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Chapter One Laws on Foreign
Investment Enterprises

Shra B BT Ak ik

Section 1 Concept of Foreign Investment Enterprises

IhERE LS

Enterprises with part or sole foreign investment are the en-
terprises established within Chinese territory, in accordance
with the laws of the People’s Republic of China and the princi-
ple of equality and mutual benefit, with capital provided jointly
by Chinese investors and foreign investors or solely by foreign
investors. Foreign enterprises, other economic entities or natu-
ral persons shall conduct as foreign investors. Chinese investors
include Chinese enterprises and other economic entities except
natural persons.

FrEE AU RKEPEARCMERRONE, HET%
ERKIRN, B ERYEE S b E R E LRSI R E e 8 %%,
ERESEREIHOL. SMEREHTUARNBE LY. 2FAS
AN PEREEQERE UMLK HSERSEA A,

Foreign investment enterprises are divided into three cate-
gories. They are wholly foreign-owned enterprises, Chinese-for-
eign equity joint ventures and Chinese-foreign contractual joint
ventures. These three categories of enterprises are collectively
called “three-capital” enterprises.



SRR BT R RE R G XM R[], 50 A STk A E B
BE O A AL, AGLEEEX KA LR Y=
WAL,

Enterprises with part or sole foreign investment are Chinese
legal subjects. Those that conform to the conditions for becom-
ing legal persons under the relevant Chinese regulations shall ob-
tain such status in accordance with the faw. Such enterprises are
protected by Chinese law. The Chinese Government shall not
nationalize or expropriate any foreign capital enterprises. Under
special circumstances, based on the need of the social pubiic in-
terests, they may be expropriated under legal procedures and
against commensurate compensation. In the meantime, foreign
lcapital enterprises are subject to the jurisdiction of Chinese law.
It is clearly provided that foreign capital enterprises must com-
ply with Chinese laws and regulations and should not infringe so-
cial public interests of China. The government departments of
China execute the control and supervision over the foreign capi-
tal enterprises.

SPEBR AR EA AR I, TS PERELETHEA
FUENRE, KERBPEEARSE, SEREANL S HE G2
HRT, PEBR MG REE UM EL LR LFEE &
FIMEWE PR, MBS A LA BMBE, T kEER
BIFIEM, 38 TN S, R, SPRse ol w5l E
HIRERR KM, TR RFE P E A S R 38, B R YLLKkt o
RRFEEVETERENLE,

Laws regulating on foreign capital enterprises are the Law
of the People’s Republic of China on Chinese-Foreign Joint Ven-
tures, the Law of the People’s Republic of China on Chinese-
Foreign Contractual Ventures, the Law of the People’s Republic
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of China on Enterprises with Sole Foreign Investment and three
regulations for the implementation of the above laws.

PEMEIERE L AEREER . (PEARILMEA S
EREE MWK (P ARIENEPINEELE BB M (P
e N RILFE SRR L), ARG AR e S 40

Section 2 Law on Chinese-Foreign Joint Ventures

I EBREELIE

2.1 Chinese-Foreign Joint Ventures &SRB E M

Chinese-Foreign joint ventures ( hereinafter referred to as
Joint Ventures) are the enterprises which are established within
Chinese territory, in accordance with the laws of China and the
principle of equality and mutual benefit, and in which foreign
enterprises, other economic organizations or natural persons and
Chinese enterprises, other economic organizations jointly con-
tribute capital and manage the enterprise, share benefits, losses
and risks.

FHEREERW (U THHEE ) RIGRB h B AR
FEHAE, T 5 5 A JF U, i A E 4l B 2 0 40 40 s
AT i o b 28 B 4 A R IR L Y St R R L SR 4
B RGBS FHARE D,

Chinese-Foreign joint ventures established in China with ap-
proval granted according to the Law of the People’s Republic of
China on Chinese-Foreign Joint Ventures (hereinafter refers to
the Law on Joint Ventures), are Chinese legal persons subject to
the jurisdiction and entitled to the protection of Chinese law.
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KE(PEARKXMEFTIEREE R LK) (U TRF(ER
ZEMLE)) #EEPEENRINFIERSESVEPEY
B, ZPEREHEENRDY,

