liquidation group.
Article 190 Where a company is declared bankrupt in
accordance with the provisions of the law, bankruptcy
liquidation shall be conducted in accordance with the
provisions of enterprise bankruptcy laws.

CHAPTER XI BRANCHES OF FOREIGN COMPANIES

Article 191 Foreign companies referred to in this Law shall
mean companies established outside China in accordance
with the provisions of foreign laws.

Article 192 An application for establishment of a branch in
China by a foreign company, the articles of association of
the company and certificate of incorporation issued by the
country of origin etc shall be submitted to the authorities
in China. Upon approval, registration formalities shall be
completed with the company registration authorities and a
business licence shall be obtained.

Measures on examination and approval of branches
of foreign companies shall be provided separately

by the State Council.

Article 193 A foreign company shall appoint a
representative or an agent for its branch in China and
allocate funds corresponding to the operations of the
branch.

The State Council shall provide regulations on the
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statutory minimum operating funds of branches of

foreign companies separately.

Article 194 Branches of foreign companies shall state their
nationality and form of business entity in their name.

Branches of foreign companies shall keep a copy of
the articles of association of the foreign company in

their office.

Article 195 Branches established in China by foreign
companies do not qualify as a Chinese legal person.

Foreign companies shall bear civil liability for the

businesses carried out by their branches in China.

Article 196 Branches of foreign companies duly established
in China to engage in business activities shall comply with
the provisions of China laws and shall not infringe upon
public interest; their legal rights and interests shall be
protected by China laws.

Article 197 A foreign company shall settle all debts of its
branch in China in accordance with the provisions of the
law when it closes down its branch in China and shall
conduct liquidation in accordance with company
liquidation procedures stipulated in this Law. Prior to
settlement of the debts, a foreign company shall not
transfer the assets of its branch out of China.

CHAPTER XII LEGAL LIABILITY

Article 198 Any party who violates the provisions of this
Law in making a fraudulent declaration of its registered
capital, submitting false materials or adopt other
fraudulent means to conceal important fact to obtain
company registration shall be ordered by the company
registration authorities to make correction; a fine ranging
from 5% to 15% of the registered capital shall be imposed
on a company which has made fraudulent declaration; a
fine ranging from RMB50,000 to RMB500,000 shall be
imposed on a company which has submitted false
materials or adopt other fraudulent means to conceal
important fact; where the circumstances are serious, the
company shall be de-registered or have its business licence
revoked.

Article 199 Promoters or shareholders who made false
capital contribution or fail to make cash or non-cash
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contribution in accordance with the schedule shall be
ordered by the company registration authorities to make
correction and imposed with a fine ranging from 5% to
15% of the amount of false capital contribution.

Article 200 Promoters or shareholders who withdraw their
capital contribution after the company is incorporated shall
be ordered by the company registration authorities to
make correction and a fine ranging from 5% to 15% of the
amount of withdrawn capital contribution.

Article 201 A company which violates the provisions of this
Law in establishing separate accounting books other than
statutory accounting books shall be ordered by the finance
authorities of a people's government of county level and
above to make correction and be imposed with a fine
ranging from RMB50,000 to RMB500,000.

Article 202 Where a company made false records or
concealed important fact on financial accounting reports
etc provided to the relevant authorities as required by the
law, the person-in-charge and other personnel who are
directly responsible shall be imposed a fine ranging from
RMB30,000 to RMB300,000 by the relevant authorities.

Article 203 A company which fails to contribute to
statutory surplus reserve in accordance with the provisions
of this Law shall be ordered by a people's government of
county level and above to make up for the contribution
and may be imposed a fine of not more than RMB200,000.

Article 204 A company which fails to notify its creditors or
make an announcement for its merger, division, reduction
in registered capital or liquidation in accordance with the
provisions of this Law shall be ordered by the company
registration authorities to make correction and be imposed
a fine ranging from RMB10,000 to RMB100,000.

A company in liquidation which concealed its assets
or made false records on its balance sheet or list of
assets or distribute company assets before
settlement of its debts shall be ordered by the
company registration authorities to make correction
and be imposed a fine ranging from 5% to 10% of
the amount of company assets concealed or the

amount of company assets distributed prior to debt
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settlement; the person-in-charge and other
personnel who are directly responsible shall be
imposed a fine ranging from RMB10,000 to
RMB100,000.

Article 205 The company registration authorities shall issue
a warning to a company in liquidation which engages in
business operations unrelated to the liquidation and
confiscate its illegal income.

Article 206 A liquidation group which fails to submit a
liquidation report to the company registration authorities
in accordance with the provisions of this Law or concealed
an important fact or made a major omission in the
liquidation report shall be ordered by the company
registration authorities to make correction.

A member of a liquidation group who abuses
his/her duties and powers to obtain dishonest gains,
illegal income or conversion of company assets shall
be ordered by the company registration authorities
to return the company asset and surrender the
illegal income and be imposed a fine ranging from

one to five times the amount of the illegal income.
Article 207 The company registration authorities shall
confiscate the illegal income of an asset valuation
organisation or a capital verification organisation which
provides false materials and impose a fine ranging from
one to five times of the amount of illegal income; the
relevant authorities may order the organisation to cease
operations or revoke the qualification certificate of those
personnel who are directly responsible or revoke the
business licence of the organisation.

An asset valuation organisation or a capital
verification organisation which provides a report
containing a major omission by mistake shall be
ordered by the company registration authorities to
make correction; where the circumstances are
serious, a fine ranging from one to five times of the
income shall be imposed and the relevant
authorities may order the organisation to cease
operations or revoke the qualification certificate of
those personnel who are directly responsible or

revoke the business licence of the organisation.

Where the creditors of the company suffer damages

due to an inaccurate valuation or capital verification
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issued by an asset valuation organisation or a capital
verification organisation, the valuation organisation
or capital verification organisation shall bear
compensation liability within the scope of the
inaccurate valuation or verification unless it is able
to prove that the fault does not lie with the

organisation.

Article 208 Where the company registration authorities
grant registration to applicants which do not satisfy the
requirements stipulated in this Law or reject registration
applications which satisfy the requirements stipulated in
this Law, the person-in-charge and other personnel who
are directly responsible shall be subject to administrative
punishment in accordance with the provisions of the law.

Article 209 Where the higher company registration
authorities order the company registration authorities to
grant registration to applicants which do not satisfy the
requirements stipulated in this Law or to reject registration
applications which satisfy the requirements stipulated in
this Law or to cover up illegal registration, the person-in-
charge and other personnel who are directly responsible
shall be subject to administrative punishment in
accordance with the provisions of the law.

Article 210 An entity which is not duly registered as a
limited liability company or a company limited by shares
but uses the name of a limited liability company or a
company limited by shares or an entity which is not duly
registered as a branch company of a limited liability
company or a company limited by shares but uses the
name of a branch company of a limited liability company
or a company limited by shares shall be ordered by the
company registration authorities to make correction or to
be closed down and may be imposed a fine of not more
than RMB100,000.

Article 211 A company which fails to commence operations
after six months from its incorporation or cease operations
for more than six months after commencement of
operations arbitrarily without any justification shall have its
business licence revoked by the company registration
authorities.

A company which fails to complete change of
registration formalities for a change in company
registration details in accordance with the provisions
of the Law shall be ordered by the company
registration authorities to complete the registration
formalities by a stipulated deadline; if the

registration formalities are not completed by a
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stipulated deadline, a fine ranging from RMB10,000

to RMB100,000 shall be imposed.

Article 212 A foreign company which violates the
provisions of this Law in establishing a branch company in
China shall be ordered by the company registration
authorities to make correction or to be closed down and
may be imposed a fine ranging from RMB50,000 to
RMB200,000.

Article 213 A company which uses the name of a company
to engage in activities which compromise national security
or public interest shall have its business licence revoked.

Article 214 A company which violates the provisions of this
Law shall bear civil compensation liability and pay fines and
penalties; where its assets are insufficient for payment, civil
compensation shall take precedence.

Article 215 Where a violation of the provisions of this Law
constitutes a criminal offence, criminal liability shall be
pursued in accordance with the provisions of the law.

CHAPTER XIII SUPPLEMENTARY PROVISIONS
Article 216 The following terms used in this Law shall take
the following definitions:

(1) Senior management personnel shall mean the
manager, deputy manager, financial controller,
board secretary of a listed company and other
personnel stipulated in the articles of association of

the company.

(2) Controlling shareholder shall mean a shareholder
who contributes to 50% or more of the capital of a
limited liability company or a shareholder who holds
50% or more of the shares of a company limited by
shares or a shareholder who is able to exercise
significant influence on the resolutions of the board
of shareholders or a shareholders' general meeting
even though it contributes to less than 50% of the

capital or holds less than 50% of the shares.

(3) Actual controlling party shall mean a party which
exercises actual control over a company as investor

or throuah other aareements or arranaements even
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supervisors, senior management personnel of a
company and those enterprises which have a direct
or indirect control over a company or whose
relationship with the company may result in a
transfer of the company's interests. However, fellow
State-controlled enterprises shall not be deemed as

related parties merely for this affiliation.
FE—E% Article 217 The provisions of this Law shall apply to

foreign-invested limited liability companies and companies

limited by shares; where the laws on foreign investment
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CHAPTER 1 — GENERAL PROVISIONS
Article 1

This Law is enacted in order to maintain the basic economic
institution of the state, to consolidate and develop the state-
owned economy, to strengthen the protection of state-owned
assets, to enable the state-owned economy to play a leading
role in the economy, and to promote the development of

socialist market economy.
Article 2

The term "state-owned assets in enterprises” (hereinafter
referred to as state-owned assets) as used in this Law refers to
rights and interests arising from the state's capital contributions

of all types to enterprises.
Article 3

State-owned assets are owned by the state, i.e. are owned by
the public as a whole. The State Council shall exercise the state's

ownership rights in state-owned assets on its behalf.
Article 4

The State Council and local people's governments shall, in
accordance with laws and administrative regulations, perform
the responsibilities of an investor and exercise investors' rights

to state-invested enterprises respectively on behalf of the state.

With regard to large-scale state-invested enterprises which are

recognised by the State Council as enterprises that influence the
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economic lifeline of citizens and national security, as well as
state-invested enterprises in the fields of key infrastructure and
vital natural resources, investors' duties shall be performed by
the State Council on behalf of the state. Investors' duties for
other state-invested enterprises shall be performed by local

governments on behalf of the state.
Article 5

The term "state-invested enterprises" as used in this Law refers
to wholly state-owned enterprises, wholly state-owned
companies, state-controlled companies and partly state-owned

companies to which the state contributes capital.
Article 6

The State Council and local people's governments shall, in
accordance with the principle of the separation of government
and enterprise, the separation of social and public
administrative functions from the functions of state-owned
asset investors, and respecting the lawful and independent
operation of enterprises, perform investors' duties in

accordance with the law.
Article 7

The state shall take measures to support the concentration of
state-owned capital in vital sectors and key fields relating to the
economic lifeline of citizens and national security, optimise the
distribution and structure of the state-owned economy,
promote the reform and development of state-owned
enterprises, improve the overall quality of the economy, and
strengthen its control and influence over the state-owned

economy.
Article 8

The state shall establish and improve the state-owned assets
administration and supervision system commensurate with the
development of socialist market economy, establish and
improve the evaluation and accountability system for
maintaining and increasing the value of state-owned assets, and
designate the responsibilities for maintaining and increasing the

value of state-owned assets to specific persons.
Article 9
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The state shall establish and improve the basic administrative
system for state-owned assets, the specific measures for said
assets shall be formulated in accordance with the requirements

of the State Council.
Article 10

State-owned assets shall be protected by law and rights to such

assets shall not be infringed by any institution or individual.
CHAPTER 2 — ORGANS THAT PERFORM THE DUTIES OF AN INVESTOR
Article 11

The State-owned Assets Supervision and Administration
Commission under the State Council and state-owned assets
supervision and administration organs established by local
governments in accordance with the requirements of the State
Council shall, subject to the authorisation of the government at
the same level, perform investors' duties for state-invested

enterprises on behalf of the governments at the same level.

The State Council and local people's governments may, where
necessary, authorise other departments and organs to perform
investors' duties for state-invested enterprises on behalf of the

government at the same level.

Organs and departments that perform investors' duties on
behalf of the government at the same level are hereinafter

referred to as organs that perform the duties of an investor.
Article 12

Organs that perform the duties of an investor shall exercise
investors' rights to state-invested enterprises, including the
rights to derive a profit from their assets and to participate in
significant decisions and the selection of managers, on behalf of

the government at the same level.

Organs that perform the duties of an investor shall, in
accordance with laws and administrative regulations, formulate
or participate in formulating the articles of association of state-

invested enterprises.

Organs that perform the duties of an investor shall seek
approval from the government at the same level on major

matters relating to investors' duties that require the approval of
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the government at the same level in accordance with laws,
administrative regulations and the regulations of the

government at the same level.
Article 13

When participating in any shareholders' meeting or general
meeting of shareholders held by a state-controlled company or
partly state-owned company, shareholders appointed by organs
to perform the responsibilities of investors shall, in accordance
with the instructions of the appointing organ, make proposals,
express opinions, exercise voting rights and report on all
information and results that relate to the performance of their

responsibilities in a timely manner.
Article 14

Organs that perform the duties of an investor shall, in
accordance with laws, administrative regulations and
enterprises' articles of association, perform investors' duties,
safeguard investors' rights and interests and prevent the loss of

state-owned assets.

Organs that perform the duties of an investor shall protect the
lawful rights of enterprises as market subjects and shall not
intervene in enterprises' operations other than when performing

investors' duties in accordance with the law.
Article 15

Organs that perform the duties of an investor shall be
responsible to the government at the same level, report on their
performance of investors' duties to the government at the same
level, accept the supervision and evaluation of the government
at the same level, and take responsibility for maintaining and

increasing the value of state-owned assets.

Organs that perform the duties of an investor shall, in
accordance with the relevant regulations of the state, submit a
summary analysis on the total value and structure of state-
owned assets, along with any changes therein, profits derived
therefrom and other information, to the government at the

same level on a regular basis.
CHAPTER 3 — STATE-INVESTED ENTERPRISES
Article 16
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State-invested enterprises shall, in accordance with laws,
administrative regulations and their articles of association, have
the right to possess, utilise, profit from or dispose of their

movable assets, immovable assets and other property.

Independent operating rights and other legitimate rights of

state-invested enterprises shall be protected by law.
Article 17

State-invested enterprises that engage in operating activities
shall abide by laws and administrative regulations, strengthen
their operating management practices, enhance their
profitability, accept the administering and supervision of the
government and relevant departments and organs, as well as
public scrutiny, and shall assume responsibilities to both society

and investors.

State-invested enterprises shall establish and improve sound
corporate governance structure, in addition to internal

supervision and risk control systems, in accordance with the law.
Article 18

State-invested enterprises shall, in accordance with laws,
administrative regulations and the requirements of the State
Council Finance Department, establish and improve their
financial and accounting systems, establish accounting books,
perform auditing pursuant to accounting standards and provide
investors with accurate and complete financial and accounting
information in accordance with laws, administrative regulations

and their articles of association.

State-invested enterprises shall distribute profits to investors in
accordance with laws, administrative regulations and their

articles of association.
Article 19

Wholly state-owned companies, state-controlled companies
and partly state-owned companies shall establish a board of
supervisors in accordance with the PRC, Company Law. The

board of supervisors of any wholly state-owned enterprises shall
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be formed by supervisors designated by organs that perform
the duties of an investor in accordance with the relevant

regulations of the State Council.

The board of supervisors of all state-invested enterprises shall,
in accordance with laws, administrative regulations and their
articles of association, supervise the activities of directors and
senior management in performing their duties, and supervise

and examine the financial status of the enterprise.
Article 20

State-invested enterprises shall implement democratic
management practices through an employee congress or in

another manner in accordance with the law.
Article 21

State-invested enterprises shall lawfully enjoy investors' rights
such as the right to profit from assets, the right to participate in
the making of major decisions and the selection of managers,
etc., of or by the enterprises to which they make capital

contributions.

State-invested enterprises shall, in accordance with laws and
administrative regulations and by way of formulating or
participating in formulating their articles of association,
establish internal supervision and risk control systems with
defined powers and duties, in addition to effective checking
mechanisms, for enterprises to which they make capital
contributions, and shall protect the rights and interests of

investors.

CHAPTER 4 — SELECTION AND EVALUATION OF MANAGERS OF
STATE-INVESTED ENTERPRISES

Article 22

Organs that perform the duties of an investor shall, in
accordance with laws, administrative regulations and
enterprise's articles of association, appoint, dismiss and propose
the appointment or dismissal of the following state-invested

enterprise personnel:

(1) The appointment or dismissal of managers, assistant
managers, personnel responsible for financial affairs and other

senior managers of wholly state-owned enterprises;
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(2) The appointment or dismissal of the chairman of the board
of directors, vice chairman of the board of directors, directors,
chairman of the board of supervisors and supervisors of wholly

state-owned companies; and

(3) Proposing candidates for directors and supervisors of state-
controlled companies and partly state-owned companies to the

shareholders' meeting or general meeting of shareholders.

In state-invested enterprises, persons appointed to directors'
and supervisors' posts which are to be held by employee
representatives shall be elected by employees through
democratic procedures in accordance with relevant laws and

administrative regulations.
Article 23

Directors, supervisors and senior managers appointed or put
forward for appointment by organs that perform the duties of

an investor shall meet the following requirements:
(1) Have a record of good behaviour;

(2) Have expertise and ability commensurate with the

requirements of the post;

(3) Be physically capable of meeting the demands involved in

performing the relevant duties; and

(4) Other conditions specified by laws and administrative

regulations.

Where any director, supervisor or senior manager no longer
meets the requirements set out in the preceding paragraph or
where any of the circumstances specified in the PRC, Company
Law occur such that he or she may no longer serve as a director,
supervisor or senior manager, the organ that performs the
duties of an investor shall dismiss or propose that he or she be

dismissed in accordance with the law.

Article 24
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Organs that perform the duties of an investor shall evaluate
directors, supervisors and senior manager candidates to be
appointed or proposed for appointment in accordance with
prescribed conditions and procedures and appoint or propose
to appoint those deemed to be qualified within the scope of

their powers.
Article 25

No director or senior manager of a wholly state-owned
enterprise or wholly state-owned company shall provide any
service concurrently in another enterprise without obtaining the
consent of the organ that performs the duties of an investor. No
director or senior manager of a state-controlled company or
partly state-owned company shall hold any post concurrently in
another enterprise that carries on business of the same type
without obtaining the consent of the shareholders' meeting or

the general meeting of shareholders.

No chairman of the board of directors of a wholly state-owned
company shall serve as the manager of that company
concurrently without obtaining the consent of the organ that
performs the duties of an investor. No chairman of the board of
directors of a state-controlled company shall serve as its
manager concurrently without obtaining the consent of the

shareholders' meeting or the general meeting of shareholders.

No director or senior manager shall serve as a supervisor

concurrently.
Article 26

Directors, supervisors and senior managers of state-invested
enterprises shall abide by laws, administrative regulations and
articles of association and perform their duties with good faith
and due diligence to such enterprises, and shall not accept any
bribe or obtain any other illegal income or benefit, embezzle or
misappropriate enterprise assets, make decisions on major
matters without authorisation or in violation of procedures, or
infringe the rights and interests of other investors in state-

owned assets.
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Article 27

The state shall establish an evaluation system for the
performance of managers of state-invested enterprises. Organs
that perform the duties of an investor shall evaluate the
performance of the managers they appoint both annually and
over the whole term of their appointments, and shall determine

their awards or penalties according to the evaluation results.

Organs that perform the duties of an investor shall ascertain the
remuneration levels for state-invested enterprise managers they

appoint in accordance with the relevant regulations of the state.
Article 28

The main personnel in charge of wholly state-owned
enterprises, wholly state-owned companies and state-controlled
companies shall be subject to economic responsibility audits in

respect of their respective terms of office.
Article 29

Where the State Council and local government require that the
managers specified in Items 1 and 2 of Paragraph 1 of Article 22
of this Law be appointed and dismissed by the government at
the same level, such requirements shall apply. Organs that
perform the duties of an investor shall evaluate, reward or
penalise such managers and determine their remuneration

levels.

CHAPTER 5 — MAJOR MATTERS CONCERNING THE RIGHTS AND
INTERESTS OF INVESTORS IN STATE-OWNED ASSETS

Section 1 — General Rules

Article 30

Major events involving state-invested enterprises, including but
not limited to mergers, divisions, restructurings, listings,
increases or reductions in registered capital, issuance of bonds,
major investments, providing major guarantees to external
parties, transfers of major assets, large-scale donations, profit
distributions, dissolutions and applications for bankruptcy shall
be carried out in accordance with laws, administrative
regulations and articles of association, and shall not damage the

rights and interests of investors or creditors.
Article 31

page 9 of 23



EEmEel. BEHRER
S5, PN, BNsERENE
MRA , K755 DB ,
LA RS, ERiBHRT , HEfTH
BAIRSERITHIIRTE.

B=TTFK

EEmEel. EEHEA
SENER=TFMFISIR ,
PRI AR =+ —FEXRE
. ITBOERAR AV ESFZATIR
T, HETHE AIRRSZAIIIR
ERILASN , EEIRE IR
RBRASKKTCRE , BEEHE
NEHERSRE.

B=t=%

EERTERAR. EAR
RERATEARER =157
FIRY , REREER. 1TBUELA
RABEREAINE  HATRSE
2. REASHEEFSIRE.
MRS, RRASRERN , B
ITHBE ABRSAWIMEIRRIR SR
ARNISEBAES T =FAIN
TEATEAF,

B=1U%

BEENEAERKEW. BF
RRNE. EERNEIRATIY
BFf. DI, R BB
ROER. TECEHMARARE
FFARE N =5 FR B T H B ABRZSAY
SRR R A BB ERIE
AEI, EITHE ARG
EfFHRENEEEZIRSINE

Decisions on mergers, divisions, increases or reductions in
registered capital, issuance of bonds, profit distributions,
dissolutions, applications for bankruptcy and other major events
involving wholly state-owned enterprises and wholly state-
owned companies shall be made by organs that perform the

duties of an investor.
Article 32

Where any of the events listed in Article 30 occurs in relation to
a wholly state-owned enterprise or wholly state-owned
company, the relevant decisions shall be made by the persons
in charge of the wholly state-owned enterprise, as applicable, or
through collective discussions or by the board of directors of a
wholly state-owned company, as applicable, unless decisions on
the event in question are to be made by the organ that
performs the duties of investors in accordance with Article 31
and relevant laws, administrative regulations and the

enterprise's articles of association.
Article 33

Where any of the events listed in Article 30 occurs in relation to
a state-controlled company or partly state-owned company, the
relevant decisions shall be made by the shareholders' meeting,
the general meeting of shareholders or the board of directors in
accordance with laws, administrative regulations and the
company's articles of association. Where such decisions are
made by the shareholders' meeting or the general meeting of
shareholders, shareholder representatives designated by the
organ that performs the duties of an investor shall exercise their

rights in accordance with Article 13 of this Law.
Article 34

Any merger, division, restructuring, dissolution or application
for bankruptcy involving a significant wholly state-owned
enterprise, wholly state-owned company or state-controlled
company, and any other major event required to be reported by
organs that perform the duties of an investor to the
government at the same level for approval in accordance with
laws, administrative regulations and regulations of the

government at the same level shall be reported by organs that
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perform the duties of an investor to the government at the
same level for approval before any decision is made or any
instructions are issued to their designated shareholder
representatives to participate in the relevant shareholders'
meeting or general meeting of shareholders of the state-

controlled company in question.

