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[V Acknowledgment
# | Chaptar 1 CHINA TAX IN BRIEF
W (3 Chapter 1A LEGISLATION AND pouicy TR | [121-010] Straight-line method
[# 7} Chapter 2 INDIVIDUAL INCOME TAX Depreciation is computed using the straight-line method based on the tax basis of a fixed asset or
= Chapter 3 ENTERPRISE INCOME TAX
& [y LAWS, RULES AND CIRCULARS

i

production-nature biological assets less its estimated residual value over the period of its useful life, Once

- ENTERPRISE INCOME TAX the estimated residual value is determined, it shall not be changed,
L LABILITY TO TAX Exampls
3 TAX YEAR
(o TAX RATES The manthly depreciation for a fived asset with an ariginal value of RMB1,000,000 and a useful life of

20 years is caleulated as follows:
2 DEDUCTIONS

&
#
3
& [ TAXABLE INCOME
¥
£
=

Annual [= |1 = estimated residual value rate 1= 100
@Tax Offsets depreciation rate lestimated useful life |
(=DEPRECIATION OF FIXED ASSETS = 0% 0%
(31121000} Depreciation of major asse & 20
I 5%
1-020) Accelarated depreciation | | |
121-030) Amortisation of intangible Monthly = lannual depreciation rate |
1j[921-040] Disposal of asset depreciation rate 12
[Fi[121-050] Internal disposal of asset | i.:% i i
CWITHHOLDING TAX 0.375% | |

# [ TRANSFER PRICING

-

': S Io:iginol value » monthly depreciation rate |
® o]

2

&

[RMB1,000.000 = 0.375%
!RMI! 1,750

Manthly depreciation

® [ CORPORATE REORGANISATIONS
(0 TAX REGISTRATION AND ACCOUNTING
@ (0 TAX RETURMS AND PAYMENT OF TAX ¥
i | »

Tox basis of fixed nzsats

The tax basis of a fixed asset Is determined based on historical (ost\wannlving one of the following ™|

FRICPIET10182% | mICPE11000203%-1 | RRBU=Eg | Gismed | BSSS0LIanmen | TR0 | WERmn
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[Hebuei Provincial Tax Service State Administration ol Taxation] [1 Cai Shui [2020) Mo. 39]  [Chinese-English] [Chinese]
[Promulgated On 2030.08.31] [Fifective On 20200031

Context: Notice of Hebei Provincial Department of Finance and Hebel Provineial Office of State Tasation Admin.,

[Ministry i Commerez, The Ministry af Science and Tezhnology] [Promulgated On [Chinese-English] [Chinese]
2020.08 28] [Effectiye On 2020.08 28]
Context: Announcement of the Ministry of Commeree and the Ministry of Science and Technolagy [2020] No.38 on .
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Interpretation of Supreme People's Court and Supreme People's Procuratorate on Several Issues Concerning the
Specific Application of Law in Handling of Criminal Cases of Intellectual Property Infringement (Ill)

Fa Shi [2020] No.10
The Interpretation of Supremes People's Court and Supreme People’s Procuratorate on Several lssues Concerning the Spacific Application
of Law in Handling of Criminal Cases of Intellectual Property Infringement (lIl), adopted at the 1811th Session of the Judicial Committee of
the Supreme People’s Court on August 31, 2020 and al the 48th Session of the 13th Procuratorial Committes of the Supreme People’s
Procuratorate on August 21, 2020, is hereby promulgaled, effective September 14, 2020.
Supreme Peopla's Court
Supremea People's Procuratorate
September 12, 2020

Interpretation of Supreme People’'s Court and Supreme People's Procuratorate.on Several Issues Concerning the
Specific Application of Law in Handling of Criminal Cases of Int#lic < dal Property Infringement (1)

