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A Bk, BEREWARBUT, EEBESHZE. & EEI:

To the people’s governments at the provincial level, the people’s governments of autonomous
regions and municipalities directly under the State Council, the ministries, and the institutions
directly under the State Council
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The PRC Enterprise Income Tax Law (referred to as the “EIT Law” hereafter) and the
Implementation Regulations of the PRC Enterprise Income Tax Law (referred to as the
Implementation Regulations hereafter) will take effect on January 1, 2008. In accordance with
Article 57 of the EIT Law, the State Council gives notice on the issues of grandfathering
preferential policies under the EIT Law as below:
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1. Provisions relating to grandfathering tax preferential treatment for enterprises of which the
incorporation have been approved before the promulgation of the EIT law
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The tax preferential policies that enterprises have been enjoying in accordance with the old
income tax law, regulations and the documents announced under the legal authority of the State
Council shall be grandfathered and implemented in the following way:

H 2008 4F 1 H 1 Hilt, JREZBRIEBER Y, EFBULHAITE 5 FREL T
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As from 1* January 2008, the enterprises that have enjoyed preferential tax rates shall be taxed
at rates to be increased from the current rate to the full rate under the EIT law within a period of 5
years. Among others, the enterprises that have been taxed at 15% currently shall be taxed at 18% in
2008, 20% in 2009, 22% in 2002, 24% in 2011 and 25% in 2012; the enterprises that have been
taxed at 24% under the old income tax law shall be taxed at 25% as from 2008.
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As from 1* January 2008, the enterprises that have been granted “two plus three” and “five
plus five” tax concessions shall continue to enjoy the tax concessions until the expiry day in
accordance with the tax preferences under the old income tax law, regulations and relevant
provisions. Where the tax preferences have not been granted due to the fact that the enterprises have
not made any profits, the tax preferential period shall commence as from 2008.
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The enterprises, to which the tax preferential policies apply during the transitional period, refer
to those enterprises that have obtained the business registrations at the local office of State
Administration of Industry and Commerce before 16™ March 2007. The scope and items to which

the grandfathering preferential policies apply are set out in the “List of Grandfathering Preferential
Policies for the Implementation of the PRC EIT Law (See attached list)”.
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2. Continuing the tax preferential policies in the grand development of China’s Western region
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The tax preferential policies for the grand development of the Western regions shall be
continued in accordance with the “Notice of the Issues on Tax Preferential Policies for the Grand
Development of Western Regions by the Ministry of Finance, the State Administration of Taxation
and the General Administration of Customs” jointly issued under document Cai Shui (2001) 202 by
the Ministry of Finance, the State Administration of Taxation and the General Administration of
Customs in accordance with the spirit of the State Council documents that implement the grand
development of the Western regions.
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3. Other Provisions on the Implementation of Grandfathering Tax Preferential Policies for
enterprises
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The enterprises to which the grandfathering income tax preferential policies apply shall
compute the taxable income in accordance with the rules of the EIT Law and the Implementation
Regulations, and compute the tax preferences in accordance with part one under this notice.
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The enterprises can choose the more favorable preferential policies where the there exist any
intersections between the grandfathering preferential policies and the preferential policies as
provided under the new EIT Law and Implementation Regulations, except that the enterprises shall
not receive duplicate preferences. After the enterprise has made the choice, no change is allowed.
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Appendix: List of Grandfathering Preferential Policies for the Implementation of the PRC EIT

Law
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Appendix: List of Grandfathering Preferential Policies for the Implementation of the PRC EIT Law

5 X # &%
Items Title of Documents

HRBORA A

Relevant contents

(e N ERACANE SR BB ARV AT SR Al By
(STRFYNC TR e e
1 |Clause 1, article 7, PRC Tax Law for
Foreign Investment Enterprises (FIE) and
foreign enterprises (FE)

BAEG B X AN B AL AR BRI B . 3
Jit AR = G (A AR AE 6 B R TF R IX () 4R
PEYEAN R A, IR 15%IBLR A A T
The FIE set up in special economic zones (the
SEZ), The FE that set up organizations and
place of business to carry on production and
operations in the SEZ and the production-type
FIE set up in economic and technology
development zones, shall be taxed at 15%.

