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T360-100 Implementation Regulations for the Law of the Peaple’s
Republic of China on Sino-foreign Equity Joint Yenture
Enterprises

Prowmulgated 20 Seprember 1983 by the Stote Connetl
Revised 15 Faepary 1986 by the Stave Conncil I
Revised 21 December 1987 by the State Council

Revised 22 July 2007 by the Stote Council in accordance with the Decision of ile Srete
Couneil to Revize the Law af the People s Republie of China on Sivo-foreign Equity
Joing Venture Enterprises

Chapter 1 — General Principles

Article 1. These Regulations are formulated in order 1o facilitaze the implementation
of the Law of the People's Republic of China on Simo-foreign Equire Jabnr Fenlures
(hereinafier referred to as the Law on Sino-foreign Joint Ventures).

Arficle 2. Sino-forsign equity joinl ventures (hereinafier referred 1o as Join
venres) establizhed within Ching's termitony in accondancs with the Law on Sino-fareign
Inint Ventures are Chinese legal persons and are subject to the jurisdiction and protection
of the Chinese law.

Article 3. Joint vemures sstablished within China’s temitory must be able to
promate the development of China's economy and the improvement of the science and
lechnobogy for the benefit of socialist modemisation.

Buszinesses s industries in which the establishrent of jpint ventures 1s encouraged,
prohibited or restrivted by the State shall be decided in accordance with provisions of the
Ziate in the Regulations oun Foreien favestment Ouidelines and the Crildelive Cofalogue
of Forelgn Invesmient Indusiries.

Article 4. Applications 1o establish joint ventures shall not be granted approval if the
project imvvelves any of the follvwing conditions:

(13 Detriment o Chana's sovereignty,

(2) Vielation of the Chiness law:

i3) Monconformily with the requirements of the development of China’s national
[==1ul T i ¥

(4) Environmeantal pallution:

i5) Obvious inequily in the agreements, contracts and articles of association signed.
impairing the rights and interests of one party.

Ariicle 2 A joint venture has the mght fo do Fusiness indepemdently within the
seope of the provisions of Chinese lows, sdministrative regulations, and the agrecment,
contrnct and articles of association of the joint venture. The rclc'-ﬂ;lt departments and
authorities concemed shall provide support end assistance.
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Chapter [l — Establishnont and Registration

Article 6. The establishanent of a oint vemhme in China shall be subject to
examination and approval by the Minisiry of Forcign Trade and Economic Conperation
of the People’s Republse of China (hereinafter refemred 1o as MOFTEC)L After approval. a
certificate of approval shall be issaed by MOFTEC,

The State Council shall delepate 10 the people’s governments in provinces,
alonomous regions and centrally administered municipalities and relevant departments
under the State Council the power to exemine and approve the establishment of jou
ventures whach meet the following conditions:
i1} The ial amount of imvestment is within the limit of the investment examination

nnvf npproval power ns stipubsted by the Stese Council, and the source of capital of

the Chipese parlics bas been ascertained,

(2} Mo addstional allocations of mw materials by the State are required and the national
balence of fuel, power, trarspovtation and forcign trade export quolas, eic. is, mot
affected,

Jovint ventures establiched in sceordance walh provisions of the procesding paragiaph
shall be reperted ta MOFTEC for the recond

MOFTEC and the State Council authorised peopie’s govermments in provinces,
oulonomous regions and oemirally administered municipalities and relevant depariments
undér the State Council shall hereinafier be referred to os the examination end epproval
ity :

Article 7. When applymg For establishing a joint venture, the foreign and Chinese
pauties shall joostly subemdl the followding documems to the examination snd spproval
puehority:

(1) Anapplication for the catablishment of & joint venture;

12y The Teasibility study report jointly prepared by the partics to the joint venture;

13) Moint wventurs agreement, contract and articles of essocistion signed by
representatives anthorised by the parties to the venture;

(4} Last of candidates for chadrperson, vive-chairperson and directors nominated by the
partics o the venture: and

(5} Oeher documens icguired by the examénation ::ﬂ:n:fmrllmlhnﬁrr.

The documents ligted in the procesding parmgraph shall be writken in Chimese.
Drocuments (21 (3} and (4) may be writien simulncously in a foreign language agreed
upon by the parties to the joim weplure. Bolh versions shall have squal validity.

"!’l"hm: any contents are found to be insppropriate in the submitted docurnents, the
expminaion and approval suthorty shall densend an amendment to it witkin 3 Lmied
furmee F I’

Articke 8. Upon receipt of all the documens stpulated in Anticle 7 of these
Regulanens, the examination and approval authomty shall, within three (3] months
decide whether to npprove or disapprove them.
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Article 9. The applican shall, within ore (1} ranth after receipt of the certificate of
approval, carry oul registration procedures with the sdministrative authonty of industry
and commerce (hersine fier referred to es the registration adminisiration organi The date
on which the business licence of 2 joinl venture is issued shall be regarded as the date of
formal establithment of the joint venture.

