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1. National

CSRC Supplementary Rules to “Implementing Measures on the
Suspension and Termination of Public Trading for Companies Suf-

fering Losses”

On 18 March 2003, China Securities Regulatory Commission issued Rules
supplementing the Implementing Measures on the Suspension and Termina-
tion of Public Trading for Companies Suffering Losses, which was promul-
gated on 30 November 2001. The supplementary rules prescribe the situation
under which two consecutive years of losses occur as a result of restating the
financial report. Further, the rules grant the shareholders right to act in case
of infringement of legitimate interests resulting from failure of the company

concerned to implement its obligation relating to resumption or termination

of public trading. (www.csrc.gov.cn)

SAFE Circular on Improving Management of Foreign Exchange

Relating to DFI

As of 1 April 2003, the Circular on Improving Management of Foreign Ex-
change Relating to Direct Foreign Investment will take effect. Several
amendments are made to the former regime of foreign exchange administra-
tion. First, foreign exchange account exclusive for foreign investors may be

used in the case of direct investment or activities relevant to direct investment
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without establishment of foreign invested enterprise; second, contribution may be made by use of capital from
cash account for non-resident individuals and from offshore account at designated banks dealing with foreign
exchanges approved by People’s Bank of China; third, sources of contribution from foreign investors are ex-
tended to assets from liquidation, capital reduction, shares transferal, common reserve fund, common welfare
fund, etc; fourth, clarification is made to working procedures for purchase of shares of domestic enterprises by
foreign investors; fifth, rules are set for foreign exchange administration in case of domestic investment made
by non-investing foreign invested enterprises and foreign invested enterprises in which foreign capital accounts

for less than 25% of registered capital. (www.safe.gov.cn)

Ministry of Commerce Explained Rules on Foreign Funded Mergers and Acquisitions

Considering the forthcoming commencement of effect for Provisional Rules on Foreign Funded Mergers and
Acquisitions, the Ministry of Commerce made an explanatory note on its application. In the note, the Ministry
dealt with such issues as scope of application, foreign investment accounting for less than 25% of registered
capital, debt arrangement, Chinese individual shareholders, pricing and payment, government approval, and

anti-monopoly. (www.law-star.com)

Beihai Export Processing Zone Approved

On 11 March 2003, the application for establishment of Beihai Export Processing Zone was approved by State
Council. This is the first one in the Guangxi Zhuang Autonomous Region. At present, there are totally 38 such
zones in China. The local authorities stated that they would boost local economic development by taking advan-
tage of its establishment and the forthcoming establishment of China-ASEAN Free Trade Area.

(http://www.newgx.com.cn)

SERC Came into Operation

On 25 March 2003, the State Electricity Regulatory Commission came into operation. The nascent organ is a
law enforcement agency directly under the State Council of China and is responsible for supervising and regu-

lating market competition in the electricity industry. (www.isinolaw.com)

China to Greenlight the Fifth Aviation Right

In May this year, China will begin to grant the Fifth Aviation Right to overseas carriers, in accordance with
which overseas carriers may pick up passengers and cargo on the Chinese mainland en route to other destina-

tions. The pilot airport is Xiamen Gaoji International Airport, where Singapore Airline will land, pick up passen-
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gers and cargo, via Nanjing, then to Chicago. (www.chinanews.com.cn)

Sino-Swiss Venture Capital Established in Beijing

On 19 March 2003, Sino-Swiss Venture Capital Fund Management Co Ltd (SSVC) announced its establishment
in Beijing, with a registered capital of CNY10 million. China Development Bank holds a 67% stake in SSVC and
the State Secretariat for Economic Affairs of Switzerland (SECO) holds 33%. SSVC's main business is managing
the Sino-Swiss Partnership Fund (SSPF) and providing relevant advisory services. In 1998, the CDB and the SECO
jointly founded SSPF, aimed at encouraging the small and medium-sized companies from Switzerland to in-

crease the level of their direct investment in China.

New Telecom Operation Classified Catalogue Issued

As of 1 April 2003, the revised Telecom Operation Classified Catalogue promulgated by the Ministry of Informa-
tion Industry will take effect. Under the new catalogue, telecom is divided into two categories: infrastructure
telecom and VAT telecom. The former is further grouped into two sub-groups based on such factors as network,
information security, market scale. Meanwhile, the latter is also further classified into two sub-groups. Com-
pared with its forerunner, the new Catalogue provides detailed description of each category in respect of tech-
nology and management. Further, the categorization will serve as yardstick for level of market access.

(www.chinanews.com.cn )

Life Insurance JV Set Up in Beijing

On 18 March 2003, Swedish-BASED Skandia Insurance Company has been granted a license by the China Insur-
ance Regulatory Commission to conduct life insurance business in Beijing. The company will set up a joint ven-
ture with Beijing State-owned Asset Management Corporation. The 50%-50% joint venture will have a regis-
tered capital of 24 million US dollars. It is expected to sell policies to Chinese residents in the first quarter of

next year. ( www.isinolaw.com )
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2. Local

Beijing Gives More Favorable Conditions in Respect of Land Use

As of 15 March 2003, Beijing Administration of State-Owned Land and Real Estate adopted more favorable
conditions in respect of land use for enterprises seating in development zones approved by the state or Beijing
municipality. This policy will cover such industries as verified modern manufacture, high technology and other

industries encouraged by the city hall.

© Wenger Vieli Belser, Beijing, March 28, 2003
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