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Public Comments Sought on the Foreign Investment
Law of the People's Republic of China (Draft for
Comment) by the Ministry of Commerce

January 19, 2015

In order to implement and execute the spirit of the
Third and Fourth Plenary Sessions of the 18th Central
Committee of the Communist Party of China and
subject to the Legislation Programme of the Standing
Committee of the 12th National People's Congress
and the 2014 Legislation Plan of the State Council,
the Ministry of Commerce has amended the Law on
Sino-foreign Equity Joint Ventures, the Law on Wholly
Foreign-owned Enterprises and the Law on Sino-
foreign Cooperative Joint Ventures to work out the
Foreign Investment Law of the People's Republic of
China (hereinafter referred to as the "Foreign
Investment Law") (Draft for Comment).

In our opinion, the Foreign Investment Law should be
a law that deepens structural reform, makes opening
to the outside wider, facilitates foreign investment
and regulates foreign investment administration. In
response to the requirements for building a new open
economic system and implementing high-level
opening-up, the Draft for Comment aims at unitizing
laws and regulations on domestic and foreign
investment and innovating the foreign investment
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laws system, adopts the management mode of pre-
access national treatment plus negative list,
establishes a management system characterized by
"limited permission and comprehensive reporting”,
improves the national security review system for
foreign investment, strengthens the interim and ex
post regulation, and reinforces the investment
promotion and protection, so as to create a more
stable, transparent and foreseeable legal environment
for foreign investment in China.

The Draft for Comment is hereby published to the
public for comments from all sectors of society. Public
comments may be sent via the following channels:

1. visiting the website of the Ministry of Commerce
(website: http://www.mofcom.gov.cn), entering the
"Comments Solicitation" and clicking the "Comments
Sought on the Foreign Investment Law of the
People's Republic of China (Draft for Comment)" to
provide comments;

2. emailing comments to the address:
investmentlaw@mofcom.gov.cn;

3. faxing comments to: 010-65198905; or

4. mailing comments to the address: the Department
of Treaty and Law of the Ministry of Commerce, No.2
Dong Chang'an Avenue, Beijing Municipality, zip
code: 100731.

Please indicate the words "public comments on the
Foreign Investment Law" in the subject of the email
or on the first page of the fax or on the envelope.

The deadline for sending comments is February 17,
2015.

Foreign Investment Law of the People's Republic of
China (Draft for Comment)

Chapter I General Provisions

Chapter II Foreign Investors and Foreign Investment
Chapter III Access Administration

Chapter IV National Security Review
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Chapter V Information Reporting

Chapter VI Investment Promotion

Chapter VII Investment Protection

Chapter VIII Coordination in the Handling of
Complaints

Chapter IX Supervision and Inspection
Chapter X Legal Liability

Chapter XI Supplementary Provisions

Chapter I General Provisions

Article 1 [Legislative Purpose]

The Foreign Investment Law of the People's Republic
of China (Draft for Comment) (hereinafter referred to
as the "Law") is formulated with a view to opening to
the outside wider, promoting and regulating foreign
investment, protecting the legitimate rights and
interests of foreign investors, safeguarding national
security and public interests, and facilitating the
healthy development of the socialist market economy.

Article 2 [Scope of Application]
The Law applies to investment within the territory of
China made by foreign investors.

Article 3 [Investment Protection]

The State protects the legitimate rights and interests
of foreign investors and foreign-invested enterprises
in accordance with the law.

Article 4 [Compliance with Chinese Laws]

Foreign investors and foreign-invested enterprises
shall comply with Chinese laws, and shall not impair
the national security and public interests.

When engaging in investment or business activities,
foreign investors and foreign-invested enterprises
shall comply with social morals and business ethics,
act in good faith, accept supervision from society and
undertake social responsibilities.

Article 5 [Administrative System for Foreign
Investment]

The State adopts a unified administrative system for
foreign investment.
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Article 6 [National Treatment]

Foreign investors making investments within the
territory of China are entitled to the national
treatment, unless otherwise specified in the
Catalogue of Special Administrative Measures for
Foreign Investments (hereinafter referred to as the
"Catalogue of Special Administrative Measures")
which is formulated in accordance with Article 23
[Catalogue Formulation Procedures] hereof.

Article 7 [Investment Promotion]

The State formulates and implements foreign
investment promotion policies suitable for the
socialist market economy, to promote the investment
facilitation, and establish a sound market system that
is uniform but open, orderly and competitive.

Article 8 [Principles of Openness and Transparency]
The State shall observe the principles of openness
and transparency in the administration of investment
within the territory of China by foreign investors.

Article 9 [Competent Authorities of Foreign
Investment]

The competent authority of foreign investment under
the State Council shall take charge of the
administration and promotion of foreign investment
nationwide in accordance herewith.

The competent authorities of foreign investment of
local people's governments at or above the county
level shall be responsible for the administration and
promotion of foreign investment within their
respective administrative regions in accordance with
the statutory authority.

Article 10 [Investment Treaties]

Based on the principle of equality and mutual benefit,
the State concludes multilateral, bilateral, or regional
investment treaties, conventions or agreements to
promote and develop investment with other countries
and regions.

Chapter II Foreign Investors and Foreign
Investment

Article 11 [Foreign Investors]
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For the purpose of the Law, "foreign investors" refer
to the following subjects making investments within
the territory of China:

1. natural persons without Chinese nationality;

2. enterprises incorporated under the laws of
countries or regions other than China;

3. the governments of countries or regions other than
China and the departments or agencies thereunder;
and

4. international organizations.

Domestic enterprises under the control of the
subjects as mentioned in the preceding paragraph
are deemed foreign investors.

Article 12 [Chinese Investors]

For the purpose of the Law, "Chinese investors" refer
to the following subjects:

1. natural persons with Chinese nationality;

2. the Chinese government and the departments or
agencies thereunder; and

3. domestic enterprises under the control of the
subjects as mentioned in the preceding two items.

Article 13 [Domestic Enterprises]

For the purpose of the Law, "domestic enterprises”
refer to the enterprises incorporated within the
territory of China under Chinese laws.

Article 14 [Foreign-invested Enterprises]

For the purpose of the Law, "foreign-invested
enterprises" refer to enterprises wholly or partly
invested in by foreign investors, and incorporated
within the territory of China under Chinese laws.

Article 15 [Foreign Investment]

For the purpose of the Law, "foreign investment"
refers to the following investment activities carried
out directly or indirectly by foreign investors:

1. establishing a domestic enterprise;

2. acquiring the shares, equities, share of properties,
voting rights or other similar interests of a domestic
enterprise;

3. providing any domestic enterprises in which
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foreign investors hold the interests as mentioned in
the preceding item with financing for not less than
one year;

4. acquiring the concessions to explore or exploit
natural resources within the territory or jurisdiction of
China, or acquiring the concessions to construct or
operate the infrastructure;

5. acquiring the rights to immovable property
including the right to use domestic land and house
ownership; or

6. controlling any domestic enterprise or holding
interests in any domestic enterprise by contract, trust
or other means.

Any transaction outside China that leads to the
transfer of the actual control of any domestic
enterprise to a foreign investor shall be deemed
investment within the territory of China by the foreign
investor.

Article 16 [Rights to Immovable Property]

Where a foreign investor acquires land use rights,
home ownership or other rights to immovable
property within the territory of China, the provisions
of the relevant laws and regulations shall apply, and
the provisions of Chapter IV [National Security
Review] and Chapter V [Information Reporting]
hereof shall also be complied with.

Article 17 [Non-profit Organizations]

Where a foreign investor establishes a non-profit
organization or acquires an interest in a non-profit
organization within the territory of China, the
provisions of the relevant laws and regulations shall
apply, and the provisions of Chapter IV [National
Security Review] and Chapter V [Information
Reporting] hereof shall also be complied with.

Article 18 [Control]

For the purpose of the Law, "control" refers to the
circumstance that any of the following conditions is
met with respect to an enterprise:

1. holding, directly or indirectly, not less than 50% of
shares, equities, share of properties, voting rights or
other similar rights of the enterprise;

2. holding, directly or indirectly, less than 50% of
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F£H % [hriz#l Al Article 19 [Actual Controllers]

AR sE R dE| N, &  For the purpose of the Law, "actual controllers" refer
& B ey (A e A E $4 %  to natural persons or enterprises that directly or
a7 2 A E R A 4R A\ Bz indirectly control any foreign investor or foreign-

Ak invested enterprise.
B HANEH Chapter III Access Administration
B — e Section 1 General Provisions

B+ [HMEHENFIE]  Article 20 [Access System for Foreign Investment]

FSATH—WANEF % #E The State adopts a unified access system for foreign
NEIE, stk RE4hE % investment, and subject to the Catalogue of Special
(g AR A e S 4 B i ) 57x sz Admiinistrative Measures, implements the

it B management of the sectors where foreign
investments are prohibited or restricted.
B+ [HEHEATE Article 21 [Competent Authority of Foreign
17] Investment Access]

SNEPEE BRI 12 F =  The competent authorities of foreign investment
Tk A E HE v st A, shall, in concert with the relevant departments,
implement the administration of foreign investment
access.

Fo %% [ EHH it Article 22 [Catalogue of Special Administrative
Hx1 Measures]
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If foreign investors and their investment are granted
treatment lower than that granted to Chinese
investors and their investment, or are subject to
other restrictions, such treatment or restriction shall
be provided for by laws, administrative regulations or
decisions of the State Council, and be incorporated in
the Catalogue of Special Administrative Measures.

Article 23 [Catalogue Formulation Procedures]

The Catalogue of Special Administrative Measures
shall be uniformly formulated and promulgated by the
State Council.

The competent authority of foreign investment under
the State Council shall, in concert with the relevant
departments, propose suggestions on formulating or
adjusting the Catalogue of Special Administrative
Measures in accordance with multilateral, bilateral,
and regional treaties, conventions and agreements
signed by the State as well as the relevant laws,
administrative regulations and decisions of the State
Council on foreign investment, and submit such
suggestions to the State Council for deliberation.

Article 24 [Classification of Catalogue]

The Catalogue of Special Administrative Measures is
classified into the Catalogue of Prohibitions and the
Catalogue of Restrictions.

The Catalogue of Restrictions shall specify in detail
the restrictive conditions for foreign investments.

