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I

Chapter I: General Provisions

•: The Company Law of the People's Republic of China (hereinafter referred to as the "Law")has

been enacted, in order to stmadardize the organization and activities of companies, protect the lawful rights

and :interests of companies, shareholders and creditors, safbguard the social and economic order and

promote the development of the socialist market economy.

••: For the purposes of the Law, the term "companies" refers to limited liability companies and

companies limited by shares established within the territol•" of China pursuant to the Law.

•:o•: A company is an enterprise legal person, .•'yi!:!.i.•';!?....has independent corporate property and enjoys

corporate property rights. A company shall be liable for its debts to the extent of all of its property.

A shareholder of a limited liability company shall be liable for the company to the extent of the capital

contribution it subscribes. A shareholder of a company limited by Sh.ares shall be liable t'or the company to

the extent of the shares it subscribes.

••: The shareholders of a company shall enjoy such rights as return on assets, participation in major

decision-making mid selection of managers according to the law.

•...i"• When engaging in business activities, a company shall abide by laws and administrative••:
regulations, observe social morality mad business ethics, act in good faith, accept supervision by the

government and the public, and bear social responsibilities.

The 1.awt\fl rights and interests of companies shall be protected by law and shall, not be infringed upon.

•: To establish a company, an application, for registration of establishment shall be filed with the

company registration authority according to the law. If the conditions of establishment specified herein are

met, the applicant shall be registered by the company registration authority as a limited liability compmay or
a company limited by shares. If the conditions for establishment specified herein ,•'e not met, it may not be

registered as a limited liability company or a company limited by shares.

If laws or administrative regulations provide that the establishment of a company :is sul!iect to approval,

approval procedures shall be can'ied out according to the law prior to the company's registration.

"['he public may apply to the company registration authority for inquiring the registered particulars of a

company, and the company registration authority shall make such inquiry available.

Article 7: A company established according to the law Shall be issued a company business license by the

company registration authority. The date of issue of the company business license shall be that of

establishment of the company.

,['he company business license shall contain the name, address, registered capital, scope of business and the

name of the legal representative of the company.
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In the event of any change to any item recorded in the company business license, the company shall carry
out change registration formalities and. a new business license shall be renewed by the company registration
authority.

•: The name of a limited liability company established in. accordance with the I,aw shaH contain the
words "limited liability company" or "company limited".

The name of a company limited by shares established in accordance with the Law shall contain the words
"company li:m:ited by shares" or "joint stock¯ company".

•• lf a limited liability company intends to be converted .into a company limited by shares, the
conditions with respect to companies limited by shares set forth herein shall be satisfied. Ifa company
limited by shares intends to be converted into a limited liability company, the conditions with respect to

limited liability companies set tbrth herein shall be met.

If a limited liability company is converted into a company limited by shares, or if a company limited by

shares is converted into a limited liab:ility company, the claims m•d debts of the company that have arisen.
prior to the conversion shall be succeeded to by the company after the conversion.

••: The domicile of a company shall be the place where its principal ott]ce is ¯located.

•!i:.!}i: TO establish a company, the articles of association shall be £brmulated according to the law. a
company's articles of associati.on shall be ¯binding upon the company, shareholders, directors, supervisors

and senior ofHcers.

•: The scope of business of a company shall be specified in the articles of association of the
company and shall be :registered according to the law. A company may amend its articles of association and
change the scope of business, provided that it shall cant out change registration.

Ifaw item in the scope of business of a company is subject to approval as required¯ by laws or
administrative regulations, such i.tem shall be approved according to the law.

•: The chairman of the board, the executive director or the manager of the company shall act as the
legal representative of a company pursuant to the articles of association of the company and the stone shall
be :registered according to the law. In the event of any change in the legal representative of the company,
•brmalities shall be can'ied out for registration change.

••: A company may establish branches. To establish a branch, application shall be made to the
company registration authority for registration and a business license shall be obtained. A branch does not

have the stares of a legal person and its civil liability shall be borne by the company.

A company may establish, subsidiaries. A subsidiary has the status of a legal ¯person and independently bears
civil liability according to the law.
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•{•••: A company may invest in. other enterprises, provided that i.t may :not become an investor that
bears joint and several liability for the debts of the enterprise in which it invests, unless otherwise provided
by law.

•.,•. If a company in.vests in mlother enterprise or provides security for another party, a resolution
shall be adopted by the board of directors or by the board of shareholders or general meeting according to

the provisions of the articles of association of the compaw. Ifthe articles of association of the company

have specified, a limit on the total amount of investment or security and the amount of a single investment or
security, the specified limit may not be exceeded.

lf a company provides security fo:r a shareholde:r or the de f:acto controlle:r of the company, a resolution of
the board of shareholders or general meeting shall be passed.

Any shareholder set tbrth in the preceding paragraph or controlled by a de facto controller set forth in the
preceding paragraph may not participate in voting on any resolution specified in the preceding paragraph.
Such resolution shall be adopted by the other shareholders that are present at the meeting and represent

more t.h•m .half of the voting rights.

••: A company shall.protect the lawfhl rights and i:nterests ofits employees, and enter into labor
contracts with its employees, contribute social insurance premiums, strengthen labor protection and ensure
production safbty according to the law.

A co:mpany shall use various methods to strengthen the vocational, education and on-the-job training of its
employees in order to improve their capabilities.

•: The employees of a company shall organize a labor union and conduct labor union activities in

accordance with the Labor Union Law of the People's Republic of China to protect the lawful rights and

interests of the employees. The company shall provide its labor union with conditions necessary fbr
conducting its activities. The labor union of the company shall enter :into collective contracts on behalf of
the employees with the compmay with respect to such matters as labor remuneration, working hours, welfare,

insurance and labor safety and health, of the employees according to the law.

A company shaH imple:ment democrat:ic management through the employees' represe:ntative congress or
other channels in accordance with the provisions of the Constitution and relevant laws.

When a company discusses and decides on restructming and major issues concerning its business operation

or fbmmlates major rules, regulations and policies, it shall solicit opinions fi'om the labor union of the
company, as well as opinions and suggestions from its employees through the employees' representative

congress or other channels.

••: In a company, an organization of the Communist l?arty of China shall be established to carry out

the activities of the part}, in accordance with the charter of the Communist Party of China. The company

shall provide the necessary conditions for the activities of the party organization.



••: The shareholders of a company shall abide by laws, administrative regulations and the articles of
association of the company and exercise shareholder's rights according to the law, and may not abuse
shareholder's rights to harm the interests of the company or other shareholders, or abuse the :independent

status of the company legal person and the limited liability of shareholders to hm-m the interests of the
creditors of the company.

Ifa sha:reholder of the company abuses its shareholder's rights: thereby causing losses to the company or
other shareholders, the shareholder shall be liable for compensation according to the law.

Ifa shareholder of the company abuses the independent status of the company legal person and the limited
liability of Shareholders to evade debts and seriously harms the interests ol: the creditors of the company, i:t
shall bear joint and several liability for the debts of the company.

••: The controlling shareholder, de facto controller, directors, supervisors and senior officers of a
company may not use their affiliation to harm the interests of the company.

Anyone that violates the provisions of the preceding paragraph and causes losses to the company shall be
liable for compensation.

•: A resolution of the booa'd of shareholders or general meeting or the board of directors of a
company shall be void if its contents are ill violation of laws or admi:nistrative regulations.

If the procedure for convening tlhe board of shareholders or general, meeting or tlle meeting of the board, of
directors, or the method of voting violates laws, administrative regulations or the articles of association of
the company, or if the conlents of a resolution violate the articles of association of the company, a
shareholder may, within 60 days of the adoption of the resolution, petition to a people's court t!or
cancellation of resolution.

If the shareholder institutes proceed:ings pursuant to the precedi:ng paragraph, th.e people's court may, at the
request of the company, require the shareholder to provide a corresponding security.

If the company has carried out change registration in accordance with the resolution of the board of
Shareholders or general meeting or the board of directors, the compmay shall apply to the company
registration authority for cancellation of the change registration, after the people's court declares the

resolution invalid or cancels the resolution.

Chapter II: Establishment and Organizational Structure of Limited Liability Companies

Section t: Establishment

•: The following conditions shall be fhlfilled for the establishment of a limited liability company:

(ill) the number of shareholders contbrms to the statutory nmnber;

(H) the capital contribution, subscribed by subscribed by all shareholders :is consistent with that

prescribed in the articles of association;
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(III)

(!v)

(v)

the shareholders have jointly i'ormulated the company's articles of association;

the compaw has a name and an organizational structure established :in confbrmity with the
requirements for limited liability companies; and

the compaw has a domicile.
:.• •..:....:•:::• ...•N

..........••: A limited liability company shall be invested in and. established by no more than 50

shareholders.

••: The articles of association of limited liability compm•i.es shall specify the following particulars:

(l) the name and domicile ofth.e company;

(H) the business scope of the company;

(IH) the registered capital of the company;

(IV) the names and domiciles of the shareholders;

(V) the method, amount and tilne of capital contribmion by the shareholders;

(V[) the organization of the company and its methods of establishment, functions and powers, mid rules

of procedure;

(.VII) the legal representative ofthe company; and

(VIli) other matters that the shareholders deem necessary to be specified.

Shareholders shall sign and affix their seals on the company's articles of association.

••: The registered capital of a limited liability company shall be the capital contributions subscribed

by all shareholders as registered with the company registration authority.

Where laws, administrative regulations and the decisions of the State Council stipulate the actual paid

registered capital and another amount on the minimum registered capital of a limited liability company,

such stipulations shall prevail.

•: Shareholders may make capital conIribution in. currency or in non-currency property that may be

valued in currency and transferable according to the law such as physical objects, intellectual property and
land use rights, except for property that may not be used as capital contribution according to the laws or
administrative regulations.

Non-currency property contributed as capital shall be valued and verified, mid shall not be over-valued or
under-valued. Where laws or administrative regulations have provisions on valuation, such provisions shall
prevail.
¯?:...W•-.,••: Each shareholder shall make the capital contribution .it subscribes as specified in the articles of

association of the company on time and in full. Ifa shareholder makes .its capital contribution in currency, i.t
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slhall deposit the full amount of capital contribution in currency in a bmlk account opened by the limited
liability company with a bank. If capital contribution is made in non-currency property, the trmasfer
pl"ocedures for the propem,: rights therein shall be handled according to the law.

lf a shareholder fails to make capital contribution in. accordance with the preceding paragraph , it slhall, in
addition to making capital contribution in full to the compaw, be liable for breach of contract to the
shareholders that have made their capital contributions o.n time and. in full.

•: After the Shareholders subscribed the capital contribution in full as prescribed in the articles of
association, a representative designated by all shareholders or an agent jointly appointed, by them shall
submit a company registration application and documents such. as the company's articles of association to
the company registration, authority to apply for registration of establishment.

••: If• after establisl'maent of a limited liability company, the actual vtflue of the non-cun'ency
property contributed as capital for the establishment of the compaaly is found markedly lower than the value
as set forth in the articles of association of the company, the shareholder making such contribution shall
make up for the difference. The other shareholders as at the time of the company's establishment shall bear
joint and several, liability for such difference.

••: A limited liability company shall issue capital contribution certificates to its shareholders after it
is established.

