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BY EMIAL
Dear Clients,

RE: The People’s Republic of China on Stamp Tax

In light of the inefficiency in the assessment and collection of stamp duty by the local tax bureaus, the
State Administration of Taxation has recently issued a notice to all the local tax bureaus aimed at
strengthening the assessment and collection of stamp duty.

In accordance with the relevant laws and regulations of the People’s Republic of China (PRC) in
relation to the assessment and collection of stamp duty, stamp duty are assessed and charged on the
following instruments or documents of title as transacted in the PRC:

(1) Purchase and Sales contracts, the undertaking of processing, subcontracting of construction
projects, leasing of properties, transportation of commodities, warehousing, loans and borrowings,
property insurance, transfer of technologies, documents in the nature of a contract;

(2) Instruments or documents for transfer of property rights;

(3) Books of accounts;

(4) Certificates of rights and licences and permits

In View of most of the local tax bureaus do not enforce stamp duty related laws and regulations into
the right standard, supervising control remains in limited spectrum and in weak strength, we would
like to remind you that it is the taxpayer’s duty to pay tax in accordance with the laws, non-
compliance of which shall be confined penalty to pay.

May we purpose you deliver all such stampable instruments/documents to us on a regular monthly or
quarterly basis, then we could serve to arrange to have these instruments/documents stamped and/or
stamp duty filed/reported on your behalf.

Pursuant to the reorganization of stamp duty collectible by the local Tax Bureaus on both the signed
effective contracts and the unsigned existent contracts, the scope of stamp duty collections has been
enlarged, in respect of which the Tax Authority has not yet announced clarified instructions, and
therefore we can pay the stamp duty in accordance to the contracts furnished to us voluntarily by your
company. In addition, although your company has not yet furnished the contracts, we in response to
the previewing stringent tax investigation items by the Local Tax Bureaus shall then base on the
figures recorded in the books of accounts for calculation and filing of stump duty payable.

In view of such unascertained issues regarding the stamp duty, we cannot pledge total accuracy in the
calculation and filing of such stamp duty, please be lenient to understand. However, we will review all
stampable documents of your company from the very beginning and prepare a calculation of the stamp
duty payable for your confirmation. Should you have any questions as to the reporting of stamp duty
or to the amount of stamp duty payable arrived at, please contact us soonest!

Enclosures:

1. Interim Regulations of the People's Republic of China on Stamp Tax

2. Detailed Rules for Implementation of Provisional Regulations of the PRC on Stamp Tax
3. Stamp Tax Schedule of Tax Items and Tax Rates



The People's Republic of China on Stamp Tax

Enclosures 1-

Interim Regulations of the People's Republic of China on Stamp Tax

(Adopted by the Ninth Executive Meeting of the State Council on June 24, 1988 and promulgated by
Decree No. 11 of the State Council of the People's Republic of China on August 6, 1988, and become
effective as of October 1, 1988)

Article 1

All units and individuals who execute or receive, within the territory of the People's Republic of China,
documents in the categories specified in these Regulations shall be taxpayers subject to stamp tax
(hereinafter referred to as "taxpayers™), and shall pay stamp tax in accordance with the provisions of
these Regulations.

Article 2

The following categories of documents shall be taxable documents:

(1) contracts or documents in the nature of a contract with regard to: purchases and sales, the
undertaking of processing, contracting for construction projects, property leasing, commodity
transport, warehousing, loans, property insurance, technology;

(2) documents for transfer of property rights;

(3) business account books;

(4) certificates evidencing rights or licences; and

(5) other documents that are taxable as determined by the Ministry of Finance.

Article 3

According to the nature of the taxable document, taxpayers shall calculate the amount of tax due on
the basis of a flat tax rate or a fixed amount per document. Determination of the specific tax rate or
amount of tax shall be made with reference to the Schedule of Tax Items and Tax Rates accompanying
these Regulations. No stamp tax shall be due where the amount of tax payable does not exceed one
jiao. Where the amount of tax payable is one jiao or more, an odd amount not exceeding five fen shall
not be counted; where the odd amount is five fen or more, the tax shall be calculated as one jiao.

