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f360-120 Tmplementation Regulations for the Law of the People’s
Republic of China on Sino-foreign Cooperative Joint
Venture Enterprises

Approved T Auguss 1995 by the State Coirncil.
Promulgated 4 Sepiember 1995 by the Minisiry of Foreign Trade and Economic
Coaparation,

Chapter | — General Principles

Article 1. These Implementation Regulations are formulated in 2ccordance with the
Law of the Prople’s Republic of Ching an Sinnforeign Cooperative Joimr Venguve
Ertevivises, .

Article 2. The csizblishment of a Sino-foreign cooperative entesprise (hereinafter
referred 10 as @ cooperative enierprize) within Chinese territory must be in compliance
with State development and industrial policies and in observance of Swate foreign
investment guidelines.

Article 3. A cooperlive enterprise which independently develops its business
management aclivities within the scope of the approved cooperalive enterprise
sgrecment, cantract and aricles of association and in accordance with the law must not
be interfered with by any erganisation or individusl,

Article 4. Cooperative enterprises include those which have obtained Chinese legal
person status in accordence with the law and those which do not possess legal person

WL, "

The special provisions in Chapter IX of these Detailed Implementing Rules spply 1
coopermtive enterprises which do not have legal person status.

Article 5. The department in charge of a cooperative enierprise is the department in
charge of the Chinese partner to that cooperntive enterprise. If there are more than two (2)
Chincse pariners o @ cooperative enterprise, the department in charge will be determined
through consultation by the examination and approval authority in conjunction with
refevant departiments, except if otheraise stipulated in laws and staiutory regulations.

. The department in charge of a’cooperafive enterprise will coordinate with and
provide sssistance 10 the cooperative enterprise in handling matters related to the
cooperalive enterprise,

Chapter I1 — Establishment of a Cooperative Enterprise

Article 6. The establishment of a cooperative emterprize will be subject to the
examuiion and approval of the Ministry of Foreign Trade and Economic Cooperntion o
a department or local people’s government as authorised by the State Council.

~ The establishment of a cooperative enterprise in the following circumstances will ba
sulject to the examination and approval of a department e local pedple’s government as
authorised by the State Council:
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(1} where the intal assount of investmest in the cooperiive enberpeice i withm (he
limits subject to cxaminatioa and approval of & deparsent or local people’s
povernment acthorised by the State Council;

(2) where the cooperative entorprise is seif-financing and dock not noed the Stite W
contrbute bs the balanes of i cormrscos and production conditene,

(3} where it Is not pecessary for the cooperative cebemprise 10 obiain B expon Quoln
and'er licence mwuied by the relevint State deparinent in charge for the export of
prodects; or, where it is nocessary to obtain s export quota andior hicence bt
where the comsent of the relevart State departments in charge has been obtmsed
prior to submission of the progect proposal;

(4] s other sircumstarces m which the esablshment of a (ooperative aleTprse =
subyoct to examination aad approval by 3 department o Local people’s goverament
suthonised by e State Council as stipalated in lyws dnd 1sammory regulatons
Article 7. When establishing 3 cooperative emenpnse, the Chinese partner will be

respooble for submartting the following documents 1o the examusation and spprosal

acthority:

(1) a project propmal R the cooperative enerprise o be esmblished, logesher gith the
document of examiration and consent imucd by the department i change;

(2) & fesnibalty shady report jointly prepared by the parties to ::fem

enterprise, together with the docvmsent of exarmnation and consent
dwnnmm-:h#ﬂr

13) a cooperative enserjeise agroemeat. condeact and articles of assocaton signed by
the begal yepresentatnies of the parties 0 the cooperative enferprse Or i
muhdvised represeniatives,

4) & busines beesce or registration certificate, crodtuorthiness centificate and valad
certification of the legal repoessatative of the cooperalive ealerprae; where the
foreign partser &1 & satural persom, the valid documentation of bévher ID,
curriculum vitae and creditworthinoss reconds must also be provided;

5] alist of the chairman, deputy-chasrman and directons of the head, deputy-bead and
members of the joint masagemont commitiee as determined through conmltain
by the partics o the cooperative crisrpeiie;

i&juhudnuum-mq:hﬂfwﬂ?m' by the examination asd approval
E acthority.