The capital contribution certificate shall speci.t•¢ file fbllowing particulars:

(i)

(ii)

(Ill)

the name of the company;

the date of establishment of the company;

the registered capital of the company;

the name of the shareholder, the amount of its capital contribution made and the date of capital
contribution; and

(V) the serial number and date of issuance of the capital contribution certificate.

The capital contribution certificate shall be affixed with the seal of the company.

•: A limited liability compmly shall establish a register of shareholders to record the following
items:

(!) the names and. domiciles of the shareholders;

(H) the amounts of capital contribution, of the shareholders; and

(I[I) the serial numbers of file capital verification certificates.

The shareholders on the register of shareh.olders may claim and exercise shareh.older's rights on the basis of
the register of shareholders.



The company shall register the names of its shareholders with the company registration attthority. If tlaere is
a change in the registered items, change registration shall be carried out. Anyone that fails to complete
registration or change registration may not resist the claims of a third person..

•: Shareh.olders shall have the right to examine and reproduce the articles of association of the
company, the minutes of the board of shareholders, the resolutions of the meetings of the board of directors,
the resohttions of the meetings of the bo•d of supervisors and. the financial and accounting reports.

Shm'eholders may request to examine the account books of the company. If a Shareholder requ.ests to

examine the account books of the compm•y, it shall make a written request to the company stating the
purpose thereof. If the company has reasonable basis to believe that the purpose of the examination of th.e
account books by the shareholder is improper and that such examination may harm the law[hl rights and.
interests of the company, the company may refuse to make the books for examination available, and slhall
reply to the shareholder in writing and state the reason for the refusal widlin 15 days of the v•aitten request

of the shareholder. Ifth.e company retilses to provide the account books for examination, the slhareholder
may petition to the people's court for provision of the account books by the company.

•: A shareholder shall receive dividends in proportion to its paid-up capital contribution. When the
company increases :its capital, the shareholder shall have the priority right to subscribe tbr capital
contribution in proportion to its paid-up capital contribution, except where all shareholders agree not to

receive dividends in proportion to the paid-up capital contribution, or not to exercise priority right to

subscribe •br capital contribution in propomion to the paid-up capital contribution.

•: Afl:er a company is established, its shareholders may not withdraw their capital contribution.

Section 2: Organizational Structure

•: The board of shareholders of a limited liability company shall be composed of all the
shm'eholders. The board of shareholders shall be the org•a of authority of the company and shall exerc:ise its
functions mad powers pursuant to the Law'.

•.," The board of shareholders shall exercise the following functions and powers:

(l) to decide on the business policies and investment plans of the company;

(Ii)

(i.ii)

to elect mad replace directors and supervisors that are not appointed from representatives of staff
and workers, and to decide o:n matters concerning the remuneration of directors and supervisors;

to consider and approve reports of the bom'd of directors;

(IV) to consider ma.d approve reports of the board of supervisors or supervisors;

(V) to consider and approve the company's proposed annual financial budgets and final, accounts;

(VI) to consider and approve the comp•my's profit distribution plans and plans for making up losses;

(Wl) to pass resolutions on the increase or reduction of the company's registered capital;
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(VIII) to pass resolutions on the issuance of corporate bonds;

(IX) to pass resolutions on matters such as the merge:r, division, dissolution, liquidation or change of the
corporate form of the company;

(X) to amend the articles of association of the company; and

(XI) other functions and powers specified in the articles of association of the company.

If the shareholders unanimously express consent to the matters set: out in the preceding paragraph in writing,
the decision may be made, without convening of the board of shareholders, directly with. a document of the
decision bearing the signatures and seals of all shareholders.

•: The :first general meeting shall be convened and presided over by the sh•u'eholder that made the
largest capital contribution, and shall exercise its functions and powers pursuant to the prov:isions hereof:

•'.••: General meetings shall be divided into regular meet:ings and extrao:rdinary meet:ings.

Regular meetings shall be convened on time in accordance with the articles of association of the company.
An extraordinary meeting shall be convened if it is proposed by shareholders representing one tenth or more
of the voting rights, or by one third or more of the directors or the board of supervisors or, in the case of a
company without a board of supervisors, the supervisor(s).

•: If a limited liability company has established a board of directors, the general meeting shall be
co:nvened by the board of directors ,and presided over by the chai:rman of the bom'd. If the chai:maan of the
board is unable to or does not perform his duty, the meeting shall be presided over by the vice-chairman of
the board, lfthe vice-chairmma of the board is unable to or does not pe:rform his duty, the meeting shall[ be
presided over by a director jointly designated by more than half of the directors.

Ifa limited liability company has no board of directors, the general meeting shall be convened mad presided
over by the executive director(s).

If the board of directors or the executive director(s) cannot or do not perform the duty of convening the
general meeting, the meeting shaU be convened and presided over by the board of supervisors or, in the case
of a company w:ithout a board of supervisors, the superv:isor(s). If the board of supervisors or the
supervisors do not convene and preside over the meeting, the meeting may be convened and presided by the
shareholders representing one-tenth or more of the voting rights.

•: If a general :meeting is to be convened, all shareholders shall be notified 15 days before the
meeting is held, unless otherwise stipulated in the articles of association of the company or agreed by all
shareholders.

The board of shareholders shall keep lninutes of the decisions on the matters under :its consideration. The
shareholders present at the meeting shall sign the minutes of the meeting.
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•: Shareholders shall exercise voting rights at general meetings i.n proportion to their capital
contribution, unless otherwise stipulated in the articles o:f association of the company.

•: The method of deliberation and voting procedures of the board of shareholders shall be s.peciJ]ed

in. the articles of association of the company, except where stipulated herein.

Resolutions of the general meeting on the amendment of the artMes of associat:ion of the company, increase
or reduction of the registered capital, and merger, division, dissolution or change of corporate Ibrm shall be
adopted by shareholders representing two thirds or more of the voting rights.

•:}•S!I•N..A limited liability company shall have a board of directors of three to 13 menabers, unless
otherwise stipulated in Article 51 hereof.

In a limited liability company invested in and established by two or more State-owned enterprises or two or
more other State-owned investment entities, the members of the board of directors shall include
representatives of the staff and workers of the company. In other limited liability companies, the members
of the board of directors may include representatives of the staff and. workers of the company.
Representatives of staff and workers on the board of directors shall be democratically elected by the staff
and workers of the co:mpany through the staff and workers' congress, the staff and workers' general, meeting

or other ways.

A bo•trd of directors shall have one chairman of the board and may have vice-chairmen of the board. The
method of appointment of the chairman and vice-chairman (or vice-chairnaen) of the board shall be
specified in the articles of association, o17 the company.

•: The term of office of directors shall be specified in the articles of association of the company but
each term. may not exceed three years. If re-elected upon expiration of his term of office, a director may

serve consecutive terms.

If no new director is elected in time upon expiration of the term of office of a direotor, or if a director
resigns during his term of office, resulting in the number ofmembers ofthe board of directors falling below
the statutory number, the original director shall perform his duties as director according to the provisions of
laws, administrative regulations and the art:Mes of association of the company befbre a newly elected
director takes office.

•: The board of directors shall be accountable to the board of shareholders, and shall exercise the
following functions and powers:

(I)

(H)

(III)

(IV)

to convene the general, meeting and to report on its wo:rk to the board of shareholders;

to :implement the resolutions of the general meeting;

to decide on the business plans and :investme:nt plans ofdae co:mpany;

to formulate the company's proposed annual financial budgets and final accounts;
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(v)

(VH)

to formulate the company's profit d:istribution plans and plans for making up losses;

to formulate plans fbr the company's increase o:r reduction of the registered capital or for the
issuance of corporate;

to formulate plans :['or the merger, division, dissolution or change of corporate form of the
company;

to decide Oll the establishment of the company's internal management organization;

to decide on the employment or dismissal of the manager of the company and his remuneration,
and to decide on the employment or dismissal of the deputy manager(s) and person(s) in charge of
financial affairs of the company according to the recommendations of the manager and on their
remuneration;

(X) to formulate, the basic managernent system ofthe company; and

(XI) other functions and powers specified in the articles of association of the company.

•: Meetings of the board of directors shall be convened and presided, over by the chairman of the
board. If the chairman of the board is unable to or does not perform his dub.', the meeting slhall be convened
and presided over by the vice-chairman of the board. If the vice-chaimltm of the board is unable to or does
not perform his duty, the meeting shall be convened mad presided, over by a director jointly designated by
more than half of the directors.

•: The method of deliberation and voting procedttres of the board of directors shall be specified in
the articles of association of the company, except where stipulated herein.

The board of directors Shall .keep minutes of.its decisions on the matters under its consideratio:n. The
directors present at the meeting shall sign the minutes of the meeting.

When voting on a resolution of the board of directors, each director present at the meeting shall have one
vote.

•: A limited liability company may have a manager, who shall be employed or dismissed by the
board of directors. The manager shall be accountable to the board of directors mad shall exercise the
tbllowing functions and powers:

(0

(II)

/HI)

�.Iv)

f v.'J

to be in charge of the production, operation and management of the co:mpany, and to organize the
implementation of the resolutions of the board of directors;

to organize the implementation of the •mnual business plans mad investment plans of the company;

to draft the plan for the establisl'unent of the company's internal management organization;

to draft the basic management system of the company;

to formulate the specific rules and regulations of the company;
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(vI) to request the employment or dismissal of the deputy lnanage:r(s) and person(s) in charge of
financial aft'airs of the compmly;

(VII) to decide on the employment or dismissal of management persmmel other than those to be
employed o:1" dismissed by the board of directors; and

(VH) other functions and powers delegated by the bom'd of directors.

Where the articles of association of the company otherwise provide fbr the functions and powers of the
manager, such provisions shall prevail.

The manager shall attend meetings of the board of directors as a non-voting attendee.

•}•:•]•j: A limited liability company with comparatively few shareholders or comparatively small in scale
may have one executive director instead of a board, of directors. The executive director may concurrently
serve as the manager of the company.

The functions and powers of the executive director shall be specified in the articles of association of the
company.

•'.•: A limited liability company shall have a board of supervisors, which shall have no fewer than
tlu'ee members. A limited liability comp,-my with comparatively l:.i•w shareholders and comparatively small
in scale may have one to two supervisors instead of a board of supervisors.

The board of supervisors shall include the representatives of th.e shareholders and an appropriate ratio of
representatives of the company's staff and workers, in which the ratio ofthe staff and workers'
representatives shall not be lower than one third. The specific ratio shall be specified in the articles of
association of the company. The staff and workers' representatives on the board of supervisors shall be
democratically elected through the staff and workers' congress, the staff mud workers' general, meeting or
other means.

The board of supervisors shall have a chairman that shall be elected by more than half of all supervisors.
The chairman of the board of supervisors slhall convene and preside over the meeting of the board of
supervisors. If the chairman of the board of supervisors is unable to or does not perform his duty, the
meeting of the board of supendsors shal.l be convened m•d presided over by a supervisor jointly designated
by more than half of the supervisors.

Directors and senior officers may not concurrently serve as supervisors.

•: The term of office of a supervisor shall be three years. If re-elected upon expiration of his term

of office, a supmwisor may serve consecutive terms.

