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Introduction 5|

Hainan, as the largest special economic zone

of the People's Republic of China, has a unique
geographical location and ecological environment
advantages, and naturally has been entitled its
distinctive strategic position. In September 2018,
the Chinese government decided to categorise the
entire province of Hainan island as a China (Hainan)
free trade area, and also formulated a series of
special policies to develop Hainan into a free trade
portin stages.

Nearly two years after the establishment of Hainan
Free Trade Zone, the Chinese government issued
the Master Plan for the Construction of Hainan
Free Trade Port (hereinafter referred to as the
“Master Plan”) that aims to grant Hainan greater
reform autonomy while prioritising the innovation
of institutional integration. The decisionis to
develop the entire island of Hainan into a globally
influential duty-free trade port by the middle of the
century. The Master Plan consists of four aspects
—overall requirements, institution design, phased
arrangement and implementation, laying out the
route chart and timeline for the construction of
Hainan FTP in details. According to the Master
Plan, the implementation scope of Hainan FTP is
the whole region of Hainan island.
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Hainan has become a free trade port with Chinese market characteristics and a
new highland for opening up to the world. The Master Plan for Hainan FTP has

the following features:

BREMRATERERBRER

1. Full Liberalisation £EmBER L

The biggest characteristic of Hainan FTP is
"freedom” and “exclusivity “. The Master Plan
entitles the enterprises registered in Hainan the
exclusive freedom of taxation, trade, personnel,
capital and transportation.

Taxation Liberalisation

o Zero tariffs, low tax rates;

o Overall reduction of corporate income tax rates;

» Taxexemption onforeigninvestment profits
remittance back to China.

Trade Liberalisation

o "Zero tariffs" shall be applied to trade in goods
and commodities;

» Liberalisation and facilitation policy & measures
with the basic characteristic of “permitting both
entry and operation” shall be applied to trade in
service;

» Reducingrestrictions on cross-border trade in
services.

Global Mobility Liberalisation

» Providing entry-exit convenience for foreign
talents who intend to invest and start-up
business, provide trainings & lectures and
undertake secondments on theisland;

» Gradually expanding visa wavier countries,
extending visa duration of stay, and
implementing a visa wavier program for Hainan
island.

Investment Liberalisation

«  “Non-prohibitionis equal to permitting
access”. The “licensing approval” system has
been upgraded to the “market access upon
commitment” system;

« Strengthening Property Rights Protection:
increasing penalties for infringement of
intellectual property rights, and strengthening
the application of Block-chain technology to
improve transaction protection;

o Speeding up the construction of the
e-government platform to improve the
government's work efficiency and create a first-
class operation environment.
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Capital Movements Liberalisation

Establishing a multi-functional free trade
account system;

Turning the bank's authenticity censoring

from pre-event audit into post-event audit, to
promote the facilitation of trade settlement in
terms;

Simplifying the management according to the
mode of Pre-establishment National Treatment
and Negative List, improving the convenience
of registration and exchange in the exchange
link, and exploring a new form of cross-border
investment management to adapt to the market
demand;

In the field of cross-border financing,
comprehensively implementing the macro
prudential management for full-calibre cross-
border financing;

In the field of cross-border securities investment
and financing, supporting the development of
Hainan's industries with characteristics and
comparative advantages, giving priority to them
in terms of overseas listing and issuance of
bonds;

Hainan FTP should take the lead in implementing
the opening-up policy in the financial markets.
Support should be given to building international
marketplaces of energy, shipping, property
rights, equities and so on and also to speeding up
the establishment of settlement centres.

Transportation Liberalisation

Realising a more liberal shipping system;

Further opening up airspace control and air route
& air freedomrights restrictions;

Removing offshore financing restrictions on
ships and aircraft.
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2. Relaxed Supervision M EIET

In terms of regulatory models, Hainan FTP implements
a special supervision mode of opening up the “first-tier
border line"” and regulate the “second-tier line”.

Opening up the “first-tier border line”

Hainan FTP will set up the “front line” between the FTP
and other countries and regions outside the customs
territory of the People’s Republic of China. The goods and
items out of the prohibited or restricted list shall be freely
imported and exported, which facilitates the trade to the
greatest efficiency under the premise of supervision.