2.2 Establishment of Chinese-Foreign Joint Ventures b

EF-gd |4 0h A

2.2.1 Conditions for the Establishment & 3r f9 4
In accordance with the Regulations for the Implementation
of the Law of the People’s Republic of China on Chinese-For-
eign Joint Ventures (hereinafter referred to as the Regulaions
for the Implementation of the Law of Joint Ventures), the es-
tablishment of Chinese-Foreign joint ventures is permitted in
such lines of business as (1) energy resources development, and
the construction materials, chemical and metallurgical indus-
tries, (2) machine-building, instrument and metal industries,
and offshore oil-mining and oil exploitation equipment manufac-
turing industries, (3) electronic industry, computer industry and
communications equipment manufacturing industries, (4) light
industries and the textile, food, pharmaceutical, medical appa-
ratus and instruments and packaging industries, (5) agriculture,
animal husbandry and aqueculture, and (6) tourism and service
trades. )
WE(PEARJME S ERLE LW EERHZA) (LT
RAF(ERLER L EERAN)), RAFRIAELUHEEFY
ﬁ H
(DEEREFR BEME T T 8T,
(OIS Tl B R T L AW RS0
;s
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(3 F Tk P T 58 IR & 6y il

()BT FRI AR Tl B ET SR, Gk
Tk

(5) R Bl K= FRFE AL

(6) iy MR %5 L.,

An application to establishment of a joint venture shall em-
phasize economic results and the proposed joint venture shall
satisfy one or more of the following requirements. (1) It will
utilize advanced technology and scientific managerial tech-
niques, enabling it to increase the variety of its products, im-
prove their quality and raise output, and conserve energy and
materials; (2) It will benefit the technical renovation of the en-
terprise enabling it to realize quick results and large profits with
a small investment; (3) It will be able to expand the export of
its products and increase foreign earnings; (4) It will be able to
train technical and managerial personnels.

RERIHEECN Y EELF MRS, FE T —HRE0R
BR(DRAGEEAR RSB E Rk, BN 55+, &
R RN’ WAREMEOE; Q) FH TS LRk, 6
BERIBPE A R K () RED K= Bk 1, AT WA
(DEMTEREAMEEAR,

However, an application to establish a joint venture will not
be approved if the proposed joint venture involves the circum-
stances such as injury to China’s state sovereignty, violation of
Chinese law, incompatibility with the requirement of Chinese
law, incompatibility with the requirement of Chinese national
economic development, creation of environmental pollution and
obvious inequity, infringing the rights and interests of one of the
parties to the enterprises, in the signed agreement, contract or
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articles of association that they have concluded.

R, HIERVAE RV MREREFFEEN, ERFEHE
fAHe TEERAFEBER, #RFEERSHEBNRAL
1, RHAZBITH L. &R  ERRESE - EN, B8 E
#HHE,

2.2.2 Procedures for Establishment Xir B F

A. Application HIi#

To establish a joint venture in China, the Chinese venturer
shall submit to the competent authorities of this enterprise a pro-
ject proposal and a preliminary feasibility study report with re-
spect to the joint venture to be established with a foreign ventur-
er. Only after such proposal and preliminary feasibility study re-
port have been examined and agreed to by the department in
charge of the venture and transmitted to and approved by the
examining and approving agency, may the parties to the joint
venture undertake work with the feasibility study as the core
and, on this basis, negotiate and sign the joint venture agree-
ment, contract and articles of association.

PEFEBANRTFIERSE S, NFEHLEEN L
VEERTERBESIEEEH BRI ERSE S VAT E RS
MME TR RRE. KRWBEMSTTEFRRE, 26
WEERITHEERBFREF VMM, 8BS H A BT
LARTAT MR 52 0 P Lo 5 T LA, 76 B 2ERE LR & 8 W Bhin
SRE.ER,

Chinese venturer is responsible for applying to establish a
joint venture and submitting the following formal documents: an
application for the establishment of the joint venture, the feasi-
bility study report jointly prepared by the parties to the joint
venture, the list of the candidates for the chairman and vice
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chairman of the board of directors, and directors of the joint
venture who have been appointed by the parties to the joint ven-
ture, and the signed opinions concerning the establishment of
the joint venture by the department in charge of the Chinese
party and the government of the province, autonomous region
or municipality directly under the Central Authority, in which
the joint venture will be located.