If no new supervisor is elected in time upon expiration of the term of office of a supervisor, or .if a
supervisor resigns during his term of office, resulting in the number of members of the board, of supervisors
falling below the statutou number, the original supervisor shall perfo:rm his duties as supervisor according
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to the provisions of laws, administrative regulations and the articles of association of the compmay before a
newly elected supervisor takes office.

•: The board of supervisors or, in the case of a company without a board of supervisors, the
supervisor shall exe:rc:ise the following thnctions and powers:

([) to exmnine the company's financial affairs;

(:l:i:)

(iii)

to supervise the execution of company duties by the directors and the senioi" officers and to

recon•mend the removal of directors and senior officers that violate laws, administrative
:regulations, the articles of association of the company or the resolutions of general, meeting;

when <an act of a director or senior officers is harmful to the company's interests, to require the
director or senior officers to rectil}, such. act;

(IV) to propose the convening of extraordinary general meeting and to convene and preside over the
general meeting when the board of directoi's fails to pertbrm the duties of convening and presiding
over the general meeting as stipulated herein;

(.V) to give proposals to the general meeting;

(w) to institute proceedings against the directors mad senior officers according to Article 152 hereof:
and

(VII) other functions and powers specified in the articles of association of the company.
..........;,!%",i"•7: ••-•i• .':. •.,"•!;•: Supervisors may attend meetings of the board of directors as non-voting attendees and may
make inquiries or suggestions to the matters to be resolved by the board of directors.

If the board of supervisors or, in the case of a compm•y without a board of supervisors, a supervisor
discovers irregularities in the operation of the company, it may conduct investigation. If necessary• an
accounting firm may be engaged to assist in its or his work. The fees shall be borne by the company.

•: The board of supervisors shall convene at least one meeting each year. Supervisors may propose
to convene an extraordinary- meeting of the board of supervisors.

The method of deliberation and voting procedures of the board of supervisors slhall be specified in the
articles of association of the company, except where stipulated herein.

Resolutions of the bom'd of supervisors shall be adopted by more than half of the supervisors.

The board of supervisors shall keep ininutes of its decisions on the matters under its consideration. The
supervisors present at the meeting shall sign the iniimtes of the meeting.

••: rI'he costs and expenses necessary for the board of supervisors oi', in the case of a company
without a board of supervisors, the supervisor to exercise their functions trod powers shall be borne by the
company.
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Section 3: Special Provisions on One-person Limited Liability Companies

•: The provisions of this Section shall apply to the establlshmelat•""" •" and the organizational structure o1'
one-person limited liability companies. For matters ¯uncovered in this Section, the provisions of Section 1
and Section 2 of this Chapter shall apply.

.For the purposes of the Law, the term "one-person limited liability company" refers to a limited liability
company that has only one natural person shareholder or one legal person¯ shareholder.

•: A natural person may invest in and establish only one one-person limited liability company.
Such one-person limited liability company may not invest in and establish a new one-person limited ¯liability
company.

•: A one-person limited liability company shall indicate whether it is wholly owned by a natural
person or wholly owned by a legal person in the company registration, and s.pecif}, the same in the business
license of the company.

•: The articles of association of a one-person limited liability company shall be formulated by the
shareholder.

•: A one-person limited liability company shall not have a board of shareh.olders. When the
shareholder makes a decision that falls under Paragraph 1 of Article 3 8 hereof, it shall be in writing and be
kept in the company after it is signed by the shareholder.

¯ :y•::;•?.•.••. A one-person limited liability company shall prepare, at the end of each fiscal year, a financial
and accounting report that is audited by an accounting firm.

•-•: If the shareholder of a one-person limited liability company is unable to prove that the property

of the company is independent ti'om the shareholder's own property, the shareholder Shall bear joint and
several liability for the debts of the company.

Section 4: Special Provisions on Wholly State-owned Companies

•: The provisions of this Section shall apply to the establishment mad the organizational structure of
wholly State-owned companies. For any matter uncovered in this Section, the provisions of Section 1 and
Section 2 of this Chapter shall apply.

For the purposes of the Law, the term "wholly State-owned company" refers to a limited, liability company
of which the State is the sole investor and the State Council or a local peo.p[e's government authorizes a
State-owned assets supervision and administration authority of the people's govenmaent at the same level to

perform the responsibilities of the investor.

•: The articles of association, of a wholly State-owned CO.lnpany shall be fbrmulated by the
State-owned assets supervision and administration authority or drafted by the board of directors and
submitted to the State-owned assets supervision and administration authority tbr approval.
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••: .A wholly State-owned company shall not have a board of shareholde:rs. The functions and
powers of the board of shareholders shall be exercised by the State-owned assets supervision and
admin:istration authority. The State-owned assets supervision, and administ:ration authority may auth.orize th.e
company's bo•d of directors to exercise part of the functions and. powers ofthe board of shareholders and
to decide on the major matters of die company. However, merger, division, dissolution, increase or
reduction of registered capital and. issu•mce of corporate bonds of the company shall be decided by the
State-own.ed assets superx,:ision a:nd admin:istrati'on autl3.or:ity. Merger, division, dissolut:ion or bankruptcy
application of important wholly State-owned companies shall, after examination and verification by the
State-owned assets supervision and. administratio:n authority, be reported to the people's governmen.t at the
same level for approval.

The "important wholly State-owned companies" referred to in the preceding paragraph shall be determined
in accordance with the provisions of the State Council.

•: A wholly State-ow:ned co:mpany shall :have a board of directors, which shah exercise functions
mad. powers in accordance witla Articles 47 and. 67 hereof. The term of office of directors shall not exceed
three years. The members of the board of d:irectors shall include :representatives of the staff and workers.

The members of the board of directors shall be appointed by the State-owned assets superx,isio:n and
administration authority. However, the representatives of the staff and workers among the members of the
board of directors shall be elected by the staff and workers' congress of the company.

The board of directors shall have one chairm.•m, of the board, and may have a vice-chairman of the board.
The chairman of the board and vice-chairman of the bom'd shall be designated by the State-owned assets
supervision and administratio:n authority fi'om among the me:mbers of the board of directors.

•: A wholly State-owned company shall have a manager, who shall be engaged or dismissed by the
bom'd of directors. The manager shall exercise functions and powers in accordance with Articl.e 50 hereof.

Subject to approval by the State-omled assets supervision and administration authority, a member of the
board of directors may serve concurrently as manager.

••: The chairman of the board, vice-chairman of the board, directors or senior oft].cers of a wholly
State-owned company may not concun'ently serve in another limited liability company, company limited by
s:hm'es or other business organization without the approval of the State-re,reed assets superv:ision and
administration authority.

•}!i!: The board of supervisors of a wholly State-owned company shall have no fewer than five
me:tubers, among which the :ratio of representatives of staff and wo:l:k.ers shall not be Iowe:r than one third.
The specific ratio shall be specified in the articles of association of the company.

The members of the board of supervisors shall be appointed by the State-owned assets supervision and.
administration, authority. However, the representatives of the staff and wo:rkers am.ongst the members of th.e
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board of supervisors shall be elected by the staff and workers' congress of the company. The chairman of
the board of supervisors shall be designated by the State-owned assets supervision and administration
authority fi'om mnong the members of the board of supervisors.

The board of supervisors shall exercise the functions and powers stipulated in Items (1) to (3) of Article 54
hereof and other ftmctions and powers stipulated by the State Council.

Chapter III: Transfer of Equity Interests in Limited Liability Companies

•: The shareholders of a limited liability company lnay transfer all or part of their equity interests
among them..

Where a shareholder transfers :its equity interests to a person other than a shareholder, it shall obtain the
consent of more than half of the other shareholders. The shareholder shall noti•}" the other shareholders in
writing of the transfer of equity interests and seek their consent. Where the other shareholders do not reply
within 30 days of receipt of the v•witten notice, they shall be deemed to consent to the transfer. If more than
half of the other shareholders do not consent to the transfer, the dissenting shareholders shall purchase the
equity interests to be tr-ansferred. If they do not purchase the equity interests, they shall be deemed to

consent to the transfer.

Provided all conditions are equal, tile other shareholders shall have the priority purchase right fbr the equity
interests the transfer of which has been consemed by the shareholders. If two or more shareholders exercise
the priority purchase right, they Shall determine their respective purchase ratio upon consultation. If
consultation fails, they shall exercise the priority purchase right in proportion to their respective ratio of
capital contribution at the time of the transfer.

Where the artMes of association of the company otherwise provide for transfer of equity :interests, such
provisions shall prevail.

•: When a people's court transt•rs the equity interests of a shareholder pursuant to the enforcement
procedures stipulated in law, it slhall notify the company and all. shareholders, mid the other shareholders
shall have the priority purchase right trader equal conditions. Where the other shareholders fail to exercise
the priority purchase right within 20 days of the date of notice of the people's court, they shall be deemed to

waive their priority purchase right.

••: Atter an equity interest is transferred pursuant to Article 72 or Article 73 hereof, the company
Shall cancel the capital contribution certificate of the original shareholder, issue a capital contribution
certificate to the new shareholder and. amend the records of the relevalat shareholder and its capital
contribution in the articles of association and the register of shareholders of the company. Such amendment
to the articles of association of the company does not require a resolution by the board of shareholders.

••: In any ofthe tbllowing circumstances, a shareholder that votes against the resolution of the
board of shareholders may request the company to purchase its equity interests at a reasonable price:
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(i) the company has not distributed :its profits to the shareholders tbr five consecutive years, while the
company has been profitable :for five consecutive years and meets the conditions for distribution of
profit stipulated herein;

(I1) the company :is merged or divided, or transfers :its major property; or

(HI) the term of operation specified in the <articles of association of the company expires or any other
reason ibr dissolution specified in the articles of association arises, and the general meeting has
adopted a resolution to amend the articles of association to allow the continual existence of the
company.

l['the shareholder and the company fail to reach an agreement on the purchase of equity interests within 60
days of the adoption of the resolution of the general meeting, the shm'eholder may institute proceedings in a
people's court within 90 days of the adoption of the resolution of the general meeting.

•: After a natm'al person shareholder dies, his legal heir may inherit his shareholder status, except

where the articles of association of the company stipulate otherwise.

Chapter IV: Establishment and Organizational Structure of Companies Limited By Shares

Section 1: Establishment

•!•. The fbllowing conditions shall be fulfilled f()i" the establishment of a company limited by shares:

(I) the number of promoters conforms to the quorum requirement;

(II) the total amount of share capital subscribed for or the tom[ paid-up share capital raised by all the
sponsors specified in the articles of association of the company;

(III) the shm'e issue and preparation matters confornl to laws and regulations;

(.IV) the compmly's articles of association have been formulated by the promoters; in the case of
establishment by means of share offer, [he articles of association shall have been adopted at the
inaugural meeting;

(.V) the company has a name, and an organizational structure established in accordance with the
:requirements for companies limited by shares; and

(VI) the company has a domicile.

•: Com.panies limited by shares may be establish.ed by means of promotion or by re.cans of share
offer.

The tern1 "establishment by means of promotion'" refers to establishment of a company by means of
subscription by the promoters for all the shai'es to be issued by the compalv.
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The tenn "establishment by means of share offer" refers to establishment of a company by :means of
subscription by the promoters tbr a portion of the shares to be issued by the company, and offer of the
balance to the public or to specified targets.