Whether or not a wholly state-owned enterprise, wholly state-
owned company or state-controlled company as specified in
this Law is significant shall be determined in accordance with

the relevant regulations of the State Council.
Article 35

When state-invested enterprises are involved in events such as
issuing bonds or making investments and the relevant laws and
administrative regulations require that such an event be
submitted to the government or relevant government

departments for approval, verification or filing, such rules shall
e

State-invested enterprises shall make investments in
compliance with the industrial policy of the state and carry out
feasibility studies in accordance with the relevant regulations of
the state. Transactions with other entities shall be executed on a

fair, non-gratuitous and reasonable basis.
Article 37

For any major event such as a merger, division, restructuring,
dissolution or application for bankruptcy, state-invested
enterprises shall consult with the trade union of the enterprise
and listen to the opinions and advice of employees through the

employee congress or in another format.
Article 38

Wholly state-owned enterprises, wholly state-owned companies
and state-controlled companies shall perform investors' duties
for enterprises to which they make capital contributions by
reference to this Chapter, the specific measures for which shall

be formulated by the State Council.
Section 2 — Enterprise Restructuring
Article 39
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The term "enterprise restructuring” as used in this Law refers to:

(1) The restructuring of a wholly state-owned enterprise into a

wholly state-owned company;

(2) The restructuring of a wholly state-owned enterprise or a
wholly state-owned company into a state-controlled company

or a non-state-controlled company; and

(3) The restructuring of a state-controlled company into a non-

state-controlled company.
Article 40

Enterprise restructuring shall be carried out in compliance with
statutory procedures and decisions thereon shall be made by
organs that perform the duties of an investor or by the

shareholders’ meeting or general meeting of shareholders.

In the restructuring of major wholly state-owned enterprises,
wholly state-owned companies and state-controlled companies,
organs that perform the duties of an investor shall submit the
restructuring plan to the government at the same level for
approval prior to making any decision or issuing instructions to
their designated shareholder representatives to participate in
the shareholders' meeting or the general meeting of

shareholders of the state-controlled company concerned.
Article 41

In enterprise restructuring, a restructuring plan shall be
formulated which specifies the organisational form of the
enterprise after restructuring, the proposal for dealing with the
assets and creditors' rights and debts of the enterprise, the
equity adjustment plan, the restructuring process, the selection
and engagement of asset assessment and financial auditing

agencies, and other particulars.

Where an enterprise restructuring involves a reallocation of
employees, an employee reallocation plan shall be formulated
and shall be adopted by the employee congress or the general

meeting of employees.
Article 42

In an enterprise restructuring, capital settlements, financial
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audits and asset assessments shall be carried out in accordance
with relevant regulations to accurately define and verify assets
and ascertain the values of such assets in an objective and fair

manner.

Where materials, intellectual property rights, land use rights or
other non-monetary assets need to be converted into state-
owned capital contributions or shares in the course of an
enterprise restructuring, the property to be converted shall be
evaluated in accordance with relevant regulations and the
amount of state-owned capital contributions or shares shall be
determined on the basis of the evaluated price. Conversions of
property into shares at an unreasonable price and other

violations of the rights and interests of investors are prohibited.

Section 3 — Related Party Transactions
Article 43

No party affiliated to a state-invested enterprise shall acquire
any illegal interest or damage the rights and interests of the
state-invested enterprise by taking advantage of transactions

therewith.

The term "affiliated parties" as used in this Law refers to
directors, supervisors and senior managers of enterprises, their
close relatives, and enterprises owned or effectively controlled

by such persons.
Article 44

No wholly state-owned enterprise, wholly state-owned
company or state-controlled company shall provide any
affiliated party with funds, products, services or other assets for
free, nor conduct any transaction with an associated party at an

unfair price.
Article 45

No wholly state-owned enterprise or wholly state-owned
company may engage in any of the following activities without
obtaining the consent of the organ that performs the duties of

an investor:

(1) Enter into an asset transfer agreement or lending agreement
with a related party;
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(2) Provide a guarantee to a related party; or

(3) Invest in the establishment of an enterprise in conjunction
with a related party or make an investment in any enterprise
owned or effectively controlled by any director, supervisor or
senior manager of an associated party or any of their close

relatives.
Article 46

Decisions on transactions between state-controlled companies
or partly state-controlled companies and their associated
parties shall determine by the shareholders' meeting, the
general meeting of shareholders or the board of directors in
accordance with the Company Law of the People's Republic of
China and other administrative regulations, in addition to the
company's articles of association. Where such decisions are
made by the shareholders' meeting or the general meeting of
shareholders, the shareholder representatives designated by the
organ that performs investor's duties shall exercise their rights

in accordance with Article 13 of this Law.

When the board of directors makes a resolution on a related
party transaction, no director involved in the transaction shall
exercise his or her voting right or vote on behalf of any other

director.
Section 4 — Asset Assessments
Article 47

Where a wholly state-owned enterprise, wholly state-owned
company or state-controlled company is to be merged with
another company, divided into two or more companies or
restructured, or where a substantial proportion of its assets are
to be transferred, an investment is to be made with any non-
monetary property, or the company is to go into liquidation or
falls under any other circumstances in which an asset
assessment is required by laws, administrative regulations or its
articles of association, an evaluation of the relevant assets shall

be carried out in accordance with relevant provisions.
Article 48

Wholly state-owned enterprises, wholly state-owned companies
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and state-controlled companies shall instruct qualified asset
assessment institutions established in accordance with the law
to carry out asset assessments; where the situation involves any
matter to be reported to the relevant organ that performs the
duties of investors for decision, the details of the asset

assessment institution shall be reported to that organ.
Article 49

Wholly state-owned enterprises, wholly state-owned companies
and state-controlled companies, in addition to their directors,
supervisors and senior managers, shall provide asset
assessment institutions they engage with truthful relevant
particulars and information and shall not collude with any such
asset assessment institution on the setting of asset values in the

course of asset assessment activities.
Article 50

Any asset assessment institution or any staff member thereof
that is authorised to make an evaluation of relevant assets shall,
in compliance with laws, administrative regulations and
evaluation practice standards, do so in an independent,
impartial and equitable manner. Asset assessment institutions

shall be responsible for the asset assessment reports they issue.

Section 5 — Transfers of State-owned Assets
Article 51

The term "transfer of state-owned assets" as used herein means
any course of action by which any interest in an enterprise
owned by the state as a result of any capital contribution
thereto made by the state is assigned to another entity or
individual in accordance with the law, other than a gratuitous
assignment of state-owned assets made in accordance with

relevant provisions of the state.
Article 52

Any transfer of state-owned assets shall be conducive to the
strategic adjustment of the distribution and structure of the
state sector of China's economy, shall prevent any loss of state-
owned assets, and shall not harm the legitimate interests of any
party to the transfer.
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Article 53

Any organ that performs investor's duty shall make a decision
on whether or not to transfer state-owned assets. Where any
such organ decides to transfer all of the state-owned assets in
question, or decides to transfer part of the state-owned assets
in question which will lead to the loss of controlling shareholder
status on the part of the state for the enterprise in question, it
shall report the matter to the people's government at the same

level for approval.
Article 54

The principles of compensation such as equal-value, openness,
fairness and impartiality shall be observed in any transfer of

state-owned assets.

Other than those which may be transferred directly by
agreement in accordance with relevant provisions of the state,
state-owned assets shall be transferred publicly in an
asset/equity transaction executed in accordance with the law.
The transferor shall disclose all relevant information in good
faith to solicit potential transferees; where two or more
potential transferees emerge in the solicitation process, the
transferor shall make a decision on the final transferee by way

of an open auction.

Any transfer of shares listed on a stock exchange shall be
carried out in accordance with the provisions of the PRC,

Securities Law.
Article 55

For any transfer of state-owned assets, the minimum transfer
price shall be determined in a reasonable manner on the basis
of a price that has been evaluated in accordance with the law
and recognised by an organ that performs the duties of an
investor or approved by the people's government at the same

level after being reported by such an organ.
Article 56

Where, when any state-owned assets of an enterprise which, as
provided for in laws, administrative regulations or by the State-

owned Assets Supervision and Administration Commission
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under the State Council, may be transferred to any director,
supervisor, or senior manager of the enterprise, any of their
immediate family members or any enterprise owned or
effectively controlled by any of those persons are to be
transferred, and any of those persons or any such enterprise
participates in such transfer, they shall compete with other
participants on an equal footing; the transferor concerned shall
disclose all relevant information in an honest manner in
accordance with relevant provisions of the state, and no
director, supervisor or senior manager related thereto shall
participate in any activities connected with the preparation and

implementation of any plan for such transfer.
Article 57

Where any state-owned assets are to be transferred to a foreign
investor, such transfer shall be carried out in compliance with
relevant provisions of the state and shall not harm the national

security or public interests of China.
CHAPTER 6 — OPERATING BUDGETS FOR STATE-OWNED CAPITAL
Article 58

The state shall establish a sound operating budget system for
state-owned capital to carry out budget management activities
for income derived from and expenses incurred in relation to
state-owned capital.

Article 59

An operating budget for state-owned capital shall be prepared
for the following types of income derived from and expenses

incurred by the state in relation to state-owned capital:
(1) Profits derived from state-invested enterprises;
(2) Income derived from the transfer of state-owned assets;

(3) Income derived on the liquidation of state-invested

enterprises; and
(4) Other state-owned capital income.
Article 60

People's governments shall prepare separate operating budgets
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for state-owned capital on an annual basis, incorporate such
budgets into the budget of the government, and submit it to

the people's congress at the same level for approval.

Expenses paid out of any operating budget for state-owned
capital shall be arranged on the basis of the amount of
budgetary income for the current year, and no arrangement

shall be made for any deficit.
Article 61

The State Council and the finance departments of relevant local
people's governments shall be responsible for the preparation
of draft operating budgets for state-owned capital. Any organ
that performs the duties of an investor shall submit to the
relevant financial department a preliminary proposal for an
operating budget for state-owned capital in respect of which it

performs the duties of an investor.
Article 62

Specific measures and implementation procedures for the
administration of operating budgets for state-owned capital
shall be formulated by the State Council and reported to the
Standing Committee of the National People's Congress for the

record.
CHAPTER 7 — SUPERVISION OF STATE-OWNED ASSETS
Article 63

The standing committees of people's congresses at all levels
shall pay attention to and review special work reports produced
by the people's government at the same level on the
performance of the duties of investors and on the supervision
and administration of state-owned assets, arrange for
enforcement inspections and other activities with respect to the
implementation of this Law, and perform their supervisory

duties in accordance with the law.
Article 64

The State Council and local people's governments shall
supervise organs they authorise to perform the duties of

investors in the performance of their duties.
Article 65

The State Council and audit authorities in local people's
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governments shall, in accordance with the provisions of the
Audit Law of the People's Republic of China, carry out audit
supervision on the implementation of operating budgets for
state-owned capital and on state-invested enterprises subject to

audit supervision.
Article 66

The State Council and local people's governments shall disclose
to the general public information on the status of state-owned
assets and information on the supervision and administration of
state-owned assets in accordance with the law, and shall be

subject to the supervision of the general public.

Any entity or individual shall have the right to report or
complain about any act that may lead to any loss of state-

owned assets.
Article 67

Any organ that performs the duties of investors may, where
necessary, instruct an accounting firm to audit the annual
financial reports of a wholly state-owned enterprise or wholly
state-owned company or, by way of a resolution adopted at a
meeting of shareholders or general meeting of shareholders,
cause any accounting firm engaged by a state-controlled
company to audit the annual financial reports of the company,

so as to protect the interests of the investor.

CHAPTER 8 — LEGAL LIABILITY
Article 68

Where any organ that performs the duties of an investor acts in
any of the following ways, appropriate penalties shall be
imposed on any principal person directly responsible therefor
and any other person directly responsible therefor in the

relevant organ:

(1) Violating statutory requirements in appointing or
nominating the appointment of any manager of a state-

invested enterprise;

(2) Embezzling, withholding or misappropriating any funds of a

state-invested enterprise or state-owned capital income to be
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turned over to the treasury;

(3) Violating statutory powers or procedures in making a
decision on any significant matter relating to a state-invested

enterprise, thereby leading to a loss of state-owned assets; or

(4) Failing to perform the duties of an investor in accordance
with the law in any other way that leads to a loss of state-

owned assets.
Article 69

Where any staff member of an organ that performs the duties
of an investor neglects his or her duties, abuses his or her
powers, or misuses his or her position for personal gain, and the
circumstances do not constitute a crime, he or she shall be

given an appropriate penalty.
Article 70

Where any shareholder representative appointed by an organ
that performs the duties of an investor fails to perform his or
her duties in accordance with the instructions of that organ,
thereby leading to a loss of state-owned assets, the relevant
shareholder representative shall be held liable to pay
compensation for the loss; where any such shareholder
representative is a person employed by the state, he or she shall

also be given an appropriate penalty.
Article 71

Where any director, supervisor or senior manager of a state-
invested enterprise acts in any of the following ways, thereby
leading to a loss of state-owned assets, the relevant director,
supervisor or senior manager shall be held liable to pay
compensation for the loss; where any such director, supervisor
or senior manager is a person employed by the state, he or she

shall also be given an appropriate penalty:

(1) Taking a bribe or deriving any other illegal income or

inappropriate interest by taking advantage of his or her powers;

(2) Embezzling or misappropriating any of the enterprise's

assets;

(3) In the course of enterprise restructuring, the transfer of its
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property or any other activity, transferring or converting into
shares at a discount any property of the enterprise in violation

of laws, administrative regulations or fair dealing rules;

(4) Conducting any transaction with the enterprise in violation

of the provisions of this Law;

(5) Providing false relevant particulars or information to an asset
assessment institution or accounting firm, or colluding with an
asset assessment institution or accounting firm in issuing a false

asset assessment report or audit report;

(6) Violating decision-making procedures provided in laws,
administrative regulations or the articles of association of the
enterprise in making a decision on any significant matter

involving the enterprise; or

(7) Performing his or her duties in any other way which violates
laws, administrative regulations or the articles of association of

the enterprise.

Income obtained as a result of any action described in the
preceding paragraph taken by any director, supervisor or senior
manager of a state-invested enterprise shall be recovered or

returned to the enterprise in accordance with the law.

Where any director, supervisor or senior manager appointed or
proposed for appointment by an organ that performs the duties
of an investor acts in any of the ways described in the first
paragraph of this Article, thereby leading to any substantial loss
of state-owned assets, that organ shall, in accordance with the

law, remove him or her from office or propose to do so.
Article 72

Where, in the course of any transaction involving a related
party, the transfer of state-owned assets, or any other matter,
the parties concerned collude maliciously with each other to
harm the interests of the owner of the state-owned assets

concerned, the relevant transaction shall be invalid.
Article 73

Where any director, supervisor or senior manager of a wholly
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state-owned enterprise, wholly state-owned company or state-
controlled company causes any substantial loss of state-owned
assets due to any violation of the provisions hereof and is
therefore removed from office, he or she shall not act as a
director, supervisor or senior manager in any other wholly state-
owned enterprise, wholly state-owned company or state-
controlled company for a period of five years from the date he
or she is removed from his or her post; where the loss of state-
owned assets is quite substantial or he or she is held criminally
liable for corruption, bribery, embezzlement of state-owned
assets, misappropriating state-owned assets, or damaging the
order of the socialist market economy, he or she shall be
banned from acting as a director, supervisor or senior manager
in any other wholly state-owned enterprise, wholly state-owned

company or state-controlled company for life.
Article 74

Where any asset assessment institution or accounting firm that
is instructed to carry out an asset assessment or financial audit
for a state-invested enterprise issues a false asset assessment
report or audit report in violation of laws, administrative
regulations or practice standards, it shall be pursued for legal
liability in accordance with relevant provisions of laws or

administrative regulations.
Article 75

Where any provision hereof is violated and the circumstances in
question constitute a crime, the party concerned shall be

pursued for criminal liability.
CHAPTER 9 — SUPPLEMENTARY PROVISIONS
Article 76

All other provisions set out in laws and administrative
regulations that relate to the administration and supervision of
state-owned assets in financial enterprises shall be complied

with.
Article 77

This Law shall come into effect on 1 May 2009.
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Interim Measures for the Administration of Comprehensive Performance Evaluation of Central
Enterprises

Order of the State-owned Assets Supervision and Administration Commission of the State Council
(No.14)

The Interim Measures for the Administration of Comprehensive Performance Evaluation of
Central Enterprises, which were adopted through discussion at the 38th executive meeting of the
director of State-owned Assets Supervision and Administration Commission of the State Council,
are hereby promulgated, and shall come into force as of May 7, 2006.

Director of the State-owned Assets Supervision and Administration Commission of the State
Council: Li Rongrong

April 7, 2006

Interim Measures for the Administration of Comprehensive Performance Evaluation of Central
Enterprises

Chapter | General Provisions

Article 1 With a view to strengthening financial supervision over the enterprises (hereinafter
referred to as enterprises)whose investment contribution duties are preformed by the
State-owned Assets Supervision and Administration Commission of the State Council (hereinafter
referred to as the SASAC), regulating the work for comprehensive performance evaluation of
enterprises, and comprehensively reflecting the operating quality of enterprise assets, promoting
to improve the level of capital returns, and correctly guiding the operation acts of enterprises, the
present Measures are formulated in accordance with the Interim Regulations on the Supervision
and Administration of State-owned Assets of Enterprises and the relevant state provisions.

Article 2 Comprehensive Performance Evaluation, as mentioned in the present Measures, shall
refer to the comprehensive judgment on profit-earning abilities of an enterprise in special
operation period, on assets quality, risk of debts, operation increase, and management conditions
thereof by the basic method of analysis on input and output and through establishing a
comprehensive evaluation index system, and comparing corresponding industrial evaluation
standard.

Article 3 The comprehensive performance evaluation on enterprises shall include tenure
performance evaluation and annual performance evaluation upon the need of audit on economic
liability and financial supervision work.

1. Tenure performance evaluation shall refer to the comprehensive judgment conducted on the
person in charge of an enterprise for his business achievement and management status during his
tenure.

2. Annual performance evaluation shall refer to the comprehensive judgment conducted on the
business achievement of an enterprise in a fiscal year.



Article 4 With a view to ensuring that the work for comprehensive performance evaluation be
objective, just, and fair, and effectively bringing into play the overall judgment, management
diagnosis, and behavior guide to enterprises, the work for comprehensive performance
evaluation shall be carried out on the basis of the financial statements audited by social
intermediary institutions.

As to any enterprise that does not make auditing by social intermediary institutions as required,
its work for comprehensive performance evaluation shall be carried out on the basis of the
financial statements audited by the internal auditing institution of the enterprise.

Article 5 The following principles shall be followed for carrying out the work for comprehensive
performance evaluation on enterprises:

1. Overall principle. Comprehensive performance evaluation on enterprises shall be conducted on
the various factors that may affect enterprise performance level by making multi-level and
multi-angle analysis and comprehensive judgment through establishing a comprehensive index
system.

2. Objectivity principle. Comprehensive performance evaluation on enterprises shall sufficiently
embody the characteristics of market competition environment, and judge the business
achievement and management status of the enterprises in an objective and just manner on the
basis of the domestic industrial standard or international industrial standard that are measured
uniformly in the same period.

3. Benefit principle. Comprehensive performance evaluation on enterprises shall focus on the
examination of the level of return on investment, and apply the basic method of analysis on input
and output, and truly reflect the assets operation efficiency of enterprises and capital
maintenance and appreciation.

4. Development principle. Comprehensive performance evaluation on enterprises shall, on the
basis of comprehensively reflecting the annual financial status and business achievements of
enterprises, objectively analyze the increase and development level of the enterprises among the
years, and predict the future development ability of the enterprises in a scientific way.

Article 6 The SASAC shall organize to carry out the work for comprehensive performance
evaluation on enterprises according to the present Measures, and make guidance and supervision
over the work for internal performance evaluation on enterprises.

Chapter Il Contents of Evaluation and Evaluation Indexes

Article 7 Comprehensive performance evaluation on enterprises shall consist of two parts:
quantitive evaluation on financial performance and qualitative evaluation on management
performance.

Article 8 Quantitive evaluation on financial performance shall refer to quantitive comparative
analysis and judgment on profit-earning ability, assets quality, risk of debts, and business increase
of an enterprise in a certain period.

1. The analysis and judgment on profit-earning ability of an enterprise shall comprehensively
reflect the level of input and output of the enterprise and the profit earning-quality and cash



guarantee through capital and assets remuneration level, level of cost and expense control, and
operational cash flow status, and other financial indexes.

2. The analysis and judgment on assets quality of an enterprise shall comprehensively reflect the
efficiency of the use of economic resources possessed by the enterprise, assets management
level and the security of the assets of the enterprise through assets turnover, assets running
status, assets structure, and the efficiency of assets, and other financial indicators.

3. The analysis and judgment on the debt risk of an enterprise shall comprehensively reflect the
level of debts of the enterprise, solvency, and the debt risk faced by it through the level of debt
burden, structure of assets and liabilities, contingent liabilities, and cash solvency.

4. The analysis and judgment on the business increase of an enterprise shall comprehensively
reflect the business increase level and the strength for future development of the enterprise
through sales increase, capital accumulation, change of benefit, technical input, and other
financial indexes.

Article 9 The quantitive evaluation indexes of financial performance shall be divided into basic
index and modified index according to the functions and roles of the various indexes.

1. Basic index reflects the major aspects of financial performance of an enterprise in a certain
period, and draws a conclusion of the quantitive evaluation on financial performance of the
enterprise.

2. Modified index makes up and corrects the evaluation result of basic index according to the
differences and complementariness of financial indexes.

Article 10 Qualitative evaluation on management performance shall refer to the qualitative
analysis and comprehensive judgment on the operation and management level of an enterprise
in a certain period through expert review on the basis of quantitive evaluation on financial
performance of the enterprise.

Article 11 Qualitative evaluation index of management performance shall include the
establishment and execution of enterprise development strategy, business decision making,
development innovation, risk control, base management, human resources, industrial impact,
and social contributions, and other aspects.

Article 12 The quantitive evaluation index of financial performance and the qualitative evaluation
index of management performance of an enterprise constitute the system of comprehensive
performance evaluation index of the enterprise. The weight of each index shall be determined
through referring to the consultant expert's opinions and organizing necessary test on the basis
of the importance of the evaluation indexes and the guiding functions of each index.

Chapter Ill Evaluation Standard and Evaluation Method

Article 13 The standard of comprehensive performance evaluation on an enterprise shall include
the standard for quantitive evaluation on financial performance and the standard for qualitative
evaluation on management performance.

Article 14 The standard for quantitive evaluation on financial performance shall include domestic



industrial standard and international industrial standard.

1. Domestic industrial standard shall be measured uniformly on the basis of the statistical data for
annual finance and operation and management by adopting the method of mathematical
statistics and promulgated by year, industry, and scale.

2. International industrial standard shall be measured and promulgated on the basis of the actual
value of the relevant financial indexes of large enterprises that rank leading internationally in the
industry, or on the basis of the advanced value of the relevant financial indexes of the same type
of enterprises after getting rid of the difference of business accounting.

Article 15 The classification on the industries subject to the standard of quantitive evaluation on
financial performance shall be made in accordance with the industrial classification for national
economic activities as promulgated by the state uniformly in combination with the reality of the
enterprises.

Article 16 The standard of quantitive evaluation on financial performance may measure out five
levels respectively: excellent value, good value, average value, lower value, and worse value on
the basis of different industries, different scales and types of indexes.

Article 17 A large enterprise group shall, when making evaluation by adopting domestic standards,
make evaluation by adopting international standard positively, and make pairwise comparison on
international advanced levels.

Article 18 The standard of qualitative evaluation on management performance shall be
formulated and promulgated uniformly through combining the actual level of operation and
management of the enterprises and the supervision requirements of capital contributors on the
basis of the evaluation contents, and divided into such five levels as superior, good, medium, low,
and bad. The standard of qualitative evaluation on management performance shall not be
divided by industry, and shall be provided only to the evaluation experts for reference.

Article 19 The actual value of the relevant financial indexes of the quantitive evaluation on
financial performance of an enterprise shall be based on the audited financial statements of the
enterprise, and shall make reasonable elimination on the difference of accounting policies,
acquisition and reorganization of the enterprise, and other objective factors as required, so as to
ensure the comparability of the evaluation result.

Article 20 The score of quantitive evaluation on financial performance shall be measured on the
basis of the actual value of the evaluation index of an enterprise by comparing the industry and
scale standard the enterprise lies in and by using prescribed scoring model.

The score of qualitative evaluation on management performance shall be determined on the
basis of the actual conditions of the relevant factors of management performance of the
enterprise during the period of evaluation by referring to the standard of qualitative evaluation

on management performance.

Article 21 The score of quantitive evaluation on tenure financial performance of an enterprise
shall be made on the basis of financial auditing result of the economic liabilities by using the
evaluation standard of each year during the tenure, and the score of quantitive evaluation on



tenure financial performance of the enterprise shall be reckoned by using arithmetic average

method.
Chapter IV Organization of the Evaluation Work

Article 22 The work of comprehensive performance evaluation on enterprises shall be organized
and implemented in light of the principle of "Unifying the method, unifying the standard, and

implementing through classification".

