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~ @eneral Principles of Civil Law

29

(i) acquisition or resumption of capacity for civil acts by the principal;

"- )

(ii) death of the principal or agent;

iriﬁ) Joss by the agent of capacity for civil acts;

ﬁv) cancellatio
y) dissolution. due to other reasons, of the guardianship relationship between a

; pn'ﬂcipal and an agent.

CHAPTER V — CIVIL RIGHTS

n of designated agency by the People’s Court or designating unit;

Section 1: Property Ownership and Related Property Rights

Article 71. Property ownership refers to the rights of an owner, according to the law, to
possess, use, reap benefit from and dispose of his own property.

Article 72. The ownership property may not be acquired in violation of the provisions
of the law. Where property is acquired in accordance with a contract or other legal means,
ownership of the property shall pass from the time the property is handed over, unless
otherwise supulated by the law or by agreement between the interested parties.

Artiele 72,
Sfare mroperty is sacred and inviolable. It is prohibited for any organisation or individual
to wecupy, fraudulently seize, privately divide, withhold or damage State property.

State property is owned by the whole people.

Article 74. The property of a collective organisation of the working people is owned by

the collective, including:

(i) land, forests, mountains, grasslands, wastelands., siltbanks, etc., stipulated by law as
being owned by the collective;

(ii) property of collective economic organisations;

(i) buildings, reservoirs, irrigation and water conservation installations and
educational, scientific, cultural, health and sports facilities, etc., which are owned
by the collective;

(iv) other property owned by the collective.

Land ewned by a collective shall, in accordance with the law, be owned collectively by

the village peasants and managed and administered by an agricultural collective

economic organisation such as the village agricultural production co-operative or by the
village citizens’ committee. Land which is already owned by a township peasants’
collective economic organisation may be collectively owned by the township peasants.

Property owned by a collective is protected by law. It is prohibited for any organisation or

individual to occupy, fraudulently seize, privately divide, damage or illegally seal up,

detain, freeze or confiscate such property.

Al?ﬁtte 75. The private property of a citizen includes lawful income, house, savings,

daily effects, cultural relics, books and library materials, forest trees, livestock and means

of production which a citizen is permitted by law to own, and other lawful property.

Th_e lawful property of a citizen is protected by law. It is prohibited for any organisation

or lrgdmdual to occupy. fraudulently seize, privately divide, damage or illegally seal up,

detain, freeze or confiscate such property.
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___t of Foreign Investment Companies Limited by Shares 93

stion of the investors of the original foreign investment enterprise on the
on of the original contracts and articles of association;

ital verification report on the original foreign investment enterprise;
'gte‘;'s! agreement (“promoters”™ to include but not to be limited to investors
original foreign investment enterprise);

ppany’s articles of association;

- inacs licence and certificate of approval of the original foreign investment
and a financial report for the last three (3) successive years;

ication for the establishment of a company;

sificates of creditworthiness for the various promoters;

bility study report.

Subject to approval by the Ministry of Foreign Trade and Economic

1 — 2 T vy A = ‘-
& - SRR LS. R 2 o1 of the above application, the promoters shall, after the issuing of the

of approval and after promoters have subscribed their respective shares in full,
fhe sompany registration authority for the modification of registration.

Once a foreign investment enterprise has registered its transformation into a
all rights and obligations of the original foreign investment enterprise shall be
 that company.

ions undertaken by Sino-foreign investors in a foreign investment enterprise
= contained in the contracts and articles of association of the original foreign
' enterprise shall be included in the promoters’ agreement and articles of
jon which shall then apply to the established company.

18. [f a State-owned enterprise or a collectively owned enterprise applies to
m into a company, it shall, in addition to complying with the provisions of other
these Regulations, also meet the following criteria:

OF

>

enterprise has been operating its business for a minimum of five (5) years and
5 a profit record for the last three (3) successive years;

es of the enterprise bought and held by foreign shareholders using freely

vertible currency constitute more than 25% of the enterprise’s registered

pita L2

the scope of business operation of the enterprise shall be in conformity with
dustrial policies for foreign investment enterprises.

to preliminary examination and approval by the examination authority at the

of the enterprise, the agreement and articles of association for the establishment
pany signed by Sino-foreign shareholders acting as promoters shall be

1o the Ministry of Foreign Trade and Economic Cooperation for examination

owing documents shall be submitted when applying for transformation into a

a capital verification report for the original enterprise;
‘application for the establishment of a company;

i
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[ ﬁ‘ﬂfﬁ'ﬁ"ﬂ - HE EHAEN X SREREBIIHEIHE T EEH 1. H Chinese partner to that cooperative enterprise. If there are more than two (2)
#- TBHEHS A EERI - 3 - riners to a cooperative enterprise, the department in charge will be determined

