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REGULATORY OVERVIEW

REGULATIONS ON ENGINEERING AND CONSTRUCTION
Principal Regulatory Authorities

The NDRC and the local development and reform commissions are responsible for administering the
planning, review and approvals of fixed assets investment construction projects.

The MOHURD and the local administrative authorities for construction are responsible for the
administration of the requirements and qualifications of entities in the construction industry, including the review
and approval of market entry requirements for, and the endorsement and confirmation of qualifications of, various
types of construction enterprises, the establishment of industry standards, and the supervision and administration of
industry quality standards.

The MOFCOM and the local administrative authorities for commerce are responsible for the supervision
and administration of the qualifications and project bidding of, and the establishment of any overseas company
through outbound investments by, enterprises engaging in overseas contract construction projects, as well as foreign
investments in the construction industry.

The Ministry of Transport and the local administrative authorities for transportation are responsible for
administering highways and waterways construction markets, and implementing unified leadership and multi-level
oversight for the administration of highways and waterways construction projects.

The State Administration of Work Safety and the local administrative authorities for work safety are
responsible for the supervision and administration of work safety of construction projects in China.

The Ministry of Environmental Protection and the local administrative authorities for environmental
protection are responsible for the administration of environmental protection of construction projects, including the
review and approval of environmental impact assessment documents for construction projects, the assessment of the
qualifications of entities that conduct evaluation of the environmental impact of contraction projects, and the
inspection of environmental protection facilities of construction projects.

The State Administration of Quality Supervision and the local administrative authorities for quality
supervision, inspection and quarantine are responsible for the supervision of product quality and safety, the
administration of product quality and safety-related matters, including mandatory inspection, risk monitoring and
control, the monitoring and selective examination and exemption from examination by the state, and the
administration of production permits for industrial products.

Principal Regulations

Enterprises engaged in engineering and construction activities are subject to a series of laws and regulations
promulgated by the PRC Government, including the Construction Law of the PRC ({h#e A B IL 0 2 2R L)),
the Tender and Bidding Law of the PRC ({fr 3 A\ & L0 B 47 2 4% 42112 ) ), the Regulations on the Administration
of Quality Control of Construction Projects ({73 T2 B &H)), the Regulations on Administration of
Survey and Design of Construction Projects ({(#zx THEENEE 51 FE6)), the Rules on Administration of
Foreign-Invested Construction Enterprises ({¥ & E D E S I E)), the Measures on Administration
of Tenders for the Design of Construction Projects ({758 T ALk FHEFEFR R4 I P L)), the Regulations on
Administration of Qualifications of Construction Enterprises ((FESFEEMZEEEE I E)), and the Guidance
Opinions on Fostering and Developing EPC Contracting and Project Management Enterprises
(B E B8 R TR AR TAETE B ST M58 5 B)). These laws and regulations set forth the
qualifications for such businesses as consultancy, survey and design, construction, and supervision in the contract
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project construction industry, invitation for and tendering bids for construction projects and the quality of
construction projects.

Qualifications Requirements

Under the Construction Law of the PRC and other relevant laws and regulations, enterprises engaged in
consultancy, survey and design, construction, supervision, EPC contracting and environmental impact assessment
businesses related to construction projects shall engage in construction activities limited to the scope set out in their
qualifications.

Qualifications for Project Consultancy

Pursuant to the Methods to Determine the Qualifications of Project Consultancy Entities
AR b3 B B R E J1%)), entities engaged in project consultancy shall obtain the project consultancy
qualification certificate issued by the NDRC in accordance with the laws and regulations and conduct the relevant
project consultancy businesses in accordance with the certificate. The professional qualifications for project
consultancy entities are categorized into 31 specialties, their scope of services includes eight items and the
qualifications are classified into Class A, Class B and Class C.

Qualifications for Survey and Design Enterprises

Pursuant to the Regulations on the Administration of Qualifications of the Survey and Design of
Construction Projects (g% TR HIE s EE & HHLE)), enterprises engaged in construction project survey

and design in China shall obtain the qualifications certificate for construction project survey and design and shall
engage in construction project survey and design activities within the scope permitted by their qualifications.

Project survey qualifications are classified into comprehensive qualifications, specialty project survey
qualifications and project survey labor qualifications. There is only Class A category for comprehensive
qualifications. Specialty project survey qualifications are classified into Class A and Class B, and based on the
nature and technical characteristics of the relevant construction projects, there may be Class C category for certain
specialties. There is no classification for project survey labor qualifications. Any enterprise that has obtained the
comprehensive qualifications may undertake all types (other than survey related to marine construction projects)
and classes of construction project survey business. Any enterprise that has obtained the specialty project survey
qualifications may undertake project survey business commensurate with the class and specialty of such
qualifications. Any enterprise that has obtained the project survey labor qualifications may undertake project
survey-related labor services such as ground construction administration, drilling projects and pit sinking projects.