•: For the establishlnent of a compmay limited by shares, there shall be more thma two and less than
200 promoters, of which more than half shall have their domicile within the territo•" of the People's
Republic of China (hereinafter referred to as "China").

••: The promoters of a company limited by shares shall undertake the matters concerning
preparation of the establishment of the company.

They shall conclude a promoters' agreement that stipulates the rights and obligations of each party during
the process of establishlnent of the company.

•...•".. ,'.,..•.. 'g, "

¯••. Where a comp•my limited by shares is established by means of promotion, the registered capital
shall be the total share capital subscribed for by all promoters as registered with the company registration
authority. Before the capital for the equity shares subscribed for by all promoters are paid in full, the offer
of shares to others may not be carried out.

Where a company limited by shares is established by means of shoe offer, the registered capital shall be the
total paid-up share capital as registered with. the company registration authority.

Where laws, administrative regulations and the decisions of the State Council otherwise stipulate the actual
.paid registered capital and the minimum registered capital of companies limited by shares, such provisions
shall prevail..

•: The artMes of association of a co:mpany limited by shares shall specify the t'ollowing particulars:

(I)

0f)

(HI)

or)

(v)

(vI)

(v:H)

(v{H)

(IX)

(x)

the name and domicile of the company;

the scope of business of the company;

the method of establishment of the company;

the total number of Shares of the compmay, the price per Share and the registered capital;

the names of and number of shares subscribed for by the promoters, and their naethods and time of
capital contribution;

the composition, functions and powers and rules of procedure of the board of directors;

the legal representative of the compmly;

the composition, fhnctions and powers and rules of procedure of the board of supervisors;

the method of distribution of company profit;

the reasons for dissolution of the company and method of liquidation;

18



(X.l) methods for notices and announcements of the company; and

(XII) other matters ttlat the general meeting considers necessary to be specified.

I he methods of capital contribution of promoters shall be governed by Article 27 hereof.

•: Where a company limited by slhares is established by means ofpronaotion, the promoters shall
subscribe in writing for all the shares for which they subscribe as specified in the company's articles of
association, and pay the capital contribution according to the articles of association of the company. Where
capital contribution is made in non-currency property, procedures for transfer of their p#operty rights shall
be handled according to the law.

Wlhere a promoter does not make capital contribution according to the provisions in the preceding paragraph,
it shall be liable for breach of contract according to the promoters' agreement.

Afier the promoters subscribe the contribution tbr which they subscribe as specified in the company's
artMes of association, they shall elect the board of directors and board of supervisors. 'I'he board of
directors shall submit to the company registration authority the company's articles of association and other
documents specified in laws and administrative regulations, mid apply for registration of establishment.

••: If a company limited by shares :is established by means of share offer• the shares subscribed for
by the promoters may not be less than 35% of the total number of company shares, unless where there are
other stipulations in laws and administrative :regulations, such stipulations shall prevail.

•: When promoters offer shares to the public, they shall publish the share prospectus and prepare
subscription forms. The subscription forms shall specify the particulars listed in Article 87 hereof. The
subscribers shall enter the number and amount of shares subscribed for and their domiciles on the forms,
and shall sign and seal such forms. Subscribers shall pay subscription monies in accordance with the
number of shares they subscribed for.

•: A share prospectus shall have the company's articles of association formulated by th.e promoters

attached, and shall specify the following particulars:

{l l)

(.Ill)

the number of shares subscribed for by the promoters;

the face value and. issue price of each share;

the total number of bearer shares issued;

{IV)

(.V)

{vi)

the purpose of the funds raised;

the rights and obligations of subscribers; and

the opening and closing dates of the share offer and. a statement to the effect that subscribers m@"
withdraw their Share subscriptions if all the shares are not taken up within the time limit.

19



••: When promoters offe:r shares to tile public, the shares slhall, be distributed by a securities

company established according to the law, with which a distribution agreement shall be concluded.

••: If promoters are to offer shares to the public, they shall conclude an agreement with a bank on

the collection, of subscription monies on behalf of the company.

The bank accepting subscription monies on behalf of the company shall accept and .keep th.e subscription

monies on behalf of the compmly in accordance with the agreement, and issue receipts to subscribers paying

their subscription monies, ln addition, the bank shall assume an obligation to issue certil]cation of receipt of

subscription monies to the relevant authority.

•: After full payment of the subscription monies for a share issue, capital verification shall be

carried out by a capital verification institution established according to the lax,,;, which shall issue certificates.

The promoters shall convene and preside over the inaugural meeting of the company within 30 days after

full payment of subscription monies. The inaugural, meeting shall be composed of the promoters and

subscribers.

If the shares issued are not thlly taken up by the cut off time specified in the share prospectus or if the

promoters fail to convene the inaugural meeting v¢ithin 30 days after thll payment of the subscription

monies for the share issue, the subscribers may clairn a refund from the promoters according to the

subscription monies paid plus bank deposit .interest calculated tbr the stone .period.

•: The .promoters shall noti •,• all. subscribers or make an announcement 15 days prior to convening

ofthe inaugural meeting, which may be held only if attended by the promoters and subscribers representing

more than half of the total number of shares.

The following functions and powers shall be exercised at an inaugural meeting:

(I.)

(.H.)

(Hi:)

(IV)

(V)

(W)

to deliberate the promoters' :report concerning preparation of the establ:ishnaent of the company;

to approve the articles of association, of the company;

to elect the members of the board of directors;

to elect the members of the board of supervisors;

to examine and approve the establishment tees of the comp,'my;

to examine and approve the value at which promoters substituted property tbr subscription monies;

and

{.vii) if force majeure or a maior change in business conditions occurs and directly affects the

establishment of the company, a resolution of not establishing the company may be passed.

For the inaugural meeting to pass resolutions concerning the matters stated in the preceding paragraph, they

shall be adopted by subscribers present at the meeting representing more than half of the voting rights.
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•: After promoters and subscribers pay their subscription monies or make their capital
contributions as substitutes for subscription monies, they may not withdraw their share capital, except where
the slhares are :not fully taken up on time, the promoters fhil to convene the inaugural meeting on time or a
resolution not to establish the company is adopted at the inaugural meeting.

••: The board of directors shall, within 30 day's after the end of the inaugural meeting, submit the
following documents and apply for registration of establ.isla.ment to the company registration:

(I) the appl.ication for company registration:

(II) the minutes of the inaugural meeting;

•gT•.[.I) the m'ticles of association of the company;

(IV) the capital verification certificates;

(v) the employment documents for tile legal representative, directors and supervisors, and their proof
of identity;

(VI) the proof of legal person status of the promoters or the proof of identity of natural persons; and

(VII) the proof of domicile of the company.

V•qaere the company limited by shares that is established by me,ms of share offer issues shares to the public,
.it shall also submit the verification and approval document of the State Council's securities regulatouo

authority to the company registration authority.

•: Where a promoter fails to make his capital contribution in full according to the stipulations of
the company's artMes of association after the company limited by shm'es :is established, he shall make up
the outstanding sum, and the other promoters shall bear joint mad several liability.

Where, after the company limited by shares is established, i.t is discovered that the actual price of the
non-currency .property contributed as cap:ital for establishment of company is markedly lower than the price
specified in the compmly's articles of association; the discrepancy shall be made up by the promoter that
delivered the capital contribution. Other promoters shall bear joint and several liability.

••: The .pronaoters of a comptmy limited by shares Shall bear the followi:ng liabilities:

(I) if the company cannot be established, joint and several, liability for tile debts and expenses
occasioned during the establishment activities:

(H) if the company cmmot be established, joint and several liability for refunding the subscription

monies already paid by subscribers plus bank deposit interest calculated fo:r the same period; and

{l:II) if during the course of establishment of the company, the company's interests are harmed due to

the fault of the promoters, liability towards the company for compensation.
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•: When a limited liability company is converted into a COlnpany limited by shares, the total

anaount of paid-up share capital converted shall not exceed the amount of net assets of the company. When

a limited liability company that :is converted into a company limited by shares offers shares to the public in

order to increase its capital, such issue shall be carried out according to the law.

••: Companies limited by shares shall keep at their office the company's articles of association,

:register of shareholders, counterfoil of cmlporate bonds, minutes of general, lneetings, minutes of the

meetings of the board of directors, minutes of the meetings of the board of supervisors, and .financial and
accounting reports.

•: Shareholders shall have the right to examine the articles of association of the comp•my, register

of shareholders, counterfoil of corporate bonds, minutes of general meetings, minutes of the meetings of the

board of directors, minutes of the meetings of the board of supervisors, and financial and accounting reports,

and to give suggestions for or inquire about the operation of the company.

Section 2: General Meeting

•: The general meeting of a company limited by shares shall be composed of all shareholders. The

general meeting shall be the organ of authority of the company and shall exercise its functions and powers

in accordance with the Law.

••: The provisions of Paragraph 1 of Article 38 hereof on the functions and. powers of the board of

slhareholders of limited liability companies shall, apply to the general meeting of companies limited by

shares.

•: The annual general meeting of the general meeting shall be held once every year. An

extraordina• general meeting shall be convened within two months of the occurrence of any of the
following circumstances:

(.I)

(II')

(IIi)

(lv)

(V)

(v!:)

the number of directors is less than the number stipulated herein or less than two thirds of the

number specified in the articles of association of the colnpany;

the losses of the company that have not been made up reach, one third of the total paid-up slhal"e

capital;

it. is requested by a shareholder that independently holds, or by the shareholders that hold in

aggregate, 10% or more of the company's shares;

it is considered necessary by the board of directors;

it is p:mposed by the board of supervisors; or

other circumstances specified by the articles of association of the compmay.

•: The general meeting shall be convened by the board of d:irectors a:nd presided over by the

chairman of the bom'd. If the chairman of the board is unable to or does not perfbrm his duty, the meeting

22



slhall be presided over by the vice-chairman of the board. If the vice-chairman of the board .is unable to or
does not perform his duty, the meeting shall be presided over by a director jointly designated by more than
half of the directors.

If the board of directors is unable to or does not perfoml the duty of convening the general meeting, the
meeting shall be convened and presided over by the board of supervisors in a timely manner. If the board of
supervisors does not convene and preside over the meeting, a shareholder that has independently held, or th.e
shareholders that have held in aggregate, 10% or more of the shares of the company for 90 or more
consecutive days may d•emselves convene and. preside over the meeting.

•: Ifa general, meeting is to be convened, all shareholders shall be n.otit]ed of the time and venue
of the meeting and the matters to be considered at the meeting 20 days before the meeting is held.. In the
case of •.m extraordinary general meeting, the shareholders shall be notit]ed 15 days before the meeting is
held. If bearer shares are to be issued, the time amd venue of the meeting and the matters to be considered at
the :meeting shall be announced 30 days befbre the meeting is held.

A shareholder that independently holds, or the shareholders that hold .in aggregate, 3% or more of the shares
of the company may submit an extraordinary resolution in writing to the board of directors at least 10 days
be[bre a general meeting is held. The board of directors shall notify the other shareholders within two days
of receipt of the resolution and submit the extraordinary resolution to the general meeting tbr consideration.
The contents of the extraordinary resolution shall be within the scope of authority of the general meeting
and shall have a clear subject and specific matters for resolution.

