
HONG KONG TAXATION

Dividend taxation

Under the current practice of the Inland Revenue Department of Hong Kong, no tax is

payable in Hong Kong in respect of dividends paid by us.

Capital gains and profit tax

No tax is imposed in Hong Kong in respect of capital gains from the sale of H shares.

However, [REDACTED] from the sale of the H Shares by persons carrying on a trade,

profession or business in Hong Kong, where such gains are derived from or arise in Hong Kong

from such trade, profession or business will be subject to Hong Kong profits tax, which is

currently imposed at the maximum rate of 16.5% on corporations and at the maximum rate of

15% on unincorporated businesses. Certain categories of taxpayers (for example, financial

institutions, insurance companies and securities dealers) are likely to be regarded as deriving

[REDACTED] rather than capital gains unless these taxpayers can prove that the investment

securities are held for long-term investment purposes.

[REDACTED] from sales of H Shares effected on the Stock Exchange will be considered

to be derived from or arise in Hong Kong. Liability for Hong Kong profits tax would thus arise

in respect of [REDACTED] from sales of H Shares effected on the Stock Exchange realised

by persons carrying on a business of [REDACTED] or [REDACTED] in securities in Hong

Kong.

Stamp duty

Hong Kong stamp duty, currently charged at the ad valorem rate of 0.1% on the higher

of the consideration for or the market value of the H Shares, will be payable by the purchaser

on every purchase and by the seller on every sale of Hong Kong securities, including H Shares

(in other words, a total of 0.2% is currently payable on a typical sale and purchase transaction

involving H Shares). In addition, a fixed duty of HK$5.00 is currently payable on any

instrument of transfer of H Shares. Where one of the parties is a resident outside Hong Kong

and does not pay the ad valorem duty due by it, the duty not paid will be assessed on the

instrument of transfer (if any) and will be payable by the transferee. If no stamp duty is paid

on or before the due date, a penalty of up to ten times the duty payable may be imposed.

Estate duty

Pursuant to the Revenue (Abolition of Estate Duty) Ordinance 2005, estate duty ceased

to be chargeable in Hong Kong in respect of the estates of persons dying on or after 11

February 2006.
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TAXATION OF OUR COMPANY IN HONG KONG

Our Directors do not consider that any of our Company’s income is derived from or arose

in Hong Kong for the purpose of Hong Kong taxation. Our Company will therefore not be

subject to Hong Kong taxation.

PRC LAWS AND REGULATIONS RELATING TO TAXES

1. Income tax

Pursuant to the EIT Law (《中華人民共和國企業所得稅法》), which was promulgated by

the NPC on 16 March 2007 and came into effect on 1 January 2008 and was amended on 24

February 2017 and 29 December 2018, and the Implementation Regulations of EIT Law (《中
華人民共和國企業所得稅法實施條例》), which was promulgated by the State Council on 6

December 2007 and came into effect on 1 January 2008 and was amended on 23 April 2019,

the income tax rate of 25% applies to all companies in the PRC.

These enterprises are classified as either resident enterprises or non-resident enterprises.

An enterprise that is established in China in accordance with PRC laws, or that is established

in accordance with the law of a foreign country (region) but whose “actual management

organisations” is inside China is resident enterprise, which is subject to enterprise income tax

at the rate of 25% on their global income. The Implementation Regulations of EIT Law defines

the term “actual management organisations” as “organisations implementing substantive and

comprehensive management and control over the production and business operations, staff,

accounts and property etc. of an enterprise.”

An enterprise that is established according to the law of a foreign country (region) and

whose “actual management organisations” are not in China, but which have established

institutions or premises in China or which have not established institutions or premises in

China but have income earned in China is non-resident enterprise. According to the

Implementation Regulations of EIT Law, non-resident enterprises which have not established

institutions or premises in China or which have established institutions in China but whose

incomes have no actual connection to its institution or establishment inside China shall be

subject to a reduced enterprise income tax rate of 10% on incomes derived from China.