1. The work for tenure performance evaluation is an important component of the work for
economic liability audit of enterprises, and shall be organized and implemented in accordance
with the procedures of SASAC for the work for audit of economic liabilities.

2. The work for annual performance evaluation is an important content of the work for annual
financial supervision carried out by SASAC, and shall be organized and implemented in light of the
working procedures for settlement of annual financial accounts and the requirements for

financial supervision work of SASAC.

Article 23 SASAC shall undertake the following duties in the work for comprehensive performance

evaluation on enterprises:
1. Formulating systems and policies of comprehensive performance evaluation on enterprises;

2. Establishing and improving comprehensive performance evaluation index system of enterprises
and evaluation methods;

3. Formulating and promulgating the standard for comprehensive performance evaluation on

enterprises;

4. Organizing the implementation of the work for tenure and annual comprehensive performance
evaluation on enterprises, and circulating a report on the evaluation result; and

5. Guiding and supervising over the work for internal performance evaluation on enterprises.

Article 24 The work for tenure performance evaluation may be carried out upon the need of the
work for audit on economic liabilities of enterprises by engaging social intermediary institutions
to give assistance and cooperation. The social intermediary institution that gives cooperation
upon entrustment shall undertake the following functions in the work for comprehensive

performance evaluation on enterprises:

1. Carrying out the work for auditing on financial bases of each year during the tenure upon

entrustment;

2. Assisting in the examination and adjustment on basic data of evaluation each year during the

tenure;

3. Assisting in measuring the result of quantitive evaluation on financial performance during the

tenure

4. Assisting in gathering and collecting the materials of qualitative evaluation on management

performance; and



5. Assisting in the implementation of the work for qualitative evaluation on management
performance.

Article 25 The work for qualitative evaluation on management performance shall be organized
and implemented on the basis of the work for quantitive evaluation on financial performance by
engaging senior experts in the departments of supervision, industrial associations, research
institutions, and social agencies. The experts of management performance evaluation shall
undertake the following work functions:

1. Issuing expert opinions on the result of quantitive evaluation on financial performance of
enterprises;

2. Making analysis and judgment on the actual conditions of the management performance of
enterprises;

3. Making review on the management performance conditions of enterprises and issuing
consultation and advisory opinions; and

4. Determining the score of qualitative evaluation index of management performance of
enterprises.

Article 26 An enterprise shall undertake the following functions in the work for comprehensive
performance evaluation:

1. Providing the relevant annual final statements and audit report;

2. Providing the relevant materials needed for qualitative evaluation on management
performance; and

3. Organizing to carry out the work for comprehensive performance evaluation on its subsidiaries.
Chapter V Evaluation Result and Evaluation Report

Article 27 The evaluation result shall refer to the evaluation conclusions drawn on the basis of the
scores of and analysis on comprehensive performance evaluation.

Article 28 The scores of comprehensive performance evaluation shall be expressed by hundred
mark system, and include such five grades as superior, good, medium, low, and bad.

Article 29 In the comprehensive performance evaluation on enterprises, comparison and analysis
shall be made on the change of performance in different years, so as to evaluate the extent of
improvement on the business achievement and management level of the enterprises.

1. Tenure performance evaluation uses the evaluation result in the last year during the tenure to
compare with the evaluation result of the last year in the previous tenure.

2. Annual performance evaluation uses the evaluation result of the current year to compare with
the evaluation result of the last year.

Article 30 Tenure performance evaluation result is an important basis for evaluating the
fulfillment of duties by the person in charge of an enterprise during his tenure and for
determining the tenure economic liabilities in the work for audit of economic liabilities, and



provides reference for the work of tenure examination on the person in charge of the enterprise.

Article 31 The result of annual performance evaluation is an important basis for carrying out
financial supervision work, and provides reference for the work of annual examination on the
persons in charge of the enterprises.

Article 32 The report of comprehensive performance evaluation on enterprises is the document
which is compiled on the basis of evaluation result, and reflects the performance status of the
enterprises under evaluation, and consists of the main body of the report and the attachment.

1. The main body of the report of comprehensive performance evaluation on enterprises shall
specify the basis of evaluation, process of evaluation, evaluation result, and the major matters
need to be stated.

2. The attachment of the report of comprehensive performance evaluation on enterprises shall
include: analysis report on management performance, evaluation scoring form, analysis on the
result of questionnaire, expert consultation and advisory opinions, and etc., of which: the analysis
report on management performance shall make analysis and diagnosis on the management
performance status of enterprises, factors affecting management performance thereof, and the

existing problems, and bring forward relevant management suggestions.

Article 33 The problems revealed and reflected in the comprehensive performance evaluation on
enterprises shall be fed back to enterprises in a timely manner, and the enterprises shall be
required to pay attention to them.

1. Any problem reflected in the tenure performance evaluation shall be clarified in the handling
opinions on the audit of economic liabilities transferred to the enterprises, and the enterprises

shall be required to pay attention to it and make correction.

2. Any problem reflected in the annual performance evaluation shall be clarified in the reply of
annual final statements, and the enterprises shall be required to pay attention to it and make
correction.

Chapter VI Work Liabilities

Article 34 An enterprise shall provide real and overall basic data materials of performance
evaluation, and the main person in charge of the enterprise, the general accountant, or the
person in charge of financial and accounting work shall be responsible for the truthfulness of the

annual financial statements and the relevant basic evaluation materials.

Article 35 The institutions that carry out the business of comprehensive performance evaluation
on enterprises upon entrustment and the relevant working staff thereof shall strictly implement
the provisions on the work of comprehensive performance evaluation on enterprises, regulate
technical operations, ensure the independence, objectiveness and justness of evaluation process,
and the properness of evaluation conclusions, and shall strictly keep business secrets of the
enterprises. If any institution or personnel participate in making false evaluation, violating
procedures and work rules, and resulting in the inconsistency of the evaluation conclusions with
the facts and revealing of business secrets of enterprises, SASAC shall no longer entrust it/him to

undertake the business of comprehensive performance evaluation on enterprises, and shall



circulate a report on the relevant information to the organ in charge of the industry, and suggest
giving it/him corresponding punishment.

Article 36 The relevant staff members of the SASAC shall, when organizing to carry out the work
for comprehensive performance evaluation on enterprises, earnestly abide by their duties,
regulate the procedures, and strengthen guidance. Any of them who fails to fulfill his duty or
plays favoritism and commits irregularities during the process of comprehensive performance
evaluation, which results in grave negligence in the work shall be given disciplinary punishment.

Article 37 The engaged review experts shall know of and analyze the management performance
conditions of the enterprises carefully, and make review and scoring objectively and justly, and
bring forward reasonable consulting opinions. If any expert is careless and unjust in the process
of management performance evaluation, which results in the inconsistency of the evaluation
result or consulting opinions with the actual conditions of the enterprises, and has a detrimental
impact on the evaluation work, SASAC shall no longer engage him as the review expert.

Chapter VIl Supplementary Provisions

Article 38 The Detailed Rules for the Implementation of Comprehensive Performance Evaluation
on Central Enterprises and the evaluation standards formulated in accordance with the present
Measures shall be promulgated additionally.

Article 39 An enterprise may formulate concrete working rules on the basis of the present
Measures for carrying out the work for internal comprehensive performance evaluation.

Article 40 The present Measures shall be referred to for carrying out the work of comprehensive
performance evaluation by state-owned assets supervision and administration organs at each
locality.

Article 41 The present Measures shall be implemented as of May 7, 2006.
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Interim Regulations on the Boards of Supervisors in State-owned Enterprises[Effective]

A A AT RG] [BUTH R

State Council
03-15-2000
Level of Authority: Administrative Regulations

Issuing authority:
Date issued:
Area of Law:

Decree of the State Council of the People's Republic of China

(No. 283)

The Interim Regulations on the Boards of Supervisors in State-owned
Enterprises were adopted at the 26th Executive Meeting of the State
Council on February 1, 2000, are hereby promulgated and implemented.
Premier, Zhu Rongji

March 15, 2000

Interim Regulations on the Boards of Supervisors in State-owned
Enterprises

(Adopted at the 26th Executive Meeting of the State Council on February
1, 2000, promulgated by of the People's Republic of China on March 15,
2000, and effective as of the date of promulgation)

Article 1 These Regulations are formulated for the purpose of improving
the supervision mechanism over the State-owned enterprises and
strengthening supervision over the State-owned enterprises.

Article 2 The boards of supervisors in the key large State-owned
enterprises (hereinafter referred to as boards of supervisors) shall be
dispatched by the State Council, accountable to the State Council and
shall, on behalf of the State, supervise the situation regarding
maintenance of an increase in the value of State-owned assets in the key
large State-owned enterprises (hereinafter referred to as enterprises).
The list of enterprises to which the State Council dispatches boards of
supervisors shall be recommended by the administrative organ for boards
of supervisors in State- owned enterprises (hereinafter referred to as the
administrative organ for boards of supervisors) and submitted to the State
Council for determination.

Article 3 The boards of supervisors shall, with financial supervision as the
focus and in accordance with relevant laws, administrative regulations
and relevant provisions of the Ministry of Finance, supervise the financial
activities of the enterprises and the operational and management
activities of the persons responsible for the enterprises in order to ensure
that the State-owned assets and the rights and interests implicit therein

Effective date:

Document Number: Decree No. 283 of the State Council

03-15-2000

Enterprises
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shall not be encroached upon.

The boards of supervisors are in a supervisor-and- supervised
relationship with the enterprises, and shall not participate in or interfere
with the business decisionmaking, operations and management activities
of the 'enterprises.

Article 4 The administrative organ for boards of supervisors shall be
responsible for the day-to-day administration of the boards of supervisors,
coordinate the interactions between the boards of supervisors and the
relevant departments of the State Council as well as relevant localities
and handle the matters delegated thereto by the State Council.

Article 5 The boards of supervisors shall perform the following functions:

(1) to inspect the implementation of relevant laws, administrative
regulations, rules and systems by the enterprises;

(2) to inspect the financial affairs of the enterprises, review the financial
and accounting data of the enterprises and other data pertaining to the
enterprises' operations and management activities, verify the truthfulness
and legitimacy of the financial and accounting reports of the enterprises;

(3) to inspect the business efficiency, profit distribution, maintenance of
and increase in the value of State-owned assets, asset operation, etc. of
the enterprises; and

(4) to inspect the operational activities of the persons responsible for the
enterprises, carry out evaluations of their operational and managerial
performance and put forward proposals on rewards, penalties,
appointments or dismissals.

Article 6 The boards of supervisors shall usually carry out regular
inspections of the enterprises one to two times a year, and may carry out
irregular inspections of the enterprises on specific matters in case of
actual needs.

Article 7 The boards of supervisors may conduct supervision and

inspection in the following ways:

(1) hearing reports given by the persons responsible for the enterprises
on the financial and asset status as well as operations and management,
holding meetings on the items subject to supervision and inspection in the
enterprises;

(2) reviewing such financial and accounting data as financial and
accounting reports, accounting vouchers, account books and other data
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pertaining to the operational and management activities of the
enterprises;

(3) checking the financial and asset status in the enterprises, soliciting
information and opinions from the employees, and when necessary,
requesting the persons responsible for the enterprises to make
explanations; and

(4) conducting investigations and inquiries about the financial status,
operations and management of the enterprises through the relevant
departments of finance, industry and commerce, taxation, audit and
customs and banks.

The chairmen of the boards of supervisors may, based on the actual
needs of supervision and inspection, attend or entrust other members of
the boards of supervisors to attend, as nonvoting delegates, relevant
meetings of the enterprises.

Article 8 The relevant departments of the State Council and the relevant
departments of the local people's governments shall support and
cooperate with the boards of supervisors and provide the boards of

supervisors with relevant information and data.

Article 9 The boards of supervisors shall present inspection reports
promptly upon conclusion of each inspection of the enterprises.

The inspection reports shall have such contents as evaluations of the
financial affairs, the operations and management of the enterprises,
evaluations of the operational and managerial performance of the
enterprises' responsible persons and proposals on rewards, penalties,
appointments or dismissals, proposals on solutions to the problems in the
enterprises and other items which the State Council may require them to
report on or the boards of supervisors may deem necessary to report on.
The boards of supervisors shall not disclose to the enterprises the

contents of inspection reports as described in the preceding paragraph.

Article 10 The inspection reports shall, upon discussion by members of
the boards of supervisors, be signed by the chairmen of the boards of
supervisors and submitted to the State Council through the administrative
organ for boards of supervisors; the inspection reports, upon written reply
from the State Council, shall be copied to the State Economic and Trade
Commission, the Ministry of Finance and other relevant departments.
Where any supervisor has fundamental differences over an inspection

report, explanations shall be offered in the inspection report.

Article 11 The boards of supervisors shall present, without delay, special

reports to the administrative organ for boards of supervisors or may report

directly to the State Council, if, in the course of supervision and
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inspection, they discover that the operational activities of the enterprises
may possibly endanger the safety of State-owned assets, result in the
loss of State-owned assets, infringe upon the rights and interests of the
owners of State-owned assets and other emergencies which the boards
of supervisors consider should be reported promptly.

The administrative organ for boards of supervisors shall strengthen
contact with the State Economic and Trade Commission, the Ministry of
Finance and other relevant departments and exchange relevant
information with them.

Article 12 The enterprises shall submit their financial and accounting
reports to the boards of supervisors regularly and truthfully, and promptly
report on their major operational and management activities, and shall not

refuse to report on, conceal or falsify any facts.

Article 13 When necessary, the boards of supervisors may, based on the
needs for supervision and inspection of the enterprises and upon consent
from the administrative organ for boards of supervisors, engage certified
public accountant firms to conduct audits of the enterprises.

The boards of supervisors may, based on the supervision and inspection
of the enterprises, recommend that the State Council order the State audit
institutions to conduct audits of the enterprises according to law.

Article 14 A board of supervisors shall be composed of a chairman and
several supervisors. The members of a board of supervisors shall not be
fewer than three.

Supervisors shall be divided into full-time supervisors and part-time
supervisors; those selected from the relevant departments and units shall
be full-time supervisors; in the boards of supervisors, the supervisors as
the representatives dispatched by relevant departments or units of the
State Council and the supervisors who are the representatives of the
employees of the enterprises shall be part-time supervisors.

The boards of supervisors may engage necessary working staff.

Article 15 The chairmen of boards of supervisors shall be selected in
accordance with the prescribed procedures and appointed by the State
Council. The chairmen of boards of supervisors shall be held by the State
personnel with the vice-ministerial rank and serve as the full-time
supervisors, who are normally aged below 60.

Full-time supervisors shall be appointed by the administrative organ for
boards of supervisors. The fulltime supervisors shall be held by State
personnel with the rank of department (bureau) director-general or
division chief, who are normally aged below 55.

The representatives of the enterprises' employees in the boards of
supervisors shall be chosen by the congresses of the enterprises’
employees through democratic elections and reported to the
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administrative organ for boards of supervisors for approval. The persons
responsible for the enterprises shall not serve as representatives of the
enterprises' employees in the boards of supervisors.

Article 16 The term of office of a member of a board of supervisors shall
be three years, and the chairman of a board of supervisors, full-time
supervisors and dispatched supervisors shall not serve consecutive terms
in the board of supervisors of the same enterprise.

The chairman of a board of supervisors, full-time supervisors and
dispatched supervisors may hold the corresponding posts in the boards of
supervisors in one to three enterprises.

Article 17 The chairman of a board of supervisors shall have an excellent
grasp of policies, adhere to principles, be imbued with incorruptible
integrity and self- restraint and well versed in the economic work.

The chairman of a board of supervisors shall perform the following

functions;

(1) to convene and chair the meetings of the board of supervisors;

(2) to be responsible for the day-to-day work of the board of supervisors;

(3) to examine, approve and sign the reports and other important

documents of the board of supervisors; and

(4) to perform other functions which should be performed by the chairman

of a board of supervisors.

Article 18 A supervisor shall meet the following requirements;

(1) to be familiar with, and able to implement relevant laws, administrative

regulations, rules and systems of the State;

(2) to have the professional knowledge in the fields of accounting, finance,
audit or macro-economics, etc. and be fairly familiar with the operations
and management of enterprises;

(3) to adhere to principles, be imbued with incorruptible integrity and self-
restraint and faithful to his duties; and

(4) to be capable of comprehensive analysis, judgement and writing and
of working independently.

Article 19 The principle of withdrawal shall apply to the chairmen, full-time
supervisors and dispatched supervisors of boards of supervisors , and

they shall not serve on a board of supervisors in the industry which they
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once administered, or in the enterprises where they worked before or in
the enterprises where their close relatives hold senior managerial posts.

Article 20 The expenditure needed by the boards of supervisors in fulfilling
their work of supervision and inspection shall be appropriated by the State
budget and be disbursed uniformly by the administrative organ for boards
of supervisors.

Article 21 Members of the boards of supervisors shall not accept any gifts
from the enterprises, shall not participate in such activities as banquets,
entertainment, tours and visits arranged, organized or paid for by the
enterprises and shall not seek any private benefits from the enterprises
for themselves, their relatives and friends or other persons.

The chairmen, full-time supervisors and dispatched supervisors of the
boards of supervisors shall not accept any remuneration or fringe benefits
from the enterprises and shall not be reimbursed for any expenses by the

enterprises.

Article 22 Members of the boards of supervisors shall keep the contents
of the inspection reports confidential and shall not disclose the business
secrets of the enterprises.

Article 23 Those members of the boards of supervisors who have made
outstanding achievements in carrying out supervision and inspection and
important contributions to safeguarding the State interests shall be
rewarded.

Article 24 Any member of a board of supervisors who has committed one
of the following acts shall be given administrative or disciplinary sanctions
according to law right up to removal from his post as a supervisor; where
a crime is constituted, criminal liability shall be investigated according to
law:

(1) concealing and refusing to make reports on serious violations of law or

discipline by an enterprise or committing grave dereliction of duty;

(2) colluding with the enterprises in fabricating false inspection reports; or

(3) committing an act violating the provisions of Article 21 or 22 of these

Regulations.

Article 25 Where an enterprise has committed one of the following acts,
the directly responsible person in charge or other persons directly
responsible shall be given disciplinary sanctions according to law right up
to removal from their posts; where a crime is constituted, criminal liability
shall be investigated according to law:
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(1) rejecting or obstructing the lawful performance of functions by the
board of supervisors;

(2) rejecting or delaying, without reason, the submission of information
about the financial status, the operations and management to the board of

supervisors;

(3) concealing, altering or falsifying reports of important information and

relevant data; or

(4) committing any other acts that obstruct the supervision and inspection
by the board of supervisors.

Article 26 When an enterprise discovers that any member of a board of
supervisors has violated the provisions of Article 21 or 22 of these
Regulations, it shall have the right to report the matter to the
administrative organ for boards of supervisors or may also report it
directly to the State Council.

Article 27 For State-owned enterprises to which the State Council does
not dispatch boards of supervisors, the people's governments of the
provinces, autonomous regions and municipalities directly under the
Central Government may decide to dispatch boards of supervisors with

reference to the provisions of these Regulations.

Article 28 Boards of supervisors dispatched to the key State-owned
financial institutions by the State Council shall be governed by the Interim
Regulations on the Boards of Supervisors in Key State-owned Financial

Institutions.

Article 29 These Regulations shall take effect as of the date of
promulgation. The Regulations on Supervision and Administration of
Assets of State-owned Enterprises promulgated by the State Council on
July 24, 1994 shall be repealed simultaneously.
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Administrative Permission Law of the People's Republic of China (Order
of the President No.7)

QOrder of the Presldent of the People's Republic of China

No.7

The Administrative Permlssion Law of the People’s Republic of China, adopted at the 4th Meeting of the Standing
Committee of the Tenth National People's Cangress of the People's Republic of China on August 27, 2003, Is hereby

promulgaled and shall go Into effect as of July 1, 2004,

Hu Jintaa
Presldent of the People's Republle of China

August 27, 2003

Administrative Permisslon Law of the People's Republic of China

(Adopled al the 4th Meeting of the Standing Committee of the Tenih National People's Congress on August 27, 2003)
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Chapter !

General Provislons

Article 1 This Law is enacted in accordance with lhe Gonslilution to standardize Ihe instilution al the procedure for, and
lhe granling of, adminisirative permission, to prolect the legitimate rights and inlerests of citizens, legal persons and other
organizalions, lo safeguard public interests and maintain public order, and to ensure and supervise the effective axercise of

adminislration by adminisiralive deparimenls.

Artlcte 2 For purposes of this Law, administrative permission means approval given to cilizens, tegal persons and clher
organizations for engaging in special activities by administrative depariments on the basis, and upon examination according to

law, of their appltcalions.
Article 3 This Law is applicable to the institution of the procedure lor, and the granting of, administralive parmission.

This Law is not applicable to the examination and approval by the relevant administrative departments of such matters as
personnel, financial and foreign-related affairs of other deparments or of the institutions directly under the administration of the

said departmenls.

Article 4 The procedure for administrative permission shall be insliluted and administrative permission shall be granted in
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accardance with the statutory limits of power, scope, requirements and procedures.

Artlele 5 The procedure for adminisirative permission shall be instituted and administrative permission shall be granted in

adherence lo the principles ol apenness, fairness and imparliality.

Provisions on adminisirative permission shall be promulgated; and no provisions that are nel promulgated shall be made
the basis for lhe granting of administrative permission. The granling and autcome of administrative permission shall be

publicized except where State secrels, business secrels and individual privacy are involved.

The applicants who mee! lhe slatulory requirements and standards shall have the equal righ to obtain administrative

permission according to law, and administrative depariments shall not discriminate againsl any of them.

Artlcle 6 Administrative permission shall be granied in adherence to lhe principle of meeting the convenience of peaple

wilh greater efficiency and fine service.

Artlcle 7 With regard to the granting of adminislrative permissicn by administrativa departments, citizens, legal persons
and other organizalions shall have Lhe right lo make their statements and argue iheir cases; lhey shall have the right, in
accordance with law, to apply for administrative reconsideralion or bring an administrative suit; and they shall have he right 1o
demand compensation according to law if their legitimate righls and intarests are damaged due to the unlawfut granling of

adminisiralive permission by administrative departments.

Article B Adminisiralive perrnission obtained according to law by citizens, legal persons or olher organizations shall be
protecled by law. No administrative departments shall, wilhout aulherization, change the administralive permission already in

effect.

Where lhe laws, regulalions or rules, on {he basis of which administralive pemmission is granled, have been revised or
abolished, or major charges have cccurred in the abjective circurn;.stances. on the basis of which adminisirative permission is
approved, administralive depariments may, for lhe need of public interests and in accordance with law, alter or revoke the
administralive permission already in ellect. Where, as a consequence, losses are caused 1o the property of citizens, legal

persons or other arganizations, administrative depariments shall make tham compensations according to law.

Artlcle 9 Administrative permission obtained according to law shall not bae transferred except where laws and regulations

provide that it may be lransferred according lo slalulory requirements and procedures.

Artlcle 10 People's governments at or above {he county level shall establish a sound system to supervise the granting of

administrafive permissien by administrative deparlments and exercise sirict supervision over and inspeclion of the granting of
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such permission by the said deparimenis.

Adminislrativa departments shall carry cut effective supervision aver lhe aclivities engaged in by cilizens, legal parsons

and other organizations, to which administralive penmission is granled.

Chapter I

Institution of the Procedure for Administrative Permisslon

Artlcle 11 The procedure for administrative permission shall be instituted in adherence 1o the laws governing econcmic
and social develepment and for the benefit of bringing into full play the enthusiasm and initiative of citizens, legal persons and
olher organizations, safeguarding public interests, maintaining public order and prometing the harmonious development of lhe

economy, sociely and the ecological environment.

