
	

	

	 Attachment:

The Sino-foreign Cooperative Accounting Firms Localization Conversin Program

Chapter one. General Principles　　
Article 1. In order to standardize the present Sino-foreign cooperative accounting firms localization conversion and promote fair competition under the legal framework of our country and uniform market, this Program is enacted in accordance with the Certified Public Accountant Law of the People’s Republic of China, the Partnership Enterprise Law of the People’s Republic of China, the Administrative Measures for the Establishment of Partnership Enterprises within China by Foreign Enterprises or Individuals (Order of the State Council No. 567) and the Interim Measures for the Examination, Notice of General Office of the State Council on Forwarding the Several Opinions of Ministry of Finance on Accelerating Development of Certified Public Accountant Industry of China (GuoBanFa (2009) No.56) and Approval and Supervision of Accounting Firms (Order of the Ministry of Finance No. 24) and other relevant regulations and rules.　
Article 2. For the purpose of this Program, the Sino-foreign cooperative accounting firm means an accounting firm established within territory of China by foreign and domestic accounting firms under approval of the Ministry of Finance, including Ernst & Young Hua Ming Accounting Firm, KPMG Accounting Firm, Deloitte Touche Tohmatsu Accounting Firm and Price Waterhouse Coopers Accounting Firm.
For the purpose of this Program, “localization conversion” means the Sino-foreign accounting firms localize themselves as the commitment they made upon establishment cooperatively, and take use of organizational form under Chinese laws and regulations after expiration of cooperation or voluntarily before expiration of cooperation.　
Article 3. It is the Ministry of Finance that shall be responsible for organize, coordinate, review and approve, and assess the localization conversion work of Sino-foreign cooperative accounting firms. Relevant departments and commissions subordinate to the State Council shall, within their respective duties, direct and support the localization conversion work of Sino-foreign cooperative accounting firms. 
Chapter two. Qualification of Partner　
Article 4. For those accounting firms which take use of organizational form of special general partnership, there shall be 25 or more partners who comply with the following articles herein, more than 100 Chinese certified public accountants and the capital shall be more than 10 million RMB or equal amount in foreign currency.　
The age of partner referred to in the above paragraph shall not exceed 65. The accounting firm may conclude the age of quit from the partnership in the partnership agreement, which may be 60 or other appropriate age, but not older than 65. 
Article 5. For those accounting firms which take use of organizational form of special general partnership, their partners who have the qualification of Chinese certified public accountant shall:
（1） Practice full-time in the accounting firm 
（2） Not have sufferred any administrative penalty due to practicing conduct during three years before becoming a partner of the accounting firm.　　
（3） Have practicing experience in the following categories of businesses consecutively in the accounting firm during recent five years after obtaining certified public accountant certification:　　
1. Legal audit business;
2. Accounting consultation, and accounting service; 
3. Other business provided by laws and regulations. 
（4）  Have suffered no rejection or cancelation of registration due to applying for establishment of accounting firm by concealing or providing false materials, fraud or bribery, within one year before becoming a partner of the accounting firm
Article 6. Chinese certified public valuer, certified tax agent and certified cost engineer may act as the partner of a special general partnership accounting firm, on condition that: 
（1） They practice full-time in the accounting firm;　
（2） They have not suffered any administrative penalty due to practicing conduct during three years before becoming the partner;　　
（3） They consecutively deal with business in the accounting firm during recent five years after obtaining according professional qualification certificate;
（4） Such kind of partners in the accounting firm shall not exceed 20% of the headcount;　　
（5） Asset share held by such kind of partners shall not exceed 20% of the total asset of the accounting firm.　
