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I BACKGROUND
1. Introduction

Statistic released by the Ministry of Commerce (“MGDM”) stated that by the end
of 2008, the total amount invested in 2008 was 93895billion, 23.58 % more

than in 2007. China’s accession to the World Tr@iganisation has unleashed
unprecedented foreign investment.

Over the past few years, multinational manufactudeave expanded production
within China, aiming to streamline costs, increpsefit margins and expand into
one of the world’s fastest growing consumer markefghe classic route for foreign
investors was to establish an equity joint ventarep-operative joint venture or a
wholly foreign owned enterprise.

Instead of launching start-ups, many foreign inmestare now considering
acquisitions, while traditional joint ventures anereasingly rejected in favour of
majority shareholdings, if not full ownership. #A=ll as low labour costs, foreign
investors are placing greater emphasis on goodsupply of raw materials and the
distribution networks, all of which enable themifomarket share more quickly.

However, there have always been legal issues f@igio investors to overcome.
China was lack of systematic law on mergers andiaitipns and there were limited
provisions in Chinese company law, contract lawniatstrative regulations and
notices to facilitate the establishment of Sincefgn activities within China.

Now, the legal climate has changed. Certain M&Aatedl regulations, including the
Provisional Regulations on Reforming State Owned Herprises with Foreign
Investment (effective January 2003)thelnterim Provisions on the Takeover of
Domestic Enterprises by Foreign Investors (effectey September 2006and the
Provisional Regulations on Transfer of State Ownetsp of Chinese Enterprises
(effective February 2004) are all now in place. These rules increase assck,
transparency and certainty in the M&A regulatorginee and seek to ensure that
state assets are not sold or transferred at belwat the PRC Government regards as
their proper value. They make it possible for mesgand acquisitions to be
structured with more certainty. These regulatipnevide foreign investors with
broader opportunities to acquire shares in Stateeowenterprises and domestic
enterprises and to acquire legal person sharesstetllcompanies. On the other
hand, the PRC government strengthens the controherfgers and acquisitions
activities in particular, activities in relation special purpose vehicles.

2. PRC Government Policy

Current PRC government policies indicate strongpsupfor the mergers and
acquisitions market. The PRC Government policidsaane the privatisation of the
State-owned sector, one of the examples is thenteaanouncement of the
restructuring of State assets of 117 State-ownddrmses totaling RMB 22.7
billion through M&A in Changchun, the capital ofnleeast China’s Jilin province.
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3. World Trade Organisation (“WTQO”)

China's integration into the world economy hasaalyeaccelerated upon China’s
entry into WTO. To meet the challenges of beingh@mber country of WTO,

China is readjusting its foreign investment pobgishifting the emphasis from
traditional joint and cooperative ventures to tratonal purchases.

Il. COMMON TYPES OFMERGERS ANDACQUISITIONS IN CHINA
1. Direct Equity Acquisition

A foreign investor may directly purchase all ortpafrthe non-listed equity interest
of a target company from one or more of the exgstinvestors. Alternatively, the
foreign investor can subscribe for increased chgpfta target company.

Direct acquisitions are subject to the approvahef Chinese authorities. This type
of acquisition tends to be more preferred for PR&eSvendors since this type of
acquisition will assist them to divest themselves af the liabilities as well as the
assets of the enterprise.

2. Indirect Acquisitions

A foreign investor can acquire or increase conraédrget company by purchasing
some or all of the offshore shares held by theetacgmpany’s foreign parent(s).
However, this type of acquisition is only availaliiehe PRC target company has
foreign investors’ equity.

As the transaction can be completed entirely offshib does not require approval of
the PRC authorities. Also, from a PRC regulatanpof view, it is not necessary
to obtain consent from any other shareholders @fRRC target company or from
the board of directors of the PRC target company.

3. Asset Acquisition

A foreign investor can use a newly established iforéunded enterprise or an
existing foreign-funded enterprise as an acquiviehicle to purchase directly some
or all of the business and assets of a target coynpaA definite advantage of asset
acquisitions is that a foreign investor can seltsgbreferred assets and businesses of
the target company. All the existing obligatiotiabilities or restrictions of the
target company will therefore remain with the targmmpany.

The foreign investor is required to establish asteged office/agent in China in the
form of a foreign-funded enterprise to acquire amgerate domestic assets.
Separate approvals from the PRC authorities areinest) for a foreign-funded
enterprise which is established for the purposaagfuiring the assets of the PRC
target company.

4. Acquisition of Corporation with State-owned Interegs
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Interests in State-owned enterprises in China canadguired by direct equity
acquisition or by the asset acquisition as mentdoa&ove. Certain special
regulations govern acquisitions of State-owned re#is, in particular the
State-owned Enterprise Restructuring Regulatioffediitve from 1 January 2003)
and the Provisional Regulations on Transfer of eStatvnership of Chinese
Enterprises (effective from 1 February 2004), thgetwith the Provisional
Regulations on the Merger and Acquisition of DonteBnterprises (effective from
12 April 2003), are all now in place.

lll. LAWSAND REGULATIONS OF MERGERS ANDACQUISITIONS IN CHINA

There are two important regulations governing ttepugsition of assets and shares of
State-owned enterprises and wider general regak&tm mergers and acquisitions
by foreign investors in China:

1. Interim Provisions on the Takeover of Domestic Entgrises by Foreign
Investors (“M&A Rules”)

On 8 August 2006, MOFCOM, State Assets Supervisama Administration

Commission of the State Council (“SASAC”), the Stadministration of Taxation
(“SAT"), the State Administration of Industry ancdo@merce (“SAIC”), the China
Securities Regulatory Commission (“CSRC”) and thmteS Administration of

Foreign Exchange (“SAFE”) jointly issued tM&A Rules, which became effective
on 8 September 2006. The M&A Rules regulate gfles of mergers and
acquisitions involving foreign investment under ghugervision of the MOFCOM.

This is one of the most important regulations ilatten to mergers and acquisitions
by foreign investors in China. The key featurethefM&A Rules are:

(A) Scope

Article 2 of the M&A Rules provides that they arppéicable to acquisitions of
domestic non-foreign-funded PRC enterprises (haf@nreferred to as “domestic
company”) by foreign investors. They apply to:

(@) Share Acquisitions (“equity-based takeover”)

0] To transform a domestic company into a foreign-tdhdnterprise by
acquiring equities of shareholders in a domestiengany by
agreement entered into between the domestic comjpaaly the
foreign investor ; or

(i) to transform a domestic company into a foreign-atheénterprise by

subscribing of additional registered capital incangstic company by
the foreign investor.
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(b) Asset Acquisition (“asset-based takeover”)

0] To establish a new foreign-funded enterprise ardhase assets in a
domestic company by agreement entered into betweeiglomestic
company and the newly established foreign-fundeérprise and
to operate the assets in the domestic company ghrdlue newly
established foreign-funded enterprise; or

(i) to purchase assets in a domestic company by agnéemtered into
between the domestic company and the foreign iovestd to invest
those assets into a newly established foreign-fdinetgerprise for
operating the assets in the domestic company.

MOFCOM takes the view that the M&A Rules shall gpf any target company
incorporated as a company under PRC Company Lawerefore, the M&A Rules

apply to limited liability companies and companiesited by shares, including

State-owned enterprises incorporated as limitdalliiipa companies and companies
limited by shares.

(B) Foreign Investors Qualifications

The M&A Rules do not replace any existing foreigauastment laws and regulations,
in fact, the M&A Rules provide guidance and implenation techniques in mergers
and acquisitions. Along with other foreign investihlaws and regulations in the
PRC, all foreign investments must follow guidelin@®vided in the Catalogue of
Industries for Guiding Foreign Investment ("Indys@€atalogue™) which delineate
the categories of encouraged, permitted, restricted prohibited industries for
foreign investment. An enterprise engaged in ancOeraged” business, for
example, development and production of food forypalderly and functional food
may qualify for local (and generally more lenieapproval processes. The M&A
Rules do not serve as an exception to the Ind@atalogue, which means that no
acquisitions of either shares or assets are allaviia target industry falls within
the prohibited category and there are differentrict®ns set upon the acquisition if
the target industry falls within the restrictedexsry.

(C) A New Type of Foreign Invested Enterprise

Article 9 of the M&A Rules provides that in the ewea foreign investor’s
contribution falls below 25%, this will be noted asremark on the approval
certificate, business licence and a Foreign ExchaReggister Certificate of the
foreign-funded enterprise. Such type of foreignefed enterprise would not be
able to take advantage of any preferential treatragailable to a foreign-funded
enterprise with 25% or more of contribution by fbeeign investor.

(D) Asset Assessment

Article 14 of the M&A Rules provides that the acgjtion price of the equities to be
transferred or the assets to be sold, must be lmasad asset assessment given by an
asset assessment institution. In order to refleeztgovernment's sensitivity to tax
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evasion and prohibit diversion of any capital adraa any disguised form, the
M&A Rules expressly prohibit setting an acquisitiprice significantly below the

assessed value of the equities to be transferrddeoassets to be sold. Within
these boundaries, existing laws and regulationgrgdig allow the parties to freely
negotiate the transfer price. However, transactionslving state-owned equity
interests or assets must comply with special reéigms on the management of
state-owned assets. There are also separate tregsilgoverning the disposal of
assets of state-owned interests.

Under the M&A Rules, an asset assessment institwtiaich is lawfully established
within the PRC may be used. However what oftenpkap is that a foreign
investor will also appoint an international assessiminstitution to provide a
benchmark for the value of the assets and to assilie negotiations with the
domestic asset assessment institution.

(E) Creditors’ Rights

Under the M&A Rules, a disposal of shares doesaffett the creditors’ rights of a

domestic enterprise. Article 13 of the M&A Rule®yides that for a share-based
takeover, the foreign-funded enterprise establisifeat takeover will succeed to all

the credits and debts of the domestic company.

For an asset-based takeover, the domestic compatlyundertake its former debts
and credits. In addition, the domestic companyerpuired to send a notice to its
creditors and publish an announcement in a newspaprilated nationwide not
later than 15 days before the foreign investor stbthe application documents for
approval. The foreign investor, the domestic comnypaneditors and other parties
concerned can enter into separate contractual ragrée regarding the disposition
of the obligations and creditors’ rights of the destic company provided that these
agreements do not impair the interests of any thandly or the public interest. These
agreements must also be submitted to the apprattadaties in the PRC.

(F) Payment of Consideration

Article 16 of the M&A Rules provides that the puasier must pay the vendor the
whole amount of consideration within three (3) nienafter issuance of the business
licence to the newly established foreign-fundederarise after the equity-based

takeover or asset-based takeover. However, anggtemay be granted subject to

approval, so that 60% is payable within six (6) therafter issuance of the business
licence, and the remaining balance of the considergs payable within one year.

In the case of the foreign investor subscribes tha@ increased capital in an
equity-based takeover, at least 20% of the newdsemsed registered capital shall be
paid when the domestic company applies for a basiriecence for a newly
established foreign-funded enterprise. The timgadg the other newly increased
registered capital shall be in line with the compdaw, the laws on foreign
investments and the Regulation on the AdministratibCompany Registration.
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(G) Registered Capital Share

According to Article 18 of the M&A Rules, in thesm of an equity-based takeover,
the registered capital of the newly establishedipr-funded enterprise shall be the
same as that of the original domestic company. tl@nother hand, if a foreign
investor subscribing for the increased portion @fistered capital of the newly
established foreign-funded enterprise, the regstarapital of the foreign-funded
enterprise will be the sum of the registered capitédhe domestic company and the
newly subscribed capital by the foreign investdre Telative ownership percentages
between the foreign investor and the existing staders of the domestic company
are determined on the basis of the assessed véltlee assets of the domestic
company.

(H) Ratios Between Registered Capital And Total Investent

Article 19 of the M&A Rules also set out the uppasnits of the total investments to
the foreign-funded enterprises after takeovers.esmlotherwise stated, the upper
limits shall be determined according to the follog/rates:

(1) if registered capital is US$2.1 million or leske total amount of investment
shall not exceed 10/7 of registered capital;

(i) if registered capital is more US$2.1 milliomad less than US$5 million
(including US$5 million), the total amount of inwe®ent shall not exceed
two times of the registered capital;

(ii)  if registered capital is more than US$5 nahi but less than US$12 million
(including US$12 million), the total amount of irsteent shall not exceed
2.5 times of the registered capital; and

(iv) if registered capital is more than US$12 roiflj the total amount of

investment shall not exceed three times of thesteggd capital.

() Application, Examination and Approval Procedures

For both an equity-based takeover and asset-bakedver, a foreign investor shall
submit the following documents in accordance witd laws, regulations and rules
on the establishment of a foreign-funded enterptise¢he to the authorities for
approval:

0] shareholders’ resolutions of the domestic compaoy passing the
equity-based takeover or a resolution of the persorauthority who is
entitled to the right of the assets of the domestimpany for the consent of
the sale of assets;

(i) an application for the establishment of the foreigmded enterprise;

(i)  an contract and the articles of association offtiheign-funded enterprise to
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be established after takeover;

(iv)  an agreement on the foreign investor’s acquisibibequities of shareholders
of the domestic company or on the foreign invest@ubscription of the
capital increase of the domestic company or art aggeement signed by the
foreign-funded enterprise to be established orftieign investor and the
domestic company;

(v) for equity-based takeover, the previous year fir@naudit report of the
domestic company;

(vi)  the notarised and certified documents of the idgntegistration and credit
standing of the foreign investor;

(vii)  for asset-based takeover, the notice of the takesvet the announcement to
the creditors of the domestic company and the rete of non-rejections
raised by the creditors in respect of the takeover;

(viii) for equity-based takeover, the duplicates of theirmss licence of the
domestic company; and for asset-based takeoverrtldes of association
and duplicates of the business licence of the docmesmpany;

(ix)  the proposal of the arrangement of employees inldmeestic company; and

x) the documents as referred in Articles 13, 14 andfibe M&A Rules.

If the business scope, scale, land-use right of@dn-funded enterprise established

after takeover are subject to the licence of thevest government departments, the

relevant licencing documents shall be submitted@Mith the documents as listed
above.

The decision for approval or disapproval of theetaler shall be made within 30
days after the approval authority receives the wiset of documents as required.

(J) Anti-Competition

Article 51 of the M&A Rules set out an anti-compietn framework relating to
foreign investment.

If any of the following situations is present irpeoposed acquisition of a domestic
company, the foreign investor should file a repdth the MOFCOM and SAIC:

0] turnover of any party to the takeover in the Chimarket exceeds RMB 1.5
billion in the current year;

(i) the foreign investor has cumulatively acquired md¢nan 10 domestic
enterprises in related industries;

(i)  the China market share of any party to the takebasmreached 20%; or
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(iv)

The takeover will result in the China market shafeany party reaching
25%.

The aforesaid party includes the connected enserfithe foreign investor.

If a transaction does not involve any of the abfoug sets of circumstances, it may
still be subject to anti-competition review. If N\OOM or SAIC believes that a
transaction may result in excessive market conagatr, harm to legitimate
competition or damage to consumer interests, thaye hthe discretion to call
hearings involving relevant departments, institagioenterprises and other interested
parties, and may disapprove the transaction obdbkes of such hearings.

(K)

Equity-payment-based Merger and Acquisition

The PRC government regulates a new type of memygraaquisition that shall be
done by an overseas listed company or a SpecigbparVehicle (“SPV”). The

“equity-payment-based takeover of a domestic ent&pby a foreign investor”

means that the shareholders of an overseas conankiase the equities or the
increased capital of a domestic company by payime dquities of the overseas
company it holds, or that an overseas company psesh the equities or the
increased capital of a domestic company by paysoncreased shares.

a. According to Article 29 of the M&A Rules, the eqges of the domestic and

overseas company involved in the equity-based tadtenf a domestic company
by a foreign investor shall meet the following citiohs:

0] the shares are lawfully held by the shareholdedsnaay be transferred in
accordance with the law;

(i) there is no dispute over their ownership, theyrareheld in pledge and
they are not subject to any other limit of right;

(i)  the equities of an overseas company shall be ligtgolicly in an
overseas lawful securities exchange market (exctuthe over-counter
exchange market); and

(iv)  the transaction price of the equities of the ovessmpany in the recent
1 year remains stable.

The Items (iii) and (iv) are inapplicable to SPVs.
According to Article 39 of the M&A Rules, SPV refeto an overseas company
which a domestic company or natural person direatlyndirectly controls for

the purpose of making its actual domestic compaties get listed abroad.