Article 25 [Catalogue of Prohibitions]

Foreign investors are not allowed to invest in any
sector set out in the Catalogue of Prohibitions.
Where any foreign investor directly or indirectly holds
shares, equities, properties or other interests or
voting rights in any domestic company, such
domestic company is not allowed to invest in any
sector set out in the Catalogue of Prohibitions, unless
otherwise specified by the State Council.

Article 26 [Catalogue of Restrictions]

The Catalogue of Restrictions involves the following
circumstances:

1. investment with an amount above the standards
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prescribed by the State Council; and

2. sectors where foreign investment is restricted.

For any foreign investment involved in any
circumstance set out in the Catalogue of Restrictions,
the conditions provided for in the Catalogue of
Restrictions shall be met, and an application for the
foreign investment access permission shall be filed
with the competent authority in accordance herewith.
An application for access permission is not required if
the foreign investment is not involved in any
circumstance set out in the Catalogue of Restrictions.

Section 2 Access Permission

Article 27 [Application for Foreign Investment
Access Permission]

For any investment set out in Item 1, Paragraph 1 of
Article 26 [Catalogue of Restrictions] hereof, an
application shall be filed for access permission with
the competent authority of foreign investment under
the State Council.

For any investment set out in Item 2, Paragraph 1 of
Article 26 [Catalogue of Restrictions] hereof, an
application shall be filed for access permission with
the competent authority of foreign investment under
the State Council, or the competent authority of
foreign investment under the people's government of
the relevant province, autonomous region or
municipality directly under the Central Government.
The specific division of permissions shall be subject to
the provisions of the State Council.

Article 28 [Calculation of Investment Amount on an
Accumulative Basis]

Where any foreign investor has invested in the same
investment matter several times within two years to
the extent that the accumulative investment amount
reaches the standards as set out in the Catalogue of
Restrictions, an application for access permission
shall be filed in accordance herewith.

Article 29 [Inclusion of Financing in the Investment
Amount]

Where any foreign investor directly or indirectly
provides any domestic enterprise in which such
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investor holds interests with financing for not less
than one year, the amount of financing shall be
incorporated in the investment amount for
calculation.

Article 30 [Application Materials for Access
Permission]

Foreign investors shall, when filing the application for
access permission with the competent authorities of
foreign investment in accordance with Article 27
[Application for Foreign Investment Access
Permission] hereof, submit the following materials:

1. the application, including:

(1) information of the foreign investor and the actual
controller thereof;

(2) basic information of the foreign investment,
including the investment amount, investment sector,
region of investment, investment method, and ratio
and form of contribution;

(3) statement on the compliance with special
administrative measures;

(4) impacts of the foreign investment on energy
resources, technological innovation, employment,
environmental protection, work safety, regional
development, capital project management and
development of the industry;

(5) statement on whether the national security review
and anti-monopoly review will be triggered;

(6) the licence issued by the competent authority of
industry if an application for ex ante industrial
licensing is required;

(7) information of the foreign-invested enterprise in
respect of organizational form and governance
structure if the incorporation or change of such
foreign-invested enterprise is involved; and

(8) methods of notification and service.

2. documents and supporting materials relating to the
content of the application; and

3. representations and declarations of the foreign
investor and the actual controller thereof, and the
commitments to the authenticity and integrity of the
application materials.

The competent authorities of foreign investment may
require foreign investors to submit supplementary



H=t% [RHE]

HUFM RS 2 IR 1 ik e
A, SMEBTEEE RN =52
BHEAVFATHIE, JRAHIE A
H 57 3 Al

HE MBI AT &k
AN, NMEHZEEE S AL
T H A — IR 0 R I N 7R 224 IE
Mraemm s, BHASRN, |
eI BRI AR H R 9 52 2

Bt [HARR]

b a e N TIDVNY Y
3 TS AN E B AT N A

() XK 2 AR50

() RO AR E E
it H S RLE 261

(=) XREHEI. FRE
Broowble. ABIORYT. LAt
7R XU R BEARTUH L
B N e /AP IFR RS R

CPOD RFFAT A e H SE B
FAESEGLIAR

(1) EPRFL 55

(7N AhEBEBE A R L SEbn
RS DL

(B> [ 5B e i HoAd [

E
H=t=% LEAFRMT
VTP

HMEBEBE P Lt AT B
Ak VF AT AR, A E B
B HR I AE B RE P U AT L
AIERASE DL o

AN B K i AR R

materials relating to the content as set out in the
preceding paragraph.

Article 31 [Acceptance]

Where the application materials submitted are
complete and comply with the legal form, the
competent authority of foreign investment shall
accept the application for access permission and issue
the receipt for acceptance to the applicant.

Where the application materials submitted are
incomplete or fail to comply with the legal form, the
competent authority of foreign investment shall
inform the applicant of all the content to be
supplemented and corrected on a one-off basis on
the spot or within five working days; otherwise, the
application will be considered to be accepted as of
the date of receipt of the application materials.

Article 32 [Factors for Review]

The competent authorities of foreign investment shall
conduct an access review of foreign investment in the
respects as follows:

1. the impacts on national security;

2. whether the conditions specified in the Catalogue
of Special Administrative Measures are met;

3. the impacts on energy resources, technological
innovation, employment, environmental protection,
work safety, regional development, capital project
management, competition and public interests;

4. the actual impacts on and control over the
development of the industry;

5. obligations under international treaties;

6. the information of the foreign investor and the
actual controller thereof; and

7. other factors stipulated by the State Council.

Article 33 [Relationship between Access Permission
and Industrial Licensing]

In the event that the foreign investment involves any
sector where the application for ex ante industrial
licensing is required, the competent authority of
foreign investment shall describe whether the
industrial licence is obtained in the review decision.
In the event that the foreign investment involves any
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sector where the application for licensing other than
prior industrial licensing is required, the competent
authority of foreign investment shall solicit the
opinion of the competent authority of the relevant
industry in the course of review. The competent
authority of the relevant industry shall issue a review
opinion, and the competent authority of foreign
investment shall describe the review opinion issued
by the competent authority of the relevant industry in
the review decision.

Article 34 [Transition between Access Permission
and Security Review]

When conducting the access review, where the
competent authority of foreign investment finds that
the foreign investment matter endangers or may
endanger national security, it shall suspend the
procedures for access review, and inform the
applicant in writing of submission of the application
for the national security review; the competent
authority of foreign investment under the people's
government of a province, autonomous region or
municipality directly under the Central Government,
which conducts the access review, shall report the
relevant situation to the competent authority of
foreign investment under the State Council. The
foreign investors shall submit the application for the
national security review in accordance with Chapter
IV [National Security Review] hereof, unless the
applicants concerned withdraw the application for
access permission.

Article 35 [Review Period]

The competent authority of foreign investment shall
accomplish the review within 30 working days from
the day on which the application for access
permission is accepted. The review period may be
extended for another 30 working days if the
application involves any complex circumstance.

Upon the occurrence of the circumstance stipulated in
Article 34 [Transition between Access Permission and
Security Review] hereof, which initiates the national
security review, the period for national security
review shall not be included in the review period
stipulated in the preceding paragraph.
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Article 36 [Review Decision]

The competent authority of foreign investment shall
make a written decision on approval, conditional
approval or disapproval of a foreign investment
matter in accordance with the law, and shall notify
the applicant of such decision; and reasons shall be
given for the decision on conditional approval or
disapproval.

Article 37 [Type of Additional Conditions]

The competent authority of foreign investment may
impose one or more of the following conditions when
making the review decision:

1. asset or business stripping;

2. restriction on the shareholding ratio;

3. requirements for the term of operation;

4. restriction on the region of investment;

5. requirements on the percentage or number of local
people employed; and

6. other conditions stipulated by the State Council.
Where the competent authority of foreign investment
imposes one or more conditions, it shall set out such
conditions in the review decision.

Article 38 [Solicitation of Comments]

In the course of the access review, the competent
authority of foreign investment may solicit comments
from the relevant departments, local authorities or
other interested parties.

Article 39 [Solicitation of Public Comments]

If the competent authority of foreign investment
believes that the matter under application is likely to
cause a significant impact on social benefits in the
course of access review, it may solicit public
comments by holding a discussion meeting or a
public hearing or by other means.

Article 40 [Defence Opportunity]

Where the competent authority of foreign investment
intends to grant a decision on conditional approval or
disapproval, it shall give the foreign investor
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concerned an opportunity to defend itself.

Article 41 [Validity Period of the Decision on
Approval]

If any foreign investor fails to make any investment
within one year from the day on which the decision
on approval is granted, such investor shall provide an
explanation to the competent authority of foreign
investment granting the said decision on approval.
The foreign investor shall re-submit the application
for access permission, where the competent authority
of foreign investment deems necessary.

Article 42 [Formalities]

For the foreign investment subject to access
permission in accordance herewith, foreign investors
shall go through the formalities for registration,
foreign exchange, tax and other matters after
obtaining the access permission.

For a foreign investment for which no application for
access permission is required in accordance herewith,
foreign investors may go through the formalities for
registration, foreign exchange, tax and other matters
in accordance with the relevant laws and regulations.

Article 43 [Disclosure of Decision regarding
Permission]

The competent authorities of foreign investment shall
disclose decisions regarding foreign investment
access permission to society, except for those that
shall not be made public in accordance with the law.

Article 44 [Report on the Compliance with Additional
Conditions]

For a foreign investment which is granted conditional
access permission in accordance herewith, foreign
investors or foreign-invested enterprises shall, in
addition to the submission of the annual reports in
accordance with Section 4 [Regular Report] of
Chapter V [Information Reporting] hereof, state the
relevant information on the operation carried out in
compliance with the additional conditions in the
previous year.

Article 45 [Identification as Domestic Investment
under the Circumstance of Actual Control]
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Where the foreign investors as stipulated in Item 2,
Paragraph 1 of Article 11 [Foreign Investors], who
are under the control of Chinese investors, engage in
any investment as set out in the Catalogue of
Restrictions in China, they may, when applying for
access permission, submit documentary evidence to
apply for identifying their investment as an
investment by Chinese investors.

The competent authorities of foreign investment shall
review the application filed by the foreign investors in
accordance with the provisions of the preceding
paragraph when conducting the access permission
review, and shall grant the review opinion on whether
the said investment is identified as investment by
Chinese investors, which shall be stated in the
decision regarding the access permission.