Avrticle 4

The following documents shall be exempt from stamp tax:

(1) duplicates or copies of documents on which stamp tax has already been paid;

(2) documents executed for the donation of property to the government, social welfare
establishments or schools by the property owner;

(3) other documents which are exempt from stamp tax with the approval of the Ministry of Finance.

Article 5

Measures for the payment of stamp tax shall be implemented whereby taxpayers shall, in accordance
with the provisions, calculate the amount of tax payable and purchase and affix at one time the full
corresponding amount of tax stamps (hereinafter referred to as "stamping"). In order to simplify the
stamping procedures where the amount of tax to be paid is relatively large or where frequent stamping
is necessary, taxpayers may apply to the tax authorities to use a tax payment account instead of
stamping, or a periodic payment method.

Article 6
Tax stamps shall be affixed to taxable documents; taxpayers shall cancel each stamp along its border
with a seal or a drawn line. Tax stamps that have already been affixed may not be reused.

Article 7
Tax stamps shall be affixed to taxable documents at the time of execution or upon receipt.
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The People's Republic of China on Stamp Tax

Article 8
Where the same document is executed by two or more parties and each party holds a copy, each party
shall be responsible for affixing on its own copy the full amount of tax stamps due.

Article 9

Where a document on which tax stamps have already been affixed is amended, resulting in an increase
in the value thereof, additional tax stamps shall be affixed on the document in accordance with the
amount of such increase.

Article 10
The tax authorities shall be responsible for the administration of the collection of stamp tax.

Article 11
The State Taxation Bureau shall supervise the printing of the tax stamps. The face value of tax stamps
shall be denominated in Renminbi.

Article 12
Units issuing or processing taxable documents shall be responsible for the supervision of taxpayers in
respect of the payment of stamp tax in accordance with the law.

Article 13

Where taxpayers are found to have engaged in any of the following, the tax authorities shall impose

penalties in light of the seriousness of the case:

(1) inthe case of a failure to affix tax stamps, or to affix an insufficient amount of tax stamps, on
taxable documents, the tax authorities may, in addition to ordering taxpayers to make up the tax
stamps, impose a fine equal to twenty times or less the amount of tax stamps due;

(2) inthe case of a violation of the provisions of Paragraph 1 of Article 6 of these Regulations, the
tax authorities may impose a fine equal to ten times or less the amount of the tax stamps that have
not been cancelled by a seal or a drawn line; and

(3) inthe case of a violation of the provisions of Paragraph 2 of Article 6 of these Regulations, the
tax authorities may impose a fine equal to thirty times or less the amount of the tax stamps that
have been reused. In a case where tax stamps have been forged, the tax authorities shall submit
the matter to the judicial authorities for investigation into criminal liability in accordance with the
law.

Article 14

The collection and administration of stamp tax shall, in addition to the provisions of these Regulations,
be administered in accordance with the pertinent provisions of the Interim Regulations of the People's
Republic of China for Tax Administration.

Article 15
The Ministry of Finance shall be responsible for the interpretation of these Regulations, The rules for
the implementation of these Regulations shall be formulated by the Ministry of Finance.

Article 16
These Regulations shall become effective as of October 1, 1988.

Note:

[*1] According to the interpretation of Rules for the Implementation of the Interim Regulations of the
People's Republic of China on Stamp Tax, promulgated by the Ministry of Finance on September 29,
1988, the Interim Regulations of the People's Republic of China on Stamp Tax shall also apply to
Chinese-foreign Equity joint ventures. Chinese-foreign contractual joint ventures, foreign-capital
enterprises, foreign companies, enterprises and other economic organizations as well as their resident
offices in China.
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The People's Republic of China on Stamp Tax

Enclosures 2-

Detailed Rules for Implementation of Provisional
Regulations of the PRC on Stamp Tax

CAI FA ZI [255] 1988.9.29

Article 1

These Detailed Rules were formulated according to stipulations in Article 15 of the "Provisional
Regulations of the People's Republic of China on Stamp Tax" (hereinafter referred to simply as '
Regulations').

Article 2

" Documents which are executed or received in the categories specified in these regulations and within
the borders of the People's Republic of China' in Article 1 of the regulations refers to documents which
have the force of law within the borders of China and receive the protection of Chinese law.

The above mentioned documents, whether they are executed within or outside the borders of China,
are all subject to Stamp Tax according to regulations.