Article 10, The **joint venture agreement”” mentioned in these Regulations refers 1o
a document agreed upon by the parties to the jount venture Ch Sore main points and
principles governing the establishaent of a joint venire, **joint veniure contract”” refers
i 3 document agreed vpon and concluded by the parties to the joini venture on their
rights and obligations, *articles of sssociation” refers 1o a document agreed upon by the
paities 10 the joint venture defining the purposes, arganisational principles and method of
management of » joint venture in compliance with the principles ol the jeint vepue
o irEch.

1F the joint venture agresment conflicts with the contract, the contract shall pravail.

If the pesties 10 the joint venture agrec to sign only a contrect and articies afl
association, (e agreement may be veitted.

Arlicle 11. The joint venture contract shall include the following main fems:

(11 The names, the coumtrics of regisiration, the legal addresses of parties o the joini
venture. and the names, professions and naticnalities of the legal representalives
thersol

12) MName of the joint venhare, 13 legal address, purpose and the scope pnd scale of
busimcss;

{1} Teal amount of investment and registered capital of the joint venture, investment
conmibuled by the parties 1 the joint ventare, each party’s vestment propantion,
forms of invessment, the tme limit for contributing investment, stipufations
coneetnigy, incomplete sontribulions, and pssignnent af investment,

(4) “The ratio of profit distribution and losses 10 be bome by each party:

(5] The composition of the board of directors, the distribution of the nunber of
Eroctors, and Uve respontibilities, powers and means of employment of the general
‘manager, deputy general manager end other senior management personmel:

(6) The T‘ﬂin production equipment and technology 10 be adopted and their source of
supply;

(7) The ways and means of purchasing raw materials and selling finished produces;

(8) Principles governing the handling of finance, accounting and anditing:

(9) Stipulations conceming lalour management, Wages, welfare and lahour ingurance:

(10) The duration of the joint venmure, its dissolution and the procedure for liguidation:

{11} The lizbilities for breach of contract;

(12) Ways and procedures for settling disputes between the parties to the joint venture,

(13) Iﬁh: language used for the contract and the conditions for pulting the contract wlo
eit,

r
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[axt sage is 155.081)

Thz snnex bo the contract of & joint vesture shall hove oqual validity with the
coatrect itsell

Article 12. The formation of a joint venture contract, its validity, inberpretation.
execubon o (e seltlement of diputes under it shall be poverned by theChinese law,
Arthele |3, Arricles of azsociarion shall include the following msin itoms:

{1} The rarme of the joint venture and it legal address;

12} The purpose, business scope and durstion of the joint venhare;

{1} The names, the coumtries of registration and the lega] addeesses of parties 10 the
jolrt venture, and the names, professions and natiomalities of the legnl
represenintives thereof,

14} Total amount of investment and registered capital of the joeint Venluse, investment
contribused by the parties o the joint ventane, each parly™s invesiment proportion.
stipulations concerning the astignment of investment, the ratio of profit distnbution
sl Bostes (0 be Bt by parties to the joint venhore;

£5) The composinon of the board of direciors, i3 resporsbslities, powens and rubls of
procedure, the lerm of office of the directors, end the responsibalities of its
chairperson nod vice-chairperson:

(f) The setring up of manapement orgamisations, rubes for basdling rouhine affairs, the
resposibilities of the ponoral maneger, doputy general managsr and other senior
managemen persoomel, ad ibe method of ke appointment and dismassal;

(71 Pomcipizs goverming finance, sccounting and msditing;

(8] Dissolation and [quidaon:

(9 Proceduses for amendment of the anicles of associstion.

Artehe 14. The agreemenl. contract and arficlkes of sscciation shell come into foroe
after bermng approved by the examination and approval authority. The same applics in the
event of amwerdments.

Article 15, The cxemination and approval suthority and the registration and
adnknistiration office are regpomsible for supervising and inspecting the execution of the
jount venbere contracts and artickes of association,

i Chapier 11 — Form of Organisation and Reglstered Caplial
Article 6. A joiet vesture i3 n limdted rhﬁﬂ:ily a:;mﬁm'_.l.

Esth party to the joint venfure sdiames the Lability of the joint venture within ibe
fimits of the capital subscribed by the party.

Article 7. The sotal smcunt of investmen! (including loang) of a joint venbure refer
1o the sum of capilal constructzon funds &nd the circulating funds necded for the joint
venlure's procuction scake as stipulated in the contract and the amcles of association of
The joind venoure.

Article 18. The regisicred capital of a joint venture is the total clpinl registered at
the regivration and adminisirtion office for the cutsblishment of the joint venture. It
shall be the capital subscibed by all parmes w0 the joine vensure.
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The registered capital shall generally be expressed m Renminbi, or may be in 2
forcign cumrency agreed upon by the parties to the joint venture.