(Adopted at the 1811th Session of the Judicial Committee of the Supreme People's Tour un August 31, 2020 and at the 48th Session of the
13th Procuratorial Commiltee of the Supreme People's Procuralorate on August 242020, and effective September 14, 2020)
For the purposes of punishing intellectual property crimes pursuant to the law s deafeguarding the order of socialist market aconomy,
pursuant to the relevant provisions of the Criminal Law of the People’s Republic of China and the Criminal Procedure Law of the People's
Republic of China, ete, the interpretation on several issues ralating,to.snacitic laws applicable to handling of eriminal cases of intellectual
praperty infringement is hareby made as follows:
Article 1 A trademark that falls under any of the following circumswences may be delermined as “rademark identical to a registered
trademark " as specified in Article 213 of the Criminal Law:
(1) where the trademark changes in the fanl, letter size or \he characters' horizantal and vertical text arrangements, basically without any
difference with a registered trademark;
{Il}) where the trademark changes in the space\batween words, letters and numbers of the registered trademark, basically without any
differance with a registered trademark:
(1) where the trademark changes in thecelor of the registered trademark, which does nol affect the expression of the distinctive fealures of
a registered trademark;
(IV) where the trademark adds do@avepisterad trademark the common name, model, or olhers element lacking any distinclive feature of a
product, which does not affect the wxpression of the distinctive features of a registered trademark;
(V) where the trademark is basically not different from the three-dimensional symbols and plane elements of a three-dimensional registered
trademark; and
(V1) where the trademark s basically not different from a registered trademark and sufficient to mislead the public.

Article 2 The natural person, legal person or unincorporated association that affixes his/its signature to a work or audio recording in the
ordinary manner as preseribad In Articla 217 of the Criminal Law shall ba prasumad to be the copyright awner or audio recording producar,
and there exist corresponding rights in the work or audio recording, unless there is any evidence to the conlrary.

With regard lo cases where there are many types of works and audio recordings involved and the obligees are scallered, if there is
evidence proving the duplicates involved are illegally published, reproduced or distributed and the publisher, the repraducer or the distributor
is unable to provide evidence proving that it has obtained permission from the copyright owner or the producer of audio recordings, such
duplicates may be determined as "without permission of the copyright owner” or "without permission of the producer of audio recordings” as
prascribed in Articta 217 of the Criminal Law. Exception applies where thera is evidance proving that the obligee has walved his/its rights, or
the copyright of the work involved in the case or the relevant rights in the audio recordings are not protected by the Copyright Law of the
People's Republic of China or the term of protection of the rights has expired.

Article 3 Whoever sleals trade secrels by means of illegal eopying, unauthorized use or use beyond autharization of a computer information
system shall be determined as "stealing” as specified in Item 1, Paragraph 1 of Arlicle 219 of the Criminal Law.

Any person who obtains an obligee's trade secrets by way of bribery, fraud, electronic intrusion or otherwise shall be deemed to have
engaged in "other improper means” as stipulated in ltem 1, Paragraph 1 of Article 219 of the Criminal Law.

Article 4 Committing the acts prescribed in Article 219 of the Criminal Law with any of the following circeumstances shall be deemed as
“causing heavy losses to the obligee of a trade secret":

(1) the amount of losses caused to the obligee of a trade secret or the amount of (llegal proceeds obtained from infringement upon a trade
sacret is no less than 300,000 yuan;

(I} directly leading to the bankrupley or closedown of the obligee of a trade secret due to major operaling difficulties; or

(1) eausing othar sarious losses to the obligee of a trade secret

Where an act causes the obligee of a trade secrel to suffer losses or where the amount of illegal proceeds derived from infringement on a
trade secret is 2.5 million yuan or more, the act shall be deemed as "causing particularly serious consequences” stipulated In Article 219 of

the Criminal Law,

Article & Tha amount of Inssas or illanal nrocsads causad by anv of tha ants as nrescribad in Articla 219 of the Criminal | aw mav ba



