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Corporate Income Tax Law of the People's Republic of China

Promulgation Authorities: The National People's Congress of the People's Republic of
China

Promulgation Date: 2007.03.16

Effective Date: 2008.01.01

Validity Status: valid

Document Number: Presidential Decree No. 63 of the People’s Republic of China
Corporate Income Tax Law of the People's Republic of China

Presidential Decree No. 63 of the People's Republic of China

Adopted by the Fifth Session of the Tenth National People's Congress on 16 March 2007

Chapter 1 — General Principles

Article 1Enterprises and other organisations that derive income from or have income
accruing in the People's Republic of China (hereinafter collectively referred to as
"enterprises") are corporate income tax payers, who shall pay corporate income tax
payable pursuant to the provisions of this Law.

This Law shall not apply to enterprises wholly-owned by an individual and partnership
enterprises.

Article 2Enterprises shall be divided into resident enterprises and non-resident
enterprises.

A resident enterprise referred to in this Law shall mean, an enterprise lawfully incorporated
in China, or an enterprise lawfully incorporated pursuant to the laws of a foreign country
(region) but where actual management functions are conducted in China.

A non-resident enterprise referred to in this Law shall mean, an enterprise lawfully
incorporated pursuant to the laws of a foreign country (region) that has an office or
premises established in China with no actual management functions performed in China,
or an enterprise that has income derived from or accruing in China although it does not
have an office or premises in China.

Article 3Corporate income tax shall be payable by a resident enterprise for income derived
from or accruing in or outside China.

Corporate income tax shall be payable by a non-resident enterprise, for income derived
from or accruing in China by its office or premises established in China, and for income
derived from or accruing outside China for which the established office or premises has a
de facto relationship.

Where the non-resident enterprise has no office or premises established in China or the
income derived or accrued has no de facto relationship with the office or premises
established, corporate income tax shall be payable by the non-resident enterprise for
income derived from or accruing in China.
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Article 4The corporate income tax shall be at the rate of 25%.

The applicable tax rate for income of a non-resident enterprise under the provisions of the
third paragraph of Article 3 shall be 20%.

Chapter 2 — Taxable Amount of Income

Article 5The taxable amount of income of an enterprise shall be the total income of the
enterprise in each tax year less non-taxable income, tax-exempt income, various
deductions and permitted amount of losses in previous years made good.

Article 6The total income of an enterprise comprises monetary and non-monetary forms of
income received by the enterprise from various sources, which include:

(1) income from sale of goods;

(2) income from provision of labour services;

(3) income from transfer of property;

(4) gains from dividends, bonus issues or other returns on equity investment;
(5) interest income;

(6) rental income;

(7) income from royalties;

(8) income from gifts and donations; and

(9) other income.

Article 7The following income within the total income is deemed as non-taxable income:
(1) financial allocation;

(2) administrative and institutional expenses and government funds lawfully collected and
brought under financial administration;

(3) other non-taxable income stipulated by the State Council.

Article 8Costs, expenses, taxes, losses and other reasonable expenditure incurred in
relation to income received by an enterprise may be deducted when computing the taxable
amount of income.

Article 9Expenditure in the form of charitable donations and gifts within 12% of the gross
annual profit by an enterprise may be deducted when computing the taxable amount of
income.

Article 10The following expenditures may not be deducted when computing the taxable
amount of income:

(1) dividends, bonus issues or other returns on equity investment issued to investors;
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(2) enterprise income tax;

(3) late tax payment fine;

(4) penalties, fines and losses on confiscated property;

(5) expenditures in the form of donations and gifts other than those stipulated in Article 9;
(6) sponsorship expenditure;

(7) expenditures out of the capital reserves that have yet been audited and determined;
(8) other expenses unrelated to income.

Article 11Fixed asset depreciation computed by an enterprise pursuant to provisions may
be deducted when computing the taxable amount of income.

Depreciation is not deductible for the following fixed assets:

(1) fixed assets other than houses and buildings that have not been put into use;
(2) fixed assets rented under an operating lease;

(3) fixed assets rented out under a financing lease;

(4) fixed assets still in use despite having been fully depreciated;

(5) fixed assets unrelated to business activities;

(6) independently valued land that is regarded as a fixed asset account entry; and
(7) other fixed assets for which deduction of depreciation is not allowed.

Article 12Amortisation of intangible asset expenses computed by an enterprise pursuant
to provisions may be deducted when computing the taxable amount of income.

Amortisation of expenses is not deductible for the following intangible assets:

(1) expenditure for intangible assets developed by the enterprise that have already been
deducted during computation of the taxable amount of income;

(2) individually created goodwill;
(3) intangible assets unrelated to business activities;
(4) other intangible assets for which deduction of amortisation expenses is not allowed.

Article 13The following expenditures incurred by an enterprise as long-term prepaid
expenses that are amortised pursuant to provisions may be deducted when computing the
taxable amount of income:

(1) expenditure for the reconstruction of fixed assets which have been fully depreciated,
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(2) expenditure for the reconstruction of fixed assets under lease;
(3) expenditure for the overhaul of fixed assets; and
(4) other expenditure which ought to be regarded as long-term prepaid expenses.

Article 14Asset investment costs for asset investments made by an enterprise during the
period of external investment may not be deducted when computing the taxable amount of
income.

Article 15Inventory costs computed by an enterprise pursuant to provisions for inventory
used or sold by the enterprise may be deducted when computing the taxable amount of
income.

Article 16The net value of an asset transferred by an enterprise may be deducted when
computing the taxable amount of income.

Article 17When an enterprise consolidates computation of the corporate income tax
payable, it shall not set-off an overseas business entity's losses against the profits of a
business entity in China.

Article 18Where an enterprise incurs a loss in a tax year, the enterprise is allowed to carry
the loss forward to subsequent years to be set-off against income from subsequent years,
provided the loss carried forward does not exceed five years.

Article 19The taxable amount of income for income derived by or accruing to a
non-resident enterprise pursuant to the provisions of the third paragraph of Article 3 shall
be computed as follows:

(1) the taxable amount of income for gains from dividends, bonus issues or other returns
on equity investment, and income from interest, rental and royalty shall be the total amount
of gains or income;

(2) the taxable amount of income for a transfer of property shall be the total amount of
income from the transfer less the net value of the property; and

(3) the taxable amount of income for all other income shall be computed with reference to
the above methods stipulated in items (1) and (2).

Article 20The specific scopes, standards and asset tax treatment measures for incomes
and deductions stipulated in this Chapter shall be formulated by the finance and taxation
departments of the State Council.

Article 21Where an enterprise's financial and accounting methods during computation of
the enterprise’'s taxable amount of income are inconsistent with the provisions in tax laws
and administrative regulations, the provisions in laws and administrative regulations shall
prevail.

Chapter 3 — Tax Amount Payable

Article 22The amount of tax payable by an enterprise shall be its taxable amount of
income multiplied by the applicable tax rate less any tax reduction and exemption
incentives stipulated in this Law.
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Article 23Where an enterprise has paid income tax overseas for any of the following
income derived, the income tax paid overseas may be used to set-off the amount of tax
payable for the current period; the total allowable amount of tax set-off shall be limited to
the total amount of tax payable over such income pursuant to the provisions of this

Law; amounts in excess of the tax set-off limit for the current period may be used to set-off
the amount of tax payable for subsequent periods within their tax set-off limits within the
next five years:

(1) taxable income derived by a resident enterprise outside China;

(2) taxable income derived from or accruing outside China by a non-resident enterprise
with office or premises established in China for which the income has a de facto
relationship with the offices or premises in China.

Article 24Where dividends, bonus issues or other returns on equity investment gains from
sources outside China are distributed to a resident enterprise by a foreign enterprise
controlled directly or indirectly by the resident enterprise, the portion of overseas income
tax paid by the foreign enterprise for the said gains which is part of corporate income tax
may be set-off against the amount of overseas income tax payable by the resident
enterprise within the tax set-off limits stipulated in Article 23.

Chapter 4 — Tax Incentives

Article 25The State grants corporate income tax incentives to key industries and projects
supported and encouraged by the State.

Article 26The following enterprise income shall be tax-exempt income:
(1) income from interest on treasury bonds;

(2) gains from dividends, bonus issues or other returns on equity investment between
gualified resident enterprises;

(3) gains from dividends, bonus issues or other returns on equity investment obtained by a
non-resident enterprise with an office or premises established in China, from a resident
enterprise which has a de facto relationship with the offices or premises; and

(4) income of qualified non-profit organisations.

Article 27Corporate income tax may be reduced or exempted for the following enterprise
income:

(1) income from agriculture, forestry, husbandry and fishery projects;

(2) income from investment in and operation of key public infrastructure projects supported
by the State;

(3) income from qualified environmental protection, energy conservation and water
conservation projects;

(4) income from qualified technology transfer projects; and

(5) income stipulated under the third paragraph of Article 3.
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Article 28Corporate income tax for qualified small profit enterprises shall be at a reduced
tax rate of 20%.

Corporate income tax for key advanced and new technology enterprises supported by the
State shall be at a reduced tax rate of 15%.

Article 29The autonomous agency of an ethnic autonomous region may reduce or exempt
the autonomous region's share of entitlement to corporate income tax payable by
enterprises of the ethnic autonomous regions. The decision of an autonomous prefecture
or autonomous county to reduce or exempt corporate income tax must be submitted to the
People's Government of the relevant province, autonomous region or
centrally-administered municipality for approval.

Article 30The following expenditure of an enterprise may be deducted when computing
the taxable amount of income:

(1) research and development expenses for the development of new technologies, new
products and new processes;

(2) wage payments for placement arrangements of disabled employee and other
employees as encouraged by the State.

Article 31Where venture capital enterprises engage in key venture capital investments
supported and encouraged by the State, the taxable amount of income may be set-off
against a certain percentage of the investment amount.

Article 32Where accelerated depreciation of an enterprise's fixed assets is necessary as a
result of advancement in technology, the total number of years of depreciation may be
reduced or an accelerated depreciation method may be adopted.

Article 33Income from the consolidated utilisation of resources and the manufacture of
products which comply with State industrial policy provisions may be deducted when
computing the taxable amount of income.

Article 34Investments by an enterprise in the acquisition of special facilities for
environmental protection, energy conservation, water conservation, work safety and other
special facilities may be set-off against the taxable amount based on a certain percentage.

Article 35Specific measures on tax incentives stipulated by this Law shall be formulated
by the State Council.

Article 36The State Council may, pursuant to the needs of the national economy and
social development or any major effect that unexpected events may have on enterprise
business activity, formulate special incentive policies for corporate income tax and file
records with the Standing Committee of the National People's Congress.

Chapter 5 — Deduction at Source

Article 37Income tax over non-resident enterprise income pursuant to the provisions of the
third paragraph of Article 3 shall be subject to withholding at the source, where the payor
shall act as the withholding agent. The tax amount for each payment made or due shall be
withheld by the withholding agent from the amount paid or payable.
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Article 38The tax authorities may designate the payor of project fees or labour service
fees as the withholding agent to withhold income tax over non-resident enterprise income
derived in China from projects or the provision of labour services.

Article 39Where a withholding agent fails to withhold tax or perform tax withholding
obligations pursuant to the provisions of Article 37 and Article 38, the taxpayer shall pay tax
at the place where the income is derived. Where the taxpayer fails to pay tax pursuant to
law, the tax authorities may demand payment of the tax amount payable, from a payor of
the taxpayer with payable tax amounts from other taxable income items in China.

Article 40Withholding agents shall turn over tax withheld to the Treasury within seven
days from the date of withholding and file a corporate income tax withholding report with
the tax authorities at their location.

Chapter 6 — Special Tax Adjustment

Article 41Where business dealings between an enterprise and its interested parties fail to
comply with the independent transaction principle, and reductions are made to the taxable
income or the amount of income of the enterprise or its interested parties, the tax
authorities have a right to make adjustments according to a reasonable method.

Where intangible assets are jointly developed or transferred by an enterprise and its
interested party, or labour services are jointly provided or received by an enterprise and its
interested party, costs shall be apportioned according to the independent transaction
principle when computing the taxable amount of income.

Article 42An enterprise may propose the pricing principle and computation method for
business dealings between the enterprise and its interested parties to the tax authorities.
Pre-determined pricing arrangements shall be concluded after negotiation and
confirmation between the tax authorities and the enterprise.

Article 43An enterprise shall attach an annual interested party business dealings report for
all business dealings between the enterprise and its interested parties when filing annual
corporate income tax returns.

Where the tax authorities conduct investigations into interested party business dealings,
the enterprise and its interested parties and other enterprises related to the interested
party business dealing under investigation shall provide the relevant information pursuant
to the provisions.

Article 44Where an enterprise fails to provide information on a business dealing between
the enterprise and its interested parties, or provides false or incomplete information which
fails to reflect the true nature of the interested party business dealing, the tax authorities
have the right to determine the taxable amount of income pursuant to law.

Article 45Where the actual tax burden of an establishment controlled by a resident
enterprise or by a resident enterprise jointly with Chinese residents, is clearly lower than an
enterprise in a country (region) stipulated in the first paragraph of Article 4, and any
undistributed or reduced distribution of profit does not result from reasonable operational
needs, the share of the said profit attributable to the resident enterprise shall be included
as income of the resident enterprise for the current period.

Article 46The interest expenditure incurred by an enterprise for the proportion of debt
securities investments and equity investments made by its interested parties which exceed
stipulated standards shall not be deducted when computing the taxable amount of income.
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Article 47Where the taxable income or amount of income of an enterprise is reduced as a
result of arrangements with no reasonable commercial objectives implemented by the
enterprise, the tax authorities have a right to make adjustments according to a reasonable
method.

Article 48Where the tax authorities have made tax adjustments pursuant to the provisions
of this chapter and the taxpayer is required to make up outstanding tax payments, the
additional tax amount shall be levied and collected with interest pursuant to the provisions
of the State Council.

Chapter 7 — Administration of Levying and Collection

Article 49The administration of levying and collection of corporate income tax shall comply
with the provisions of this Law and the provisions of the Law of the People's Republic of
China on Administration of Tax Levying and Collection.

Article 50Unless tax laws and administrative regulations provide otherwise, the place of
incorporation shall be the location for tax payment by a resident enterprise; and the place
of the actual management office shall be the location for tax payment by enterprises
incorporated overseas.

Where a resident enterprise has established a non-legal-person business entity in China,
corporate income tax shall be computed and paid in a consolidated basis.

Article 51Where a non-resident enterprise derives income pursuant to the second
paragraph of Article 3, the office or premises of the entity shall be the location for tax
payment. Where a non-resident enterprise has established two or more offices or premises
in China, the non-resident enterprise may, upon examination and approval by the tax
authorities, arrange for its main office or premises to pay tax in a consolidated basis.

Where a non-resident enterprise derives income pursuant to the third paragraph of Article
3, the location of the withholding agent shall be the venue for tax payment.

Article 52Unless the State Council stipulates otherwise, enterprises shall not make
combined payments of enterprise income tax.

Article 53Corporate income tax shall be computed based on a tax year. A tax year
commences in 1 January and ends in 31 December of a calendar year.

Where an enterprise commences operations or terminates business activities during a tax
year and the actual period of business operations within the tax year is less than 12 months,
the actual period of business operations shall be deemed as a tax year.

When an enterprise undergoes liquidation pursuant to law, the period of liquidation shall be
deemed as a tax year.

Article 54Corporate Income Tax shall be prepaid on a monthly or quarterly basis.

Enterprises shall file corporate income tax returns with the tax authorities and prepay tax
within 15 days after each month or quarter ends.

Enterprises shall file annual corporate income tax returns with the tax authorities within five
months after each year ends, compute the tax payment and settle tax payments and
refunds.
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Enterprises shall attach the financial accounting report and other relevant materials
pursuant to the provisions when filing corporate income tax returns.

Article 55Where business activity is terminated by an enterprise during the year, it shall
compute and settle corporate income tax for the current period with the tax authorities
within 60 days after the date of termination of operations.

The enterprise shall compute the income, file tax returns with the tax authorities and pay
corporate income tax before completing de-registration formalities.

Article 56Corporate income tax paid pursuant to this Law shall be computed in Renminbi.
Where the computation is made in a currency other than Renminbi, a Renminbi conversion
shall be made for tax payment purposes.

Chapter 8 — Supplementary Provisions

Article 57Enterprises approved and incorporated prior to the promulgation of this Law and
subject to low tax rates pursuant to tax laws and administrative regulations may implement
a progressive transition to the tax rates stipulated in this Law within five years from the
implementation of this Law pursuant to the provisions of the State Council; enterprises
entitled to tax reductions and exemptions for a fixed period may, upon implementation of
this Law, continue to enjoy the entitlements until the fixed period expires; but the
preferential treatment period shall commence from the year of implementation of this Law
for enterprises which have yet to make a profit to enjoy the entitlement.

Advanced and new technology enterprises in statutory designated areas for foreign
economic cooperation and technological exchange, and advanced and new technology
enterprises in areas where special regional policies of the State Council are implemented,
may be entitled to transitional tax incentives; the specific measures shall be stipulated by
the State Council.

Other encouraged enterprises determined by the State shall be entitled to tax reduction
and exemption incentives pursuant to the provisions of the State Council.

Article 58Where any tax treaty concluded between the Government of the People's
Republic of China and a foreign government contains provisions which differ from the
provisions of this Law, the provisions of the relevant tax treaty shall prevail.

Article 59The State Council shall formulate the implementation regulations pursuant to
this Law.

Article 60This Law shall be effective 1 January 2008. The Corporate Income Tax Law of
the People's Republic of China for Foreign Investment Enterprises and Foreign
Enterprises adopted by the fourth session of the Seventh National People's Congress on 9
April 1991 and the Provisional Regulations of the People's Republic of China on Corporate
Income Tax promulgated by the State Council on 13 December 1993 shall be repealed
simultaneously.
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Implementation Requlations for the Corporate Income Tax Law
of the People's Republic of China

Promulgation Authorities: State Council
Promulgation Date: 2007.12.06
Effective Date: 2008.01.01

Validity Status: valid

Document Number: State Council Order No. 512

Implementation Regulations for the Corporate Income Tax Law of the
People's Republic of China

Decree of the State Council No. 512
6 December 2007
CHAPTER 1 — GENERAL PRINCIPLES

Article 1These Regulations are formulated pursuant to the provisions of the Corporate
Income Tax Law of the People's Republic of China (hereinafter referred to as the
"Corporate Income Tax Law").

Article 2Enterprises wholly-owned by an individual and partnership enterprises referred to
in Article 1 of the Corporate Income Tax Law shall mean enterprises wholly-owned by an

individual and partnership enterprises established pursuant to the laws and administrative
regulations of China.

Article 3Enterprises incorporated in China pursuant to the law referred to in Article 2 of the
Corporate Income Tax Law shall include enterprises, institutions and social bodies and
other organisations established in China pursuant to the laws and administrative
regulations of China which derive income.

Enterprises incorporated pursuant to the laws of foreign countries (regions) referred to in
Article 2 of the Corporate Income Tax Law shall include enterprises and other
organisations established pursuant to the laws of foreign countries (regions) which derive
income.

Article 4Actual management organisations referred to in Article 2 of the Corporate Income
Tax Law shall mean organisations implementing substantive and comprehensive
management and control over the production and business operations, staff, accounts and
property etc. of an enterprise.

Article 50ffices and premises referred in the third paragraph of Article 2 of the Corporate
Income Tax Law shall mean organisations engaging in production and business activities
in China and premises where such production and business activities are carried out,
including:

(1) management offices, business organisations and offices;

(2) factories, farms and premises where exploration of natural resources is carried out;
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(3) premises where labour services are provided;

(4) premises where construction, installation, assembly, repair and survey projects etc. are
carried out; and

(5) any other organisations engaging in production and business activities and any other
premises where production and business activities are carried out.

Where a non-resident enterprise entrusts a business agent to engage in production and
business activities in China on its behalf, including entrusting an organisation or an
individual to sign contracts frequently on its behalf or to handle storage or delivery of goods
etc.., such a business agent shall be deemed as an office or premises established by the
non-resident enterprise in China.

Article 6lncome referred to in Article 3 of the Corporate Income Tax Law shall mean the
income from sale of goods, income from provision of labour services, income from transfer
of property, income from equity investments such as dividends and bonuses etc.., interest
income, rental income, income from royalties, income from donations and gifts and any
other income.

Article 7Income sourced from China or overseas referred to in Article 3 of the Corporate
Income Tax Law shall be determined pursuant to the following principles:

(1) income from sale of goods shall be determined pursuant to the place where the
transactions occur;

(2) income from provision of labour services shall be determined pursuant to the place
where the labour services occur;

(3) for income from transfer of property, income from transfer of immovables shall be
determined pursuant to the location of the immovables and income from transfer of
movables shall be determined pursuant to the location of the enterprise, the office or the
premises making the transfer; income from equity investments shall be determined
pursuant to the location of the investee enterprise;

(4) income from equity investments such as dividends and bonuses etc. shall be
determined pursuant to the location of the enterprise making the distribution of income;

(5) interest income, rental income and income from royalties shall be determined pursuant
to the location of the enterprise, the office or the premises bearing or making payment of
the income or the place of residence of an individual bearing or making payment of the
income; and

(6) any other income shall be determined by the finance and tax departments of the State
Council.

Article 8Actual liaison referred to in Article 3 of the Corporate Income Tax Law shall mean
that an organisation or office established in China by a non-resident enterprise owns equity
and creditor's rights which derives income and owns, manages or controls property which
derives income.

CHAPTER 2 — TAXABLE AMOUNT OF INCOME

Section 1 — General Provisions
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Article 9Unless otherwise stipulated in these Regulations or by the finance and tax
departments of the State Council, the computation of taxable amount of income of an
enterprise shall be based on the accrual principle and income and expenditure for the
current period shall be deemed as income and expenditure for the current period
regardless if the amount is received or paid; income and expenditure which does not
belong to the current period shall not be deemed as income and expenditure for the current
period even if the amount is received or paid in the current period.

Article 10Losses referred to in Article 5 of the Corporate Income Tax Law shall mean that
the balance after deduction of non-taxable income, tax exempt income and various

deductions from the total income amount for each tax year by an enterprise pursuant to the
provisions of the Corporate Income Tax Law and these Regulations is a negative amount.

Article 11Income from liquidation referred to in Article 55 of the Corporate Income Tax
Law shall mean the balance after deduction of net asset value of the property, liquidation
expenses and related taxes and fees from the realisable value or transaction price of all the
properties of an enterprise.

The part of remaining assets distributed from a liquidated enterprise to an investing
enterprise which is distributed from the cumulative undistributed profit and cumulative
surplus reserve of the liquidated enterprise shall be determined as dividend income; the
part of the balance after deducting the aforesaid dividend income from the remaining
assets which exceeds or is less than the investment cost shall be determined as income or
loss from transfer of investment properties.

Section 2 — Income

Article 12Income in currency form derived by an enterprise referred to in Article 6 of the
Corporate Income Tax Law shall include cash, deposit, accounts receivable, notes
receivable, bond investment which is intended to be held to maturity and forfeiture of debts
etc..

Income in non-currency form derived by an enterprise referred to in Article 6 of the
Corporate Income Tax Law shall include fixed assets, biological assets, intangible assets,
equity investments, inventory, bond investment which is not intended to be held to maturity,
labour services and the related interests etc..

Article 13The amount of income in non-currency form derived by an enterprise referred to
in Article 6 of the Corporate Income Tax Law shall be determined according to the fair
value.

The fair value referred to in the preceding paragraph shall mean the value determined
according to market price.

Article 14Income from sale of goods referred in item (1) of Article 6 of the Corporate
Income Tax Law shall mean the income derived by an enterprise from sale of commodities,
products, raw materials, packaging materials, low-value consumables and any other
inventory.

Article 15Income from provision of labour services referred to in item (2) of Article 6 of the
Corporate Income Tax Law shall mean the income derived by an enterprise engaging in
construction and installation, repair, transportation, warehouse leasing, financial and
insurance, postal and telecommunications, consultancy and brokerage, culture and sports,
scientific research, technical services, education and training, food and beverage and
accommodation, intermediary and agency, healthcare, community services, tourism,
entertainment, processing and any other labour services and activities.
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Article 16Income from transfer of property referred to in item (3) of Article 6 of the
Corporate Income Tax Law shall mean the income derived by an enterprise from transfer
of fixed assets, biological assets, intangible assets, equity and creditor's rights etc..

Article 17Gains from equity investments such as dividends and bonuses etc.. referred to
in item (4) of Article 6 of the Corporate Income Tax Law shall mean the income derived by
an enterprise from an investee in relation to equity investment.

Unless otherwise stipulated by the finance and tax departments of the State Council, the
realisation of income from gains from equity investments such as dividends and bonuses
etc.. shall be determined according to the date of the investee's decision to distribute
profits.

Article 18Interest income referred to in item (5) of Article 6 of the Corporate Income Tax
Law shall mean the income derived by an enterprise through provision of funds to others
which do not constitute equity investment or through funds of the enterprise used by others,
including interest on deposits, loan interest, bond interest and arrears interest etc..

Interest income shall be realised on the date on which interest is payable by the debtor
pursuant to contractual provisions.

Article 19Rental income referred to in item (6) of Article 6 of the Corporate Income Tax
Law shall mean the income derived by an enterprise through provision of the right of use of
fixed assets, packaging materials or any other tangible assets.

Rental income shall be realised on the date on which rental is payable by the lessee
pursuant to contractual provisions.

Article 20Income from royalties referred to in item (7) of Article 6 of the Corporate Income
Tax Law shall mean the income derived by an enterprise through provision of the right of
use of patent rights, non-patented technologies, trademark rights, copyright and any other
concession rights.

Income from royalties shall be realised on the date on which concession right fee is
payable by the user pursuant to contractual provisions.

Article 21Income from gifts and donations referred to in item (8) of Article 6 of the
Corporate Income Tax Law shall mean the income in currency form and non-currency form
received by an enterprise from an enterprise, organisation or individual for free.

Income from donation or gift shall be realised on the date of receipt of the donation or gift.

Article 22Any other income referred to in item (9) of Article 6 of the Corporate Income Tax
Law shall mean any other income derived by an enterprise other than income stipulated in
item (1) to item (8) of Article 6 of the Corporate Income Tax Law, including enterprise asset
overage, overdue unrefunded security deposit income, accounts payable in arrears,
accounts receivables collected after write-off as bad debt, debt restructuring income,
subsidy income, default penalty income and exchange gain etc..

Article 23The following income from the following production and business activities of an
enterprise may be realised in phases:

(1) for sale of goods for payment under an installment plan, the income shall be realised on
the dates of receipt of payment pursuant to contractual provisions; and
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(2) for enterprises entrusted to process or manufacture large machinery equipment, vessel,
aircraft and enterprises engaging in construction, installation, assembly businesses or
provision of labour services, the income shall be realised according to the completed work
schedule or workload within a tax year if the project is ongoing for more than 12 months.

Article 24Where income is derived through product sharing, the income shall be realised
on the date of distribution of products to the enterprise and the income amount shall be
determined according to the fair value of the products.

Article 25Unless otherwise stipulated by the finance and tax departments of the State
Council, where an enterprise exchanges non-currency assets and donates goods,
property or labour services or use goods, property or labour services for debt settlement,
sponsorship, fund raising, advertisement, samples, staff welfare or profit distribution
purposes, it shall be deemed as sale of goods, transfer of property or provision of labour
services.

Article 26Unless otherwise stipulated by the State Council or the finance and tax
departments of the State Council, financial allocation referred to in item (1) of Article 7 of
the Corporate Income Tax Law shall mean the funds allocated by various levels of people's
governments to institutions and social organisations etc.. which are under budget
administration.

Administrative and institutional expenses referred to in item (2) of Article 7 of the Corporate
Income Tax Law shall mean the expenses collected from specific targets in the course of
implementation of public administration and provision of public services to citizens, legal
persons or other organisations pursuant to the relevant provisions of laws and regulations
and as approved by the stipulated procedures of the State Council and such funds
collected are under treasury administration.

Government funds referred to in item (2) of Article 7 of the Corporate Income Tax Law shall
mean government funds collected by enterprises for specific purposes pursuant to the
relevant provisions of laws and administrative regulations on behalf of the government.

Other non-taxable income stipulated by the State Council referred to in item (3) of Article 7
of the Corporate Income Tax Law shall mean government funds obtained by enterprises to
be used for specific purposes as stipulated by the finance and tax departments of the State
Council and as approved by the State Council.

Section 3 — Deductions

Article 27Related expenditure referred to in Article 8 of the Corporate Income Tax Law
shall mean the expenditure that is directly related to income derived.

Reasonable expenditure referred to in Article 8 of the Corporate Income Tax Law shall
mean the necessary and normal expenditure which complies with the norms of production
and business activities and which should be included in the profit and loss in the current
period or in the relevant asset costs.