Arilcle 12 The procedure for administralive parmission may be instituted for the lollowing matters:

{1) matters relating to the special activilies lhal directly involve State security, macro-economic control and preleclion of
Lhe ecological environment and that have a direct bearing on human heallh and the safety of people’s lives and property, which

are subject to approval in accordance with (he statutory requirements;

(2) matters relating to the development and ulilization of limiled natural resources, the allocation of public resources as
well as access to the market of Lhe special irades Lhat have a direct bearing on public inlerests, ele., to which special righls

need to be granted;

{3) matters relating lo he professions and trades that provide services lo lhe public and lhat have a direct bearing on
public inleresls, the qualilicalions and compelence lo be possessed by which, such as the special credibility, conditions and

skills, need to be atfimmed;

{4) matters relating to the important equipment, facililies, produclts and articlas that have a direct bearing on putlic
security, human heallh, and the salely of people's lives and property, which need lo be verilied by means of inspeclion, test,

quaranline, ele. and in accordance wilh technical standards and specifications;

(5) matiers relaling to the eslablishmenl of an enlerprisa or cther organization, the capacily of which as a subject needs to

be afirmed; and

{B6) other matters for which the procedure for administrative pemmission may be instituled, as provided for by laws and
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administralive regulations.

Article 13 For the malters specified in Article 12 of this Law which can be regulated by lhe rollow-.'ving means, insliluticn of

the procedure for adminislrative permigsion may be exempted:
(1) matters on which cilizens, legal persons and other organizations can make decisions themselves;
{2) mallers which can effeclively be regulated by the compelitive mechanism of lhe marke!;
(3) mallers which lhe organizalions of trades or intermediary bodies can manage through self-discipling; and
{4) matters which administrative departmenis can sclve by other administrative means such as supervision aflerwards.

Artlcle 14 With respect to the matters specified in Arlicle 12 of lhis Law, the procedure for administrative parmission may

be instituted by law. Where such a law is nol enacled, it may be instituted by administrative regulations.

When necessary, the State Council may inslilute the procedure for administrative permission by means of premulgating
decisions. After implemenlalion of such decisians, the State Council shall, except for matters to which provisional
adminislrative permission is granted, without delay request the National People's Congress ar its Standing Commillee to enacl

laws, or formulate adminislrative regulalions itself.

Artlcle 15 Where laws or administrative regulations on the matters specified in Aricle 12 of this Law are not tarmulated,
the procedure far administrative permission lor them may be instituted by local regulations; where neither laws and
administrative regulalions nor local regulations are fermulated, and where it is really necessary for adminisirative parmission to
be granted directiy for the need of administration, {he people's govemments of provinces, autonomous regions, and
municipalities directly undar the Central Government may institute provisional progedure for administrative permission in the
farm of rules. Where it is necessary 1o continue granting such provisional administrative permission al the expiration af a whole
year, the said governments shall request the people’s congresses or their standing committees at the corresponding levels to

farmulate local regulations.

Ne procedure for administrative permission in respect of the qualificalions and compelence of citizens, legal persons and
olher organizations, which are {o be affirmed by the State in a unified manner, may be inslituled in ihe form of local regulations
of rules of the people’s governments of provinces, aulonomous regions, and municipalilies directly under the Cenlral
Govemment, nor shall the procadure for administrative permission in respect of the sefting up and registration of enlerprises
and olher organizalions or adminislrative permission prior 1o their seting up and registralion be instituted by the said

governments in the said form. The procedure lor administrative permission instiluted by them shall net restrict the individuals or
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enlerprises of olher regions Irom engaging in preduction and business eperation and providing services in the local areas, and

shall not resirict lhe commadities of ather regions from entering the local markeis.

Article 16 Within the scope of the matters for which the procedure for administrative parmission is instituled by law,

specific provisions on the granting of such permission may be formulated in administraliva regulations.

Within the scope af the matters for which the procedure for adminisirative permission is instituted by law or adminislralive

regulalions, specilic provisicns on the granting of such permission may be formulaled in focal regulations.

Wilhin the scope of the matters for which lhe procedure for adménistrative parmission is instiluted by superordinate laws,

specific provisions on the granting of such permission may be lormulaled in rules.

Additional procedure for administralive permission shall not be instiited in {he specific provisions formulated in the
regulations and rules for the granling of administrative permission for which the procedure is inslituled by superordinate laws;
and olher requiremenls in violation of lhe superordinate laws shall nol be added in Ihe specific provisicns on the requirements

of administrative permission.

Artlcle 17 With the exceplion of what is provided for in Arlicles 14 and 15 of lhis Law, no procedure for administrative

permission shall be instituted in any other standardizing documenis.

Article 18 When |he procedure for adminisirative permission is instiluted, provisions on the depariments, raquirements,

procedures and lime limit for the granting of such permission shall be formulated.

Artlcle 19 Where, when drafting laws or regulations or when drafting rules of the people’s govemments of provinces,
aulonomous regions, and municipalilies direclly under lhe Cenlral Government, the drafling unit plans to institute the
procedure for administrative permission, it shall solicit opinions by halding hearings or evaluation meelings or by olher means,
and shall explain 1o the formulating depariments about the necessity lor insliluting the same, the impact it may possibly make

on the economy and society as well as the opinions it has solicited and adopted.

Article 20 The department thal inslilutes the procedure for administrative permission shall regularly make appraisal of the
procedure inslituted; and where it believes that malters can be sclved by the means specified in Article 13 of this Law, it shall,

wilhoul delay, revise or nullify the provisiens on the institulion of lhe same.

The depariment granting administrative permission may, when it hinks {i, make an appraisal of the granting of the
adminislralive permission for which the procedure is already instituled and of the necessily of ils existence, and repori their

comments and suggeslions lo the departmenl thal inslitules the procedure for adminislrative permissicn,
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Citizens, legal persons and other organizatlions may put forth their comments and suggestions regarding the institulion of
the procedure for, ard the granting of, administrative permission 1o the departmenis thal instituta the procedure and grant the

permission.

Artlcle 21 Where the people's governments of provinces, autonomous regions, and municipalilies directly under the
Central Government, in light of the ecancmic and social development in their respeclive administrative regions, believe that the
economic matters for which the procedure for adminislralive permission is instituted in their adminisirative regulations can be
solved by lhe means specified in Article 13 of this Law, they may, upon approval by the Stale Council, cease granting such

permission within their own adminisiralive regions.

Chapler lif

Department Granting Adminl/strative Permission

Article 22 Administrative permission shall be granted by an administralive department with the power of granling such

permission within lhe limits of its statutory unclions and powers.

Article 23 An organization wilh the funclions of administering public affairs coniferred by laws and regulations shall grant
administrative permission in its own name and within the [imits of the slalutory powers. The provisions on administrative

deparlmenis in this Law shall be applicable (& such an empowered organization.

Article 24 An administrative department may, wilhin the limits of its stalutory functions and powers and in accordance with
the provisions of laws, regulations and rules, enlrust another administrative departrment wilh the graniing of adminisirative
permission. The entrusting department shall publicize the entrusted administrative department and the malters subject to the

entrusted granting of administralive permission.

The entrusting administrative department shall be in charge of supervision over lhe granting of administrative permission

by lhe entrusted administrative depariment, and shall bear legal respensibility tor the consequences of such granting.

The enlrusled administralive depariment shall, within the limits of the entrustment and in the name of the enlrusting
administrative department, grant administrative permissiaon; it shall nol enlrust anolher organization or individual with the

granting of adminisirative permission,

Artlcle 26 Upan approval by the State Council, the people's government of a province, autonomous region or municipalily
directly under the Cenlral Govarnment may, on the principles of simplification, uniformity and efficiency, decide o lel one

administralive deparimeni exarcise the power of adminislrative permission which is exercised by relevanl administrative
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depariments.

Article 26 Where matiers of administralive permission need to be handled by more than one institution within an
adminislralive department, the said department shall decide on one of {he inslitulions for accepting applications for

administrative permission and lor serving the decisions on such permission itself.

Where adminisirative permission is granted separately by more than two depariments of a local people's government
according to law, the govemment may decide on one of the depariments lor accepting applications lor adminisirative
permission and for handling lhem ilsell afler the relevant departments are informed of the matter and afler they respectively put

forth their opinions, or have the relevant departmenls 1o handle them joinily or in a conceniraled way.

Article 27 In granting administrative permission, (he administralive deparilmenl shall not make the applicanis such

unjuslifiable requests as 1o purchase goods it designates and to accept paid service.

In handling matters of administralive permission, lhe staff members of administralive departmenis shall not ask the

applicants for money or things of value, accep? or receive the same, or seek olther benefits.

Article 28 The inspection, test and quarantine of {he equipment, facilities, preducls and goods thal have a direcl bearing
on public security, human health and the safely of people’s lives and property shall, except where laws and adminisirative
regulations provide that they be conducted be administrative depariments, gradually be carried out by professional and
technical organizations that meet the stalutory requirements. The professional and technical organizations and lheir staff

members concerned shall bear legal responsibility for the conclusions lhey draw from inspeclion, test and quarantine.

Chapler IV

Procedures for Granting Administrative Permlsslon

Section 1

Application and Acceptance

Artlcle 29 Where cilizens, legal persons and other organizalions intend to engage in special activities for which lhey need
to obtain adminisirative permission according lo law, they shall submit their applications to administralive depariments. Whera
forms need to be filled out for application, lhe administralive departments shall provide the applicants wilh such forms of
application for administrative permission. The form of application shall not contain such particulars as are not directly related {o

the mattars involved in the application for administrative permission.
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An applicant may enlrusl hiz agent wilh the application for adminisirativa permission, excepl where, in accordance wilh

law, he is required to submit his application for administrative permission at the office place of an administrative department.

Application for administralive permission may bae submitted in the form of lelter, telegram, telex, fax, eleclronic dala

exchange, or e-mail.

Article 30 Administralive deparliments shall make puklic at their office places lhe mallers, basis, requirements, quanlity,
procedure and lime Emit, as provided for by laws, regulations and rules, regarding relevani administralive permission, as well

as the catalogue of all lhe malenals required to be submitted and application forms for demonstration.

Where an applicant requests {he administrative department lo make explanation and inlerpretation for what it publicizes,

he department shall do so accordingly and provide accurate and reliable information to the applicant.

Article 31 An applicant for administrative permission shall submit to the administrative depadment truthiul relevant
materals and provide true infformation, and shall be responsible for the fruthfulness of the matters of substance in the
application materials. The administrative department shall not ask the applicant to submit technical data and olher malerials

that have no refation to the matters for which administralive permission is applied for.

Article 32 Wilh regard to the applicalion submilled by an applicant for adminisirative permission, the administrative

department shall handle it dilferenlly in ight of the following circumstances:

(1) where, in accordance wilh law, no administralive permissicn is necessary for the matters for which such permission is

applied for, il shall directly inform the applicant that such an application is nol to be accepted;

{2} where, in accordance with law, the maltars for which adminisirative permission is applied [or do nol fall within the
scope of its funclions and powers, it shall directly make the decision not lo accept such an application and inform the applicant

of the relevant administrative departmen! lo which Lhe application should be submitied,

(3) where there are errors in the application materials which can be corrected on Lhe spol, it shall allow the applicant lo

make the correction on he spot;

{4} where lhe application materials are not comptete or not in conformity with the statutory lorm, il shall, an the spot or
within five days, inform the applicant, all al once, of what needs 1o be supplemented or comrected; and il it fails lo do 50 at the
expiralion of the time limit, the applicalion shall be deemed to be accepted as of the dale it receives the application malerials;

and

{5) whare the matters for which adminisiralive permission is applied for fall within the scope of ils lunclions and powers,
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lhe applicalion materals are complete and in ¢conlormity with the statulory form, or the applicant submits the malerials of
application which are fully supplemented or correcled as it requires, il shall accept the application for administrative

pemmission.

When the adminisirative depaiiment accepls or refuses {0 accept an application for administrative permission, it shall

produce a writien certificate with the special seal of the department affixed and lhe dale claarly marked.

Article 33 Administrative departments shall establish and improve lhe relevant systems, inireduce electronic
adminisiralion, and publicize al their websiles the matters which are subjecl o administeative pemmission, in order to make il
canvenient far the applicants to apply for administrative permission by such means as data cable; and they shall share

information about adminisiralive permission among lhemselves and lhus increase their administralive efficiency.
Seclion 2
Examination and Decision
Article 34 An administralive departmenl shall examine the materals of applicalion submitted by an applicant.

Where Lhe application materials submitled by an applicanl are complele and in conformity with the statutory form, on
which the adminisirative depariment can make decision on the spot, il shall, on the spot, make the degision on administrative

pamission in writing.

Where, according lo the statulory requirements and procedures, the matters of subslance in lhe application malerials

need to be verified, lhe administrative depariment shall assign two or more of its staff members to conduct such verification.

Article 35 Where, according lo law, an application for adminisirative permission needs lo be examined by an
adminislrative deparimant at a lower level before it is submitted to an administrative department al a higher leve! for decision,
lhe adminislralive depadmenl at a lower level shall, within the slalutory time limit, submit its preliminary opinions based on the
examination and the complete materials of application directly to the adminisirative department at a higher level. The

adminisiralive deparlment at a higher levet shall nol ask the applicant to provide application materials again.

Artlcle 36 Where in examining an application for administrative permission an administrative deparment linds a maller for
administralive permission has a direct bearing on thea vilal interesls of anclher person, it shall inform the inleresled person of
the fact. The applicant and the interested person shall have the right to make their stalements and argue their cases. The

administrative dapartment shall listen to the opinions of the applicant and lhe interesled person,

Artlcle 37 After examining an application for administralive permission, the administrative department shall, except where
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it can make a decision on such permission on lhe spot, make such a decision within the statutery time [imit in adherence to lhe

specified procedures.

Article 38 Where lhe applicalion of an applicant is in confermity with the slatulory requirements and standards, the

administrative departmeni shall, according to law, make a decision in wriling on approving administrative permission.

Where, according to law, an administralive departmenl makes a decision in wriling on refusing to approve administralive
permission, it shall siate its reasons, and inform the applicant lhat he has the right, in accordance wilh law, o apply for

adminislealive reconsideration or ta bring an administeative suit.

Articla 39 Where lhe administralive depaiiment makes the decision on approving administrative permission, for which a
certificate of administrative permission is required to be issued, it shall issue to the applicant one of the {ollowing certificates of

administrative permission affixed with lha seal of the department:

(1} a permit, license or other certificate of permission;

{2) a qualification cerlificate, comgetence cerlificate or olher certilicate of quality;

(3) approval documents or certifying documents of the administrative depariment; and

(4) other cerlificates of administrative permission stipulated by laws and regulations.

Where the administrative department conducls inspection, lesl or quaranline, il may paste labels on, or affix the seal of

inspeclion, test ar quarantine to, the equipment, facilities, products or goods which pass the inspection, lest or quarantine.

Article 40 The administrative department shall make known te the public Ihe decisions it makes on approving

administralive permission, and the public shall have the right o ¢consul! them,

Article 41 Where no regional restriclions are imposed on the use of administrative permission inslituted by laws and

adminislrative regulations, such permission obtained by applicanls is eflective lhroughout the country.

Section 3

Time Limit

Article 42 An adminislralive depariment shall, except where il can make a decision on administrative permission on the
spot, make such a decision wilhin 20 days from the date it accepts an application for administrative pammission. Where it

cannot do so wilhin 20 days, it may have an extension of 10 days upon approval by lhe leading member of lha departmenl, and
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shall inform lhe applicant of the reasons for sxtension. However, whaere faws and regulalions provide olherwise, lhe provisions

thare shall pravail.

Where, according to the provisions in Aricle 26 of this Law, applications for administrative permission are handled in a
unilied manner, jointly, ar in a concentraled way, the lime for such handling shall nat exceed 45 days; and where such handling
cannot ba wound up within 45 days. an exiension of 15 days may be allowed upen approval by the leading member of the

people's govemmment at the correspending level, and lhe applicant shall be informed of {he reasons for extension.

Article 43 Where, according {o law, an gpplication for administrative permission needs to be examined by an
adminislrative department at a lower level before il is submitied lo an adminisirative department at a higher level for decision,
lhe adminisirative departmen! at a lower level shall wind up the examination within 20 days from the date il accepls the

applicalion. However, where laws and regulalions provide otherwise, the provisicns there shall prevail.

Artlele 44 Alter the administrative depariment makes tne decision on approving administralive permission, it shall, wilhin
10 days from the date the decision is made, issue a certificate of administrative permission to or serve it on the applicant, or

paste labels or aflix lhe seal of inspection, lest or quarantine.

Article 45 Where, according to law, a decision cn administrative permission to be made by an administrative department
requires hearing, public bidding, auction, inspection, test, quaranline, authentication or expert evalualion, the lime thus neaded
shall not be reckoned in the time limit spacified by this Section. The adminisiralive department shall inform the applicant in

wriling of the time needed.

Section 4

Hearing

Artlele 46 The administrative depariment shall make known to the general public, and ho'd hearings on, the matlers for
the granting of adminislralive permissian which, according to lhe provisions of laws, regulalions or rules, need hearing, or other
matters of vital imporlance involving public interests for the granting of administrative permission which lhe administrative

deparment believes need hearing.

Artlcle 47 Where administrative permission directly involves Lhe vital interests belween an applicant and anolher person,
the administrative deparimenl shall, befcra making the decision on administrative permission, inform lhe applicant and the
inlerested person that they have Lhe right to request hearing; and where the applicant and the interested person, within five

days from the data they are informed ol such right, submit their application for hearing, the administrative department shall
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make arrangemenls lar the hearing within 20 days.

The applicant and the intarested parscon shall not bear the expenses for the hearing arranged by the administrative

departmenl.
Article 48 A hearing shall be conducted in accordance with lhe folfowing procedures:

{1} The administrative depariment shall, seven days before holding the hearing, inform the applicant and the interested

parson of the time and the venue the hearing is (o be held, and when necessary, make the time and venue known to the public;
(2} Tha hearing shall be held opanly;

(3) Tha agministrative depariment shall appoint a person, ather than its stafi member who examines the application for
administrative permission, to chair the hearing, and where the applicant or he inleresled person believes Lhal the ¢hairperson
has a direc! inlerest in the matter for adminisiralive permission, he shall have the right lo apply lor the chairparson's

withdrawal;

(4) During hearing, the staff member who examines the applicalion lor administrative permission shall provide the
evidence and reasons for his opinions, and the applican! and (he interested person may provide lheir evidence, and argue lheic

cases and cross-examine 1he evidence provided by the said slaff member; and

(5) A record of the hearing shall be made in writing and be signed by, or alfixed with the seals o, the participanis at the

hearing after lhey confirm that there are no mistakes in it.

The administrative depariment shall, on the basis of the record of the hearing, make its decision on administrative

penmission.
Section 5
Alteration and Extenslon

Artlcte 49 Wherse a person granted the parmission asks lo alter the matlers lor which administrative permission is
cbtained, he shall submit an applicalion to the administrative department that makes the decision on administrative permission;
and whare the application is in conformity wilh stalutory requiremenis and standards, the administralive department shall go

through the formalities for alteration according o law.

Article 50 Where a person granted the permission needs an extension cf the term of validity of the administrative
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permission oblained according to law, he shall, 30 days before the expiration of the said term of validity, make an application to
the adminislrative department that makes lhe decision on administralive permission. Howaver, where laws, requlations and

rules provide olherwise, lhe provisions there shall prevail.

The administralive depariment shall, on the basis of the application of {he person granted the permission, make ils
decision on whelher 1o approve {he extension before the expiration of the term of validity of the administrative permission; and

where no such decision is made al the expiration of the time limit, the extension shall be regarded as being approved.

Seclion 6

Speclal Provisions

Artlcle 51 Where there are provisions in this Seelion on the procedures lor the granting of administrative pemmission, they
shall ba applied; and where there are no such provisions in this Seclion, the relevant provisions in this Chapter shall ba

applied.

Artlcle 52 The provisions in relevant laws and administrative regulalions shall be applicable lo {he procedures for the

granling of administralive permission by lhe State Council.

Arttcla 53 For {he granting of adminisiralive permission to the matiers specified in Subparagraph 2 of Aricle 12 of this
Law, the adminislrative depariment shall make ils decision lhrough the forms of [air competition such as public bidding and

auction. However, where laws and adminisiralive regulations provide elherwise, the provisions there shall prevail.

The specilic procedures [or the administrative depariment to make ils decision on adminisirative permission through such
forms as pubic bidding and auclion shall be enacted in aceordance wilh the provigions of relovant laws and administrative

regulations.

Afler the administrative depariment decides on the winner of a bid or lhe vendee in accordance with lhe procedures for
public bidding or auction, it shall make the decision on approving administrative permission, and shall issue the certilicate of

administralive permission to the winner or vendee according to law.

Where tha administrative department, in violation of the provisions of this Aricle, dees not adopt public bidding or aucticn
or goes against the procedures for public bidding or auction, thus inlringing on tha legitimate rights and inlerests of an

applieant, the applicant may, in accordance with law, apply for administralive reconsideration or bring an administrative suit.

Article 54 For the granting of administrative permissicn to the matlers specified in Subparagraph 3 of Article 12 of this

Law, which involves endowing citizens with special gualifications and for which nalional examinations should be conducted
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according to faw, the administralive depariment shall make ils decision on adrministrative pemmission on tha basis of the resulls
of examinalions and olher statutory requirements; and for the granting of special qualifications and competenca of legal
persons or olher arganizalions, it shall make ils decision on the basis of the result of tha appraisal regarding lhe composition of
the professional personnel, the technological qualifications, operational achievemenls and managerial level of the applicanls.

Howsever, where laws and administralive regulations provide olharwise, {he provisions there shall prevail.

Examinations taken by eilizens lor special qualilications shall be arranged by administrative departments or organizations
of lrades according lo law, and shall be conducled openly. The administrative departmenis or the organizalions of trades shall,
in advance, publicize the qualilications and measures lor regisiralion and the subjecls and cutlines for examination. However,
ng compulsory pre-examination raining lor qualilicalion examination shall be arranged and no teaching materials or

supplementary malerials shall be designated.

Article 55 For the granting of adminislrative parmission to the matters specilied in Subparagraph 4 of Arlicle 12 of his
Law, which are subject to inspeclion, test or quarantine according 1o technical slandards and specifications, as is required by
law, the administrative department shall, based on the results of lhe inspection, tesl or quaranlineg, make its decision on such

permission.

To conduct inspection, test or quaranting, the admiristrative department shall, within five days from the date it accepls an
application, assign two or mare of its staff members to do the job in accordance with the technical standards and specilications.
Where the administralive department can, dispensing with further technical analysis of the results of inspection, test or
quarantine, determine whether the equipment, facilities, producls or goeds are in conformity wilh the technical slandards and

specifications, il shall make its decision on administralive permissian an the spol.

Where lhe adminisirative depariment, based on the resulis of inspection, test or quarantine, decides not to approve
adminislrative parmission, it shall state clearly in writing the 1echnical slandards and specilicalions on the basis of which it

makes such a decision.

Artlcle 56 For the granling of administralive permission to the matters specified in Subparagraph 5 of Article 12 of this
Law, for which the application materials submitted by the applicant are complete and in conformity with the statutory forms, the
administralive departmant shall make an eniry of the matters in a register on the spol. Where malters of substance of the
application malerials need lo be verified, the adminisirative depariment shall canduct the verification in accordance with the

provisions in Subparagraph 3 of Article 34 of this Law.

Artlcle 57 Where the number of matters to which administrative permission can be granted is restricted and the

applications submitted by two or more applicants are in ¢onfomity wilh the slalutory requirements and slandards, lhe
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administralive department shall make ils decision on approving administrative permission in sequence of {ime al which it
accepis such applications for administrative permission. However, where laws and administrative regulations provide

otherwise, the provisions there shall prevail.

Chapler V

Fees for Administrative Permlsslon

Article 58 Adminisirativa departments shall not collect any fees for the granting of administrative permission or for their
supervision over and inspeclion of lhe mailers to which administralive permission has been granied. However, where laws and

administralive regulations provide atherwise, lhe provisions there shall prevail.

Administrative departments shall not collect fees far tha forms of application for adminislrative parmission.

_The funds needed by administrafive departments for the granting of adminisirative permission shall be incorporated into
their own budgels, which shall be guaranteed by the govemments at the corresponding levels, and verified and allocated in

accordance with the budgets approved.

Article 59 Where administrative departmenis coftect fees for the granling of administrative pemmission in accordance with
laws and adminislralive regulations, lhey shall do so in conformity with (he publicized statutory items and rates; and all the fees
they collect shall be turned over (o the State Treasury, and no departments or individuals shall, in any form, withhald or
misappropriate them, or divide them in privale or do so in disguised form. No finance depariments shall, in any form, retum to
the administrative departmenis the fees collected by them for the granting of adminisirative permission, or do so in disguised

form.