Project design qualifications are classified into comprehensive project design qualifications, industry-
specific project design qualifications, specialty project design qualifications and specialized project design
qualifications. There is only Class A category for comprehensive project design qualifications. Industry-specific
project design qualifications, specialty project design qualifications and specialized project design qualifications
are each classified into Class A and Class B. Based on the nature and technical characteristics of the relevant
construction projects, there may be Class C category for certain industry-specific, specialty and specialized project
design qualifications, and Class D category for specialized construction project qualifications. An enterprise which
has obtained comprehensive project design qualifications may undertake the design business for construction
projects in any industry and of any class. An enterprises which has obtained industry-specific project design
qualifications may undertake the project design business in accordance with the Class of the qualifications as well as
the related specialty and specialized project design businesses (other than those requiring integrated design and
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construction qualifications) in the same industry and of the same class. An enterprise which has obtained specialty
project design qualifications may undertake the project design business within the relevant specialty commensurate
with the Class of the qualifications as well as the related specialized project design business (other than those
requiring integrated design and construction qualifications) of the same class. An enterprise which has obtained the
specialized project design qualifications may undertake the specialized project design business in accordance with
the Class of the qualifications.

Qualifications for General Construction Contractors and General Specialty Contractors

Pursuant to the Regulations on Administration of Qualifications of Construction Enterprises, qualifications
for construction enterprises are divided into three groups, namely general construction contracting, specialty
contracting and labor subcontracting. Each group is divided into various categories of qualifications according to
the nature and technical characteristics of the relevant construction projects, and each category of qualifications is
further divided into various classes in accordance with the stipulated conditions.

An enterprise which has obtained the general construction contracting qualifications may undertake general
construction contracting projects. A general construction contracting enterprise may undertake the construction of
each specialty project in its general construction contracting project, or subcontract any specialty projects or labor
works to specialty contracting enterprises or labor subcontractors with relevant qualifications in accordance with
the laws and regulations.

An enterprise which has obtained the specialty contracting qualifications can undertake specialty
construction projects subcontracted by the general construction contractor and those contracted out by a
construction entity in accordance with the relevant regulations. A specialty contracting enterprise may undertake
the construction of all of its specialty projects or subcontract any labor works to labor service subcontractors with
relevant qualifications in accordance with the laws and regulations.

An enterprise which has obtained the labor subcontracting qualifications can provide labor services sub-
contracted by the general construction contractor or specialty contractor.

Qualifications for Project Supervision Enterprises

Pursuant to such regulations as the Regulations on the Administration of Qualifications of Project
Supervision Enterprises ({ TFEE:I A EH S HHIE)) and the Opinions for the Implementation of the
Regulations on the Administration of Qualifications of Project Supervision Enterprises
(TR AR E S M E B FY), qualifications for project supervision enterprises are classified into
general qualifications, specialty qualifications and firm qualifications. There is no classification for general
qualifications. Specialty qualifications are divided into Class A and Class B, and there may be a Class C category for
the specialty qualifications for building construction, irrigation and hydro-electricity works, highway and
municipal public utilities projects. Furthermore, based on the nature and technical characteristics of the related
projects, specialty qualifications are classified into different project types, and among them, the supervisions for
smelting projects include five types, including iron and steel smelting and continuous casting projects, steel rolling
projects, auxiliary smelting projects, non-ferrous smelting projects and building materials projects.

Qualifications for EPC Contracting

Pursuant to such regulations as the Guidance Opinions on Fostering and Developing EPC Contracting

and Project Management Enterprises ((BA 1T 38R TEFURGM THEEE S ENIEES R))
(EET[2003]309%830)) issued by the Ministry of Construction, engineering companies with comprehensive
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functions of design, procurement and construction (construction management) may undertake EPC contracting
businesses within the scope of the projects permitted by the classes of its survey and design, and general
construction contracting qualifications. Project survey, design and construction enterprises may also form a
consortium to undertake a joint EPC contracting for a project.

Qualifications for Environmental Impact Assessment

Pursuant to the Regulations on the Administration of Qualifications for Assessment of Environmental
Impact of Construction Projects ({ @ 5% TH H Br 15 52 2 0P8 &R 45 F 37 )), an organization entrusted to provide
technical services for assessment of the environmental impact of construction projects must obtain the Certificate of
Qualifications for Assessment of Environmental Impact of Construction Projects
((EFRTBE RSB EEE#=E)) and may then provide technical services for environmental impact
assessment within the qualifications class and evaluation scope stipulated in such certificate. The environmental
impact assessment qualifications are divided into Class A and Class B.

Project Tenders and Bidding

A variety of regulations such as the Construction Law of the PRC, the Tender Law of the PRC and the
Measures on Administration of Tenders for the Design of Construction Projects set forth the procedures of the
invitation for and tendering bids for survey, design, construction and supervision of construction projects and
certain related matters.

Pursuant to the Construction Law of the PRC, the invitations for bids and tenders for the outsourcing and
contracting of a construction project shall comply with principles of transparency, impartiality and equal
competition, and the contracting party shall be selected based on merits.

Pursuant to the Tender Law of the PRC, an invitation for tender is required for the following construction
projects (including the survey, design, construction and supervision of and the procurement of important equipment
and materials related to such projects): large-scale infrastructure, public utilities and other projects that relate to
general public interests and public security; projects that utilize in whole or in part the investment of the state-owned
fund or financed by the PRC Government; and projects financed with loan or financial aids from such entities as
international organizations and foreign governments. The tender and bidding process includes five phases:
invitation for tender, bid submission, bid opening, bid evaluation, and bid granting.

Invitations for tender are categorized as public tender and tender by invitation. Any of the key state projects
confirmed by the development and planning department of the State Council, and the key local projects confirmed
by the government of a province, autonomous region or municipality, that is not suitable for public tender may be
tendered by invitation, subject to the approval of the development and planning department of the State Council or
the government of the relevant province, autonomous region or municipality.

