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THE PRC TAXATION
Taxation on Dividends
Individual Investor

Pursuant to the Individual Income Tax Law of the PRC ({H#E A\ R ILFIEH A r 5874 )), which
was latest amended on August 31, 2018 and the Implementation Provisions of the Individual Income
Tax Law of the PRC ({1 #E A BRI BB A U 3 B i B f51) ), which was latest amended on
December 18, 2018 (hereinafter referred to as the “IIT Law”), dividends paid by PRC enterprises are
subject to individual income tax levied at a flat rate of 20%. For a foreign individual who is not a
resident of the PRC, the receipt of dividends from an enterprise in the PRC is normally subject to
individual income tax of 20% unless specifically exempted by the tax authority of the State Council or
reduced by relevant tax treaty. In addition, according to the Notice on Issues Concerning the
Implementation of Differential Individual Income Tax Policies on Dividends and Bonuses of Listed
Companies (B F T2 7] BUE AL A2 RIAL AR BT 15 B0 BUR A BH R RERY 48 41 ) ) issued on September 7,
2015, where an individual acquires the stocks of a listed company from public offering of the company
or from the stock market, if the stock holding period is more than one year, the income from dividends
and bonuses shall be temporarily exempted from individual income tax; where an individual acquires
the stocks of a listed company from public offering of the company or from the stock market, if the
stock holding period is one month or less, the income from dividends and bonuses shall be included
into the taxable incomes in full amount; if the stock holding period is more than one month and up to
one year, 50% of the income from dividends and bonuses shall be temporarily included into the taxable
incomes. The individual income tax rate on the aforesaid income is levied at a flat rate of 20%.

Pursuant to the Arrangements between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
Respect to Taxes on Incomes (< PR N H5 455 Al A7 B Ik B8] i 36 T 15 4k o 8 i A0 RN 977 1 A s B 119 22
T3F>>), which was signed on August 21, 2006, the Chinese Government may levy taxes on the dividends
paid by a Chinese company to Hong Kong residents (including natural persons and legal entities) in an
amount not exceeding 10% of the total dividends payable by the Chinese company. If a Hong Kong
resident directly holds 25% or more of the equity interest in a Chinese company, and the Hong Kong
resident is the beneficial owner of such equity, and certain other conditions are met, then such tax shall
not exceed 5% of the total dividends payable by the Chinese company. The Fifth Protocol of the
Arrangements between the Mainland of China and the Hong Kong Special Administrative Region for
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on
Incomes (KA b R 7 40 7 BB [t 7% 36 oy 15 2 4 B S OB A By LA s B 1) 2 PR ) o Tl e ) )
came into effect on December 6, 2019, adding a criteria for the qualification of entitlement to treaty
benefits. Although there may be other provisions under the Arrangement, after taking into account all
relevant facts and conditions, such treaty benefits shall be reasonably deemed to be one of the main
purposes for the arrangement or transactions which will bring any direct or indirect benefits under this
Agreement, the treaty benefit under the standard terms shall not be granted in the circumstance in
respect of the relevant gains, unless the grant of benefits under such circumstance is consistent with
relevant objective and goal under the Arrangement. The application of the dividend clause of tax
agreements is subject to the requirements of PRC tax law and regulation, such as the Notice of the
State Administration of Taxation on the Issues Concerning the Application of the Dividend Clauses of
Tax Agreements (€ [B 2B 1548 oy BE A 017 B0 e Tk sk I LA 3K A5 B 141 RELAW 38 1) ) (Guo Shui Han [2009]
No. 81).
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Enterprise Investors

In accordance with the Enterprise Income Tax Law of the PRC (< #E A AN [H £ 3 r 15 8
%)) issued by NPC on March 16, 2007, came into effect on January 1, 2008 and subsequently
amended on February 24, 2017 and December 29, 2018 and the Implementation Provisions of the
Enterprise Income Tax Law of the PRC ("1 #E A [ AN E A 3 13 BLIE B M 1) ) issued by the
State Council on December 6, 2007, came into effect on January 1, 2008 and latest amended on
December 6, 2024, and implemented on January 20, 2025 (hereinafter referred to as the “EIT Law”), a
non-resident enterprise is generally subject to a 10% corporate income tax on PRC-sourced income
(including dividends received from a PRC resident enterprise), if it does not have an establishment or
premise in the PRC or has an establishment or premise in the PRC but its PRC-sourced income has no
real connection with such establishment or premise. The such withholding taxes for non-resident
enterprises are deducted at source, where the payer of the income are required to withhold the income
tax from the amount to be paid to the non-resident enterprise when such payment is made or due.