AR A E A A X T E ARG TN - 128801 . j n cultation by the examination and approval authority in conjunction with
artments, except if otherwise stipulated in laws and statutory regulations.
F_E AS1EelgL
FAf RVAERL BN SRS VFREE E BT R )
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BALETFELE TSR . B SRR 8 s A\ RBOT o 7 fik e =3
(=) SR S35 M S5 R A A 5T T ot 4 7 . R B ' CHAPTER 11 — ESTABLISHMENT OF A
B BERRBLAAIEY . 1 ' COOPERATIVE ENTERPRISE

) BEEE FHARREFTEELLR . LRI The establishment of a cooperative enterprise will be subject to the

=) il DA T RGINESRE X EEW LRI AR 15 TiEs and approval of the Ministry of Foreign Trade and Economic Cooperation or
HFHFRUN, HERZMBEUPAHCEEEREXEEHR or local people’s government as authorised by the State Council.

" The department in charge of a cooperative enterprise is the department in

nent in charge of a cooperative enterprise will coordinate with and provide
ﬁ.the cooperative enterprise in handling matters related to the cooperative

Y ; : ot S :
g e & I8 J -1 Bolet) o ] ) . fisbment of a cooperative enterprise in the following circumstances will be
() g %gﬂf_ ) %ﬁ%ﬁﬂﬂm!ﬂ [ SPeAaT A 18 1y A R B S e c;aminatinn and approval of a department or local people’s government as
HAtE 2/ - ;

oy the State Council:

the total amount of investment in the cooperative enterprise is within the
subject to examination and approval of a department or local people’s
ament authorised by the State Council;

Ft&F RIGTFER. NYmREEFE R E AR CHRE T30
(—)  RLATEELAIME WS, TR EEH 19 &R
(Z) AFETLRGEIE TR RS, WX % % R
- ft A 4 i the cooperative enterprise is self-financing and does not need the State to

k=1 E é;{!lf% HREERERERENMAREZNSEE Y . & O tribute to the balance of its construction and production conditions;
s ) it is not necessary for the cooperative enterprise to obtain an export quota
Jor licence issued by the relevant State department in charge for the export of
: or, where it is necessary to obtain an export quota and/or licence but
the consent of the relevant State departments in charge has been obtained

to submission of the project proposal;

circumstances in which the establishment of a cooperative enterprise is
to examination and approval by a department or local people’s government
horised by the State Council as stipulated in laws and statutory regulations.

When establishing a cooperative enterprise, the Chinese partner will be
for submitting the following documents to the examination and approval

ect proposal for the cooperative enterprise to be established, together with the
ent of examination and consent issued by the department in charge;

sibility study report jointly prepared by the parties to the cooperative
ise, together with the document of examination and consent issued by the
ent in charge;

perative enterprise agreement, contract and articles of association signed by
Iega! representatives of the. parties to the cooperative enterprise or their
horised representatives;
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right to revoke has failed to exercise this right within one (1) year
e on which the said party knew or ought to have known of the
ﬁut of which the right to revoke arose; or

essing the right to revoke has become aware that the right to
< arisen, the said party, Fhmugh a clear declaration or by his or her
o5 the right of revocation.

IR ' are invalid or have been revoked possess no legal binding
ere a contract is invalid in part, but the invalidity of the said part does
dity of the other parts of the contract, then these other parts will still be
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2 ' contract’s invalidity, revocation or termination does not affect the

. of those clauses in the contract relating to methods of dispute resolution

ndependently.

;mE ARE 4= i declared invalid or revoked, all property obtained

A , " Afier a contract has been declared invalid or revoked, all property obtaine

N y \Ls ﬁ Im E ) '_:] E-_J E’JE{T 5 AF id contract shall be returned; where the property cannot be returned or

FATE YT YIS E 2 R Eoies said p

5§ s M EIRE R HETECHIN S  aesd to return it, compensation shall be paid on the basis of the depreciated

B - ﬁ%%ﬁfjﬁ%fﬁ}ﬂﬁmﬂ. B & IR 1 5 - BMZ 5 3w a5 e propeﬂ)v' A party that is at fault is liable to compensate the other party for its

H7 and where both parties are at fault, then each party shall bear the relevant
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Where the contract involves a malicious conspiracy, and is detrimental to
of the State, a collective or a third party, all property thereby obtained shall
of the State or shall be returned to the collective or the third person.
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BAE=F SHARHEARNEHER LS | :
m%ﬁﬁw.ﬁmFﬁﬁgzHW&”ET%ﬁ‘Wﬁ¢%%ﬁF—%:5dP -
() RBERTHI, FRETRE - (TURERT . BaEs RA
AR B IR 1t & b o A R IV — PERFORMANCE OF CONTRACTS

The parties shall perform their respective obligations in their entirety in
with the terms of their agreement.

observe the principles of honesty and trustworthiness, and shall perform all
n. assistance and confidentiality obligations, etc, in accordance with the nature
ose of the contract and in accordance with business practices.