According to Article 41 of the M&A Rulesthe domestic company with its
equities listed abroad shall satisfy the followganditions:

0] its property right is clear. There is no disputgotential dispute over its
property right;
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(ii)

(iii)

(iv)

it has a complete business system and a good rsaiskai operation
capacity;

it has a sound corporate governance structure rdedhal management
system; and

the company and its main shareholders have no deobrserious
violation of any law or regulation in recent 3 ygar

According to Article 44 and Article 32 of the M&AURes, where a SPV intends
to take over a domestic company by equities, thraedbic company shall apply
for the approval by the MOFCOM and submit not otie documents as
required in Chapter Ill of the M&A Rules, but alg® following documents:

(i)

(if)
(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(xi)

CHARLTONS

A statement of the changes of equities and impbdiaanges of assets of
the domestic company within the recent 1 year,

A takeover consultant’s report;

The business opening certifications or identitytiieation documents of
the relevant domestic and overseas companies aircGttareholders;

Descriptions about the equities held by the shaddehn® of the overseas
company, and the name list of the shareholdershvalteb5 % or more of
the equities of the overseas company;

The articles of association of the overseas comparty a description
about the guaranties it provides to outsiders; and

The recent annual financial statements upon audlta report on the
stock dealings of the overseas company in the tdwdhyear.

The approval documents and certificate for the stwe to run an
enterprise abroad at the time of establishmenthef dpecial-purpose
company;

The foreign exchange register form for the overseasstments of the
special-purpose company;

The identity certification documents or the busgepening certification
and articles of association of the final controldrthe special-purpose
company;

The business plan on the overseas listing of teeiappurpose company;
and

The assessment report made by the takeover comsoltathe price of

the stocks to be issued by the special-purpose aoynpo get listed
abroad in the future.
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And if the parties concerned makes an overseas aoynpvhich holds the

equities of a special-purpose company, serve abjac to get listed abroad, the
domestic company shall, apart from the aforesaidunh@nts, submit the

following documents:

(i)

(ii)

The business opening certification and the artioieassociation of the
overseas company; and

The arrangement of the special-purpose company thedoverseas
company for the transaction of the equities of dmenestic company
taken over, as well as the detailed descriptionh®fmethod to convert
the equities to money.

According to Article 45 of the M&A Rules, the appad certificate issued by the
MOFCOM for the SPV’s merger and acquisition onlyteexis 1 year, which
means that the SPV shall complete the listing @®aswithin one year;
otherwise, the domestic entity’s equity structuit k@sume to the state prior to
the equity-based takeover. Therefore, since thelemgntation of this new
M&A Rules, seldom red-chip listings were successful

2. The Measures for the Administration of Strategic Irvestment in Listed
Companies by Foreign Investors (the “Strategic Invetment Measures”)

The new M & A rule regulates the strategic purchafsthe listed equity. Following
this rule, the MOFCOM, CSRC, SAT, SAIC, and SAFE &h December 2005
jointly released the Measures for the Administratiof Strategic Investment in
Listed Companies by Foreign Investors and the &jratinvestment Measures
became effective on 31 January 2006.

(A) Strategic Investor Qualification

An investor shall satisfy following qualificatiooif making strategic investment:

(i)

(ii)

(iii)

(iv)

CHARLTONS

It is a foreign legal person or other organizatibat is established and
operated according to law, with sound finance, goedlit standing, and
mature management experiences;

Its total overseas paid-in capital shall be no taas USD 100 million or
the total overseas paid-in capital under its mamage shall be no less
than USD 500 million; or the total overseas paidapital of its overseas
parent company is no less than USD 100 millionhar total overseas
paid-in capital under the management of its pacentpany shall be no
less than USD 500 million;

It has sound governance structure and sound iriteonérol system, and
criterions for management acts; and

It (including its parent company) has no recordgralve penalties by any
regulatory institution both home and abroad witthia past three years.
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And when making strategic investment, an inveshalsalso comply with the
following requirements:

(i)

(ii)

(iii)

(iv)

(v)

The A share stock of a listed company is obtaingdvhy of transfer
under an agreement or directional issuance of rfewes by the listed
company or by any other means as prescribed bystatg law or
regulation;

The investment may be made by stages, the propastishares obtained
by it after completing initial investment shall be lower than 10% of
the shares having been issued by the company,sutilese are special
provisions in a special industry or it is approvied the competent
departments;

The A share stock of a listed company obtainedhleyinivestor shall not
be transferred within 3 years;

For the industry for which there are clear prowvisicby any law or
regulation on the proportion of shares held by ifm investor, the
proportion of shares of the aforesaid industridd bg an investor shall
comply with the relevant provisions; for any fieltts which foreign
investment is prohibited by any law or regulatitme investor shall not
make investment in any listed company in the atndceBeld; and

In case any state-owned shareholder of a listedoaamnis involved, it
shall comply with the relevant provisions on staweged assets
administration.

(B) Procedures and Documents

The investor may make strategic investment by @fadirectional issuance of a
listed company or transfer under an agreement.

In the case of the strategic investment is madesdoy of directional issuance of
a listed company, it shall be handled in lighttad following procedures:

(i)

(ii)

(iii)

(iv)

(v)

CHARLTONS

The board of directors of the listed company adadpésresolutions on
directional issuance of new shares to investors aandndments of the
draft of the articles of association of the company

The shareholders’ meeting of the listed companyptdthe resolutions
on directional issuance of new shares to investodsamendments of the
articles of association of the company;

The listed company enters into a directional issgarontract with the
investor;

The listed company submits the relevant applicatioouments to the
MOFCOM in accordance with Article 12 of the Strate¢nvestment
Measures, if there is any special provision, itlld followed,;

After obtaining the approval letter in principleoin the MOFCOM for
the strategic investment in the listed company byraestor, the listed
company shall submit the application documentddfeectional issuance
to CSRC, and CSRC shall grant approval accordirgvioand
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(vi)  After completing the directional issuance, theslistompany shall obtain
the certificate of approval for foreign-funded epteses from the
MOFCOM, and proceed with the alteration in registra at the
Administrative Department of Industry and Commeuog®n receipt of
the certificate of approval.

However, in the case of any strategic investmennagle by way of transfer
under an agreement, it shall be handled in lighheffollowing procedures:

0] The board of directors of a listed company adopsresolutions on the
strategic investment of an investor by way of tfansunder an
agreement;

(i) The shareholders’ meeting of a listed company adth@ resolutions on
the strategic investment of an investor by way rainsfer under an
agreement;

(i)  The transferor enters into a share transfer agneewith the investor;

(iv)  The investor submits the relevant application dosots to the
MOFCOM in accordance with Article 12 of the Strate¢nvestment
Measures, if there is any special provision, itldfollowed,;

(v) If an investor takes stake in a listed companysheeshall proceed with
the procedures for confirmation of share transfertte Securities
Exchange upon the approval of the aforesaid apgmitaAn investor
shall also proceed with account transfer registna@t the Securities
Depository and Clearing institution. The documeotat as
aforementioned shall be sent to CSRC for filingj an

(vi)  After the completion of the transfer under an agrest, the listed
company shall obtain the certificate of approvat foreign-funded
enterprises from the MOFCOM, and proceed with atien in
registration at the Administrative Department adustry and Commerce
upon the receipt of certificate of approval.

(vii)  In case an investor intends to actually contrastedl company by way of
transfer under an agreement, it shall, after obtgithe approval in light
of the procedures of items (i) through (iv) abovatiaed, submit the
report on the acquisition of a listed company drmarelevant documents
to the CSRC, and comply with the formalities fomfionation of the
share transfer at the Stock Exchange after the C3RE made
examination and has no dissent, then apply fostegion and transfer at
the Securities Depository and Clearing institutibfter completing the
aforesaid formalities, the investor shall procedathwhe procedure set
out in item (vi) abovementioned.

A listed company or investor shall also submit thkowing documents to the
MOFCOM:

(1) Application Letter for Strategic Investment;

(i) Strategic Investment Scheme;
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3.

(iii)
(iv)

(v)
(vi)

(vii)

(viii)

(ix)

(x)

Directional issuance contract or share transfezegent;

Opinions of a recommendation institution (in cade ao directional
issuance) or legal opinions;

The letter of commitment for holding shares incafigaby the investor;

Statements of the investor on its having no recofdgrave punishment
by any regulatory institution both home and abrwoatthin three years,
and statements on whether it has any other redordregrave penalties;

The registration certificate of the investor thaishbeen notarized and
certified according to law, and the identity cecdte of the legal
representative (or the authorized representative);

The statements of assets and liabilities of theestar in recent three
years, which have been audited by a certified atten;

The documents to be submitted as prescribed irfivesaid items (1),

(2), (3), (5), and (6) shall be signed by the leggiresentative of the
investor or its authorized representative, if tleuwiments are signed by
the authorized representative, the power of atiosigned by the legal

representative and the corresponding notarizededified documents

shall be submitted; and

Other documents as prescribed by the MOFCOM.

The MOFCOM shall give approval letter in principdgthin 30 days after the
receipt of all the aforesaid documents, and thi&lyadriod of the approval letter
in principle shall be 180 days.

Interim Provisions on Restructuring State Owned Enérprises with
Foreign Investment (“SOE Restructuring Provisions”)

The SOE Restructuring Provisions were issued pibjl the State Economic and
Trade Commission, the Ministry of Finance, SAIC 8AFE and became effective
on 1 January 2003.

(A) Applicability and Scope

With reference to Article 3 of the SOE RestructgriRrovisions, there are five
methods of restructuring State Owned Enterpris© ES using foreign capital:

(i)

(ii)

(iii)

CHARLTONS

foreign investors may restructure a SOE intmr@ign-funded enterprise by
acquiring all or part of the State interest in &850

foreign investors may restructure a SOE or ampany-based enterprise
consisting of state-owned shares (“state-owned emwyip into a
Foreign-funded enterprise by acquiring all or pdithe shares in a SOE;

foreign investors may acquire from domestieditors, debt owed to them by
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the SOE and restructure such enterprise into &foifended enterprise;

(iv)  foreign investors may acquire all or the méjoof the assets of a SOE or a
state-owned company and subsequently establisfemfefunded enterprise
jointly with that SOE and state-owned company s#jgdy from the assets
purchased from that SOE and state-owned compandy; an

(V) foreign investors may subscribe for increasedistered capital including
new/additional shares of a SOE or a state-ownedaag and subsequently
convert such enterprise into a foreign-funded @nmise.

(B) Foreign Investor Qualifications

Foreign investors wishing to take part in the ragtrring of a SOE must meet the
following criteria:

(1) having the management qualifications and tecdinskills required by the
restructured enterprise;

(i) having good business credit standing and manemt skills; and
(i) having good financial standing and econontresgths;

As is often the case with foreign investor quadifions set out in PRC legislation,
these qualifications are highly subjective, andidt unclear from the SOE
Restructuring Provisions how or by whom such cood# will be defined.

(C) Required Reorganisation Plan

A reorganization plan, which is in many respectsilsir to the “feasibility study
report” required for all foreign-funded enterpriseaust be submitted by the
reorganising party of the SOE, highlighting infotioa about the foreign investor,
its financial status, its business scope and egtiiticture, and plan for settlement of
staff. In addition, it appears from the SOE Redtring Provisions that, in
permitting foreign investment in the restructuriof SOEs, one of the State’s
requirements is the introduction of sound corpogateernance into the target SOE.
Article 5 of the SOE Restructuring Provisions speally requires foreign investors
to provide plans to improve the enterprise’s caafmrgovernance structure and
promote sustained growth of the SOE. Such a msiting plan must also include
measures for strengthening corporate management giidn of investment, and
provide for the introduction and development of reducts and technology. The
submission of a reorganisation plan is a new reguent for foreign investors.

(D) Employee Protection

The SOE Restructuring Provisions specifically imgposquirements for ensuring the
welfare of SOE employees and require the SOE beaagganized to first seek the
opinions of the employees’ congress of the SOE.soAlin the event that a
controlling interest in the SOE will pass to theeign investor upon acquisition, or
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if all or the main business assets of the SOE lvélkold to the foreign investor, the
reorganising party of the SOE must formulate a ftarsettling the staff and such
plan is subject to the approval of the employeesycess of the SOE.

While these specific employee protection requireimi@ne new to foreign investors,
the absorption of, and responsibility for, the fsteftheir Chinese partners is not.
However, the effect of these new requirements nayhlat SOEs will have more
leverage in negotiations with foreign investorsroee number of employees to be
absorbed by a foreign-funded enterprise after cetigul of an acquisition.

The reality is that personnel are the key to a es&fal transaction. Consultation
with staff is often beneficial in any event in Cito allay unrest. Otherwise, this
will delay the process considerably. In many casemnagement are the key to a
successful acquisition. They have access to irdbon about the business
necessary to carry out a due diligence processeir Shpport in agreeing the terms
of the transaction and obtaining local governmargpsrt can be crucial. The
reality is that foreign investors buying SOEs instnoases need to agree incentive
packages with existing management regarding tle&antion and remuneration after
the acquisition to achieve a successful transactittaving management on side
can be one of the main means of reducing acquisiigi by ensuring a higher level
of knowledge and transparency regarding the busiopsrations before acquisition.

(E) Approvals and Procedures

The approval thresholds and procedures under the B&structuring Provisions
mirror in many respects existing foreign investmenés. According to Article 9,

the reorganisation plan must be submitted to theteSEconomic and Trade
Commission for examination (Commissions and depamtsn under the State
Council undergone a systematic reform during 20@Banew commission, SASAC,
was established to overtake the function of stasets supervision under the
previous State Economic and Trade Commission.). refbee, the relevant

reorganisation plan should be submitted to SASACdpproval at present. The
same US$30 million threshold used in establishinfgraign-funded enterprise is
used for determining the level of approval requitedier the SOE Restructuring
Provisions.

Upon receipt of an official reply from the SASAQyeeding the reorganisation plan,
an acquisition agreement entered into by the rexsgey party of the SOE and the
foreign investor must be submitted for approvah@cordance with the provisions of
the Circular on Issuing the Provisional Regulationsthe Enterprises’ State Owned
Assets and Financial Administration (No. 325, 2004jqi) issued by the Ministry
of Finance. Several documents are required to HeEmisied along with the
acquisition agreement:

0] the registration certificate of state owned propeghts;

(i) information of the ratification or record filing dhe auditing and assets
evaluation reports of the reorganising party;

(i)  a staff and worker settlement program;

CHARLTONS 15 36105 v1



(iv)  an agreement for settling claims and debts;
(v) a restructuring plan;
(vi)  resolutions of the reorganizing party and the S@itt

(vii)  the opinions or resolution of the congress of ttadf and workers of the
SOE.

Upon receipt of approval of the reorganising plad the acquisition agreement, the
reorganising party or the SOE must then proceel thi2 examination and approval
procedures for foreign-funded enterprises in acmocd with the relevant
foreign-funded enterprises rules and the PRC Cogngaaw. While it is not
explicitly stated in the SOE Restructuring ProuispMOFCOM has confirmed its
jurisdiction over this examination and approval fdine establishment of
foreign-funded enterprises, and as such it willHeefinal authority for approval.

Upon completion of these approval procedures, tregisn procedures must be
followed in accordance with the Industry Catalogunel other applicable laws, and
foreign investors must pay for the acquisitiondreely convertible currency from
abroad. However, similar to other acquisitions Ghina by foreign investors,
foreign investors may use their RMB profits derivienin their existing operations
in China to purchase their interests.

4. Interim Measures for the Management of the Transferof the State-owned
Property Right of Enterprises (“Measures on Propery Transfer”)

SASAC has issued Measures on Property Transfeelation to the sale of any
state-owned interests, effective from 1 Februai@420 These are the latest issue of
regulations and provide for certain procedural attter formalities regarding the
transfer of state owned assets.

(A) Approval Procedures and Documents

The documents which need to be submitted to theA®AB relation to any transfer
of State-owned assets for approval are as follows:

)] relevant resolutions relating to the transfe6tate-owned assets;
(i) proposal on transfer of State-owned assetsrnfatly including basic
information of the target company, contents of ame@ment of the transfer,

proposal on the treatment of revenues resulting filee transfer, etc.);

(xi)  State-owned Assets Registration Certificate of ¥Weador and the target
company;

(xii)  legal opinion from a PRC lawyer;

(xiii)  documents related to the basic requirements gbulhehaser; and
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(xiv) any other documents requested by the relevant eglpaathorities.

