
THE LA\V OF THE PEOPLE'S REPUBLIC OF CHINA ON

JOINT VENTURES USING CHINESE AND FOREIGN INVESTMEN'

rl pprovcd on July 1, 1.979 byi/te Fifth National People's Congress
of the People's Republic ojChirta at its Second Sessio»

Article- I with aview to expanding. tnter• registered capital shall be effected only with`thè
national economte cooperation and teehnological: consent of the other puties to the venture.
exchange, the Péople's Rppublie of China permits
foreign companies, enterprises, other economic Article 5'"- Each party to a joint bentùre
entities or individuals (hereinafter referred to as may contribute cash,: Gpi(àl goods, industrial
"foreign participants") to incorporate themselves;' -'.property rights, etc.; as its invesrmént in the
within the terriiory of the People's Republic of-- venture.'
China, into joint ventures with Chinese com- . The technology _ or equipme`nt' coniribùted:.", -
panies, enterpriies or other economic entities by any foreign participant as, investment shall be

-.-(hereina(ter re(eired to u"'Chinese participants") truly advanced and appropriate to China's neèds: +
on the principle: of equality and mutual benefit In cases of loises caused by deeeption through
and subject toi authorization by the Chineie 'the international provision'- of outdated equip•,•'
Government. ment or technology, compensation shall be paid

for the losses.
The investment eontributed by,' a Chincs-r

participant may indudc the. righi to the use of a
site provided for the joint venture'during the
period of its opention.ln case such a contribution

'contracts and articles of association authorized .does not constitute a part of the investment (rom ^•
by the Chinese Governmenr as well as his other the Chinese participant, the joint venture shall pây ::
lawful rights and intcresu. - the Chinese Government for its use.

All the activities of â joint venture shall be The various contributions re(cr4ed to in'ihe
governed by the laws, decrees and pertinent rules .: present article slsall be specified in thé contracis
and regulations of the People's Republic of China. , concerning the joint venture or in its articles of ;-i

association, and the value of each contribution
Article 3 A joint venture shall apply to the (excluding that of the site) shall be ascertained by

Foreign Investment Commission of the People's the parties. to the venture through joint assess-
RepubGc of China for authorization of the

agree.
ment.

ments and con'cracts_ eonduded between the •
parties to the venture and the articles of usocia-
tion of the venture formulated by them, and the
commission shall' authorize or reject these docu.
ments within three monthi. When authorized, the
joint venture- shall register with the General

'Administration for Industry and Commerce of the
People's Republic of China and start operations
under licence.

i , •.

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

In the registered capital of a joint venture, ehe
proportion of the investment contributed by the

Article' 2 The Chinese Governmentprotects,
by the legislition in foree, the reiources invesied
by i foreignpart icipant in a joint venture and the
profits due hies pursuant to the agreements.:,,

Ar'ticle 6'A joint venture s}sall have a board
of directors with a composition stipulated in the
contracts and the articles of association after con-
sultation between the parties to the venture, and
each director shall be appointed or removed by hii -

ïown side. The board of d"vectors shall have a chair•
man appointed by the Chinese participant and
one or two vice-ehavmen appointed by the (oréign _
participant(s). In handling an important problem;-
the board of directors shall reach decision through

- consultation by the participants on thé principle •
of equality and mutual benefit.

The board of, directors is empowcred' to '-•

foreign participant(s) shall in general not be less
discuss and take aetion on, pursuant to the pro:

than 2S per cent. visions of the articles of association of the joint
venture, all fùndamental issues eoncerning ;theThe profits, risks and loties of a joint venture
venture, namely, expansion projects, productionshall be shared by the parties to the venture in
and business programmes, the budget, distributionproportion to their contributions to the registered .' of profits, plans concerning manpower and parcapital.
scales, the termination of business, the appoint-The tranifer of one parèy's ahire in ^ the ment or hiring of the president, the . vice •, "•

326 :

'.. p.rcsident(s); the chief engineér, shetiéasurer and
the auditois

joint venture income tax on iis„gross profit pur-`.` , rnentsfordepositingin.theBank o(C)Sinaanypart

as well ai their functions and powers
and thcir rémuneration, etc.

