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Company Law of the People's Republic of China
e NRILFIEEFE 2P
(Adopted at the 5th Session of the Standing Committee of the
2023 4 12 A 29 H Eighth National People's Congress on December 29, 1993;
amended for the first time in accordance with the Decision on
ks J LRI A Amending the Company Law of the People's Republic of China
made at the 13th Session of the Standing Committee of the Ninth
National People's Congress on December 25, 1999; amended for
(1993 4212 A 29 A% /Va & the second time in accordance with the Decision on Amending the
H AR R ke %R n2s e Company Law of the People's Republic of China made at the 11th
Session of the Standing Committee of the Tenth National People's

A
S VUBAL AR 1999 4F 12 A 25 H Congress on August 28, 2004; revised for the first time at the 18th
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Session of the Standing Committee of the Tenth National People's
Congress on October 27, 2005; amended for the third time in
accordance with the Decision on Amending Seven Laws Including
the Marine Environmental Protection Law of the People's Republic
of China made at the 6th Session of the Standing Committee of the
Twelfth National People's Congress on December 28, 2013;
amended for the fourth time in accordance with the Decision on
Amending the Company Law of the People's Republic of China
made at the 6th Session of the Standing Committee of the
Thirteenth National People's Congress on October 26, 2018; and
revised for the second time at the 7th Session of the Standing
Committee of the Fourteenth National People's Congress on
December 29, 2023)

Chapter | General Provisions

Article 1 The present Law is enacted in accordance with the
Constitution with a view to regulating the organizations and

activities of companies, protecting the lawful rights and
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. e interests of companies, shareholders, employees and

BRI ARG, e E A P pioy
creditors, improving the modern enterprise system with

AR, 503K FEM,  Chinese characteristics, carrying forward the

o . s .. entrepreneurship, maintaining the social economic order and
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promoting the development of the socialist market economy.
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. Article 2 For the purpose of this Law, a "company" refers to a
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limited liability company or a joint stock limited company

WHR AR E R NRIEAIE A% established within the territory of the People's Republic of

. China according to this Law.
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. Article 3 A company is an enterprise legal person, which has
B=4 AFARBLEA, B pany prise fegal P
independent corporate property and enjoys the property right
MALE NP2, EHEANMT  of the legal person. It shall bear the liability for its debts with
o all of its property. The lawful rights and interests of the compan
KL AR DAL A HRIU PR 24 7 A property o rest pany
shall be protected by law, which shall not be infringed upon.
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Article 4 The shareholders of a limited liability company is
B% ARFAAANBER y company
liable to the company to the extent of the amount of capital
PLFEGA S B2 4 PR 6T A \] 745 contributions they have made; while the shareholders of a
joint stock limited company is liable to the company to the
HAE: MR AT BRI panyis iad pany
extent of shares they have subscribed for. The shareholders of
T (R A7y N R 2 W] A T A a company is entitled to such rights as deriving proceeds from
assets of the company, participating in making important decisions

N 0 N E AR S B and selecting managers of the company according to law.
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Article 5 A company shall formulate its articles of association
pursuant to the law when it is established, which shall be
binding on the company, shareholders, directors, supervisors

and senior executives.

Article 6 A company shall have its own name. The name of the
company shall be in compliance with the relevant provisions
of the State. The right to name of a company shall be protected by

law.

Article 7 A limited liability company established according to
this Law shall indicate the words "limited liability company"
or "limited company"” in its name. A joint stock limited company
established in accordance with this Law shall indicate the words

"joint stock limited company" or "joint stock company" in its name.

Article 8 A company is domiciled at the place where its main

administrative office is located.

Article 9 The business scope of a company shall be
prescribed in the articles of association. The company may
amend its articles of association and change its business
scope. Where any item within the business scope of a company is
subject to approval as stipulated by any law or administrative
regulation, the approval shall be obtained in accordance with the

law.
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Article 10 A director or manager who represents a company to
execute corporate affairs shall serve as the legal
representative of the company under the articles of
association. Where the director or manager who serves as the
legal representative resigns, he/she shall be deemed to have
resigned from the position of the legal representative at the same

time.

Where the legal representative resigns, the company shall appoint
a new legal representative within 30 days after the date of his/her

resignation.

Article 11 A company shall bear the legal consequences
arising from the civil activities conducted by the legal
representative in the name of the company. Any restrictions on
the functions and powers of the legal representative imposed by
the articles of association or the shareholders' meeting shall not be

asserted against a bona fide third party.

Where the legal representative of a company causes damage to
others while performing his/her duties, the company shall assume
the civil liability. After assuming the civil liability, the company may,
in accordance with the provisions of law or the articles of
association of the company, claim indemnification against the legal

representative who is at fault.
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Article 12 Where a limited liability company is changed into a
joint stock limited company, it shall satisfy the conditions for
joint stock limited companies as prescribed in the present
Law. A joint stock limited company proposing to be converted
into a limited liability company shall satisfy the conditions for
limited liability companies as prescribed in this Law. In the
case of conversion from a limited liability company into a joint stock
limited company or vice versa, the claims and debts of the
company prior to the conversion shall be assumed by the company

after the conversion.

Article 13 A company may set up subsidiaries which have the
corporate capacity and independently bear the civil liability in
accordance with the law. A company may set up branches which
do not have the corporate capacity and whose civil liability shall be

borne by the company.

Article 14 A company may make investments in other
enterprises. If it is prescribed by any law that a company shall not
become a capital contributor that shall bear the joint and several
liability for the debts of the enterprises it invests in, such provisions

shall prevail.

Article 15 Where a company intends to invest in any other
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enterprise or provide guaranty for any other person, such
matter shall, in accordance with the articles of association, be
decided by the board of directors or the shareholders’
meeting. If the articles of association prescribe any limit on
the total amount of investments or guaranties, or on the
amount of a single investment or guaranty, the aforesaid
prescribed limit shall not be exceeded. Where a company
provides a guaranty for any shareholder or actual controller of the
company, it shall be subject to a resolution of the shareholders'

meeting.

The shareholder as mentioned in the preceding paragraph or the
shareholder controlled by the actual controller as set forth in the
preceding paragraph shall not participate in voting on any matter
as prescribed in the preceding paragraph. Such matter shall be
adopted by more than half of the voting rights held by other

shareholders present at the meeting.

Article 16 A company shall protect the lawful rights and
interests of its employees, conclude labor contracts with its
employees according to law, participate in social insurances
and strengthen labor protection to realize work safety. The
company shall adopt various forms to strengthen the vocational
education and on-the-job training of its employees so as to

improve their quality.

Article 17 The employees of a company shall, in accordance

with the Trade Union Law of the People's Republic of China,
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organize a trade union to carry out the trade union activities
and maintain the lawful rights and interests of the employees.
The company shall provide necessary conditions for its trade
union to carry out activities. The trade union of a company
shall, on behalf of the employees, conclude a collective
contract with the company with respect to such matters as the
labor remuneration, working hours, rest and vacations, labor
safety and sanitation, insurance and welfare, etc. A company
shall, according to the Constitution and other related laws,
establish and improve a democratic management system with the
employees' representative congress as the basic form and carry
out democratic management through the employees'

representative congress or by any other means.

When making a decision on restructuring, dissolution, application
for bankruptcy or any other major issue in the respect of business
operation, or formulating any important regulation, a company shall
solicit the opinions of its trade union and listen to the opinions and
proposals of the employees through the employees' representative

congress or by any other means.

Article 18 An organization of the Communist Party of China
shall, according to the Constitution of the Communist Party of
China, be set up in a company to carry out the activities of the
Party. The company shall provide necessary conditions to

facilitate the activities of the Party organization.
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Article 19 When engaging in business operations, a company
shall comply with the laws and regulations, social morality
and business ethics, be honest and faithful and accept the

supervision of the government and the general public.

Article 20 When engaging in business operations, a company
shall take into full consideration the interests of its
employees, consumers and other stakeholders, as well as the
protection of ecological environment and other public
interests and assume social responsibilities. The State
encourages companies to take part in public welfare activities and

release their social responsibility reports.

Article 21 A shareholder of a company shall comply with laws,
administrative regulations and the articles of association,
exercise the shareholder's rights according to law, and may
not damage the interests of the company or of other
shareholders by abusing its rights. Where any shareholder of a
company causes any loss to the company or any other
shareholder by abusing the shareholder's rights, it shall be liable

for compensation.

Article 22 None of the controlling shareholders, actual
controllers, directors, supervisors or senior executives of a
company may damage the interests of the company by taking
advantage of any related-party relationship. Whoever causes
any loss to the company by violating the provisions of the

preceding paragraph shall be liable for compensation.
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Article 23 Where any shareholder of a company evades the
debts by abusing the independent status of juridical person of
the company or the limited liability of shareholders and thus
seriously damages the interests of any creditor of the
company, it shall be jointly and severally liable for the debts
of the company. Where a shareholder commits any of the acts as
mentioned in the preceding paragraph by using two or more
companies under its control, each company shall be jointly and

severally liable for the debts of any company.

In the case of any company with only one shareholder, if the
shareholder is unable to prove that the property of the company
are independent of its own property, it shall be jointly and severally

liable for the debts of the company.

Article 24 The shareholders' meeting, board of directors or
board of supervisors of a company may hold a meeting or
vote by way of electronic communications, unless it is
otherwise prescribed by the articles of association of the

company.

Article 25 Where any resolution of the shareholders' meeting
or board of directors violates any of the laws or administrative

regulations, it shall be invalidated.
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Article 26 Where the procedures for convening a meeting of
the shareholders' meeting or of the board of directors or the
voting method is contrary to any law, administrative
regulation or the articles of association, or the contents of any
resolution are contrary to the articles of association,
shareholders may, within 60 days as of the day when the
resolution is made, request the people's court to cancel the
resolution, except where the procedures for convening a
meeting of the shareholders' meeting or the board of directors
or the voting method only has some minor defects, which
produces no substantial effect on the resolution. Any
shareholder who fails to be notified to attend the shareholders'
meeting may, within 60 days as of the day when it knows or ought
to know that the resolution of the shareholders' meeting is made,
request the people's court to cancel the resolution. If the right of
cancellation is not exercised within one year as of the date when

the resolution is made, it shall be extinguished.

Article 27 Under any of the following circumstances, a
resolution of the shareholders’ meeting or the board of
directors shall be invalid: (I) the resolution fails to be made at

any shareholders' meeting or meeting of the board of directors;

(II) the shareholders' meeting or meeting of the board of directors

fails to vote on the resolution;

(1) the number of persons attending the meeting or the number of
the voting rights held by them does not reach the number as

prescribed by this Law or the articles of association; or

(IV) the number of persons consenting to the resolution or the

number of the voting rights held by them fails to reach the number
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as prescribed by this Law or the articles of association.

Article 28 Where a resolution of the shareholders' meeting or
the board of directors is declared null and void, cancelled or
confirmed to be invalid by the people's court, a company shall
file an application with the company registration authority for
cancelling the registration having been made pursuant to the
said resolution. Where a resolution of the shareholders' meeting
or the board of directors is declared null and void, cancelled or
confirmed to be invalid by the people's court, the civil legal
relationship formed between the company and any bona fide third

party according to the said resolution shall not be affected.

Chapter Il Registration of Companies

Article 29 To establish a company, an applicant shall file an
application with the company registration authority for
registration of incorporation under the law. Where it is
prescribed by any law or administrative regulation that the
establishment of a company shall be submitted for approval, the
approval formalities shall be gone through according to law prior to

the registration of the company.

= 12/118



i N RICFEA AR (2023 511D

BT A B v T4
% ‘f‘% EFIT/E-LX P fh
LIRTELBICHIE . AT EE

FEICAE, RATHIAH KA RN 2 K

L BIEMER

G MBI T 2 8 A& 1%
ERARH, AFEILHLRM Y — IR
P 7 R BN IR AR

FE=t—% HIHRLAA,
AL RE BOLRIER), B
A FCHLR A I N A R TTE R
A BE B IR A R AFFE A
WE LA, AMSEIEAH

PR TTAE 2 ml B Bt A IR 2w

FB=T% AFBIEHIG
t5:
(—) &
(=) fEHT;

(=) HFEMTEA,

() &EVEH;

& Wolters Kluwer BiRISET™ iHE)

Article 30 To apply for establishing a company, an applicant
shall submit an application form for the registration of
establishment, the articles of association and other
documents. The relevant materials submitted shall be
authentic, lawful and valid. If the application materials are
incomplete or do not satisfy the statutory form, the company
registration authority shall inform the applicant once for all of the

materials to be supplemented and corrected.

Article 31 Where an application for establishing a company
satisfies the conditions as prescribed in this Law, the
company shall be registered by the company registration
authority as a limited liability company or joint stock limited
company respectively. Where the application fails to satisfy
the conditions as prescribed in this Law, it shall not be
registered as a limited liability company or joint stock limited

company.

Article 32 The items of company registration shall include: (1)

name;

(1) domicile;

(Il registered capital;

(IV) business scope;

(V) name of the legal representative; and

(V1) names of the shareholders of a limited liability company or of

the promoters of a joint stock limited company.

The company registration authority shall make public the company
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registration items as prescribed in the preceding paragraph
through the National Enterprise Credit Information Publicity
System.

Article 33 The company registration authority shall issue a
business license to a company lawfully established. The date
of issuance of the business license shall be the date of
establishment of the company. The business license shall state
the name, domicile, registered capital, business scope, name of

the legal representative and other items of the company.

The company registration authority may issue an electronic
business license to the company. Both electronic business license

and paper business license shall be equally authentic.

Article 34 Where any of the registered items of a company is
changed, the company shall go through the modification
registration according to law. Failure to make registration or
modification registration of any registered item of a company may

not be asserted against any bona fide third party.
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Article 35 To apply for modification registration, a company
shall submit to the company registration authority a written
application form for modification registration signed by the
legal representative of the company, the resolution or
decision on the modification and other documents as made
according to law. Where the item of modification registration of
the company involves the amendment of its articles of association,

the amended articles of association shall be submitted.

Where the legal representative of a company is changed, the
written application form for modification registration shall be signed

by the legal representative after change.

Article 36 Where any of the items as stated in the business
license of a company is changed, the company registration
authority shall issue a new business license after the

modification registration completed by the company.

Article 37 Where a company needs to be terminated due to
dissolution, being declared bankrupt or any other statutory
cause, it shall apply to the company registration authority for
deregistration, and the company registration authority shall

make a public announcement on its termination.
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Article 38 To establish a branch, a company shall file an
application with the company registration authority for

registration and obtain a business license.

Article 39 Where a company is approved for registration of
establishment by making a false declaration of its registered
capital, submitting false materials or concealing any
important fact by any other fraudulent means, the company
registration authority shall cancel the registration in

accordance with the laws and administrative regulations.

Article 40 A company shall make public the following matters
via the National Enterprise Credit Information Publicity
System as required: (I) the amounts of capital contributions
subscribed for and actually paid by the shareholders of a limited
liability company, and the method and date of capital contributions;
the number of shares subscribed for by the promoters of a joint

stock limited company;

() the information on the change of equity or shares of the
shareholders of a limited liability company or of the promoters of a

joint stock limited company;

(1) the information on approval, modification or deregistration of

administrative licensing; and

(IV) other information prescribed by any law or administrative

regulation.

The company shall ensure that the information released in the

preceding paragraph is authentic, accurate and complete.
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Article 41 The company registration authority shall optimize
the procedures for company registration, enhance the
company registration efficiency, strengthen information
technology development and promote online handling and
other convenient methods so as to raise the level of
facilitation in company registration. The market regulatory
department under the State Council shall, according to the present
Law and the provisions of relevant laws and administrative

regulations, formulate specific measures for company registration.

Chapter lll Establishment and Organizational Structure of a

Limited Liability Company

Section 1 Establishment

Article 42 A limited liability company shall be established with
capital contributions made by not less than one but not more
than 50 shareholders.

Article 43 The shareholders of a limited liability company may
conclude an agreement on establishment so as to specify
their respective rights and obligations during the process of

company establishment.
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Article 44 Where the shareholders of a limited liability
company engage in the civil activities for establishing the
company, the legal consequences therefrom shall be
undertaken by the company. If the company fails to be
established, the legal consequences incurred shall be undertaken
by the shareholders at the time of the establishment of the
company. If there are two or more shareholders at the time of the
establishment, they shall enjoy the claims and assume the debts

jointly and severally.

If a shareholder at the time of the establishment of the company
engages in the civil activities in its own name for the purpose of

establishing the company, the third party has the right to request
the company or such shareholder to assume the civil liability

incurred.

Where a shareholder at the time of the establishment of a
company causes any damage to any other person due to fulfilling
the duties for the establishment of the company, the company or
the shareholder who is not at fault may, after making
compensations, claim the compensation from the shareholder who

is at fault.

Article 45 To establish a limited liability company, the
shareholders shall jointly formulate the articles of

association.

Article 46 The articles of association of a limited liability
company shall state the following matters: (I) name and

domicile of the company;
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(II) business scope of the company;

() registered capital of the company;

(IV) name or title of the shareholders;

(V) amount, method and date of capital contributions made by the

shareholders;

(V1) organizations of the company and their formation, functions

and rules of procedure;

(VII) method of appointment and alteration of the legal

representative of the company; and

(VIII) other matters to be specified by the shareholders' meeting.

The shareholders shall affix their signatures or seals on the articles

of association of the company.

Article 47 The registered capital of a limited liability company
shall be the amount of capital contributions subscribed for by
all the shareholders as registered with the company
registration authority. The amount of capital contributions
subscribed for by all the shareholders shall, according to the
articles of association, be fully paid up by the shareholders
within 5 years as of the date of establishment. Where it is
otherwise provided for in any law, administrative regulation or

decision of the State Council on the actual payment of registered
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capital, the minimum amount of registered capital and the time limit
for capital contributions by shareholders of a limited liability

company, such provisions shall prevail.

Article 48 A shareholder may make capital contributions in
currency, or in kind, intellectual property, land use right, stock
rights, creditor’s rights or other non-monetary property that
may be assessed in currency and transferred according to
law, except the property that may not be used as capital
contributions according to any law or administrative
regulation. The non-monetary property as capital contributions
shall be assessed and verified, which may not be overvalued or
undervalued. If there are provisions on the assessment of value in

any law or administrative regulation, such provisions shall prevail.

Article 49 Shareholders shall make their respective capital
contributions subscribed for in the articles of association on
time and in full amount. If a shareholder makes its capital
contributions in currencyi, it shall deposit the full amount of
monetary capital contributions into a bank account opened by the
limited liability company. If the capital contributions are made in
non-monetary property, the procedures for the transfer of the

property rights therein shall be gone through according to law.

If a shareholder fails to make its capital contributions on schedule
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. . and in full amount, it shall, apart from making full amount capital
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contributions to the company, be liable for compensation for the

F4, losses it causes to the company.
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.. Article 50 Where any shareholder fails to make actual capital
BH+% AWIEATRY y P
contributions according to the provisions of the articles of
W, AR AKRIEEA R =M E LR  association, or the actual value of non-monetary property for
e actual capital contributions is obviously lower than the
SOV, K SR H G A B T P y
amount of capital contributions subscribed for at the time of
T 7= R SE PR 8 AR T T IA 4 establishment of a limited liability company, other
s . ... shareholders at the time of the establishment shall bear joint
P, B AR :

and several liability with such shareholder to the extent of the
JBEARAE BN R IYE Y ZK$HE WS insufficient capital contributions.

. Article 51 After a limited liability company is established, the
BHE+—% HWFLAAR _ STy company s et

board of directors shall verify the capital contributions of
SLJE, EHRSN UMK AR TS shareholders. If it finds that any shareholder has not made
B . . .. capital contributions on schedule and in full amount as
BT R, RIURARASEE _ _ e

provided for in the articles of association, the company shall
WA R EREFEM TR, N send a written notice of call to the shareholder to call up
. . N R} capital contributions. \Where any loss is caused to the compan
2 R R B, _ reany 0 pany

due to failure to fulfill the obligations as prescribed in the preceding
(TN paragraph in a timely manner, the responsible director shall make

compensation.
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& Wolters Kluwer ERIsET™ HEEEE 21/118



i N RICFEA AR (2023 511D

BRTZF BRARKREEAA
BEREAUE R R B s R, &
) K IR AT 2% 26 — R R s
SUTIEZR I BT, AT LABR B AN
TR SRR B A R K
HhzHkE, AMFLTANTH. &
PRI Jem o, RO R B AT H B8 5%
(1, w2 AT PAA iz
R RBGESD, 85182 DA TH
B k. BEMKEZHE, %

B 2R e R R G0 R AR BEAL

R R RN RE 7 2% 1R JB AR L 24
WRIEFAL, B A R B A
FHERIZB N H W RF LS
BV, 2w AR

H 5% LA A2 B AR S Y B

P AR R AW, M4 H
HRRPGBEMZ HE=1tHA, [[

PNEFA Tt SN

BRT=% AFKOLE, K
IRANG 1 1 B

SRR E 1, IR R 2R

b BN TR AN ARSI B A RS

& Wolters Kluwer BiRISET™ iHE)

Article 52 Where any shareholder fails to make capital
contributions on the date of capital contribution as provided
for in the articles of association, and a company issues a
written notice of call for capital contribution according to the
first paragraph of the preceding Article, it may specify the
grace period for the capital contribution, which shall be not
less than 60 days as of the issuance of the notice of call. If,
upon the expiration of the grace period, the shareholder still
has not fulfilled the obligation of capital contribution, the
company may, upon a resolution of the board of directors,
send a notice of forfeiture to the shareholder, and the notice
shall be given in written form. As of the issuance of the
notice, the shareholder shall forfeit its the equities for which
the capital contribution has not been paid. The forfeited
equities in accordance with the provisions of the preceding
paragraph shall be transferred according to law, or the registered
capital thereof shall be reduced, and the equities shall be written
off. If the equities are not transferred or written off within 6 months,
other shareholders of the company shall make corresponding
capital contributions in full amount in proportion to their capital
contributions.

If the shareholder has any dissent to the forfeiture of rights, it shall
file a lawsuit with the people's court within 30 days as of the receipt

of the notice of forfeiture.

Article 53 After a company has been established, none of the
shareholders may illicitly withdraw the capital

contributions. In the case of violation of the provisions of the
preceding paragraph, the shareholder shall return the capital
contributions withdrawn. If it causes any loss to the company, the

responsible directors, supervisors and senior executives shall bear
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the joint and several liability with the shareholder.

Article 54 Where a company is unable to pay off the due
debts, the company or the creditors of the due credits may
request the shareholders who have subscribed for the capital
contributions but whose time limit for capital contributions

has not expired to make capital contributions in advance.

Article 55 After a limited liability company is established, it
shall issue to the shareholders a capital contribution
certificate, which shall state the following matters: (I) name of

the company;

(1) date of establishment of the company;

(1) registered capital of the company;

(IV) name of the shareholder, amount of capital contributions
subscribed for and actually paid, method and date of capital

contributions; and

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

certificate.

The capital contribution certificate shall bear the signature of the

legal representative and the seal of the company.
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BEAAK IR LA TR Article 56 A limited liability company shall prepare a register

of shareholders, which shall state the following matters: (1)
HESR AR, LB TFIED:  name and domicile of each shareholder;

. I1) amount of capital contributions subscribed for and actually paid
() AR E R ) P yP

by shareholders, the form and date of capital contributions;

ERT;

(1) serial number of the capital contribution certificate; and

(=) PR GHOR SE) Y 5%

(IV) date for obtaining or losing the shareholder's qualifications.
W BTy OB B 3

The shareholders recorded in the register of shareholders may, in
light of the register of shareholders, claim to exercise the

e 7R p = R=N
(=) HBHIEA % 5 shareholders' rights.

(DY) HAS AN 25 BB 2R B3 4% 10

H#.

W T RARBM I A, AL
2R 44 M 2 5RAT BB AR A

EEAE&  WAE R Article 57 Shareholders are entitled to consult and copy the
articles of association, register of shareholders, minutes of
BHIAFER, KRN, K42 shareholders’ meetings, resolutions of meetings of the board
AR, ERA AL, W of directors or board of supervisors, as well as financial and
accounting reports of a company. The shareholders may
BRI 55 22 iH iR . request to consult the accounting books and accounting vouchers
of the company. Where a shareholder requests to access the
it 7 T DT R 2 ) A ] 2 T accounting books or accounting vouchers of the company, it shall
make a written request and state the purposes therefor. If the
2RI, BORZRE A company, with justifiable reasons, considers that the shareholder's
S . SRR, R4 A request to consult the accounting books or accounting vouchers
has any improper purpose and may damage the lawful rights and
Al TR, B EE. 2 interests of the company, it may reject the request of the
152 FARHE DA I 75 2 D 2 Tk shareholder, and shall, within 15 days as of the day when the
shareholder makes the written request, give the shareholder a

. 2 RIEAAESHE, W

written reply and state the reasons therefor. If the company refuses
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to provide access, the shareholder may bring a lawsuit to a
RE AT GERIGE, TSR yprng

people's court.
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To consult the materials as mentioned in the preceding paragraph,

R2Z HE AT H A A& 2 BRI

a shareholder may entrust such intermediaries as an accounting

VI, A EdE4aiRat A,  firmor law firm to do so.

J5 2R AT AT N RV e S B R i When the shareholder and the accounting firm, law firm or other
intermediaries entrusted thereby consult or copy the relevant
T 42 25 B BT 2 i A, | materials, they shall comply with the laws and administrative
regulations on protecting state secrets, trade secrets, personal

DARAT & HIm g 55 fr . A S 55 B

privacy, personal information, etc.

HEHRA T -

Where a shareholder requests to consult or copy the relevant

materials of the wholly-owned subsidiaries of the company, the

WA R T ATHY 2 ot 58 5 provisions of the preceding 4 paragraphs shall apply.
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Section 2 Organizational Structure

BN HEWW

BEANE GRS LA TR Article 58 The shareholders' meeting of a limited liability

company shall consist of all the shareholders. The
REHEERBRARN. KAR2=22 shareholders’ meeting is the authority of the company, which
shall exercise its functions and powers according to this

A AL IR, MR IR AS VR AT A HR

Law.
Blo
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Article 59 The shareholders' meeting shall exercise the
following functions and powers: (l) electing and replacing

directors and supervisors and deciding on their remunerations;

() deliberating on and approving the reports of the board of

directors;

(1) deliberating on and approving the reports of the board of

supervisors;

(IV) deliberating on and approving the plans for profit distribution

and making up losses of the company;

(V) making resolutions on the increase or decrease of the

registered capital of the company;

(V1) making resolutions on the issuance of corporate bonds;

(VIl) making resolutions on the merger, split-up, dissolution,

liquidation or change of corporate form of the company;

(VIIl) amending the articles of association; and

(IX) other functions and powers as prescribed in the articles of

association.

The shareholders' meeting may authorize the board of directors to

make resolutions on the issuance of corporate bonds.

If the shareholders unanimously agree in writing to the matters as
set forth in the first paragraph of this Article, they may directly
make a decision without convening the shareholders' meeting, and
all the shareholders shall affix their signatures or seals to the

decision documents.
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Article 60 A limited liability company with only one
shareholder may not set up the shareholders’ meeting. When
the shareholder makes a decision on any of the matters as
specified in the first paragraph of the preceding Article, such
decision shall be made in written form and kept in the
company after being affixed with the signature or seal of the
shareholder.

Article 61 The shareholder who has made the largest capital
contribution shall convene and preside over the first
shareholders' meeting and exercise its functions and powers

according to this Law.

Article 62 The shareholders' meetings are classified into
regular meetings and interim meetings. The regular meetings
shall be held on time according to the provisions of the articles of
association. Where it is proposed by the shareholders representing
one tenth or more of the voting rights, or by one third or more of
the directors, or by the board of supervisors, an interim meeting
shall be held.
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Article 63 The shareholders' meeting shall be convened by the
board of directors and presided over by the chairman of the
board of directors. If the chairman of the board is unable or
fails to perform his/her duties, the meeting shall be presided
over by the deputy chairman. If the deputy chairman is unable
or fails to perform his/her duties, the meeting shall be
presided over by a director jointly elected by more than half of
the directors. If the board of directors is unable or fails to perform
the duty of convening the shareholders' meeting, the meeting shall
be convened and presided over by the board of supervisors. If the
board of supervisors does not convene or preside over such a
meeting, the shareholders representing one tenth or more of the
voting rights may convene and preside over such a meeting by

themselves.

Article 64 When a shareholders' meeting is to be held, all the
shareholders shall be notified 15 days before the meeting is
held, unless it is otherwise prescribed by the articles of
association or otherwise agreed by all the shareholders. The
shareholders' meeting shall prepare meeting minutes for the
decisions on the matters discussed. The shareholders present at
the meeting shall affix their signatures or seals to the meeting

minutes.

Article 65 Shareholders shall exercise their voting rights at
the shareholders' meeting in proportion to their capital
contributions, unless it is otherwise prescribed by the articles

of association.
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Article 66 The discussion methods and voting procedures of
the shareholders' meeting shall be prescribed in the articles
of association, unless it is otherwise provided for by this
Law. A resolution made by the shareholders' meeting shall be
adopted by the shareholders representing more than half of the
voting rights.

A resolution made by the shareholders' meeting on modifying the
articles of association, increasing or decreasing the registered
capital, as well as merger, division, dissolution or change of
corporate form of the company shall be adopted by the

shareholders representing two thirds or more of the voting rights.

