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Decree of the State Council of the
People’s Republic of China

No. 443

Regulations on Administration of Direct Sales,
adopted at the 101st Executive Meeting of the State
Council on August 10, 2005, are hereby
promulgated and shall be effective as of December 1,

2005.

Premier: Wen Jiabao

August 23, 2005
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Regulations on Administration of Direct Sales

( Adopted at the 101st Executive Meeting of the
State Council on August 10, 2005, promulgated by
Decree No. 443 of the State Council of the People’s

Republic of China on August 23, 2005 and
shall be effective as of December 1, 2005)

Chapter I  General Provisions

Article 1  These Regulations are formulated for the purpose of
standardizing direct sales acts, reinforcing the supervision over direct
sales activities, preventing frauds, and protecting the lawful rights and
interests of consumers and social and public interests.

Article 2 Whoever engages in direct sales activities within the
territory of the People’s Republic of China shall abide by these
Regulations.

The scope of products for direct sale shall be determined and
made public by the competent commer'ce department of the State
Council in conjunction with the administrative department for industry
and commerce of the State Council in light of the development of the
direct sales industry and consumers’ needs.

Article 3 The term “direct sale” in these Regulations means
the method of distribution whereby a direct salesperson recruited by a

direct sales enterprise promotes its product, outside any fixed place of
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business, directly to an ultimate consumer ( hereinafter referred to as
“consumer” ).

The term “direct sales enterprise” in these Regulations means the
enterprise that is approved in accordance with the provisions of these
Regulations to sell its product by adopting the method of direct sale.

The term “direct salesperson” in these Regulations means the
person who promotes a product directly to a consumer outside any fixed
place of business.

Article 4 An enterprise established within the territory of the
People’s Republic of China ( hereinafter referred to as “enterprise”)
may, in accordance with the provisions of these Regulations, apply for
the status of a direct sales enterprise that adopts the method of direct
sale to sell its own product or the product of its parent company or
controlled company.

A direct sales enterprise may obtain trading rights and distribution
rights in accordance with law.

Article 5 In direct sales activities, a direct sales enterprise and
its direct salespersons shall not commit any act of fraudulent or
misleading publicity and promotion.

Article 6 The competent commerce department and the
administrative department for industry and commerce of the State
Council shall, in accordance with the division of their functions and
duties as well as the provisions of these Regulations, be responsible for
exercising supervision and administration of direct sales enterprises and

direct salespersons as well as their direct sales activities.



AL

5% HH4LLRENX
ML I L

Et&k HERVEMHSE, MYEETHIEME:

(—) REHFERARFWELGEE, RS H6
%S FREBASHELEICE; SIEREFEN LA
3 4R P ESSINE EHIE SN A

(Z) SEREMEARAET ART 8000 J77T;

(=) HKIEA KB HLE 18 BT R BB T RIE
&

(19) HREHLE L T 15 S Mg R i B

EAE BERNEBESWNYETHER, R
T H R E M, Bk

(—) BEALKBHELEME LIRS

(Z) v ER, BTHIE%. MK, &
P M IRAEE B RE SR AR

(=2) Wt RIMRE S, WHRBAZEE +FM




Chapter II Establishment and Alteration of Direct

Sales Enterprises and Their Branches

Article 7 To apply for the status of a direct sales enterprise, the
following conditions shall be met;

(1) The investor has a sound goodwill and no record of major
illegal operations during the five consecutive years prior to the
submission of the application; a foreign investor shall additionally has
more than three years’ experience of engaging in direct sales activities
outside the territory of China;

(2) The amount of paid-in registered capital shall be no less than
RMB 80 million yuan;

(3) A cash deposit has been paid in full in the designated bank
in accordance with the provisions of these Regulations; and

(4) A system for reporting information for the record and for
disclosing information has been established in accordance with the
provisions.

Article 8 To apply for the status of a direct sales enterprise, an
application form shall be filled in and the following application
documents and materials shall be submitted :

(1) the materials proving the compliance with the conditions
provided for in Article 7 of these Regulations;

(2) the articles of association of the enterprise in question, and,
in the case of a Chinese-foreign equity joint venture or contractual joint
venture, the equity joint venture or contractual joint venture contract
shall also be furnished;

(3) the report on marketing plan, including the program for
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establishing its service network points in the region where direct sales
activities are to be conducted, which is worked out in accordance with
the provisions of Article 10 of these Regulations and is approved by the
local people’s government at or above the county level;

(4) a user manual that conforms with the standards of the State;

(5) a sample of the promotional contract to be entered into with a
direct salesperson;

(6) the capital verification report issued by an accounting firm;
and

« (7) the agreement reached between the enterprise and the
designated bank on the use of the cash deposit in accordance with the
provisions of these Regulations.

Article 9  An applicant shall make its application to the
competent commerce depariment of the State Council through the
competent commerce department of the province, autonomous region or
municipality directly under the Central Government of the place where
it is located. Within seven days upon receipt of the application
documents and materials, the competent commerce department of the
province , autonomous region or municipality directly under the Cenral
Government shall submit these application documents and materials to
the competent commerce department of the State Council. The
competent commerce department of the State Council shall, within 90
days upon receipt of all the application documents and materials,
make a decision to approve or not to approve the application after
soliciting the opinions of the administrative department for industry and
commerce of the State Council. Where the application is approved,
the competent commerce department of the State Council shall issue a

direct sales operation license thereto.
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The applicant shall apply, in accordance with law, for the
registration of alteration with the administrative department for industry
and commerce by presenting the direct sales operation license issued
by the competent commerce department of the State Council.

In examining an application for issuing a direct sales operation
license , the competent commerce department of the State Council shall
take into account such factors as State security, social and public
interests and the development of the direct sales industry.

Article 10 A direct sales enterprise that intends to engage in
direct sales activities shall establish a branch ( hereinafter referred to
as “branch”) in the province, autonomous region or municipality
directly under the Central Government where direct sales activities are
to be conducted, which shall be in charge of the direct sales business
in the said administrative area.

In the region where direct sales activities are conducted, the
direct sales enterprise shall set up its service network points that
facilitate consumers and direct salespersons, and satisfy their needs as
well, to know its product prices, return or replace products, and
whereby the enterprise provides other services in accordance with law.
The establishment of such service network points shall meet the
requirements of the people’s government at or above the county level of
the place where they are located.

To apply for establishing a branch, the direct sales enterprise
shall furnish the documents and materials proving its compliance with
the conditions provided for in the preceding paragraph, and shall make
an application in accordance with the procedures set forth in the first
paragraph of Article 9 of these Regulations. Upon approval, the direct

sales enterprise shall register with the administrative department for
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