determined under the following methods:
{1} if the trade secret of an obligee obtained by unjustifiable means is not disclosed or used, or others are not allowed lo use the rade
secrel, the amount of losses may be determined on the basis of a reasonable royalty for this trade secret;
(I} if the trade secret of an obligee obtained by unjustifiable means is disclosed or used, or others are not allowed to use the trade secret,
the amount of losses may be determined according to the losses of sales profits caused to the obligee due to infringement, Howaver, if the
amount of losses is lower than the reasonable royalty for the trade secret, the amount of lossas shall be determined according to the
reasonable royalty;
(I} if the trade secret of an cbligee is disclosed or used, or others are allowed to use the trade secret, by viclating the stipulations or the
requirements of the obligee for keeping the trade secrel, the amount of losses may be determined on the basis of the losses of sales profils
caused to the abligee due to the infringement;
(IV) where the trade secret of an obligee is obtained, used or disclosed despite knowing parfectly well that the trade secret is obtained by
impropar means or s disclosed, used or allowed to be used in violation of the agreesment or the requirements of the obligese for keaping the
trade secret, the amount of losses may be determined in light of the losses of sales profits caused to the obligee dus to the infriingament;
(V) if the trade secrel of an obligee has been known to the public or has been lost due o the infringement upon the trade secrel, the amount
of losses may be determined based on the commercial value of this trade secret. The commercial value of a trade secrel may be

ined comp: ively according to the research and development costs of this trade secret and the proceeds as generated from the
implementation of this trade secret; and
(V1) the property or other property interests obtained due to disclosure of a trade secret or allowing others to use a trade secret shall be
determined as lllegal proceeds,
The "losses of sales profit caused o an obligee due to infringement” as mentioned in ltems (I1), (111} and (IV) of the preceding paragraph can
be determined by multiplying the sales volume reduced due to infringement by the reasonable profit of each product of the obligee. Where
the reduced sales volume cannot be determined, the amount of losses may be determinad by multiplying the sales velume of the infringing
praduct by the reasonable profit of each product of the obligee. If both the total reduced sales velume of the infringing product and the
reasonable profit of each product of the obligee cannot be determined, the amount of losses may be determined by multiplying the sales
volume of the infringing product by the reasonable profit of each infringing product. In case a trade secret is used for services of other
business aclivities, lhe amount of loss may be delermined according lo the obligee’s reasonable profit reduced due to the infringement.
The costs of remedial measures paid by the obligee of a trade secret to miligate the loss from business operalions, business plans, or to
restore security of computer information systems ar other systems shall be included in the losses caused to the obligee of the trade secret.

Article 6 Where, in a criminal proceeding, any party concerned, defender, agent ad litem or any person netinvolved in the case applies in

writing for taking confidentialit for the rel trade secrels or ather business informalion requising such measures, necessary
confidentiality measures such as organizing litigation participants to sign a confidentiality commitment shall be taken as the case may be.
Whoever viclates the requ for confid Y in the preceding paragraph or ceafidentiality obligations stipulated by laws

and regulations shall bear the corresponding liability pursuant ta the law, Whare the provisians\afdrticle 219 of the Criminal Law are
complied with in unauthorizedly disclosing, using or allowing others to use trade secrets@ctaSed or obtained in the criminal proceadings,
criminal liability shall be pursued in accordance wilh the law.

Article 7 Excepl for special circumslances, commodities bearing countarfeit saqg/stered rademarks or illegally manufactured registerad
trademark logos, copyright infringement replicas, as well as materials and (G0 used mainly for manufacturing of counterfeit registered
trademarks, counterfeit registered trademark logos or infringing replicas@hz! e confiscated and destroyed pursuant to the law.
Whaere the aforesaid articles are required to be used as evidence invd civi'or administrative case, upon application by the obliges, the

articles may be destroyed upon termination of the civil or adminie(rative case or fixing of evidence by way of sampling, photography, atc.

Article 8 Under any of the fallowing circumstances, a heavigr.punishinent may be imposed at discretion, and probation shall be generally
not applicable:

(1) where the offender's main line of business is intal'e=tial property infringamant;

(Il) whera the offender commits intellectual prepenyiniringement again after being given administrative punishment due to intellectual
property infringemant, which constitules a crije

() where the offender counterfaits the registerad trademark of a commeadity such as a material for emergency rescue, disaster relief or
epidemic prevention during a major rfitusal zisaster, accidental disaster or public health incident; and

(V) whera the offender refuses, to4and dver the illegal proceeds.

Article 9 Under any of the following circumstances, a lighter punishment may be granted at discretion:

(1) where the offender pleas of guilty and accepts punishment;

() where the offender oblains lhe obligee's forgiveness;

(1) where the offender shows repentance; and

(IV) where the offender abtains an obligee's trade secrets by improper means but fails to disclose, use or allow others to use them.

