Provisions of Guangzhou Municipality on Encouraging Foreign Investors to Set up Headquarters
and Regional Headquarters

Article | For the purposes of further opening to the outside woeld, improving the investment
environment and promoting the economic development, these Provisions are formulated in
accordance with the relevant laws, regulations. and in light of the actual circumstances.

Article 2 ‘The term ‘headquarters’ as mentioned in these Provisions refers to the one and only
headquarters established in this Municipality by a foreign investor (including two county-level
countics, i.e. Conghua and Zengcheng, the same below), which exercises the business operation
and management functions over the enterprises invested by it within or outside China .

The term ‘regional headquarters' refers (0 the headquarters established in this Municipality by a
foreign investor, which exercises the business operation and management functions over all or
some of the enterprises invested by it within a certain area of China.

The headquarters or regional headquariers may be established in the form of an investment
company. management company, rescarch and development center, or production cnterprise with
the nawre of headquarters.

Arlicle 3 The forcign trade and economic cooperation administrative department of Guangzhou
Municipality (hereinafter referred to as the Municipat FTEC administrative depariment) shall be
responsible for the certification of headquarters and regional headquarters established within this
Municipality. as well as the organization and implementation thereaf, coordinate with the pertinent
departments to administer the headquarters and regional headquarters.

‘The depantments of industry and commerce, finance and tax, foreign affairs, public security, etc.
shall, according 10 the scope of their respective functions, administer the headquarters and
regional headquarters.

Article 4 An investment company established within this Municipality upon approval of the
Ministry of Commerce may apply for being accredited as a headquarters or regional headquarters.
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To apply for accrediting a management company, forcign-funded investment research and
development company upon accreditation or production enterprise with the nature of headquarters
as a headquarters or regional headquarters, the following requirements shall be satisfied
simultaneously:

(1)1ts parent company has a good credit standing and has total assets of USD 300 million or more
for the 1 year prior to filing the application;

(2) It has invested or has been authorized © manage 3 or more eaterprises in accumulation within
and outside China and it exercises the management and service functions over them;

(3)The registered capital actually paid by the enterprises, which it invests or it is authorized to
manage within China, amounts o USD 30 million;

(4)It has the registered capital of USD 2 million cr more; and

(5)Itis an independent legal person.

Article 5 A headquarters or regional headquarters established within this Municipality may, apan
from the original business scope, engage in some or all of the following business operalion,
management and service activities under the laws, rules and regulations:

(1)To make investment and business operation decisions within the fields available for foreign
investments;

(2)To offer marketing services, including dealing with the import and export businesses and
distributing commoditics or providing after-sale services on behalf of the enterprises that it
manages:

(3)To operate the funds or 10 carry out financial management. Upon approval and supervision by
the foreign exchange administrative depaitment, it may balance the foreign exchange among the
cnterprises that it manages. Upon approval of the banking regulatory department, it may establish
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a central pool of funds in a domestic bank so as to uniformly adjust the self-owned funds of the
domestic subsidiaries that it manages, and tc help the enterprises that it manages o seek loans and
provide guaranties to them;

(4)To offer technical support and (o make techrological research and development;

(5)To train and manage the employees, to assist the enterprises that it manages to manage the
human resources:

(6)To offer information and logistics services. To provide the entesprises that it manages with
comprehensive services relating 10 market information, i policy consultation
transportation, storage, etc.;

(7)To undertake outsourcing businesses from overseas companies; and

(8)Other busi operation,
regulations.

8 and scrvice activities as prescribed by laws, rules and

Atlicle 6 Where an investment company, management company, research and development center
or production cnterprise with the nature of headquarters established in (his Municipality by a
foreign investor (hereinafter veferred 10 as the forcign-funded enterprise already estabhshed)
applies for being accredited as a headquarters or regional headquarters, it shall file an application
to the Municipal FTEC administrative department and submit the following materials:

(1) Ao application signed by the legal (authorized) representative of the foreign-funded
enterprise already established;

(2)The authorization document on the cstablishment as well as on the basic functions of (he
headquarters or regional headquarters. which have been signed by the legal (authorized)
representative of the parent company;

(3)The approval certificate, business license and capital verification report of the foreign-funded
enteiprise already established (photacopies);
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(4)The credit standing certificate, registration document (photocopy), and certificate of the legal
representative of the parent company;,

(5)A list of the enterprises which accept the management and services of the headquarters or
regional headquarters (accompanied by the enterprise approval certificate, and photocopies of the
business license and capital verification report);

(6)The authorization document which the parent company gives to the legal represcntative
candidate of the headquarters or regional headquarters, and the identity certificate of said legal
representative candidate;

(N)Other materials as prescribed in laws, rules and regulations. Where any newly established
management company, rescarch and development center or production enterprise with the nature
of headquarters applies for being accredited as the headquarters or regional headquarters, it shall,
apart from the materials as listed above, submit the following materials:

(D)The articles of association and feasibility research report for the management company,
rescarch and development center or production enterprise with the nature of headquarters;

(2)A certificate of lawfulness of the source of company site (photocopy);

(3)The receat 3-year batance sheets of the parent company;

(4)The name list of the members of the board of directors appointed by the parent company; ard

(5)Other matevials as prescribed by any law, rule or regulation. If no indication of photocopy is
given for the materials as mentioned above, the applicant shall provide the original documents. If
the applicant entrusts an intermediary agency to go through the application formalities or provide
any document which is not signed by the legal representative of the parent company, the applicant
shali present a corresponding authorization.