Apart from those documents 0 be provided by the foreign partner as listed in item
(4) of the preceding paragraph, the documenrs listed above must be wriften in Chimese,
documents listed in sems (21 () and (%) =ay also be writhen in 8 foreign language
mzrecd upon by the parics to the cooperative enderprise.

The examimtion and approval suthority will, withn forty-five (45) days of
nmwuqﬂtﬂmmdeuﬂtwhﬁwmmwlh
application. If the ¢xammamation and appeoval suthorsy comaders that subwumgaon of the

thcuments i i any ey Icompless of contalng any inegulinitiesgthe eammination and
wminﬂuﬁryhulhpnwurmhﬂﬂp.ﬂum#tﬁm‘iwmm
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complete submission or make 20y necessary amendments within o prescribed time
period.

Article 8. If the establishment of n cooperative enterprise is subject o approval by
the Ministry of Forcign Trade and Ecomomic Cooperation or by the depanment
nuthorized by the State Council, the approval certificate will be issued by the Ministry of
Foresga Trade and Economic Cooperation.

If the establishment of a cooperative enterprise is subject to approval by a local
people’s government &5 authorised by the State Council, the approval certificate will be
issued by the local people’s government concemed, and the document of approval must,
within thinty {30) days from the date of approval. be submitted to the Ministry of Foreign
Trle nnd Economic Cooperation for the record,

Following approval of an application o cstablish a cooperalive enterprise. the
cooperative enlerprise must apply to the administration for indusiry and commerce for
registration and a business licence in accordance with the law.

Article 9. An applicstica for the establishment of a cooperative enterprise will not
be approved in any of the following circumatances:

111 where it would be detnimenzal to State sovereipnty or harmful to the social w public
interest;

12} wlere it would jeopardise State security.
(3} where it would cause environmental pollution:
(4} in other circumstances i violation of laws, statutcey regulations of Stzte indusirial

e,

Articld 10. The “‘cooperative enterprise agreement’’ mentioned in these Detsiled
Implementing Rubes refers to a wrnitten document entered inte following agreement by the
pariies to the cooperative enterprise on the principles and main points governing the
establiclhmcnt of a cooperative entemnise,

The “‘cooperative cnterprise contract’” mentioned in these Detailed Implementing
Rules refers to a written document prepared after the partics o the cooperative enterprise
have agreed vponm their rights and obligations in relation to the establishment of a
COOPETRLVE enlerprise.

The **cooperative enterprise artigles of iation”” mentioned in these Detailed
3 Tll‘llﬂﬁﬂt!‘lhnf Huies refers o a wnitisn docdment agreed upon by the parties 0 a
cooperative  enterprise  stipulating the organisational principles and method of
management of a coopemtive enterprise 10 complinnee with the provisions of the
cooperalive enterprise contmct.

I the “econtents of & copporative enlerprise agreement and cooperative calerprise
articles of association conflict with the cooperative enterprise contract, the contract
prevails.

The parties to & cooperalive cnierprise may or may nol enter into a cogperative
enlerprise agreement,

Article 11. The cooperative enterprise apurcmrnr cmﬁaﬂ and articles of
association are valid from the daie o which the approval certificate is issued by the
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exarrnratioa and approval suthority. Alynqﬂ-muhmu ERLETPIYLE

apgroomment, contract or armicles of association dering the term of the enterprise must be

subjpect to approval by the exsrmnatson snd appeoval ssdhonly.
Arthde 1I. A.cooperative esferprise contract must contads frovistons on the
foliorwring

(1) the nemes, places of regmtration and addresses of the parties 1o the cooperative
enterprias, and the names, postons s nationslines of the legal represontatives of
the cooperative enterpaise (U o forelgy partoer is @ natural person, bisher name,
nationality and sddressy ;

(2} the mame, addreia and busineia scope of the cooperative entorpriae,

13) the total imount of mvestment and registered capital of the cooperative emenprise,
method and time limit for contributing ievestment aad provision of cooperative
torms by each party oo the coopemeive emermeite; »