A bidder shall have the capability to undertake the project subject to the tender; if any PRC regulations or the
documents of the invitation for tender set forth any qualification conditions for the bidder, the bidder shall meet the
required qualification.

Bid opening shall be made at the same time as the deadline for the submission of bid documents that is fixed
in the documentation of the invitation for bids; the venue for the bid opening shall be fixed in advance in the
documents of the invitation for tender.

The bid evaluation committee established by the bid inviter in accordance with the laws and regulations will
be responsible for evaluating the bids. The winning bidder will be determined by the bid inviter based on the written
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bid evaluation report and recommendation of the bid evaluation committee. The bid inviter may also authorize the
bid evaluation committee to determine the winning bidder.

When the winning bidder is selected, the bid inviter shall issue a bid winning notice to the winning bidder
and notify all other bidders failing to win the bid of the tender results. The bid winning notice is legally binding for
both the bid inviter and the winning bidder.

Construction Project Quality Controls

The Regulations on the Administration of Quality Control of Construction Project provide that the entities
that develop the project or undertake surveying, design, construction or project supervision are responsible for the
quality of a project according to the laws. All construction activities must be conducted in strict compliance with
basic construction procedures and by adhering to the principle of surveying first, then designing and later
constructing. When the entity to develop the project receives the completion report for the construction project,
it shall organize all the entities that have undertaken design, construction, project supervision and other works for
the project to conduct a completion inspection. In addition, the Regulations on Administration of Survey and Design
of Construction Projects ({3 TFEH)EE & & L)) further provide that a project survey enterprise shall
conduct the survey in accordance with the laws and regulations regarding the quality of construction projects, the
mandatory standards for project construction and the relevant survey contract and shall be responsible for the
quality of its survey.

Under the Provisional Measures for the Administration of Retention Funds for the Warranty of Construction
Projects ({2 5k TI2E &3 554 BT 1TIFEE)), the project owner shall specify the portion to be withheld from
the amounts payable as retention funds to cover the costs required for the maintenance and repairs of any defects by
the contractor during the warranty period. Upon the completion of the construction project, the project owner shall
make timely payment of the balance of the contract price to the contractor and withhold the retention funds
according to the relevant contract. With respect to any construction project which is wholly or partially funded by
investments of the PRC Government, an amount of approximately 5% of the contract price shall be withheld as
retention funds.

Work Safety and Environmental Protection related to Construction Projects
Work Safety

With respect to the administration of work safety in the process of project contracting, in addition to the
Construction Law of the PRC, China has promulgated various laws and regulations, including, among others, the
Work Safety Law of the PRC ({(p2E \ RILFIE %24 EE)), the Regulations on Work Safety Permits
AR n#816%])), the Regulations on the  Administration of  Construction  Safety
(R TR E S M), and the Regulations on Administration of Construction Enterprises’” Work
Safety Permit ({28 T AL 24 FE ] BB HHE)) to regulate the administration of the work safety of
construction projects. Under the foregoing laws and regulations, construction enterprises shall establish a work
safety management organization or provide personnel dedicated for work safety management. The PRC
Government implements the work safety permit system for construction enterprises. Without obtaining the work
safety permit, a construction enterprise may not engage in construction activities. The entities to develop the project
or undertake surveying, design, construction, project supervision or other work safety-related activities must
comply with the provisions of the work safety laws and regulations, ensure the work safety of the construction
project and assume responsibilities for the work safety in accordance with the laws and regulations.
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In addition, the Provisional Measures for the Supervision and Administration of Work Safety of Central
State-owned Enterprises ({Hr e 404 A & BEBHE T 47 3E7%)) provide that an enterprise owned by the
central government shall adopt rules to establish a work safety leader responsibility system that focuses mainly on
the responsibilities of the primary senior managers in charge of such an enterprise and shall also be subject to the
supervision and administration of the work safety supervision and administration bodies at the national level, of the
province, autonomous region or municipality, and city or prefecture where the enterprise is located as well as within
the industry of the enterprise.

Environmental Protection

With respect to the environmental protection in the process of project contracting, according to such laws
and regulations as the Environmental Protection Law of the PRC ({f3E \ RILFNERIRIE(RELL)), the
Environmental Impact Evaluation Law of the PRC ({F#E A\ [ ILA01 B BR 55 5 B 5148 1)), the Law of the PRC
on the Prevention of the Environmental Pollution of Solid Waste ({F 3 A [ 71 5] [&] B2 B2 15 e BR BE BT IE EE)),
the Regulations on the Environmental Protection of Construction Projects ({# %18 H BRIE(F S FEHY) and
the Regulations on the Administration of the Completion Check for Acceptance of the Environmental Protection
Facilities of Construction Projects ({Z#x1E H BRI TE I E L E)), the construction of any
project that causes pollution to the environment must comply with the PRC Government’s regulations on the
environment protection relating to construction projects. The PRC Government has implemented a mechanism for
the evaluation of the environmental impact of construction projects. A construction entity shall adopt measures to
control environmental pollutions and damages caused by dust, waste gas, sewages, solid waste, noises and
vibrations at the construction site in accordance with the environmental protection and work safety laws and
regulations.

Penalties for an entity that has violated the environmental protection laws are determined based on the
extent of the pollution caused and the seriousness of the particular violations. Such penalties include warning, fines,
remedial actions to be taken within the fixed time period, suspension of business, and closure. An incompliant entity
shall also pay damages to other entities for the losses they incurred due to the pollution. For any significant
environmental pollution accident resulting from violations of the Environmental Protection Law of the PRC and
causing such serious consequences as major losses of public and private assets or casualties, the perpetrator shall
bear criminal liability in accordance with the laws and regulations.