_ After the contract comes into effect, where the parties have made no
or have not come to a clear agreement with respect to matters such as quality,
remuneration, the place of performance, etc, they may agree on additional
dealing with these matters; where the parties are unable to reach agreement on
visions, the said matters will be determined by reference to the relevant
of the contract or by reference to business practice.

e 62. Where the parties have not come to a clear agreement on a relevant issue
e contract, and it is not possible to determine the issue in accordance with the
ns of Article 61 of this Law, the following provisions shall apply:

‘Where there has been no clear agreement as to quality requirements, performance
shall be in accordance with state or industry standards; where there are no state or
\industry standards, performance shall be in accordance with usual standards or in
- accordance with special standards as appropriate given the purpose of the contract.
1IC 5-650(56)
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P B BT - k ; fees or the penalty for breach of contract, the supplier may cut off the
%—EJ‘A‘E% K HHS . EHR D &E. SHEUEH AR R eetricity in accordance with procedures stipulated by the State.
i = electricity consumer shall consume electricity safely in accordance
regulations and as agreed by the parties. Where the electricity
consume electricity safely in accordance with relevant state regulations
the parties, resulting in losses to the electricity supplier, the electricity
liable to pay compensatory damages.
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respect to contracts for the supply and consumption of water, gas and
provisions applying to contracts for the supply and consumption of

e consulted.

‘CHAPTER XI — GIFT CONTRACTS

gﬁt contract is a contract under which the donor gives its own property
out consideration, and the donee indicates its acceptance of the gift.

e donor may revoke the gift at any stage prior to the transfer of its
in the granted property.

sraph shall not apply to gift contracts for the public welfare or in
th a moral obligation, such as contracts for disaster or poverty relief, etc, or
ich have already been notarised.

QuC

Where it is necessary to complete registration and other procedures in
anted property in accordance with the law, the relevant procedures shall

Where the donor fails to deliver property granted according to gift
§ public welfare or in compliance with a moral obligation, such as
‘disaster or poverty relief, etc, or according to gift contracts which have
tarised, the donee may demand that the said property be delivered.

I

Where, as a result of a deliberate act or gross negligence on the part of the
anted property is damaged or lost, the donor shall be liable to pay
damages for the losses sustained.

There may be obligations attached to the making of a gift.

is are attached to the making of a gift, the donee shall perform these
B Where the granted property contains a defect, the donor shall not bear any
Vchilgations on the donee are attached to the making of the gift by the
‘granted property contains a defect, the donor shall, to an extent limited by
he donee’s obligations, bear the same liability as that of a seller.

1IC 5-650(182) © 2008 CCH Hong Usiness Laws - 2008 Student Edition 15-650(191)
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does not possess the properties for use that it should possess, and
indication is given of such a situation;
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<old does not conform to the quality indicated by such means as a
stion or physical sample.

a responsibility for repair, replacement or return of the producls._ or
r compensation for losses pursuant to the provisions of the preceding
ducer is liable or another seller who provided the product to the seller
'ta as the supplier) is liable, the seller shall have the right to recovery
or the supplier.

ir, replace or return the product or fails to compensate for losses
ons of paragraph 1 of this Article, the product quality supervision
dministration for industry and commerce shall order rectification of

se and sale contracts and work contracts concluded between producers,
f between producers and sellers stipulate otherwise, the parties to such
seeed pursuant to such contracts.

defect in a product causes physical injury or damage to property other
S T REfE G = e e E . W RERRBHEREE = L 0 ft 15 2 00 ~ roduct (hereinafter referred to as third party property), the producer
AR T \ compensation.