FEGEX AR E R R RS E AL I, R
BTFFEAXA RGBS BIES; &8 &7 LR HH e R
THHARE GBS TR REENSE LN, 4R
ER MBS T ZRMNEECLEFR AIEHR EHARSY
B HAEENAL TERTMEE I EOE BRRE. B
RUTARBRMBLZRECLEBHER,

B. Examination and Approval it

Regulations for the Implementation of the Law on Chinese-
Foreign Joint Ventures provide that the establishment of a joint
venture in China is subject to examination and approval by the
Ministry of Foreign Economic Relations and Trade of the
People’s Republic of China ( hereinafter referred to as
MOFERT). Upon approval, the MOFERT shall issue a certifi-
cate of approval.

(FIrEREELUELH AR NE, EHEBRBZLE
gk, G A N RILAE M S35 7 5 (UL F @#kst s 2
RO )HEMAE, HAIT, B XTI RS Wk AT,

But if the total amount of investment for a proposed joint
venture is within the limit prescribed by the State Council, and
the source of funds for the Chinese partner has already been
fixed, and if a joint venture does not require any additional allo-
cation of raw and processed materials by the State, or affect the
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national balance of fuel and power supplies, communication and
transportation, or foreign trade export quotas, the MOFERT
may authorize the government of the relevant province, au-
tonomous region or municipality directly under the Central Au-
thority, or the relevant ministry or bureau under the State Coun-
cil (hereinafter referred to as the Authorized Agency) to exam-
ine and approve the joint venture. The MOFERT and the Au-
thorized Agency are collectively named as the Examining and
Approving Agency.

AR MARRESHEESERAETNETN, PEEEHNR
SRFEE L ABERREK TR, REWRE 3 H. K #
EH PR ORAEN 2 EHTE, M BF R BB XM
B BER ERTARBUFRESBH X85 (U T RFRZIEHN0
)L HAES, ZIGM N A SN2 5 RS BEE, s
AR HAETE N . X SM2 5 55 3B A0 2 FTHLM 45 Bk 4y o #t
P,

Within three months from the date of its receipt of all the
documents presented by the Chinese partner, the Examining and
Approvin Agency shall decide whether to approve or disapprove
the joint venture. If the Agency discovers anything inappropri-
ate in any of such documents, it shall request the revision be
made within a specified period of time, and the Agency shall
refuse to approve the joint venture if such revision is not made.

UM RN EEEFREG WM AR, =4 H
WBREH AR N AE, FHAM MR MEN CBEET R Y >
&b, P ESREBR B B, TR F HEHE,

C. Registration Bid

Within one month of the receipt of the certificate of ap-
proval, the applicants shall go through the procedure of registra-
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tion of the administrative burcau for industry and commerce of
the province, autonomous region or municipality directly under
the Central Authority in which the joint venture will be located
(hereinafter referred to as the Administrative Agency for Regis-
tration), with such documents as applications for registration
signed by the applicant in charge of the joint venture, the cer-
tificate of approval issued by the Examining and Approving
Agency, articles of association of the enterprise, capital cred-
itability documents, certificates of verification or warranty for
capital, testimony of the identity of the main persons in charge
of the enterprise, certificates to use domiciles and places of busi-
ness and other relevant documents and certificates.

HIFRIM S BE R ARAERBMERFE— AW, N E
BEMWFERNE . BRX T CHTBEER T RH
HACE RO ) BT L iT, B IE I F L 2 A 5
HHED EERIMER FERIER BWFHRSHEE. &
BTN B0 (LR FI 28 3% BT R L R o fe
R GEMH

The Administrative Agency for Registration shall, within
30 days, make decision whether the enterprise is allowed to reg-
ister or not. After being allowed to register, a business license of
the joint venture shall be issued. The date on which the joint
venture’s business license is executed and issued shall be deemed
to be the date of establishment of this joint venture.

BBV LE 30 R, (R BRI AR F&i0m ke,
BERLSEERICENE, NS L LELHE, 4500
Bl R H I, Bl m5r A 1,

If there is any change to the enterprisc’s name, domiciles,
places of business, legal representatives, economic characteris-
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