Operating Permits for Overseas Project Contracting and Foreign Labor Services

Under the Foreign Trade Law of the PRC ({3 N RILFIE#4ME 55 1E)), the Regulations on the
Administration of Overseas Project Contracting ({¥}#M&fJ T2 HAE{5)) and related laws and regulations,
entities that undertake overseas project contracting or foreign labor services shall have appropriate credentials or
qualifications. An operational qualification permit system has been implemented for overseas project contracting
business. All the entities engaged in overseas project contracting business shall apply for the foreign economic
cooperative qualifications from the MOFCOM. For large-size business enterprises, design institutes, enterprises
engaged in foreign trade, production enterprises with self-conducted import and export businesses, and large-scale
pilot state enterprise groups that have certain specific qualifications or meet certain specified standards, the
MOFCOM will issue them a PRC Certificate of Qualification for Overseas Project Contracting
((HEE N RN B SR A TR AR E AR ).

Pursuant to such laws and regulations as the Foreign Trade Law of the PRC and the Administrative Measures
for Foreign Cooperative Labor Services Qualifications ((¥4M45H5 A 1E SR EA& & F L)), enterprises that
engage in foreign labor services shall obtain the relevant permit from the MOFCOM and acquire foreign labor

98



THIS INFORMATION PACK IS IN DRAFT FORM. The information contained in it is incomplete and is subject to change.
This Information Pack must be read in conjunction with the section headed “Warning” on the cover of this Information Pack.

REGULATORY OVERVIEW

services qualifications as required under the laws. They may not undertake any foreign labor service activities until
they obtain the foreign labor services qualification certificate of the PRC.

REGULATIONS ON RESOURCES DEVELOPMENT
Principal Regulatory Authorities

The NDRC and the local development and reform commissions are responsible for formulation and
organization of the implementation of China’s major economic and social development strategies, annual plans and
other medium and long term plans and review examination and approval of such matters as major construction
projects, major foreign investment projects, major investments in overseas resources development projects, and
investment projects funded by a large amount of foreign currencies. The National Energy Bureau under the NDRC
is responsible for the approval and examination of the energy investment projects as provided in the plans of the
PRC Government and with a scale permitted under its annual plan.

The MOFCOM and the local administrative authorities for commerce are responsible for the formulation of
administrative measures and specific policies regarding overseas investments and the review and approval of the
establishment of enterprises (other than financial enterprises) through overseas investments by domestic
enterprises.

The Ministry of Land and Resources and the local administrative authorities for land and resources are
responsible for the protection and appropriate use of such natural resources as land, mineral and marine resources,
the administration of mineral resources development, the administration of the approval and registration and
certificate issuance regarding mining rights, and the approval and registration of transfer of such rights, formulation
and organization of the implementation of the policies on overseas cooperative exploration and development of
mineral resources, and the review and approval of the regions of mineral resources for overseas cooperation.

The State Administration of Work Safety and the local supervision and administrative authorities for work
safety are responsible for the supervision and administration of work safety in the industrial, mining, commercial
and trade industries, the administration of entry permits for non-coal mining and dangerous chemical products
production enterprises, the administration of issuance of the occupational health and safety permits, the supervision
and examination of the simultaneous design, construction, and operation and use of both the safety facilities for
newly constructed, re-constructed or expanded projects and the principal part of such projects.

The Ministry of Environmental Protection and the local administrative authorities for environmental
protection are responsible for the establishment of a fundamental system on comprehensive environmental
protection, the coordination, supervision and administration regarding major environmental issues, the supervision
and administration of environmental pollution prevention, the guidance, coordination and supervision of ecological
protection, the prevention and control of environmental pollution and destruction from its original sources, the
implementation of the filings and registration system for waste discharge and the system for the simultaneous
design, construction, and operation and use of the environmental protection facilities of construction projects, and
the review and approval of the evaluation documents for major development and construction areas and project
environmental impact in accordance with the governmental regulations.

Principal Regulations

The principal regulations in the resources development industry include: the PRC Law of Mineral Resources
(e \ R ILFN B % E B IR EE)), the Interim Measures for the Supervision and Administration of Mineral
Resources (& & BB & B 1795EE)), the Implementation Rules of the PRC Law of Mineral Resources
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(e A B EFD B 0% B IR S E 40 RY), the Administrative Regulation on the Collection of Compensatory
Fees for Mineral Resources ({fif% 2 &6 {8 2 = &3 # E)), the Administrative Measures for Mineral
Resources Exploration Area and Segment Registration ({(# 2 & 5 2 [ 35 B 508 B L)), the Administrative
Measures for Mineral Resources Exploitation Registration (¢fi#% 2 & 5 B Bf B 508 L)), the Administrative
Measures for the Transfer of Exploration and Mining Rights ({5 £F. 5% 2 #8245 T #9%) ), and the Interim
Administrative Measures of Approving Outbound Investment Projects ({5 4M% & TE H ¥ EET 4758 B PEEE)),
among others. These laws and regulations regulate the exploration, mining and management of mineral resources as
well as investments in overseas mining rights.