H4+=% HA&WNEEREBERAS - mAMEREN. FEAR bear liability for compensation if any of the following circumstances
EFEF BRI, har Ll P Shey S R - BT ahA s
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causing the damage did not exist when the product was put into

oduct was put into circulation, the level of science and technology at the
sufficient to detect the existence of the defect.

ere a product is defective due to a mistake made by the seller and such
injury or damage to third party property, the seller shall bear
tion.

le to identify the producer of a defective product and is also unable to
thereof, the seller shall bear liability for compensation.

fect in a product causes physical injury or damage to third party
which was injured or incurred damage may claim compensation
or may claim compensation against the seller. If the producer of the
compensation is made by the seller of the product, the seller of the
the right of recovery against the producer of the product; if the seller
le and compensation is made by the producer of the product, the
t shall have the right of recovery against the seller of the product.

defect in a product causes physical injury to the injured party, the

i compensate for expenses such as medical expenses, nursing costs for
ent and loss of income due to absence from work; where a defect

fIC 16-635(41) © 2008 CCH Hong K8 RESs Laws - 2008 Student Edition 1116-635(44)
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e

equipment, parts and other materials imported by the joint venture with
hanital under the approval of the examination and approval authority,
vich China cannot guarantee production and supply:
als, auxiliary materials, components, parts and packaging materials
the joint venture for production of export goods.
id or added according to regulations when the above-mentioned duty-
s approved for sale inside China or used for the production of items to be

e domestic market.

ept for those export items restricted by the State, taxes on cxport
int venture shall be reduced, exempted or refunded in accordance with the

jons of the Chinese tax law.

85 11 matters concerning foreign exchange for joint ventures shall be handled
w the Rules of the People’s Republic of China on Foreign Exchange Control
svisions of administrative measures.

‘With a business licence, a joint venture may open foreign exchange
"Renminbi accounts with banks inside China. The bank handling the
“ioint venture shall exercise supervision of receipts and expenditures.

A joint venture shall obtain permission from the State Administration of
ge or one of its branches to open a foreign exchange deposit account with

or one in Hong Kong or Macao, and report to the State Administration
"Exchange or one of its branches its foreign exchange receipts and
and provide account balance sheets.

Branches and divisions set up by a joint venture in foreign countries or in
Macao shall submit its annual statement of assets and liabilities and annual
to the State Administration of Foreign Exchange or one of its branches

joint venture.

A joint venture may, in accordance with its operation needs, apply to a
fitution inside China for foreign exchange loans and Renminbi loans. It may
y foreign exchange from banks abroad or in Hong Kong or Macao in
with the relevant provisions of the State, and carry out procedures for
filing for record with the State Administration of Foreign Exchange or one

" After foreign staff and workers and staff and workers from Hong Kong and
paid income tax on their salaries and other legitimate incomes in accordance
, they may remit outside China the remaining foreign exchange after
their living expenses in China, in accordance with relevant provisions of the

9IC 6-550(62) © 2008 CCH Hong Business Laws - 2008 Student Edition 116-550(68)
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jes shall announce information on restructuring, solicit foreign
investigate the qualifications, reputation, financial status,
'capabilities. payment security, quality of business administrators,
) investors. Priority shall be given to selection of mid- and long-term
5 can introduce advanced technology and management experience and
ely associated with the industry.

ies and foreign investors shall provide relevant, accurate and
rmation reasonably requested by the other party and shall not breach
ty or engage in misleading or fraudulent acts.
ing parties shall give priority to open bidding for selection of foreign
and transfer prices for restructuring through transfer of State-owned
ts or sale of assets. Transfer via open bidding shall comply with
ormalities in accordance with laws and relevant information on the
transfer of State-owned property rights or sale of assets shall be
Negotiated transfer shall be conducted in a transparent manner.

wrties and foreign investors shall enter into transfer agreements in
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L zu;_%mibf 51 i FIE P [ PR SC i B Q property rights, personnel deployment plan, settlement of creditors” rights
FanskiSHTS SEE) B E (UFEH T %8 O efer ratio, transfer price, payment method and terms, delivery items and

BEMpLESESE) - AEMAY (B EERRE

) YT RIS H % S - e

isation of foreign investment for restructuring of State-owned enterprises
od in accordance with the following procedures:

ing party (2 or more restructuring parties shall be consolidated into
ing party) shall submit a restructuring application to the counterpart
economics administrative authorities. The application shall be supported
feasibility study report, background information on the restructuring party,
uring enterprise and foreign investor (including financial reports for the last
audited by a certified accountant and information on market share of the
or services of enterprises controlled by the foreign investor in the same
try), a restructuring plan (including personnel deployment plan, settlement of
tors’ rights and debts and enterprise restructuring) and documents on the scope
iness and shareholding structure of the restructuring enterprise (including
ises with direct or indirect shareholding by the restructuring enterprise).