Article 67 A limited liability company shall set up a board of
directors, unless it is otherwise provided for in Article 75
hereof. The board of directors shall exercise the following

functions and powers:

(I) convening the shareholders' meeting and reporting its work to

the shareholders' meeting;

(1) executing the resolutions of the shareholders' meeting;

(1) deciding the business plans and investment scheme of the

company;

(IV) formulating the plans for profit distribution and making up for

loss of the company;

(V) formulating the plan for increasing or decreasing the registered

capital, as well as the plan for issuance of corporate bonds;

(V1) formulating the plan for merger, division, dissolution, or
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change of corporate form of the company;
ERIA TR R o P bany

(VII) deciding the establishment of the internal management body
(F) T A "GN jk/>  of the company;
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(V1) deciding the appointment or dismissal of the manager of the
£ company and the remuneration thereof, and, according to the
nomination of the manager, deciding on hiring or dismissing deputy
managers and financial director of the company as well as their

) BT AR A 43, _
remuneration;

B AR S A A A5 %5

(IX) formulating the basic management rules of the company; and

(B) wREAE A ERE B

(X) other functions and powers specified in the articles of

M S, association or granted by the shareholders' meeting.

Any restrictions on the functions and powers of the board of

{ L] ml /N [=] q q 0 0
O\ R BHAE S RIS 22 ] directors set out in the articles of association may not be asserted
25y HAR ST, JEARdE & g against any bona fide third party.
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Article 68 If the board of directors of a limited liability

company has three or more members, it may include an

FATNFK ARIEAHE

HEWOUN =AU L, H 1A employees' representative of the company. Where a limited

liability company has 300 or more employees, the board of
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directors shall include the employees’ representatives of the

AT AR R . T AR ployees rep
company unless the board of supervisors has been

NULERIARTHMEAH], FRiKi%LE  established and includes employees' representatives of the

company according to law. The employees' representatives in

b
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the board of directors shall be democratically elected by the

HHESER PN UA AA I T employees through the employees' representative congress,
- employees' congress or by other means. The board of directors

o HEFHSHER T AR A A B . .
shall have one chairman and may have deputy chairmen. The
TR TARE KRS, BT K2:80  measures for election of the chairman and deputy chairmen shall

be prescribed in the articles of association.
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. Article 69 A limited liability company may, under the articles
AL HRFEADT "5 y company may

of association, set up an audit committee composed of
Dl A F HREP I EEE FESH  directors in the board of directors, which shall exercise the
. TR . . functions and powers of the board of supervisors as
BB HAL B RS, fF _ pe _ perviser

prescribed by this Law, with no board of supervisors or
AR E IR FE SRR, A% supervisors established. Employees' representatives who

serve as members of the board of directors may become

s

HEHESE R, AFHEFINA

:

members of the audit committee.
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=
pit

. . Article 70 The term of office of directors shall be prescribed in
BE+g HREMHA TS _ o
the articles of association, but each term shall not exceed
ERE, B4 EeRASET = three years. After the term of office of a director expires,
. N ... helshe may be reelected to serve another term. Where a
L IR R, EETLE Y _ e ,
director is not reelected timely upon expiration of the term of office,
1. or the resignation of any director during his/her term of office
results in the number of members of the board of directors being
o AT i R B e, R less than the quorum, the original director shall, before a newly

elected director takes office, perform his/her duties as a director
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according to the laws, administrative regulations and the articles of

association.

Where a director resigns, he/she shall notify the company in
written form, and the resignation shall become effective on the day
when the company receives the notice. However, under any of the
circumstances as mentioned in the preceding paragraph, the

director shall continue performing his/her duties.

Article 71 The shareholders' meeting may adopt a resolution
to remove a director, and the removal shall become effective
on the day when the resolution is made. Where a director is
removed prior to the expiration of term of office without any
justifiable reason, the director may require the company to make

compensation.

Article 72 The meetings of the board of directors shall be
convened and presided over by the chairman of the board of
directors. Where the chairman is unable or fails to perform
his/her duties, the meeting shall be convened and presided
over by the deputy chairman. Where the deputy chairman is
unable or fails to perform his/her duties, the meeting shall be
convened and presided over by a director jointly elected by

more than half of the directors.

Article 73 The discussion methods and voting procedures of

the board of directors shall be prescribed in the articles of
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association unless it is otherwise provided for by this Law. No
meeting of the board of directors may be held unless more than
half of the directors are present. When the board of directors
makes a resolution, it shall require the affirmative votes of more

than half of all the directors.

For the voting on a resolution of the board of directors, each

director shall have one vote.

The board of directors shall prepare minutes regarding the
decisions on the matters discussed at the meeting, which shall be

affixed with the signatures of the directors present at the meeting.

Article 74 A limited liability company may have a manager,
who shall be appointed or removed by the board of
directors. The manager shall be responsible to the board of
directors and exercise his/her functions and powers according to
the articles of association or the authorization of the board of
directors. The manager shall attend the meetings of the board of

directors as a non-voting member.

Article 75 A limited liability company with a relatively small
scale or a relatively small number of shareholders may
dispense with the board of directors and may have one
director to exercise the functions and powers of the board as
prescribed by this Law. The director may concurrently hold

the post of the manager of the company.
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Article 76 A limited liability company shall have a board of
supervisors, unless it is otherwise provided for in Articles 69
and 83 hereof. There are three or more members in the board of
supervisors. The members of the board of supervisors shall
include shareholders' representatives and an appropriate
proportion of employees' representatives, and the proportion of the
employees' representatives shall be no less than one third of the
total number of the members, the specific proportion of which shall
be provided for in the articles of association. The employees'
representatives in the board of supervisors shall be democratically
elected by the employees through the employees' representative

congress, the employees' congress or by other means.

The board of supervisors shall have one chairman, who shall be
elected by more than half of all the supervisors. The chairman of
the board of supervisors shall convene and preside over the
meetings of the board of supervisors. If the chairman of the board
of supervisors is unable or fails to implement his/her duties, the
meeting of the board of supervisors shall be convened and
presided over by a supervisor jointly elected by more than half of

the supervisors.

Any director or senior executive shall not concurrently act as a

supervisor.

Article 77 The term of office of a supervisor shall be three
years. Upon expiration of term of office, a supervisor may
serve consecutive terms if reelected. If a supervisor fails to be
reelected timely upon expiration of the term of office, or the
resignation of a supervisor during term of office results in the

number of the members of the board of supervisors being less
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than the quorum, the original supervisor shall, before a newly
elected supervisor takes office, continue to exercise the duties of
the supervisor according to the law, administrative regulations and

the articles of association.

Article 78 The board of supervisors shall exercise the
following functions and powers: (l) examining the financial

affairs of the company;

() supervising the acts of the directors and senior executives in
the performance of their duties, and proposing the removal of the
directors and senior executives who have violated laws,
administrative regulations, the articles of association or the

resolutions of the shareholders' meeting;

(1) requiring the directors and senior executives to correct their

acts if such acts damage the interests of the company;

(IV) proposing to convene interim shareholders' meetings, and
convening and presiding over the shareholders' meeting when the
board of directors fails to implement the duties to convene and

preside over the shareholders' meeting as prescribed in this Law;

(V) presenting proposals to the shareholders' meetings;

(V1) initiating lawsuits against the directors and senior executives

according to Article 189 hereof; and

(VII) other functions and powers provided for in the articles of
association.
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finds any abnormality in the operation of the company, it may carry
out an investigation. If necessary, it may hire an accounting firm to
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or senior executives to submit reports on the performance of
=, MPEHEN LR HATINS N their duties. The directors and senior executives shall truthfully
s provide relevant information and materials to the board of
= o

supervisors, none of them may impede the exercise of powers by

the board of supervisors or supervisors.
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S\ b— & AR Article 81 The meeting of the board of supervisors shall be

held at least once a year. The supervisors may propose to
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discussion methods and voting procedures of the board of
supervisors shall be specified in the articles of association, unless

it is otherwise provided for by this Law.

The resolution of the board of supervisors shall be adopted by

more than half of all the supervisors.

For the voting on a resolution of the board of supervisors, each

supervisor shall have one vote.

The board of supervisors shall prepare minutes for the decisions
regarding the matters discussed, which shall be signed by the

supervisors present at the meeting.

Article 82 The expenses necessary for the board of
supervisors to exercise its functions and powers shall be

borne by the company.

Article 83 A limited liability company with a small scale or a
relatively small number of shareholders may dispense with
the board of supervisors and have a supervisor, who shall
exercise the functions and powers of the board of supervisors
as provided for in this Law; or it may dispense with the
supervisor upon the unanimous approval by all of the

shareholders.

Chapter IV Transfer of Equities of a Limited Liability Company

Article 84 Shareholders of a limited liability company may
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transfer all or part of their equities to other shareholders of
the company. Where a shareholder transfers its equities to a
person who is not a shareholder of the company, it shall notify
other shareholders in writing of the quantity of equities to be
transferred, transfer price, payment method and the term of the
transfer. The other shareholders shall have a right of first refusal
under the equivalent conditions. Where any shareholder fails to
respond within thirty days after the receipt of the written notice, it
shall be deemed to have waived the right of first refusal. If two or
more shareholders exercise the right of first refusal, they shall
determine the purchase percentage through negotiation. If no
agreement is reached upon negotiation, they shall exercise the
right of first refusal in proportion to their respective capital

contributions at the time of equity transfer.

If the equity transfer is otherwise provided for in the articles of

association, such provisions shall prevail.

Article 85 Where a people's court transfers the equities held
by a shareholder under the enforcement procedures provided
for in laws, it shall notify the company and all the
shareholders, and the other shareholders shall enjoy the right
of first refusal under the equivalent conditions. Where any of
the other shareholders fails to exercise the right of first
refusal within 20 days after the receipt of the notice of the
people's court, it shall be deemed to have waived the right of

first refusal.

Article 86 Where a shareholder transfers its equities, it shall
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notify the company in written form and request to modify the
register of shareholders; if it is necessary to go through the
modification registration formalities, it shall request the
company to go through the modification registration
formalities with the company registration authority. If the
company refuses to do so or fails to give a reply within a
reasonable time limit, the transferor and the transferee may
lodge a lawsuit with the people's court according to

law. Where any equity is transferred, the transferee may claim to
the company for exercising the shareholder's rights as of the time

when it is recorded into the register of shareholders.

Article 87 After the equity transfer according to the present
Law, a company shall timely deregister the capital
contribution certificate of the original shareholder, issue a
capital contribution certificate to the new shareholder and
modify the records of relevant shareholders and their capital
contributions in the articles of association and the register of
shareholders accordingly. No vote of the shareholders'
meeting is needed for such modification of the articles of

association.

Article 88 Where a shareholder transfers the equities for
which capital contributions have been subscribed for but the
time limit for capital contribution has not expired, the
transferee shall bear the obligation of making such capital
contribution. If the transferee fails to make a capital
contribution on time and in full amount, the transferor shall
bear the supplementary liability for the overdue capital
contribution of the transferee. If a shareholder, who fails to
make capital contribution on the date of capital contribution as
prescribed in the articles of association, or whose actual value of

the non-monetary property used as capital contribution is clearly
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lower than the amount of capital contribution subscribed for,
transfers its equities, the transferor and transferee shall bear joint
and several liability to the extent of the insufficient capital
contribution. If the transferee is not aware and ought not to know
about the existence of the aforesaid circumstances, the

corresponding liability shall be assumed by the transferor.

Article 89 Under any of the following circumstances, a
shareholder, who votes against the resolution of the
shareholders' meeting, may require the company to purchase
its equities at a reasonable price: (I) the company has not
distributed any profit to the shareholders for five consecutive years,
though the company has made profits for five consecutive years
and meets the profit distribution requirements as prescribed in this

Law;

(II) the company is merged, split-up or transfers the main property;

or

(1) the term of business operation as prescribed in the articles of
association expires or any other cause for dissolution as
prescribed in the articles of association occurs, or the
shareholders' meeting makes the company continue existing by

adopting a resolution to modify the articles of association.

Where the shareholder and the company fail to reach an
agreement on the purchase of equities within 60 days after the
resolution is made by the shareholders' meeting, such shareholder
may lodge a lawsuit to the people's court within 90 days after the

resolution is made by the shareholders' meeting.

Where any controlling shareholder of the company abuses its
shareholder's right and seriously damages the interests of the

company or other shareholders, other shareholders have the right

= 40/118



i N RICFEA AR (2023 511D

H W, RS 2 m AN REIE BRI
VB L, A AT DL E AR 2 Hil
TR 2 HE L+ H W A N RIEBE 5
VR .

NENNE i i g R N R
A, R W) B H AR A
i Y, A AR AT A SR 2w 4%
AR RSO LB .

NAERAZEE K =M
SE MBSO A 24 =B, B2

FEND H WRIER AL BB T4

BhT+% BARAANREIT
Ja, HATERA AT PLgk A B AR %7
¥ HE, AFERSEME N

b

BhE BROARAFKRAL

MARNH
SB— WAL
Bh+—% WIRBARL

|, AT DURHUR 2 S 8 S AR

RALPI W

& Wolters Kluwer FiRlseT> sH2EEa,

to require the company to purchase their equities at a reasonable

price.

The equities purchased by the company under any of the
circumstances as mentioned in the first or third paragraph of this

Article shall be legally transferred or deregistered within 6 months.

Article 90 After a natural person shareholder dies, his/her
lawful inheritor may inherit the qualification of the
shareholder, unless it is otherwise provided for in the articles

of association.

Chapter V Establishment and Organizational Structure of a

Joint Stock Limited Company

Section 1 Establishment

Article 91 A joint stock limited company may be established
by means of promotion or stock floatation. The term
"establishment by means of promotion™ means that the promoters
establish a company by subscribing for all the shares that shall be

issued at the time of establishment.
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The term "establishment by means of stock floatation" means that
the promoters establish a company by subscribing for some of the
shares that shall be issued at the time of establishment and
offering the remaining shares to specific objects or to the general

public.

Article 92 To establish a joint stock limited company, there
shall be not less than 1 but not more than 200 promoters,
more than half of whom shall have their domiciles within the

territory of the People's Republic of China.

Article 93 Promoters of a joint stock limited company shall
undertake the preparatory matters of the company. The
promoters shall conclude an agreement of promoters so as to
specify their respective rights and obligations during the process of

establishing the company.

Article 94 To establish a joint stock limited company,

promoters shall jointly draft the articles of association.

Article 95 The articles of association of a joint stock limited

company shall state the following matters: (I) name and
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domicile of the company;

(II) business scope of the company;

(111) method of establishment;

(IV) registered capital, the number of issued shares and the
number of issued shares at the time of establishment of the

company, and the amount per share of par value share;

(V) number of shares of each classified share and the rights and

obligations if classified shares are issued;

(V) names of the promoters, the number of shares subscribed for,

and the form of capital contributions;

(VIl) composition, powers and rules of procedure of the board of

directors;

(VII) method for the appointment and alteration of the legal

representative of the company;

(IX) composition, powers and rules of procedure of the board of

supervisors;

(X) method for the profit distribution of the company;

(XI) causes of dissolution of the company and liquidation method;

(XI1) methods for notices or public announcements of the

company; and

(XI11) other matters that the shareholders' meeting believes

necessary to be specified.
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Article 96 The registered capital of a joint stock limited
company shall be the total share capital of the issued shares
as registered with the company registration authority. Before
the capital for the shares subscribed for by the promoters are
paid in full, the company may not offer any share to

others. Where there is any provision on the minimum amount of
the registered capital of a joint stock limited company in any law,
administrative regulation or decision of the State Council, such

provision shall prevail.

Article 97 Where a joint stock limited company is to be
established by means of promotion, promoters shall fully
subscribe for the shares that shall be issued at the time of the
establishment of the company as provided for in the articles
of association. If a joint stock limited company is to be
established by means of stock floatation, the promoters shall
subscribed for not less than 35% of the total shares that shall be
issued at the time of the establishment of the company as provided
for in the articles of association; however, where laws and
administrative regulations provide otherwise, such provisions shall

prevail.
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Article 98 Promoters shall make full payment for the shares
they have subscribed for prior to the establishment of a
company. The capital contributions by promoters shall be
governed by the provisions of Article 48 and paragraph 2 of Article
49 hereof on the capital contributions by the shareholders of a

limited liability company.

Article 99 Where any promoter fails to make payment for the
shares subscribed for, or the actual value of the non-
monetary property used as capital contributions is obviously
lower than the shares subscribed for, other promoters shall
bear several and joint liability with such promoter to the

extent of the insufficient capital contributions.

Article 100 In making a public offering of shares, promoters
shall publish the prospectus and prepare a subscription
warrant. The subscription warrant shall state the items
specified in paragraph 2 and paragraph 3 of Article 154
hereof, and the subscriber shall fill in the number of shares
subscribed for, amount and domicile and affix his/her
signature or seal to the subscription warrant. The subscriber

shall make full payment for the shares subscribed for.

Article 101 After the share capital for a public offering has

been paid in full, the capital verification shall be conducted by
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a lawfully established capital verification agency, which shall

issue a certification.

Article 102 A joint stock limited company shall make a register
of shareholders and keep it in the company. The register of
shareholders shall contain the following items: (1) name and

domicile of each shareholder;

() class and number of shares subscribed for by each

shareholder;

(1) serial number of shares if the shares are issued in paper form;
and

(IV) date for each shareholder to obtain shares.

Article 103 Promoters of a joint stock limited company
established by means of stock floatation shall, within 30 days
after full payment has been made for the shares to be issued
at the time of establishment, hold an establishment meeting of
the company. The promoters shall notify each subscriber of
the date of the meeting or make a public announcement 15
days before the meeting is held. The establishment meeting
may not be held unless the subscribers who hold more than
half of the voting rights attend the meeting. Where a joint stock
limited company is established by means of promotion, the
convening and voting procedures for the establishment meeting
shall be prescribed by the articles of association of the company or

the agreement of the promoters.
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Article 104 The establishment meeting of a company shall
exercise the following functions and powers: (l) deliberating on
the report on the preparations for establishment of the company by

promoters;

(I1) adopting the articles of association;

() electing directors and supervisors;

(IV) reviewing the expenses for the establishment of the company;

(V) reviewing the valuations of the non-monetary property

contributed by the promoters; and

(V1) where any force majeure or any major change of business
conditions directly affects the establishment of the company, the

resolution of not establishing the company may be made.

The resolutions made at the establishment meeting about the
matters as mentioned in the preceding paragraph shall be adopted
by the subscribers present at the meeting who represent more

than half of the voting rights.
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Article 105 Where the shares to be issued have not been fully
subscribed for at the time of the establishment of a company,
or the promoters fail to hold an establishment meeting within
30 days after the full payment has been made for the shares to
be issued, subscribers may claim against the promoters for
refund of the payment for shares plus the interest on the bank
deposits for the same term. The promoters and subscribers may
not withdraw their share capital after they have made payment for
the shares or delivered non-monetary property as capital
contributions, except that the shares have not been fully
subscribed for within the time limit, the promoters fail to hold the
establishment meeting on schedule, or the establishment meeting

decides not to establish the company.

Article 106 The board of directors shall, within 30 days after
the end of the establishment meeting of a company, authorize
a representative to file an application for registration of

establishment with the company registration authority.

Article 107 The provisions of Article 44, Paragraph 3 of Article
49, Articles 51 through 53 hereof shall apply to joint stock

limited companies.

Article 108 Where a limited liability company is changed into a
joint stock limited company, the total amount of the paid-in
capital converted shall not be more than the net assets of the
company. Where a limited liability company is changed into a
joint stock limited company and makes a public offering of

shares for increasing its registered capital, it shall do so
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according to law.

Article 109 A joint stock limited company shall preserve the
articles of association, register of shareholders, minutes of
shareholders' meetings, minutes of meetings of the board of
directors and of the board of supervisors, financial and
accounting reports and register of bondholders in the

company.

Article 110 Shareholders are entitled to consult or copy the
articles of association, register of shareholders, minutes of
shareholders' meetings, resolutions of meetings of the board
of directors and of the board of supervisors and financial and
accounting reports and may bring forward suggestions or
raise inquiries about the business operation of the

company. Where the shareholders who separately or aggregately
hold 3% or more of the company's shares for 180 consecutive
days or more request to consult the accounting books or
accounting vouchers of the company, the provisions of Paragraphs
2 through 4 of Article 57 hereof shall apply. Where the articles of
association prescribe a relatively lower proportion of shareholding,

such provisions shall prevail.

Where the shareholders request to consult or copy the relevant
materials of a wholly-owned subsidiary of the company, the

provisions of the preceding two paragraphs shall apply.

When consulting or copying the relevant materials, shareholders of
a listed company shall comply with the Securities Law of the
People's Republic of China and other laws and administrative

regulations.
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Section 2 Shareholders' Meeting

Article 111 The shareholders' meeting of a joint stock limited
company shall consist of all the shareholders. The
shareholders' meeting is the authority of the company, which
shall exercise its functions and powers according to this

Law.

Article 112 The provisions of Paragraphs 1 and 2 of Article 59
hereof on the functions and powers of the shareholders’
meeting of a limited liability company shall apply to the
shareholders' meeting of a joint stock limited company. The
provision in Article 60 hereof that a limited liability company with
only one shareholder may not establish a shareholders' meeting

shall apply to a joint stock limited company with sole shareholder.

Article 113 An annual shareholders’' meeting shall be held
every year. If any of the following circumstances occurs, an
interim shareholders' meeting shall be held within two
months: (1) where the number of directors is less than two thirds of
the number as provided for by this Law or the articles of

association;

(II) where the unrecovered losses of the company reach one third

B 50/118



i N RICFEA AR (2023 511D

s - ey of the total capital stock;
N A w mRE T N =70
=~ — It (Ill) where the shareholders who separately or aggregately hold
10% or more of the company's shares so request;

— ) INF] ok Bk i = 40k B
(=) A ARG i (IV) where the board of directors deems it necessary;

KIS = 5 2 — I
(V) where the board of supervisors so proposes; or

(=) BMEFH G A5 (V1) other circumstances as provided for in the articles of

association.

732 BA BB BB AR TR SR 5

() EHRZ WAL ER;

(1) BWHFHRWATTH;

() 2 F EREAUE ) H AR
o

WF P& oSy Article 114 The shareholders' meeting shall be convened by
—H™ R WRE=L

the board of directors and presided over by the chairman of
HEHFRSHASE, EHKER; EFH the board of directors. If the chairman is unable or fails to

_ . L erform his/her duties, the meeting shall be presided over b
KRBTSR H A EFRS © g P Y

the deputy chairman. If the deputy chairman is unable or fails
1), HAEEFEKER; AEFKA to perform his/her duties, the meeting shall be presided over

G T AT IR S m R AT IS 1 H by a director jointly elected by more than half of the
directors. If the board of directors is unable or fails to perform the
e EE L F R — 2 EFHE duties of convening the shareholders' meeting, the board of
. supervisors shall timely convene and preside over the meeting. If
the board of supervisors fails to convene and preside over the
meeting, shareholders who separately or aggregately hold 10% or
HR R AR AT R A AT A more of the shares of the company for 90 or more consecutive

B RSN, WA R Y days may convene and preside over the meeting by themselves.

LIg

KBt AEMER; WMHESAHER  |If the shareholders who separately or aggregately hold 10% or
. . more of the shares of the company request to convene an interim
ERFH, ST AL E e bany e

shareholders' meeting, the board of directors and the board of

& Wolters Kluwer ERIsET™ HEEEE 51/118



i N RICFEA AR (2023 511D

EURE AT 2 U R R G

R LB AT HEM LR

BECE SR AR A2
- DL B PR B 2R 33 SR A3 T W B A
RemWH), EHx. MEXNE
RN R R 2 B+ H R 2 S
HIFI I AR 2 = W ke, 4
T 2R

F-E—TIH% HIRAEZ
U NS WA TT I E]
RATE T 2 WA =+ H
B A AR s i I B 2R 2 2 UM
£ i PV ) e i = 11 PSR

Ko

BAMEE SR AR A Z
— UL BB IR, ATRAMER AR &
UATE+ H AT e 3 58 5 45
[0/ a: o el i e VAR S
B SCERT B AR R, EHH 2N
BLENCE PR 55 = H Pyl an HAh i
Ry FERE LRI R R IR =
W E I I S0 J i AT B

MEE AR ERAME, BEANE

& Wolters Kluwer FiRlseT> sH2EEa,

supervisors shall, within 10 days after the receipt of such request,
decide whether to hold an interim shareholders' meeting and reply

to the shareholders in writing.

Article 115 The time and place of the meeting and the matters
to be deliberated shall be notified to each shareholder 20 days
before a shareholders' meeting is held. For an interim
shareholders' meeting, a notice shall be served 15 days in
advance. The shareholders who separately or aggregately hold
1% or more of the shares of the company may, 10 days before a
shareholders' meeting is held, submit an interim proposal in writing
to the board of directors. The interim proposal shall contain a clear
topic for discussion and specific matters for resolution. The board
of directors shall, within 2 days after it receives such a proposal,
notify other shareholders and submit the interim proposal to the
shareholders' meeting for deliberation, unless the interim proposal
is in violation of any law, administrative regulation or the articles of
association or fails to fall into the scope of functions of the
shareholders' meeting. The company shall not raise the
shareholding proportion of the shareholder who brings forward any

interim proposal.

A company offering shares to the public shall make the notices as
mentioned in the preceding 2 paragraphs by way of

announcement.

The shareholders' meeting shall not make any resolution on any

matter not specified in the notice.
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Article 116 A shareholder who attends the shareholders’
meeting has one vote for each share held by it, except the
shareholders of classified shares. The company may not have
a voting right for the shares it holds. A resolution made at the
shareholders' meeting shall be adopted by more than half of the

voting rights held by the shareholders who attend the meeting.

A resolution made at the shareholders' meeting on modifying the
articles of association, increasing or reducing the registered capital
as well as merger, split-up, dissolution or change of the corporate
form shall be adopted by two thirds or more of the voting rights

held by the shareholders who attend the meeting.

Article 117 The shareholders' meeting may, in electing the
directors or supervisors, adopt a cumulative voting system

according to the articles of association or the resolutions of
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the shareholders' meeting. For the purpose of this Law, the
"cumulative voting system" means that when the shareholders'
meeting elects the directors or supervisors, each shareholder is
entitled to one vote per share, multiplied by the number of
candidates and uses them all for one candidate for director or

supervisor.

Article 118 Where a shareholder entrusts an agent to attend
the shareholders' meeting, it shall clarify the matters, power
and time limit of the agent. The agent shall present a power of
attorney issued by the shareholder to the company and

exercise voting rights within the authorized scope.

Article 119 The minutes of shareholders' meeting shall be
made for the decisions about the matters discussed at the
meeting, which shall be signed by the presider and the
directors present. The minutes of the meeting shall be
preserved together with the book of signatures of the
shareholders present as well as the power of attorney

thereof.

Section 3 Board of Directors and Managers

Article 120 A joint stock limited company shall set up a board
of directors, except it is otherwise provided for in Article 128
hereof. The provisions of Article 67, Paragraph 1 of Article 68,
Article 70, Article 71 hereof shall apply to joint stock limited
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companies.

Article 121 A joint stock limited company may, under the
articles of association, set up an audit committee composed
of directors in the board of directors, which shall exercise the
functions and powers of the board of supervisors as provided
for in this Law. It may not have a board of supervisors or
supervisors. The audit committee shall be composed of at least 3
members, and more than half of the members shall not assume
any position other than the director in the company and shall not
have any relationship with the company that may affect their
independent and objective judgments. Among the members of the
board of directors of the company, an employees' representative

may become a member of the audit committee.

A resolution made by the audit committee shall be adopted by

more than half of the members thereof.

For voting on a resolution of the audit committee, each member

shall have one vote.

The discussion methods and voting procedures of the audit
committee shall be prescribed in the articles of association, unless

it is otherwise provided for by this Law.

A company may set up other committees in the board of directors

under the articles of association.
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Article 122 The board of directors shall have one chairman
and may have deputy chairmen. The chairman and deputy
chairmen shall be elected by more than half of all the
directors. The chairman shall convene and preside over the
meetings of the board of directors and check the implementation of
the resolutions of the board of directors. The deputy chairman shall
assist the chairman in work. If the chairman is unable or fails to
perform his/her duties, the deputy chairman shall perform such
duties. If the deputy chairman is unable or fails to perform his/her
duties, a director jointly elected by more than half of the directors

shall perform such duties.

Article 123 The board of directors shall convene at least two
meetings every year. Each meeting shall be notified to all
directors and supervisors 10 days before it is held. The
shareholders representing one tenth or more of the voting rights,
one third or more of the directors, or the board of supervisors may
propose to convene an interim meeting of the board of directors.
The chairman of the board of directors shall, within 10 days upon
receipt of such a proposal, convene and preside over a meeting of

the board of directors.

If the board of directors holds an interim meeting, it may separately

decide the method and time limit for the notification on convening
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meetings of the board of directors.

Article 124 No meeting of the board of directors may be held
unless more than half of the directors are present. A
resolution made by the board of directors shall be adopted by
more than half of all the directors. For voting on a resolution of

the board of directors, each director shall have one vote.

The board of directors shall prepare minutes regarding the
decisions on the matters discussed at the meetings, which shall be

signed by the directors present.

Article 125 The directors shall attend the meeting of the board
of directors in person. Where any director is unable to attend
the meeting for any reason, he/she may, by issuing a written
power of attorney, entrust another director to attend the
meeting on his/her behalf. The power of attorney shall
indicate the scope of authorization. The directors shall be
responsible for the resolutions made by the board of directors.
Where a resolution of the board of directors is in violation of any
law, administrative regulation, article of association or resolution of
the shareholders' meeting and causes any serious loss to the
company, the directors who participate in adopting such resolution

shall be liable for compensation to the company. If a director is
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proved to have expressed his/her objection to the voting on such
resolution and such objection has been recorded in the minutes,

he/she may be exempted from liability.

Article 126 A joint stock limited company may have a
manager, who shall be appointed or removed as decided by
the board of directors. The manager shall be responsible to the
board of directors and exercise his/her functions and powers
according to the articles of association or the authorization of the
board of directors. The manager shall attend the meetings of the

board of directors as a non-voting member.