Qualifications Requirements

Under the PRC Law of Mineral Resources, all mineral resources are state-owned. The state ownership of the
mineral resources on the surface of the earth or underground remains unchanged regardless of the variations in the
ownership or land use rights to the land to which such mineral resources are attached. Any enterprise planning to
engage in the exploration and mining of mineral resources must apply separately for exploration and mining rights,
obtain such exploration and mining rights with relevant governmental approvals and complete the required
registrations in accordance with applicable laws. Any entity that engages in the exploration and mining of mineral
resources must comply with the relevant qualification requirements.

Pursuant to the Administrative Measures for Mineral Resources Exploration Area and Segment
Registration, the State shall implement a system of uniform area and segment registration for mineral resources
exploration. Entities engaged in mineral resource exploration shall apply to the relevant administrative department
for exploration permits, pay the requisite usage fees for the relevant exploration rights and the appraised prices for
the exploration rights and thus become the holder of exploration rights.

According to the Administrative Measures for Mineral Resources Exploitation Registration, entities
engaged in mineral resource mining shall, before becoming the holder of mining rights, complete the registration
and approval formalities with the State Council’s administrative department for geological minerals, apply for
mining permits, and pay the usage fees and prices for the relevant mining rights. Prior to applying for mining rights,
the mining rights applicant shall, based on the officially approved geological exploration reserve report, apply to the
relevant registration and administrative authority for mining rights registration for the designation of the scope of
the mining area.

In addition, under various PRC regulations regarding the resources development industry, the qualifications
related to the prospecting of the quantity of resources and reserves in resources development include qualifications
for geological prospecting, qualifications for mining rights appraisal entities, professional qualifications for mining
rights appraisers, qualifications for mineral reserves appraisal entities and professional qualifications for mineral
reserves appraisers.

Mineral Resources-Related Overhaul, Mining, Work Safety and Environmental Protection

According to the Notice of the State Council to Overhaul the Mining Industry Order and Safeguard the State
Ownership over Mineral Resources ([R5 i B j 5 e il 3 ok o 46k i I 2 S i 2 U507 A HERY 8 N)),  the

Notice of the State Council on the Forwarding of the Notice on Further Overhauling the Administrative Order

of  Mineral  Resources (s Be it/ BRI HE ] 1 AT < BRI — 40 1 PR WH Al S ' VR PR P
& H > 2@ #1)) issued by the Ministry of Land and Resources and certain other PRC governmental agencies,
the Notice of the State Council Regarding the Overhaul and Standardization of Mineral Resources Development

Order (2075 B B8 7 2 Ty 25 i A R 6 i /22 ' VR B 28 Bk P 948 4 ), and the Notice of the State Council on the
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Forwarding of the Opinions on Further Consolidating Mineral Resources Development
(KI5 e e B % I U B 26 0 P << Sl Y VR B 34T R 5 O > HOJ8 ) issued by the Ministry
of Land and Resources and certain other PRC governmental agencies, the PRC Government requires a stringent
administration of mineral exploration rights, mining rights, mineral resources prospecting and entry permit for
mineral resources exploration.

According to the PRC Law of Mineral Resources, the Implementation Rules for the PRC Law of Mineral
Resources and the Administrative Measures for Mineral Resources Mining Registration, among others, for mineral
resources mining, one must adopt appropriate mining sequences and methods and ore processing techniques. The
resource recovery ratio, ore dilution ratio and ore selection recovery ratio shall meet the designed requirements. In
the meantime, to undertake mineral resource mining, one must comply with national labor safety and health
regulations and possess the conditions necessary to ensure work safety, and it must also abide by the relevant
environmental protection laws to prevent pollution to the environment.

With respect to the administration for the work safety of mine construction and mining of mineral resources,
the Law of Safety of Mines of the PRC ({F3E A\ R ILFN B T#% 11 2 2 1)), the Work Safety Law of the PRC, the
Implementation Rules for the Law of Safety of Mines of the PRC (¢{rr#& A & 370 B 5% 11 2 4 1 B s f41])) and
the Regulations on Work Safety Permits provide that a mine construction project shall demonstrate its safety
conditions and be evaluated for its safety in accordance with the relevant regulations. In addition, an inspection test
of the safety facilities shall be carried out after the completion of the project but before the commencement of
production. Only after such inspection test is passed will the production commence. In the meantime, China has
implemented a work safety permit system. Without obtaining the work safety permit, an enterprise may not engage
in production activity.

As for environmental protection, under the Water Pollution Prevention Law of the PRC
(3 A R SERIE K 75 42 73475)), the Forestry Law of the PRC (i A [ 4E I £ 4k1£)), the PRC Law
of Mineral Resources, the Environmental Protection Law of the PRC, the Atmospheric Pollution Prevention Law of
the PRC ((Hr 32 A R ILFNE] K575 S B %)), the Grasslands Law of the PRC ({3 A R LA B B %)), the
Regulations on Land Re-cultivation ({1 /5 %R#H 7)), the Implementation Rules for the PRC Law of Mineral
Resources and the Regulations on the Administration of the Collection and Use of Waste Discharge Fees
(s B 4 36491 ), entities engaged in mineral resources mining shall implement measures to protect
the ecological environment. For example, if mining activities result in damages to farmland, grassland or forest,
entities engaged in such mineral resources mining shall undertake measures such as re-cultivation, planting trees
and grasses, to restore the mining site to its original condition within a prescribed time. Meanwhile, under the PRC
Law on the Promotion of Clean Production ({##f A\ & IEFN [ i&F 24 E L)), the Environmental Impact
Evaluation Law of the PRC, the Energy Conservation Law of the PRC ({f % A B0 & 41 fE Ik 1)) and the
PRC Law on the Promotion of Circulatory Economy ({F3E A F A0 B 1§ 3R & {2 4 1)) for the exploration and
mining of mineral resources, one shall adopt such surveying and exploration methods and technologies that are
beneficial for reasonable use of resources, environmental protection and pollution prevention exploration and
mining, thus improving efficiency in resources exploitation.