Chapter Vi

Supervision and Inspection

Article 60 The administrative department at a higher level shall exercise rigid supervision over and inspeclion of the
granting of administrative perrnission by the administrative deparimant at a lower level, in order to put to right, in good lime,

violalions ol laws committed in the granling of administralive permission.

Artlcle 61 The administrative depariment shall establish a sound supervisory system and perorm its supervisory dulies
through checking the materials reflecting the activilies conducled by the persans granted the permission in respect of the

mallers to which administrative parmission has been granted.
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Adler exercising, in accordance with law, supervision over and inspeclion of the aclivities ¢conducled by the persons
granted the permission in respect of the maltlers 1o which administrative permission has been granled, lhe adminisiralive
department shall record the supervision and inspeclion exercised as well as the problems handled, and the record shall be
placed on file after the supervisors and inspeclors sign il. The public shall have the right to consult the recards of supervision

and inspection kept by lhe administrative depariment.

The administralive department shall create conditions Lo inlerconnect with the persons granied the permission and the
computer lile syslems of the relevant adminislrative deparfiments, in order lo check the aclivities conducted by the persons

granted the permission in raspect of the matters to which adminisirative permission has been granted.

Artlcle 62 The administralive deparment may, according lo law, inspect, examine or ies| lhe samples of the products
manufactured or dealt in by the persons granted the permission and conduct on-the-spat inspection of lhe places where the
products are manufaclured or dealt in. When conducting inspection, the administrative depariment may, according to law,
consult the relevant materials or request the persans granted the pemmission to submit such materals; and the said persons

shall provide relevant information and maledals truthfully.

The administrative department shall, in accordance with the provisions of laws and administrative requlations, eonduel
regular inspection of the imporlanl equipment and facilities that have a direct bearing on public security, human healih and the
salety of people's lives and property. With respecl to lhose |hat pass {he inspeclion, il shall issue appropriate docurnents

cartifying the facl.

Article 63 When exercising supervision and inspection, tha administrative depariment shall not hinder the normal
produclion and operation of the persons granted the permission, nor ask the said persons for money or things of valua, or

recaive or accept the same, ar seek other benefils.

Article 64 Where a person granted the permission, in viclalion of law and in an area beyond the jurisdiction of the
administralive department that makes the decision on adminisirative permission, angages in activilies in respect of the mattars
lo which administrative permission has been granled, lhe administrative department in the area where such violalion {akes
place shall, according to law, send a copy of the lacts of violalion committed by the person granted the permission and the

results of its handling of the violalion lo the administrative deparment that makes the decision on adminisirative permission.

-

Artlcle 65 Individuals and organizations that find aclivilies conducled, in violation of law, in respect of the matters to which
adminisirative permission has been granted shall have the right lo reporl such aclivities to administrative departments, which

shall, without delay, check the facts and handle the violalion.

Artlcle 66 Where a person granted the permission fails to perform his obligations of developing and ulilizing natural
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resources accerding to law or his obligations of ulilizing public resources according to law, the administeative depariment shall
instruct him to set it right within a time limit; and if he [ails to do so within the specified time limit, the administrative depariment

shall deal wilh lhe case in accordance with the provisions of relevant laws and administralive regulations.

Arilcle 67 The person granted the permission that has obtained administrativa parmissian for access to the market of a
special rade which has a direct bearing on public interesis shall, in compliance with the senvice slandard prescribed and the
rates lixed by the State as well as {he requiremeants prescribed by the administrative departmenl according to law, provide to
users sale, convenient and steady service at reasonable rates, and shall parform his obligalion of providing universal service;
and without approval by the adminislralive department that makes the decision on administralive permission, lhe said person

shall not suspend business or closa down.

Where a person granled the permission fails to parlorm lhe obligations specified in lhe preceding paragraph, the
administrativa department shall instruct him to set il right within a time limit or, according to law, take effective measures to see

lhat he performs the obligalions.

Article 68 With respect to Lhe important equipment and facilities that have a direct bearing on publie security, human
healih and the salety of people's lives and property, the administralive depariment shall see that lhe uniis lhat make the design

of, manufacture, install or use such equipment and facilities to eslablish an appropriate selt-inspection system.

Where, in conducling supervision and inspection, the adminislrative deparimeni discovers lhat in lhe important equipment
and lacililies that have a direct bearing on public secunty, human heallth and the salety of people's lives and property there
exist hidden dangers threatening safety, it shall instruct the units to cease manufacluring, installing and using the same, and

shall instruct the units that make the design of, manufacture, install or use the same to reclify immediately.

Article 69 In any of he following cases, the adminisirative depariment that makes the decision on administralive
pemnission or ils immediate superior may, based on the request of the interested person or on ils awn lunclions and powers,

revoke such permission;

{1) where the decision on approving administralive permission is made by stalf members of the adminislralive departmant

who abuse lheir powers or neglect their duties;

{2} where Ihe decision on approving adminisiralive permission is made beyond the statutory functions and powers;

{3) where lhe decision on approving administralive permission is made in contravantion of the statutery procedures;

{4) whers approval of adminislralive permission is givan to an applicant that is not qualified lor application ar does nat
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meet lhe stalulory requirements; and
{5} other cases where administralive permission may be revoked according lo law.
The administralive permission obtained by a person by such illegitimale means as deceplion and bribery shall be revoked.

Where revacalion of administrative permission in accordance with lhe provisions of the preceding two paragraphs may

cause great darmages to public interests, such permission shall not be revoked.

Where revocation of administralive permission in accordance with the provisions in the first paragraph of this Aricla
causes damages to lhe legitimate rights and interests ol the person granted the permission, compensation shall be made by
the administrative departmenl accerding lo law. Where administrative permission is revoked in accordance with the provisions
i the second paragraph of lhis Article, the benefits cblained by the person granted the permission through such permission

shall not be protected.

Artlcle 70 In any of the following cases, the administralive deparimenl shall, in accordance with law, go through the

formalities for cancelling the relevanl administrative permission:
{1) where the term of validity for adminislralive permission is not extended at the expiralion of the term;

{2) where the citizen to whom administrative permission for special qualilicalions is granted dies or loses the disposing

capacity:
{3) where the status of a legal person or other organization is terminated according to law,

{4) where, in accordance with law, administrative permission is revoked or wilhdrawn, or the certificale of such permission

is revoked;
{5) where mattars for which administralive permission has been oblained cannol be undertakan dus to lorce majeure; and
{6) olher cases where administralive permission should be revoked as provided lor by laws and regulations.
Chapter Vit
L.egal Responsibllity

Artlcle 71 Any procedure for administralive pemmission instituted by a depariment in violation of the provisions in Adicle 17

of this Law, the relevant department shall instruct the department thal inslitules such procedure to rectily, or have lhe
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procedure lerminated according to law.

Artlcle 72 Where an administralive department or its stalf member, in violation of the provisions of this Law, does one of
the lcllowing, its/his immediate superior or the supervisory department shall instruet ithim lo rectify; and il the circumstances
are serious, lhe parsans directly in charge and the other persons directly responsible shall be given administrative sanclions

according to law:
{1) failing to accept an application {for administrative permission thal is in conformity with the statulory requirements;
(2} failing to publicize at the office place the materials which should be publicized according to law;

(3) in the process of aceepling, examining and deciding on administrative permission, failing to periorm the slatulory

obligation of informing the applicant and the interested person of the righl lo reguest hearing;

{4) in the case where lhe applicalion materials submilted by the applicant are nol complete or not in conformity with the

statutory [orm, failing to inform Lhe applicant, all at once, of what needs {o be supplemented or comrected;

{5} tailing to state ita/his reasens, according lo law, for refusing to aceept an application for administralive permission or for

relusing to approve such permission; and
{6) failing ta hold hearings as is required by law.

Artlcle 73 Where {he stalf merber of an administrative depariment, when handling matiers of administrative permission
or exercising supervision and inspection, asks anolher person far money or things of value, or receives or accepls the same, or
seeks olher benefils, which constitutes a crime, he shall ba investigated for criminal responsibility according to law, and if the

case is not serious enough lo conslitute a crime, he shall be given adminislrative sanctions according to law.

Article 74 Whete, in granting adminislrative parmission, an adminislralive department does ane of the following, it shall be
instrucled by its immediate superior or lhe supervisory department to reclify, and the persons direclly in charge and the other
persons direclly responsitle shall be given administrative sanclions according to law: and if a crime is constituted, criminal

responsibllity shall be invesligated according lo law:

{1} giving approval of adminisirative parmissian io an applicant that does not meet the slatulory requirements, or making a

decision on approving administralive permission beyond ils statutory funclions and powers;

(2) refusing to give approval of administralive permission to an applicant thal meets the statulory requirements, ar failing to
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make a decisicn on approving administrative permission within the statutory time limit; and

{3) faifing to make a decision, lhrough public bidding, auction or exarination, on approving adminisirative permission on
the basis of the outcome of public bidding and auclion or lha examination resulls, as is required by law, or relusing to make the

decision on such basis.

Article 75 Where, when granting administralive pemnission, an administrative departrent collects fees withoul
authorization or in contravention of lhe slalulory items and rates, ils immediate superior or the suparvisory deparment shall
instruct it to return Lhe fees illegally collected; and the persons direclly in charge and the other persons direclly responsible

shall be given adminislralive sanclions according to law.

Whare lhe [ees collected according Lo law for granling administralive permission are wilhheld, misappropriated, divided in
private or done 5o in disguised form, such fees shall be recovered; the parsons directly in charge and the other persons directly
responsible shall be given administrative sanctions according to law; ard il a crime is consliluted, criminal respansibility shall

be investligated accerding 1o law.

Article 76 Where an adminisirative department grants adminisiralive permission in violation of law and lhus causes
damages o the righls and interesls of the person concerned, it shall make compensation in accordance wilh the provisions of

the Law on State Compensation.

Article 77 Where an adminislrative departmen does nol pedcrm its duties of supenision according o law or fails 1o
perform such duties effectively, thus serious consequences ensue, its immediale superior or the supervisory department shall
instruct it to reclify, and \he persons directly in charge and the other persons directly responsible shall be given administralive

sanctions according to law; and if a crime is constituted, criminal responsibility shall be investigaled according lo law.

Article 78 Where, when applying lor administralive permission, an applicanl conceals relevant informalion or provides
false application malerials, the administrative department shall refuse lo accept the application or fo approve such permission,
and shall give a disciplinary warning t¢ lhe applicant; and if the matters lor which admimstrative permission is applied for are
ones lhat have a direct bearing on public security, human heatth and he salety of people's lives and properly, the applicant

shall nol apply for adminisirative permission for lhe samne matlers again within one year.

Article 79 Where a person obtains adminislralive permnission by such illegilimate means as deceplion and bribery, the
administralive depariment shall impose adminisiralive penalties on him; il the matters for which administrative parmission is
cbtained are ones that have a direct bearing on public security, human health and ihe safety of people's lives and property, the

applicant shall not apply for administrative permission for the same matters again within three years, and il a crime is
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constituted, the said person shall be invesligated for criminal responsibility according lo law.

Artlcle 80 Where a person granled the permissicn daes ona of the fallowing, the administrative department shall impose
administralive penalties on him according lo law; and if a crime is constituted, ha shall be investigated for ciminal responsibility

according to law:

(1) altering, seling, leasing out or lending the certificale of administralive permission, or illegally transferring such

permission in other forms;

{2} engaging in aclivities beyond the limits of administrative permission;

(3} concealing retevanl information from, providing false matenals le, or refusing to provide truthful materials reflecting ils

activities to, the administrative departiment in charge of supervision and inspection; and

{4} commitling olher illegal acls specilied in laws, regulations and rules.

Article 81 Where a cilizen, legal persan or olher organization, wilhaul oblaining administralive permission, engages in
activilies for which adminislrative pemnission should be obtained according to law, the administrative deparimenti shall, in
accordanca with law, adopt measures lo stop such aclivilies, and impose adminisirative peralties on the cilizen, legal person
or other organization according {o law; and il a cime is constiluted, criminal responsibility shall be investigated according to

law.

Chapler Vil

Supplementary Provislons

Article 82 The time limit for the granting of administrative permission by an administrative department specified in this Law

is counted by the working days, excluding the statutery festivals and holidays.

Article 83 This Law shall go into effect as of July 1, 2004.

The provisions on administrative permission formulaied prior to implementation of this Law shall be checked up on by the
formulating departments in accordance with the provisicns of this Law; and beginning from the date this Law goes inlo effect,

implementation of those provisions thal are nol in conformity with the provisions of this Law shall cease.
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. the shareholders meeting shall determine all the significant operational issues and plans for the company;
Shareholders' Meeting| 9 9 p p pany

the board of directors shall be responsible for the shareholders’ meeting and shall implement the resolutions made at the shareholders’ mee

Actin or ! U
. 9 . Board of Directors ' Supervisors/
Director | | - .
1 1
H H inspect the company finances, supervise the performance of duties by directors and senior management personnel
1 1
- . Chairman H
May hold the position 1 1
of H .

the manager shall be responsible for the board of directors and oversee the daily management of the company

Manager




tings, as well as manage daily business operations;
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CHAPTER I — GENERAL PROVISIONS
Article 1.

This Law is formulated with a view to protecting the lawful rights and
interests of parties, maintaining social and economic order and promoting
the development of socialist modernisation.
Article 2.

In this Law, "contracts" refers to agreements defining civil rights and
obligations which are concluded, amended and terminated between
natural persons, legal persons or other organisations of equal status.

With respect to agreements defining status relationships, such as
agreements relating to marriage, adoption and guardianship, etc, the
provisions of other laws shall apply.

Article 3.

Parties to a contract shall be of equal legal status, and neither party may
impose its will on the other party.

Article 4.

Parties have the right to conclude contracts of their own free will in
accordance with the law, and no unit or individual may illegally interfere
with the exercise of this right.

Article 5.

Parties shall observe the principle of fairness in defining their respective
rights and obligations.
Article 6.

Parties shall observe the principles of honesty and trustworthiness in
exercising their rights and performing their obligations.
Article 7.

Parties shall comply with laws and administrative regulations in concluding
and performing contracts, they shall respect social morals, and they may
not disturb the social or economic order or harm social and public
interests.

Article 8.
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Contracts concluded in accordance with the law shall be legally binding on
the parties. A party shall perform its own obligations as agreed, and it may
not of its own accord alter or terminate the contract.

Contracts formed in accordance with the law shall receive the protection of
the law.

CHAPTER II — CONCLUSION OF CONTRACTS
Article 9.

A party concluding a contract shall possess the relevant capacity for civil
rights and for civil acts.

A party may authorise its agent to conclude a contract on its behalf.

Article 10.

Parties shall conclude contracts in writing, orally, or in some other form.
Where laws or administrative regulations stipulate the use of the written
form, then the written form shall be used. Where the parties agree to use
the written form, then the written form shall be used.

Article 11.

"Written form" refers to documents of a form such that the content of the
contract may be visibly recorded, such as contract instruments,
correspondence, and electronic documents (including telegrams, telexes,
facsimiles, electronic data interchange and electronic mail).

Article 12.

The parties shall agree on the content of a contract, and in general the
following matters shall be included:

(1) the title or full name and the residence of each party;

(2) the subject matter;

(3) quantity;

(4) quality;

(5) price or remuneration;

(6) period, place and methods of contractual performance;

(7) liability for breach of contract; and

(8) methods of dispute resolution.

In concluding a contract, the parties may consult model contract
instruments of various kinds.

Article 13.

In concluding a contract, the parties shall adopt the method of offer and
acceptance.

Article 14.

An offer is an expression of intention to conclude a contract with another
person, and the said expression of intention shall satisfy the following
requirements:

(1) its content shall be concrete and precise; and

(2) it shall be stated clearly that, upon the offer being accepted by the

offeree, the offeror shall be bound by his or her expression of intention.
Article 15.
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An invitation to treat is an expression of a desire that another person
makes one an offer. The mailing of a price list, an auction announcement, a
call for tenders, a share prospectus, a commercial advertisement, etc, are all
deemed to be invitations to treat.

Where the content of a commercial advertisement satisfies the
requirements necessary for it to constitute an offer, it shall be deemed to
be an offer.

Article 16.

An offer shall take effect when it reaches the offeree.

Where a contract is concluded through the use of electronic documents,
and the recipient of the offer specifies the use of a particular system for the
receipt of electronic documents, the time at which the relevant electronic
document enters the said system shall be deemed to be the time at which
the offer reaches the offeree; where the recipient has not specified the use
of a particular system, then the first time at which the electronic document
enters any of the recipient's systems shall be deemed to be the time at
which the offer reaches the offeree.

Article 17.

An offer may be withdrawn. Notification of the withdrawal of the offer
must reach the offeree before the offer reaches the offeree or at the same
time that the offer reaches the offeree.

Article 18.

An offer may be revoked. Notification of the revocation of the offer must
reach the offeree before the offeree issues notification of acceptance of the
offer.

Article 19.

In either of the following situations, an offer may not be revoked:

(1) the offeror specifies an acceptance period or in some other way makes
it clear that the offer is irrevocable; or

(2) the offeree has grounds for believing that the offer is irrevocable, and
has already completed some preparatory work relating to the performance
of the contract.

Article 20.

In any of the following situations, an offer shall cease to have effect:

(1) a notification that the offer has been rejected reaches the offeror;

(2) the offeror revokes the offer in accordance with the law;

(3) the period for acceptance of the offer has expired, and the offeree has
not accepted the offer; or

(4) the offeree materially alters the content of the offer.

Article 21.

An acceptance is a declaration by the offeree that it agrees with the terms
of the offer.
Article 22.

Acceptance should be effected by notification, but acceptance may also be
effected by conduct in line with business practices or in accordance with
the terms of the offer.

Article 23.

An acceptance must reach the offeror within the time period specified by
the offer.
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Where the offer does not specify a time period for acceptance, the
following rules apply with respect to the time at which the acceptance
must reach the offeror:

(1) where the offer is made orally, it must be accepted immediately, except
where the parties agree otherwise; or

(2) where the offer is not made orally, acceptance of the offer must reach
the offeror within a reasonable time period.
Article 24.

Where an offer is made by correspondence or telegram, the acceptance
period shall be calculated from the date shown on the correspondence or
the date on which the telegram is sent. Where the correspondence is not
clearly dated, the said period shall be calculated from the date of the
postmark recording when the said correspondence was sent. Where the
offer is made by telephone, facsimile or some other form of instantaneous
communication, the acceptance period shall be calculated from the time
the offer reaches the offeree.

Article 25.

A contract is formed at the time an acceptance takes effect.
Article 26.

A notification of acceptance of an offer shall take effect from the time it
reaches the offeror. Where it is not necessary for there to be notification of
acceptance, the acceptance shall take effect from the time the conduct of
accepting the offer is carried out in accordance with business practices or
the requirements of the offer.

Where a contract is concluded through the use of electronic documents,
the provisions of paragraph 2 of Article 16 of this Law shall apply in
determining the time at which the acceptance reaches the offeror.
Article 27.

An acceptance may be withdrawn. Notification of the withdrawal of the
acceptance must reach the offeror before notification of the offeree's
acceptance reaches the offeror or at the same time that the notification of
acceptance reaches the offeror.

Article 28.

Where the offeree accepts the offer after the expiry of the acceptance
period, then, except where the offeror immediately notifies the offeree that
the said acceptance is effective, such an acceptance shall be deemed to be
a new offer.

Article 29.

Where the offeree issues an acceptance of the offer within the acceptance
period, and where under normal circumstances it would be possible for the
acceptance to reach the offeror promptly, but for other reasons the
acceptance does not reach the offeror until after the expiry of the
acceptance period, then, except where the offeror promptly notifies the
offeree that the offeror will not accept the said acceptance because of the
expiry of the acceptance period, the said acceptance shall be effective.
Article 30.

The contents of the acceptance must be identical to the contents of the
offer. Where the offeree materially alters the contents of the offer, this shall
be deemed to be a new offer. Any relevant alteration to the subject matter
of the contract, quantity, quality, price or remuneration, time limits on
contractual performance, the place and methods of contractual
performance, liability for breach of contract, and methods of dispute
resolution, etc, constitutes a material alteration to the contents of the offer.
Article 31.

Where the acceptance makes non-material alteration to the contents of the
offer, then except where the offeror immediately expresses its opposition,
or the offer clearly stipulates that the offeree may not in its acceptance
make any alterations to the contents of the offer, the said acceptance shall
have effect, and the contents of the contract shall be in accordance with
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the contents of the acceptance.
Article 32.

Where a contract is concluded through the use of a contract document, the
contract shall be concluded from the time that the two parties sign or affix
their respective seals to the contract document.

Article 33.

Where a contract is concluded by correspondence or electronic documents,
either party may, prior to the contract being concluded, request the signing
of a letter of confirmation. Where this is the case, the contract shall be
concluded upon the signing of the letter of confirmation.

Article 34.

The place at which the acceptance takes effect shall be the place at which
the contract is concluded.

Where a contract is concluded through the use of electronic documents,
the main place of business of the recipient of the said documents shall be
deemed to be the place at which the contract is concluded; where the said
recipient does not have a main place of business, the recipient's usual place
of abode shall be deemed to be the place at which the contract is
concluded. Where the parties agree otherwise, the parties’ agreement shall
have effect.

Article 35.

Where a contract is concluded through the use of a contract document, the
place at which the parties sign or affix their respective seals on the contract
document shall be the place at which the contract is concluded.

Article 36.

Where laws and administrative regulations stipulate that the contract is to
be concluded in writing, or the parties agree to conclude the contract in
writing, but where the parties fail to conclude the contract in writing, and
one side has already performed a major obligation under the contract, and
the other party has accepted the said performance, the said contract shall
be concluded.

Article 37.

Where a contract document is used to conclude a contract, and prior to
signing or affixing seals on the contract document, one of the parties has
already performed a major obligation under the contract, and the other
party has accepted the said performance, the said contract shall be
concluded.

Article 38.

Where the State, in accordance with its needs, assigns mandatory tasks or
tasks relating to state orders for goods, relevant legal persons and other
organisations shall conclude contracts between themselves in accordance
with the rights and obligations stipulated in relevant laws and
administrative regulations.

Article 39.

Where a contract is concluded through the use of standard clauses, the
party proposing the standard clauses shall observe the principle of fairness
in defining the rights and responsibilities of the parties, and the said party
must take reasonable steps to draw the other party's particular attention to
those clauses which eliminate or limit the said party's liabilities, and must,
where requested by the other party, explain the effect of the said clauses.

Standard clauses are those clauses which one party drafts in advance for
repeated use, and are not the subject of negotiation with the other side at
the time when the contract is concluded.

Article 40.

Where a standard clause possesses one of the characteristics set out in
Article 52 or Article 53 of this Law, or where the clause operates to exclude
the liabilities of the party proposing the standard clause, or to increase the
liabilities of the other party, or to remove important rights enjoyed by the
other party, the said clause shall be without effect.

Article 41.
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Where a dispute arises over the interpretation of a standard clause, the
said clause shall be interpreted in accordance with the way it is usually
understood. Where a standard clause is open to two or more
interpretations, the interpretation which is less favourable to the party
supplying the standard clause shall be adopted. Where a contract contains
a standard clause and a non-standard clause that has a differing effect, the
non-standard clause shall be adopted.

Article 42.

Where, in the course of concluding a contract, a party is involved in any of
the following acts, which result in a loss for the other party, then the first
party shall be liable to pay compensatory damages:

(1) conducting negotiations in bad faith under the false pretext of
concluding a contract;

(2) deliberately concealing important facts relevant to the conclusion of the
contract or providing a false account of the situation; or

(3) other acts which violate the principles of honesty and trustworthiness.
Article 43.

Commercial secrets of which the parties become aware in the course of
concluding a contract must not be revealed or inappropriately used,
regardless of whether or not the contract is concluded. Where the said
secrets are revealed or inappropriately used, and the other party sustains
losses as a result, then the first party shall be liable to pay compensatory
damages.

CHAPTER III — CONTRACTUAL VALIDITY

Article 44.

A contract which is concluded in accordance with the law shall take effect
from the time it is concluded.

Where laws and administrative regulations provide that ratification,
registration and other procedures must be completed before the contract
can come into effect, such provisions shall be followed.