© 2008 CCH Hong Kong & 8 Business Laws - 2008 Student Edition 1113-440CD(9)
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B owned Property Rights in Enterprises 0
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K 5% - l Bl 5 inviting transferees, the transferor may set necessary conditions for
§ 1_}\?% Bit ﬁ SNE R ﬁ % KSR - 81 I B ?2:1 12 the 1:ransfar-:fﬁ’s qualifications, commercial credit standing,
%ﬁ&ﬁ%r?gg{‘gﬁéﬁéjg@%gﬁiﬁ‘ﬂlﬁfr‘ﬂﬁiﬁﬁé‘ hperations; financial status, management capacity and scale of assets.
b &ﬂ#ﬁ %f;tﬁiﬁ-,?\u l il .. y shall meet the following criteria:
iﬁﬁﬁi¢ﬁ$WE¢%ﬁ%ﬂmiiﬁﬁﬁﬁﬁ%ﬁ%ﬁ%ﬁ
ﬂﬁﬁﬂﬁ%%tﬁ%@ﬁﬁﬁ%-@ﬁ&ﬁi¢$k&%ﬂ@&;
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eoror shall commission the property rights transaction organisation
rights transfer announcement in public distributed economic and
and magazines of provincial level and above and on the
disclose information on the transfer of State-owned property
: and invite transferees. The period of public announcement for a
. shall be 20 working days.
.d by the transferor in respect of a transfer of State-owned property
shall include the following content:

! about the subject of transfer;

composition of the property rights of the subject enterprise;

decision making and approvals in relation to the transfer of

on the main audited financial indicators of the subject enterprise;

rification or record-filing of the subject enterprise;
a to be met by the transferee; and

required to be disclosed.

position and solvent;

ial credit standing;

‘ransferee is a natural person, he/she shall have full civil capacity; and
stipulated by State laws and administrative regulations.

e the transferee is a legal person, a natural person or an organisation

Hong Kong Special Administrative Zone, Macau Special Administrative
an, the acquisition of State-owned property rights in enterprises shall
e provisions of the Regulations on Foreign Investment Guidelines
the State Council and other relevant regulations.

n the event of two or more candidates answering the invitation for
¢ transferor and the property rights transfer organisation shall discuss the
ganising the property rights transaction either by auction or by tender,
e specific circumstances of the subject transfer.

ansfers of State-owned property rights in enterprises shall be organised and
ccordance with the Auction Law of the People’s Republic of China and
ons.

sfers of State-owned property rights in enterprises shall be organised and
accordance with relevant State regulations.

1IC 13-640(14 b .
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isors or a supervisor (in the case of companies which have not
board of supervisors) may conduct investigation upon discovering
in the business operations and may appoint an accounting firm etc to
R AR " . yestigation if necessary; such expenses shall be borne by the company.
iié%ﬂ%ﬁﬂmﬁ&%ﬁ1%$&ﬁﬂEW%-E@ﬂ%&ﬂ%
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The board of supervisors shall convene at least one meeting every year; a
y propose to convene an ad hoc meeting of the board of supervisors.

srocedures and voting procedures of a board of supervisors shall be stipulated
H. Jes of association of the company, unless otherwise provided in this Law.
th, f a board of supervisors shall be passed by a simple majority of votes. The

g i = IN= nervi shall record minutes of meeting and the supervisors present at the
§£+ﬁj_—)\2r&iﬁfkﬁﬁ‘gﬁ ﬁéﬁﬁ E.l Hﬁﬁ%“ﬂ ggsI?rusn the minutes of meeting.
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Expenscs incurred by a board of supervisors or a supervisor (in the case of
‘which have not established a board of supervisors) in exercising their duties
all be borne by the company.

a3 — Special Provisions on One-person Limited
Liability Companies

The provisions of this Section shall apply to the establishment and
of one-person limited liability companies. Where there is no provision in this

é i e provisions of Sections | and 2 of this Chapter shall apply.

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

The minimum registered capital of one-person limited liability companies
3100,000. The shareholders shall make a one-off capital contribution in
with the provisions of the articles of association of the company.

FIFRGERE. R4 BEEA. FhRESEEESETFAA].
BAT=% —AERFEATRNYEST SHHEELTRE L
1A G o SOl EATIN S EE S FEEE T I ail
FATEE - AGEITHEL T8 E T G2 f0 P kT
5 R AT g%%gﬁﬁ%;émi RANBEIERA 22 Bl P oA Tk A B

| person shall invest in a one-person limited liability company only. Such a one-
mited liability company shall not invest in the setting up of a new one-person
bility company.

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

The articles of association of one-person limited liability companies shall
ted by the shareholder.

One-person limited liability companies are not required to establish a board
lders. The shareholder shall put decisions stipulated in Article 38(1) in writing
such documents in the company after signing.

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

64. A shareholder of a one-person limited liability company who is unable to
: the company’s assets are independent of the shareholder’s personal assets shall
it liability for the company’s debt.