Regulating the “second-tier line”

A "secondline” shall be established between Hainan

FTP and other areas within the customs territory of the
People’'s Republic of China (hereinafter referred to as “the
mainland”). When goods enter the mainland from Hainan
FTP, according to the import regulations in principle,
customs duties and import-related taxes shall be levied.
Goods outside the catalogue of imported taxable
commodities will be exempted from import duties.
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3. Preferential Tax Policies S/t BB BTk
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In addition to zero tariffs, other preferential treatments
in relation to Corporate Income Tax (“CIT") and Individual
Income Tax (“lIT”) would be carried out across Hainan

o Island in phrases. Also, the CIT exemption policy would

be given to high-tech and other industries within a limited

period. The Master Plan sets out those favourable tax HE:
arrangements for recent period (prior to year 2025) and
medium period ( prior to year 2035):

) BB Al S HRFNA SR BERIEL TIAT R

Tax Prior to Year 2025 2025%R( Prior to Year 2035 203541
Item
i Taxpayer £ Preferential Tax Policies Taxpayer E{& Preferential Tax
HEBBIR Policies
REBER
Encouragedindustrial The CIT rateis reduced to Enterprises registered The ClT rateis
enterprisesregistered 15% effective from June 1, at Hainan FTP who are reducedto 15%
at Hainan FTP who are 2020. carrying out substantial
carrying out substantial business BARS%AEUT Al BT
business Note 1. nextpage AR S%{E Sl FR1SFE (B (Except those under B
AMEERREHLRMEE 20205E6H1HE) the negative list)
EHREL 2 Al ke
EMESREEHRSE
HERMEER B (5
Enterprisesin tourism, New earnings from overseas EEBITALERSN
modern service and high- directinvestmentis tax-
S\lT techindustries established exempt before 2025.
jtﬂ!iﬁﬁ atHainan FTP
Bt EEBRBIE SRR L 20254FATETRIE SNELHE 15 5 E
IR S HTER A= 1SHUFRS, RAELFRISHL.
Mgl
All enterprises Eligible capital expenditure Note
2can be deducted one-time (if
g =N the value of the single asset
is less than RMB5 million),
orunder the accelerated
depreciation/amortization (if
the value of the single asset is
not less than RMB5 million.
FFEFZHRIBAMSTF2H, 7
EREHE—RER AR G
B ENTF500/ 7T) SR T
|BANESH (B NME BT 500
ATT).
T High-end talents and The portion exceeding 15% Individuals who have Comprehensive
VN highly-demanded talents of actual tax burden shall be resided at Hainan FTP income derived from
B working at Hainan FTP exempted. for more than 183 Hainan FTP (currently
days cumulativelyina applicable to 3% to
EBRETIENSmAZ I DA TS H LR fa 81 15%H9 calendar year Nete3 45% progressive tax
EERAA BBy, FLARAE. rate) and Operating
— NN EE ISR income (currently
HER S BRI EE#183 applicable to 5% to
REJPAEE 35% progressive tax
rate), are eligible for
three tax brackets, i.e.
3%, 10% and 15%.
ESRIRET /BB HA
ZESEE ARG E TS
(ERME FA3%Z45%A018
MR AR EMZERS
(5%Z35%HIBER R R
), 1R2B83%, 10%, 15%=
ASERER R BB
NFif5HL




3. Preferential Tax Policies S/t BB BTk

Sales Allenterprises A Special Customs Allenterprises The imposition
Tax Supervision Zone shall be authority of taxation
Eradel constructed for closed Fra el of Hainan has been
SHEFR operation on the wholeisland, further broaden.
The tax on value added tax, Except forincome
consumption tax, car purchase taxes shared by
tax, urban constructionand the centraland
other taxes and fees are local governments,
reduced, Sales taxislevied on salestaxand other
the retail links of goods and domestic tax revenues
services, and the proportion are considered as
of related indirect taxesis local revenues of
reduced. Hainan, which would
potentially strengthen
BiEERHXTEEXEE the financial support
FEPRX . RIS ERT THR to enterprises
i\ FEEF. WIEMI ISR 2R, registered at Hainan
TSI FIAR S FEIF TR FTP.
SHER, FHIIRIEXEERAY
el TR ERTIETEN
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TIE.
Note 1: Substantial Business refers to that the actual LR EE RS FREIRN NS S E R R

management body of an enterpriseis located at Hainan 5, Hxf W E =25, AR M5, MFEEShEsE RS
FTP,implementing substantive full-scale management  EEIEFEH]. (BB (2020)31537)

and control on operating business, personnel, finance and

property. (From Caishui No. 31 - [2020] of the Ministry of

Finance).