(B) Procedures on Transfer of State-owned Assets

The Measures on Property Transfer set forth cenpaotedures for transferring

State-owned assets. Although the Measures on Ryofransfer do not only relate

to acquisitions by foreign investors, some of th@ecpdural requirements for

transferring State-owned assets set out thereitvaseimportant in the context of

acquisitions of SOEs or any assets with State-ovmdests by foreign investors.

The following are the highlights of the more img@ont procedures in the Measures
on Property Transfer:

0] adequate research on the feasibility on transfe$tafe-owned assets to be
carried out in accordance with any internal regoie;

(i) obtain the approval or decision to transfer theestavned property rights;

(i)  a domestic asset appraisal should be conductethangsult shall form the
basis of the consideration of the transfer. In #wvent that during the
course of the transaction the consideration is talvan 90% of the asset
appraisal, the transaction shall be suspendedapyioval from the relevant
approving authorities is obtained;

(iv)  the vendor of State-owned assets shall announdeahsfer in the press and
the website of the assets and disclose the detatlse transfer in order to
induce potential purchasers of such assets. Thdovecan set out certain
criteria for inviting potential purchasers suchfiaancial situation, goodwill
and management capability;

(v) in the event that there are two or more potentigtipasers interested in the
relevant State-owned assets, the vendor shall siseuth the relevant
authorities and shall according to the situationtloé target company
organize auctions or bids to determine the purachase

(vi)  generally, the consideration shall be paid in a-@figpayment. However,
the payment can be by instalments. The first traraf the payment must
be at least 30% of the total consideration and sieamade within five days
from the effective date of the sale and purchaseesgent. The purchaser
must provide a legally binding guarantee for théstanding consideration
and pay interest to the vendor in accordance wighlénding rate at that
time. All the remaining consideration has to b&lpathin one year.

The Measures on Property Transfer include com@datrocedures and formalities
for transferring State-owned assets by the govenhme

Translations (for reference only) of the M&A Rulethe SOE Restructuring

Provisions and the Provisional Regulations on Tearare included in the Schedule
hereto.
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Please note that this memorandum is for general information purposes only.
Specific legal advice should be sought in relation to any particular situation.
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Schedule 1

Interim Provisions on the Takeover of Domestic Enteprises by Foreign
Investors

(NB: Thisis not a definitive trandlation)

(The Interim Provisions on the Takeover of Domedfisterprises by Foreign
Investors, which amended and adopted at the 7ttuéxe meeting of the Ministry
of Commerce of the People’s Republic of China, reeeby promulgated and shall
come into force as of September 8, 2006.)

Chapter | General Provisions

Article 1 For the purposes of promoting and regulating ifpreinvestors’

investments in China, absorbing advanced technedogand management
experiences from abroad, improving the level ofiaitig foreign investments,
realizing the reasonable allocation of resourcesueng employment, as well as
maintaining fair competition and state economicuség these provisions are
formulated in accordance with the laws and admigiste regulations on
foreign-funded enterprises, the Company Law anderotrelevant laws and
administrative regulations.

Article 2 The phrase “takeover of a domestic enterprisa byreign investor”

as mentioned in the present provisions means lieaforeign investor purchases by
agreement the equities of the shareholders of aedtien non-foreign-funded
enterprise (hereinafter referred to as “domestimmany”) or subscribes to the
increased capital of a domestic company, and thasges the domestic company
into a foreign-funded enterprise (hereinafter neferto as “share right takeover”); or,
a foreign investor establishes a foreign-fundecerpnise, and through which it
purchases by agreement the assets of a domestipese and operates its assets, or,
a foreign investor purchases by agreement thesas$et domestic enterprise, and
then invest such assets to establish a foreignefdirthterprise and operate the assets
(hereinafter referred to as “asset takeover”).

Article 3 To take over a domestic enterprise, a foreigestor shall abide by
the laws, administrative regulations, and rule€hbina, comply with the principles
of fairness, reasonableness, making compensatroediaal value, as well as good
faith, and shall not cause excessive centralizateclude or limit competition, or
disturb the social economic order, or damage thigpbenefits, or result in any loss
to the state-owned assets.

Article 4 To take over a domestic enterprise, a foreigestw shall satisfy the

requirements of the laws, administrative regulatjcand rules of China concerning
the qualifications of investors, and shall complighwthe policies on the industry,

land, environmental protection, etc.

For the industries where solely foreign-owned openais not permitted by the
“Catalog of Industries for the Guidance of Forelguestment”, the takeover shall
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not lead to the consequence of a foreign investaiding all the equity rights of the
enterprise; for the industries where it is requifeda Chinese party to control or
relatively control the shares, the Chinese partgllskafter an enterprise in such
industries is taken over, still control or relatiwveontrol the shares of the enterprise;
for the industries where foreign investors are fyibéd from operation, no foreign
investor shall take over any enterprise in suclistries.

The business scope of any enterprise investedébgidmestic enterprise prior to the
takeover shall meet the requirements in the indugtolicies on foreign investments.
If it does not, adjustment shall be made.

Article 5 If the takeover of a domestic enterprise by aifpr investor involves
the transfer of state-owned property rights of #dmeerprise and management of
state-owned property rights of listed companieg thlevant provisions on the
management of state-owned assets shall be followed.

Article 6 Where a foreign investor intends to establishogeign-funded
enterprise by merging a domestic enterprise, itl,sha accordance with these
Provisions, be subject to the approval of the eratron and approval organ and
modify the registration or go through the estalstisht registration in the
registration administrative organ.

If the enterprise to be taken over is a domesitedi company, it shall, pursuant to
the Measures for the Administration of Strategiestment in Listed Companies by
Foreign Investors, go through the relevant forreditin the securities regulatory
institution of the State Council.

Article 7 All parties concerned to the takeover of a domestterprise by a
foreign investor shall pay taxes under Chinesdaas and accept the supervision of
the tax organs.

Article 8 All parties concerned to the takeover of a domestterprise by a

foreign investor shall abide by the laws and adstiative regulations of China on
the administration of foreign exchange. They shaikly go through the approval,
register, archival filing and modification formadis in the foreign exchange control
organs.

Chapter Il  Basic System

Article 9 For a foreign-funded enterprise established aftdedver by a
foreign investor, if the foreign investor’s propgort of investments exceeds 25% of
the registered capital of this enterprise, thiegrise shall be entitled to enjoy the
treatments to foreign-funded enterprises.

For a foreign-funded enterprise established atikedver by a foreign investor, if
the foreign investor’s proportion of investmentddss than 25% of the registered
capital of this enterprise, this enterprise shatlt renjoy the treatments to
foreign-funded enterprises unless it is otherwisevided for by any law or
administrative regulation. It shall follow the retst provisions on borrowing
foreign loans by non-foreign-funded enterprises mitdorrows foreign loans. The
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examination and approval organ shall issue to iEaseign-funded Enterprise
Approval Certificate (hereinafter referred to as #ypproval Certificate”) with the
remark “The proportion of foreign investments isdghan 25%”. The registration
administrative organ and the foreign exchange obongan shall respectively issue
to it a Foreign-funded Enterprise Business Licears#t a Foreign Exchange Register
Certificate with the remark “The proportion of fage investments is less than 25%”.

Where a domestic company, enterprise or naturadopetakes over a domestic
affiliated company in the name of an overseas compalawfully established or
controls, the foreign-funded enterprise so establisshall not enjoy the treatments
to foreign-funded enterprises, except that thisres@s company subscribes to the
increased capital of the domestic company or thatareases the capital of the
enterprise established after takeover and the ptiopoof the capital increase
exceeds 25% of the registered capital of the enserpso established. For a
foreign-funded enterprise established in eitheithaf forms as mentioned in this
paragraph, if the proportion of investments made Ihyreign investor, who is not its
actual controller, exceeds the 25% of its registazapital, it shall be entitled to
enjoy the treatments to foreign-funded enterprises.

The treatments to a foreign-funded enterprise wischstablished after a foreign
investor takes over a domestic listed company dtalgoverned by the relevant
provisions of the state.

Article 10 The term “examination and approval organ” as imeetd in these

Provisions refers to the Ministry of Commerce o fReople’s Republic of China
(hereinafter referred to as the MOFCOM) or the proal commerce administrative
departments (hereinafter referred to as the pr@lirexamination and approval
organs”). The term “registration administrative amj refers to the State
Administration for Industry and Commerce (hereieafteferred to as the SAIC) or
its authorized local administrations for industrydacommerce. The term “foreign
exchange control organ” refers to the State Adrrai®n of Foreign Exchange
(hereinafter referred to as the SAFE) or its brasch

Under the provisions of laws, administrative regoles, and rules, if a
foreign-funded enterprise established after taketalks within any special category
or sector of foreign-funded enterprises which arbject to the examination and
approval of the Ministry of Commerce (hereinafteferred to as the MOFCOM),
the provincial examination and approval organ sHahward the application
materials to the MOFCOM for examination and applodhe MOFCOM shall

make a decision of approval or disapproval in pamse of law.

Article 11 Where a domestic company, enterprise or natwedgm intends to
take over its domestic affiliated company in themeaof a company which it
lawfully established or controls, it shall be subjo the examination and approval
of the MOFCOM.

The parties concerned shall not dodge the aforeszigirements by making
investments within China through the foreign-funé@ederprise, or by other ways.

Article 12 Where a foreign investor intends to obtain théuaccontrolling
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power of a domestic enterprise it plans to take,cmed if any important industry is
concerned, or if it has an impact on or may havergact on the national economic
security, or it will lead to the transfer of thet@aa controlling power of a domestic
enterprise which holds a famous trademark or CHimae-honored Brand, the
parties concerned shall file an application with MOFCOM.

If the parties concerned fail to do so, but itsetaker has had or may have a serious
impact on the national economic security, the MORC@ay, jointly with the
relevant departments, demand the parties concéontminate the transaction or
transfer the relevant equities / assets or taker @fiective measures to eliminate the
takeover’s impact on the national economic security

Article 13 For an equity-based takeover by a foreign investthe
foreign-funded enterprise established after takeskall succeed to the credits and
debts of the domestic company it takes over.

For an asset-based takeover by a foreign invesiterdomestic enterprise which
sells its assets shall undertake its former creditsdebts.

The foreign investor, the domestic enterprise ttalken over, the creditors and other
parties concerned may enter into a separate agrnee@mehe disposal of the credits
and debts of the domestic enterprise to be taken gvovided that this agreement
shall not impair the interests of any third partypablic interests. An agreement on
the disposal of credits and debts shall be subthitiehe examination and approval
organ.

A domestic enterprise to sell assets shall, net ltan 15 days before the investor
submits the application documents to the examinatiod approval organ, send a
notice to the creditors and shall publish an annemrent on a provincial newspaper
or above, which is circulated nationwide.

Article 14 The parties to a takeover shall determine thestietion price on the
basis of the assessment result of the equitie® twansferred or of the assets to be
sold, which is given by an asset assessment itistiturhe parties to a takeover may
agree on an asset assessment institution lawfidtgbkshed within China. A
common international assessment method shall betedidor the asset assessment.
It is prohibited to divert any capital abroad iryahsguised form by transferring any
equities or selling assets at a price which is absly lower than the assessment
result.

The takeover of a domestic enterprise by a for@gestor, which may cause the
modification of any equity formed by investmentsstate-owned assets or transfer
of the property right of state-owned assets, sbetilsfy the relevant provisions on
the management of state-owned assets.

Article 15 The parties to a takeover shall state whethereti® a connected

relationship between the parties to the takeoveboth parties belong to a same
actual controller, the parties shall disclose tlagitual controller to the examination
and approval organ and make an explanation aboethehthe purpose of takeover
and the assessment result conform to the fair valube market. The parties shall
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not dodge the aforesaid requirements by trust,ihglshares on behalf of others, or
by other means.

Article 16 To establish a foreign-funded enterprise by tw@gkiver a domestic

enterprise, a foreign investor shall, within 3 nienfrom the date of issuance of
business license to the foreign-funded enterppsg, all the considerations to the
shareholders who transfer the equities or to thmedtic enterprise which sells the
assets. In the case of any particular circumstamoker which it is necessary to
extend the time limit, the foreign investor shallpon the approval of the

examination and approval organ, pay 60% or moréhefconsideration within 6

months as of the date of issuance of the busineessk to the foreign-funded
enterprise, and pay off the balance of consideratrghin one year, and distribute
the proceeds according to the proportion of invesiiit has actually contributed.

Where a domestic company subscribes to the inateaapital of a domestic
company, the shareholders of the limited liabitgmpany or of the domestic joint
stock limited company established by way of prommoshall pay at least 20% of the
newly increased registered capital when the compgpyies for a business license
for foreign-funded enterprise. The time to pay thieer newly increased registered
capital shall be in line with the Company Law, tAas on foreign investments and
the Regulation on the Administration of Company Regtion. If it is provided for
in any other law or administrative regulation, suaWw or administrative regulation
shall prevail. Where a joint stock limited compangrease the registered capital by
issuing new stocks, the shareholders shall sulestoithe new stocks in accordance
with the relevant provisions on the payment forrehan the establishment of a joint
stock limited company.

Where a foreign investor carries out an asset taked shall stipulate the time limit
for contribution of investments in the contract asdicles of association of the
foreign-funded enterprise to be established. WHeedoreign investor establishes a
foreign-funded enterprise, and through which pusekathe assets of a domestic
enterprise and operates such assets, it shallilmatatithe investments equivalent to
the consideration of the assets within the timatlfor payment of consideration as
provided for in Paragraph 1 of the present Artiéls.for the remaining investments,
the time limit for contribution shall satisfy thelevant provisions on the capital
contribution for the establishment of foreign-fuddmterprise.

Where a foreign investor establishes a foreign-éah@nterprise by merging a
domestic enterprise, if its investment proportisrieiss than 25 % of the registered
capital of the enterprise and if it plans to makeestments in cash, it shall make full
contribution within 3 months from the day when aibess license is issued to the
foreign-funded enterprise; if it plans to make isiveents in kind or industrial
property, it shall make full contribution within 8onths from the day when a
business license is issued to the foreign-fundéererise.

Article 17 The means of payment for the consideration statiform to the
relevant laws and administrative regulations ofgtete. If the foreign investor uses
the Renminbi assets it lawfully owns as a meangpayiment, it shall obtain the
approval of the department of foreign exchangeroanif the foreign investor uses
the shares over which it has the right of dispositit shall comply with Article 4 of
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these Provisions.

Article 18 After a foreign investor purchases the equitfes domestic company
by agreement, and the domestic company has beeffiedodto a foreign-funded
enterprise, the foreign-funded enterprise’s reggstecapital shall be the registered
capital of the original domestic company, and thepprtion of investments
contributed by the foreign investor shall be thepartion of the purchased equities
in the original registered capital.

Where a foreign investor subscribes to the capitadease of a domestic limited
liability company, the registered capital of a igrefunded enterprise established
after the takeover shall be the summation of tlgestered capital of the former
domestic company and the amount of capital incrtessé¢o the foreign investor and
other shareholders of the former domestic compangkes over, their respective
proportion of capital contributions to the foreifymded enterprise shall be
determined on the basis of the assessment of se¢sasf the domestic company.

Where a foreign investor subscribes the capitaleim®e of a domestic joint stock
limited company, the registered capital shall beeiadeined under the Company Law.

Article 19 For an equity-based takeover by a foreign invesbt@ upper limits
on the total investments to the foreign-funded mmige after takeover shall be
determined according to the following rates, untbégsstate provides otherwise:

(1)If the registered capital is less than US$ 2illion, the total investments shall
not exceed 10/7 of the registered capital;

(2)If the registered capital is not less than USBrillion but not more than US$ 5
million, the total investments shall not exceed timees the registered capital;

(3) If the registered capital is not less than BS&illion but not more than US$ 12
million, the total investments shall not exceedtitrtes the registered capital; and

(4)If the registered capital is more than US$ 18iom, the total investments shall
not exceed 3 times the registered capital.

Article 20 For an asset-based takeover, the foreign invesstall, according to
the transaction price for the purchased assetsh@nactual production and operation
scale, determine the total investments to the dorfunded enterprise to be
established. The proportion between the registeagital and total investments of
the foreign-funded enterprise to be establishedl stanform to the relevant
provisions.

