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1. History and present law

In the long history China had neither concept aildpaptcy nor insolvency legislation under

the traditional legal culture based on Confuciani3ime first bankruptcy law was enacted in
1906 by Qing Dynasty as one of the results of Gderlegal modernization. It was tragically

abolished in 1908 because of the internal debatetwther the foreign claims should keep
the priority over the domestic ones. After the 1&®EVolution the Beijing government tried to

draft a new bankruptcy law but failed. In 1935 ti@&njing government enacted the second
bankruptcy law which remains effective in Taiwadag.

In 1949 the Communist Party annulled all the emgstiaws when taking over the Mainland
and established a new regime which led to a béhaf the socialist enterprises could not
become bankrupt. Such a myth was broken after domagnic reform since 1978 when
state-owned enterprises (SOEs) were transformagdome sole responsibility for their own
profits and losses. In 1986 the Enterprise BanksupLaw was adopted for trial
implementation. It was simply with only 43 articlasd merely applicable to SOEs, with the
character of deep involvement of government inteeveén 1990 the legislature added a new
chapter in the revised Civil Procedure Law to expahe application of bankruptcy
proceeding to all sorts of non-SOE enterprised 991 and 2002, the Supreme People’s Court
released two judicial interpretations for implenatmn of the Laws.

During 1994-97 the central government issued a&seri regulations to set up a substantially
administrative procedure for SOE bankruptcy. UpAjril 2004 there were 3,377 SOEs
closed down via this procedure, with RMB 223.8itwll of bad loans written off and 6.2
million employees reinstalled. Such a movement dngeultimately in 2008.

In 1994 the National People’s Congress, the legisda organized a drafting work for a new
bankruptcy law with the guideline of “establishiagcialist market economy”. After a long
time process that was full of difficulties and reses the new Enterprise Bankruptcy Law
(EBL) containing 12 chapters and 136 articles wasnpllgated in August 2006 and became
effective in June 2007. In April 2007, the SupreReople’s Court released two judicial
interpretations, the one governing the appointneérstdministrators and the other regulating
their remunerations, as authorized by the new legi®m. Now the Court is drafting a
comprehensive judicial interpretation for dealinghwarious issues for implementation of
the EBL.

Indeed the EBL is just a start-point for the maiteénted insolvency legislation in mainland
China. In recent years some scholars and praaitiohave proposed further drafting works
for laws on individual bankruptcy and proceduredarss-border insolvency.

2. The types of insolvency proceedings

" Professor Wang Weiguo is Dean and Professor a@theol of Civil, Commercial and Economic Law, Chin
University of Political Science and Law, Beijingangcce@163.com

1




2.1 Types of insolvency proceedings available toegal business debtors and their main
characteristics

2.1.1 Overview
Types of insolvency proceedings

The EBL contains three types of insolvency proaegsti reorganization, composition and
bankruptcy liquidation.

In the framework of the EBL the chapters are didideto tow parts: those commonly
applicable to all the proceedirfgand those applicable to each of them separately.

There are some channels among the three proceedimgy, after acceptance a case filed
for liquidation the case may convert to reorgam@mabdr composition in certain circumstances.
This is purporting to explore opportunity to res¢he distressed business as far as possible.
Secondly, an ongoing proceeding of reorganizatioramposition may be terminated and
convert to liquidation by reason of failure or atlspecified situations. This is to avoid abuse
of rescue instrument and spur the parties to seelpmomise under the shadow of liquidation
as the worst ending.

Furthermore, there are two supplementary provisieladed to state-owned enterprises (SOES)
and financial sectors in the EBL. Firstly it stiptds that some special matters e.g.
resettlement of workers, in the bankruptcy of S@khin a specified scope shall be handled
according to the regulations of the State Courtbié central government of the nation.
Secondly it provides some special rules to the ggdimgs of commercial banks, securities
companies and insurance companies and authorizesStidite Council to formulate the
corresponding measures for the implementation.

There is no special provision that applies witharelgto proceedings with a large number of
creditors or in respect of debtors with a substhmti minimal amount of assets in the EBL.
However such matters will be dealt with in the upawg regulations on the insolvency of
banking institutions.

Eligible debtors

The proceedings can be open against a debtor whiem enterprise with status of legal
person. Any natural person, non-legal-person bssinsuch as partnership and sole
proprietorship or non-enterprise entity such asegowment agency or other non-profit
association is not subject to these proceeding®idio corporate entities that have business
existence in China are included in the scope ohfiicable enterprises.

All the claims and recourse rights against the liesd debtor are governed by the
proceedings.

! Namely, Chapter | General Provisions, Chapter pipication and Acceptance, Chapter Ill Bankruptcy
Administrator, Chapter IV The Debtor's Assets, CleapV Bankrupt Expenses and Community Liabilities,
Chapter VI Filing of Claims, Chapter VII Creditongleeting and Chapter XI Legal Liabilities.

2 Namely, Chapter VIII “Reorganization”, Chapter #&omposition” and Chapter X “Bankruptcy Liquidation
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In the circumstances of bankruptcy liquidation ofporations there is no need to set the rule
on discharge of the bankrupt. The unpaid claimsnupiee conclusion of liquidation
proceeding is still enforceable and may be furtbeisfied should additional assets of the
debtor are found afterwards or any guarantor agrdtnd of joint debtor is available.

Duration of proceedings

There is no limit to the duration of the proceedimg whole, even though a limited term for
reorganization planning is stipulated in the EBL.

2.1.2 Informal restructurings

Informal restructurings and workouts are genersillject to contract law and company law
as well as the relative regulations. However, tB& Eontains some special rules to leave a
room for out-of-court workout or pre-package armamgnt. For instance, Article 105
stipulates that, after the court accepts an agpicdor bankruptcy, if the debtor and all the
creditors conclude an agreement on settlement daiypgblves, they may request the court to
confirm it and terminate the proceeding. As reg@rdeorganization the limitation on the
period was set by the drafters under the consider#tat the parties could have chance, and
should be encouraged, to negotiate before stattiegproceeding. Where there is new
investment involved in the reorganization plan fleats to the change of the capital structure
an additional voting process is given by the EBL.

2.2 Special proceedings for particular types ditadlies
2.2.1 Credit institutions and insurance companies

The proceedings of reorganization and bankruptquidiation in the EBL are generally
applicable to financial institutions such as comeiar banks, securities companies and
insurance companies. Additionally, there are sorpecial provisions to them in the
Commercial Bank Law, the Insurance Law, the Seegritaw and the Regulations on Risk
Treatment of Securities Companies. These procegdihgll be filed by the corresponding
financial supervision organs under the State Cdunamely the China Banking Regulatory
Commission, the China Securities Regulatory Comionissand the China Insurance
Regulatory Commission. Each of the Commissionsmpm@vered to take such measures as
take-over and custody for early rescue of an umsbih carrying major business risks before
filing of a bankruptcy proceeding. When taking snokasures it may apply with the court for
suspending the procedures for civil litigation reeution against the said institution.

State aids have long been used as instrumentset@mrthe opening of formal insolvency
proceedings, especially for distressed SOEs. Somastihe approach of privatization, rather
than nationalisation, is adopted. A notable exampferted on the international forum is

3 Art. 79 of EBL stipulates that a draft reorganiaatplan shall be submitted within 6 months ashef day
when the court approves the reorganization proogednd the period may be extended up to 3 montbsa up
request on a justifiable ground.

* Art. 85(2) reads: “Where a draft of reorganizatjgan involves the adjustment of the right and riese of
capital investors, a group of capital investordidi@formed to vote this issue.”
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“Changchun approach” adopted by Chinese governtoergcue distressed SOEs from 1996
to early 21" century?

2.2.2 Other regulated businesses

No special insolvency proceedings exist regardiog-commercial entities including public
ones. Peasant household as the majority of thargrbusinesses in China are not subject to
any insolvency proceeding but the commercial egithaving business in agricultural
industry are taken as eligible debtors in the EBL.

2.2.3 Individuals/consumers

Up to now individual businesses are not subjectbémkruptcy law though the future
legislation in such field is expected. In the dBBL individual concerns such as partnership
and sole proprietorship along with their individysrtners and owners were subject to the
proceedings of composition and bankruptcy liqumatiUnfortunately such a design was not
adopted by the legislature. In recent years sosmudsions in the law circle proposing further
legislation on individual bankruptcy in order tayutate the individual debtors. This proposal
may be taken into account when the next Nationalg@zss formulates its legislation plan.

3. The conditions for the opening of insolvency preedings

3.1 Requirements/pre-conditions for the openinmeblvency proceedings
3.1.1 Commencement standards

Overview

According to Article 2 of the EBE,for commencement of any of the proceedings, orteef
following two general standards is required for aoemcement of insolvency proceedings.
Further, for commencement of reorganization proeess] an additional standard is available.

llliquidity (cash flow test)

This standard was adopted from the very beginnirigeodraft EBL, now formulated with the
combination of “unable to pay its due debts” artdsiobviously incapable of clearing off the
debts”. It seems a double wording. The real stethat the first sentence was the original one
and the second was added in the process of discubgithe legislature when a top leader
ordered to plus the wording “and its assets areenough to pay off all the debts” in the
Article so as to change the standard to a combinatf cash flow test and balance sheet test.
By the clever move to maintain the cash flow tést marrowed door was broadened again.
Now this standard is widely used in practice.

® See, Wang Weiguo and Charles BooS8tudy on Alternative Approaches for Debt Restriituron
Enterprises in Chinghttp://www.iiiglobal.org/component/[downloads/?tafkish&cid=1044&catid=148

® Art. 2 of EBL: “Where an enterprise legal perssmnable to pay its due debts and its assets &ennagh to
pay off all the debts or it is obviously incapalofeclearing off the debts, all its debts shall mpiidated in
accordance in accordance with the provisions of lthe.” “When an enterprise legal person is under th
aforesaid circumstances or if it has the possybiiif being unable to pay its debts, it may be subje
Reorganization in accordance with the provisionthefLaw.”
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Balance sheet test

The lately added standard is formulated with thalgioation of “unable to pay its due debts”
and “its assets are not enough to pay off all tebtsf. Since this standard relies on the
information controlled by the debtor and is oftesuldtable or debatable, it is rarely used in
practice.