Note 2: Eligible capital expenditure refers to newly 2. AN EAM T HIEFTMER A~ (REE. B
acquired fixed assets (including self-built, self-developed, 1TH%, 1BRRER. BIFMIN K BT THEZEH XK
but except for buildings) or intangible assets. For the MAMEERATEE. GEEMHL(2020)31530)

first time, intangible assets are included in the scope of

preferential tax treatment. (From Caishui No. 31 - [2020]

of the Ministry of Finance).

Note 3: The number of days of residence and source of  #&;¥3:.7E;8REARRZERITEERH1B3RIMANBEXRE
income of individuals who live in Hainan for atotal of 183 W R FIEFRSKIE, EEi#—LAH.
days need to be further clarified.



For Chinese overseas enterprises, it is recommendable to set up a holding company, aregional headquarters, a

shared service centre or a financial fund centre at Hainan FTP. The net profits remitted back from their overseas

subsidiaries to Hainan are eligible for favourable tax treatments only applicable in Hainan.

HE “ELE i, BEERBERERIEEMAMNIZRAT. X EE. RFEZH0 MSHEPL,

NWEEFMESNY B FRBEER, FXHUME.

Case Example 1 - Overseas Chinese Enterprises: Favourable CIT Treatment

“EHET dull: Al PSRRI EZEA)

A domestic cross-bounder e-commerce group
headquartered in Hangzhou city plans to set up a trading
company in Hong Kong SAR as a transit centre for cross-
boundary business. The net profit remitted back from
Hong Kong company to mainland China is estimated to
be RMB 10 million. The group has substantive operations
in Hainan and is engaged in high-tech industry. There are
two “going global” plans:
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2). EEMUMNBITISME 5.

1). Setup acompany in Hainan to directly invest overseas,  B{&fi (&R0 T:
or
2). HangZhou headquarters to directly invest overseas.
Therespective tax burdenis as follows: o B
Unit: RMB 10,000 ${i: /37T
Item INH Formula Hainan Company Hangzhou
23 todirectly invest overseas headquarters
HSREARIEEIMEE to directly invest
overseas
HRAUN A B[R IME 55
Hong Kong company's gross profit a 1,000 1,000
FEARFESE
Hong Kong company's CIT Rate b 16.5% 16.5%
EHARFEHE
Additional tax rate c 0% 8.5%
S EIREFRM SRR
Additional tax to be paid after remitting back to China d=a*c 0 85

S EIREFR Ml S

Conclusion: Its Hainan company is classified as a high-
techindustrial enterprise and carries out substantial
business in Hainan. Therefore, the net profit remitted
back from Hainan is exempted from Chinese CIT. As
aresult, the actual tax burdenis reduced by 8.5% as
compared with the one from direct investment from
Hangzhou headquarter to Hong Kong SAR.

TR ARRTEMEAR R, EIEF
IS SNE IR IS AV TS I A RAE R FriSHL. H
MIESNY LT BT B SR PR SRR T AU B X5
BT, 5%

Case Example 2 - Overseas Chinese Enterprises: Favorable lIT Treatment

“EHE” el PRSI EZEA)

A multinational manufacturing company in China has
assigned Mr. Zhang, a Chinese employee, to Japan to
support R&D work. His annualincome of RMB 1.2 million
is paid by the Japanese subsidiary.

FEFEANEEEREATHTHAERE, RKETH
R IT/NKEI R AT RIE IE, NKEVFUA 1207
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He is a qualified high-end and highly-demanded talent of
Hainan FTP and would therefore, liable for the favourable
tax treatment, i.e. 15% of actual tax burden could be
refundable. At present, there are two options available
if this multinational group has set up business entities in
Beijingand Hainan FTP:

1). Zhang can be dispatched by the company in Beijing to
Japanor

2). Zhang can be dispatched by the company in Hainan to
Japan.