Article 1%, A joint venture shall not reduce its registered capital during the tenn of
the joint venture, Where there is a real need for reduction of the registered capital due o
changes i the totnl amount of investment, the scale of production and operation or othor
circumstances, the reduction shall be approved by the exsmination and approval
guthority.

Article 20. If one party 1o the jaint venture intends to assign all or par of his
invessment subseribed to u thind party, consent shall be obrained from the other partics o
the joint venture, and approval from the examination and approval autherity is required.

When one party assigns all or part of his investment 1o & third party, the other parties
shall have a priozity purchase right.

When one party assigns his investment subscribed to a third party, the conditions
given shall pot be more favourshle than those given to the other parties to the joint
Verure.

Mo assignmcpe shall have effec: should there be any viclation of the above
:'d.i|;|u!pl:l-ul'm -

Arficle 21. Any inérease o reduction of the registered capitel of 2 joint venlure ahall
be approved by a mocting of the board of directors and submitted to the exsminaiion and
approval authority for approval, Registration procedures for changes shall be undertaken
with the original registration and administration office.

Chaprer IV — Methods of Contributing Investment

Article 22, Each party to a joint venture may contribute cash or buildings, factory
pramises, machinery, equipment or other materinls, indusinal property, propriclary
rechanlogies, or vite use rights as investmend, the valioe of which shall be ascemained 1T
the investment is in the form of buildings, factory premises, machinery. equipment of
other materials, industrial propetty or proprietary technologies, the value shall be
assessed theough consultation by the parties to the joint venture on the basis of Fairrsess
and reasonableness, or shall be assessed by a third party agreed upon by partics to the
joint venture,

Article 23, The foreign exchange contributed by the forcign party shall be converted
into Renminki scconding to the standard exchange ratc ansounced by the Peoplc's Bank
&f China on the day of its submission or be cross exchanged into a predetermincd foreign
CUTTENCY . -

Where the cash Bermnenb cortribated by the Ehgautpan}- is convearbed mbo foreign
currency, it shall be converted according to the standard exchange 1ate announced by the
Prople's Dank of China on the day of the submission of the funds.

Article 24, The machinery, cquipment and other marerials contributed by the
foreign party shall be those mecessary for the production of the joint veaturs.,
The price of the machinery, equipment and other materials referred n the

mocceding paregraph shatl not be higher than the curment i:mmn:'-uri marke! pnee for
similar equipment or materials.
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Article 25, The indusirial property or propnetary technologies contributed by the
I'-:lc'rig:ll party as imvesiment shail rmeet one of the rnlhm"mg canndlitlaarm:

iny {‘arpaHt af impevang markedly the performance and quality of existing prodocts
and resing productivity,

{2} Cepable of notoble savings in raw mazenals, foel or pover.

Article 26. Forcign pan:es who contnbate industmal properly or peoprciery
rechnologics as invesiment shall present relevant documentation on the industined
peoperty o plqmrt.ny iechoologics, including pholocepics of the patent certilicales or
tradhemark registration certificates, ctatements of validity, their techaical characteretics,
practcal value, the busis for cakoulatimg Uhe prive end the price agreenwent signed with the
Chinese panners, All these shall serve 25 an aapex w0 the contract,

Article 27. The machinery, equipmen or other materials, industnal propeny or
propoetary technologees contributed by foregn parties as investment shall be sulgect 1o
the examination and approval asthorty for spproval.

Article 8. The parics w0 the joint venluse shall pay in full the investment
subscribed according o the time limil stpalaed in (he conimet. Delay n paymenl or
partial delay in payment shall be subject w & pavment of imterest in arrears of 2
compensation for the loss &5 defined in the contract,

Arficle 19. After the investment is paid up by the parties to the joint venture, 2
Chinese registered accountant shall verify it and provide a certificate of venfication,
baged on which the ot vepture shall isswe an investrment certifbeate. An iRvestment
cenificaic shall include the following items: name of the joint ventare; date, month and
vear of e establshment of the joist ventore; narmes of the partics and the imvestment
contributed: date, month and vear of the comtnbudion of the investrmsent; and date, month
end year of maance of the invettment certificate.

Chapter ¥V — Baard of THreciors and Management Office

Article 30 The highest authonty of the joint venture shall be its board of directons.
it shali decide all major issues concerming the joint ventuze.

Article 3. The boerd of directors shall comsist of no less than three (3) members
The distribution of the rumber of directors sholl be pscenained through consultstion by
the peaties o the jourt venture with reference fo the proportion of investment contributed.

e term of office for the directors is four {4 }':u:.. Their term of office may be
renewed with the consent of the parties 1o the joint venture,

Artick 32, The board of dircctors hall convene at 1éast once every year. The
meeting shall be called aed pressded over by the chairperson of the beard,

Where the clirpersen is unable ts call rthe meeting, he/she shall authorise the vice-
chaurperson or other director 10 call and precide over the meeting. The chairperson may
dm an interim meeting based o 2 poposal made by more thyh one-thind of the

WL 2,
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A board meeting reguires a quorum of over two-thinds of the directors. Where the
direcior i= ungble 1o astend, he/she shall present a proxy authorising someone clse 1o
represent himier and votc for bimehen.