Additional ground for reorganization

Apart from the above grounds, reorganization prdoreemay be commenced by reason of
“the possibility of being unable to pay its debtdt. means that the door of judicial
rehabilitation of a distressed business is not mearpen to those who have already become
insolvent. This policy is based on the idea thatearly cure is more likely to save a sick
horse.

3.1.2 Qualified petitioners
Overview

Theoretically speaking, there are two types oftjpets for insolvency proceedings in the EBL:
initial petition and subsequent petition. In cagéndial one, debtor may petition any of the
proceedings and one or several creditors may @etifor reorganization or bankruptcy
liquidation, and where an enterprise already undedinary liquidation meets the
above-mentioned standard the person(s) resporisibtee ordinary liquidation shall petition
bankruptcy liquidation. In case of subsequent avieere the case is petitioned by a creditor
for bankruptcy liquidation, the debtor or its int@$s) whose capital investment makes up
1/10 or more of the debtor’s registered capital rsalgsequently petition for reorganization,
or otherwise the debtor may petition for compositio

In addition, according to the special provisiorAmicle 134 of the EBL governing insolvency
of financial institutions, any of the financial srpision organs under the State Council is
empowered to file a petition for reorganizatiorbankruptcy liquidation of its corresponding
financial institution’

Anyone who files petitions must submit a petitiaazrnh and the relevant evidences. The
petition form shall contain the following matte(&) basic information of the petitioner and
the respondent(s); (2) purpose of petition; (3}dand ground of the petition; (4) any other
matter that the court deems necessary.

Initial petition by debtor for any of the proceedm

When a debtor is under the circumstances as poescim Article 2 of the EBL, it may file an
application with the court for reorganization, carapion or bankruptcy liquidation. The
debtor shall file a petition and relevant documemten applying for bankruptcy liquidation,
composition or reorganization to the people’s cotite petition shall state the name and
address of the debtor and creditors, the purposieecdpplication, the reason and grounds for
the application, and other matters that the pespledurt may deem necessary on
documentation.

" Art. 134 of EBL.



When a debtor files a petition, it shall submitachdition to the above-mentioned documents,
a statements on financial status, a checklist dftsjea checklist of the claims, relevant
financial statements, a pre-arranged plan foresattht of employees as well as a statement on
payment of wages and social insurance premiums.

Initial petition by creditor(s) for reorganizatioor bankruptcy liquidation

When a debtor fails to pay off its due debts, iteddor(s) may file a petition for
reorganization or bankrupt liquidation. It is netjuired for creditors to prove the obviousness
of the debtor’s illiquidity or its excess of lialiks over assets. When the court accepts the
petition, the debtor shall be ordered to submit steements on financial status and other
documents as required in case of debtor’s petitidthe documents show that the debtor does
not meet the commencement requirement, the cowrtrepect the petition and cancel the case
before the declaration of bankruptcy.

A plurality of creditors is not required in petitio
Initial petition by pre-petition liquidators for kruptcy liquidation

When a legal-person enterprise dissolves accotditige articles of association or the law, it
shall be liquidated. In such circumstances somesiadl be responsible to deal with the
liquidation matters. Thus the shareholders of atéichliability company or the directors of a
company limited by shares shall make up a liquashatieam to see after the liquidation
affairs® Where they find that the assets of the liquidaaeel not sufficient to meet the
liabilities, they are in duty to file a bankruptpegtition at the court. It should be noted that
this duty is binding not only in case of pre-peititiliquidation already in process but also in
case of its delay. If the responsible persons wéne mot started to liquidate the dissolved
company fail to perform the duty of petition théyall be liable for the losses as result of the
omission.

Subsequent petition by debtor or its shareholdersdorganization

Where a case petitioned by one or several credftordankruptcy liquidation has been

accepted by the court but the declaration of bastkguhas not been ruled, the debtor or its
capital investor(s) whose capital contribution nmsakp 1/10 or more of the debtor’s registered
capital have a chance to file a subsequent petibomeorganization. In such circumstances
the EBL does not require the evidence to showttietebtor is recoverable. However, if it is
evident that the debtor is hopeless to be resdahedcourt may rule the termination of the
reorganization proceeding and declare the debtboe toankrupt?

Subsequent petition by debtor for composition

8 Art. 184 of the Company Law.

° Art. 7(3) of EBL and Art. 188 of the Company Law.

19 Art. 78 of EBL reads: “In the duration of reorgzaion, under any of the following circumstancédse t
people’s court shall, upon the request of a bartkyuadministrator or any interested party, ruleeioninate the
procedures for reorganization and declare the ddidakrupt: (1) Where the business operation caniimal
situation of the debtor goes worse off and canmotdmedied in any way; (2) Where a debtor has abhyfa
cheating or maliciously deducting its assets ordmasact obviously against its creditors; or (3)@Mhthe act of
a debtor makes its bankruptcy administrator untbfgerform its duties and functions.”
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The proceeding of composition in EBL is a simplegadure designed for small case which
usually contains limited business scale and snmbfumt of assets and liabilities. It follows
the offer-acceptance process in conclusion of &raon first, the debtor summits the petition
with a draft composition agreement containing teamsoncession of the claims; second, the
court calls up the creditors’ meeting and let thdistuss and vote the draft agreement; finally,
when the meeting passes the bill, the agreemeoonsluded and the proceeding shall be
terminated, or otherwise the case shall turn tokhagoicy liquidation. Therefore only the
debtor is allowed to petition for composition asadferor, either initially or subsequently. In
practice, if creditors are willing to reach a comipion, they may negotiate with the debtor
and have it make the petition, or may concludewrof-court agreement and then request the
court to confirm it and then terminate the procaegdn accordance with Article 105 of the
EBL.

Relative issues

There is no request for a minimum number of creditw for holders of a minimum amount
of claims. Such a request was never mentioned glainafting the EBL.

Non-petition clauses are never effective in China.

An eligible party cannot be prohibited to petitihre proceeding unless it does not meet the
relevant requirement of the Law. If the petitiomdauses the power or it has no legitimate
interest to petition of proceeding, the respondgnt{ay object it and the court may decide to
terminate the case after trail. A respondent whitesidamage from the abuse may file a
separate action for compensation in accordancethatf ort Liability Law.

Even though there is no direct provision and ne@dent, it is proper to say that, on the basis
of the legal policy of the EBL, in case there apaaurring petitions for opening of different
types of insolvency proceedings, the proceedingeairganization or composition shall
prevail.

What needs to be proved for petition is the debtobvious inability to pay due debts. A
cessation of payment by the debtor is usually pnegshias inability to pay but a mere fact of
cessation is not enough to meet the obviousnefigjafdity.

The proceedings cannot be opened in case of tHertebnwillingness to pay debts without
proof of its inability to pay.

As haveing been shown, without proving the debtmrability to pay due debts, only balance
sheet insolvency cannot establish a ground foofeming of the proceedings.

Sufficiency of assets is not a precondition for ¢ipening of the proceedings. It is sometimes
a case in China that a proceeding is terminatéidea¢nd where the bankrupt has no means to
pay either the claims or the administrator’s renmatiens.

Under the EBL the debtor shall be a corporate yenfibe eligibility of such a debtor to open
the proceeding is provided by the Law and recoghiag the court. Prior approval of the
general meeting of shareholders is not requirethbyEBL. As regard to direct petition of a
debtor company, no such requirement exists in thragany Law. It is however possible that
a company takes such requirement in its articlesssbciation.
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Article 8 of the EBL requires while filing a peti the debtor shall submit, among others, a
pre-arranged plan for settlement of employeesractce such a plan shall be discussed with
the employees, usually via labor union, and agbseithem.

Actually worker’s rights are strongly stressed onthie drafting process and embodied by
several provisions of the EBL. For example, “thegde’s court shall guarantee the legitimate
rights and interests of the employers in the insofventerprise” is stipulated as a general
principle in Article 6.

3.2 Liability for not filing in good time or filingoo early
3.2.1 Liability for not filing in good time

For all the ineligible petitions except pre-petitiiquidators, generally speaking, it is an
option to seek solution against corporate disttbssugh bankruptcy proceedings. No legal
obligation pushes or holds a debtor to file a petifor opening of insolvency proceedings. In
practice there are various incentives for it tosdo For example, when its assets have been
seized by creditors and a new investor hope totlhemy with lower price the debtor may open
a reorganization proceeding in order to find a clealw make compromise with the creditors.

However, as mentioned above, when a company isldess and meet the requirement of the
EBL, for instance that liabilities exceed the ass#tthe company, the shareholders of limited
liability company or directors of company limitegl Shares are obliged to petition bankruptcy
proceeding. Omission of this obligation usuallydedo civil liability for the losses as results
of the delay. It may be a case, though very rdrat the omission constitutes a criminal
offence where it brings on serious losses withnitib® or gross negligence, or it goes with
some other offences, e.g. corruption, appropriagon

3.2.2 Liability for filing too early

The EBL does not contain any special provision meigg liability for premature filings or
any other abuses of the proceedings to achievenpustifiable purpose. Where it proves a
case the court may reject the petition or termittagéeproceeding after the petition is accepted.
In such circumstances, furthermore, any party whifess from this conduct may bring a
separate action against the wrongdoer for dama&gmserally, Chinese law does not penalize
premature filings unless it constitutes some otifi@nce.

3.3 Procedural and jurisdictional issues

3.3.1 Domestic insolvency proceedings

It is clearly stipulated in Article 3 of the EBLaha bankruptcy proceeding shall be governed
by the people’s court where the relevant debtodasniciled. According to the judicial
interpretation of the Supreme People’s Court in20@omicile” here refers to the place
where the major organ (e.g. headquarter) of théodddcates.

After filing a request to open insolvency proceedithere are very limited time, usually 10 -

15 days, before the court accept the case and tiéeracceptance the debtor shall be
controlled by the administrator so that the debts almost no chance to change its domicile
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and even when it is a case the change has normallgffect to the ongoing insolvency
proceeding.