The specific tax s as follows:

18 5RB MRS E TIENSIR AT FERA T 5,
A LAZZ L FREL B 15% 50 RAE MR HIBUR LS.
BigiZEEERAEILRIEREE A SEE, BHRIA
AN “ELE” B R HERE:

0. BERQFRERAR 2

2). HEEQELIKIERZ.

BB AERLNT:

Unit: RMB 10,000 H{i: 77T

Item I5TH Formula From Hainan to Japan From Beijing to Japan
NN HERIRIERA HILTURIERE

Annual grossincome a 120 120

PAFWN

Statutory deduction b 6 6

SEEFARR

IIT rate c 15% 45%

PN ES

Quick reckoning deduction d 0 18.19

REANRRE

IIT payable e=(a-b)*c-d 18 35.81

IVE NS

Japanese lIT already paid f 20 20

AIZEIERIRINAHAE SN i

Additional lIT to be paid in China g=e-f 0 15.81

HINRREM A FTISHE

Case Example 3 - Foreign Enterprises in China: Favourable CIT Treatment

AN el SRRt R 241

A foreign group is mainly engaged in international
maritime transportation. After realising the potential

of Chinese market, the group plans to set up alegal
presence in China to promote their business. In 2020, its
gross profit is estimated to be RMB 10 million. Hereisa
comparison of CIT burden for the legal presences to be
established in Hainan or other area.

RN EAFENEEFRE LBl S, iZEAE
R B R EHIFE QR RIEERE I AT R
%, 20205E1Z A RIFTFEATFIE A1, 00047 . 1ZEH]
PHEPN SR AR A SR s E A X A0 FR S 1R
SN TRER7R:

Unit: RMB 10,000 H{iI: AT

Item Il H Formula Established in Hainan Established in other locations
AR e FMZTEEfbiX

Gross profit a 1,000 1,000

FLATFE

CIT Rate b 15% 25%

Al FriSFRi

CIT c=a*b 150 250

RL3ZFriSHtaR




Conclusion: As maritime transportationislisted as a
encouraged industry in the “Catalogue of Encouraged
Industries for Foreign Investment” by the government,
the newly established entity is eligible for a lower CIT
rate of 15%. The CIT cost is reduced by 10% under
the same level of gross profit as compared with those
located outside Hainan.

Case Example 4 - Foreign Enterprisesin

LN DARTS ARSI B2

Due to the R&D need of the Chinese subsidiaries, an
overseas multinational pharmaceutical manufacturing
company plans to send a foreign expatriate, Jack, to work
as the pharmaceutical R&D expertin China. His annual
gross income is RMB 1.2 million during the secondment.
Itis assumed that the group has set up business entities
located in Hainan and Shanghai, respectively, the lIT rates
for Jack dispatched by the group to different areas are as
follows:

it BT s Ll SET (EmidEiE~ 1B
F) PRSI L, E AT I Z 2 15%H RS R e
FiER, HELR TN X, EFRTRIFEE
EIEERT, BT pEIK10%.

China: Favourable lIT Treatment

FUTHEERNNEEEAHELATRIETMATE,
XIS/ A B EIRALRIE B 28R & T 3K Jack
SeHE JackEEEIRIEHABIFWA 1208 T AR,
Bi&izEEEREEREM _ EisEngal 552k, Nz
BEEERFJack T EINRERRIMX AN FRER 2
HRET:

Unit: RMB 10,000 2{ii: AT

Item I H Formula Dispatched to Hainan Dispatched to other areas
AR IRIEZERE IRIER| E it X

Annual gross income a 120 120

PAFEN

Statutory deduction b 6 6

SEEFAR

IIT rate c 15% 45%

WNGRETTES

Quick reckoning deduction d 0 18.19

REHRRH

IIT payable e=(a-b)*c-d 17.1 (e1) 33.11 (e2)

INE L MPNTIEE

Actual lIT f=e/a 14.3% 27.6%

SERRFE S

Tax difference e2-el 16.01

MR

Conclusion: As the pharmaceutical R&D expertis
classified as one of the highly-demanded talents

at Hainan FTP, Jack is eligible for the favourable IIT
treatment, i.e. 15% of actual tax burden could be
refundable. By his secondment to Hainan, his lIT cost can
be effectively reduced as compared to work in Shanghai.