(e N RILANE A1 i £ 55 Ak A [ Al BT
IR SRS =K
2 | Clause 3, article 7, PRC Tax Law for
Foreign Investment Enterprises (FIE) and
foreign enterprises (FE)

BAEH AT I MZTREX . 25 HARTE R X ITESk
PR3 T DX BT B [ 45 e M F A DX ) S 5 0 A
Ab, R FAEIE . AT WE I A SkEiEr B 5 1 A 15
H, rEAdE 15% B R AR AL T3 .

The FIE set up in coastal economic open zone,
the old urban district of the cities where coastal
economic open zones, special economic zones,
and economic technology and development
zones are located, and engaged in projects
relating to energy, transportation, ports, and
wharfs, or projects that are encouraged by the
state, are taxed at a reduced rate of 15%.

(e AR ILANE A1 i £ 55 Ak A [ Al BT
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3 |Proviso 1, clause 1, article 73, PRC Tax
Law for Foreign Investment Enterprises
(FIE) and foreign enterprises (FE)

TENTIFAE TS M GERF X PRI R X I e gk
(¥ 2 T X BE S (KR S0 2 AR e Aol T BA
T2 1% BRAER AN ITABE: HORB . AR
TH s AMRHETEAE 3000 J73T0AE, [R5 I AR
WiH s fedR. A W CHBIE .
Production-type FIE’s set up in the old urban
cities where the coastal economic open zones,
special economic zones, and economic
technology and development zones are located,
and engaged in the following: technology and
capital intensive projects; projects with foreign
investment amounting to more than USD 30
million with long pay-back periods; and




construction projects for energy resource,
transportation and ports, are taxed at a reduced
rate of 15%.

(G R SPNENP A S ESP A K o 1 P N ES R 4
(SR Rr RN TENVIIDIE s wie W’ S U/ R U
Proviso 2, clause 1, article 73, PRC Tax
Law for Foreign Investment Enterprises
(FIE) and foreign enterprises (FE)

ML, Sk B A ot
(KB AR AW AL TS L
Sino-foreign equity joint venture enterprises
that are engaged in the construction projects for
port and wharfs, shall be taxed at reduced rate
of 15%

b, FTLLYEAZ 15%

(A N ERICANE SR BB ARV A SR E Al By
(SR RrS i TEAVIIDEE e wie g S S/ AU
Proviso 4, clause 1, article 73, PRC Tax
Law for Foreign Investment Enterprises
(FIE) and foreign enterprises (FE)

TE LR AR X B L A P MRS R BT Al LR AL
Yy WL Bk AR, SRR, AR H A
PR A, T LR 15% B AE AL T AR .

FIEs of a production nature set up in Shanghai
Pudong New Area and FIE’s engaged in
projects for airports, sea ports, railways,
highways, power stations and transportation are
taxed at a reduced rate of 15%.

[ 45 Be ok T Bgsh mate . REHE . URYIAE
TN Ahy KIES TN JZTRIG. 5K
WML TR TG RN alisk. BRifE.
GYNEEHORBIX R (e (1991) 26 5.
Heg (1991) 32 5. ek (1992) 43 5. [HpK
(1992) 44 5. [ (1992) 148 5. [HH
(1992) 150 5. [Epg (1992) 159 5. [HE&
(1992) 179 5. [EpE (1992) 180 5. [Hi&
(1992) 181 5. [Hpg (1993) 3 55%)
Written confirmation from the State
Council on Waigaoqiao in Shanghai,
Tijian port, Futian Shenzhen, Shatoujiao
Shenzhen, Dalian, Guangzhou, Xiangyu
Xiamen, Zhangjiagang, Haikou, Qingdao,
Ningbo, Fuzhou, Shantou, Zhuhai,
Yantian Shenzhen Free Trade Zone (Guo
Han [1991] 26, [1991] 32, [1992] 43,
[1992] 44, [1992] 148, [1992] 150, [1992]
159, [1992]179, [1992] 180, [1992] 181,
[1993] 3, etc)

PR AN R A, kA% 15% B SRAE AL T A B
Production-type FIE shall be taxed at reduced
rate of 15%.

