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Summary of the Supplemental Rules Il to Measures on the Administration of Foreign
Invested Books, Newspapers and Journals Distribution Enterprises and Supplemental
Rules to Measures on the Administration of Sino-foreign Cooperative Videos and Sound
Recording Products Distribution Enterprises (effective on October 1, 2009)

To promote a closer economic and trade relationship between the mainland and Hong
Kong/Macau, and to encourage service suppliers from Hong Kong and Macau to establish
commercial enterprises in the mainland, pursuant to the Supplement VI to the Mainland and Hong
Kong Closer Economic Partnership Arrangement and Supplement VI to Mainland and Macau
Closer Economic Partnership Arrangement (collectively, the “CEPA Supplement VI”) as approved
by the State Council, on August 20, 2009, the General Administration of Press and Publication
(“GAPP") and the Ministry of Commerce (“MOFCOM?") jointly issued the Supplemental Rules Il to
Measures on the Administration of Foreign Invested Books, Newspapers and Journals Distribution
Enterprises (GAPP and MOFCOM Order [2009] No.45, “Circular 45") and the Supplemental
Rules to Measures on the Administration of Cooperative Videos and Sound Recording Products
Distribution Enterprises (GAPP and MOFCOM Order [2009] No.46, “Circular 46”). These two
circulars became effective on October 1, 2009.

According to Circular 45, the minimum registered capital requirements for publication distribution
enterprises set up in the mainland by Hong Kong and Macao service suppliers shall be determined
by reference to those for mainland enterprises. Compared to the minimum registered capital
requirements as set forth in the Measures on the Administration of Foreign Invested Enterprises
Engaged in Distribution of Books, Newspapers and Journals, which is RMB 30,000,000 for
wholesale enterprises and RMB 5,000,000 for retail enterprises, the Regulations on the
Administration of Publication Market, which regulates the operation of mainland publication
distribution enterprises, requires a minimum registered capital of RMB 2,000,000 for wholesale
enterprises but imposes no requirements on the registered capital of retail enterprises. Hence,
following the implementation of Circular 45, the registered capital of wholesale publication
distribution enterprises established by Hong Kong and Macao service suppliers shall not be less
than RMB 2,000,000, and the registered capital of retail publication distribution enterprises
established by Hong Kong and Macao service suppliers shall be in compliance with the relevant
provisions of the PRC Company Law, unless local regulations provide otherwise.

Circular 46 allows Hong Kong and Macao service suppliers to provide, in the form of wholly-owned
operations, videos and sound recording products (including motion picture products) distribution
services in the mainland.  Before the implementation of Circular 46, pursuant to the Measures
on the Administration of Cooperative Videos and Sound Recording Products Distribution
Enterprises which became effective on January 1, 2004, Hong Kong and Macau service suppliers
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may only set up videos and sound recording products distribution enterprises in the mainland in
the form of joint ventures, and may only own no more than 70% of the interest or shareholding of
the joint ventures. Circular 46 further states that in undertaking distribution services in the
mainland in respect of videos and sound recording products, Hong Kong and Macao service
suppliers should comply with the relevant laws, regulations and requirements of the review system
in the mainland.

If you have any question to the above, please feel free to contact us. Thank you!
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This Legal Update has been prepared for clients and professional associates of Han Kun Law Offices. Whilst
every effort has been made to ensure accuracy, no responsibility can be accepted for errors and omissions,
however caused. The information contained in this publication should not be relied on as legal advice and
should not be regarded as a substitute for detailed advice in individual cases.
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