#ZX: HTARMAERBT EMARETIERA
7, Bttt 7EgraEm R 58 T Sim A A FR R
AT, BN ST SERRAR 52813 15%00 885, T A%
fiE. JackSeEIRIE R BRI TAERTAB A FEAR DAER
S .



4. Brief of Hainan FTP Major Industrial Parks ;& ra B 228 E X & 4T

At present, Hainan FTP has approved 11 industrial parks in the first batch
as a demonstration and pilot zone to promote the development of Hainan
FTP, which undertakes the important task of implementing the “early
arrangement” policy of Hainan FTP.

Brlgr B A g R T+— 1 E X, {EtEshErBEmRZEER
AR X FNABE X, AR St EREMASE “FHRHAP BEGRIWEZRES.
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Name of Industrial Park

FEl E X & AR

Investment Promotion Target

EETSPOE

1.Haikou Jiangdong New District
BOILRHX

Cross-border e-commerce, headquarters economy

PEIRrRE, BERANT

2.Haikou Integrated Free Trade Zone

BOGERHEX

High-techindustry, medical and health industry
TRl BT R

3. Haikou National High-tech Industrial Development Zone

BOERSHRASFLEX

Bonded warehousing, cross-border e-commerce,
diamond and jewellery crafting/exhibition/trade,
parallel-import vehicles and transportation, tourism,
automotive export & exhibition and sales, finance
leasing

R EhE BRER, AKREMN LIRS, [REFIT
HORZ A8, iRl #HOFERRRHE, RS HEE

4.Haikou Fuxingcheng Internet Information Industrial Park

OSSN EEKMES )

Intelligent loT industries; digital trading industries

BaEER e, BFR S

5.Hainan Ecological Software Park

TR TSI

Blockchain, big data, gaming, e-sports products and
platforms

XERGE KER, IR R AT A

6. Yangpu Economic Development Zone

FHBEFAX

New petrochemical industry; advanced manufacturing

EEALY S | N i b= |4

7. Sanya Central Business District

= TrhRESEX

Comprehensive business district, tourism port free
trade services

SamsX, kirEaRRS

8. Sanya Yazhou Bay Technology Centre
EMER

Deep-seaindustry, technology industry

A, B

9.Hainan Boao Lecheng International Medical Tourism Pilot
Zone

EERRERET R TR

Chartered medical care, health management

FHIETT RREE

10. Wenchang International Aerospace City

XS EFRL R

Aerospace core industry, “Aerospace +" extended
industries (extended industries of aerospace)

PR D=, “HR+” FEfR= )l

11. Lingshui Li'an International Education Innovation Pilot
Zone

Pk ZERREE SRR X

Introduction of well-known international schools,
introduction of famed universities at home and abroad
to host Chinese-foreign cooperatively-runinstitutions
and projects

Sl BERRFER, 5IHERIMIBSRZEDPINEED
FHAFIE




Chung Rui Tax Group FImfis5

The brand of "Chung Rui", originating from 1992, is
aleading tax service brand in China. Chung Rui Tax
Group Co.,LTD. (referred to as “Chung Rui Tax Group")
is a national large-scale comprehensive financial and
tax professional service firm approved and registered
by the State Taxation Administration (“SAT").

Chung Rui Tax Group is the only tax agency group that
officially obtains the enterprise group registration
certificate of State Administration of Industry and
Commercein the tax agent industry in China. As one
of the top class AAAAA tax agencies, Chung Rui Tax
Group ranked the 5th among the top 100 national tax
agencies in 2020 by the CCTAA (China Association

of certified tax agents), and won the “Outstanding
Contribution to the Industry” prize awarded by the
Beijing Certified Tax Agents Association.

Up to now, ChungRui Tax Group has set up 51 branches
affiliated to Beijing headquarter in Anhui (province),
Chongging (municipality), Guangdong (province),
Hainan (province), Henan(province), Hubei (province),
Jiangsu (province), Jilin (province), Shandong
(province), Shanghai(municipality), Sichuan (province),
Tianjin(lmunicipality), Tibet (province), Yunnan
(province), Xinjiang (province) and Zhejiang (province),
etc. In Shandong province, we have sub-branchesin
Binzhou, Dezhou, Dongying, Heze, Jining, Liaocheng,
Linyi, Rizhao, Taian, Weihai, Weifang, Yantaiand
Zaozhuang.