Article 127 The board of directors of a company may decide to
appoint a member of the board of directors to concurrently

serve as the manager.

Article 128 A joint stock limited company with a relatively
small scale or relatively small number of shareholders may
dispense with the board of directors and have one director to
exercise the functions and powers of the board of directors as
prescribed by this Law. The director may concurrently hold

the post of the manager of the company.

Article 129 A company shall regularly disclose to its
shareholders the information about remunerations obtained
by the directors, supervisors and senior executives from the

company.

Section 4 Board of Supervisors
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Article 130 A joint stock limited company shall have a board
of supervisors, except it is otherwise provided in Paragraph 1
of Article 121 and Article 133 hereof. The board of supervisors
shall comprise 3 members or more. The members of the board of
supervisors shall include shareholders' representatives and an
appropriate proportion of employees' representatives of the
company, among which the proportion of the employees'
representatives shall not be lower than one third, and the concrete
proportion shall be specified in the articles of association. The
employees' representatives who serve as members of the board of
supervisors shall be democratically elected by employees through
the employees' representative congress, employees' congress or

by other means.

The board of supervisors shall have one chairman and may have
deputy chairmen. The chairman and deputy chairmen of the board
of supervisors shall be elected by more than half of all the
supervisors. The chairman of the board of supervisors shall
convene and preside over the meetings of the board of
supervisors. If the chairman of the board of supervisors is unable
or fails to perform his/her duties, the deputy chairman of the board
of supervisors shall convene and preside over the meeting. If the
deputy chairman is unable or fails to perform his/her duties, a
supervisor jointly elected by more than half of the supervisors shall

convene and preside over such meeting.

No director or senior executive may concurrently hold the post of

supervisor.

The provisions of Article 77 hereof on the term of office of
supervisors of a limited liability company shall apply to that of the

supervisors of a joint stock limited company.
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Article 131 The provisions of Articles 78 through 80 hereof
shall apply to the board of supervisors of a joint stock limited
company. The expenses necessary for the board of supervisors to

exercise its functions and powers shall be borne by the company.

Article 132 The board of supervisors shall convene at least
one meeting every 6 months. The supervisors may propose to
convene an interim meeting of the board of supervisors. The
discussion methods and voting procedures of the board of
supervisors shall be prescribed in the articles of association,

unless it is otherwise provided for by this Law.

Resolutions made by the board of supervisors shall be adopted by

more than half of all the supervisors.

For voting on a resolution by the board of supervisors, each

supervisor shall have one vote.

The board of supervisors shall prepare minutes for the decisions
on the matters discussed at the meeting, which shall be signed by

the supervisors present.
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Article 133 A joint stock limited company with a relatively
small scale or relatively small number of shareholders may
dispense with the board of supervisors, but may have one
supervisor, who shall exercise the functions and powers of

the board of supervisors as prescribed by this Law.

Section 5 Special Provisions on the Organizational Structure

of a Listed Company

Article 134 For the purpose of this Law, a "listed company"
refers to the joint stock limited company whose stocks are

listed and traded on a stock exchange.

Article 135 Where the amount of any major asset purchased
or sold or any guaranty provided to others by a listed
company within one year exceeds 30% of the total amount of
its assets, a resolution shall be made by the shareholders’
meeting and adopted by the shareholders representing two

thirds of the voting rights who are present at the meeting.

Article 136 A listed company shall have independent
directors. The specific measures for the administration of
independent directors shall be formulated by the securities
regulatory authority of the State Council. The articles of
association of a listed company shall not only specify the matters
as prescribed in Article 95 hereof, but also specify the matters
such as the composition and functions and powers of the ad hoc
committees of the board of directors, as well as the remuneration
and appraisal mechanism for directors, supervisors and senior

executives according to the relevant laws and administrative
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regulations.

Article 137 Where a listed company sets up an audit
committee under the board of directors, any of the following
matters shall be subject to the affirmative votes of more than
half of all the members of the audit committee before the
board of directors makes a resolution: (I) hiring or removing the
accounting firm that undertakes the audit engagements of the

company;

(1) appointing or removing the financial director;

(1) disclosing the financial and accounting reports; and

(IV) any other matter as prescribed by the securities regulatory

authority of the State Council.

Article 138 A listed company may have a secretary of the
board of directors, who shall be responsible for the
preparations of the shareholders' meetings and meetings of
the board of directors, the preservation of documents, the
management of the shareholders' information of the company,

the handling of information disclosure, etc.

Article 139 Where any director of a listed company has any
related-party relationship with any enterprise or individual

involved in the matter to be decided at the meeting of the
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board of directors, such director shall submit a written report
to the board of directors in a timely manner. Any director with
any related-party relationship shall not vote on such
resolution, nor may he/she vote on behalf of any other
director. The meeting of the board of directors shall not be
held unless more than half of the unrelated directors are
present at the meeting. A resolution made by the board of
directors shall require the affirmative votes of more than half
of the unrelated directors. If less than 3 unrelated directors
are present at the meeting of the board of directors, the matter
shall be submitted to the shareholders' meeting of the listed

company for deliberation.

Article 140 A listed company shall disclose the information
about its shareholders and actual controllers according to
law, and the relevant information shall be authentic, accurate
and complete. It is prohibited to hold the stocks of any listed
company on an agency basis in violation of laws and

administrative regulations.

Article 141 Any subsidiary controlled by a listed company
shall not acquire the shares of the aforesaid listed

company. In case any subsidiary controlled by a listed company
holds the shares of the listed company due to the merger of the
company or exercise of pledge right, it shall not exercise the voting
right corresponding to the shares it holds and timely dispose of the

relevant shares of the listed company.
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Chapter VI Issuance and Transfer of Shares of a Joint Stock

Limited Company

Section 1 Issuance of Shares

Article 142 The capital of a company shall be divided into
shares. All the shares of the company shall alternatively be
shares with or without par value in accordance with the
articles of association. Where par value shares are adopted,
all the shares shall be of equal value. The company may,
according to the articles of association, convert all the issued par

value shares into no par value shares, or vice versa.

Where no par value shares are adopted, more than half of the
proceeds from the issuance of the shares shall be included in the

registered capital.

Article 143 Shares shall be issued under the principle of
fairness and impartiality. The shares of the same class shall
rank pari passu. Shares of the same class in the same issue shall
be issued at the same price and on same conditions. The same

price shall be paid for each share subscribed for by a subscriber.
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Article 144 A company may, according to the articles of
association, issue the following classified shares, which have
different rights from those of the common shares: (I) shares
with priority or inferior rights to profits or remaining property in

distribution;

(1) shares with more or less voting rights per share than those of

the common shares;

(Ill) shares whose transfer is subject to the consent of the

company and other restrictions; or

(IV) other classified shares provided for by the State Council.

A company making a public offering of shares shall not issue any
of the classified shares as prescribed in Items (ll) and (lll) of the
preceding paragraph, except those issued prior to the public

offering.

Where a company issues the classified shares as mentioned in
Item (1) of Paragraph 1 of the present Article, the number of voting
rights per classified share shall be the same as that of the common
share for the election and replacement of the supervisors or the

members of the audit committee.
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Article 148 The issue price of par value stock may be based
BN R : 5 y
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Article 150 A joint stock limited company shall formally
deliver the stocks to the shareholders after its establishment.
No company may deliver any stock to the shareholders before

its establishment.

Article 151 Where a company intends to issue new stocks, its
shareholders' meeting shall make a resolution about the

following matters: (l) the class and amount of the new stocks;

(I the issuing price of the new stocks;

(1) the beginning and ending dates for the issuance of the new
stocks;

(IV) the class and amount of the new stocks to be issued to the
original shareholders; and

(V) if any no par value stock is issued, the proceeds from the
issuance of the new stocks shall be included into the registered

capital.

Where a company issues new stocks, it may make the pricing plan

in light of its business operations and financial status.
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Article 152 The articles of association or the shareholders'
meeting may authorize the board of directors to decide to
issue not more than 50% of the shares that have been issued
within three years. However, if the capital contributions are to
be made using hon-monetary property, they shall be subject
to a resolution made by the shareholders' meeting. Where the
board of directors decides to issue shares pursuant to the
preceding paragraph, and thus results in a change in the
registered capital or the number of issued shares of the company,
the voting at the shareholders' meeting may not be needed to
revise such item set forth in the articles of association of the

company.

Article 153 Where the articles of association or the
shareholders' meeting of a company authorizes the board of
directors to decide on issuing new stocks, a resolution of the
board of directors shall be adopted by two thirds of all the
directors.

Article 154 Where a company intends to make public offering
of shares, it shall go through the registration with the
securities regulatory authority of the State Council and
announce the prospectus. The prospectus shall be attached with

the articles of association and state the following matters:

(1) the total number of shares to be issued;

() the par value and issuance price of the par value stocks, or the
issuance price of the no par value stocks;

(1) the purposes of proceeds;
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Article 156 Where a company intends to offer shares to the
BEHEIA% ATRES pany

general public, it shall conclude an agreement with a bank on
ANFFEERA, B4 FRRIT2IT/C the collection of share capital on behalf of the company. The
. bank entrusted to collect the share capital shall, under the
OB P PralS

agreement, collect and keep the share capital on behalf of the

company, issue receipts to the subscribers who have made the
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payments, and shall be obliged to issue certification of receipt of

FRUCRMRAE I 2R, 1 8% a4 B 2k A payments to the relevant authorities.
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After the share capital is raised by a company making offering of

shares, an announcement shall be made.

Section 2 Transfer of Shares

Article 157 The shares held by a shareholder of a joint stock
limited company may be transferred to other shareholders or
to persons other than the shareholders of the company.
Where the articles of association of the company have any
restriction on the transfer of shares, the transfer shall be

carried out in accordance with the articles of association.

Article 158 The share transfer by a shareholder shall be
conducted on a lawfully established stock exchange or by any

other means as prescribed by the State Council.

Article 159 The stocks shall be transferred by a shareholder in
the form of endorsement or by any other means prescribed by
the relevant laws or administrative regulations. After the
transfer, the company shall record the name and domicile of
the transferee in the register of shareholders. The register of
shareholders shall not be modified within 20 days before any
shareholders' meeting is held, or within 5 days prior to the
benchmark date decided by the company for the distribution of
dividends. Where it is otherwise provided for in any law,
administrative regulation or by the securities regulatory authority of

the State Council for the modification of the register of
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shareholders of a listed company, such provisions shall prevail.

Article 160 The shares issued before a company makes a
public offering of shares shall not be transferred within 1 year
as of the day when the stocks of the company are listed and
traded on the stock exchange. Where it is otherwise provided
for in any law, administrative regulation or by the securities
regulatory authority of the State Council for the transfer of
shares held by the shareholders or actual controllers of a
listed company, such provisions shall prevail. The directors,
supervisors and senior executives of the company shall declare to
the company the shares they hold and the changes thereof. During
the term of office as determined when they assume the posts, the
shares transferred each year shall not exceed 25% of the total
shares they hold of the company. The shares of the company held
by them shall not be transferred within 1 year as of the day when
the stocks of the company are listed and traded on the stock
exchange. Any of the aforesaid persons shall not transfer the
shares of the company held within six months after he/she leaves
office. Any other restrictions on the transfer of company shares
held by directors, supervisors or senior executives may be

specified in the articles of association.

Where the shares are pledged within the time limit for restricted
transfer as provided for by laws and administrative regulations, the
pledgee may not exercise the pledge right within such restricted

period.

/B 72/118



i N RICFEA AR (2023 511D

B3 R At BR 1 1 R E

A VA AT BUEIUILE [
IR Al e L JUTRR PN EH AR, BRAAAS
LR A% L IR A AT A BT o

FE—EANT—% A TIIHE
LM, X R 2 % TR A R X
SRBBZR AT BB SR "l % A
RS LAy s TF AT It 1
AGIETAE

(=) NEESETAEA [ BAR
SrECANE, WA E % LR ES R
A, I ARG AL E 1 23 B R

KA

(=) AvELEEE ™,

(=) e BFEHE KE ]
IR Jer s B T A R E ) LAl A il
B, RSB RIE S ER

AL

B BZR = R 2 HiE N+
W, PRS2 m A REIE BB i
VA B, I ASTHT DL AR & Bl
TRt 2 HE L+ H W e N REBE 52

& Wolters Kluwer FiRlseT> sH2EEa,

Article 161 Under any of the following circumstances, a
shareholder, who votes against the resolution of the
shareholders' meeting, may require the company to purchase
its shares at a reasonable price, except a company making
public offering of shares: (I) the company has not distributed any
profit to the shareholder for 5 consecutive years, though the
company has made profits for five consecutive years and meets

the profit distribution requirements as prescribed in this Law;

(1) the company has transferred its main property; or

(1) the business operation term as prescribed in the articles of
association expires or any other cause for dissolution as
prescribed in the articles of association occurs, and the
shareholders' meeting makes the company continue existing by

adopting a resolution to modify the articles of association.

Where the shareholder fails to reach a share purchase agreement
with the company within 60 days as of the day when the resolution
is made by the shareholders' meeting, it may, within 90 days as of
the day when the resolution is made by the shareholders' meeting,

lodge a lawsuit in the people's court.

The shares purchased by the company itself under any of the
circumstances as mentioned in the first paragraph of the present
Article shall be transferred or deregistered according to law within

6 months.
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Where a company purchases its own shares under any of the
2w SO A circumstances as mentioned in Items (1) or (Il) of the preceding
paragraph, a resolution of the shareholders' meeting shall be
(T e B TN | % adopted. Where a company purchases its own shares under any of
the circumstances as mentioned in ltems (lll), (V) or (VI) of the
Tr I AT HAR DR 2 7 57 preceding paragraph, a resolution shall be adopted at the meeting
of the board of directors with the attendance of not less than two
(X)) EWA RN A thirds of the directors, according to the articles of association or the

shareholders' meeting of the company.

EN SRS T

After the company purchases its own shares according to the first
AR FGRE —Di. 5 Ti#  paragraph of this Article, the shares purchased shall be written off
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within ten days as of the purchase date under the circumstance as
mentioned in Item (I); the shares shall be transferred or written off
within six months under the circumstance as mentioned in Item (II)
or (IV); and the shares held accumulatively by the company shall
not exceed 10% of the total shares issued and be transferred or
written off within three years under any of the circumstances as
mentioned in Item (lII), (V) or (VI).

Where a listed company purchases its own shares, it shall perform
its obligation of information disclosure according to the provisions
of the Securities Law of the People's Republic of China. Where a
listed company purchases its own shares due to any of the
circumstances as mentioned in Items (ll), (V) or (VI) of Paragraph
1 of this Article, such purchase shall be conducted by way of public

centralized trading.

No company may accept the shares of its own as the subject

matter of pledge.
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Article 163 No company may provide gifts, loans, guarantees
or other financial aids for others to obtain the shares of the
company or the parent company thereof unless it carries out
an employee stock ownership plan. For the benefits of the
company, the company may, upon a resolution by the
shareholders' meeting or by the board of directors under the
articles of association or the authorization of the shareholders'
meeting, provide financial aids for others to obtain the shares of
the company or the parent company thereof, provided that the total
accumulative amount of the financial aids shall not exceed 10% of
the total issued share capital. A resolution by the board of directors
shall be adopted by two thirds of all the directors.

Any director, supervisor or senior executive who is liable for any
loss to the company due to violation of the provisions of the

preceding two paragraphs shall make compensations.

Article 164 Where any stock is stolen, lost or destroyed, a
shareholder may request the people's court to declare the
stock invalid in light of the procedure of public summons for
exhortation prescribed in the Civil Procedure Law of the
People's Republic of China. After the people's court has
invalidated the stock, the shareholder may file an application

with the company for issuance of new stock.
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Article 165 The stocks of a listed company shall be listed and
traded according to the relevant laws, administrative
regulations, as well as the trading rules of the stock

exchange.

Article 166 A listed company shall disclose the relevant
information in accordance with laws and administrative

regulations.

Article 167 After a natural person shareholder dies, his/her
lawful inheritor may inherit the qualifications of the
shareholder, unless it is otherwise prescribed by the articles
of association of a joint stock limited company whose transfer

of shares is restricted.

Chapter VII Special Provisions on the Organizational Structure

of State-invested Companies

Article 168 The provisions of this Chapter shall apply to the
organizational structure of state-invested companies. Where
there is no relevant provision in this Chapter, other provisions
of this Law shall apply. For the purpose of this Law, "state-
invested companies" refer to the solely state-owned companies or
state-owned capital holding companies invested by the state,
including the limited liability companies and joint stock limited

companies invested by the state.
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Article 169 As to the state-invested companies, the State
Council or the local people's governments shall, on behalf of
the state, perform the contributor's duties and enjoy the
contributor's rights and interests. The State Council or the
local people's governments may authorize the state-owned
assets supervision and administration agencies or any other
departments or organs to perform the contributor's duties for
the state-invested companies on behalf of the people's
governments at the corresponding level. The organs and
departments that perform the contributor's duties on behalf of the
people's governments at the corresponding level are hereinafter
referred to collectively as the agencies that perform the

contributor's duties.

Article 170 The organization of the Communist Party of China
in a state-invested company shall play a leading role in
accordance with the Constitution of the Communist Party of
China, study and discuss the significant matters concerning
the operation and management of the company and support
the organization of the company in exercising its functions

and powers in accordance with the law.

Article 171 The articles of association of a solely state-owned
company shall be formulated by the agency that performs the

contributor's duties.

Article 172 A solely state-owned company shall not set up the
shareholders' meeting, and the functions and powers of the
shareholders' meeting shall be exercised by the agency that

performs the contributor's duties. The agency that performs
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the contributor's duties may authorize the board of directors
to exercise some of the functions and powers of the
shareholders' meeting, provided that the formulation and
modification of the articles of association, merger, division,
dissolution, application for bankruptcy, increase or decrease
of registered capital, and distribution of profits of the
company shall be determined by the agency that performs the
contributor's duties.

Article 173 The board of directors of a solely state-owned
company shall exercise its functions and powers in
accordance with this Law. More than half of the members of the
board of directors of a solely state-owned company shall be
external directors and include employees' representatives of the

company.

The members of the board of directors shall be designated by the
agency that performs the contributor's duties. However, the
employees' representatives in the board of directors shall be
elected through the employees' representative congress of the

company.

The board of directors shall have one chairman and may have
deputy chairmen. The chairman and deputy chairmen shall be
designated by the agency that performs the contributor's duties

from among the members of the board of directors.

Article 174 The manager of a solely state-owned company

shall be appointed or removed by the board of directors. A
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member of the board of directors may concurrently serve as the
manager subject to the consent of the agency that performs the

contributor's duties.

Article 175 No director or senior executive of a solely state-
owned company may concurrently hold a post in any other
limited liability company, joint stock limited company or any
other economic organization without the consent of the

agency that performs the contributor's duties.

Article 176 Where a solely state-owned company sets up an
audit committee composed of directors under the board of
directors to exercise the functions and powers of a board of
supervisors as prescribed in this Law, it may dispense with a

board of supervisors or supervisors.

Article 177 A state-invested company shall establish a sound
internal supervision and risk control system in accordance
with the law and intensify its internal compliance

management.

Chapter VIII Qualifications and Obligations of Directors,

Supervisors and Senior Executives of a Company

Article 178 Under any of the following circumstances, anyone
may not act as a director, supervisor or senior executive of a
company: (l) having no capacity for civil conduct or having limited

capacity for civil conduct;

(1) having been sentenced to any criminal penalty due to an
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offence of corruption, bribery, encroachment of property,
misappropriation of property or disrupting the order of the socialist
market economy, or having been deprived of political rights due to
a crime, where a five-year period has not elapsed since the
expiration of execution period; If he/she is pronounced for
suspension of sentence, a two-year period has not elapsed since

the expiration of the suspension of sentence;

(Ill) serving as a director, factory director or manager of a company
or enterprise which has been bankrupt and liquidated and being

personally liable for the bankruptcy of such company or enterprise,
where a three-year period has not elapsed since the completion of

the bankruptcy and liquidation;

(IV) acting as the legal representative of a company or enterprise
whose business license has been revoked or which was ordered to
close down due to any violation of the law and being personally
liable, where a three-year period has not elapsed since the date of

revocation of business license or the order for closure; or

(V) being listed as a dishonest person subject to enforcement by
the people's court due to his/her failure to pay off a relatively large

amount of due debts.

Where the election or appointment of any director or supervisor, or
employment of any senior executive is in violation of the preceding

paragraph, it shall be invalidated.

Where any director, supervisor or senior executive, during his/her
term of office, is under any of the circumstances set out in the first
paragraph of this Article, the company shall remove him/her from

office.

/B 81/118



i N RICFEA AR (2023 511D

H,ORFREEESREEANR
o, Zkas . RIRECHE BT

EHL ME. MPUEEARE
AR IR] DA 2% 55— S 1 1 T

(K1, 2] B g B LR

B—BALETAF EH.R
H. O RPOE BN AN SR
ITBUERAN A 7 B .

FoBENTHF #HHE K

P‘

PE BN U m] A S SE X

IV PR:ERy b= B g FTEs]
AR FIZR ISR, AA HTURLAR
ANIEH A2 .

EH ME. WPUE B
NAE AT ERL S, PATHRSS R
N ) ) B R R 38 B T
NIA A B R

NEFEBBAR < SEBRAE A
AHHAE 2 7] FH LB AT A W) 3
S50, T RTHT P FOE -

FE—ENT—% #E#H. U
H, AmAEHEANRABAH TIT

& Wolters Kluwer BiRISET™ iHE)

Article 179 Directors, supervisors and senior executives shall
comply with laws, administrative regulations and the articles
of association.

Article 180 Directors, supervisors and senior executives shall
assume the obligation of loyalty to the company and take
measures to avoid the conflict between their own interests
and those of the company and may not seek any improper
interests by taking advantage of their powers. The directors,
supervisors and senior executives shall assume the duty of
diligence to the company. When performing their duties, they shall,
for the best interests of the company, exercise the reasonable care

that shall be generally possessed by a manager.

The provisions of the preceding two paragraphs shall apply to the
controlling shareholder or actual controller of a company who does
not serve as a director but actually executes the affairs of the
company.

Article 181 No director, supervisor or senior executive may

have any of the following acts: (I) embezzling the property or
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misappropriating the funds of the company;

(1) depositing the funds of the company into an account opened in

his/her own name or in the name of any other individual;

(1) giving bribes or accepting any other illegal proceeds by taking

advantage of his/her power;

(IV) taking commissions from the transactions between the

company and any other person into his/her own pocket;

(V) unlawfully disclosing the confidential information of the

company; or

(VI) other acts in violation of the obligation of loyalty to the

company.

Article 182 Where any director, supervisor or senior executive
directly or indirectly concludes a contract or conducts a
transaction with his/her company, he/she shall report the
matters relating to the conclusion of the contract or
transaction to the board of directors or shareholders' meeting,
which shall be subject to the resolution of the board of
directors or shareholders’ meeting according to the articles of
association. Where any of the near relatives of the directors,
supervisors or senior executives, or any of the enterprises directly
or indirectly controlled by the directors, supervisors or senior
executives or any of their near relatives, or any of the related

parties who has any other related-party relationship with the
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directors, supervisors or senior executives, concludes a contract or
conducts a transaction with the company, the provisions of the
preceding paragraph shall apply.

Article 183 No director, supervisor or senior executive may
take advantage of his/her position to seek any business
opportunity that belongs to the company for himself/herself or
any other person except under any of the following
circumstances: (I) where he/she has reported to the board of
directors or the shareholders' meeting and has been approved by a
resolution of the board of directors or the shareholders' meeting

according to the articles of association; or

(1) where the company cannot make use of the business
opportunity as stipulated by laws, administrative regulations or the
articles of association.

Article 184 Where any director, supervisor or senior executive
fails to report to the board of directors or the shareholders’
meeting and obtain an approval by resolution of the board of
directors or the shareholders’ meeting according to the
articles of association, he/she may not engage in any
business that is similar to that of the company where he/she
holds office for himself/herself or for any other person.
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Article 185 When the board of directors makes a resolution on
any of the matters as specified in Articles 182 through 184
hereof, the related directors shall not participate in the voting,
and their voting rights shall not be calculated into the total
voting rights. If the number of unrelated directors present at
the meeting of the board of directors is less than 3, the matter
shall be submitted to the shareholders' meeting for

deliberation.

Article 186 The incomes derived by any director, supervisor or
senior executive in violation of Articles 181 through 184

hereof shall belong to the company.

Article 187 If the shareholders' meeting demands a director,
supervisor or senior executive to attend the meeting as a non-
voting delegate, he/she shall do so and answer shareholders’

inquiries.

Article 188 Where any director, supervisor or senior executive
violates any law, administrative regulation or the articles of
association during the performance of duties and causes any

loss to the company, he/she shall be liable for compensation.

Article 189 Where any director or senior executive is under

the circumstance as mentioned in the preceding Article, the
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shareholders of a limited liability company or the
shareholders of a joint stock limited company separately or
aggregately holding 1% or more of the total shares of the
company for 180 consecutive days or more may request the
board of supervisors in writing to initiate a lawsuit in the
people's court. If any supervisor is under the circumstance in
the preceding Article, the aforesaid shareholders may request
the board of directors in writing to file a lawsuit with the
people's court. Where the board of supervisors or the board of
directors refuses to initiate a lawsuit after it receives a written
request of the shareholders as mentioned in the preceding
paragraph, or fails to file a lawsuit within 30 days upon receipt of
the request, or in an emergency, the failure to initiate a lawsuit
immediately will cause irreparable damage to the interests of the
company, the shareholders in the preceding paragraph shall have
the right to directly initiate a lawsuit in the people's court in their

own name for the interests of the company.

If others infringe upon the legitimate rights and interests of a
company and cause losses to the company, the shareholders
stipulated in the first paragraph of this Article may initiate a lawsuit
in the people's court in accordance with the provisions of the

preceding two paragraphs.

If a director, supervisor or senior executive of a wholly-owned
subsidiary of the company is under the circumstance specified in
the preceding Article, or if the legitimate rights and interests of a
wholly-owned subsidiary of the company are impaired by any other
person, thus causing any losses, the shareholders of a limited
liability company or shareholders of a joint stock limited company
separately or aggregately holding 1% or more of the total shares of
the company for 180 consecutive days or more may request the
board of supervisors or the board of directors of the wholly-owned
subsidiary in written form to initiate a lawsuit in the people's court

or directly files a lawsuit with the people's court in their own name.
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Article 190 Where any director or senior executive damages
the shareholders' interests by violating any law,
administrative regulation or the articles of association, the

shareholders may initiate a lawsuit in the people's court.

Article 191 Where any director or senior executive causes any
damage to any other person in the performance of duties, the
company shall be liable for compensation. If any director or
senior executive is intentional or has gross negligence,

he/she shall also be liable for compensation.

Article 192 Where any controlling shareholder or actual
controller of a company instructs any director or senior
executive to carry out any act damaging the interests of the
company or the shareholders, it shall bear joint and several

liability with the director or senior executive.

Article 193 A company may, during the term of office of a
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director, purchase the liability insurance for the compensation
liability to be borne by the director in performing the

duties. After the company purchases liability insurance or renews
the insurance for the director, the board of directors shall report the
insured amount, coverage and premium rate etc. of the liability

insurance to the shareholders' meeting.

Chapter IX Corporate Bonds

Article 194 For the purpose of this Law, the term "corporate
bonds" refers to the negotiable securities issued by a
company that agrees to pay principal and interest on

schedule. Corporate bonds can be issued publicly or non-publicly.

The offering and trading of corporate bonds shall comply with the
Securities Law of the People's Republic of China and other laws

and administrative regulations.

Article 195 A public offering of a corporate bond shall be
registered with the securities regulatory authority of the State
Council and a corporate bond prospectus shall be made. The

corporate bond prospectus shall state the major items as follows:

(1) the company's name;

() the purposes of use of bond proceeds;

(111) the total amount and par value of the bond;
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(IV) the method for determining the interest rate of the bond;

(V) the term and manner of debt service;

(V1) bond guarantees;

(V1) the offering price of the bond, beginning and ending dates of
the offering;

(VINI) net assets of the company;

(IX) the total amount of outstanding corporate bonds; and

(X) underwriter of the corporate bond.

Article 196 Where a company issues corporate bonds in paper
form, it shall specify on the bonds such matters as the name
of the company, the par value of the bonds, the interest rate,
the time limit for repayment, etc. The bonds shall be signed by

the legal representative and sealed by the company.
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Article 197 Corporate bonds shall be registered.

Article 198 A company issuing corporate bonds shall keep a
register of corporate bond holders. Where corporate bonds are
issued, the following matters shall be stated in the register of

bondholders of the company:

(1) the name and domicile of the bondholders;

() the dates on which the bondholder acquires the bonds and the

serial number of the bonds;

(111 the total amount of the bonds, par value, interest rate, time

limit and method for repayment of principal plus interest; and

(IV) the date on which the bonds are issued.

Article 199 The registration and settlement agency for
corporate bonds shall establish the systems for bond
registration, depository, interest payment and redemption as

well as other relevant systems.

Article 200 Corporate bonds can be transferred, and the
transfer price shall be agreed between the transferor and
transferee. The transfer of corporate bonds shall comply with the

provisions of laws and administrative regulations.