Now the legislation does not require every courkéep a specialized body to deal with
insolvency cases even in some cities where sucledodally exist. However some experts
have proposed to establish a special system ofversoy courts in the future.

The opportunity to appeal against the court’s dexig a bankruptcy proceeding is merely at
the entrance at the occasion that the petitiorjected. According the Article 12 of the EBL,

where the court decides not to accept an applicdtiobankruptcy, it shall serve its decision
on the applicant within 5 days from the day whea decision is made and the applicant is
dissatisfied with the decision, it may, within 1@yd from the day when the decision is
served, file an appeal with the court at the néglhér level, or where an accepted application
is subsequently rejected by the court during théogdefrom the date of the acceptance and
before the date of bankruptcy declaration, by redbkat the debtor is found not really under
insolvency, and the applicant is dissatisfied il decision, it may, within 10 days from the
day when the decision is served on, file an appéhlthe court at the next higher level.

3.3.2 Cross-border insolvency proceedings

The issue of cross-border insolvency was left pehoethe 1986 Enterprise Bankruptcy Law.
During the drafting process of the EBL the dratinehad a meeting with the UNCITRAL
secretariat and made a consensus that China waldptsathe principle of universalism
introduced by the UNCITRAL Model Law on Cross-Bardiesolvency with some limitation.
This principle is shown in Article 5 of EBL. It pvaes that, at first, the insolvency
proceedings initiated in China in accordance whi [taw shall have binding effect over the
debtor’'s assets situated out of the territory oin@h Secondly, it provides that where a
Chinese court is required to recognize and enfarlsgyally effective insolvency judgment or
ruling made by a foreign court involving the delgcaissets situated within the territory of
China, it shall conduct an examination thereon ating to the relevant international treaties
that China has concluded or acceded to or accotditige principles of reciprocity, and grant
recognition and enforcement when believing thdbiés not violate the basic principles of the
laws of China, does not damage the sovereigntgtysair public interests of the state, and
does not damage the legitimate rights and interefsthe creditors within the territory of
China.

However, the EBL has no special provision to esthbh case ancillary to a foreign
insolvency proceeding involving assets/claims inn@hUnder such circumstances the assets
can only be enforced through the regimes of citrgdtion and civil execution under the Civil
Procedure Law and the domestic creditors can ale\tHeir claims at the foreign court. This
seems costly to either the foreign administratarshe domestic creditors and very hard to
avoid any individual recourse, by action or othemys; to the local assets. It has been
proposed to enact a law on cross-border insolvency.

3.4 Costs and funding of the proceedings

3.4.1 Costs of the proceedings



Generally speaking all the costs of the proceediregassumed by the debtor’'s assets and
costs of creditors and other claimants for paréitgn in the proceeding are borne by
themselves.

Up to now there is no special provision concerrtimg standard of payment of bankruptcy
proceedings. In practice the court acceptancesfebarged in accordance with the standard of
action on properties prescribed in the MeasuretherPayment of Litigation Costs issued by
the State Council in 2007, which is calculated loa Ibasis of the total amount of the assets
with the rate in climactic order. For instancethié assets amount to RMB 10 million, the rate
is 0.7% and the court acceptance fee is RMB 70sidnads. If the assets are valued RMB 20
million, the rate is 0.5% and the fee is RMB 100ubands. Additionally, according the
instruction of the Supreme People’s Court, the itacceptance fee shall be charged in half of
that in ordinary cases for property disputes.

In case of debtor’s petition, the debtor pays #e However, when the case is filed by a
creditor, it is sometimes asked to advance theffeleehalf of the debtor and to be repaid later
by debtor’s assets, though the practice lacks legsis and may be refused by creditor.

No fee is charge to creditors for filing their cres.
3.4.2 Funding of the proceedings

A petitioning party cannot be ordered to make a mgayment on the costs of the
proceedings except the insolvency administrataalarg. If the petitioner is in difficulty to
pay the court may defer the payment.

Post-commencement finance arrangements may be doahg the period of reorganization.
According to Article 75 (2) of the EBL the debtar the administrator controlling the assets
and business operation may borrow money for busioestinuation and set a security on the
loan. This is up to the debtor or the administraind not subject to court approval. The
security set on the loan may be mortgage or plegge the assets that have not been attached
to any security right previously.

State funds are not directly available to finaneg actions of the insolvency administrator. If
it is needed to take an action to combat wrongfatihg and fraudulent transactions the
administrator may report the court or procuratosgek an involvement of the public power.

3.5 Publicity of filing and opening of the procergts

When opening bankruptcy proceedings the court dggiired to give a ruling and have it
published. Article 14 of the EBL provides that thaurt shall, within 25 days from the day
when it decides to accept an application for bapiay) notify the relevant creditors and
announce its decision as well. The notifications served to individual creditors that are
already known while the announcement is served llitdha creditors, either known or
unknown.

The following matters shall be indicated in theragaid notice and announcement: (1) name
of the applicant and respondent; (2) the time wtten court accepts the application for
bankruptcy; (3) the term, place and issues to leeldet for filing claims,; (4) name of the
administrator and the address where it undertakdsusiness; (5) requirements that obligors
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to the debtor shall pay off the due debts, andérslaf the debtor’'s property shall return the
property, to the administrator; (6) the date andueeof the first creditors’ meeting; and (7)
any other matter that the court deems necesséng twtified and announced.

The aforesaid announcement shall be published enngtional and local newspapers,
especially the People’s Court Daily. It may alsopamlished online, e.g . on the bulletin
board of the website of the Supereme People’s Gaunttp://www.chinacourt.org/fygg/

3.6 Group/parallel proceedings
3.6.1 Joint administration

China has no concept of joint administration. Thenee it is impossible to let a joint
administration automatically consolidate jurisddcti over group members with seats in
different court districts. An insolvency adminigtlawho serves several proceedings in way
of consolidation as mentioned above may get renatioeis form the deferent insolvent
estates respectively.

3.6.2 Substantive consolidation

When group or affiliated companies come into cdorrtinsolvency they are deemed separate
cases and treated in deferent proceedings. Howlleegmmay be dealt with jointly by a same
court and managed by a same administrator in aanoedwith the principle of consolidation
of action under the Civil Procedure Law. Sometirttes group or affiliated companies are
treated in different ways, for instance the holdit@mpany is ended up by bankruptcy
liquidation while the subsidiary, a listed compaisyrescued by reorganization.

4. Institutions, participants and the conduct of/catrol over the proceedings
4.1 The debtor
4.1.1 General position of debtor

Once a proceeding under the EBL is commencedhalbssets and business affaires shall be
taken over by the court-appointed administratorddes not mean that the legal person is
divested from its civil capacity. The administrajolays the role like representative and
management of the company with some special fumstiand limitations that serve the
objectives of the proceedings.

Anyway, upon the ruling of acceptance of petititve debtor company’s legal capacity is
subject to the proceeding. It cannot repay any aehvidually unless it is necessary to keep
the business operation, especially to the bengfts sehabilitation* The business operation

and other acts related to the assets shall be tinelsupervision of creditofs.

™ In the EBL, Art. 16 reads: “After the people's toaccepts an application for bankruptcy, the repeyt of
debts made by a debtor to individual creditors Ishalinvalidated.”Art. 42 reads: “The following debts that
occur after the people's court accepts an appicdtr bankruptcy are debts of common benefit:T¢ debts
as generated from an executory contract that theirastrator or the debtor requests to perform; (4) The
labor cost for the continuance of business operatisocial insurance premiums as well as otheilitiab as
incurred therefrom; . . .”

12 Art. 68 of EBL reads: “The creditors’ committeeaihperform the following functions and duties: (1)
Supervising the management and disposal of thedslatssets; . . .”
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After the commencement of the proceeding the dedaiorpany as a legal entity may retain its
powers under general company law within the neddbe proceeding until it is adjudged

bankrupt. However the meeting of shareholders aaddoof directors shall not perform their
functions and ought to cooperate with the admiaistr It is no need for administrator to
discharge directors of the company.

Where a corporate entity is adjudged to be bankiupbses the powers under general
company law. Substantially, it is deemed in a sexssa body of assets subject to disposition
and distribution under the proceeding of bankrufitpyidation.

4.1.2 Duties of management

According to Article 15 of the EBL, during the wieoperiod of the bankruptcy proceedings
the relevant personnel of the debtor shall bearfdhewing duties: (1) properly preserving
the assets, seals and account books as well asmdatsi under its occupation and
management; (2) working in light of the requirenseot the people's court and administrator
and answering their inquiries in a faithful mann@j} attending the creditor's meeting and
answering the creditors’ inquiries; (4) not leavitggdomicile in the absence of permission of
the people's court; and (5) not assuming any plogdirector, supervisor or senior manager in
any other enterprise. The term “relevant personaslinentioned in the preceding paragraph
are the legal representatives of an enterprise;twimay, upon approval of the people's court,
include the financial managers and other operatbtise enterprise.

4.1.3 Debtor in possession

A debtor-in-possession concept is adopted in the &Bh some limitation. It is stipulated in
Article 73 that in the period of reorganization tdebtor may manage, upon filing an
application and obtaining an approval from the toiis assets and business operation by
itself under the supervision of its administratdnder such circumstances the administrator
that has taken over the assets and business augdadihe EBL shall transfer them to the
debtor, and the administrator’'s functions and dutie controlling assets and operating
business shall be exercised by the debtor.

In case that the debtor does not manage its aasetsbusiness operation by itself, the
administrator who takes charge of assets and kssioperations may employ the business
managers of the debtor to take care of the busafésiss’®

4.1.4 Sanctions for breach of duty

There are some sanctions applies if the debtorope# acts which breach the duty. For
example, where a debtor refuses to transfer iest®sseals or such materials as book accounts
and documents, or fabricating or destroying thevaht materials of financial evidences,
thereby making its financial status ambiguous,dbert may impose a fine upon the directly
liable persort?