Chung Rui Tax Group is a member firm of “Nexia
International” network, the global Top 9 network of
independent accounting and consulting firms. As
Nexia's only tax member firmin China, we provides
tax-related services for Chinese enterprises investing
in foreign countries and “One-Belt and One-Road”
projects, supporting Chinese enterprises going global,
as well as delivering tax-related local services to foreign

investment and project cooperation in China.
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CHUNG RUI TAX GROUP

Why choose Chung Rui Tax Group? At 4% FE RTS8 H]?

We have abundant tax planning experiences and most-updated tax knowledges to ensure that favourable
tax entitlements and treatments can be fully implemented. F{ 1A BEEZEFH S EX LN MEEEERIL

RBEER, ERIER XA B BRI E M 5505

We provide diversified tax services to different types of industries, i.e. high-tech enterprises, cross-border
e-commerce and other emerging industries. 1R EMFZRZHTIAEEZ, BIESHEAR S, BRBEE

FOAER ol F ATl

We deliver our cross-border services for outbound Chinese enterprises through our Nexia international
network. BT H A 1HINexiaEFRLILE, FATAE L ERIBARHF IR SRS,
We enjoy a solid and effective relationship with the competent tax authority at different level. 11 & & F%

FIRRFTRENSHNEIERR,

2

We expect to help our clients to achieve a better future by our vision, mission and values F 1A HER.

fEdn FN EXLBh B PR R EFHOAR K

Vision JE5: Become a trusted word-glass professional service firm i (&5 #p0 R & E L AR 54148
Mission {£%5: Professionals achieve dream &I f} 5 2248
Values /1 {E3: Vision, innovation, integrity and harmony ZF i, EXEE. FFHER. T ILEIE




Mrs. Dandan Guo A4+
CEO of Chung Rui Tax Group
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Chung Rui Tax Agents Group Co., Ltd.
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Chung Rui Tax Agents (Hainan) Co., Ltd
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OfficeE#]l : +86 10 6655 3366
MobileF#1: +86 186 1406 1204
Emailtf#8: guodandan@crtax.com
Website ilE: http://www.crtax.com

Mrs. Tian Wenyan, Eva HE &+
Tax Partner #i &5 & 1k A

Chung Rui Tax Agents Group Co., Ltd.
Shanghai
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Office FE#]l: +86 21 2030 0081
Mobile F#/1: +86 186 2181 0863 ([3]
WeChat f§15)

Email BF#8: eva.tian@crtax.com
Website Mih: http://www.crtax.com



Chung Rui Tax Group is
amember firm of Nexia
International. Nexia
Internationalis aleading
worldwide network of
independent accounting and
consulting firms, providing a
comprehensive portfolio of
audit, accountancy, taxand
advisory services.

Contact Us

For further information
regarding Hainan FTP
please contact

Mrs. Dandan GUO
guodandan@crtax.com

Mrs. Eva Tian
eva.tian@crtax.com

For general enquiries
regarding Nexia ChinaDesk,
contact
annabel.zhu@nexia.com

Nexia International is aleading worldwide network of
independent accounting and consulting firms, providing
acomprehensive portfolio of audit, accountancy, taxand
advisory services.

Nexia International does not deliver servicesinits own name
orotherwise. Nexia International and its member firms are
not part of aworldwide partnership. Nexia International does
notaccept any responsibility for the commission of any act,
or omission to act by, or the liabilities of, any of its members.
Each member firm within Nexia Internationalis a separate
legal entity.

Nexia International does not accept liability for any loss
arising from any action taken, or omission, on the basis of
the content in this publication. Professional advice should
be obtained before acting or refraining fromacting on the
contents of this publication.

Anyandallintellectual property rights subsistingin this
document are, and shall continue to be, owned by (or licensed
to) Nexia International Limited.

References to Nexia or Nexia International are to Nexia
International Limited save where, as the context may dictate,
they refer to the Nexia International network of firms.