No resolution may be adopted by a general meeting on may matter uncovered in the notices specified in the
preceding two paragraphs.

Holders of bearer shares that intend to attend a general meeting shall deposit their share certificates witll the
company tbr a period beginning from five days before the meeting is held to the adjournment ofthe
m.eeting.

•: Shareholders present at a general meeting shall be entitled to one vote for each share held.
However, there shall be no voting right for the shares of the company held by the compaw itself:

Resolutions of a general meeting shall be adopted by more than half of the voting rights held by the
shareholders present at the meeting. However, resolutions of a general meeting to amend the company's
articles of association, to increase or reduce the registered capital, or on merger, division, dissolution or
change of th.e corporate form of the company shall be adopted by two thirds or re.ore of the voting rights
held by the shm'eholders present at the meeting.

••: If it is stipulated in the Law and the at'ticles of association of the company that a resolution
shall be adopted by the general meeting on. matters such as transfer of major assets by or to the company or
provision of security for an external party, the board of directors shall promptly convene a general meeting,
and the general meeting shall vote on such. matters.
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)

. .... ¯ ¯••: In the case of election (f dn.ectors and supervisors of a general meeting, the cunmlative voting
system may be implemented in accordance with the provisions of the articles of association of the company
or the resolution of the general meeting.

t?or the purposes of the Law, the term "cumulative voting system" refers to that when a general meeting
elects a. director or supervisor, the number of voting rights attached to each share is the same as the nmnber
of directors or supervisors to be elected, and that the voting rights held by a shareholder may be exercised
collectively.

•: A shareholder may appoint a proxy to attend a general meeting on his behalf. The proxy shall
submit the shareholder's power of attorney to the company and exercise voting rights within the scope of
authorization.

•: The general meeting shall keep minutes of the decisions on the matters under its consideration,
and the presiding person and the directors present at the meeting shall sign the minutes of the meeting. The
minutes of the meeting shall be kept together with the sign-in book of the attending shareholders and the
powers of attorney of the attending proxies.

Section 3: Board of Directors and Manager

•: A company limited by shares shall have a board of directors of five to 19 lnembers.

"l"he members of the board of directors may :include representatives of the staff and workers of the company.
The representatives of the staff and workers among the members of the board of directors shall be
democratically elected by the staff and workers of the company through the staff and workers' congress, the
staff and workers' general meeting or other means.

The provisions of Article 46 hereof on the term of office of the directors of limited liability companies shall
apply to the directors of companies limited by shares.

The provisions of Article 47 hereof on the functions and powers of the board of directors of limited liability
companies shall apply to the board of directors of companies limited by shares.

•: The board of directors shall have one chairman of the board and may have a vice-chairman (or
vice-chairmen) of the board. The chairlnan and vi.ce-chaimlan (or vice-chairmen) of the board shall be
elected by more than half of all directors.

The chairman of the board shall convene and preside over the meetings of the board of directors and inspect
the implementation of the resolutions of the board, of directors. The vice-chairlnan of the board shall assist
the chairman of the board in his work. Where the chairman of the board is unable to or does not perform his
duties, his duties shall be performed by the vice-chairman. If the vice-chairman is unable to or does not

perform his duties, his duties shall be performed by a director jointly designated by more than half of the
directors.
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••: The board of directors shall convene at least two meetings each year. All directors and
supervisors shall be notified l 0 days beibre each meeting is held.

An extraordinary meeting of the board of directors may be proposed by shareholders representing 10% or
naore of the voting rights or one third or more of the directors or the board of supervisors. The chairman of
the board shall convene and preside over the meeting of the board of directors within 1. 0 days of receipt of
the proposal.

The notification method and time limit for giving notice of the convening of extraordinary meetings of the
board of directors may be decided separately.

•: Meetings of the board of directors may be held only if attended by more t.hml half of the
directors. Resolutions of the board of directors shall be adopted. by more than half of all directors.

When voting on a resolution of the board of directors, each member shall have one vote.

•: Meetings of the board of directors shall be attended by the directors in person. If a director for
may reason is unable to attend the meeting, he may appoint another director in writing to attend the meeting
on his behalf, and the power of attorney shall specify the scope of authorization.

I'he board of directors shall keep minutes of its decisions on the matters under its consideration, and the
directors present at the meeting shall sign the minutes of the meeting.

The directors shall bear liability tbr the resolutions of the board of directors. If a resolution of the board of
directors violates any law or administrative regulation, or the company's articles of association or a
resolution of th.e general meeting, thereby causing the company to incur serious losses, the directors that
took part in such resolution shall be liable to the company for compensation. However, if a director .is
proved to have expressed his objection to the resolution at the time of voting and the objection is recorded
.in. the minutes of the meeting, such director may be released ti•om such liability.

•: A company limited by shares shall have a manager, who shall be engaged or dismissed by the
board of directors.

The provisions of Article 50 hereof on the functions and powers of the manager of limited liability
companies shall apply to the manager of companies limited by shares.

•: The board of directors of a company may decide that a member of the board of directors shall
serve concurrently as the manager.

•: A company shall not directly or through a subsidiary provide may loan to its directors,
supervisors or senior officers.

•: A company shall periodically disclose to :its sharelholders the remuneration received by its
directors, supervisors and senior oft]cers fi'om the company.

Section 4: Board of Supervisors
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••: A company limited by shares shall have a bom'd of supervisors of no fewer than three members.
'['he board of supervisors shall, include representatives of the shareholders and an appropriate ratio of the
representatives of the company's staff and workers, where the ratio of the staf!! and workers' representatives
shall not be less than one third. The spec:ific ratio shall be specified in the articles of association of the
company. The staff and workers' representatives on the board of supervisors shall be democratically elected
through the staff and workers' congress, the staff and workers' general :meeting or other means.

'l'he board of supervisors shall have a chairman and may have a vice-chairman (or chairmen). The chairman
and vice-chairman of the board of supervisors shall be elected by more than half of all supervisors. The
chairman of the board of supervisors shall conve:ne and preside over the meetings of the board of
supervisors. If the chairman of the board of supervisors is unable to or does not perl'orm his duty, the
meetings of the board of supervisors shallbe convened and presided over by the vice-chairman of the board
of supervisors. If the vice-chairman of the booa'd of supervisors is unable to or does not perform his duty, the
meetings of the board of supervisors shall be convened and presided over by a supervisor jointly designated
by more than half of the supervisors.

Directors and senior officers may not concurrently serve as supervisors.

The provisions of Article 53 hereof on the term of office of the supelMsors of limited liability companies
shall apply to the supervisors of companies limited by shares.

•: The provisions of Articles 54 and 55 hereof on the functions and powers of the bom'd of
supervisors of limited liability companies shall apply to the board of supervisors of companies limited by
shares.

The costs and expenses necessary for the board of supervisors to exerc:ise :its :fun.ctions and powers shal.1 be
borne by the company.

••k•: The board of supervisors shall convene at least one meeting every six months. The supervisors
may propose to convene an extraord:inarv meet:ing of the board of supervisors.

The method of deliberation and the voting procedures of the board of supervisors shall be specified in the
articles of association of the company, except where stipulated herein.

Resolutions of the board of supervisors shall be adopted, by more than half of the supervisors.

The board of supervisors shall keep minutes of its decisions on the matters under its consideration. The
supervisors present at the meeting shall sign the minutes of the meeting.

Section 5: Special Provisions on the Organizational Structure of Listed Companies

•: For the purposes of the Law, the term •'listed company" refers to a company limited by shares
whose shares are listed and traded on a stock exchange.
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•: If the amount of the major assets purchased, or sold or the amount of security .provided. by a
listed company within one }'ear exceeds 30% of the total assets of the company, a resolution shall be passed
by the general meeting and adopted by two thirds or more of the voting rights held by the shareholders
present at the meeting.

••: A listed company shall have independent directors. The specific procedures thereon shall be
stipulated by the State Council.
....,:•.

.

).. , • ,•. A listed company shall have a secretaD' to the board of directors to be in charge c fmattcrs such
as the preparation of the general meetings and the meetings of the board of directors of the company, the
safekeeping o[" documents as well as the administration of the shareholders' infornmtion of the C.olnpany and
the handling of information disclosure.

••: If a director of a listed colnpany is affiliated with an enterprise involved in a resolution matter

of the meeting of the board of directors, he may not exercise his voting right on such resolution or the
voting right of any other director as proxy. Such meeting of the board of directors may be held if attended
by more than half of the directors witllout such affiliation, and the resolution of the meeting of the board of
directors shall be adopted by more than half of the directors without such affiliation. If the number of
directors without such affiliation present at the meeting of the board of directors is less than three, the
matter shall be submitted to the general meeting of the listed company for consideration.

Chapter V: Issuance and Transfer of Shares in Companies Limited by Shares

Section 1: Issuance of Shares

••: The capital of companies limited by shares shall be divided into shares of equal amount.

The shares of companies shall take the tbrm of share certificates. Share certificates shall be the vouchers
:issued. by companies evidencing the shares held by their shareholders.

•••: Shares shall be issued in accordance with the principles of eq.ui.tabili•," and fairness. Each share
of the same type shall c•ry the same rights and benefits.

Shares of the same type in the same issue shall be issued on the salne conditions and at the s•mle price. The
same price shall, be payable for each. of the shares subscribed for by any work unit or individual.

•: Shm'es may be issued at or above par but not below .par.

•: Share certificates shall be of paper or in such other form. as determined by the State Council's
securities regulatory authority.

"['he following main particulm-s shall be clearly stated on a share certificate:

(I) the nalne of the company;

(H) the date of establistmlent of the company;
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(II[) the class and face value of the share certificate and the number of shares it represents; and

(IV) d•e serial[ number of the share certificate.

Share certificates shaH be signed by the legal representative and sealed by the conlpany.

The words "promoters' share certificate" shall, be clearly indicated on share certificates of prolnoters.

••: Shares issued by a company may be registered Shares and may also be bearer shares.

Shares issued. by a conapany to a promoter or a legal person shall be registered shares and shall bear the
name of such promoter or legal person. No separate account with a. di.fferelat name rnay be opened for such
shares, .nor may such shares be registered in the name of a representative.

•.-•>•{•. Companies that issue ....o.',.,"•;:•'i•::•::I•::•:•:I••" l e•l.stered shares shall establish share registers, in which the tbllowino
particulars shall be recorded:

(.I) the names and domiciles of the shareholders;

(!I) the number of shares held by each shareholder;

(HI) the serial numbers of the share certificates held by each shareholder; and

(IV) the date on which each shareholder obtained the shares.

Companies that issue bearer shm'es shall record the number, serial numbers and issue date of the share
certificates.

•: The State Cotmcil may formulate separate regulations fbr the issue by companies of shares of
types odler than those provided for in the Law.

•: Companies limited by shares shall formally deliver the share certificates to their shareholders
immediately upon establishment. Companies may not deliver share certificates to their shareholders prior to

establishment.

•: When a company issues new shares, resolutions in respect of the following matters shall be

adopted by flae general meeting:

(I) the class and amount of the new shares;

(ill) the issue price of the new shares;

(Ill.) the opening and closing dates of the new share issue; and

(IV) the class and amount of new shares issued to existing shareholders.