4.2 The insolvency administrator

13 Art. 74 of EBL.
14 Art. 127 (2) of EBL.

12



4.2.1 Functions

According to Article 25 of the EBL, an administraghall undertake the following functions:
(1) taking over the assets, seals as well as ttauat books and documents of the debtor; (2)
investigating into the financial status of the aeletnd formulating the financial statements; (3)
deciding the internal management of the debtorgétiding the daily expenditure and other
necessary expenditures of the debtor; (5) decidiafpre the first creditors’ meeting is held,
to continue or suspend the debtor’'s business; @aging and disposing of the debtors’
assets; (7) participating litigation, arbitration any other legal procedure on behalf of the
debtor; (8) proposing to hold creditors’ meetingsd (9) performing any other functions and
duties that the people’s court believes it shoadgym.

4.2.2 Appointment and replacement

The post of an administrator may be assumed byg@dition group comprised of the
department concerned and institutions or by susbcaal intermediary agency as law firm,
accounting firm or bankruptcy liquidation firm. Bacase could have one administrator which
could be assumed by one or several agencies. Whageacy plays the role it could assign a
team to assume the task.

The EBL stipulates that an administrator shall kbsighated by the court. Accordingly, the
Supreme People’s Court issued in April 2007 a jatlioterpretation to deal with the affairs
of appointment of administrators. It establishesndorm policy in admitting agencies and
persons on a nominee list for future appointmemi®viding that a higher court or
intermediate court shall, corresponding to the nemdb the related intermediary agencies and
bankruptcy cases in its jurisdiction, keep a ltsfjaalified administrators

Creditors have no influence in respect of the appuent of an insolvency administrator.
However, the creditors’ meeting may apply with tbeurt to dismiss and replace an
administrator who is deemed failing to perform filections lawfully or competently. The

EBL provides that an administrator shall acceptgigervision of the creditors’ meeting and
the creditors’ committee.

4.2.3 Qualifications

The personnel to assume the task of administrétall, according to Article 24 of the EBL,
have relevant experience, knowledge and have autaime practice qualification. In China
there are license systems for lawyers, accountartother practitioners with strict procedure
for title examination. When an individual assuntes post of administrator, he or she shall be
covered professional liability insurance.

One who is under any of the following circumstanc®ll not assume the post of

administrator: (1) having been given a criminal ishment for deliberate crime; (2) having

been deprive of the relevant practice qualificatientificate of related specialty; (3) having

any interest relation to the case; or (4) beingeurahy other circumstance where the court
deems it improper to act as an administrator.

4.2.4 Disposition of assets

13



An insolvency administrator is empowered to dispibgedebtor’'s assets. When a sale is made
for the purpose of keeping the business runninglo#s not need to occur in public and
however the sale of major property such as reatestntellectual property and entire of
inventory or business shall be under the supenvisfcthe creditors’ committe®. When sale

is mage for purpose of liquidation, the adminigtraghall sell the insolvent assets by means of
conversion in accordance with the conversion pfanamlvent assets that has been adopted at
the creditor's meetin§’

If the insolvent estate comprises shares, no dpagids under general company law could be
invoked by the insolvency administrator. Sharesotieer companies held by the insolvent
debtor are esteemed as a part of the assets amdl lm®uexercised by the administrator
according to the EBL.

4.2.5 Independence

Insolvency administrator in China is deemed asatugiry body authorized by the Law,
acting in form of representation of the debtor grrise within the legal authorization. It shall
respect and protect the rights and interests ofli#or and creditors but must not obey the
will of either shareholders of the debtor or theditors'’

The independence of insolvency administrator astatery body carries weight in the EBL.
As regards to the affairs concerning the assetdanthess of the debtor there is generally no
need to obtain prior authorization from the couys. exception, before the first creditors’
meeting is held, if an administrator decides toticme or suspend the business operation of
the debtor or has any of the acts to dispose therraassets of the debtor it shall be subject to
the approval of the coutf. As to the procedural matters, however, it shallofo the
directions of the court. For instance, an admiatsiris on duty to notify the creditors when
the court decides to convene a creditors’ meetifig.

4.2.6 Publicness

During the proceeding no information is legallyu&gd to be made publicly available except
some of the rulings of the court, the decisionshef creditors’ meeting and the matters that
the administrator needs to circulate publicly. Hearean interested person, e.g. a creditor,
may contact the administrator for relevant inforimmat

4.2.7 Obligations from administrator’s acts

Obligations arising from acts performed by the Imency administrator are classified as
debts of common benefit, including debts arisirgrfrperformance of executory contracts,
the payment for labors and social insurance premineeded for the continuance of debtor’'s
business operation, liabilities for damages caudmedarrying out duties of administrator and

> Arts. 25, 69 of EBL.

' Art. 111 of EBL.

7 See, Wang Weiguo, “The Role of the AdministraterGhina’s New Bankruptcy Law’Credit Risk and
Credit Access in Asjapublished by OECD Publishing, 21 Mar 2006, pp.9-182. Online reading:
http://browse.oecdbookshop.org/oecd/pdfs/browsadid®21E.PDF

'8 Art. 26 of EBL.

19 Art. 63 of EBL.
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relevant personnel or by the property of bankrugéemprise, and the liabilities as generated
from any damage due to the debtor’s assets.

4.2.8 Duties and liabilities

Generally, an administrator shall follow the fundantal duties of good faith and diligence
when performinf its functions and shall be liabte breach of one of the dutiéSlt is
sptitulated in Article 130 of the EBL that where @stiministrator fails to perform its functions
and duties in a diligent and faithful manner asvted in the provisions of EBL, the court
can impose upon it a fine; if any loss is incurtieereby to the creditors, the debtor or a third
party, the administrator shall be liable to comaeios.

4.2.9 Remunerations

The EBL provides that the remuneration of admiatsir shall be decided by the court. In
case the creditors’ meeting has any different o@pirio the remuneration of an administrator,
it has the right to file an objection with the cotlr According to the judicial interpretation of
the Supreme People’s Court the general remunerasitan of insolvency administrators is
fixed by the court at the total value of the assetthe final settlement with consideration of
the workload. The remuneration is paid by instaltsem by lump sum at the end of the case.
In practice there are sometimes insufficient futtdsemunerate the insolvency administrator
in full and no state fund available to fill the gaphe court has no power to order the
termination of the proceeding in case the admiaistrcannot be fully paid.

4.2.10 Association

There has not yet been an association of insolveragtitioners operate in china. However
the All China Lawyers Association is to establistprafessional committee in insolvency
business.

4.3 Court supervision

In present China there is no statutory stipulatiooncerning particular qualification
requirements applicable for judges to be appoir®gdn insolvency judge, or supervisory
judge either.

The court can give binding instructions to an imeaky administrator on condition that the
instruction has legal basis. For example, when dbert decides to convene a creditors’

meeting it shall instruct the administrator to netthe creditoré’

Up to now China has no national discussion platfofrimsolvency judges, though there are
some occasions for them to discuss the relevartersat

Generally speaking insolvency cases usually takie ¢png time and sometime the workload
is heavy, but there is no statistics to show thexraye workload of insolvency judges.

4.4 Government regulator/supervisor

20 Art. 27 of EBL.
2L Art. 28(2) of EBL.
22 Arts. 62, 63 of EBL.
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4.4.1 Government regulator

Insolvency legislation is within the power of thatidnal People’s Congress, the legislature
of China. Additionally, the EBL recognizes that thegulations on special issues of
insolvency of state-owned enterprises issued bySta¢e Council is applicable within the

specified scope and authorizes the State Counuibt& out the implementation measures for
insolvency of financial institutions.

4.4.2 Government supervisor

There is no government agency or supervisor in £&himo is responsible in overseeing
individual case administration and carrying adnimatsve responsibility.

4.5 Creditors
4.5.1 Types of creditors
Basic categories

The basic categories of creditors in Chinese batkydaw are secured creditors and ordinary
(unsecured) creditors. Secured creditors are thbsxse claims are secured with mortgage,
pledge or lien and enjoy the status of right toasafe satisfaction in the proceeding of
bankruptcy liquidation. Ordinary creditors are tashose claims have not any security or
priority in bankruptcy distribution.

Besides, employees’ claims based on labor lawssan@l security laws owed by the debtor
are dealt with as a special categdty.

Status of secured claims

After the court accepts an petition for bankruppegceedings, secured claims sall be stayed
until the debtor is adjudged bankrupt and therdiy procedure turns into bankruptcy
liquidation. In the proceeding of liquidation thecsred creditors are entitled to be satisfied
with the collaterals separately.

The rights to separate satisfaction based on tistirgx real rights for security, i.e. mortgage,
pledge and lien, which are governed by generabpgilaw, majorly the Real Rights Law and
the Security Law.

Before adjudication of bankruptcy which brings tbase into proceeding of bankruptcy
liquidation, all the security rights are suspend&dept two situations. First, for the needs of
continuation of business operation the administnatay take back the property occupied by a
holder of pledge or lien through satisfying thewed claim?* Second, in the duration of
reorganization, where the collateral has possybditdamage or significant depreciation that
is sufficient to injure the secured right, the seduclaimant may apply with the court for
realizing the collaterat

% See 4.6.1 of this Report.
24 Art. 37 of EBL.
% Art. 75 of EBL.
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Unenforceable claims

The claims that cannot be enforced in the insolygmoceedings are mainly the following: (1)
interests to any claim after the acceptance of dh®e®® (2) expenses of a creditor for
participating in the proceedings; (3) any fine analty imposed on the debtor by an
administrative or judicial agency; (4) any late fee a non-paid debt imposed after the
acceptance of the case; (5) claims based on thé gig the share or stock; (6) claims that
exceed the statute of limitation$’

4.5.2 Filing of claims
Filing process

All claims shall be filed to the administrator aftihe acceptance of an application for
bankruptcy within the term as decided by the cauhich is no less than 30 days and no more
than 3 months calculated as of the day when thet @mnounces the acceptariceThe
administrator shall register the claims into a hoodnduct an examination and formulate a
list of claims as well. The list shall be submittedhe first creditors’ meeting for verification.
The verified claims shall be confirmed by a rulwigthe court where both the debtor and the
creditors have no objection. Anyone who has anabioje to a claim on the list may raise an
action at the court that deals with the bankrupese?®

A creditor who fails to file its claim within thetm as decided by the court may make up the
filing before the final distribution of bankruptsets. However, if any distribution has been

done before the filing, no more compensation maynade. The expenses for examining and
confirming the supplementary filing shall be bohbyethe creditor itself°

Special rules for claim filing

The EBL contains some provisions concerning spéssales for filing of claims.