Article 28Expenditure incurred by an enterprise shall be classified as revenue expenditure
and capital expenditure. Revenue expenditure shall be deducted directly for the period in

which it occurs; capital expenditure shall be deducted for different periods or be included in
the relevant asset costs and shall not be deducted directly for the period in which it occurs.

The expenses or property arising from the application of the non-taxable income of an
enterprise to expenditure shall not be deductible or be used for computation of deduction
for the corresponding depreciation and amortisation.
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Unless otherwise stipulated in the Corporate Income Tax Law and these Regulations,
costs, expenses, taxes, losses and any other expenditure incurred by an enterprise shall
be deducted only once.

Article 29Costs referred to in Article 8 of the Corporate Income Tax Law shall mean the
selling cost, cost of sales, business expenditure and any other consumption incurred by an
enterprise in the production and business activities.

Article 30Expenses referred to in Article 8 of the Corporate Income Tax Law shall mean
the selling expenses, management expenses and financial expenses incurred by an
enterprise in production and business activities, except for those related expenses which
have been included in costs.

Article 31Taxes referred to in Article 8 of the Corporate Income Tax Law shall mean all
taxes and surcharges incurred by an enterprise other than Corporate Income Tax and
deductible value-added tax.

Article 32Losses referred to in Article 8 of the Corporate Income Tax Law shall mean loss,
damage, scrap loss of fixed assets and inventory, loss from transfer of property, loss from
doubtful debt, loss from bad debt, loss incurred due to force majeure such as natural
disaster and any other losses incurred by an enterprise in the course of production and
business activities.

The balance amount after deducting compensation from the liable party and insurance
compensation from the losses incurred by an enterprise shall be deductible pursuant to the
provisions of the finance and tax departments of the State Council.

Where an enterprise has treated an asset as loss but recovers all or part of the asset in a
subsequent tax year, the income from such recovery shall be included in the income for
current period.

Article 33Any other expenditure referred to in Article 8 of the Corporate Income Tax Law
shall mean reasonable expenditure relating to production and business activities incurred
by an enterprise in production and business activities other than costs, expenses, taxes
and losses.

Article 34Reasonable expenditure of wages and salaries incurred by an enterprise shall
be deductible.

Wages and salaries referred to in the preceding paragraph shall mean all labour
remuneration in cash form or non-cash form paid by an enterprise in each tax year to its
existing employees, including basic wage, bonus, subsidies, allowances, year-end wage
increment, overtime wage and any other expenditure relating to the employment of existing
employees.

Article 35Basic social security insurance premiums and basic housing provident funds
such as basic pension insurance premiums, basic medical insurance premiums,
unemployment insurance premiums, work injury insurance premiums, family planning
insurance premiums contributed by an enterprise for its employees pursuant to the scope
and standards stipulated by the relevant departments of the State Council or the provincial
people's government shall be deductible.

Supplementary pension insurance premiums and supplementary medical insurance
premiums paid by an enterprise for its investors or employees within the scope and
standards stipulated by the finance and tax departments of the State Council shall be
deductible.
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Article 36Except for personal safety insurance premiums stipulated by the State and any
other commercial insurance premiums stipulated by the finance and tax departments of the
State Council paid by an enterprise for its employees holding special job positions,
commercial insurance premiums paid by an enterprise for its investors or employees shall
not be deductible.

Article 37Reasonable borrowing expenses incurred by an enterprise in production and
business activities which need not be capitalised shall be deductible.

Where an enterprise makes borrowings for procurement or construction of fixed assets,
intangible assets and inventory which attains saleable status after a construction period of
12 months or more, the borrowing expenses incurred during the procurement or
construction period of the relevant assets shall be included in the costs of the relevant
assets as capital expenditure and shall be deductible pursuant to the provisions of these
Regulations.

Article 38The following interest expenditure incurred by an enterprise in production and
business activities shall be deductible:

(2) interest expenditure for borrowings made by a non-financial enterprise from a financial
enterprise, interest expenditure for all deposits and interest expenditure for interbank
borrowings of a financial enterprise and interest expenditure for approved bonds issued by
an enterprise;

(2) interest expenditure for borrowings made by a non-financial enterprise from a
non-financial enterprise which does not exceed the amount computed according to the
interest rate for same type of loans of a financial enterprise during the same period.

Article 39Exchange loss incurred by an enterprise in currency trading and from conversion
of non-Renminbi-denominated monetary assets and debts at the end of a tax year into
Renminbi using the middle price of spot exchange rate for Renminbi shall be deductible
except for the portion which has been included in the costs of the relevant assets or which
relates to profit distribution to owners.

Article 40Staff welfare expenditure incurred by an enterprise which does not exceed 14%
of the total amount of wages and salaries shall be deductible.

Article 41Labour union expenditure allocated by an enterprise which does not exceed 2%
of the total amount of wages and salaries shall be deductible.

Article 42Unless otherwise stipulated by the finance and tax departments of the State
Council, vocational training expenditure incurred by an enterprise which does not exceed
2.5% of the total amount of wages and salaries shall be deductible; the excess portion
shall be carried forward to subsequent tax years for deduction.

Article 43Business entertainment expenditure relating to production and business
activities incurred by an enterprise shall be deductible based on 60% of the incurred
amount and the maximum deduction shall not exceed 0.5% of the sales (business)
revenue of the current year.

Article 44Unless otherwise stipulated by the finance and tax departments of the State
Council, advertising fee and business promotion expenditure incurred by an enterprise
which satisfy the requirements and do not exceed 15% of the sales (business) revenue of
the current year shall be deductible; the excess portion shall be carried forward to
subsequent tax years for deduction.
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Article 45Special funds allocated by an enterprise for environmental protection and
ecological restoration etc.. pursuant to the relevant provisions of laws and administrative
regulations shall be deductible. Where the aforesaid special funds are used for a different
purpose after allocation, such funds shall not be deductible.

Article 46Premiums paid by an enterprise for property insurance pursuant to the
provisions shall be deductible.

Article 47Lease fees paid by an enterprise for lease of fixed assets required for production
and business activities shall be deductible as follows:

(1) lease fee expenditure incurred in lease of fixed assets by way of a business lease shall
be deducted equally over the lease period; and

(2) depreciation expenses shall be allocated for the portion of lease fee expenditure
incurred in lease of fixed assets by way of a finance lease which constitutes the value of
fixed assets on finance lease pursuant to the provisions and deducted over several
periods.

Article 48Reasonable labour protection expenditure incurred by an enterprise shall be
deductible.

Article 49Management fees paid between enterprises, rental and royalties paid between
internal business units of an enterprise and interest paid between the internal business
units of a non-bank enterprise shall not be deductible.

Article 50Where an office or premises established in China by a non-resident enterprise is
able to show documentary proof of the scope of expenses consolidation, quota, basis and
method of distribution etc.. issued by the head office in respect of the expenses incurred by
the overseas head office in relation to the production and business activities of the office or
premises and such expenses can be reasonably shared, the expenses shall be deductible.

Article 51Charitable donations referred to in Article 9 of the Corporate Income Tax Law
shall mean charitable donations made by an enterprise to charitable causes stipulated in
the Law of the People's Republic of China on Charitable Donations through charitable
bodies or People's Governments of county level and above and their departments.

Article 52A charitable body referred to in Article 51 of these Regulations shall mean a
social organisation such as a fund or a charitable organisation which satisfies the following
conditions:

(1) it is duly registered and qualifies as a legal person;
(2) it is non-profit oriented and established for charitable causes;
(3) all its assets and appreciation thereof are owned by the legal person;

(4) the gains and operational balances are mainly used for charitable causes which comply
with the objective for establishment of the legal person;

(5) the remaining property after termination shall not belong to any individual or
profit-oriented organisation;

(6) it shall not engage in businesses which are unrelated to the objective of its
establishment;
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(7) it has a proper financial accounting system;

(8) the donors do not participate in distribution of the property of the social organisation in
any manner; and

(9) it satisfies any other conditions stipulated by the finance and tax departments of the
State Council in consultation with the civil affairs department etc. of the State Council.

Article 53Charitable donation expenditure incurred by an enterprise which does not
exceed 12% of the total annual profit shall be deductible.

Total annual profit shall mean the annual accounting profit computed by an enterprise
pursuant to the unified accounting system of the State.

Article 54Sponsorship expenditure referred to in item (6) of Article 10 of the Corporate
Income Tax Law shall mean all non-advertisement expenditure incurred by an enterprise
which is unrelated to production and business activities.

Article 55Expenditure out of capital reserves that has yet been audited and determined
referred to in item (7) of Article 10 of the Corporate Income Tax Law shall mean
expenditure out of capital reserves such as asset impairment provision and risk provision
which does not comply with the provisions of the finance and tax departments of the State
Council.

Section 4 — Tax Treatment for Assets

Article 56 Tax computation for all assets of an enterprise, including fixed assets, biological
assets, intangible assets, long-term deferred expenses, investment assets and inventory
etc.. shall be based on historical cost.

Historical cost referred to in the preceding paragraph shall mean the actual expenditure
incurred by an enterprise at the time of obtaining the asset.

Where there is asset appreciation or impairment during the holding period of various
assets, the tax base of such assets shall not be adjusted except where the finance and tax
departments of the State Council stipulate that the losses or gains may be determined.

Article 57Fixed assets referred to in Article 11 of the Corporate Income Tax Law shall
mean non-monetary assets held or used by an enterprise for more than 12 months for the
purpose of manufacturing of products, provision of labour services, lease or business
management, including houses, buildings, machines, machinery, transport vehicles and
equipment, apparatuses and tools etc. relating to production and business activities.

Article 58Tax bases for fixed assets shall be determined as follows:

(1) for fixed assets purchased from external parties, the tax base shall be the purchase
price and the related taxes and fees paid and any other expenditure which directly
contributes to the attainment of the expected purpose of use of the assets;

(2) for self-constructed fixed assets, the tax base shall be the expenditure incurred before
completion settlement;

(3) for fixed assets on a finance lease, the tax base shall be the total amount of payment
stipulated in the lease contract and the related expenses incurred by the lessee in the
course of execution of the lease contract; where the total amount of payment is not
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stipulated in the lease contract, the tax base shall be the fair value of the assets and the
related expenses incurred by the lessee in the course of execution of the lease contract;

(4) for inventory gains in fixed assets, the tax base shall be the full replacement value of the
same type of fixed assets;

(5) for fixed assets obtained through donation, gift, investment, exchange of non-monetary
assets, debt restructuring etc., the tax base shall be the fair value of the assets and related
taxes and fees paid; and

(6) for fixed assets which are altered, the tax base shall include the alteration expenditure
incurred in the course of alteration, except for expenditure stipulated in item (1) and item (2)
of Article 13 of the Corporate Income Tax Law.

Article 59Straight-line depreciation of fixed assets shall be deductible.

Depreciation of fixed assets shall commence in the month following the commencement of
use; for fixed assets which cease to be used, depreciation shall cease in the month
following the cessation of use.

An enterprise shall determine the estimated net residual value of a fixed asset reasonably
according to the nature and usage of the fixed asset. The estimated net residual value of a
fixed asset, once determined, shall not be changed.

Article 60Unless otherwise stipulated by the finance and tax departments of the State
Council, the minimum period of depreciation of fixed assets shall be as follows:

(1) 20 years for houses and buildings;

(2) 10 years for aircrafts, trains, vessels, machines, machinery and other production
equipment;

(3) five years for apparatuses, tools and furniture etc.. related to production and business
activities;

(4) four years for transport vehicles other than aircrafts, trains and vessels; and
(5) three years for electronic devices.

Article 61For enterprises engaging in exploration of mineral resources such as petroleum
and natural gases etc.., the expenses incurred before commencement of commercial
production and the depletion and depreciation of the relevant fixed asset shall be
separately formulated by the finance and tax departments of the State Council.

Article 62Tax bases for biological assets shall be determined as follows:

(1) for biological assets used in production which are purchased from external parties, the
tax base shall be the purchase price and the related taxes and fees paid; and

(2) for biological assets used in production which are obtained through donation, gift,
exchange of non-monetary assets, debt restructuring etc.., the tax base shall be the fair
value of the assets and the related taxes and fees paid.

Biological assets used in production referred to in the preceding paragraph shall mean
biological assets held by an enterprise for the purpose of production of agricultural
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products, provision of labour services or lease etc.., including economic forest, firewood
forest, animal husbandry and draught animals etc..

Article 63Straight-line depreciation of biological assets used in production shall be
deductible.

Depreciation of biological assets used in production shall commence in the month
following the commencement of use; for biological assets used in production which cease
to be used, depreciation shall cease in the month following the cessation of use.

An enterprise shall determine the estimated net residual value of biological assets used in
production reasonably according to the nature and usage of the biological assets used in
production. The estimated net residual value of biological assets used in production, once
determined, shall not be changed.

Article 64The minimum period of depreciation for biological assets used in production
shall be as follows:

(1) 10 years for biological assets used in production in the forest category; and
(2) three years for biological assets used in production in the animal category.

Article 65Intangible assets referred to in Article 12 of the Corporate Income Tax Law shall
mean long-term non-currency assets in non-tangible form held by an enterprise for the
purpose of production of products, provision of labour services, lease or business
management, including patent rights, trademark rights, copyright, land use right,
non-patented technologies, goodwill etc..

Article 66The tax base of intangible assets shall be determined as follows:

(1) for intangible assets purchased from external parties, the tax base shall be the
purchase price and the related taxes and fees paid and any other expenditure which
directly contributes to the attainment of the expected purpose of use of the assets;

(2) for self-developed intangible assets, the tax base shall be the expenditure incurred in
the course of development from the assets' satisfaction of capitalisation conditions up to
the assets' attainment of the expected purpose of use; and

(3) for intangible assets obtained through donation, gift, exchange of non-monetary assets,
debt restructuring etc.., the tax base shall be the fair value of the assets and the related
taxes and fees paid.

Article 67Straight-line amortisation expenses of intangible assets shall be deductible.
The amortisation period of intangible assets shall not be less than 10 years.

For intangible assets which are invested or transferred and the period of use is stipulated in
the relevant laws or the contract, the intangible assets may be amortised pursuant to the
stipulated or agreed period of use.

Expenditure incurred in externally purchased goodwill shall be deductible at the time of
whole transfer or liquidation of an enterprise.
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Article 68Alteration expenditure of fixed assets referred to in item (1) and item (2) of Article
13 of the Corporate Income Tax Law shall mean the expenditure incurred in the alteration
of the structure of houses or buildings or extension of the period of use etc..

Expenditure stipulated in item (1) of Article 13 of the Corporate Income Tax Law shall be
amortised over the estimated remaining useful life of the fixed assets; expenditure
stipulated in item (2) shall be amortised over the remaining lease term stipulated in the
contract.

Except for the provisions of item (1) and item (2) of Article 13 of the Corporate Income Tax
Law, the depreciation period shall be extended accordingly if the useful life of a fixed asset
is extended after alteration.

Article 690verhaul expenditure of fixed assets referred to in item (3) of Article 13 of the
Corporate Income Tax Law shall mean expenditure which satisfies the following
conditions:

(1) where the repair expenditure reaches 50% or more of the tax base at the time of
obtaining the fixed assets; and

(2) where the useful life of the fixed assets is extended by two years or more after the
repair.

Expenditure stipulated in item (3) of Article 13 of the Corporate Income Tax Law shall be
amortised over the remaining useful life of the fixed assets.

Article 700ther expenditure to be treated as long-term deferred expenses stipulated in
item (4) of Article 13 of the Corporate Income Tax Law shall be amortised with effect from
the following month upon incurring the expenditure; the amortisation period shall not be
less than three years.

Article 71linvestment assets referred to in Article 14 of the Corporate Income Tax Law
shall mean the assets arising from equity investments and debt securities investments
made by an enterprise in external parties.

The costs of investment assets shall be deductible at the time of transfer or disposal of
investment assets by an enterprise.

The costs of investment assets shall be determined as follows:

(1) for investment assets which are acquired with cash payment, the cost shall be the
purchase price; and

(2) for investment assets which are not acquired with cash payment, the cost shall be the
fair value of the assets and the related taxes and fees paid.

Article 72Inventory referred to in Article 15 of the Corporate Income Tax Law shall mean
products held by an enterprise for sale, work-in-progress, materials consumed in the
course of production or provision of labour services.

The costs of inventory shall be determined as follows:

(1) for inventory acquired with cash payment, the cost shall be the purchase price and the
related taxes and fees paid;
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(2) for inventory not acquired with cash payment, the cost shall be the fair value of the
inventory and the related taxes and fees paid; and

(3) for agricultural products derived from biological assets used in production, the cost shall
be the requisite expenditure such as the cost of materials, labour cost and shared indirect
expenses etc. incurred in the course of output or harvesting.

Article 73Enterprises may choose a cost accounting method for inventory in use or for
sale among the first-in first-out method, weighted average method, specific-unit-cost
method and shall not make any changes arbitrarily once the costing method is chosen.

Article 74Net asset value referred to in Article 16 of the Corporate Income Tax Law and
net value of property referred to in Article 19 shall mean the balance after deducting
depreciation, depletion, amortisation, provision etc.. from the tax base of the relevant
assets and property pursuant to the provisions.

Article 75Unless otherwise stipulated by the finance and tax departments of the State
Council, an enterprise shall determine the income or loss from transfer of asset at the time
of transaction in the course of restructuring; the tax base for the relevant assets shall be
re-determined according to the transaction price.

CHAPTER 3 — TAX AMOUNT PAYABLE

Article 76 The formula for computation of tax amount payable stipulated in Article 22 of the
Corporate Income Tax Law shall be:

Tax amount payable = taxable amount of income x applicable tax rate - tax relief - tax credit

The tax relief and tax credit in the formula shall mean the tax amount payable after
reduction, exemption and relief pursuant to tax incentives stipulated in the Corporate
Income Tax Law and by the State Council.

Article 77Income tax amount paid overseas referred to in Article 23 of the Corporate
Income Tax Law shall mean that an enterprise has paid the Corporate Income Tax for
income sourced outside China payable pursuant to overseas tax laws and the relevant
provisions.

Article 78Tax set-off limit referred to in Article 23 of the Corporate Income Tax Law shall
mean the tax amount payable on income of an enterprise sourced outside China computed
pursuant to the provisions of the Corporate Income Tax Law and these Regulations.
Unless otherwise stipulated by the finance and tax departments of the State Council, such
tax set-off limit shall be computed by country (region) and not by tax items; the formula
shall be as follows:

Tax set-off limit = total taxable amount of income for income sourced in China and
overseas computed pursuant to the provisions of the Corporate Income Tax Law and these
Regulations x taxable amount of income sourced in a particular country (region) =+ the total
taxable amount of income sourced in China and overseas

Article 79The five-year period referred to in Article 23 of the Corporate Income Tax Law
shall mean that five tax years have elapsed since the year following the year in which the
Corporate Income Tax paid by an enterprise overseas for income sourced overseas
exceeded the tax set-off limit.
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Article 80Direct control referred to in Article 24 of the Corporate Income Tax Law shall
mean that a resident enterprise holds 20% or more of the foreign enterprise by direct
shareholding.

Indirect control referred to in Article 24 of the Corporate Income Tax Law shall mean that a
resident enterprise holds 20% or more of the shares of a foreign enterprise through indirect
shareholding; the specific identifying measures shall be separately formulated by the
finance and tax departments of the State Council.

Article 81When an enterprise sets off Corporate Income Tax pursuant to the provisions of
Article 23 and Article 24 of the Corporate Income Tax Law, it shall provide the relevant tax
payment proof issued by the overseas tax authorities for the tax year in respect of the tax
amount.

CHAPTER 4 — TAX INCENTIVES

Article 82Interest income from treasury bonds referred to in item (1) of Article 26 of the
Corporate Income Tax Law shall mean the interest income derived by an enterprise
through holding of treasury bonds issued by the finance department of the State Council.

Article 83Gains from equity investment between resident enterprises which satisfy the
requirements referred to in item (2) of Article 26 of the Corporate Income Tax Law shall
mean investment gains derived by a resident enterprise through direct investment in
another resident enterprise. Gains from equity investments such as dividends and
bonuses etc.. referred to in item (2) and item (3) of Article 26 of the Corporate Income Tax
Law shall exclude investment gains obtained for holding listed and circulating shares
issued by a resident enterprise for less than 12 months consecutively.

Article 84A non-profit organisation which satisfies the requirements referred to in item (4)
of Article 26 of the Corporate Income Tax Law shall mean an organisation which satisfies
the following requirements:

(2) it has performed the registration formalities for non-profit organisations pursuant to the
law;

(2) it engages in charitable or non-profit activities;

(3) except for reasonable expenditure incurred in relation to the organisation, its revenue is
used entirely on registered charitable or non-profit causes stipulated in its articles of
association;

(4) its property and yield thereof are not used for distribution;

(5) the remaining property following its cancellation is used for charitable or non-profit
causes pursuant to the registration or the provisions of the articles of association or
donated by the registration authorities to an organisation of similar nature and objective
and a public announcement shall be made;

(6) the contributor(s) shall not retain or enjoy any property right of property contributed to
the organisation; and

(7) the wage and welfare expenditure of its staff shall be kept within the stipulated ratio and
the property of the organisation shall not be distributed under any pretext.

Attachment 27 - Implementation Regulations for the Corporate Income Tax Law-Bl.pdf - 2016-02-23



The method of identifying and administration of non-profit organisations stipulated in the
preceding paragraph shall be formulated by the finance and tax departments of the State
Council in consultation with the relevant departments of the State Council.

Article 85Unless otherwise stipulated by the finance and tax departments of the State
Council, the income of non-profit organisations which satisfy the requirements referred to
in item (4) of Article 26 of the Corporate Income Tax Law shall exclude income derived by
the non-profit organisation from profitable activities.

Article 86The income of enterprises referred to in item (1) of Article 27 of the Corporate
Income Tax Law derived from agricultural, forestry, husbandry and fishing projects may be
subject to exemption or reduction of Corporate Income Tax as follows:

(1) The income of an enterprise derived from the following projects shall be exempted from
Corporate Income Tax:

(i) cultivation of vegetables, cereals, potatoes, fuels, beans, cotton, linen, sugar, fruit, nuts;
(i) breeding of new crop varieties;

(iii) cultivation of Chinese medical herbs;

(iv) cultivation of forest trees;

(v) livestock husbandry and poultry farming;

(vi) gathering of forest products;

(vii) agricultural, forestry, husbandry and fishery projects such as irrigation, primary
processing of agricultural products, veterinarian, promotion of agricultural technology,
operations and repair and maintenance of agricultural machinery etc..; and

(viii) ocean fishing.

(2) The income of an enterprise derived from the following projects shall be subject to 50%
reduction of Corporate Income Tax:

(i) cultivation of flowers, teas and other beverage crops and spices crops; and
(ii) mariculture and inland aquaculture.

Enterprises engaging in restricted and prohibited projects stipulated by the State shall not
enjoy the Corporate Income Tax incentives stipulated in this Article.

Article 87Key public infrastructure projects supported by the State referred to in item (2) of
Article 27 of the Corporate Income Tax Law shall mean harbour port, airport, railway,
highway, urban public transportation, power, water projects etc. stipulated in the Catalogue
of Corporate Income Tax Incentives for Public Infrastructure Projects.

Income derived by an enterprise investing and operating a key public infrastructure project
supported by the State shall be exempted from Corporate Income Tax for the first year to
the third year with effect from the tax year in which the first sum of production and business
revenue is derived from the project and be subject to Corporate Income Tax at 50%
reduction for the fourth year to the sixth year.
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Contracted business projects, contracted construction projects and self-constructed
projects for own use of an enterprise under this Article shall not enjoy the Corporate
Income Tax incentives stipulated in this Article.

Article 88Environmental protection and energy and water conservation projects which
satisfy the requirements referred to in item (3) of Article 27 of the Corporate Income Tax
Law shall include public sewage treatment, public garbage treatment, comprehensive
development and utilisation of biogas, technological transformation for energy saving and
reduced emissions and desalination etc.. The specific requirements and scope of the
projects shall be formulated by the finance and tax departments of the State Council in
consultation with the relevant departments of the State Council and submitted to the State
Council for approval before promulgation and implementation.

Income derived by an enterprise engaging in an environmental protection or energy and
water conservation project which complies with the conditions stipulated in the preceding
paragraph shall be exempted from Corporate Income Tax for the first year to the third year
with effect from the tax year in which the first sum of production and business revenue is
derived from the project and be subject to Corporate Income Tax at 50% reduction for the
fourth year to the sixth year.

Article 89Where a project which is entitled to the tax reduction and exemption incentives
stipulated in Article 87 and Article 88 of these Regulations is transferred within the tax
exemption and reduction period, the transferee shall enjoy the stipulated tax reduction and
exemption incentives during the remaining term with effect from the date of transfer; where
a project is transferred after the tax exemption and reduction period has expired, the
transferee shall not be entitled to tax reduction and exemption incentives for the project.

Article 90Exemption and reduction of Corporate Income Tax on income from transfer of
technology which satisfies the requirements referred to in item (4) of Article 27 of the
Corporate Income Tax Law shall mean that the income from technology transfer of a
resident enterprise within a tax year does not exceed RMB5 million shall be exempted from
Corporate Income Tax; the part which exceeds RMB5 million shall be subject to Corporate
Income Tax at 50% reduction.

Article 91Income stipulated in item (5) of Article 27 of the Corporate Income Tax Law
derived by a non-resident enterprise shall be subject to Corporate Income Tax at a
reduced tax rate of 10%.

The following income may be exempted from Corporate Income Tax:

(1) interest income derived by foreign governments from provision of loan to the Chinese
government;

(2) interest income derived by international financial institutions from provision of
preferential loan to the Chinese government and resident enterprises; and

(3) any other income approved by the State Council.

Article 92Qualified small profit enterprises referred to in the first paragraph of Article 28 of
the Corporate Income Tax Law shall mean enterprises in industries which are not
restricted or prohibited by the State and satisfy the following conditions:

(1) industrial enterprises with annual taxable amount of income below RMB300,000, less
than 100 employees and total assets below RMB30 million; and
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(2) other enterprises with annual taxable amount of income below RMB300,000, less than
80 employees and total assets below RMB10 million.

Article 93Key advanced and new technology enterprises supported by the State referred
to in the second paragraph of Article 28 of the Corporate Income Tax Law shall mean
enterprises which own core independent intellectual property and satisfy the following
conditions:

(1) the products (services) shall fall under the scope stipulated in the Key Advanced and
New Technology Industries Supported by the State;

(2) the ratio of research and development expenses to the sales revenue shall not be lower
than the stipulated ratio;

(3) the ratio of revenue from advanced and new technology products (services) to total
revenue of the enterprise shall not be lower than the stipulated ratio;

(4) the ratio of technical personnel to all employees of the enterprise shall not be lower than
the stipulated ratio; and

(5) satisfy any other conditions stipulated in the identifying and administration measures for
advanced and new technology enterprises.

The Key Advanced and New Technology Industries Supported by the State and the
identifying and administration measures for advanced and new technology industries shall
be formulated by the science and technology, finance and tax departments of the State
Council in consultation with the relevant departments of the State Council and submitted to
the State Council for approval before promulgation and implementation.

Article 94Ethnic autonomous region referred to in Article 29 of the Corporate Income Tax
Law shall mean autonomous districts, autonomous prefectures and autonomous counties
implementing ethnic autonomy pursuant to the provisions of the Ethnic Autonomy Law of
the People's Republic of China.

Enterprises in restricted and prohibited industries in ethnic autonomous regions shall not
enjoy reduction or exemption of Corporate Income Tax.

Article 95Deduction of research and development expenses referred to in item (1) of
Article 30 of the Corporate Income Tax Law shall mean that where an enterprise has
incurred research and development expenses in the development of new technologies,
new products and new processes but intangible assets are yet to be formed and included
in the profit and loss for the current period, 50% of the research and development
expenses shall be deducted on the basis of actual deduction pursuant to the

provisions; where intangible assets are formed, 150% of the cost of intangible assets shall
be amortised.

Article 96Deduction of wage payments for placement arrangements of disabled
employees referred to in item (2) of Article 30 of the Corporate Income Tax Law shall mean
that where an enterprise makes placement arrangements for disabled employees, 100% of
the wage payments to disabled employees shall be deducted on the basis of actual
deduction. The relevant provisions of the Law of the People's Republic of China on
Protection of Disabled Persons shall apply to the scope of disabled employees.
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The deduction measures for wages paid by an enterprise to other employees as
encouraged by the State referred to in item (2) of Article 30 of the Corporate Income Tax
Law shall be separately formulated by the State Council.

Article 97Set off of taxable amount of income referred to in Article 31 of the Corporate
Income Tax Law shall mean that where a venture capital enterprise invests in non-listed
small and medium advanced and new technology enterprises by way of equity investment
for two years or more, the taxable amount of income of the venture capital enterprise may
be set off against 70% of the investment amount in the year when the equity has been held
for two years; the balance after set off may be carried forward to subsequent tax years for
set off.

