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China to alleviate social security burden on employers
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China will lower or waive employers' contribution to the old-age pension, unemployment and workplace safety insurance
schemes to help them tide over the novel coronavirus outbreak.

Companies of all types in Hubei province, the hardest-hit region, as well as micro, small and medium-sized enterprises
elsewhere, will be eligible for a waiver of the above-mentioned contributions from February to June. Large companies will see
their contributions halved from February to April.

China will also halve employers' contributions to the basic medical insurance scheme. On the premise of ensuring the medium-
to long-term balance of fund payments, companies will see their medical insurance contribution halved for no more than five
months, starting from February.

Employers can also apply for deferring their payments to the housing provident fund due before the end of June. Meanwhile,
failure to repay housing provident fund loans by employees affected by the epidemic will not be taken as a default.
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Tax Policies in Support of Prevention and Control of 2019-nCov Outbreak Announced
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The Ministry of Finance ("MOF") and the State Taxation Administration ("STA") have recently issued the Announcement on Tax
Policies in Support of Prevention and Control of the Pneumonia Outbreak Caused by Novel Coronavirus, the Announcement on
the Tax Policy for Donations in Support of Prevention and Control of the Pneumonia Outbreak Caused by Novel Coronavirus
and the Announcement on the Individual Income Tax Policy for Prevention and Control of the Pneumonia Outbreak Caused by
Novel Coronavirus (collectively the "Announcement"), all of which shall retrospectively take effect from January 1, 2020 till the
date to be announced separately depending on developments in the epidemic situation.
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Tax Policies in Support of Prevention and Control of 2019-nCov Outbreak Announced (con’t)
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The Announcement reads that:

1) The costs of relevant equipment newly purchased for capacity expansion by enterprises that manufacture key supplies
indispensable for prevention and control of the pneumonia outbreak could be counted, on a lump-sum basis, into the costs
and expenses for the current period and are deductible before the calculation of enterprise income tax.

2) Enterprises that manufacture key supplies indispensable for prevention and control of the pneumonia outbreak may file
applications with the competent tax authorities, on a monthly basis, for a refund of all incremental tax credits of value-added
tax (VAT).

3) The income obtained by taxpayers from transportation of key supplies indispensable for prevention and control of the
pneumonia outbreak will be exempt from VAT.

4) The losses incurred in 2020 by enterprises engaged in those industries getting into difficulty as a result of the epidemic may
be carried forward for a period of up to eight years, instead of the previous five years.

5) The income obtained by taxpayers from the provision of public transportation services and daily life services and from the
provision of express delivery services for daily necessities of residents will be exempt from VAT.

Meanwhile, three authorities including the Ministry of Finance ("MOF") have jointly issued the Announcement on the Tax
Exemption Policy for Imported Supplies for Prevention and Control of the Pneumonia Outbreak Caused by Novel Coronavirus,
which states that from January 1 till March 31, 2020, more preferential import tax policy in four aspects will be implemented.
Specifically, first, the scope of imported supplies exempted from taxes and the scope of taxpayers entitled to the exemption, as
specified in the Interim Measures for Exemption of Customs Duties on Charitable Donations, are broadened appropriately, as
such, imported supplies that are donated for prevention and control of the pneumonia outbreak will be exempted from import
tariffs and value-added tax and consumption tax in the import process. Second, supplies that are imported as organized by health
authorities for direct consumption in preventing and controlling the pneumonia outbreak will be exempted from import tariffs.
Third, the amount of taxes on imported supplies that are exemptible, if already charged, will be refunded. And fourth, imported
supplies eligible for the tax exemption policy may be released first after registration, and the importers may go through the
relevant formalities as required.
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Registration System for Corporate Bond Issuance Kicks in
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Registration System for Corporate Bond Issuance Kicks in
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The National Development and Reform Commission ("NDRC")
issued the Circular on Matters Concerning the Implementation of
the Registration System for Corporate Bond Issuance (the
"Circular") on March 1, 2019.

The Circular touches upon contents in six aspects as follows: 1.
regulating corporate bond issuance through the registration
system; 2. stipulating the conditions for issuing corporate bonds;
3. intensifying the information disclosure requirements and the
responsibilities of intermediary agencies; 4. urging provincial
development and reform commissions to fulfill their regulatory
duties; 5. improving coordination and collaboration with relevant
departments; and 6. ensuring a smooth transition from the old
system to the new one. Among others, the Circular clearly states
that issuance of corporate bonds will be subject to the registration
system, instead of the previous examination and approval
system. The NDRC is the statutory registry in charge of
registration of corporate bonds, and issuance of corporate bonds
should be registered with the NDRC in accordance with law. In
addition, the Circular clarifies that a corporate bond issuer shall
meet certain conditions, including having a complete and well-
functioning organizational structure and the average distributable
profits of the most recent three years being sufficient to cover the
one-year interest accrued on corporate bonds. Moreover, the
Circular requires that the information-disclosure-centered
regulatory philosophy for the registration regime shall be
established, and makes it clear that corporate bond issuers are
the parties held primarily responsible for information disclosures.