Auicle 7 The Municipal FTEC administrative department shall, within 15 working days after it

T
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receives a complete st of application materials, complete the accreditation, If the requirements
are met, it shall make a decision of accreditation and issue an accreditation certificate to the
applicant.

Article 8 Where any applicant is accredited as a headquarters, the Municipat Government shall
award it 5 million yuan. Where an applicant is accredited as a regional headquarters, the
Municipal Governmeat shall award it 2 millicn yuan,

Article 9 Where an institution newly cstablished in this Municipality is accredited as a
headquarters or regional headquarters, if it purchases or builds any office for self use (excluding
annexcs and supporting buildings), it shall be given a subsidy of |, 000 yuan per sq. m. on the
basis of the part of the construction area of the office. The total subsidy shall be paid in
installments in 3 years. The headquatters or regional headquarters shall not rent or sell the office
to the outside during the period of enjoying the subsidy. If a headquarters or regional | dquarters
rents any office for self-use, it shall, every year within 3 years, be given a renta) subskty at 30% of
the reference rental price for the houses of the same road section, same area and same time in the
house lease market as announced by the Municipal state fand and housing administrative
department. During the petiod of enjoying the rental subsidy, it shall not sub-rent the office, nor
may it change the purpose of the office.

Where any institution, which has been established within this Municipality prior to the
implementation of these Provisions, is accredited as a headquarters or regional headquarters, if it
needs 1o purchase, build or rent any new office due to the development of its business, it shall be
given a subsidy at 50% of the aforesaid criterion.

The construction area of an office purchased, built or rented by a headquarters or regional
headquariers of o forcign investor, for which a subsidy will be given, shall be based on the
constructicn area checked and ratified by the Municipal state land and housing administrative
degartment.

If any headquarters or regional keadquarters rents or sells any office to the oulside or changes the
purposc of any office by violating the aforesaid provisions, it shall refund the subsidy it has
obtained and shall make up the interest according 1o the bank loan interest rate of the same period.

Article 10 The Municipal Government shall grant an award to the headquarters and regional
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headquarters set up in the form of a head or branch institution, as well as to those which have
made outstanding contributions to the economic development of this Municipality and have made
good economic and social benefits. The specific measures shalt be formulated and implemented
by the Municipal finance administrative department and the Municipal FIEC administrative
department.

‘This Municipal Government shall grant an award © the foreign senior managers of the
headquarters or regional headquarters who have made outstanding cona ibutions to the economic
development of this Municipality.

Article 11 A headquarters or regional headquarters sccredited may enjoy the tax preferential
policies of the state.

After the provincial government approves the application of this Municipal Government, the
headquarters or regional headquarters may enjoy the preferential reaiment, namely the exemption
or deduction of local income wax.

The real estate newly built ur purchased by any headquarters or regional headquarters may, from
the month of completion of the consuuction or purchase, be exempted from the urban real estate
tax in 3 years. The headquarters or regional headquarters shall be exempted from the business tax
on the revenues from in to the blish of h and development institutions,
from technology transfer, technological development and related technical consuliation, as wetl as
from technical services.

Any sclf-use equipment, which is imported by a headquarters or regional headquarters engaging in
any industry where foreign investments are encouraged by the state and which is within the total
investiment, shall be exempted from the impon customs duties and from the value added tax of the
import link, unless it is & non-tax-free import commodity as prescribed by (he state.

The foreign employees of a headquarters and regional headquarters may, in pursuance of the
relevant provisions, enjoy preferential policies on the individual income tax on subsidics of
residential houses, family visit. education of children, etc.

Article 12 Any research and development center acciedited as a headquarters or regional
heudquarters may enjoy the preferential policies of the state and of this Municipality on
foreign-funded research and development centers. If the headquarters or regional hcadquartess is
evaluated and confirmed as a foreign-funded advanced technological enterprise or product export
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entesprise, it may enjoy the corresponding preferential policies.

Adticle 13 Where any headquarters or regional headquarters, in the form of processing trade with
the supplier's materials, impotts any raw materials or spare parts o offer to a production entesprise,
which is invested by it or which it is authorized to manage. to process. this production enterprise
may apply to the competent tax organ for being exempled from the value added tax on its charges
for the processing or entrusted processing of the goods.