Article 10 Wilh respect to the crime of intellectual property infringement, fines shall be imposed in accordance with the law after
comprehensivaly taking into account the amount of lllegal proceeds from the crime, the amount of illegal business operation, the amount of
losses caused Yo the obligee, the quantity of infringing and counterfeiting arficles, social harmfulness and other circumstances.

The amount of fine is generally determinad at one to five times the amount of the illegal proceeds, Where the amount of illegal proceeds is
unable to be ascertalned, the amount of fine shall be generally detarmined at not less than 50% but not more than one time of the amaunt of
the fllegal business operations, Where both the amount of lllegal proceeds and the amount of illegal business operations cannol be
ascertained, the amount of fine shall generally be not less than 30,000 yuan but not mare than 1 million yuan if a criminal is senlenced to
fixed-term imprisonment of not more than three years, criminal detention, public surveillance or a fine alone; in the case that a criminal is
sentenced to fixed-term imprisonment of not less than three years, the amount of fine shall generally be not less than 150,000 yuan but not
more than 5 million yuan,

Article 11 After this Interpretation Is promulgated and comes into force, in case of any discrapancy between any judicial interpretation or
regulatory document previously promulgated and this Interpretation, this Interpretation shall prevall.

Article 12 This Interpretation shall come into force as of September 14, 2020.
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LI 1 Sweden Ta Apply VAT Reverse Charge To Electronic Items
2020.10,15) [Chinese]
Context: On October 13, 2020, the Swedish Gover % ¥ draft legistation to p For the introd...
[} 2 Spanish Lawmakers Sign Off On Digital Services Tax, FIT,
[POFLAD 6] [Chinese]
Context: The Spanish Senate has adopted laws to introduce taxes on the provision of digital services and on ..
"3 Public Account Information Service Plattorm to Establish Classified Management System
[2020.10,16] [Chinesa]
Context: The Cyberspace Administration of China released on October 15, 2020 the Regulation on Internet Publk.,
[} 4 shenzhen Launches Cleanup and Standardization of the Finance Leasing Industry
(2020 10.16) [Chiness]
Contest: Shenzhen Municipal Financial Regulatony Bureau releasad on October 15, 2020 the Announcement about €.
L 5 Zhejiang Expands Pilot Use of Electronic Invoices of Value-added Tax to Entire Province
(PO IS [Chinesa|
Context: Thejiang Provincial Taxation Administration releassd on Gctober 15, 2020 the Announcement about Expa...
[ 6 OECD Indicates New Focus On Virtual Currency Tax lssues
[2D2nan |Chinese
Context: The OECD ha released & new report on countres’ tax rufls lofiftual cumencies, alongside an anno.
L1 7 OECD Indicates New Focus On Virtual Currency Jai nsues
[2020.10,15) [Chinese]
Context: The (ECD has released a new report op/fSRatnes” tax rules for virtual currencies, alongside an anno.
L1 8 State Council Agrees to Adjust FouRaministrative Rules in Zhejiang Province
FORLI015) [Chinese]
Cantext: The State Council relga@BDadctober 15, 2020 the Approval for Temporary Adjustments to Same Admini..
71 8 Ukraine To Require YAT @ Electronic Services
12020.10,14 [Chinese]
Context: A bill has\bdad submitted to Ukiaine's parliament that would requite overseas suppliers of electroni.
110 Three Alivrities Unveil Preferential Tax Policies for Imported Exhibits Sold During the China
Ifternaticnal Import Expo
L RF: [Chinese}
Qpritent: The Ministry of Finance. the General Administration of Custams and the State Taxation Administration...
91 PBOC Plans Lo Establish Protection Fund of Non-banking Payment Institutions
[2020.110,14) |Chinese]
Context: The People’s Bank of China refeased on October 13, 2020 the Administrative Measures Tor the Protecti.,
[} 12 QECD Urges Countries To ‘Green’ Their Economic Recovery Plans
[202010.13) [Chinese]
Context: The QECD has released a new policy brief that urges governments to consider implementing ambitious e..
L1 13 NMPA Releases Dratt M < for the A of Compulsary Insurance on Vaccine Liability
(20201013 [Chinese]
Context: The National Medical Products Administration released on October 12, 2020 the Meagures for the Admin,
[} 14 NAFMII Introduces Investar Protection Mechanism
(PO 13 |Chinese}
Context: The National Association of Financial Market Institutional Investors released on October 12, 2020 th.
L) 15 China Unveils Reform Plan to Improve Capital Market in Shenzhen
[2020.10.12) [Chinese]
Context: The General Offices of the Commiunist Party of China Central Committee and the State Council released...
[l 16 EU General Court Rules Against Spanish Ship Purchase Tax Breaks
[2020L10.12) [Chiness]
Context: The General Court of the European Union has issued a ruling in favor of the European Commission In a.
) 17 MOFCOM Plans to Optimize Framework on Handling Complaints from Foreign-funded Enterprises
[2020.10.12) [Chinesa]
Context: The Ministry of Commerce released on Cctober 12, 2020 the Letter about Optimizing the Framewark an H.
118 CBIRC Issues Circular to Improve Insurance Oversight on Institutions’  Investment Management