Chapter Il  Examination, Approval and Registration

Article 21 For an equity-based takeover, a foreign investatl, pursuant to the
total investments of the foreign-funded enterptisbe established after the takeover,
the type of the enterprise and the industry it gegain, submit the following
documents to the competent examination and appavgah in accordance with the
laws, administrative regulations, and rules on eéltablishment of foreign-funded
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enterprises:

(1) A resolution of the shareholders of the doneelatnited liability company or of
the domestic joint stock limited company on thd fidnsent to the equity-based
takeover or asset-based takeover by the foreigestoy;,

(2)An application for the establishment of the fgrefunded enterprise;

(3)An contract and the articles of associationhaf toreign-funded enterprise to be
established after takeover;

(4) An agreement on the foreign investor’s acquisiof equities of shareholders of
the domestic company or on the foreign investoubssription of the capital
increase of domestic companies;

(5) The previous-year financial audit report of tteenestic company taken over;

(6)The certification documents for the identitygisgration and credit standing of the
investor that have been notarized and certifiedm@eg to law;

(7)The descriptions about the enterprises invelstethe domestic enterprise taken
over;

(8) The (duplicates) of the business licenses eftibmestic company taken over and
enterprises it invests in;

(9) The proposal on the settlement of employeesedtimenterprise taken over;

(10) The documents to be submitted as required tiglds 13 through 15 of the
present provisions.

If the business scope, scale, obtainment of larg night of a foreign-funded
enterprise established after takeover are submcthé license of the relevant
government departments, the relevant licensing miects shall be submitted along
with the documents as listed in the preceding Rapdgy

Article 22 An equity purchase agreement, or domestic compapial increase
agreement shall be governed by Chinese law and sbatain the following
contents:

(1)The status of each party to the agreement, dnaduThe status of each party to
the agreement, including the name and domicileasheparty, the name, position
and nationality of each legal representative;

(2)The proportion of price of the equities purclthse capital increase subscribed;
(3)The time period of the agreement, and the metti@kecution thereof;

(4)The rights and obligations of each party todgeeement;
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(5)The liabilities for breach of contract, and kgttent of disputes; and
(6)The time and place for the conclusion of agragme

Article 23 For an asset-based takeover, the foreign invebalt, pursuant to the
total investments of the foreign-funded enterptisbe established after the takeover,
the type of the enterprise and the industry it gegain, submit the following
documents to the competent examination and appavgah in accordance with the
laws, administrative regulations, and rules on eék&blishment of foreign-funded
enterprises:

(2)A resolution of the property right holders orwsy authority of the domestic
enterprise on the consent to the sale of assets;

(2)An application for the establishment of a forefgnded enterprise;

(3)A contract and the articles of association @& toreign-funded enterprise to be
established;

(4)An asset purchase agreement signed by the foefeigled enterprise to be
established and the domestic enterprise, or byatteégn investor and the domestic
enterprise;

(5)The articles of association and the businesn$ie (duplicate) of the domestic
enterprise it has taken over;

(6)The notice of the domestic enterprise taken ,osertifications of the creditors
announced, and statement about whether the crediéme raised any objections;

(7) )The certification documents for the identitggistration and credit standing of
the investor that have been notarized and cert#embrding to law;

(8)The proposal on the settlement of employeeshefdomestic enterprise that is
taken over; and

(9)The documents as required by Articles 13 throlfglif these Provisions.

If the business scope, scale, obtainment of laral night of a foreign-funded
enterprise establishment after takeover involvenising of the relevant government
departments, the relevant licensing documents dielsubmitted along with the
documents as listed in the preceding Paragraph.

Where a foreign investor purchases the assetslofreestic enterprise by agreement
and invests such assets in establishing a foreigded enterprise, it shall not, prior
to the establishment of the foreign-funded entsgpricarry out any business
activities with such assets.

Article 24 The agreement on the purchase of assets shatjolberned by
Chinese law and shall contain the following mainteats:
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(1) The status of each party to the agreementyde the name and domicile of
each party, the name, position and nationalityachdegal representative;

(2)A list of the assets to be purchased and thee pihiereof;

(3)The time period and method for the executiothefagreement;
(4) The rights and obligations of each party todgeeement;

(5) The liabilities for breach of contract, andtsshent of disputes;
(6)The time and place for the conclusion of theeagrent.

Article 25 Where a foreign investor intends to establish eei¢m-funded
enterprise by taking over a domestic enterpriskessnt is otherwise provided for in
these Provisions, the examination and approvalnosgall, within 30 days after the
examination and approval organ receives the compgket of documents as required,
it shall make a decision of approval or disapproifal decides to make a decision
of approval, the examination and approval organl s¢sue to the foreign investor
an approval certificate.

For a foreign investor which intends to purchasedtuities of a domestic company
by agreement, if the examination and approval orgakes a decision of approval,
it shall simultaneously send a copy of the relewaggroval documents to the foreign
exchange control departments of the places whereetjuity transferor and the
domestic company are located, respectively. Theeidar exchange control

department of the place where the equity transfesolocated shall handle the
foreign exchange registration for equity-transfasdd foreign investments, which
indicates that the consideration to the foreigrestar's equity takeover has been
fully paid.

Article 26 For an asset-based takeover, the foreign invesilt, within 30 days
after it receives the approval document, apply e tegistration administrative
organ for establishment registration so as to feichoreign-funded enterprise
business license.

For an equity-based takeover by a foreign investor, domestic company taken
over shall apply to the original registration adisirative organ for modifying its
registration in accordance with these Provisiorfs.thie original registration
administrative organ has registration jurisdictisnshall, within 10 days after it
receives the application documents, transfer theggdication documents to the
competent registration administrative organ anduisneously accompany them by
the registration files of the domestic company. Wilee domestic company taken
over applies for modifying the registration, it Breubmit the following documents
and shall be responsible for their genuinenesssahdity:

(2)An application for modifying registration;

(2)An agreement on the purchase of equities ofditiestic company or on the
subscription of increased capital of a domesticamy by a foreign investor;
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(3)The post-revision articles of association orisens to the original articles of
association, and the foreign-funded enterpriseraonivhich shall be submitted in
pursuance of law;

(4)The foreign-funded enterprise approval document;

(5)The certification for the qualifications of th&reign investor as the subject, or the
identity certification of the foreign investor asatural person;

(6) The post-revision name list of the members ld board of directors, the
documents which state the name and domicile ohévady increased directors, and
the documents on the appointment of the newly aswd directors;

(7)Other relevant documents and certificates agired by the State Administration
for Industry and Commerce.

The investor shall, within 30 days after it recsiva foreign-funded enterprise
business license, go through the registration foties in the tax, customs, land
administration and foreign exchange administratiepartments.

Chapter IV Equity-payment-based Takeover of Domest Companies by
Foreign Investors

Section 1 Conditions for Equity-payment-based Takeo

Article 27 The term “equity-payment-based takeover of a daimenterprise by

a foreign investor” means that the shareholdeenalverseas company purchase the
equities of a domestic company by paying the eeglitif the overseas company it
holds, or that an overseas company purchases theased capital of a domestic
company by paying its increased shares.

Article 28 The term “overseas company” as mentioned inGhigpter shall be a

lawfully established company, there is a soundesysbf company law in its

registration place, and the company and its managemevel have no record of
punishment by the regulatory institution within eat 3 years. Except for
special-purpose companies as mentioned in SectiohtBis Chapter, an overseas
company shall be a listed company and there skl Isound securities dealing
system in the place where it gets listed.

Article 29 The equities of the domestic and overseas corapamvolved in the
equity-based takeover of a domestic company byreigo investor shall meet the
following conditions:

(1)They are lawfully held by the shareholders aray foe transferred in accordance
with the law;

(2)There is no dispute over their ownership, theyreot held in pledge and they are
not subject to any other limit of right;
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(3)The equities of an overseas company shall bedligublicly in an overseas lawful
securities exchange market (excluding the over-mrexchange market); and

(4)The transaction price of the equities of thersgas company in the recent 1 year
remains stable.

The Items (3) and (4) of the preceding Paragraphinapplicable to the
special-purpose companies as mentioned in Sectodrirds Chapter.

Article 30 For an equity-based takeover of a domestic comjmna foreign
investor, the overseas company or its shareholdbedl hire an intermediary
institution registered within China to serve aasultant (hereinafter referred to as
the “takeover consultant”). The takeover consultastiall make duteous
investigations to the genuineness of the takeoywliation documents, the
financial status of the overseas company as weltather the takeover meets the
requirements of Articles 14, 28 and 29 of thesevBrons, shall make a takeover
consultant report and shall put forward expres$egsional opinions on each of the
aforesaid items.

Article 31 A takeover consultant shall satisfy the followrgnditions:

(1)Having a good reputation and having relevantiizng experiences;

(2)Having no record of serious violation of any lamregulation; and

(3)Being capable of investigating and analyzingldgal systems of the registration
place of the overseas company and the place wherewerseas company is get

listed, as well as the financial status of the sgas company.

Section 2 Application Documents and Procedures

Article 32 An equity-based takeover of a domestic companyabyoreign
investor shall be subject to the examination angr@aml of the MOFCOM. The
domestic company shall not only submit the documastrequired in Chapter Il of
these Provisions, but also the following documents:

(1)A statement of the changes of equities and itapbrchanges of assets of the
domestic company within the recent 1 year;

(2)A takeover consultant’s report;

(3)The business opening certifications or identgytification documents of the
relevant domestic and overseas companies andstiegieholders;

(4)Descriptions about the equities held by the efhaliders of the overseas company,
and the name list of the shareholders who hold &r%more of the equities of the
overseas company;

(5)The articles of association of the overseas @mmnd a description about the
guaranties it provides to outsiders; and
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(6)The recent annual financial statements upontaanli a report on the stock
dealings of the overseas company in the recentybalf

Article 33 The MOFCOM shall, within 30 days after it recesive complete set

of documents, examine a takeover application. & thlevant requirements are
satisfied, it shall issue to the applicant an apgkra@ocument, which is given the

remark that “For the equity-based takeover of a ekia company by a foreign

investor, it will be valid for 6 months as of thatd of issuance of a business
license.”

Article 34 The overseas company shall, within 30 days afteeceives an
aforesaid approval document, it shall modify thgistation in the registration
administrative organ and the foreign exchange obnorgan. The registration
administrative organ and the foreign exchange obongan shall respectively issue
to it a foreign-funded enterprise business liceasd a foreign exchange register
certificate which are giventhe remark that “To ladicl for 8 months as of the date of
iIssuance”.

When a domestic company goes through the regmtratiodification formalities in
the registration administrative organ, it shall,advance, submit an equity change
application, the revised articles of associatidre equity transfer agreement and
other documents signed by the legal representafiiee domestic company, which
are aimed to resume the structure of equities.

Article 35 Within 6 months as of the date of issuance obisirtess license, the
domestic company and its shareholders shall, iarcetp the matters relating to the
overseas company’s equities it plans to hold, afppthe MOFCOM and the foreign
exchange control organ for going through the foitieasl for the examination,

approval and registration of investments to rumiaterprise abroad .

The parties concerned shall not only submit to M@FCOM the documents as
required in the Provisions on the Examination amgbraval of Investment to Run
Enterprises Abroad, but also a foreign-funded @nisz approval certificate with the
said remark and a foreign-funded enterprise busitiesnse with the said remark.
After the MOFCOM examines and approves the overseagany’s equities to be
held by the domestic company or its shareholdérshall issue to the applicant a
Chinese enterprise overseas investment approvdlficae and replace the
foreign-funded enterprise approval certificate vatremark by one with no remark.

After a domestic company obtains a foreign-fundetkmgprise approval certificate
without a remark, it shall, within 30 days, appty the registration administrative
organ and the foreign exchange control organ, émlacing the foreign-funded
enterprise business license and the foreign exehamgister certificate with a
remark by new ones with no remark.

Article 36 With 6 months as of the date of issuance of aness license, if the
domestic and overseas companies fail to finishetipgty modification formalities,
the approval certificate with a remark and the @hkeén enterprise overseas
investment approval certificate shall be invalidasitomatically. The registration
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administrative organ shall, according to the equmdification registration
application documents submitted by the domesticpaomg in advance, examine and
approve the modification registration and shall endke equity structure of the
domestic company resume to the state prior toakeover of equities.

In the case of failure to acquire the shares irs@@dy a domestic company, before
the registration administrative organ examines amgproves the modification
registration under the preceding Paragraph, theedobenxcompany shall, pursuant to
the Company Law, reduce the registered capitalespondingly and publish an
announcement on a newspaper.

If the domestic company fails to go through thesvaht registration formalities
according to the preceding Paragraph, the regstraidministrative organ shall
punish it in accordance with the Regulation on Administration of Company
Registration.

Article 37 After a domestic company obtains a foreign-fundeaterprise
approval certificate with a remark and a foreigelenge register certificate with a
remark, it shall not distribute its profits to geareholders, nor provide a guaranty to
any connected company, nor make any payment t@aisyder for the capital items
such as the equity transfer, capital decreaseoidiation.

Article 38 A domestic company or its shareholders may, upenstrength of

approval document with no remark and the businessde with no remark issued
by the MOFCOM and the registration administrativgam, go through the tax
modification registration in the tax organ.

Section 3 Special Provisions on Special-purpose [amies

Article 39 The term “special-purpose company” refers to e@rgeas company
which a domestic company or natural person direatlyndirectly controls for the
purpose of making its actual domestic company exguget listed abroad.

The provisions of this Section shall apply to acsglepurpose company, which, for
the purpose of getting listed abroad, its sharefrsldr the special-purpose company
purchase (purchases) the equities of the sharasobfi@ domestic company or the
share increase of a domestic company by paying uheéh equities of the
special-purpose company it holds or by paying witlle share-increase of the
special-purpose company.

If the parties concerned makes an overseas compdugh holds any equities of a

special-purpose company, serve as a subject tdigjetl abroad, this overseas
company shall satisfy the relevant requirementsterspecial-purpose company as
described in this Section.

Article 40 The transaction for the overseas listing of agbgurpose company
shall be subject to approval of the securities laguy institution of the State
Council.

The country or region where the special-purposepaom gets listed shall have
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sound legal and regulatory systems, and secuniggslatory institution of this

country or region shall have signed a memorandum cobperation and

understanding with the securities regulatory iogtinh of the State Council of China
and keep an effective cooperation in the regulatak.

Article 41 A domestic company with its equities listed alok@s mentioned in
this Section shall satisfy the following conditions

(1)Its property right is clear. There is no dispaotgotential dispute over its property
right;

(2)It has a complete business system and a godtairsaisie operation capacity;

(3)It has a sound corporate governance structuleirdarnal management system;
and

(4)The company and its main shareholders havecwdef serious violation of any
law or regulation.

Article 42 To set up a special-purpose company abroad, arse@as company
shall apply to the MOFCOM for going through the mxaation and approval
formalities. When doing so, the domestic companglishot only submit to the
MOFCOM the documents as required in the Provisionsthe Examination and
Approval of Investment to Run Enterprises Abroadit also the following
documents:

(1)The identity certification documents on the finantroller of the special-purpose
company;

(2)The business plan on the overseas listing o$pleeial-purpose company; and

(3)The assessment report made by the takeover Itamsan the price of the stocks
to be issued by the special-purpose company thsged abroad in the future.

After the party who establishes or controls a sgqmirpose company obtains
approval document for Chinese enterprise to makerseas investment, it shall
apply to the foreign exchange control organ offilaee where it is located for going
through the formalities for the register of ovessagaestments.

Article 43 The total value of the stocks of a special-pugposmpany listed
abroad shall not be lower than the value of thateguof the domestic company
upon the assessment of the relevant asset asse¢sssatigution.

Article 44 Where a special-purpose company intends to take @ domestic
company by equities, the domestic company shalbnbt submit to the MOFCOM
the documents as required in Article 32 of thesaviBions, but also the following
documents:

(1)The approval documents and certificate for theestor to run an enterprise
abroad at the time of establishment of the spgxigbose company;

CHARLTONS 32 36105 v1



(2)The foreign exchange register form for the osass investments of the
special-purpose company;

(3) The identity certification documents on theaficontroller of the special-purpose
company, or the business opening certification miclas of association of the
special-purpose company;

(4)The business plan on the overseas listing o$pieeial-purpose company; and

(5)The assessment report made by the takeover ltamsan the price of the stocks
to be issued by the special-purpose company thsged abroad in the future.