Article 98Fixed assets which may adopt a shorter depreciation period or the accelerated
depreciation method referred to in Article 32 of the Corporate Income Tax Law shall
include:

(1) fixed assets subject to technological advancement and faster product updates; and
(2) fixed assets which are always subject to strong vibrations and high corrosion.

Where a fixed asset adopts a shorter depreciation period, the minimum depreciation period
shall not be less than 60% of the depreciation period stipulated in Article 60 of these
Regulations; where a fixed asset adopts the accelerated depreciation, it may adopt the
double declining balance method or the sum-of-years depreciation method.

Article 99Deduction of income referred to in Article 33 of the Corporate Income Tax Law
Article shall mean that 90% of the income derived by an enterprise which uses the
resources stipulated in the Catalogue for Corporate Income Tax Incentives for
Comprehensive Utilisation of Resources as key raw materials to manufacture products
which are not restricted or prohibited by the State and which comply with the relevant
standards of the State and the industry shall be include in the total income amount.

The ratio of raw materials to the materials used in production of products shall not be lower
than the standard stipulated in the Catalogue for Corporate Income Tax Incentives for
Comprehensive Utilisation of Resources.

Article 100Set off against tax amount referred to in Article 34 of the Corporate Income Tax
Law shall mean that where an enterprise has purchased special equipment for use in
environmental protection, energy and water conservation and work safety purposes etc..
stipulated in the Catalogue of Corporate Income Tax Incentives for Special Equipment for
Environmental Protection, the Catalogue of Corporate Income Tax Incentives for Special
Equipment for Energy and Water Conservation, the Catalogue of Corporate Income Tax
Incentives for Special Equipment for Work Safety, 10% of the amount invested in the
special equipment may be set off against the enterprise's tax amount payable for the
current year; the balance after set off may be carried forward to the following five tax years.

An enterprise which enjoys Corporate Income Tax incentives stipulated in the preceding
paragraph must have actually purchased and used the special equipment stipulated in the
preceding paragraph; where an enterprise which has purchased the aforesaid special
equipment transfers or leases the special equipment within five years, it shall cease to
enjoy the Corporate Income Tax incentives and make good Corporate Income Tax which
has been set off.

Article 101The catalogue of Corporate Income Tax incentives stipulated in Article 87,
Article 99 and Article 100 of this Chapter shall be formulated by the finance and tax
departments of the State Council in consultation with the relevant departments of the State
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Council and submitted to the State Council for approval before announcement and
implementation.

Article 102Where an enterprise engages in projects which are subject to different
Corporate Income Tax treatment, income shall be computed for preferential projects
individually and period expenses of the enterprise shall be reasonably shared; where the
income of the projects is not computed individually, the enterprise shall not enjoy
Corporate Income Tax incentives.

CHAPTER 5 — DEDUCTION AT SOURCE

Article 103Where Corporate Income Tax to be paid by a non-resident enterprise is to be
withheld at source pursuant to the Corporate Income Tax Law, the taxable amount of
income shall be computed pursuant to the provisions of Article 19 of the Corporate Income
Tax Law.

Total amount of income referred to in Article 19 of the Corporate Income Tax Law shall
mean all prices and other expenses collected by a non-resident enterprise from payors.

Article 104A payor referred to in Article 37 of the Corporate Income Tax Law shall mean
an organisation or individual which bears direct obligation to pay the relevant amount to a
non-resident enterprise pursuant to the relevant provisions of the laws or contractual
provisions.

Article 105Payment referred to in Article 37 of the Corporate Income Tax Law shall include
payment in currency or non-currency form such as cash payment, payment by remittance,
fund transfer and payment of consideration for interests etc..

Due and payable amounts referred to in Article 37 of the Corporate Income Tax Law shall
mean amounts payable by a payor which shall be included in the relevant costs and
expenses pursuant to the accrual principle.

Article 106The circumstances where a withholding agent may be appointed pursuant to
the provisions of Article 38 of the Corporate Income Tax Law include:

(1) where the expected project period or period for provision of labour services is less than
a tax year, and there is proof of declaration of non-performance of tax payment obligations;

(2) where tax registration or provisional tax registration formalities have not been
completed and the taxpayer has not appointed an agent in China to perform tax payment
obligations on its behalf;

(3) where the tax return for Corporate Income Tax or tax return for prepayment has not
been filed within the stipulated period.

A withholding agent stipulated in the preceding paragraph shall be appointed by tax
authorities of county level and above and the withholding agent shall be notified of the
computation basis for tax withholding, computation method, withholding period and
withholding method.

Article 107The place where income is derived referred to in Article 39 of the Corporate
Income Tax Law shall mean the place where income is determined pursuant to the
principle stipulated in Article 7 of these Regulations. Where income is derived in multiple
locations in China, the taxpayer shall select one of the locations to be the venue for filing of
tax return and payment of Corporate Income Tax.
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Article 1080ther income of a taxpayer in China referred to in Article 39 of the Corporate
Income Tax Law shall mean income from any other sources derived in China by a
taxpayer.

Tax authorities recovering tax payable from a taxpayer shall notify the taxpayer of the
reason for recovery, amount to be recovered, payment period and method etc..

CHAPTER 6 — SPECIAL TAX ADJUSTMENT

Article 109An interested party referred to in Article 41 of the Corporate Income Tax Law
shall mean an enterprise, organisation or individual related to an enterprise in the following
manner:

(1) direct or indirect control over funds, operations, procurement and sales etc..;

(2) under direct or indirect control by the same third party; and

(3) any other interested party relationships.

Article 110Independent transaction principle referred to in Article 41 of the Corporate
Income Tax Law shall mean the principle of business dealings according to fair transaction

price and business norms between unrelated transaction parties.

Article 111Reasonable methods referred to in Article 41 of the Corporate Income Tax Law
shall include:

(1) comparable uncontrolled price method where unrelated transaction parties fix the price
according to the price of an identical or similar business transaction;

(2) resale price method where the price is fixed according to the resale price of goods
purchased from an interested party and sold to an unrelated transaction party less the
gross sales margin for an identical or a similar business transaction;

(3) cost plus method where the price is fixed according to costs plus reasonable expenses
and profits;

(4) transaction profit method where the profit is determined according to the net profit
derived by unrelated transaction parties in an identical or a similar business transaction;

(5) profit split method where distribution of the consolidated profit or loss is made between
an enterprise and its interested party(ies); and

(6) any other method which complies with the independent transaction principle.

Article 112An enterprise may conclude a cost sharing agreement on sharing the costs
with its interested party(ies) pursuant to the provisions of the second paragraph of Article
41 of the Corporate Income Tax Law and according to the independent transaction
principle.

An enterprise and its interested party(ies) shall share costs pursuant to the principle of
matching costs and forecast gains; the relevant information required by the tax authorities
shall be submitted to the tax authorities within the period stipulated by the tax authorities.
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Where the cost sharing between an enterprise and its interested party(ies) violates the
provisions of the first and second paragraphs of this Article, the shared costs shall not be
deducted for computation of the taxable amount of income.

Article 113Predetermined pricing arrangements referred to in Article 42 of the Corporate
Income Tax Law shall mean that the application submitted by an enterprise to the tax
authorities in respect of its pricing principle and computation method for interested party
transactions in subsequent years and the agreement reached between the enterprise and
the tax authorities following negotiation and pursuant to the independent transaction
principle.

Article 114Relevant materials referred to in Article 43 of the Corporate Income Tax Law
shall include:

(1) the standards, computation method and explanatory notes on formulation of prices and
expenses pertaining to business dealings with interested party(ies) for the relevant period;

(2) information pertaining to the resale (transfer) prices or final selling (transfer) prices of
property, property use rights, labour services etc. involved in business dealings with
interested party(ies);

(3) information pertaining to comparable product prices, pricing method and profit margin
etc.. of the enterprise under investigation which should be provided by other enterprises
relating to the investigation on interested party transactions; and

(4) any other information pertaining to business dealings with interested party(ies).

Other enterprises related to the interested party business dealing under investigation
referred to in Article 43 of the Corporate Income Tax Law shall mean enterprises that have
identical or similar production and business operations as the enterprise under
investigation.

An enterprise shall provide information on the standards, computation method and
explanatory notes on formulation of prices and expenses pertaining to business dealings
with interested party(ies) within the period stipulated by the tax authorities. The interested
party(ies) and other enterprises related to the interested party business dealing under
investigation shall provide the relevant information within the period as agreed with the tax
authorities.

Article 115The tax authorities may adopt the following methods for assessment of the
taxable amount of income of an enterprise pursuant to the provisions of Article 44 of the
Corporate Income Tax Law:

(1) assessment based on the profit margin of identical or similar enterprises;
(2) assessment based on costs plus reasonable expenses and profit of the enterprise;

(3) assessment based on the reasonable ratio of the overall profit of the interested
enterprise group; and

(4) assessment based on any other reasonable method.

An enterprise which disagrees with the taxable amount of income assessed by the tax
authorities based on the aforesaid methods stipulated in the preceding paragraph shall
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provide the relevant evidence and the tax authorities shall adjust the assessed taxable
amount of income upon verification.

Article 116A Chinese resident referred to in Article 45 of the Corporate Income Tax Law
shall mean an individual who pays individual income tax in China pursuant to the Individual
Income Tax Law of the People's Republic of China for income derived by him/her in China
or overseas.

Article 117Control referred to in Article 45 of the Corporate Income Tax Law shall include:

(1) where a resident enterprise or a Chinese resident directly or indirectly holds 10% or
more of voting shares solely in a foreign enterprise, and jointly holds 50% or more of the
shares in the foreign enterprise; and

(2) where the shareholding percentage of a resident enterprise or a resident enterprise and
a Chinese resident has yet to attain the standard stipulated in item (1) but it/they has/have
substantive control over the foreign enterprise in terms of shares, funds, operation and
procurement and sale etc..

Article 118The actual tax burden is clearly lower than that stipulated in the first paragraph
of Article 4 of the Corporate Income Tax Law referred to in Article 45 of the Corporate
Income Tax Law shall mean that the actual tax burden is less than 50% of the tax rate
stipulated in the first paragraph of Article 4 of the Corporate Income Tax Law.

Article 119Debt securities investment referred to in Article 46 of the Corporate Income Tax
Law shall mean financing obtained by an enterprise directly or indirectly from an interested
party which requires the enterprise to repay principal and pay interest or make
compensation via any other method which calls for payment of interest.

Debt securities investments obtained by an enterprise from an interested party indirectly
shall include:

(1) debt securities investments provided by an interested party through an unrelated third
party;

(2) debt securities investments provided by an unrelated third party and the interested
party provides guarantee and bears joint and several liability; and

(3) any other debt securities investments obtained from an interested party indirectly.

Equity investments referred to in Article 46 of the Corporate Income Tax Law shall mean
investments accepted by an enterprise where principal repayment and interest payment
are not required and the investor owns the enterprise's net assets.

Standards referred to in Article 46 of the Corporate Income Tax Law shall be separately
formulated by the finance and tax departments of the State Council.

Article 120Arrangements with no reasonable commercial objectives referred to in Article
47 of the Corporate Income Tax Law shall mean that the key objectives are the reduction,
waiver or postponement of tax payment.

Article 121Where the tax authorities make special tax adjustment for an enterprise
pursuant to the provisions of tax laws and administrative regulations, interest shall accrue
daily on the tax to be made good during the period from 1 June of the year following the tax
year in respect of the tax amount to the date of retrospective tax payment.
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The interest accrued in the preceding paragraph shall not be deducted for computation of
taxable amount of income.

Article 122Interest referred to in Article 48 of the Corporate Income Tax Law shall be
computed using the Renminbi loan benchmark interest rate announced by the People's
Bank of China in the tax year in respect of the tax amount for the same period as the
retrospective tax payment period plus five percentage points.

An enterprise which provides the relevant information pursuant to the provisions of Article
43 of the Corporate Income Tax Law and these Regulations may compute interest using
the benchmark interest rate for Renminbi loan stipulated in the preceding paragraph.

Article 123Where a business dealing between an enterprise and its interested party(ies)
does not comply with the independent transaction principle or the enterprise has made
other arrangements with no reasonable commercial objectives, the tax authorities shall
have the right to make tax adjustment within 10 years from the tax year in which the
business dealing occurs.

CHAPTER 7 — ADMINISTRATION OF LEVYING AND COLLECTION

Article 124The place of incorporation of an enterprise referred to in Article 50 of the
Corporate Income Tax Law shall mean the place of incorporation of the enterprise
pursuant to the relevant provisions of the State.

Article 125An enterprise which computes and pays Corporate Income Tax on a
consolidated basis shall compute its taxable amount of income on a consolidated
basis; the detailed measures shall be separately formulated by the finance and tax
authorities of the State Council.

Article 126 The main office or premises referred to in Article 51 of the Corporate Income
Tax Law shall satisfy the following conditions:

(2) it shall bear supervision and management responsibilities for the production and
business activities of the other offices and premises; and

(2) it shall set up complete accounts and vouchers and must accurately reflect the revenue,
costs, expenses and profit and loss of various offices and premises.

Article 127Examination and approval by the tax authorities referred to in Article 51 of the
Corporate Income Tax Law shall mean examination and approval by the common
higher-level tax authorities of the tax authorities at the locations of various offices and
premises.

Where a non-resident enterprise which has obtained approval for payment of Corporate
Income Tax on a consolidated basis subsequently needs to set up new offices or premises,
merge, relocate or close down offices or premises or to cease business activities of an
office or premises, its main office or premises responsible for filing tax return for and
payment of Corporate Income Tax on a consolidated basis shall report to the tax
authorities at the location of the main office or premises in advance; where there is a need
to change the main office or premises responsible for filing of tax return and payment of
Corporate Income Tax on a consolidated basis, the formalities stipulated in the preceding
paragraph shall be completed.

Article 128Monthly or quarterly prepayment of Corporate Income Tax shall be assessed
by the tax authorities.

Attachment 27 - Implementation Regulations for the Corporate Income Tax Law-Bl.pdf - 2016-02-23



An enterprise which makes monthly or quarterly prepayment of Corporate Income Tax
pursuant to the provisions of Article 54 of the Corporate Income Tax Law shall make
prepayment according to the actual profit amount of the month or quarter; where there is
difficulty in making prepayment according to the actual profit of the month or quarter,
prepayments may be made according to the average monthly or quarterly amount of the
taxable amount of income in the preceding tax year, or according to any other method
approved by the tax authorities. The prepayment method, once confirmed, shall not be
changed arbitrarily within the tax year.

Article 129Regardless of profit or loss in a tax year, an enterprise shall submit to the tax
authorities the tax return form for prepayment of Corporate Income Tax, annual tax return
for Corporate Income Tax, financial accounting reports and any other relevant materials
stipulated by the tax authorities within the period stipulated in Article 54 of the Corporate
Income Tax Law.

Article 130Where the income of an enterprise is not computed in Renminbi, the enterprise
shall compute the taxable amount of income in Renminbi using the middle price of the
Renminbi exchange rate on the last day of the month or the quarter when making
prepayment of Corporate Income Tax. At the time of year-end final settlement, the
enterprise is not required to re-compute monthly or quarterly prepaid tax amounts but shall
use the middle price of Renminbi exchange rate on the last day of the tax year to convert
unpaid corporate income tax in the tax year into Renminbi for computation of the taxable
amount of income in Renminbi.

Upon checking and confirmation by the tax authorities, where the income stipulated in the
preceding paragraph is under-computed or over-computed by the enterprise, the
enterprise shall use the middle price of Renminbi exchange rate on the last day of the
preceding month of the checking and confirmation of tax to be made good or tax refund to
convert the under-computed or over-computed income into Renminbi for computation of
taxable amount of income before computation of the tax amount to be made good or
refunded.

CHAPTER 8 — SUPPLEMENTARY PROVISIONS

Article 131Enterprises approved and established before the promulgation of this Law
referred to in the first paragraph of Article 57 of the Corporate Income Tax Law shall mean
enterprises which have completed registration before the promulgation of the Corporate
Income Tax Law.

Article 132The relevant provisions of the second and third paragraphs of Article 2 of the
Corporate Income Tax Law shall apply by reference to enterprises established in the Hong
Kong Special Administrative Region, Macau Special Administrative Region and Taiwan.

Article 133These Regulations shall be effective 1 January 2008. The Implementation
Regulations for the Corporate Income Tax Law of the People's Republic of China for
Foreign Investment Enterprises and Foreign Enterprises promulgated by the State Council
on 30 June 1991 and the Implementation Regulations for the Provisional Regulations of
the People's Republic of China on corporate income tax promulgated by the Ministry of
Finance on 4 February 1994 shall be repealed simultaneously.
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Provisional Reqgulations of the People's Republic of China on
Urban and Township Land Use Tax (Amended in 2013)

Promulgation Authorities: State Council
Promulgation Date: 2013.12.07
Effective Date: 2013.12.07

Validity Status: valid

Provisional Regulations of the People's Republic of China on Urban
and Township Land Use Tax (Amended in 2013)

Article 1.These Regulations are formulated for the purposes of utilising urban and
township land rationally, regulating differential land prices, raising land use efficiency and
strengthening land administration.

Article 2.0rganisations and individuals that use land within the region of a city, county
town, town or industrial and mining area shall be taxpayers of the urban land use tax
(hereinafter referred to as the "land use tax") and pay land use tax pursuant to the
provisions of these Regulations.

Organisations mentioned in the preceding paragraph include State-owned enterprises,
collective enterprises, private enterprises, enterprises with a shareholding structure,
foreign investment enterprises, foreign enterprises and any other enterprises and
institutions, social organisations, State departments, armed forces and other
organisations; individuals mentioned in the preceding paragraph include
individually-owned businesses and other individuals.

Article 3.Land use tax shall be calculated on the basis of the actual land area occupied by
the taxpayer, and levied and collected pursuant to the stipulated taxable amounts.

The organisation that surveys the actual land area occupied by a taxpayer as mentioned in
the preceding paragraph shall be determined by the People's Governments of provinces,
autonomous regions and centrally-administered municipalities according to the actual
circumstance.

Article 4.The taxable amount per square metre for land use tax shall be as follows:
(1) RMBL1.5 to RMB30 for large cities;

(2) RMBL1.2 to RMB24 for medium cities;

(3) RMBO0.9 to RMB18 for small cities;

(4) RMBO0.6 to RMB12 for county towns, towns and industrial and mining areas.

Article 5.The People's Governments of provinces, autonomous regions and
centrally-administered municipalities shall, pursuant to conditions such as the level of
municipal development, degree of economic prosperity, etc, determine the range of
applicable tax amounts for their respective jurisdictions within the range of tax amounts
stipulated in Article 4.
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The People's Governments of municipalities and counties shall, pursuant to actual
circumstances, divide the land in their respective jurisdictions into several grades and
formulate a corresponding applicable tax amount standard, within the range of tax
amounts determined by the People's Government of the respective province, autonomous
region or centrally-administered municipality, and submit the standard to the People's
Government of the respective province, autonomous region or centrally-administered
municipalities for approval before implementation.

Upon approval by the People's Government of the province, autonomous region or
centrally-administered municipality, the standard of applicable tax amount of land use tax
in an economically undeveloped region may be reduced appropriately, provided the
amount of reduction does not exceed 30% of the minimum taxable amount stipulated in
Article 4. The applicable tax amount standard for land use tax in an economically
developed region may be raised appropriately, provided the raise is approved by the
Ministry of Finance.

Article 6.The following types of land shall be exempted from land use tax :
(1) land used by State authorities, civil organisations and armed forces;

(2) land used by organisations that receive allocated funding from the State finance
authorities;

(3) land used for religious buildings, parks, scenic and historic attractions;
(4) municipal roads, squares, green zones and any other publicly used land;
(5) land used directly for agriculture, forestry, husbandry and fishery purposes;

(6) land from approved mountain clearings, sea reclamations and transformed abandoned
land shall be exempted from land use tax for five to ten years from the month when the land
is put to use; and

(7) land used for energy, communications, water resources facilities and any other form of
land use that is granted tax exemption separately by the Ministry of Finance.

Article 7.With the exception of the provisions under Article 6, where a taxpayer has
genuine difficulty paying land use tax and requires regular tax reductions or exemptions,
the case shall be subject to the approval from the tax authorities at the county level or
above.

Article 8.Land use tax shall be calculated annually and paid in installments. The payment
period shall be determined by the People's Governments of provinces, autonomous
regions and centrally-administered municipalities.

Article 9.Newly expropriated land shall be subject to land use tax pursuant to the following
provisions:

(1) arable land which has been requisitioned shall be subject to land use tax with effect
after one year from the date of approval of the requisition; and

(2) non-arable land which has been requisitioned shall be subject to land use tax with effect
in the following month after the date of approval of the requisition.
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Article 10.Land use tax shall be levied and collected by the tax authorities at the location of
the land. Land administration authorities shall provide information on land use and
ownership to the tax authorities at the location of the land.

Article 11.The administration of levying and collection of land use tax shall be executed
pursuant to the provisions of the Law of the People's Republic of China on Administration
of Tax Levying and Collection and these Regulations.

Article 12.The revenue from land use tax shall be included in the Budget for
administration.

Article 13.The implementation measures for these Regulations shall be formulated by the
People's Governments of the provinces, autonomous regions and centrally-administered
municipalities.

Article 14.These Regulations shall be effective 1 November 1988 and the land use fee
measures promulgated by all localities shall cease to be implemented simultaneously.
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Notice of State Administration of Taxation on Relevant Matters
Regarding Delegating the Approval Right for Reduction and
Exemption of Urban and Town Land Use Tax Due to Difficulty

Promulgating authority: State Administration of Taxation
Promulgating Date: 2014.01.08

Effective Date: 2014.01.01

Validity Status: Effective

Document No.: State Administration of Taxation Notice [2004 ] No. 1

Notice of State Administration of Taxation on Relevant Matters
Regarding Delegating the Approval Right for Reduction and
Exemption of Urban and Town Land Use Tax Due to Difficulty

State Administration of Taxation Notice [2004 ] No. 1

According to Decision of the State Council on Canceling Administrative
Approval Requirements or Delegating Approval Power to Lower-level
Authorities for a Batch of Items(Guofa(2013) No. 44) and Decision of the
State Council on Amending Certain Administrative Regulations(State
Council Decree No. 645), the approval authority for urban land use tax
reduction and exemption due to difficulty shall be delegated to local
taxation authority at or above the county level. It is hereby notified as
below:

1. The local taxation authority of provincial, autonomous region,
municipality directly under the central government and municipalities with
independent planning status (hereinafter referred to as provincial local
taxation authority) should determine the approval authority of provincial,
city and county local taxation authority reasonably according to the type of
difficulty, amount of tax reduction and exemption, the management of the
area based on the principle of decreasing the burden and increasing the
efficiency so as to facilitate the taxpayer.

2. The tax reduction and exemption due to difficulty should be approved
annually. The taxpayer should apply for and submit the relevant materials
In writing to competent taxation authority or the taxation authority with
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approval authority. The materials submitted by the taxpayers should be
real, accurate and complete.

3. The conditions, process, time and other matters about the tax
reduction and exemption due to difficulty should be determined by
provincial local taxation authorities. When determining the conditions of
tax deduction and exemption, the provincial local taxation authorities shall
satisfy the requirement on the adjustment of industrial structure and
intensive land use of the state. For the enterprises which suffer great loss
due to the natural disaster caused by wind, fire, water and earthquake or
other force majeure, the enterprises suffering great loss which engage in
the industry encouraged or supported by the state or public welfare, the tax
reduction or exemption can be granted periodically if it is difficult for them

to pay the urban land use tax. The tax reduction or exemption can’ t be
granted for the industries restrained or discouraged by the state.

4. Provincial local taxation authority should promulgate and publish
the approval method on the tax reduction and exemption due to difficulty
in its area, clarifying the approval authority of tax reduction and exemption
due to difficulty, the conditions, process and time of the tax reduction and
exemption due to difficulty. At the same time, strengthen the follow-up
supervision and management of tax reduction and exemption due to
difficulty and avoid the illegal approval. Establish and complete approval
management and risks prevention system, increase the inspection, find and
solve the problem timely and perfect the approval management of tax
reduction and exemption duo to difficulty.

5. The local taxation authority responsible for the approval of tax
reduction and exemption due to difficulty should insist the service and
management. The taxation authority should strengthen the publicity and
explanation so that the taxpayers can know the conditions, responsible
authority, process and materials submitted of tax reduction and exemption
due to difficulty, optimize the approval process of tax reduction and
exemption due to difficulty, simplify the procedure, innovate the
management method and promote the on-line approval. At the same, the
taxation authority should strengthen the beforehand and afterwards of
approval of tax reduction and exemption due to difficulty, explicit the duty
and authority of the department and post and strict the responsibility. The
taxation authority should set up the report of approval for tax reduction and
exemption due to difficulty and report the approval situation for tax
reduction and exemption due to difficulty to upper level taxation authority
periodically, strengthen the dynamic management for the subject of the tax
reduction and exemption due to difficulty and follow up the assessment for
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the taxpayers obtained tax reduction and exemption due to difficulty. The
taxation authority should examine again if the situations change and pursue
the tax payment and punish accordingly for defrauding tax reduction and
exemption.

6. The matters not covered by this notice shall be implemented according
to Administrative Measures on Tax Reduction and Exemption (Trial
Implementation) and relevant provisions.

This notice goes into effect since January 1, 2014. The Notice on Relevant
Issues after Delegating the approval authority for urban land use tax
reduction and exemption due to difficulty by State Administration of
Taxation (Guoshuihan [2004] No. 940) shall be abolished.

It is hereby notified.

State Administration of Taxation
January 8, 2014
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Notice of the State Council on the Adjustment of Tax Policies
for Imported Equipment

Promulgation Authorities: State Council
Promulgation Date: 1997.12.29
Effective Date: 1997.12.29

Validity Status: valid

Document Number: Guo Fa [1997] Document No 37

Notice of the State Council on the Adjustment of Tax Policies for
Imported Equipment

Guo Fa [1997] Document No 37
Promulgated 29 December 1997 by the State Council.

In order to further expand the use of foreign investment, to attract the import of foreign
advanced technology and equipment, to promote technological advancement and the
adjustment of the structure of industry and to maintain the continued, rapid and healthy
development of the national economy, the State Council has decided from 1 January 1998
to exempt, within stipulated limits, customs duty and import-linked value-added tax on
equipment imported by domestic investment projects and foreign investment projects
whose development is encouraged by the State. A Notice on this issue is announced as
follows:

1.
Scope of tax exemption for imported equipment

(1) Equipment for the projects' own use imported within the total investment amount, in the
case of technology transfer foreign investment projects which comply with the encouraged
project category or restricted project category B of the Guideline Catalogue of Foreign
Investment Industries, will be exempt from customs duty and import-linked value-added
tax, except for those goods included in the Catalogue of Import Commodities for Foreign
Investment Projects Not Granted Tax-free Status.

Equipment for the projects' own use imported under foreign government loan or
international financial orgnaisation loan projects, and imported equipment not given a
value assessment which is provided by the foreign party in a processing trade project will
be handled with reference to the previous paragraph and will be exempt from customs duty
and import-linked value-added tax, except for those goods listed in the Catalogue of Import
of Commodities for Foreign Investment Projects Not Granted Tax-free Status.

(2) Equipment for the projects' own use imported within the total investment amount in the
case of domestic investment projects which comply with the Catalogue of Key Industries,
Products and Technology Currently Encouraged for Development in China will be exempt
from customs duty and import-linked value-added tax, except for those goods listed in the
Catalogue of Import Commaodities for Domestic Investment Projects Not Granted Tax-free
Status.
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(3) In the case of projects which comply with the above provisions, technology and
accessories and spare parts which are imported together with the equipment in
accordance with the contract will also be exempt from customs duty and import-linked
value-added tax.

(4) The State Council will decide whether or not to grant a tax reduction or tax exemption
for imported equipment outside the scope stipulated in the above provisions.

2.
Administration of tax exemptions for imported equipment

(1) The jurisdiction and procedures of examination and approval for investment project
feasibility study reports will continue to be implemented in accordance with the relevant
existing State regulations. Projects exceeding the limits will be separately examined and
approved by the State Planning Commission or the State Economic and Trade
Commission. Projects under the limits will be examined and approved by provincial level
people's governments, the relevant State Council departments. the people's governments
of municipalities subject to independent planning and State pilot enterprise groups which
have been authorised by the State Council. Foreign investment projects, however, must be
examined and approved in accordance with the Provisional Regulations on Foreign
Investment Guidelines. When the examination and approval organ issues its official
response to a feasibility study report, it may issue a uniform format verification certificate
for a project category B of the Guideline Catalogue of Foreign investment Industries, a
project which complies with the Catalogue of Key Industries, Products and Technology
Currently Encouraged for Development in China, or a project which uses a foreign
government loan or international financial organisation loan. Depending on the investment
nature of the project, the letter of confirmation for a project under the limit must be
presented, together with the feasibility study report, to either the State Planning
Commission or the State Economic and Trade Commission for the record. A unit which
violates examination and approval provisions will be dealt with severely.