The 'units and individuals' in Article 1 of the regulations refers to the various types of domestic
enterprises, public institutions 9 administrative organizations 9 social groups and the armed forces, as
well as to Chinese-foreign equity joint ventures, Chinese-foreign contractual joint ventures, wholly
foreign funded enterprises, foreign enterprises, foreign companies and enterprises and other economic
organizations and u-nits and individuals in their offices in China.

All Chinese-foreign joint ventures, Chinese-foreign equity joint ventures, contractual joint venture,
wholly foreign funded enterprises, foreign companies and enterprises and other economic
organizations which pay Consolidated Industrial and Commercial Tax (CICT) may offset the full
amount of their Stamp Duty payments against their CICT payments.

Article 3
'Contracts for construction projects' in Article 2 of the Regulations refers to building project survey
and design contracts and construction and installation contracts.

Construction and installation contracts include general contracting, sub-contracting and assignment
contracting.

Article 4

'Contracts' in Article 2 of the Regulations refers to contracts concluded in accordance with the ™
Economic Contract Law of the People's Republic of China" , the "Foreign Economic Contract Law of
the People's Republic of China" and other contracts related to contract law legislation.

'Documents of a contractual nature' refers to agreements, deeds, treaties, transaction documents, letters
of confirmation and other similar types of documents which have the validity of a contract.

Article 5

'‘Documents which transfer property rights' in Article 2 of the Regulations refers to documents
including the transfer of property rights by units and individuals, through such means as purchase, sale,
inheritance, gift, exchange or division.

Article 6
'‘Business account books' in Article 2 of the Regulations refers to books of account in which a unit or
individual records the financial and accounting details of its production and business activity.

Article 7
'‘Books of accounts which record funds listed in the Table of Stamp Taxable Items and Tax Rates'
refers to general ledgers recording the original value of fixed assets and internal working funds or
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books of account set up specifically to record the original cost of fixed assets and internal working
funds.

'Other account books' refers to books of account other than those mentioned above, including
combined journals and ledgers and all types of detailed subsidiary ledgers.

Article 8

When account books which record investment according to the original value of fixed assets and
internal working funds are stamped", and there is an increase in the total annual value of investment
compared to that original stamped value, an additional tax corresponding to the increase in value shall
be stamped on the document, according to regulations.

Article 9
Determination of 'internal working funds' in the Table of Stamp Taxable Items and Tax Rates shall be
implemented according to regulations of the relevant financial accounting system.

Article 10

Stamp Tax shall only be payable on documents listed in the Table of Stamp Taxable Items and Tax
Rates and other documents subject to Stamp Tax as prescribed by economic, financial and
administrative departments.

Article 11

Exemption from Stamp Tax of ' copies or written transcripts of documents on which Stamp Tax has
already been paid' in Article 4 of the Regulations refers to cases where Stamp Tax has already been
paid on the official version of a document in accordance with regulations and any copies or written
transcripts are then exempt from Stamp Tax if they do not create any rights or obligations involving
others, but are retained only for reference purposes.

If a copy or written transcript of a document is regarded as having the same application as the official
document, an additional Stamp Tax payment shall be levied.

Article 12
'Social welfare units' in Article 4 of the Regulations refers to social welfare units that care for orphans,
the elderly, the injured and the disabled.

Article 13

In accordance with provisions of Item 3 of Article 4 of the Regulations, the following documents shall
be exempt from Stamp Tax:

A. agricultural by-product purchase contracts between State designated buying departments and
village committees or individual peasants;

B. non-interest bearing or discounted loan contracts;

C. preferential loan contracts between foreign government or international financial organizations and
the Chinese government or State financial organizations.

Article 14

‘Tax stamps shall be affixed to taxable documents at the time the document is executed or when it is
received' in Article 7 of the Regulations refers to tax stamps which are affixed on the signing of
contracts, the establishment of written instruments, the initial use of account books or the receipt of
certificates.

If a contract is signed outside China, Stamp Tax shall be paid when it is applied within China.
Avrticle 15

"The interested parties' in Article 8 of the regulations refers to units and individuals with direct power,
liability and relationship with the document, but does not include guarantors, witnesses or appraisers.
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The person who concludes the contract in the Table of Stamp Taxable Items and Rates of Tax refers to
the interested parties in the contract.

