HAPTER 6

-oreign Investment Industrial Guidance
>atalogue (Amended in 2011)

Promulgated by the National Development and Reform Commission and

Ainistry of Commerce on December 24 2011 and effective as of January 30
012.)

The Foreign Investment Industrial Guidance Catalogue (Amended in 2007) promulgated by

1e National Development and Reform Commission and Ministry of Commerce on October 31
007 shall be repealed simultaneously.)

)rder of the NDRC and MOFCOM No.12

ATALOGUE OF INDUSTRIES IN WHICH FOREIGN INVESTMENT IS ENCOURAGED

. Agriculture, Forestry, Animal Husbandry and Fisheries

)

Cultivation, development and production with respect to edible oils, flavourings and
industrial raw materials that are from woody plants.

Development of cultivation technologies for green and organic vegetables (including edible
fungi, watermelons and musk melons), dried and fresh fruits, and tea, and production of
products thereof.

Development of new cultivation technologies for crops such as sugar crops, fruit trees'and
pasturage, and production of products thereof.

Production of flowers and plants and the construction and operation of nursery centres.
Planting of rubber, oil palm, sisal and coffee.

Growing and breeding of traditional Chinese medicine materials (limited to equity and
cooperative joint ventures).

Mulching and comprehensive utilisation of crop straw and the development and produc-
tion of organic fertiliser resources.

Forest (bamboo) planting and breeding of improved varieties, and breeding of new varieties
of polyploid trees.
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Foreign Investment Industrial Guidance Catalogue (Amended in 2011)

(9) Breeding of aquaculture brood stock (not including precious and fine varieties unique to
China).

(10) Construction and operation of ecological environment protection projects such as the
planting of trees and grasses to prevent and treat desertification and prevent water loss
and soil erosion.

(11) Breeding of aquaculture products, deep water net-pen breeding, industrialisation aquacul-
ture, and ecological mariculture.

2. Mining

(1) Exploration for, and development of, coalbed methane, and utilisation of mine gas (limited
to equity and cooperative joint ventures).

(2) Risk exploration and development of petroleum and natural gas (limited to equity and
cooperative joint ventures).

(3) Development of oil/gas pools (fields) in low permeability formations (limited to equity and
cooperative joint ventures).

(4) Development and application of new technologies for increasing the crude oil recovery
factor and of other relevant new technologies (limited to equity and cooperative joint
ventures).

(5) Development and application of new technologies for petroleum exploration and develop-
ment such as geophysical prospecting, drilling, logging, downhole operation, etc. (limited

to equity and cooperative joint ventures).

(6) Exploration and development of non-conventional oil resources, such as oil-bearing thale,
oil sands, heavy oil and ultra-heavy oil (limited to equity and cooperative joint ventures).

(7) Exploration for, and mining and dressing of, iron ore and manganese ore.
(8) Development and application of new technologies that increase the utilisation rate of mine
tailings and the comprehensive application of technologies for the restoration of mine

ecologies.

(9) Exploration for and development of non-conventional natural gas resources, such as shale
gas and marine gas hydrates (limited to equity and cooperative joint ventures).

3. Manufacturing

(1)  Processing of Agricultural Non-staple Foodstuffs.
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CHAPTER 9
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PRC Sino-foreign Equity Joint Venture Law
(2nd Revision)

(Adopted at the 4th Session of the 9th National People’s Congress on, and
effective as of, March 15 2001.)
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Article 1:  In order to expand international economic cooperation and technological exchange,
the People’s Republic of China shall permit foreign companies, enterprises, other economic
organisations or individuals (hereafter “Foreign Parties”), after approval by the Chinese gov-
:rnment, to organise within the territory of the People’s Republic of China joint ventures with
Chinese companies, enterprises or other economic organisations (hereafter “Chinese Investors”)
on the principles of equality and mutual benefit.
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Article 2: The Chinese government shall protect, in accordance with the law, the investment
oy a Foreign Party in a joint venture and the profits due it pursuant to the agreements, contracts

ind articles of association authorised by the Chinese government as well as its other lawful
‘ights and interests.
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A joint venture shall observe the laws and regulations of the People’s Republic of China in all
ts activities.
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Article 3: Joint venture agreements, contracts and articles of association concluded by the ‘ Fo&k 6FH 7;5511‘&’3%:;%»( ﬂ;ﬂ Eiiﬁ A {;ii;?;& T o AB LV BIES
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\dministrative department (hereafter, the “Approval Authority”) for examination and approval. ‘ @B X THATHEEEE AR RE o
“he Approval Authority shall decide, within 30 days, whether or not to approve a joint venture.
Ince approved, a joint venture shall be registered with the state industry and commerce admin-
strative department, a business licence shall be obtained and operations shall begin.
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dint venture shall in general not be less than 25%.
"he profits, risks and losses of a joint venture shall be shared by the parties to the venture in &% B EEM T ARG S FA AR AT
roportion to their contributions to the registered capital.
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PRC Sino-foreign Equity Joint Venture Law (2nd Revision)

A party may only assign its share in the registered capital with the agreement of the other
parties to the venture.

Article 5: Each party to a joint venture may contribute cash, material objects, industria]
property rights, etc, as its investment in the venture.

The technology or equipment contributed by a Foreign Party as investment shall be truly
advanced and appropriate to China’s needs. Compensation shall be paid where losses are caused
by fraud through the intentional provision of outdated equipment or technology.

The investment contributed by a Chinese Investor may include the right to use a site provided
for the joint venture during the term of its operation. Where the right to use a site does not con-
stitute a part of the investment by the Chinese Investor, the joint venture shall pay fees to the
Chinese government for use of the site.

The various contributions referred to in this Article shall be specified in the contract concerning
a joint venture or in its articles of association, and the value of each contribution (excluding
that of the site) shall be ascertained by the parties to the venture through consultation.

Article 6: A joint venture shall establish a board of directors. The size and composition of the
board of directors shall be determined through negotiations between the parties to the joint
venture, and shall be stipulated in the contract and articles of association. Members of the
board of directors shall be appointed and replaced by the parties to the joint venture. The
chairman of the board and the vice-chairman of the board shall be determined through nego-
tiation between the parties to the joint venture or elected by the board of directors. Where the
post of chairman of the board is assumed by the Chinese party or the Foreign Party to the joint
venture, [a member of] the other party shall assume the post of vice-chairman. The board &£
directors shall make major decisions concerning the joint venture based on the principlesiof
equality and mutual benefit.

The powers and functions of the board of directors shall be to discuss and decide in accordance
with the provisions of the articles of association of the joint venture, all major problems concern-
ing the venture, namely, development plans, production and business plans, the budget, distribu-
tion of profits, manpower and pay scale plans, the termination of business and the appointment
or recruitment of the general manager, the deputy general manager, the chief engineer, the chief
accountant and the auditor as well as their functions and powers and their remuneration, etc.

The general manager and deputy general manager shall be chosen from the parties to the joint
venture.

Matters concerning the employment, discharge, remuneration, benefits, labour protection,
labour insurance, etc. of the workers and staff of a joint venture shall be stipulated in accor-
dance with the law through the conclusion of a contract.
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