Undue claim Any undue claim shall be deemed as due when thigopefor bankruptcy
proceeding is acceptéd.

Interest. The calculation of interest of any claim shall &tepped when the petition for
bankruptcy proceeding is accepf@d.

Pending claim.Any claim subject to conditions or time limit oemqding in litigation or
arbitration may be filed®

% Art. 46 (2): “The calculation of the interest afyaclaim shall be stopped when the relevant apiidingfor
bankruptcy is accepted.”

2" For items (2) — (6) see Art. 61 of the Stipulaticon Some Issues in Dealing with Enterprise Bartkyup
Cases issued by the Supreme People’s Court only1 20002.

%% Arts. 45, 48 of EBL.

2 Arts. 57, 58 of EBL.

%0 Art. 56 of EBL.

3L Art. 46(1) of EBL.

32 Art. 46(2) of EBL.

% Art. 47 of EBL.

17



Joint and several clainA joint and several claim may filed by a represéine of its creditors
or by all of them jointly**

Joint and several deb¥Where a guarantor of the debtor or any other jaimd-several debtor
has paid off the debt on behalf of the debtor,ajrfile its right of recourse against the debtor.
If the guarantor or the joint-and-several debtas hat yet paid off the debts on behalf of the
debtor, it may file claim on the basis of its figutght of recourse against the debtor, unless
the creditor have filed the entire claim at the adstrator>®

Claim against joint and several debtol&/here several joint-and-several debtors are rnided
be under the insolvency proceedings, their crediay file the entire claim in each of the
bankruptcy cases respectivéfy.

Claim from rescission of executory contradthere the administrator or the debtor rescinds
an executory contract according to the EBlthe counterparty may file its claim for damages
as generated from the rescissioh.

Agent’s post-opening claimVhere the debtor as a principal of an agency aohtras become
under the insolvency proceedings, the agent imware of the fact and continues to deal with
the entrusted affairs, the agent may file its ctaam generated therefroth.

Drawee’s post-opening clainWhere the debtor as a drawer of a negotiableumsnt has
become under the insolvency proceedings and theedratill pays or accepts it, the drawee
may file its claim as generated therefrom.

Unfiled claims

Where a creditor fails to file its claim within therm as decided by the court, it may make a
supplementary filing until the final distributiorf bankrupt assets. However, it shall bear the
expenses for examining and verifying the suppleargriiling and may not get compensation
for a distribution that has already been done lgetbe filing. A creditor who fails to file its
claim in accordance with the EBL may not exercige light under the insolvency
proceedingé?

4.5.3 Creditors’ meeting
Functions of creditors’ meeting

According to paragraph 1 of Article 61 of the EBdreditors’ meeting shall exercise the
following functions: (1) verifying the filed claim$2) applying with the court for replacement
of administrator and examining the expenses andumenations of administrator; (3)
supervising the administrator; (4) selecting angdlaeing the members of the creditors’
committee; (5) deciding to continue or stop thetded® business operation; (6) deciding

34 Art. 50 of EBL.
% Art. 51 of EBL.
3% Art. 52 of EBL.
37 See 5.7.1 of this Report.
% Art. 53 of EBL.
39 Art. 54 of EBL.
0" Art. 56 of EBL.
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whether to adopt a reorganization plan; (7) degdmhether to adopt a composition
agreement; (8) deciding whether to adopt a plamfanagement of the debtor’'s assets; (9)
deciding whether to adopt a plan for realizing biaakrupt assets; (10) deciding whether to
adopt a plan for distribution of the bankrupt assahd (11) any other function that the court
deems necessary.

Membership of the meeting

Any creditor that has filed its claim enjoys themieership of creditors’ meeting and has the
right to attend the meetirig.

Voting rights at the meeting

Creditors with claims having already been exameathaamified by the first meeting according
to Article 58 of the EBL may exercise their riglitsvote. Anyone whose claim have not yet
been verified is not entitled to exercise the right/ote unless the court temporarily decides
the amount of its claim for the sake of exercidimg right to voté?

Any secured creditor who has not given up the ftyianay not vote for such matters as
deciding whether to adopt a composition agreemert whether to adopt a plan for
distribution of the bankrupt asséfs.

A creditor may entrust its agent to attend the itoesl meeting and exercise the right to vote.
Where an agent attends the meeting, it shall suamidwer of Attorney with the court or the
chairman of the creditors’ meetig.

Attendance of employees

The employees and the labor union of the debtoll blaze their representatives to attend
creditors’ meeting and air their views on the ralevissue&®

Convening of the meeting

Creditors’ meeting convenes in the following cir@tances: (1) the first creditors’ meeting
shall be convened within 15 days as of expiratibrthe term for filing of claimé® (2)
subsequent creditors’ meetings may be held whercolgt deems necessary or where the
administrator, the creditors’ committee, or creddaceditors representing one-fourth or more
of the total claims proposes to the chairman of ¢heditors’ meeting” (3) creditors’
meetings, either the first one or the subsequeet simll be held by the court within 30 days
when a submitted draft of reorganization plan eieed or when proceeding of composition
is commenced®

L Art. 59(1) of EBL.

2 Art. 59(2) of EBL.

3 Art. 59(3) of EBL. These two matters are presatibeltem (7) and (10), para. 1 of Art. 61 of EBL.

4 Art. 59(4) of EBL.

4> Art. 59(5) of EBL.

4 Art. 62(1) of EBL.

47 Art. 62(2) of EBL. According to Art. 60 the chaiam of creditors’ meeting is designated by the cénarm
among the creditors with right to vote.

*® Arts. 84, 96 of EBL.
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When convening the creditors’ meeting the courtllslggpoint a chairman from among the
creditors with the right to vote and the chairmhallspreside over the meeting.

Voting rules

As a general rule, a resolution of the creditorgeting shall be adopted on two conditions.
First, as for number of participants, it is votest by more than half of the creditors that
attend the meeting and have the right to vote. iI8kcas for amount of claims, the vote-for
creditors represent half or more of the total stinihe unsecured clainfs.

Special rules are applied to two occasions. Firstlsesolution for approving a reorganization
plan shall be adopted where in each of the votimogig more than half of the creditors vote
for it, representing two-third or more of the tasalm of the claims in that grodp.Secondly,

a resolution for approving a composition agreensiail be adopted where it is voted for by
more than half of the creditors that attend thetmgeand have the right to vote, and where
the vote-for creditors represent two-third or mof¢he total sum of the unscured claifhs.

Court’s intervene

The EBL observes the principle of “autonomy of d@@d” generally and specially authorizes
the court to intervene when there is a deadlocksame issue at the meeting. Article 65
provides that the matters prescribed in items 8l @) of Article 61 of the EBL that has not
been adopted at the creditors’ meeting and theemptescribed in item (10) of the same
Article that has not been adopted after a secotidyat the creditors’ meeting shall be ruled
by the courf?

The creditors who disagree the above-mentionedgutiay apply with the court for review
within the period as prescribed by the EBL. Thecexien of the ruling shall not stop during
of the review?®

4.5.4 Creditors’ committee
Functions of creditors’ committee

The purpose of creditors committee is to keep @etd-day supervision on administrator’s
functions. It is also purporting to create oppoityiior the relevant parties to communicate
and compromise.

Article 68 of the EBL provides that the creditorsmamittee shall perform the following
functions: (1) supervising the management and deslpaf the debtor’s assets; (2) supervising
the distribution of the insolvent assets; (3) ppg to hold a creditors’ meeting; and (4)
other functions as entrusted by the creditors’ mgetWhen performing its functions the
creditors’ committee has the right to require adstrator, debtor and relevant persons to give
an explanation or provide the relevant documentsaoy matter within the scope of its
functions. Where any of those persons refuses tepacthe supervision in violation of

9 Art. 64 of EBL.

%0 Art. 84(2) of EBL.

L Art. 97 of EBL.

%2 See the first subtitle of 4.5.3 of this Report.
%3 Art. 66 of EBL.
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provisions of the EBL, the creditors’ committee hhs right to plead the court to make a
decision on the supervision matter, and the Iattail make a decision thereon within 5 days.

Establishment of the committee

Establishment of a creditors’ committee is quitmenmon practice in China. Article 67 of the
EBL provides that the creditors’ meeting may decaestablish creditors’ committee, which
shall comprise of representatives as selected aeatctaditors’ meeting and in addition a
representative of employees or the labor uniorhendebtor. The members of the creditors’
committee shall be no more than 9 persons. The raesrdd the creditors committee shall be
confirmed by the court in written form.

The Law has no limit to the qualification of theeditor representatives in the committee. In
practice, they are usually representatives of majeditors. Practitioners such as lawyers or
accountants may be appointed as members of the imaraven though the case is actually
rare.

The establishment and composition of creditors cdtamis matters under the notion of
“autonomy of creditors” so that the issue of cantfliof interests in respect of the composition,
processes of decision making and other issues efctkditors committee is up to the
consensus of creditors’ meeting.

No distinction between provisional and definitediters’ committees is made in Chinese
bankruptcy law.

Information

According to Article 69 of the EBL, administratonadl report to the creditors’ committee
timely when it conducts any of the following ac{$) transfer of real estate; (2) transfer of
such property rights as right to mine exploitatiomning right and intellectual property
rights; (3) transfer of all the inventory or buseeoperation; (4) borrowing money; (5) setting
security on the property; (6) transfer of claimsl aecurities; (7) performance of executory
contracts; (8) waiver of rights; (9) withdrawal obllaterals; and (10) any other property
disposal that has important impact on the creditmterests. In case that creditors’ committee
has not established yet, the administrator shallensaich reports to the court timely.
Remunerations

Remuneration to the members of creditors commigt@zcided by the creditors’ meeting. In
practice they are usually rewardless.