An interested party's agent has liability to act as an agent in paying tax.

Article 16

Documents which transfer production rights shall be stamped by the issuer of the documents. If the
documents are not stamped or inadequately stamped, the person holding the documents is responsible
for making up the shortage. All documents in the form of contracts to be signed, shall be stamped in
full, on a share basis, by the various parties holding the contracts.

Avrticle 17

Where different tax rates apply to the same document because two or more economic items are
recorded therein, if the amounts are recorded separately, the amount of tax payable shall be calculated
separately and after the amounts are added together, the total Stamp Tax due shall be paid. If the
amounts are not recorded separately, Stamp Tax shall be calculated using the highest of the applicable
tax rates.

Article 18

Where Stamp Tax on a taxable document is based on the ratio of funds, and the amount of funds is not
indicated on the document, it may be calculated in accordance with the amount recorded within the
document and the State's listed price. If there is no applicable State listed price, the amount of funds
shall be calculated in accordance with the market price. The amount of Stamp Tax payable shall then
be calculated according to the stipulated tax rate.

Article 19

Where funds recorded in a taxable document are in a foreign currency, the taxpayer shall calculate the
amount of Stamp Tax payable by converting the foreign currency amount into Renmimbi, using the
foreign exchange rate quoted by the State Administration of Exchange Control of the People's
Republic of China, on the date of conclusion of the document.

Article 20

Tax stamps shall be canceled immediately after being affixed to a taxable document. If a taxpayer has
a seal, tax stamps may be canceled by affixing the seal to the stamps. If a taxpayer does not have a seal,
tax stamps may be canceled by drawing several horizontal lines through the stamps with a fountain

pen (ball-point pen). The cancellation lines shall extend beyond the junction between an attached tax
stamp and the document or the junction with other tax stamps.

Article 21

Where the amount of Stamp Tax payable on one document exceeds 500 yuan, an application shall be
lodged with the local taxation authorities for a payment slip or payment settlement certificate to be
attached to the document or the tax authorities may affix to the document a symbol indicating payment
of Stamp Tax, thereby replacing the need to affix stamps.

Article 22
Where the same type of taxable documents makes frequent payment of Stamp Tax necessary,
application may be made to the local taxation authorities to pay the collective total periodically.

The taxation authorities shall issue collective payment permits to units who calculate and prepare
collective payment of their Stamp Tax. The limits on the amount and the payment time shall be
determined by the local taxation authorities, but the time limit on payment shall not exceed one month.

Article 23

Where the Stamp Tax is paid periodically, the taxation authorities shall affix a collective payment
stamp and serial numbers on the documents and, after being bound into a complete book and after tax
stamps or payment slip attachments are canceled by stamping, the documents shall be retained for
future reference.
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Avrticle 24
Where a taxpayer attached tax stamps to more than the value of the tax payment due, he may not apply
for a refund or offset the excess amount against other payments.

Avrticle 25

The taxpayer shall properly store taxable documents. For all documents which have a State regulated
time period for retention, handle matters following regulations; other documents shall be stored for
one year after their expiry date.

Article 26
Where a taxpayer is unable to decide whether or not a document is taxable, he shall take the document
immediately to his local taxation authorities for appraisal.

Where a taxpayer disagrees with taxation authorities over the nature of a document the taxation
authorities at the next higher level shall be requested to examine the document and make a decision.

Article 27

'Units issuing or handling taxable documents' in Article 12 of the Regulations refers to units who grant
rights and licenses or units who handle appraisals and notarization of documents and other related
matters.

Avrticle 28

'Responsible for supervising the payment of Stamp Tax by taxpayers, according to law" in Articlel12 of
the Regulations refers to the requirement that units who issue or handle taxable documents shall
supervise the following:

A. whether or not a taxable document already has stamps attached ;

B. whether or not a taxable document has sufficient tax stamps attached;

C. whether or not the attached tax stamps have been canceled according to regulations.

Where a taxpayer does not perform the above, he shall affix stamps on site, under supervision.

Article 29
Tax stamps shall be denominated in Renminbi, and divided into nine denominations : one jiao, two
jiao, five jiao, one yuan, two yuan, five yuan, ten yuan, fifty yuan and one hundred yuan.