90/118



i N RICFEA AR (2023 511D

E o

AR S VR VA SRS e S

B ATBUEIHRLE -

BoAF % AFGIRHMR
FFHRA N 07 s g, AT
BEEUALRE () Het 7 A% ik, ik
Ja 12 mPRE A2 AR N 1Rk 44 B 44 R
FAEFTiE BT AR G RA A4

it

B_HEF BRMOARAA
SRR R, BHEL AT ER.
BRI HEFE 2R, WK
TR NBEE ARG, H
SRR IpiE . BT A F RAT
WRHRANBEER ARG, NEE

] 35 e 55 M B A LRIV E A

AT AT B 0 B 2R I 4 A it
75, NTE TR bR B AR A
i, HELA G RA NG
M - B AT A 2 ] 5 5 O

BEF=F RATAESON

i AR Vi S AN DV E 3

& Wolters Kluwer BiRISET™ iHE)

Article 201 The transfer of corporate bonds shall be effected
by the bondholder's endorsement or other means prescribed
by laws and administrative regulations; after the transfer, the
company shall record the name and domicile of the transferee

in the register of holders of corporate bonds.

Article 202 A joint stock limited company may, under a
resolution of the shareholders' meeting, or under a resolution
of the board of directors authorized by the articles of
association or the shareholders' meeting, issue corporate
bonds convertible into shares and provide for specific
conversion methods. The issuance of corporate bonds
convertible into stock by a listed company shall be registered
with the securities regulatory authority of the State

Council. The corporate bonds that can be converted into stock
shall be marked with the words "convertible corporate bonds", and
the number of convertible corporate bonds shall be specified in the

register of holders of corporate bonds.

Article 203 Where convertible corporate bonds are issued, the
company shall exchange its stock for the bonds held by the
bondholders in the prescribed method of conversion,

provided that the bondholders have the option on whether or
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not to convert their bonds into stock, except as otherwise

prescribed by any law or administrative regulation.

Article 204 In the case of a public offering of corporate bonds,
a bondholders' meeting shall be established for the
bondholders of the same issue, and procedures for the
convening procedures of the bondholders' meeting, the
meeting rules and other important matters shall be stipulated
in the bond prospectus. The bondholders' meeting may make
resolutions on matters in which the bondholders have an
interest. Unless otherwise agreed in the corporate bond
prospectus, the resolution of the bondholders' meeting shall be

effective for all bondholders of the same issue.

Article 205 In the case of a public offering of corporate bonds,
the issuer shall engage a bond trustee for the bondholders,
who shall handle such matters for the bondholders as
receiving payment in liquidation, preservation of claims,
litigation relating to the bonds and participation in the

debtor's bankruptcy proceedings.

Article 206 The bond trustee shall fulfill its obligations with
due diligence, fairly perform the entrusted management

duties, and shall not damage the interests of the
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bondholders. Where there is any conflict of interests between the
bond trustee and the bondholders, which may damage the
interests of the bondholders, the bondholders' meeting may make

a resolution to replace the bond trustee.

The bond trustee shall be liable for compensation if it violates laws,
administrative regulations or a resolution of the bondholders'

meeting to the detriment of the interests of the bondholders.

Chapter X Financial Affairs and Accounting of a Company

Article 207 A company shall establish its own financial and
accounting systems according to laws, administrative
regulations and provisions of the financial department of the

State Council.

Article 208 A company shall prepare a financial accounting
report at the end of each fiscal year and have it audited by an
accounting firm in accordance with the law. The financial
accounting report shall be made in accordance with the laws,
administrative regulations and the provisions of the financial

department of the State Council.
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Article 209 A limited liability company shall submit a financial
accounting report to each shareholder within the time limit as
prescribed in the articles of association. The financial
accounting report of a joint stock limited company shall be made
available for inspection by the shareholders at the company not
later than twenty days before the annual meeting of shareholders;
a joint stock limited company that has publicly issued shares shall

announce its financial accounting report.

Article 210 When a company distributes its after-tax profit for
the current year, 10% of the profit shall be accrued and
included in the company's statutory reserve. Such accrual is
no longer required when the accumulated amount of the
company's statutory reserve is 50% or more of the company's
registered capital. Where the accumulative amount of the
company's statutory reserve is not enough to make up for the
losses of the previous year, the current year's profits shall first be
used to make up for the losses before the statutory reserve is

accrued according to the provisions of the preceding paragraph.

After having accrued statutory reserve from the after-tax profits, a
company can also set aside discretionary reserve from the after-

tax profits upon a resolution made by the shareholders' meeting.

The residual after-tax profits after a company has made up its
losses and accrued reserve shall be distributed by the company (in
the case of a limited liability company) in proportion to the capital
contribution paid up by its shareholders, except where all the
shareholders have agreed not to distribute the profits in
accordance with the proportion of the capital contribution; or such
profits shall be distributed by the company (in the case of a joint
stock limited company) in proportion to the shares held by its

shareholders, except as otherwise provided for in the company's
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articles of association.

Profit shall not be distributed for a company's shares held by this

company.

Article 211 Where a company distributes profits to
shareholders in violation of the provisions of this Law, the
shareholders shall refund the profits distributed to the
company, and the shareholders and the liable directors,
supervisors and senior executives shall be held liable for

compensation if any loss is caused to the company.

Article 212 If the shareholders' meeting resolves to distribute
profits, the board of directors shall do so within six months

after the resolution is made.

Article 213 The premiums received by a company from the
issuance of shares at an issue price in excess of the par value
of the shares, the amount of share proceeds from the
issuance of no-par shares that have not been credited to the
registered capital, and other items required by the financial
department of the State Council to be included in the capital

reserve shall be classified as the capital reserve of the
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company.

Article 214 The reserve of a company shall be used for making
up losses, expanding the production and business scale or
increasing the registered capital of the company. Where the
reserve of a company is used for making up losses, the
discretionary reserve and statutory reserve shall be firstly used. If
losses still cannot be made up, the capital reserve can be used

according to the relevant provisions.

Where the statutory reserve is converted to increase registered
capital, the amount of such reserve retained shall not be less than
25% of the registered capital of the company prior to the

conversion.

Article 215 The employment or dismissal of an accounting
firm undertaking a company's auditing business shall be
decided by the shareholders' meeting, the board of directors
or the board of supervisors in accordance with the provisions
of the company's articles of association. When a company's
shareholders' meeting, board of directors or the board of
supervisors votes on the dismissal of an accounting firm, the

accounting firm shall be allowed to state its own opinions.
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Article 216 A company shall provide true and complete
accounting documents, accounting books, financial
accounting reports and other accounting information to the
accounting firm engaged by it, and shall not refuse, conceal

or misrepresent them.

Article 217 No company may keep any accounting books
other than the statutory accounting books. No account shall be
opened in the name of any individual for the deposit of a

company's funds.

Chapter XI A Merger of Companies, and Demerger, Capital

Increase and Capital Reduction of a Company

Article 218 A merger of companies may take the form of
merger by absorption or merger by new establishment. In the
case of a merger by absorption, a company absorbs another
company and the absorbed company shall be dissolved. In the
case of a merger by new establishment, two or more companies
combine together for the establishment of a new one, and the pre-

merger companies shall be dissolved.

Article 219 Where a company merges with another company
in which the former holds not less than 90 % of the shares,
the merged company is not required to adopt a resolution at
the shareholders' meeting, but shall notify other shareholders,
who have the right to request the company to acquire their

equity or shares at a reasonable price. If the price paid for the
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merger of the companies is not more than 10 % of the net assets
of the company, it is not required to adopt a resolution at the
shareholders' meeting, unless it is otherwise provided for in the

articles of association of the company.

For the merger of the companies as provided for in the preceding
two paragraphs, a resolution of the board of directors shall be

adopted instead of a resolution of the shareholders' meeting.

Article 220 In the case of a merger of companies, a merger
agreement shall be concluded by the merging parties and a
balance sheet and an inventory of property shall be prepared.
The companies involved shall notify their creditors within ten
days from the date of the resolution on the merger and make
an announcement in newspaper or on the National Enterprise
Credit Information Publicity System within thirty days. The
creditors may request the said companies to settle the debts
or provide corresponding guarantees within thirty days from
the date of receipt of the notice or within forty-five days from

the date of the announcement if the notice is not received.

Article 221 In the case of a merger of companies, the claims
and debts of the merging parties shall be succeeded by the
company that survives the merger or by the newly established

company.
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Article 222 Where a company is demerged, its property shall
be divided correspondingly. A company shall prepare a balance
sheet and a list of its property if it is to be demerged. The company
shall notify its creditors within ten days from the date of the
resolution on demerger and make an announcement in the
newspaper or the National Enterprise Credit Information Publicity
System within thirty days.

Article 223 Unless otherwise agreed in a written agreement
between a company and its creditors on the settlement of
debts before a demerger, the debts of the company before the
demerger shall be jointly and severally liable by the

companies after the demerger.

Article 224 When reducing its registered capital, a company
shall prepare a balance sheet and an inventory of

property. The company shall notify its creditors within ten days
from the date of the resolution of the shareholders' meeting to
reduce the registered capital and make an announcement in the
newspaper or the National Enterprise Credit Information Publicity
System within thirty days. The creditors have the right to demand
the company to settle the debts or provide corresponding
guarantees within thirty days from the date of receipt of the notice,
or within forty-five days from the date of the announcement if the

notice has not been received.

Where a company reduces its registered capital, it shall reduce the
amount of capital contribution or shares in proport to the capital
contribution or shares held by the shareholders, unless it is
otherwise prescribed by any law, or is agreed upon by all the

shareholders of a limited liability company or is otherwise

= 99/118



i N RICFEA AR (2023 511D

RPN AT HE R o

NEVEEMBEA, B 242
B 2R HH B B AT T A ) A8 AH
ol A BBy, R A R
s ARTELFEEBRAEREYA
EBCH AR A R~ 7] B A FLUE
IR

BZAZTRF ARMKEAE
VEH VS AR IR
W HiE, AT, ARl
T BEATRAN T 4. DT B A
ORAN T B, A R AR R R 4
BE, AT G bR B 2R S s 57

eI PE

T AR R E 9k 2D 3 W B A
(. A B2 5 R E, H
P22 [ AR 2 A R R T B A ok
Wz HiE =+ H AR Lo H

FAMNEREEARRR A .

23 T AR R PR A R E el T

MEASE, FEEEAREIERE

bt
»

R R AU B A FEM A E 7

Z AT, A EAE

& Wolters Kluwer FiRlseT> sH2EEa,

prescribed by the articles of association of a joint stock limited

company.

Article 225 If a company still has losses after making up for
them in accordance with the provisions of Paragraph 2 of
Article 214 of this Law, it may reduce its registered capital to
make up for the losses. If the registered capital is reduced to
make up for the loss, the company shall not make any
distribution to the shareholders, nor shall the shareholders be
exempted from their obligation to pay the capital contribution
or the share capital. If the registered capital is reduced in
accordance with the provisions of the preceding paragraph, the
provisions of the second paragraph of the preceding Article shall
not apply, but the resolution to reduce the registered capital shall
be made by the shareholders' meeting within thirty days from the
date of the announcement in the newspapers or on the National

Enterprise Credit Information Publicity System.

After a company reduces its registered capital in accordance with
the provisions of the preceding two paragraphs, it shall not
distribute profits until the accumulated amount of statutory reserve
and discretionary reserve reaches 50% of the company's

registered capital.
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Article 226 When a company reduces its registered capital in
violation of the provisions of this Law, its shareholders shall
refund the funds they have received, and if the capital
contributions of the shareholders are reduced or exempted,
such capital contributions shall be restored to the original
status; if any loss is caused to the company, the shareholders
and the liable directors, supervisors and senior executives

shall bear the liability for compensation.

Article 227 When a limited liability company increases its
registered capital, its shareholders shall have the preemptive
right to subscribe for the increased capital in proportion to
their paid-in capital contribution on the same terms. However,
exceptions apply where all the shareholders agree that the
capital contributions are not to be subscribed for in
proportion to their respective capital contributions. When a
joint stock limited company issues new shares to increase its
registered capital, its shareholders shall not have the preemptive
right, unless it is otherwise provided in the company's articles of
association or the shareholders' meeting resolves that the

shareholders enjoy the preemptive right.

Article 228 When a limited liability company increases its
registered capital, the contribution of its shareholders to the
new capital shall be made in accordance with the relevant
provisions of this Law regarding the payment of capital
contributions for the establishment of a limited liability
company. When a joint stock limited company issues new shares
to increase its registered capital, the subscription for new shares
by its shareholders shall be governed by the relevant provisions of

this Law regarding the payment of stock capital for the
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establishment of a joint stock limited company.

Chapter XIll Dissolution and Liquidation of a Company

Article 229 A company is dissolved for any of the following
reasons: () the expiration of the business period stipulated in the
company's articles of association or the occurrence of other
causes of dissolution stipulated in the company's articles of

association;

(I1) dissolution by a resolution of the shareholders' meeting;

() dissolution due to merger or demerger of the company;

(IV) suspension of the business license, being ordered to close

down or being revoked in accordance with the law; or

(V) being dissolved by the People's Court in accordance with the
provisions of Article 231 hereof.

If any of the situations as mentioned in the preceding paragraph
arises, a company shall publicize the situations through the
National Enterprise Credit Information Publicity System within ten

days.

Article 230 Where a company falls under the circumstance as

mentioned in Items (l) or (ll) of Paragraph 1 of the preceding
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Article, and it has not distributed the assets to its
shareholders yet, it may survive by modifying its articles of
association or upon a resolution of the shareholders’

meeting. To modify its articles of association or make a resolution
of the shareholders' meeting according to the provisions of the
preceding paragraph, the consent of the shareholders who hold
two thirds or more of the voting rights is required in the case of a
limited liability company, and the consent of two thirds or more of
the voting rights of the shareholders who attend the meeting of the
shareholders' meeting is required in the case of a joint stock limited

company.

Article 231 Where a company meets any serious difficulty in
its operation or management, and the interests of its
shareholders will be subject to heavy loss if the company
survives, which cannot be solved by any other means, the
shareholders who hold 10% or more of the voting rights of the
company may request the people's court to dissolve the

company.

Article 232 Where a company is dissolved according to the
provisions of Item () (II) (IV) or (V) of Paragraph 1 of Article
229 hereof, it shall be liquidated. The directors, who are the
liquidation obligors of the company, shall form a liquidation
group to carry out liquidation within 15 days from the date of
occurrence of the cause of dissolution. The liquidation group
shall be composed of the directors, unless it is otherwise provided
for in the company's articles of association or it is otherwise

elected by the shareholders' meeting.

The liquidation obligors shall be liable for compensation if they fail
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to fulfill their obligations of liquidation in a timely manner, and thus

any loss is caused to the company or the creditors.

Article 233 Where a company shall be liquidated in
accordance with the provisions of paragraph 1 of the
preceding Article, and the liquidation group fails to be formed
within the time limit or fails to carry out the liquidation after its
formation, any interested party may request the people's court
to designate relevant persons to form a liquidation group. The
people's court shall accept such request and organize a
liguidation group to carry out the liquidation in a timely
manner. Where a company is dissolved according to Item (IV) of
Paragraph 1 of Article 229 hereof, the department or company
registration authority that made the decision to revoke the
company's business license, ordered the company to close down
or dissolved the company may request the people's court to
designate relevant persons to form a liquidation group for

liquidation of the company.

Article 234 The liquidation group may exercise the following
functions during the period of liquidation: (1) liquidating the
property of the company, preparing a balance sheet and an

inventory of property, respectively;

(1) notifying the company's creditors by mail or public
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Article 236 The liquidation group shall, after liquidating the
property of the company and preparing a balance sheet and
an inventory of property, make a plan of liquidation and report
the same to the shareholders' meeting or the people's court
for confirmation. After paying off the liquidation expenses, wages
of employees, social insurance premiums and statutory
compensations, the outstanding taxes and the debts of the
company with the property of the company, the remaining assets
may, in the case of a limited liability company, be distributed in
proportion to capital contributions of the shareholders, and in the
case of a joint stock limited company, distributed in proportion to

the shares held by the shareholders.

During the period of liquidation, the company survives, but shall
not carry out any business operation unrelated to the liquidation.
The property of the company shall not be distributed to the
shareholders until it has been liquidated in accordance with the

preceding paragraph.

Article 237 Where the liquidation group finds that the property
of the company are not sufficient for paying off the debts after
liquidating the property of the company and preparing a
balance sheet and an inventory of property, it shall file an
application to a people's court for bankruptcy liquidation. After

the people's court accepts the application for bankruptcy, the
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liquidation group shall hand over the liquidation matters to the

bankruptcy administrator designated by the people's court.

Article 238 The members of the liquidation group performing
their duties of liquidation are obliged to loyalty and

diligence. Any member of the liquidation group who neglects to
fulfill his/her liquidation duties, thus causing any loss to the
company shall be liable for compensation, and any member of the
liquidation group who cause any loss to any creditor due to his/her

intentional or gross negligence shall be liable for compensation.

Article 239 Upon completion of the liquidation of the
company, the liquidation group shall produce a liquidation
report, report the same to the shareholders' meeting or the
people's court for confirmation, and submit the same to the
company registration authority to apply for deregistration of
the company.

Article 240 Where, during the period of survival, a company
has not incurred any debts or has paid off all the debts, the
company may, upon a commitment of all the shareholders, be
deregistered under the summary procedures according to the
relevant provisions. The deregistration of a company under the
summary procedures shall be announced through the National
Enterprise Credit Information Publicity System for a period of no

less than 20 days. If there is no objection after the expiry of the
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announcement period, the company may apply for deregistration of
the company with the company registration authority within 20

days.

For a company deregistered under the summary procedures, its
shareholders shall be jointly and severally liable for the debts
incurred before the deregistration if they have made an untrue
commitment to the contents as described in Paragraph 1 of this
Article.

Article 241 Where, after three years since the business license
of a company is revoked, or the company is ordered to close
down or is revoked, the company fails to apply for its
deregistration with the company registration authority, the
said authority may announce the company's deregistration
through the National Enterprise Credit Information Publicity
System for a period of no less than 60 days. If there is no
objection after the announcement period expires, the
company registration authority may deregister the

company. The deregistration of a company according to the
provisions of the preceding paragraph will not affect the liability of

the original shareholders or liquidation obligors.

Article 242 Any company declared bankrupt according to law
shall carry out a bankruptcy liquidation in accordance with

the provisions concerning bankruptcy liquidation.
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Chapter XIlll Branches of Foreign Companies

Article 243 For the purpose of this Law, the term "a foreign
company" refers to any company established outside the
territory of the People’s Republic of China according to any

foreign law.

Article 244 Any foreign company that intents to establish a
branch within the territory of the People's Republic of China
shall file an application with the competent Chinese authority,
with its articles of incorporation, certificate of incorporation
issued in its country of domicile, and other supporting
documentation submitted, and shall, upon obtaining approval,
fulfill relevant registration procedures with the company
registration authority in accordance with the law, and obtain a
business license. The measures for the approval of branches of
foreign companies shall be provided by the State Council

separately.

Article 245 When establishing a branch within the territory of
the People's Republic of China, a foreign company shall
designate a representative or agent within the territory of the
People's Republic of China to take charge of the branch, and
allocate funds to the branch appropriate to the business
activities in which it is engaged. Where a minimum amount of
operating funds is required for branches of foreign companies, it

shall be provided by the State Council separately.
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Article 246 A branch of a foreign company shall indicate in its
name the nationality and form of liability of the foreign
company. A branch of a foreign company shall make the articles

of association of the foreign company available at its premises.

Article 247 Any branch of a foreign company established
within the territory of the People's Republic of China do not
have Chinese legal personality. A foreign company shall bear
civil liability for the business activities conducted by any of its

branches within the territory of the People's Republic of China.

Article 248 In engaging in business activities within the
territory of the People's Republic of China, branches of
foreign companies approved to be established shall abide by
Chinese laws and shall not jeopardize the social and public
interests of China, and their lawful rights and interests shall
be protected by the laws of China.

Article 249 When closing down a branch within the territory of
the People's Republic of China, a foreign company shall fully
settle the debts of the branch in accordance with the law and
liquidate it in accordance with the provisions of this Law
relating to the procedure for the liquidation of a company. No

property of the branch may be transferred out of the territory
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of the People's Republic of China before the branch's debts

are fully settled.

Chapter XIV Legal Liability

Article 250 For any company that, in violation of the
provisions of this Law, obtains company registration by
misrepresenting its registered capital, submitting false
materials or adopting other fraudulent means to conceal
important facts, the company registration authority shall order
it to make rectification and impose a fine of not less than 5%
but not more than 15% of the amount of the misrepresented
registered capital on the company that has misrepresented its
registered capital; the company that submits false materials
or adopts other fraudulent means to conceal important facts,
the company shall be imposed a fine of not less than 50,000
yuan but not more than 2 million yuan; and if the
circumstances are serious, the company's business license
shall be revoked; and the directly responsible supervisory
personnel and other personnel directly liable for the offence
shall be imposed a fine of not less than 30,000 yuan but not

more than 300,000 yuan.

Article 251 For any company that fails to disclose relevant
information in accordance with the provisions of Article 40
hereof or fails to truthfully disclose relevant information, the
company registration authority shall order it to make
rectification, and may impose a fine of not less than 10,000
yuan and not more than 50,000 yuan on it. If the
circumstances are serious, the company shall impose a fine
of not less than 50,000 yuan and not more than 200,000 yuan;
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and the directly responsible supervisory personnel and other
personnel directly liable for the offence shall be imposed a
fine of not less than 10,000 yuan but not more than 100,000

yuan.

Article 252 For any promoter or shareholder of a company
who makes a false capital contribution or fails to deliver, or
fails to deliver on schedule, monetary or non-monetary
property as a capital contribution, the company registration
authority shall order it’/him to make rectification, and may
impose a fine of not less than 50,000 yuan and not more than
200,000 yuan on it/him; if the circumstances are serious, the
company shall be imposed on a fine of not less than 5% but
not more than 15% of the amount of the false capital
contribution or the capital contribution failed to be made; and
the directly responsible supervisory personnel and other
persons directly liable for the offence shall be imposed on a
fine of not less than 10,000 yuan and not more than 100,000

yuan.

Article 253 For any promoter or shareholder of a company
who, after the establishment of the company, unlawfully
withdraws its capital contribution, the company registration
authority shall order it/him to make rectification and impose a
fine of not less than 5% and not more than 15% of the amount
of the withdrawn capital on it/him; and impose a fine of not
less than 30,000 yuan and not more than 300,000 yuan on the
supervisors directly in charge and other persons directly
liable for the offence.
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Article 254 For either of the following practice, the financial
department of the people's governments at or above the
county level concerned shall impose penalties in accordance
with the Accounting Law of the People's Republic of China
and other laws and administrative regulations: (I) having any
separate accounting books other than the statutory accounting

books; or

(II) providing any financial accounting report with any false records

or important facts concealed.

Article 255 For any company that fails to notify its creditors by
way of notice or public announcement of a merger, demerger,
decrease in registered capital or liquidation of the company,
as required by this Law, the company registration authority
shall order it to make corrections and impose a fine of not

less than 10,000 yuan but not more than 100,000 yuan on it.

Article 256 For any company that, during its liquidation,
conceals any of its property or makes any false entries in its
balance sheet or inventory of property, or distributes its
property before fully settling its outstanding debts, the
company registration authority shall order it to make
rectification and impose on it a fine of not less than 5% but
not more than 10% of the value of the concealed property or
the property distributed before full settlement of debts; and
shall impose a fine of not less than 10,000 yuan but not more
than 100,000 yuan on the directly responsible supervisory

personnel and other personnel directly liable for the offence.
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Article 257 Any agency undertaking asset appraisal, capital
verification, or certification that provides false materials or
submits any report with material omissions shall be subjected
to penalties by the relevant authority in accordance with the
Asset Appraisal Law of the People's Republic of China, the
Law of the People's Republic of China on Certified Public
Accountant and other applicable administrative

regulations. Any agency undertaking asset appraisal, capital
verification, or certification that issues any untrue appraisal results
or certificates of capital verification or certification, resulting in
losses to any creditor of a company, shall be liable for
compensation to the extent of the amount of the discrepancy from

truth, unless it can prove no fault on its part.

Article 258 For the company registration authority which
violates any laws or administrative regulations by failing to
perform its duties or to properly performs its duties,
governmental sanctions shall be imposed in accordance with
the law on the responsible leader(s) and directly liable

personnel.

Article 259 For any business which is conducted in the name
of a limited liability company or joint stock limited company
without registering the relevant entity as such in accordance

with the law, or conducted in the name of a branch of a limited
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liability company or joint stock limited company without
registering the relevant entity as such in accordance with the
law, the company registration authority shall order the entity
to make correction or ban the entity, and may concurrently

impose a fine of not more than 100,000 yuan on it.

Article 260 For any company that fails to commence business
within six months of establishment or suspends its business
of its own volition for six consecutive months or more after
commencing business without justified reason, the company
registration authority may revoke is business license, except
where the company has fulfilled the procedure for business
dormancy in accordance with the law. Any company that fails to
complete the relevant alteration registration in accordance with this
Law for any changes in its registered particulars shall be ordered
by the company registration authority to fulfill the procedure within
a specific period, failing which it shall be imposed of a fine of not

less than 10,000 yuan but not more than 100,000 yuan.

Article 261 Any foreign company that violates this Law by
establishing a branch within the territory of the People's
Republic of China without approval shall be ordered by the
company registration authority to make corrections or to
close down the branch, and may be imposed a fine of not less
than 50,000 yuan but not more than 200,000 yuan.
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Article 262 For any serious illegal activity engaged in the
name of a company that endangers national security or social
or public interests, the business license of that company shall

be revoked.

Article 263 Any company that is liable for civil compensation,
any fines or financial penalties for any violations of this Law
shall be first liable for civil compensation if its property is

insufficient to cover all the liabilities.

Article 264 For any violation of this Law that constitutes a
criminal offense, criminal liability shall be pursued in

accordance with the law.

Chapter XV Supplementary Provisions

Article 265 For the purposes of this Law, the terms listed
below shall have the following definitions: (l) "Senior
executives" refers to the company manager, deputy company
manager, head of finance, secretary to the board of directors of a
listed company, and any other persons as specified in the

company's articles of association.

(1) "Controlling shareholder" refers to a shareholder whose capital
contribution exceeds 50% of the total capital in the case of a
limited liability company, or a shareholder whose shares exceed
50% of the total share capital in the case of a joint stock limited
company, or a shareholder whose capital contribution or share
proportion is less than 50% of the total capital or share capital but
whose voting rights are sufficient to exert a material influence on

resolutions of the shareholders' meeting.

(1) "Actual controller" refers to any person who can exert actual
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control over a company through any investment relationships,

agreements, or other arrangements.

(IV) "Related-party relationship" refers to any relationship between
a controlling shareholder, actual controller, director, supervisor, or
senior officer of a company and an enterprise directly or indirectly
controlled by that person, as well as any other relationship that
may result in the transfer of any interest in the company. However,
state-controlled enterprises do not have a related-party relationship

between them solely due to being controlled by the state.

Article 266 This Law shall come into force on July 1, 2024. For
the companies already registered for establishment before this
Law comes into force, if their capital contribution period exceeds
the period stipulated herein, such period shall be gradually
adjusted to within the period prescribed in this Law, unless
otherwise provided by laws, administrative regulations or the State
Council; For the period of capital contribution or the amount of
capital contribution that is obviously abnormal, the company
registration authority may require adjustment in a timely manner in
accordance with the law. The specific implementing methods shall

be prescribed by the State Council.
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Decision on Revision of Twelve Laws Including the "Law of the
People's Republic of China on the Protection of Cultural Relics"
passed by the Third Session of the Standing Committee of the
Twelfth National People's Congress on 29 June 2013, amended for
the third time pursuant to the Decision on Revision of Five Laws
Including the "Insurance Law of the People's Republic of China
passed by the 10th Session of the 12th National People's
Congress on 31 August 2014, and revised for the second time by
the 15th Session of the Standing Committee of the 13th National
People's Congress on 28 December 2019)

Chapter 1 General Principles

Article 1 This Law is enacted for the purposes of
standardising the offering and trading of securities, protecting
the legal rights and interests of the investors, safeguarding
social and economic order and public interest, and promoting

the development of the socialist market economy.

Article 2 The provisions of this Law shall apply to the offering

and trading of shares, corporate bonds, depository receipts
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and other securities determined by the State Council pursuant
to the law within the territory of the People's Republic of
China; for matters not stipulated in this Law, the provisions of
the Company Law of the People's Republic of China and other
laws and administrative regulations shall apply. The provisions
of this Law shall apply to listing and trading of government bonds
and securities investment fund units; where other laws and
administrative regulations provide otherwise such provisions shall

prevail.

Administrative measures on offering and trading of asset-backed
securities and asset management products shall be formulated by

the State Council in accordance with the principle of this Law.

Offering and trading of securities outside the People's Republic of
China which disrupt the domestic market order of the People's
Republic of China and harm the legitimate rights and interests of
domestic investors shall be dealt with pursuant to the relevant

provisions of this Law, and legal liability shall be pursued.

Article 3 Offering and trading of securities shall comply with

the principles of transparency, equity and fairness.

Article 4 Parties engaging in offering and trading of securities

shall enjoy equal legal status and shall comply with the
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principles of voluntary participation, compensation and

honesty and trustworthiness.

Article 5 Offering and trading of securities shall comply with
the provisions of laws and administrative regulations; fraud,
insider trading and manipulation of the securities market shall
be prohibited.

Article 6 The securities industry and banking industry, trust
industry and insurance industry shall implement industry
operations and administration separately; securities
companies, banks, trust organisations and insurance
organisations shall be established separately, unless

otherwise provided by the State.

Article 7 The securities regulatory authority of the State
Council shall implement unified supervision and
administration on the securities market nationwide pursuant
to the law. The securities regulatory authority of the State Council
may establish representative offices based on the actual needs to

perform supervision and administration duties as authorised.

