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PREFACE

With a view to expanding economic co-operation
and technological exchange with other countries,
improving China’s investment environment, attracting
more foreign capital, introducing advanced technology
and promoting the development of its national econo-
my, in recent years:, some laws and regulations concern-
ing foreign investment have .been promulgated by the
People’ s Républic of China. In order to meet the
current situation and the need of foreign investors, we
edit this collection of laws and regulations to use for

everyone.

The Editorial Staff of Laws and Regulations of
the Publishing House of Law
July, 1987
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THE LAW OF THE PEOPLE’S
REPUBLIC OF CHINA ON
CHINESE-FOREIGN JOINT
VENTURES

(Adopted by the Second Session of the Fifth
National People’s Congress on July 1, 1979
and Promulgated on and Effective as
of July 8,1979)

Article 1 With a view to expanding international
economic co-operation and technical exchange, the
People’s Republic of China permits foreign com-
panies, enterprises, other economic organizations or in-
dividuals ( hereafter referred to as “ foreign joint
venturers”)to join with Chinese companies, enterprises
or other economic organizations (hereafter referred to
as “Chinese joint venturers” )in establishing joint ven—
tures in the People’s Republic of China in accordance
with the principle of equality and mutual benefit and
subject to approval by the Chinese Government.

Article 2 The Chinese Government protects, in
accordance with the law, the investment of foreign
joint venturers, the profits due them and their other
lawful rights and interests in a joint venture, pursuant
to the agreement, contract and articles of association



approved by the Chinese Government .

All the activities of a joint venture shall comply
with the provisions of the taws, decrees and pertinent
regulations of the People’s Republic of China.

Article 3. The joint venture agreement, contract
and articles of association signed by the parties to the
venture shall be submitted to the Foreign Investment
Commission of the People’ s Republic of China, and
the Commission shall, within three months, decide
whether to approve or disapprove them.After approv-
al, the joint venture shall register with the General Ad-
ministration for Industry and Commerce of the
People’ s Republic of China, obtain a licence to do
business and start operations.

Article 4 A joint venture shall take the form
of a limited liability company.

The proportion of the investment contributed by
the foreign joint venturer(s) "shall generally not be
less than 25 % of the registered capital of a joint ven-
ture.

The parties to the venture shall share the profits,
risks and losses in proportion to their respective contri~
butions to the registered capital.

No assignment of the registered capital of a joint
venturer shall be made without the consent of the
other parties to the venture.

Article 5 Each party to a joint venture may
make its investment in cash, in kind or in industrial
property rights, etc.



The technology and the equipmeiit ‘that serve 4% %
foreign joint venturer’s inve.ggment 'milist He advanced
technolgoy and equipment thiay actually Uit 0N COR-
try’s needs. If the foreign joigy Ventureh TS fosses
by deception through the intentionah wsg off backward
technology and equipment, it shall pay compensation .
for the losses.

The investment of a Chinese joint venturer may
include the right to the use of a site provided for the
joint venture during the period of its operation. If the
right to the use of the site does not constitute a part
of a Chinese joint venturer’s investment, the joint ven—
ture shall pay the Chinese Government a fee for its
use.

The various investments referred to above shall .
be specified in the joint venture contract and articles
of association, and the value of each (excluding that
of the site ) shall be jointly assessed by the parties to
the venture,

Article 6 A jiont venture shall have a board of
directors, which shall have its size and composition
stipulated in the contract and the articles of associa-
_ tion after consultation between the parties to the ven-
ture, and the directors shall be appointed and replaced
by the parties to the venture. The board of directors
shall have a chairman, whose office shall be assumed
by the Chinese joint venturer(s), and one or two
vice-chairmen, whose office(s) shall be assumed by
the foreign joint venturer(s). In handling major prob-



lems, the board of directors shall reach a decision
through consultation by the parties to the venture, in
accordance with the principle of equality and mutual
benefit.

. The board of directors is empowered, pursuant to
the provisions of the articles of association of the joint
venture, to discuss and decide all major problems of
the venture: expansion programmes, proposals for
production and operating activities, the budget for
revenues and expenditures, distribution of profits,
plans concerning manpower and pay scales, the
termination of business and the appointment or em-
ployment of the president, the vice-president(s) , the
chief engineer, the treasurer and the auditors, as well
as their powers and terms of employment, etc.

The offices of president and vice- president (s) (o1
factory manager and deputy manager(s) ) shall bx
assumed by the respective parties to the venture.

The employment and dismissal of the staff and
workers of a joint venture shall be provided for in
- accordance with the law in the agreement and contract
of the parties to the venture.

Article 7 After payment out of the gross profit
earned by the joint venture of the joint venture income
tax, pursuant to the provisions of the tax laws of the
People’s Republic of China, and after deduction from
the gross profit of a reserve fund, a bonus and welfare
fund for staff and workers, and a venture expansion
fund, as provided in the articles of association of the