Article 30

Where tax stamps are used as marketable securities, all local taxation authorities shall manage strictly
in accordance with methods of management prescribed by the State Taxation Bureau; specific
management methods shall be determined in other legislation.

Article 31

Units or individuals may be commissioned to sell tax stamps and taxation authorities shall pay those
units or individuals a service fee of 5% of the commission sales. The source of funds for payment shall
be the Stamp Tax collected.

Article 32

All units who sell tax stamps on commission shall first apply to their local taxation authorities for
authorization and shall provide a guarantor if necessary. After examination and approval, the
authorities shall sign a commission sales contract with the commission sales unit and issue them with a
commission sales permit.

Article 33

Tax payments received by a commission sales unit from the sale of tax stamps must be deposited in a
special account and submitted to the local taxation authorities within the stipulated time period, or
must be paid directly into a bank with a completed special payment form. Failure to pay on schedule
or use of the funds for other purposes is prohibited.
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Avrticle 34
If there is a loss incurred in the sale of tax stamps or in the amount deposited, the commission sales
unit is responsible for compensation.

Article 35
Unless the contract stipulated otherwise, a commission sales unit shall not authorize another unit to
sell tax stamps nor transfer tax stamps to other areas to sell.

Article 36

Taxation authorities shall regularly provide guidance, inspect and supervise the commission selling of
tax stamps by commission sales units. A commission sales unit shall provide details of its tax stamp
sales; refusal to do so is prohibited.

Avrticle 37

Tax stamp inspections shall be carried out by taxation authorities. When carrying out an inspection,
the taxation authorities shall produce their tax inspection permit; taxpayers are prohibited from making
any excuse to refuse inspection.

Article 38

On finding documents which violate the provisions of the Regulations, taxation officials shall handle
the matter in accordance with relevant regulations. If it is necessary to remove documents, a receipt
shall be issued to the party under inspection.

Article 39

Where a taxpayer violates the provisions of Article 22 of these Rules by failing to pay or by paying an
insufficient amount of Stamp Tax within the payment period determined by the taxation authorities,
the taxation authorities shall impose a late payment fine 0f5%o per diem from the first day in arrears,
as well as ordering the payment of tax due within a prescribed period.

Article 40
Where a taxpayer violated Article 23 of these Rules, a maximum fine of 5000 yuan shall be imposed,
depending on circumstances. In a serious case, a unit's collective license permit shall be canceled.

Article 41
Where a taxpayer violates Article 25 of these Rules, a maximum fine of 5000 yuan shall be imposed,
depending on circumstances.

Article 42

Where a commission sales unit violates Article 33, 35 or 36 of these Rules, a warning shall be issued
or the unit's status as a commission sales unit shall be canceled, depending on the seriousness of the
case.

Article 43

Where a taxpayer fails to affix stamps according to regulations or evades tax, any unit or individual
has the right to expose the matter and inform the relevant authorities. If taxation authorities'
investigations substantiate such a report, the informant may receive a reward according to regulations,
and confidentiality is guaranteed.

Avrticle 44
The interpretation of these Regulations is the responsibility of the State Administration of Taxation.