Article 8 State audit authorities shall carry out audit and
supervision over stock exchanges, securities companies,
securities registration and settlement organisations and

securities regulatory authorities pursuant to the law.
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Chapter 2 Securities Offering

Article 9 Public offering of securities shall satisfy the criteria
provided in the laws and administrative regulations and shall
be registered pursuant to the law with the securities
regulatory authority of the State Council or the authorities
empowered by the State Council. No organisation or
individual shall issue securities to the public without
registration pursuant to the law. The detailed scope and
implementation workflow for registration of securities offering
shall be stipulated by the State Council. Any of the following

scenarios shall be deemed as a public offering:

(1) offering of securities to non-specific targets;

(2) offering of securities to more than 200 specific targets,
excluding the number of employees under an employee share

option scheme implemented pursuant to the law; and

(3) other offerings provided by the laws and administrative

regulations.

Private offering of securities shall not adopt the methods of

advertising, open solicitation and disguised publicity campaigns.

Article 10 Issuers adopting the underwriting method pursuant

to the law for public offering of shares or corporate bonds
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which can be converted to shares, or making a public offering
of other securities for which sponsorship is stipulated by laws
and administrative regulations, shall appoint a securities
company as the sponsor. The sponsor shall comply with
business rules and industry norms, be honest, trustworthy,
responsible and diligent, conduct due diligence review on the
application documents and information disclosure materials of the

issuer, and supervise the conduct of the issuer.

Administrative measures on sponsors shall be formulated by the

securities regulatory authorities of the State Council.

Article 11 Public offering of shares for the establishment of a
company limited by shares shall satisfy the criteria stipulated
in the Company Law of the People’s Republic of China and
other requirements stipulated by the securities regulatory
authorities of the State Council; an application for share
offering and the following documents shall be submitted to
the securities regulatory authorities of the State Council: (1)

articles of association of the company;

(2) promoters' agreement;

(3) name of promoters, shares subscribed by the promoters, type

of capital contribution and capital verification certificate;

(4) prospectus;

(5) name and address of receiving bank; and
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(6) name of underwriter and the relevant agreement.

The sponsor's letter for offering issued by the sponsor shall be
submitted if a sponsor is appointed pursuant to the provisions of

this Law.

Where the laws and administrative regulations stipulate that
establishment of the company is subject to approval, the relevant

approval documents shall also be submitted.

Article 12 An initial public offering of new shares by a
company shall satisfy the following criteria: (1) the company

has a proper and well-functioning organisation structure;

(2) the company is a going concern;

(3) the auditor has issued non-qualified audit reports for the
company's financial accounting documents for the past three

years;

(4) the issuer and its controlling shareholder(s), actual controlling
party do not have criminal record during the past three years for

corruption, bribery, encroachment of assets, misappropriation of

& Wolters Kluwer BRISET™ SHEEEE 7/118
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assets or disruption of soclalist market economy order; and

(5) other criteria stipulated by the securities regulatory authority of

the State Council approved by the State Council.

Offering of new shares by listed companies shall satisfy the criteria
stipulated by the securities regulatory authorities of the State
Council and approved by the State Council; detailed administrative
measures shall be formulated by the securities regulatory

authorities of the State Council.

Public offering of depository receipts shall satisfy the criteria for
initial public offering of new shares, as well as any other criteria
stipulated by the securities regulatory authorities of the State

Council.

Article 13 For public offering of new shares, the company
shall submit an application for share offering and the

following documents: (1) business licence of the company;

(2) articles of association of the company;

(3) resolution of a shareholders' general meeting;

mE 8/118



rpAe N RILAIEES 9% (2019 1811)

(=) A ER;

(=) BARRKESI

U0 8 et B A5 B Hfh 2

TERAT 5248 30

(1) W55tk

N ARUBUBEGHERAT 44 7k &
Hudik.

R AL R E 1 DR A7 A,
i N RE DR A N B R AT DR AR
oo MRIRAVERLE AT ARG 1, IE
IS 24 43K A B LA 44 B S AT SR R

W

BHN%K  AEXATFARATI
SR, AU B
5B HAD A TT RAT S5
ReH@ e, SR eME, ©
MABIR R AEH R HEHR
Rlg, RIFAMIER, sE RAEBIR
REWNHH, AEATERATH B

& Wolters Kluwer BRISET™ SHEEEE

(4) prospectus or any other public offering documents;

(5) financial accounting report; and

(6) name and address of receiving bank.

The sponsor's letter for offering issued by the sponsor shall be also
submitted if a sponsor is appointed pursuant to this Law. Where

the public offering is underwritten pursuant to the provisions of this
Law, the name of the underwriter and the relevant agreement shall

also be submitted.

Article 14 A company shall use the funds raised from a public
offering of shares in accordance with the usage purpose set
out in the prospectus or other public offering documents;
change of fund usage purpose shall be resolved by a
shareholders' general meeting. Where the usage purpose is
changed without permission and not rectified, or not
approved by a shareholders’ general meeting, the public

offering of new shares shall not be allowed.

Article 15 A public offering of corporate bonds by a company
shall satisfy the following criteria: (1) the company has a proper

and well-functioning organisation;
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(2) the average distributable profits for the past three years are
sufficient to pay out one year's interest on the corporate bonds;

and

(3) other criteria stipulated by the State Council.

The funds raised from the public offering of corporate bonds shall
be used in accordance with the usage purpose set out in the
corporate bonds offering method; change in fund usage purpose
shall be resolved by a meeting of the bondholders. The funds
raised from the public offering of corporate bonds shall not be used

for making up losses and payment of non-operational expenditure.

Listed companies issuing convertible corporate bonds shall, in
addition to satisfying the criteria stipulated in the first paragraph,
comply with the provisions of the second paragraph of Article 12 of
this Law. Exception applies where a list company make swap of
corporate bonds through acquisition of the company's shares in

accordance with the corporate bonds offering method.

Article 16 For public offering of corporate bonds, the
following documents shall be submitted to the authorities
empowered by the State Council or the securities regulatory

authority of the State Council: (1) business licence of the
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Persons participating in registration of a securities offering
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application pursuant to the provisions of the two preceding
paragraphs shall not be a stakeholder of the applicant, shall not
accept gifts and donations from the applicant directly or indirectly,
shall not hold securities under the said offering application, and

shall not contact the applicant privately.

Article 22 The securities regulatory authority of the State
Council or the authorities empowered by the State Council
shall decide, within three months from acceptance of the
application documents, on approval or non-approval of an
application in accordance with the statutory requirements and
procedures; the time taken by an issuer to submit
supplementary materials or make correction to its application
documents as instructed shall be excluded from the three-
month timeframe. Unsuccessful applicants shall be informed

of the reason for non-approval.

Article 23 Upon registration of the application for securities
offering, the issuer shall announce the public offering
documents pursuant to the provisions of the laws and
administrative regulations prior to the public offering of
securities and place such documents at a designated venue
for public inspection. Prior to disclosure of information pertaining
to securities offering pursuant to the law, insiders shall not disclose

or divulge such information.

Issuers shall not issue securities prior to announcement of the
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public offering documents.

Article 24 Where the securities regulatory authority of the
State Council or an authority empowered by the State Council
discover(s) that a decision for registration of securities
offering does not satisfy the statutory criteria or statutory
procedures and that the offering is not made yet, it shall
revoke the decision and suspend the offering. Where the
offering is made but the securities are yet to be listed, the
decision for registration of offering shall be revoked, and the
issuer shall refund the issue price plus interest on bank
deposits for the same period to the securities holders; the
controlling shareholder(s), actual controlling party and the
sponsor(s) shall bear liability with the issuer jointly and
severally, except where they can prove that they are not at
fault. Where the issuer of the shares conceals important facts or
fabricate significant false contents in securities offering documents
such as the prospectus etc, and the shares are issued and listed,
the securities regulatory authority of the State Council may order
the issuer to make a buyback of the securities, or order the
accountable controlling shareholder(s) and the actual controlling

party to make a buyback of the securities.
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Article 25 Where there is a change in the business and profits
of the issuer after the share offering is made pursuant to the
law, the issuer shall bear the responsibility; investment risks

arising from such change shall be borne by the investors.

Article 26 Where the laws and administrative regulations
stipulate that an offering of securities to non-specific targets
by an issuer is to be underwritten by a securities company,
the issuer shall enter into an underwriting agreement with the
securities company. Securities underwriting may take the
form of best efforts or firm commitment. Best efforts
underwriting shall refer to the underwriting method under which a
securities company sells the securities on behalf of the issuer and
returns all unsold securities to the issuer upon expiry of the

underwriting period.

Firm commitment underwriting shall refer to the underwriting
method under which a securities company purchases all the
securities from the issuer based on the agreement or purchases all

unsold securities upon expiry of the underwriting period.

Article 27 An issuer making a public offering of securities
shall have the right to appoint a securities company of their
choice to be the underwriter pursuant to the law.

Article 28 A securities company underwriting securities shall

enter into a best efforts agreement or firm commitment
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agreement with the issuer, setting out the following
matters: (1) name and address of the parties and name of their

legal representative;

(2) type, quantity, amount and issue price of the securities

underwritten on a best efforts or first commitment basis;

(3) the best efforts underwriting period or firm commitment

underwriting period and the date of commencement and expiry;

(4) date and method of payment for best efforts underwriting or

firm commitment underwriting;

(5) expenses and settlement method of best efforts underwriting or

firm commitment underwriting;

(6) default liability; and

(7) other matters stipulated by the securities regulatory authorities

of the State Council.

Article 29 A securities company underwriting securities shall
examine the veracity, accuracy and integrity of the public
offering documents. Where the documents are found to
contain false records, misrepresentation or major omission,
the securities company shall not carry out selling activities;
where the selling activities have commenced, the securities
company shall forthwith suspend the selling activities and

adopt correction measures. A securities company underwriting

= 16/118
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securities shall not commit any of the following acts:

(1) carry out false advertising or promotional activities to mislead

investors;

(2) use unfair competition to solicit underwriting assignments; or

(3) any other acts which violate the provisions on securities

underwriting.

A securities company which commits any of the acts set out in the
preceding paragraph and causes other securities underwriters or
investors to suffer losses shall bear compensation liability pursuant

to the law.

Article 30 Where a syndicate of underwriters is appointed for
an offering of securities to non-specific targets, the syndicate
of underwriters shall comprise the lead underwriter and

securities companies participating in the underwriting.

Article 31 The maximum period for best efforts underwriting
or firm commitment underwriting shall not exceed 90 days. A
securities company shall ensure that the securities underwritten on
a best efforts basis or firm commitment basis are first sold to

subscribers during the best efforts underwriting period or firm
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pursuant to the law shall not be traded.

Article 36 Where the Company Law of the People's Republic
of China and other laws stipulate a moratorium period for
transfer of securities issued pursuant to the law, such
securities shall not be traded within the stipulated moratorium
period. Where a shareholders holding more than 5% of the shares
of a listed company, the actual controlling party, director,
supervisor and senior management personnel of a listed company,
and any other shareholder of a listed company who holds shares
issued prior to the issuer's initial public offering or holds shares
issued by the listed company to specific targets, transfers the
company's shares held by them, the transfer shall not violate laws,
administrative regulations and the provisions of the securities
regulatory authority of the State Council on holding period, selling
time, selling quantity, selling method, information disclosure etc,

and shall comply with the business rules of the stock exchange.

Article 37 Securities in a public offering shall be listed and
traded on stock exchanges established pursuant to the law or
traded on other nationwide securities trading venues
approved by the State Council. Privately-offered securities may
be transferred on stock exchanges, other nationwide securities
trading venues approved by the State Council, and regional equity

markets established pursuant to the provisions of the State
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Council.

Article 38 Listing and trading of securities on a stock
exchange shall adopt the open centralised trading mechanism
or other methods approved by the securities regulatory

authority of the State Council.

Article 39 Securities traded by securities trading parties may
be in paper form or other forms stipulated by the securities

regulatory authority of the State Council.

Article 40 Practitioners in the stock exchanges, securities
companies and securities registration and settlement
organisations, and staff of the securities regulatory
authorities as well as other personnel prohibited by laws and
administrative regulations from participating in shares trading
shall not, during their term of appointment or the statutory
period, hold shares, purchase and sell shares or other
securities of equity nature, directly or by using a pseudonym
or using other's name, and shall not accept shares or other
securities of equity nature gifted by others. Prior to taking up
an appointment of the aforesaid posts, the aforesaid personnel
shall transfer pursuant to the law such shares or other securities of

equity nature held by them.

Practitioners of securities companies implementing an equity
incentive plan or an employee share option scheme may hold or

sell the company's shares or other securities of equity nature
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pursuant to the provisions of the securities regulatory authority of

the State Council.

Article 41 Stock exchanges, securities companies, securities
registration and settlement organisations, securities service
organisations and their staff shall keep investor information
confidential pursuant to the law, and shall not purchase and
sell, provide or publicise investor information illegally. Stock
exchanges, securities companies, securities registration and
settlement organisations, securities service organisations and their
staff shall not divulge commercial secrets which have come into

their knowledge.

Article 42 A securities service organisation and its personnel
involved in issuing audit report or legal opinion etc. for an
offering of securities shall not purchase or sell such
securities within the underwriting period of the shares and
within six months from expiry of the underwriting period. In
addition to the provisions in the preceding paragraph, a securities
service organisation and its personnel which issue audit report or
legal opinion etc for an issuer and its controlling shareholder(s) or

actual controlling party, or the acquirer or a party in a significant
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asset transaction shall not purchase or sell the said securities from
the date of acceptance of entrustment to expiry of the five-day
period following the announcement of the aforesaid document(s).
Where the work is commenced before acceptance of entrustment,
they shall not purchase or sell the said securities from the date of
actual commencement of the aforesaid work to the expiry of the
five-day period following the announcement of the aforesaid

document(s).

Article 43 Securities transaction fees shall be reasonable, and
the fee items, fee rates and administrative measures shall be

publicised.

Article 44 Where a shareholder holding more than 5% of the
shares of a listed company or a company whose shares are
traded on a nationwide stock exchange approved by the State
Council, as well as a director, supervisor and senior
management personnel, , sells the company's shares or other
securities of equity nature that he/she holds within six months
of purchase or buys again within six months of sale, the gains
therefrom shall belong to the company, and the board of
directors of the company shall collect such gains. Exception
applies where a securities company holds more than 5% of
the shares due to purchase of any remaining shares in a best
efforts underwriting, or where there are any other
circumstances stipulated by the securities regulatory
authority of the State Council. Shares or other securities of
equity nature held by directors, supervisors, senior management

personnel and natural person shareholders referred to in the
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preceding paragraph shall include shares or other securities of
equity nature held by their spouse, parents, child(ren), and held by

them using other's accounts.

Where the board of directors of the company fails to comply with
the preceding paragraph, the shareholders shall have the right to
demand that the board of directors comply within 30 days. Where
the board of directors of the company fails to comply within the
aforesaid period, the shareholders shall have the right to file a
lawsuit directly in their own name with a people's court for the

benefits of the company.

Where the board of directors of the company fails to comply with
the provisions of the first paragraph, the directors who are

accountable shall bear joint liability pursuant to the law.

Article 45 Program trading carried out via auto-generated or
placed trading instructions through computer procedures
shall comply with the provisions of the securities regulatory
authority of the State Council, and be reported to the stock
exchange, and shall not affect the stock exchange's system

security or the order of normal trading.
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Section 2 Listing of Securities

Article 46 An application for listing and trading of securities
shall be submitted to the stock exchange, examined and
approved by the stock exchange pursuant to the law, and
both parties shall enter into a listing agreement. The stock
exchange shall arrange for listing and trading of government bonds
in accordance with the decision of the authority empowered by the
State Council.

Article 47 Applications for listing and trading of securities
shall comply with the listing criteria stipulated in the listing
rules of the stock exchange. The listing criteria stipulated in the
listing rules of the stock exchange shall include requirements on
the years of operation, financial status, minimum public offering
ratio and corporate governance, creditworthiness records etc of the

issuer.

Article 48 Where listed securities fall under the delisting
circumstances stipulated by the stock exchange, the stock
exchange shall terminate its listing and trading in accordance
with the business rules. Where the stock exchange decides on
delisting of securities, it shall promptly announce and file records

with the securities regulatory authority of the State Council.
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Article 49 Companies which object to the decision of a stock
exchange on non-approval of listing or termination of listing
and trading may apply to the review organisation established

by the stock exchange for a review.

Section 3 Prohibited Trading Practices

Article 50 Persons privy to insider information and persons
who obtain insider information illegally shall be prohibited
from making use of insider information to carry out securities

trading.

Article 51 Persons privy to insider information of securities
transactions shall include: (1) directors, supervisors and senior

management personnel of the issuer;

(2) shareholder who holds more than 5% of the shares in the
company, and the directors, supervisors, senior management
personnel of such shareholder, as well as the actual controlling
party of the company and its directors, supervisors and senior

management personnel;

(3) companies controlled by the issuer and the directors,
supervisors and senior management personnel of such

companies;

(4) persons who have access to the relevant insider information of

the company in the course of their work or business dealings with
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the company;

(5) the listed company's acquirer or significant asset transaction
party, as well as its controlling shareholder(s), actual controlling

party, directors, supervisors and senior management personnel;

(6) the relevant personnel of stock exchanges, securities
companies, securities registration and settlement organisations
and securities services organisations who have access to insider

information in the course of their duties or work; and

(7) staff of the securities regulatory authorities who have access to

insider information in the course of their duties or work;

(8) civil servants of the relevant authorities and regulatory agencies
who have access to insider information due to administration of
offering and trading of securities or listed companies and the
acquisition, significant asset transactions thereof in the course of

their statutory duties; and

(8) other persons stipulated by the securities regulatory authority of

the State Council who may have access to insider information.
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Article 52 In securities trading, undisclosed information which
involve an issuer's operation, finance or have a significant
impact on the market price of an issuer's securities are insider
information. Significant events set out in the second paragraph of
Article 80 and the second paragraph of Article 81 hereof shall fall

under the scope of insider information.

Article 53 Persons who are privy to insider information of
securities trading and persons who obtain insider information
illegally shall not before the insider information is made
public, purchase or sell securities of the company, or divulge
such information, or procure others to purchase or sell such
securities. Where a natural person, legal person, non-legal person
organisation that holds more than 5% of the company's shares,
solely or jointly with others through agreements or other
arrangements purchases the shares of a listed company, if this

Law stipulates otherwise, such provisions shall prevail.

Where an act of insider trading causes the investors to suffer
losses, the doer shall bear compensation liability pursuant to the

law.
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Article 54 Practitioners of stock exchanges, securities
companies, securities registration and settlement
organisations, securities service organisations and other
financial institutions, as well as staff of the relevant regulatory
authorities or industry associations, are prohibited from
making use of non-public information other than insider
information they obtained in the course of work, so to engage
in securities trading which relates to such information, or to
instruct others explicitly or implicitly to carry out related
transactions. Where the use of undisclosed information in
securities trading causes investors to suffer losses, the doer shall

bear compensation liability pursuant to the law.

Article 55 Prohibit anyone from manipulating the securities
market by any of the following means so as to influence or
attempt to influence the price or volume of securities: (1)
consolidate the capital advantages or shareholding advantages, or
access to information to make joint or successive transactions,

either independently or through conspiracy;

(2) conspire with others to carry out mutual trading of securities at

an agreed time, price and method;

(3) carry out securities trading between accounts controlled by the

same person; and

(4) make frequent or mass declarations and cancellation of

declarations which are not meant for trading purpose;
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(5) make use of false or uncertain significant information to induce

investors into carrying out securities trading;

(6) make evaluation, forecast or investment recommendations on
securities and issuers openly and carry out reverse securities

trading;

(7) make use of activities in other related market to manipulate the

securities market; and

(8) other means of manipulating the securities market.

Where the manipulation of the securities market causes the
investors to suffer losses, the doer shall bear compensation liability

pursuant to the law.

Article 56 No organisation or individual shall fabricate or
distribute fraudulent information to disrupt the order of the
securities market. Stock exchanges, securities companies,

securities registration and settlement organisations, securities
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Article 61 Upon discovery of any prohibited trading behaviour
in securities transactions, stock exchanges, securities
companies, securities registration and settlement
organisations, securities service organisations and their
practitioners shall promptly report to the securities regulatory
authorities.

Chapter 4 Acquisition of Listed Companies

Article 62 Investors may acquire a listed company by way of
takeover bid, a scheme of arrangement and any other

legitimate means.

Article 63 Where the shares, held by an investor through
securities transactions on a stock exchange or jointly with
others through an agreement or other arrangements, attain
5% of the issued voting rights shares of a listed company, the
investor shall submit a written report to the securities
regulatory authority of the State Council and the stock
exchange within three days, notify the listed company and
make an announcement; the investor shall not purchase or
sell the shares of the listed company within the aforesaid
period, except under the circumstances stipulated by the
securities regulatory authority of the State Council. After an
investor holds 5% of the issued voting rights shares of a listed
company or jointly with others through an agreement or other
arrangements, whenever the investor's voting rights shares in the
said listed company are increased or reduced by 5%, the investor
shall report and announce pursuant to the provisions of the
preceding paragraph, and shall not purchase or sell the shares of
the said listed company from the date of such occurrence to expiry

of the three-day period following the announcement, except under
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the circumstances stipulated by the securities regulatory authority
of the State Council.

After an investor holds 5% of the issued voting rights shares of a
listed company or jointly with others through an agreement or other
arrangements, whenever the investor's voting rights shares in the
said listed company are increased or reduced by 1%, the investor
shall notify the listed company on the day following such

occurrence, and make an announcement.

For voting rights shares purchased against the provisions of the
first paragraph and the second paragraph, the shareholder shall
not exercise the voting rights of such shares which exceed the

stipulated ratio within 36 months from the purchase.

Article 64 An announcement made pursuant to the provisions
of the preceding article shall include the following

contents: (1) name and address of the shareholder;
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(2) name and quantity of the shares held; and

(3) the date on which the shareholding or change in shareholding
attains the statutory ratio, and the source of funds for increase in

shareholding; and

(4) the timing and method of change in holding of voting rights

shares in the listed company.

Article 65 Where the shares, held solely by an investor
through securities transactions on a stock exchange or jointly
with others through an agreement or other arrangements,
attain 30% of the issued voting rights shares of a listed
company, if the investor continues to carry out acquisition,
the investor shall make a full or partial offer to all
shareholders of the listed company pursuant to the law. A
partial offer for the shares of a listed company shall state that when
the amount of shares undertaken to be sold by the shareholders of
the target company exceeds the proposed number of shares to be

acquired, the acquirer shall make an acquisition based on the ratio.

Article 66 An acquirer who makes a takeover offer pursuant to
the provisions of the preceding Article shall announce the

listed company takeover report, stating the following
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information: (1) name and address of the acquirer;

(2) decision of the acquirer on the takeover;

(3) name of the target listed company;

(4) the objective of the takeover;

(5) detailed name of the shares to be acquired, and the proposed

number of shares to be acquired;

(6) offer period and offer price;

(7) the amount of funds required for the takeover and funding

assurance; and

(8) the percentage of shareholding in the issued share capital of
the target company, at the time of announcement of the acquisition

report.

Article 67 The offer period for a takeover offer shall not be

less than 30 days and shall not exceed 60 days.

Article 68 The acquirer shall not retract its takeover offer
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during the committed period specified in the takeover offer.
Where it is necessary to change the takeover offer, the
acquirer shall promptly make an announcement, stating
details of the change, and shall not commit the following

acts: (1) reduce the takeover price;

(2) reduce the quantity of shares to be acquired;

(3) reduce the takeover offer period; and

(4) any other acts stipulated by the securities regulatory authority

of the State Council.

Article 69 The terms of a takeover offer shall apply to all the
shareholders of the target company. Where the listed company
issues different types of shares, the acquirer may propose different

terms of takeover offer for different types of shares.

Article 70 For an acquisition by way of takeover bid, the
acquirer shall not sell shares of the target company during the
acquisition period, and shall not purchase shares of the target
company in any form other than the form stipulated in the

offer and at terms which exceed the offer.

= 36/118



rpAe N RILAIEES 9% (2019 1811)

BEH—% RN EIETT
A, WA AT DRI AT
AR [ ST 2 W) £ e 2R LA

PO BT L ik

LAt ST A BT 2 =]
BRI BE, WO HE =H W
K 2 WS B 1) ] 5% ot k2 M B
BN S Ik 55 22 5 B At 5 T 4

&, FTAE.

FE2 5 AN B AT WO B

Bt REIIETT
2, PRy Ay LA I 22 FEUE 27
AL SN DR U B Lk 1 i

i}
AN

IR B A BT i E BARAT

BE+H=% R OETT
AT, WSO A WA e
HoAt 22 He 5 IR — 4> B
P ERAT A R RBUB i 2
=N, REREATIOW R, M
MR )% LT E) A O K
YSe Iy = Tl 2 ) A AR B B
Y. B, ZRESBESEE

BB I LE S B R B B

& Wolters Kluwer FiRlseT> sH2EE,

Article 71 For an acquisition by way of a scheme of
arrangement, the acquirer may carry out share transfers with
shareholders of the target company by way of arrangement
pursuant to the provisions of laws and administrative
regulations. For an acquisition of a listed company by way of a
scheme of arrangement, the acquirer shall submit a written report
within three days from conclusion of the acquisition arrangement to
the securities regulatory authority of the State Council and the

stock exchange, and make an announcement.

The acquisition agreement shall not be performed prior to the

announcement.

Article 72 For an acquisition by way of a scheme of
arrangement, both parties to the arrangement may temporarily
entrust a securities registration and settlement organisation
with custody of the shares under the arrangement and deposit
the funds with a designated bank.

Article 73 For an acquisition by way of a scheme of
arrangement, when the shares acquired by the acquirer solely
or acquired jointly with others through an agreement or other
arrangements attain 30% of the voting rights shares of a listed
company, and the acquirer continues to acquire shares, the
offeror shall make a full or partial offer to all the shareholders
of the listed company. Exception applies where the securities
regulatory authority of the State Council waives the
requirement for making an offer. For a takeover bid made
pursuant to the provisions of the preceding paragraph, the acquirer
shall comply with the provisions of the second paragraph of Article
65, Article 66 to Article 70 of this Law.
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Article 74 Upon expiry of the acquisition period, if the equity
distribution of the target company no longer satisfies the listing
requirements stipulated by the stock exchange, the shares of the
said listed company shall be delisted by the stock exchange
pursuant to the law; other shareholders who still hold shares of the
target company shall have the right to sell their shares to the
acquirer under the terms of the acquisition offer, and the acquirer

shall acquire such shares.

Upon completion of takeover, where the target company no longer
satisfies the conditions of a company limited by shares, it shall

change its enterprise form pursuant to the law.

Article 75 In the acquisition of a listed company, the shares in
the target listed company held by the acquirer shall not be
transferred within 18 months from completion of the

acquisition.

Article 76 Upon completion of acquisition, where the acquirer
and the target company are merged, and the target company
is dissolved, the original shares of the dissolved company

shall be replaced by the acquirer pursuant to the law. The
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Article 79 Listed companies, companies whose corporate
bonds are listed and traded, and companies whose shares are
traded on other nationwide securities trading venues
approved by the State Council shall formulate regular reports
in accordance with the contents and format stipulated by the
securities regulatory authority of the State Council and the
stock exchange, and submit and announce the regular reports
pursuant to the following provisions: (1) annual reports shall be
submitted and announced within four months from end of each
accounting year, and annual financial accounting reports therein
shall be audited by an accounting firm which complies with the

provisions of this Law; and

(2) ad hoc reports shall be submitted and announced within two

months from end of the first half year of each accounting year.

Article 80 Upon occurrence of a significant event which may
have a relatively significant impact on the share trading price
of a listed company or a company whose shares are traded on
any other nationwide securities trading venues approved by
the State Council, if the investors are yet to be informed, the

company shall forthwith submit an ad hoc report on
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information of the said significant event to the securities
regulatory authority of the State Council and the securities
trading venues, and make an announcement, stating the
cause of the event, the current status and the possible legal
consequences. Significant events referred to in the preceding

paragraph shall include:

(1) significant change in the business strategy and scope of

business;

(2) significant investments of the company, the significant assets
purchased and sold by the company within a year which exceed
30% of the company's total assets, or a one-time mortgage,
pledge, disposal or scrapping of key assets used in the company's

operation which exceeds 30% of such assets;

(3) the company enters into a significant contract, provides
significant guarantee or enters into related party transactions,
which may have a significant impact on the company's assets,

liabilities, rights and interests and business performance;

(4) the company incurs major debts and defaults on repayment of

major debts which are due;

(5) the company incurs serious damages or serious losses;

(6) significant change in the external conditions of the company's

business operation;

(7) there is a change in the company's directors or in more than
one-third of the supervisors or managers, and the Chairman or the

managers is/are unable to perform the duties;

(8) change in shareholding or controlling stake of shareholders
holding more than 5% of the company's shares or the actual
controlling party, and relatively significant change in businesses
undertaken by the company's actual controlling party and other

enterprises it controls which are identical or similar to the
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company's businesses;

(9) the company's plan for profit distribution and capital increase,
significant change in the company's equity structure, the
company's decision on capital reduction, merger, division,
dissolution and application for bankruptcy, or where the company
is in bankruptcy proceedings or ordered to close down pursuant to

the law;

(10) the company is involved in a major litigation or arbitration, and
a resolution passed by the company's shareholders' general
meeting or board of directors is revoked or declared invalid

pursuant to the law;

(11) the company is undergoing investigation pursuant to the law
for an alleged criminal offence, and the company's controlling
shareholders, actual controlling party, directors, supervisors or
senior management personnel are subject to enforcement

measures pursuant to the law for an alleged criminal offence; and

(12) any other matters stipulated by the securities regulatory

authority of the State Council.