The Circular of the SAT on Issues Relating to the Withholding and Remitting of Corporate Income
Tax by PRC Resident Enterprises on Dividends Distributed to Overseas Non-Resident Enterprise
Shareholders of H Shares (B2 B 15 48 Jay B i o 120 7 B A 2 1) 55 AN H I 9 J B A 2E 8 SR R 88 i IS 48 4
RIS BA BB @EHA)) (Guo Shui Han [2008] No. 897), which was issued and
implemented by the SAT on November 6, 2008, further clarified that a PRC-resident enterprise must
withhold corporate income tax at a rate of 10% on the dividends of 2008 and onwards that it distributes
to overseas non-resident enterprise shareholders of H Shares. In addition, the Response to Questions on
Levying Corporate Income Tax on Dividends Derived by Non-resident Enterprise from Holding Stock
such as B Shares (B IE J& B A 2EHUAS B I 55 I 22 i S e £ 2E TS BRI RE RO L 7 ) ) (Guo Shui Han
[2009] No. 394), which was issued by the SAT and implemented on July 24, 2009, further provides that
any PRC-resident enterprise listed on overseas stock exchanges must withhold corporate income tax at
a rate of 10% on dividends of 2008 and onwards that it distributes to non-resident enterprises. Such tax
rates may be further modified pursuant to the tax treaty or agreement that China has entered into with
the relevant jurisdictions, where applicable. Therefore, dividends paid to non-PRC resident enterprises
(including HKSCC Nominees) shall be subject to a rate of 10% withholding tax on corporate income.

Pursuant to the Arrangements between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
Respect to Taxes on Incomes (<A N5 4 Al 47 I8 [ 3] 77 36 o 445 4k fe B8 o A0BE 0 B 1k AT IR B 19 42
PE)), which was signed on August 21, 2006, the Chinese Government may levy taxes on the dividends
paid by a Chinese company to Hong Kong residents (including natural persons and legal entities) in an
amount not exceeding 10% of the total dividends payable by the Chinese company. If a Hong Kong
resident directly holds 25% or more of the equity interest in a Chinese company, and the Hong Kong
resident is the beneficial owner of such equity, and certain other conditions are met, then such tax shall
not exceed 5% of the total dividends payable by the Chinese company. The Fifth Protocol of the
Arrangements between the Mainland of China and the Hong Kong Special Administrative Region for
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on
Incomes (KR 70 7 s 5 A B L ) T 3 7 7 e B 1 AOBE M )7 L AR I B A9 22 PR 26 Tk e ) )
came into effect on December 6, 2019, adding a criteria for the qualification of entitlement to treaty
benefits. Although there may be other provisions under the Arrangement, after taking into account all
relevant facts and conditions, such treaty benefits shall be reasonably deemed to be one of the main
purposes for the arrangement or transactions which will bring any direct or indirect benefits under this
Agreement, the treaty benefit under the standard terms shall not be granted in the circumstance in
respect of the relevant gains, unless the grant of benefits under such circumstance is consistent with
relevant objective and goal under the Arrangement. The application of the dividend clause of tax
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agreements is subject to the requirements of PRC tax law and regulation, such as the Notice of the
State Administration of Taxation on the Issues Concerning the Application of the Dividend Clauses of
Tax Agreements (<[ 2B 1548 5y BE A LA 7 B0 e b sk A LA 3 A5 B 141 REL A8 1) ) (Guo Shui Han [2009]
No. 81).

Tax Treaties

Non-resident investors residing in jurisdictions which have entered into treaties or arrangements
for the avoidance of double taxation with the PRC are entitled to a reduction of the Chinese corporate
income tax imposed on the dividends received from PRC companies. The PRC currently has entered
into Avoidance of Double Taxation Treaties or Arrangements with a number of countries and regions
including Hong Kong Special Administrative Region, Macau Special Administrative Region, Australia,
Canada, France, Germany, Japan, Malaysia, the Netherlands, Singapore, the United Kingdom and the
United States. Non-PRC resident enterprises entitled to preferential tax rates in accordance with the
relevant taxation treaties or arrangements are required to apply to the Chinese tax authorities for a
refund of the corporate income tax in excess of the agreed tax rate, and the refund application is subject
to approval by the Chinese tax authorities.