Foreign Mineral Resource Development

According to the Interim Administrative Measures for Approving Outbound Investment Projects
(CEAMNEETE B A 174 B PEEE)), the State administers the review and approvals of outbound investments
in mining exploitation and other resources development projects. Of all such projects, those with the Chinese party’s
investment of less than US$30 million shall be reviewed and approved by the relevant provincial development and
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reform department; those with the Chinese party’s investment of between US$30 million and US$200 million shall
be reviewed and approved by the NDRC; and for those with the Chinese party’s investment of US$200 million or
more, the NDRC shall submit such projects to the State Council for approval after condulting its preliminary review.

In addition to the general PRC regulations on overseas investment, an entity shall also need to comply with the
Notice of the Ministry of Commerce and the Ministry of Land and Resources Regarding the On-line Registration for
Overseas Mineral Resources Development (P 5 &7 ~ [0 - S Y 0 B A B 47358 & NI U8 B B A 45 52 A0 3 ) )

and certain other special regulations related to overseas mineral resources development.

Entry Permit of the Mineral Resources Industry

With respect to mineral resources development, China has enacted such regulations as the Entry Conditions
for the Copper Smelting Industry ((Fi/5 0173 #EAMAF)), and the Entry Conditions for the Lead and Zinc
Industry ({S58F1TZEMEAME/EY), the Entry Conditions for the Aluminum Industry ({4247 2 #E AGAHE)) and the
Notice of the NDRC on Strengthening the Administration of the Entry to the Lead and Zinc Smelting Industry
(I 5 % Joe e 2 B A N o S SR R T SEE A S T AE R4 1)), which  separately set forth the entry
conditions for copper, lead and zinc, aluminum and other resources development industries that relate to such
fields as techniques and equipment, energy consumption, overall resource exploitation, environmental protection,
work safety and occupational hazards. For any new construction, re-construction or expansion project that fails to
meet the entry conditions, the relevant administrative departments for investment shall not accept the filings of such
project, no financial institutions shall provide credit lines, the relevant land administration departments shall not
process the related land supply formalities, and environmental protection departments shall not approve the related
environment impact assessment report, and the relevant power departments shall cease the power supply.

REGULATIONS ON EQUIPMENT MANUFACTURING
Principal Regulatory Authorities

The NDRC and the local development and reform commissions are responsible for, among other things,
coordinating the resolution of major issues related to the popularization and application of significant technological
equipments.

In addition to the review and approval of the establishment of enterprises overseas with outbound
investments by domestic companies, the MOFCOM and the local administrative authorities for commerce are
also responsible for formulating and organizing the implementation of the trade policies regarding the import and
export of complete sets of equipment.

The Ministry of Industry and Information Technology assumes the organizational and coordination
responsibility for the invigoration of the PRC equipment manufacturing industry. It formulates the plans and
policies regarding the development and independent innovation of major technologic equipment, coordinates the
implementation of major specialty projects by relying on key national engineering and construction projects,
promotes the domestic production of significant technological equipment, and provides guidance for the digestion
and innovation of imported major technological equipment. It also assumes the organizational and coordination
functions for the popularization and application of major model projects, new products, new technologies, new
equipment and new materials.

The State Administration of Quality Supervision is responsible for the supervision of product quality and
safety, the administration of the product quality and safety related matters, including mandatory inspection, risk
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monitoring and control, the monitoring and selective examination, and the administration of production permits for
industrial products.

Under the State Administration of Quality Supervision, there is the Specialty Equipment Supervision
Bureau which is responsible for the monitoring and supervision of safety of relevant specialty equipment, the
supervision and examination of design, manufacturing, integration, renovation, maintenance, use, testing and
checkup, and import and export of specialty equipment, the investigation and settlement of specialty equipment
related accidents and the related data collection and analysis, the supervision and administration of the
qualifications of the institutes and personnel responsible for test, inspection and operation of specialty equipment,
and the supervision and inspection of the implementation of the energy saving standards for specialty equipment
with high level energy consumption.

The State Administration of Work Safety and the local supervision and administrative authorities for work
safety are responsible for the supervision and administration of work safety in industrial, mining, commercial and
trade industries.

The Ministry of Environmental Protection and the local administrative authorities for environmental
protection are responsible for the establishment of a basic system of comprehensive environmental protection, the
coordination, supervision and administration regarding major environmental issues, and the supervision and
administration of environmental pollution prevention.