Capacity

20201002} |Chinese|

Context: China Banking and Insurance Regulatory Commission released on October 10, 2020 the Crculs sbout Op...



SASAC Releases Document to Deepen Internal Audit Oversight at Central Enterprises

[2020.10.12) |Chinese}
Context: The State-owned Assets Supervision and i [= of the State Council released on Oc._

L) 20 Morway Announces 2021 Budget
[2020.10.10) [Chinese]
Context: On Octobier 7, 2020, the Norwegian Government tabled the Budget for 2021 in parfiament. The most not..

I 21 State Council lssues Guidelines to Improve Quality of Listed Companies
[2020.10.10) [Chinese]
Context: The State Council released on October 9, 2020 the Opinions about Further Improving the Quality of Li..,

[} 22 Beijing Releases Regulation to Support Development of SMEs
[2020.10,10) [Chinese]
Context: The Standing Committee of Beijing Municipal People's Congress released on October 9, 2020 the Regula...

[0 23 state Council Adopts Two Preferential Tax Palicies for International Shipping at Greater Bay Area
[2020.10,10) [Chiness]
Context: Premier Li Keqiang chaired a State Council executive meeting on October 9, 2020. The meeting decided...

) 24 STA lssues Regulation for Tax Exemption on Duty-free Commadities Sold at Offshore Duty-free Shops
in Hainan
[2020.10010] |Chinesa|
Context: The State Taation Administration released on October 10, 2020 the Administrative Measures for Exemp..

[ 25 Australia Announces Tax Reliefs In 2020-21 Budget
|2020.10.09) [Chinese]
Context: The Australia has d that it will bring forward personal tax cuts that had been s...
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Public Account Information Service Platform to Establish Classified Management System Fundamentals -~
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Promulgation Date :  2020-10-16 s 20201016

Keyword : Classilled Manag System Public Account Information Service Platform Classified Management
System Pubilc Account
Keyword & Yy
Information Service

Pilath
The Cyberspace Admini ion of China rel d on October 15, 2020 the Regulation on Internet P tHmn
ublic Account Information Services (Exposure Draft), to gather public opinions until October 30, Related Law Express
2020. According to the exposure draft, platform of public account information services should
: . . Public Account Information Service
develop a classified management system, and public accounts in violation of relevant laws and

Platform to Establish Classified...
regulations must not be registered again.

More
Praoducers and operators of public accounts must not engage in ten unlawiul activities. Public
accounts in violation of these rules will be subject to such penalties as restricting account functions,
suspending content update, closing or canceling the accounts, and adding to the blacklist. Records
of violations will be kept and presented to Intemet regulators.

For more information please visit CAC
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How to Transfer China GAAF Report to IFRS/US GAAP
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Context: On May 21, 2020, the United States Senale passed the Holding Forewgn Companies Accountable Act (the ..

L} 15 [New infrastructure] Leading & Thriving against Headwinds

120,05.15] [Chinese]

Contest: In 2020, COVID-19 has swepl across the globe, reaching more than 170 countries so far and dealing a

116 [COVID-19 executive cyber briefing] #4 | Incident Response

05,13 [Chinese]

Context: Deloitte publishes a series of high-level briefing that focuses on some of the most curent cyber the



=y

T

21

[Repost] HK Legal Analysis: Why do | need a Will and a Trust?
[Deloitte China] [2020,05,13]
Context: Life is full of challenges and uncertainties! Do you want to protect yourself, your families and lov...