A board mesting shall penerally be beld ot e lecaton of the joint vendure's kegul
aihlress,

Article 33. Decisions on the following matters shall be made only after beng
uranimously agreed upon by the directors present 2t ihe hoard meeting:

i1 Amendment of the amicles of 2ssociation of the joint veniure;

(2] Termination and dissolution of the joint ventune:

(3] Increase ar redipction of the registered capital of the joint venture;
{4) Merger or division of the joint venture. E

Decisions on other matters shall be made according to the rules of procedure
stipukated i the aricles of association

Article 34, The chaimperson of the board is the legal represenmiive of the joint
venture. Where the chairperson is uneble 1o exercise histher responsibilities, hefshe shall
suthoree the vice-chaimerson of the boend or other direcios to represent the joint venture,

Article 35, A joint venture shall esieblish o business management office which shall
be responsible for daily business management. The business management office shall
have a general manager and several deputy peneral menagers who shall 255152 the general
manager in hisher work.

Artiele 36, The general manager shall carry out the decisions of the board meeting,
oiganise and be responsible for the daily management of the joint venture. The generl
maneger shall, within hicher authority empowered by the bosrd, represent the joint
ventuge externally, and shall have the right 10 appoint and dismiss hisher subordinaes.
zndd exercise other responsibilities and power as authorised by the board within the joint
venture,

Article 37, The general manager and depuly general managers shall be zppointed by
the board of directors of the joint venture. These positions mey be bheld either by Chinese
cilizens o forcign cllizens,

"Al the invitation of the boasd of directors, the chairperson, vice-chairperson or other
direciors of the board may concurrently be the geoeral rnf?:g,t.-r. deputy general managers
or oiher senior munagement personnel of the joint venture.

In handling major issues, the general manager shall consult with the depuly gencral
TAMAGETS.

The general manapar or depuly general managers shall not hold posts concurrently
as general manager of depaty peneral managers of other econcmic organisations. They
shail mot have any conmections with other cocnomic orgenisatfons in commercial
compatition with their awn joint venture. . "

Articke 28, Where the general manager, deputy general managers or other semior
managerent personnel pmctise favouritism or serionsly abuse their power, the board of
directors shall have twe power to dismiss them at any time.
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Article 9. Where & joint weniure meeds o establish branch offices (imcluding sales
offices) outside China or in Hong Koag or Meeao, it must report 1o the Ministry of
Foreign Trade and Econpmic Cogperation for approval.

Chapter V1 — Introduection of Technology

Artiche 40, The imroduction of technology mentioned in this chapter refers to e
PECERRNTY |E{!hﬂt‘h'{l!_-'r' admined I:r:.' the _]ninl vandure I::r rreiang of It-ﬂi'mh}s_\r '.l'.'ll'lsftl' Sraminy
n thrd party or partics to the joint venture,

Article 41. The technology acquired by the joint ventare ghall be appropnate.and
advanced and enable the venture's products to display conspicuous social and economic
resulis domestically or to be competitive on the mlemational markes.

Article 42, The night of the joim venture (o do business independently shail be
maimtained when making technology tansfer agreements, and relevant doowmentation
shall be provided by the technology exponting pary in accordance with the provisions of
Article 26 of these Regulations.

Articie 43, The echnology wansier agreements signed by & joint venture shall be
sebomitted for approval 1o the examination and approval authocity.

Technology tansfer agreements shall comply with the following stipulations:
(1) The fees for use of echnolopy shall be fair and reasonable:

12y Unless otherwise agreed upon by both parties, the wchnology exponing party shall
not put ARy resiriciions on the quantity, price or fegion of sale of the products that
are i be exporied by the technology importing party;

_ 13 The term (o1 2 lechaology wansler agreement is generally no lonper than ten years:

{4) Aler the expiry of a technnlogy transfer apreement, the technology importing parny
shall havie the vight 1o use the technology comtineously:

(5) Conditions for mutual exchange of information on the improvement of technology
by both parties of the techoology tansfer agreement shall be reciprocal;

{60 The technology importing party shall have the right to buy the aqulpmen:, pars and
raw matertals needed Trom sources they deem sustable

{7y No wnreasonably restrictive classes prohibited by the Chinese law and regulations
shall be included. °

Chapter VII — Kight ta the Use of Site and its Fee

Article 44, Joint veatures shall implement thefprinciple of elficiency in the use of
fand. Any joint venture requiring the use of a site shall file an application with Jocnl
departments of the municipal {county ) government in charge of land and obtain the right
te use n sito only sfler sccuring approval and signing & contract. The size, location,
purpose and eontract period and fee for the nght 1o use & site (hereinafter referred 1o as
site use fee), rights and obligations of the parties 1o a joint venture and fines for breach of
contract should be stipubated in explicit terms in Uk contract

Article 45. If the Chincse pany airendy has the right to the yg= of site for the joint
venlure, the Chinese party may wse it &5 part of its investment. monerary equivalent
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of this investment should be the same as the site uie feo otherwise paid Ffor acquring such

mie.