Taxation on Share Transfer
VAT and Local Additional Tax

Pursuant to the Notice on Fully Implementing the Pilot Reform for the Transition from Business
Tax to Value-added Tax (<P 2 14k Bl 25 SEAL eIE 38 (E B RU B A48 41) ) (Cai Shui [2016] No. 36)
(hereinafter referred to as “Circular 36”), which was implemented on May 1, 2016, and amended on
July 11, 2017, December 25, 2017 and March 20, 2019 respectively, entities and individuals engaged in
the services sale in the PRC are subject to Value-added Tax and “engaged in the services sale in the
PRC” means that the seller or buyer of the taxable services is located in the PRC. Circular 36 also
provides that transfer of financial products, including transfer of the ownership of marketable securities,
shall be subject to VAT at 6% on the taxable revenue (which is the balance of sales price upon
deduction of purchase price), for a general or a foreign VAT taxpayer. However, individuals who
transfer financial products are exempt from VAT.

According to the aforementioned regulations, if the holder is a non-resident individual, the PRC
VAT is exempted from the sale or disposal of H shares; if the holder is a non-resident enterprise and the
H-share buyer is an individual or entity located outside China, the holder is not necessarily required to
pay the PRC VAT, but if the H-share buyer is an individual or entity located in China, the holder may
be required to pay the PRC VAT.

Income tax
Individual Investors

According to the IIT Law, gains on the transfer of equity interests in the PRC resident individuals
are subject to individual income tax at a rate of 20%. Pursuant to the Circular of the Ministry of
Finance and the SAT on Declaring that Individual Income Tax Continues to be Exempted over Income
of Individuals from the Transfer of Shares ({EFfBUHR ~ B B 15 48 Jay B A\ e e s 252 For 15 4 268 T 41
OB TS B A HT) ) (Cai Shui Zi [1998] No. 61) issued by the Ministry of Finance and the SAT
on March 30, 1998, from January 1, 1997, income of individuals from transfer of the shares of listed
enterprises continues to be exempted from individual income tax.
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However, on December 31, 2009, the MOF, the SAT and CSRC jointly issued the Circular on
Related Issues on Levying Individual Income Tax over the Income Received by Individuals from the
Transfer of Listed Shares Subject to Sales Limitation (P /MBI A5 1 1/ =] BR 8 A or 15 Bolso@ AT
5B BRI EA AR AT)) (Cai Shui [2009] No. 167), which came into effect on January 1, 2010, which
states that individuals’ income from the transfer of listed shares obtained from the public offering of
listed companies and transfer security market on the Shanghai Stock Exchange and the Shenzhen Stock
Exchange shall continue to be exempted from individual income tax, except for the relevant shares
which are subject to sales restriction (as defined in the Supplementary Notice on Issues Concerning the
Levy of Individual Income Tax on Individuals’ Income from the Transfer of Restricted Stocks of Listed
Companies (BRI B8 F 7 20 W) BR S BT A ol i A i 45 B A B R E ) #f SE48 A1) (Cai - Shui
[2010] No. 70) jointly issued and effective by such three departments on November 10, 2010). As of
the Latest Practicable Date, no aforesaid provisions have expressly provided that individual income tax
shall be levied from non-Chinese resident individuals on the transfer of shares in PRC resident
enterprises listed on overseas stock exchanges.

Enterprise Investors

In accordance with the EIT Law and the Implementation Provisions of the Enterprise Income Tax
Law of the PRC (¥ A\ R I8 4 28 fir 5 B 15 B i 15491 ) ) issued by the State Council, which latest
amended on December 6, 2024 and took effect on January 20, 2025, a non-resident enterprise is
generally subject to corporate income tax at the rate of a 10% on PRC-sourced income, including gains
derived from the disposal of equity interests in a PRC resident enterprise, if it does not have an
establishment or premise in the PRC or has an establishment or premise in the PRC but its
PRC-sourced income has no real connection with such establishment or premise. The such withholding
taxes for non-resident enterprises are deducted at source, where the payer of the income are required to
withhold the income tax from the amount to be paid to the non-resident enterprise when such payment
is made or due. Such tax may be reduced pursuant to relevant tax treaties or agreements on avoidance
of double taxation.