Principal Regulations

The principal laws and regulations relating to equipment manufacturing include, among others, the Work Safety
Law of the PRC, the Product Quality Law of the PRC H3E A\ RILAFNE E SV &), the Measures for the
Administration of Production License for Industrial Products ((HP#E A RILF1E T 275 AR B 27 ] 3545 TG,
the Interim Measures for the Administration of Qualifications for the Specialized Designs of Light Steel Structure for
Buildings ((#8R = J 8l 45 75 T AR sk =T BUE & & % 47 30E1%)), the Regulations on Supervision of the Safety of
Specialty Equipment ({45778 5% i 40 2> BS 22651y ), the Regulations on Supervision of the Quality and Safety of Specialty
Equipment ({4558 5% 5 B 5 BB Bl 27 4 BE 2531 7)), the Measures for the Supervision and Administration of Operating
Personnel for Specialty Equipment ((EfEZATESE N B BB 1)), and the Guidelines and Manuals on
Industrialized Technologies for Steel Structure Residential Buildings ({4551 2 a5 s ZEAL B M AIY). These
rules and regulations govern the qualifications, quality and safety management for equipment manufacturing operations, as
well as the credentials for specialized designs of light steel building structure and the development of steel structure
architectures.

Qualifications Requirements

Pursuant to the Measures for the Administration of Production License for Industrial Products and the
Implementation Rules for the Measures for the Administration of Production License for Industrial Products
(e N RS B T 38 8 it A 78 & P o8 A BRAG(9) ED M M), China has implemented a production permit
system for key industrial products. Under the Regulations on Supervision of the Safety of Specialty Equipment
and the Regulations on Supervision of the Quality and Safety of Specialty Equipment, boilers, pressure vessels,
elevators, cranes and other specialty equipment may be manufactured only after the relevant manufacturer has
obtained the permission from the State Council’s supervisory and administrative department of specialty equipment
safety. With respect to the specialty equipment not subject to the production permit administrative system, a safety
approval system shall be implemented.
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Quality Supervision and Work Safety Administration

Under the Work Safety Law of the PRC, a production entity shall satisfy the work safety conditions set forth
in the relevant laws and regulations as well as national or industrial standards. No entity that fails to satisfy such
work safety conditions may engage in any production activity.

Pursuant to the Product Quality Law of the PRC, the State has implemented enterprises’ quality system and
product quality certification mechanisms. The certificating agency will issue a quality system certificate and a
product quality certificate once the certification procedure is satisfactorily completed by an enterprise.

The Regulations on Supervision of the Quality and Safety of Specialty Equipment and the Regulations on
Supervision of the Safety of Specialty Equipment provide that any entity using a specialty equipment shall be
responsible for the safety during its use and operation of the specialty equipment and it shall only use the specialty
equipment with the production permit or the safety approval certificate.

REGULATIONS ON PROPERTY DEVELOPMENT
Principal Regulatory Authorities

The principal regulatory authorities of the PRC Government for the supervision and administration of
property development include the development and reform commissions, the administrative authority for land and
resources, the administrative authority for construction, the administrative authority for planning and the
administrative authority for housing at each level.

The NDRC and the local development and reform commissions are responsible for the review and approval
of the fixed assets investment projects, including property development.

The Ministry of Land and Resources and the local administrative authorities for land and resources are
responsible for the formulation and implementation of the land development and use standards, the supervision and
administration of the supply of urban and rural construction land, government land reserve, and the development of
efficient and intensive use of the land, and the regulation of the sale, leasing, contribution as capital and transfer of
land.

The MOHURD and the local administrative authorities of construction, planning and housing are
responsible for safeguarding the supply of housing for low income households, promoting the reform of housing
system, regulating the order of housing construction and urban and rural development. They also assume the
responsibility for regulating the order of and supervising and administering the property market, formulating the
regulatory policies for the property market, promulgating and supervising the implementation of rules and
regulations on property development, and administering urban and rural planning.

The MOHURD and the Ministry of Land and Resources divide the responsibility for the administration of
the property industry in accordance with the relevant rules of the State Council.

Principal Regulations

The principal laws and regulations on property development include the PRC City Property Administration
Law ((Fp3E A R I A1 B35 117 5 M 728 45 78 722)), the Construction Law of the PRC, the Law on Land Administration
of the PRC ({(# ARILME B P)), the Urban and Rural Planning Law of the PRC
3 N\ B AN B 5 4057 3 15)), the Interim Regulations on the Sale and Transfer of the State-owned Land
Use Rights in Cities and Townships of the PRC (2 A [ 31 5 588 B A7 - i i P o S A e T 47 A6 091 ),

the Regulations on the Administration of Urban Property Development and Operations

104



THIS INFORMATION PACK IS IN DRAFT FORM. The information contained in it is incomplete and is subject to change.
This Information Pack must be read in conjunction with the section headed “Warning” on the cover of this Information Pack.

REGULATORY OVERVIEW

(T = b 28 BH B 48 4 5 PG 191]) ), the Regulations on the Administration of Quality Control of Construction
Project, the  Administrative = Measures for  Construction  Permits of  Building  Projects
(a5 T FE 06 T 2F m] 45 F i), the Regulations on the Administration of Property Development Qualifications
(S BB > 3B A5 T8 22)), the Administrative Measures for the Sale of Commercial Residential
Properties ({74 5 5 848 & FIE7%)), the Interim Measures for the Approval of Enterprises’ Investment Projects
(A ZEFETE H B AEET 47 3EL)), the Regulations on the Assignment of State-owned Construction Land Use
Rights through Bidding, Auction and Listing ((FEAEHqE #H R EA Bk F i HRERLE)), the
Administrative Measures for the Pre-approval of Construction Land ((Z T8 B F #h 7E 2545 F 2 5)) and the
Administrative ~ Measure  for the Pre-Sale of Urban Commercial Residential  Properties
kT T o B TE B A R L)), These laws and regulations set forth rules on property development enterprises’
qualifications, land acquisitions, planning and design, development and construction, and marketing and sales.