Article 45.

The parties may agree that the effectiveness of a contract is subject to
certain conditions. Where the coming into effect of a contract is subject to
certain conditions, the contract shall only come into effect upon the said
conditions being fulfilled. Where the contract is subject to dissolution upon
certain conditions being fulfilled, then upon the said conditions being
fulfilled the contract shall cease to have effect.

Where a party, for its own benefit, improperly prevents the relevant
conditions from being fulfilled, the said conditions shall be deemed to have
been fulfilled; where a party improperly facilitates the fulfilment of the
relevant conditions, the said conditions shall be deemed not to have been
fulfilled.

Article 46.

The parties may agree to attach a time limit to the validity of a contract.
With respect to a contract which only comes into effect at a certain time,
the contract shall only come into effect at the said time. Where a contract
is subject to termination upon the expiry of a certain time limit, then upon
the expiry of the relevant time limit the contract shall cease to have effect.
Article 47.

Where a person with only limited capacity for civil acts concludes a
contract, the said contract shall take effect upon being subsequently
confirmed by the legal representative of the said person, but with respect
to contracts purely of benefit to the said person, or contracts appropriate
to the age, intellectual capacity, and mental condition of the said person, it
is unnecessary for the legal representative of the said person to provide
subsequent confirmation.

The other party to a contract for which subsequent confirmation is required
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may request that the said legal representative provide subsequent
confirmation of the contract within one (1) month. Where the legal
representative does not respond, subsequent confirmation shall be
deemed to have been refused. Before the contract is subsequently
confirmed, the other party, acting in good faith, has the right to revoke the
contract. The revocation shall be effected by notification.

Article 48.

Where a person not possessing agency power, or acting in excess of his or
her authority, or acting after the termination of the agency relationship,
concludes a contract in the name of the relevant principal, and the contract
is not subsequently confirmed by the principal, the contract has no effect
in relation to the principal, and the said person shall be held responsible.

The other party to such a contract may request that the said principal
provide subsequent confirmation of the contract within one (1) month.
Where the principal does not respond, subsequent confirmation shall be
deemed to have been refused. Before the contract is subsequently
confirmed, the other party, acting in good faith, has the right to revoke the
contract. The revocation shall be effected by notification.

Article 49.

Where a person not possessing agency power, or acting in excess of his or
her authority, or acting after the termination of the agency relationship,
concludes a contract in the name of the relevant principal, and the other
party has grounds for believing that the said person possesses agency
power, the said agency conduct shall have effect.

Article 50.

Where a legal person or the legal representative or responsible person of
some other organisation concludes a contract in excess of his or her
authority, except where the other party knows or ought to know that the
said person is acting in excess of his or her authority, the said act of
representation shall have effect.

Article 51.

Where a person without power of disposition disposes of the property of
another person, and where the person with the relevant power provides
subsequent confirmation or the person who lacks the power of disposition
obtains the power of disposition after concluding the contract, the said
contract shall have effect.

Article 52.

In any one of the following situations, a contract shall be without effect:

(1) one party concludes the contract through the use of fraudulent or
coercive means, causing detriment to the interests of the State;

(2) the contract involves a malicious conspiracy which is detrimental to the
interests of the State, a collective or a third party;

(3) illegal intentions are concealed beneath an appearance of legality;

(4) there is detriment to social and public interests; or

(5) the mandatory provisions of laws and administrative regulations are
violated.

Article 53.

The following kinds of exemption clauses in a contract shall have no effect:
(1) clauses relating to personal injuries sustained by the other party; and
(2) clauses relating to property losses sustained by the other party either
because of the first party's deliberate acts or its gross negligence.

Article 54.

A party has the right to request that the people's court or an arbitration
body alters or nullifies the followina contracts:
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(1) one which was concluded as a result of a serious misunderstanding; or
(2) one which was clearly unfair at the time it was concluded.

Where one party, through the use of fraudulent or coercive means or by
taking advantage of the other party's difficulties, leads the other party to
conclude a contract contrary to his or her true intentions, the party
suffering detriment has the right to request that the people's court or an
arbitration body alters or nullifies the said contract.

Where a party requests alteration of the contract, the people's court or the
arbitration body may not nullify the said contract.

Article 55.

In either of the following situations, the right to revoke the contract will be
lost:

(1) the party with the right to revoke has failed to exercise this right within
one (1) year from the date on which the said party knew or ought to have
known of the circumstances out of which the right to revoke arose; or

(2) after the party possessing the right to revoke has become aware that
the right to revoke has arisen, the said party, through a clear declaration or
by his or her conduct, waives the right of revocation.

Article 56.

Contracts that are invalid or have been revoked possess no legal binding
force ab initio. Where a contract is invalid in part, but the invalidity of the
said part does not affect the validity of the other parts of the contract, then
these other parts will still be valid.

Article 57.

A contract's invalidity, revocation or termination does not affect the
effectiveness of those clauses in the contract relating to methods of
dispute resolution which exist independently.

Article 58.

After a contract has been declared invalid or revoked, all property obtained
by reason of the said contract shall be returned; where the property cannot
be returned or there is no need to return it, compensation shall be paid on
the basis of the depreciated value of the property. A party that is at fault is
liable to compensate the other party for its resulting losses, and where
both parties are at fault, then each party shall bear the relevant liability
respectively.

Article 59.

Where the contract involves a malicious conspiracy, and is detrimental to
the interests of the State, a collective or a third party, all property thereby
obtained shall be the property of the State or shall be returned to the
collective or the third party.

CHAPTER IV — PERFORMANCE OF CONTRACTS

Article 60.

The parties shall perform their respective obligations in their entirety in
accordance with the terms of their agreement.

Parties shall observe the principles of honesty and trustworthiness, and
shall perform all notification, assistance and confidentiality obligations, etc,
in accordance with the nature and purpose of the contract and in
accordance with business practices.

Article 61.

After the contract comes into effect, where the parties have made no
agreement or have not come to a clear agreement with respect to matters
such as quality, price or remuneration, the place of performance, etc, they
may agree on additional provisions dealing with these matters; where the
parties are unable to reach agreement on such provisions, the said matters
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IMEETT ; HGERLPITBIAFEMN performance of payment obligations shall be in accordance with market
HEBAHESIND |, iIREBMER  prices at the place that the contract is performed at the time the contract is
7. concluded; where the law requires the implementation of government fixed
prices or government guiding prices, then payment shall be in accordance
(=) BITHAARBER , 4413 with the relevant provisions.
MY, R — o FTEE
17 ; ASABNF=HI , TEASHFZFRTE (3) Where there has been no clear agreement as to the place of
M T ; Bl , BT XS — performance, and payment is made in the form of money, performance
R EHEETT. shall be at the place of business of the party which is receiving the money;
where payment is made in the form of real property, performance shall be
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(78) BITEBGRIBAREH  (5) Where there has been no clear agreement as to methods of
1, BEITYS—HHRiE. performance, performance of obligations shall be in accordance with
methods which are beneficial to the realisation of the objectives of the
contract.

(6) Where there has been no clear agreement as to responsibility for the
payment of expenses relating to performance, this responsibility shall be
borne by the party performing the obligation.

FERNT=% Article 63.
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the price falls, the original price shall be implemented.
e giiPS Article 64.

LEALNEHESABE=A  Where the parties agree that the obligor shall perform the obligation for
BITHRSEH , (REAKBESE=AE the benefit of a third party, but the obligor does not perform the
TRBHEBEITESAKTENE ., obligation for the benefit of the said third party or does not perform in

R AN FIBBLAERE. conformity with the parties' agreement, the obligor shall be liable to the
obligee for breach of contract.
FENthEk Article 65.

LMEANTEHE=ABAEIA  Where the parties agree that those obligations owed to the obligee shall
BITIRSM , = AFE(TESE be performed by a third party, but the said third party does not perform
ERITRSTHIANE , RS AR the obligation or does not perform in conformity with the parties'

LRI FREL ST, agreement, the obligor shall be liable to the obligee for breach of contract.
FINTINE Article 66.

MEAERERS , i8E%ERE Where the parties owe obligations to one another, and there is no
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agreement that one obligation shall be performed first and the other
subsequently, then the obligations shall be performed at the same time. A
party has the right to refuse a request by the other party that it provide
performance where the other party has not yet performed its obligations. A
party has the power to refuse the corresponding request of the other party
to provide performance where the other party has performed its obligation
in a manner not in conformity with the parties' agreement.

Article 67.

Where the parties owe obligations to one another, and where one
obligation is to be performed first and the other subsequently, then where
the party with the obligation to provide initial performance has not
performed its obligation, the party with the obligation to provide
subsequent performance may refuse the request of the other party to
provide performance. Where the party with the obligation to provide initial
performance has performed its obligation in a manner not in conformity
with the parties' agreement, the party with the obligation to provide
subsequent performance may refuse the corresponding request of the
other party to provide performance.

Article 68.

Where the party with the obligation to provide initial performance has
reliable evidence which proves that one of the following situations exists
with respect to the other party, the said party may suspend performance:

(1) there has been a serious decline in the state of the other party's
business;

(2) property has been transferred or funds have been secretly withdrawn in
an effort to evade obligations;

(3) the other party has lost its commercial reputation; or

(4) there are other circumstances which indicate that the party has lost or
has probably lost its ability to perform its obligations.

If the said party suspends performance without reliable evidence, it shall be
liable for breach of contract.
Article 69.

Where a party suspends performance in accordance with the provisions of
Article 68 of this Law, it shall immediately notify the other party. Where the
other party provides an appropriate guarantee, the said party shall resume
performance. After performance has been suspended, and the other party
has not regained its capacity to perform its obligations or provided an
appropriate guarantee within a reasonable time, the party which has
suspended performance may dissolve the contract.

Article 70.

Where an obligee which is divided into smaller entities, is involved in a
merger or changes its place of business, and fails to notify the obligor, thus
making it difficult for the obligor to perform its obligations, the obligor
may suspend performance or lodge the subject matter of the contract.
Article 71.

The obligee may refuse performance of an obligation by the obligor ahead
of schedule, except where performance of an obligation ahead of schedule
is not detrimental to the obligee's interests.

Where the obligee incurs increased expenses as a result of the obligor
performing its obligations ahead of schedule, these added expenses shall
be borne by the obligor.

Article 72.

The obligee may refuse partial performance of an obligation by the obligor,
except where partial performance is not detrimental to the obligee's
interests.

Where the obligee incurs increased expenses as a result of the obligor
providing partial performance of an obligation, these added expenses shall
be borne by the obligor.
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Article 73.

Where the obligee sustains losses due to the obligor neglecting to exercise
his or her matured obligatory rights, the obligee may make a request to
the people's court that the obligee be subrogated in his or her own name
to the obligor in the obligor's exercise of its claims, except where the
obligor enjoys the said obligatory rights personally.

The scope within which the right of subrogation may be exercised shall be
no greater than the scope of the obligatory right enjoyed by the obligee.
Necessary expenses incurred by the obligee in exercising the right of
subrogation shall be borne by the obligor.

Article 74.

Where the obligee sustains losses due to the obligor abandoning his or her
matured obligatory rights or transferring property without providing
compensation, the obligee may petition the people's court to nullify the
obligor's conduct. Where the obligee sustains losses due to the obligor
transferring property at a low and clearly unreasonable price, and the
transferee of the property is aware of the relevant circumstances, the
obligee may also petition the people's court to nullify the obligor's
conduct.

The scope within which the power of annulment may be exercised is
limited to the scope of the obligatory right enjoyed by the obligee.
Necessary expenses incurred by the obligee in exercising the right of
annulment shall be borne by the obligor.

Article 75.

The power of annulment shall be exercised within one (1) year from the
date on which the obligee knows or ought to know of the circumstances
out of which the power of annulment has arisen. Where the obligee does
not exercise the power of annulment within five (5) years from the date on
which the relevant conduct of the obligor has occurred, the said power of
annulment shall be lost.

Article 76.

After the contract takes effect, a party may not use any change in its name
or title or any change in the identity of its legal representative, responsible
person or the person undertaking performance as grounds for not
performing its contractual obligations.

CHAPTER V — ALTERATION AND ASSIGNMENT OF CONTRACTS

Article 77.

The parties may alter the contract after reaching agreement through
consultation.

Where laws and administrative regulations provide that ratification,
registration and other procedures must be completed when a contract is
altered, such provisions shall be followed.

Article 78.

If the content of the parties' agreed alteration to the contract is not clear, it
shall be presumed that no alteration has occurred.

Article 79.

The obligee may assign its contractual rights to a third party in whole or in
part, except in the following situations:

(1) the rights may not be assigned because of the nature of the contract;
(2) the parties have agreed that the rights may not be assigned; or

(3) laws stipulate that the rights may not be assigned.

Article 80.

The obligee shall notify the obligor of any assignment of its rights. Where
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notification is not provided, the assignment shall have no effect in relation
to the obligor.

Notification of the assignment of rights by the obligee may not be
revoked, except with the consent of the assignee.
Article 81.

Where the obligee assigns its rights, the assignee shall obtain all accessory
rights related to the main obligatory rights, except where the obligee
personally enjoys the said accessory rights.

Article 82.

After the obligor receives notification of the assignment of the obligatory
rights, any defences that the obligor has against the assignor may be raised
against the assignee.

Article 83.

When the obligor receives notification of the assignment of obligatory
rights, the obligor may request that its obligations to the assignee be offset
against the obligatory rights which the obligor has against the assignor
and which are due before or at the same time as the assigned obligations
owed by the obligor to the assignee.

Article 84.

Where the obligor assigns its contractual obligations in whole or in part to
a third party, the consent of the obligee must be obtained.

Article 85.

Where the obligor assigns its obligations, any defences available to the
original obligor as against the obligee may be raised by the new obligor.

Article 86.

Where the obligor assigns its obligations, the new obligor must assume all
accessory obligations related to the main obligation, except where the said
associated obligations are personally owed by the original obligor.

Article 87.

Where laws and administrative regulations provide that ratification,
registration and other procedures must be completed when rights or
obligations are assigned, such provisions shall be followed.

Article 88.

A party may, upon gaining the consent of the other party, assign to a third
party all its rights and obligations under the contract in their entirety.

Article 89.

With respect to the assignment of rights and obligations in their entirety,
the provisions of Article 79, Articles 81 to 83 and Articles 85 to 87 of this
Law shall apply.

Article 90.

Where a party is involved in a merger subsequent to concluding a contract,
the legal person or other entity created by the merger shall enjoy all rights
and perform all obligations under the contract. Where a party is divided
into smaller entities subsequent to concluding a contract, except where the
obligee and the obligor agree otherwise, the legal person or other entity
created by the division shall, with respect to its contractual rights and
obligations, enjoy joint obligatory rights and be responsible for joint and
several obligations.

CHAPTER VI — TERMINATION OF CONTRACTUAL RIGHTS AND
OBLIGATIONS

Article 91.

In any of the following situations, contractual rights and obligations shall
be terminated:
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(1) all obligations have already been performed as agreed;
(2) the contract has been dissolved;
(3) obligations have been offset against one another;

(4) the obligor has lodged the subject matter of the contract in accordance
with the law;

(5) the obligee has released the obligor from its obligations;

(6) all obligations and all obligatory rights under the contract are owed and
enjoyed by the same person; or

(7) any other situation in which the law requires termination or the parties
agree on termination.
Article 92.

After the termination of all contractual rights and obligations, the parties
shall observe the principles of honesty and trustworthiness, and shall
perform all notification, assistance and confidentiality obligations, etc, in
accordance with business practices.

Article 93.

The parties may dissolve the contract after reaching agreement through
consultation.

The parties may agree on certain conditions under which one party may
dissolve the contract. When the said conditions for the dissolution of the
contract are satisfied, the party with the right of dissolution may dissolve
the contract.

Article 94.

The parties may dissolve the contract in the following circumstances:
(1) the objectives of the contract cannot be realised due to force majeure;

(2) prior to the expiry of the period for performance of the contract, one of
the parties states clearly, or makes it clear from its behaviour, that it will
not perform the major obligation;

(3) one of the parties delays the performance of a major obligation, and
after being called on to perform the obligation, fails to do so within a
reasonable period of time;

(4) because one of the parties delays the performance of an obligation or
because of other conduct in breach of contract, the objectives of the
contract cannot be realised; or

(5) other circumstances stipulated in the law.

Article 95.

Where a time period for exercising the right of dissolution is stipulated by
laws or has been agreed on by the parties, and where, upon the expiry of
the time period, this right has not been exercised, the said right shall be
extinguished.

Where a time period for exercising the right of dissolution is not stipulated
by laws or has not been agreed on by the parties, and where the other side
has been called upon to exercise the right but has not done so within a
reasonable period of time, the said right shall be extinguished.

Article 96.

Where one of the parties seeks dissolution of the contract in accordance
with the provisions of paragraph 2 of Article 93, or Article 94 of this Law,
the said party must notify the other party. The contract shall be dissolved
from the time the notification reaches the other party. Where the other
party objects to the dissolution of the contract, it may request that the
people's court or an arbitration body determine the validity of the
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dissolution of the contract.

Where laws and administrative regulations provide that ratification,
registration and other procedures must be completed when a contract is
dissolved, such provisions shall be followed.

Article 97.

After a contract has been dissolved, the performance of any obligations
which have not been performed shall be terminated; where obligations
have already been performed, depending on the nature of the
performance that has been provided and the nature of the contract, a party
may demand that there be a return to the original state of affairs or that
remedial measures be adopted, and a party may also demand
compensation for any losses sustained.

Article 98.

The termination of contractual rights and obligations does not affect the
validity of contractual clauses relating to the settlement and clearance of
accounts.
Article 99.

Where the parties owe each other matured obligations, and the subject
matter of the said obligations are items of the same kind and quality, either
party may offset its obligation against the obligation of the other party,
except where, in accordance with legal provisions or the nature of the
contract, the offsetting of obligations is not permitted.

A party which seeks to offset obligations must notify the other party. The
notification shall take effect from the time it reaches the other party.
Neither conditions nor a time limit may be attached to the offsetting of
obligations.

Article 100.

Where parties owe each other obligations, and the subject matter of the
said obligations are items of different kinds or different quality, the two
parties may agree, through consultation, to offset the said obligations.
Article 101.

In the following circumstances, where difficulties are encountered in the
performance of obligations, the obligor may lodge the subject matter of
the contract:

(1) the obligee refuses to accept performance without a legitimate reason;
(2) the whereabouts of the obligee are unknown;

(3) the obligee has died and the identity of his or her heir has not been
determined, or the obligee has lost his or her capacity for civil acts and the
relevant guardian has not been determined; or

(4) other circumstances stipulated in the law.

Where it is impractical to lodge the subject matter of the contract, or
expenses involved in the lodgement of the subject matter are too high, the
obligor may auction or sell off the subject matter in accordance with the
law, and lodge the income received from the sale.

Article 102.

After the subject matter of the contract has been lodged, the obligor shall
immediately notify the obligee or the obligee's heir or guardian, unless the
obligee's whereabouts are unknown.

Article 103.

After the subject matter of the contract has been lodged, the risk of the
subject matter being damaged or lost shall be borne by the obligee.
During the period of lodgement, any interest accrued in the subject matter
shall revert to the obligee. The obligee shall bear the costs of the
lodgement.

Article 104.
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The obligee may at any time collect any lodged objects, but where the
obligee owes matured obligations to the obligor, then the department
responsible for the lodgement of the objects shall, upon the request of the
obligor, refuse to allow the obligee to collect the lodged objects, prior to
the obligee performing these obligations or providing a guarantee.

If the right of the obligee to collect lodged goods is not exercised within
five (5) years of the date on which the goods are lodged, it shall be
extinguished, whereupon the lodged goods shall revert to the State after
an amount has been deducted to cover the cost of lodging the goods.
Article 105.

Where the obligee releases the obligor from its obligations in part or in
whole, the relevant contractual rights and obligations shall terminate in
part or in whole.

Article 106.

Where all obligations are owed and all obligatory rights are enjoyed by the
same person, all contractual rights and obligations shall terminate, except
where the interests of third parties are involved.

CHAPTER VII — LIABILITY FOR BREACH OF CONTRACT

Article 107.

Where one of the parties does not perform a contractual obligation, or
does not perform a contractual obligation as agreed, the said party shall
assume its liability for breach of contract by providing ongoing
performance, adopting remedial measures, or paying compensatory
damages, etc.

Article 108.

Where one of the parties states clearly, or makes it clear from its behaviour,
that it will not perform its contractual obligations, the other party may,
prior to the expiry of the period for performance, demand that the said
party assume liability for breach of contract.

Article 109.

Where one of the parties does not make a payment or provide
remuneration, the other party may demand that the said party make the
payment or provide the remuneration.

Article 110.

Where one of the parties does not perform a non-monetary obligation, or
does not perform a non-monetary obligation as agreed, the other party
may demand performance of the obligation, except in the following
circumstances:

(1) it is impossible, either legally or in practice, to provide performance;

(2) compelling performance is inappropriate given the subject matter of
the obligation, or the expenses associated with performance are too high;
or

(3) the obligee has not demanded performance within a reasonable period
of time.
Article 111.

Where the quality provided does not conform to agreed standards, the
relevant party shall be liable for breach of contract in accordance with the
parties' agreement. Where there has been no agreement or no clear
agreement as to liability for breach of contract, and it is not possible to
resolve the issue in accordance with the provisions of Article 61 of this Law,
the party which has sustained the loss, in accordance with the nature of the
subject matter and the size of the loss, may reasonably choose to demand
that the other party assume its breach of contract by carrying out repairs,
by exchanging, reworking or returning the relevant items, or by reducing
the price charged or the remuneration received, etc.

Article 112.

Where one of the parties does not perform a contractual obligation, or
does not perform a contractual obligation as agreed, and after the
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obligation has been performed or remedial measures have been adopted,
the other party has still sustained other losses, compensatory damages
shall be provided.

Article 113.

Where one of the parties does not perform a contractual obligation, or
does not perform a contractual obligation as agreed, resulting in losses to
the other party, the total amount of compensatory damages shall be
equivalent to the total losses sustained by the other party through the
breach of contract, including benefits that the other party would have been
able to obtain upon the contract being performed, but this amount shall
not exceed the total losses that the breaching party, at the time of
concluding the contract, foresaw or should have foreseen would probably
result from breach of contract.

Where business operators engage in fraudulent behaviour with respect to
consumers in the provision of goods or services, they shall be liable to
provide compensatory damages in accordance with the provisions of the
Law of the People's Republic of China on the Protection of the Rights and
Interests of Consumers.

Article 114.

The parties may agree that when one party breaches the contract, that
party shall pay the other party a penalty of a specified amount depending
on the nature of the breach, and they may also agree on a method of
calculating the total amount of compensation based on the total losses
sustained as a result of the breach.

Where the agreed penalty for breach of contract is less than the losses
sustained, a party may request that the people's court or an arbitration
body increase the said amount; where the agreed penalty for breach of
contract is excessively high compared with the losses sustained, a party
may request that the people's court or an arbitration body decrease the
said amount in an appropriate fashion.

If the parties agree on the payment of a penalty for late performance of an
obligation, the breaching party must still perform the said obligation after
it has paid the penalty.

Article 115.

The parties may, in accordance with the Law of the People's Republic of
China on Guarantees, agree that one party pay the other party a deposit as
a guarantee for the performance of a relevant obligation. After the obligor
performs the obligation, the said deposit shall be offset against the price
paid by the obligee or shall be returned to the obligee. Where the party
which pays the deposit does not perform its own agreed obligations, it has
no power to demand the return of the deposit; where the party which
receives the deposit does not perform agreed obligations, it shall return
twice the amount of the deposit to the other side.

Article 116.

Where the parties agree on the use of both a penalty for breach of contract
and a deposit, and where one party breaches the contract, the other party
may choose to use either the clauses relating to the penalty for breach of
contract or the clauses relating to the deposit.

Article 117.

Where it is not possible to perform a contract due to force majeure, then,
depending on the extent of the force majeure, the performing party shall
be partially or wholly excused from liability, except where laws provide
otherwise. Where force majeure occurs after a party has already been late
in performing an obligation, the said party will not be excused from
liability.

In this Law, "force majeure” means a situation which, on an objective view,
is unforeseeable, unavoidable and is not able to be overcome.
Article 118.