Article 46, The standard for # site use fec shall be stipulated by the people’s
govermment of a peovince, sutonomous region or cenrally administered mnicipality
where the joint venture is located sccording to such factors as the purpose of use.
peographic and environmental conditions, expenses for requisition, demolishing anid
rescitiement and the joint veniure’s requiremeats with regard (o infrustrocture, and shall
be filed with the Ministry of Foreign Trade and Economic Coopertion and the stale
department responstble for land administration.

Artiche 47, Joint ventures engaged in agricultore and animal husbandry mny. with
the comsent of the peeple’s government of the local province, autonomout region or
centrally adeinistered municipality, pay n percentage of the jont veahie's buginess
inceme e3 sibe use fees 1o the local department responsible for land adminastraton.

Prajects of a developmental nature in economically undeveloped areas may receive
special preferential treatment in respect of site use fees with the consent of tht local
people’s govemmment.

Article 48. The rates for site uvee fess shall not be subject to adjustment in the frst
five (5) vears begimming from the day the land is used. After that the interval of
adjustment shall not be bess than three (3) years according o the development and
changes in peographic and envireamental conditions

Site use fees as port of the investment by the Chinese party shall pot be subject o
adjustment during the contract peried.

Artiele 49, The fee for the right to the use of site obtained by a join: venhae
sccording 10 Arlicle 44 of thess Regulations shall be paid anmumlly from the day 1o begin
use of the land stipulsted in the contract. For the first calendar year, the venture shall pay
a half-year fiee if it has used the lznd for over six moaths; if less than six months, the site
use fee shall be exempt During the contract peried, if the rtes of site use fees are
adjusted, te joint venture shall pay it according to the new raics from the year of
adjustment,

Article 50, Joint ventures, in additzon W obtaining site use right according to the
provisions of this chapter, may also scquire site use right in accordance with refevant
provizisng of the Siate. ¥

Chapter VIl — Purchasing and Sclling

Article 51. In its purchase of required machinery. equipmen, raw materials, fuel,
parts. means of transport and ftems for office wee, ete. (hereinafter referred to as
maicrizls), 2 joint wenture has the right 1o decide whether to buy them in Chine or from
shuoad.

Article 52. The emount of materials needed for office anll daily life for joint
veniures parchased in China is pot subject fo pextriction.

Articie 53, The Clinese Governmenl encouragss joint venturss o 2211 thesr products
oy the inlermational market.
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Article 54. A josst venture has the right o export its products by itsell or entrus
sales agencies of the foreign party or Chinese foreign trade corporations with sakes on a
commission or distribution bases.

Article 85, Within the scope of opertions sipulated in the conlrscl, & joint ventire
may import machinery, cquipment, pars, mw maknzls amd foel pocdod for its
production. A joint ventuse shell make a plan every year for items for which import
hoenoes are required by siate regulations, and spply for them every six months, For
machinery, equipnaen and other objects which a Forcign pany has contnibuted as pan of
its investment, the forcign party can apply directly for import licences with docuiecnts
approved by the examination and approval suthority. For meterials to be imported
caoceding ihe stipulated scope of the contracts, separate application for impon hoenoes
pccording 10 stale regulsisons is required.

A joimt venture has the right to export its prodects by ielf for those products. for
whach eaport lroences are requured by state regulations, the point venture shall apply for
them every six months on the basis of its anmual export plan.

Article 56. With respect o prices for materials in China and fees charped for
services such 02 waler. electricity, gas, heat, transportation of goode, labaesr, engineering
dhesign, consultation, edvertiscinents, joint ventures shall be treated equally with other
domestic enterpaises.

Arthkele 87, A jounst ventuwre and other Chiness economie orpanisations ahkall, in their
econginic exchanges, umdenake ecopomic responsibilities and sertbe disputes over
comtracts i accordance wilh the relevant laws and the contract concluded between both
parnies.

Article 5B, A joint venture shall provide swaustic data end submit statisne forms in
accordance wilh the Low of the People s Republic of Ching on Staristics and other state
provisions on the statistics collection in relation 1o the utflisation of foreign investment.

Chapter IX — Taues

Article 59, Joint ventures shall pay taxes according 10 the stipulations of relevant
laws of the People’s Republic of China.

Article 60. SmiT members and workers employed by joint ventures shall pay
. individual income mx according to the Mmdividual fncome Tax Law of the People’s
Republic af Chira.