C 13- - ,
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| Where an investor which has attained a 30% shareholding in a listed
ding on a stock exchange or holds 30% of the issued share

securities tra
d company as a joint shareholder through an agreement Of other

=N+ AE ESIEETRRESLS, REENAS 3
%MAEﬁ%ﬁf?Lﬁﬁﬂaﬁrmﬁg%ﬂgfgﬁﬁ%"I
oy VSl Ty L I RS

+

g\] L]
S PAR— kv L R : continues 10 acquire shares in the listed company, the investor shall make
%gég%gﬁgﬁggjéi&@ B HLIE . ﬁjﬂﬁ‘i}ﬁ!]}ﬁﬁ:\% 4 sgmgholders of the listed company in accordance with the provisions of the
). e AR EE B T - = plete of partial acquisition of shares of the listed company.

al acquisition of a listed company shall state that in the event that the

undertaken to be sold by the shareholders of the company exceeds the

. the offeror shall make an acquisition based on

SN AE  RIENTSME R MR Y
PEAFIRE i Al s #ﬁﬁﬁ%’ﬁﬁg%{'f WITE S E i

(—) A CPNIDEA S e
(=) Wt AT HIERIBRIE ;
(=) Bl i a]ais

ares

wber of shares [0 be acquired

on offer in accordance with the
report which states the

- An offeror who makes an acquisiti
e preceding article shall submit an acquisition

() WgEm
(f) qii@ﬂ%{ﬁ&{]ﬁﬁgﬂjgﬁ:ﬂﬁith#}ﬂﬁﬁﬁﬁ: mation to the securities regulatory quthorities of the State Council in
(%) ORI - WUt 3

f . and addiess of the offeror;

(1) IR R 2 & IR

; (V) s b RO RS A B A F

: Aok 3 A S A - ki
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sioy ol the offeror on the acquisition;

of acquisition;

of the shares to be acquired and the proposed number of shares to be

od and offer price;
t of funds required for the acquisition and funding assurance; and

sercentage of shareholding in the issued share capital of the target company at
e of submission of the acquisition report.

I submit the acquisition report to the stock exchange simultaneously.

ounce the acquisition offer within 15 days from
the acquisition report in accordance with the provisions of the preceding
thorities of the State Council discover during the

securities regulatory au
d that the acquisition report does not comply with the provisions of the
ministrative regulations, it shall inform the offeror promptly and the offeror

ance the acquisition offer.

“The offeror shall ann

for an acquisition offer shall not be less than 30 days and shall not

The offeror shall not retract the acquisition offer during the period of
pecified in the acquisition offer. Where a change to the acquisition offer is
offeror shall submit a report to the securities regulatory authorities of the
. and the stock exchange to obtain prior approval and make an
upon obtaining the approval.

. ':' terms of an acquisition offer shall apply to all sharcholders of the target
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The illegal income of securities companies which buy and sell securities
ients or provide financing or securities lending services to their clients shall be
.- the relevant business operations or relevant business permit(s) shall be
'nd a fine of not more than the equivalent value of the illegal financing and
lending shall be imposed. The person-in-charge and other personnel who are
ccountable shall be issued a warning, have their professional qualifications or
ent qualifications for the securities industry revoked and be subject to a fine
1 RMB30,000 to RMB300,000.

) Persons who disrupt the order of the securities market in violation of the
of Article 78(1) and (3) shall be ordered by the securities regulatory authorities
ection and the illegal income shall be confiscated; a fine ranging from one to
f the amount of illegal income shall be imposed: where there is no illegal
or the amount of illegal income is below RMB30,000, a fine ranging from
100 to RMB200,000 shall be imposed.

7. Persafis, who make fraudulent representation or provide misleading
on in segmities transactions in violation of the provisions of Article 78(2) shall
d to n‘akie-correction and a fine ranging from RMB30,000 to RMB200,000 shall
»d. -yhere the person is a civil servant, administrative punishment shall be

Al

qecordance with the provisions of the law.

Legal persons who open accounts in the name of others or use the accounts
to buy and sell securities in violation of the provisions of this Law shall be
o make correction and the illegal income shall be confiscated: a fine ranging
to five times of the amount of illegal income shall be imposed; where there is no
gome or the amount of illegal income is below RMB30,000, a fine ranging from
000 to RMB300,000 shall be imposed. The person-in-charge or other personnel
directly accountable shall be issued a warning and be subject to a fine ranging
RMB30,000 to RMB100,000.

companies which provide their accounts or the securities trading accounts of
be subject to punishment in accordance with the provisions of the aforesaid
in addition, the person-in-charge and other personnel who are directly
shall have their professional qualifications or employment qualifications for
industry revoked.