If the parties concerned makes an overseas compdungh holds the equities of a
special-purpose company, serve as a subject tdiget abroad, the domestic
company shall, apart from the aforesaid documentsnit the following documents:

(1)The business opening certification and the lagiof association of the overseas
company; and

(2)The arrangement of the special-purpose compadytize overseas company for
the transaction of the equities of the domestic wamy taken over, as well as the
detailed descriptions of the method to convertetpgities to money.

Article 45 If the MOFOCOM approves the documents as requireatticle 44
of these Provisions upon preliminary examination,slhall issue a letter of
in-principle approval. The domestic company shallpn the strength of the letter of
in-principle approval, submit to the securities ulagpry institution of the State
Council the application documents for getting listéfhe securities regulatory
institution of the State Council shall make a decisof approval or disapproval
within 20 working days.

After the domestic company obtains an approvalhdil apply to the MOFCOM for
an approval certificate. The MOFCOM shall issuet tan approval certificate with
the remark “For holding equities of overseas spguigpose company, it shall be
valid for 1 year as of the issuance of a businessse”.

If the takeover causes the change of equities e@fsgiecial-purpose company, the
domestic company or natural person holding the teguiof the special-purpose
company shall, upon the strength of the foreigrd&th enterprise approval
certificate with a remark, apply to the MOFCOM fgwing through the formalities
for the examination and approval of the changdefdverseas investment to run an
enterprise abroad and shall apply to the localijarexchange control organ for
modifying the foreign exchange register of overgaasstments.

Article 46 The domestic company shall, within 30 days aitereceives an

approval document with a remark, apply to the teafion administrative organ and
the foreign exchange control organ for modifying tiegistration. The registration
administrative organ and the foreign exchange obongan shall respectively issue
to a foreign-funded enterprise business license arfdreign exchange register
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certificate with a remark “To be valid for 14 mosths of the date of issuance”.

When the domestic company handles the modificaggrstration in the registration
administrative organ, it shall, in advance, subimé equity change application, the
revised articles of association, the equity transfgreement and other documents
signed by the legal representative of the domegimpany, which are aimed to
resume the structure of equities.

Article 47 The domestic company shall, within 30 days aftergpecial-purpose
company or its connected overseas company redheesverseas listing, report to
the MOFOCOM about the information about the ovesdesting and its plan on the
transfer-back of the raised funds and apply for rmemnarked foreign-funded
enterprise approval certificate. At the same timhehall, within 30 days after the
realization of overseas listing, report to the s#es regulatory institution of the
State Council the information about the oversessngi and provide it with the
relevant documents for archival purposes. It sladdlo submit to the foreign
exchange control organ its plan on the transfekled¢he raised funds and execute
this plan under the supervision of the foreign exgje control organ. It shall, within
30 days after it receives an unremarked approvéficate, apply to the registration
administrative organ and foreign exchange contrajan for replaying its
foreign-funded enterprise business license anddgorexchange register certificate
with a remark by a new unremarked one.

If the domestic company fails to report to the MA@AE within the aforesaid time
limit, its approval certificate with a remark shak invalidated automatically, its
equities structure will resume to the state prthe equity-based takeover and it
shall go through the formalities for modifying thegistration in accordance with
Article 36 of these Provisions.

Article 48 The funds of a special-purpose company raised voerseas listing
shall, according to the transfer-back plan submhittethe foreign exchange control
organ for archival purposes, be transferred battk@hina according to the existing
foreign exchange control provisions. The raiseddfumay be transferred back into
China by:

(2)providing commercial loans to the domestic comypa
(2)setting up a new foreign-funded enterprise witBGhina; and
(3)taking over a domestic enterprise.

To transfer back the funds of a special-purposepamy raised overseas under the
aforesaid circumstances, the relevant parties shbide by the laws and
administrative regulations on the administration fofeign investments and on
foreign debts. If, as a consequence of the trafsfek of the funds a
special-purpose company raised overseas, the dicnocesaipany or natural person
who holds more equities of the special-purpose @mr the net assets of the
special-purpose company increase, the parties noedehall faithfully disclose the
relevant information and apply for examination approval. After it finishes the
examination and approval formalities, it shall dwough the formalities for
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modifying the foreign exchange register of foreigmestments and the register of
overseas investments.

The profit, bonus and capital change income inrai§m currency obtained by the
domestic company or natural person from the sp@ciglose company shall be
transferred back to China within 6 months afterdhte of obtainment. The profit or
dividends may enter into the foreign exchange agctar current items or may be
converted into RMB. The capital change income faraign currency may, upon the
examination and approval of the foreign exchangdroborgan, be deposited in a
special capital account opened for it or be comeemto RMB.

Article 49 Within 1 year after the date of issuance of a essnlicense, if the
domestic company fails to obtain an unremarked agbrcertificate, the approval
certificate with a remark shall be invalidated aw&tically. The domestic company
shall go through the formalities for modifying tresgistration.

Article 50 After the special-purpose company has realizedaerseas listing

and the domestic company has obtained an appraréficate and a business
license with no remark, if the relevant party caneel continues to take over this
domestic company by paying its equities, the piowus of Sections 1 and 2 of this
Chapter shall apply to this case.

Chapter V Antitrust Review

Article 51 If the takeover of a domestic company by a faraiyestor is under
any of the following circumstances, the investaulksteport the relevant information
to the MOFCOM and the State Administration for Istly and Commerce
(hereinafter referred to as the SAIC):

(1)The current-year business volume of any partyhto takeover in the Chinese
market exceeds RMB 1.5 billion yuan;

(2)The foreign investor has accumulatively takeerowmore than 10 enterprises in
the domestic relevant industries;

(3)The market share of any party to the takeovereached 20% in China; and

(4)The takeover leads to the fact that the markates of the party to the takeover
has reached 25% in China.

When the foreign investor fails to meet the cowndi$i as mentioned in the preceding
Paragraph, but upon request of a domestic enterpfisompetitive relationship, a
relevant functional department or industrial assten, the MOFCOM or the SAIC
believes that the takeover by the foreign investoolves a huge market share, or
that there are other major factors which seriouslyact market competition, it may
also demand the foreign investor to prepare a tepor

The aforesaid merging party includes the conne@etérprises of the foreign
investor.
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Article 52 If the takeover of a domestic company by a faraiyestor is under
any of the circumstances as mentioned in Articleabd if the MOFCOM and the
SAIC believe that it may lead to excessive conegiain, hamper fair competition or
impair the interests of the consumer, they shathiw 90 days as of the receipt of all
the documents as required, either solely conveneugin negotiation or jointly
convene the relevant departments, institutionserprises and other interested
parties and hold a hearing, and shall make a aecisi approval or disapproval in
accordance with the law.

Article 53 Where an overseas takeover is under any of tHBwiog
circumstances, the parties to the takeover shafipré announcing the takeover
proposal or when submitting the said proposal ® ¢bmpetent authority in the
country of its locality, submit the takeover progbt® the MOFCOM and the SAIC.
The MOFCOM and the SAIC shall examine whether itl Wéad to excessive
centralization in the domestic market, hinder damedsair competition, or damage
the domestic consumers’ benefits, and shall madecesion on whether approve the
proposal or not:

(1) The overseas party to the takeover owns mame RMB 3 billion Yuan of assets
inside the territory of China;

(2)The business volume of the overseas party taatkeover in the Chinese market
is more than RMB 1.5 billion yuan in the currenage

(3) The market share of the overseas party to #keower and its connected
enterprises in China has reached 20%;

(4) The market share of the overseas party to #keowver and its connected
enterprises in China has reached 25% due to thseagtakeover; or

(5) Due to the overseas takeover, there will be emibran 15 foreign-funded
enterprises in the relevant domestic industrie$ witect or indirect shares of the
foreign-funded enterprises.

Article 54 Where a takeover is under any of the followingwinstances, the

parties to the takeover may apply to the MOFCOM tnedSAIC for exemption of

examination:

(2)The takeover may improve the conditions for &mmpetition in the market;

(2) A loss-making enterprise is taken over andetimployment is ensured,;

(3) The takeover helps the absorption of advaneetinblogies and management
personnel and is able to improve the enterprisgémational competitiveness; or

(4) The takeover may improve the environment.
Chapter VI Supplementary Provisions

Article 55 Where an investment company established by agforevestor
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within China intends to take over a domestic emieepit shall be governed by these
Provisions.

Where a foreign investor intends to purchase theitieq of a foreign-funded

enterprise within China or to subscribe to the eased capital of a foreign-funded
enterprise within China, it shall be governed by éxisting laws and administrative
regulations on foreign-funded enterprises as wsllttee relevant provisions on
changes of equities of investors of foreign-fun@ederprise; if any matter is not
covered by the aforesaid laws, administrative raguhs or provisions, it shall be
governed by these Provisions.

Where a foreign investor intends to combine withake over a domestic enterprise
through a foreign-funded enterprise establisheditbwithin China, it shall be
governed by the relevant provisions on the comlmnatand split-up of
foreign-funded enterprises and the relevant promsion domestic investments of
foreign-funded enterprise; if any matter is not@®@d by the aforesaid provisions, it
shall be governed by these Provisions.

Where a foreign investor takes over a domestictdichiliability company, if it
transforms it into a joint stock limited company, ibthe domestic company is a
joint stock limited company, it shall be governegdthe relevant provisions on the
establishment of a joint stock limited companyaify matter is not covered by the
aforesaid provisions, it shall be governed by tHes®isions.

Article 56 For the submission of documents, an applicandexlarer shall
classify the documents into different categoriesdeunthese Provisions and
accompany them with a list of documents. All docaoteeequired to be submitted
shall be written in Chinese.

Article 57 A Chinese natural-person shareholder of a domestnpany taken
over by equities may, upon approval, continue toab€hinese investor of the
foreign-funded enterprise established after modliio.

Article 58 If a natural-person shareholder of a domesticgamy changes his
nationality, the enterprise nature of the compailyramain unchanged.

Article 59 The functionaries of the government organs shallduteous, shall

perform their duties in pursuance of the law, shatl seek any improper benefit by
taking the advantage of their positions, and skedlp confidential the commercial
secrets they have access to.

Article 60 Where an investor from Hong Kong Special Admmaiste Region,
Macao Special Administrative Region or Taiwan Ragiotends to take over a
domestic enterprise of any other region, it shalgbverned by these Provisions.

Article 61 These Provisions shall come into force as of Sepéz 8, 2006.
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Schedule 2

The Measures for the Administration of Strategic Irvestment in Listed
Companies by Foreign Investors

(The Measures for the Administration of Strategiedstment in Listed Companies
by Foreign Investors, which have been formulatedh®y Ministry of Commerce,
China Securities Regulatory Commission, State Adstration of Taxation, State
Administration for Industry and Commerce, and Statknministration of Foreign
Exchange, are hereby promulgated, and shall cotadarce after 30 days as of the
promulgation.)

Article 1 With a view to regulating the strategic investiefnforeign investors
in A share listed companies (hereinafter refere@s the listed companies) after
share-trading reform, maintaining the order of séies market, introducing
advanced overseas management experiences, tedesolegpd capital, and
improving the corporate governance of the listethganies, as well as protecting
the lawful rights and interests of the listed compa and their shareholders, the
present Measures are formulated in light of theuiregments of the Guiding
Opinions on Share-trading Reform of Listed Compsnéad in accordance with the
state laws and regulations on the supervision émeign-funded companies and
listed companies, as well as the Interim ProvisifumsForeign Investors to Merge
Domestic Enterprises.

Article 2 The present Measures shall be applicable to tite af foreign
investors (hereinafter referred to as the inveytavho obtain the A share stock of
the listed companies that have completed the shadeig reform and the newly
listed companies after the share-trading refornouph a scale of medium and
long-term strategic merger investment (hereinafieflerred to as the strategic
investment).

Article 3 The investors may make strategic investmenténligied companies
in accordance with the present Measures upon tipeoaal of the Ministry of
Commerce.

Article 4 The following principles shall be followed in tk&rategic investment:

1. Abiding by the state laws, regulations, and thewaht industrial policies,
and not impairing national economic security andligunterests;

2. Sticking to the principle of openness, justness famthess, maintaining the
lawful rights and interests of the listed comparaed their shareholders, and
accepting the supervision of the government andyémeral public, and the
judicial and arbitration jurisdictions of China;

3. Encouraging medium and long-term investment, aniohtaiaing the normal
order of the securities market, not making sensatism; and

4. Not obstructing fair competition, or resulting iRcessive concentration of
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the relevant products markets, or elimination strretion of competition.

Article 5 An investor shall comply with the following regements when
making strategic investment:

1.

It obtains the A share stock of a listed companyvay of transfer under an
agreement or directional issuance of new shardgbhélisted company or by
any other means as prescribed by any state laagotation;

The investment may be made by stages, the propasfishares obtained by
it after completing initial investment shall be imwwver than 10% of the
shares having been issued by the company, unles® tAre special
provisions in a special industry or it is approveg the competent
departments;

The A share stock of a listed company obtained shall not be transferred
within 3 years;

. For the industry for which there are clear prowisidoy any law or regulation

on the proportion of shares held by a foreign itmeshe proportion of
shares of the aforesaid industries held by an toveshall comply with the
relevant provisions; for any fields to which foreigwvestment is prohibited
by any law or regulation, the investor shall nokenavestment in any listed
company in the aforesaid field; and

In case any state-owned shareholder of a listechbaosnis involved, it shall
comply with the relevant provisions on state-owassets administration.

Article 6 An investor shall comply with the following regements:

1.

It is a foreign legal person or other organizatibat is established and
operated according to law, with sound finance, gooetlit standing, and
mature management experiences;

Its total overseas paid-in capital shall be no taas USD 100 million or the
total overseas paid-in capital under its managershatl be no less than
USD 500 million; or the total overseas paid-in talpof its overseas parent
company is no less than USD 100 million or theltot@rseas paid-in capital
under the management of its parent company shaibdess than USD 500
million;

It has sound governance structure and sound inteomdrol system, and
criterions for management acts; and

It (including its parent company) has no recordgy@ve penalties by any
regulatory institution both home and abroad witthia past three years.

Article 7 In case the strategic investment is made by whydigectional
issuance of a listed company, it shall be handidiht of the following procedures:
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The board of directors of the listed company addpes resolutions on
directional issuance of new shares to investorsamendments of the draft
of the articles of association of the company;

. The shareholders’ meeting of the listed companyptdthe resolutions on

directional issuance of new shares to investors améndments of the
articles of association of the company;

The listed company signs a directional issuancérachwith the investor;

The listed company submits the relevant applicatitmtuments to the
Ministry of Commerce in accordance with Article d¢he present Measures,
if there is any special provision, it shall be éolled;

After obtaining the letter of principle reply oféiMinistry of Commerce for
the strategic investment in the listed company hyiravestor, the listed
company shall submit the application documentsdfcectional issuance to
China Securities Regulatory Commission (hereinafeferred to as the
CSRC), and the CSRC shall grant approval accortdimaw; and

After completing the directional issuance, theslistompany shall obtain the
certificate of approval for foreign-funded enteggs at the Ministry of

Commerce, and go through alteration registrationth& administrative

department of industry and commerce upon the aet# of approval.

Article 8 In case any strategic investment is made by wWayaasfer under an
agreement, it shall be handled in light of thedwling procedures:

1.

The board of directors of a listed company adopts resolutions on the
strategic investment of an investor by way of tfenander an agreement;

. The shareholders’ meeting of a listed company adtiy# resolutions on the

strategic investment of an investor by way of tfanander an agreement;
The transferor signs a share transfer agreemehtthetinvestor;

The investor submits the relevant application doenits to the Ministry of
Commerce in accordance with Article 12 of the pnéddeasures, if there is
any special provision, it shall be followed;

If any investor takes stake in a listed companyshall go through the
formalities for confirmation of share transfer lag tsecurities exchange after
it has obtained the aforesaid approval, and apply dgoing through
registration and transfer formalities at the semsgidepository and clearing
institution, and report to the CSRC for archivahfy; and

After completing the transfer under an agreemd, listed company shall
obtain the certificate of approval for foreign-fead enterprises at the
Ministry of Commerce, and go through alteration istgtion at the

administrative department of industry and commengen the certificate of
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approval.

Article 9 In case an investor intends to actually contrdisted company by
way of transfer under an agreement, it shall, aft#aining the approval in light of
the procedures of items (1) through (4) of Arti@e submit the report on the
acquisition of a listed company and the relevardudeents to the CSRC, and go
through the formalities for confirmation of the shdransfer at the stock exchange
after the CSRC has made examination and has nendisand apply for going
through formalities for registration and transfdrtlae securities depository and
clearing institution. After completing the aforedaformalities, it shall make
handling in accordance with item (6) of Article 8.