Article 61. Taxes on the following :mpnmi I:; a joint venture shall be reduced or
exempied im accordance with the relevant provisions of the Chinese tax kaw:

(1] Machinery, equipment, pans and other materials (““other materials’’ here and
herzinafler mcan required materals for the joint venture's construction op the
factory site and for the installation and reinforcement of meachincs,) which ase pan
of the foreign party’s share of investment sccording to the provisions of contract,

12) Machincry, equipment, parts and other materials wuportedywith funds which are
part of the joist ventere's totn] investmens:

*360-100 CCH Asia Pte Limited
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(3) Machinery, equipment, perts and other materials imported by the joint venture with
additional capital under the approval of the examination and approval authority, and
fior which China cannot guarantee production and supply:

{4) Raw msterinls, muxilinry materials, components, parts and packaging matenals
impotted by the joint venture for production of export goods.
Taxes shall be paid or added according to regulations when the above-mentioned
duty-free materials mre approved for sale inside China or wied for the production of mems
to be sold on the Chincse domestic market.

Article 62. Except for those expon ilems restricted by the Stale, lancs on expon
products of & joint venture shall be reduced, exempted or refunded in accordance with the
relevant provisions of the Chinese tax [aw, -

Chapter X — Forelgn Exchange Control

Article 63. All matters concemning foreign exchange for joint ventures shall be
handied acconding 1o the Rules of the Prople’s Republic of Chira on Foreign Exchange
Commol and relevant provisions of administrative measures.

Articke 64. With 2 business licence, a joint venture may open foreign exchange
accounts and Renminbi accounts with banks inside China. The bank handling the
accounts of the joint venture shall exercise suparvision of receipis and expenditures.

Artiche 65, A joint venture shall obtain permission from the State Admunistration of
Foreign Exchange or one of its branches to open a foreign exchange deposit account with
an overseas bank or one in Hong Kong or Maceo, and report to the State Administration
_of Foreign Exchange or one of its branches its foreign exchange receipts and
expenditures, and provide acconnt balance sheels,

Article 66. Branches and divisions set up by a joint ventore in foreign couniries or
in Hong Kong or Macao shall submit its annual statement of asssts and liabilities and
anpual profll report to the Sute Administration of Feseign Exchange or one of ils
branches through the jommt venture.

Article-67. A joint venture may, in eccondance with its operation needs, apply o 2
financial inatitution inside China for foreign exchange loans and Renminb: loans. [t may
also bomow foreign exchange from banks abroad or in Hong Kong or Macao in
ncoordance with the relevant provisions of the State, and carry oul procedures for
registration or filing for record with the State Administration of Foreign Exchange or one
of ils vanches.

Article 68. After foreign staff and workers and staff and workers from Hong Kong
and Macao have paid income tax ¢n their salarics and other legitimate incomes in
pecordance with the law, they may remit outside China the remaining foreign exchange
after deduction of their living expenses in China, in accordance with relevant provifions
of the State,

Chapter X1 — Financial AfTairs and Accounting

Article 69, Procedures for hamlling financial affairs end accoupting of a joint
venture shall be formulated in accondance with China’s relevant laws and procedures on
financial affairs and accounting, and in consideration of the conditions of the joint
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venture, and then be filed with local financial depanments and tax suthorities for the
recand

Article 70. A joint venture shall employ a chief accountam to assist the general
manager i handling the financial affairs of the enterprise. If necessary a deputy chiel
accountant may alio be appomted.

Article 71. A joint venture shall (a small venture need not) appoint an auditor to be
responsible for checking financial receipts, payments and sceoums, and to submit reports
1 the board of directors and the generl manager.

Article 72, The fiscal year of a joint venture shall coincide with the calendar year,
i.e. from January 1 1o December 31 on the {ir:gwi.mﬂhrﬂfr.

Article 73, The accounting of a joint venture shall adopt the internationally accepted
accrual basis and debit and credit accounting system in their work. All vouchers, secount
books. statstical statements and reports prepared by the enterprise shall be written in
Chinese. A foreign language may also be used concurrently with mwutusl consent.

Arlicle 74, In principal, a joint venture shall adopt Renminbi as the standard
currercy. In kecping accoumts, however, another currency may also be used theough
consultalion by the partics concerned.

Article 75. In addition to the use of standard cusrency to record sccounts, Joant
ventures shall record accounts in currencies actually used in payments and receipts, if

. #uch currencies in cash, bank deposits, funds of other currencies, creditor's rights, debts,

gnins, cxpenses, eic. are inconsistent with the standard curreney in recording accounts.

Where Toreign cumrency is used as the standard CUriency in accounting. the joint
venture shall conven the said cumency into Renminbi in its financial ACCOUNting repons

Where funds are converted o the currency of a particular acecunt, the difference
causcd by differing exchange rates shall be reconded as profit or loss on exchange.
Recorded Muctuations in exchange rates and the book amounts of the various relased
foreign currency accounts shall mdrr?u- accounting treatment during the vear-end closure
of accounts in accordance with China”s relevant baws and its financial aceounting svstem.