Where the company's controlling shareholder(s) or actual
controlling party has/have a relatively significant impact on the
occurrence or progress of a significant event, they shall promptly
notify the company in writing of the relevant information, and
cooperate with the company in performance of information

disclosure obligation.
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Article 81 Upon occurrence of a significant event which may
have a significant impact on the trading price of listed
corporate bonds and the investors are yet to be informed, the
company shall forthwith submit an ad hoc report on
information of the said significant event to the securities
regulatory authority of the State Council and the stock
exchange, and make an announcement, stating the cause of
the event, the current status and the possible legal
consequences. Significant events referred to in the preceding

paragraph shall refer to:

(1) significant change in the company's equity structure or

production and business status;

(2) change in credit rating of the corporate bonds;

(3) mortgage, pledge, sale, transfer or scrapping of the company's

significant assets;
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(4) the company is unable to repay debts which are due;

(5) the company's additional borrowings or guarantee to external
parties exceed 20% of the net assets as at end of the preceding

year;

(6) the creditor's rights or assets waived by the company exceed

10% of the net assets as at end of the preceding year;

e company Incurs signiricant losses wnich excee 0 O e
(7) th yi ignificant | hich d 10% of th

net assets as at end of the preceding year;

(8) the company distributes dividends and makes decisions on
capital reduction, merger, division, dissolution and bankruptcy
application, or the company is in bankruptcy proceedings or

ordered to close down pursuant to the law;

(9) major litigation or arbitration involving the company;

(10) the company is under investigation pursuant to the law for an
alleged criminal offence, and the company's controlling
shareholder(s), actual controlling party, directors, supervisors and
senior management personnel are subject to enforcement

measures pursuant to the law for an alleged criminal offence; and

(11) any other matters stipulated by the securities regulatory

authority of the State Council.

44/118



rpAe N RILAIEES 9% (2019 1811)

FWMA, AFHFEBBR . bR
AN EF WF SPEEANR
PRI SRAPAIE RIS ) 15 it 5

() H S BeiE s B

BRI R E A 00

BINTZHF RITARHEE,
e B BN DN IR SR AT SCAF

AE R 2528 T A B

RAT NN FES N A EHE
Gt il PR IE 55 AT ST AN 5 JI4 75 32k
ITHERIF R PSR, %
N 253 A E .

KATANESR ., WHEMELE
BN RN RAERAT N 2F
W FEER, PrikEErE B Ak,
HERf . TEHE.

EHE, WEMEZEEARTT
IEORIEUE SR RAT SCAE AN E 4R 5
B EEVE #ERITE. e
A5, NS ES A E LT
REGNIHGREE, KT AN Y
Wik RAITAATHER, EHE.

& Wolters Kluwer FiRlseT> sH2EE,

Article 82 The directors and senior management personnel of
the issuer shall sign the written confirmation opinion for
securities offering documents and regular reports. The board
of supervisors of the issuer shall examine the securities offering
documents and regular reports formulated by the board of directors
and issue a written examination opinion. The supervisors shall sign

the written confirmation opinion.

The directors, supervisors and senior management personnel of
the issuer shall ensure that the issuer discloses information
promptly and fairly, and that the information disclosure is true,

accurate and complete.

Where the directors, supervisors and senior management
personnel are unable to assure the veracity, accuracy and integrity
of the contents of the securities offering documents and regular
reports or have objection thereto, they shall express their opinion
in the written confirmation opinion and state the reason, and the
issuer shall disclose. Where the issuer does not disclose, the
directors, supervisors and senior management personnel may

apply for disclosure directly.
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Article 83 Information disclosed by information disclosure
obligors shall be disclosed to all investors at the same time
and shall not be disclosed beforehand to any organisation or
individual, unless otherwise stipulated by laws and
administrative regulations. No organisation or individual shall
illegally require an information disclosure obligor to provide
information which are required to be disclosed by law but yet to be
disclosed. Any organisation and individual that are aware of the
aforesaid information beforehand shall keep the information

confidential before the information is disclosed pursuant to the law.

Article 84 In addition to the information which are required to
be disclosed by law, information disclosure obligors may
voluntarily disclose information which relates to value judgement
and investment decision-making by investors, but such information
shall not contradict the information which are required to be

disclosed by law, and shall not mislead investors.

An issuer and its controlling shareholders, actual controlling party,
directors, supervisors, senior management personnel etc. making
public commitments shall disclose. Where non-performance of
commitment causes investors to suffer losses, they shall bear

compensation liability pursuant to the law.
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Article 85 Where an Information disclosure obligor fails to
disclose information pursuant to the provisions, or the
announced securities offering documents, regular reports, ad
hoc reports and other information disclosure materials
contain false records, misrepresentation or material omission,
causing investors to suffer losses in securities trading, the
information disclosure obligor shall bear compensation
liability; the issuer's controlling shareholder(s), actual
controlling party, directors, supervisors, senior management
personnel and other directly accountable personnel, as well
as the sponsor, the underwriter and their directly accountable
personnel shall bear compensation liability jointly and
severally with the issuer, except where they can prove that
they are not at faulit.

Article 86 Information which are required to be disclosed by
law shall be published on the stock exchange's website and
media which satisfy the criteria stipulated by the securities
regulatory authority of the State Council, and simultaneously
placed at the domicile of the company and the stock

exchange for public inspection.

Article 87 The securities regulatory authority of the State
Council shall supervise and manage the information
disclosure activities of information disclosure obligors. Stock
exchanges shall supervise information disclosure by information
disclosure obligors who trade securities organised by the stock

exchange and urge them to disclose information in a timely and
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accurate manner pursuant to the law.

Chapter 6 Investor Protection

Article 88 When a securities company sells securities and
provides services to an investor, it shall, pursuant to the
provisions, fully understand the basic information, property
conditions, conditions of financial assets, investment
knowledge and experience, professional expertise etc. of the
investor; explain the key contents of the securities and
services truthfully, and fully disclose investment risks; sell
and provide securities and services which match the
aforesaid conditions of the investor. At the time of purchasing
securities or accepting services, the investor shall provide the
information set out in the preceding paragraph truthfully in
accordance with the express requirements stipulated by the
securities company. Where the investor refuses to provide or does
not provide information in accordance with the requirements, the
securities company shall inform the investor of the consequences,
and refuse to sell securities and provide services pursuant to the

provisions.

Where the securities company violates the provisions of the first
paragraph and causes investors to suffer losses, it shall bear the

corresponding compensation liability.
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Article 89 Investors may be divided into normal investors and
professional investors based on property conditions, financial
asset conditions, investment knowledge and experience,
professional expertise etc. The standards for professional
investors shall be stipulated by the securities regulatory
authority of the State Council. Where there is a dispute between
a normal investor and a securities company, the securities
company shall prove that its action complies with laws,
administrative regulations and the provisions of the securities
regulatory authority of the State Council. Where the securities
company is unable to prove, it shall bear the corresponding

compensation liability.

Article 90 An investor protection organisation (hereinafter
referred to as the "investor protection organisation")
established by the board of directors, independent directors
or shareholders holding more than 1% of the voting rights
shares of a listed company or established pursuant to laws,
administrative regulations or the provisions of the securities
regulatory authority of the State Council may act as a
solicitor, either by itself or by entrusting a securities company
or a securities service organisation, to openly request the
shareholders of the listed company to entrust the investor
protection organisation to attend a shareholders’ general
meeting on their behalf, and to exercise shareholder's rights
such as the right to propose a motion and to vote etc. on their
behalf. When the solicitor collects shareholder's rights pursuant to
the provisions of the preceding paragraph, it shall disclose the

collection documents, and the listed company shall cooperate.

It is prohibited to solicit shareholder's rights publicly in a paid or
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disguised paid manner.

Where the solicitation of shareholder's rights violates laws,
administrative regulations or the relevant provisions of the
securities regulatory authority of the State Council, causing the
listed company or other shareholders to suffer losses,

compensation liability shall be borne pursuant to the law.

Article 91 Listed companies shall specify in their articles of
association the detailed arrangements and decision-making
procedures for distributing cash dividends and protect the
shareholders' rights to return on assets pursuant to the

law. Where a listed company has a profit after making up losses
and accrual of statutory reserve from the current year's profit after
tax, it shall distribute cash dividends in accordance with the

provisions of the company's articles of association.

Article 92 For public offering of corporate bonds, a meeting of
bondholders shall be established, and the convening
procedures, rules of procedure and other significant matters
of meetings of bondholders shall be stated in the

prospectus. For public offering of corporate bonds, the issuer

shall engage a bond trustee for the bondholders and enter into a
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bond trustee management agreement with the bond trustee. The
bond trustee shall be the underwriter of the current offering, or an
organisation recognised by the securities regulatory authority of
the State Council; the meeting of bondholders may resolve on
change of bond trustee. The bond trustee shall be diligent and
responsible, perform entrusted management duties equitably, and

shall not harm the interests of bondholders.

Where the issuer of bonds fails to pay the principal and interest of
the bonds on schedule, the bond trustee may be entrusted by all or
some of the bondholders, to initiate or participate in a civil lawsuit
or liquidation proceedings on behalf of the bondholders in his/her

own name.

Article 93 Where an issuer commits fraudulent offering,
misrepresentation or any other major legal violation, thus
causing investors to suffer losses, the issuer's controlling
shareholder(s), actual controlling party and the relevant
securities company may entrust the investor protection
organisation to reach an agreement on compensation matters
with the investors who have suffered losses, and make
compensation first. After making compensation in advance,
they may seek recourse from the issuer and other parties who

are jointly and severally liable.
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Article 94 Where there is a dispute between an investor and
the issuer or the securities company etc, both parties may
apply to the investor protection organisation for mediation.
Where there is a dispute between a normal investor and a
securities company over a securities transaction, and the
normal investor requests for mediation, the securities
company shall not refuse. The investor protection organisation
may support the investors pursuant to the law to file a lawsuit with
a people's court against an act which harms the interests of

investors.

Where the issuer's directors, supervisors, senior management
personnel violates laws, administrative regulations or the
provisions of the company's articles of association in the
performance of corporate duties and causes the company to suffer
losses, or where the issuer's controlling shareholder(s) or actual
controlling party etc infringes upon the company's legitimate rights
and interests and causes the company to suffer losses, if the
investor protection organisation holds the shares of the said
company, it may file a lawsuit with a People's Court in its own
name for the company's interests, and the shareholding ratio and
shareholding period shall not be subject to restrictions stipulated in

the Company Law of the People's Republic of China.

Article 95 When an investor files a securities civil
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compensation lawsuit pertaining to misrepresentation etc, if
the litigation subject matter is the same type and there are
multiple persons in one party, a representative may be
appointed for the lawsuit pursuant to the law. In a lawsuit filed
pursuant to the provisions of the preceding paragraph, where there
may be many other investors who have the same litigation request,
the People's Court may make an announcement, state the
information of the case of the said litigation request, and notify the
investors to register with the People's Court within a certain period.
The judgment or ruling of the People's Court are binding on the

investors who participate in the registration.

An investor protection organisation entrusted by more than 50
investors may participate in the lawsuit as a representative, and
register with a People's Court pursuant to the provisions of the
preceding paragraph for rights holders who are confirmed by a
securities registration and settlement organisation, except where
the investors clearly state that they are unwilling to participate in

the lawsuit.

Chapter 7 Stock Trading Venues

Article 96 Stock exchanges and other nationwide securities
trading venues approved by the State Council shall provide
the venue and facilities for centralised trading of securities,
organise and supervise securities trading, implement self-

regulatory administration, complete registration pursuant to

the law, and obtain legal person status. Establishment, change
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and dissolution of stock exchanges and other nationwide securities
trading venues approved by the State Council shall be determined
by the State Council.

The organisation, administrative measures etc for other nationwide
securities trading venues approved by the State Council shall be

stipulated by the State Council.

Article 97 Stock exchanges and other nationwide securities
trading venues approved by the State Council may establish
different market tiers in accordance with factors such as type

of securities, industry characteristics, scale of company etc.

Article 98 Regional equity markets established pursuant to the
provisions of the State Council shall provide the premises and
facilities for offering and transfer of privately-offered
securities; detailed administrative measures shall be

stipulated by the State Council.

Article 99 Stock exchanges shall perform self-regulatory
administrative duties, comply with the principle of prioritising
public interest, and safeguard market fairness, order and
transparency. A set of articles of association shall be formulated
for establishment of a stock exchange. Formulation and
amendment of the articles of association of a stock exchange shall
be subject to approval of the securities regulatory authority of the

State Council.
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Article 100 The words "stock exchange” shall be included in
the name of a stock exchange. Other organisation or
individual shall not use the name of a stock exchange or a

similar name.

Article 101 The disposable revenue of a stock exchange from
various fees shall first be used to ensure the normal operation
and gradual improvement of the exchange's securities trading
venues and facilities. The asset accumulation of a stock
exchange that implements a membership system is owned by the
exchange's members, and its rights and interests are shared by
the members. During its existence, the property accumulation shall
not be distributed to members.

Article 102 Stock exchanges which implement a membership
system shall establish a council and a board of supervisors. A
stock exchange shall appoint a general manager who is appointed
and removed by the securities regulatory authority of the State
Council.

Article 103 Under the circumstances specified in Article 146 of
the Company Law of the People's Republic of China or one of
the following circumstances, a person shall not be appointed

as the person-in-charge of a stock exchange: (1) the person-in-
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charge of a stock exchange or securities registration and
settlement organisation, or a director, supervisor or senior
manager of a securities company who was dismissed due to an
illegal act or disciplinary violation committed, and a five-year period

has not elapsed since the date of dismissal; and

(2) a lawyer, a certified public accountant or a professional staff
member of a securities service organisation whose practice
certificate was revoked or whose qualifications were cancelled due
to an illegal act or disciplinary violation committed, and a period of
five years has not elapsed since the date of revocation of practice

certificate or cancellation of qualification.

Article 104 Practitioners of a stock exchange, securities
registration and settlement organisation, securities service
organisation or securities company who were dismissed due
to an illegal act or disciplinary violation committed, as well as
civil servants of State agencies who were dismissed, shall not

be employed by a stock exchange.

Article 105 Participants of centralised trading on a stock
exchange which implements a membership system shall be
limited to members of the stock exchange. The stock
exchange shall not allow non-members to participate directly

in centralised trading of shares.
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Article 106 An investor shall enter into a securities trading
entrustment agreement with a securities company, and open a
real-name securities trading account with the securities
company, and instruct the securities company to purchase
and sell securities on his/her behalf in writing, via telephone
instruction, self-service terminal instruction or online

instruction etc.

Article 107 Securities companies opening accounts for
investors shall, pursuant to the provisions, verify the identity
information provided by the investor. Securities companies

shall not provide the account of an investor for others to use.

Investors shall use their real-name accounts for trading.

Article 108 Securities companies shall submit a declaration of
securities transaction in accordance with the instruction of
the investor and pursuant to the securities trading rules,
participate in centralised trading on the stock exchange, and
assume the corresponding liability for settlement and delivery
based on the trading outcome. Securities registration and
settlement organisations shall carry out settlement and
delivery of securities and funds with the securities companies
based on the trading outcome and in accordance with the
settlement and delivery rules, and handle registration and
transfer formalities for the clients of the securities

companies.
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Council. Where the occurrence of an emergency stipulated in the
preceding paragraph causes significant unusual securities trading
outcome, if delivery of securities in accordance with the trading
outcome has a significant impact on the normal order of securities
trading and market fairness, the stock exchange may take
measures such as cancelling transactions and notifying securities
registration and settlement organisation to suspend settlement in
accordance with business rules, and shall promptly report to the
securities regulatory authority of the State Council and make an

announcement.

The stock exchange shall not bear civil compensation liability for
losses incurred as a result of the measures it has taken pursuant

to the provisions of this Article, except where there is a major fault.

Article 112 Stock exchanges shall implement real time
monitoring of securities transactions, and report abnormal
transactions in accordance with the requirements of the
securities regulatory authority of the State Council. The stock
exchange may, based on the needs and in accordance with the
business rules, restrict trading by investors whose securities
accounts show significant abnormal transactions, and promptly

report to the securities regulatory authority of the State Council.
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Article 113 Stock exchanges shall strengthen risk monitoring
for securities trading, and where there is significant unusual
fluctuation, the stock exchange may, in accordance with the
business rules, adopt measures such as restriction of trading,
mandatory suspension of trading etc., and report to the
securities regulatory authority of the State Council; where the
stability of securities market is seriously compromised, the
stock exchange may, in accordance with the business rules,
adopt measures such as stock halt and make an
announcement. The stock exchange shall not bear civil
compensation liability for losses incurred due to measures adopted
pursuant to the provisions of this Article, except where there is a
major fault.

Article 114 Stock exchanges shall accrue a certain percentage
of trading fees, membership fees and seat fees collected to
establish a risk fund. The risk fund shall be managed by the
council of the stock exchange. The specific ratio for accruals to
the risk fund and the method of use thereof shall be formulated by
the securities regulatory authority of the State Council jointly with

the finance department of the State Council.

Stock exchanges shall deposit their risk fund into a designated

bank account and shall not use the risk fund arbitrarily.
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Article 115 Stock exchanges shall formulate listing rules,
trading rules, member management rules and other relevant
business rules pursuant to laws, administrative regulations
and the provisions of the securities regulatory authority of the
State Council, and submit such rules to the securities
regulatory authority of the State Council for

approval. Securities trading on a stock exchange shall comply
with the business rules formulated pursuant to the law by the stock
exchange. Violation of the business rules shall be subject to
disciplinary action or other self-regulatory measures imposed by

the stock exchange.

Article 116 The person-in-charge and other practitioners of a
stock exchange shall abstain from handling a securities
transaction in which he/she or any of his/her relatives is an

interested party.

Article 117 The trading outcome of a securities transaction
carried out in accordance with the trading rules formulated
pursuant to the law shall not be varied, except under the

circumstances stipulated in the second paragraph of Article
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111. The civil liability of the parties to an illegal transaction
shall not be waived; gains on illegal transactions shall be

handled pursuant to the relevant provisions.

Chapter 8 Securities Companies

Article 118 Establishment of a securities company shall be
subject to examination and approval by the securities
regulatory authority of the State Council. (1) the articles of
association of the securities company shall comply with the

provisions of laws and administrative regulations;

(2) the key shareholder(s) and the actual controlling party of the
company shall have good financial status and creditworthiness
records, and have no record of major violation during the past

three years;

(3) the registered capital of the company shall comply with the

provisions of this Law;

(4) the directors, supervisors, senior management personnel and

practitioners shall satisfy the criteria stipulated in this Law;

(5) proper risk management and internal control systems are in

place;

(6) the business premises, business facilities and information

technology system satisfy the criteria; and

(7) satisfies all other requirements stipulated by laws,
administrative regulations and the securities regulatory authority of

the State Council.

Without approval of the securities regulatory authority of the State
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Council, no organisation or individual shall carry out securities

business activities in the name of a securities company.

Article 119 The securities regulatory authority of the State
Council shall, within six months from acceptance of an
application for establishment of securities company, examine
the application in accordance with statutory criteria and
statutory procedures and the principle of prudential
supervision, decide on approval or non-approval, and notify
the applicant; where the application is not approved, the
reason shall be stated. Where an application for establishment of
securities company is approved, the applicant shall complete
establishment registration with the company registration authority

within the stipulated period and obtain a business licence.

Securities companies shall apply to the securities regulatory
authority of the State Council for a securities business permit
within 15 days from obtaining the business licence. Securities
companies which have not obtained a securities business permit

shall not operate securities business.
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Ly resesA
() MR investment activities;

(=) TFEER s (4) securities underwriting and sponsoring;

(5) margin trading and short-selling;
(=) HUEHLZ S &%

(6) securities market making;

B SR 55 ] 5

(7) proprietary securities business; and
(M9 R AR 5 R

(8) other securities businesses.
SRR The securities regulatory authority of the State Council shall, within
three months from the date of acceptance of an application for a
() EFFHT AL ) 5 matter stipulated in the preceding paragraph, examine the
application in accordance with statutory criteria and procedures,
(b)) iFAAE, decide on approval or non-approval, and notify the applicant;

where the application is not approved, the reason shall be stated.

MBI 2l 5
O\ FAtbi 3155 « Securities companies operating securities asset management

business shall comply with the provisions of the Securities
] 45 B ik 77 e B BELAI B2 2 Investment Fund Law of the People's Republic of China and other
e e s __laws and administrative regulations.
(1S B AR A T B 2 = J
ANAW, WREEE MR F 4T Except for securities companies, no organisation or individual shall

engage in securities underwriting, securities sponsorship,
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securities brokerage and securities margin trading and short-

selling businesses.

Securities companies engaging in securities margin trading and
short-selling business shall adopt measures to prevent and control
risks stringently and shall not violate the provisions to lend funds or

securities to their clients.

Article 121 For securities companies operating businesses set
out in item (1) to item (3) of the first paragraph of Article 120
of this Law, the minimum registered capital shall be RMB50
million; for securities companies operating any of the
businesses set out in item (4) to item (8), the minimum
registered capital shall be RMB100 million; for securities
companies operating two or more businesses set out in item
(4) to item (8), the minimum registered capital shall be
RMB500 million. The registered capital of securities
companies shall be fully paid-up. The securities regulatory
authority of the State Council may adjust the minimum amount of
registered capital based on the principle of prudential supervision

and the risk extent of the business, however the adjusted amount
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shall not be lower than the relevant amount provided in the

preceding paragraph.

Article 122 Change of scope of securities business, change of
key shareholders or the company's actual controlling party,
merger, division, closure, dissolution and bankruptcy of a
securities company shall be subject to approval by the

securities regulatory authority of the State Council.

Article 123 The securities regulatory authority of the State
Council shall stipulate net capital and other risk control
indicators for securities companies. Securities companies shall
not provide financing or guarantee for their shareholders or related

parties of the shareholders.

Article 124 The directors, supervisors and senior management
personnel of securities companies shall be honest, morally
upright, be familiar with the provisions of securities laws and
administrative regulations and possess business
management abilities to perform their duties. Appointment
and removal of directors, supervisors and senior management

personnel of securities company shall be filed with the
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securities regulatory authority of the State Council. The
following persons or persons stated in Article 146 of the Company
Law of the People's Republic of China shall not be appointed as a
director, supervisor or senior management personnel of a

securities company:

(1) the person-in-charge of a stock exchange or securities

registration and settlement organisation, or a director, supervisor
or senior manager of a securities company was dismissed for an
illegal act or disciplinary violation committed, and a period of five

years has not elapsed since the date of dismissal; and

(2) a lawyer, a certified public accountant or a professional staff
member of a securities service organisation whose practice license
has been revoked or disqualified for an illegal act or disciplinary
violation committed, and a period of five years has not elapsed
from the date on which their practice license was revoked or

disqualified.

Article 125 Securities practitioners of securities companies
shall be morally upright, and possess the professional
expertise required for conducting securities

business. Practitioners of a stock exchange, securities registration
and settlement organisation, securities service organisation or

securities company who were dismissed for an illegal act or
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disciplinary violation, as well as civil servants of State agencies

who were dismissed, shall not be employed by a stock exchange.

Civil servants of State agencies and other personnel prohibited by
the laws and administrative regulations to hold concurrent position
in a company shall not hold concurrent position in a securities

company.

Article 126 A securities investors protection fund shall be
established by the State. The securities investors protection
fund shall comprise funds contributed by the securities
companies and other funds raised pursuant to the law.
Detailed measures on fund scale, fundraising, management

and usage shall be formulated by the State Council.

Article 127 Securities companies shall accrue a trading risk
reserve from their annual business revenue, to be used for
recovery of securities trading losses; the specific accrual
ratio shall be stipulated by the securities regulatory authority
of the State Council jointly with the finance department of the

State Council.
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Article 128 Securities companies shall establish a proper
internal control system and adopt effective separation
measures to prevent conflict of interests between the
company and its clients and among the clients. Securities
companies shall separate their securities brokerage business,
securities underwriting business, securities proprietary business,
securities market making and securities asset management

business; mixed operations shall not be allowed.

Article 129 The proprietary business of a securities company
shall be conducted in its own name and shall not be
conducted in the name of others or in the name of an
individual. The proprietary business of a securities company shall

use its own funds and funds raised pursuant to the law.

Securities companies shall not lend their proprietary account to

others for use.

Article 130 Securities companies shall carry out business
prudently pursuant to the law, be diligent and responsible,
honest and trustworthy. The business activities of a securities
company shall correspond to its governance structure, internal
control, compliance management as well as risk control indicators,
practitioners' composition etc, and comply with the requirements of
prudent supervision and protection of legitimate rights and

interests of investors.

Securities companies shall have the rights to operate
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independently pursuant to the law and their legitimate operations

shall not be interfered with.

Article 131 The trading settlement funds of the clients of a
securities company shall be deposited with a commercial
bank and shall be managed under a separate account opened
in the name of each client. Securities companies shall not
classify the trading settlement funds and securities of their clients
as their own assets. No organisation or individual shall
misappropriate the trading settlement funds and securities of their
clients in any form. Where a securities company is bankrupt or
under liquidation, the trading settlement funds and securities of
their clients shall not be classified under bankruptcy assets or
liquidation assets. The trading settlement funds and securities of a
client shall not be seized, frozen, deducted or enforced, unless for
the client's own debts or under other circumstances provided by

the laws.

Article 132 Securities companies engaging in brokerage
business shall provide a standardised letter of entrustment
for securities trading for use by the principals. Entrustment
records shall be kept for other forms of

entrustment. Regardless of whether the client's securities trading

entrustment is completed or not, its entrustment records shall be
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kept in the securities company for the stipulated period.

Article 133 A securities company being entrusted to trade
securities shall trade on behalf of the client in accordance
with the trading rules and based on the description, purchase
or sell quantity, price offering method and price range etc. set
out in the letter of entrustment, and shall keep proper records
of trading; upon completion of a deal, a trading slip shall be
produced and delivered to the client in accordance with the
regulations. The reconciliation statement which confirms a
transaction and the trading outcome for each transaction shall be
truthful, to ensure consistency between the balance of the

securities on the books and actual holding of the securities.

Article 134 Securities companies engaging in brokerage
business shall not accept discretionary orders of the clients
to decide on securities trading, select the types of securities
or decide on purchasing or selling quantity or purchasing or
selling price. Securities companies shall not allow others to
participate in centralised trading directly in the name of the

securities company.
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Article 135 Securities companies shall not give undertaking to
the clients in respect of gains on securities trading or

compensation of securities trading losses.

Article 136 Where a practitioner of a securities company
violates trading rules in securities trading activities when
executing instructions of the securities company or making
use of his/her work capacity, the securities company shall
bear full liability. A securities company and its practitioners shall

not accept clients' entrustment for securities trading in private.

Article 137 Securities companies shall establish a client
information enquiry system, to ensure that their clients can
enquire into account information, entrustment records,
trading records as well as other important information which
relates to acceptance of services or purchase of

products. Securities companies shall retain all information on
account opening, entrustment records, trading records, internal
management and business operations properly; no one shall
conceal, forge, tamper with or destroy such information. The
aforesaid information shall be retained for a period of not less than

20 years.

Article 138 Securities companies shall submit their business

and financial information and materials to the securities
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regulatory authority of the State Council pursuant to the
provisions. The securities regulatory authority of the State
Council shall have the right to require a securities company
and its shareholders and actual controlling party to provide
the relevant information and materials within a stipulated
period. Information and materials submitted by securities
companies and their shareholders and actual controlling party to
the securities regulatory authority of the State Council shall be

true, accurate and complete.

Article 139 The securities regulatory authority of the State
Council may, where it deems necessary, appoint an
accounting firm, an asset valuation organisation to conduct
an audit of the financial status, internal control status, and
valuation of the assets of a securities company. Detailed
measures shall be formulated by the securities regulatory
authority of the State Council jointly with the relevant

authorities.

Article 140 Where the governance structure, compliance
management, risk control indicators of a securities company
do not comply with the provisions, the securities regulatory
authority of the State Council shall order the securities
company to make correction within a stipulated period; where
correction is not made within the stipulated period or the non-
compliance has a serious impact on the steady operations of
the securities company or the rights and interests of the

clients, the securities regulatory authority of the State Council
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may adopt the following measures based on the
circumstances: (1) restrict business activities, order it to suspend

some businesses, and cease approval for new businesses;

(2) restrict distribution of bonuses, and restrict payment of
remuneration and provision of incentives to its directors,

supervisors and senior management personnel;

(3) restrict transfer of assets, or create other rights on the assets;

(4) order the securities company to replace its directors,
supervisors and senior management personnel, or impose

restrictions on their rights;

(5) revoke the relevant business permit(s);

(6) blacklist accountable directors, supervisors or senior

management personnel as inappropriate candidates; and

(7) order accountable shareholders to transfer their shares or
restricting accountable shareholders from exercising shareholder's

rights.

Upon correction by the securities company, it shall submit a report
to the securities regulatory authority of the State Council. The
securities regulatory authority of the State Council shall, upon
examination and acceptance, lift the relevant restrictive measure(s)
stipulated in the preceding paragraph within three days from the
date of examination and acceptance, if the governance structure,
compliance management and risk control indicators meet the

requirements.
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Article 141 Where a shareholder of a securities company
makes false capital contribution or withdraws capital
contribution, the securities regulatory authority of the State
Council shall order it to make correction within a time limit,
and may order the shareholder to transfer the shareholding in
the securities company. Prior to correction of the illegal act or
transfer of shareholding by the aforesaid shareholder stipulated in
the preceding paragraph, the securities regulatory authority of the

State Council may restrict his/her shareholder's rights.

Article 142 Where a director, supervisor or senior manager of
a securities company fails to perform due diligence, causing
the securities company to commit a major violation of law or
regulation or be exposed to significant risks, the securities
regulatory authority of the State Council may order the
company to replace the director, supervisor or senior

manager.