[Tax Analysis] IRD revises guidance on advance rulings
[Detoitte China] [2020.05,11)
Context: The Infand Revenue Department (IRD) released the updated guidance on advance rufings, Department Int

Guidance for Final Settlement of Income Tax of Non-resident
[Shenzhen Tax Service, State Taxation Administration] [2020,05.09] [Chinesa]
Context: What company should apply for the final settlement of income tax? A company (hereinafter referred L.

Power of Advancing—Administration for Tax Refund Under the Coronavirus
[BRR) [2020.04.26]
Context: The history of human being shows there is no favorable wind afl the way, but the way is rugged with

Hot issues regarding non-resident taxpayers’ individual income tax
[Shenrhen Tax Service, State Taxation Administration] |2000.04.26] [Chinesa]

Context: What are resident and nan-resident? A resident refers to any individual who has a residence within ...

DISCUSSIBLE — Taxation on Classified Asset Management Products
() (2020,01,07]
Context: The more that you debate, the clearer that the truth becomes. The target of debate is not fighting f...

Post-Administration of Annual Corporate Income Tax Filing
|Grant Tharntan] [2019.07, 10} |Chinese]
Cantext: In luly, the financial personnal who were finishing the annual corporate income tax { "CIT" | filing w..

China Adopts the Foreign Investment Law
{Aeacdry USR] [ZHONG LUN LAW FIRM] [2019.01.15)
Context: 1.8ackground On March 15, 2019, the lasted draft of Foreign Investment Low of PRC was deliberated a..

New Opportunities for Foreign Financial Institution——Weal ment Subsidiaries of
Commercial Banks o
[RTEHIN, M=) [King & Wood Mallesans] [2019.03,07] [Chinese]

nt Subsidiaries 2 Investment Paths for Foreign...

Context: 1 The Emergence of Commercial Banks® Math&Q
Previous 1 2 & 4

5 - Mext




WHEHI Mobile  Favourite  Help | More Info Database  want to contribute Hello.demodemodemo My Account Modity Password Logout

', Wolters Kluwer | China Tax & Accounting Reference Backaround Color: [l 1l 1

Home > Attices > View Detument

[ Ivin Poge. - '_l ||_: | in total B Highlight Font Sze Small Large .: ﬁ @ <] *

Tax policy reflection and outlook on publicly offered infrastructure REITs

Author:  EWC China

Release Date: 2020,06.16

On 30 April 2020, the China Securnties Regulatory Commission (CSRC) and National Development and Reform Commission jaintly
issued the Notice on Promating the Trials of Real Estate Investment Trust Funds (REITs) in the Infrastructure Sector (Zheng Jian Fa
[2020] No. 40) (hereinafter “the Notice"), and on the same day, the CSRC drafted and released the Guidelines for Publicly Offered
Infrastructure Securities Investment Funds (for Trial Implementation) (hereinafter “the Exposure Draft”) for public comments. The Notice
and the Exposure Draft specified the trial scope, basic principles, project requirements, financing purposes, product design elc., signifying
thal publicly offered REITs in China will be launched for the first time.

In recent years, infrastructure development in China has gradually moved from traditional sectors to new sectors such as 5G base
station, big data centre, Al, industrial Internet. The trial will lead infrastructure investments into a new era. Leveraging on the transfer of
infrastructure projects to REITs investors, the original equity holder can accelarate capital tumover, decrease debt ratio and improve
reinvestment capability. From a macro point of view, this is conducive to reducing the leverage ratio of the real economy, revitalising the
stock of infrastructure assets, and guiding incremental funds to invest in more new infrastructure projects, ultimately forming a benign
investment cycle.

The tax burden on REITs praducts often directly impacts the return on investment. At present, the fise3l and tax departments are actively
studying the relevant tax policies for publicly offered REITs and have not yet issued a set of complate yrid systematic tax policies. The
quidelines for publicly offered infrastructure REITs are also only in the stage of soliciting public Goinfons. In this News Flash, we will
discuss the possibly adopted structure of publicly offered infrastructure REITs, as well as tax policy reflection and outlook on publicly
offered infrastructure REITs.