Article 46 [Guidance on Review of Foreign
Investment Access]

The competent authority of foreign investment under
the State Council shall prepare and publish the
guidance on the review of foreign investment access.

Article 47 [Consultation]

Foreign investors and interested parties thereof may
seek advice on the scope and procedures for foreign
investment access permission from the competent
authorities of foreign investment provided for in
Article 27 [Application for Foreign Investment Access
Permission] hereof.

The competent authorities of foreign investment shall
give a reply within ten working days after receiving
the application for advice.

Chapter IV National Security Review

Article 48 [Security Review System]

In order to ensure national security and regulate and
promote foreign investment, the State shall establish
a unified national security review system for foreign
investment, to review any foreign investment that
endangers or may endanger the national security.

Article 49 [Joint Conference for Security Review]
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The State Council shall set up an inter-ministerial
joint conference for review of foreign investment in
terms of national security (hereinafter referred to as
the "Joint Conference"), to undertake the
responsibility of the national security review of
foreign investment.

The development and reform authority under the
State Council and the competent authority of foreign
investment under the State Council shall jointly act as
the convener of the Joint Conference, to carry out the
specific national security review of foreign
investment, in concert with the relevant departments
involved in such foreign investment.

Article 50 [Application Filed by Investor for Security
Review]

If the foreign investment endangers or may endanger
national security, the foreign investor may submit an
application for the national security review to the
competent authority of foreign investment under the
State Council.

Article 51 [Application Materials for Security Review]
A foreign investor shall submit the following materials
to the competent authority of foreign investment
under the State Council for the national security
review:

1. the application, including:

(1) information of the foreign investor and the senior
management thereof;

(2) basic information concerning the foreign
investment, including investment amount, investment
sector, region of investment, investment method,
ratio and form of contribution, and business plan;

(3) statement on the danger or potential danger of
the foreign investment to national security;

(4) information concerning the foreign-invested
enterprise in respect of organizational form and
governance structure if the incorporation or change
of such foreign-invested enterprise is involved; and
(5) methods of notification and service.

2. documents and supporting materials relating to the
content of the application;

3. representations and declarations of the foreign
investor and the actual controller thereof, and the
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commitments to the authenticity and integrity of the
application materials; and

The competent authority of foreign investment under
the State Council may require the foreign investor
and other interested parties to submit the relevant
supplementary materials in the course of the national
security review.

Article 52 [Discussion Appointment]

Prior to submitting the application for the security
review to the competent authority of foreign
investment under the State Council, a foreign investor
may request a discussion appointment for the
relevant procedural questions, to communicate about
the relevant situation in advance.

Article 53 [Determining Whether the Security
Review Is Required]

The competent authority of foreign investment under
the State Council shall, within 15 working days upon
the receipt of the application materials as set out in
Article 51 [Application Materials for Security Review]
hereof, inform the applicant whether the national
security review is required for the relevant foreign
investment matter.

If the national security review is required, the
competent authority of foreign investment under the
State Council shall, within five working days after
informing the applicant of such review, submit the
relevant foreign investment matter to the Joint
Conference for review.

Article 54 [Withdrawal of Application for Security
Review by the Investor Concerned]

Without the consent of the competent authority of
foreign investment under the State Council, the
foreign investor concerned shall not withdraw its
application for the national security review filed.

Article 55 [Start of Security Review Ex Officio]

The Joint Conference may conduct ex officio the
national security review of a foreign investment that
endangers or may endanger the national security.
Where any party concerned other than the relevant
departments, industry associations, peer enterprises,
upstream and downstream enterprises and foreign
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investors believes that the national security review of
a foreign investment is necessary for a certain foreign
investment, such party concerned may advise the
competent authority of foreign investment under the
State Council to carry out the national security
review. Where the Joint Conference deems that the
national security review is necessary, it may decide to
carry out such review.

Where the Joint Conference makes the decision on
starting the national security review, the competent
authority of foreign investment under the State
Council shall inform the foreign investor concerned of
the said decision in writing.

Article 56 [Security Review Anew]

The Joint Conference may, in accordance with Article
55 [Start of Security Review Ex Officio] hereof,
conduct the national security review anew of the
foreign investment that has been reviewed before,
under any of the following circumstances:

1. any foreign investor or any other party concerned
conceals relevant information, or provides any false
information or makes any misrepresentation, in the
review process; or

2 any foreign investor or any other party concerned
makes an investment in violation of the restrictive
conditions attached to the review decision.

Article 57 [Factors for Security Review]

For the national security review of a foreign
investment, the following factors shall be considered:
1. impacts on the national defence security including
the production capacity of the domestic products,
domestic service supply capacity and the relevant
equipment and facilities needed for the national
defence, and impacts on the security of major and
sensitive defence installations;

2. impacts on the research and development capacity
for key technologies involving national security;

3. impacts on the technological leadership of China
involving the field of national security;

4. impacts on dual-use items and technology diffusion
subject to import and export control;

5. impacts on the key infrastructure and key
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technologies of China;

6. impacts on the information and network security of
China;

7. impacts on long-term demands of China for
energy, food and other critical resources;

8. whether the foreign investment matter is under
the control of a foreign government;

9. impacts on the stable operation of the national
economy;

10. impacts on the public interests and public order;
and

11. other factors that the Joint Conference deems
necessary to be considered.

Article 58 [Types of Decisions on Security Review]
Based on the results of the national security review,
the State Council or the Joint Conference may make
any of the following decisions:

1. grant approval where the foreign investment
imposes no danger to national security;

2. grant conditional approval where the foreign
investment endangers or may endanger national
security yet such danger or potential danger may be
eliminated by additional restrictive conditions; or

3. refuse to grant approval where the foreign
investment endangers or may endanger national
security and such danger or potential danger cannot
be eliminated.

Article 59 [Obligation to Cooperate in the Security
Review]

Foreign investors and other parties concerned shall
cooperate with the Joint Conference in the national
security review, by providing the information required
for the review and accept the relevant inquiry or
verification.

Article 60 [Stages of Security Review]

The national security review conducted by the Joint
Conference includes the stage of general review and
the stage of special review.
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Article 61 [Time Limit of General Review]

The general review shall be completed within 30
working days from the date on which the competent
authority of foreign investment under the State
Council submits the foreign investment to the Joint
Conference for review in accordance with Article 53
[Determining Whether the Security Review Is
Required] hereof, or from the date on which the Joint
Conference decides to conduct the national security
review in accordance with Article 55 [Start of Security
Review Ex Officio] hereof.

Article 62 [Opinions on General Review ]

After the general review, where the Joint Conference
believes that the foreign investment will not endanger
national security, it shall form a review opinion and
notify the competent authority of foreign investment
under the State Council in writing of such opinion;
where it believes that the foreign investment may
have the risk of endangering national security, it shall
decide to conduct the special review and notify the
competent authority of foreign investment under the
State Council in writing of such decision.

The competent authority of foreign investment under
the State Council shall notify the applicant and the
parties concerned in writing within five working days
upon receipt of the review opinions issued by the
Joint Conference.

Article 63 [Time Limit of Special Review]

The special review shall be completed within 60
working days from the date on which the special
review process starts in accordance with Article 62
[Opinions on General Review ] hereof.

After the special review process starts, the Joint
Conference shall organize the security evaluation of
the foreign investment and conduct the review based
on the evaluation opinion.

Article 64 [Opinions on Special Review ]

After the special review, where the Joint Conference
believes that the foreign investment will not endanger
national security, it shall provide a written review
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opinion and notify the competent authority of foreign
investment under the State Council of such opinion;
the competent authority of foreign investment under
the State Council shall notify the applicant and the
parties concerned in writing of the review opinion
issued by the Joint Conference within five working
days upon the receipt of such opinion.

During the special review, where the Joint
Conference believes that the foreign investment
endangers or may endanger national security, it shall
submit a written review opinion to the State Council
for decision. If the approval is granted, the
competent authority of foreign investment under the
State Council shall notify the applicant and the parties
concerned in writing of such approval; if no approval
is granted, the decision on disapproval shall be made
by the State Council.

Article 65 [Additional Restrictive Conditions]

In order to avoid any potential danger caused by the
relevant foreign investment to national security, the
applicant may, before the review decision is made,
propose suggestions on imposing additional
restrictive conditions on the relevant foreign
investment to the competent authority of foreign
investment under the State Council.

The Joint Conference shall assess the effectiveness
and feasibility of such suggestions.

The Joint Conference may, based on the assessment
result, discuss and determine the additional restrictive
conditions with the parties concerned, including the
necessary adjustment to the investment to eliminate
the potential danger to national security.

Article 66 [Conditional Approval]

Upon the assessment and agreement reached with
the parties concerned, the Joint Conference may
make the decision on the conditional approval, and
notify the competent authority of foreign investment
under the State Council in writing to inform the
applicant and the parties concerned of such decision.

Article 67 [Supervision of the Execution of
Restrictive Conditions]
For a foreign investment that passes the national
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security review with the conditional approval granted
in accordance herewith, the foreign investors or the
foreign-invested enterprises shall, in addition to the
submission of the annual reports in accordance with
Section 4 [Regular Report] of Chapter V [Information
Reporting] hereof, state the relevant information
concerning compliance with the restrictive conditions
in the previous year.

The competent authority of foreign investment under
the State Council shall, in concert with the relevant
department, take the appropriate measures to
supervise the execution of restrictive conditions. If
any relevant party concerned violates the restrictive
conditions, causing or likely to cause any danger to
national security, the competent authority of foreign
investment under the State Council may propose an
additional national security review in accordance with
the provisions of Article 56 [ Security Review Anew]
hereof.

Article 68 [Guidance on Security Review]

The competent authority of foreign investment under
the State Council shall prepare and publish guidance
on the national security review of foreign investment.

Article 69 [Annual Report on Security Review]

The competent authority of foreign investment under
the State Council shall prepare and publish the
annual report on the national security review of
foreign investment.

Article 70 [Provisional Measures for Security
Review]

The competent authority of foreign investment under
the State Council may take necessary provisional
measures to safeguard national security in the course
of the national security review.