(4) msignmsent of svestment contribeted or terms of cooperation provided by each
party o the COOpOrtne enferprise; "

15) method of distribution of profies or products ssd share of risks or losses 10 be borne
by each party 30 the cooperative mierprise,

(6) the composition of the board of directors or joint management commetee of the
cooperative enterprise, the dicribunion of the mumber of direcion oc tommitios
mermbers and the dutves of the general marager and cther acmior memagrrmen:
persorne] and mesures for their appointment and di pmissal,

(71 the main production eguipment asd technology 1o be sdopied and their sources of

(B} arangemgmts for prodcts fo be sold within asd cetvide Ching,
(91 amangements kv income and expenditure of foreign corrency for the cooperabive
(10} the Efe of the couperstive enterpriss, the method of its dissolution and lquidation
(1) other obdgations of the parties to the coopersve enterpeise and thewr lzabilibex for
brepch of contract;
112) the principles goverming the haadling of finanis, accounting and auditing.
113} the handling of dispufes between the purtses to the conperative enterprise;
(14) the procedures for imeadment of the cooperalve cabarpriss contract.
Artiche 11, The articles of smocistion of 8 copperslive enteprise Fa! Contain
pluvdons om the followiag:
(1) the rame and address of the cooperative enberpnse;
123 the busaness scope and e of the cooperstive enterpriie;

(3) the names, places of regisiation and addresses of the partics o te coopermtine
enterprise, and the named and astxnalities of the logal representaisves of the
mmmufuﬁmppuﬁmu:wuﬂmhiﬂhm
naticrality and address 7
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{4) the total amount of investment and registered capital of the cooperative enterprise,
method and time limit for investment or provision of cooperative terms by each
party o the cooperative enlerprise:

15} distribution of profits or products and share of nisks or losses 10 be bome by each
party to the cooperative enterprise;

(6) the composition. powers of office and rules of procedure of the board of directors o
joimt management committee of the cooperative enterprise; the terms of office of
direclors or commaties members, and the duties of the chairman and vice-chainman
of the board of directors or the head and deputy-head of the joint management
COMmmities;

(7} the sstablishment, powers of office and rules for handling routine affairs of business
management bodies, the duties of the general manager and other senior
management personnel and the methods for their apnointment and dismissal:

(8) the regulations goveming the handling of labour menagement matters such as
reciutment of emplovees, training, labour contracts, wages and salaries, zocial
insurnnce, welfare, cocupational safety and hygicne conditions, .

19} the financial, accounting and aud:ting systems of the cooperative enterprise;
(10 the method for dissolution of the cooperative enterprise and liquidation:

(11} the procedures for amendmem of the aticles of association of the cooperative
ertepeise,

Chapter 11 — Form of Organisation and Registered Capital

Article 14. A cooperative enterprise which has acquired Chinese legal person status
m aecordance with the law = a limited li_:.l:-ilit}- company. Unless the ConpETative
enlepnse contract stipulates otherwise, each pasty to the coopermive enterprise will
assumc an amour] of hability towands the cooperative emerprise equivalent to the amount
of investment contnbutled o cooperative terms provided by it,

A cooperative enferprise will offset its total assets against the responsibility assamed
for emterpeise debis.

Article 15, The total dmount of investment in a cooperative smterprise refers to the
sum of funds needed for the cooperative enilerprisegs seale of production and operation as
stipuluted in the contract and articles of association of the cooperative enterprise,

Article 16. The vegistered capital of 8 cooperative enterpeise refers 1o the sum of
capital subscribed by all paties w the cooperstive emterprize as registered with the
adminisiration for mdustry and commerce for the cstablishment of the cooperalive
emierprise. The registersd capital will generally be expresesd in renminbi or may be
expressed in a freely convertible foreign currency agreed upon by the parties to the
COOPEratvE ente e,

The registered copital of & cooperative enterprise must not be reduced during the
serm of the coopemtive enterprise. However, if a reduction of the megistered capital is
neceasary due bo changes in the total investraent and production and operation scale, such
a rechiction must be subject 10 approval by the examination and appeoval authonty,
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Chapler IV — Conditions for [nvestment and Toress of Cooperstion

Article 17. All parties 10 4 cooperative enterprise mus! contnbade INvestment 1o of
provide cooperative torms 1o the cooperative enterprise in accordmnoe with the provisions
of lamn, stztetory repolataons and the cooperative enlerprise contract.