Article 10 An investor shall, when making strategic invesimeén listed
companies, fulfill its obligations of report, anmmement, and other statutory
obligations in accordance with the Securities Land the relevant provisions of the
CSRC.

Article 11 If an investor continues making strategic investimin the listed
companies in which it holds shares, it shall hantlen light of the ways and
procedures as prescribed in the present Measures.

Article 12 A listed company or investor shall submit thédeing documents to
the Ministry of Commerce:

1. Application Letter for Strategic Investment (Foe ttormat, please see Annex

1);
2. Strategic Investment Scheme (For the format, pleaséAnnex II);
3. Directional issuance contract or share transfezeagent;

4. Opinions of a recommendation institution (in caéa alirectional issuance)
or legal opinions;

5. The letter of commitment for holding shares incafigay the investor;

6. Statements of the investor on its having no recofdgrave punishment by
any regulatory institution both home and abroadhiwitthree years, and
statements on whether it has any other record ifgnave penalties;

7. The registration certificate of the investor thaishbeen notarized and
certified according to law, and the identity cecate of the legal
representative (or the authorized representative);

8. The statements of assets and liabilities of thestor in recent three years,
which have been audited by a certified accountant;

9. The documents to be submitted as prescribed imaftresaid items (1), (2),

(3), (5), and (6) shall be signed by the legal @spntative of the investor or
its authorized representative, if the documentssageed by the authorized
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representative, the power of attorney signed bylégal representative and
the corresponding notarized or certified documshtdl be submitted; and

10. Other documents as prescribed by the Ministry ah@erce.

Except the documents as listed in items (7) and ii8the preceding
paragraph, the originals of the Chinese versionstbér documents shall
also be submitted, and the original and Chineseslaion of the documents
as listed in items (7) and (8) shall also be sutehit

The Ministry of Commerce shall give principle repljthin 30 days after it
has received all the aforesaid documents, andale period of the principle
reply shall be 180 days.

Article 13 Any foreign company (parent company) meeting phevisions of
Article 6 of the present Measures may make strategiestment through its wholly
owned overseas subsidiaries (investors), the ioveshall, apart from submitting
the documents as listed in Article 9 of the preddeasures, submit the letter of
irrevocable commitment of the parent company oruragsg joint and several
liabilities for the investment acts of the investtw the Ministry of Commerce.

Article 14 An investor shall open a foreign exchange accoutitin 15 days
from the day of principle reply of the Ministry ddommerce according to the
relevant provisions on foreign investment and mer§er the foreign exchange
capital remitted from overseas by an investor lier ase of strategic investment, the
investor shall, in accordance with the relevantvigions on foreign exchange
control, open a special foreign exchange accourthécategory of merger) for the
use of foreign investor at the foreign exchange iathtnation at the place of
registration of the listed company, the formalities settlement of foreign exchange
on the capital within the account and the writeaifthe account shall be handled in
accordance with the relevant provisions on for@gchange control.

Article 15 An investor may go through the relevant formesitat the securities
depository and clearing institution upon the sttergf the document of approval of
the Ministry of Commerce for strategic investmentisted companies by it and its
effective identity certificate.

For the non-tradable shares held by an investarbahe share-trading reform of a
listed company or the shares held by it beforelidted company makes public
issuance for the first time, the securities depogiand clearing institution may open
a securities account for the investor upon itsiappon.

A securities depository and clearing institutioralstiormulate the corresponding
provisions in accordance with the present Measures.

Article 16 An investor shall start up its strategic investinect within 15 days
from the date of settling the foreign exchangetfar capital, and shall complete the
strategic investment within 180 days from the dbgronciple reply.

If an investor fails to complete the strategic istweent in light of the strategic
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investment scheme within the prescribed time lintlite principle reply of the
examination and approval organ shall be invalidaatbmatically. The investor
shall, within 45 days from the day when the prifeigeply is invalidated, purchase
foreign exchange for the RMB capital obtained frerthange settlement upon the
approval of the foreign exchange administration r@mdit it out of China.

Article 17 After completing strategic investment, a listemnpany shall obtain
the certificate of approval for foreign-funded epteses at the Ministry of
Commerce upon the strength of the following docus&rithin 10 days:

1. Application letter;
2. Letter of principle reply of the Ministry of Comnua;

3. The shareholding certificate issued by the seegritiepository and clearing
institution;

4. Business license of the listed company and thetitgesertificate of its legal
representative; and

5. Atrticles of association of the listed company.

The Ministry of Commerce shall, within 5 days frahe day of receiving all
the aforesaid documents, issue the certificateppfaval for foreign-funded
enterprises, with the “foreign-funded joint stockngpany (merger of A
shares) "noted in it.

If an investor obtains 25% or more shares of alsitigted company and
promises to hold no less than 25% shares withilyels, the Ministry of
Commerce shall note the “foreign-funded joint steoknpany (merger of A
shares of 25% or more)” in its certificate of apmiofor foreign-funded
enterprises issued by it.

Article 18 A listed company shall, within 30 days from theydf issuance of
the certificate of approval for a foreign-fundedtezprise, apply for handling
alteration registration on the type of companyhe administrative department of
industry and commerce, and submit the followingushoents:

1. The application letter for alteration signed by tegal representative of the
company;

2. The certificate of approval for foreign-funded eptéeses;

3. The shareholding certificate issued by the seegritiepository and clearing
institution;

4. The lawful business opening certificate that haanb®otarized and certified:;
and

5. Other documents that shall be submitted as prestriby the State
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Administration for Industry and Commerce.

In case the listed company makes alteration upomproapl, the
administrative department of industry and commersball note
“foreign-funded joint stock company (merger of Aasts)” in the column of
enterprise type of the business license, if an Store makes strategic
investment and obtains 25% or more shares of deslisfed company and
promises to hold no less than 25% shares withinyddrs, it shall note
“foreign-funded joint stock company (merger of Aasbs of 25% or more)”.

Article 19 A listed company shall, within 30 days from thaydf issuance of

the business license of a foreign-funded enterprgge through the relevant
formalities at the departments of taxation, custofogeign exchange control, and
other relevant departments. The administrative deyaant of foreign exchange shall
note “foreign-funded joint stock company (merger Adfshares)” in the foreign

exchange registration certificate issued by it.al investor makes strategic
investment and obtains 25% or more shares of desiisted company and promises
to hold no less than 25% shares within 10 yeass,atdministrative department of
foreign exchange shall note “foreign-funded joimbck company (merger of A

shares of 25% or more)” in the foreign exchangéstejion certificate.

Article 20 Apart from the following circumstances, an inwesshall not make
securities trading (excluding B share trading):

1. The A share stock of a listed company held by theestor for making
strategic investment may be sold after the expiighareholding period in its
promise;

2. In case the investor makes purchase by offer inrdemce with the relevant
provisions of the Securities Law, it may purchdse gshares sold by A share
shareholders of the listed company within the medbthe offer;

3. The non-tradable shares held by the investor befmehare-trading reform
of a listed company may be sold after the shamhrtgareform is completed
and the expiration of the time limit for sale praition;

4. The shares held by the investor before the puldsuance of a listed
company for the first time may be sold after thpietion of the time limit
for sale prohibition; and

5. Before the expiry of the share holding period ampsed by an investor, if
there is necessity to transfer its shares duestbahkruptcy, liquidation, or
mortgage, or other special reasons, it may tranggershares upon the
approval of the Ministry of Commerce.

Article 21 In case an investor reduces its shares, whiclesndde foreign capital
share of a listed company less than 25%, the listedpany shall make archival
filing within 10 days to the Ministry of Commercand go through the relevant
formalities for alteration of the certificate offapval for foreign-funded enterprises.
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In case an investor reduces its shares, which miee$oreign capital share of a
listed company less than 10%, and the investooisansingle largest shareholder,
the listed company shall put it on archives at eélkamination and approval organ
and go through the relevant formalities for writioif) the certificate of approval for

foreign-funded enterprises within 10 days.

Article 22 In case an investor reduces its shares, whiclesndde foreign capital

share of a listed company less than 25%, the lismdpany shall go through

alteration registration at the administrative dépant of industry and commerce
within 30 days from the day when the certificateapiproval for foreign-funded

enterprises is altered, and the administrative eyt of industry and commerce
shall change the enterprise type in the businesfde into “foreign-funded joint

stock company (merger of A shares)’. The listed gany shall go through

registration on foreign exchange alteration at #aministrative department of

foreign exchange within 30 days from the day whenlusiness license is altered,
and the administrative department of foreign exgeashall note “foreign-funded

joint stock company (merger of A shares)” in theefgn exchange registration
certificate.

In case an investor reduces its shares, which midlee$oreign capital share of a
listed company less than 10%, and the investootsansingle largest shareholder,
the listed company shall go through alteration seegtion at the administrative
department of industry and commerce within 30 dagsn the day when the

certificate of approval for foreign-funded enteges is written off, and the

enterprise type shall be altered into a joint stoakpany. The listed company shall
go through formalities for writing off its foreigexchange registration at the
administrative department of foreign exchange witB0 days from the day when
the business license is altered.

Article 23 In case a parent company makes strategic investtheough its
wholly-owned overseas subsidiaries and completesirthestment on schedule, it
shall report to the Ministry of Commerce befordrénsfers the aforesaid overseas
subsidiaries, and file an application in light bétprocedures as listed in the present
Measures. The new transferee shall still complythie conditions as prescribed in
the present Measures, undertake all the rightsohhdations of the parent company
and its subsidiaries in the listed company, antllifits obligations of reporting to
the CSRC, making public notice, and other statutdrigations.

Article 24 In case an investor assigns the shares of @ lgispany held by it
through A share market, it may make application femitting out the foreign
exchange it has purchased to the administratidorefgn exchange at the place of
registration of the listed company upon the striemgtthe following documents:

1. Written application;
2. The documents of approval for exchange settlemgmurozed by the
administration of foreign exchange on the capitahww the special foreign

exchange account (category of merger) opened ferude of a foreign
investor to make strategic investment;
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3. The document of approval issued by the Ministrfofmmerce for alteration
of the stock right structure of the listed compaauygl

4. The certificate documents of relevant securitiengaction issued by a
securities brokerage institution.

Article 25 A listed company in which an investor holds lelsant 25% of its
shares shall follow the relevant provisions on dwing foreign loans by domestic
Chinese-funded enterprises when it borrows foriagns.

Article 26 The functionaries of the relevant government oizgtions shall be
dedicated to their work, fulfill their obligatioreeccording to law, and shall not seek
for improper interests by taking advantage of thahties, and shall have the
obligation of keeping confidential the businesgatscthey know.

Article 27 The present Measures shall be referred to asgnébr the strategic
investment made by the investors of Hong Kong $pe&dministrative Region,
Macao Special Administrative Region, and TaiwaniReg

Article 28 The present Measures shall be implemented 30 akap$ the date of
promulgation.
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Schedule 3

Interim Provisions on Restructuring State Owned Enérprises (“SOES”)

with Foreign Investment

(NB: Thisis not a definitive translation)

Promulgated by the State Economic and Trade CononisMinistry of Finance,
the State General Administration of Industry andm@eerce, and the State
Administration of Foreign Exchange.

Article 1. This set of Regulations, formulated in line witte t@orporate Law of
the People's Republic of China, the Contract LawhefPeople's Republic of China,
and the related laws and regulations of the Statdooeign investment and on
management of state assets, is designed to indngtstandardize the acts of
reforming State owned enterprises with foreign stneent, to promote the strategic
reformation in the national economy, acceleratephee of establishing a modern
enterprise system for the SOEs, and safeguard| sbafality.

Article 2. This set of Regulations shall be applied to actsefdrming SOEs or

corporate companies in which the State has stakesu@ing financial enterprises
and publicly listed companies) or transforming thiemo foreign funded enterprises
in the form of companies with foreign investmener@inafter referred to as
reforming SOEs with foreign investment).

Article 3. Reforming SOEs with foreign investment mentionedthis set of
Regulations include:

1. State stake holders of SOEs transferring all ot parthe stakes to foreign
companies, enterprises or other economic orgaarmtior individuals
(hereinafter referred to as foreign investors) #relenterprises being reformed
into foreign invested ones;

2. State stake holders of corporate enterprises &eamgf all or part of the stakes
held to foreign investors, and the enterprises ghaformed into foreign
invested ones;

3. Domestic creditors of SOEs transferring creditogsits to foreign investors and
the enterprises being reformed into foreign inve:stiees;

4. SOEs or corporate enterprises in which the Stadestakes selling all or a major
part of their assets to foreign investors and fprenvestors setting up foreign
invested enterprises independently with the agaatshased or jointly with the
sellers;

5. SOEs or corporate enterprises in which the Statestakes attracting foreign

investment through expanding the quantity of tlekiares and the enterprises
being reformed into foreign invested ones.
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Article 4. SOEs and corporate enterprises mentioned in iten% 3, and 5 of
article 3 of this set of Regulations are termedefgrmed enterprises.

State owned property rights within SOEs and Statmedl stakes in corporate
enterprises are termed as State owned propertisragid holders of State owned
property rights and of state owned stakes are trase holders of State owned
property rights.

Holders of State owned property rights refer toatpents authorized by the State
or institutions authorized by the State to makeestment, or enterprises holding
State owned assets and other economic organizations

Holders of State owned property rights, creditofsSSOEs transferring creditors’
rights, and enterprises selling assets are term#éueareforming party.

Article 5.  The reforming party shall select foreign investmeeting the following
terms and conditions:

1. Having operational qualifications and technologitalel required by the
reformed enterprises;

2. Having sound business reputation and managemeactitgp
3. Having sound financial status and economic gtren

The reforming party shall request foreign investtyspropose their regrouping
programme to improve the corporate management tgteicand promote the
sustainable development of the enterprises and ptiogramme shall include
development of new products, technological renowvasind related investment plan,
and Regulations to be adopted to strengthen ergenpranagement.

Article 6. The following principles shall be observed in refang SOEs with
foreign investment:

1. Abiding by the State laws and regulations and s&fedjng national
economic security;

2. Conforming to the requirements of the industrialigges of the State.
Foreign investors are not allowed to participate tihe reforming of
enterprises (including enterprises directly or fadily owned by them)
whose business scopes fall within the prohibitetegaries for foreign
investment. Enterprises whose shares are cortrdilectly or indirectly
by the Chinese sides shall remain so after beifogmed.

3. Conducive to the economic structural adjustment smdpromoting the
optimized allocation of State owned assets;

CHARLTONS 66 36105 v1



4, Stressing the introduction of advanced technologasl managerial
experiences, establishing a standard corporate gearent structure, and
promotion of technological advance and structupgrading of enterprises;

5. Adhering to the principles of being open, fair, tjusonest and faithful,
prevention of wastage of State owned assets, agidevading or
abandoning the creditors' rights of banks and atheslitors; not harming the
lawful benefits of workers, and protecting the lalvbenefits of foreign
investors;

6. Promoting fair competition and not contributbegmnarket monopoly;

Article 7. In cases where the property rights of a SOE or allwlstate owned
company are transferred, or two or more SOEs aresterred, or the state owned
stakes within limited liability companies, set uy bwo or more state owned
investors, are transferred, the reforming partyllskalicit opinions from the
congress of workers and staff of the to-be reforreaterprises in advance. In
cases of transferring state owned stakes of a catgenterprise, consent should be
obtained from the shareholders of the to-be refdrreaterprise. In cases of
transferring creditors’ rights of a SOE, consewirirthe holder of the state owned
property rights of the to-be reformed enterpriseutth be obtained. In the case of
an enterprise selling all or a major part of itseds, consent should be obtained from
the holders of the state owned assets within thergmse or from the shareholders
meeting, and creditors shall be informed to thidatf

Article 8. The following terms and conditions shall be sa¢@dfivhen reforming a
SOE with foreign investment:

1. Prior to reforming the SOE, holders of the statened assets within the
enterprise shall organize the to-be reformed rpnge to check the assets,
identify the property rights, disentangle the credi' rights and debts, hire
qualified intermediaries to conduct financial airdjif and conduct assets
evaluations in line with the provisions of Reguwat Governing the
Evaluation of State Assets (No. 91 Order of thdeeS@ouncil), Regulations
on the Issues of the Administration of State Asdetsluation (No. 14
Decree of the Ministry of Finance), and other ralgvwegulations;

2. In cases where the right to control the enterpisstransferred or all or a
major part of the operational assets are to be teofdreign investors after
reformation, the reforming party and the reformategrise shall formulate
an appropriate programme for disposing of worketsch shall be reviewed
and adopted by the congress of workers and stdifie reformed enterprise
shall pay off the salaries owed to the workersdfuraised having not been
reimbursed, social securities fee owed and othesy ¥@th the existing assets.
Two-way choices shall be offered by the reformetémgmise to the workers
and staff. Workers retained shall sign or modifit labour contracts
according to laws. Compensation shall be paid ¢tokers whose labour
contracts have been terminated. Social secuffgies shall be paid off in
one lump-sum for workers that are to be transfemtaedocial securities
institutions, and the capital needed for this, Ishal deducted from the net
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assets of the reformed enterprise before reformestghace, or paid as a
priority from the earnings obtained by holders loé state owned property
rights from transferring the state owned propeigiats.