Article 7. Those who are resident of Hong Kong Special Administrative Region, Macau Special Administrative Region, Taiwan and foreigners with certified public accountant qualification of nations or regions recognized by the Ministry of Finance, other than qualifications of Chinese certified public valuer, certified tax agent or certified cost engineer may act as the partner of a special general partnership accounting firm, on condition that:  
（1） They practice full-time in the accounting firm;　
（2） They have not suffered any administrative penalty or punishment of professional society (such as Hong Kong Institute of Certified Public Account) they belong to, due to practicing conduct during three years before becoming the partner;　　
（3） They have working experience in businesses listed in Item 3 of Article 5 of this Program consecutively during recent ten years after obtaining certified public accountant qualification of relevant nations or regions recognized by the Ministry of finance, and the working experience in domestic accounting firm is no less than five year;　　
（4） As of approval date for establishment of the special general accounting firm (that is the date on which the Ministry of Finance issues practicing certificate for the special general accounting firm; this is also applied to the articles below), percentage of such kind of partners to headcount of the accounting firm and to the partner management committee (or similar organs which exercise supreme decision and management power of the accounting firm; this is also applied to the articles below) shall not exceed 40%; the percentage shall not exceed 35% by December 31, 2014, 25% by December 31, 2016, and 20% by December 31, 2017.　
（5） Their ages are between 40 and 65.　
This Article applies to the transient period of localization, and upon expiration of the transient period, the specific condition for those who are resident of Hong Kong Special Administrative Region, Macau Special Administrative Region, Taiwan and foreigners with certified public accountant qualification of nations or regions recognized by the Ministry of Finance, other than qualifications of Chinese certified public valuator, certified tax agent or certified cost engineer, shall be governed by laws and regulations for the certified public accountant industry and governmental reciprocal agreement inter accounting service markets.　　
Article 8. Those person who neither have qualifications of Chinese certified public valuer, certified tax agent or certified cost engineer, nor qualifications of certified public accountant of other nations or regions as provided in Article 7 may, upon resolution of the partners meeting, act as the partner who is in charge of internal management, on condition that:　　
（1） Such kind of partners have other professional qualifications recognized by the Ministry of Finance and related to their management duties, and they practice full-time in the accounting firm; 
（2） Such kind of partners are only responsible for internal management of the accounting firm, such as human resource, finance and information system; 
（3） Percentage of such kind of partners to headcount of the accounting firm and to the partner management committee shall not exceed 3%.  　
This Article applies to the transient period of localization, and upon expiration of the transient period, the specific condition of such kind of partners to act as the partner of a special general partnership accounting firm shall be governed by laws and regulations for the certified public accountant industry. 　
Article 9. For those accounting firms which take use of special general partnership form, top five partners who hold asset of the partnership shall comply with the Article 5 or Article 7 of this Program, and the number of partners who have Chinese certified public accountant qualification shall not less than three.  
Article 10. No matter what kind of method the accounting firm use to make significant business management decision, the aggregate votes held by all the partners who are not Chinese certified public accountant, shall not exceed 40% from the approved establishment date, and not exceed 20% by December 31, 2017. 
Article 11 Chief partner of a special general partnership accounting firm (or a partner who performs other post of the highest management duties, the same below), shall satisfy the qualifications listed below besides the qualifications stipulated in the above-mentioned provisions for partners:
（1） has Chinese nationality.
（2） has practice qualification of Chinese certified public accountant.
（3） has consecutive experience engaging business listed in Item 3 of Article5of the Program in a accounting firm for the last 10 years, in which the experience in domestic accounting firm(s) shall no less than 8 years.