Key areas and industries of publicly offered infrastructure REITs pilo's

According lo the Notice, the key areas and industries of publicly oftered infrastructure REITs pilots are as follows:

* Kay areas: Priority is given to the Beijing-Tianjin-Hebel Renltn, Yangtze River Economic Belt, Xiong'an New Area, Guangdong-Hong
Kong-Macao Greater Bay Area, Hainan, the Yangtze ifiver Delta, state-level new areas and qualified state-level economic and
technalogical development zones for pilot projects

= Key industries: Priority is given to industies,waich strengthen areas of infrastruclure weakness, including transportation facilities such
as warehousing, logistics and toll roads, uiliies such as water, electricity and heat, pollution control projects such as urban sewage and
garbage disposal, solid waste ano@aaaruous waste disposal. Pilot projects are encouraged for new types of infrastructure such as
information networks, as well o< naiional strategic emerging industrial clusters, high- tech indusltrial parks and special industrial parks.

Possible structure of publicly offered infrastructure REITs

According to the Exposure Draft, the publicly offered infrastructure REITs will adopt the aperation mode of publicly offered funds + asset-
backed securities (ABS), that is. closed-end publicly offered funds will be set up by a qualified securities company or fund management
company with management qualifications of publicly offered funds, to raise funds through the public offering of fund shares, and complete
the acquisition of the underlying infrastructure assets by purchasing infrastructure asset-backed sscunties. At present, the possible
structure of the pilat publicly offered REITs is as follows:
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Unlike previous commercial real estate REITs projects, some infrastructure projects have adopted the operational model of public-private

partnership (PPP). According to the Notice, eligible PPP projects can also be treated as pilot projects for publicly offered REITs, provided

that the PPP projects comply with the relevant PPP laws and regulations and the source of income is mainly from user fees. Therefore,

PPP projects enjoying government payment and subsidy may not be included in the pilot projects. =]



Al present, the fiscal and tax deparimenits are aclively studying the relevant tax policies for publicly offered REITs and have not yet issued
a sel of complete and systemalic tax policies. The guidelines for publicly offered infrastructure REITs are also in the stage of soliciting
public opinions. We hereby share our thoughts and suggestions on the tax policies for publicly offered RE|Ts.

1) Can the policies for deferred corporate income tax be applied to the restructuring of underlying assets?

The issuance of publicly offered REITs firstly requires the restructuring of underlying assets. The original equity holder sells the
underlying assels it holds to the REITs, and then indirectly holds part of the underlying assels by subscribing to REITs. However, from the
practical business perspective, the onginal equity holder has not actually sold all the underlying assets. The fundamental purpose of the
original equity holder to issue REITs is to raise funds and revitalise assets for developing new infrastructure projects on a rolling basis.
Under the current tax law, the original equity holder’s sale of underlying assets to REITs will be determined as an actual sale of assets or
equity, and deferred tax policy cannot be applied due to its failure in meeting the stipulated conditions for applying special tax deferral
treatment under the corporate restructuring rules and hence will bring along corporate income tax burden.

The three core principles for special tax deferral treatment under the comporate restructuring rules include continuity in shareholders”
equity, continuity in operation and reasonable commercial purposes. Firstly, according to the Exposure Draft, after the sales of the
underlying assets, REITs praducts subscribed to by the ariginal equity holder shall not be less than 20% and are subject to sales
resftrictions within 5 years. In this regard, such subscription may be considered as meeting the requirements for the continuity in
shareholders’ equity. Secondly, normally there is no change in operations of the underlying assets after the assets are sold to REITs, thus
the principle of operation continuily can be satisfied. Thirdly, the purpose of issuing REITs is to raise funds for subsequent projects, so the
restructuring has reasonable commaercial purposes. Overall, although such restructuring does nol fall within the current requirements for
special lax deferral reatment under the corporate restructuring rules, it substantially complies with the principles therein. We hope that,
going forward, on the one hand the REIT's regulations would allow the ariginal equity holder's to exchange share equity in the project
company for the REIT's units so that the transaction could be in line with the requirements of “share-for-share” under the special tax
treatment restructuring rules. On the other hand, the fiscal and tax departments would consider including gains arising from the exchange
of underlying assets by the original equity holder for units of the REITs in the applicable scope of the special tax restructuring rules.