Article 71 [Mandatory Measures for the Security
Review]

Where the foreign investment has caused or may
cause any major danger to national security as
affirmed by the national security review, the
competent authority of foreign investment under the
State Council shall order that the parties concerned
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shall not make or shall terminate the foreign
investment, or shall assign the relevant equities or
assets or take other effective measures to eliminate
or avoid the danger caused by foreign investment to
national security.

The competent authority of foreign investment under
the State Council may, in concert with the relevant
departments, take necessary measures to eliminate
or avoid the danger caused by foreign investment to
national security.

Article 72 [Assumption of Legal Liability]

Where a foreign investor makes an investment
without application for the national security review, if
the measures taken by the competent authority of
foreign investment under the State Council, in
accordance with Article 70 [Provisional Measures for
Security Review] and Article 71 [Mandatory Measures
for Security Review] hereof, result in any loss to the
investment made, such loss shall be borne by the
foreign investor.

Article 73 [Exemption of Administrative
Reconsideration and Litigation]

No administrative reconsideration or litigation shall be
filed against the national security review decision
made in accordance with the present Chapter.

Article 74 [Security Review System for Foreign
Investment into the Financial Sector]

The national security review system for investment by
foreign investors in the financial sector shall be
otherwise provided for by the State Council.

Chapter V Information Reporting
Section 1 General Provisions

Article 75 [Information Reporting System]

The State shall establish and improve the foreign
investment information reporting system, grasp the
nationwide foreign investment situation and the
operating status of foreign-invested enterprises in a
timely, accurate and comprehensive manner, and
provide the basis for formulating and improving
foreign investment laws, regulations and policies, and
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promoting and guiding foreign investment.

Article 76 [Information Reporting Management]
The competent authority of foreign investment under
the State Council shall establish a foreign investment
information reporting system, develop an information
reporting management system, and take charge of
the summarization, analysis, release and external
exchange of the foreign investment information
nationwide.

Article 77 [Foreign Investment Analysis Report]
The competent authority of foreign investment under
the State Council shall prepare and publish an annual
analysis report on foreign investment, including
industry analysis, economic benefits, social impacts,
policy advice and other content relating to foreign
investment.

Article 78 [Subject of Information Reporting]
Foreign investors and foreign-invested enterprises
shall perform the information reporting obligation in
accordance herewith.

Article 79 [Information Reporting Channels]
Foreign investors and foreign-invested enterprises
shall report information to the competent authorities
of foreign investment through the foreign investment
information reporting system.

Article 80 [Reporting in Good Faith]

Foreign investors and foreign-invested enterprises
shall, in accordance herewith, provide authentic,
accurate and complete information, and shall not
make any false record, misleading statement or major
omission.

Article 81 [Portfolio Investment Reporting]

Foreign investors purchasing the stocks of domestic
listed companies shall perform their reporting,
announcement and other statutory obligations in
accordance with the relevant provisions of the
Securities Law and the securities regulatory authority
of the State Council.
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Where a foreign investor purchases not less than
10% of the stocks of a domestic listed company, or
less than 10% but such purchase leads to a change
in the control of the domestic listed company, such
foreign investor shall perform its reporting obligation
in accordance with the provisions of the present
Chapter.

Where a foreign investor purchases less than 10% of
the stocks of a domestic listed company and such
purchase does not lead to a change in the control of
the domestic listed company, such foreign investor
shall perform its reporting obligation in accordance
with Article 93 [Content of Annual Report - Portfolio
Investment] hereof.

Article 82 [Announcement on Reporting
Information]

The competent authority of foreign investment under
the State Council may announce the information
provided by foreign investors and foreign-invested
enterprises to society through the foreign investment
information reporting system.

Article 83 [Reporting Information Inquiry]
Citizens, legal persons or other organizations may
apply for inquiries concerning foreign investment
information to the competent authorities of foreign
investment in accordance with the law.

Article 84 [Exception to Information Announcement]
Foreign investment information involving the trade
secrets or personal privacies of foreign investors and
foreign-invested enterprises shall not be disclosed,
unless otherwise specified by the laws and
administrative regulations.

Section 2 Reporting on Foreign Investment
Matters

Article 85 [Information Reporting Time]

Foreign investors or foreign-invested enterprises shall
submit the information reports before the investment
is made or within 30 days from the date on which the
investment is made in accordance with the provisions
of the present Section.



RSN SE A FE £ A
FACERN, LS B2
otk Biskmtizc H; A EILE
R, PABR AL S se sz HoN
WStz Ho

VAN WA S
Ei:a=p

B | 5 % A A3 B St T 2
AAE BT, KRB G LA L
ALY, AR BTS2 HEE 30

SESEDa=g ARV
FHINTLEFK EREREN
#1

AN 73 R E S
P R A B 5 b 1) ¥ o7 AR B
(1), AME B AN R DL RS
SE

(—) HMEEFEE ARG
B, SEARR. FAr. .
ehriEm A AR, EE
% BER AN KR R

(=) HMEBEFEEAER,
ARG EH. PR,
PR BB IX I, F R A
Bx . HEpms R, 3%
5 AH AT BUZE T B4 SR UL 5

(=) SMERTE AN IFEA(E
B, BFEAIR. E. AEVM
A5, VEM M. BALEE R, $%
S EMEAL SRR EHA
HAUE. B BRRAK
B &7

AN #5537 o 8 P B
ANEE B A B F % Aol F v 7 B AR
B, R ATEK (—) M
() WA

AMEHE T BRI B SR AR
e e WA o ok

[Se PRt B A2

Where registration is required for making foreign
investment by laws and regulations, the date of
making the investment shall be the date on which the
corresponding registration is completed; where there
is no requirement of registration, the date of making
the investment shall be the date on which the
relevant investment transaction is completed.

Article 86 [Reporting on Changes in Actual
Investment]

Foreign investors shall submit information reports
before making the investment, and where there is
any change in the actual investment, they shall report
such change within 30 days from the date of making
the investment.

Article 87 [Content of Information Reporting]

For investment in China by foreign investors involving
the incorporation or change of any foreign-invested
enterprise, the foreign-invested enterprise shall
report the following information:

1. basic information of foreign investors, including
names, addresses, places of registration, actual
controllers, organizational forms, primary business
lines, contact persons and contact information;

2. basic information of foreign investment, including
the investment amount, investment source,
investment sector, investment time, investment
method, the ratio and form of contribution, and the
information on the acquisition of the relevant
administrative licence or filing; and

3. basic information of the foreign-invested
enterprise, including the name, address, organization
code, place of registration, equity structure,
investment amount, registered capital, actual
controller, organizational form, business scope,
contact persons and contact information.

For investment in China by foreign investors involving
no incorporation or change of any foreign-invested
enterprise, only the content set out in Items 1 and 2
of the preceding paragraph is required for reporting.
The competent authorities of foreign investment may
require foreign investors or foreign-invested
enterprises to submit supplementary materials
relating to the information set out in the preceding
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two paragraphs.

Article 88 [Reporting on the Access permission]

For foreign investment required to be granted access
permission in accordance with the provisions hereof,
the reporting obligation shall be performed within 30
days upon acquisition of the access permission. In
addition to reporting on the relevant information in
accordance with Article 87 [Content of Information
Reporting] hereof, the relevant information on the
acquisition of access permission shall also be
reported.

Section 3 Reporting on Changes in Foreign
Investment Matters

Article 89 [Reporting Content of Changes]

Where there are changes in foreign investment
matters, the foreign investors or foreign-invested
enterprises shall submit the reports on changes
within 30 days upon the occurrence of such changes.
For the purpose of the preceding paragraph, changes
include:

1. changes in hames, addresses, places of
registration, actual controllers, organizational forms,
primary business lines, contact persons and contact
information of the foreign investors;

2. changes in the identity of foreign investors due to
the occurrence of merger, separation, bankruptcy,
dissolution, revocation, suspension, cancellation or
change of nationality or death;

3. changes in the investment amount, investment
source, investment sector, region of investment,
investment time, investment method, the ratio and
form of contribution, and the information on
acquisition of the relevant administrative licence or
filing of foreign investment;

4. assignment, lease, mortgage or pledge of the
interests in the foreign investment;

5. changes in names, addresses, organization codes,
places of registration, equity structures, investment
amounts, registered capital, actual controllers,
organizational forms, business scopes, contact
persons and contact information of foreign-invested
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enterprises; and

6. changes in the identity of foreign-invested
enterprises due to the occurrence of merger,
separation, bankruptcy, dissolution, revocation,
suspension or cancellation.

The competent authorities of foreign investment may
require foreign investors or foreign-invested
enterprises to submit supplementary materials
relating to the information set out in the preceding
paragraph.

Article 90 [Triggering of New Access Permission]
Where any change set out in Article 89 [Reporting
Content of Changes] hereof occurs, which triggers
new foreign investment access permission, a foreign
investor shall apply for access permission in
accordance herewith.

Article 91 [Violation of Conditions for Access
permission]

Where any change set out in Article 89 [Reporting
Content of Changes] hereof occurs, which may
violate the conditions attached to the foreign
investment access permission, a foreign investor shall
state such violations when submitting the report on
changes, and propose solutions. The competent
authority of foreign investment granting access
permission may conduct the investigation as the case
may be, and may require the foreign investor to take
remedial measures or re-apply for access permission
in accordance herewith.

Section 4 Regular Report

Article 92 [Content of Annual Report]

For investment in China by foreign investors involving
the incorporation or change of any foreign-invested
enterprise, the foreign-invested enterprise shall
submit the information report for the previous year
prior to 30 April of each year, which includes the
following content:

1. basic information of foreign investors, including
names, addresses, places of registration, actual
controllers, organizational forms, primary business
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lines, contact persons and contact information;

2. basic information of foreign investment, including
the investment amount, investment source,
investment sector, region of investment, investment
time, investment method, the ratio and form of
contribution, and information on the acquisition of
the relevant administrative licence or filing;

3. basic information of the foreign-invested
enterprise, including the name, address, organization
code, place of registration, equity structure,
investment amount, registered capital, actual
controller, organizational form, business scope,
contact persons and contact information;

4. information on the business conditions of the
foreign-invested enterprise for the previous year,
including industry sector, main products or services,
import and export, employment situation, tax
payment, and research and development;

5. the financial and accounting information of the
foreign-invested enterprises for the previous year,
including assets, liabilities, owner's equities, revenue,
expenses and profits;

6. information on the investment and import and
export trade conducted by and between the foreign-
invested enterprise and foreign investors as well as
their related parties for the previous year; and

7. the relevant information on significant litigation,
administrative reconsideration, administrative or
criminal penalty within and outside China involving
the foreign-invested enterprise and the complaints
filed in accordance with Chapter VIII [Coordination in
Handling of Complaints] hereof for the previous year.
For investment in China by foreign investors involving
no incorporation or change of any foreign-invested
enterprise, the foreign investors shall submit the
annual information reports prior to 30 April of each
year, which include the information set out in Items 1
and 2 of the preceding paragraph and the
information on investment asset transactions and the
returns on investment for the previous year.

