NEWSLETTER
2021 2ND

QUARTER
20214 Z ¥ BT

hlibgreaterchina.com/insights
TOGETHER WE MAKE IT HAPPEN

[ 55 e S B2 5 5im5 0 26 H 57 AT E S5 Be s 55 i, BBt — 20 SORp Ml . ARG P 247 IR AR S (4 i

SR, ARG A EE PRI SR SR . R IR SRR AN R . AMAE TR P S B GRS 5 S RE AR, TR
HRIBE . IR A BG5S ML, HE T B A BE IS BTAK . W TOR R I SR IR LA A6 A, s A SRR .

TR Z AR BN . AR IR P RO b BRI B o SCRE R Aok B i FE AT ML B R R S T I
51 NRE bR W R E SR AR BN AN P I E U, O R AR A . ST BUE A MR R SEAT . SORF S R L /Bl
Ay AMETR g TR R AN . RS T G BRI RSB B SR P e A A S LA

TORGER b (R AERRAY, ZEINSRINBL SR T I KD I, I R BT MR A, HERE 5 0 58 o AR RIS AEAT e HRVE™ 75 B b Tk Rk
SCHEZEW P BOERE RS S MRS B2 BB E 33 55T R I A TT IR .

SRR AL . R R AT IS AR, R RW AR AL, WEEREREAL . ORGSR T B RS SR L 5 E S
FIBORANE R . IRAAHERE S BWT . RN IE S84 0%, R A A LA AL I A M D9 36 o5 77 37 00 A0 oAb I L ARAN W8S S8 47
B A AELSCREL TR IR, O EEAGRBRESLR, HESD ARG P R RGN RS IAL LR, TBOTAE AL 2 R0 7 AR R A, R
R RN GNP

China will extend more support to micro and small enterprises (MSEs) and self-employed individuals to help them overcome difficulties and grow their business,
the State Council’s executive meeting chaired by Premier Li Kegiang decided on May 26.

Inclusive finance in support of MSEs and self-employed individuals will be enhanced. Financial institutions will be encouraged to expand credit loans, first-time
loans, medium- and long-term loans and loan renewals without principal repayment, and to promote the pay-as-you-go lending model. The shortening of the
maturity of commercial acceptance bills from one year to six months will be contemplated in order to ease enterprises’ pressure of outstanding payments.

Multi-pronged measures will be taken to help MSEs and self-employed individuals cope with the price rally of raw materials in upstream industries. Large
enterprises will be supported to set up platforms to match supply with demand across industrial chains in key sectors. Market-oriented approaches will be applied
to guide upstream and downstream links of supply chains to keep raw material supply stable and coordinate production and sales, thus ensuring supply and price
stability. Irregularities such as hoarding and price gouging will be combated. Sub-national governments will be supported in providing MSEs and self-employed
individuals with job retention subsidies. Internet platforms will be encouraged to lower excessive charges and commissions, as well as the ratio of commissions
and promotion fees for new businesses.

Impartial oversight will be strengthened. The mechanism of fair competition review will be strictly implemented to see that all market entities are treated as equals.
Discriminatory policies and regulations that hinder market entities’ participation in economic activity will be overhauled and repealed.

The meeting urged stronger law enforcement against monopoly and unfair competition. Malicious subsidies and below-cost dumping by advantageously-
positioned companies to seize more market share will be investigated and tackled under the law. Arbitrary charges and unwarranted fines will be overhauled.
Backstop measures will be taken to meet basic living needs. Efforts will be made toward covering self-employed individuals and flexibly employed people with
social insurance schemes, and household registration restrictions will be lifted to allow workers to enroll in these schemes where they work. Trials will be made to
include flexibly employed people in the workplace safety insurance scheme.
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The National Development and Reform Commission ("NDRC") and the Ministry of Commerce ("MOFCOM") have jointly issued the Measures for the Security
Review of Foreign Investment (the "Measures"), with effect from January 18, 2021.

The Measures, consisting of 23 articles, mainly specify the following content: 1. the agency responsible for foreign investment security review; 2. the
scope of foreign investment security review; 3. the declaration mechanism for foreign investment security review; 4. the procedures and time limit for
foreign investment security review; 5. the implementation of the decision on foreign investment security review; and 6. punishments on violations.

The Measures clarify that the security review shall be carried out on the foreign investment in the following scope: investment in the military industrial, military
related and other fields relating to the national defense security as well as in the peripheral areas of military installations and military industrial installations;
investment in the fields related to the national security such as important agricultural products, important energy and resources, major equipment manufacturing,
important infrastructures, importanttransportation services, important cultural products and services, important information technology and internet products and
services, important financial services, key technologies and so on, with an actual control over the investee obtained.
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The Ministry of Finance ("MOF") and the State Taxation Administration ("STA") have jointly distributed the Announcement on Clarifying the Value-added Tax
Exemption Policy for Small-scale Value-added Taxpayers (the "Announcement") and then the STA has issued the Announcement on Issues concerning the Tax
Collection and Administration in Providing Value-added Tax Exemption for Small-scale Taxpayers.