In cases where reform is undertaken by meanselling assets, the
creditors rights and liabilities of the enterprgell be borne by the original
enterprise. Where other means are adopted forefoem, the enterprise's
creditors' rights and liabilities shall be bornethg enterprise reformed. In
cases where mortgaged or pledged state owned pyrapgrts or assets are
transferred, the relevant provisions of the Guamaritaw of the People's
Republic of China shall be observed. The succesktre debt shall sign
an agreement on the disposal of creditors righdsliabilities with creditors.

The reforming party shall publicize the inforioat of its reforming, solicit

foreign investors extensively, and investigate irttee qualifications,

reputation, financial status, management capas#jeguard for payment,
and quality of operators of foreign investors. WM& and long-term

investors that could bring advanced technologieanagerial experiences
and have highly industrial relevance shall be setkas a priority.

The reforming party and foreign investors shallpmpequest from each
other, provide relevant information honestly an@ idetailed manner, and no
misleading and cheating activities are allowed. adidition, they also have
an obligation to maintain confidentiality.

In cases where reform is conducted by meansaofferring state owned
property rights or selling assets, the reformingtypahall prioritize the
method of public bidding in identifying foreign iestors and transfer price.
In cases where public bidding is adopted in thedfier, relevant formalities
shall be honoured according to the law. Relevafadrmation concerning
the state owned property rights to be transferregiseets to be sold shall be
publicized. Open operation is also requesteddatractual transfer.

The reforming party and foreign investors shallespective of the way of
transfer, sign transfer agreements according todleyant provisions of the
State and this set of Regulations. The transfezeagent shall include the
basic information of the transfer of State ownedpprty rights, disposal of
workers, disposal of creditors’ rights and lialelst, transfer ratio, transfer
price, ways and terms of payment, delivery of prgpeights, reform of
enterprise, and clauses to that effect.

Article 9. The following procedures shall be followed in refing SOEs with
foreign investment:

1.

The reforming party (a reforming party shallidentified if there are more
than two reforming parties) shall file applicatioith the economic and trade
administration at the same level for reforming. eTeforming application
documents shall include feasibility studies, infation of the reforming
party and the reformed enterprises, information fofeign investors
(including the financial report of the latest thigmars audited by a certified
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public accountant and market shares of productseovices of similar
enterprises under the actual control of the foramyrestors inside China),
reforming plan (including disposal of workers, aispl of creditors' rights
and liabilities, and enterprise reforming plan)siness scope and structure
of stock rights of the to-be reformed enterprisegl@ding enterprises
directly or indirectly owned).

The economic and trade administration, upon reagiapplications, shall
conduct examination and verification according ie power delegated by
the Rules Governing Direction of Foreign Investmant related laws and
regulations. In cases where the enterprises aderuthe direct control of
the Central Government and their wholly owned ortaadled enterprises are
being reformed, or the reformed enterprises hotttkst of publicly listed
companies directly or indirectly, or the total eptése's assets are no less
than US$30 million after being reformed, the apgien for reforming shall
be examined and verified by the economic and teaheinistration under the
State Council. A hearing shall be conducted inesashere there is the
likelihood of causing a monopoly or hindering faimmpetition.

The economic and trade administration shall makeasion on whether or
not to approve the application within 45 days upeceiving the application
for reform. In cases where a hearing is requedtesl,decision shall be
made in three months.

In cases where the State has other provisions oaingethe utilization of
foreign investment by industries, within which treformed enterprises or
enterprises directly or indirectly owned by theorefed enterprises fall, and
changes to the nature of state stakes are triggeyetthe changes in the
property rights of holders of state stakes in pmpllisted companies, the
provisions shall be abided by.

2. Transfer agreement signed between the reforpanty and foreign investors
shall be submitted for approval according to thHewant provisions of the
Circular on Issuing the Provisional Regulations tbe Enterprises' State
Owned Assets and Financial Administration (No. 3ZH)1, Caiqi) issued by
the Ministry of Finance.

The transfer agreement shall be accompanied bretiistration certificate of
state owned property rights, information of thefiction or record filing of

the auditing and assets evaluation reports of #fermed enterprises,
disposal plan of workers, agreement on creditaghts and liabilities, plan
of enterprise reform, related decisions made byréfigming party and the
reformed enterprises, opinion or decision madehgydongress of workers
and staff of the reformed enterprises.

3. The reforming party or the reformed enterprisesll handle the examination
and approval procedures of foreign invested ensapraccording to laws on
the strength of the approval documents of the nefoy application and
transfer agreement. In cases where the entermisagformed into limited
stock companies, the relevant provisions of thepGate Law of the
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People's Republic of China shall be followed whemdiing the relevant
formalities.

4, After being reformed, the enterprises or theegtors shall go to the original
registration authority with power to register f@eiinvested enterprises, or
the local registration authority with power to r&g@r foreign invested
enterprises, with the approval documents mentiamg@éragraphs 1 and 3 of
this article, to handle the registration formaltie In cases where the
enterprises are reformed into limited stock comgsnithe relevant
provisions of the Corporate Law of the People'su®ép of China shall be
followed when handling the relevant formalities.

5. The reforming party shall, on the strength of #pproval documents for
reforming application and transfer agreement, tegfisn proof for foreign
investment and foreign exchange, and other reldmdiments, handle the
formalities involved in the delivery of state owngabperty rights and in the
registration of modification to the state ownedpgauay rights, in line with
the relevant regulations. It should entrust aifoedt public accountant to
produce a capital assessment report accordingetdath. In cases where
the land used by the enterprises was previoushgteared by the State to the
enterprises, the enterprises shall handle the eyadion and approval and
transfer formalities of land use right accordinghe law.

6. Foreign exchange income of the reforming pargmf transferring State
owned property rights, creditors' rights or sellingsets may be settled
according to the approval documents for the refognapplication and
transfer agreement and other relevant documeritgectuo approval by the
foreign exchange administration.

In cases where the reformed enterprises are retbrmvégh foreign
investment by means of issuing more shares andhdikpatheir capital, the
enterprises may, subject to approval by the forexghange administration,
open foreign exchange capital account to retainfaheign capital inputted
by foreign investors.

7. The reforming application, transfer agreemernt teir approval documents
involving key State enterprises, debt-to-equityegprises approved by the
State, and enterprises categorized as restrictpestyin the Guiding
Catalogue of Industries for Foreign Investment, sehoegistered capital is
below a certain level and which are to be examiaed approved by the
local economic and trade administration and fin@nadministration, shall
be submitted to the economic and trade administraéind the financial
administration under the State Council respectit@tyecord filing.

Article 10. Foreign investors shall pay the transfer moneyantribute capital
with freely convertible currencies remitted in frmwerseas or other lawful property
rights. They may also use the net profits in RMBamed within China from their
investment or other lawful property rights to p&e transfer money or contribute
capital, subject to approval by the foreign exclegaagministration. Other lawful
property rights, mentioned above, include:
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1. Property from the foreign investors obtainednfrother foreign invested
enterprises established inside China due to therpmmes' liquidation,
transfer of stock rights, pre-recovered investmeand reduction in
investment;

2. State owned property rights or assets purchbgeireign investors from
SOEs or corporate enterprises in which the Stetestakes;

3. Creditors' rights purchased by foreign investam the creditors of SOEs;
4. Other means of capital contribution specifiethins and regulations.

When conducting capital assessment for foreign stors, certified public
accountants shall follow the capital assessmentepiares and issue capital
assessment reports according to the provisions hef Circular on Further
Strengthening the Work of Capital Assessment okigor Invested Enterprises and
the Registration System Governing Foreign Investraad Foreign Exchange (No.
1017, 2002, Caikuai) issued by the Ministry of Fioa and the State Administration
of Foreign Exchange.

Article 11. In cases where reform is undertaken through tranffeign investors
shall normally pay off the total money requestethini three months starting from
the day of receiving the business license of theign invested enterprises. If they
have difficulties in so doing, they are requestedpay 60% of the total money
specified within six months upon receiving the bess license and provide a
guarantee for the remainder, according to law ayditpoff within one year.

Article 12. In cases where the right to control an enterpra® lbeen transferred
after transferring the State owned property rigbtsall or the major assets of an
enterprise have been sold to foreign investorsref@mming party is entitled to the
right to find out and monitor the production ancerggion and financial status of the
enterprises reformed before the foreign investagehpaid off the total money
requested. Foreign investors and reformed engapshall provide convenience to
the reforming party accordingly.

Article 13. Earnings from transferring State owned propertiitagand assets shall
be collected by the reforming party and managedusadl according to the related
provisions of the financial administration undeg ®tate Council.

Article 14. Foreign investors may remit the net profits earfrech the reformed
enterprises, earnings from transferring stakes,ay@btained at the expiration or
termination of the business term of enterprises, atmer lawful incomes abroad
according to the law. They may also reinvest theney earned inside China,
subject to approval by the foreign exchange adimatisns.

Article 15. In the course of reforming SOEs with foreign inwesht, taxation

policies shall be implemented according to the jgiomns of the taxation laws and
administrative regulations of the State, and fearging policies according to the
Circular on the Reduction and Exemption of Releaes to be Collected in the
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Course of Implementing Reform and Regrouping okEnises issued jointly by the
State Economic and Trade Commission, the Minisfrynspection, Ministry of
Finance, Ministry of Audit, and the Office in Chargf Combating Malpractices
under the State Council (No. 1077 of 1998 Jijiafei)

Article 16. In cases where the reforming party and staff of théormed
enterprises go beyond their power, neglect theireduor collaborate with foreign
investors, embezzle money and engage in corrugtipea, and harm the lawful
benefits of the State, creditors and workers, dha@ed competent departments shall
impose administrative punishments on them accortbnifpe law. In cases where
the violation has constituted a crime, the crimirakponsibilities shall be
investigated.

Article 17. In cases where governmental staff in charge of éaton and
approval violate this set of Regulations, approvéheut permission or abuse their
powers to seek personal gain, harm the lawful hisnef the State creditors and
workers, the related competent departments shatstigate into the administrative
liabilities of the persons directly responsible fbe violation and the persons held
liable according to the delegated power for adnrai®n of officials. In cases
where the violation has constituted a crime, thenioal responsibilities shall be
investigated.

Article 18. This set of Regulations shall be referred to iresasf investment from
Hong Kong SAR, Macao SAR, and Taiwan Region anérenses set up by them
participating in the reformation of SOEs.

Article 19. The State Economic and Trade Commission, Ministrifinance, the
State General Administration of Industry and Conueer and the State
Administration of Foreign Exchange are entitledhe interpretation right of this set
of Regulations.

Article 20. This set of Regulations shall enter into force fatamuary 1, 2003.
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Schedule 4

Interim Measures for the Management of the Transferof the State-owned
Property Right of Enterprises

(NB: Thisis not a definitive tranglation)
Chapter1  General Provisions

Article 1 With a view to standardizing the transfer of Stawened property
rights of enterprises, strengthening the supemisand management of the
transactions of State-owned property rights of gmiges, promoting the reasonable
flow of State assets for enterprises and the sfi@i@djustment of the layout and
structure of the economy of State-owned enterpaselspreventing the loss of State
assets for/of enterprises, these regulations aeetesh in accordance with the
Provisional Regulations on Supervision and Manageroé State-owned Assets of
Enterprises and relevant national laws and admatige regulations.

Article 2 These regulations shall apply to the transfertafeésowned property

rights of enterprises by the State assets supeyvigothorities and enterprises
holding state-owned capital (hereinafter colledtiveferred to as "the Transferor")
to legal persons, natural persons or other orgaarawithin the territory of China

(hereinafter collectively referred to as "the Tif@ense") upon payment.

As for the transfer of State-owned property righftenterprises by enterprises in the
financial sector and listed companies, relevaribnat regulations shall apply.

The State-owned property rights of enterprisesihegeder to the rights and interests
formed by multiform investment of the State in eptses, enjoyable rights and
interests formed by various investments of Stataeemventerprises and those held
by the State and other rights and interests hele: tState-owned according to law.

Article 3 The transfer of State-owned property rights ofegmises shall be

subject to national laws, administrative regulasiand policies, contribute to the
strategic adjustment of the layout and structuré&tate-owned economy, promote
the optimal allocation of state-owned capital, dedcarried out according to the
principles of openness, fairness and impartialitg ahall protect the lawful rights
and interests of the State and other parties coader

Article 4 The transfer of State-owned property rights ofegmises shall be
publicly carried out by property right transactiagencies established according to
law and not be restricted by region, industry, tptontribution or subordinate
relationship. Where national laws and administeategulations otherwise provide,
such provisions shall apply.

Article 5 The transfer of State-owned property rights ofegrises may be

carried out by auction, competitive tendering, agrent and in other manners
specified by national laws and administrative ragahs.
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Article 6 The ownership of the transferred State-owned ptgpeghts of
enterprises shall be clear. The State-owned prppryhts of enterprises whose
ownership is not clear or involves any dispute Ishatl be transferred. The transfer
of State-owned property rights of enterprises takensecurity interest shall be
subject to the relevant provisions of the Guarah#e of the People's Republic of
China.

Article 7 State assets supervisory authorities shall beonssple for the
supervision and management of the transfer of Stateed property rights of
enterprises.

Chapter 2 Supervision and Management of
Transfer of State-owned property rights of enterprses

Article 8 State assets supervisory authorities shall perféien following
responsibilities for the supervision of the transié State-owned property rights of
enterprises:

() To formulate regulations on the supervision tfansfer of
State-owned property rights of enterprises accgrthrthe provisions
of relevant national laws and administrative retjafes;

(I To decide on or approve the transfer of Statgred property rights
of enterprises of the Invested Enterprises, revéem examine the
transfer of important property rights and report ttee people's
government of the same level for approval;

(I To select and confirm the property right tsaction agency engaged
in the transactions of State-owned property rigitsnterprises;

(IV) To supervise and inspect the transactions tafteSowned property
rights of enterprises;

(V)  To collect, consolidate, analyze and report itifermation about the
transfer of State-owned property rights of entesgs]

(V1)  Other supervision responsibilities assignedtty government of the
same level.

The Invested Enterprises herein refer to the ensep for which State assets
supervisory authorities perform the responsibgitieof investor under the
authorization of the State Council, the people'sregaments of provinces,
autonomous regions and municipalities directly unckntral government and the
people's governments at the level of the city digidnto districts or autonomous
prefecture.

Article 9 The Invested Enterprises shall perform the follmwesponsibilities
in respect of the transfer of State-owned propegtyts of enterprises:

() To formulate the regulations on the transfeiStdte-owned property
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(11

(1)

(V)

Article 10

rights of enterprises of affiliated enterprisesaadig to the relevant
national regulations and submit such to State sssepervisory
authorities for record,

To decide whether the transfer of State-owngrdperty rights of
enterprises contributes to the enhancement of @orgetitiveness of
enterprises, promotes their sustainable developraedt maintain
social stabilization;

To review and examine the transfer of impaoittaState-owned
property rights of enterprises of important sulssigis and decide on
the transfer of State-owned property rights of gantses of other
subsidiaries;

To report the transfer of State-owned propeitjts of enterprises to
State assets supervisory authorities.