The competent authority of foreign investment may
require foreign investors or foreign-invested
enterprises to submit supplementary materials
relating to the information as set out in the preceding
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two paragraphs.

Article 93 [Content of Annual Report - Portfolio
Investment]

Where a foreign investor purchases less than 10% of
the stocks of any domestic listed company and such
purchase does not lead to a change in the control of
the domestic listed company, such foreign investor
shall submit annual reports including the following
information prior to 30 April of each year:

1. the name, address, place of registration, actual
controller, organizational form, primary business
lines, contact persons and contact information of the
foreign investor;

2. the name, stock code and business scope of the
listed company; and

3. the information on stock transactions for the
previous year.

Article 94 [Quarterly Reports of Key Foreign-
invested Enterprises]

Foreign-invested enterprises controlled by foreign
investors, with total assets, sales volume or operating
income above CNY10 billion, or above 10 subsidiaries,
shall report the quarterly information on operating
conditions and the financial and accounting
information within 30 days after each quarter ends.

Article 95 [Consolidation of Reports]
Foreign-invested enterprises shall consolidate the
relevant information of the domestic enterprises
under their control directly or indirectly and compile
reports on a consolidated basis.

Section 5 Foreign Investment Analysis

Article 96 [Foreign Investment Analysis]

The competent authority of foreign investment under
the State Council shall, in accordance with the
Statistics Law and the relevant state provisions,
establish and improve the statistical survey system
and statistical standards for foreign investment,
organize, coordinate and manage the statistical
survey work nationwide in respect of foreign
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investment, and in combination with the content of
information reports of foreign investors and foreign-
invested enterprises, carry out statistical analysis,
publish statistical data, and do the work of file
management, data sharing and foreign exchange
well.

Article 97 [Statistical Report]

The competent authority of foreign investment under
the State Council shall summarize and generalize the
relevant content of the information reports submitted
by foreign investors and foreign-invested enterprises,
and prepare and publish foreign investment analysis

reports.

Article 98 [Obligation to Provide Information]

When carrying out foreign investment statistical work,
the competent authority of foreign investment under
the State Council may require the relevant local
governments and departments to provide the
relevant information and data in accordance with the
law, and the relevant local governments and
departments shall provide assistance.

Article 99 [Statistical Data Sharing]

The competent authority of foreign investment under
the State Council shall provide foreign investment
statistical data to the relevant departments in
accordance with the law.

Chapter VI Investment Promotion

Article 100 [Investment Promotion Mechanism]

The State formulates foreign investment development
strategies, establishes and improves the foreign
investment promotion mechanism, guides foreign
investment to be commensurate with China's national
economic and social development, and improves the
quality and level of foreign investment utilization.

Article 101 [Investment Promotion Policies]

The State establishes policies and measures in such
aspects as finance, tax, banking, talents, industry,
training, and research and development in
accordance with the law so as to promote foreign
investment.
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Article 102 [Industrial and Regional Policies]
According to the domestic economic and social
development and the needs of the industrial transfer
situation, the State promotes foreign investors'
investment in the industries and fields encouraged by
the State, and special economic zones, minority
autonomous areas and economically underdeveloped
areas, and their foundation of foreign-invested
enterprises providing advanced products, services or
technologies.

Article 103 [Investment Promotion Services]

The State shall establish a public service system for
foreign investment, and provides foreign investors
and other social public with investment promotion
services in terms of laws and regulations, policies and
measures, investment projects, and information
related to foreign investment.

Article 104 [Investment Promotion Order]

The State promotes the establishment of the
reasonable and normative investment promotion
order.

No foreign investment shall be encouraged at the
cost of harming national security, public interests,
public life and health, ecological environment,
labourers' rights and interests or otherwise.

Article 105 [International Investment Promotion
Organizations]

The State supports international investment
promotion organizations in carrying out foreign
investment promotion activities. International
investment promotion organizations shall perform the
following duties under the guidance of the competent
authority of foreign investment under the State
Council:

1. implementation of the national strategic planning
and policies and measures on foreign investment;

2. establishment and implementation of the national
investment environment evaluation systems;

3. establishment of a national platform for public
information, projects and consulting services with
respect to foreign investment;
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4. carrying out of national investment promotion
activities and provision of investment promotion
training;

5. establishment of representative offices for
overseas investment promotion;

6. development of exchange and cooperation with
investment promotion organizations and international
investment promotion organizations in other
countries or regions; and

7. accepting and coordinating the handling of
complaints from foreign investors, and helping to
safeguard the legitimate rights and interests of
foreign investors and foreign-invested enterprises.

Article 106 [International Investment Exchange
Platform]

International investment promotion organizations
organize and establish an international investment
exchange platform to promote and facilitate
transnational investment.

Article 107 [Investment Information Websites and
Database]

International investment promotion organizations
establish and improve international investment
promotion websites and the international investment
project database.

Article 108 [Local Investment Promotion]

The State encourages all localities to establish and
improve international investment promotion
mechanisms, and set up special investment
promotion organizations.

Article 109 [Special Economic Zones]

The State Council may set up special economic zones
to promote foreign investment, and expand the
opening up.

Article 110 [Administration over Special Economic
Zones]

The competent authority of foreign investment under
the State Council and the relevant competent
authorities provide guidance, services and
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management for the special economic zones as per
their respective duties.

Chapter VII Investment Protection

Article 111 [Expropriation]

Except under special circumstances, foreign
investment is not subject to expropriation by the
State.

Where foreign investment is subject to expropriation
by the State for the need of social interests, such
expropriation shall be carried out in accordance with
statutory procedures and compensation shall be
provided in accordance with the law.

Article 112 [Requisition]

For the urgent need of emergency and disaster relief,
within the limits of power and in accordance with the
procedures provided by the law, immovables or
movables within the territory of China owned by
foreign investors and foreign-invested enterprises
may be requisitioned.

For the requisition of immovables or movables within
the territory of China owned by foreign investors and
foreign-invested enterprises, reasonable use fees
shall be paid in accordance with the law. Immovables
or movables requisitioned shall be returned to the
owners after use. Where the immovables or movables
requisitioned are damaged or lost, compensation shall
be provided in accordance with the law.

Article 113 [State Compensation]

Where State organs and their functionaries illegally
exercise their functions and powers, causing damage
to foreign investors and foreign-invested enterprises,
such foreign investors and foreign-invested
enterprises are entitled to claim for compensation in
accordance with the law.

Article 114 [Transfer]

Unless otherwise provided by laws and administrative
regulations, the State allows free transfer into or out
of China of such lawful property of foreign investors
as investments, profits, incomes from the disposal of
assets and compensation lawfully acquired.
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Article 115 [Transparency]

The State promptly publishes the laws and
regulations and judicial judgments relating to foreign
investment in accordance with the law.

Foreign investors and foreign-invested enterprises
may participate in the formulation procedures for
laws and regulations in accordance with the law and
voice their comments and opinions.

Article 116 [Intellectual Property Protection]

The State protects the intellectual property of foreign
investors and foreign-invested enterprises in
accordance with the law.

Article 117 [Chambers of Commerce and
Associations]

Foreign investors and foreign-invested enterprises
may establish, in accordance with the law and
voluntarily in conjunction with chambers of commerce
and associations, carry out the relevant activities
within the scope specified by laws, regulations and
articles of association and protect their own rights
and interests.

Article 118 [Dispute Settlement]

Disputes arising from the investing and operating
activities within the territory of China by foreign
investors may be settled through negotiation,
mediation, complaint, reconsideration, arbitration,
litigation or otherwise in accordance with the relevant
laws and regulations.

Chapter VIII Coordination in the Handling of
Complaints

Article 119 [Mechanism for Coordination in the
Handling of Complaints]

The State shall establish a mechanism for the
coordination of handling foreign investment
complaints, which is responsible for coordinating the
handling of investment disputes between foreign
investors and foreign-invested enterprises, and
administrative organs.

Article 120 [Duties of the Centre for Coordination in
the Handling of Complaints]
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International investment promotion organizations
have established a national center for the
coordination of handling foreign investment
complaints to coordinate the handling of foreign
investment complaints which have major impacts
nationwide, and perform the following duties:

1. receiving and forwarding foreign investment
complaints;

2. coordinating with the relevant local governments
and departments in the handling of foreign
investment complaints;

3. urging or inspecting the implementation of
handling schemes for foreign investment complaints;
4. putting forward suggestions about improvements
to policies and the work to the relevant local
governments and departments according to the
specific situation of foreign investment complaints;
and

5. researching and analyzing foreign investment
complaints and submitting a report to the competent
authority of foreign investment under the State
Council.

Article 121 [Request for Assistance]

According to the needs of coordination in the
handling of foreign investment complaints, the
national center for coordination in the handling of
foreign investment complaints may require the
relevant local governments and departments to
explain the situation and provide materials and other
necessary assistance.

Article 122 [Suggestions for Coordination in
Handling]

Where the national center for coordination in the
handling of foreign investment complaints proposes
suggestions to the relevant local governments and
departments in accordance with Article 120 [Duties of
the Centre for Coordination in the Handling of
Complaints] hereof, the relevant local governments
and departments shall accept such suggestions and
provide timely feedback on the handling situation.

Article 123 [Institutions for Coordination in the
Handling of Complaints]
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Local people's governments at and above the county
level shall establish institutions for coordination in the
handling of foreign investment complaints according
to the needs to accept, and coordinate the handling,
within their respective jurisdictions, of complaints
made against administrative organs by foreign
investors and foreign-invested enterprises in
investment disputes and to take charge of handling
complaints forwarded by the national center for
coordination in the handling of foreign investment
complaints.