. Securities companies which engage in self-operated securities business in
i€ of others or in the name of individuals in violation of the provisions of this Law
red to make correction; the illegal income shall be confiscated and a fine
m one to five times of the amount of illegal income shall be imposed; where
egal income or the amount of illegal income is below RMB300,000, a fine
m RMB300,000 to RMB600,000 shall be imposed; where the case is serious,
tated securities business permit may be suspended or revoked. The person-in-
Other personnel who are directly accountable shall be issued a warning, have
onal qualifications or employment qualifications for the securities industry
d be subject to a fine ranging from RMB30,000 to RMB100,000.

IC 8-699(205) © 2008 CCH Hong! Business Laws - 2008 Student Edition 118-699(209)
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for issuance of shares is rejected, the issuer may
s after six months from the date of rejection
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g%@%%ém ij“_j%% 8180 4 4 s P8 T EHIE %%Eﬂﬁﬁﬁﬂi# ] shall ensure that the contents of the pre-disclose
mﬁﬁf‘-]lﬂiﬁﬁf ggirﬁi\gg? L L IESACBAT - RIEA T on) are trug, aceurate and complete.

L 60. The pre-disclosed prospectus (draft for s
for issuance of securities by an issuer and shall not contain pric
shall not issue securities on such basis.
shall insert a statement at a prominent location of the pre-disclosed prospectus
r submission) that: “Our application for issuance has yet 10 be approved by the
This prospectus (draft for submission) does not constitute legal validity for
e of securities and is for advance disclosure purpose only. Investors should base
tment decision on the full text of the prospectus to be announced officially.”
161, An issuer shall, prior 10 the issuance, publish the prospectus summary on at
e newspaper designated by the CSRC and simultaneously publish the full text of
ectus on the websites designated by the CSRC and place the full text of the

at the address of the issuer, the proposed stock exchange of listing, the
Sor, lead underwriter and other underwriters for public inspection.

Where an applicat'ian
' application for issuance of share

the CSRC.

Chapter IV — Information Disclosure

. An issuer shall prepare and disclose a prospectus in accordance with the
~visions of the CSRC.

B The guidelines for contents and format of prospectus shall be the minimum

ats for information disclosure. Regardless if the guidelines contain specific
all information which has a significant impact on the investment decision of

shall be disclosed.

and all of its directors, supervisors and senior management
affix seal on the prospectus, ensure that the contents of the

< are true, agcurate and complete. The sponsor and its sponsor representative

the trutkfulness, accuracy and completeness of the prospectus and sign and

on the {erfication opinion.

The financial statements cited in the prospectus shall be valid up to siX

am e latest cut-off date. Under special circumstances, an issuer may apply for

‘opriate extension which shall not exceed one month. The cut-off dates for

“tatements shall be year-end, half-year-end or quarter-end.

shall be valid for six months, with effect from the last date of

the prospectus prior to the CSRC’s approval of issuance of shares.

Upon acceptance of application documents and prior to examination by the
xamination commission, an issuer shall pre-disclose the prospectus (draft for
on) on the CSRC website {www.csrc.gnv.cn). An issuer may publish the
(draft for submission) on the company website, provided that the disclosure
< shall be fully consistent and such disclosure shall not be prior to the disclosure

RC website.

An issuer

A prospectus

and all of its directors, Supervisors and senior management
d prospectus (draft for

ubmission) is not an official
¢ information;

1113-700(61)
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(—) Tﬂlﬁif}ﬁ ﬁ"‘]-{kfﬁ wiEam (&) . (LR, %L—Eﬁ‘_ be basic information of the parties to the agreement such as their name and
- HEE dress, as well as, the name, designation and nationality of the legal

(=) ﬂ@kﬂzﬂiiliﬂ@i’éﬁﬂﬁiﬁﬁﬁﬁfﬁﬁ: gresentatives etc;

(=) thivdsTmE . BiTa =, ight to purchase shares, the amount to be acquired and the price of equity in a
(1) s FAAR] . 2% ription of additional capital;

(F1) BB 4y E’E&E : period and method of performance of the agreement;

(%) S agetHE e rights and obligations of the parties to the agreement;

—4=% ?F@&ﬁ%iﬂ!‘“ﬂ"ﬂ@ﬁ’] T’lﬁ%ﬁrﬁﬂhﬂ& T efault liability and dispute resolution mechanism; and
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time and venue of execution of the agreement.