2. Income tax relating to dividend distribution

Pursuant to the Arrangement 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 (《內地和香港特別行政區關於對所得避免雙重徵
稅和防止偷漏稅的安排》) and relevant protocols, which was promulgated by State

Administration of Taxation on 21 August 2006 and came into effect on 8 December 2006, the
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withholding tax rate 5% applies to dividends paid by a PRC company to a Hong Kong company

if such Hong Kong company directly holds at least 25% of the equity interests in the PRC

company, otherwise the 10% withholding tax rate applies.

Pursuant to Notice of the State Administration of Taxation on the Issues concerning the

Application of the Dividend Clauses of Tax Agreements (《國家稅務總局關於執行稅收協議股
息條款有關問題的通知》) (Guo Shui Han [2009] No. 81) which was promulgated and became

effective on 20 February 2009, to enjoy the treatment under the tax agreement, the fiscal

resident of the other contracting party shall meet all of the following requirements (i) the fiscal

resident of the other contracting party shall be limited to a company; (ii) both the proportion

of all ownership interest and the proportion of all voting shares in the Chinese resident

company of the fiscal resident of the other contracting party shall meet the prescribed

proportions; and (iii) the proportion of capital of the Chinese resident company directly owned

by the fiscal resident of the other contracting party shall meet the proportion prescribed in the

tax agreement at any time during 12 consecutive months before dividends are obtained.

Pursuant to the Administrative Measures on Entitlement of Non-resident Taxpayers to

Preferential Treatment under Tax Treaties (《非居民納稅人享受協議待遇管理辦法》) which

was promulgated by the State Administration of Taxation on October 14, 2019 and will become

effective on 1 January 2020, non-resident taxpayers are entitled to preferential treatment under

tax treaties through self-determination, self-declaration and keeping and documenting relevant

information for inspection. A non-resident taxpayer may enjoy the preferential tax treatment at

the time of tax return filings or withholding declaration through a withholding agent if it

determines that it is eligible for the preferential tax treatment keeps and documents relevant

information for future inspection in accordance with the regulations under the treaties, subject

to the relevant follow-up administration by the tax authority.

3. Value-added tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC (《中華人民共
和國增值稅暫行條例》), which was promulgated by the State Council on 13 December 1993,

came into effect on 1 January 1994, and was amended on 10 November 2008, 6 February 2016,

19 November 2017, organisations and individuals engaging in sale of goods or processing,

repair and assembly services, sale of services, intangible assets, immovables and importation

of goods in the PRC shall be taxpayers of Value-added Tax. The tax rate for taxpayers engaging

in sale of services and intangible assets shall be 6% unless otherwise stipulated.

Pursuant to the Circular of the Ministry of Finance and the State Administration of

Taxation on Adjusting Value-added Tax Rates (Cai Shui [2018] No. 32) (《財政部稅務總局關
於調整增值稅稅率的通知》), which was promulgated by the MOF and the State

Administration of Taxation on 4 April 2018, and came into force as at 1 May 2018, the VAT

rates shall be adjusted, including for VAT taxable sales originally subject to 17% and 11% shall

be adjusted to 16% and 10%, respectively.
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Pursuant to the Announcement of the Ministry of Finance, the State Administration of

Taxation and the General Administration of Customs on Policies for Deepening the VAT

Reform (《財政部、稅務總局、海關總署關於深化增值稅改革有關政策的公告》), which was

promulgated by the MOF, the State Taxation Administration and the General Administration of

Customs on 20 March 2019, and came into force as at 1 April 2019, the VAT rates were further

adjusted, including for general VAT payers’ sales activities or imports that are subject to VAT

at an existing applicable rate of 16% or 10%, the applicable VAT rates shall be adjusted to

13%or 9% respectively. Furthermore, from 1 April 2019 to 31 December 2021, a taxpayer

engaged in production or livelihood services is allowed to have a 10% weighted deduction of

creditable input VAT in the current period from the tax amount payable.