Article 18. lovesiment or cooperative terms costnbutod by the paties o 2
cooperative entorprise may be in the form of cash and may also be i kind, indugtrial
property rights, propeietary technology, land use rights and other property nights.

If the mvestment or cooperative termms to be contnbuted by the Chinese partner afe
Sime assets, valustion of such sssets will be conducted in accordance with the provitions
of rebevant lawrs and statutory regulations.

For a cooperative emerprise which has obtsimed Chinese legal person swmius in
accordemce with the law, investment contnbuted by the foresgn partner(s) to the
eooperative ceterprise genemily mest not be less than 25% of the registered capatal of the
cooperative enterprise. For a cooperalive enkrpiise without Ieg:]qﬂ'mstlam.ﬂw .
specific requirements for investment or tems of cooperation by the various pacties w the

ive enterprise will be stipulated by the Ministry of Foreign Trade and Eccsomic
Cooperation. .

Artiche 19, Each party 00 a cooperative enterprise will use its own property of
propeny rights a2 imvestment of terme of cooperation, and much investment o1 terms of
coopertion will not be permitted 8o be wsed to set up a morigage of be wied &8 any other

form of security.
Artlicle M. The parties o a cooperative enlerprise must, in accordance with the
Fequirements of iom and business operations of the cooperstive enterpriie and the

provisions of ant lyws and statutory regulalioes, agree upon the time bmils for
investment or terms of cooperation 0 be contributed by cach party to the cooperative
enterprise in the cooporative CRICTPTIAS Comiract.

In the ¢vent of the partics o a cooperative enberprise failiag o contnbute investment
or meet the terms of cooperation in accordince with the cooperative enterpeise contract,
the adronnstration for industry and comneece will sopalate a deadline for falfilment of
their obligatioas. 1f obligations remain unfulfilled by the appointed date, the examination .
and approval authority of e cooperative onterprise and the sdministration for induitry
and commeree will revoke the business hoence of the cooperntive caterprise and make a
public annourcomend to that offect. E ¥

Artiele 21. A party which fails 1o contribute investment or 10 meet berms of
conperstion as stipulated in the cooperative entorpriss comiract mue bear Hability fos
becach of contract in respect of that other party whach has already contributed investment
or met torms of cooperation as stpulated i the cooperstive enloTprise contract

Artiele 22, After the investment of terms of cooperation have been contrituned by
the partics 1o the cooperative enterprise. such investment or berms of cooperation must be
verified by a centified poblic sccountant registerad 10 China and & caperal verification
report mssed accordingly. The cooperative enterprise will issor a certificate of capital
contribution 10 cach party 1o the cooprrative enterprise in sccocdalfoe with the capeual
venfication repoet. A centificale of eapital costribunion wall specify the fallowing items:
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{1} the name of the coopemtive enterprive:

t2) the date of establishmen of the cooperative enterprise;

(3) the titkes or names of the parties to the cooperative enterprise;

{4) details of the investment or terms of cooperstion contnibuted by the parties to the
cooperative enterprise;

(%) the date of investment or terms of cooperation contributed by each party to the
cOOperative emlerprisc:

{6) the number and date of issue of the centificate of enpital contribution.

Copies of the cenificate of capital contribution mus be sent to the examination gnd
approval authorty and the authority for industry and commerce.

Article 23, If a rotal or panial assignment of rights as prescribed in the cooperative
enterprise contract is 10 be carried out hetween the parties to a cooperative epterprise ot if
onc party lo 4 cooperstive colerprise wishes 1o assign, in full or in pan, s rights
prescribed in the cooperative enterpeise contract 1o a party other than the cooperative
pariners, the written agreement of the other parties 10 the cooperative enterprise must he
obtained and the matter must be reported 1o the examination and approval authority for
appecval,

The examination and approval authority will, within thiry (30) days of receiving the
relevanil documents, make a decizion on whether of not 10 approve such assignment.