Article 124 [Principles for Coordination in the
Handling of Complaints]

Institutions for coordination in the handling of foreign
investment complaints shall, in compliance with the
principles of fairness, justness and legality and in
accordance with the provisions of the Law and the
relevant laws and regulations, coordinate the
handling of complaints.

Article 125 [Faithful Complaints]

When making complaints, foreign investors and
foreign-invested enterprises shall faithfully reflect the
situation, provide the relevant evidence, and
cooperate with institutions for coordination of the
handling of foreign investment complaints to handle
the complaints.

Chapter IX Supervision and Inspection

Article 126 [Supervision and Inspection]

The competent authorities of foreign investment shall
strengthen the supervision and inspection regarding
whether foreign investors and foreign-invested
enterprises abide by the Law.

The industrial and commercial, taxation, foreign
exchange, auditing and other competent
administrative departments shall perform their
powers and functions of supervision and inspection in
accordance with the law.

Article 127 [Launch of Supervision and Inspection]
The competent authorities of foreign investment may,
according to the following circumstances, launch the
supervision and inspection of foreign investors and
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foreign-invested enterprises:

1. regular sampling inspections;

2. inspections according to reports;

3. inspections according to the suggestions and
feedback of the relevant departments and the judicial
organs; and

4. other inspections launched ex officio.

Article 128 [Sampling Inspections]

Sampling inspections are divided into non-directional
sampling inspections and directional sampling
inspections.

Non-directional sampling inspection refers to the
random determination of persons and matters under
inspection by the competent authorities of foreign
investment; directional sampling inspection refers to
the random determination of persons under
inspection by the competent authorities of foreign
investment according to such specific conditions as
the type of foreign investment, business size, industry
and geographic region.

Article 129 [Whistleblowing]

With regard to behaviour suspected of violating the
Law, any entity or individual has the right to report
the same to the competent authorities of foreign
investment.

Whistleblowers may require the competent
authorities of foreign investment to keep their
information confidential.

Article 130 [Verification of Facts in Whistleblowing]
Whistleblowers shall provide their basic information
as well as basic information of the alleged violators
and the relevant facts and evidence for alleged
violation of the Law.

Where the competent authorities of foreign
investment deem it necessary, the whistleblowing
shall be verified.

Article 131 [Content to be Inspected]
Matters to be inspected include:
1. whether investments are made in the fields
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specified in the Catalogue of Prohibitions;

2. whether investments are made in the fields
specified in the Catalogue of Restrictions without
permission;

3. whether the conditions attached to the access
permission decision are complied with;

4. whether the restrictive conditions attached to the
national security review decision are complied with;
5. whether the information reporting obligation is
performed;

6. whether the administrative penalty decision made
by the competent authorities of foreign investment is
performed;

7. whether there are acts that endanger national
security or public interests; and

8. whether there are other cases in violation of the
Law.

Article 132 [Inspection Methods]

The competent authorities of foreign investment may
adopt network monitoring, questionnaire survey, on-
site verification or otherwise in carrying out the
inspection.

Article 133 [On-site Verification]

Where the competent authorities of foreign
investment carry out on-site verification, there shall
be at least two inspectors, who shall present their
certificates in the inspection. Inspectors shall fill in
the On-site Verification Record, with the verification
results faithfully recorded, which shall be signed or
sealed by the inspected enterprises or persons. In the
absence of the signature or seal, inspectors shall
specify the reason and may, if necessary, invite the
persons concerned to act as witnesses.

Article 134 [Professional Conclusions]

According to the needs of inspection, the competent
authorities of foreign investment may entrust
accounting firms, certified tax agent firms, law firms
and other professional agencies to provide capital
verification, audit, authentication, consulting and
other professional services.

The competent authorities of foreign investment may
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adopt the inspection and verification results made by
other government departments.

Article 135 [Cooperation with Inspection]

In the process of inspection, the competent
authorities of foreign investment may, in accordance
with the law, refer to or request the persons under
inspection to provide the relevant materials, which
shall be truthfully provided by the latter.

Article 136 [Inspection Disciplines]

The implementation of the inspection by the
competent authorities of foreign investment shall not
hinder the normal production and operation activities
of the persons under inspection, shall not accept
property or services provided by the persons under
inspection or seek other illegal benefits.

Article 137 [Inspection Handling]

Where the persons under inspection are found during
the process of inspection to have possibly violated
the Law, the competent authorities of foreign
investment may, in accordance with the law, conduct
an investigation. Where a violation is confirmed after
the investigation, the persons under inspection shall,
in accordance with the provisions of Chapter X [Legal
Liability] hereof, be punished.

Article 138 [Information Sharing]

The competent authorities of foreign investment and
other relevant administrative departments shall
achieve information sharing in foreign investment
administration.

Article 139 [Inspections by Local Departments]

The competent authority of foreign investment under
the State Council is responsible for guiding the
supervision and inspection of foreign investment
nationwide and, according to the needs, carrying out,
or organizing local competent authorities of foreign
investment to carry out inspections.

The competent authorities of foreign investment of
local people's governments at and above the county
level are responsible for organizing or carrying out
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the foreign investment inspection within their
jurisdictions.

Article 140 [Guidance and Supervision of
Inspections Made by Local Departments]

The competent authorities of foreign investment at a
higher level shall strengthen the guidance and
supervision of inspections made by the competent
authorities of foreign investment at a lower level and
timely correct the relevant violations.

Article 141 [Credit Archives]

The competent authority of foreign investment under
the State Council shall establish a credit archive
system for foreign investment.

Information recorded in the credit archive system for
foreign investment includes that formed in the
incorporation registration, production and operation
and other activities of foreign investors and foreign-
invested enterprises as well as that in the possession
of the competent authorities of foreign investment
and other competent departments during supervision
and inspection and reflecting the credit conditions of
foreign investors and foreign-invested enterprises.
Specific measures for administration of the credit
archive system for foreign investment shall be
separately formulated by the State Council.

Article 142 [Publicity of Credit Information]

The competent authorities of foreign investment may,
in accordance with the law, publicize the credit
information of the relevant foreign investors and
foreign-invested enterprises.

The public may apply for disclosure of the credit
information of foreign investors and foreign-invested
enterprises.

Unless laws and administrative regulations otherwise
provide, credit information publicized in accordance
with the two preceding paragraphs or disclosed to
other persons shall not contain the commercial
secrets and personal privacy of foreign investors and
foreign-invested enterprises.

Article 143 [Correction of Credit Information]
Foreign investors and foreign-invested enterprises
may inquire to examine their own credit information
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in the credit archive system for foreign investment. If
they think that the relevant information recorded is
incomplete or erroneous, they may provide the
relevant evidential materials and apply for correction.
Any incomplete or erroneous information shall be
corrected after verification.

Chapter X Legal Liability

Article 144 [Investments in Fields Specified in the
Catalogue of Prohibitions]

Where foreign investors make investments in the
fields specified in the Catalogue of Prohibitions, the
competent authorities of foreign investment of the
people's governments of provinces, autonomous
regions and municipalities directly under the Central
Government at the place where the investments are
made shall order them to stop the implementation of
investments, dispose of equity or other assets within
a prescribed time limit, confiscate illegal gains, if any,
and impose a fine of not less than CNY100,000 but
not more than CNY1 million or of not more than 10%
of illegal investments.

Article 145 [Violation of Provisions on Access
Permission]

Where foreign investors make investments in the
fields specified in the Catalogue of Restrictions
without authorization, the competent authorities of
foreign investment of the people's governments of
provinces, autonomous regions and municipalities
directly under the Central Government at the place
where the investments are made shall order them to
stop the investments, dispose of equity or other
assets within a prescribed time limit, confiscate illegal
gains, if any, and impose a fine of not less than
CNY100,000 but not more than CNY1 million or of not
more than 10% of illegal investments.

Where foreign investors violate additional conditions
for access permission of foreign investment, the
competent authorities of foreign investment that
make the permission decision shall order them to
make corrections within a prescribed time limit and
impose a fine of not less than CNY50,000 but not
more than CNY500,000 or of not more than 5% of
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the investments; if foreign investors fail to make
corrections within the prescribed time limit, or the
circumstances are serious, the competent authorities
of foreign investment may revoke the access
permission.

Article 146 [Violation of Provisions on the National
Security Review]

Where foreign investors fall under either of the
following circumstances, the competent authority of
foreign investment under the State Council shall
order them to make corrections within a prescribed
time limit, impose a fine of not less than CNY100,000
but not more than CNY1 million or of not more than
10% of the investments, and may, in accordance with
the provisions of Article 56 [Additional Security
Review] hereof, propose an additional national
security review:

1. concealing the relevant situation, providing false
information or making false statements in the process
of the national security review; and

2. violating restrictive conditions attached to the
national security review decision.

Article 147 [Administrative Legal Liability for
Violating the Information Reporting Obligation]
Where foreign investors or foreign-invested
enterprises, in violation of the provisions hereof, fail
to perform on schedule, or evade the performance of,
the information reporting obligation, or conceal the
truth or provide false or misleading information when
information reporting, the competent authorities of
foreign investment of the people's governments of
provinces, autonomous regions and municipalities
directly under the Central Government at the place
where the investments are made shall order them to
make corrections within a prescribed time limit; if
they fail to make corrections within the prescribed
time limit, or the circumstances are serious, a fine of
not less than CNY50,000 but not more than
CNY500,000 or of not more than 5% of the
investments shall be imposed.

Article 148 [Criminal Legal Liability for Violating the
Information Reporting Obligation]
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Where foreign investors or foreign-invested
enterprises, in violation of the provisions hereof, fail
to perform on schedule, or evade the performance of,
the information reporting obligation, or conceal the
truth or provide false or misleading information when
information reporting, and if the circumstances are
extremely serious, a fine shall be imposed on the
foreign investors or foreign-invested enterprises and
the directly responsible person-in-charge and other
persons liable shall be sentenced to fixed-term
imprisonment of not more than one year or criminal
detention.