CEL 28 Bt DG 170 i 4 Vil b X 15
XY  C(EE (1989) 35 %5)
Written confirmation from the State
Council on the establishment of
Taiwanese investment zone in coastal
areas in Fujian province

DASNGES 473

JE B R X BRI B R A, IRAR 15%B AL
WA AL AN & BB IX B A F’i? 7t
Ak, WA 15%BLRAEM ANV AL, APt G YA

b, A% 249 B AR A AL TR -

Taiwanese investment enterprises set up in the
Taiwanese invested zones in Xiamen are taxed
at a reduced rate of 15%. Production-type
Taiwanese investment enterprises set up in
Fuzhou Taiwanese investment zones are taxed
at reduced rate of 15%; non-production type
Taiwanese investment enterprises set up in
Fuzhou Taiwanese investment zone are taxed at
24%.




[ 45 B K T2 — DX AN 72 R, 3
A KILZIRE T . At &3k i 1 %0
([ (1992) 62 5. HEpE (1992) 93 %=,
PR(1993) 19 5. [E& (1994) 92 5. [HEK
(1995) 16 %)

Notices of the State Council on further

Aoe CERF) R S L IF el i AR 500 H 27k
SRt Al A% 16% I BERAEN AL AR BORE AR,
SRR s AMRTHEERAE 3000 J736 0L b, [l
LI . ARJE. ACE. W H .
Production-type FIE’s set up in the provincial
capital (the capital in the autonomous region)

and open cities along the Yangtze river are

g |openingup of Nanning, Chongqlng, ) taxed at a reduced rate of 15% if they are
Huangshi, the Yangtze River Economic engaged in the following: technology and
Open Zone whe'r“e the three gorges are capital intensive projects; projects with foreign
located, and Beijing (Guo Han [1992] 62, investment amounting to more than USD 30
[1992]93, [1993] 19, [1994] 92, [1995] | 1ition with long pay-back periods; and
16) construction projects for energy resource,

transportation and ports.
CHE 25 Bt 9% 1 T A atise I3 M b el DX A 56 ) R
L) (B (1994) 9°5) 2PN oMb A DX B F A= PSR R4 il R 15
Written confirmation from the State FAEWL AN TG o

9 |Council on Issues relating to the The production-type FIEs set up in Suzhou
Development and Construction of the Industrial Park shall be taxed at 15% reduced
Suzhou Industrial Park (Guo Han [1994] |rate.

9)
H 1999 45 1 5 1 T, KA seBiidseiian st + =%
s A A o N TEAR > by 2R3 ML
SR B H B R G HIVE R D | e oz 4
<_77i (1999) 13 5 ) As from 1% January 1999, the scope of the 15%
Notice from the State Council on the income tax rate concession for the FIE engaged

10 |expansion of the application scope of tax | i, energy, transportation, the construction of
preferential treatments relating to projects | pggic infrastructure in accordance with item 3,
of energy, transportation and basic proviso one of clause one of Article 73 of the
infrastructure carried out by FIE (Guo Fa |1 plementation Regulations of the old income
[1999] 13) tax law, was extended to cover the whole

nation.
(TRABZTRX G (1980 48 1 26 H
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11 Regulations on Speglal Economic Z.OHGS The enterprises set up in Shenzhen, Zhuhai, and
of Guangdqng Province, app roved in 1':he Shantou special economic zones are taxed at
fifteen session of the Standing Committee 15%
of the Fifth Provincial People’s Congress '
on 26" August 1980

O 8 % TR T 12 PR R IX )
( (80) [Hp7 88 5)
Writtep conﬁrmati'on' from thg State 11 X T A B ST
12 Council on the Building of Xiamen Income tax in Xiamen special economic zone is

Special Economic Zone in Fujian
province, State Council document [80]
Guo Han Zi 88

levied at 15%.