4.6 Other stakeholders
4.6.1 Employees
General principle

Since employees are supposed not to participasopally in the insolvency proceedings, the
Law has paid special attention to their interelétss a general provision in the EBL that in
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dealing with bankruptcy proceedings the court sisalleguard the legitimate rights and
interests of the employees in the insolvent enisept*

Employee-related information disclosure

When a debtor petitions a proceeding under the EHBhall submit, among other documents,
a pre-arranged plan for settlement of employeesttha been agreed by the employees via
their assembly or the union. When a proceedingetgigned by creditor(s), the debtor shall
submit, among other documents, a statement onaimments of wages and social insurance
premiums>>

Treatment of employees’ claims

In the process of filing of claims, the employeelsims such as wages, subsidies for medical
treatment and disability, comfort and compensafornds as defaulted by the debtor, the
fundamental old-age insurance premiums, fundamentgdical insurance premiums that

should have been transferred into the employeessopal accounts as well as the
compensation for the employees as prescribed byrelevant laws and administrative

regulations are not required to be filed, for whittte administrator shall formulate a

corresponding checklist upon investigation and hawannounced. Any employee who has
objection to the checklist may request the admiatist to make correction. Where the

administrator fails to do so, the claimant mayeais action with the coutf.

In the proceeding of bankruptcy liquidation emplegeclaims shall be paid in priority over
the taxation, the non-labor social insurance premsiand the ordinary claims.

Labor and social rights
Insolvency administrator has no power to terminam@ployment contracts unless a
termination of individual contract is justified accordance with the labor laws, regulations or

the contract itself®

When a debtor’s business is purchased within theegd of a going-concern sale during
insolvency proceedings the employment contractallystemain unchanged.

Collective redundancy fund or a wage guaranteensehspecifically prepared for enterprise
bankruptcy does not exist in China. However theme some social insurance schemes
available to aid the employees in difficulties.

Participation in procedure

> Art. 6 of EBL.

> Arts. 9, 11 of EBL.

% Art. 48 of EBL.

" Art. 113 of EBL.

8 The major legislations related to employment arts include the Labor Law, the Labor Contract Ltwe,
Law on Mediation and Arbitration of Labor Disputéise Regulations for Implementation of the Labontact
Law.
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A creditors’ meeting shall be attended by represterds of the employees as well as the labor
union, who may therefore air their opinions on thkevant issues. Further, the employees
shall have a representative in the creditors cotamit

In the proceeding of reorganization employees’ Ish@lone of the voting groups and their
claims shall be fully paid in the reorganizatioarml

High-ranking staffs

Where any director, supervisor or senior mangertalesn advantage of his power to obtain
abnormal incomes from his/her enterprise or emleezehterprise assets, the administrator
shall recover it. Thus if they have obtained yead@ary, bonus or other rewards in the
circumstances that the debtor was money-losingh@rounreasonable or fraudulent basis the
gains shall be retrieved by the administratorhg money is unpaid the administrator shall
refuse to pay it?

4.6.2 Shareholders

In the EBL there is no provision concerning shaleééis’ claim to distribution. It is very
exceptional that there remains surplus of asséts all the claims of the creditors are fully
satisfied in bankruptcy liquidation.

Shareholders’ loans or other claims rather thaneshased ones are treated as ordinary claims
that have equal status with other ordinary claims.

Inquiry proceedings or other special dispute prdocegs under general company law held

during insolvency proceedings is not prohibitedblaykruptcy law but such actions may not

affect the insolvency proceedings. The EBL doesimend to deal with a dispute between a
shareholder and the company or between differearesiolders. The only chance for them to

exercise their shareholder rights is the right tdeva scheme of change of shares in a
reorganization plan. In such circumstances a judgeno an action of share dispute may be
taken into account in the insolvency proceedings.

5. Effects of the opening of insolvency proceedings

5.1 The effects of the filing versus the effect$h&f opening judgment

In China the legal effects of insolvency proceedistart from the court’'s acceptance of the
petition. Mere a filing of a request for the opanof insolvency proceedings cannot lead any
special interim/provisional measures be ordered.

During the period between the petition and the piaceee neither counterparty nor third party
is supposed to involve in. Only after the courtegats the petition, the ruling shall be known

by all the relevant parties.

5.2 Protection and preservation of the insolvetdtes

%% Art. 36 of EBL.
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When an insolvency proceeding is open all the agbet has been, or can be, controlled by
the debtor shall be taken over by the administrdtdhere is any property that belongs to the
assets and remains out of the debtor’s controhtiministrator may request the court to take
some measure of attachment.

General stay on enforcement actions applies autcatigt According to the EBL, after the
court accepts the petition the following effectalshrise.

First, the debtor is forbidden to pay off any debany creditor individually°

Second, the relevant measures for preserving thtoide assets shall be released and the
procedures for execution shall be susperided.

Third, any ongoing civil litigation or arbitratiothat the debtor involves shall be suspended
until the administrator has taken over the corfahe debtor's assefs.

Fourth, any exercise of rights of mortgage, pledgken over the debtor’s property shall stop
until the adjudication of bankruptcy is rul&d.

5.3 Assets constituting the insolvent estate

According to the EBL, the insolvent debtor’'s assetfer to all the property, tangible or
intangible, located domestically or abroad, thdbibgs to the debtor at the time when the
petition for insolvency proceedings is acceptedh®gycourt, as well as the assets obtained by
the debtor during the entire period of the insobyeproceeding$’

The property that is co-owned by the debtor withheone else shall be divided physically or
in value.

Any capital contribution to the debtor that has Ineén fulfilled is deemed as a part of the
assets so that the administrator is entitled taireghe contributor to pay the owed sum
irrespective of the term for capital contributin.

5.4 Divestment of the debtor

5.4.1 Effects of opening to the debtor

As a general rule, upon opening of insolvency pedoggs the debtor is divested and the
insolvency administrator is exclusively entitledni@nage and dispose the assets comprised in

the insolvent estaf®.

Accordingly, for example, where any assets have lsedd in advance by the debtor but the
title have not been transferred to the buyer pieothe opening of insolvency proceeding, it

% Art. 16 of EBL.

®L Art. 19 of EBL.

%2 Art. 20 of EBL.

% Art. 109 of EBL.

% Arts. 5, 30 of EBL.

% Art. 35 of EBL.

% Art. 65 of the Provisions on Some Issues in Degplivith Enterprise Bankruptcy Cases, released by the
Supreme People’s Court on 18 July 2002.
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shall apply the rule concerning executory conteacstipulated in Article 18 of the EBL. If it
is transferred to the buyer after the opening juelgin it shall be retrieved by the
administrator because at that time any individaéiséaction made by the debtor is prohibited.

5.4.2 Pre-proceeding transactions
The EBL establishes several articles to cope vimghdebtor’s pre-proceeding transactions.

First, Article 31 provides that the administratastthe right to plead the court to avoid any of
the following acts relating to the debtor’'s asskthey happened within one year before the
opening of insolvency proceeding: (1) transferritige assets gratis; (2) trading at an
obviously unreasonable price; (3) providing seguiat a debt that has not been secured; (4)
paying off the undue debts in advance; or (5) gjwip a claim.

Second, Article 32 provides that within six monthefore the opening of the case, if the
debtor has become insolvent but still satisfiedealitor, the administrator is entitled to plead
to the court to revoke it, except where an indigidhepayment benefits the debtors’ assets.

Third, Article 33 provides that any of the followgracts involving the debtor’s assets shall be
deemed as invalid: (1) concealing or transferrimg dssets in order to evade the debts; or (2)
fabricating any debt or acknowledging any unreétde

As to any of the assets of the debtor as obtaimetbruthe circumstances as prescribed by
Articles 31, 32 or 33 of the EBL, the administratentitled to recover it.

5.4.3 Effects to third parties

According to Article 17 of the EBL, after openin§insolvency proceedings, obligors to the
debtor shall pay off their debts and the holdershaf debtor's property shall return the
property to the administrator.

Where the obligors to the debtor pay off their dedt the holders of the debtor’'s property
return the property to the debtor in violation betrules in the EBL, they may not be
exempted from the duties to continue paying off telebr returning property to the

administrator. Since the opening of the proceedsngublicly noticed, nobody doing in that

way can be deemed in good faith. Anyhow, if in tesloe payment or return benefits the
assets, the administrator has no reason to deandithe liability of the obligor or the holder

shall be discharged.

Upon the announcement of the ruling to appointreolvency administrator, everybody is
supposed to be aware of the fact that without aighion of the insolvency administrator the
debtor cannot bind the insolvent estate by unidditacts, except that the debtor is permitted to
control the assets and business operation itsatigithe period of reorganization.

5.4.4 Effects to agency and transfer order

According to Article 18 concerning executory contsa’ if a third party has been authorized
as an agent to represent the debtor by conduatiisgoph management or disposition regarding

%7 See 5.7 of this Report.
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assets comprised in the insolvent estate, the astnaitor has the right to decide continuation
or termination of the authorization. If it fails tib so and the agent does not remind it, the
authorization keeps alive.

Upon the opening of the proceedings the court shatice the debtor's banks to stop
settlement activities in the debtor's account uthi# administrator takes over the as8®ts.
When the administrator controls the bank accouist é@ntitled to decide any payment on the
account. In principle it shall refuse to pay indival debts which exist prior to the opening of
proceeding. Therefore if a transfer order issuedhgy debtor prior to the opening of the
proceedings is not cleared yet the administratoy retuse to pay. If it has been cleared, the
administrator may reclaim it in accordance withidle 32 of the EBL®® However this
reclaim is subject to some restrictions, for instathe rule of set-off as prescribed in Article
40 of the EBL”

5.5 Fixation of the position of creditors
5.5.1 Fixation to creditors

The fixation of the position of creditors is notpegssly stressed as a fundamental principle in
the EBL. The so-called fixation principle is impllg adopted as an effect of the opening of
insolvency proceeding, not a general one, but tlmbfaims.