•: When a company issues new shares to the public upon verification and approval by the State

Council's securities regulatou authority, it shall mmounce a prospectus ibr the new shares mad finmleial and
accounting reports, and prepare subscription forms.
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The provisions of Articles 88 and. 89 hereof shall apply to the issue of new shares to the public by
companies.

•: The pricing proposal for new shares to be issued by a company may be determined, on the basis
of its operation and financial status.

•: After a company has raised the full amount of subscript:ion mo:nies from a new share :issue, it
shall register the change with the company registration authority and make an announcenlent.

Section 2: Transfer of Shares

•: Shares held by shareholders may be transferred according to the law.

•: TransiEr of shares by shareholders shall be conducted at a securities trading place established
according to the law or by other means as stipulated by the State Council.

••: Registered shares shall be transferred by means of endorsement by the shareholder or by other
means stipulated in laws and administrative regulations. After the transfer, the COlnpany shall record the
name and domicile of the transferee in the register of shareholders.

No change registration shall be carried out in respect of the register of shareholders specified in the
preceding paragraph within 20 days prior to convening a general meeting or within 5 days prior to the
reference date determined by the company for the distribution of dividends, t.Iowever, where the law has
stipulated otherwise on the change registration of the register of shareholders of listed companies, such
stipulations shall prevail.

•: A transfer of bearer slhares shall become effective immediately upon delivery of the shares by

the shareholder to the transferee.

••: Shares held by the promoters in the company promoted may not be transferred within one year

of the date of establishment of the company. Shares issued by a company .prior to the public offer of its
shares may not be transferred within one year of the date of listing of its shares on a stock exchange.

A director, supervisor or senior officers of a company shall declare to the company the number of shares in
the company held by him and. any change thereot; and may not transfer more than 25% of the shares in the
company held by him each year during his term o[ office. The shares held. by him rnay not be trmlst'erred
within one year of [he date of listing of the company's shares. The aforementioned person inay not transfer
the shares in the company he holds vdthin six months after he leaves office. The articles of associmion of
the company may specit}• other restrictive provisions on the transfer of the company's shm'es held by the

directors, supervisors mad senior officers of the company.

••: A company may not ptu'chase its own shares except in any of the [bllowing circumstances:

(.1) to reduce the registered capital of the company;

(,II) to merge with another company (companies) that hold(s) its shares;
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011)

(IV)

to reward the staff and workers of the company with shm'es; or

a Shareholder requests the company to purchase the shares held by him since he objects to a
resolution of the general meeting on the merger or division of the company.

Where a company purchases its own shares for reasons specified in Items (I) to (III) of the preceding
paragraph, a resolution of the general meeting shall be adopted. Shares purchased by the company pursuant

to the preceding paragraph shall be cancelled within 10 days of the date of purchase if the circumstances fall
under ltem (I), or transferred or cancelled within six months if the circumstances :tit[1 under Item (II) or (IV).

A company's own shares pro'chased by the company pursuant to Item (Ill) of Paragraph One shall .not

exceed 5% of the total issued shares of the company. The funds used for the purchase shall be taken from
the after-tax profits of the company, and the shares purchased shall be transferred to the staff and woi'kers
within one year.

A company may not accept its own shares as the subject matter of a pledge.

•: If a registered share certificate is stolen, lost or destroyed, the shareholder may petition to a
people's court to declare the certificate void in accordance with the procedures for public invitation to assert

claims as specified in Civil Procedure Law of the People's Republic of China. After the people's court has
declared such share certificate void, the shareholder inay apply to the company tbr a new Share certificate.

¯t.
r,••: Shares of a listed company shall be listed and traded i.n accordance with the i'e[evant laws,

administrative regulations and the trading rules of stock exchanges.

••: A listed company shall disclose its financial status, business condition and major litigation
according to the provisions of laws and administrative regulations, and shall publish a financial and
accounting report once every six months in each fiscal year.

Chapter VI: Qualifications and Obligations of Directors, Supervisors and Senior Officers of Companies

•: A person may not serve as a company's director, supetwisor or senior officers if he is:

(I)

(t0

(1II)

a person with no or limited capacity for civil acts;

a person that was sentenced, to criminal ptmishment for the crime of corruption, bribe13:,
encroachment of property, misappropriation of pi'operty or disruption of the order of the socialist
market economy, and not more than five years has elapsed since the expiration of the enforcement
period.; or a person that was deprived of his political rights for comnfi.ttilag a crime, and not more
than five years has elapsed since the expiration of the enforcement period;

a director, factory director or manager of a company or entetlprise liquidated upon bankruptcy that
was personally responsible for the bankruptcy of the company or enterprise, and not more than
three years has elapsed since the date of completion of the bankruptcy liquidation;
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(IV) the legal representative of a company or enterprise that had its business license revoked and had
been closed down by order tbr violation of law, tbr which such representative bears individual
liability, and not more than three years has elapsed since the date on which the business license of
the company or enterprise was revoked; and

(V) a person with a comparatively large amount of personal debts due and unsettled.

Ifa compmly elects or appoints a director or supervisor or employs senior officers in violation of the
preceding paragraph., such election, appointment or employment shall be invalid.

If a director, supervisor or senior officers falls under the circumstances specified in Paragraph One of this
Article during his term of office, the company shall dismiss him from his office.

••: Directors, supervisors and senior officers shall abide by laws, administrative regulations and
the articles of association of the company, and have a fiduciary obligation and obligation of d.iligence to the
company.

Directors, supeP,,isors and senior officers may not take advantage of their positions and powers to collect or
accept bribes or other illegal income, and may not encroach upon the property of the company.

•: Directors and senior officers may not have the tbllowing acts:

(I) misappropriate the ftmds of the company;

(.II) deposit the funds of the company in an account opened in his personal name or in the name of
another individual;

(HI)

{.Iv)

(v)

(VI)

{VII)

{VIII)

in violation of the articles of association of the company, lend the funds of the company to other
persons or use the property of the company to provide security for other persons without the
consent of the board of shareholders, general meeting or the board of directors;

enter into a contract or transaction with the compmay in violation of the m'ticles of association of
the company or without the consent of the board of shareholders or general meeting;

take advantage of the convenience of his position to seek for himself or other persons commercial
opportunities that belong to the company or to operate by himself or tbr another person the same
ts'pe of business as that of his company without the consent of the board of shareholders or general

meeting;

accept as his own the colrmaissions of a transaction between another person and the company;

disclose the secrets of the company without authorization; or

other acts that violate his fiduciary obligation to the company.

The income derived by a director or senior officers from violating the provisions of the preceding paragraph

shall belong to the company.
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••: If adirector, s • "
.. uper•..lsor o1" senior officers violates the provisions of laws, administrative

regulations or the articles of association of the company in the execution of company duties, thereby
causing losses to the company, .he shall be liable tbr compensation.

•: If a director, supervisor or senior of!ricers is required by the board of sllareholders or general
meeting to attend file meeting as non-voting attendee, the director, supervisor or senior officers shall attend
the meeting as a non-voting attendee and accept inquiries fi'om the shareholders.

Directors and senior officers shall truthfully provide the relevant intbrmafion and materials to the board of
supervisors or, in the case of a limited liability company without a bom'd ot' supervisors, the supervisor, and
may not obstruct the board of supervisors or supervisors in exercising its/their functions mid powers.

••. Ifa director or senior officers is ill the circumstances specified in Article 1.50 .hereot. the
shareholders in the case of a limited liability compamy, or a shareholder that has independently held, or the
shareholders that have held :in aggregate, 1% or more of the shares of the company tbr more than 180
consecutive days in the case of a company limited by shares, may request in writing the board, of
supervisors or, the supervisors, in the case of a limited liability company without a board of supervisors, to

institute proceedings with the people's court; where the supervisors titll under the circumstance set forth in
Article 1.50 hereof, the foregoing shareholders may request in writing the board of directors or, the
executive directors, in the case of a limited liability company without a board of directors, to institute
proceedings with the people's court.

lfthe board of supervisors or, in the case of a limited liability company without a bom'd of supervisors, the
supervisor, or the board of directors or executive director refuses to institute proceedings after receipt of the
written request of the share.holder as specified in the precedillg paragraph, or fails to institute proceedings
within 30 days of the date of receipt of the request, or if the matter is urgent and tifilure in the immediate
institution ofproceedillgS would result in damage to the interests of the compmly that is difficult to remedy,
the shareholder(s) specified in the preceding pm'agraph shall have the right to directly institute proceedings
in his or their name in a people's court ibr the interests of the company.

If any other person infringes upon the lawi'ul rights and interests of the company and thereby causillg losses
to the company, the shareholder(s) specified in Paragraph One of this Article may institute proceedings in a
people's court pursuant to the provisions of the preceding two paragraphs.

•: H', in violation of the provisions of laws, administrative regulations or the articles of association
of the company, a director or senior officers harms the interests ofth.e shareholders, the shareholders may
institute proceedings in a people's court.

Chapter VII: Corporate Bonds

••: For the purposes of the Law, the term "corporate bonds" .retErs to valuable securities issued by
a company in accordance with statutory procedure, the principal of which such comptmy agrees to repay,
together with interest, within a definite time limit.

32



Issue of corporate bonds by companies shall, comply with the conditions fbr .issue stipulated :in Securities
Law of the People's Republic of China.

....:•7•.?YI:::."• : :.••. After an issuing company's application for issuing corporate bonds has been verified and
approved by the department authorized by the State Council, it shall announce the method of offe:r of the
corporate bonds.

The method ofoft•r of corporate bonds shall specit• the following main particulars:

(!) the name of the company;

(.II) the purpose of the funds from die offer of the corporate bonds;

(.IIt) the total amount and the face value of the bonds;

(..IV) the method of detemlining the interest rate of the bonds;

(.V) the time limit for and method of repayment of the principal together with the interest thereon;

(VI) the details of the guarantee tbr bonds;

(VI1) the bond price and the opening and closing dates of the bond. issue;

(.VII1) the mnount of the company's net assets;

(,.IX.) the total amount of previously issued corporate bonds that have not yet matured; and

(X) the distributor of the corporate bonds.

•: When a company issues corporate bonds in scrip form, it shall clearly record particulm's such as
the name of the company, the face value of the bond, the interest rate and the time limit for :repayme:nt, and
the bonds shall be signed by the legal representative and sealed by the company.

••. Corporate bonds may be registered bonds and may also be bearer bonds.

•: When issuing corporate bonds, a compmay shall prepare a corporate bond counterfoil book.

in the case of issuance of registered corporate bonds, the following particulm's shall be recorded in the
corporate bond counterfoil book:

(i)

(1I)

O;tI)

(!v)

the names and. domiciles of the bondholders;

the dates on which the bondholders obtained the bonds and the serial numbers thereof,

the total amount of the bonds, the face value and the interest rate of the bonds, and the time limit
/br and method of repayment of the principal together with the interest thereon; and

the date of issue of the bonds.
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In file case of issuance of bearer corporate bonds, the following particulars Shall be recorded ill the corporate

bond coumerfbil book: the total amount of the bonds, the interest rate, the time limit for and method of
repayment, the date of issu.e and the serial number of the bonds.

•: Registration and clearing institutions of registered corporate bonds shall establish relevant
systems such as systems tbr registration, keeping custody, payment of interest and exchange of bonds.