Chapter V — Organlsatignal Struciure

Article 24. A cocperative enlerprise mus? st up a board of direciors or a joinl
managemenl committes, The board of directors or joint management commitiee is the
" cooperative enterprise authority which is empowered to make decisions on major issues
involving the cooperative enterprise in accordance with the provisions of the articles of
association of the cocperative enerprise.

Artlcle 25. A board of directors or joint managemen: committee will oonsist of not
bess then three (3) members. The allocation of the mumber of directors or commiliee
members will be determined through consultation by the partics o the cooperative
enterprise with reforence to their investment or terms of cooperation.

Article 26, The directors of & board of directors of the members of a joint
management committee will be appointed or replaced the partics to the cooperalive
enterprise. The method of eppointment of the chammmoen end vice-chairman of o board of
directors or the head or deputy-head of 2 jomnt r!:m;l:lncnt committes will be slipulated

“in the articles of association of the cooperative Enterprise. If the position of chairman of
the bomd of directors or hesd of the joint mmnmagement commuitiee is beld by either the
Chinese or foreign partner, the vice-churman of depaty-head will be held by the other
parner, respechively.

Artiche 27. The term of office of a director or commintee member will be stipulated
in the articles of association of a cooperative coierprise; however, the terms of office of
each director or commulize inember must nol exceed three (3) years. Afler a director’s or
commities member's term of office has expired, the director or committee member may
be reappoinied by the appointing party for a further term

4 ¥
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Article 28. Meetings of the board of dircctors or the joinl managemsnt comimiiies
will be convened at beast once a year and will be called and presided over by the
chairman of the board of dirsctors or the head of the joinl management commities
Should the chairmian or the head he unable to call and preside over the mecting for
spacial reasons, he'she must designate the vice-chairman or deputy-hend or other director
or commitiee member to call and preside over the meeting. More than one-third of the
directors or committes members may make a proposal 1o convene a meeting of the board
of directors or the joinl management commitiee.

A meeting of the board of directors or the joint management committee Tequires a
two-thirds majority of directors or commitiee members 1o be present in crder Jo be
convened. Where 2 direcior of committee member is unable to atend a mecting of the
board of directors or joint management committes, hefshe may designate in writing
another persen to represent and vote on hisher behalf. Resolutions of ihe board of
dircctors or joini management committee will requie approval of a majority of all of the
dire=tors or commilice members voting in order i be passed. If a director or a commitice
member, without proper reason, fzils o atiend or to designate another person Io represcn
himMer a1 & meeting of the boand of directors or joint management comuninice, that
pereon will be regarded as having attended the meeting and abstined from voting.

All directors or committes membess must be notified ten (10) days in advance of the
convening of a meeting of the board of direciors or joint management commitiee. The
board of difectors or joint management commitice may also make resolutions through
ather meeans of communication.

Article 29. In order 1o propose a resolution on the following matters at a meefing af
the board of directers or joint management commitiee, the unanimons approval of all of
the directors or committee members present ot the meeting is required:

11 améndment to the anicles of associalion of the cooperative enterprise,

(2} increase or reduction of the registered capital of the cooperative EnlErprise;

(31 dissolution of the cooperative enisrprise;

{4) mongage of property of the cooperative enlerpaise;

(5) merger, dissolution or an mmendment to the organisational structure of the

" cooperative enterprise:

(5) other matters &n‘whiv:h resolutions proposad at a meeting of the board of directors
o joint management commities require the unanimous appraval of the directors or
committee mrembers prasont il the mpeting 2s agreed upon by the parties 1o the
conperative enterprise.

Article 30, The rules of procedure and voling procedures of the board of direcion or

joint managenent commines will be stipulabed in the articles of association of the
cooperalive enisrprise, except if stipulated in these Detailed Implementing Rules.