Article 78. Pn'm:u‘;:bu of profit distnibution after payment of taxes in accordance

. wilh the Income Tax Law of the Peoplé's Republic of China for Emerprizes with Foreign

{mvesiment and Foreign Enterprises are as follows:

(1) Allocations for reserve funds, bonuses and welfare funds for staff and workers and
development funds of the joint venture and the proportion of allocations are decided
by the board of directors;

12) Reserve funds can be used to make up the losses of the joint venmure, and with the
consent of the examination and approval authority, can alse be used 1o increase the
Joint venture's capital for production expansion:

(1) Alter the funds described in (1) of this Article have been deflucted, if the board of
directons decides to distribute the remaining profit, it should be distribuied
wcconkng to the proportion of each party’s investment
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Artiele 77, Profits cannot be distributed unless the losses of previous years have
been made up. Remaining profits from the previous yesr (or wears) can be distribeted
together with the profit of the current year,

Article T8, A joint venture shall submit quarterty and annual financial reports o the
parties to the joint venture, the local tax authonty and the financial department.

Article 79, Only after being examined and certified by an accountant registered in
China can the following documents, certificates and reports be gois pdered valid:

(1) Certificates of investment from all partics to a joind venture {sts of assessed value }
and agreements signed by partics to the joint venture shall be arached. where

involving the use of materinls, site use rights, indusinal properiy and proprictary
technologies as contributions); .

{2} Annual financial reports of the joint venturs;
(3) Financial reports on liguidation of the jont venture.

Chapier X11 — Stall and Workers

Article 80. The employment, recruitment, dismissal and resignation of sl and
workers of joint ventures, and their salary, welfare benefits, labour smsurance, labour
protection, labour discipling and other matters shall be handled according to the relevant
provisions of the State on labour and social security.

Article 81, Joint ventures shall make efforts 1o conduct professional and technical
irsining of their salf and workers and establich a strict examination system 50 that they
can meet the requirements of production and masagerial skills in a modermisad
enlernprise. E

- Artiche 82. The salary and boms systems of joint ventures shall be in accordance
with the principle of distribution to each according to his work, and more pay for more
Wik

Article 83, Salaries and remuncration of the general manager, deputy general
manager(s), chiefl cnginter, deputy chiel enginecris), chief sccountamt and deputy chiel
accountant(s), suditor(s) and other senior officials shall be decided upon by the board of
direciors.

Chapter X111 — Tradeylnions

Article B4, Staff and workers of a joint ventuse have the right 1o 61 up 3 grass-roots
trade union and carry on trade union activitics in socordance with the Trade Union Law
af the People s Republic of Chine {hereinafter referred to as Chinese Trade Union Law)
and the Articles of Association of Chinese Trade Unions.

Article 85. Trade unions in joint ventures are representatives of the interests of the
stafT and workers, They have the power to represent the staff and workers to sign Tabour
conlracts with joint ventures and supervise the cxecution of these contmcts.

Article 86. The bagic tasks of the wrade unions in joint ventures are: to profect e
democratic rights and material interesiz of the staff and workers in agcordance with the
law: to help the foint ventures with the arrangement and rational use of welfare znd bonus
funds; to organise political, professional, eeteptific and technical studies, camy ot
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literary, antistic and sporting sctivities; and to educate safT workers 1o observe labow
dscipling and strive fo fulfil the economic tasks of the enterprises.

Article 87, Trade uvnien representatives have the night to atlend &3 zoo-volag
mmbers and to report the opinions and demands of stafT and workers to meetings of the
board of directors beld 1o discuss important issucs such as development plans, production
and operational activilics of joint venhures,

Trade union representalives have the nght to aftend as non-voting members
meetings of the board of directors held 10 discuss and decide on awards and peoalties 1o
stafl and workers, slary systems, welfare benefits, labour protection and labbur
insurance, eic. The boxrd of direciors shall eed the opinions of the trade union and win
il% co-operation.

Article 38, A joint venture shall actively suppon the work of the trade union, and, in
accordance with stipulations of the Chirere Trade Uniom Law, provide housing and
facilities for the tade union's office work, meetings. and welfure, cultural and sports
ectivities. The jomnt venture shall allot an amount of money totalling two percent of all
salaries of the joint venture’s stafl and workers s trade union's funds, which the trade
union of the joint venture shall use according to the relevant managenzl rules for trade
unicn fends formulated by the All China Federation of Trade Unions. ;

Chapter X1V — Duration, Dissolution and Liguidation

Article §9. The duration of a joint venture shall be determined in accordance with
the Provisiona! Regulations on the Durarion of Sino-foreign Equity Joing Enterprises.

. Article 90, A joint venture may be dissolved in the fojlowing siteations:

(1) Expuy of duration;

(2} Imab:lity to continue operations duc 1o henvy bosses;

13) Inability to continue operations due to the failure of one of the contracting pasties 1o
fulfil the obligatons prescribed by the sgroement, contract of asticles of
association;

(4] Inability 10 continue operstions due to heavy losses caused by forge mgjcure such
as'matusal calermiies and wars, ctc.; '

(51 Inability 1o obtain the desired objectives of the operation and at the same time 1o see
a future for development:

16) Occumence of other reasons for dissolution ;:tﬂ:nh::d by the contract and artickes
of assaciation.