(2) A project unit must present the letter of confirmation issued by the examination and
approval organ of the projects’ feasibility study report to the customs in charge to carry out
import tax exemption procedures. For a foreign investment project, it will be necessary to
also present the approval document of the enterprise's establishment issued by a foreign
economics and trade department, as well as the business licence issued by an
administrative department for industry and commerce. A processing trade unit which
imports equipment without a value assessment provided by the foreign business party
must present the approved processing trade contract to the customs in charge to carry out
import tax exemption procedures. The customs will carry out its examination and approval
of a case according to these procedures and by checking the goods against the Catalogue
of Import Commodities Not Granted Tax-free Status.

(3) The General Administration of Customs will issue a uniform number to projects which

are granted a tax exemption. It will establish a database, improve checking to prevent tax
evasion, conscientiously implement supervision, management, and actively coordinate the
relevant departments to complete investigation work.

(4) All relevant units must pay attention to simplifying operating links, streamlining
examination and approval procedures, accelerating the examination and approval process,
thus allowing these important tax exemption policies to be realised so as to achieve
practical results.

3.
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Tax exemption for imported equipment of projects carried forward

(1) Equipment imported by a technology transformation project approved before 31 March
1996 in accordance with the State stipulated procedures will, according to the originally
approved scope for equipment granted a tax reduction or exemption, be exempt from
customs import duty and import-linked value-added tax from 1 January 1998. The project
unit must present the original approval documents to the customs in charge to carry out tax
exemption procedures.

(2) Equipment imported by a foreign investment project or domestic investment project
whose establishment was approved from 1 April 1996 to 31 December 1997 in accordance
with the State stipulated procedures will, along with equipment imported by a project using
a foreign government loan or international financial organisation loan between 1 January
1995 and 31 December 1997, be exempt from customs import duty and import-linked
value-added tax from 1 January 1998, except for those imported goods not granted
tax-free status as defined by this Notice. The project unit must present the original approval
documents to its principal customs to carry out tax exemption procedures.
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Announcement of Ministry of Finance, China’s Customs and State

Administration of Taxation
No.43 of 2008

In order to cooperate with reform of VAT, regulate tax system, upon approval of State
Council, some preferential tax policies for imports are adjusted. It is hereby notified

as follows:

I. As of January 1, 2009, levy of import VAT on the following imported
equipment which was stipulated in Circular of the State Council Concerning the
Adjustment in the Taxation Policy of Import Equipment (GUOFA (1997) No.37)
shall be restored: imported equipment used by nationally-encouraged domestic
investment projects and foreign-invested projects, imported equipment used for
projects with foreign government loan and international financial institution loan,
imported equipment provided free by foreign processing trade enterprises, and
affiliated technology, accessories and spare parts imported together with the
above-said equipment based on the relevant contracts. Tariff will be exempted

within the prior scope.

I1. As of January 1, 2009, levy of import VAT on the following imported
equipment which was stipulated in Circular of China’s Customs concerning
Relative Preferential Tax Policies of Import for Further Encourage Foreign
Investment (Shu Shui [1999]No0.791) shall be restored: imported equipment used
for technological improvement carried out by foreign-invested research &
development center and foreign-invested enterprises, including technology,
accessories and spare parts related to those imported equipment. Tariff will be

exempted within the prior scope.

I1l. As of January 1, 2009, levy of import VAT on the following imported
equipment which was stipulated in Circular of the State Council Concerning the
Adjustment in the Taxation Policy of Import Equipment (GUOFA (1997) No.37)

shall be restored: imported equipment and the affiliated technology, accessories
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and spare parts used by software development enterprises, circuit plants, urban

metro projects and others. Tariff will be exempted within the prior scope.

IV. Tariff and VAT for equipments and technology, accessories and spare parts
related to those imported equipments during imports will be exempted for
projects which acquired Confirmation Letter for National Encouraged Domestic
and Foreign Projects before November 10, 2008 and declared import before June
30, 2009. For those declared after July 1, 2009, the levy of import VAT will be

restored. Tariff will be exempted within the prior scope.

Ministry of Finance, China’s Customs and State Administration of Taxation

December 25, 2008
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Notice of Ministry of Finance and State Administration of Taxation on Exemption of
VAT for Certain Products Comprehensively Utilizing Resources

Promulgating Institution: The ministry of Finance, the State Administration of
Taxation

Promulgating Date: 1995.04.28

Effective Date: 1995.01.01

Validity Status: Invalidation/Abolish

Document No. : Caishuizi (1995) No. 44

Note: This notice has been abolished by the determination on the rescinded and invalid
financial regulations and administrative document directory (the 11™ batch) (published
on Feb 21, 2011 and went into effect on Feb 21, 2011).

Notice of Ministry of Finance and State Administration of Taxation on Exemption of

VAT for Certain Products Comprehensively Utilizing Resources

Caishuizi (1995) No. 44

The financial department and national taxation bureau of provinces, autonomous
regions and municipalities directly under the Central Government and
municipalities with independent planning status

After the approval of the State Council, regarding the VAT of partly
comprehensive resource utilization products, it is hereby notified:

Article 1. For the building materials produced from raw materials containing no
less than 30% gangue, stone coal, coal ash and bottom ash of coal burning boiler, VAT
is exempted before the end of 1995.

Article 2: For the gold and silver produced using wastefluid, the VAT is exempted
before the end of 1995 in accordance with the tax policies for gold and silver.

Article 3: This notice goes into effect since January 1, 1995.

April 28, 1995
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Notice of the Ministry of Finance and the State Administration of
Taxation on VAT Policies for Products Made from Comprehensive Use of
Resources and Other Products

Promulgating Institution:  Ministry of Finance; State Administration of Taxation

Document Number: Cai Shui [2008] No. 156

Promulgating Date: 12/09/2008

Effective Date: 07/01/2008

Validity Status: Repealed

Revision History: Article 5 of this document has been repealed pursuant to the

Supplementary Notice of the Ministry of Finance and the State
Administration of Taxation on Value—added Tax Policies Concerning
Products Based on Comprehensive Utilization of Resources and Other
Products (effective date: July 1, 2008) promulgated on December 29,
2009.

The provisions on sewage treatment in Article 2 of this document has
been revised pursuant to the Notice of the Ministry of Finance and the
State Administration of Taxation on the Pollutant Discharge Standards
Applicable to Taxpayers Enjoying Preferential Value—added Tax Policies
on Comprehensive Utilization of Resources (effective date: April 1, 2013)

promulgated on April 1, 2013.

To the finance departments (bureaus), financial supervision commissioner's offices and State taxation
bureaus of all provinces, autonomous regions, municipalities directly under the Central Government
and cities specially designated in the State plan, and the Public Finance Bureau of Xinjiang
Production and Construction Corps:

For purposes of further promoting comprehensive use of resources and energy conservation and
emission reduction, we hereby decide to modify and improve value-added tax ("VAT") policies for
some products made from comprehensive use of resources. At the same time, in order to regulate the
identification and management of products made from comprehensive use of resources, relevant
policies need to be integrated. Relevant VAT policies for products made from comprehensive use of
resources and other products are hereby unified and clarified as follows:

1. Selling of the following self-made products shall be exempted from VAT:

(1) Reclaimed water. Reclaimed water refers to water resources that are recycled from treated water
from sewage factory, industrial water (mine water), domestic sewage and penetrating fluid from
refuse treatment plants and are properly treated and reused in some areas. Reclaimed water should
conform to relevant provisions of Quality Standards for Reclaimed Water (SL368--2006) by the
Ministry of Water Resources.

(2) Rubber powder made totally from waste tires. Rubber powder should conform to performance
indicators as provided in GB/T19208—2008.

(3) Retreaded tires. Retreaded tires should conform to performance indicators as provided in GB7037
—2007, GB14646—2007 or HG/T3979—2007, and should be made totally from waste tires.

(4) Specific building materials with no less than 30 percent of waste residues in raw materials.

The aforesaid specific building materials refer to bricks (not including fired common bricks), building
blocks, porcelain grains, wall slabs, tubing materials, concrete, mortar, man-hole lids, road parapets,
fire-proof materials, fire-resisting materials, heat-insulating materials and mineral cotton.

2. Sewage treatment services shall be exempted from value-added tax. Sewage treatment refers to
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treatment on sewage so that water quality can reach standards as prescribed in GB18918—2002.

3. The policy of immediate rebate on VAT shall be applied to selling of the following self-made
products:

(2) Highly pure carbon dioxide made from industrial waste gas. The highly pure carbon dioxide shall
conform to relevant provisions of GB10621—2006.

(2) Electric or thermal power produced from garbage. The proportion of garbage among fuel form
power generation shall be not less than 80 percent, and pollutant emission shall conform to Phase-|
standards of GB13223—2003 or relevant provisions of GB18485—2001.

The aforesaid garbage refers to domestic refuse, straws, bark residues, mud and medical waste.
(3) Shale oil extracted from kerogen shale, a discarded by-product of coal mining.

(4) Recycled asphalt concrete produced from waste asphalt concrete. The proportion of waste asphalt
concrete among raw materials shall be not less than 30 percent.

(5) Cement (including cement clinker) produced by rotary kiln process for which the proportion of
waste residues among raw materialsis not less than 30 percent.

(a) For enterprises producing cement by firing raw materials and grinding clinkers, the proportion of
waste residue shall be calculated as follows. Proportion of waste residue = (amount of waste residue
in raw material firing + amount of waste residue in clinker grinding) + (amount of raw materials +
total amount of waste residue + amount of other materials) x100%.

(b) For enterprises producing cement by grinding purchased clinkers, the proportion of waste residue
shall be calculated as follows. Proportion of waste residue = amount of waste residue in clinker
grinding + (amount of clinkers + amount of waste residue + amount of other materials) x100%.

(Note: According to the Supplementary Notice of the Ministry of Finance and the State
Administration of Taxation on Vaue-added Tax Policies Concerning Products Based on
Comprehensive Utilization of Resources and Other Products promulgated on December 29, 2009,
Item (5) herein has been declared repealed.)

4. The policy of immediate rebate (50 percent) on VAT shall be applied to selling of the following
self-made products:

(1) Nitro-cotton powder produced from discarded military propellant powder. The proportion of
discarded military propellant powder among raw material shall be not less than 90 percent.

(2) By-products of desulfurization of fumes and highly sulfurous natural gas emitted by coal-burning
power plants and industrial enterprises. The by-products aforesaid refer to plaster (proportion of
gypsum shall be not less than 85 percent), sulfurous acid (its density shall be not lower than 15
percent), ammonium sulphate (its nitrogen content shall be not less than 18 percent) and sulfur.

(3) Steam, activated carbon, white carbon black, lactic acid, calcium lactate and methane produced
from distillers’ grains and bottom water. The proportion of distillers grains and bottom water among
raw materials shall be not less than 80 percent.

(4) Electric and thermal power generated from coal gangue, coa slime, stone coal and kerogen shale.
The proportion of coal gangue, coal slime, stone coal and kerogen shale among fuel for power
generation shall be not less than 60 percent.

(5) Electric power generated from wind power.

(6) Some new walling materials. The scope shall be determined by

Appendix 1: Catalogue of New Walling Materials Enjoying Preferential VAT Policies.

5. Charge-and-rebate policy shall be applied to selling of bio-diesel made from comprehensive use of
resources.

Bio-diesel made from comprehensive use of resources as mentioned above refers to diesel produced
with discarded animal oil and vegetable oil as raw materials. The proportion of discarded animal oil
and vegetable oil among raw materials shall be not less than 70 percent.
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6. Vaue-added tax shall be levied on solid clay bricks and tiles produced by general tax payers of
VAT at applicable tax rate, and the simple method for taxation shall not be applied. From July 1,
2008, cement (including cement clinker) produced by shaft kiln process shall not enjoy the policy of
immediate rebate on value-added tax as prescribed in the present notice.

7. Tax payers applying for preferential VAT policies for products made from comprehensive use of
resources as prescribed in clauses 1, 3, and 5 or items (1) to (4) of clause 4 shall, in accordance with
the relevant provisions of Circular of the National Development and Reform Commission, the
Ministry of Finance and the State Administration of Taxation concerning Printing and Distributing the
'‘Administrative Measures for the Determination of Resources Comprehensive Utilization Encouraged
by the State’ (No. 1864 [2006] of NDRC), apply and secure Certificate on Determination of
Resources Comprehensive Utilization, otherwise they shall not enjoy the relevant preferential VAT
policies.

8. The exemption and immediate rebate policies on VAT as prescribed in the this Notice shall be
executed by taxation authorities and the charge-and-rebate policies shall be executed dispatched
financial commissioners offices of the Ministry of Finance and relevant financial authorities in
accordance with relevant regulations.

9. Waste residues as mentioned in the present notice refer to mining and mineral processing waste
residues, smelting waste residues, chemical industry waste residues and other waste residues. Scope
of waste residues shal be determined by Appendix 2: Catalogue of Waste Residues Enjoying
Preferential VAT Policies.

The proportion of waste residue and waster materials among raw materials as mentioned in the
present notice shall be calculated by weight instead of volume.

10. Policies as stated in clauses 1 and 2 shall become effective from January 1, 2009, and those stated
in clauses 3, 4 and 5 shall become effective from July 1, 2008. Notice of the Ministry of Finance and
the State Administration of Taxation on VAT Exemption for Some Products Made from
Comprehensive Use of Resources (No. 44 [1995] of MOFCOM and SAT), Notice of the Ministry of
Finance and the State Administration of Taxation on Continuing Preferential VAT Policies for Some
Products Made from Comprehensive Use of Resources (No. 20 [1996] of MOFCOM and SAT),
Notice of the Ministry of Finance and the State Administration of Taxation on VAT Policies for Some
Products Made from Comprehensive Use of Resources and Other Products (No. 198 [2001] of
MOFCOM and SAT), Supplementary Notice of the Ministry of Finance and the State Administration
of Taxation on VAT Policies for Some Products Made from Comprehensive Use of Resources (No.
25 [2004] of MOFCOM and SAT), Reply of the State Administration of Taxation on Levying VAT
Tax on Building Materials (Letter No. 1151 [2003] of SAT), Reply of the State Administration of
Taxation on Cement Clinker Made from Waste Residue Enjoying VAT Policies for Products Made
from Comprehensive Use of Resources (Letter No. 1164 [2003] of SAT), Reply of the State
Administration of Taxation on Calculating Proportion of Waste Residue in Cement Made from Waste
Residue (Letter No. 45 [2004] of SAT), Notice of the State Administration of Taxation on Clarifying
Scope of Building Materials Made from Comprehensive Use of Resources and Waste Residue (L etter
No. 446 [2007] of SAT) and Reply of the State Administration of Taxation on VAT Policies for
Silver Made from Waste Fluid (Residue) (Letter No. 116 [2008] of SAT) shall be annulled.

Appendixes:
1. Catalogue of New Walling Materials Enjoying Preferential VAT Policies

2. Catalogue of Waste Residues Subject to Preferential VAT Policies
Ministry of Finance

State Administration of
Taxation

December 9, 2008

Appendix 1
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Catalogue of New Walling Materials Enjoying Preferential VAT Policies
|. Bricks

1. Fired porous non-clay bricks (conforming to technical specifications of GB13544—2000) and
fired hollow non-clay bricks (conforming to technical specifications of GB13545—2003).

2. Porous concrete bricks (conforming to technical specifications of JC943—2004).

3. Steam-cured fly-ash bricks (conforming to technical specifications of JC239 —2001) and
steam-cured hollow cement-sand bricks (conforming to technical specifications of JC/T637—199).

4. Fired porous bricks (restricted to western areas, conforming to technical specifications of
GB13544 —2000) and fired hollow bricks (restricted to western areas, conforming to technical
specifications of GB13545—2003).

I1. Building blocks

1. Small hollow common concrete building blocks (conforming to technical specifications of
GB8239—1997).

2. Small hollow light-weight aggregate concrete building blocks (conforming to technica
specifications of GB15229—2002).

3. Fired hollow building blocks (with coal gangue, mud, building waste and kerogen shale as raw
materials, conforming to technical specifications of GB13545—2003).

4. Steam-cured concrete building blocks (conforming to technical specifications of GB/T11968—
2006).

5. Plaster building blocks (conforming to technical specifications of JC/T698—1998).

6. Small hollow fly-ash building blocks (conforming to technical specifications of JC862—2000).
[11. Slabs

1. Steam-cured concrete slabs (conforming to technical specifications of GB15762—1995).

2. Light boards used as partitions (conforming to technical specifications of JG/T169—2005).

3. Steel-fabric polystyrene sandwich slabs (conforming to technical specifications of JC623—1996).
4. Hollow plaster stripe slab (conforming to technical specifications of JC/T829—1998).

5. Light porous glass-fiber-reinforced concrete partition slabs (usually called GRC slabs, conforming
to technical specifications of GB/T19631—2005).

6. Metal-faced sandwich boards, including metal-faced polystyrene sandwich boards (conforming to

technical specifications of JC689 —1998), hard meta-faced polyurethane sandwich boards
(conforming to technical specifications of JC/T868 —2000), and metal-faced mineral wool and
silicate cotton sandwich boards (conforming to technical specifications of JC/T869—2000).

7. Building boards, including paper-faced plaster boards (conforming to technical specifications of
GB/T9775—1999), fiber-reinforced calcium silicate boards (conforming to technical specifications of
JCIT564—2000), fiber-reinforced low alkalinity concrete building boards (conforming to technical
specifications of JC/T626—1996), vinylon-fiber-reinforced concrete boards (conforming to technical
specifications of JC/T671 —1997) and mineral fiber concrete boards (conforming to technical
specifications of JC/T412).

IV. Concrete bricks, fired heat-insulating bricks (building blocks), hollow steedl mesh partition,
compound heat-insulating bricks (building blocks), precast compound wall dabs, polyurethane rigid
foam compound slabs and building walls made from special polyurethane.

Appendix 2

Catalogue of Waste Residues Subject to Preferential VAT Policies
Waste residues as mentioned in the present notice refer to mining and mineral processing waste
residues, smelting waste residues, chemical industry waste residues and other waste residues.

I. Mining and mineral processing waste residues refer to mullocks, coa gangue, scraps, dust, particles
and mud generated in mining and mineral processing.
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I1. Smelting waste residues refer to electrosag, converter slag, ferroalloy slag, aluminum oxide red
mud and non-ferrous metal clinker,not including blast furnace granulating slag.

I11. Chemical industry waste residues refer to sulfur-ferric ore dregs, sulfuric-acid residue, sulfurous
plaster, phosphorus plaster, phosphorus ore calcined slag, cyanogen residue, carbide residue,
phosphate fertilizer residue, sulfur residue, alkaline residue, barium residue, chromium residue, salt
durry, assemble solvent residue, yellow phosphorus residue, citric acid residue, desulfurized plaster,
fluorine plaster and waste plaster mold.
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Notice of the Ministry of Finance and the State Administration of
Taxation on Adjusting and Improving the Value—added Tax Policies for
Products and Services Generated from or Related to Comprehensive
Utilization of Resources

Promulgating Institution:  Ministry of Finance; State Administration of Taxation

Document Number: Cai Shui [2011] No.115

Promulgating Date: 11/21/2011

Effective Date: 08/01/2011

Validity Status: Repealed

Revision History: This document has been revised pursuant to the Notice of the Ministry of

Finance and the State Administration of Taxation on the Pollutant
Discharge Standards Applicable to Taxpayers Enjoying Preferential

Value—added Tax Policies on Comprehensive Utilization of Resources

(effective date: April 1, 2013) promulgated on April 1, 2013.

To Finance departments (bureaus), offices of the State Administration of Taxation and the finance
commissioner 's offices of the Ministry of Finance in all provinces, autonomous regions,
municipalities directly under the Central Government and cities separately designated in the State
Plan, and the Finance Bureau of the Xinjiang Production and Construction Corps:

With a view to deepening the implementation of the basic national policies of energy saving and
environmental protection, vigorously developing circular economy, and accelerating the development
of an energy-saving and environment-friendly society, upon the approval of the State Council, we
decided to adjust and improve the value-added tax (VAT) policies for products generated from
comprehensive utilization of agricultural and forestry residue resources, and add some products and
services generated from or related to comprehensive utilization of resources that are eligible to enjoy
the preferential VAT policies.

Relevant policies are hereby clarified as follows:

1. The sale of sand and gravel aggregate products that are self-produced with the use of construction
(structural) wastes or coal gangue shall be exempt from VAT.

The proportion of construction (structural) wastes or coal gangue in the raw materials of such
products shall not be less than 90%.

Among them, sand and gravel aggregate products made with construction (structural) wastes shall
meet the technical requirements of the Recycled Coarse Aggregate for Concrete (GB/T25177-2010)
and the Recycled Fine Aggregate for Concrete and Mortar (GB/T25176-2010); while sand and gravel
aggregate products made with coal gangue shall meet the technical requirements of the Sand for
Building (GB/T14684-2001) and the Pebbles and Crushed Stone for Building (GB/T14685-2001).

2. Waste treatment and sludge treatment and disposal services shall be exempt from VAT.

Waste treatment refers to the reduction, reclamation and hazard-free treatment of wastes by way of
landfill, incineration, comprehensive treatment, recycling or other appropriate ways. Sludge treatment
and disposal refers to the stabilization, reduction or hazard-free treatment and disposal of sudge
generated from sewage treatment.

3. The sale of the following self-produced goods can receive an 100%VAT refund upon collection::

(2) Electricity and heat produced with the use of residual heat and pressure generated during industrial
production.

Such electricity and heat shall be produced 100% from the said resources.

(2) Electricity, heat and fuel produced with the use of kitchen waste, animal dung, rice husks, peanut
shells, corn cobs, oil tea camellia husks, cotton seed husks, three kinds of remainders, substandard
small fuel wood, oil-bearing sewage, organic waste water, sludge generated after sewage treatment,
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oily sludge (scum) generated during oil production in oil field, as well as marsh gas generated from
fermentation of the aforesaid resources.

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
80%; in case of production of fuel with the use of oily sludge (scum) generated during oil production
in oil field, the proportion of such resources in the raw materials shall not be less than 60%.

If any biomass power project is involved, such project shall meet the requirements of the Provisions
for Administration of Renewable Energy Power Generation (Fa Gai Neng Yuan [2006) No. 13)
promulgated by the State Development and Reform Commission, and the production emissions
thereof shall meet the first-stage standard as specified in the Emission Standard of Air Pollutants for
Thermal Power Plants (GB13223-2003) or relevant provisions of the Standard for Pollution Control
on the Municipa Solid Waste Incineration (GB18485-2001).

An enterprise utilizing oily sludge (scum) generated during oil production in oil field shall obtain a
License for Operation of Hazardous Wastes.

(3) Dried sludge and fuel made with sludge generated from sewage treatment

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
90%.

(4) Feed-grade blended oil made with waste animal oil or waste plant oil

The said feed-grade blended oil shall meet the technical requirements of the Feed-Grade Blended Oil
(NY/T913-2004), and the proportion of the aforesaid resources in the raw materials of such products
shall not be less than 90%.

(5) Lubricant base oil, gasoline, diesel and other industrial oils made with recycled waste mineral ails.

The enterprises concerned shall obtain a License for Operation of Hazardous Wastes, and the
proportion of the aforesaid resources in the raw materials of such products shall not be less than 90%.

(6) Emulsifying agents for emulsified oils and waterproof sheet accessories made with oily sludge
(scum) generated during oil productionin oil field

The enterprises concerned shall obtain a License for Operation of Hazardous Wastes, and the
proportion of the aforesaid resources in the raw materials of such products shall not be less than 70%.

(7) Grade hair made with human hair
The proportion of human hair in the raw materials of such products shall be more than 90%.

4. The sale of the following self-produced goods can receive an 80 percent VAT refund upon
collection:

Wood (bamboo, straw) fiberboards, wood (bamboo, straw) particle boards, block boards, active
carbon, tannin extracts, hydrolyzed alcohol and carbon rods made with agricultural and forestry
residues, such as three kinds of remainders, substandard small fuel wood and crop straws,; and
cardboard paper made with salix mongolica.

5. The sae of the following self-produced goods can receive a 50 percent VAT refund upon
collection:

(1) Bagasse pulp, bagasse particle boards and various paper products made with bagasse
The proportion of bagasse in the raw materials of such products shall not be less than 70%.
(2) Aluminum oxide and active calcium silicate made with fly ash or coa gangue

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
25%.

(3) Sludge microbial protein made with sludge

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
90%.

(4) Porcelain insulators and calcined kaolin made with coal gangue
Among them, the proportion of coal gangue in the raw materials of porcelain insulators shall not be
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less than 30%, and the proportion of coal gangue in the raw materials of calcined kaolin shall not be
less than 90%.

(5) Gold, silver, palladium, copper, lead, mercury, tin, bismuth, tellurium, indium, selenium and
platinum group metals made with waste or used batteries, waste photosensitive materials, waste color
developing solution, waste catalyst, waste lamp bulbs (fluorescent lamps), electrolyte wastes,
electroplating wastes, waste circuit boards, resin wastes, smoke and dust, sludge from
hydrometallurgical process, smelting dag, river-bottom silt, waste or used electric machinery or
scrapped automobiles. The enterprises making comprehensive utilization of such hazardous wastes
shall obtain a License for Operation of Hazardous Wastes.

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
90%.

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
70%.

An enterprise making comprehensive utilization of the aforesaid waste plastics shall pass the 1SO
9000 and 1SO 14000 certification.

(6) Gasoline, diesdl, waste plastic (rubber) oil, petroleum coke, carbon black, recycled pulp,
aluminum powder, modified special compounds of recycled materials for automobiles, modified
special compounds of recycled materials for motorcycles, modified special compounds of recycled
materials for household appliances, modified special compounds of recycled materials for tubing,
special compounds of recycled polyester for chemical fiber (where the impurity content shall be not
less than 0.5 mg/g and the moisture content not less than 1%), recycled PET (polyethylene
terephthalate) resin (where the mass fraction of acetaldehyde shall not be higher than lug/g) for
bottles and recycled plastic products made with waste plastics, waste or used PV C products, waste
rubber products or waste aluminum-plastic composite wrapping papers.

(7) Fiber yarn, woven fabric, non-woven fabric, felt, adhesives and recycled polyester products made
with waste natural fiber, chemical fiber or their products.

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
90%.

(8) Special-shaped graphite parts, graphite blocks, graphite powder and graphite carburant made with
waste or used graphite.

The proportion of the aforesaid resources in the raw materials of such products shall not be less than
90%.

6. For the purposes of this Notice, “three kinds of remainders’ refer to logging remainders (such as
twigs, tree tips, bark, tree leaves, tree roots, canes, bushes and etc.), bucking remainders (such as end
cuttings from bucking), and processing remainders (such as dabs, strips, wood and bamboo end
cuttings, sawdust, crushed veneer, heart wood, wood shavings, wood block, inner skin of bamboo
stems, leftovers and etc.).

“Substandard small fuel wood” mentioned herein refers to substandard logs that have been processed,
the grade of which is lower than the minimum grade of logs processed with coniferous trees or
broadleaf trees qualified, but still have certain value in use, among them, those in the northeast area
and Inner Mongolia shall observe the Standard LY /T1505-1999, and those in the southern area and
other areas shall observe the Standard LY/T1369-1999; small-diameter wood (referring to small
timber, pine holes, scaffold holes, miscellaneous wood and short logs, the length of which isless than
2m or the diameter of which isless than 8cm); and fuel wood.

“Crop straws’ refer to straws left over after harvest of grain crops (such as paddy, wheat, corn, tuber
crops, etc.), oil crops (such as rapeseed, peanut, soybean, sunflower seed, sesame seed, linseed and
etc.), cotton, crude fiber crops, sugar crops, tobacco leaves, medicinal materials, vegetables and fruits
during agricultural production.

“Bagasse” refers to solid wastes with a fiber content of about 50% generated during sugar refinery
with sugar canes as the raw material.

“Smoke and dust” refers to powder and ash-shaped residues collected through dusters (dust collection
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tower) for the purpose of environmental protection during the pyrometallurgical process in metal
smelteries.

“Sludge from hydrometallurgical process’ refers to neutral slag in the form of sludge-shaped wastes
that are generated after centralized environment-friendly treatment of sludge discharged during
hydrometallurgical process, with certain recoverable value.

“Smelting slag” refers to the waste residues formed by silicon, iron, calcium and other compounds of
low specific gravity that float on the surface of metal due to differences in specific gravity during the
pyrometallurgical process of lead, tin, copper and bismuth, while the metal substances deposit and
form metal ingots due to their high specific gravity.