Article 149 [Legal Liability for Circumvention
Behaviour]

Where foreign investors and foreign-invested
enterprises circumvent the provisions hereof by
entrusted holding, trust, multi-level re-investment,
leasing, contracting, financing arrangements, protocol
control, overseas transaction or otherwise, make
investments in fields specified in the Catalogue of
Prohibitions, or make investments in fields specified
in the Catalogue of Restrictions without authorization
or violate the information reporting obligations
specified herein, the penalty shall be respectively
imposed in accordance with Article 144 of
[Investments in Fields Specified in the Catalogue of
Prohibitions], Article 145 [Violation of Provisions on
Access Permission], Article 147 [Administrative Legal
Liability for Violating the Information Reporting
Obligation] or Article 148 [Criminal Legal Liability for
Violating the Information Reporting Obligation]
hereof.

Article 150 [Enforcement Measures]

Where foreign investors and foreign-invested
enterprises fail to perform the administrative penalty
decisions made by the competent authorities of
foreign investment within the prescribed time limit,
the competent authorities of foreign investment may
take the following measures:

1. for those failing to pay the fine within the
prescribed time limit, imposing an additional fine of
0.05% of the above fine for each day of delay;

2. putting the property sealed up and detained up for
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auction or transferring the deposit frozen to offset the
fine in accordance with the law; and
3. applying to a people's court for enforcement.

Article 151 [Revocation of Certificates and Licences
and Criminal Legal Liability]

Where foreign investors and foreign-invested
enterprises violate the provisions hereof, the
competent authorities of the relevant industries may,
in accordance with the law, revoke the licence
certificate and the industrial and commercial
administrative departments may, in accordance with
the law, revoke the business licences of foreign-
invested enterprises; if a crime is constituted, criminal
liabilities shall be prosecuted in accordance with the
law.

Article 152 [Legal Liability of Functionaries of
Administrative Departments]

Where functionaries of the competent authorities of
foreign investment and other relevant administrative
departments engage in malpractices for personal
gains, abuse powers and functions or neglect duties
in the performance of duties, they shall be imposed
administrative sanctions in accordance with the law;
if they constitute a crime, criminal liabilities shall be
prosecuted in accordance with the law.

Chapter XI Supplementary Provisions

Article 153 [Enterprises Existing before the Entry
into Force of the Law]

The provisions hereof shall apply to foreign-invested
enterprises existing in accordance with the law before
the entry into force of the Law, except as otherwise
provided in the present chapter.

Article 154 [Changes to Enterprises Existing before
the Entry into Force of the Law]

Where foreign-invested enterprises existing in
accordance with the law before the entry into force of
the Law make changes to their operating items,
which fall into the circumstance under which an
application for access permission shall be made in
accordance herewith, they shall apply for access
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permission.

For foreign-invested enterprises existing in
accordance with the law before the entry into force of
the Law, where their newly increased investments
after the entry into force of the Law reach the
standards specified in the Catalogue of Restrictions,
they shall apply for access permission.

Article 155 [Going Concern under the Existing
Conditions]

Foreign-invested enterprises existing in accordance
with the law before the entry into force of the Law
may continue as a going concern under the business
scope, term of operation and other conditions
originally approved.

Article 156 [Term of Operation]

After the entry into force of the Law, investors may
agree on the term of operation on their own, except
where the competent authorities of foreign
investment take the term of operation as access
conditions in accordance with the relevant provisions
hereof.

Where the term of operation expires after the
promulgation but before the entry into force of the
Law and investors intend to conduct business on a
going concern basis, they may, after the entry into
force of the Law, go through the change formalities
with the industrial and commercial administrative
organs.

Where investors agree on the term of operation on
their own or change the term of operation, which
harms the rights and interests of a third party, the
third party may, in accordance with the relevant laws
and regulations, claim its rights.

Article 157 [Changes of Organization Forms and
Organizational Structures of Enterprises]
Foreign-invested enterprises existing in accordance
with the law before the entry into force of the Law
shall, within three years after the entry into force of
the Law and in accordance with the Company Law of
the People's Republic of China (hereinafter referred to
as the "Company Law"), the Partnership Enterprise
Law of the People's Republic of China, the Law of the
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People's Republic of China on Sole Proprietorship
Enterprises, and other laws and regulations, change
their organization forms and organizational
structures, but if the existing term of operation of
enterprises will expire within three years after the
entry into force of the Law and the enterprises intend
to extend the term of operation, such changes shall
be made within the existing term of operation of the
enterprises.

Before the changes are completed in accordance with
the provisions of the preceding paragraph, the
provisions on the organization forms and
organizational structures of enterprises specified in
the Law on Sino-foreign Equity Joint Ventures, the
Law on Wholly Foreign-owned Enterprises and the
Law on Sino-foreign Cooperative Joint Ventures shall
continue to apply.

Article 158 [Handling of Protocol Control]
(See the Notes to the Foreign Investment Law of the
People's Republic of China (Draft for Comment))

Article 159 [Acquisition of Foreign Nationality]
Where a natural person of Chinese nationality has
acquired foreign nationality, his investment in China,
whether occurring before or after the entry into force
of the Law, shall be deemed a foreign investment,
which shall be subject to the relevant provisions of
the Law, unless otherwise provided by the State
Council.

Article 160 [Acquisition of the Right of Permanent
Abode in Foreign Countries]

Where a natural person of Chinese nationality has
acquired the right of permanent abode in a foreign
country and there are separate provisions in the
relevant laws and administrative regulations on
treatments to his investment within the territory of
China, such provisions shall prevail.

Article 161 [Acquisition of the Right of Permanent
Abode in China]
Where a natural person of foreign nationality has
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acquired the right of permanent abode in China and
there are separate provisions in the relevant laws and
administrative regulations on treatments to his
investment within the territory of China, such
provisions shall prevail.

Article 162 [Investments of Taiwan Compatriots]
The Law applies mutatis mutandis to the investments
of Taiwan investors in the mainland, unless laws and
administrative regulations otherwise provide.

Special treatments to investments of Taiwan
investors in the mainland shall be separately
formulated by the State Council.

Article 163 [Investments of Hong Kong and Macao
Compatriots and Overseas Chinese]

The Law applies mutatis mutandis to the investments
of Hong Kong and Macao investors and overseas
Chinese in the mainland, unless laws and
administrative regulations otherwise provide.

Special treatments for investments of Hong Kong and
Macao investors and overseas Chinese in the
mainland shall be separately formulated by the State
Council.

Article 164 [Law Application]
Investment contracts signed and performed within
the territory of China by foreign investors shall be
governed by the Chinese law.

Article 165 [Countermeasures]

Where any country or region takes discriminatory
measures against Chinese investors and their
investments, the State may take appropriate
countermeasures in accordance with the actual
situation.

Article 166 [Foreign Investment in the Financial
Field]

Where foreign investors invest in banking, securities,
insurance and other financial fields, the relevant
competent financial departments shall, in accordance
with the relevant laws and administrative regulations,
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implement access permission and supervision and
inspection.

Article 167 [Denomination Currency]
RMB is adopted as the major denomination currency
in foreign investment administration and statistics.

Article 168 [Whether Including Given Figures]

For the purpose of the Law, "not less than", "not
more than", "reaches" and "reach" include the given
figures while "above", and "less than" do not include

the same.

Article 169 [Implementing Measures]
The State Council may formulate implementing
measures in accordance herewith.

Article 170 [Entry into Force]

The Law shall come into force as of mm/dd/yy. The
Law on Sino-foreign Equity Joint Ventures, the Law
on Wholly Foreign-owned Enterprises and the Law on
Sino-foreign Cooperative Joint Ventures shall be
simultaneously repealed.

Notes to the Foreign Investment Law of the People's
Republic of China (Draft for Comment)

(19 January, 2015)

The Law on Sino-foreign Equity Joint Ventures, the
Law on Wholly Foreign-owned Enterprises and the
Law on Sino-foreign Cooperative Joint Ventures
(hereinafter referred to as the "Three Foreign
Investment Laws") formulated in the early years of
China's reform and opening up provide a legal base
for China's foreign investment utilization and have
made significant contributions to the great historical
process of China's reform and opening up. The legal
system for foreign investment dominated by the
Three Foreign Investment Laws has played a pivotal
role in China's active and effective use of foreign
investment and promotion of national economic
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development. Over the years, China has stably
ranked second in the world and first in developing
countries in terms of absorption of foreign
investment. From introduction of capital, technology,
management experience and export channels to
introduction of modern services, new operation
philosophy and high-end talents, foreign-invested
enterprises have become an important force to
promote the economic and social development of
China.

At present, China is entering a critical stage in
building a moderately prosperous society in all
respects and a hard and important stage in its
reform. Opening up is also challenged by a new
situation and new tasks. The existing Three Foreign
Investment Laws can hardly adapt to the needs of
comprehensively deepening the reform and further
opening up. Firstly, the management mode "case-by-
case examination and approval system" established
by the Three Foreign Investment Laws is inadaptable
to the requirements for construction of a new open
economic system, and is not conducive to the
activation of the market or transformation of
governmental functions; secondly, the provisions of
the Three Foreign Investment Laws on enterprise
organization forms and operating activities are
repeated provisions of, and even conflict with, the
Company Law and other relevant laws; and thirdly,
important systems on foreign mergers and
acquisitions and national security review are required
to be included in fundamental laws on foreign
investment and are subject to further improvements.

Several concepts were raised at the Third Plenary
Session of the 18th Central Committee of the
Communist Party of China (hereinafter referred to as
the "CPC"), including "constructing a new open
economic system", "unitizing laws and regulations on
domestic and foreign investments and keeping
foreign investment policies stable, transparent, and
foreseeable", "reforming the foreign investment
examination and approval system" and "exploring the
management mode of pre-access national treatment

plus negative list for foreign investment"”, and the
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Fourth Plenary Session of the 18th CPC Central
Committee required "adapting to the deepening
opening up, improving foreign-related laws and
regulations and promoting construction of a new
open economic system". All of these give us a
direction to amend the Three Foreign Investment
Laws. In order to implement and execute the spirit of
the Third and Fourth Plenary Sessions of the 18th
CPC Central Committee and subject to the Legislation
Programme of the Standing Committee of the 12th
National People's Congress and the 2014 Legislation
Plan of the State Council, the Ministry of Commerce
has amended the Law on Sino-foreign Equity Joint
Ventures, the Law on Wholly Foreign-owned
Enterprises and the Law on Sino-foreign Cooperative
Joint Ventures to work out the Foreign Investment
Law of the People's Republic of China (Draft for
Comment) (hereinafter referred to as the "Draft for
Comment").