Chief partner of a accounting firm shall be the partner carries out affairs of the partnership.　　
Article 12 Shall it is hard for the chief partner of a accounting firm to meet the qualifications listed in Article 11, the following principles are applied:
（1） If the remaining term of office of the chief partner is less than 3 years since the establishment of the special general partnership accounting firm is approved, the chief partner may continue to play its role; and its successor shall meet the qualifications listed in Article 11 after the expiration of such term of office. Decisions made after October 2011 by a accounting firm to prolong the term of office of the chief partner shall be deemed as invalid when the Ministry of Finance conducts examination and approval.
（2） If the remaining term of office of the chief partner is more than 3 years since the establishment of the special general partnership accounting firm is approved, the chief partner shall meet the qualifications within 3 years; if the chief partner fails to do so, a qualified person shall be its successor.
（3） If the chief partner terminate its term of office before expiration since the establishment of the special general partnership accounting firm is approved, its successor shall meet the qualifications listed in Article 11.

Chapter 3 General Procedure of Conversion
Article 13 A accounting firm shall take the organizational form of special general partnership, the headquarter may continue to use the name of former Sino-foreign cooperative accounting firm, the unified form of which is “XX Accounting firm(special general partnership)”.
Article 14 After having gone through pre-approval of name in the State Administration for Industry and Commerce (hereafter referred to as SAIC), a accounting firm shall take notice for the pre-approval of name to go through the examination and approval procedures for the establishment of the special general partnership accounting firm in the Ministry of Finance.
Article 15 In taking the organizational form of special general partnership, a accounting firm shall submit the following materials to the Ministry of Finance: 
（1） Application for conversion (see Attachment 1).
（2） Resolution on the implementation of localization and taking the organizational form of special general partnership by the board of directors and the meeting of partners.
（3） Copies of Identity Card of the partners and summary of the partners (see Attachment 2).
（4） Copies of Certificate of Certified Public Accountant of partners and other professional certificates ( holder of relevant professional certificates of other countries or regions shall provide acknowledgement of relevant supervision and administration agencies or industry associations of such countries or regions, for instance the Hong Kong Institute of Certified Public Accountants).
（5） Verification of practice situation of partners and verification of situation of administrative penalty ( for ways of issuance, refer to Detailed Rules for Implementation of the Conversion of Large-medium Sized Accounting Firms to Special General Partnership ( the Ministry of Finance, Caikuai [2011], No.7))
（6） Partnership Agreement
（7） Financial report of the previous year audited by another accounting firm with stock practice qualification.
（8） Capital verification report of the contribution amount of partners.
（9） Copies of valid verification of the ownership or right to use to major business place.
（10） For a partner without practice qualification of Chinese certified public accountant, a commitment letter issued by itself agreeing to accept the supervision and administration of finance and relevant departments of the government and the guarantee of the accounting firm to investigate and impose or undertake liability of its practice (see Attachment 3)
（11） Other verifications and materials that proving a partner is of the qualifications listed in the Program.
Article 16 A accounting firm taking the organizational form of special general partnership may draw up its agreement on partnership according to Model Agreement of Accounting Firm on Special General Partnership by the Chinese Institute for Certified Public Accountants (Huixie [2011] No.104).
The investigation and imposing system of liability of partners without practice qualification of Chinese certified public accountant shall be explicated in the partnership agreement
Article 17 THE Ministry of Finance sets items of examination and approval of the establishment of special general partnership accounting firm according to the following procedures:
（1） Review the application materials submitted by the applicants and check conformity between the originals and the copies. In case that the materials are either insufficient or not comply with the statuary form, a full notice covering all the contents to be made up shall be made on the spot or within 5 days to the applicants.
（2） Review the content of the application materials and notify in public such information as the name of the accounting firm and the practice qualification and practice period, etc. of the application materials.
（3） Decide to grant or not to grant an approval within 30 days from the date it receives an application.
（4） In case that an approval is granted, the Ministry of Finance shall issue the approving document and change the practice qualification for the accounting firm within 10 working days from the date it grants such an approval and notify in public. The approving document shall include the following items:

A Name and organizational form of the accounting firm.
B Names of the partners of the accounting firm.

C Name of the chief partner of the accounting firm.

D Major business place of the accounting firm.

E Scope of business of the accounting firm.

In case that an approval is not granted, the Ministry of Finance shall notify the applicant in written form within 10 working days after such decision is made. The notification in written form shall state the reason why an approval is not granted and notify the applicant of its right to apply for administrative review or to file an administrative lawsuit according to law.　　
Article 18 The accounting firm shall take the approval document of the Ministry of Finance to go through registration procedures for partnership establishment in administration for industry and commerce. 

Except for the registration authority of KPMG Accounting Firm after its conversion is adjusted from the SAIC to Beijing Administration for Industry and Commerce, the registration authorities for all other accounting firms and their branches shall maintain the status quo and their de-registration and establishment registration shall be conducted in the registration authorities before the conversion.　
Article 19 Branches of accounting firms shall take the approval documents of the Ministry of Finance for their headquarters to go through alteration procedures in the Ministry of Finance and take the operation licenses of their headquarters granted by the administration for industry and commerce to go through establishment procedures in the former administrations for industry and commerce.
The accounting firm shall take the organizational form of special general partnership, the names of its branches adopt the unified form of “XX Accounting firm (special general partnership) + Administrative Division (or Central City) + Branch,)”.

After the transitional period of the conversion closes, the management rule for application for branch establishment of accounting firm shall be separately prescribed by the Ministry of Finance according to laws and regulations of the certified public accountants industry and assessment of the localized conversion result.
Article 20 The accounting firm shall submit to the Ministry of Finance basic information of chief partner of accounting firm filed for record (see Attachment 4) and information of partner of accounting firm filed for record (see Attachment 5) of the previous year (as of December 31).
In case qualifications for partners of a accounting firm are not in accordance with the standards of the Program, the Ministry of Finance shall issue warning letter and order a limit for adjustment. Should the standards are still yet complied with, notification in public or other administrative measures shall be adopted.