Stamp Duty

Pursuant to the Stamp Duty Law of the PRC ({13 N RILFNE EI/EBLE)) (the “Stamp Duty
Law”) promulgated by the Standing Committee of the National People’s Congress on June 10, 2021 and
came into effect on July 1, 2022, all entities and individuals engaged in securities transactions within
the PRC are subject to stamp duty as stamp duty payers in accordance with the provisions of the Stamp
Duty Law, thus the requirements of the stamp duty imposed on the transfer of shares of PRC listed
companies shall not apply to the transfer and disposal of H Shares by non-PRC investors outside the
PRC.

Estate duty
According to PRC law, no estate duty is currently levied in the PRC.
PRINCIPLE TAXATION OF OUR COMPANY IN THE PRC
Enterprise Income Tax
According to the EIT Law, a resident enterprise shall pay EIT on its income originating from both
inside and outside PRC at an EIT rate of 25%. Foreign invested enterprises in the PRC falls into the

category of resident enterprises, which shall pay EIT for the income originated from domestic and
overseas sources at an EIT rate of 25%.
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In line with the EIT Law, the EIT tax rate of a high and new technology enterprise is 15%.
Pursuant to the Administrative Measures for the Recognition of High and New Technology Enterprises
(R 4 0l £ 2558 2 45 PRBEIL ), promulgated on April 14, 2008 and last amended on January 29,
2016, the certificate of a high and new technology enterprise is valid for three years and may renewed
after the inspection of the SAT and other relevant authority.

Value-added Tax

According to the Temporary Regulations on Value-added Tax of the PRC (€ H 3 A [ 3 A B 34 {F
BUE 17 61), the “Regulations on VAT”), which was promulgated by the State Council on December
13, 1993 and last amended on November 19, 2017, and the Detailed Implementing Rules of the
Temporary Regulations on Value-added Tax of the PRC (= #e A 3 A B 4 (H BB 17 B B R A A1) ),
which was promulgated on December 25, 1993 and effective on the same date by the MOF, and last
amended on October 28, 2011, entities and individuals that sell goods or provision of processing, repair
or replacement labor services, sell services, intangible assets, or real estate, or import goods within the
territory of the PRC are taxpayers of VAT, and shall pay VAT in accordance with this Regulations on
VAT. Unless specified by the Regulations on VAT, for the sales or import of goods by general
taxpayers, the VAT rate shall be 17%; for provision of processing, repair and maintenance labor by
taxpayers, the VAT rate shall be 17%; for export of goods by taxpayers, the VAT rate shall be nil, unless
otherwise provided. According to the Circular of the Ministry of Finance and the State Taxation
Administration on Adjusting Value-added Tax Rates (CHAELHS + Fi s A8 = B i o B 438 (BB R (1) 7
1)), which was issued on April 4, 2018 and came into effect on May 1, 2018, where a tax payer
engages in a taxable sales activity for the VAT purpose or imports goods, the previous applicable
reduced 17% and 11% tax rates are adjusted to be 16% and 10%, respectively. According to the
Announcement on Deepening Policies in relation to Value-added Tax Reform (Bt &AL HIE Bk # 4
Eﬁﬁ[%%/z}%% which was promulgated on March 20, 2019 and became effective on April 1, 2019,the
VAT rates are reduced to 13% and 9%, respectively.

FOREIGN EXCHANGE

The lawful currency of the PRC is RMB, which is currently subject to foreign exchange control
and cannot be freely converted into foreign currency. The SAFE, with the authorization of the People’s
Bank of China, is empowered with the functions administering all matters relating to foreign exchange,
including the enforcement of foreign exchange control regulations.

The principal regulation governing foreign currency exchange in China is the Foreign exchange
Administration Regulations of the PRC ({3 A\ R ILANE SN HEE H61) ) (the “Foreign exchange
Administration Regulations”) which was promulgated by the State Council on January 29, 1996,
effective on April 1, 1996 and subsequently amended on August 5, 2008, and the Regulations for the
Administration of Settlement, Sale and Payment of Foreign Exchange (<&M ~ 8 FE K f°f FE & FEAL 2 ))
(Yin Fa[1996] No. 210), which was promulgated by the PBOC on June 20, 1996 and effective on July
1, 1996. Pursuant to these regulations and other PRC rules and regulations on currency conversion,
RMB is generally freely convertible for payments of current account items, such as trade and
service-related foreign exchange transactions and dividend payments, but not freely convertible for
capital account items, such as direct investment, loan or investment in securities outside PRC which are
subject to be approved by SAFE and other relevant local government authorities previously.