Article 143 Where a securities company commits illegal
operations or is exposed to significant risks which seriously

compromises securities market order and harms the interests
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of investors, the securities regulatory authority of the State
Council may order the securities company to suspend
operations for correction, appoint a receiver for the securities

company or revoke the securities company etc.

Article 144 During the period where a securities company is
ordered to suspend business operation for correction, placed
under receivership pursuant to the law or being liquidated, or
where the securities company is exposed to significant risks,
upon approval by the securities regulatory authority of the
State Council, the following measures may be imposed on the
directors, supervisors and senior management personnel and
other directly accountable personnel: (1) inform the immigration

authorities to stop such persons from leaving China; and

(2) apply to the judicial authorities to prohibit removal or transfer of
assets or disposal of assets via other means or create other rights

on the assets.

Chapter 9 Securities Registration and Settlement

Organisations

Article 145 Securities registration and settlement
organisations provide centralised registration, custody and
settlement services for securities trading, shall not be profit-
orientated, and shall be registered pursuant to the law and

obtain legal person status. Establishment of securities
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(6) handling queries related to the aforesaid matters, information

services; and

(7) other businesses approved by the securities regulatory

authority of the State Council.

Article 148 The registration and settlement of securities
traded on the stock exchanges and other nationwide
securities trading venues approved by the State Council shall
adopt a centralised and unified operation method across the
country. For securities other than those specified in the preceding
paragraph, the registration and settlement of securities may be
entrusted to a securities registration and settlement institution or
other institutions that engage in securities registration and

settlement business according to law.

Article 149 A securities registration and settlement
organisation shall formulate articles of association and
business rules pursuant to the law and submit to the
securities regulatory authority of the State Council for
approval. Participants of securities registration and
settlement business shall comply with the business rules

formulated by the securities registration and settlement
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organisation.

Article 150 Securities traded on a stock exchange or any other
nationwide securities trading venues approved by the State
Council shall be deposited with a securities registration and
settlement organisation. Securities registration and settlement
organisations shall not misappropriate the securities of their

clients.

Article 151 Securities registration and settlement
organisations shall provide the register of securities holders
and the relevant information to the securities issuer. Securities
registration and settlement organisations shall, based on the
outcome of securities registration and settlement, confirm the fact
of securities holding by a securities holder, and provide registration

information of a securities holder.

Securities registration and settlement organisations shall ensure
that the records in the register of securities holders and register of
transfers are true, accurate and complete, and shall not be

conceal, forge, tamper with or destroy the records.

Article 152 Securities registration and settlement
organisations shall adopt the following measures to ensure
normal conduct of business: (1) implement the requisite service

facilities and comprehensive data protection measures;

(2) implement proper business, financial and security management
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systems; and

(3) implement a proper risk management system.

Article 153 Securities registration and settlement
organisations shall keep the original certificates and the
relevant documents and materials on registration, custody
and settlement properly. The retention period is not less than

20 years.

Article 154 Securities registration and settlement
organisations shall set up a securities settlement risk fund to
be used for making advance payment or making up of losses
of the securities registration and settlement organisation
arising from a default on delivery, technical fault, operational
malfunction or a force majeure event. The securities settlement
risk fund shall be accrued from the business revenue and gains of
the securities registration and settlement organisation and may be
contributed by the settlement participants in accordance with a

certain percentage of the securities trading volume.

The measures on fundraising and management of the securities
settlement risk fund shall be formulated by the securities regulatory
authority of the State Council jointly with the finance department of

the State Council.
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Article 155 The securities settlement risk fund shall be
deposited into a designated bank account and be subject to
specific administration. Upon making compensation using the
risk fund, the securities registration and settlement organisation

shall seek recourse from the party liable.

Article 156 The application for dissolution of a securities
registration and settlement organisation shall be subject to
approval of the securities regulatory authorities of the State

Council.

Article 157 Investors entrusting a securities company to carry
out securities trading shall open and maintain a securities
account at a securities registration and settlement
organisation through the securities company. The securities
registration and settlement organisation shall open securities
accounts for investors pursuant to the provisions. Investors
applying for opening of securities account shall hold legal
documents proving the identity of a citizen, legal person or
partnership enterprise of the People's Republic of China, unless

otherwise stipulated by the State.

Article 158 Where a securities registration and settlement
organisation provides securities settlement services as a

central counterparty, it shall be the common clearing and
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service organisations providing securities investment
advisory, asset valuation, credit rating, financial advisory,
information technology system services shall be diligent and
responsible, perform their duties with dedication, and provide
services pertaining to securities trading and the relevant
activities in accordance with the relevant business

rules. Organisations engaging in securities investment advisory
service business shall be subject to approval by the securities
regulatory authority of the State Council; without approval, they
shall not provide services for securities trading and the relevant
activities. Organisations engaging in other securities service
businesses shall file records with the securities regulatory authority

of the State Council and the relevant State Council departments.

Article 161 Investment advisory organisations and their
practitioners providing securities services shall not commit
the following acts: (1) carry out securities investment for the

principals;

(2) agree on sharing of investment gains or losses with the

principals;

(3) purchase or sell shares of companies which use the services of

the investment advisory organisation; or

(4) engage in other activities prohibited by laws and administrative

regulations.

Where any of the aforesaid acts causes the investors to suffer

losses, compensation liability shall be borne pursuant to the law.
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Article 162 Securities service organisations shall keep client
entrustment documents properly, examine and verify
materials, working drafts as well as information and materials
relating to quality control, internal management and business
operation; no one shall divulge, conceal, forge, tamper with or
mutilate such documents, information and materials. The
aforesaid information and materials shall be retained for not
less than 10 years, commencing from the date of completion

of business entrustment.

Article 163 Securities service organisations producing and
issuing audit reports and other assurance reports, asset
valuation reports, financial advisory reports, credit rating
reports or legal opinions for securities business activities
such as offering, listing and trading of securities etc shall
practice care and diligence to check and verify the veracity,
accuracy and integrity of the contents of the documents they
relied on. Where the document produced and issued by a
securities service organisation contains false records,
misrepresentation or major omission which causes others to
suffer losses, the securities service organisation shall bear
liability with the client jointly and severally, except where it

can prove that it is not at fault.
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Chapter 11 Securities Industry Association

Article 164 The securities industry association is a self-
regulatory organisation of the securities industry and a social
organisation legal person. Securities companies shall join the

securities industry association.

The authority of the securities industry association shall be the

members' congress comprising all members.

Article 165 The articles of association of the securities
industry association shall be formulated by the members'
congress and filed with the securities regulatory authority of

the State Council for records.

Article 166 The securities industry association shall perform
the following duties: (1) educate and organise the members as
well as practitioners to comply with the provisions of laws and
administrative regulations, organise and carry out development of
securities industry creditworthiness, supervise performance of

social responsibilities in the securities industry;

(2) safeguard the legal rights and interests of the members
pursuant to the law, and provide feedback on proposals and

requests of the members to the securities regulatory authorities;

(3) supervise members to carry out investor education and
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protection activities, and safeguard legitimate rights and interests

of investors;

(4) formulate and implement securities industry self-regulatory
rules, supervise and inspect conduct of members and their
practitioners, and impose disciplinary action or other self-regulatory
measures pursuant to the provisions on personnel who violate
laws, administrative regulations, self-governance rules or the

industry's articles of association.

(5) formulate securities industry business norms, and organise

business training for practitioners;

(6) organise members to carry out research in development,
operation of securities industry and the relevant contents in this
regard, collect, sort and publish securities-related information,
provide member services, organise industry exchange, and guide

industry innovative development;

(7) mediate securities business disputes between members,

between members and their clients; and

(8) other duties provided in the articles of association of the

securities industry association.
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Article 167 The securities industry association shall establish
a council. Members of the council shall be elected in

accordance with the provisions of the articles of association.

Chapter 12 Securities Regulatory Authorities

Article 168 The securities regulatory authority of the State
Council shall carry out supervision and administration of the
securities market pursuant to the law, safeguard the
transparency, fairness and equitableness of securities market,
prevent systemic risks, protect the legitimate rights and
interests of investors, and promote healthy development of

the securities market.

Article 169 The securities regulatory authority of the State
Council shall perform the following duties in the course of
supervision and administration of the securities market: (1)
formulate the relevant rules and regulations on supervision and
administration of the securities market pursuant to the law, process
examination and approval, verification and registration pursuant to

the law, and process filing;

(2) carry out supervision and administration on offering, listing,
trading, registration, custody and settlement of securities pursuant

to the law;

(3) carry out supervision and administration of the securities
businesses of securities issuers, securities companies, securities
service organisations, stock exchanges and securities registration

and settlement organisations pursuant to the law;
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(4) formulate the code of conduct pursuant to the law for securities

practitioners, and supervise the implementation thereof;

(5) supervise and inspect information disclosure for offering, listing

and trading of securities pursuant to the law;

(6) provide guidance and supervision for self-regulatory
administration of the securities industry association pursuant to the

law;

(7) monitor, prevent and deal with securities market risks pursuant

to the law;

(8) carry out investor education pursuant to the law;

(9) investigate and deal with securities violations pursuant to the

law; and

(10) perform any other duties stipulated by the laws and

administrative regulations.

Article 170 The securities regulatory authority of the State
Council shall perform its duties pursuant to the law and shall
have the right to adopt the following measures: (1) conduct
onsite inspection of securities issuers, securities companies,

securities service organisations, stock exchanges and securities
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registration and settlement organisations;

(2) enter the premises where the alleged illegal act took place, to

investigate and collect evidence;

(3) question the party(ies) concerned and organisation(s) and
individual(s) related to the investigation matter, and request them
to provide relevant information on the investigation matter; or
request them to submit documents and materials in relation to the

investigation matter in accordance with the designated method;

(4) inspect and make copies of documents and materials related to
the investigation matter such as property right registration and

correspondence records;

(5) inspect and make copies of securities trading records, transfer
registration records, financial accounting materials and other
relevant documents and materials of the party(ies) concerned and
organisation(s) and individual(s) related to the investigation matter;
and may seal up documents and materials which could be

removed, concealed or destroyed,;

(6) investigate the fund accounts, securities accounts and bank
accounts of the party(ies) concerned and organisation(s) and
individual(s) related to the investigation matter; where there is
evidence that the illegal funds or securities involved in the
investigation matter have been or could be removed or concealed
or there is sign of concealment, forgery or destruction of important
evidence, such illegal funds or securities or important evidence
may be frozen or seized with approval of the person-in-charge of
the securities regulatory authority of the State Council for six
months; where the period needs to be extended due to special
reason, each extension shall not exceed three months, and the
maximum period for freezing or sealing of evidence shall not

exceed two years;

(7) during the investigation of major securities violations such as

manipulation of securities market or insider trading etc, the
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Council may take measures such as ordering to make correction,
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Article 171 During the period when the securities regulatory
authority of the State Council investigates into an
organisation or individual suspected of committing a
securities violation, where the party under investigation
applies in writing and undertakes to rectify the alleged
violation within a period agreed by the securities regulatory
authority of the State Council, compensate the losses of the
relevant investors, and eliminate the damages or adverse
consequences, the securities regulatory authority of the State
Council may decide to suspend the investigation. Where the
investigated party performs the undertaking, the securities
regulatory authority of the State Council may decide to
terminate investigation; where the party under investigation
fails to perform the undertaking or falls under other
circumstances stipulated by the State Council, investigation
shall be resumed. Detailed measures shall be stipulated by
the State Council. Where the securities regulatory authority of the
State Council decides to suspend or terminate an investigation, it

shall disclose relevant information in accordance with regulations.
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Article 172 The securities regulatory authority of the State
Council shall carry out supervision, inspection or
investigation pursuant to the law; the number of supervision,
inspection and investigation personnel shall not be less than
two persons; they shall present their legal credentials and the
notice of supervision, inspection or investigation or other law
enforcement documents. Where there are less than two
personnel assigned for supervision, inspection or
investigation or where they fail to produce their credentials
and the notice of supervision, inspection or investigation or
other law enforcement documents, the organisation subject to
inspection or investigation shall have the right to refuse

inspection or investigation.

Article 173 The securities regulatory authority of the State
Council shall perform their duties pursuant to the law, and the
organisations and individuals subject to inspection or
investigation shall cooperate and provide the relevant
documents and information truthfully, and shall not refuse to

do so, or commit obstruction or concealment.

Article 174 The rules, regulations and regulatory work
systems formulated by the securities regulatory authority of
the State Council shall be made public pursuant to the

law. The securities regulatory authority of the State Council shall,
based on the investigation results, make public its punishment

decision on securities illegal acts.

Article 175 The securities regulatory authority of the State
Council shall establish a regulatory information sharing

mechanism with the other financial regulatory authorities of
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the State Council. When the securities regulatory authority of the
State Council carries out supervision, inspection or investigation

pursuant to the law, the relevant departments shall cooperate.

Article 176 Any organisation or individual shall have the right
to report an alleged securities violation to the securities
regulatory authority of the State Council. Where a real-name
report or lead for an alleged serious illegal act or violation is
verified and found to be true, the securities regulatory authority of
the State Council shall reward the person who submits the report

or lead pursuant to the provisions.

The securities regulatory authority of the State Council shall keep
confidentiality of the identity information of persons who submit a

report or a lead.

Article 177 The securities regulatory authority of the State
Council may establish a regulatory cooperation mechanism
with the securities regulatory authorities of another country or
region, to implement cross-border supervision and
administration. Overseas securities regulatory authorities shall
not carry out investigation and evidence collection etc. directly in
the People's Republic of China. Without the consent of the
securities regulatory authority of the State Council and the relevant
State Council department(s), no organisation or individual may
provide the documents and materials relating to securities

business activities to overseas parties arbitrarily.
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Article 178 Where the securities regulatory authority of the
State Council discovers during performance of duties
pursuant to the law, that a securities violation is suspected of
a crime, it shall forward the case to the judicial authorities for
handling; where a civil servant is suspected of violating the
law or committing a crime in his/her work, it shall refer the

case to the supervisory authorities for handling.

Article 179 Civil servants of the securities regulatory authority
of the State Council shall act with loyalty and in accordance
with the law, be impartial and incorruptible, and shall not
make use of official powers to seek improper gains, and shall
not divulge commercial secrets of the relevant organisations
and individuals which have come into their knowledge. Civil
servants of the securities regulatory authority of the State Council
shall not, during their term of office or within the post-appointment
period stipulated in the Civil Servants Law of the People's Republic
of China, be employed by an enterprise or any other profit-oriented
organisation which relates directly to their former work, and shall
not engage in profit-oriented activities which relate directly to their

former work.
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Chapter 13 Legal Liability

Article 180 Issuers making a public offering of securities
arbitrarily or in disguise which violate the provisions of Article
9 of this Law shall be ordered to stop the offering and return
the proceeds plus interest on bank deposits for the same
period, and be subject to a fine ranging from 1% to 5% of the
amount of the illegally raised proceeds; Companies which
make a public offering of securities arbitrarily or in disguise
shall be closed down by the relevant supervision and
administration authorities and the local people’s government
of county level or above. The person-in-charge and other
personnel who are directly accountable shall be issued a
warning and be subject to a fine ranging from RMB500,000 to

RMBS5 million simultaneously.

Article 181 Where an issuer conceals important facts or
fabricates significant false contents in its announced
securities offering documents, if the securities are yet to be
issued, it shall be subject to a fine ranging from RMB2 million
to RMB20 million; where the securities are issued, it shall be
subject to a fine ranging from 10% to 100% of the illegally
raised funds. The directly accountable person(s)-in-charge
and other directly accountable personnel shall be subject to a
fine ranging from RMB1 million to RMB10 million. Where the
controlling shareholder(s) or actual controlling party of the issuer

organises and instigates the illegal act stipulated in the preceding
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paragraph, illegal income shall be confiscated and a fine ranging
from 10% to 100% of the illegal income shall be imposed
simultaneously; where there is no illegal income or the amount of
illegal income is less than RMB20 million, a fine ranging from
RMB2 million to RMB20 million shall be imposed. The directly
accountable person(s)-in-charge and other directly accountable
personnel shall be given a warning shall be subject to a fine

ranging from RMB1 million to RMB10 million.

Article 182 Where a sponsor issues a sponsor letter which
contains false records, misrepresentation or major omission,
or does not perform other statutory duties, it shall be ordered
to make correction and given a warning, the business income
shall be confiscated, and a fine ranging from one time to 10
times the business income shall be imposed simultaneously;
where there is no business income or the amount of business
income is less than RMB1 million, a fine ranging from RMB1
million to RMB10 million shall be imposed; in serious cases,
the sponsor business permit shall be suspended or revoked
simultaneously. The directly accountable person(s)-in-charge
and other directly accountable personnel shall be given a
warning and be subject to a fine ranging from RMB500,000 to

RMB5 million simultaneously.
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Article 183 Where a securities company underwrites or sells
securities issued arbitrarily in a public offering directly or
under any pretext, it shall be ordered to stop underwriting or
selling, illegal income shall be confiscated, and a fine ranging
from one time to 10 times the amount of illegal income shall
be imposed simultaneously; where there is no illegal income
or the amount of illegal income is less than RMB1 million, a
fine ranging from RMB1 million to RMB10 million shall be
imposed; in serious cases, the relevant business permit shall
be suspended or revoked simultaneously. Where the
investors suffer losses as a result thereof, the securities
company shall bear compensation liability jointly and
severally with the issuer. The directly accountable person(s)-
in-charge and other directly accountable personnel shall be
given a warning and be subject to a fine ranging from
RMB500,000 to RMB5 million simultaneously.

Article 184 Where a securities company underwrites
securities in violation of the provisions of Article 29 of this
Law, it shall be ordered to make correction, given a warning,
illegal income shall be confiscated and a fine ranging from
RMB500,000 to RMB5 million may be imposed
simultaneously; in serious cases, the relevant business permit
shall be suspended or revoked. The directly accountable
person(s)-in-charge and other directly accountable personnel shall
be given a warning and may be subject to a fine ranging from
RMB200,000 to RMB2 million simultaneously; in serious cases, a
fine ranging from RMB500,000 to RMB5 million may be imposed

simultaneously.
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Article 185 Where an issuer violates the provisions of Article
14 and Article 15 of this Law in arbitrarily changing the usage
purpose for proceeds from the public offering of securities, it
shall be ordered to make correction and be subject to a fine
ranging from RMB500,000 to RMBS5 million; the directly
accountable person(s)-in-charge and other directly
accountable personnel shall be given a warning and be
subject to a fine ranging from RMB100,000 to RMB1 million
simultaneously. Where the controlling shareholder(s) or actual
controlling party of the issuer engages in or organises or instigates
the illegal act stipulated in the preceding paragraph, they shall be
given a warning and be subject to a fine ranging from RMB500,000
to RMBS5 million simultaneously; the directly accountable
person(s)-in-charge and other directly accountable personnel shall
be subject to a fine ranging from RMB100,000 to RMB1 million.

Article 186 Persons who violate the provisions of Article 36 of
this Law in transferring securities within the moratorium
period, or whose share transfer does not comply with laws,
administrative regulations and the provisions of the securities
regulatory authority of the State Council shall be ordered to
make correction, be given a warning, illegal income shall be
confiscated, and a fine of less than the equivalent value of the

securities purchased or sold shall be imposed
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simultaneously.

Article 187 Where a person prohibited by laws, administrative
regulations from participating in share trading violates the
provisions of Article 40 of this Law in holding, purchasing and
selling shares or other securities of equity nature directly or
using a pseudonym or in other's name, he/she shall be
ordered to dispose of the illegally held shares or securities of
equity nature pursuant to the law, illegal income shall be
confiscated and be subject to a fine of less than the
equivalent value of the securities purchased or sold
simultaneously; where the person is a civil servant, he/she

shall also be punished pursuant to the law.

Article 188 Securities service organisations and their
practitioners purchasing and selling securities in violation of
the provisions of Article 42 of this Law shall be ordered to
dispose of the illegally held securities pursuant to the law,
illegal income shall be confiscated and a fine of less than the
equivalent value of the securities purchased or sold shall be

imposed simultaneously.

Article 189 Where the directors, supervisors, senior
management personnel of a listed company or a company
whose shares are traded on a nationwide securities trading
venue approved by the State Council, as well as shareholders
holding more than 5% of the said company, violate the
provisions of Article 44 of this Law in purchasing or selling
the shares or other securities of equity nature of the said

company, they shall be given a warning and be subject to a
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fine ranging from RMB100,000 to RMB1 million

simultaneously.

Article 190 Persons who violate the provisions of Article 45 of
this Law in adopting program trading to affect the stock
exchange's system security or the order of normal trading
shall be ordered to make correction and be subject to a fine
ranging from RMB500,000 to RMB5 million simultaneously.
The directly accountable person(s)-in-charge and other
directly accountable personnel shall be given a warning and
be subject to a fine ranging from RMB100,000 to RMB1 million

simultaneously.

Article 191 Persons privy to insider information of securities
trading or persons who obtained insider information illegally
who violate the provisions of Article 53 of this Law in
engaging in insider trading shall be ordered to dispose of the
illegally held securities pursuant to the law, illegal income
shall be confiscated, and they shall be subject to a fine
ranging from one time to 10 times the amount of illegal
income simultaneously; where there is no illegal income or
the amount of illegal income is less than RMB500,000, a fine
ranging from RMB500,000 to RMB5 million shall be imposed.
Where an organisation engages in insider trading, the directly
accountable person(s)-in-charge and other directly
accountable personnel shall also be given a warning and be
subject to a fine ranging from RMB200,000 to RMB2 million
simultaneously. Civil servants of the securities regulatory
authority of the State Council who engage in insider trading
shall be subject to heftier punishment. Persons who violate the

provisions of Article 54 of this Law in making use of undisclosed
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information for trading shall be punished pursuant to the provisions

of the preceding paragraph.

Article 192 Persons who violate the provisions of Article 55 of
this Law in manipulating the securities market shall be
ordered to dispose of the illegally held securities pursuant to
the law, illegal income shall be confiscated and a fine ranging
from one time to 10 times the amount of illegal income shall
be imposed simultaneously; where there is no illegal income
or the amount of illegal income is less than RMB1 million, a
fine ranging from RMB1 million to RMB10 million shall be
imposed. Where an organisation manipulates the securities
market, the directly accountable person(s)-in-charge and
other directly accountable personnel shall be given a warning
and be subject to a fine ranging from RMB500,000 to RMB5

million simultaneously.

Article 193 For persons who violate the provisions of the first
paragraph and the third paragraph of Article 56 of this Law in
fabricating and disseminating false information or misleading
information to disrupt the securities market, illegal income
shall be confiscated and a fine ranging from one time to 10
times the amount of illegal income shall be imposed
simultaneously; where there is no illegal income or the

amount of illegal income is less than RMB200,000, a fine
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ranging from RMB200,000 to RMB2 million shall be

imposed. Persons who violate the provisions of the second
paragraph of Article 56 of this Law in making false or
misrepresentation in securities trading shall be ordered to make
correction and be subject to a fine ranging from RMB200,000 to
RMB2 million; civil servants who commit such offence shall also be

punished pursuant to the law.

Where a mass media and its staff engaging in the reporting of
securities market information violate the provisions of the third
paragraph of Article 56 of this Law to engage in the sale and
purchase of securities that conflict with their job responsibilities,
the illegal income shall be confiscated and a fine of less than the
equivalent value of securities purchased and sold shall be imposed

simultaneously.

Article 194 Securities companies and their practitioners that
violate Article 57 of this Law and harm the interests of their
clients shall be given a warning, the illegal income shall be
confiscated, and a fine ranging from one time to 10 times the
amount of illegal income shall be imposed simultaneously;
where there is no illegal income or the amount of illegal
income is less than RMB100,000, a fine ranging from
RMB100,000 to RMB1 million shall be imposed; in serious
cases, the relevant business permit shall be suspended or

revoked.
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Article 195 Persons who violate the provisions of Article 58 of
this Law in lending their securities account or making use of
other's securities account to trade in securities shall be
ordered to make correction, be given a warning, and may be
subject to a fine of less than RMB500,000.

Article 196 Where an acquirer does not perform the
obligations of announcing takeover of listed company,
making of takeover offer pursuant to the provisions of this
Law, it shall be ordered to make correction, be given a
warning and be subject to a fine ranging from RMB500,000 to
RMBS5 million simultaneously. The directly accountable
person(s)-in-charge and other directly accountable personnel
shall be given a warning and be subject to a fine ranging from
RMB200,000 to RMB2 million simultaneously. Where an
acquirer and its controlling shareholders, actual controlling party
make use of acquisition of listed company to cause the target
company and its shareholders to suffer losses, compensation

liability shall be borne pursuant to the law.

Article 197 Information disclosure obligors who do not submit
the relevant reports or perform information disclosure
obligations pursuant to the provisions of this Law shall be
ordered to make correction, be given a warning and be
subject to a fine ranging from RMB500,000 to RMB5 million
simultaneously; the directly accountable person(s)-in-charge

and other directly accountable personnel shall be given a
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warning and be subject to a fine ranging from RMB200,000 to
RMB2 million simultaneously. Where the controlling
shareholder(s) or actual controlling party of an issuer
organises or instigates the aforesaid illegal act, or conceal the
relevant matter and causes the aforesaid circumstances to
occur, a fine ranging from RMB500,000 to RMB5 million shall
be imposed; the directly accountable person(s)-in-charge and
other directly accountable personnel shall be subject to a fine
ranging from RMB200,000 to RMB2 million. Information
disclosure obligors submitting reports or disclosing information
which contain false records, misrepresentation or major omission
shall be ordered to make correction, be given a warning and be
subject to a fine ranging from RMB1 million to RMB10 million
simultaneously; the directly accountable person(s)-in-charge and
other directly accountable personnel shall be given a warning and
be subject to a fine ranging from RMB500,000 to RMB5 million
simultaneously. Where the controlling shareholder(s) or actual
controlling party of an issuer organises or instigates the aforesaid
illegal act or conceal the relevant matter and causes the aforesaid
circumstances to occur, a fine ranging from RMB1 million to
RMB10 million shall be imposed; the directly accountable
person(s)-in-charge and other directly accountable personnel shall
be subject to a fine ranging from RMB500,000 to RMB5 million.
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Article 198 Where a securities company violates the
provisions of Article 88 of this Law in non-performance of
investor suitability management obligations or failing to
perform investor suitability management obligations pursuant
to the provisions, it shall be ordered to make correction, be
given a warning and be subject to a fine ranging from
RMB100,000 to RMB1 million simultaneously. The directly
accountable person(s)-in-charge and other directly
accountable personnel shall be given a warning and be

subject to a fine of less than RMB200,000 simultaneously.

Article 199 Persons who violate the provisions of Article 90 of
this Law in collecting shareholder's rights shall be ordered to
make correction, be given a warning and may be subject to a
fine of less than RMB500,000.

Article 200 Any illegally established securities trading venue
will be closed down by a People's Government of county level
or above, illegal income will be confiscated and a fine ranging
from one time to 10 times the amount of illegal income will be
imposed simultaneously; where there is no illegal income or
the amount of illegal income is less than RMB1 million, a fine
ranging from RMB1 million to RMB10 million will be

imposed. The directly accountable person(s)-in-charge and other
directly accountable personnel shall be given a warning and be
subject to a fine ranging from RMB200,000 to RMB2 million

simultaneously.

Where a stock exchange violates the provisions of Article 105 of
this Law in allowing non-members to participate directly in
centralised trading of shares, it shall be ordered to make correction
and may be subject to a fine of less than RMB500,000

. 105/118



rpAe N RILAIEES 9% (2019 1811)

UEFRAE oy i R AL — H &
hkRE, tFEeRE#SS
BERE TR S, ST ML, AT

PAFFAEFL AT 75 AR B 31K

BEHE ¥ EHFAAER
AL — AT LEE - HHIE,
ARG TSI SR B & 415
BT, wAMUE, £TE
ERREAR S Wb A N ok e A v O\
T X EEASTEE A R
MEAMERZTHEN B8 FES, Jf

AR VA3 78 BN B K

R A R AR —HE L
SRR RIE , R ERBTE IR
RAEMANL R, STk, 4
TES, Ut E—EA
JCLL N EIT K. W BT R

NG % TR N s 7%
&, FRAEBL AT e LR TR

B_EAET-E HRAEE—
BA—tN\%. F—BH_-1+%%—
K B E, A ®LIESsE

ATINEE (73 2= ST | e o N

& Wolters Kluwer FiRlseT> sH2EE,

simultaneously.

Article 201 Where a securities company violates the
provisions of the first paragraph of Article 107 of this Law in
failing to verify identity information provided by investors for
account opening, it shall be ordered to make correction, be
given a warning and be subject to a fine ranging from RMB50,000
to RMB500,000 simultaneously. The directly accountable
person(s)-in-charge and other directly accountable personnel shall
be given a warning and be subject to a fine of less than
RMB100,000 simultaneously.

Where a securities company violates the provisions of the second
paragraph of Article 107 of this Law in providing an investor
account to others for use shall be ordered to make correction, be
given a warning and be subject to a fine ranging from RMB100,000
to RMB1 million simultaneously. The directly accountable
person(s)-in-charge and other directly accountable personnel shall
be given a warning and be subject to a fine of less than
RMB200,000 simultaneously.