Article 45
These Detailed Rules come into effect at the same time as the Regulations.
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Enclosure 3 -
People’s Republic of China ## A\ RItfH
Stamp Tax Schedule of Tax Items and Tax Rates Ef7e#i#i H iR E
s X
i H Tax Item & B Scope Bl & Tax Rate MBS\ # B Remarks
No. Tax Payer
ALFEQLIE, THING. BRI, WSSHASG A IE. S o A,
" Vs et s e A e S e o
i 7l Including contract for supply, advanced sales BB h L = Tt AR
1 Purchases and sales L 9 PR, . ' Stamping as 0.03% of the value of the |Parties to the
institutional purchases, combined purchase and
contract . i . purchases contract
cooperative ,manufacturing, assembly compensation
trade, barter, and so on.
BRI, EAE. B B, Bl S L MR, )
1T A 2 RS M LR 5 7 2 TN BASICIPN
2 o Including contract for processing, special orders, repair |Stamping as 0.05% of the income from |Parties to the
Processing contracts . o - .
and renovation, overhaul, printing, advertising, processing or contract. contract
surveying,, testing and so on.
T TR T A
5 Survey and design EEEE, IR L B NG ;;E,Es}t\o the
contracts for engineering | Including contract for survey and design Stamping as 0.05% of receipts coniract
and construction projects
JEiE S J~n7( GG z T - SRl [ty e M - o —
AR . EREAH ST~ T AR A Hﬁwé%gfm V= Eml DASEIUN
Construction and [ . f . . . ; 1 .
4 . . . Including contract for construction and installation Stamping as 0.03% of contracted Parties to the
installation project -
undertaking. amount contract
contracts
ARG R M. T, MEDEEE. % M. BE. MBS T Wi, REAE—
b P AL 4 BYES JLHIE—TellidE WASIEIUN
5 . - . Including contract for leasing amounts of buildings, Stamping as 0.1% of the lease Parties to the
Property leasing contracts . . . .
vessels, aircraft, motor vehicles, machinery, appliances |contract, less than one yuan to be contract
and such equipment stamped as one yuan
AR RN SRS, W PO, A . AR P E RS RATHT, & R
BiEdm A gy AR £ [ esmiparisn [ fy57 V= R DASIEVN Where the documents are used
Goods transportation Including contract for civil aviation, railway Stamping as 0.05% of the Parties to the as contracts, shall be made to the
contracts transportation, maritime [fees, transportation, inland transportation contract documents as in the case of
waterways, overland and through transportation contracts
B RS RN, s
A A
BRERE S AR A HRMRE BT o2 —/iie AICIUN Where warehousing or
Warehousing and . o . . Stamping as 0.1% of warehousing and |Parties to the safekeeping receipts are used as
. Including contract for warehousing and safekeeping . .
safekeeping contracts safekeeping fees contract contracts, stamping shall be
made to the documents as in the
case of contracts
SRAT R FAD S R AHAR AN RN OINVELR ST 7 2647 45D BBAE LS FHIR, AR
N Fr T A R A A YA G REN o 2 R TR DASEIPN If documents are used as
(?:nt;cts for loan Including contract for entered by banks and other Stamping as 0.005% of the loan Parties to the contracts, stamping shall be
financial organizations and borrowers except interbank jamount contract made to the documents as in the
loan agreements case of contracts
BPEAE 2 A R, fea Rl AE
W i AR B A ) WHEM . BAT. ORa%. 5 SR &R HBRR ST 7y 2 —MhTE ASACIPN If documents are used as
Property insurance Including insurance contracts for property, bonding, stamping as 0.1% of the amount Parties to the contracts, stamping shall be
contracts guarantee, surety and credit undertakings and so on insured contract made to the documents as in the
case of contracts
A A ARG ARTBH o R, . IS ST T AR 0y 2 = E BASICIPN
10 a Including contracts for technology development and stamping as 0.03% of the indicated Parties to the
Technology contracts ) .
transfer, consulting, service, and so on amount contract
EOLFE A T REAORE . P AR S IRE. B FIRE. B4
FERERRS S 1% T A PRSI R 35 TR PTG 2> 2 T A SN
11 Property transfer Including transfer documents for property ownership Stamping as 0.05% the amount Parties executing
documents and copyrights, trademark rights, patents, the rightto  |indicated the document(s)
the use of proprietary technology and so on
€ B 5 ME S BARsh B & R AT
oy e . FA K AL HoT
A SEMRS b R IR e A A kG Account books for recording funds: =
12 Business accounting Account books used for production and business 0.05 of the total amount of the original |Business
documents operations value of fixed assets and self owned accounting entities
working capital; other account
books:5yuan for each
CFRBURBI TR G HID B BUIE. TR BN, Ribs
AMHE. THREE. - AR 5N
AR YFOTIE R Including certificates of title for buildings, business e 1ot A
13 o . . . - Receiver(s) of the
Certificates and licences licences for industry and commerce, certificates for Syuan per document document(s)

registration of trade-marks, certificates of patents, and
land use certificates.

T ARSI ] Note: Taxpayers are liable to tax at the time that:-

1. WR§EE I the company/RO commenced to use the books of accounts

2. &R (HE) ##TH the conclusion/signing of contracts/agreements

3. #F&ME4HAZ I the company/RO collects its certificates

4. AR i the company increase or decrease its registered capital
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