According to the Announcement on Improving the Reform of the RMB Exchange Rate Formation
Mechanism (<%ﬁﬁ§%§/\%%I@%ﬁﬁﬁ%%ﬂﬂlgﬁg/&%%, which was issued on July 21, 2005 by the
PBOC, the PRC has started to implement a managed floating exchange rate system in which the
exchange rate would be determined based on market supply and demand and adjusted with reference to
a basket of currencies since July 21, 2005. Therefore, the RMB exchange rate was no longer pegged to
the U.S. dollar. The PBOC would publish the closing price of the foreign currencies (such as the US
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dollar) against the RMB in the interbank foreign exchange market after the closing of the market on
each working day, and to determine the central parity of the currency against RMB transactions on the
following working day.

Since January 4, 2006, the PBOC improved the method of generating the central parity for
quoting the RMB exchange rate by introducing an enquiry system while keeping the match-making
system in the interbank foreign exchange spot market. In addition, the liquidity of the foreign exchange
market was also improved by adopting a market-making system in the interbank foreign exchange
market.

The Foreign exchange Administration Regulations, which became effective on August 5, 2008,
have made substantial changes to the foreign exchange regulatory system of the PRC. First, the Foreign
exchange Administration Regulations adopted an approach of balancing the inflow and outflow of
foreign exchange fund. Foreign exchange income received overseas can be repatriated or deposited
overseas, and foreign exchange and foreign exchange settlement funds under the capital account are
required to be used only for purposes as approved by the relevant competent authorities and foreign
exchange administration authorities. Second, the Foreign exchange Administration Regulations
improved the mechanism for determining the RMB exchange rate based on market supply and demand.
Third, the Foreign exchange Administration Regulations enhanced the monitoring of cross-border
foreign exchange fund flows. In the event that revenues and costs in connection with international
transactions suffer or may suffer a material misbalance, or the national economy encounters or may
encounter a severe crisis, the State may adopt necessary safeguard or control measures. Fourth, the
Foreign exchange Administration Regulations enhanced the supervision and administration of foreign
exchange transactions and grant extensive authority to the SAFE to strengthen its supervisory and
administrative ability.

According to the relevant State rules and regulations, all of the foreign exchange revenue of the
PRC enterprises from the current account transactions may be retained or sold to financial institutions
operating a foreign exchange sale or settlement business. Foreign exchange income from loans granted
by overseas entities or from the issuance of bonds and shares is not required to be sold to, but may be
deposited in foreign exchange accounts at, designated foreign exchange banks.

PRC enterprises (including foreign investment enterprises) which need foreign exchange for
transactions relating to current account items may, without the approval of the SAFE, effect exchange
and payment from their foreign exchange accounts or at the designated foreign exchange banks, on the
strength of valid receipts and proof. Foreign investment enterprises which need foreign exchange for
the distribution of profits to their shareholders and PRC enterprises which, in accordance with relevant
regulations, are required to pay dividends to their shareholders in foreign exchange may, on the strength
of resolutions of the board of directors or the shareholders’ meeting approving the distribution of
profits, effect exchange and payment from their foreign exchange accounts or convert and pay
dividends at the designated foreign exchange banks.

On January 18, 2017, SAFE promulgated the Circular on Further Improving Reform of Foreign
Exchange Administration and Optimizing Genuineness and Compliance Verification ([ —HE#E
AP B 58 HE A BUE @A) ), which stipulates several capital control measures with
respect to the outbound remittance of profit from domestic entities to offshore entities, including: (i)
banks should check board resolutions regarding profit distribution, the original version of tax filing
records, and audited financial statements pursuant to the principle of genuine transactions; and (ii) a
domestic institution shall cover losses in the previous years as legally required before the outward
remittance of profits. Besides, a domestic institution shall explain the source of the investment funds
and the use of funds (use plan) to the bank and provide the resolution of the board of directors (or the
resolution of partners), contract, or other proof on the authenticity of such investment.
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The Decision of the State Council on Canceling and Adjusting a Group of Administrative
Approval Items and Other Matters (<[5 B B i BRH A1 & — HEAT B AL TE H S FHM P E D)) (Guo
Fa [2014] No. 50), which was issued and became effective on October 23, 2014, has canceled the
administrative approval by the SAFE and its branches for matters concerning the repatriation and
settlement of foreign exchange of overseas-raised funds through overseas listing. Pursuant to Notice of
the SAFE on Further Simplifying and Improving the Direct Investment-related Foreign Exchange
Administration  Policies (<[5 %< 71 e & 1 &y B i 4 — 25 1 F0 O B 4 40 O R A8 LB SR A 4 A0 ) ),
which was promulgated on February 13, 2015 and subsequently amended on December 30, 2019, the
initial foreign exchange registration for establishing or taking control of a special purpose vehicle by
domestic residents can be conducted with a qualified bank, instead of the local foreign exchange
bureau.