Article 202 Persons who violate the provisions of the first
paragraph of Article 118, the fourth paragraph of Article 120 of
this Law in establishing a securities company arbitrarily,
operating securities business illegally or carrying out
securities business activities in the name of a securities

company without approval shall be ordered to make
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correction, illegal income shall be confiscated and a fine
ranging from one time to 10 times the amount of illegal
income shall be imposed simultaneously; where there is no
illegal income or the amount of illegal income is less than
RMB1 million, a fine ranging from RMB1 million to RMB10
million shall be imposed simultaneously. The directly
accountable person(s)-in-charge and other directly
accountable personnel shall be given a warning and be
subject to a fine ranging from RMB200,000 to RMB2 million.
Securities companies established arbitrarily shall be closed
down by the securities regulatory authorities of the State
Council. Where a securities company violates the provisions of
the fifth paragraph of Article 120 of this Law in providing securities
margin trading and short-selling services, its illegal income shall be
confiscated and a fine of less than the equivalent value of margin
trading and short-selling shall be imposed simultaneously; where
the case is serious, the securities company shall be banned from
securities margin trading and short-selling within a certain period.
The directly accountable person(s)-in-charge and other directly
accountable personnel shall be given a warning and be subject to
a fine ranging from RMB200,000 to RMB2 million simultaneously.

Article 203 Where the establishment permit, business permit
or approval for change in significant event of a securities
company is obtained by providing false proof documents or
adopting other fraudulent means, the relevant permit shall be
revoked and a fine ranging from RMB1 million to RMB10

million shall be imposed simultaneously. The directly
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accountable person(s)-in-charge and other directly
accountable personnel shall be given a warning and be
subject to a fine ranging from RMB200,000 to RMB2 million

simultaneously.

Article 204 Where a securities company violates the
provisions of Article 122 of this Law in change of scope of
securities business, change of key shareholders or actual
controlling party, merger, division, closure, dissolution or
bankruptcy without approval, it shall be ordered to make
correction and be given a warning, illegal income shall be
confiscated and a fine ranging from one time to 10 times the
amount of illegal income shall be imposed simultaneously;
where there is no illegal income or the amount of illegal
income is less than RMB500,000, a fine ranging from
RMB500,000 to RMB5 million shall be imposed; in serious
cases, the relevant business permit shall also be revoked
simultaneously. The directly accountable person(s)-in-charge
and other directly accountable personnel shall be given a
warning and be subject to a fine ranging from RMB200,000 to

RMB2 million simultaneously.

Article 205 Where a securities company violates the
provisions of the second paragraph of Article 123 of this Law
in providing financing or guarantee for its shareholders or a
shareholder's related party, it shall be ordered to make
correction, be given a warning, and be subject to a fine
ranging from RMB500,000 to RMB5 million simultaneously.

The directly accountable person(s)-in-charge and other
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directly accountable personnel shall be given a warning and
be subject to a fine ranging from RMB100,000 to RMB1 million
simultaneously. Where the shareholder is at fault and has yet
to make correction as required, the securities regulatory
authority of the State Council may restrict its shareholder's
rights; where the shareholder refuses to make correction, it
may be ordered to transfer its shareholding in the securities

company.

Article 206 Where a securities company violates the
provisions of Article 128 of this Law in failing to adopt
effective isolation measures to prevent conflict of interests, or
failing to separate the relevant businesses or mix the
operation, it shall be ordered to make correction and be given
a warning, illegal income shall be confiscated and a fine
ranging from one time to 10 times the amount of illegal
income shall be imposed simultaneously; where there is no
illegal income or the amount of illegal income is less than
RMB500,000, a fine ranging from RMB500,000 to RMB5 million
shall be imposed; in serious cases, the relevant business
permit shall also be revoked. The directly accountable
person(s)-in-charge and other directly accountable personnel
shall be given a warning and be subject to a fine ranging from
RMB200,000 to RMB2 million simultaneously.

Article 207 Where a securities company violates the
provisions of Article 129 of this Law in carrying out

proprietary securities business, it shall be ordered to make
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correction and be given a warning, illegal income shall be
confiscated and a fine ranging from one time to 10 times the
amount of illegal income shall be imposed simultaneously;
where there is no illegal income or the amount of illegal
income is less than RMB500,000, a fine ranging from
RMB500,000 to RMB5 million shall be imposed; in serious
cases, the relevant business permit shall also be revoked or
the securities company shall be ordered to close down
simultaneously. The directly accountable person(s)-in-charge
and other directly accountable personnel shall be given a
warning and be subject to a fine ranging from RMB200,000 to

RMB2 million simultaneously.

Article 208 Where a securities company violates the
provisions of Article 131 of this Law in including funds and
securities of its clients into its own assets or
misappropriation of funds and securities of its clients, it shall
be ordered to make correction and be given a warning, illegal
income shall be confiscated and a fine ranging from one time
to 10 times the amount of illegal income shall be imposed
simultaneously; where there is no illegal income or the
amount of illegal income is less than RMB1 million, a fine
ranging from RMB1 million to RMB10 million shall be
imposed; in serious cases, the relevant business permit shall
also be revoked or the securities company shall be ordered to
close down simultaneously. The directly accountable
person(s)-in-charge and other directly accountable personnel
shall be given a warning and be subject to a fine ranging from
RMB500,000 to RMB5 million simultaneously.

Article 209 Where a securities company violates the
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provisions of the first paragraph of Article 134 of this Law in
accepting discretionary orders from clients for purchasing
and selling of securities, or violates the provisions of Article
135 of this Law in giving undertaking of gains or
compensation of losses to clients, it shall be ordered to make
correction and be given a warning, illegal income shall be
confiscated and a fine ranging from one time to 10 times the
amount of illegal income shall be imposed simultaneously;
where there is no illegal income or the amount of illegal
income is less than RMB500,000, a fine ranging from
RMB500,000 to RMB5 million shall be imposed; in serious
cases, the relevant business permit shall be revoked
simultaneously. The directly accountable person(s)-in-charge
and other directly accountable personnel shall be given a
warning and be subject to a fine ranging from RMB200,000 to
RMB2 million simultaneously. Where a securities company
violates the provisions of the second paragraph of Article 134 of
this Law in allowing others to participate directly in centralised
trading of securities in the name of the securities company, it shall
be ordered to make correction and may be subject to a fine of less
than RMB500,000 simultaneously.

Article 210 Practitioners of securities companies who violate
the provisions of Article 136 of this Law in accepting
entrustment from clients privately to purchase and sell
securities shall be ordered to make correction and be given a
warning, the illegal income shall be confiscated, and a fine
ranging from one time to 10 times the amount of illegal

income shall be imposed simultaneously; where there is no
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illegal income, a fine of less than RMB500,000 shall be

imposed.

Article 211 Where a securities company as well as its key
shareholders and actual controlling party violate the
provisions of Article 138 of this Law in failing to submit or
provide information and materials, or submitting or providing
the information and materials which contain false records,
misrepresentation or major omission, they shall be ordered to
make correction, be given a warning and be subject to a fine
of less than RMB1 million simultaneously; in serious cases,
the relevant business permit shall be revoked simultaneously.
The directly accountable person(s)-in-charge and other
directly accountable personnel shall be given a warning and
be subject to a fine of less than RMB500,000 simultaneously.

Article 212 Securities registration and settlement
organisations established arbitrarily in violation of the
provisions of Article 145 of this Law shall be closed down by
the securities regulatory authorities of the State Council,
illegal income shall be confiscated, and a fine ranging from
one time to 10 times the amount of illegal income shall be
imposed simultaneously; where there is no illegal income or
the amount of illegal income is less than RMB500,000, a fine
ranging from RMB500,000 to RMB5 million shall be imposed.
The directly accountable person(s)-in-charge and other
directly accountable personnel shall be given a warning and
be subject to a fine ranging from RMB200,000 to RMB2 million

simultaneously.
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Article 213 Securities investment advisory organisations
which violate the provisions of the second paragraph of
Article 160 of this Law in carrying out securities service
business arbitrarily, or commit an act stipulated in Article 161
of this Law when engaging in securities service business
shall be ordered to make correction, the illegal income shall
be confiscated, and a fine ranging from one time to 10 times
the amount of illegal income shall be imposed
simultaneously; where there is no illegal income or the
amount of illegal income is less than RMB500,000, and a fine
ranging from RMB500,000 to RMB5 million shall be imposed.
The directly accountable person(s)-in-charge and other
directly accountable personnel shall be given a warning and
be subject to a fine ranging from RMB200,000 to RMB2 million
simultaneously. Where accounting firms and law firms, as well as
organisations providing asset valuation, credit rating, financial
advisory and information technology services, violate the
provisions of the second paragraph of Article 160 of this Law in
carrying out securities service business without completing filing
formalities, they shall be ordered to make correction and may be
subject to a fine of less than RMB200,000.

Where securities service organisations violate the provisions of
Article 163 of this Law in failing to act responsibly and diligently,
producing and issuing documents which contain false records,
misrepresentation or major omission, they shall be ordered to
make correction, business income shall be confiscated, and a fine
ranging from one time to 10 times the amount of business income
shall be imposed simultaneously; where there is no business
income or the amount of business income is less than
RMB500,000, a fine ranging from RMB500,000 to RMB5 million
shall be imposed; in serious cases, the securities service business
of the securities service organisation shall be suspended or
prohibited simultaneously. The directly accountable person(s)-in-
charge and other directly accountable personnel shall be given a
warning and be subject to a fine ranging from RMB200,000 to

RMB2 million simultaneously.
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Article 214 Issuers, securities registration and settlement
organisations, securities companies, securities service
organisations which fail to retain the relevant documents and
materials pursuant to the provisions shall be ordered to make
correction, be given a warning and be subject to a fine
ranging from RMB100,000 to RMB1 million simultaneously;
such entities guilty of divulging, concealing, forging,
tampering with or mutilating the relevant documents and
materials shall be given a warning and be subject to a fine
ranging from RMB200,000 to RMB2 million simultaneously; in
serious cases, a fine ranging from RMB500,000 to RMB5
million shall be imposed, and simultaneously the relevant
business permit shall be suspended or revoked, or the entity
shall be prohibited from engaging in the relevant business.
The directly accountable person(s)-in-charge and other
directly accountable personnel shall be given a warning and
be subject to a fine ranging from RMB100,000 to RMB1 million

simultaneously.
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Article 215 The securities regulatory authority of the State
Council shall, pursuant to the law, include information on
compliance with this Law by the relevant market entities in the

securities market creditworthiness files.

Article 216 Where the securities regulatory authority of the
State Council or the authorities empowered by the State
Council commit any of the following acts, the directly
accountable person(s)-in-charge and other directly
accountable personnel shall be punished pursuant to the
law: (1) granting authorisation, registration or approval for
applications for offering of securities or establishment of securities

company which do not comply with the provisions of this Law;

(2) imposing measures such as onsite inspection, investigation and
evidence collection, enquiry, freezing or seizure etc. in violation of

the provisions of this Law;

(3) imposing regulatory measures on the relevant organisations

and personnel in violation of the provisions of this Law;

(4) implementing administrative punishment on the relevant
organisations and personnel in violation of the provisions of this

Law; or

(5) other acts of non-performance of job duties pursuant to the law.
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Article 217 Where the civil servants of the securities
regulatory authority of the State Council or the authorities
empowered by the State Council are guilty of non-
performance of duties stipulated in this Law, abusing official
powers and dereliction of duties, making use of official
capacity to seek improper gains, or divulging commercial
secrets of the relevant organisations and individuals which
have come into their knowledge, their legal liability shall be

pursued in accordance with the law.

Article 218 For refusing or obstructing supervision and
inspection, investigation carried out pursuant to the law by
the securities regulatory authorities and their civil servants,
the securities regulatory authorities shall order offenders to
make correction and impose a fine ranging from RMB100,000
to RMB1 million, and the public security authorities shall

impose security punishment pursuant to the law.

Article 219 Where a violation of the provisions of this Law
constitutes a criminal offence, criminal liability shall be

pursued in accordance with the law.

Article 220 Offenders of the provisions of this Law shall bear
civil compensation liability and pay fines and penalties, and
hand over the illegal income; where the assets of the
offenders are inadequate for payment, the assets shall first be

used for fulfilling civil compensation liability.

Article 221 For violation of laws, administrative regulations or
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the relevant provisions of the securities regulatory authority
of the State Council, if the case is serious, the securities
regulatory authority of the State Council may ban the relevant
accountable personnel from entering the securities

market. "Ban from securities market" referred to in the preceding
paragraph shall mean a system which prohibits a person from
engaging in securities business and securities service business for
a certain period of time or permanently, or prohibits a person from
serving as director, supervisor or senior management personnel of
an issuer, or prohibits a person from trading securities on a stock
exchange or any other nationwide securities trading venues

approved by the State Council for a certain period of time.

Article 222 Fines collected and illegal income confiscated
pursuant to this law shall be turned over fully to the State

Treasury.

Article 223 A party concerned which disagrees with the
punishment decision of the securities regulatory authorities
or the authorities empowered by the State Council may apply
for administrative review pursuant to the law or file a lawsuit

directly with a People's Court pursuant to the law.

Chapter 14 Supplementary Provisions

Article 224 Domestic enterprises issuing securities overseas

directly or indirectly or listing their securities overseas shall
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securities offering and listing activities by domestic
companies, either in direct or indirect form (hereinafter
collectively referred to as overseas offering and listing), and
promote lawful use of overseas capital markets by domestic
companies to achieve regulated and sound development, in
accordance with statutes including the Securities Law of the

People's Republic of China.

Article 2 Direct overseas offering and listing by domestic
companies refers to such overseas offering and listing by a
joint-stock company incorporated domestically. Indirect
overseas offering and listing by domestic companies refers to such
overseas offering and listing by a company in the name of an
overseas incorporated entity, whereas the company's major
business operations are located domestically and such offering
and listing is based on the underlying equity, assets, earnings or

other similar rights of a domestic company.

For the purpose of this Measures, securities refer to equity shares,
depository receipts, corporate bonds convertible to equity shares,
and other equity securities that are offered and listed overseas,

either directly or indirectly, by domestic companies.

Article 3 Overseas offering and listing by domestic companies
shall abide by laws, administrative regulations and relevant
state rules concerning foreign investment in China, state-

owned asset administration, industry regulation and
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outbound investment. Such overseas offering and listing shall
not disrupt domestic market order, harm state or public
interest or undermine the lawful rights and interests of
domestic investors.

Article 4 Overseas offering and listing by domestic companies
shall be supervised and regulated in accordance with the
lines, principles, policies, decisions and plans of the Party
and the state, ensuring both development and security. China
Securities Regulatory Commission (the "CSRC") shall exercise
supervision and regulation over the overseas offering and listing
activities by domestic companies according to law. The CSRC and
competent authorities under the State Council shall, to the extent
of their respective mandate and according to law, exercise
supervision and regulation over domestic companies that offer and
list securities in overseas markets, and securities companies and
securities service providers that provide domestic services to such

activities.

The CSRC shall set up a supervisory and regulatory coordination
mechanism with competent authorities under the State Council,
with a view to strengthening policy cohesiveness, regulatory

coordination and cross-agency information sharing.

Article 5 The CSRC and competent authorities under the State
Council will, under the principle of reciprocity, step up
supervisory and regulatory cooperation with overseas

securities regulatory agencies and competent authorities to
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implement cross-border supervision and regulation.

Chapter Il Overseas Offering and Listing

Article 6 A domestic company that seeks to offer and list
securities in overseas markets shall abide by applicable laws,
including the Company Law of the People's Republic of China
and the Accounting Law of the People's Republic of China,
administrative regulations and relevant state rules, and
formulate articles of association, improve internal control
system, enhance corporate governance, and promote

compliance in corporate finance and accounting practices.

Article 7 A domestic company that seeks to offer and list
securities in overseas markets shall abide by national secrecy
laws and relevant provisions and take necessary measures to
fulfill confidentiality obligations. Divulgence of state secrets
or working secrets of government agencies is strictly
prohibited. Provision of personal information, important data and
etc. to overseas parties in relation to overseas offering and listing
of domestic companies shall be in compliance with applicable

laws, administrative regulations and relevant state rules.

Article 8 No overseas offering and listing shall be made under
any of the following circumstances: (1) where such securities
offering and listing is explicitly prohibited by provisions in laws,

administrative regulations and relevant state rules;

(2) where the intended securities offering and listing may endanger

national security as reviewed and determined by competent
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authorities under the State Council in accordance with law;

(3) where the domestic company intending to make the securities
offering and listing, or its controlling shareholders and the actual
controller, have committed crimes such as corruption, bribery,
embezzlement, misappropriation of property or undermining the

order of the socialist market economy during the latest three years;

(4) where the domestic company intending to make the securities
offering and listing is suspected of committing crimes or major
violations of laws and regulations, and is under investigation

according to law, and no conclusion has yet been made thereof;

(5) where there are material ownership disputes over equity held
by the domestic company's controlling shareholder or by other
shareholders that are controlled by the controlling shareholder

and/or actual controller.

Article 9 Overseas offering and listing by domestic companies
shall be made in strict compliance with relevant laws,
administrative regulations and rules concerning national
security in spheres of foreign investment, cybersecurity, data
security and etc., and duly fulfill their obligations to protect
national security. If the intended overseas offering and listing
necessitates a national security review, relevant security
review procedures shall be completed according to law before
the application for such offering and listing is submitted to
any overseas parties such as securities regulatory agencies
and trading venues. A domestic company that seeks to offer and
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list securities in overseas markets shall, as per requirement by
competent authorities under the State Council, take such
measures as timely rectification, commitment and divestiture of
relevant business and assets, to eliminate or avert any impact on

national security resulting from such overseas offering and listing.

Article 10 Target investors of overseas offering and listing by
domestic companies shall be overseas investors, unless
prescribed in the following paragraph or otherwise stipulated
by the state. A domestic company that seeks to offer and list
securities in overseas markets for the purpose of implementing
equity incentive plans or financing asset acquisitions may offer
securities to eligible domestic investors that meet the standards
prescribed by the CSRC.

A domestic state-owned company that seeks to offer securities to
eligible domestic investors as prescribed in the preceding
paragraphs shall also comply with relevant regulations of state-

owned assets administration.

Article 11 A company that offers and lists securities on
overseas markets may raise funds and pay dividends in a
foreign currency or the Chinese Yuan (RMB). Proceeds from
the company's overseas securities offering shall be used and
invested for purposes in compliance with laws, administrative

regulations and relevant state rules.
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Currency conversion and cross-border remittance of funds in
relation to overseas offering and listing by domestic companies
shall comply with state regulations concerning cross-border
investment and financing, foreign exchange administration, and

cross-border RMB administration.

Article 12 Securities companies, securities service providers
and practitioners engaged in overseas offering and listing by
domestic companies shall abide by laws, administrative
regulations and relevant state rules, observe industry-
accepted professional standards and ethical norms, and
rigorously fulfill statutory duties to ensure the truthfulness,
accuracy and completeness of the documents that they
produce and issue. Securities companies, securities service
providers and practitioners engaged in overseas offering and
listing by domestic companies shall not, in the document they
produce and issue, make any comments in a manner that
misrepresents or disparages laws and policies, business

environment and judicial situation, etc. of the state.

Chapter lll Filing Requirements

Article 13 A domestic company that seeks to offer and list
securities in overseas markets shall fulfill the filing procedure
with the CSRC as per requirement of this Measures, submit
relevant materials that contain a filing report and a legal
opinion, and provide truthful, accurate and complete

information on the shareholders and etc.
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Article 14 Where a domestic company seeks to directly offer
and list securities in overseas markets, the issuer shall file
with the CSRC. Where a domestic company seeks to indirectly
offer and list securities in overseas markets, the issuer shall
designate a major domestic operating entity, which shall, as the

domestic responsible entity, file with the CSRC.

Article 15 Any overseas offering and listing made by an issuer
that meets both the following conditions will be determined as
indirect: (1) 50% or more of the issuer's operating revenue, total
profit, total assets or net assets as documented in its audited
consolidated financial statements for the most recent accounting

year is accounted for by domestic companies; and

(2) the main parts of the issuer's business activities are conducted
in the Chinese Mainland, or its main places of business are located
in the Chinese Mainland, or the senior managers in charge of its
business operation and management are mostly Chinese citizens

or domiciled in the Chinese Mainland.

The determination as to whether or not an overseas offering and
listing by domestic companies is indirect, shall be made on a

substance over form basis.
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Article 16 Initial public offerings or listings in overseas
markets shall be filed with the CSRC within 3 working days
after the relevant application is submitted

overseas. Subsequent securities offerings of an issuer in the
same overseas market where it has previously offered and listed
securities shall be filed with the CSRC within 3 working days after

the offering is completed.

Subsequent securities offerings and listings of an issuer in other
overseas markets than where it has offered and listed shall be filed

pursuant to provisions in the first paragraph of this Article.

Article 17 A domestic company that seeks to directly or
indirectly list its domestic assets in overseas markets through
single or multiple acquisitions, share swaps, transfers of
shares or other means, shall fulfil the filing procedure as
prescribed in the first paragraph of Article 16 herein. Where
overseas application documents are not required, the filing
shall be made within 3 working days after the first public
disclosure of the specifics of the transaction is made by the

listed company.

Article 18 For a domestic company directly offering and listing
overseas, shareholders of its domestic unlisted shares
applying to convert such shares into shares listed and traded
on an overseas trading venue shall conform to relevant
regulations promulgated by the CSRC, and authorize the
domestic company to file with the CSRC on their behalf. The
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term "domestic unlisted shares" in the preceding paragraph refers
to shares offered by a domestic company but not listed or quoted
for trading on any domestic trading venues. Domestic unlisted
shares shall be centrally registered and deposited at a domestic
securities depository and settlement agency. The registration and
settlement of overseas listed shares is subject to applicable rules

in overseas markets.

Article 19 Where the filing documents are complete and in
compliance with stipulated requirements, the CSRC will,
within 20 working days after receiving the filing documents,
conclude the filing procedure and publish the filing results on
the CSRC website. Where the filing documents are incomplete or
do not conform to stipulated requirements, the CSRC shall request
supplementation and amendment thereto within 5 working days
after receiving the filing documents. The issuer should then
complete supplementation and amendment within 30 working
days. During the filing process, where the issuer may be involved
in circumstances prescribed in Article 8 herein, the CSRC may
consult with competent authorities under the State Council. Time
taken for filing document supplementation and the CSRC

consultation shall not be counted in the time limit for filing.

The CSRC may formulate filing guidelines based on this Measures
to illustrate specific requirements for the format, content and

attachments of filing documents.
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Article 20 Filing documents for overseas offering and listing
by domestic companies shall be truthful, accurate and
complete. No misrepresentation, misleading statement or
major omission is allowed. The domestic company and its
controlling shareholders, actual controllers, board directors,
supervisors, and senior executives shall fulfill their
information disclosure obligations according to law, practice
with integrity and due diligence in ensuring the truthfulness,
accuracy and completeness of the filing documents. Securities
companies and law firms should make thorough examination and
verification of filing documents, and ensure none of the

circumstances specified below occurs:

(1) the filing documents contain conflicting or inconsistent and

materially different descriptions of the same facts;

(2) the filing documents are considerably difficult to understand

due to lack of clarity and logic in writing;

(3) the filing documents fail to prove whether the company meets

the conditions prescribed in Article 15 herein;

(4) failure to report material events timely as required.
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Article 21 An overseas securities company that serves as a
sponsor or lead underwriter for overseas securities offering
and listing by domestic companies shall file with the CSRC
within 10 working days after signing its first engagement
agreement for such business, and submit to the CSRC, no
later than January 31 each year, an annual report on its
business activities in the previous year associated with
overseas securities offering and listing by domestic
companies. An overseas securities company that has entered into
engagement agreements before the effectuation of this Measures
and is serving in practice as a sponsor or lead underwriter for
overseas securities offering and listing by domestic companies
shall file with the CSRC within 30 working days after this Measures

takes effect.

Chapter IV Supervision and Regulation

Article 22 Upon the occurrence of any of the material events
specified below after an issuer has offered and listed
securities in an overseas market, the issuer shall submit a
report thereof to CSRC within 3 working days after the

occurrence and public disclosure of the event: (1) change of
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Article 24 For violations of this Measures by domestic
companies offering and listing overseas, and securities
companies, securities service providers and relevant
practitioners providing service to such overseas offering and
listing from the Chinese Mainland, the CSRC and competent
authorities under the State Council may, for the purpose of
maintaining market integrity and to the extent of their
respective mandate, impose administrative regulatory
measures including order for correction, regulatory talks and
warning letters, proportionate to the severity of the

violations.

Article 25 A domestic company found in violation of Article 8
herein prior to an overseas offering and listing shall postpone
or terminate the intended overseas offering and listing, and
report to the CSRC and competent authorities under the State

Council in a timely manner.

Article 26 Where the overseas offering and listing by a
domestic company is in violation of this Measures, or where a
foreign securities company is in violation of Article 21 herein,
the CSRC may inform its regulatory counterparts in the
overseas jurisdictions via cross-border securities regulatory
cooperation mechanisms. Where an overseas securities
regulatory agency intends to carry out investigation and evidence
collection regarding overseas offering and listing activities by a
domestic company, and request assistance of the CSRC under
relevant cross-border securities regulatory cooperation
mechanisms, the CSRC may provide necessary assistance in
accordance with law. Any domestic entity or individual providing
documents and materials requested by an overseas securities

regulatory agency out of investigative or evidence collection
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purposes, shall not provide such information without prior approval

from the CSRC and competent authorities under the State Council.

Chapter V Legal Liabilities

Article 27 Where a domestic company fails to fulfill filing
procedure as stipulated by Article 13 herein, or offers and
lists securities in an overseas market in violation of Articles 8
and 25 herein, the CSRC shall order rectification, issue
warnings to such domestic company, and impose a fine of
between RMB 1,000,000 yuan and RMB 10,000,000 yuan.
Directly liable persons-in-charge and other directly liable
persons shall be warned and each imposed a fine of between
RMB 500,000 yuan and RMB 5,000,000 yuan. Controlling
shareholders and actual co trollers of the domestic company that
organize or instruct the aforementioned violations shall be imposed
a fine of RMB 1,000,000 yuan and RMB 10,000,000 yuan. Directly
liable persons-in-charge and other directly liable persons shall be
each imposed a fine of between RMB 500,000 yuan and RMB
5,000,000 yuan.

Securities companies and securities service providers that fail to
duly urge compliance by the domestic company with Articles 8, 13
and 25 herein shall be warned and imposed a fine of between
RMB 500,000 yuan and RMB 5,000,000 yuan. Directly liable
persons-in-charge and other directly liable persons shall be
warned and each imposed a fine of between RMB 200,000 yuan
and RMB 2,000,000 yuan.
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Article 28 Where the filing documents submitted by a
domestic company contains misrepresentation, misleading
statement or material omission, the CSRC shall issue
correction orders and warnings, and impose a fine of between
RMB 1,000,000 yuan and RMB 10,000,000 yuan. Directly liable
persons-in-charge and other directly liable persons shall be
warned and each imposed a fine of between RMB 500,000
yuan and RMB 5,000,000 yuan. Controlling shareholders and
actual controllers of the domestic company that organize or instruct
the aforementioned violations, or enable the aforementioned
violations by concealing relevant matters, shall be imposed a fine
of RMB 1,000,000 yuan and RMB 10,000,000 yuan. Directly liable
persons-in-charge and other directly liable persons shall be each
imposed a fine of between RMB 500,000 yuan and RMB 5,000,000

yuan.
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Article 29 Where a securities company or securities service
provider, failing to practice with due diligence, either: 1)
makes misrepresentation, misleading statement or material
omission in documents produced and issued in compliance
with domestic laws, administrative regulations or relevant
rules promulgated by the state, or; 2) makes
misrepresentation, misleading statement or material omission
in documents produced and issued in compliance with rules
of the overseas listing market, and thereby disrupts domestic
market order and undermines lawful rights and interests of
domestic investors, the CSRC and competent authorities
under the State Council shall issue correction orders and
warnings, and impose a fine of between one and ten times of
the revenue if any, or of between RMB 500,000 yuan and RMB
5,000,000 yuan in the absence of a revenue therefrom or if the
revenue was less than RMB 500,000 yuan. Directly liable
persons-in-charge and other directly liable persons shall be
warned and each imposed a fine of between RMB 200,000
yuan and RMB 2,000,000 yuan.

Article 30 Violations of other articles of this Measures that are
penalizable under other laws or administrative regulations

shall be penalized accordingly.

Article 31 For cases of severe violations of this Measures or
other laws and administrative regulations, the CSRC may

impose a ban on entering into the securities market upon the
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relevant responsible persons. Any such violation that
constitutes a crime shall be investigated for criminal liability

according to law.

Article 32 The CSRC shall, in accordance with law,
incorporate the compliance status of relevant market
participants with this Measures into the Securities Market
Integrity Archives and upload the record to the National Credit
Information Sharing Platform, with a view to strengthening
cross-agency information sharing through concerted efforts
with competent authorities, and enforcing punishment and

deterrence in accordance with laws and regulations.

Chapter VI Supplementary Provisions

Article 33 Overseas offering and listing by subordinate
companies majority-owned by or under the actual control of a
domestically listed company, and overseas issuance by
domestically listed companies of securities such as
depository receipts that are based on and convertible into
domestic securities shall also comply with other applicable
rules and regulations promulgated by the CSRC, and be filed
in accordance with this Measures.

Article 34 For the purpose of this Measures, domestic
companies herein refers to companies incorporated within the
Chinese Mainland, including domestic joint-stock companies
whose securities are directly offered and listed overseas and
the domestic operating entities of companies whose
securities are indirectly offered and listed overseas. For the
purpose of this Measures, securities companies and securities
service providers herein refers to securities companies and

securities service providers, both domestic and overseas, that
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ok undertake business in relation to overseas offering and listing by

domestic companies.
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. Article 35 This Measures shall come into effect on 31 March
F=1TH% AKIiEH 2023

2023. The Notice on Implementing "Essential Clauses of
3 H 31 Hightifr. (KT H#AT Articles of Association for Companies Seeking to List

. o N Overseas" shall be simultaneously invalidated.
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