Pursuant to the total investment amount of the foreign investment enterprise
y the mergers and acquisitions, the type of enterprise and the industry where
emprise operates in and pursuant to the provisions in laws, administrative
and rules on establishment of foreign investment enterprises, the following
shall be submitted to the examination and approval authorities of
g scope.for examination and approval, when foreign investor(s) engage in
and atcquisitions of assets:

luticn’ passed by either the holder of the property rights of the domestic
cise or the relevant authority on the disposal of assets;

HiE %;ppplicatinn form for the establishment of a foreign investment enterprise;
(£) SOTERAEEIAENEE BT 14 S UHERA S s L ERE S be contract and articles of association of the foreign investment enterprise
B osed to be established;

(J\) SN ER L&

(h) AHEE=% FHUE- FHOFERIBRNE

. BRI EW T EEEN LT~ o R HAbEE R
S BEF AT SO R —F R

S R A B s P £ e B UL & h#&ﬁ&ﬁ%ﬁﬁﬁﬁ
FER el RS 2 Hi I@Mﬁﬁ?ﬁ@%ﬁéﬁ

. Eo+mE  BHUWKHMNALEH EER ST ERENS

asset acquisition agreement entered into between the foreign investment
e proposed to be established and the domestic enterprise, or an asset
isition agreement entered into between the foreign investor(s) and the domestic

he articles of association and business licence (duplicate copy) of the acquired
ic enterprise;

pof of notice and public announcement of the acquired domestic enterprise to
ditors and an explanation of whether the creditors have raised any objections;

arised and duly authenticated identity document or commencement of business
relevant creditworthiness documents of the investor(s);

deployment plan of the acquired domestic enterprise; and

iy other documents stipulated in Article 13, Article 14 and Article 15.
 dcquisition of assets of a domestic enterprise for business use pursuant to the
of the preceding paragraph involves permits granted by other relevant
departments, the relevant permit documents shall be jointly submitted.
assets of domestic enterprises are acquired by foreign investors through a
acquisition and the investment of such assets is for the establishment of

ent enterprises, such assets shall not be used for commencement of
ties prior to the establishment of such foreign investment enterprises.

Any asset acquisition agreement shall be governed by China laws and shall
e following main contents:

fiIC 13-625(23) © 2008 CCH Hol Business Laws - 2008 Student Edition 113-625(24)
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thts to construction land use created by way of allocation shall be strictly limited.
P the allocation method is adopted, the provisions of laws and administrative

ons on land use must be complied.

Je 138 Where rights to construction land use is created by way of assignment
Jh invitation to tender, auction and agreement, the parties concerned shall conclude

Sntten construction land use rights assignment contract.
construction land use rights assignment contract shall, generally, include the following

e
T

(lg) =+ 1% .
(%) fﬁ%@é {1) name and address of the parties concerned;

@) land boundaries and land size:
3) area occupied by buildings, structures and aunxiliary facilities;

(73) HitEFRARHIIHR.
(£) BRFUHHE.

F—B=TAR RUEIRFMERNN, N - {) land use;
Fid . BT E RS IO g %ﬁﬁimgfgg%g%jﬁggﬁ | .-;l term of use;

15 F {5 P ASATE 5 -

D T T ,
S TR, S R T

(6) assignment f=estand other expenses and their terms of payment; and
(7) method of dispute resolution.
F-HO+—F HEiZH s 4 . 3 9 irticte 139\ Iegistration of the rights to construction land use must be completed with
FH - R A‘Eémﬂﬁ&fﬁﬂﬁu&ém%ﬁf he registration authority for rights to construction land use to be created. Rights to
ET—Em+— LB S ik o - <Won land use shall be created at the time of registration. The registration
ﬂﬁgéi‘gﬁ? iﬁ[ﬁﬁ%ﬁf ﬂ%aﬁ ;é%?ﬁﬁﬁg}%%%b 509 1 ELH R i AR aharity shall issue a certificate of rights to construction land use to the rights holder.
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Article 141  The holder of rights to construction land use shall pay for assignment fees
nd other expenses pursuant to the provisions of the law and the contract.

Article 142 Unless there is evidence to the contrary, the ownership to buildings,

fructures and auxiliary facilities constructed by a holder of rights to construction land

mse shall belong to the holder of rights to construction land use.

Article 143  Unless the law provides to the contrary, a holder of rights to construction

and use shall have the right to transfer, exchange, contribute as capital, donate or

mortgage the rights to construction land use.

icle 144 A written contract must be concluded by the parties for any transfer,

#xchange, contribution as capital, donation or mortgage of the rights to construction land

ise. The term of use shall be agreed between the parties concerned but shall not exceed

the remaining term of the rights to construction land use.

Article 145 Change registration formalities must be completed with the registration

authority for any transfer, exchange, contribution as capital or donation of the rights to

tonstruction land use.

Article 146 Where rights to construction land use is transferred, exchanged, contributed
capital or donated, the buildings, structures and auxiliary facilities attached to the land

hall also be disposed of simultaneously.
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