CIEl 48 Bt o T S 2 b v 2 ) R 0 )
(% (1988) 26 &)

LEHE G B 28I Al (R REATRURR AR BRAN) , T
PP B PTSBAIAR TR, 4 15% I BLAAE A
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The enterprises that derive income from

13 | Provisions of the State Council on the production, business operation and other
Encouragement of Investment and activities (except for State owned banks and
Development of Hainan province insurance companies) shall be taxed at reduced

rate of 15%.
BRI G I M TR X . 5F BORTF R X T E
T T DX AP PSR R BEBE A, s 24% 1B R AR
QNS S EPN S o [ T N 47 K e s
ABUE) BBBAH K The income tax on FIE of a production nature

14 |Clause 2, Article 7, PRC Tax Law for established in coastal economic open zones or
Foreign Investment Enterprises (FIE) and |in the old urban districts of cities where the
foreign enterprises (FE) Special Economic Zones or the Economic and

Technological Development Zones are located,
shall be levied at the reduced rate of 24 %.
Eg 2y s o [ 52 e i B AR 5 ] B
oo IO e e skt o, e 2B
Notice of the State Council on the issue of \“/‘FM%M’. . .

15 . . ) Foreign investment enterprises set up in the
Running National Holiday Resorts on a National Holiday Resorts are taxed at a reduced
Trail Basis ([1992] 46) ationat Holiday 4

rate of 24%.
[ 55 e 5 Tk — RST8] B A
R e R AR T A 1 e T A 5
P e A AT  PEAN L ol k2B
o o Ak BT A3

16 (1992) 62 . W& (1992) 94 5) Production-type foreign investment enterprises

Notice of the State Council on the Further . =,
. i e ! set up in coast open cities are taxed at a reduced

Opening up of Frontier Cities including rate of 24%

Heihe, Yining, Pingyang, and Erlianhoute, '

etc.
SOVFFRREL R, WD FREN. WE T (L BD fER
BRI (B BD XIpUBAR A EX, WHlBEs B

L , o . PR DU FG SR AR IR, Bekdg 24% B %
CHE Bk Tk XM 7 BT A | 4rug.

SERFSR LA A (- (1992) 62 | Allowing the five cities (counties or towns)

17 ) ) ] | Ping Chang, Dong Xing, Wan Ding, Rui Li, He
Notice of the State Council on the opening | g oy to set up frontier economic cooperative
of five frog‘uer towns including Nanning | ;ones where they have the condition to do so.
and Kunming (Guo Han [1992] 62) The domestically funded enterprises that carry

out productions are taxed at a reduced rate of
24%.
[ 2% Bt ok T — A AT IR 7. EK, B Ao CHIF) ST S TFOm B2 7 P A b R B9 A
Fiv KITZBRERI . JERCP i | W 2OV LTT L.
(HEEE (1992) 62 2. [Hpg (1992) 93 =, |Production-type Foreign investment enterprises
18 |E& (1993) 19 5. EpE (1994) 92 5. [Hpg |set up in provincial capitals (capitals in the

(1995) 16 5)
Notice of the State Council on the further
opening up of Nanning, Chongqing,

autonomous regions) and open cities along side
the Yangtze rivers are taxed at reduced rate of
24%.




Huangshi, the economic open zones
surrounding the three gorges, and Beijing
(Guo Han [1992] 62, [1992] 93, Guo Han
[1993] 19, [1994] 92, [1995] 16)
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AT DRSS SO DR o 1 s o5 (1o 141 G T ke o
B TR AE A TR