7. For the purposes of this Notice, the proportion of comprehensively utilized resources in raw
materials shall be calculated at weight ratio but not volume ratio, except for those in the Paragraph 1
of Article 3 of this Notice.

8. A genera taxpayer of VAT shall separately account for the sales of its products generated form
comprehensive utilization of resources.

If input VAT of a general taxpayer can not be classified because the taxpayer produces VAT taxable
products and products enjoying VAT refund upon collection concurrently, such input VAT shall be
classified according to the following formula:

Input VAT allocable to products enjoying VAT refund upon collection = total input VAT
unclassifiable in the current month X Total sales of products enjoying VAT refund upon collection in
the current month / Total sales of products on which the input VAT is unclassifiable in the current
month.

A small scale taxpayer of VAT shall separately account for the sales and tax amount payable of its
products generated from comprehensive utilization of resources.

Small scale taxpayers who fail to separately account for the sales of their products generated from
comprehensive utilization of resources shall not be entitled to the tax rebate (exemption) policies
provided in this Notice.

9. A taxpayer who applies for enjoying the preferential VAT policies for products and services
generated from or related to comprehensive utilization of resources provided in this Notice shall meet
the following conditions:

(1) The taxpayer has prepared the environmental impact assessment documents for its construction
project for products or services generated from or related to comprehensive utilization of resources in
accordance with the provisions of the Law of the People’s Republic of China on Environmental
Impact Assessment, and such documents have been approved by the examination and approval
authorities stipulated by the relevant laws.

(2) Since January 1, 2010, the taxpayer has not been subjected to any criminal punishment or
administrative penalty by any environmental protection authority at county level or above due to
violation of the Law of the People’s Republic of China on Environmental Protection or other laws or
regulations on environmental protection.

(3) In case there's sewage discharged during the production process of the taxpayer, the sewage shall
be discharged to relevant sewage treatment facilities and its discharge shall meet the Discharge
Standard of Pollutants for Municipal Sewage Treatment Plants (GB18918-2002).

(4) The products generated from comprehensive utilization of resources for which that the taxpayers
apply for enjoying the preferential VAT policies provided in this Notice shall have been submitted to
a product quality inspection agency certified by a quality and technical supervision authority at the
provincial level or above for quality inspection, and shall have obtained a test report certifying that
the products meet the requirements of relevant product quality standards and the requirements for
production technology stipulated herein.

(5) The taxpayer who applies for enjoying the preferential VAT policies for products and services
generated from or related to comprehensive utilization of resources provided in this Notice shall
submit relevant data about its products and services generated from or related to comprehensive
utilization of resources to the competent tax authorities for examination and record-filing according to
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relevant provisions when it files such application for the first time, and submit relevant data for the
preceding year about its products and services generated from or related to comprehensive utilization
of resources to the competent tax authorities for examination and record-filing according to relevant
provisions prior to February 15 of each subsequent year.

The Ministry of Finance and the State Administration of Taxation will give a separate notice on
specific requirements for such data and the method for the submission of such data.

10. Tax authorities of al provinces, autonomous regions, municipalities directly under the Central
Government and cities separately designated in the State Plan may, through consultation with finance
departments of the same level, formulate the administrative measures for VAT rebate (exemption) of
products and services generated from or related to comprehensive utilization of resources, in
accordance with the provisions of this Notice and in light of local conditions, and file such
administrative measures with the Ministry of Finance and the State Administration of Taxation for the
record.

11. The VAT rebate (exemption) specified in this Notice shal be handled by competent tax
authorities according to related existing provisions.

Tax authorities at all levels shall take strict measures to enhance dynamic monitoring of enterprises
enjoying the preferential VAT policies for comprehensive utilization of resources, and irregularly
verify truthfulness of the production and operating conditions (including the data submitted in
accordance with the requirements in Item 5 of Article 9 hereof) of these enterprises, and their tax
declaration and application for tax rebates.

If it is verified that any taxpayer has obtained the eligibility to enjoy the preferential VAT policies
provided in this Notice through fraud and deception, the tax authority shall recover the tax rebates
obtained by the taxpayer through fraud and deception, and disqualify it from enjoying the VAT
policies provided in this Notice commencing from the year in which the taxpayer committed such
illegal acts, or from applying for such eligibility within three years.

12. In case of any updating or substitution of various national or industrial standards as described in
this Notice, such new national and industrial standards shall prevail, and the Ministry of Finance and
the State Administration of Taxation will give no further notice regarding these issues

13. The policies provided in Article 4 and Paragraph 1 of Article 5 hereof shall come into effect on
January 1, 2011; while the policies provided in Articles 1, 2 and 3 and other paragraphs of Article 5
shall comeinto effect on August 1, 2011.

If a taxpayer has issued a specia VAT invoice to a purchaser for any tax-free product (service)
specified in this Notice, the taxpayer shall not apply for tax exemption for such product (service) until
it retrieves such special invoice.

If such invoice can not be retrieved, VAT shall be levied on the products or services according to
relevant provisions and no tax exemption shall be granted.

14. The Notice of the Ministry of Finance and the State Administration of Taxation on Vaue-added
Tax Policies for Products Generated from Comprehensive Utilization of Agricultural and Forestry
Residues (Cai Shui [2009] No. 148) and the Supplementary Notice of the Ministry of Finance and the
State Administration of Taxation on Value-added Tax Policies for Products Generated from
Comprehensive Utilization of Bagasse (Cai Shui [2011] No. 114) shall be repealed on January 1,
2011.

Ministry of Finance

State Administration of Taxation
November 21, 2011
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Notice of Ministry of Finance and State Administration of Taxation to
Print and I ssue Catalogue of Productsand Labour Serviceswith
Comprehensive Utilization of Resour ces

Issued by: Ministry of Finance of the People's Republic of China and State Administration of
Taxation

I ssuing date: June 12, 2015

Effective date: July 1, 2015

Validity: currently valid

Document No.: Cai Shui (2015) No. 78

Notice of Ministry of Finance and State Administration of Taxation to Print and
| ssue Catalogue of Productsand Labour Serviceswith Comprehensive Utilization
of Resour ces

Cai Shui [2015] No. 78

To financia bureaus of al provinces, autonomous regions, municipalities and municipalities with
independent planning status, State Administration of Taxation and Finance Bureau of Xinjiang
Production and Construction Corps.,

To implement the spirit of the State Council of the People's Republic of China, promote
comprehensive utilization of resources and energy-saving and emission-reduction further, regulate
and optimize VAT policy, the preferential policy of resources comprehensive utilization products
and VAT are hereby integrated and adjusted. The relevant policies are hereby listed uniformly
below:

I. The tax payers who sell self-produced resources comprehensive utilization products and provide
resources comprehensive utilization labors (hereinafter referred to as “selling the Products and
Labors’) can enjoy drawback policy of VAT. For specific name of resources utilized
comprehensively, Products and Labors, technical standard, relevant conditions and drawback
proportion, see Directory of Resources Comprehensive Utilization Products and Labor VAT Favors
(hereinafter referred to as “this Directory”) in this notice.

I1. The tax payers dealing with the resources comprehensive utilization projects as stated in this
Directory should meet the conditions set forth below when applying for drawback policy of VAT
regulated in this notice:

(i) The taxpayer is agenera taxpayer of VAT.

(i) The Products and Labors are neither prohibited nor restricted in Directory Catalogue on
Readjustment of Industrial Structure issued by National Development and Reform Commission.

(iii) The Products and Labors are not included in “high pollution and high environmental risk”
products or heavy pollution process in Environmental Protection Comprehensive Directory issued
by Ministry of Environmental Protection of the People's Republic of China
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(iv) If the resources utilized comprehensively belong to hazardous wastes listed in National
Hazardous Waste Inventory of Ministry of Environmental Protection of the People’s Republic of
China, the Operation License for Hazardous Waste issued by provincial environmental protection
department or above should be obtained and the scope of business should cover utilization for the
hazardous wastes.

(v) Thetax credit is not ranked as Grade C or D according to tax authorities.

If dealing with drawback matters, the taxpayer should provide administrative tax authority with the
written statements which can demonstrate the taxpayer meets the conditions above and technical
standard and relevant conditions in this Directory; where the taxpayer fails to provide written
statement or provides false data, the administrative tax authority can refuse to deal with drawback
matters.

I11. The taxpayer who has enjoyed drawback policy of VAT listed in this notice should no longer
enjoy drawback policy of VAT listed herein from the second month upon failure in meeting Article
2 hereof, technical standard and relevant conditions regulated in this Directory.

IV. Where any taxpayer who has enjoyed drawback policy of VAT is published dueto violation for
laws or regulations regarding taxation or environmental protection (except for warning or single
penalty under RMB 10,000), the taxpayer is not allowed to enjoy drawback policy of VAT listed in
this notice within 36 months from second month upon distribution of punishment.

V. The taxpayer should calculate the sales volume and tax amount payable of the Products and
Labors that are applicable to drawback policy of VAT independently. In case of failure in making
individual account, the taxpayer cannot enjoy drawback policy of VAT listed in this notice.

VI. The tax authorities of all provinces, autonomous regions, municipalities and with independent
planning status should publicize all taxpayers who enjoy drawback policy of VAT listed in this
notice at the region last year according to items below prior to the end of Februaries on their official
websites: name of taxpayer, identification number of taxpayer, name and quantity of resources
utilized comprehensively, name of products and labors utilized comprehensively.

VII. Thisnotice will be implemented as of July 1, 2015 when Notice of the Ministry of Finance and
the State Administration of Taxation on the Value-Added Tax on Products with Resources Utilized
Comprehensively and Other Products (Cai Shui [2008] No. 156), Supplementary Notice of the
Ministry of Finance and the State Administration of Taxation on Policies regarding the
Value-added Tax on Products with Resources Utilized Comprehensively and Other Products (Cai
Shui [2009] No. 163), Notice of the Ministry of Finance and the State Administration of Taxation on
Adjusting and Improving the Valued-added Tax Policy for Products and Labor Services Involved in
the Comprehensive Utilization of Resources (Cai Shui [2011] No. 115) and Notice of the Ministry of
Finance and the State Administration of Taxation on the Implementation of the Standard for
Pollutant Discharge by Taxpayers that Enjoy the VAT Preferential Policy for Comprehensive
Utilization of Resources (Cai Shui [2013] No. 23) shall be abolished. In case of failure in dealing
with drawback (tax exemption) matters prior to abolishment of documents above as the
administrative organ cancels Accreditation Certificate of Comprehensive Utilization of Resources
or environmental protection department no longer issues environmental protection verification
certificate, the taxpayer can till enjoy the preferential policies stated in the documents above
regardless of Accreditation Certificate of Comprehensive Utilization of Resources or environmental
protection verification certificate.

Ministry of Finance of the People's Republic of China and State Administration of Taxation
June 12, 2015

Appendix: Directory of Resources Comprehensive Utilization Products and Labor VAT Favors
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Appendix:

Directory of Resour ces Comprehensive Utilization Productsand Labor VAT

Favors
Resour ce(s) comprehensivel Comprehensive utilization Drawback
Category | No. ur ce(s) . P b P veutiiza Technical standards and relevant conditions W
utilized product(s) and labors rate
Above 95% of raw materials of product should
} 11 | Oil shle Shale oil Ve 5 1S Of procict shod 70%
Paranenct come from listed resource.
. > Coa bed methane (coal mine gas) . Above 95% of product fuel should come from
icand 12 . . Electricity . 100%
. produced during coa mining listed resource.
associated Emulsfied ol blender, and
mineral Oily dludge (dross) produced . ’ Above 70% of raw materials of products should
13 . . L auxiliary products of waterproof . 70%
resource during oil extraction in ail field oll come from listed resource.
Tiles (excluding fired common
bricks), building blocks,
ceramsites, wallboards, tube stocks
(tube piles), concrete, mortar, road
hol ad drail
. ”_”a” oe cqvers, road guar rfal S Above 70% of raw materials of products should
2.1 | Wasteresidues fire-prevention materials, . 70%
. . ) come from listed resource.
fire-resistance materials
(excluding magnesite-chrome
II. Waste bricks), thermal insulation
residue, materials, mineral (rock) waol,
waste glass ceramics and U-shaped glass
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Category

No.

Resour ce(s) compr ehensively
utilized

Comprehensive utilization
product(s) and labors

Technical standards and relevant conditions

Drawback
rate

water
(liquid)
and waste
gas

22

Waste residues

Cement and cement clinker

1. Above 20% of raw materials of Grade 42.5 and
above cement should come from listed resource;
above 40% of other cement and cement clinker
should come from listed resource;

2. taxpayer should conform to technica
requirements of Emisson Sandard of Air
Pollutants for Cement Industry (GB4915—2013).

70%

23

Building (construction) waste and
coal gangue

Gravel aggregate for construction

1. Above 90% of raw materials of product should
come from listed resources,

2. Products based on building (construction) waste
should conform to technical requirements of
Recycled Coarse Aggregate for Concrete (GB/T
25177-2010) or Recycled Fine Aggregate for
Concrete (GB/T 25176-2010); those based on coal
gangue should conform to technical requirements
of Sand for Construction (GB/T 14684-2011) or
Pebble and Crushed Sone for Construction
(GB/T 14685-2011).

50%

24

Coal ash and coal gangue

Alumina, activated cacium
silicate, porcelain insulator and
calcined kaolin

Above 25% of raw materials of aumina and
activated calcium silicate should come from listed
resources; coal gangue should take a proportion of
more than 30% in the raw materials of porcelain
insulator and more than 90% in the raw materials
of calcined kaolin.

50%

25

Coal gangue, coa slime, stone cod
and oil shale

Electricity and heat

1. Above 60% of product fuel should come from
listed resources;

2. Taxpayer should conform to technica

50%
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Category

No.

Resour ce(s) compr ehensively
utilized

Comprehensive utilization
product(s) and labors

Technical standards and relevant conditions

Drawback
rate

requirements of Emission Sandard of Air
Pollutants for  Thermal Power  Plants
(GB13223—2011) and Assessment Indicator
System for Cleaner Production of Power
(Coal-burning Electricity-generating Enterprises)
Industry issued by National Development and
Reform Commission, Ministry of Environmental
Protection, and Ministry of Industry and
Information Technology.

2.6

Alumina red mud and acetylene
sludge

Ferric oxide, sodium hydroxide
solution, sodium  auminate,
tricalcium aluminate and
desulfurizer

1. Above 90% of raw materials of products should
come from listed resources,

2. Secondary waste residue should not be
produced during production.

50%

2.7

Waste graphite

Shaped graphite pieces, graphite
blocks, graphite powder and
graphite carburant

1. Above 90% of raw materials of products should
come from listed resource;

2. Taxpayer should conform to technica
requirements of Emisson Sandard of Air
Pollutants for Industrial Furnace and Kilns
(GB9078-1996).

50%

2.8

Waste and methane produced by
waste fermentation

Electricity and heat

1. Above 80% of product fuel should come from
listed resources,

2. Taxpayer should conform to technica
requirements of Emisson Sandard of Air
Pollutants for  Thermal Power  Plants
(GB13223—2011) or Sandard for Pollution
Control on the Municipal Solid Incineration
(GB18485—2014).

100%
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Category

No.

Resour ce(s) compr ehensively
utilized

Comprehensive utilization
product(s) and labors

Technical standards and relevant conditions

Drawback
rate

29

Decommissioned military gun
propel lant

Nitrocellulose powder for coating

Above 90% of raw materials of product should
come from listed resource.

50%

2.10

Waste asphalt concrete

Recycled asphalt concrete

1. Above 30% of raw materials of product should
come from listed resource;

2. Product should conform to technical
requirements of Recycling Asphalt Concrete
(GB/T 25033-2010).

50%

211

Bagasse

Bagasse pulp and bagasse chip
boards and paper

1. Above 70% of raw materials of products should
come from listed resource;

2. Taxpayer producing bagasse pulp and various
types of paper should conform to technical
requirements of Assessment Indicator System for
Cleaner Production of Pulp and Paper Industry
issued by National Development and Reform
Commission, Ministry of  Environmental
Protection, and Ministry of Industry and
Information Technology.

50%

212

Waste minerd oil

Industrial oil such as lubricant
base ail, gasoline, diesel, etc.

1. Above 90% of raw materials of products should
come from listed resource;

2. Taxpayer should conform to technica
requirements of Technical Specifications for
Pollution Control of Used Mineral Oil Recovery,
Recycle, and Reuse (HJ 607-2011).

50%

213

Waste liquid of  oxidized

cyclohexane

Cyclohexene  oxide, n-amyl
alcohol and alcohol ether solvent

1. Above 90% of raw materials of products should
come from listed resource;

2. Taxpayer should pass 1SO9000 and 1SO14000
certifications.

50%
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Resour ce(s) compr ehensively

Comprehensive utilization

Drawback

Category | No. utilized oroduct(s) and labors Technical standards and relevant conditions rate
Effluent from sewage treatment 1. 100% of raw materials of product should come
plant, industrial drainage (mine from listed resources;
2.14 | drainage), domestic  sewage, | Recycled water 2. Product should conform to technical 50%
penetrating fluid (filtrate) from requirements of Standards of Reclaimed Water
waste treatment plant, etc. Quality (SL368—2006).
Waste vinasse and brewing | Steam, activated carbon, white
pot-bottom water, starch, waste | carbon black, lactic acid, calcium | Above 80% of raw materials of products should
215 : . . 70%
water and residues of silk-noodle | lactate, methane, feed and | come from listed resources.
processing vegetable protein
Oily sawage, organic waste water,
sludge produced from sewage Above 90% or above raw materials or fuel of
treatment, anq oin_ sludge (_dros_s) Microbial protein, dry siudge, fuel, products should come_ from listed I‘eSOUI‘C(-ES;
2.16 | produced during oil extraction in electricity and heat above 60% of raw materials of those based on oily 70%
oil field, including methane sludge (dross) produced during oil extraction in
produced by fermentation of above oil field should come from listed resources.
resource
1. Above 95% of raw materials of products should
217 Coa tar and crude gas (coke oven Diesel and naphtha come from listed resource; 50%
gas) 2. Taxpayer should pass 1SO9000 and 1SO14000
certifications.
1. Above 95% of raw materials of products should
Smoke and high-sulfur natural gas come from listed resources,
produced durigg the productiongof Gypsum, sulfuric acid, ammonium 2. Calcium sulfete dehydrate in gypsum should
2.18 ' ’ take a proportion of above 85%; the concentration 50%

coa fired power plant and various
industrial enterprises

sulfate and sulfur

of vitriol should be above 15%; and the total
nitrogen content of ammonium sulfate should be
above 18%.
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Resour ce(s) compr ehensively Comprehensive utilization ) - Drawback
Category | No. . Technical standards and relevant conditions
utilized product(s) and labors rate
1. Above 95% of raw materials of products should
come from listed resource;
2. High-purity carbon dioxide products should
. High-purity  carbon  dioxide, 'grrpuUnty . 10X p_ ) !
2.19 | Industrial waste gas industrial hvdrogen and methane conform to technical  requirements  of 70%
ydrog (GB10621—2006), industrial hydrogen products
to (GB/T3634.1-2006), and methane to (HG/T
3633-1999).
Ex heat and
cess an eXC&. pre$u_re . 100% of raw materials of products should come
2.20 | produced during the industria | Electricity and heat . 100%
. from listed resources.
production
1. Above 95% of raw materials of products should
Metal and .
i ckel-cobalt-mananese come from listed resources;
Waste  batteries and  their ) . g . 2. Metal and nickel-cobalt-manganese hydroxide
31 ! : hydroxide, lithium nickel cobalt . . 30%
dismantling products . should conform to technical requirements of
manganese oxide and cobalt | . .
chloride Nickel Cobalt Manganese Composite Hydroxide
(GB/T26300-2010).
Wast hot i ti aterial
€ photosens |ve. m .er.l N 1. Above 95% of raw materials of product should
such as waste developing (fixing) .
3.2 | solution, waste film, waste | Silver come from listed resources; 30%
' ; ’ 2. Taxpayer should pass 1SO9000 and 1S014000 °
developing paper and waste I
o certifications.
[r. photosensitizer
Renewabl Woaste electrical machines, waste 1. 70% of raw materials of products should come
e [ d cabl aste alumi f listed )
VYI res an e, Weste aiminum Metal and aloy produced through rom ! rESOUTEEs, . '
resources ring-pull cans, waste cars, waste ) . 2. Taxpayer should obtain corresponding
33 smelting and purification 30%

motorcycles, waste ships, waste
electrical
electronics,

and
solar

appliances
waste

(excluding iron and iron aloy)

qualification, if any is stipulated by laws and
regulations for the dismantling of relevant waste
products.
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Resour ce(s) comprehensively Comprehensive utilization . . Drawback
Category | No. . Technical standards and relevant conditions
utilized product(s) and labors rate
photovoltaic devices, waste bulbs
(modulator  tubes) and their
dismantling products
Waste catalyst, electrolysis waste,
electroplate waste, waste circuit | Metal and alloy produced through | 1. 70% of raw materials of products should come
34 boards, dust ash, hydrometallurgy | smelting and purification | from listed resources, 30%
slime, smelting slag, waste etching | (excluding iron and iron alloy) and | 2. Taxpayer should pass 1SO9000 and 1SO14000
solution of circuit board and tin | cryolite certifications.
foil paper ash
1. Above 95% of raw materials of products should
come from listed resources,
2. Steel-making furnace should conform to
technical requirements of Iron and Seel Scraps
Waste cars, waste motorcycles, (GB4223-2004);
waste ships, waste electrica 3. Taxpayer should obtain corresponding
appliance and electronics, waste qualification, if any is stipulated by laws and
agricultural  implements, waste regulations for the dismantling of relevant waste
35 machinery equipment, waste living Steal-making furnace burden products, 30%

goods, industrial leftover bits and
pieces and waste iron and sted
scraps  produced or dismantled
such as building dismantling
products

4, Taxpayer should conform to relevant
stipulations of Scrap Iron and Seel Processing
Industry Access Conditions issued by Ministry of
Industry and Information Technology;

5. The target customer of steel-making furnace
burden should be iron and steel enterprises or
foundry enterprises conforming to Iron and Seel
Processing Industry Access Conditions or
Foundry Industry Access Conditions.
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Resour ce(s) compr ehensively Comprehensive utilization ) - Drawback
Category | No. . Technical standards and relevant conditions
utilized product(s) and labors rate
1. Above 95% of raw materials of products should
come from listed resources,
2. Taxpayer should conform to technical
Processing waste of rare earth requirements of Assessment Indicator System for
Rare earth metal and rare earth .
3.6 | products, waste rare earth products oxide Cleaner Production of Rare Earth Metallurgy 30%
and its dismantling products Industry issued by National Development and
Reform Commission, Ministry of Environmental
Protection, and Ministry of Industry and
Information Technology.
Gasoline, diesel, petrol k
asoling, CIESEl, PErolaum CoKe, 1. Above 70% of raw materials of products should
carbon black, recycled pulp, .
. . come from listed resources,
auminum powder, plastic-wood . o .
. X . 2. The content of impurity in special recycled
Waste plastics, waste PVC | (wood-plastic) products, specia . . .
. . . . polyester material for chemical fiber should be
products, waste aluminum plastic | modified recycled material (for .
(paper aluminum and paper plastic) | cars, motorcycl household lessthan 0.5 mg/g while water should be less than 50%
3.7 cF())arrF: osite or Pap acF|)< in I,ianceﬁ an{j EStube stocks) 1%; the mass fraction of acetaldehyde in bottle °
p_ Pap packaging app_ " | recycled PET resin for bottle should be less than
materials specia recycled polyester material
for chemical fiber, recycled PET or equal to 1ug/g;
_ TS 3. Taxpayer should pass 1SO9000 and 1SO14000
resin for bottles and recycled .
. certifications.
plastic products
1. Above 70% of raw materials of products should
come from listed resources;
2. Waste water discharge should conform to
3.8 | Waste paper and crop straw Paper pulp, straw pulp and paper technical requirements of Discharge Sandard of 50%

Water Pollutants for Pulp and Paper Industry
(GB3544-2008);

3. Taxpayer should conform to technica
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Category

No.

Resour ce(s) compr ehensively
utilized

Comprehensive utilization
product(s) and labors

Technical standards and relevant conditions

Drawback
rate

requirements of Assessment Indicator System for
Cleaner Production of Pulp and Paper Industry;
4. Taxpayer should pass 1SO9000 and 1SO14000
certifications.

39

Waste tires and waste rubber
products

Rubber powder, retreaded tires and
regenerated rubber

1. Above 95% of raw materials of products should
come from listed resources;

2. Rubber powder should conform to technical
requirements of (GB/T19208—2008); retreaded
tires should conform to technical requirements of
(GB7037—2007), (GB14646—2007) or
(HG/T3979—2007); and regenerated rubber
should conform to technical requirements of
(GB/T13460—2008);

3. Taxpayer should pass 1SO9000 and 1SO14000
certifications.

50%

3.10

Woaste natural fiber, chemical fiber,
and their products

Fiber yarn and  weaving,
non-woven fabric, felt, adhesive
and recycled polyester products

Above 90% of raw materials of products should
come from listed resources.

50%

311

Human hair

Grade hair

Above 90% of raw materials of product should
come from listed resource.

70%

312

Waste glass

Glass clinker

1. Above 95% of raw materials of product should
come from listed resource;

2. Product should conform to
requirements of Glass  Sorting
10900-2012);

3. Taxpayer should conform to technica
requirements of Technological Specifications of

technical
(SBIT

50%
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Resour ce(s) compr ehensively Comprehensive utilization ) - Drawback
Category | No. . Technical standards and relevant conditions
utilized product(s) and labors rate
Srap  Glass Collection and  Sorting
(SB/T11108-2014).
. . 1. Above 80% of raw materials of products should
Kitchen waste, livestock .
. come from listed resources,
excrement, rice hull, peanut hull, .
. . 2. Taxpayer should conform to technical
corn cob, camellia oleifera hull, . e )
. ) . requirements of Emission Sandard of Air
cotton seed hull, three remains, | Fuel such as biomass briquette, ) ..
41 . . Pollutants for Boilers (GB13271-2014), Emission 100%
secondary and little fuel wood, | methane, etc., electricity and heat i
Sandard of Air Pollutants for Thermal Power
crop straw, bagasse and methane
IV. Forest roduced through fermentation of Plants  (GB13223—2011), or Sandard for
o P g Pollution Control on the Municipal Solid Waste
and above resources . .
) Incineration (GB18485—2001).
agricultur . .
Fiberboards, chip boards,
al . i .
. . . hipboards, biologica  carbon,
biomass Three remains, secondary and little . . .
| activated carbon, tannin extract, | Above 95% of raw materials of products should
and others | 4.2 | fuel wood, crop straw and salix . 70%
. hydrolyzed alcohol, cellulose, | come from listed resources.
psammophila .
xylogen, wood sugar, arabinose,
furfural and cardboard paper
1. Above 70% of raw materials of products should
Biodiesdl and mixed oil at | comefrom listed resources,
4.3 | Waste animal oil and vegetable oil | . ) . . . . 70%
industrial grade 2. The target customer of mixed oil at industrial
grade should be chemical enterprises.
. Lab ice f aste treat t,
\% L.abor 51 or service for w .e reatmen 20%
service sludge treatment and disposal
for Sewage should conform to technical requirements
comprehe . of Discharge Sandard of Pollutants for
nsive 5.2 | Labor service for sewage treatment - 70%
Municipal ~ Wastewater  Treatment  Plant
utilization

(GB18918—2002), or reach the direct emission

10
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Resour ce(s) compr ehensively Comprehensive utilization Drawback

Categor No. . Technical standardsand relevant conditions

egory utilized product(s) and labors rate
of limit in corresponding national or local water
resources pollutants.

Industrial waste gas should conform to technical
. . . requirements of Integrated Emission Sandard of
Labor service for industrial waste .
53 Air Pollutants (GB 16297-1996), or reach the 70%
gas treatment . o . .
direct emission limit in corresponding national or
local water pollutants.

Remarks:

1. Concepts and Definitions

“Taxpayer” refers to general taxpayer for the VAT of resources comprehensive utilization items listed in the table.

“Waste residues’ refer to mining and beneficiation waste residues, smelting waste residues, industrial chemical waste residues, and other waste residues, among
which, the mining and beneficiation waste residues refer to gangue, powder, dust and sludge produced during the mining and processing of mineral resources,
smelting waste residues refer to converter residues, electric furnace residues, ferroalloy furnace residues, aluminum oxide red mud and nonferrous metal ash but
excludes granulated blast furnace residues; industrial chemical waste residues refer to residues of sulfurous iron ore, calcined residues of sulfurous iron ore, sulfur
acid residue, sulfur gypsum, phosphogypsum, calcined residues of phosphorite ore, cyanide residues, calcium carbide residues, phosphatic fertilizer residues, sulfur
residues, alkaline residues, barium residues, chromium residues, salty mud, total solvent residues, yellow phosphorus residues, citric acid residues, FGD gypsum,
fluorine gypsum, titanium gypsum and waste gypsum molds; and other residues refer to coal ash, fire coal furnace residues, river (lake, ocean, and channel) sludge
and silt, construction waste, waste glass, and sludge produced by sewage treatment of sewage treatment plants.