Articke 31. The chaiman of the board of directors or the bead of the joim
management committee will be the legal representative of the cooperative emerprise.
When the chairman or head is unable to exercise his/er powers of office due to special
reasons, he/she will authorise the vice-chairman or deputy-head, or other director oF
commitiee member, to represent the cooperative entemprise in n:u.ufi:l: dealings.
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Article 31, A cooperative emberprise masl have one general manager who i
respansible for the daily operaticoal management of the cooperative enterprise and to the
baard of directors of the join management comminee.

The general manager of & cooperative enterprise will be appoimted or dismissed by
the board of directors or the joint masagement commitice.

Article 33, The positions of general mannger nnd Giber senior menngement
personne of a cooporative enterprise may be held either by Chinese or foreign citirens.

At the invitation of the board of directors or the joint management commitiee, a
director or committes member may concurmently hold the position of general manager or
other sensor manigement position of a coopentive enterprise.

Article M. In 3 cate where the general menager or ofher senios management
personne] s meapable of performing hit/ber work tasks, practises comruption of seriously
neglects the duties of the position, he/she may be diomiseed by the board of directors or
joint management commites; if these activities cause the cooperative enterprise to incur
losses, hefghe will bear Lability in accordance with the law, 2

Artiele 35 I, efler the csublishment of 3 cooperative enterprice, a parly is
commissaancd by e ather parties to the cooperative enterpnse o undertake operationzl
management of the cooperative enterprise. this must be subject 10 unanimous cohsent by
the board of directors or joint masagement commines. and a contract to commission
operational maszgenent must be entered into with the commissioned party.

A covpeTeiive SINCIPRISC Mt submit a reaolution of the board of directors or jomnt
MANAEEMEN! COMMItee on commissioning operanonal minagement of the cooperaiive
cnterprise, the signed contract on commissioning operalional maragemen: and the
creditworthiness certificate of the commissioned party to the examination and approval
anthority for approval. The cxamination and approval authority will, within thirty (30)
days of recerving these documents, decide whether 10 approve the commission

" Chapter VI — Purchase of Goods and Materials and Sale of Products
Arficle 36. A cooperiive enterprise must. secording 10 its approved scope and scale
of production and operation, independently formmulate its production and operating plan.
Govenment depastments will pot arbitrarily issug orders 1o 8 conpertive enterprise
0 impiemenl production and operating plans determuned by government depariments.

Article 37. A coaperative enterprise myy independently determine whether to

" parchase itemns [or its own use such as machinéry, equepment, raw materials, fuel, SpLe

pirts. accescones, CoOMponenis. means of transport and office equipment (hereinafter
refemred 1o as goods and nasenials) in China o oversens.

Artiche 38, The State encourages cooperative enterpriscs 1o sell their products on the
miernabonal market. A cooperative enterprise may sell its products on the intermational
market el or entrust sales with overreas sales sgencies or Chinese overseas trade
Comporations on a commisson of distribution base.

A cocperative enterprise will Independently determing the sale price of its products
i accordence with the law, : ¥
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Article 39, A foreign partner will be exempt from import duty and import-related
eircplaung taxes on mechinery, cquipment, spare parts and their materials which are
imported by the foreign parnner as part of its investmend. A cooperative enterprise will be
exempt from impon duty and import-relaled circulating taxes on machinery, equipment.
sparc pans and other materials required by the cooperative emerprise for itz production
and opesalions that are imported with funds which are part of the cooperative enterprise's
total investment. Payment or supplementary payment of didies and iaxes will be required
in accordance with the law if the duty-free imporied poods and materials are approved for
sale within Chinese territcry or are resold of transferred for use in the productioh of
goods for domestic sale.

Article 40, A cooperalive enterprise will not be permitted to export its products at a
price which is markedly lower than the reazanable price of the same type of product on
the infernatronal macket, nor to import goods 21 a price which is higher than the price of
the same type of goods on the inermations] markel,

Article 41, When selling its products, 2 cooperative enterprise will conduct sales in
accordance with the provistons of the approved cooperative emterprise contrecl.

Article 42. IT a commaodity 15 imported or exponed by a cooperative enterprise
which is subject 10 an import or expon licence and'or quota contrel, the application
procedures for an impon or expon [icence andor quota will be camied out pursusni o
relevant Stale regulations.