•: Corporate bonds may be transferred. The transt•r price of corporate bonds shall be agreed upon
between the transferor and the transtbree.

Where th.e corporate bonds are listed for trading on th.e stock exchange, they shall be transferred according
to the trading rules of the stock exchange.
•,•, ¯ ......

•:i•: Registered corporate bonds shall be transferred by means of endorsement by the bondholder or
such other means as specified in laws and administrative regulations. After the tr•msfer, the company shall
record the name and domicile of the transferee in the corporate bond counterfoil book.

A transfer of bearer corporate bonds shall become effective immediately upon delivery of the bonds by the
bondholder to the transfbree.

•: Upon adoption of a pertinent resolution by the general meeting, listed companies may issue
corporate bonds convertible into shares. The specific method of conversion shall be stipulated in the method
of offer of the corporate bonds. Any issuance of corporate bonds convertible into shares by a listed company
shall be reported to the State Council's securities regulatoD; authority for verification and approval.

When issuing corporate bonds convertible into shares, the words °'convertible corporate bond" shall be
clearly indicated on the bonds, and the amount of convertible corporate bonds shall be recorded, in the
corporate bond countert'oil book.

•: A company that issues corporate bonds convertible into shares shall issue shares in exchange
for such bonds to the bondholders in accordance with the conversion, method. However, bondholders shall.
have an option as to whether or not to convert their bonds into shares.

Chapter VIII: Financial Affairs and Accounting of Companies

•: Companies shall establish their own financial and accounting systems in accordance with laws,
administrative regulations, and regulations of the finance department of the State Council.

•: Companies shall prepare financial and accounting reports at the end of each fiscal year. Suclh
reports shall be audited by an accounting firm according to the law.

Financial and accounting reports of companies shall be prepared according to laws, administrative
regulations and regulations of the finance department of the State Council.

•: Limited liability companies shall deliver their financial •nd accotmting reports to each of their
shareholders within the time limit specified in their ,'micles of associmion.
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'I'he financi•d and accounting reports of companies limited by shares shall be made available at the company
for the perusal of shareholders 20 days before the annual general meeting is held. Companies limited by
shares that .issue shares to the public s:hall announce their financial and accounting reports.

••: When companies distribute th.eir after-tax profits [br a given year, they shal.1 allocate 10% of
profits to their statutory common reselwe. Companies shall no longer be required to make allocations to
their statuto• common reserve once the aggregate amount of such reserve exceeds 50% ofth.eir registered
capital..

lf a company's statutory common reserve is insufficient to make up its losses of the previous years, such
losses shall be made up t?om the profit for the current year prior to making allocations to the statutory

comrnon reserve pursuant to the preceding paragraph.

Companies may, if so resolved by the board of shareholders or the general meeting, make allocations to the
discretionary common reserve from their after-tax profits after making allocations to the statutory common
reserve fi'om the after-tax profits.

A company's after-tax prol]ts remaining afier it has made up its losses and made allocations to its common
reserve shall be distributed, in the case of a limited liability company, according to Article 35 hereof and, in
¯the case of a compmay limited by shares, in proportion to the shm'eholdings of its shareholders, •mless the
articles of association of the company limited by shares stipulate that the profits shall not be distributed in
proportion to the shm'eholdings.

If the board of shareholders, general meeting or board of directors violates the preceding paragraph by
distributing .pro•t]ts to shareholders before the compally has made up its losses m•d made allocations to the
statutory common reserve, the profit distributed in violation of regulations shall be returned to the com.pmay
by the Shm'eholders.

Companies that hold the shm'es of their own company shall not be entitled to profit distribution.

••: Companies shall enter trader their capital common, reserve th.e premiums earned from the issue
of shares above par and such other revenue as the finance department of the State Council requires to be
entered under the capital common reserve.

•'•: Companies shall, apply their common reserve to making UP their losses, increasing their
production and business operations, or increasing their capital by me,ms of conversion. However, the capital
common :reserve may not be used to make up the losses of the company.

When t\mds from t:he statutory common reserve are converted to capital, the ftmds remaining in such
reserve shall amount to not less than 25% of the increased registered capital.

••: The employment and dismissal of accounting firms that handle company's audit business by
th.e companies shall be decided by the board of shm'ehol.ders, general, meeting and board of directors
according to the stipulations of the compmly's articles of association.
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When the board of shareholders, general meeting or board of directors votes on the dismissal of accounting
¯firms, it shall permit the accounting firm to state its opinion.

• ....,. •: Companies shall provide to the accounting firm they employ truthful and complete accounting
vouchers, account books, financial and accounting reports and other accounting materials, and may not

refuse to do so, or conceal or submit untruthful materials.

••: Companies 1nay not establish any accotmt books in addition to those required by law.

No accounts may be opened in the nanae of any individual for the keeping of a company's assets.

Chapter IX: Merger and Division, Increase and Reduction of Capital of Companies

••: The merger of companies may take the tbrm of merger by absorption or merger by new
establishment.

The absorption, by one company of one or more other companies shall be merger by absorption, in which
case the absorbed company or companies shall be dissolved. The merger of two or more companies and
establishment of a new company shall be merger by new establishment, in which case the parties to the
merger shall be dissolved.

••: When companies merge, the parties to the merger shall enter into a merger agreement and
prepare balance sheets and schedules of property. The companies shall notit•; their creditors within a period
of 10 days commencing Ii"om the date on which the merger resolution is passed and, within 30 days, make
newspaper announcements of the merger. Such creditors may, within a period of 30 days commencing fi:om
the date of receipt of the written notification, or wittain a period of 45 days commencing fi'om the date of the
announcement tbr those who do not receive the written notification, claim fhll repayment or require the
provision of a corresponding guarantee fi'om the company concerned.

•: When companies merge, the surviving company or the newly established company shall
succeed to the claims and debts of each party to the merger.

••: When a company is divided, its property shall be divided correspondingly.

When a company is to be divided, i.t shall prepare a balance sheet and a schedule of property. The company
shall notify its creditors within a period ot' 10 days commencing from the date on which the division
resolmion is passed ,and, within 30 days, make newspaper announcement of the division.

•: The joint and several liabilities for the debts ex:isting before a company is divided shall be
borne by the compmfies in existence following the division, except where the written agreement on payment

of debts reached between the company and the creditors prior to the division stipulates otherwise.

•i When a company needs to :reduce its registered capital: it shall, prepm'e a balance sheet mad a
schedule of property.
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The company shall notit•¢ its creditors within a period of 10 days commencing from the date on which the
resolution to reduce the registered capital is passed and, within 30 days, make newspaper announcement of
the reduction. Such creditors shall, within a period of 30 days commencing fronl the date of receipt of the
written notification, or within a period of 45 days commencing from the date of the announcement for ¯those
who do not receive the written notification, have the right to claim full repayment or require the provision of
a corresponding guarantee ii'om the company.

•!•: When a limited liability company increases its registered capital, the capital contributions to the
increase in capital subscribed for by its shareh.olders shall be handled in accordance with the relevant
provisions hereof concerning payment of capital contributions in connection with the establishment of a
limited liability company.

When a company limited by shares issues new shares to increase its registered capital, shareholders shal.l
subscribe ibr the new shares in accordance with the relevalat provisions hereof concerning the payment of
subscription monies in connection with the establ.ishment of a company limited by shares.

•: When companies merge or a company is divided, causing some changes to relevant registered
particulars, change of registration shall be handled with the company registration authority in accordance
with. the law. When a company .is dissolved, the cancellation of registration shall be handled in accordance
with the law. When a new company is established, its establishment shall be registered according to the law.

When a company increases or reduces its registered capital, it shall register the change with the company
registration authority in accordance with the law.

Chapter X: Dissolution and Liquidation of Companies

••: A company shall be dissolved due to the following reasons:

(.l)

(It)

(Ill)

when the term of operation as specified in the company's articles of association expires or another
cause of dissolution as specified in the compaw's articles of association arises;

if the bo•d of shareholders or general meeting resolves to dissolve the company;

if dissolution is necessary as a result of the merger or division of the company;

its business license has been revoked, or it is ordered to close dotal or to be revoked according to

the law; or

(V) it is ordered to be dissolved by the people's court according to Article 183 hereof.

•••: A compmay under the circumstance stated :in Item (I) of Article 180 of the Law may COlatinue to

exist by modifying its articles of association.

The modification of the company's articles of association in accordance with the preceding paragraph shall
be subject to adoption, in the case of a limited liability company, by the shareholders representing more than
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two thirds of the voting rights or. :in the case of a company limited by shares, by the shareholders that are
present at the general meeting of shareholders and represent more thma two thirds of the voting rights.

•: Where any severe difficulty occurs to the operation management of a company, in which case
the interests of the shareholders may suffer heavy losses if the company continues to exist and there is no
other way to solve the problem, the shareholders representing more than ten percent of the voting rights of
all the shareholders of the compmw may file a request with the people's court to dissolve the company.

•: Where a company is dissolved under Item ([), (H), (.IV), or (V) of Article 180 of'the Law, a
liquidation group shall be formed to commence the liquidation within 15 days after a cause of dissolution
occurs. The liquidation group shall be composed of shareholders, in the case of a limited liability company;
or shall be composed of directors or the candidates determined by the general meeting of shareholders, in
the case of a company Hmited by shares. Where a liquidation group has not been fommd to carry out

liquidation within the specified time limit, the creditors may apply to the people's court for its designation of
relevant personnel to form a liquidation group and carry out Hquidation. The people's court shaH accept the
application, and shall, in a timely mmmer, organize a liquidation group to carlw out liquidation.

••: The liquidation group may exercise the following powers during liquidation:

(.I)

(It)

011,)

(iv)

(v)

to thoroughly examine the property of the company and prepare a balance sheet mad a schedule of
property respectively;

to noti• creditors by notice or •m.nouncement;

to dispose of and liquidate relevant unfinished business of the company;

to pay all outstanding taxes in full as w:ell as taxes arising in the course of liquidation;

to clear the claims and debts:

(VI) to dispose of the property remained after full payment of the company's debts; and

(VIII) to participate in civil litigation activities on behalf of the compaw.
•:"':• ......,i.•

....•: A liquidation group shall notii•) the creditors within a. period of 10 dws commencing from the
date of its establishment and, within 60 day's, make newspaper announcement of the liquidation. Such
creditors shall, within a period of 30 days commencing from. the date of receipt of the written notification,
or within a period of 45 days commencing f}om the date of the mmouncement for those who do not

receive the v•a'itten notification: declare their claims to the liquidation g:mup.

When declaring their claims, the creditors shall explain¯ relevallt particulars of their claims and provide
supporting materials. Claims shall be registered by the liquidation group.

During the period of declaration of claims, the liquidation group may not repay the debts to the creditors.
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•: After a liquidation group has thoroughly examined the company's property and prepared a
bal•mce sheet and a schedule of property, it shall tk•rmulate a liquidation plan and submit the same to the
board of shareh.olders, general meeting or the people's court tbr confirmation.

The property of a company :remained after the p:roperty is respectively applied to payment of the liquidation.
expenses, the wages, social insurance premiums mid statutory compensation of staff and workers and the
outstanding taxes, and to full paylnent of the debts of the company shall be distributed, .in the case of a
limited liability company, in proportion to the capital contributions of its shareholders and, in the case of a
company limited by shares, in proportion to the shareholdings of its shareholders.