“Bagasse’ refersto solid waste containing about 50% of fiber produced during sugar refinery production based on sugarcane.

“Recycled water” refers to water resource reaching certain water quality standard after recycling and appropriate treatment of water sources such as effluent
from sewage treatment plant, industrial drainage (mine drainage), domestic sewage, penetrating fluid (filtrate) from waste treatment plant, etc. It can be reused within
certain scope.
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“Smelting” refersto extracting metal from raw materials through methods such as calcination, fusion, electrolysis and chemical agents and reducing impurity in
metal or increase certain ingredient in metal, in order to smelt the metal required. Smelting includes pyrogenic process, wet extraction, or electrochemical deposition.

“Dust ash” refers to ash or mud residues collected in dust remover (collection tower) for environmental protection during the pyrogenic process of metal
smelting plants.

“Hydrometallurgy slime” refers to the sludge waste of neutralization residues with certain recovery value, which is generated after intensive environmental
protection disposal of sludge produced and exhausted through wet extraction smelting.

“Smelting dlag” refers to the waste residues floating on metal surface formed by compounds with small metal proportion such as silicon, iron, and calcium
during pyrogenic process of nonferrous metal. Also, ingot metal is formed by those with large proportion of metal.

“Crop straw” refersto residua stalks after the harvest of grain crops (including rice, wheat, corn, potatoes, etc.), oil crops (including rapeseed, peanut, soybean,
sunflower seed, sesame seed, flaxseed, etc.), cotton, bast fiber crops, tobacco, medicinal materials, flowers and plants, vegetables, fruits, etc., during agricultural
production.

“Three remains” refer to logging residue (including branches, treetops, bark, leafs, tree roots and rattan, bush, etc.), bucking residues (i.e. bucking butts) and
processing residues (including slabs, battens, wood-bamboo butts, sawdust, waste veneers, wooden cores, wood shavings, wood blocks, bamboo strips, Ieftover bits
and pieces, €tc.).

“Secondary and little fuel wood” refers to secondary processed materials (i.e. secondary processed logs with texture lower than the lowest grade of
needle-leaved or broad-leaved tree logs for processing, but possessing certain use value, according to Secondary Processing Logs (LY /T1369—2011) standard), small
diameter logs (including battens, pine poles, scaffolds, weed trees, short length logs, etc. with length less than 2m or diameter less than 8cm) and fuel wood.

“Waste” refers to municipal solid waste, crop straw, bark waste residues, sludge, synthetic leather and chemical fiber waste, cultivation waste such as livestock
and poultry dead of disease, etc.

“Waste treatment” refers to the treatment and disposal business for reduction, reclamation, and innocent treatment of waste, in the forms of landfill, incineration,
comprehensive treatment and recycling.

“Sewage treatment” refers to the business of sewage (including municipal sewage and industrial wastewater) treatment, to make it conform to Discharge
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Sandard of Pollutants for Municipal Wastewater Treatment Plant (GB18918—2002), or reach the direct emission limit in corresponding national or local water
pollutants. In particular, municipal sewage refers to municipal household water, drainage of various public facilities of ingtitutions, schools, hospitals, and
commercial labor institutes, and industrial wastewater and initial rainwater which are allowed to be drained into municipal sewage collection system; industrial
wastewater refers to wastewater and waste liquid which are produced during industrial production and not allowed to be drained into municipal sewage collection
system.

“Sludge treatment and disposal” refers to the treatment and disposal business for stabilization, reduction, and innocent treatment of sludge produced after sewage
treatment.

2. Calculation Methods for the Proportion of Resources Comprehensively Utilized.

(1) The proportion of resources taking up in the raw materials or fuel of production should be calculated on the basis of weight ratio, among which the
proportion of waste residues mixed in the raw materials of cement and cement clinker should be calculated in following ways:

(Dfor cement produced through raw material burning and clinker grinding stages, its calculation forum of the proportion of waste residues mixed is: proportion
of waste residues = (quantity of waste residues mixed during raw material burning stage + quantity of waste residues mixed during clinker grinding stage) + (quantity
of waste residues excluding waste residues + quantity of waste residues mixed during raw material burning and clinker grinding stages + quantity of other materials)
x 100%;

@for cement produced through grinding process of outsourcing cement clinker, its calculation forum of the proportion of waste residues mixed is: proportion
of waste residues = quantity of waste residues mixed during clinker grinding stage + (quantity of clinker + quantity of waste residues mixed during clinker grinding
stage + quantity of other materials) x 100%;

®for cement clinker produced by raw material burning, its calculation forum of the proportion of waste residues mixed is. proportion of waste residues =
guantity of waste residues mixed during raw material burning stage + (quantity of waste residues excluding waste residues + quantity of waste residues mixed during
raw material burning stage + quantity of other materials) x 100%.

(2) For resources comprehensively utilized are excess heat or excess pressure, it should be calculated in the proportion that it takes up in the consumed energy of

heat or electricity.
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3. Comprehensive utilization products listed in the table should conform to corresponding national or industrial standard. For those both with national and
industrial standards, the higher one should be conformed to; for those with neither, the enterprise standard filed in quality and technology supervision department
according to stipulations should be conformed to.

For any update or replacement of any national standard or industrial standard listed in the table during implementation, the newest one should prevail.

4. All “above” mentioned in the table should include the numbers themsel ves.
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Environmental Protection Law of the People’s Republic of
China (Amended in 2014)

Promulgation Authorities: Standing Committee of the National People's Congress
Promulgation Date: 2014.04.24

Effective Date: 2015.01.01

Validity Status: valid

Environmental Protection Law of the People's Republic of China
(Amended in 2014)

(Adopted at the 11th Session of the Standing Committee of the Seventh
National People's Congress on 26 December 1989, amended at the 8th
Session of the Standing Committee of the Twelfth National People's Congress
on 24 April 2014)
Contents
Chapter 1 General Principles
Chapter 2 Supervision and Administration
Chapter 3 Protection and Improvement of Environment
Chapter 4 Prevention and Treatment of Pollution and Other Hazards
Chapter 5 Information Disclosure and Public Participation
Chapter 6 Legal Liability
Chapter 7 Supplementary Provisions

Chapter 1 General Principles

Article 1 This Law is formulated for the purposes of environmental protection and
improvement, prevention and treatment of pollution and other hazards, protection of public
health, promoting development of ecological civilisation, promoting sustainable economic
and social development.

Article 2 Environment referred to in this Law shall mean the entirety of various natural and
artificially engineered natural factors which has an impact on human survival and
development, including atmosphere, water, ocean, land, mineral resources, forests,
grassland, wetlands, wildlife, natural heritage, cultural sites, natural reserve, scenic areas,
cities and villages etc.

Article 3 This Law shall apply in the territory of the People's Republic of China and other
sea areas governed by the People's Republic of China.

Article 4 Environmental protection is the basic national policy of the State.
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The State adopts economic and technological policies and measures which are beneficial
to conservation and recycling of resources as well as environmental protection and
improvement, promote harmony between human and nature, enable coordinated
economic and social development and environmental protection.

Article 5 Environmental protection shall adhere to the principles of pprotection takes
precedence, prevention takes priority, integrated treatment, public participation, liability for
damage caused.

Article 6 All organisations and individuals shall bear the obligation for environmental
protection.

All levels of local People's Government shall be responsible for the environmental quality
within their administrative region.

Enterprises, institutions and other manufacturing operators shall prevent and reduce
environmental pollution and ecological damage, and shall be liable for damages caused by
them pursuant to the law.

Citizens shall strengthen environmental protection awareness, adopt

low carbon, frugal lifestyle, and shall perform conscientiously perform environmental
protection obligations.

Article 7 The State supports scientific and technological research, development and
application in the environmental protection regime, encourage development of the
environmental protection industry, promote information technology development for
environmental protection, improve scientific and technological levels for environmental
protection.

Article 8 All levels of People's Government shall increase financial injection for
environmental protection and improvement, prevention and treatment of pollution and
other hazards, improve efficiency in use of fiscal funds.

Article 9 All levels of People's Government shall strengthen publicity and propaganda for
environmental protection, encourage grassroots organisations, social organisations,
environmental protection volunteers to carry out propaganda for environmental protection
laws and regulations and environmental protection knowledge, create a good morale for
environmental protection.

Education authorities and schools shall include environmental protection knowledge in
school education curriculum, cultivate environmental protection awareness among
students.

News media shall carry out propaganda for environmental protection laws and regulations
and environmental protection knowledge, and public opinion supervision for environmental
violations.

Article 10 The environmental protection department of the State Council shall implement
unified supervision ad administration of environmental protection work nationwide; the
environmental protection departments of local People's Governments of county level and
above shall implement unified supervision and administration of environmental protection
work within their administrative region.
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The relevant departments of the People's Governments of county level and above and the
environmental protection departments of

armed forces shall implement supervision and administration of environmental protection
work such as resource protection and prevention and treatment of pollution pursuant to the
provisions of the relevant laws.

Article 11 Organisations and individuals with outstanding achievements in environmental
protection and improvement shall be rewarded by People's Governments.

Article 12 Environment Day is held each year on 5 June.
Chapter 2 Supervision and Administration

Article 13 People's Governments of county level and above shall include environmental
protection work in national economic and social development plans.

The environmental protection department of the State Council shall, jointly with the
relevant authorities, formulate the State's environmental protection plan in accordance with
national economic and social development plans for approval by the State Council before
promulgation and implementation.

The environmental protection departments of local People's Governments of county level
and above shall, jointly with the relevant authorities, formulate their administrative region's
environmental protection plan in accordance with the requirements of the State's %X
environmental protection plan for approval by the People's Government of counterpart
level before promulgation and implementation.

The contents of the environmental protection plan shall include the goals, tasks and
safeguard measures etc for ecological protection and prevention and treatment of pollution,
and converge with the main functional area planning, master plan and urban and rural land
use plan etc.

Article 14 The relevant departments of the State Council and the People's Governments
of provinces, autonomous regions and centrally-administered municipalities shall take into
full consideration environmental impact in the organisation and formulation of economic
and technological policies, and solicit the opinions of the relevant parties and experts.

Article 15 The environmental protection department of the State Council shall formulate
national environment quality standards.

People's Governments of provinces, autonomous regions and centrally-administered
municipalities may formulate local environmental quality standards for projects not covered
by the national environmental quality standards; for projects covered by the national
environmental quality standards, local environmental quality standards which are stricter
than the national environmental quality standards may be formulated. Local environmental
guality standards shall be filed with the environmental protection department of the State
Council for record.

The State encourages studies of environmental baseline.

Article 16 The environmental protection department of the State Council shall formulate
the State's pollutant emission standards in accordance with the State's environmental
guality standards and the State's economic and technological conditions.
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People's Governments of provinces, autonomous regions and centrally-administered
municipalities may formulate local pollutant emission standards for projects not covered by
the State's pollutant emission standards; for projects which are covered by the State's
pollutant emission standards, local pollutant emission standards

which are stricter than the State's pollutant emission standards may be formulated. Local
pollutant emission standards shall be filed with the environmental protection department of
the State Council for record.

Article 17 The State shall establish and improve upon an environmental monitoring
system. The environmental protection department of the State Council shall formulate
monitoring standards, and organise monitoring network jointly with the relevant authorities,
plan the installation of the State's environmental quality monitoring stations (points) on a
unified basis, establish a monitoring data sharing mechanism, and strengthen
administration of environmental monitoring.

The installation of various environmental quality monitoring stations (points) for the
relevant industries and professions shall comply with the provisions of laws and
regulations and the requirements of monitoring standards.

Monitoring organisations shall use monitoring equipment which comply with national
standards, comply with monitoring standards. Monitoring organisations and their
person(s)-in-charge shall be responsible for the veracity and accuracy of monitoring data.

Article 18 People's Governments of provincial level and above shall organise the relevant
authorities or entrust professional organisations to investigate and evaluate environmental
conditions, establish a monitoring and warning mechanism for carrying capacity of
environmental resources.

Article 19 Environmental impact assessment shall be carried out pursuant to the law in the
formulation of the relevant development and utilisation plans and construction of projects
which have an impact on environment.

Development and utilisation plans which have not carried out environmental impact
assessment pursuant to the law shall not be organised and implemented; construction
projects which have not carried out environmental impact assessment shall not commence
construction.

Article 20 The State shall establish a trans-administrative region

joint prevention coordination mechanism, implement unified planning, unified standards,
unified monitoring and unified prevention and treatment measures.

Prevention and treatment of environmental pollution and ecological damage across
administrative regions other than those stipulated in the preceding paragraph shall be
coordinated and resolved by the higher-level People's Government, or coordinated and
resolved by the relevant local People's Government.

Article 21 The State adopts finance, tax, pricing, government procurement policies and
measures, encourage and support development of environmental protection industries
such as environmental protection technological equipment, integrated utilisation of
resources and environmental services etc.

Article 22 People's Governments shall adopt finance, tax, pricing and government
procurement policies and measures pursuant to the law to encourage and support
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enterprises, institutions and other manufacturing operators which reduces pollutant
emission on the basis of pollutant emission's compliance with statutory requirements.

Article 23 People's Governments shall support enterprises, institutions and other
manufacturing operators converting their operation, relocating or closing down pursuant to
the relevant provisions for environmental improvement.

Article 24 The environmental protection departments of People's Governments of county
level and above and their entrusted environmental monitoring agencies and other
departments tasked with environmental protection supervision and administration duties
shall have the right to conduct onsite inspection of enterprises, institutions and other
manufacturing operators involved in pollutant emission. Inspected parties shall reflect the
situation truthfully and provide the requisite materials. The departments, agencies and
officers implementing onsite inspection shall keep confidentiality of commercial secrets for
the inspected parties.

Article 25 Enterprises, institutions and other manufacturing operators guilty of discharging
pollutants in violation of the provisions of laws and regulations which caused or may cause
serious pollution,

the environmental protection departments and other departments tasked with
environmental protection supervision and administration duties of People's Governments
of county level and above may seize and confiscate facilities and equipment which cause
pollutant emissions.

Article 26 The State implements an environmental protection targets and responsibilities
system and performance appraisal system.

People's Governments of county level and above shall include completion of
environmental protection targets in the performance appraisal for the departments of the
counterpart People's Government tasked with environmental protection supervision and
administration duties and their person(s)-in-charge and the lower-level People's
Governments and their person(s)-in-charge as an important basis for their performance
appraisal. The appraisal results shall be announced to the public.

Article 27 People's Governments of county level and above shall report environmental
conditions and completion of environmental protection targets to the counterpart People's
Congress or the standing committee of the People's Congress annually, promptly report
major environmental events to the standing committee of the counterpart People's
Congress, and accept supervision pursuant to the law.

Chapter 3 Protection and Improvement of Environment

Article 28 All levels of local People's Government shall adopt effective measures in
accordance with environmental protection targets and control tasks for environmental
improvement.

For key areas and river basins which failed to attain environmental quality standards of the
State, the local People's Government shall formulate a plan for attainment of standards
within a stipulated period, and adopt measures to attain standards within the stipulated
period.

Article 29 The State shall delineate ecological protection boundaries for key ecological
function areas, ecological sensitive and vulnerable areas etc, implement strict protection.
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All levels of People's Government shall adopt measures to protect and prohibit destruction
of various types of representative natural ecological systems, natural distribution areas of
rare, endangered wildlife and wild fauna, important water conservation areas, geological
structures with major scientific and cultural value, natural heritages such as famous caves
and fossil distribution, glaciers, volcanoes and hot springs etc, cultural sites, ancient and
rare trees.

Article 30 Reasonable development and utilisation of natural resources, protection of
biodiversity, protection of ecological safety, formulation of the relevant ecological
protection, restoration and management plans pursuant to the law and implementation
thereof.

Measures shall be adopted for introduction of foreign species and research, development
and utilisation of biotechnology, prevention of destruction of biodiversity.

Article 31 The State shall establish and improve upon an ecological protection and
compensation system.

The State shall strengthen fiscal transfers and payments for ecological protection areas.
The relevant local People's Governments shall obtain ecological protection and
compensation funds and ensure application of such funds for ecological protection and
compensation.

The State shall guide People's Governments of beneficiary areas and ecological protection
areas, carry out ecological protection and compensation through negotiation or in
accordance with market rules.

Article 32 The State shall strengthen protection of atmosphere, water, soil etc, establish
and improve upon the corresponding investigation, monitoring, assessment and
restoration system.

Article 33 All levels of People's Government shall strengthen protection of agricultural
environment, promote use of new environmental protection techniques in agriculture,
strengthen monitoring and warning of agricultural pollutants, organise the relevant
departments to adopt measures to prevent soil pollution and desertification, salinisation,
stone desertification, ground subsidence, prevent ecological imbalances such as
destruction of vegetation, soil erosion, eutrophication, water depletion, extinction of
species etc, promote integrated prevention and treatment of plant diseases and insect
pests.

County and village People's Governments shall improve public service standards for
environmental protection of rural areas, promote integrated remediation of rural
environment.

Article 34 The State Council and all levels of People's Government at coastal areas shall
strengthen protection of marine environment. Ocean discharge, dumping of waste, coastal
engineering and ocean engineering projects shall comply with the provisions of laws and
regulations and the relevant standards, prevent and reduce pollution damage of marine
environment.

Article 35 Urban-rural development shall take into account the characteristics of

local natural environment, protection of vegetation, waters and natural landscape,
strengthen development and administration of urban landscape, greenery and scenic
areas.
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Article 36 The State encourages and guides citizens, legal persons and other
organisations to use products which are beneficial for environmental protection and
recycled products, reduce waste generation.

State agencies and other organisations which use fiscal funds shall give priority to
procurement and use of energy saving, water efficient and material saving products,
equipment and facilities which are beneficial for environmental protection.

Article 37 All levels of local People's Government shall adopt measures to organise
categorised disposal and recycling of domestic waste.

Article 38 Citizens shall comply with environmental protection laws and regulations,
cooperate in implementation of environmental protection measures, carry out categorised
disposal of domestic waste pursuant to the provisions, reduce environmental damage
caused by everyday life.

Article 39 The State shall establish and improve upon an environmental and health
monitoring, investigation and risk assessment system; encourage and organise studies of
environmental quality's impact on public health, adopt measures to prevent and control
diseases related to environmental pollution.

Chapter 4 Prevention and Treatment of Pollution and Other Hazards
Article 40 The State promotes clean production and recycling of resources.

The relevant departments of the State Council and all levels of local People's Government
shall adopt measures to promote manufacturing and use of clean energy.

Enterprises shall give priority to use of clean energy, adopt processes and equipment with
high resource utilisation and low pollutant emission as well as technologies for integrated
waste utilisation and decontamination of pollutants, reduce pollutant generation.

Article 41 Pollution prevention facilities in construction projects shall be designed,
constructed and put into use simultaneously with the main project. Pollution prevention
facilities shall comply with the requirements of the approved environmental impact
assessment document, and shall not be arbitrarily removed or left idle.

Article 42 Pollutant-discharging enterprises, institutions and other manufacturing
operators shall adopt measures to prevent and treat waste gas, wastewater, waste residue,
medical waste, dust, malodorous gas, radioactive substances generated in manufacturing,
construction or any other activities as well as environmental pollution and hazards such as
noise, vibration, ray radiation, electromagnetic radiation etc.

Enterprises and institutions engaging in discharge of key pollutants,

shall establish an environmental protection accountability system, specify the
responsibilities of the person(s)-in-charge and the relevant personnel of the organisation.

Pollutant-discharging organisations shall install and use monitoring equipment pursuant to
the relevant provisions of the State and monitoring standards, ensure normal operation of
monitoring equipment, keep original monitoring records.

lllegal discharge of pollutants through underground pipes, seepage walls, pits, perfusion,
alteration or forgery of monitoring data, circumvention of regulation such as abnormal
operation of pollution prevention facilities etc shall be prohibited.
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Article 43 Pollutant-discharging enterprises, institutions and other manufacturing
operators shall pay sewage fee pursuant to the relevant provisions of the State. Sewage
fees shall be used entirely for prevention and treatment of environmental pollution and
shall not be retained, misappropriated or diverted by any organisation or individual.

Where environmental protection tax is levied pursuant to the provisions of the law, sewage
fee shall not be levied.

Article 44 The State shall implement a key pollutants total discharge quantity control
system. Key pollutants total discharge control indicators shall be disseminated by the State
Council, resolved and implemented by People's Governments of provinces, autonomous
regions and centrally-administered municipalities. Enterprises and institutions shall, in the
implementation of national and local pollutant emission standards, comply with the key
pollutants total discharge quantity control indicators applicable to the organisation.

For areas which exceeded the key pollutants total discharge quantity control indicators of
the State or failed to complete the environmental quality targets determined by the State,
the environmental protection departments of People's Government of provincial level and
above

shall suspend examination and approval for their environmental impact assessment
documents of new construction projects subject to key pollutants total discharge quantity.

Article 45 The State shall implement a pollutant discharge permit administration system
pursuant to the provisions of the law.

Enterprises, institutions and other manufacturing operators subject to

pollutant discharge permit administration shall discharge pollutants pursuant to the
requirements of the pollutant discharge permit; discharge of pollutants shall not be allowed
without a pollutant discharge permit.

Article 46 The State implements an elimination system for technology, equipment and
products which cause serious environmental pollution.

No organisation or individual shall manufacture, sell or move, use technology, equipment
and products which cause serious environmental pollution.

Introduction of technology, equipment, materials and products which do not comply with
the environmental protection provisions of the State shall be prohibited.

Article 47 All levels of People's Government and their relevant departments and
enterprises and institutions shall ensure proper risk control, emergency preparation,
emergency response and post-event restoration etc for environmental emergencies
pursuant to the provisions of the Emergency Response Law of the People's Republic of
China.

People's Governments of county level and above shall establish an environmental
pollution public monitoring and early warning mechanism, organise formulation of warning
plan; in the event of environmental pollution which may have an impact on public health
and environmental safety, warning information shall be promptly announced pursuant to
the law, emergency measures shall be activated.

Enterprises and institutions shall formulate contingency plans for environmental
emergencies pursuant to the relevant provisions of the State and file them with the
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environmental protection authorities and the relevant authorities for record. In the event of
occurrence or possible occurrence of an environmental emergency, the enterprise or
institution shall forthwith adopt handling measures, promptly notify endangered
organisations and residents, and report to the environmental protection authorities and the
relevant authorities.

Upon completion of handling of an environmental emergency, the relevant People's
Government shall forthwith organise evaluation of the environmental impact and loss
caused by the event, and promptly announce the evaluation findings to the public.

Article 48 Manufacturing, storage, transportation, sale, use, disposal of chemicals and
articles containing radioactive substance shall comply with the relevant provisions of the
State in prevention of environmental pollution.

Article 49 All levels of People's Government and their agriculture department and other
relevant departments and organisations shall guide scientific cultivation and breeding by
agricultural operators, use agricultural inputs such as pesticides, fertilisers etc scientifically
and reasonably, dispose agricultural waste such as agricultural film and straws etc
scientifically, prevent non-point source agricultural pollution.

Application of solid waste, wastewater which do not comply with agricultural standards and
environmental protection standards into farmland shall be prohibited. For use of
agricultural inputs such as pesticides, fertilisers etc and irrigation, measures shall be
adopted to

prevent environmental pollution by heavy metal and other toxic and hazardous
substances.

Site selection, construction and management for livestock and poultry farms, farming
district, fixed location slaughtering enterprises etc shall comply with the provisions of the
relevant laws and regulations. Organisations and individuals engaging in livestock
breeding and slaughtering shall adopt measures for scientific disposal of waste such as
manure, carcasses and sewage, prevent environmental pollution.

County People's Governments shall be responsible for organising disposal of domestic
waste in rural areas.

Article 50 All levels of People's Government shall arrange funds in their fiscal budget to
support environmental protection such as protection of rural drinking water sources,
disposal of sewage and other waste, prevention and treatment of pollution caused by
livestock breeding and slaughtering, prevention and treatment of soil pollution and rural
mining pollution control.

Article 51 All levels of People's Government shall coordinate and arrange construction of
urban-rural sewage treatment facilities and complementary pipelines, environmental
sanitation facilities such as collection, transportation and disposal of solid waste etc,
centralised disposal facilities and premises for hazardous waste and other public facilities
for environmental protection, and ensure their normal operation.

Article 52 The State encourages taking up of environmental pollution liability insurance.

Chapter 5 Information Disclosure and Public Participation
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Article 53 Citizens, legal persons and other organisations shall have the right to obtain
environmental information, participate in and supervise environmental protection pursuant
to the law.

The environmental protection departments and other departments tasked with
environmental protection supervision and administration duties of all levels of People's
Government shall make public environmental information pursuant to the law and improve
upon public participation procedures, facilitate participation in and supervision of
environmental protection by citizens, legal persons and other organisations.

Article 54 The environmental protection department of the State Council shall publish
national environmental quality, key pollution source monitoring information and other
significant environmental information on a unified basis. The environmental protection
departments of People's Governments of provincial level and above shall announce
environmental information on a regular basis.

The environmental protection departments and other departments tasked with
environmental protection supervision and administration duties of the People's
Governments of county level and above shall make public information on environmental
quality, environmental monitoring, environmental emergencies and environmental
administrative permits, administrative punishment, levying and collection of sewage fee
and usage etc.

The environmental protection departments and other departments tasked with
environmental protection supervision and administration duties of local People's
Governments of county level and above,

shall include information on environmental violations by enterprises, institutions and other
manufacturing operators in the public integrity files, promptly announce the list of offenders
to the public.

Article 55 Key pollutant discharging organisations shall announce to the public description
of their key pollutants, discharge method, discharge concentration and total quantity,
information on excessive emission as well as information on construction and operation of
pollution prevention facilities truthfully, and accept public supervision.

Article 56 Where an environmental impact assessment report is required by law to be
formulated for a development project, the developer shall, in the formulation of the report,
explain the information to members of the public who may be affected and solicit their
opinions.

Upon receipt of an environmental impact assessment report for a development project, the
authorities responsible for examination and approval of environmental impact assessment
documents for development projects shall, except where State secrets and commercial
secrets are involved, announce the full text; where the developer has not solicit public
opinions for the development project, the developer shall be ordered to solicit public
opinions.

Article 57 Citizens, legal persons and other organisations who are aware of environmental
pollution and ecological destruction by any organisation or individual shall have the right to
report the matter to the environmental protection department or other departments tasked
with environmental protection supervision and administration duties.

Citizens, legal persons and other organisations who are aware of non-performance of
duties by the environmental protection departments and other departments tasked with
environmental protection supervision and administration duties of all levels of local
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People's Government and People's Governments of county level and above shall have the
right to report to their higher-level authorities or the surveillance authorities.

Authorities which accept such reports shall keep confidentiality of the relevant information
of the whistleblower, and protect the legitimate rights and interests of the whistleblower.

Article 58 For environmental pollution, ecological destruction, acts which harm public
interest, social organisations which satisfy the following criteria

may file a lawsuit with a People's Court:

(1) registered with the civil affairs department of a People's Government of municipality
divided into districts or above pursuant to the law;

(2) specialising in environmental protection community activities for five or more
consecutive years and do not have any violation record.

A lawsuit filed by a social organisation which complies with the provisions of the preceding
paragraph shall be accepted by the People's Court pursuant to the law.

Social organisations filing a lawsuit shall not seek economic gains through the lawsuit.
Chapter 6 Legal Liability

Article 59 Enterprises, institutions and other manufacturing operators guilty of illegal
discharge of pollutants shall be subject to a fine and ordered to make correction; where an
offender refuses to make correction, the administrative authorities which made the
punishment decision pursuant to the law may, with effect from the date of order for
correction, impose consecutive daily fines based on the original punishment amount.

The fines stipulated in the preceding paragraph shall comply with

the provisions determined in accordance with the factors such as operation costs of
pollution prevention facilities, direct losses caused by the illegal act or illegal income
derived from the illegal act etc.

Local regulations may, in accordance with the actual needs of environmental protection,
include additional types of illegal acts for which daily consecutive fines stipulated in the first
paragraph are applicable.

Article 60 Enterprises, institutions and other manufacturing operators whose discharge of
pollutants exceeds the pollutant emission standards or the key pollutants total discharge
guantity control indicators may be ordered by the environmental protection department of
the People's Government of county level and above to adopt measures such as restriction
of manufacturing or suspension of production for rectification; in serious cases, the
offender may, upon approval by a People's Government with approval authority, be
ordered to suspend operation or closed down.