Where one of the parties is unable to perform the contract due to force
majeure, the said party shall immediately notify the other party in order to
reduce the potential losses sustained by the other party, and the said party

page 16 of 52



SESEHRARANIERA.
F—E—TNFE

SHEA—TTENE , WM
REUEAEMER ILRKAN K | iR
BREESEMEERAYT ARY
MEFH RARRE KRG =,

SE AR LRAT A2
EEZER | REBLSEE,

F—ATHR

SEANTEEREGRI , K
SEBERBRENAIEE.
FHBET%

HEA—HSEB=ARREIE
BELIRY , N B 73AEELI S
£, BFA—TTHB=AZERIH
4, KA B RROER

FHEITIR

EHEA—TIRIELITH , B
EXNBDAE., Wrilml , BRE
I ERUERRRR A R R RIB S
AR ERERREM AR
HEEREEE.

BI\E HittllE

FBEtT=%

HitZENERBENEN |
IKIBEIIZE.
R ==l V13

AixDNeE Bt EEIRAH
MHENGE , BAAESNRIR
B, FALSBRAESNEEEf
IR RERIESSAATIRIE.

EHT1TARK

SEAMERSHRIERES S
WY, N=RRRG RFTERRTR
. GRINEXENR. GRNE
8. RXBIRARBLERER |
BEZFANELER.

BRMARAMFLL ST
MHALIERBRFRIN B
AMERRAOEEEEHERZ Y.
BXMERINAA R, N2
RIEE R BT LR,

FBEHTAF

WHMSRIRIZESE AT LIERLE
BORFNTERIEAR  BiX7E
BEMERBRIN, PIMERAIZE
NSEIEEFN |, BRSERE&E
YIERERRIEIZRATIEER,

Ehie \RHEAIEENETH
hOMSEZECWEE. PIMEIE
ZFEPIEE. PIMSIEENFRTA
BRABREE , ERSEART
ES)rER

R T o

TRfTBEERER A IEMAX

shall also provide evidence of the force majeure within a reasonable time.
Article 119.

After one of the parties has breached the contract, the other party shall
take appropriate measures to prevent any increase in the losses sustained;
where the other party fails to take appropriate measures, and this leads to
an increase in the losses sustained, the other party may not demand
compensation for these additional losses.

Any reasonable expenses paid by a party to prevent increased losses shall
be borne by the breaching party.
Article 120.

In a case where both parties are in breach of contract, each party shall bear
the corresponding liabilities respectively.
Article 121.

Where one of the parties breaches the contract because of the actions of a
third party, the said party shall be liable to the other party to the contract
for breach of contract. Any dispute between the said party and the third
party shall be resolved in accordance with the provisions of laws or by
agreement.

Article 122.

If the conduct of one of the parties in breach of contract results in an
infringement of the personal or property rights of the other party, the
injured party has the right to choose to demand that the said party be
liable for breach of contract in accordance with this Law, or to demand that
the said party bear liability for tort in accordance with other laws.
CHAPTER VIII — OTHER PROVISIONS

Article 123.

Where other laws have other provisions dealing with contracts, these other
provisions shall apply.
Article 124.

With respect to contracts which are not clearly dealt with by the Specific
Provisions of this Law or by other laws, the provisions of the General
Principles of this Law shall be applied, and the provisions of the Specific
Provisions of this Law as well as of other laws which deal with contracts and
which are most similar to the relevant contracts may also be consulted.
Article 125.

Where the parties are in dispute over the interpretation of clauses of the
contract, the true meaning of the said clauses shall be determined on the
basis of the words used in the contract, other contractual clauses of
relevance, the purpose of the contract, business practices, and the
principles of honesty and trustworthiness.

Where the text of the contract is concluded in two or more different
languages and it is agreed that all versions will be equally effective, it shall
be presumed that the words used in each version all have the same
meaning. Where the words used in the different versions of the contract
are not identical, then the contract shall be interpreted in accordance with
its purpose.

Article 126.

Parties to a contract with a foreign element may nominate the law to be
applied in the handling of contractual disputes, except where laws provide
otherwise. Where the parties to a contract with a foreign element fail to
nominate the law of the contract, the law of the country with the closest
connection to the contract shall be applied.

Sino-foreign equity joint venture contracts, Sino-foreign cooperative
enterprise contracts and Sino-foreign contracts for the cooperative
exploitation and development of natural resources which are to be
performed within the territory of the People's Republic of China shall be
governed by the law of the People's Republic of China.

Article 127.

The administrative departments responsible for industry and commerce as
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well as other responsible administrative departments shall, within the
scope of their respective authority, and in accordance with the provisions
of laws and administrative regulations, be responsible for the supervision
and handling of illegal conduct involving the use of contracts to the
detriment of state or public interests; where the relevant conduct
constitutes a criminal offence, criminal liability shall be pursued in
accordance with the law.

Article 128.

The parties may resolve contractual disputes through conciliation or
mediation.

If the parties are unwilling to participate in conciliation or mediation, or if
the conciliation or mediation is unsuccessful, the parties may, in
accordance with an arbitration agreement, apply to an arbitration body for
arbitration. Parties to a foreign-related contract may, in accordance with an
arbitration agreement, apply to a Chinese arbitration body or some other
arbitration body for arbitration. Where the parties have not concluded an
arbitration agreement or their arbitration agreement is invalid, they may
file a suit with the people's court. The parties shall implement any
judgments, arbitral awards or mediation agreements which possess legal
effect; where a party refuses to implement the same, the other party may
petition the people's court to enforce the relevant judgment, award or
agreement.

Article 129.

There is a four (4) year time limit on filing a lawsuit or applying for
arbitration in relation to a dispute arising from an international contract for
the sale of goods or a contract for the import and export of technology,
and this time limit is calculated from the date on which the party knows or
ought to know that there has been an infringement of its rights. The time
limit for filing a lawsuit or applying for arbitration in relation to disputes
arising from other types of contracts shall be in accordance with the
provisions of relevant laws.

Specific Provisions
CHAPTER IX — PURCHASE AND SALES CONTRACTS
Article 130.

Purchase and sales contracts are contracts whereby the seller transfers
ownership of the subject matter of the contract to the purchaser, and the
purchaser pays a sum of money.

Article 131.

Apart from the matters referred to in the provisions of Article 12 of this
Law, a purchase and sales contract may also include clauses dealing with
methods of packaging, inspection standards and methods, methods of
settling accounts, the language of the contract and its effectiveness, etc.

Article 132.

The seller must own the subject matter sold or have the power to dispose
of the said subject matter.

Where the provisions of laws and administrative regulations prohibit, or
place limits on, the transfer of the said subject matter, these provisions
shall be followed.

Article 133.

Ownership of the subject matter is transferred from the moment that the
subject matter is delivered, except where laws provide otherwise or the
parties agree otherwise.

Article 134.

The parties may agree in the contract that where the purchaser does not
provide payment or does not perform some other obligation, the seller
shall retain ownership of the subject matter.

Article 135.

The seller shall perform its obligation to deliver the subject matter to the
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purchaser or to deliver a document entitling the bearer to collect the
subject matter, and the seller shall also perform its obligation to transfer
ownership of the subject matter.

Article 136.

The seller must deliver, in addition to a document for the collection of the
subject matter, any relevant documents and other materials in accordance
with the parties' agreement or business practice.

Article 137.

With respect to the sale of subject matter containing intellectual property
rights, such as computer software, etc, the intellectual property rights
contained in the said subject matter shall not belong to the purchaser,
except where laws provide otherwise or the parties agree otherwise.
Article 138.

The seller shall deliver the subject matter before the expiry of the agreed
deadline. Where the parties agree on a time period within which the
delivery is to occur, the seller may deliver the subject matter at any time
within the said time period.

Article 139.

Where the parties have not agreed, or have not come to a clear agreement,
on a deadline for the delivery of the subject matter, the provisions of
Article 61 and Article 62(4) of this Law shall apply.

Article 140.

Where the purchaser is already in possession of the subject matter prior to
the conclusion of the contract, the time at which the contract comes into
effect shall be the time at which the subject matter is delivered.

Article 141.

The seller shall deliver the subject matter at the agreed location.

Where the parties have not agreed, or have not come to a clear agreement,
on the place of delivery, and the issue cannot be determined by reference
to the provisions of Article 61 of this Law, the following provisions shall

apply:

(1) where the subject matter needs to be transported, the seller shall
deliver the subject matter to the first carrier for carriage and delivery to the
purchaser; or

(2) where it is not necessary to transport the subject matter, and where the
seller and the purchaser know at the time that the contract is concluded
that the subject matter is at a certain location, the seller shall deliver the
subject matter at the said location; where the parties do not know that the
subject matter is at a certain location, the subject matter shall be delivered
at the seller's place of business at the time that the contract is concluded.

Article 142.

The risk of the subject matter being damaged or lost shall be borne by the
seller prior to the delivery of the subject matter, and by the purchaser after
the delivery of the subject matter, except where laws provide otherwise or
the parties agree otherwise.

Article 143.

Where, for reasons for which the purchaser is responsible, it is not possible
to deliver the subject matter at the agreed time, the purchaser shall, from
the date on which it is in breach of the parties' agreement, bear the risk of
the subject matter being damaged or lost.

Article 144,

Where a seller sells an object which has been delivered to a carrier for
transportation and is already in transit, then unless the parties agree
otherwise, the risk of the subject matter being damaged or lost shall be
borne by the purchaser from the date on which the contract is concluded.
Article 145.
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Where the parties have not agreed, or have not come to a clear agreement,
on the place of delivery, and where, in accordance with the provisions of
Item 1 of paragraph 2 of Article 141 of this Law, it is necessary to transport
the subject matter, then after the seller has delivered the subject matter to
the first carrier, the risk of the subject matter being damaged or lost shall
be borne by the purchaser.

Article 146.

Where the seller places the subject matter at the agreed place of delivery
or in accordance with the provisions of Item 2 of paragraph 2 of Article 141
of this Law, and where the purchaser fails to collect the subject matter as
agreed, the risk of the subject matter being damaged or lost shall be borne
by the purchaser from the date on which the purchaser acts in violation of
the parties' agreement.

Article 147.

Where the seller fails to deliver, as agreed, documents and other materials
relating to the subject matter, this will not affect the transfer of the risk that
the subject matter may be damaged or lost.

Article 148.

Where the subject matter does not satisfy quality requirements, and as a
result it is impossible to realise the objectives of the contract, the purchaser
may refuse to accept the subject matter or dissolve the contract. Where the
purchaser refuses to accept the subject matter or dissolves the contract,
the risk of the subject matter being damaged or lost shall be borne by the
seller.

Article 149.

Where the risk of the subject matter being damaged or lost is borne by the
purchaser, this shall not affect the right of the purchaser to demand that
the seller be liable for breach of contract where the seller fails to perform
its obligations as agreed.

Article 150.

The seller has an obligation to guarantee that no third party can claim,
against the purchaser, any interest in the subject matter delivered, except
where laws provide otherwise.

Article 151.

Where, at the time of the conclusion of the contract, the purchaser knows
or ought to know that a third party has an interest in the subject matter
being purchased and sold, the seller shall not be under the obligation
stipulated in Article 150 of this Law.

Article 152.

Where the purchaser has reliable evidence proving that a third party will
probably claim an interest in the subject matter of the contract, it may
suspend the performance of its corresponding payment obligations, except
where the seller provides an appropriate guarantee.

Article 153.

The seller shall deliver the subject matter in accordance with agreed quality
requirements. Where the seller provides a description of the quality of the
subject matter, the subject matter delivered shall satisfy the quality
standards referred to in the said description.

Article 154.

Where the parties have not agreed, or have not come to a clear agreement,
in relation to quality requirements, and the said quality requirements
cannot be determined by reference to the provisions of Article 61 of this
Law, the provisions of Article 62 (1) of this Law shall apply.

Article 155.

Where the subject matter delivered by the seller does not satisfy quality
requirements, the purchaser may demand that the seller assume liability for
breach of contract in accordance with the provisions of Article 111 of this
Law.

Article 156.
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The seller shall use the agreed method of packaging when delivering the
subject matter of the contract. Where there has been no agreement, or no
clear agreement, on the method of packaging, and the said methods
cannot be determined by reference to the provisions of Article 61 of this
Law, usual packaging methods shall be used, and where there are no usual
packaging methods, a method of packaging shall be used which
adequately protects the subject matter.

Article 157.

When the purchaser takes delivery of the subject matter, it shall conduct
inspection of the subject matter within the agreed inspection period.
Where there has been no agreement on an inspection period, inspection
shall be conducted promptly.

Article 158.

Where the parties agree on an inspection period, the purchaser shall,
within the inspection period, notify the seller of any circumstances whereby
the quantity or quality of the subject matter is not as agreed. Where the
purchaser is slow in notifying the seller, the quality and quantity of the
subject matter shall be deemed to be in conformity with the parties’
agreement.

Where the parties have no agreement on an inspection period, the
purchaser shall notify the seller of any circumstances whereby the quantity
or quality of the subject matter is not as agreed within a reasonable period
after the purchaser has discovered or should have discovered the said
circumstances. Where the purchaser does not provide notification to the
seller within a reasonable period or within two (2) years from the date of
receipt of the subject matter, the quality and quantity of the subject matter
shall be deemed to be in accordance with the parties' agreement, but, if
the quality of the subject matter is subject to a quality guarantee period,
the said quality guarantee period shall apply, and the said two-year rule
shall not apply.

Where the seller knows or ought to know that the supplied subject matter
is not as agreed upon by the parties, the purchaser will not be subject to
the notification limitation periods outlined in the previous two paragraphs.
Article 159.

The purchaser shall pay the price agreed by the parties. Where there has
been no agreement, or no clear agreement, on the price to be paid, the
provisions of Article 61 and Article 62(2) of this Law shall apply.

Article 160.

The purchaser shall make all payments at the agreed location. Where there
has been no agreement, or no clear agreement, on the place for payment,
and the place for payment cannot be determined by reference to the
provisions of Article 61 of this Law, the purchaser shall make the payment
at the seller's place of business, but if there is a condition of payment that
the subject matter be delivered or that a document for the collection of the
subject matter be delivered, payment shall be at the place where the
subject matter is delivered or a document for the collection of the subject
matter is delivered.

Article 161.

The purchaser shall make all payments at the agreed time. Where there has
been no agreement, or no clear agreement, on the time for payment, and
the time for payment cannot be determined by reference to the provisions
of Article 61 of this Law, the purchaser shall make payment at the same
time when it receives the subject matter or the document for the collection
of the subject matter.

Article 162.

If the seller delivers excessive quantities of the subject matter, the
purchaser may accept or refuse to accept those extra items delivered in
excess of the agreed amount. Where the purchaser accepts the extra items,
they shall be paid for in accordance with the contract price; where the
purchaser refuses to accept the extra items, it must promptly notify the
seller.
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Article 163.

Any interest on the subject matter generated prior to the delivery of the
subject matter shall be the property of the seller, and any interest
generated after the delivery shall be the property of the purchaser.
Article 164.

Where the contract is dissolved because the principal subject matter of the
contract does not conform to the parties' agreement, the dissolution of the
contract will be effective with respect to the accessory subject matter.
Where the contract is dissolved because the accessory subject matter of
the contract do not conform to the parties' agreement, the dissolution of
the contract will not be effective with respect to the principal subject
matter.

Article 165.

Where the subject matter of the contract is made up of a number of items,
and one of the said items does not conform to the parties' agreement, the
purchaser may reject the said item, but where the separation of the said
item from the other items results in a significant reduction in the value of
the subject matter as a whole, the relevant party may dissolve the contract
in relation to all the items which make up the subject matter.

Article 166.

Where the seller delivers the subject matter of the contract in batches, and
the seller does not deliver one of the batches, or one of the batches
delivered does not conform to the parties' agreement, and as a result it is
not possible to realise the objectives of the contract with respect to the
said batch of the subject matter, the purchaser may dissolve the contract in
relation to the said batch of the subject matter.

Where the seller does not deliver one of the batches of the subject matter,
or one of the delivered batches does not conform to the parties'
agreement, with the result that the delivery of all the subsequent batches
of the subject matter cannot lead to the realisation of the objectives of the
contract, the purchaser may dissolve the contract in relation to the said
batch as well as all subsequent batches of the subject matter.

If the purchaser dissolves the contract with respect to one batch of the
subject matter, and the said batch of the subject matter and all the other
batches of the subject matter are mutually dependent on one another, the
purchaser may dissolve the contract in relation to all batches of the subject
matter already delivered as well as all batches of the subject matter yet to
be delivered.

Article 167.

Where a purchaser paying in periodic instalments has unpaid instalments
up to one fifth of the total amount payable, the seller may demand that the
purchaser pay the total amount payable or may dissolve the contract.

Where the seller dissolves the contract, it may demand that the purchaser
pay a fee for the use of the subject matter of the contract.

Article 168.

Parties who purchase and sell items on the basis of samples shall seal up
the samples for safekeeping, and may describe the quality of the samples.
The quality of the subject matter delivered by the seller shall be consistent
with the quality of the samples as well as the relevant description.

Article 169.

If a purchaser purchases items on the basis of samples but does not know
that the samples contain hidden defects, the quality of the subject matter
delivered by the seller shall still satisfy the usual standards for goods of a
similar kind, even if the subject matter delivered is identical to the samples.

Article 170.

Parties who purchase and sell items on a trial basis may agree on a trial
period for the subject matter of the contract. Where there has been no
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agreement, or no clear agreement, on the length of the trial period, and
the length of the said trial period cannot be determined by reference to the
provisions of Article 61 of this Law, it shall be determined by the seller.
Article 171.

A purchaser who purchases items on a trial basis may either purchase the
subject matter or refuse to purchase the subject matter within the trial
period. A purchaser who has not indicated whether or not it intends to
purchase the subject matter at the expiry of the trial period shall be
deemed to have purchased the subject matter.

Article 172.

The rights and responsibilities of parties who purchase and sell items on a
tendering basis, as well as procedures for the invitation and submission of
tenders, etc, shall be determined in accordance with the provisions of
relevant laws and administrative regulations.

Article 173.

The rights and responsibilities of parties at an auction as well as auctioning
procedures, etc, shall be determined in accordance with the provisions of
relevant laws and administrative regulations.

Article 174.

Where there are provisions of laws that govern other types of contracts for
value, such provisions shall be followed; where there are no legal
provisions governing such contracts, the relevant provisions of the laws
applying to purchase and sales contracts shall be consulted.

Article 175.

Where parties agree to engage in a barter transaction, whereby ownership
of the subject matter is transferred, the relevant provisions applying to
purchase and sales contracts shall be consulted.

CHAPTER X — CONTRACTS FOR THE SUPPLY AND CONSUMPTION OF
ELECTRICITY, WATER, GAS AND HEATING

Article 176.

A contract for the supply and consumption of electricity is a contract under
which the electricity supplier supplies electricity to the electricity consumer,
and the electricity consumer pays an electricity fee.

Article 177.

A contract for the supply and consumption of electricity shall include
clauses dealing with the methods, quality and time of electricity supply, the
volume and nature of the electricity to be consumed and the address at
which it is to be consumed, methods of calculation of the amount of
electricity used, methods of account settlement in relation to electricity
prices and electricity fees, responsibility for the repair of electricity supply
facilities, etc.

Article 178.

The place at which a contract for the supply and consumption of electricity
is to be performed shall be agreed on by the parties; where the parties
have not agreed, or have not come to a clear agreement, on the place of
performance, the place of performance shall be within the boundaries of
those areas within which the electricity supplier has property rights in
electricity supply facilities.

Article 179.

The electricity supplier shall provide electricity safely in accordance with
electricity supply standards stipulated by the State and as agreed by the
parties. Where the electricity supplier fails to provide electricity safely in
accordance with electricity supply standards stipulated by the State and as
agreed by the parties, resulting in losses to the electricity consumer, the
electricity supplier shall be liable to pay compensatory damages.

Article 180.

Where the electricity supplier needs to interrupt the supply of electricity
due to scheduled or non-scheduled repairs on electricity supply facilities,
or due to electricity restrictions required by law, or the illegal consumption
of electricity by the electricity consumer, etc, the supplier shall notify the
consumer in advance in accordance with relevant state regulations. Where
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BB, ERFEE SRS , RI247&IR the supplier fails to notify the consumer in advance that the supply of

REEESE. electricity is to be interrupted, and as a result the consumer sustains losses,
the supplier shall be liable to pay compensatory damages.
F—E/\+—% Article 181.

EBEAREERERTE , 18 Where electricity supply is cut off due to natural disasters, etc, the
AN EIZRBEREGRNENATIE  electricity supplier shall, in accordance with relevant state regulations,
18, KKREHeE | iEMEE AL immediately make urgent repairs. Where the electricity supplier fails to

B, NEFERERESRE. make the urgent repairs immediately, and as a result the electricity
consumer sustains losses, the supplier shall be liable to pay compensatory
damages.

F—E/\T% Article 182.

B AR IIRRBEZREXME The electricity consumer shall promptly pay electricity fees in accordance
T ARLERR(IEZ, A with relevant state regulations and as agreed between the parties. Where
FEANBEAARRTEER , MIZAR the consumer is overdue in its payment of electricity fees, it shall pay a
AEXZHENS, RESFHBEAE penalty for breach of contract in accordance with the parties' agreement.
BIEHABRABAAATEREFNIEZE Where the supplier has called on the consumer to make a payment, but
B, HEEATLUREBESRNERFE within a reasonable period of time the consumer has still not paid the said

AR LEHEs, electricity fees or the penalty for breach of contract, the supplier may cut
off the supply of electricity in accordance with procedures stipulated by the
State.
F—BE/\1T=% Article 183.

BB ARMIIRRBEZREXME The electricity consumer shall consume electricity safely in accordance with
MUFEANLSELEHEHE, FEA relevant state regulations and as agreed by the parties. Where the
FRIEBERAXNENHEARNL electricity consumer fails to consume electricity safely in accordance with
TELXERRE | &R AR, relevant state regulations and as agreed by the parties, resulting in losses

N HFIBIREREST. to the electricity supplier, the electricity consumer shall be liable to pay
compensatory damages.
F—B/\1TIu% Article 184.

BRIk, A5, HEARHDIE  With respect to contracts for the supply and consumption of water, gas
E , SRERESENAEXME. and heating, the relevant provisions applying to contracts for the supply
and consumption of electricity shall be consulted.

F+—EBS55E CHAPTER XI — GIFT CONTRACTS
F—E/\thH% Article 185.

BEEREEBSANEESHN A gift contract is a contract under which the donor gives its own property
FETAZATEWA , FWAFTRE to the donee without consideration, and the donee indicates its acceptance

SZWENEE. of the gift.

F—B/\1T7% Article 186.

5 AERST=a9NA)ETRE  The donor may revoke the gift at any stage prior to the transfer of its
ZATRTLARIHIE S, proprietary interests in the granted property.

BE#HK. HRRB%EHELN.  The preceding paragraph shall not apply to gift contracts for the public
EBENESURNESEREEST welfare or in compliance with a moral obligation, such as contracts for
ANENESER , FERRFR  disaster or poverty relief, etc, or gift contracts which have already been
Eo notarised.

F—B/\+t% Article 187.

I ST GEEENEEIT  Where it is necessary to complete registration and other procedures in
EFEN , NEDEEXRFLEL relation to the granted property in accordance with the law, the relevant
procedures shall be completed.

F—a/\1+/\& Article 188.

BEHR. HKR%HHS\.  Where the donor fails to deliver property granted according to gift
EBENESUHRNIESEREESIT contracts for the public welfare or in compliance with a moral obligation,
ANENESERE , BSATRIW such as contracts for disaster or poverty relief, etc, or according to gift
55907700, SATTLAERRE  contracts which have already been notarised, the donee may demand that
1, the said property be delivered.

F—E/I\ThE Article 189.

AES AEEEEATRE Where, as a result of a deliberate act or gross negligence on the part of the
FEESHVFEIR. KKK , @5 donor, the granted property is damaged or lost, the donor shall be liable to

AR HFIERERERIT. pay compensatory damages for the losses sustained.
F—ENTE Article 190.
MBS LAB M55, There may be obligations attached to the making of a gift.
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Where obligations are attached to the making of a gift, the donee shall
perform these obligations as agreed.
Article 191.