On January 15, 2020, China and the US signed the Economic
and Trade Agreement between the People's Republic of China
and the United States of America (the "Agreement") in
Washington D.C., and the Chinese and English texts of the
signed Agreement are hereby released. Major contents of the
Agreement include: 1. deepening two-way trade cooperation by
expanding each other's trade scale in agricultural products,
manufactured goods, energy, and service sector; 2. further
easing limits on market access, including expanding two-way
opening up in the financial sector; 3. continuing to improve
business climate, as both sides have pledged better intellectual
property protection and encouragement to technical cooperation

on a voluntary basis and based on market conditions, to better
promote fair competition and vitalize market players to pursue
innovation and development. Meanwhile, both sides will establish
the Bilateral Evaluation and Dispute Resolution Arrangement, to
resolve their economic and trade disputes in a timely and
effective manner.
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State Council's Customs Tariff Commission Publishes Tariff Schedule for Imports and Exports (2020)
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The Customs Tariff Commission of the State Council issued the
Tariff Schedule of the People's Republic of China for Imports and
Exports (2020) (the "Tariff Schedule"), with effect from January 1,
2020.

The taxable items of imports and exports, specified in the latest
Tariff Schedule, remain the same as those in the 2019 edition,
without any change. But the most-favored-nation (MFN) tariff
rates, provisional tariff rates for imports, conventional tariff rates,
and preferential tariff rates, set out in the Tariff Schedule, are
adjusted on the basis of the 2019 edition, pursuant to the Circular
of the Customs Tariff Commission of the State Council on the

Plan for Adjustments to Provisional Tariff Rates for Imports and
Other Tax Rates. Except for the taxable items and applicable
rates specified in the Tariff Schedule, if any other provisions
regarding extra tariff items for imports and exports and
adjustments to the applicable tariff rates are otherwise provided
in laws and administrative regulations, such provisions shall
prevail. As an integral part of the Regulations of the People's
Republic of China on Import and Export Duties, the Tariff
Schedule covers the tariff items for imports and exports, tariff
rates and classification rules, determined as per national tariff
policies and relevant international conventions and is used by
customs authorities as the basis to calculate and levy tariffs.

China-New Zealand Agreement for the Elimination of Double Taxation and the Protocol Thereto Come into Force
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The State Taxation Administration ("STA") has recently issued
the texts of Agreement between the Government of the People's
Republic of China and the Government of New Zealand for the
Elimination of Double Taxation with respect to Taxes on Income
and the Prevention of Tax Evasion and Avoidance (the
"Agreement") and the protocol thereto, both of which apply to the
taxes withheld at source in respect of amounts paid on January
1, 2020 or thereafter, and other taxes for any taxable year
beginning on or after January 1, 2020.

The main articles of the Agreement and the protocol thereto
touch upon nine aspects, such as persons covered, taxes
covered, and dividends. The Agreement and its protocol apply, in
China, to the individual income tax and the enterprise income tax,
and, in New Zealand, to the income tax. According to the
Agreement and the protocol thereto, dividends paid by a
company which is a resident of a contracting state to a resident of
the other contracting state may be taxed in that other state.
However, if the beneficial owner of the dividends is a resident of
the other contracting state, the tax so charged shall not exceed
5% of the gross amount of the dividends if the beneficial owner is
a company which holds directly at least 25% of the capital of the
company paying the dividends, and shall not exceed 15% of the
gross amount of the dividends in all other cases.
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MOF Enacts and Releases Interim Provisions on Accounting Treatment for Carbon Emission Right Trading

The Ministry of Finance ("MOF") has recently issued the Interim

WMEEEIR (R BEXSITEESTNE) (T Provisions on Accounting Treatment for Carbon Emission Right
rGIEY ) |, 8202081 81 BEET. Trading (the "Provisions"), with effect from January 1, 2020.

The Provisions deal with the scope of application, accounting
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RSBV AT E “1489 BREFFINGET" #1E, &ZEEd accounting entry. Moreover, the Provisions clearly state that a
MIAS AV HRS, BXEWEESY Bk key carbon emission enterprise shall establish the accounting
; R ek : item "1489 Carbon Emission Right Assets" for the carbon
BV SNGHFRECE" SPURERZ, BRI e emission quota it obtains by purchase. How to deal with the

R ERIEE ‘BTN ERER" S(EA, accounting entries under four different circumstances, e.g.
"where a key carbon emission enterprise purchases the carbon
emission quota from another party”, are clarified. And key carbon
emission enterprises are required to disclose in the notes
annexed to the financial statements such information as "details

about the source of the carbon emission quota"”.
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