Article 61 Where a developer has not submitted an environmental impact assessment
document for development project pursuant to the law or has commenced construction
when the environmental impact assessment document is not approved, the department
tasked with environmental protection supervision and administration duties shall order the
developer to stop construction and impose a fine, and may order the developer to restore
the original conditions.
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Article 62 Key pollutant-discharging organisations which violate the provisions of this Law
in failure to announce environmental information or failure to announce environmental
information truthfully shall be ordered by the environmental protection department of the
local People's Government of county level and above to make announcement and be
subject to a fine. Announcement shall be made.

Article 63 Where any of the following acts committed by enterprises, institutions and other
manufacturing operators does not constitute a criminal offence, in addition to punishment
pursuant to the relevant laws and regulations, the environmental protection authorities or
other relevant authorities of the People's Government of county level and above shall
forward the case to the public security bureau, the directly accountable
person(s)-in-charge and other directly accountable personnel shall be detained for period
of more than 10 days but less than 15 days; or detained for a period of more than five days
but less than 10 days in less serious cases:

(1) failure to carry out an environmental impact assessment for a development project
pursuant to the law, and refuse to suspend construction when being ordered to do so;

(2) violation of the provisions of the law in discharging pollutants without obtaining a
pollutant discharge permit, and refuse to stop discharging pollutants when being ordered to
do so;

(3) illegal discharge of pollutants through underground pipes, seepage walls, pits,
perfusion, alteration or forgery of monitoring data, circumvention of regulation such as
abnormal operation of pollution prevention facilities etc;

(4) manufacturing and use of pesticides for which manufacturing and use are prohibited by
the State expressly, and refuse to do make correction when being ordered to do so.

Article 64 In the case of damages caused by environmental pollution and ecological
destruction, tortious liability shall be borne pursuant to the relevant provisions of the Tort
Law of the People's Republic of China.

Article 65 Environmental impact assessment organisations, environmental monitoring
organisations and organisations undertaking maintenance and operation of environmental
monitoring equipment and pollution prevention facilities responsible for fraudulent acts in
the relevant environmental services and activities which cause environmental pollution and
ecological destruction shall, in addition to being punished pursuant to the provisions of the
relevant laws and regulations, be liable jointly and severally with the other accountable
persons for such environmental pollution and ecological destruction.

Article 66 The limitation of action for lawsuits in respect of compensation for
environmental damages shall be three years, commencing from the date on which the
party concerned becomes aware or should become aware of the damages.

Article 67 The higher-level People's Government and their environmental protection
department shall strengthen supervision of environmental protection work of the
lower-level People's Government and their relevant department(s). For officers found guilty
of committing an illegal act who should be punished pursuant to the law, the recommended
punishment shall be proposed to his/her appointment agency or the surveillance agency.

Where administrative punishment should be imposed pursuant to the law, but the relevant
environmental protection authorities do not impose administrative punishment, the
environmental protection department of the higher-level People's Government may make
an administrative punishment decision.
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Article 68 Where the environmental protection departments and other departments tasked
with environmental protection supervision and administration duties of all levels of local
People's Government , People's Governments of county level and above have committed
any of the following acts, the directly accountable person(s)-in-charge and other directly
accountable personnel shall be subject to demerit points, major demerit points or
demotion; or dismissed or expelled if the consequences are serious, the key
person(s)-in-charge shall resign to take responsibility:

(1) granting of an administrative permit to applicants who do not comply with administrative
licensing criteria;

(2) covering up an environmental violation;

(3) failure to make a decision on suspension of operation or closure pursuant to the law
when such a decision should be made;

(4) failure to promptly investigate and handle discharge of pollutants which exceeds the
indicators, adoption of circumvention of regulatory measures to discharge pollutants,
environmental incident and ecological destruction caused by failure to implement
ecological protection measures upon discovery or being informed;

(5) violation of the provisions of this Law in seizure and confiscation of facilities and
equipment of enterprises, institutions and other manufacturing operators;

(6) alteration or forgery of monitoring data or instigation of alteration or forgery of
monitoring data;

(7) failure to announce environmental information which is required to be announced
pursuant to the law;

(8) retention, misappropriation or diversion of sewage fees collected;
(9) any other illegal acts stipulated by laws and regulations.

Article 69 For violations of these Provisions which constitute a criminal offence, criminal
liability shall be pursued in accordance with the law.

Chapter 7 Supplementary Provisions

Article 70 This Law shall be effective 1 January 2015.
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Administrative Measure on Automatic Monitoring of Source of

Pollution

Issued by: State Environmental Protection Administration (cancelled)
Date of release: September 19, 2005
Effective Date: November 01, 2005
Validity: Currently effective
Ref No.: SEPA Decree No. 28
Decree of the State Environmental Protection Administration
No. 28

“Measures for the Administration of Automatic Monitoring of Pollution Sources’ passed at the
2005 tenth executive meeting of the State Environmental Protection Administration held on July 7,
2005 are hereby promulgated and should come into effect as from November 1, 2005.

Director Xie Zhenhua

September 19, 2005

Administrative Measure on Automatic Monitoring of Source of Pollution
Chapter | General

Article 1 To strengthen the control of pollution sources, implement the total quantity control of
pollutant discharge and emission permit system and emission charging system, prevent pollution
accidents, and improve the scientific, information-based environmental management, and pursuant
to “Water Pollution Prevention and Control Law”, “ Atmospheric Pollution Prevention and Control
Law”, “Law on Prevention and Control of Pollution From Environmental Noise”, “Implementing
Rules of Water Pollution Prevention and Control Law”, “Regulations on the Administration of
Environmental Protection from Construction Project”, and “Regulations on the Administration of
Imposition and Use of Pollutant Discharge Fee” and other laws and regulations on environmental
protection, these Measures are hereby enacted.

Article 2 These Measures apply to the supervision and management of automatic monitoring
system for key pollution sources.

The construction, management and operation and maintenance of the automatic monitoring system
of water pollutants at key pollution sources, air pollutants and noise emission must comply with
these Measures.



Article 3 The automatic monitoring system herein is composed of automatic monitoring
equipment and the monitoring center.

Automatic monitoring egquipment refers to the equipment and instruments such as the equipment
and flowmeter for the monitoring and measurement of pollutant emission, recorder of operations
of pollution control facilities and data acquisition and transmission device installed at the site of
pollution sources. It isan integral part of the pollution prevention and control facilities.

The monitoring center refers to the computer software and equipment and so on used by the
environmental protection department to implement automatic monitoring of the key pollution
sources through communication transmission lines and automatic monitoring equipment
connection.

Article 4 The automatic monitoring system passes the inspection by the environmental protection
department and is in normal operation. The data generated acts as the basis for the environment
supervision and management by the environmental protection department regarding verification of
application for sewage, sewage licensing, total quantity control, environmental statistics, sewage
fees collection and on-site environmental law enforcement, and is made public to the society as
per the relevant regulations.

Article 5 State Environmental Protection Administration is responsible for directing the automatic
monitoring of key pollution sources nationwide and formulating the relevant working system and
technical specifications.

Local environmental protection departments determine the key pollution sources requiring
automatic monitoring and formulate the working plans as per the requirements of the State
Environmental Protection Administration on the basis of the principles of “taking overall planning,
ensuring priority areas, taking into account general issues and doing within its capability”.

Article 6 The environmental supervisory agency is responsible for the following:
() participate in the formulation of working plan and organize the implementation;

(1) verify whether the selection, installation, and use of automatic monitoring equipment meet the
requirements;

(11 supervise and inspect the construction, operation and maintenance of automatic monitoring
systems;

(IV) provide networked supervision and management of key sources of pollution within the
administrative area through the automatic monitoring system;

(V) verify and submit the automatic monitoring data through the network to the peer
environmental protection departments and superior environmental supervisory agency;

(V1) issue opinions for punishment as per the law for the polluters which do not set up as per the
law or dismantle or leave unused, shut down and normally use the automatic monitoring system



without permission.
Article 7 The environmental monitoring agency is responsible for the following:
() guide the selection, installation and use of automatic monitoring equipment;

(I1) make regular comparison monitoring of automatic monitoring equipment, and put forward
opinions on the effectiveness of automatic monitoring data.

Avrticle 8 The environmental information agency is responsible for the following:
() guide the software development of automatic monitoring system;

(I1) guide the networking of the automatic monitoring system, and verify whether the networked
automatic monitoring system meets the technical specifications formulated by the State
Environmental Protection Administration;

(1) assist the environmental supervisory agency in the maintenance and management of the
networked operation of automatic monitoring system.

Article 9 Any unit and individual are obliged to protect the automatic monitoring system, and are
entitled to lodge complaints against the improper use of the automatic monitoring system such as
leaving unused, dismantling, or destroying the system or the change of the parameters and data,
etc. of the automatic monitoring system without permission.

Chapter 1l Construction of automatic monitoring system

Article 10 The polluters listed in the automatic monitoring plan for pollution sources should set
up and install automatic monitoring equipment and supporting facilities within the prescribed time
limit and show cooperation in the networking of automatic monitoring system.

Article 11 New construction, renovation, expansion and technical transformation projects should
set up and install automatic monitoring equipment and matching facilities pursuant to the
approved environmental impact assessment documents. As a part of the environmental protection
facilities, it is designed, constructed and put into use simultaneously together with the principal
project.

Avrticle 12 Construction of automatic monitoring system must meet the following requirements:

(I) The relevant instruments for automatic monitoring equipment should be the products which
pass the applicability test by the environmental monitoring instrument testing organization
designated by the State Environmental Protection Administration;

(I1) Data collection and transmission are in line with the state technical specifications for data
transmission and interface standards regarding the online automatic monitoring (measurement)
system for pollution sources;

(111) Automatic monitoring equipment should be installed at the sewage discharge outlet as



required by the regulations for environmental protection;

(IV) The comparison monitoring of environmental monitoring instruments should be qualified in
accordance with national environmental monitoring technical specifications;

(V) Automatic monitoring equipment and the monitoring center can be networked stably;

(V1) The system for operation, use and management of automatic monitoring system is
established.

Article 13 The fund for construction, operation and maintenance of automatic monitoring
equipment is solely raised by the polluter units, with subsidies from the environmental protection
department; for the fund for the construction, operation and maintenance of the monitoring center,
the environmental protection department formulates budget application for the fund.

Chapter 111 Operation, maintenance and management of automatic monitoring system

Avrticle 14 The operation and maintenance of automatic monitoring system should comply with
the following provisions:

(I) The operators of the automatic monitoring egquipment should be qualified, certificate-holding
staff as per the relevant state regulations;

(I1) The use, operation and maintenance of automatic monitoring equipment comply with the
relevant technical specifications;

(111 Regular comparison monitoring;
(1V) Establishment of records of the operation of the automatic monitoring system,;

(V) If the automatic monitoring equipment fails to properly collect and transfer data due to faults,
the units should make maintenance in a timely manner and report this to the environmental
supervisory agency, and, if necessary, should adopt manual monitoring method to submit data.

If the automatic monitoring system is operated and maintained by athird party, the said third party
should apply for the qualification certificate for environmental pollution prevention and control
facilities as per the Administrative Measures for Qualification Licenses for the Operation of
Environmental Pollution Control Facilities.

Avrticle 15 If the automatic monitoring equipment requires repair, discontinuation, dismantling or
replacement, the units should report this in advance to the environmental supervisory agency for
approval.

The environmental supervisory agency should give an official reply within seven days upon
receiving the report from the polluter unit; if the reply is overdue, it is deemed as consent.

Chapter 1V Penalty



Article 16 If the existing polluter unit violates the provisions by failing to complete the
installation of automatic monitoring equipment and supporting facilities within the stipulated
period, the environmental protection department above the county level should order the
correction and impose a fine of less than RMB 10,000.

Article 17 If the new construction, renovation, expansion and technical transformation projects
fail to install automatic monitoring equipment and supporting facilities, or the examination and
acceptance is not handled or is unqualified, while the main project is about to be put into
production or use, the environmental protection department approving the environmental impact
assessment document for the construction project order the discontinuation of the production or
use of the main project as per the “Regulations on the administration of environmental protection
for construction projects’ and may impose a fine of less than RMB 100,000.

Article 18 In case of one of the following acts, the local environmental protection department
above the county level make treatment according to the following provisions:

(1) do not properly use the automatic monitoring equipment deliberately for water pollutant
discharge, or dismantle, leave unused, or destroy automatic monitoring equipment of water
pollutant discharge without the approval of the environmental protection department, with the
result that the pollutants emitted exceed standards;

(I1) do not properly use the automatic monitoring equipment of air pollutant emissions, or
dismantle, leave unused, or destroy automatic monitoring equipment of air pollutant emissions
without the approval of the environmental protection department;

(1) dismantle, leave unused, or destroy automatic monitoring equipment of ambient noise
emission without the approval of the environmental protection department, with the result that the
environmental noise emissions exceed the prescribed standards.

For the acts stipulated in preceding paragraph (1), the polluter is ordered to restore the normal use
or make re-installation within a designated period, and a fine of less than RMB 100,000 is
imposed as per Article 48 of “Water Pollution Prevention and Control Law” and Article 41 of the
“Implementation Rules for Water Pollution Prevention and Control Law”; for the acts stipulated in
preceding paragraph (1), the polluter is ordered to cease the illegal acts and make rectification
within a designated period and a warning or a fine of less than RMB 50,000 yuan is imposed as
per Article 46 of the “Law on the Prevention and Control of Atmospheric Pollution”; for the acts
dtipulated in preceding paragraph (111), the polluter is ordered to make corrections and a fine of
less than RMB 30,000 is imposed as per Article 50 of the “Law on Prevention and Control of
Pollution From Environmental Noise”.

Chapter V Supplementary Provisions

Article 19 These Measures should come into effect as from November 1, 2005.
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Regulations on Administration of Levy and Use of Pollutant Discharge

Fee
Promulgating Institution:  Siate Council
Document Number: Decree No. 369 of the State Council
Promulgating Date: 01/02/2003
Effective Date: 07/01/2003
Validity Status: Valid

Decree of the State Council of the People's Republic of China
No. 369

The Regulations on Administration of Levy and Use of Pollutant Discharge Fee, adopted at the 54th
Executive Meeting of the State Council on January 30, 2002, is hereby promulgated and shall become
effective as of July 1, 2003.

Zhu Rongji, Premier

January 2, 2003
Regulations on Administration of Levy and Use of Pollutant Discharge Fee

Chapter 1: General Provisions

Article 1  These Regulations are formulated for the purpose of strengthening the administration of
levy and use of pollutant discharge fee.

Article 2 Entities and self-employed individuals that directly discharge pollutants into the
environment (hereinafter referred to as dischargers) shall pay pollutant discharge fee in accordance
with the provisions of these Regulations.

Dischargers that discharge wastewater to facilities for centralized treatment of urban wastewater and
pay wastewater treatment fee are not obliged to pay pollutant discharge fee. Dischargers that have
constructed facilities or field for storage or disposal of industrial solid wastes which meet the standard
for environment protection or whose original facilities or field for storage or disposal of industrial
solid wastes, after reconstruction, have met the standard for environment protection, are not obliged to
pay pollutant discharge fee from the date of completion of such construction or reconstruction.

The State actively promotes industrialization of treatment of urban wastewater and other wastes.
Measures for levying fees on centralized treatment of urban wastewater and other wastes will be
formulated separately.

Article 3  The competent administrative department of environmental protection, the department of
finance and the competent department of pricing of the people's government at or above the county
level shall, in accordance with their respective functions and duties, strengthen guidance,
administration and supervision of levy and use of pollutant discharge fee.

Article 4 Thelevy and use of pollutant discharge fee must be in strict compliance with the principle
of keeping revenue and expenditure in two separate channels. All pollutant discharge fee levied shall
be turned over to the finance department. The funds needed for law-enforcement in environmental
protection shall be included in the budget of the department concerned, and guaranteed by the finance
department at the corresponding level.

Article 5 All pollutant discharge fee shall be exclusively used for prevention and control of
environmental pollution. No entity or individual may intercept, illegally occupy or misappropriate
pollutant discharge fee.

Any entity or individua has the right to report, charge or complain against the interception, illega
occupation or misappropriation of pollutant discharge fee.

Chapter 2: Verification and Approval of the Categories and Quantities of Discharged
Pollutants
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Article 6 A discharger shall, in accordance with the provisions of the competent administrative
department of environmental protection of the State Council, declare the categories and quantities of
discharged pollutants to the competent administrative department of environmental protection of the
local people's government at or above the county level and provide supporting documents.

Article 7 The competent administrative department of environmental protection of the loca
people's government at or above the county level shall, in accordance with its competence for
verification and approva set forth by the competent administrative department of environmental
protection of the State Council, verify and approve the categories and quantities of pollutants
discharged by dischargers.

The quantities of sulfur dioxide discharged by power plants with installed capacity not less than 300,
000 kilowatts shall be verified and approved by the competent administrative department of
environmental protection of the people's government of the province, autonomous region or
municipality directly under the Central Government.

The competent administrative department of environmental protection responsible for verifying and
approving pollutant discharge shall, upon verification and approval of the categories and quantities of
discharged pollutants, notify dischargersin writing.

Article 8 A discharger that disagrees with the verified and approved categories or quantities of
discharged pollutants may, within seven days after receiving the notification, apply for a
re-verification to the competent administrative department of environmental protection that issues the
notification; the competent administrative department of environmental protection shall make a
re-verification decision within ten days after receiving the application for re-verification.

Article 9 When verifying and approving the categories and quantities of discharged pollutants, if
the competent administrative department of environmental protection responsible for verifying and
approving pollutant discharge has monitoring capacity, it shall conduct the verification and approval
according to the monitoring measures set forth by the competent administrative department of
environmental protection of the State Council; if it has no monitoring capacity, it shall conduct the
verification and approval according to the calculation measures of material balance set forth by the
competent administrative department of environmental protection of the State Council.

Article 10  Where a discharger uses automatic pollutant discharge monitoring facilities which are
compulsorily checked according to the provisions of the State to monitor pollutant discharge, the
monitoring data thus obtained shall be taken as the basis for verifying and approving the categories
and quantities of discharged pollutants.

The automatic pollutant discharge monitoring facilities installed by dischargers shall be regularly
calibrated according to law.

Chapter 3: Levy of Pollutant Discharge Fee

Article 11 The competent department of pricing, the department of finance, the competent
administrative department of environmental protection and the competent department of economic
and trade of the State Council shall, on the basis of the needs for industrialization of pollution
treatment, requirement of pollution prevention and control, the economic and technological conditions
and the bearing capacity of dischargers, formulate the national standard for levy of pollutant discharge
fee.

Where there is no relevant provision in the national standard for levy of pollutant discharge fee, the
people's governments of the provinces, autonomous regions, and municipalities directly under the
Central Government may formulate the local standards for levy of pollutant discharge fee, and submit
them for the record to the competent department of pricing, the department of finance, the competent
administrative department of environmental protection and the competent department of economic
and trade of the State Council.

Any amendment to the standard for levy of pollutant discharge fee shall be made after an advance
notice.

Article 12 Dischargers shall pay pollutant discharge fee according to the following provisions.

Page 2

iment 41 - Regulations on Administration of Levy and Use of Pollutant Discharge Fee-Bl.pdf - 2016-02-23



(2) in accordance with the Law on the Prevention and Control of Atmospheric Pollution and the
Marine Environment Protection Law, those discharging pollutants to ambient air or ambient marine
environment shall pay pollutant discharge fee on the basis of the categories and quantities of the
discharged pollutants;

(2) in accordance with the Law on the Prevention and Control of Water Pollution, those discharging
pollutants to aguatic environment shall pay pollutant discharge fee on the basis of the categories and
guantities of the discharged pollutants; those discharging pollutants in excess of the national or local
discharge standard shall pay double pollutant discharge fee on the basis of the categories and
guantities of the discharged pollutants;

(3) in accordance with the Law on Prevention and Control of Environmental Pollution by Solid
Waste, those that have not constructed facilities or field for industrial solid wastes storage or disposal,
or whose facilities or field for industrial solid wastes storage or disposal do not meet the standard for
environmental protection, shall pay pollutant discharge fee on the basis of the categories and
guantities of the discharged pollutants; those whose disposal of hazardous wastes by landfill is not in
conformity with the relevant provisions of the State shall pay hazardous wastes discharge fee on the
basis of the categories and quantities of the discharged pollutants;

(4) in accordance with the Law on Prevention and Control of Environmental Noise Pollution, those
producing noise pollution in excess of the national standard for ambient noise shall pay pollutant
discharge fee on the basis of acoustical level(s) in excess of the standard.

A discharger that has paid pollutant discharge fee is not exempt from the liabilities for pollution
prevention and control and compensation for pollution, as well as other liabilities set forth by laws
and administrative regulations.

Article 13 The competent administrative departments of environmental protection responsible for
verification and approval of pollutant discharge shall, in accordance with the standard for levy of
pollutant discharge fee and the categories and quantities of the pollutants discharged by dischargers,
determine the amount of the pollutant discharge fee that the dischargers shall pay, and make a public
announcement.

Article 14  The competent administrative departments of environmental protection responsible for
verification and approval of pollutant discharge shall, after the amount of the pollutant discharge fee
is determined, serve the letter of notice for pollutant discharge fee payment on the discharger.

A discharger shall pay the pollutant discharge fee with the designated commercial bank within seven
days after receiving the letter of notice for pollutant discharge fee payment. The commercial bank
shall turn over the pollutant discharge fee separately to the Central treasury and the local treasury in
the proportion as provided. The specific measures shall be formulated by the department of finance of
the State Council jointly with the competent administrative department of environmental protection of
the State Council.

Article 15 A discharger that suffers heavy economic loss due to force majeure may apply for afifty
percent reduction or remission of the pollutant discharge fee.

A discharger that causes environmental pollution for failing to timely take effective measures shall
not apply for the fifty percent reduction or remission of the pollutant discharge fee.

Specific measures for the reduction or remission of pollutant discharge fee shall be formulated by the
department of finance of the State Council and the competent department of pricing of the State
Council jointly with the competent administrative department of environmental protection of the State
Council.

Article 16  The dischargers that are not able to pay pollutant discharge fee on time due to specia
difficulties may, within seven days after receiving the letter of notice for payment of pollutant
discharge fee, apply for a postponement of the payment of pollutant discharge fee to the competent
administrative department of environmental protection that issues the letter of notice; the competent
administrative department of environmental protection shall make a written decision within seven
days after receiving the application; if by the end of the time limit no such decision is made, an
approval shall be deemed to have been granted.
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The maximum time limit for postponement of the payment of pollutant discharge fee shall not exceed
three months.

Article 17 The competent administrative department of environmental protection shall, jointly with
the department of finance and the competent department of pricing at the same level, make a public
announcement of the list of dischargers that are approved to enjoy a reduction, remission or
postponed payment of pollutant discharge fee. The announcement shall clearly specify the major
reasons for approving the reduction, remission or postponed payment of pollutant discharge fee.

Chapter 4: Use of Pollutant Discharge Fee

Article 18  The pollutant discharge fee must be included into the budget, managed as the specia
fund for environmental protection, and mainly used for allocating grants and interest subsidies for the
following projects.

(1) key pollution source prevention and control;
(2) regiona pollution prevention and control;

(3) development, demonstration, and application of new technologies and processes for pollution
prevention and control;

(4) other pollution prevention and control projects set forth by the State Council.

Specific measures for using shall be formulated by the department of finance of the State Council
jointly with the competent administrative department of environmental protection of the State Council
after soliciting comments from other related departments.

Article 19 The department of finance and the competent administrative department of
environmental protection of the people's government at or above the county level shall strengthen the
administration and supervision of the use of the special fund for environmental protection.

Entities and individuals using the special fund for environmental protection in accordance with
Article 18 of these Regulations must use it for the approved purposes.

The department of finance and the competent administrative department of environmental protection
of the local people's government at or above the county level shall quarterly report to the people's
government at the same level and the department of finance and the competent administrative
department of environmental protection at the higher level on the use and management of the special
fund for environmental protection within the administrative area.

Article 20  The audit institution shall strengthen the supervision through auditing over the use and
management of the special fund for environmental protection.

Chapter 5: Penalty Provisions

Article 21  Where a discharger, in violation of the relevant provisions, fails to pay the pollutant
discharge fee, the competent administrative department of environmental protection of the local
people's government at or above the county level shall, in accordance with its functions and powers,
order the discharger to pay the fee within a specified time limit; if the discharger refuses to pay the fee
upon expiration of the specified time limit, the competent administrative department of environmental
protection of the local people's government at or above the county level shall impose a fine not less
than one time but not more than three times of the due pollutant discharge fee and submit the case to
the people's government having approval authority for an order to suspend the discharger's business or
production for rectification.

Article 22 Where a discharger obtains the approval of a reduction, remission or postponed payment
of pollutant discharge fee by fraud, the competent administrative department of environmental
protection of the local people's government at or above the county level shall, in accordance with its
functions and powers, order the discharger to make up the due pollutant discharge fee within a
specified time limit, and concurrently impose on the discharger a fine of not less than one time but not
more than three times of the pollutant discharge fee which is thus reduced or remitted or the payment
of which is thus postponed.
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Article 23  Where a user of the special fund for environmental protection fails to use such fund for
the approved purposes, the competent administrative department of environmental protection or the
department of finance of the people's government at or above the county level shall, in accordance
with its functions and powers, order the user to make corrections within a specified time limit; if the
user fails to make corrections upon expiration of the specified time limit, it shall not apply for using
the special fund for environmental protection within the coming ten years, and shall be concurrently
fined not less than one time but not more than three times of the misappropriated fund.

Article 24  Where the competent administrative department of environmental protection of the local
people's government at or above the county level fails to levy the pollutant discharge fee or fails to
levy the due amount, the competent administrative department of environmental protection at the
higher level may order it to make corrections within a specified time limit, or directly order the
discharger concerned to make up the payment of pollutant discharge fee.

Article 26 Where a staff member of the competent administrative department of environmental
protection, the department of finance, the competent department of pricing of the peopl€e's government
at or above the county level commits one of the following acts, he shall be investigated for criminal
liability in accordance with the provisions of the Criminal Law on the crime of power abuse, the
crime of neglect of duty, or the crime of misappropriating public funds; if his act is not serious
enough for criminal punishment, he shall be given an administrative sanction in accordance with law:

(1) approving reduction, remission, or postponement of payment of pollutant discharge fee in
violation of these Regulations;

(2) intercepting, illegally occupying or misappropriating the special fund for environmental
protection; or

(3) failing to fulfill the supervison and administration responsibility in accordance with these
Regulations and to investigate and deal with illegal acts, thereby causing serious consequences.
Chapter 6: Supplementary Provisions

Article 26  These Regulations shall be effective as of July 1, 2003. The Interim Measures for Levy
of Pollutant Discharge Fee promulgated by the State Council on February 5, 1982 and the Interim
Measures for Compensated Use of the Specia Fund for Controlling Pollution Sources promulgated by
the State Council on July 28, 1988 shall be simultaneously repeal ed.
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Circular on the Printing and | ssuance of “ Provisional Administrative Measure
on Special Fund of Shandong Provincial Leve for Environmental Protection and
Prevention and Control of Atmospheric Pollution”

Release Date: November 05, 2014

To the municipal finance bureau, environmental protection bureau, and the county
(municipal) finance bureau and environmental protection bureau directly under the
provincial finance authority:

To implement the overal plan of the centra and provincial governments regarding
moving faster to set up a system for ecological improvement, and standardize the use
and management of special fund for provincial environmental protection and air
pollution prevention and control, we have conducted research and formulated the
“Shandong Provincia Interim Measures for Management of Special Fund for
Environmenta Protection and Air Pollution Prevention and Control” which is hereby
issued to you. If there are any questions during its implementation, please contact us
in atimely manner.

Finance Department of Shandong Province
Environmental Protection Department of Shandong Province

September 29, 2014

Provisional Administrative Measure on Special Fund of Shandong Provincial
Level for Environmental Protection and Prevention and Control of Atmospheric
Pollution

Chapter | General

Article 1 To implement the overall plan of the central and provincial governments
regarding moving faster to set up a system for ecological improvement, and
standardize the use and management of the specia fund for provincia environmental
protection and air pollution prevention and control (hereinafter referred to as “specia
fund”), improve the fund use efficiency, and promote improvement of environmental
quality year by year, these Measures are hereby enacted.

Article 2 The specia fund is earmarked by the provincia fiscal budget for
environmental protection and air pollution control, and the key matters identified in
the national and provincial major strategies for development.

Article 3 As government guidance funds, the special fund attracts enterprises,
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financia institutions, socia capital and other sources to make capital input through
such means as market-based operation.

Article 4 The arrangement of specid fund is made as per the “focused,
results-oriented” principles, and it adopts such alocation means as ecological
compensation, substituting subsidies with rewards, project grants, and genera transfer
payment.