I. Guiding Ideology and Basic Principles

The guiding ideology for drafting the Draft for
Comment is, guided by the spirit of the 18th CPC
National Congress and the Third and Fourth Plenary
Sessions of the 18th CPC Central Committee, to meet
the requirements for building a new open economic
system, adhere to market, legalization and
internationalization oriented reforms, innovate the
foreign investment administration system and
develop a basic law on foreign investment in line with
the stage of economic development and basic
national conditions of China and in compliance with
the development requirements of the prevailing
international rules so as to create a more stable,
transparent, and foreseeable legal environment for
foreign investment.

We believe that the Foreign Investment Law shall be
positioned to deepen institutional reform, further
open up to the outside world, promote foreign
investment and standardize foreign capital
administration. To achieve the above goals, we
adhere to the following principles in drafting the Draft
for Comment:

Firstly, we define the basic legal positioning. The
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Foreign Investment Law is positioned as a basic law
unifying the administration and promotion of foreign
investment, and no longer regards organization forms
of enterprises as the object of standardization.
Secondly, we innovate the management mode of
foreign investment by cancelling the existing case-by-
case examination and approval system for foreign
investment, adopting the management mode of pre-
access national treatment plus negative list,
significantly reducing the restrictive measures for
foreign investment, relaxing foreign investment
access and enhancing information reporting.

Thirdly, we improve the foreign investment
administration system by summarizing the practices
of foreign investment administration for over thirty
years, including foreign investment mergers and
acquisitions, national security review and other
important systems into the Foreign Investment Law
and making further improvements.

Fourthly, we effectively transform governmental
functions by transforming from prior examination and
approval to the provision of public services and
strengthening of interim and ex post regulation, and
strengthening investment promotion and protection,
supervision and inspection and other systems when
substantially cancelling administrative examination
and approval.

II. Main Content

There are 170 articles in the Draft for Comment,
which is divided into 11 chapters, namely General
Provisions, Foreign Investors and Foreign Investment,
Access Administration, National Security Review,
Information Reporting, Investment Promotion,
Investment Protection, Complaint Coordination and
Handling, Supervision and Inspection, Legal Liability,
and Supplementary Provisions. The main content is
as follows:

1. Definitions of foreign investors and foreign
investment

For foreign investors, the Draft for Comment also
introduces the standard of "actual control" when
defining foreign investors according to the standards
of the registered place. On one hand, domestic
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enterprises controlled by foreign investors are
deemed foreign investors; on the other hand, for
foreign investors controlled by Chinese investors,
their investments within the territory of China may be
deemed those of Chinese investors.

The Draft for Comment specifies that foreign
investment not only includes investment in green
land but also mergers and acquisitions, medium and
long-term financing, acquisition of the concessions to
explore or exploit natural resources or acquisition of
the concessions to construct or operate the
infrastructure, acquisition of immovable property
rights and control of any domestic enterprise or
holding of the interests in any domestic enterprise by
way of contract or trust.

2. Access administration system

The Draft for Comment has abolished the case-by-
case examination and approval system established by
Three Foreign Investment Laws and designed the
foreign investment access administration system
corresponding to the management mode of pre-
access national treatment plus negative list. The
competent authorities of foreign investment only
implement access permission for investment within
the fields specified in the Catalogue of Special
Administrative Measures and the objects of review
are no longer contracts and articles of association,
but foreign investors and their investment behaviour.
Under the management mode of negative list, the
majority of foreign investment access matters will no
longer be subject to examination and approval. It
also provides that foreign investors must perform the
reporting obligation when investing within the
territory of China, whether within the fields specified
in the Catalogue of Special Administrative Measures
or not.

3. National security review system

To prevent foreign investment from causing or
possibly causing harm to national security, the Draft
for Comment specially provides for a national security
review system for foreign investment in a designated
chapter. Aimed at such defects as the low level of the
existing national security review system and
imperfection of systems, based on the Circular on
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Establishing the Security Review System for the
Merger and Acquisition of Domestic Enterprises by
Foreign Investors of the General Office of the State
Council and by fully learning the practices of the
relevant countries, the Draft for Comment further
improves the review factors and review procedures of
the national security review, defines such content as
the measures to be taken to eliminate potential
national safety hazards and specifies that no
administrative reconsideration and administrative
litigation shall be instituted against the national
security review decision.

4. Information reporting system

In order to timely, accurately and comprehensively
grasp information on foreign investment and the
operating conditions of foreign-invested enterprises,
the Draft for Comment provides for the information
reporting system for foreign investment. Foreign
investors or foreign-invested enterprises must
perform the obligation of reporting information on
their investing and operating behaviour to the
competent authorities of foreign investment,
regardless of whether the investing and operating
behaviour falls within the fields specified in the
Catalogue of Special Administrative Measures or not.
Information reported must be authentic, accurate and
complete without any false records, misleading
statements or material omissions. The Draft for
Comment distinguishes between three categories of
information reporting (reporting on foreign
investment matters, reporting on changes in foreign
investment matters and periodic reports) and
specifies the corresponding content to be reported
and report timing.

5. Investment promotion system

At present, strengthening governmental functions in
facilitating foreign investment is a new trend in
foreign investment legislation and policies of
countries all over the world. To establish a perfect
investment promotion mechanism, improve the
professional level of investment facilitation and
promote and enhance the quality and level of
utilization of foreign investment, the Draft for
Comment standardizes the investment facilitation
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from investment promotion policies, investment
promotion organizations, special economic zones and
other aspects.

6. Investment protection system

To protect the legitimate rights and interests of
foreign investors and their investment, the Draft for
Comment comprehensively strengthens the
protection system for foreign investors and their
investment from expropriation, requisition, national
compensation, transfer, transparency, intellectual
property protection and other aspects.

7. System for complaint coordination and handling
The Draft for Comment provides for a system for
complaint coordination and handling, strengthening
the functions of coordination and handling authorities
of foreign investment complaints to coordinate and
handle disputes between foreign investors and
foreign-invested enterprises, and administrative
organs, as well as timely and effectively resolving
foreign investment disputes.

8. Supervision and inspection system

Expanding market access and reducing administrative
examination and approval, and strengthening interim
and ex post regulation at the same time are the "top
priority" for transformation of governmental functions
of the new government. The Draft for Comment fully
provides for the supervision and inspection system
from launch of supervision and inspection, ways of
inspection, content to be inspected, inspection results
and other aspects. At the same time, it enhances the
self-discipline consciousness of foreign investors and
foreign-invested enterprises through establishing the
credit archive system for foreign investors.

9. Legal liability system

The Draft for Comment provides for a legal liability
system, defining the administrative liability or criminal
liability which shall be undertaken for investment in
prohibited fields, investment in restricted fields
without permission or in violation of permission
conditions, violation of the information reporting
obligation, violation of the provisions on the national
security review and circumvention of compulsory
legal provisions.
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ITI. Notes to Several Issues

1. Arrangements during the transitional period

After the entry into force of the Foreign Investment
Law, the Three Foreign Investment Laws will be
abolished. As the Foreign Investment Law no longer
standardizes the organization form and organizational
structure of foreign-invested enterprises, the Draft for
Comment specifies that foreign-invested enterprises
existing in accordance with the law before the entry
into force of the Law shall, within three years and in
accordance with the Company Law and other laws
and regulations, adjust the organization form and
organizational structure of enterprises.

2. Treatment given to Hong Kong, Macao and Taiwan
investors and overseas Chinese

Since the reform and opening up, investment by
Hong Kong, Macao and Taiwan compatriots and
overseas Chinese has played an indispensable role in
promoting the vigorous development of China's
economy. The Draft for Comment specifies that the
Law applies mutatis mutandis to investment by Hong
Kong, Macao and Taiwan investors and overseas
Chinese; special treatment for their investment is
suggested to be separately provided by the State
Council.

3. Handling of protocol control

The issues on the control of domestic enterprises
obtained by foreign-invested enterprises by signing a
series of protocols have attracted extensive attention.
The Draft for Comment clearly defines protocol
control as a form of foreign investment. After the
entry into force of the Law, the Law shall apply to
investment by protocol control. For investment by
protocol control and existing before the entry into
force of the Law, if such investment still falls within
prohibited or restricted foreign investment after the
entry into force of the Law, there are opinions as
below in the theory cycle and practice cycle on how
to deal with such investment:

1. where a foreign-invested enterprise that
implements protocol control declares to the
competent authority of foreign investment under the
State Council its actual control by Chinese investors,
it may continue to retain the structure of protocol
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control and the relevant subjects may continue to
carry out operating activities;

2. a foreign-invested enterprise that implements
protocol control shall apply to the competent
authority of foreign investment under the State
Council to determine its actual control by Chinese
investors; after the competent authority of foreign
investment under the State Council determines its
actual control by Chinese investors, it may continue
to retain the structure of protocol control and the
relevant subjects may continue to carry out operating
activities;

3. a foreign-invested enterprise that implements
protocol control shall apply to the competent
authority of foreign investment under the State
Council for access permission and the competent
authority of foreign investment under the State
Council in concert with the relevant departments will
make a decision after comprehensively considering
the actual controller of the foreign-invested
enterprise and other factors.

We will further study this issue based on intensively
listening to public comments and make
recommendations for its handling.

4. Relationship between foreign investment access
permission, industrial and commercial registration,
and industry licensing

The Draft for Comment provides that where a foreign
investor invests in a field specified in the Catalogue of
Special Administrative Measures, if the investment is
involved in a field for which an application for pre-
licensing is required, the foreign investor shall submit
its industry licence when applying for foreign
investment access permission; if the application for
pre-licensing is not required, the competent authority
of foreign investment shall solicit the opinions of the
competent authority of the relevant industry in the
course of review; the foreign investor shall handle
industrial and commercial registration after obtaining
foreign investment access permission. At present,
China is advancing the reform of the administrative
examination and approval and registration system.
We will further improve the design of systems related
to foreign investment access permission according to



the reform process so as to deal with the relationship
between foreign investment access permission,

industrial and commercial registration, and industrial
licensing well.