Qualifications Requirements

Pursuant to the Regulations on the Administration of Qualifications of the Property Development
Enterprises, a property development enterprise shall apply for the classification of its qualifications, and an
enterprise may not engage in property development operations without a qualifications classification certificate for
property development. According to such regulation, based on their specific conditions, property development
enterprises are subject to four classes of qualifications classification: the first class, the second class, the third class
and the fourth class. Enterprises with different classes of qualifications shall conduct their respective property
development businesses within the stipulated business scope and may not undertake any assignment that is reserved
for higher qualifications classes.

Pursuant to the Regulations on the Administration of Urban Property Development and Operations, the
administrative authority for property development will determine the class of qualifications of a property developer
and issue qualifications certificates of the corresponding class based on the developer’s assets, technicians and
operating performance.

Administration of Property Development
Land Acquisition

Under the Law on Land Administration and the Regulations on the Assignment of State-Owned
Construction Land Use Rights through Bidding, Auction and Listing, with an exception of the land use rights
of the land for government offices, military facilities, urban infrastructural facilities and public facilities, which may
be obtained through allocation, land to be used for industrial (including warehousing and storage, but excluding
mining), commercial, tourism, entertainment and commercial residential housing purposes shall be transferred
through bidding, auction or listing. The land development entity which has obtained the state-owned land use rights
through grant or other compensatory fee-paying methods must pay such compensatory land use fees as the premium
for obtaining land use rights as well as other fees before using such land.

Under the Administrative Measures on Economically Affordable Housing (¢ Z8 7% F {1 = & FHEEE)),
land for the construction of economically affordable housing will be supplied through allocation. Economically
affordable housing refers to the residential housing for which the PRC Government provides favorable policy, and
which are subject to various restrictions in terms of size and price constructed in accordance with reasonable
standards and supplied to urban households with low income or housing difficulties.
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Planning and Design

According to the PRC City Property Administration Law, property development must be in strict
compliance with the requirements of the relevant urban plan and design. A property development project, land
use rights of which have been obtained through grant, must be developed in accordance with such terms as the usage
and the deadlines for commencement and development of the land that are stipulated in the relevant land use rights
grant agreement.

Under the Law of Urban and Rural Planning of the PRC, after its execution of the land use rights grant
agreement for state-owned land, the land development entity shall apply for the construction land planning permit
and the construction work planning permit in accordance with the relevant laws and regulations. Failing to obtain
the construction work planning permit or develop the land in compliance with the requirements set forth in such
permit will result in such administrative penalties as suspension of construction, rectification within a stipulated
time period, demolishment of structures before a stipulated deadline, confiscation of tangible assets or illegal
income, or fine that the relevant administrative authority for urban and rural planning shall impose based on the
particular nature of non-compliance.

Property Development and Construction

In accordance with such regulations as the Administrative Rules on the Development and Operation of
Urban Property and the Administrative Measures for Construction Permits of Building Projects, development and
construction of any real estate project by a property development enterprise shall comply with all relevant laws and
regulations, the quality requirements for the project construction, safety standards and technical criteria for the
survey, design and construction of the construction project as well as relevant contractual terms. Furthermore,
before the commencement of the property development project, the construction work commencement permit shall
be obtained as required under applicable laws. Once the property development construction project is completed, it
can only be utilized after inspection and meeting qualification for delivery, and no project that has not been so
inspected or is determined to be unqualified upon such inspection may be utilized.

Marketing and Sales

Under such regulations as the Administrative Rules on the Development and Operation of Urban Property,
the Administrative Measures for the Sale of Commercial Residential Properties and the Administrative Measure for
the Pre-Sale of Urban Commercial Residential Properties, property developers may sell commercial residential
housing through pre-sale, but shall first apply to local administrative authority for property development for the
registration of such pre-sale and to obtain a commercial residential housing pre-sale permit. For qualified completed
commercial residential housing, the property developer may file relevant proof documents with the local
administrative authority for property development and obtain a commercial residential housing sales permit.

Development and Construction of Social Welfare Housing

China has, from time to time, adopted various laws and regulations, including the Notice of the State
Council on Forwarding the Opinions of the Ministry of Construction and Certain Other Departments Regarding the
Adjustments  of  Housing  Supply  Structure and the  Stabilization of  Housing Prices
(5 e 2 BB 3 7t e PS4 T 1Y B ) 8 A 5 (AL R 45 R 32 5 (EUAR B SRR ), the State Council’s
Opinions on Resolving the Low-Income Households’ Housing Difficulties
(I 55 B T 2 foft DAl T A A R RE AT 5 TR B 05 T 3 L)), the Measures to Safeguard Low-Rent Housing
EEfRAT E AR R 3E)), and the Administrative Measures on Economically Affordable Housing, that provide
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for a variety of measures such as supply of allocated land, tax reduction and exemption, multiple channels for
securing funds for low-rent housing to increase the construction of economically affordable housing and low-rent
housing, increase housing supply from a variety of sources, increase the ability to secure housing and to promptly
address the basic housing needs of low-income households.

REGULATIONS ON OUR OVERSEAS OPERATIONS

During the Track Record Period and up to the Latest Practicable Date, we have been in compliance with the
relevant overseas regulations in all material respects and have obtained the relevant permits and certificates that are
material to our business operations in those foreign countries and territories where we operated.
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