If the projects adopt support in the form of provincial subsidy, its declaration and
budgetary arrangement procedure is separately formulated by the provincia finance
department and provincial environmental protection department in accordance with
the annual work plan.

Article 5 Support range of the special fund:

(I) prevention and treatment of such pollution as air, water, solid waste and chemicals,
radioactive waste;

(1) formulation of laws, plans and standards regarding environmental protection;

(1) environmental protection monitoring, survelllance and law enforcement
capacity-building and system operations support;

(IV) protection and restoration of regiona ecological environment such as nature
reserve, rural areas, and lakes;

(V) research, demonstration and promotion of significant environmenta protection
technology;

(VI) Other key projects for pollution prevention and control identified by the national
and provincial governments.

Article 6 The following projects are not included in the scope of support of special
fund:

(I) environmental protection facilities supporting the new construction projects (“three
simultaneous’ projects);

(I1) projects which have significant adverse impact on the social or natura
environment as identified by the environmental impact assessment;

(11) urban environmental infrastructure projects such as urban greening and sanitation,
urban sewage treatment, urban garbage disposal, urban gas, and central heating as
well as other items not directly related to pollution prevention and control;

(IV) projects which are not supported or explicitly banned and eliminated by the
nationa industrial policies;

Attachment 44 - Provisional Administrative Measure on Shandong Atmospheric Pollution.pdf - 02/23/2016



Chapter 11 Prevention and control of atmospheric pollution

Article 7 The special fund supports the atmosphere pollution control through such
means as ecological compensation, substituting subsidies with rewards, and project
subsidy.

(1) Ecological compensation: subject to the “Circular of the General Office of the
People's Government of Shandong Province on Issuing the Interim Measures for
Ecological Compensation for Ambient Air Quality in Shandong Province”.

(1) Substituting subsidies with rewards: the province arranges the relevant cities to
conduct assessment each year as per the “ Shandong 2013-2020 Plan for Atmospheric
Pollution Prevention and Control” and the implementation status of the “Phase-I Plan
of Action” and “Letter of Responsibility for Objectives’, and determine the amount of
capital budget by taking overall consideration of the ambient air quality improvement,
status of completion of main pollutant emission reduction, number of projects under
the plan and its progress, supervision and management, and completion of the work,
etc., in the various cities and the corresponding weight.

(1) project subsidy: In accordance with the principle of localized management, the
pollution treatment model projects which are jointly applied to the provincial finance
department and provincial environmental protection department by the finance bureau
and the environmental protection bureau in the city (county and city under the direct
management of provincial finance authority, hereinafter referred to as “directly
controlled county”) where the projects are located and those directly determined by
the provincial authority.

Article 8 The special fund is arranged by the cities (directly controlled counties) to
support the key projects listed in the national “ Action Plan of Air Pollution Prevention
and Control” (Guo Fa[2013] No. 37, hereinafter referred to as “ State Ten”), and the
“Plan and Action Plan”.

Major air pollution prevention and control projects include: denitration,
desulfurization and dust and smoke treatment in key industries, clean energy
substitution projects such as replacing the coa-fired boilers with natural gas-fired
boilers; volatile organic compounds (odor) control projects at key industria
enterprises; pollution control projects for motor vehicles such as the advance
elimination of "yellow label" vehicles, as well as other projects determined by the
provincial finance department and provincial environmental protection department
according to the priorities of the annual work.

Chapter 111 Prevention and Control of Water Pollution
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Article 9 The specia fund supports water pollution control at key river basins through
such means as ecological compensation, substituting subsidies with rewards, and
project subsidies.

() Ecological compensation: subject to the “Interim Measures on Ecological
Compensation Agreement for Xiaoging River Basin Upstream and Downstream”, etc.

(1) Substituting subsidies with rewards: the province arranges the relevant cities to
conduct assessment each year and determine the amount of capital budget by taking
overal consideration of the improvements of water quality at sections, status of
pollutant emission reduction, status of various projects under the various plans and the
status of completion of planning projects, etc. and its corresponding weight.

(1) project subsidies: In accordance with the principle of localized management, the
model projects of pollution treatment which are jointly applied to the provincia
finance department and provincia environmental protection department by the
finance bureau and the environmental protection bureau in the city (directly controlled
county) where the projects are located and those directly determined by the provincia
authority.

Article 10 The specia fund is centrally used to support the water pollution control
projects listed on the national and provincia pollution control plans, and especially
used to support the pollution treatment projects of a public welfare nature and the
model projects and key tasks determined by the provincial authority.

Chapter 1V Sail pollution prevention and treatment

Article 11 The special fund mainly takes the project subsidies to support the soil
pollution prevention and treatment.

In accordance with the principle of localized management, the model projects of
pollution treatment which are jointly applied to the provincial finance department and
provincial environmental protection department by the finance bureau and the
environmental protection bureau in the city (directly controlled county) where the
projects are located and those directly determined by the provincia authority.

Article 12 The specia fund is centrally used to support the model projects of soil
environmental protection listed in the national and provincial liability statements for
soil pollution prevention, for the provincia investigation for heavy metas in soil and
for the demonstration projects and key tasks determined by the provincia authority.

Chapter V Ecological protection and restoration at nature reserves and others
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Article 13 The specia fund adopts the general transfer payment method to support the
construction and management of nature reserves (including key ecological function
protection areas, the same below).

Article 14 The provincia finance authority directly sets the indexes for the fund for
day-to-day management of national nature reserves and provincial nature reserves
located in the counties directly under the provincial government according to the
factors of the nature reserves including the area for management and protection,
difference coefficient, assessment levels and fund use performance. Regarding the
alocation of funds for capacity-building of provincial nature reserves, the annual
financial support amount is determined on the basis of overall consideration of
examination and evaluation level of the standardized construction of the various
nature reserves and the fund use performance.

Article 15 The specia fund is used for the following expenditures:

(I For national nature reserves, it is used for the daily management as per the relevant
national and provincial financial and accounting regulations. Its investment for
management and protection of infrastructure investment is centrally arranged by the
National Development and Reform Commission through the existing investment
channels; the capacity-building investment is subsidized by the Ministry of Financein
the form of special funds; the financia deficit is solved through the original channels.

(1) For provincia nature reserves in the county (city) which is not the directly
controlled county, it is limited to the expenditure for management and protection
capacity-building. The investment for management and protection of infrastructure is
supported by the provincia development and reform commission according to the
situation; the fund for daily isincluded in the budget of the cities divided into districts;
the financia deficit is solved through the original channels. Expenditures for
capacity-building for management and protection specifically include:

1. acquisition of necessary research and observation, and monitoring equipment
corresponding to the nature and size of the nature reserve, and human capacity;

2. expenditures for biodiversity monitoring, protection of rare and endangered species
and conditions for scientific research and experiment of breeding and cultivation of
protected species,

3. infrastructure maintenance not included in the capital construction investment
management according to the current government regulations on investment and
management;

4. logo of nature reserve, wild fauna and flora protection, patrol, and maintenance and
equipment purchases for fire, etc.;

5. ecological restoration project construction requiring artificial assistance due to the
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nature reserve degradation or influence of natural disasters;
6. other expenditures approved by provincia fiscal department.

Fund for management and protection capacity building should not be used for
personnel expenditure, purchase of office equipment, and office space, buildings for
staff and other governmental buildings.

(I11) For provincia nature reserves located in the counties directly under the
provincial government, the specia fund can aso be used for daily management
expenditures such as comprehensive field survey, background investigation, planning
and formulation, publicity and education, monitoring, and statistics apart from the
scope prescribed in paragraph (11).

Chapter VI Environmental protection capacity building

Article 16 The specia fund adopts the project subsidy to support capacity-building for
the environmental protection department.

Article 17 The specia fund focuses on supporting the building of environmental
monitoring and warning system and environmental law enforcement and supervision
system. It is mainly by the provincial environmental protection department for the
building and operation of automatic monitoring system for the environment in the
province, operation of air quality monitoring station in TO mode in the cities divided
into districts, construction and operation of nuclear radiation environment monitoring
system in the province, standardized construction of security emergency prevention
and control system in the province, operation of provincia environmental monitoring
center, environmental quality and pollution sources supervision and monitoring;
subsidies for necessary environmental monitoring, surveillance, emergency response,
nuclear and radiation monitoring, and solid waste management, as well as the
preparation of standards and plans for environmental pollutant emission.

Article 18 For other projects such as project for demonstration and promotion of
advanced technology for environmental protection, the special fund adopts the
“substitution of subsidies with rewards’, project subsides and others for support
according to the situation.

Chapter VII Supervision and Administration

Article 19 The various relevant municipal finance bureaus and environmental
protection bureaus arrange the project application in accordance the budget
alocations of the special fund. The provincial finance department and provincia
environmental protection department examine for approva or record the schemes of
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fund arrangement for the relevant cities.

Article 20 Specia fund is earmarked for a particular purpose and adopts accounting
for separate account. For places with necessary conditions, the county-level
disbursement system isimplemented.

Article 21 The specid fund is used in a scientific and reasonable manner in
accordance with the relevant national fiscal policies, financia rules, bidding and
tender management, and government procurement, etc.

Article 22 The finance and environmenta protection departments at the municipal,
county (city, district) should supervise and inspect and check the use of special fund
and the progress of the projects, ensuring that the matching funds are put in place in
full in atimely manner and the projects are completed on time. The provincial finance
department and provincial environmental protection department will arrange relevant
staff to conduct the performance evaluation.

Article 23 In case of the acquisition, interception, misappropriation or diversion of
specia fund through fraud, according to relevant regulations, “financial penalties for
violations sanctions regulations’ and other punishment, punishment and penalty are
administered as per the Regulation on Penalties and Sanctions against Illegal Fiscal
Acts, etc. In case of gross violation, the provincial finance department and provincial
environmental protection department recover the special fund.

Chapter V111 Supplementary Provisions

Article 24 As from the date of promulgation of these Measures, “Shandong Provincial
Measures for Management of Special Fund for Environmental Protection” (Lu Cai
Jian [2004] No. 13) are rescinded.

Article 25 The interpretation of these Measures rests with the provincia finance
department and provincia environmental protection department.
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Administrative Measure on National Science and Technology Support

Scheme

Issued by: Ministry of Science and Technology, Ministry of Finance
Promulgating date: September 2, 2011
Effective date: September 2, 2011
Validity: Effective
Management Method for National Sci-Tech Support scheme
Chapter | General Principles

Acrticle 1 This method is formulated to implement the “National Outline for Medium
and Long Term S&T Development (2006-2020)” (hereinafter referred to as “Outline”)
and strengthen the scientific management of National Sci-Tech Support scheme
(hereinafter referred to as “Support scheme”) based on the Law of the People's

Republic of China on Progress of Science and Technology.

Avrticle 2 The Support scheme is the national science and technology program. Support
scheme mainly implements the tasks in the focus areas and priority themes in the
Outline, insists on independent innovation, breakthroughs in key technologies,
strengthens the application of technology integration and industrialization
demonstration, focuses on solving strategic, comprehensive, cross-industry,
cross-regional issues of major science and technology, cultivates and fosters a high
level of technological innovation and teamwork, fosters and forms technology
innovation base with international standards so as to accelerate economic restructuring
and development pattern and improve people's livelihood and provide strong scientific

support.

Article 3: The support scheme support the research and development as well as the
application in the area of energy, resources, environment, agriculture, materials,
manufacturing, transportation, information industry and modern service industry,
population and health, urbanization and urban development, public safety and other

social undertakings, etc.

Article 4: Support scheme is implemented in accordance with the principle of

"competition, open, merit-based and accountable™, insists demand traction, highlights
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priorities, balance and coordination and cooperation promotion; clear responsibilities
and standardized management. When implementing the support scheme, the
technology innovation role should be emphasized and promote the combination of

production and research closely.

Article 5: Support schemes implement confidentiality, avoidance system, system of
credit management and public system. The project implementation strengthens
corporate management responsibility and establishes the performance evaluation
system for program participants to strengthen supervision and accountability system

gradually.

Article 6: The Ministry of Science and Technology (“MOST”) shall establish national
technology plan management information system, strengthen the management for
national technology plan and promote the allocation and sharing for technology

resources reasonably.

Article 7: The MOST shall establish management method for the support scheme with
Ministry of Finance and The Ministry of Science and Technology is responsible for
the implementation of the support scheme. Support scheme is composed of two levels:
projects and tasks. Project adopts the management methods of limited objectives,
classified guidance, continuous project establishment, and year-specific
implementation. The implementation period is three to five years.

Chapter Il Organization

Article 8 MOST is in charge of the organization, management and supervision of the
Support scheme and its main responsibilities include:

(1) responsible for the overall design and development strategy research of the Support

scheme;
(1) Formulating the relevant management measures;

(111) establishing the backup project library of national technology plans, proposing and
approving the project establishment proposals, determining the excellent units for
project organization, organizing the project feasibility study, and providing reply to the

project establishment;

(V) Preparing the annual plan;
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(V) Guiding and supervising the implementation of the Support scheme and
coordinating and dealing with major problems during the project execution;

(V1) Organizing the project evaluation;

(VI1) Making a summary registration of the scientific and technological achievements

of the projects, and tightening management according to regulations.
(V1) Establishing national technology plan management information system.

Article 9 Project organization units refer to the departments (units) of the State Council,
the local science and technology departments (commissions, bureaus) and other units
with organization and coordination capability, and are responsible for the completion
of project objectives and its implementation effect. Its main responsibilities include:

(I) organizing the preparation of the feasibility study report for projects as per the

requirements;

(1) responsible for the task breakdown of the projects, determining the excellent units
for undertaking tasks and the units for the project’s final technology or product
integration in accordance with the principles of “openness ; fairness and impartiality”,

and signing the statement of the tasks;

(111) put in place the funds from other resources and relevant safeguard conditions
except the financial funds for the projects;

(V) organizing the implementation of projects and tasks, supervising and inspecting
the project implementation and the use of funds, collecting and reporting the annual
implementation of projects and relevant information as per the requirements, and
coordinating and dealing with the problems during the project and task execution

process;

(V) Preparing the document materials for the project for acceptance based on
requirement, making registration of the achievements and file the materials about the
achievements of the project (including technical reports, papers, data, and evaluation
reports, etc.), strengthening the management in accordance with policies and
regulations and promoting the protection of intellectual property of the achievements of

the Support scheme and its application and transformation.

Avrticle 12 The units undertaking the tasks are the enterprises, research institutes,
universities, etc., which have strong research capacity and conditions, standard
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operations and management, established in mainland China and has independent legal
personality. The units are responsible for the completion of tasks and its

implementation effect. Its main responsibilities include:

(I) preparing the mission statement in accordance with feasibility study report for

tasks;

(11) organizing the research team, put in place the self-financed fund and the supporting
conditions, and complete the objectives pre-set by the tasks in accordance with the

various tasks determined by the signed mission statement;
(111) Managing the task funds as per the requirements;

(IV) Preparing and reporting the annual implementation of tasks and relevant
information as per the requirements, and reporting the major problems during the task
execution and submitting all documentation for the examination and acceptance of

tasks;

(V) Signing the agreement with participating units before the implementation of the
tasks, defining the ownership of intellectual property and the achievements from the
task implementation; safeguard the interests of all parties as per the relevant policies

and laws.

Article 11: Give full play to the role of experts in the start-up of projects, the
implementation of supervision, inspection, and other aspects of the budget in support
scheme; Experts involved in support scheme is selected randomly from the National
Science and Technology Experts Plan Expert Base and the expert is responsible for the
fairness and scientificity of the results of the consultation, establish and perfect the

expert selection, use, and avoidance and credit system.

Article 12: The technology services organization are entrusted with carrying out the
novelty search for patents, evaluation, and process management, etc., and are

responsible for the quality of services and the impartiality of results.
Chapter 111 Project establishment
Article 13: The basic requirements for the support scheme project establishment:

(I Satisfy the position of support scheme and the focus of the support;
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(1) the project objectives are clear and specific, with verifiable technical indicators,
and can be completed within three to five years, and can form the achievements with

independent intellectual property rights or technical standards;

(111) the project has sound conditions at the preliminary phase, the organization
implementation system and other necessary conditions are guaranteed, the

implementation plan expenditure allocation is reasonable, scientific and exercisable;

(V) the project can drive the development of talent and base, the achivement after the

completion of the project can be applied.

Article 14: MOST strengthens the top-level design and overall layout, determines the
annual support focus and promulgate the guidance on collection of back-up projects as
per the national objectives and strategic focus. Combining the technology requirement
of the relevant departments of the State Council, the local science and technology
departments(commissions, bureaus), the industry associations and industrial
technology innovation strategy alliance, establish and perfect the national technology

plan back-up base. Back-up projects are the resources of annual plan preparation.

Article 15: The MOST organizes export to examine the back-up projects through the
network video review and select the back-up projects with important content, explicit
target, feasible technical route, strong research team and good research base and
conditions to the base.

Article 16: The MOST condenses, integrates and puts forward the alternative projects
in line with the annual support focus with relevant ministries, local departments as per
the key area and subjects determined in the “Outline” and combining the key tasks
determined by the national five-year science and technology plan, five-year science and
technology projects planning, inter-ministerial cooperation, the consultation between

ministries and provincial government.

Article 17: The MOST organizes relevant experts to examine the back-up project
proposals and determines the projects establishment and task organization units.

Article 18: Project organization unit prepares the project feasibility study, puts forward
specific objectives, breakdown tasks and the project implementation and operation

mechanism, etc.
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Article 19: The project organization unit determines the tasks undertaking unit from the
back-up projects base according to the opinions of demonstration. For the project with
explicit task objectives and the advantage of the task undertaking unit is outstanding,
the task undertaking unit can be determined through directed entrustment. If the units
other than the project organization units undertake the project tasks, the proportion of

fiscal funds is, in principle, not less than 40%.

Article 20: For the project (task) with explicit product-oriented or industrial prospect,
the enterprise should be undertaking unit and the input of the enterprise is the most

important. The undertaking units should satisfy the following conditions:
() Satisfying the basic conditions of project undertaking units;

(1) For projects implemented through the combination of production-teaching-research,
enterprise should sign agreement with legal binding with other organizations and

specify the ownership of the intellectual property and interest allocation.

(1) For the generic technical achievement through the implementation of project (task),

the enterprise is obligated to distribute in the industry through various methods.
(V) The self-financed fund should be more than grants.

Article 21: Industrial Technology Innovation Alliance is encouraged to submit,

organize and undertake the support scheme projects.

Avrticle 22:The MOST sets up project (task) budget arrangement proposal for the
approval of the Ministry of Finance as per the requirement of budget management of

Ministry of Finance.

Avrticle 23: The MOST is in charge of examination and approval of the project
establishment. Project organization units sign the mission statement with the units
undertaking the tasks as per the opinion of approval and implement the project with the
approval of the MOST.

Avrticle 24: Establish the emergency response mechanism for the Support scheme. If
emergencies having an impact on national economic and social development have
urgent and significant scientific and technological needs, the MOST can consult with
the relevant departments and local authorities for project demonstration and organize

its implementation.
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Article 25: The feasibility study of projects and tasks should take the intellectual
property as the key content and submit the analysis report containing the IPR
distribution, development trend and the IPR strategy for the research and industrial of
this project (task) and. The acquisition of proprietary intellectual property acts as one of

the key assessment objectives of the projects and tasks.

Article 26: Support scheme takes the formation of technical standards as one of the key
objectives and gives priority support for the projects which have an important impact
on national economic and social development, improve the international competiveness

of industry and form important technical trade measures.

Article 27:The Support scheme implements the spirit of National Outline for Medium
and Long Term Talents Development (2010-2020) and takes the talents training as the
key objectives, strengthens the connection with innovative talents promotion plan and

arranges the projects implementation, talents training and research base construction.

Article 28: promote announcement and publicity system. In compliance with national
provisions on confidentiality, the information on the establishment of projects and tasks,

etc. should be made public to the society in a timely manner.

Avrticle 29: The same project or task is prohibited to repeatedly apply for project
establishment under the national science and technology plans or the special public
welfare industry researches. If the units filing repeated applications for tasks are found
to engage in fraud, or forge application materials or evidentiary materials, it shall be

implemented in accordance with the provisions of credit management.
Chapter IV Implementation, supervision and inspection

Article 30: The project organization units are responsible for the organization and
implementation of the project. According to the project approval requirements and the
mission statement, the units inspect, supervise and implement the relevant supporting
conditions for the projects and tasks, ensuring that the projects and tasks are executed
according to plan.

Article 31: Support scheme projects implement the annual reporting system. The units
undertaking the tasks prepare an annual report on the implementation of the plan as per
the requirements and submit the information report to the higher authority. The project
organization unit submits the itemized reports to the MOST before November 15 each

year; if the implementation period is less than three months in the current year, the
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report can be submitted n the next year. The annual report is the basis for adjustment,
withdraw or grant for the project (task) in the next year.

Article 32: Strengthen the management, monitoring and evaluation of the project and
task implementation. The MOST can entrust relevant public institutions or third-party
technology services organization to asses and supervise the implementation of the
projects or tasks, organization management, implementation of the supporting
conditions, management of funds, and expected prospects. The project process
management adopts project commissioner system. For the projects implemented for the
national major tasks, the project commissioner system and expert team can be adopted
to strengthen the implementation of the project. It is implemented in accordance with

provisions.

Acrticle 33 In case of the following events during the implementation process of the

project or task, it should be adjusted or revoked in a timely manner:

(1) significant changes to the market or technology, etc., necessitating modifications to

the original objectives and technical route of the project;

(1) the self-raised funding or other conditions cannot be implemented, affecting the

proper implementation of the project or task;

(11) the engineering project upon which the project or task depends cannot be

implemented;

(IV) major changes to the introduction of technology or international cooperation, etc.,

making it impossible to continue the research;

(V) major changes to the backbone technical staff of the project or task, with the result
that the research cannot be conducted normally;

(V1) the research work cannot be carried out normally due to other factors of the force

majeure.

Avrticle 34: If the project or task requires adjustment or cancellation, the project
organization unit submits written comments and the adjustment or cancellation can
only be made with the approval of the MOST. If necessary, the MOST can directly

make adjustment as per the implementation status or assessment opinions, etc.

Avrticle 35: For the cancellation of the project or task under the Support scheme, project
organization unit should make a written report about the work implemented, use of
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funds, equipment and instrument purchased, phased results and intellectual property,
and submit the report to the MOST for verification and filing.

Article 36: The project (task) is subject to the direction, inspection and supervision of
organization or implementation authority, the third-party technology service

organizations or project commissioners.

Article 37: The Support scheme adopts accountability system. For the violations of
staff or units participating in Plan management and implementation, the responsibility
should be held:

(I) For the management person who neglects their duties, abuses their power or frauds,
such measures as criticism and education or administrative sanction by monitoring

department can be given based on the specific situations.

(1) If the research units or individuals are found to engage in fraud, or plagiarize the
scientific and technological achievements from others during the application,
examination, implementation and accpetance of the project (task) or not finish the
project (task) due to violations or subjective reasons and cause losses, an announcement
of critisim will be made to public, the project will be cancelled and the research funds
allocated will be recovered accordingly, the qualification to participate in applying for
national technology plan can be cancelled within certain period. Administrative
sanction can be given by monitoring department if vialating the disciplines.

(1IN1f the annual report materials or information is not submitted in a timely manner, or
the unit does not accept the supervision and inspection of projects and tasks, such
measures as the postponement, reduction or suspension of fund allocation will be taken
and the project organization unit and the unit undertaking tasks are required to make
rectification within a designated period. If the unit does not make sufficient
rectification for the project or task, a notice of criticism will be circulated, funds
disbursedwill be recovered, or their eligibility for participation in the Support scheme
activities will be cancelled, etc. as the case may be.

Article 38: Tighten the credit management and make objective records of the credit
status of the project organization unit, the unit undertaking the tasks, task leader,
experts, and the technology services organization in the implementation of the Support
scheme. The credit status acts as an important basis for their participation in the

activities of national science and technology plan.
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Chapter V Examination and acceptance of project

Article 39 MOST organizes examination and acceptance of support scheme project.
The basis is the standards for examination of task determined in approval for project;
the examination an acceptance work for project shall be completed within half year

after the end of implementation period.

Article 40 If the project cannot be examined and accepted within half year after the end
of implementation period, MOST will issue a notification for general information about
the relevant unit or the responsible person. If the project cannot be completed on
schedule due to certain causes, the project organization unit should apply for an
extension three months in advance, and, after the MOST grants approval, handle the
execution as per the new scheme; if the approval is not granted, the examination and

acceptance of the project and task should be made within the original period.

Avrticle 41 The examination and acceptance work could be conducted by organizing
experts or qualified entrusting science and technology service institution. Based on the
feature of the project, multiply forms could be used such as through meeting, internet,

on-spot examination and to reach examination and acceptance conclusions.

Avrticle 42 The conclusion for the acceptance of the Support scheme projects and tasks
consists of pass and failure.

() If the planned objectives and tasks of the projects and topics have been completed as
per the assessment objectives, and the use of funds is reasonable, it is deemed as

passing the acceptance.
(1) Any of the following cases is deemed as the failure of the acceptance:
1. Completion rate of the project and task objectives is less than 85%;

2. Acceptance documentation, information, and data furnished are untrue and fraud is

practiced,;

3. There are changes to the unit undertaking the tasks, task leader, assessment

objectives, research content, and technical routes without application or approval,

4. If the project is not completed more than six months after the end of the execution

period prescribed in the project reply, and no prior explanations are offered,;

5. there are serious problems for the use of fund.
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Article 43 The acceptance opinions are highly controversial due to insufficient or
inaccurate documents, or the materials of the results of the project and task are not
archived and arranged as per the requirements, or the research process and the results
have unsolved dispute, thus requiring reconsideration. If the project and task requires
reconsideration, the existing problems should be improved or the supplementary
materials should be furnished and the application for acceptance should be re-submitted
within six months after the examination and acceptance. Failure to make improvements

or furnish additional material within due date is deemed as failure.

Avrticle 44 For the acceptance conclusion of the project, the MOST serves a written
notice to the project organization unit. Unless otherwise required for confidentiality, the

conclusion is made public to the society.

Acrticle 45 If the projects fail to pass the acceptance, the MOST will issue a notification
for general information about the relevant units or responsible persons. If it fails the
acceptance due to the violation of the relevant policies and regulations and technology
plan management system, its eligibility for undertaking the Support scheme projects for

a period of five years will be cancelled.
Chapter VI Intellectual property, technical standards and achievements

Article 46 Tighten the management and protection of the achievements and intellectual
property rights of the Support scheme, and encourage transfer and conversion of
achievements of Support scheme. Registration and management of the achievements
obtained by the Support scheme should be made in accordance with such regulations as
the “Measures for the registration of scientific and technological achievements”. The
management or intellectual property of Support scheme and the title and benefit
allocation of intellectual property shall be handled as per the “Law of the People's
Republic of China on Progress of Science and Technology”, the “Regulations on the
management of the IP of research achievements of projects under the national science
and technology plan” by the General Office of the State Council, and “Opinions on
strengthening the management of intellectual property rights of national science and
technology plan” by the MOST.

Avrticle 47 Pursuant to “Implementation rules on research and application of important
technology standards of supported by science and technology plan”, encourage and

guide the concentrated demonstration of and conversion application of achievements
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which have formed standards.

Article 48 In respect of the obtained achievement involving national secret, the

implementation shall follow “Regulation on confidentiality of science and technology”.

Acrticle 49 The project organization unit and the unit undertaking the task should
stipulate the distribution of the rights over the achievements and intellectual property
rights with the participating units before the implementation of the projects and tasks
through formal agreement, without such acts as having malicious monopoly over the
achievements and intellectual property rights. If the project organization unit and the
unit undertaking the task violate the stipulation about the distribution of the rights over
the achievements and intellectual property rights, they are not allowed to participate in

the Support scheme within five years.

Acrticle 50 Strengthen the publicity of the Support scheme. The publicity and promotion
of the achievement including technology, product, patent and standards from the
Support scheme must be marked with “Subsidy from the National Sci-Tech Support
scheme” and the item number, which shall be the basis for evaluation and examination

and acceptance.

Avrticle 51 Set up sound archives of the scientific data and technology report, and set up
report and communication and share mechanism of science and technology resource of
project. Project organization unit and the unit undertaking the task report the data and
achievements related to the projects and tasks on schedule as per the regulations of the
country regarding the scientific data sharing. Set up the project data and achievements
database under the Support scheme to realize the information disclosure and resources
sharing.

Chapter VII Supplementary Provisions

Article 52 Measures for the administration of Support scheme funds are formulated

separately.

Article 53 These Measures come into effect as from the date of release and the original
Interim Measures for the Administration of National Sci-Tech Support scheme (Guo
Ke Fa Ji Zi [2006] No0.331) is abolished simultaneously.

Avrticle 54 The interpretation of these Measures rests with the MOST and the Ministry
of Finance.
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