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SAT Notice on the Issuance of the Administrative Measures for the
Deduction of R&D Expenses (Trial)
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Issuing Authority: State Administration of Taxation

Date of Issuance: December 10, 2008

Effective Date: January 1, 2008

According to the Enterprise Income Tax Law, 50% of certain R&D expenses may be
deducted twice for enterprise income tax purposes. This is often described as the
so-called "150% R&D super deduction." This Notice limits the scope of enterprises
which qualify for the deduction to resident enterprises with complete accounting
systems and sets forth new standards for qualified R&D activities, including those
for the service industry. Eight types of deductible expenditures are provided along
with their application requirements. This Notice also addressed the following
scenarios:

e In cooperative R&D projects, the deduction may be shared in accordance
with the actual costs borne by each party.

e In contract R&D projects, only the principal may apply for the deduction
after the contracted party provides a breakdown of project expenditures.

e In company-group-wide R&D projects, benefiting members of the group may
share R&D expenses according to their R&D project agreements with the
parent company in charge.

Administrative Measures on the Registration of Technology Import and
Export Contracts
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Issuing Authority: Ministry of Commerce




Date of Issuance: February 1, 2009
Effective Date: March 3, 2009

MOFCOM promulgated the amended Administrative Measures on Registration of
Technology Import and Export Contracts on February 1, 2009. The new rules take
effect 30 days after promulgation and supersede the previous Measures
promulgated in 2001.

The new Measures do not change the basic regime requiring that contracts for the
import and export of technologies that may be freely imported/exported be
registered through MOFCOM's online system and hardcopies be filed with competent
commerce authorities, who will issue Registration Certificates.

The following summarizes the main changes introduced by the new Measures:

® The Measures state that MOFCOM administers the registration of technology
import contracts for projects under the Catalogue of Investment Projects
Subject to Government Verification and government-invested projects that
are verified or approved by the State Council or the NDRC, while provincial
commence departments administer the registration of other technology
import and export contracts.

e While the old rules were silent on time limits, the new Measures require the
technology importer/exporter to register the contract within 60 days after
the contract takes effect. For contracts with royalty-based payments, the
contract must be registered within 60 days after the initial royalty basis has
been determined, and such registration should be amended each time after
the determination of a subsequent royalty basis.

e With respect to the registration items, the method of foreign exchange
settlement and form of credit are no longer required, while the effective
term of the contract has been added to the list of required items.

e If there is an amendment to technology import/export contracts,
importers/exporters must amend the registration (compared with "redo the
registration" under the old rules). The Measures describe the amendment
procedures.

e If a Registration Certificate is lost, the importer/exporter must publicly
report the loss and apply for reissuance of the certificate.

e MOFCOM should periodically publish nationwide statistics on technology
imports and exports, and local commerce departments are responsible for
compiling local statistics on the same.

3. Administrative Measures for Technologies Prohibited or Restricted from

Import
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Issuing Authority: Ministry of Commerce
Date of Issuance: February 1, 2009
Effective Date: March 3, 2009

MOFCOM promulgated the amended Measures on Administration of Technologies
Prohibited or Restricted from Import on February 1, 2009. The new rules take effect
30 days after promulgation and supersede the previous Measures promulgated in
2001.

The new Measures do not change the basic regime prohibiting the import of
technologies listed as prohibited in the Catalogue of Technologies Prohibited or
Restricted from Import and subjecting technologies listed as restricted in the same
Catalogue to technology import licensing, whereby the competent commerce
authority conducts trade and technology review before issuing a Proposal for
Technology Import License and authenticity review before granting a Technology
Import License.

The following summarizes the main changes introduced by the new Measures:

® MOFCOM has delegated examination and approval authority for the import
of restricted technologies to provincial commerce departments. MOFCOM will
supervise provincial commerce departments in this regard and provincial
commerce departments should file licenses granted by them with MOFCOM
annually.



e Whether an import would adversely impact the establishment or acceleration
of certain specific domestic industry has been added as a criterion for the
trade review of technologies restricted from import.

e Whether an import would harm public morals, human safety and life or
health of animals and plants has been added as a criterion for the
technology review of technologies restricted from import.

e The Proposal for Technology Import License is valid for three years; the old
rules were silent on the validity period.

® Prior to (compared with "upon" under the old rules) receiving the
Technology Import License, the importer must register the contract through
MOFCOM's online system.

e The new forms of Application Form for Technologies Restricted from Import,
Proposal for Technology Import License and Technology Import License have
been published by MOFCOM together with the new Measures.

4. Notice on Certain Issues Regarding Trial Bond Trading on Stock Exchanges
by Listed Commercial Banks
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Issuing Authority: China Securities Regulatory Commission and China
Banking Regulatory Commission
Date of Issuance: January 19, 2009

Subject to the examination and approval of the China Banking Regulatory
Commission, listed commercial banks may apply to relevant stock exchanges to
trade bonds on a trial basis. Qualified listed commercial banks are permitted to
trade treasury bonds, enterprise bonds, corporate bonds, and other types of bonds
approved by the competent supervising authorities.

5. SAT Notice on Issues relating to Withholding Tax on Dividends and Interest
Paid by a Resident Enterprise to a Qualified Foreign Institutional Investor
(QFII)
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Issuing Authority: State Administration of Taxation
Date of Issuance: January 23, 2009
Effective Date: January 23, 2009

China-sourced dividends and interest received by QFIIs are subject to a 10%
withholding tax. The withholding agent is the enterprise paying the dividends and
interest. QFIIs can apply to the tax authorities to receive such tax rate under
applicable treaties.

6. Trial Measures for Online Trademark Applications
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Issuing Authority: Trademark Office of State Administration for Industry
and Commerce ("Trademark Office")

Date of Issuance: January 17, 2009

Effective Date: January 20, 2009

Trademark applicants and their agents can submit trademark applications online via
the designated website (http://www.ctmo.gov.cn). However, applications involving
prior rights, portrait trademarks, collective trademarks, certification trademarks,
foreign applicants who do not engage a trademark agent and certain other
applications must still be handled by paper submissions. The date on which the
Trademark Office receives the proper electronic application data is regarded as the
trademark application date.

Implementing Measures on Employing Staff and Workers by Enterprises in



Shenzhen
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Issuing Authority: Labor and Social Security Bureau of Shenzhen
Municipality

Date of Issuance: January 15, 2009

Effective Date: January 15, 2009

Guidelines on Corporate Social Responsibility for Financial Institutions in
the Banking Industry of China
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Issuing Authority: China Banking Association
Date of Issuance: January 12, 2009
Effective Date: January 12, 2009

Announcement on Issues relating to the Implementation by Customs of the
Catalogue of Priority Industries for Foreign Investment in Central-Western
Areas (Revised in 2008)
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Issuing Authority: General Administration of Customs
Date of Issuance: January 19, 2009
Effective Date: January 19, 2009

Circular of the China Insurance Regulatory Commission on Soliciting Public
Comments Regarding the Administrative Measures on Information
Disclosure of Life Insurance New Products (Draft for Comments)
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Issuing Authority: China Insurance Regulatory Commission
Date of Issuance: January 20, 2009
Effective Date: January 20, 2009
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