Chapter Vil — Distribution of Earnings and Recovery of Investment

Article 43. Chinese and foreign parners 1o a cooperative enterprise may distribute
camings by means of distributing profits, distributing products or by other means agresd
upan by the parties to the cooperative enterprise.

I distribution of products or other methods for distribution of eamings ere adopied,
1ax payable will be calculated in accordance with the relevant provisions of tax laws.

Article d44. When the Chinese and foreign partners agree in the cooperative
enterprise contract that, on the expiry of the duration of the term of the enterprise, all
fixed dssets of the coopemtive enterprise will revert to the ownership of the Chinese
pariner without the need for compensation or payment, the foreign pastner may apply 1o
reoover [l investment during the term of e enterprise according o the following
methods: . 4
(1) stipulation in the cooperative cnferprise contract 1o increase the eamings

distribution ratio of the foreign pauiner with disiribution eccurmnng :n eccordance

with the proportion of investment or terms of copperation;

(2) subject to examination and spprovel by the finance and mxation organs wider
relevant State taxation provisions, the foreign parmer recovers its invesmyent before
payment of income 1ax by the cooperative enterprise;

(3) other methods for recovery of investment as approved by the finance and taxation
organs and the examination and approval authonty.

When the foreign partner recovers its invesment dusing the ttm of the enterprise
according o the provisions of the preceding pammgraph, the Chinese and foreign pertners

China Gompany Law Guidn 1360-120
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will bear Lisbolity in accordante with the provisicss of relevant laws and terms of the
cooperative enlerprise Contract.

Article 45. An application for recovery of investment dusing the term of the
entesprise by a forcign partner in accondance with the provisiens of fems (2) or (3) of
Atticle 44 of these Detniled Implementing Rules will specify the total amoum of
imvestment o be recoversd and lhtpﬂin-dﬂ_dmeﬂmd for this recovery. Such an
application must be submitied to the examination and approval swthority for approval
folloming examination and approval by the finance and taxstion cogans.

The forcign parmer will mot be permiticd o recover ils EmveSImEn: belore 2
cooperative enterprise makes up its losses

Article 46. A cooperalive epterprise mwast, parsuant to relevast Siste regulabons,
engnge a certificd public sccountant regizered in China to conduct auditing ard
verification. The varous parties 1o & cooperative enterprise may jJointly of indiviclually
entrust o certified public accountant registered in China to conduct waditing. All relmed
costs will be bome by the entrusting party.

Chapter V111 — Term of the Eaterprise amd Dissolution

Article 47, The term of a cooperative enterprise will be determined through |
consultation by the Chinese and forsign pasties and specified in the cooperative enterprise
ogenlrnet

If the parties i a cooperative enterprise agree w exsend the term of the enterprise, an
application must be submitted to the examination and approval authority 180 diys before
the expiry of the term of the enierprise stating the demils of implementation of the
original cooperative enterprise concract and the reasons for the exteasion of the term of
the enterprise. An agreeroent entered anto by the partics to the codperative epdemprice on
their rights and chligstions and other relevant manters withan the extended period of
conperation must be submibied at the mrme time. The evaminstion and approval sutharnity
will, withan thirty {30) days of receiving an application for extension of the term of the
enterprise, make a decision on whether of Bat to approve the apphcation.

If sm applcation for an extension of the term of the enterpeise of 2 cooperative
enterprise 5 approved, the tive enterprise must, by peesenting the document of
approval, carry out procedures for amendnzent of registration with the adm:nistration for
industry and commerce, The extended period will be calculated from the first day after
the expiry of the original term of the cnterprise. )

If the foreign partner it to recover 1ts investment within the bem of the cooperative
enjerprise 25 agreed in the cooperative enterpri , and the foreign pariner has
already completely recoversd its invedment, the of the coopemtive enterprise will
net be extended, However, if the forcign partner increases ity investment, scbject to
consent through consulition by the parties 1o the cooperative eemrise, the cooperative
enterprite nay apply to the examination and approval authority for am extension of the
serm of the enterprise in socordance with the provisons of paragraph two of this Articis.