Pursuant to the Notice on Issues Concernlng the Foreign Exchange Administration of Overseas
Listing (B BEA T A #EA B 948 %0 ) ) (Hui Fa [2014] No. 54) issued by the SAFE on
December 26, 2014, a domestic issuer shall, within 15 business days from completion of its initial
public offering overseas, register the overseas listing with the SAFE’s local branch at the place of its
incorporation. The proceeds from an overseas listing of a domestic issuer may be remitted to a domestic
account or deposited overseas, and the use of the proceeds shall be consistent with the content of the
document and other public disclosure documents.

The Circular of the SAFE on Reforming the Management Approach regarding the Settlement of
Foreign Capital of Foreign-invested Enterprise (<[ %<4 % 31 J) BH A W05 A1 e 450 A SE A E A 4 45
[ 2 5 LAY % H1) ) (the “SAFE Circular No. 19”) was promulgated on March 30, 2015 and became
effective on June 1, 2015, subsequently amended on December 30, 2019 and March 23, 2023,
respectively. According to the SAFE Circular No. 19, a foreign-invested enterprise may, according to its
actual business needs, settle with a bank the portion of the foreign exchange capital in its capital
account for which the relevant foreign exchange bureau has confirmed monetary contribution rights and
interests (or for which the bank has registered the account-crediting of monetary contribution). For the
time being, Foreign-invested enterprises are allowed to settle 100% of their foreign exchange capitals
on a discretionary basis; an foreign-invested enterprise shall use its capital for its operational purposes
within the scope of business; where an ordinary foreign-invested enterprise makes domestic equity
investment with the amount of foreign exchange settled, the invested enterprise shall first go through
domestic re-investment registration and open a corresponding Account for Foreign Exchange Settlement
Pending Payment with the foreign exchange bureau (bank) at the place of registration.

The SAFE promulgated the Circular on Reforming and Regulating Policies on the Control over
Foreign Exchange Settlement under the Capital Account (<[ B R & AS TH B & e 27 S0 B3R 114 48
1)) (Hui Fa [2016] No. 16) on June 9, 2016, and promulgated the Notice of the SAFE on Further
Promoting Cross-border Trade and Investment Facilitation (B¢ 7 & P R BH A #E — AR HERS 35 & 5
FE AR HAID) (the “SAFE Circular 28”) on October 23, 2019 and amended on December 4,
2023 by the Notice of the SAFE on Further Deepening the Reform to Facilitate Cross-border Trade and
Investment ([ 540 2R B A 4 — 20 R AL i f HE RS 35 8 5 0 E A AL W48 40 ) ). Pursuant to the
SAFE Circular 28, on the basis of allowing investment-oriented foreign-invested enterprises (including
foreign-invested investment companies, foreign invested venture capital enterprises and foreign-invested
equity investment enterprises) to use capital funds for domestic equity investment in accordance with
laws and regulations, non-investment foreign-invested enterprises shall be allowed to use capital funds
for domestic equity investment in accordance with the laws on the premise of not violating the existing
special management measures for entry of foreign investment (negative list) and the authenticity and
compliance of their domestic invested projects.

According to the Circular of the SAFE on Optimizing Foreign Exchange Administration to

port the Development of Foreign-related Business (<<@|%‘zﬁl‘l:”"gﬁﬁﬁE‘lﬁjﬁ/\fﬁﬂ'tﬂ*[:r@ﬁiﬁﬁﬁl‘%
H%??%E’JL%D% promulgated with effect from April 10, 2020 by the SAFE, under the prerequisite of
ensuring true and compliant use of funds and compliance and complying with the prevailing
administrative provisions on use of income from capital projects, enterprises which satisfy the criteria
are allowed to use income under the capital account, such as capital funds, foreign debt and overseas
listing, for domestic payment, without the need to provide proof materials for veracity to the bank
beforehand for each transaction.

- III-7 -



	APPENDIX III — TAXATION AND FOREIGN EXCHANGE 