Production-type FIEs with an operating period

19 |Clause 1, article 8, PRC Tax Law for
Foreign Investment Enterprises (FIE) and |over 10 years are eligible for tax exemption in
foreign enterprises (FE) the first two years and a 50% tax reduction in
the following three years.
N DTSR B K A e A, B ME 16 4
Ll gl i, Frethis. Aax. HiEmikiss
WAL, ATFAESRFI AR TR, 5545 258 TUAE S il A
METABL, N R AR AR AT A L
Sino-foreign equity joint venture enterprises
(e NSRS vy B0 Al ANSME VBT | that carry on the construction of ports and
(REEACERCEVIDEE (e v R F S 1€ T wharfs with an operating period over 15 years
Proviso 1, clause 1, article 75, are eligible for tax exemption in the first to fifth
20 |Implementation Regulations of the PRC | year and a 50% tax reduction in the sixth to
Tax Law for Foreign Investment tenth year commencing from the first profit-
Enterprises (FIE) and foreign enterprises making year, subject to the submission of
(FE) application by the enterprises and the approval
from the tax authorities at the provincial level,
in the autonomous region or municipalities
directly under the Central People’s
Government.
TEMFFI A PP X B MG L . W k. BRitk. &
By i BEDTL KORIAEELA B H KM R A A
WA TT R E SR BT A, 2B WITE 15 4L 1
), el G, WA B HLICHEHE,  WIFARERI 4
JElE, SRS AR ITIBL, HANEERE
Crpe N RSL AN E A BB R B AEET | s AE e BT3B .
FIBUESE AN S-E+ 145 3%~ | The FIE’s set up in Hainan special economic
Proviso 2, clause 1, article 75, zone engaged in the construction of airport, sea
21 Implementation Regulations of the PRC port, railway, highway, power station, energy
Tax Law for Foreign Investment resource and transportation facility and
Enterprises (FIE) and foreign enterprises | development and operations in agriculture with
(FE) an operating period over 15 years, are eligible
for tax exemption in the first to fifth years and a
50% tax reduction in the sixth to tenth years,
subject to the application by the enterprises and
the approval from the tax authority in Hainan.
6 EMEI AR B X VLI MG L . W Bk, ARk,
RBLASHAN) BLV T =BT\ mggrpncie, s B0 HERE LR, FARE
22 |Proviso 3, clause 1, article 75, AR A B

Implementation Regulations of the PRC
Tax Law for Foreign Investment
Enterprises (FIE) and foreign enterprises

The FIE’s set up in Shanghai Pudong New
Area engaged in the construction of airport, sea
port, railway, highway, power station, energy




(FE)

resource and transportation facility with an
operating period over 15 years, are eligible for
tax exemption in the first to fifth years and a
50% tax reduction in the sixth to tenth years,
subject to the application by the enterprises and
the approval from the tax authority in Shanghai.

(e N BRI ] A1 7 $5 98 Al A Ak il B
PIBITES AN Y BB AR S — KA DY I
Proviso 4, clause 1, article 75,

TELEBERE X B [ NSRS PEAT L AT B Bt A, A
Bt 500 o0, LEWIEHELL R, 24l

W, SV BSOS, WIFIRIARIMAE R,
ERAEAMEITARBE, 5 AR AR AR A T A
Bl

The FIE’s set up in special economic zones (the
SEZ) engaged in the provision of services with

23 Implementation Regulations of the PRC foreigr} invest'ment over USD 5 millign and an
Tax Law for Foreign Investment operating pgrlod of over 10 years, enjoy tax
Enterprises (FIE) and foreign enterprises exemppog in thg first year and receive a 50%
(FE) reduction in tax in the second and third year,
commencing from the first profit-making year,
subject to the application by the enterprises and
the approval from the tax authority in the SEZ.
T 55 et 5 1A 1R K i B AR M TR X BESE A 2
R AN A R B A, 2B TR L
(¥, 2ol R, YIS HLOHE, MITURSRA 4B
A, AR AR AR TR
(it N IR bR BBt Ak AMANE LT | The Sino-foreign equity joint venture

ﬁ‘ﬁffiﬁﬁéﬂﬂ Wy %’tfﬂ% NI enterprises set up in national new and high

24 Proviso 6, clguse 1, artlc'le 75, technology industry development zone and
Implementation Regulations of the PRC | getting certified as new and high technology
Tax Law for Foreign Investment enterprises with an operating period of over 10
Enterprises (FIE) and foreign enterprises | year, are exempted from income tax for two
(FE) years commencing from the first profit-making

year, subject to the approval from the tax
authority in charge.
BAEALHTT AT I RARI X (KA Bt all, i
(A N IRACANE 1R BEBE ANV ASMEANEET | A6t B A IR AR5 X B 2 AT o
(SR TRr i TEAVIIDEE e wie p TS S EVANL RHRBE X AR AN B TP RS, =45 S AE BT
(ES BT Abstmi g A IR RIS X | Ble LAbnth AR BUSRE I HEHE, SBP0EN4E Al
BATLA) (i) (HER (1988) 74 ) 15%58, 10%FIBLER, YA 8.
Proviso 6, clause 1, article 75, The FIE set up in Beijing New Technology and
Implementation Regulations of the PRC Economic Development Trial Zones shall
o5 | Tax Law for Foreign Investment follow the tax preferential policies for Beijing