Article 48 A cooperative emterprise may be dissolved in any of the following
CUPCUMLSinnG 61
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{1} on expiry of the term of the enterprise;

{2) it is unable 10 continue operations due 1o heavy losses incurred or due to gerious
damage and heavy losses as a result of unavoidable circumstances;

{3) it iz unable to continue operations due to failure of one or severnl of the Chinese
and forcign partners to fullil obligations prescribed in the cooperstive enterprisc
contract end articles of asocialion;

(4) occurrence of other grounds for dissolution as prescribed i the coaperative
enterprise cosviract and articles of association;

(%) the cooperative enterprise is ordered to close down in accordance with the law due
to viclation of laws and statutory regulatons.

In the circemstances described in items (2) and () of the preceding paragraph, The
board of directors or joint management committce will make a decision on dissolution
which must be reported to the exnmination and spproval authomty for approval, In the
gituation described in item (3) of the preceding paregraph, the party or partics which
failed to fulfil the obligations prescribed in the cooperative enterprise contract and
articles of association will bear Lability for compensation of losses incuired by the other
party or parties which fulfilled their obligations. The pasty or parties which fulfilled the
contract obligetions will have the right w0 apply to the examination and approval authonty
for dissolution of the cooperative enterprise.

Article 49, Mattess in relation 1o the liguidation of 2 cooperative emerprise avill be

handied in nccordance with the provisions of relevant State laws and statutory regulations
anl the terms of the cooperative enlerprise contract and articles of associntion.

Chapter [X — Special Provisions on Cooperative Enterprises Without Legal Person
Status

Article S0. A cooperative enterprise without legal person status and the porica 1o
that cooperafive enterpiss will bear civil liability in sccordance with relevant provisions
of Chinese etvil laws.

Artiele 51. A cooperalive enterprise without legal person siatus will regisier the
imvesument or terms of cooperation contributed by the porties o the cooperative
enterpnse with the adménistraton for indusiry and commerce.

Article 52, The investment or terms of cooperstion contributed by each party to &
cooperstive enterprise without legal person status will be owned respectivily by each
party Upon an sgreement reached by the parties to a cooperative epterpriss, the
investment or terms of choperation may be jointly owned by all parties concerned or
severally owned by cach party or jointly and sgvernlly awned by all parties concerned.
Property accumulated through the operztions of a cooperative enterprise wall be jointly
owned by the parties w the cooperative colerprise.

The investment or terms of cooperation contributed by the pames 1o a cooperative
culerprise wilhout legal person stans will be uniformly manapged and vsed by the
cooperative enterprise. Withoat the consent of the other partics to the cooperative
enlerprise, a party will not be permitted 6o arbitrarily manage the investiment or terms of
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Article §3. A cooperative enterprive without legal person sumtus must establish o
joinl management body. The joint management body must consist of represeniatives
nppointed by the various parties to the cooperative enferprise 1o represent the various
parties in the joint management of operations of the cooperalive entcrprise.

The joint management body will decide all major issues in relstion to the
CONPErATive cnlerpise. .

Article 54. A cooperative enterprise without legal person status must maimain a
uniform account book located at the premises of the cooperative enterprise; each party 1o
the cooperative enterprise must also maintzin its own account book.

Chapter X — Supplementary Principles

Article 55. The preparation, tzking effect and implementation of a cooperative
enterprise contract and the settlement of disputes arising out of a coopernative enterprise
comtract will be poverned by Chinese kaw. -

Article 56. The provisions of relevant laws and statutory regulations will apply to
thote matiers in relation to a2 cooperative enlerprise including finance, accounting;
auditing, foreign exchange, taxation, labour management and trade union matters, efc,
which are not coversd by these Detailed Implementing Rules.

Article 37. Cooperalive comerprises established by companics, individusls and.other
economic entities or individuals from the regions of Hong Kong, Macao and Taiwan ar

by Chinese citizens residing abvoad will be handled with reference to these Detnibed
[raplementing Ruolss.

Article 58, These Implementation Regulations will take effect from the date of

pooeulgation
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