Chapter 4 Miscellaneous
Article 21 After taking the organizational form of special general partnership, operation periods and performances of the former Sino-foreign cooperative accounting firm may be counted continuously, the practice qualification (including stock and future practice qualification, etc.) may continue and the possible administrative liability caused by practice quality of the former accounting firm shall be undertaken by the special general partnership accounting firm.
Article 22 After taking the organizational form of special general partnership, various documentations of the former Sino-foreign cooperative accounting firm shall be maintained properly and shall not be disposed of or brought exit in any form without approval of the Ministry of Finance. All staffs of the accounting firm shall strictly abide by the confidentiality regulations of the State.

Article 23 Since the cooperation period of Sino-foreign cooperative accounting firm expiates or other causes for dissolution occurs, liquidation and de-registration of the former accounting firm shall be conducted according to the Company Law of the People’s Republic of China, the Sino-foreign Contractual joint Venture Law of the People’s Republic of China and its detailed rules for implementation, Regulations on Administration of Registration of Companies, Guiding Opinion on Properly handling the Dissolution and Liquidation of Foreign-invested Companies According to Laws (ShangFaZi  [2008], No.31), Circular on Relevant Issues of De-registration Administration of Dissolved Foreign-invested Companies (GongShangWaiQiZi[2008], No.226) and other relevant regulations.
In case that cooperation period of Sino-foreign cooperative accounting firm is terminated in advance,  the application for pre-termination, resolution of the board of directors to dissolve the firm in advance and approval certificate and operation license of the firm shall be submitted to the Ministry of Finance and the Ministry of Commerce. Upon receiving such applications and relevant materials, the Ministry of Finance and the Ministry of Commerce shall issue approval of the dissolution of the firm within 10 working days.　　
The Sino-foreign cooperative accounting firm shall set up a liquidation committee according to relevant regulations. Upon completion of a company's liquidation, the liquidation committee shall prepare a liquidating report，which shall be submitted to the the Ministry of Commerce after ratification of the board of directors, and upon submitting, the approval certificate shall be revoked.
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Article 24 Capitals after the liquidation of Sino-foreign cooperative accounting firm may be remitted abroad or re-invested in China upon approval of the local branch of the State Administration of Foreign Exchange (hereafter referred to as local foreign exchange administration) according to the applicable foreign exchange administration rules.
The Sino-foreign cooperative accounting firm shall take the approval of conversion granted by the Ministry of Finance and other relevant materials to go through cancellation procedures in the local foreign exchange administration within 30 working days after the liquidation finishes.
After the establishment registration, the special general partnership accounting firm shall conduct foreign exchange registration in the local foreign exchange administration for the newly established foreign-invested partnership.
Article 25 Before conducting de-registration in administration for industry and commerce, the accounting firm shall conduct tax liquidation according to relevant regulations of the State tax laws and regulations.

Article 26 After taking the organizational form of special general partnership, the accounting firm shall pay all kinds of taxes according to relevant regulations of the State tax laws and regulations.
Chapter 5 Supplementary Provisions

Article 27 The Partner in the Program refers to a partner ratified by the Ministry of Finance and registered in administration for industry and commerce in conformity with the Certified Public Accountant Law of the People’s Republic of China and the Partnership Enterprise Law of the People’s Republic of China.

The transitional period of localization conversion in the Program refers to the period from the approval of establishment of special general partnership accounting firm to December 31, 2017.
Article 28 Sino-foreign cooperative accounting firm of a cooperative period terminate after December 31, 2012 shall conduct localized conversion according to the principles, conditions, procedures and requirements of the Program since the application is submitted to the Ministry of Finance.
Article 29 The Program shall be construed by the Ministry of Finance together with relevantministries of the State Council.
Article 30 Before taking the organizational form of special general partnership by the accounting firm, the existing Sino-foreign cooperative accounting firm may continue to operate according to law and its business operation and other lawful interests and rights shall be protected.

Attachment ：

1. Application for setting up an accounting firm (special general partnership) for the Sino-foreign cooperative accounting firms localization conversion program 
2. Summary of the accounting firm partners 
3. Letter of commitment of partners.
4. Basic information of chief partner of the accounting firm filed for record.


5. Information on accounting firm partners filed for record 