4. Stamp duty

Pursuant to the Provisional Regulations of the PRC on Stamp Duty (《中華人民共和國
印花稅暫行條例》), which was issued by the State Council on 6 August 1988, came into effect

on 1 October 1988, and was amended on 8 January 2011 and the Implementation Provisions of

Provisional Regulations of the PRC on Stamp Duty (《中華人民共和國印花稅暫行條例施行細
則》), which was promulgated by the MOF on 29 September 1988 and came into effect on 1

October 1988, and was amended on 5 November 2004. PRC stamp duty only applies to specific

taxable document executed or received within the PRC, having legally binding force in the

PRC and protected under the PRC laws.

LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE CONTROL IN
THE PRC

Pursuant to the Regulations on Foreign Exchange Administration of the PRC (《中華人
民共和國外匯管理條例》), which was promulgated by the State Council of on 29 January 1996

and came into effect since 1 April 1996 and was amended on 14 January 1997 and 5 August

2008, PRC imposes no restrictions on regular international payments and transfers, such as

trade and service-related foreign exchange transactions and dividend payments, but it shall be

based on true and legitimate transactions and financial institutions engaging in conversion and

sale of foreign currencies shall carry out reasonable examination, and the foreign exchange

control authorities shall have the right to carry out supervision and inspection.

For capital account items, such as capital transfer, direct investment, investment in

securities, derivative products or loans, shall be conducted upon the prior approval by or

registration/filing with the administration of foreign exchange unless otherwise stipulated.

Pursuant to the Circular on Relevant Issues Concerning the Foreign Exchange

Administration of Overseas Listing (Hui Fa [2014] No. 54) (《國家外匯管理局關於境外上市
外匯管理有關問題的通知》(匯發[2014]54號)), which was promulgated and implemented by

the State Administration of Foreign Exchange on 26 December 2014, a company limited by

shares registered in the PRC shall, within 15 working days after the completion of the overseas

[REDACTED], register overseas [REDACTED] with the Foreign Exchange Bureau at the

place of its incorporation. After overseas [REDACTED], a domestic shareholder intends to
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increase or reduce his shares of overseas [REDACTED] companies shall register his

shareholding with the local Foreign Exchange Bureau at the place where he resides within 20

working days before the increase and reduction of shares with related materials in accordance

with relevant regulations. The [REDACTED] raised from overseas [REDACTED] can be

repatriated to the PRC or deposited overseas, and the usage of such [REDACTED] shall be

consistent with the relevant contents set out in the document and other public disclosure

documents.

Pursuant to the Notice of State Administration of Foreign Exchange on Reforming and

Regulating the policies for the Administration of Foreign Exchange Settlement under the

Capital Account (《國家外匯管理局關於改革和規範資本項目結匯管理政策的通知》), which

was issued by the State Administration of Foreign Exchange on 9 June 2016 and came into

effect on the same day, the settlement of foreign exchange receipts under the capital account

(including foreign exchange capital, external debts, [REDACTED] repatriated from overseas

[REDACTED], etc.) entitled to discretionary settlement according to relevant policies, shall

be conducted in the banks as actually needed for business operation. The discretionary

exchange settlement ratio of foreign exchange receipts under the capital account of domestic

entities is tentatively set as 100%. The State Administration of Foreign Exchange may adjust

the above ratio in due course in accordance with the balance of payment status.

Pursuant to the Notice of the State Administration of Foreign Exchange on Further

Facilitating Cross-border Trade and Investment (Hui Fa [2019] No. 28) (《國家外匯管理局關
於進一步促進跨境貿易投資便利化的通知》(匯發[2019]28號), which was promulgated by the

State Administration of Foreign Exchange on 23 October 2019, non-investment foreign-

invested enterprises are permitted to use their capital funds to make equity investments in the

PRC, provided that such investments do not violate the Special Administrative Measures for

the Access of Foreign Investment (Negative List) (外商投資准入特別管理措施(負面清單)) and

the target investment projects in the PRC are genuine and in compliance with laws.
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