Acticle 14 A headquarters or regional headquarters is encouraged or supported to establish
transnational procurement centers and logistics centers. A transnational procurement center or
togistics center may, in accordance with the relevant provisions of the state, obtain the import and
export busincss operation right. It may enjoy the tax rebate policies when it exports goods. The
headquarters or regional headquarters may, in light of the production needs, apply for eslahhshmg
bonded warehouses and bonded factories.

Adticle IS After the provincial government approves the application of this Municipal Government,
a headquarters or regional headquarters may enjoy the preferential treatment, namely a cap of the
administrative fee or a lower administrative fee. For the public facilities of watcr, electricity, gas,
communication, the relevant depaniments of this Municipality shall actively support and make a
uniform arrangement.

Article 16 A headquarters or regional headquariers is encouraged or supported 10 participate in the
reform, restructuring and 1eorganization of enlerprises of this Municipality by way of having
shares, acquisition, merger, conuracting, lease or trust. A post-restructuring enierprise, which
satisfies the criterions prescribed by the relevant laws and regulations for foreign-funded
enterprise, may enjoy the treatments to foreign-funded enterprises.

Adticle 17 Upon approval of the forcign exchange administrative depariment, a headguarters or
regional headquarters may, under the legal framework for entrusted loans, manage the foreign
exchange funds of domestic member companics within the date of foreign exchange position in a
centralized manner through a designated bank.

The finance center or fund center established by a headquarters or regional headquariers may,
upon approvai of the foreign exchange administrative department, open an offshore account in the
domestic designated bank t0 manage the forcign exchange funds of overseas member companics
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in a centralized manner,

The scope of revenues of the offshore account shall be the forcign cxchahge funds remitted into
China by overseas member companies, and the foreign exchange funds w0 domestic member
companies under overseas loans as approved by the foreign exchange administrative department,
The scope of payments shatl be funds remitted to domestic member companies.

Upon approval of the foreign exchunge administrative department, when a headqguarters or
regional headquarters engages in fending business abroad. it may, in pursuance of the retevant
provisions of the state, handle the forward settiement and sale of foreign exchange, and RMB and
foreign exchange swap businesscs. . °

A headquartcrs or regional headquarters which meets the relevant requirements may apply to the
foreign exchange administrative deparument for accreditation of the qualification for granting
loans overseas.

With regard to any item of non-trade sale setement and payment of forcign exchange, for which
the examination and approval power is not clarified by any existing regulation, if it has equivalent
value of USD 100, 000 or less, it may. upon approval of the foreign cxchange administrative
department, be checked and handled by the foreign exchange designated bank. If it has the
equivalent value more than USD 100, 000, it shall be first subject to the examination and approval
of the foreign exchange administration, then go through the payment formalities in the designated
bank.

Article 18 A Chinese employee of a headquarters or regional headquarters who goes 10 Hong
Kong, Macao, Taiwan Region or foreign couniry for business need shall be given convenience
when leaving China.

Where a foreign senior manger or lechnician of a headquarters or regional headquarters needs
several times of temporary entiy into China, he may apply for visit visa which is valid for several
times within a period from 6 months to | year. An alien of a headquartess or regional headquarters
who needs to reside in this Municipality for a long time may apply (or an ulicn residence permit,
which is valid for a period from 1 year 1o 5 years. An alien of a headquarters or regional
headquariers who needs (o come to this Municipality temporarily may, in accordance with the
relevant provisions of the state, apply to the public security department for a port visa to enter
China.
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Article 19 The family members of the senior managers of a headquarters or regional headquarters
may be given convenience to cater into China, stay in China, and be admitted to schools.

Article 20 The Municipal FTEC administrative department shall supervise and administer the
headquarters and regional headquarters accredited, it shall cancel the accreditation certificate of
any headquarters or regional hcadquarters which does not meet the televant requirements any
longer, and shall terminate the preferential policies on it.

Article 21 These Provisions shall apply to the headquarters and regional headquarters established
in this Municipality. The Detailed Rules for the Implementation of the Opinions of Guangzhou
Municipality on Supporting the Development of the Financial Sector shall apply to the
headquarters and regional headquarters of foreign-funded financial institutions.

Article 22 An investor from Hong Kong, Macao or Taiwan region who intends to cstablish a
headquarteis or regional headquarters in this Municipality shall follow these Provisions.

Article 23 The term ‘senior manager' as mentioned in these Provisions refer to the chairman and
deputy chairman of the board of directors, general manager, deputy general manager. chief
supervisor and other senior managers of a headquarters or regional headquarters

Article 24 The power to interpret these Provisions shall remain with the Municipal FTEC
administrative department.

Article 25 If there is otherwise provision in any law, rule or reguiation on headquarters or regional
headquarters, this law, rule or regulation shall prevail.

Article 26 These Provisions shall be implemented as of the date of promulgation and shall be
effective for S years.
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