Enterprises (FIE) and foreign enterprises
(FE)

Written confirmation of the State Council
concerning the Tentative Regulations for
Beijing New Technology and Economic
Development Trial Zones (Guo Han
[1998] 74)

New Technology and Economic Development
Trial Zones.

The enterprises set up in the trial zone are
exempted from income tax from the date of
incorporation. Upon obtaining the approval
from the designated department of the Beijing
People’s Government, the enterprises are taxed




at a reduced rate of either 15% or 10% in the
fourth to sixth tax year.

26

Ch A N RN Ay BT B AT 4491 2\
i
Clause 1 of article 8, the Tentative
Regulations on Enterprise Income Tax of
the PRC

e S F RN 5l 1y B VR T T A, 2048 BN IRBURE
HEAESEAT 52 W B R e B, I BT IR AR L 5
G

The enterprises set up in national autonomous
areas that receive care and encouragement from
the state, are entitled to tax reduction or
exemption, subject to the approval from the
provincial government. The grandfathering
preferential period shall not exceed 5 years.

27

28

29

KR 55 e 2% A B2 O e g 5 (K R )
([E% (1988) 26 5)

The Regulations on the Encouragement of
Investing and developing Hainan province
(Guo Han [1998] 26)

FEHE T B2 TP Al (E RAATRURRS A 7 RSN . W
WL Bk, WA, AR BRER. WG BT ORISR
R TT 2085 (R Al R AML TF R 2 1 Al 20
WIBRAE T IEBL IR, ATFARSERIMAE D, 258
HAEGAEFTAIBL, /N2 AR BOTT AR .
The Hainan incorporated enterprises (except for
state owned banks and insurance companies),
engaged in construction and operating of port,
wharf, airport, highway, railways, power plant,
coal mining, water, with operating period over
15 year, are eligible for tax exemption for five
year and a 50% tax reduction for the following
5 years, commencing from the first profit-
making year.

FEHE T B2 TP Al (E REAT R A 7RSS . W
olb AT AR AT M R Al 22 U BRAE T4 LA
ER, WTTERIRRIAR RS, 5 — 4R RIEE R b
B, B = TR AR B

The Hainan incorporated enterprises, engaged
in production or transportation business with
operating period over 10 year, are granted two-
plus-three tax exemption, commencing from
the first profit-making year.

TR B2 TP Al C(TE SRARATRIMGRBG AR BRSO , A
TS5 PEATNL R Al B2 SRR 500 J5 96 CEk# 2000
TINRT, SEMRAE TR, WITFURIRA 4R L
B, S ERAEFTEL, B AERIE AR A
Bl

The Hainan incorporated enterprises, engaged
in the provision of services, with investment
over USDS5 million or RMB20 million and the
operating period over 10 year, are granted one-
plus-two tax exemption, commencing from the
first profit-making year.

30

(45 Be o Tsziits (E K IARMERIE AR K
FEHIRINE (2006-2020 4F) &1 REBUEM

Il e BT B AR M T B DA BT 81 P e g BOAR Al 28 77
WS,  HIRAE S PR A AR A8 .




) (Ek (2006) 65)

Notice of the State Council on the
Implementation of Certain
Complementary Policies Relating to
Long-term Development Planning
Memorandum for Science and
Technology (Guo Fa [2006] 6)

New and hi-tech enterprises set up in the new
and high technology industry development
zones, after getting certified as new and hi-tech
enterprises, are exempted from income tax for
two years commencing from the first profit-
making year.
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