The Announcement stipulates that, to further support the development of small and micro enterprises, the value-added tax exemption policy for small-scale
value-added taxpayers is hereby announced as follows: from April 1, 2021 to December 31, 2022, small-scale value-added taxpayers with monthly sales amount
below CNY 150,000 (inclusive) will be exempted from value-added tax. Article 1 in the Circular of the Ministry of Finance and the State Taxation Administration on
Implementing the Policy on Inclusive Tax Reliefs for Small and Micro Enterprises will be repealed simultaneously.
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The State Taxation Administration ("STA") has released the Administrative Measures
forthe Refund of Value-added Taxforthe 2022 Beijing Olympic and Paralympic Winter
Games and Their Test Events (the "Measures") forimplementation from July 1,2021.

As specified in the Measures, with respect to the expenditures made by the
International Olympic Committee, the International Paralympic Committee
and their associated entities from June 1, 2019 to December 31, 2022 for
procurement of goods or service on the designated list for the purpose of
conducting their work related to the 2022 Beijing Olympic and Paralympic Winter
Games and their test events, an application for refund of the value-added tax
thereon incurring within the territory of China may be filed in accordance with
the Measures. The Measures also make clear that the application period for
such refund shall start from July 1, 2021 and end on March 31, 2023. Where an
entity applying for refund submits complete application materials and provides
relevant information as required, the Beijing Municipal Tax Service of the STA
shall accept its application; where it fails to do so, a one-time notice will be
given, and the application may be accepted upon its supplement or correction.

Recently, the State Taxation Administration ("STA") has issued the
Announcement on Relevant Matters concerning Simplifying and Optimizing Tax
Filing (the "Announcement”).

According to the Announcement, from June 1, 2021, when filing for and paying
one or multiple types of tax in urban land use tax, real estate tax, vehicle and
vessel tax, stamp duty, cultivated land occupation tax, resource tax, land value
increment tax, deed tax, environmental protection tax and tobacco tax, the
taxpayer shall use the Property and Behavior Tax Returns Form. In case of tax
source addition or change, the taxpayer shall first fill out and submit the
Breakdown Sheet of Tax Sources for Property and Behavior Tax. Meanwhile, the
Announcement stipulates that from May 1, 2021, a pilot program, in which tax
returns for valueadded tax and consumption tax will be, respectively, integrated
with those for urban maintenance and construction tax, education surcharge
and local educational surcharge, will be carried out in Hainan Province,

Shaanxi Province, Dalian City and Xiamen City, and the Value-Added Tax And
Surcharge Returns (for General Taxpayer) and schedules thereto, as well as the
Consumption Tax And Surcharge Returns and other documents will be adopted.
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Three departments including the State Taxation Administration ("STA")
have jointly issued the Announcement on Several Issues concerning the
Implementation of the Income Tax Policies for Third-party Enterprises Engaging
in Pollution Prevention and Control for implementation from June 1, 2021.

The Announcement touches upon three aspects: (1) optimizing the methods for
handling various matters; (2) mainly retaining the materials for future reference; (3)
carrying out relevant follow-up management. Among others, the Announcement
clarifies that a third-party enterprise engaging in pollution prevention and control who
enjoys preferential policy as per the Announcement on Issues concerning Enterprise
Income Tax Policies for Third-party Enterprises Engaging in Pollution Prevention and
Control shall mainly retain six types of materials for future reference, including the
statements proving that the enterprise has operated the facilities for the prevention and
control of environmental pollution consecutively for more than one year, the contracts
related to the operation of the said prevention and control facilities, the proof of
income; the statements indicating the annual operating revenue, total
revenue and proportion for its operation service related to the said facilities.

Recently, the General Office of the Central Committee of the Communist Party
of China ("CPC") and the General Office of the State Council have distributed
the Opinions on Further Deepening the Tax Collection Reform (the "Opinions").

The Opinions envision that, by 2025, the tax collection reform will yield significant
results, taxation service with powerful and intelligent functions will be basically
established, an intelligent administrative application system that is top class
throughout the country will be built, and the taxation enforcement, service and
regulation capability will be raised in all aspects. To this end, the Opinions set
out several main tasks, such as fully promoting the digitalization upgrade and
intelligence transformation for tax collection and constantly improving the system
and mechanism for taxation enforcement. Among others, the Opinions require
deepening the sharing and application of tax-related big data, exploring the
application of block chain technology in social insurance charges collection, real
estate transaction, real property registration and other areas, and further expanding
and promoting its application in tax-related or fee-related information sharing. The
Opinions also clarify the need to revise tax collection and administration law, anti-money
laundering law, administrative measures for invoice, and other laws and regulations.
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"Draft for Comment") to solicit public comments by June 10, 2021.
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register such information, and establish archives in accordance with the
law. Such information shall be verified and updated once every six months.
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with those of the SAMR; for operators who have entered into the platform for
business operation but have not gone through market entity
registration, e-commerce platform operators may apply for
market entity registration on their behalf upon consent from them.
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