As regard to the insolvency claims, the EBL adapésfixation principle. Article 44 provides
that creditors that have claims against the delstoen the court accepts the application for
insolvency proceedings may exercise their right®ating to the procedures as prescribed of
the EBL. Article 46 further provides that the undil@ims shall be deemed as due upon the
commencement of the proceeding. In the meantimedlailation of the interest of a claim
shall be stopped.

The EBL grants a prioritized treatment to the ckiwccurred after the opening of the
proceeding. Some of them come under the categdityamlkruptcy expenses” and some come
under “debts of common benefit” which shall be paficby the debtor’s assets at all tinfés.

It is not allowed to establish new security to ttlaims occurred before the opening of
insolvency proceedings. New security for new claifter the opening is allowable in two
occasions. First, when the administrator decidesotttinue an executory contract, it shall
provide security for its return performance if t@unterparty requests to do ‘$oSecond, in

% Art. 15(4) of the Provisions on Some Issues inlibgawith Enterprise Bankruptcy Cases, releasedhey
Supreme People’s Court on 18 July 2002.

% See 5.4.1 of this Report.

0 Art. 40 of EBL reads: “When a creditor is indebteith its debtor before the acceptance of bankguptc
application, it may claim for set-off against thelndnistrator. However, under any of the following
circumstances, the relevant debts shall not befgefl) When a obligor to the debtor obtains thairo of any
other party against the debtor after the acceptafdsnkruptcy application; (2) When the credit@cbmes
indebted with the debtor when learning the factebtor’s insolvency or petition for bankruptcy peeding,
except where the creditor assumes debts to th@mdabtording to the provisions of law or for suelason as
incurred one year before the petition for bankrygmceeding; (3) When a obligor to the debtor wista claim
against the debtor when learning the fact of débtiosolvency or petition for bankruptcy proceedimegcept
where the obligor obtains the claim according ® phovisions of law or for such reason as incuoed year
before the petition for bankruptcy proceeding.

"t Art. 41, 42 and 43 of EBL.

2 Art. 18 (2) of EBL.
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the period of reorganization, it is allowed to aetecurity with the debtor’s assets on the loan
borrowed for continuing the business operafion.

5.5.2 Fixation to insolvency estate

As regard to the insolvency estate, the EBL adtgrinciple of so-called expansionism, i.e.
maximizing the estate of assets as far as posdibis.is partly based on the fact that the EBL
is applicable to enterprises which are respondiblewvest all their assets to perform their
liabilities. Therefore, in China the insolvency ast shall include not only the assets that
belong to the debtor upon the opening of the priogs, but also the assets as obtained by
the debtor during the period of the proceedifigs.

5.5.3 Retroactive effect

The EBL does not adopt such a notion that theibratas retroactive effect of the divestment
of the debtor to 00.00 hours of the day on whidah ghoceedings commenced. According to
Article 15, the binding force of the proceedingrstdrom the date when the court’s ruling of
commencement is served to the debtor. From theddehtor bears the duty, among others, to
preserve the assets properly until the administtates them over.

5.6 Pending lawsuits and other proceedings

As mentioned abov€, legal actions concerning rights and obligationshef insolvent estate
are suspended upon the opening of insolvency pdotge The action can be resumed after
an administrator takes over the debtor’'s assetgpxsuch actions as purporting to recover
debts against the insolvent debtor. During insatyeproceedings the civil actions related to
the debtor, either continued or newly filed, sltaline within the jurisdiction of the court that
accepts the application for bankruptcy proceeding.

Similarly, upon the opening of insolvency proceegirthe relevant measures for preserving
the debtor’s assets shall be released and thecarmefor execution shall suspefidRelease

of preserving measures such as attachment, detemiicount-frozen and so on is justified
with the principle of collectivity. For the sameas®n a procedure of execution to enforce a
judicial judgment or an arbitral award for indivaluclaim shall be suspended until the
proceeding is terminated so that the execution qooe may be continued before
adjudication of bankruptcy, that may happen in ohthe following occasions: (1) where the
debtor is found not under insolvency and the coejects the bankruptcy petitidh;(2)
where a third party provides full-amount guararntgeor pays off, all the due debts for the
debtor’® (3) where the debtor has paid off all the due slébelf’®

5.7 The impact on contracts

5.7.1 Executory contracts

3 Art. 75 (2) of EBL.

" Art. 30 of EBL.

> See 5.2 of this Report.
5 Art. 19 of EBL.

T Art. 12(2) of EBL.

8 Art. 108(1) of EBL.

9 Art. 108(2) of EBL.
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The basic idea of the EBL is to provide as muchoopnity to rescue the distressed
enterprises as possible. Therefore it does nottatth@pscheme of terminating the existing
contract automatically upon the opening of insobyeproceedings. The EBL grants the
administrator an initiative to deal with the cowtsa Therefore no automatic termination and
acceleration clause is valid and enforceable.

According to Article 18 of the EBL, after the opegi of insolvency proceedings, the
administrator shall decide whether to rescind ottiooie to perform a contract that has been
established previously but not been fully perfornhbgdthe parties concerned and notify the
counterparty of its decision. Where the administr&ils to inform the counterparty within 2
months from the opening date, or has no reply witB0 days upon the counterparty’s
remainder, it shall be deemed as rescission ofdhé&ract. When the administrator decides to
continue the contract, the counterparty shall perfits obligation and meanwhile has the
right to request the administrator to provide siguwhere the administrator fails to provide
any security, it shall be deemed to rescind theraoh

In the proceeding of reorganization, the debtgpersnitted to control the assets and business
operation is in the same position as administriatdealing with executory contracts.

When the administrator decides to continue therachtthe counterparty that has performed
its obligation may claim the performance in returraccordance with Article 42 of the EBL
concerning debts of common benefit.

Where the administrator or creditor rescinds a rembtaccording to the provisions of the
EBL, the counterparty may file its claims on thesibaof the right to compensation for the
damage as generated therefrom.

5.7.2 Contracts not performed by counterparty

If the debtor has performed its obligations undecoatract prior to the opening of the
proceedings, and the counterparty has not perfoiitseown, the administrator has right to
claim for the performance in return or rescind doatract. For instance, if the debtor has
delivered goods and the counterparty has not paigtice, the administrator may request the
payment. If the debtor has paid the price and thterparty has not delivered the goods, in
case that the goods are not needed for the deliiosimess continuation, the administrator
may rescind the contract and request repaymeriteofrtoney and the counterparty may file
the damages brought about from the rescission asrdimary claim in the insolvency
proceedings.

5.7.3 Nominated contracts
There is no special rules applicable with regardeidain nominated contracts in the EBL.
5.8 Other effects of the opening of insolvency pemtings

5.8.1 Exclusive power to invoke the Actio Pauliana

8 Art. 73(2) of EBL.
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Substantially, the insolvency administrator is esolely entitled to invoke the Actio Pauliana,
even though such a term is not used in China. lar8& of EBL lists 5 pre-petition fraudulent
conducts related to the debtor’s assets and entiteeadministrator to avoid the transacfibn,
and Article 34 entitles the administrator to reaoibee property as transferred as a result of the
fraudulent transactions.

5.8.2 Right to open correspondence

When opening bankruptcy proceedings the court shake notice to the relevant creditors
and announcement to the public. One of the issol&inied in the notice and announcement
is the information of the administrator, includitige correspondence thereof. It goes without
saying that the administrator is entitled to opemrespondence of the debtor.

Particular telephone and online messenger sersmesinized by insolvency administrator do
exist in practice, within the scope of the needgadorm its functions.

The duration of insolvency administrator’s rightdpen correspondence has no limit. Even
after the proceeding the relative parties may antdor any subsequent need.

5.8.3 Mobility constraints

Particular mobility constraint applies to an insoiv debtor. It is provided in the EBL that

during the entire proceeding the relevant persomfiethe debtor shall not leave his/her
domicile in the absence of permission of the coline “relevant personnel” refers to the legal
representative of an enterprise, and further iresudipon approval of the court, the financial
manager and other operators of the enterffisehe one who violates the constraint by
unlawfully leaving his/her domicile, the court cgine an admonition or detainment, and may
impose a fine upon him/her concurreritly.

6. Direction of the insolvency proceedings

6.1 Purposes of the insolvency proceedings

The EBL is enacted for purposes of regulating thecgdures for enterprise insolvency,
dealing with the claims and debts fairly, protegtithe legitimate rights and interests of
creditors and debtors, and maintaining the ordéh@&ocialist market econoritf.

Social interest such as the continuation of thenass is underlined in the legislation which
attempts to keep balance and compromise the itdeoédifferent stakeholders, including

debtor, creditors, employees and sometimes inv@stor

Up to now there is no plan for amendment of the EBL further enable corporate
reorganization and going concern sales of busimefgsancial distress

6.2 Conversion of the type of proceedings

8l See 5.4.2 of this Report.
82 Art. 15 of EBL.

8 Art. 129 of EBL.

8 Art. 1 of EBL.
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6.2.1 Voluntary conversion

The three proceedings in the EBL, namely reorgadioiza composition and bankruptcy
liquidation, are convertible from each other inta@r circumstances. At first place, the parties
may choose to apply for conversion voluntarily aiguiat the rehabilitation of the debtor.
Where a proceeding of bankruptcy liquidation petied by one or several creditors is open,
the following applications filed before adjudgemehbankruptcy may be accepted:

(1) The debtor or its capital investors whose capualticbution makes up 1/10 or more of the
debtor’s registered capital apply for reorganizaffo

(2) The debtor applies for compositi&h.
6.2.2 Non-voluntary conversion

In the circumstances as prescribed by the EBL, itiselvent debtor that is under the
proceeding of reorganization or composition shalladjudged and announced bankrupt so
that the case turns into the proceeding of bankyupjuidation.

From reorganization to liquidation

In some occasions the on-going proceedings shaltdreverted from reorganization to
bankruptcy liquidation.

First, during the period of reorganization, undey af the following circumstances, the court
shall rule, upon the request of administrator oy amerested party, to terminate the
reorganization proceeding and adjudge the debtdvetdankrupt: (1) where the business
operation or financial situation of the debtor geesse off and cannot be rescued in any
way; (2) where a debtor has any act obviously agaits creditors such as cheating,
maliciously deducting its assets and so on; orwBgre the debtor's behavior makes the
administrator unable to perform its functidis.