During liquidation, a company shall continue to exist, but it :may not engage in new business activities
urn'elated to liquidation. Company property may not be distributed among its shareholders prior to full
repayment in accordance with the stipulations of the preceding pm'agraph.

...;....:• ..•••: If the liquidation group, having thoroughly examined the company's property and prepared a
balance sheet and a schedule of property, discovers that the company's property is insufficient to pay its
debts in fiall, it shall apply to the people's court for declaration of insolve:ncy acco:rding to the law.

Afte:r the people's court ihas ruled to declare the company insolvent, the company's liquidation group slhall
turn over the liquidation matters to the people's court.

• ,,,;:i:•,.,•,.,ii.•.•:::...........•f•: Following the completion of liquidation, the liquidation group shall compile a liquidation
report and submit the same to the board of shareholders, general meeti:ng or the people's court for
confirmation, as well as to the company registration authority. In addition, the liquidation group shall apply
for cancellation of the company's registration and announce the company's terminatio:n.

•: Members of a liquidation group shall be devoted to their duties and perform their liquidation
obligations according to thelaw.

Members of a liquidation group may not abuse their authority to accept bribes or other illegal income and
may not seize company property.

If members of a liquidation group willthlly or through gross negligence cause losses to the company or its
creditors, they shall be liable for compensation.

••: Where a company is declared bankrupt according to the law, it shall be subject to insolvency
liquidation according to the laws on enterprise i:nsolvency.

Chapter XI: Branches of Foreign Companies

••: For the purposes of the Law, the term "foreign companies" .reti•rs to companies incorporated
outside China in accordance with a foreign count•"s law.

•: To establish a branch in China, a foreign company shall file an application with China's
competent authority and submit relevant documents such as its articles of association, the company
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registration certificate isstied by its country, etc. Upon approval, it shall go through registration procedures
with the company registration authority according to the law and obtain a business license.

Measures *br exmnination and approval of branches of ibreign companies shall be separately stipulated by
the State Council.

•: A tbreign company that estabhshes a branch in China shall designate a representative
or an agent in China to be responsible [br such branch mad shall allocate an mnount of funds to such branch
comm.ensuiztte with the business activities in. which it is to engage.

If it :is necessary to prescribe a minimuln amount of operating funds of branches of foreign companies, such
amount shall be separately prescribed by the State Council.

••: The name of a branch of a foreign company shall indicate the nationality" and form of liability
of such foreign company.

The branch of a foreign company shall keep at its oft]ce a copy of such foreign company's articles of
association.

•: Branches established in China by foreign companies shall not have the status of Chinese legal
persons.

Foreign conapanies shall be civilly liable for the business activities carried out in China by their branches.

•: The business activities engaged in within China by' Ibreign companies' branches that have been
established upon approval shall comply with the law of China and may not harm China's social public
interests. The lawful rights and interests of such branches shall be protected by the laws of China.

••: When a foreign company closes its branch in China, it shall pay its debts in full according
to the law and carry out liquidation in accordance with the provisions of the Law concerning company
liquidation procedure. Such [breign company may not transfer its brmach's property out of China prior to full
payment of its debts.

Chapter XII: Legal Liability

•: If, in violation of the provisions hereof, company registration is obtained by means of reporting
a false amount of registered capital or by submitting false materials or resorting to other fraudulent methods
to conceal naajor facts, the company registration authority shall order rectitication and, in the case of a
company that reported a false amount of registered capital, the company shall be fined. not less than 5% and
not more than 15% of the false amount of registered capital and, in the case of a company that submitted
false materials or resorted to other fraudulent methods to conceal maior facts, the company shall be fined
not less than RMB 50,000 mad not more than tLMB 500,000. In serious cases, the company's registration or
the business license shall be revoked.
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•: If promoters or shareholders of a company nr,.tke fhlse capital contributions by failing to pay or
deliver or pay or deliver according to schedule monetary or non-monetary property as capital contribution,
the company registration authority shall order rectification, and a fine of not less than 5% and not more thm•
15% of the amount of false capital contribution shall be imposed.

•: If promoters or shm'eholders of a company surreptitiously withdraw their capital contributions
after the compm•y has been established, the company registration attthority shall order rectification, and a
fine of not less than 5% mid not more than 15% of the amount of capital contribution withdrawn
surreptitiously shall be imposed.

••: If a company violates the Law by establishing account books in addition to those required by
law, the finance department of the people's government at county level or above shall order rectification,
and a fine of not less than RMB 50,000 and not more than RMB 500,000 shall be imposed.

•: If a company makes false record or conceals maior facts in the materials provided to the
relevant department in charge such as the financial m•d accounting repo•s, the relevant department in
charge Shall impose a fine of:not less than RMB 30,000 and not more than RMB 300,000 on the personnel
in charge that are directly responsible and other directly responsible personnel.

•!!i!!!• It'a company fails to make allocations to the statutory common reserve in accordance with the
provisions hereot, the finance department of the people's government at county [eve[ or above shall[ order
the company to allocate the full amount to be allocated, mad. may impose a fine of not more than RMB
200,000 on the company.

•: If a com.pany, when being rnerged or divided, reducing its registered capital or caro, ing out

liquidation, thils to notify its creditors or to amaounce the same to its creditors in accordance with the
provisions hereof, the company registration authority shall order rectification, and. the company shall be
fined not less than RMB 10,000 and not more thma RMB 100,000.

If a company in liquidation conceals its property, records thlse information in its balance sheet or schedule
of property or distributes company property prior to thll payment of its debts, the company registration
authority shall order rectification, and the company shall be fined not less than 5% and not more than 10%
of the amount of property concealed or the amount of company property distributed prior to full repayment

of its debts. The personnel in charge that are directly responsible and other directly responsible persomael
shaH be fined .not less than RMB 1.0,000 ,and not more than RMB 1.00,000.

•: If a company, during the period of liquidation, engages in business activities unrelated to

liquidation, the company registration authority shall issue a warning and confiscate the illegal income.

•: If a liquidation group fails to submit a liquidation report to the company registration authority
i.n accordmace with the provisions hereof or if the liquidation report submitted conceals major facts or
contains major omissions, the company registration authority shall order rectification.
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If members of a liquidation group use their authority to engage in graft, seek illegal income or seize
company property, the company registration authority shall order them to return company .property,

confiscate tile illegal income and may impose a fine of not less than the amount of the illegal, income and
not more than five times of the illegal income.

•: If an organization undertaking asset valuation, capital verification or other verification
provides false materials, the company registration authori) shall confiscate its illegal income, impose a fine
of not less than the mnount of the illegal income and not more than five times of the illegal income, and the
relevant departments i.n charge may order the organization to cease business, revoke the qualification
certificates of the personnel directly responsible and revoke the business license according to the law.

If an organization undertaking asset valuation, capital verification or other verification provides a report

containing serious omissions due to negligence, the compm•y registration authority shall order rectification.
If the circumstances are relatively serious, it shall be fined not less daan the amount of the revenue obtained
and not more than five times of the revenue obtained and, in addition, the relevant departments in charge
may order the organization to cease business, revoke the qualification certificates of the persolmel directly
responsible and revoke the business license according to the law.

If the valuation result, certificate of capital verification or other verification issued by an organization
undertaking asset valuation, capital verification or other verification is proved to be false, thereby causing
losses to the creditors of a company, the organization shall bear the liability fbr compensation to the extent

of the aanount of the false valuation or verification unless it is able to prove that it is not at tS.ult.

•: If the company registration authority grants registration to an application t'or registration that
does not satisfy the conditions set forth herein, or does not grant registration to an application for
registration that satisfies the conditions set tbrth herein, administrative sanctions shall be given to the
personnel in charge that are directly responsible and other directly responsible personnel according
to the law.

•: If the superior authorities of the company registration authority force the compmly registration
authority to grant registration to an application tbr registration that does not sati.s• the conditions set forth
herein or not to grant registration to ml application •br registration that satisfies the conditions set forth
herein, or if they cover up an. illegal registration, administrative sanctions shall be given to the personnel in
charge that are directly responsible and other directly responsible personnel according to the law.
;•Ui• .•:•••: If an entity that has not been registered according to the law as a limited liability company or
company limited by sha•res passes :itself off as a limited liability company or company linfited by shares, or
an entity that has not been registered according to thelaw as the branch of a limited liability company or
company limited by shares passes itself off as the branch of a limited liability company or company limited
by shares, the company registration authority shall order rectification or close dovm the entity, and may
impose a fine of not more than RMB 100,000.
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•: If a company, without proper reason, fails to commence business within six months following
its establishment or, after having commenced business, voluntarily suspends business tbr more than six
months, its business license may be revoked¯ by the company registration auth.ority.

If a change occurs in a particular of company registration and the relevant change :is not registered in
accordmace with the provisions hereof, the company registration authority shall order registration within a
time limit and, if registration is not carried out within such time limit: a fine of¯not less than RMB 10,000
and not more than RMB 100,000 shall be imposed.

•: If a foreign company ¯violates the provisions hereof by establishing a branch in China without
authorization, the company registration authority shall order rectification or shut down the branclh, mad may
impose a fine of not less than RMB 50,000 and not more than RMB 200,000.

•: If serious illegal acts that harm State security and social and public interests are carried out in
the name of the company, the business license shall be revoked.
¯

!}:'•i........ .".".,••: Companies that violate the provisions hereof shall assume civil liability tbr compensation and
be subject to fines, and in case that such company's property' is insufficient to pay such compensation and
fine, it shall first assume civil liability fbr compensation.

•:Wherethe ¯ v"" • • ¯p.to .lslons hereof are violated and a crime is constituted, such cri:me shall be sul•ject
to criminal prosecution according to the law.

Chapter XIII: Supplementary Provisions

•: The meanings of the following terms in the Law are defined as follows:

(I) "senior officers" refer to the manager, deputy manager and person in charge of financial affairs of a
company and, in the case of a listed company, the secreta•; to the board¯ of directors and other
personnel specified in the articles of association.

(1I) "controlling shareholder" refers to the shareholder whose capital contribution accounts for 50% or
more of the total capital¯ of a limited liability company or wh.ose shareholding accounts fbr 50% or
more of the total share capital of a company limited by shares; or the shareholder whose capital
contribution or shareholding is .less than 50% but whose voting rights pursuant to such capital
contribution or shareholding are sufficient to have a major impact on the resolutions of the board of
shareholders or general meeting.

(lII) "de fgcto controller" refers to a person who, alfllough is not a shareholder of the company, is
capable of actually controlling the conduct of the compmay through investment relations,
agreements or other arrangements.

(IV) "affiliation" refers to the relationship between the controlling Shareholder, de t)acto controller,
director, supervisor or senior officers of a compmay and an enterprise directly or
indirectly controlled by him as well as any other relationship that may lead to a transfer of the
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interests of the company. However, there shall be no aft.]liation, between State-controlled
enterprises merely due to the fact that the State has a controlling interest in them.

•: The Law shall apply to foreign-funded limited liability companies and companies limited by
shares. Where laws on foreign, investment have other stipulations, such stipulations shall apply.

••: The Law shall come into force as of Janua•, 1, 2006.
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