. In cases described in (2), (4). (5) and (6) of the proceeding poragraph, the board of
directors shall make an application for dissolution o the examination and approval
authority for appeoval; in situation described in (3). the party that performs the contract
ﬂﬂl!rrﬂ:knmm;ﬁwm and repont o 10 the examination and approval authority for
appioval

: Irr_ the situation described = (2) of this aricle, the party which failed to flfil the
obligations prescribed by the agreement, contract and gnicles of i,uacmmn shall be
liable ior compensation for the losses thus caused.
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Article 91. A joinl venture anmouncing its disseluton must undergn liguidation
procedures. The joint venture must form 2 liquidation commitiee in accordance with the
provisions of the Measwres on Liguidation Procedures for Foreign Investmeni
Ermterprizes. The liguidation commaities is in charge of the liguidation affairs,

Artlcle 92, Members of o lquidstion commattes nre usually selected from among
direciors of a joini venture. In case the director: cansol sorve of are unsuitable to be
members of the liquidation commitice, the joint venture may appoint accountants and
lawyers registered in China to the committee. When the examination and approval
authority deems it necessary. it may appoint personnel 10 supervise the process,

The liquidation expenses and remuneration w members of the liquidation commitiee
shall be paid in priority from the existing assets of the joint venture,

Article 93, The tasks of the liquidation committee ars: 1o conduct & thorough check
of the propenty of the joint venture concemed, its croditors” nghts and linbalities; fo wn-;‘l-:
out the statement of asssts and liabilities and a list of propenty; to put forward a basis on
which property is 1o be evaluated and calculated; and to formulate 2 liquidation plan. All
these shall be cariod out upon approval of the board of directors.

Uur[n_t; the prooEs ol liql,l.il].'a'lil;,m, the qul,l.'id;l.limt commiee shall n:p-h;sent ﬂ'lll.‘jll,‘.li.‘l'l[
venture concerned in litigation.

Arficle Bd. A jr.r;n'. veplure shall be linkle to its debis with all of s asets The
remiining property after the clearance of debis shall be distributed among parties to the

_ joint venture according to the proportion of each party’s investment unless otherwise

provided by agresment, contract and anicles of association of the joim venture.

At the fime when a joint venture is being dissolved, its net assets or the residunl
amaunt of the remaining property subtracting the un-distributed profits, vanious funds and
liguidation expenses, that exceeds the actually paid up capital shall be regarded s income
derived from liquidation, and income 1ax shall be levied according w law,

Arficle 95. On completion of the liquidation of a dissolved joint venture, the
liquidetion commitiee shall submit a liguidation report approved by a meeting of 1he
board of directors to the original cxamingtion and approval authority. go through
formalities for cancellipg its registration and hand in its business licence to the original
regisiration aulhornity,

Article 96. Afler dissolution of & joint wiﬂum, iy socount books and docwments
shall be lefl in the care of the Chinese party.

Chapler XV — Settlement of Disputes

Article 97. Disputes ansing over the interpretation of execution of the agreemeni,
contract of articles of association between the parties o the joint venture shall, if
possible, be settled through friendly consuliation or mediation. [Dheputes that cannct be
scttled through these means may be settied through arbitration or judicial means.

Article 98. Parties (o a joint venture may apply for arhitmtion in a Chinese
arbitration institution or another arbitration institution in accordince with the relevant
wiittan artmimtion agreemeni.
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Article 99. II there is no written arbitration agreement between the parties to a joind
venture.eazh side may file & suit with a Chinese people’s court.

Arll:.lb']j-tll:l. During the process of solving disputes, excepl for mallers in dispure,
parties 16 & joint venture shall continue to cany out other provisions stipulated by the
agreement, contract and articles of association of the joint venmre,

Chapter X Vi — Supplementary Provisions

Article 101. The Chinese office in charge of visas shall give convenient service by
simplifying procedures for staff and workers from foreign countries or from Hong Kong
and Macao (including their family members) who frequently eross Chinese borders.

Article 102, Chinese s:2iT and workers in a joint venture who go abroad for study
tours, business negotiations or training shall carry out procedures for exiting country
(border) in accordance with relevant provisions of the State.

Article 103. 5iaiT and workers from foreign countries or from Hong Kong and
Micae working for a joint venture may bring in needed means of transport and items for

office use. They shall pay taxes in accordance with the relevant provisions of Chinese tax
law, x

Article 104. Joint ventures set up in the Special Economic Zones shall abide by
these provisions, unless laws and administrative regulations stipulate otherwise,

Article 105. These Regulations shall come inta farce on the day of pronulgation.

Y360-100 CCH Asia Pte Limited

134