Second, where the court fails to approve a draftganization plan that has not been adopted
at the creditors’ meeting in accordance with tharit-down” rule as provided in Article 87 of
the EBL, or fails to approve a draft plan that baen adopted at the creditors’ meeting, it
shall terminate the proceeding of reorganizaticsh @judge the debtor to be bankrEfpt.

Third, where the debtor fails or refuses to implatrte reorganization plan, the court may,
upon request of the relevant administrator or edtad party, terminate the implementation of
the reorganization plan and adjudge the debtoe toamkrup®

From composition to liquidation

There are two channels from composition to bankgufiuidation, the one happens during
the proceeding and the other happens after theedotg.

8 Art. 70(2) of EBL.
8 Art. 95 of EBL.
87 Art. 78 of EBL.
8 Art. 88 of EBL.
8 Art. 93 of EBL.

30



First, during the proceeding of composition, whitrke draft composition agreement fails to be
adopted at the creditors’ meeting or fails to befcmed by the court after adopted at the
creditors’ meeting, the court shall terminate thecpeding of composition and adjudge the
debtor to be bankrupt.

Second, after the proceeding of composition, wkisgecomposition agreement is found to be
established by fraud or based on any illegal athefdebtor, or where the debtor is unable or
fails to implement the composition agreement, tberic shall rule it as ineffective and
adjudge the debtor to be bankrupt.

6.3 Dissolution of the debtor

A corporate debtor is subjected to dissolution ugba conclusion of the insolvency
proceedings.

To dissolve the bankrupt debtor, the administrat@il go to the registration office where the

debtor was originally registered, with the rulinfigconcluding the proceeding of bankruptcy
liquidation and handle the formalities for writef-of the debtor”

6.4 Conclusion of the insolvency proceedings
6.4.1 Circumstances of conclusion

After the opening of the proceeding, upon the oenae of the following circumstances the
insolvency proceedings are terminated by rulinthefcourt™:

(1) Where a reorganization plan is confirmed by thertcanm the basis of approval of
creditors’ meeting or the “cram-down” provisioh.

(2) Wherge3 a composition agreement is adopted at tltitare’ meeting and confirmed by the
court:

(3) Where the debtor's assets are not enough to cl#athe bankrupt expenses, the
administrator applies with the court for concludthg proceeding’

(4) Where the debtor and all the creditors concludewrof-court agreement on settlement
of claims and debts by themselves and they redbestourt to confirm it>

(5) Where a third party provides any full-amount guégario, or pays off, all the debts as due
for the debtor®

% Art. 121 of EBL.

1 The term “conclusion” discussed here does notifelthe circumstances of termination of proceedihg
reorganization or composition with conversion tolkvaptcy liquidation as described in 6.2 of thipae.

2 Art. 86, 87 of EBL.

% Art. 98 of EBL.

% Art. 43(4) of EBL.

% Art. 105 of EBL.

% Art. 108(1) of EBL.
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(6) Where the debtor has paid off all the due debédfits

(7) Where all the assets have been distributed or tiser® assets for distribution in the
proceeding of bankruptcy liquidatidh.

Since the EBL is only applicable to enterprise lg@arsons, the termination of insolvency
proceedings does not lead to discharge of the debto

4.6.2 Additional distribution

According to Article 123 of the EBL, within two yeaas of the day when the insolvency
proceeding is concluded in the above circumstaii@8esand (7), while under any of the
following circumstances, a creditor may requestdbert to make an additional distribution
according to the plan of distribution of bankrupsets:

(1) Where the assets that shall be recovered aocgptal the provisions of Article 31, 32, 33
or 36 of the EBL are discoveréd;

(2) Where the bankrupt has any other asset thiitrehae been distributed.

Under any of the above circumstances, where theiahad assets are not enough to meet the
expenses for distribution, no additional distribatmay be held and the relevant assets shall
be turned over by the court into the state treasury

7. Bibliography
Literature in Chinese

An Jian & Wu Gaosheng, “Practical Tutorial of Eiptése Bankruptcy Law{giye pochan fa
shiyong jiaochenyg China Legal Publishing House, 2006.

Cheng Chunhua, “Researches on Bankruptcy Rem@aghén jiuji yanjiy, Law Press,
2006.

Fan Jian & Wang Jianwen, “Bankruptcy Lawgogthan f3, Law Press, 2009.

Hu Liling, “Researches on Legal Mechanism for Regubistressed Enterprises -- Focus on
Institutional Improvement”unjing giye zhengjiu jizhi yanjiu — zhidu gaijie dhijiad,

CUPL Press, 2009.

Huo Min & Xi Xiaoming, “Essentials in Hearing Banlptcy Cases”gochan anjian shenli
jingyao), the Law Press, 2010.

9 Art. 108(2) of EBL.
% Art. 120(1) of EBL.
% See, 4.6.1 and 5.4.2 of this Report.

32



Li Guoguang (chief ed.), “Understanding and Apgima of Judicial Interpretations of the
Supreme People’s Court in Bankruptcy Lawtiigao renmin fayuan guanyu pochan fa sifa
jieshi de lijie yu shiyong the Court Press, 2002.

Li Yongjun, Wang Xinxin & Zou Hailin, “Bankruptcy aw” (pochan f3, CUPL Press, 2009.

Tang Weijian, “Understanding and Application of NEwnwterprise Bankruptcy Lawk(n giye
pochan fa jiedu yu shiyohgChina Legal Publishing House, 2006.

Wang Dongmin, “Understanding of Puzzles and Prac@peration in New Bankruptcy
Law” (xin pochan fa yinan jiedu yu shiwu caoxuRevised version, the Law Press, 2007.

Wang Xinxin, “Bankruptcy Law” gochan f3, China Legal Publishing House, 2007.

Wang Xinxin & Yin Zhengyou, “Forum of Bankruptcy W& (pochan fa luntajy Vol. 1-5,
the Law Press, 2008-2010

Wang Xinxin, Zeng Xianyi &Wang Liming, “Tutorial dPrinciples and Cases of Bankruptcy
Law” (pochan fa yuanli yu anli jiaochehg China Renmin University Press, 2010.

Wang Weiguo, “The Sum and Substance of Bankrups&sy”l(pochan fa jingy), the Law
Press, 2007.

Wang Weiguo, “Bankruptcy Lawpchan 3, the Court Press, 1999.

Wang Weiguo & Zhu Xiaojuan, “Bankruptcy Law: Thezsj Rules, Casesp@chan fa:
yuanli, guize, an)i, Tsinghua University Press, 2006.

Yang Zhongxiao, “Researches on Balance of Interedsinkruptcy Law” pochan fa shang
de liyi pingheng yanijiy Peking University Press, 2008.

Yin Zhengyou, “Enterprise Bankruptcy and Governnigesponsibility” ¢jiye pochan yu
zhengfu zhi2ethe Law Press, 2010.

Zhu Shaoping, Immanuel Gebhardt & Ge Yi, “PRC Bapkcy Law: Compiled Materials in
Legislative Process’zhonghua renmin gongheguo pochan fa: lifa jinchatgo huibiar),
CITIC Press, 2004.

Literature in English

Asian Development BanKhe Asia-Pacific Restructuring and Insolvency Guae6
Aspatore Books Staff, Xiaojun Hua, Gide Loyretteudb& Dr Bernd-Uwe StuckerBest
Practices for Bankruptcy Law in China: Leading Lang/on Interpreting New Legislation,
Representing Distressed Companies, and Commurgcaith Debtors and Creditoys
Aspatore Books, 2008.

Multiple Authors,Recent Developments in Bankruptcy Law in ChinadirepLawyers on

Navigating Current Trends, Advising Clients on Camrhegal Issues, and Understanding
the Political and Economic Environment in Chinasftie the Minds)West Group, 2010.

33



Jianfu ChenChinese Law: Towards an Understanding of Chinese, s Nature and
DevelopmentKluwer Law International, 1999.

Terence Charles Halliday & Bruce G. Carruth&asnkrupt: Global Lawmaking and Systemic
Financial Crisis,Stanford University Press, 2009.

Ludwig Hetzel, The Role of the Administrator in Chinese Bankrupiaw, GRIN Berlag,
2008.

Yuwen Li, Maurice V. Polakinsolvency Law in China: a Gordian Knot of EconomReality
and Political AnxietyVan Vollenhoven Instituut voor Recht en BestuuNiet-Westerse
Landen, Leiden-Beijing Legal Transformation Projé&&in Vollenhoven Institute for Law
and Administration in Non-Western Countries.

Deryck A. Palmer & John J. Rapisar@ihe PRC Enterprise Bankruptcy Law - The People's
Work in ProgressBeardbooks, 2009.

Rebecca Parry,Yonggian Xu & Haizheng Zha@dgina's New Enterprise Bankruptcy Law:
Context, Interpretation and ApplicatioAshgate Publishing Limited, 2010.

Alan C. W. Tangl|nsolvency in China and Hong Kong: A Practitiond?ParspectiveSweet
& Maxwell Asia, 2005.

Roman Tomasidnsolvency Law in East AsiAshgate Publishing Limited, 2006
Jinquan XiaoPrinciples of Bankruptcy Law in Chin&reateSpace, 2010.

Yueting Yu,Realization of Mortgage Rights Amid PRC BankruptoyceedingsUniversity
of Hong Kong, 2007.

Shi Kang,Bankruptcy law in China: Several Suggestions Tovied/ Bankruptcy Law
Harvard Law School, 2004

John J. Rapisadi and Binghao Zhao, “A Legal Analgsid Practical Application of the PRC
Enterprise Bankruptcy LawBusiness Law InternationaV/ol. 11, No. 1, Jan. 2010.

Websites

China INSOL:http://www.chinainsol.org/

Findlaw (bankruptcy specialttp://china.findlaw.cn/gongsifalv/pochanfa/

11464 Legal Consulting (bankruptcy cases):
http://www.11464.com/zt 2010/pcjs_10207/case 1/

34