The. president and vsce-president(t) (or the.
general manager and assistant genéril manag6r(s) `. ,tip a(filiaicd agencies outside China., :; ,
d a factory) shall be chosen from the various

Article 10-.- The'.net Profit -which- a^foreig-ti
participant recettes as his share after eaecuting-
his oblig;tions' under the pertinent lawi and
ahTecmrnu and tontracts,the . funds 6e receives'
it thc titrie when the joini' venture tErminatei^ or
wtnds,-up its operations, and.hisother funds may
be remitted abroad ihroûgh the Bank- of China

Ariicle'7 'The 'net profsrLof a joint venture; ^,m accordance with thé foreign,•éxehange reguj,'
shall be distributed between the parties to the 6tions and in the eurreneÿ or currencies specified
vencure.: in, proportion to their respective thares'

'
in the contracta concerning the joincienturt.

in the registered capital, after .the payment, of a,' A foreign. partieipint shall receive enEouragé;

suant to the t"* laws of the People's Républic o( ' ,of the foreign .exchangr whtch hè;ir entitled to
China and a(ter.the deductions therefrom as snpu rem« abroad.
laced in thë articles of association of thè venture for
the reserve funds, the bonus and welfue funds " Article 11 '= Thr wages salaries or' other,

^ s r; a

for the. worken and staff members arid the ez- 'legstimate' ineorrté éarneâ by a foreignwôrker or
pansion funds of the venture.

parties to the joint venture. •:
Procedures covering the employment and

discharge of the workers and ,staff ineunbers of i
joint venture shill be stipulatedaccording tq la^w
in the'agre`ement or contraet concluded betweén
the partiesio the'venture

A joint venture.equipped; wsth ûp-todatr
téchnofogy'by`world standardi may apply fora
reduction of - or exemption from income, tai
(or.the frit"rwo to three profit making yeârs.

A 'doreign participant- who reinvests any' - -,.
part of.his sharé of the,net profit.`within Chsnesq' qrticle 12 The conîraet' périôd ofta jomt
terütory'",may apply for the restitution .of a.part vénturemay:be àgreed upon beiween te partiesof the income taxes paid. ^•. to the venture accôrding to its pirticula'r line of.

business and _ circunsttanees. Thr penod -tnay be •
:Article', 8 A jôint ventûrt shall open an '`éztended upôn expiration through àgreement :account with the Bank of Chini or a banY,ap• '. between. the parties, subject to, authorizationproved by the Bank of China. by -the Foreign Investment Commission of the
A joint venture shnll conduct sts. foreign ex :,•• Pcôple's Republic of China. Any application forchange trarisactiont in ucordance with- the such extension shall be made six months beforeForeign' Ezchangé Regulations of, the People's the expiation of the contract.

Republic of China.

A joint venture mây in its lbusine"si. opera Article 1 3 ` '• In eas<t' of heatÿloax;, thetions, obtain-(unds Gom foreign banks directly. •. faJure' of any party to-a joiist 'v(nïure to executehe insurancei'appropriate to a joint venture,"çi's'ôbliga(ions undeï the etintraeti orahàarticlésshall be furnished by Chinese insurance companies. of'aisociation:of the ventisre,force majéurr, etc.,
prior to the expiration of the contract period of a

Article, 9The'• productiontici .bussnes3- joint -venture, 'may result in termination of theprogrammes of a joint venture shall be filed wsth '
the wthoritiueoneerned and shall be vts la. '

Sontract before the date of expiration by con.
P rultation'and agreement between tht'parties and:

through aqthorization by the Foreign Irivestment .
Commission of the People's Republic of China
and registration with the General Adminiitration'
For Induitry and Cômmeree. In cases of losse
cause d.by,bréach of the contract(s) by a party to
the ^enturc, the financial responsibility shall be
borne by'thc said party.

mented through business contracts. .
In its purchase of required raw -and sëmi•

processed materials; fuéls, auxiliary equipment;-
etc•. a. joint venture should give first priority to
Chinese sources,; bui may alw • acquire them,
d'vecdy from,'the world market with its own
foreign exchange funds.

A joint venture ù encouraged-to markcrju
Qroducts outside China. 4t may dütribuie. iti•
eaport , pioducu ' on foreign markets through

direcrchannels or its aisociatcd'agencies or,Chiria'i
foreign trade establi:hnsènta. , lis 'products may
also be distributed on the Chinuè market.

Whrrëver necéssary; a joint,venture'rtiar

staff member of a joint, venture. a(tér piyment
oCthe personal'incorne taS'undet the tai laws of i;

the People s RepubLc of China,,may be remitted
abioad through the Bank of china inaceordance,:

-,w«h,tha(oretgn ezchange regulations_,

`Article 14 -Disputcs irising" bitwéén' the
parties to, a jointtventure which the board