Where the granted property contains a defect, the donor shall not bear any
liability. Where obligations on the donee are attached to the making of the
gift by the donor, and the granted property contains a defect, the donor
shall, to an extent limited by the nature of the donee's obligations, bear the
same liability as that of a seller.

Where the donor deliberately fails to inform the donee of the defects or
warrants that there are no defects, and as a result the donee sustains
losses, the donor shall be liable to pay compensatory damages.

Article 192.

Where the donee is involved in any of the following situations, the donor
may revoke the gift:

(1) the donee seriously harms or infringes the rights or interests of the
donor or the donor's close relatives;

(2) the donee has an obligation to provide for the donor but fails to fulfil
this obligation; or

(3) the donee does not perform obligations agreed upon in the gift
contract.

The donor's right of revocation must be exercised within one (1) year of the
date on which the donor knows or ought to know of the circumstances out
of which the right of revocation has arisen.

Article 193.

Where, as a result of the donee's illegal conduct, the donor dies or loses
the capacity for civil acts, the donor's heir or legal agent may revoke the
gift.

The right of revocation enjoyed by the donor's heir or legal agent must be
exercised within six (6) months of the date on which the relevant person or
persons knows or ought to know of the circumstances out of which the
right of revocation has arisen.

Article 194.

Where the party with the right of revocation revokes the gift, the said party
may demand that the donee return the granted property.
Article 195.

Where there is a marked deterioration in the economic situation of the
donor, seriously affecting the donor's production and business operations
or family life, the donor may cease to perform the gift obligations.
CHAPTER XII — LOAN CONTRACTS

Article 196.

A loan contract is a contract under which a borrower borrows money from
a lender, repays the loan as it becomes due and also pays interest.

Article 197.

Loan contracts shall be in writing, except in the case of a loan between
natural persons where the parties agree otherwise.

A loan contract shall include clauses dealing with the type of loan, the type
of currency, uses to which the principal may be put, the amount loaned,
interest, the loan period, and methods of repayment, etc.

Article 198.

When concluding a loan contract, the lender may request that the
borrower provide a guarantee. The said guarantee must be in accordance
with the provisions of the Law of the People's Republic of China on
Guarantees.

Article 199.
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When concluding a loan contract, the borrower shall, as requested by the
lender, provide a true account of the business activities and financial
circumstances relating to the loan.

Article 200.

Interest on the loan shall not be deducted from the loan principal in
advance. If interest is deducted from the principal in advance, the loan shall
be repaid and interest shall be calculated on the basis of the actual amount
lent.

Article 201.

Where the lender fails to forward the principal to the borrower on the
agreed date and/or in the agreed amount, and the borrower sustains losses
as a result, the lender shall provide compensation for the said losses.

Where the borrower fails to collect the principal on the agreed date and/or
in the agreed amount, the borrower shall still pay interest according to the
agreed date and/or agreed amount.

Article 202.

The lender may, as agreed, inspect or supervise the borrower's use of the
loan principal. The borrower shall, as agreed, periodically provide relevant
materials to the lender such as financial accounting statements, etc.

Article 203.

Where the borrower does not use the principal in accordance with agreed
uses, the lender may suspend the issue of the principal, recall the loan in
advance, or dissolve the contract.

Article 204.

Interest on money lent by financial organisations which handle loan
business shall be within the range for interest rates on loans stipulated by
the People's Bank of China.

Article 205.

The borrower shall pay interest within the agreed time period. Where there
has been no agreement or no clear agreement as to the time period for the
payment of interest, and the said time period cannot be determined by
reference to the provisions of Article 61 of this Law, then where the loan
period is less than one (1) year, interest shall be paid at the same time that
the principal is repaid in full; where the loan period is one (1) year or
longer, then interest shall be paid at the completion of each year of the
loan period, and where that part of the loan period which remains is less
than one (1) year, the remaining interest shall be paid at the same time that
the principal is repaid in full.

Article 206.

The borrower shall repay the principal within the agreed time period.
Where there has been no agreement or no clear agreement as to the
period of the loan, and the said loan period cannot be determined by
reference to the provisions of Article 61 of this Law, the borrower may
repay the loan at any time; the lender may call on the borrower to repay
the loan within a reasonable period of time.

Article 207.

Where the borrower fails to repay the loan principal within the agreed
period of time, the borrower shall pay interest for late payment as agreed
or in accordance with relevant state regulations.

Article 208.

Where the borrower repays the loan principal in advance, then except
where the parties agree otherwise, interest shall be calculated on the basis
of the actual period of the loan.

Article 209.

The borrower may, prior to the expiry of the loan period, apply to the
lender for an extension of the loan period. Where the lender agrees, the
loan period may be extended.

Article 210.
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Loan contracts between natural persons shall take effect from the time the
lender supplies the loan principal.
Article 211.

With respect to a loan contract between natural persons, where there has
been no agreement or no clear agreement as to whether or not interest is
to be paid, it shall be deemed that interest is not to be paid.

With respect to a loan contract between natural persons, where it is agreed
that interest is to be paid, the interest rates on the said loan must not
violate relevant state provisions which place restrictions on interest rates
on loans.

CHAPTER XIII — LEASING CONTRACTS

Article 212.

A leasing contract is a contract under which the lessor delivers the leased
goods to the lessee, and the lessee uses the leased goods, enjoys benefits
derived from the leased goods, and makes rental payments.

Article 213.

A leasing contract shall include clauses dealing with the name, quantity and
uses of the leased goods, the period of the lease, rent, deadlines for rent
payments and methods of payment, the repair of the leased goods, etc.

Article 214.

The period of the lease may not exceed twenty (20) years. Where the lease
exceeds twenty (20) years, that part of the lease beyond the said limit shall
be invalid.

When the lease period has expired, the parties may renew the leasing
contract, but the lease period agreed upon may not be more than twenty
(20) years from the date of the renewal.

Article 215.

Where the lease period is six (6) months or more, the lease shall be in
writing. If the parties do not conclude the lease in writing, the lease is
deemed to be for an indefinite period.

Article 216.

The lessor shall deliver the leased goods to the lessee as agreed, and shall,
for the duration of the lease period, preserve the leased goods in a
condition fit for their agreed usages.

Article 217.

The lessee shall use the leased goods in accordance with usages agreed by
the parties. Where there has been no agreement or no clear agreement as
to the permitted usages of the leased goods, and it is not possible to
determine the issue in accordance with the provisions of Article 61 of this
Law, the leased goods shall be used in a manner consistent with the nature
of the said goods.

Article 218.

If the lessee uses the leased goods in accordance with the agreed usages
or in a manner consistent with the nature of the leased goods, and there is
wear and tear to the leased goods as a result, the lessee shall not be liable
to pay compensatory damages for any losses sustained.

Article 219.

If the lessee does not use the leased goods in accordance with the agreed
usages or not in a manner consistent with the nature of the leased goods,
and there is wear and tear to the leased goods as a result, the lessor may

dissolve the contract and demand compensation for the losses sustained.
Article 220.

The lessor shall perform its obligation to make repairs to the leased goods,
except where the parties agree otherwise.
Article 221.

When the leased goods need to be repaired, the lessee may demand that
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the lessor make repairs within a reasonable period of time. If the lessor
does not perform its obligation to make repairs, the lessee may make the
repairs itself, and responsibility for expenses relating to the repairs shall be
borne by the lessor. Where the repairs to the leased goods affect the
lessee's ability to use the leased goods, rent shall be correspondingly
reduced or the lease period shall be correspondingly extended.

Article 222.

The lessee shall take appropriate care of the leased goods, and if there is
damage or loss in relation to the leased goods through a failure to take
appropriate care, the lessee shall be liable to pay compensation for any
losses sustained.

Article 223.

The lessee may, with the consent of the lessor, make improvements to, or
affix attachments to the leased goods.

Where the lessee makes improvements to, or affixes attachments to the
leased goods without obtaining the consent of the lessor, the lessor may
demand that the leased goods be restored to their original condition, or
may demand compensation for any losses sustained.

Article 224.

The lessee may, with the consent of the lessor, sublease the leased goods
to a third party. Where the lessee subleases the leased goods, the leasing
contract between the lessor and the lessee shall continue to be in effect,
and if the third party causes damage to the leased property, the lessee
shall provide compensation for the losses sustained.

Where the lessee subleases the leased goods without the consent of the
lessor, the lessor may dissolve the contract.
Article 225.

Any benefits obtained by the lessee by reason of its possession or use of
the leased goods shall be the property of the lessee, except where the
parties agree otherwise.

Article 226.

The lessee shall pay rent in accordance with the agreed deadlines. Where
there has been no agreement or no clear agreement as to the deadlines for
the payment of rent, and it is not possible to determine the issue in
accordance with the provisions of Article 61 of this Law, then where the
lease period is less than one (1) year, rent shall be paid at the expiry of the
lease period; where the lease period is one (1) year or longer, rent shall be
paid at the completion of each year of the lease period, and where that
part of the lease period which remains is less than one (1) year, all
outstanding rent shall be paid at the expiry of the lease period.

Article 227.

Where the lessee, without a legitimate reason, does not pay rent or is late
in making a rent payment, the lessor may demand that the lessee make the
relevant payment within a reasonable period of time. If at the conclusion of
the said time period the lessee has not made the payment, the lessor may
dissolve the contract.

Article 228.

Where the lessee is unable to use or obtain benefit from the leased goods
because a third party claims an interest in the said goods, the lessee may
demand that the rent be reduced or not pay rent.

Where a third party claims an interest in the leased goods, the lessee shall
promptly notify the lessor.

Article 229.

Any change in the ownership of the leased goods during the period of the
lease shall have no effect on the validity of the leasing contract.

Article 230.

Where the lessor intends to offer for sale a house which is subject to a
lease, the lessor shall notify the lessee within a reasonable period before
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the house is offered for sale, and the lessee has a priority right to purchase
the house on equal terms.
Article 231.

Where the leased property is damaged or lost wholly or in part as a result
of circumstances for which the lessee cannot be held responsible, the
lessee may demand that the rent be reduced or not pay rent; where, the
objectives of the contract cannot be realised owing to the loss of or
damage to the whole or part of the leased property, the lessee may
dissolve the contract.

Article 232.

Where the parties have not agreed or have not come to a clear agreement
on the period of the lease, and it is not possible to determine the lease
period in accordance with the provisions of Article 61 of this Law, the lease
shall be deemed to be for an indefinite period. In such a case the parties
may dissolve the contract at any time, but where the lessor seeks to
dissolve the contract, it shall notify the lessee a reasonable time in advance.
Article 233.

If the leased goods pose a threat to the safety or health of the lessee, then
even if, at the time of concluding the contract, the lessee is fully aware that
the leased goods are not of a satisfactory quality, the lessee may still
dissolve the contract at any time.

Article 234.

Where the lessee dies during the period of the lease of a house, any joint
tenants of the deceased lessee prior to his or her death may lease the said
house in accordance with the original leasing contract.

Article 235.

Once the lease period has expired, the lessee shall return the leased goods.
At the time of their return, the leased goods shall be in a condition
consistent with their having been used in the agreed manner or in an
appropriate manner given the nature of the said goods.

Article 236.

Where the lessee continues to use the leased goods after the expiry of the
lease period, provided the lessor does not raise any objections, the original
lease contract shall continue to be effective, but the lease will become a
lease for an indefinite period.

CHAPTER XIV — FINANCIAL LEASING CONTRACTS

Article 237.

A financial leasing contract is a contract under which a lessor purchases
leased goods from a seller on the basis of a lessee's choice of seller and
leased goods, and the lessor then provides the goods for use by the lessee,
for which the lessee pays rent.

Article 238.

A financial leasing contract shall include clauses dealing with the name,
quantity, specifications, technical functions, and methods of inspection of
the leased goods, the period of the lease, composition of the rent as well
as deadlines for rent payments and methods of payment, types of currency
to be used, ownership of the leased goods upon the expiry of the lease
period, etc.

A financial leasing contract shall be in writing.
Article 239.

The lessor shall conclude a purchase and sales contract in accordance with
the lessee's choices as to the seller and the leased goods, the seller shall
deliver to the lessee the subject matter of the said contract as agreed, and
the lessee shall enjoy the rights of a purchaser in relation to the receipt of
subject matter.

Article 240.

The lessor, seller and lessee may agree that if the seller does not perform
its obligations under the purchase and sales contract, the right to claim
compensation will be exercised by the lessee. Where the lessee exercises
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the right to claim compensation, the lessor shall provide assistance.
Article 241.

With respect to the purchase and sales contract concluded by the lessor in
accordance with the lessee's choices as to the seller and the leased goods
to be purchased, the lessor shall not, without the consent of the lessee,
alter any part of the contract which is of relevance to the lessee.

Article 242.

The lessor shall enjoy the ownership of the leased goods. If the lessor
becomes bankrupt, the leased goods shall not be included as part of the
bankruptcy property.

Article 243.

In a financial leasing contract, except where the parties agree otherwise,
rent shall be determined in accordance with the total cost or the majority
of the cost of purchasing the leased goods and also on the basis that the
lessor shall receive a reasonable profit.

Article 244,

Where the leased goods do not conform to the parties' agreement or are
not suitable to be used as intended, the lessor shall not be responsible,
unless the lessee relied on the lessor's technical skills when deciding upon
the leased goods, or the lessor interfered with the lessee's choice of leased
goods.

Article 245.

The lessor shall provide guarantees as to the lessee's possession and use of
the leased goods.
Article 246.

The lessor shall not be liable for personal injury or damage to the property
of a third party caused by the leased goods while the leased goods are in
the possession of the lessee.

Article 247.

The lessee shall take appropriate care and make proper use of the leased
goods.

The lessee shall fulfil its obligation to carry out repairs while in possession
of the leased goods.
Article 248.

The lessee shall make all rental payments as agreed. Where the lessee has
still not paid rent within a reasonable period after being called upon to
make the relevant payment, the lessor may demand that all the rent be
paid; the lessor may also dissolve the contract, and recall the leased goods.

Article 249.

Where the parties have agreed that at the expiry of the lease period the
leased goods shall be the property of the lessee, and the lessee has already
paid most of the rent but is unable to pay the outstanding rent, and for this
reason the lessor dissolves the contract and recalls the leased goods, then
where the value of the leased goods recalled is greater than the amount of
rent owed by the lessee plus other expenses, the lessee may demand that
the money it has paid be returned in part.

Article 250.

The lessor and the lessee may come to an agreement as to ownership of
the leased goods upon the expiry of the lease period. Where there has
been no agreement or no clear agreement as to the ownership of the
leased goods at the expiry of the lease period, and it is not possible to
determine the issue in accordance with the provisions of Article 61 of this
Law, the lessor shall own the leased goods.

CHAPTER XV — WORK CONTRACTS

Article 251.

A work contract is a contract under which a contractor completes work in
accordance with the requirements of a party which places an order, delivers
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the fruits of the said labour, and for which the party that placed the order
provides remuneration.

"Work" here includes processing, work done to order, repairs,
reproduction, testing, inspection, etc.
Article 252.

A work contract shall include clauses dealing with the subject matter,
quantity and quality of the work contracted for, remuneration, contracting
methods, the supply of materials, the period for performance, and
standards and methods of examination and acceptance, etc.

Article 253.

The contractor shall complete all major work tasks with its own equipment,
technology and labour, except where the parties agree otherwise.

Where the contractor assigns a major work task under the contract to a
third party for completion, the contractor shall bear responsibility to the
party which has placed the order in relation to the results of the said work
completed by the third party; where the party which has placed the order
has not consented to the work being completed by a third party, the party
which has placed the order may terminate the contract.

Article 254.

The contractor may assign an auxiliary work task under the contract to a
third party for completion. Where the contractor assigns an auxiliary work
task under the contract to a third party for completion, the contractor shall
bear responsibility to the party which has placed the order in relation to
the results of the said work completed by the third party.

Article 255.

Where the contractor supplies materials, the contractor shall select and use
the said materials in the agreed manner, and shall submit to examination
and acceptance procedures conducted by the party which has placed the
order.

Article 256.

Where the party which has placed the order supplies materials, the said
party shall supply the said materials in the agreed manner. The contractor
shall promptly inspect the materials supplied by the party which has placed
the order. If the contractor discovers that certain materials do not comply
with the agreed specifications, the contractor shall promptly notify the
party which has placed the order of the need to replace the materials,
supply more materials or take other remedial measures.

The contractor may not, of its own accord, replace materials supplied by
the party which has placed the order, and may not replace components or
parts which do not need to be repaired.

Article 257.

Where the contractor discovers that any drawings or technical
requirements supplied by the party which has placed the order are
unreasonable, the contractor shall promptly notify the said party. Where
the contractor sustains losses because the said party is slow to reply or for
some other reason, the said party shall provide compensation for the
contractor's losses.

Article 258.

If the party which has placed the order alters its requirements in relation to
the contracted work whilst the work is in progress, and the contractor
suffers losses as a result, the said party shall provide compensation for the
contractor's losses.

Article 259.

Where the performance of the contracted work requires the assistance of
the party which has placed the order, then the said party has an obligation
to provide such assistance. Where, due to the said party's failure to meet
its obligation to provide assistance, it is not possible to complete the
contracted work, the contractor may call on the said party to fulfil its
obligation within a reasonable period of time, and the contractor may also
extend the deadline for performance. Where the party which has placed
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the order has not fulfilled its obligation to provide assistance within the
period stipulated by the contractor, the contractor may dissolve the
contract.

Article 260.

The contractor is subject to the necessary supervision and inspection by
the party which has placed the order for the duration of the work period.
The said party, while undertaking its supervision and inspection, may not
hinder the normal work of the contractor.

Article 261.

Once the contractor has completed the work, it shall deliver the product to
the party which has placed the order, and shall also deliver necessary
technical materials and relevant quality certificates. The said party shall
then inspect the product upon delivery.

Article 262.

Where the work product delivered by the contractor does not satisfy
quality requirements, the party which has placed the order may demand
that the contractor assumes its liability for breach of contract by repairing
or reworking the work product, by reducing the remuneration or by
providing compensation for losses sustained, etc.

Article 263.

The party which has placed the order shall pay remuneration in accordance
with the agreed deadlines. Where there has been no agreement, or no
clear agreement, on the deadlines for the payment of remuneration, and
the said deadlines cannot be determined by reference to the provisions of
Article 61 of this Law, the said party shall pay remuneration at the time that
the contractor delivers the work product; where the work product is only
delivered in part, the said party shall pay a corresponding amount.

Article 264.

Where the party which has placed the order has not made remuneration
payments or payments of materials expenses, etc, to the contractor, the
contractor shall enjoy a lien over the completed work product, except
where the parties agree otherwise.

Article 265.

The contractor shall take appropriate care of materials supplied by the
party which has placed the order as well as of completed work product;
where damage or loss occurs through a failure to take appropriate care,
the contractor shall provide compensation for the losses sustained.
Article 266.

The contractor shall maintain confidentiality as required by the party which
has placed the order, and it may not retain replicas or technical materials in
its possession without the consent of the party which has placed the order.
Article 267.

Joint contractors shall be jointly and severally liable to the party which has
placed the order, except where the parties agree otherwise.
Article 268.

The party which has placed the order may dissolve a work contract at any
time, but the said party shall provide compensation for any losses
sustained by the contractor as a result.

CHAPTER XVI — CONTRACTS FOR CONSTRUCTION PROJECTS

Article 269.

A contract for a construction project is a contract under which a contractor
completes a construction project, and the contract issuer makes a payment.

Contracts for construction projects include contracts for surveying, design
and building projects.
Article 270.

A contract for a construction project shall be in writing.

Article 271.
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All activities relating to the invitation and submission of tenders for
construction projects shall be conducted openly, fairly and impartially in
accordance with the provisions of relevant laws.

Article 272.

The contract issuer may conclude a contract for a construction project with
a head contractor, and may also conclude separate surveying, design and
building work contracts with surveyors, designers and builders. The
contract issuer may not divide up a construction project that should be
completed by one contractor into several parts to be issued to a number of
contractors.

The head contractor or the surveying, design or building contractor may,
with the consent of the contract issuer, assign that part of the work which
the said person has been contracted to complete to a third party for
completion. The said third party shall be jointly and severally liable, along
with the head contractor or the surveying, design or building contractor, to
the contract issuer with respect to the product of the work it has
completed. A contractor may not subcontract the entire contracted
construction project to a third party, and may not divide up the whole
contracted construction project into parts and then separately subcontract
these parts to third parties.

It is forbidden for the contractor to subcontract the project to units that do
not possess the requisite professional qualifications. It is forbidden for a
subcontracted unit to subcontract any projects it has itself been
subcontracted to complete.

The construction of the major structural elements of a construction project
must be carried out by the contractor itself. The contractor itself must
complete the construction of the main structure of the construction
project.

Article 273.

Contracts for significant state construction projects shall be concluded in
accordance with stipulated state procedures as well as documents such as
investment plans and feasibility studies ratified by the State, etc.

Article 274.

Surveying and design contracts shall include clauses dealing with deadlines
for the submission of relevant basic materials and documents (including
budget proposals), quality requirements and expenses, as well as other
conditions on cooperation, etc.

Article 275.

Building contracts shall include clauses dealing with the scope of the
project, the time limit for construction work, commencement and
completion times for intermediary stages of the project, project quality and
construction costs, the time for the delivery of technical materials,
responsibility in relation to the supply of materials and equipment, the
appropriation of funds and account settlement, examination and
acceptance procedures upon the completion of work, the scope of quality
guarantees and the length of quality guarantee periods, and mutual
cooperation by the parties, etc.

Article 276.

Where supervision and management is carried out during a construction
project, the contract issuer shall conclude a written contract with the
supervisor authorising supervision and management. The rights,
responsibilities and legal liability of the contract issuer and the supervisor
shall be determined in accordance with the provisions of this Law relating
to mandate contracts as well as the provisions of other relevant laws and
administrative regulations.

Article 277.

The contract issuer may at any time inspect the rate of progress and the
quality of the work completed, provided there is no hindrance to the
contractor's normal operations.

Article 278.
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Prior to concealed construction work being covered over, the contractor
shall notify the contract issuer in order to allow the contract issuer to
inspect the work. If the contract issuer does not promptly conduct an
inspection, the contractor may extend construction deadlines, and also has
the right to demand compensation for losses arising from related work
stoppages, and work delays, etc.

Article 279.

After a construction project is completed, the contract issuer shall promptly
carry out an acceptance check in accordance with the construction
drawings and explanatory documents, with the acceptance checking
standards for construction work promulgated by the State, and with the
quality inspection standards. Where the project conforms to the
acceptance checking standards, the contract issuer shall make all payments
as agreed, and shall accept the said construction project. After a
construction project has been completed and has been found to conform
to the acceptance checking standards, it may then be made available for
use. If no acceptance check has been carried out or if the project does not
conform to the said standards, the project may not be made available for
use.

Article 280.

Where the contract issuer sustains losses because the quality of surveying
or design work does not conform to required standards or the project
construction period is extended due to a failure to lodge surveying or
design documentation by the relevant deadlines, the surveyor or designer
shall continue to improve the surveying and design, while surveying or
design fees shall be reduced or waived and compensation shall be
provided for the losses sustained.

Article 281.

Where the quality of the construction project does not conform to the
parties’ agreement due to reasons attributable to the builder, the contract
issuer has the right to demand that the builder carries out repairs, does the
work again or rebuilds the project free of charge and within a reasonable
period of time. If the project is not made available until after the due date
because repairs have occurred, the work has been redone or the project
has been rebuilt, the builder shall be liable for breach of contract.

Article 282.

Where personal injury or damage to property occurs due to reasons
attributable to the contractor within a reasonable period after the
construction project has been put into use, the contractor shall be liable to
provide compensation for the losses sustained.

Article 283.

Where the contract issuer fails to provide raw materials, equipment,
premises, funds or technical materials at the agreed time or in accordance
with agreed requirements, the contractor may extend work deadlines, and
also has the right to demand compensation for losses arising from related
work stoppages, work delays, etc.

Article 284.

Where there are construction stoppages or delays whilst a project is in
progress for reasons attributable to the contract issuer, the contract issuer
shall take measures to make up for or minimise any losses, and shall
compensate the contractor for any losses sustained in relation to work
stoppages, work delays, the return of materials to the supplier, the shifting
of machinery and equipment, overstocking of materials and components,
etc, as well as any actual expenses incurred.

Article 285.

Where, as a result of the contract issuer changing relevant plans, materials
not being correctly suppl