2) How to improve tax efficiency in profit distribution?

For the operating income from the underlying assets, other than distribution through a loan.arangement to the project company, the
surplus can be distributed in the form of dividend by the project company to the public RELTs 20 their investors after corporate income
tax is paid at the project company lavel. For the project company, payments for carpsras.inicome tax may result in a decrease in the yield
of products.

With a view to improve the return on investment of REITs products and avbiding double taxation, there are international practices that
allow the project company to deduct distribution payments made to the_invistors from the taxable income, However, such practices are
subject to further study as it cannot be supported by the current tax tioy system in China. It is suggested to take a look from a different
angle, that is, considering the financial feature of publicly offerell REs, the project company may be allowed to be thinly capitalised
within the limitation sel for financial enterprises. Although itLmay nodfully address the income tax burden issue at the project company
level, it may alleviate the issue o a certain extent.

>

Since the start of 2020, the outbreak of 2ONVID-19 has greal impact on the economic growth in China. Local governments has
increased investments in infrastrucidse w-arive economic development. In addition to traditional infrastructure projects. new infrastructure
projects based on informationppivceks and new concepts such as 5G, cloud computing and data centre will be the next priority. Al such
point of time, the pilot projects fonoublicly offered infrastructure REITs will undoubtedly introduce broad prospect for the development of
new infrastructures,

Al present, the policies for pilot projects for publicly offered infrastructure REITs have just been launched, and the relevant guidelines are
still in the stage of soliciting public opinions. A set of complete and systemalic taxation policies for publicly offered REITs have not yet
been promulgated by the fiscal and tax departments. It is expected thal tax policies can be further improved in the future to promote the
healthy development of publicly offered REITs.

Moreover, products of publicly offered REITs may bring different tax impacts due to their different transaction structures. The initiator
should take into consideration tax-related issues at each process to reasonably reduce tax costs. Reasonable tax arrangements in
developing assel-backed securitisation structure and equity restructuring of pooled assets will reduce the issuance cosls in an effactive
manner. It is suggested lo consull your professional tax leams and make plans in advance,
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(51 TAXABLE INCOME
2 [BDEDUCTIONS
f20-T00] Management fees

Mj20-730] Wages and saianes
[120-740] Bad detis

[E70-745] Super deduction
M20-750] Foreign tax

20 760] Donations

[B][M20-770] Pre-operation expenses
[ M20-760] Losses

1120-T80] Exchange losses
120-500] Deductible feed assels
1120-810] Provigions

120-840] Non-deductibde dems
1] [120-850] Property losses

[211120-720] Entenainment expenses

[)iM20-820] Directors’ lees and expenses

1120.-825] Advertising and publicity expe
[1120-530] Sttt tranning and welfarn: exp
[5)i120-£35] Research & Development exp

activitres and that need not be capitalised may be deductible. The lolleveng inleres! expenses incurred by an

o the and business op achvibies are

i) interest

on

from financial bya 4 ] milerest

paid on vanous savings deposils and inter-bank borrowings as mcuned by financial institubons, interes! expense

ncurred by an o bornds for and

() for interest expe

o g from non- by & fondd the portion
that does not exceed the amount caiculated by reference 1o the mtenest rate of similar loan with the same term as
provided by financial instutions (EIT Implemanting Rules, Artcles 38)

interest incurred on the acquistion and construction of fixed assets, intangible assets and inventories that
require At least 12 mantha to canstruct in order (o reach the mtended =aleable condition, reasanable barrowing
costs incurred during the penind of acquisibon and construction of the relevant asssts shall be treated as capital
expandifure and recarded as part of the cost of the relavant assets and deducted pursuant to the relevant rules in
the EIT implementing Rules

Regulatdons on the rato of total Investment and registered caplal

- Where the ratio of debi investment versus equity nvestment from related\Daniys excesds the prescribed
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i (2 ENTERPRISE INCOME TAX

@ LIARILITY TO TAX [1120-710] Interest expenses
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