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We are pleased to present you this issue of Crowe (HK) Newsletter. Our Newsletter aims to provide readers with regulatory updates, our
insights on market or industry developments, and news regarding our company, affiliates and clients. The current and back issues are available
on the webpage of Crowe (HK) CPA Limited (https://www.crowe.com/hk/news) under the section “Newsletter”.
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Disclaimer: The content in this publication is of general information only. It is not offered as advice and should not be taken as such. We expressly disclaim all liabilities to any person for
any reliance placed on the content of this publication. No client or other reader should act or refrain from acting on the basis of the content of this publication without seeking specific
professional advice.

Crowe (HK) CPA Limited is a member of Crowe Global, a Swiss verein. Each member firm of Crowe Global is a separate and independent legal entity. Crowe (HK) CPA Limited and its affiliates
are not responsible or liable for any acts or omissions of Crowe Global or any other member of Crowe Global.
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How to pay tax on distributions to shareholders (investors)
of companies in Mainland China

TAXITIPS

Net profits derived by a limited
company in Mainland China after
setting off of all accumulated losses
from prior years (if any), paying all
Enterprise Income Tax ( “EIT” ) and
providing for statutory reserves can
be declared as dividends and paid
to its shareholders. Dividend and
other distributions with respect to
equity interests (hereinafter referred
toas “dividend and profits
distribution” ) received by
shareholders are taxable on the
recipients. According to the relevant
provisions of the Chinese tax law,
the applicable tax rates vary for
different types of shareholders. At
present, the common types of
shareholders are individuals (natural
persons) and corporations.
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I. Individual shareholders (Natural persons) A

The Individual Income Tax ( “lIT” ) Law of the People's Republic of China
stipulates that dividend and profits distribution received shall be taxed at the
rate of 20%.

The following types of profits distributions received by individual shareholders
are, subject to certain conditions, exempt from IIT:

1. Dividend and profits distributions received from listed companies in
Mainland China by individual shareholders

Individuals holding shares in listed companies in Mainland China acquired
at public offerings or secondary markets are liable to lIT on dividend and
profits distributions but the amount of lIT payable varies with the length of
holding period.

¢ Where the holding period is over one year, such income shall be
temporarily exempt from IIT.

¢ |f the holding period is over one month and up to one year, 50% of such
income shall be temporarily exempt from IIT.

2. Dividend and other distributions received from foreign-invested
enterprises in China by foreign individual shareholders

¢ Where dividend and other distributions are received from foreign-
invested enterprises in Mainland China, such income received by foreign
individuals shall be temporarily exempt from IIT.

* Where dividend and profits distributions from B shares or overseas shares
(including H shares) issued by enterprises in Mainland China are received
by foreign individuals, such income shall be temporarily exempt from IIT.

¢ Foreign individuals receiving dividend and profits distributions from listed
companies in Mainland China are not liable to IIT.
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1. Resident enterprise shareholders

According to the EIT Law of China and its Implementation Regulation,
dividend and profits distributions paid /received between qualifying
resident enterprises are tax-exempt, except for investment income
derived from holding of listed shares issued by resident enterprises for a
continuous period of less than 12 months. In other words, dividend and
profits distributions received by resident enterprise from listed companies
are not subject to EIT except for those derived from shares held for less
than 12 months.

. Non-resident enterprise shareholders

Non-resident enterprise shareholders are subject to EIT at 10% on
dividends and profits distributions received from resident enterprises

in China. However, if the country or jurisdiction where the non-resident
enterprise is a tax resident has a tax treaty with China, and the relevant
treaty tax rate is lower than 10%, the treaty tax rate would be applicable.
Take Hong Kong resident companies as an example. According to the
comprehensive double tax arrangement between Mainland China and
Hong Kong, a 5% EIT rate on dividend is applicable if the beneficial
owner is a company that directly owns at least 25% of the capital of the
dividend-paying company, subject to other conditions.

Withholding tax (“WHT?”) on profits (i.e. dividends and other distributions)
distributed from resident enterprises in Mainland China to foreign
investors with direct investment in encouraged projects can be deferred
if certain conditions are met. If foreign investors withdraw their direct
investments through equity transfer, re-purchase, liquidation etc., they
should repay, in accordance with the relevant regulations, the WHT
deferred within 7 days upon receipt of the relevant proceeds.
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lll. Investments in H shares

by individuals in
Mainland China

1. Direct investments in H shares

by individuals in Mainland China

For individuals in Mainland China
investing in H shares, any gains
on buying and selling of share
each time shall be subject to tax
at 20%. Dividends received each
time shall also be subject to

tax at 20%.

. Investments in H shares by

individuals in Mainland China
via Shanghai-Hong Kong
Stock Connect

From 17 November 2014 to 31
December 2022, individuals in
Mainland China are temporarily
exempt from IIT on gains on
sale of investments in H shares
via Shanghai-Hong Kong
Stock Connect.

However, dividends and other
distributions derived from such
investments are still subject to
IIT at 20%.



Crowe

Newsletter
February 2021

Congratulations to Yue Kan Holdings Limited on its
successful listing on the Main Board of The Stock Exchange
of Hong Kong Limited on 7 December 2020

Yue Kan Holdings Limited (Stock
code: 2110) ( “Yue Kan” ) is a Hong
Kong-based marine construction
subcontractor specialising in
reclamation works supplemented by
vessel chartering services and other
civil engineering works. We have
served as the client's auditor and
reporting accountant since May 2018.
Our risk advisory team was appointed

as independent internal control
adviser and engaged in the IPO
project to perform internal control
review and make recommendations.