For the transfer of State-owned property rightseaterprises, a

property right transaction agency may be choseordotgg to the following basic
qualifications:

(1

(I

(1)

(V)

(V)

Complying with the relevant national laws, adimstrative regulations,
rules and policies on the transactions of StateemMproperty rights
of enterprises;

Performing the responsibilities of propertyght transaction agency
and strictly examining the qualification and eligjtiy of transaction
subjects of State-owned property rights of entegs;

Openly disclosing information about propertyght transactions
according to the relevant national regulations #&mihg able to
regularly report the particulars about the traneastof State-owned
property rights of enterprises to State assetsrgigoey authorities;

Having corresponding trading venue, channets feleasing of
information and profession personnel and being &blsatisfy the
requirements of the transactions of State-ownegbepty rights of
enterprises;

The property right transaction is standardizedl there are neither
consecutive transactions following the splitting 8tate-owned
property rights of enterprises for three conseeuyiwars nor there are
other records of violation of laws or regulations.

Chapter 3 Procedure of Transfer of State-owned progrty rights of

Article 11

enterprises

Before the transfer of State-owned property rigbtsenterprises,

feasibility study shall be properly conducted. Tposal for the transfer of
State-owned property rights of enterprises shalex&mined according to internal
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decision making procedures and a written resolwlwall be adopted.

The proposal for the transfer of property rightswdfolly State-owned enterprises
shall be examined at the general manager's workimgee The proposals for the
transfer of property rights of wholly State-owneshpanies shall be examined by
their boards of directors. Where no board of doets established, such proposals
shall be examined at the general manager's workimgee Where lawful rights and
interests of employees are involved, the opinidnthe staff and workers' congress
of the enterprises holding the subject matter ahgfer shall be heard. The
proposals for the matters including the placemdnstaff and workers shall be
discussed and adopted at staff and workers' casigres

Article 12 After the transfer of State-owned property rigbfsenterprises is
approved or decided upon according to the apprpx@tedure specified in these
regulations, the Transferor shall organize appra$aroperties and funds of the
enterprises holding the subject matter of the feansccording to relevant
regulations, prepare balance sheet and detailedflisssets to be handed over
according to the result of the appraisal of praperand funds and entrust certified
public accountants with full audit (including thedit of the legal representatives of
the enterprises holding the subject matter of fean$or their vacating posts
according to the relevant national regulations).he Tlosses of assets shall be
determined and written off after verification aatiog to the relevant national
regulations.

Where the Transferor no longer has controlling omsias the result of the transfer
of the State-owned property rights of the Inveskaderprises, the State assets
supervisory authorities at the same level shalaoize the appraisal of properties
and funds and entrust intermediary organizatiornk walevant services.

Intermediary organizations shall provide servicetependently and justly according
to law. Enterprises and individuals shall not ifgee with the normal works of
intermediary organizations.

Article 13 On basis of the appraisal of properties and fuart$ account audit,
the Transferor shall entrust an asset appraisaicygihat has relevant qualification
with asset appraisal in accordance with the releveational regulations. After
being approved or put on records, the appraisarteghall be taken as the reference
for determining the price of the transferred Statgred property rights of
enterprises.

When the transaction price is lower than 90% ofappraisal report during property
right transaction, the transaction shall be susperahd shall not be proceeded until
the consent of relevant property right transferapal authority is obtained.

Article 14 The Transferor shall entrust a property right $eaation agency with
publishing the announcement of transfer of propeityts on publicly issued
economic or financial newspapers and periodicalsratincial level or above and
the website of the property right transaction ageapenly disclose the information
about the transfer of State-owned property rigitemterprises and extensively
solicit transferees. The period of announcementawfsfer of property rights shall
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be 20 working days.

The information about the transfer of State-ownedperty rights of enterprises
disclosed by the Transferor shall include the fwittg contents:

() The basic information about the subject matfetransfer;

(I The composition of the property right of thaterprise holding the
subject matter of transfer;

(I The internal decision on and approval of ttransfer of property
rights;

(IV) The main audited financial indicators of thaterprise holding the
subject matter of transfer for the recent period,;

(V)  The information about the approval of the asappraisal of the
enterprise holding the subject matter of transfethe submission of
asset appraisal report for record;

(V) The basic qualification that the Transfereewwdd have;

(VIl) Other matters needed to be disclosed.
Article 15 When soliciting the Transferee, the Transferor msagecify
prerequisites of transfer in respect of the quadiion, business reputation, operation,
financial position, management ability and assatesof the Transferee.
The Transferee shall generally have the followingldjications:

() Having good financial position and paying ayili

(I Having good commercial standing;

(I Where the Transferee is a natural personshall have complete
capacity for discharging civil obligations;

(IV) Other qualification specified by national lavend administrative
regulations.

Article 16 Where the Transferee is a legal person, naturedopeor other
organization in foreign countries, Hong Kong Spke&@dministrative Region, Macao
Special Administrative Region and Taiwan, its asdign of State-owned property
rights of enterprises shall be subject to the Raguis on Guide to Foreign
Investment Direction promulgated by the State Cdulmd other relevant
regulations.

Article 17 Where two or more transferees are found to bedsted through

public solicitation, the Transferor shall consulithwthe property right transaction
agency and carry out property right transactiorabgtion or competitive tendering
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according to the actual conditions of the subjeatten of transfer.

Where State-owned property rights of enterprises teansferred by auction, the
transfer shall be carried out in accordance with Auction Law of the People's
Republic of China and relevant regulations.

Where State-owned property rights of enterprises teansferred by competitive
tendering, the transfer shall be carried out inoed@nce with the relevant national
regulations.

After the transfer of State-owned property rightseaterprises is concluded, the
Transferor and the Transferee shall enter intactdmgract for the transfer of property
rights and obtain the certificate of property rigf@nsaction issued by the property
right transaction agency.

Article 18 Where only one transferee is found to be intedeiteough open and
public solicitation or the approval of State assetgervisory authorities is obtained
in accordance with the relevant regulations, thexmea of transfer on basis of
agreement may be adopted.

Where the manner of transfer on basis of agreemeatopted, the Transferor shall
fully consult with the Transferee, initial the coadt for the transfer of property
rights after properly handling relevant mattersoimred in the transfer according to
law and conduct examination according to the procedpecified in Article 11
hereof.

Article 19 The contract for the transfer of State-owned priypeights of
enterprises shall include the following main cotgen

() The name and domicile of the Transferor andTit@nsferee;

(I The basic information about the State-ownedperty rights of the
enterprise holding the subject matter of transfer;

(1l The proposal for the placement of the coneefremployees of the
enterprise holding the subject matter of transfer;
(IV)  The proposal for the disposal of the concereeeditor's rights and

debts of the enterprise holding the subject malftéransfer;

(V)  The transfer manner, transfer price, paymentetiand mode and
payment terms;

(V) Matters concerning the delivery of propertghts;
(VIl) Relevant expenses and taxes incurred byrdester;

(V) The manner of settlement of contractual disputes;
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(IX)  The liability for breach of contract of the gpi@s to the contract;
(X)  The conditions for the modification and termtioa of the contract;
(XI)  Other terms deemed by the Transferor and Tesge as necessary.

Where the Transferor no longer has the controllpogition as the result of the
transfer of State-owned property rights of entesgsj the Transferor shall consult
with the Transferee and offer proposal for reorgation of the enterprise, including
the proposal for the prior placement of the empdsyef the enterprise holding the
subject matter of transfer under same conditioftenientering into the contract for
the transfer of property rights.

Article 20 The Transferee shall make full payment for thendfar of
State-owned property rights of enterprises accgrtinthe terms of the contract for
the transfer of property rights.

In principle, the payment for the transfer shallrbade in one lump sum. Where
the amount is relatively large and it is reallyfidiflt to make payment in one lump
sum, the manner of payment by installments maydopted. Where the manner
of payment by installments is adopted, the firgtaiment shall not be less than
30% of the total price and shall be paid within &rking days from the effective

date of the contract. The Transferee shall prolegal guarantee for the balance
and pay the Transferor the interest accrued irp#yenent period at the rate of bank
loan in the same period. The payment period stwdlexceed one year.

Article 21 Where the transfer of State-owned property rigiftenterprises is
related to the transfer of State-owned land uskt ray the right of prospecting
Mineral deposits or the right of mining formed byetState capital contribution,
relevant formalities shall be separately followothgh in accordance with the
relevant national regulations.

Article 22 Where the Transferor no longer has controllingitpms as the result
of the transfer of State-owned property rights ofeeprises, the Transferor shall
properly handle the labour relationship with stafid workers, settle the wages of
staff and workers, social insurance premiums ahdratelevant expenses defaulted
by the enterprise holding the subject matter afdfer and ensure the continuation
of social insurance relationship of the enterpsis¢aff and workers according to the
relevant policies and regulations.

Article 23 The net proceeds from the transfer of State-owmegerty rights of
enterprises shall be disposed in accordance watinelevant national regulations.

Article 24 After the transfer of State-owned property rigbfsenterprises is

concluded, the Transferor and the Transferee divakly go through relevant

formalities of property right registration in acdance with the relevant national
regulations by presenting the certificate of propeight transaction issued by the
property right transaction agency.
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Chapter 4  Approval Procedure of the
transfer of State-owned property rights of enterprses

Article 25 State assets supervisory authorities shall decideéhe transfer of
State-owned property rights of enterprises of theested Enterprises. Where the
State no longer has controlling position as theltesf the transfer of State-owned
property rights of enterprises, such transfer shallsubject to the approval of the
people's government at the same level.

Article 26 The Invested Enterprises shall decide on the feard State-owned
property rights of enterprises of their subsidsrie The transfer of important
State-owned property rights of important subsidmrishall be subject to the
countersigning of State assets supervisory autberdét the same level and the
approval of relevant financial department. Wheng anatter concerning social,
public administration subject to governmental exation and approval is involved,
the transfer shall be reported to relevant govematalepartment for examination
and approval in advance.

Article 27 Where the transfer of State-owned property rigiftenterprises is
related to the change of the nature of the Stateedvshares of listed companies or
the transfer of their actual control, such transfeall be subject to national laws and
administrative regulations and the regulationsetévant supervisory department at
the same time.

Where the State otherwise provides for the managenoé the transfer of
state-owned equity of non-listed joint stock lindittsompanies, such provisions shall

apply.

Article 28 Before deciding on or approving the transfer @ft&owned property
rights of enterprises, the following written docurtgeshall be examined:

0] The resolution document about the transfer tatesowned property
rights of enterprises;

(I The proposal for the transfer of State-ownecbperty rights of
enterprises;

(I  The registration certificates of property hitg of State assets of the
Transferor and the enterprise holding the subjexttanof transfer;

(IV)  The legal opinion issued by an law office;
(V)  The basic qualification that the Transferee shbaliae;
(VI)  Other documents required by the approval authority.

Article 29 The proposal for the transfer of State-owned ptgpeghts of
enterprises shall contain the following:

() The basic information about the State-ownedpprty rights of the
enterprise holding the subject matter of transfer;
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(I Relevant feasibility study materials of theatsfer of State-owned
property rights of the enterprise;

(I The proposal for the placement of the staffdaworkers of the
enterprise holding the subject matter of transfeat thas been
examined by local labour guarantee administratefgattment;

(IV) The proposal for the disposal of the concereeeditor's rights and
debts of the enterprise holding the subject matgrtransfer,
including the debts owed to staff and workers;

(V)  The proposal for disposition of the proceedsnirthe transfer of
State-owned property rights of enterprises;

(VI) The main content of the announcement of th@dfer of State-owned
property rights of enterprises.

Where the Transferor no longer has the controllpogition as the result of the
transfer of State-owned property rights of entsgsj relevant creditor's rights and
debts agreement consented to by the financiakumisin and the resolution of staff
and workers' congress in respect of the proposakthe placement of staff and
workers shall be attached.

Article 30 Where the Transferee is subject to special reou@rgs in key
industries and fields of national economy, an gmise may transfer State-owned
property rights of enterprises to its affiliatedteprises on basis of agreement
during asset reorganization after the approvaltafeSassets supervisory authorities
at provincial level or above.

Article 31 Where the Transferor and the Transferee adjusprbygortion of the
transfer of property rights or there is materishmtpe of the proposal for the transfer
of State-owned property rights of enterprises after transfer of State-owned
property rights of enterprises is approved or datidn, the application for transfer
shall be submitted again for approval accordinthérelevant regulations.

Chapter 5  Legal Liability

Article 32 Where the Transferor, the enterprise holding thigjext matter of
transfer or the Transferee commits one of the Wahg acts during the transfer of
State-owned property rights of enterprises, Stateta supervisory authorities or
relevant approval authorities of the transfer o&t&owned property rights of
enterprises shall require the Transferor to terteithe transfer of property rights.
When necessary, such authorities shall bring amoradn the people's court
according to law to confirm the invalidity of thehsfer:

() Failure to carry out transaction in propertghi transaction agency
according to the relevant provisions of these ragunhs;

(I The Transferor or the enterprise holding thbjsct matter of transfer
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fails to implement corresponding internal decismaking procedure
and approval procedure or transfers State-ownegepip rights of
enterprises beyond its authority or without permiss

() The Transferor or the enterprise holding théject matter of transfer
intentionally conceals the assets to be includettiénappraisal scope
or provides intermediary organization with false camting
information so as to cause the distortion of theulteof audit and
appraisal and its failure of audit and appraisakea the loss of State
assets;

(IV) The Transferor and the Transferee collude aadsfer State-owned
property rights of enterprises at low price so@sduse the loss of
State assets;

(V)  The Transferor or the enterprise holding thbject matter of transfer
fails to properly place staff and workers, contirgexial insurance
relationship, settle the debts owed to staff andkers and pay the
social insurance premiums in arrears and infringenuthe lawful
rights and interests of staff and workers;

(VI) The Transferor fails to settle the creditorights and debts of the
enterprise holding the subject matter of transtérgally transfers
creditor's rights or avoid the responsibility foebd settlement.
Where State-owned property rights of enterprises tken as
security, the State-owned property rights of entsgs are transferred
without the consent of the security right owner.

(VIl) The Transferee affects the choice of the Bfaror and the signing of
the contract for the transfer of property rights fogans of fraud,
concealment, etc.;

(VII) The Transferees maliciously collude and ferdown price during
bidding and auction for the transfer of properghts so as to cause
the loss of State assets.

State assets supervisory authorities or relevaigrgnse shall give warning to the
persons directly in charge and other persons djreesponsible of the Transferor or
the enterprise holding the subject matter of trangitiat has committed any of the
above acts according to the authority of personmanagement. If the
circumstances are serious, such persons shallvba disciplinary punishment. In
case of loss of State assets, such persons stalllibbility for compensation.
Where the Transferee is liable for the loss of &Sadsets, it shall compensate the
Transferor for economic loss according to law. alfcrime is constituted, such
persons shall be transferred to judicial authaited investigated for criminal
liability according to law.

Article 33 Where an intermediary organization practices ajaihe relevant

regulations during the audit, appraisal and legalises in respect of the transfer of
State-owned property rights of enterprises, nati@saets supervisory authorities
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shall notify its industrial authorities in chargé relevant information and suggest
the imposition of corresponding penalty. If thecamstances are serious, State
assets supervisory authorities may require releeategrprise no longer to entrust
such intermediary organization with the servicesréspect of the transfer of

State-owned property rights of enterprises.

Article 34 Where a property right transaction agency prastfcaud or neglect

its duties during any transaction of State-owneaperty rights of enterprises and
harms national interest or the lawful rights andeliests of the parties to the
transaction, the persons directly responsible dimlheld liable according to law.
State assets supervisory authorities shall no loagpoint such agency to provide
services in respect of the transaction of Stateemlngroperty rights of enterprises.

Article 35 Where the approval authorities in charge of thandfer of
State-owned property rights of enterprises and tiedevant personnel approve any
transfer of State-owned property rights of entesgsiagainst these regulations and
without permission or abuse their power for persgains in approval and cause the
loss of State assets, relevant department shadl tigm disciplinary punishment
within cadre administration authority. If a crimg constituted, they shall be
transferred to judicial authorities and investigiater criminal liability according to
law.

Chapter 6  Supplementary Provisions

Article 36 Regulations on the transfer of State-owned prgpeights of
enterprises of overseas enterprises shall be sefyaeaacted.

Article 37 The transfer of State-owned property rights okegorises held by an
entity that has not separated governmental fungtioom corporate ones and other
entities shall be subject to the approval of tmaricial department in charge with
reference to these regulations for implementation.

Article 38 The State-owned Assets Supervision and Administra&€ommission

under the State Council shall be responsible far thterpretation of these
regulations. Where relevant department is invalwetevant department of the
State-owned Assets Supervision and Administratioom@ission shall be
responsible for the interpretation.

Article 39 These regulations shall be effective as of 1 Fatyy2004.
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