We extend our sincere congratulations
to Yue Kan and its board of directors
on its successful listing and wish the
company continuing success.

Our Partners appointed as Expert Advisors of Accountancy
by the Ministry of Finance of Guangdong Province

~-=.

We are pleased to announce that
our Audit Partners, Mr Charbon Lo
and Mr Kenneth Lau have been
appointed by the Ministry of Finance
of Guangdong Province as Expert
Advisors of Accountancy with effect
from 1 July 2020.

Charbon and Kenneth are among the
50 accounting professionals from
Hong Kong appointed as the Expert

of Finance of Guangdong Province in
July 2020. The appointed Advisors
will advise on the reform and
development of accounting policies
in Guangdong, Hong Kong and
Macao, facilitate the robust
development of the accounting
industry in Guangdong Province and
Hong Kong, and promote the
exchange among the accounting
professionals in the Greater Bay Area
both in terms of breadth and depth.

~~ Advisors of Accountancy of Ministry
New clients
We are proud to be appointed as the auditor for the following listed clients (ordered numerically by stock code):
Stock code Client
102 Summit Ascent Holdings Limited
412 China Shandong Hi-Speed Financial Group Limited
557 China Tian Yuan Healthcare Group Limited
864 Wing Lee Property Investments Limited
1094 China Public Procurement Limited
1101 China Huarong Energy Company Limited
1383 Suncity Group Holdings Limited

8296 Sino-Life Group Limited
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Crowe (HK) CPA Limited
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9/F Leighton Centre,

77 Leighton Road,
Causeway Bay, Hong Kong
& REE SRET75R
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E-mail E&f: info@crowe.hk
Telephone EEE: +852 2894 6888
Facsimile {8H: +852 2895 3752
Service Hotline & S RIS ELAR:
+852 2894 6611

Our Contacts F{IHIAE

Professional Services B2/

Audit & Assurance Eat RIRE

About Crowe Global
Crowe Global 7t

Crowe Global is ranked as the eighth global accounting network
comprising 220 independent accounting and advisory services firms
with 780 offices in 130 countries around the world. Crowe Global’s
member firms are committed to impeccable quality service, highly
integrated service delivery processes and a common set of core values
that guide our decisions daily. Each firm is well-established as a leader
in its national business community and is staffed by nationals, thereby
providing a knowledge of local laws and customs which is important
to clients undertaking new ventures or expanding into other countries.
Crowe Global’s member are known for their personal service to
privately and publicly held businesses in all sectors and have built an
international reputation in the areas of audit, tax and advisory services.

Information can be obtained at: www.croweglobal.org

Crowe Global BZEN\AEETENEHEMERRLE - HEHEE220K B ZETE
EHFMZHEREAR - E780@iiEREMHmEH R 130/EEZ - Crowe Global
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Contact Person & A

Ms Ivy Chua %£5#3E

Audit & Technical Support &t KB MTARSTE Mr Raymond Tsui #Z32

Business & Accounting Services B2 K& &5t IRTE Ms Penny Chan [REEZE
Business & Property Valuation 4 & K ) 25744 Ms Ester Ip 228

Business Operations ¥4 Ms Pammy Fung &34

Company Secretarial Services Support AR MERBEIE Ms Wendy Tam E5if

Company Secretarial Services - Listed Company Services
ATIWMERS - EHARRE

Corporate Restructuring & Insolvency 248 K55

Ms Queenie Poon j&&Ffk
Ms Ivy Chua £5iE

Data Security and IT Audit BiEZ 2 AR E SR KB

Environmental, Social & Governance (ESG) & Sustainability Consulting
HE - RENLEE ESC)/ ARERERLH

Financial Services £ & fRFE%

Ms Ester lp ZZ8)
Ms Ester Ip Z2#
Mr Cyrus Fong 5B &

HKIPO & Ehzgst

Internal Control, Corporate Governance & Risk Management
BENFER - ARERNEKRERE

International Liaison & SME Audit BIBREASE K /2T

Mr Charles Chan B#kis
Mr Eddy Yan E&¥EE

Mr Charbon Lo E &k
Tax (Hong Kong and International) # 7 (&7 K& BIER) Mr Albert Cheung sRIEK
Tax (China and International) %% (F1E1 5 BIF) Ms Mary Ho falsk>5
Transaction Advisory 12547 Mr C S Lam #ER

Wealth Succession and Tax i = & E K5 Mr C Yuen =&

= Some of the services are providing by related professional service companies or our affiliates.
AR AR B FE R AR E MR AT -

Telephone &5

+852 2894 6789
+852 2894 6661
+852 2894 6896
+852 2894 6191

+852 2894 6861

+852 2894 6840

+852 2894 6809
+852 2894 6789
+852 2894 6191
+852 2894 6191
+852 2894 6875
+852 2894 6828
+852 2894 6661
+852 2894 6658
+852 2894 6875
+852 2894 6161
+852 2894 6874

+852 2894 6875

E-mail B
ivy.chua@crowe.hk
raymond.tsui@crowe.hk
penny.chan@crowe.hk
ester.ip@crowe.hk

pammy.fung@crowe.hk

wendy.tam@chg.hk

queenie.poon@chg.hk

ivy.chua@crowe.hk

ester.ip@crowe.hk
ester.ip@crowe.hk

cyrus.fong@crowe.hk

charles.chan@crowe.hk

eddy.yan@crowe.hk

international.liaison@crowe.hk

albert.cheung@crowe.hk
mary.wfho@crowe.hk
cs.lam@crowe.hk

chung.yuen@crowe.hk
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