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Brief Introduction to the Investment Environment of Changchun

As the capital of Jilin Province, center of Jilin Provinces politics, economy, science and technology, and culture of Jilin Province, Changchun City is the important central city to be adjusted and reconstructed
in traditional industrial base of Northeast China and also one of the 15 sub — provincial cities in our country. It is located at the middle part of Songliao Plain in Northeast China, whose climate belongs to moderate
temperate continental monsoon climate with pleasant sceneries in all seasons, for which, Changchun enjoys the reputation of "The Spring City in the North of the Great Wall".

With rich land resource, Changchun covers an wide area of 20,571 square kilometers, of which, urban area 3,603 square kilometers including constructed area 209 square kilometers, consisting of six districts
of Chaoyang, Nanguan, Kuancheng, Erdao, Luyuan and Shuangyang, and 4 counties (cities) of Nongan, Dehui, Jiutai and Yushu . This city has a total population of 7,182,000 including 3,109,000 of urban peo-
ple. The mineral resources are very rich, mainly 39 kinds such as petroleum ,natural gas,coal, oil —shale, limestone and bentonite, etc. All these mines are in great developing potential.

Changchun City is a famous big city of agriculture in China. Located in the world famous golden coin belt, it is the important commercial grain base in China, usually having the name of " Northem Granary".
Its grain output is steadily over 8,000,000,000 kg. The major crops are com, soybean and paddy rice; the animal husbandry of pigs, cattle, chicken, deer and geese are developed with excellent breeds in big a-
mount. In recent years, there grows a group of internally — biggest and intemationally — leading agricultural and by — products deep processing enterprises such as Deda, Dacheng and Haoyue and so on one by one.

Changchun City is the important industrial base in China. Its industries have certain scale and modem level, which have formed an industrial system centralizing on the four pillar industries of automobile and
accessories and parts, foodstuff, optoelectronic information, biology and medicine. Changchun FAW Group of China is the automotive production and research base, biggest in scale, and most complete in categories,
whose annual output is one fifth of whole automobile production in China. There are more than two hundred of automotive part enterprises in Changchun. And a high quality, big batches and professionalized automo-
tive accessory enterprise group has been formed basically, so Changchun is called as " The City of Automobile". Changchun Car Company (Changchun Railway Vehicles Co. , Ltd. ) is the biggest research and pro-
duction base of railway train and underground train in China with one second of passenger train output of whole nation. It has quiet comparable advantages in the development of high —tech industry. Around the 8
major circles of optoelectronics, microelectronics, software and information service, modem medicine, com deep processing, green food, automobile and new materials, a group of high —tech and new —tech enterpri-
ses with stronger competition capacity have been cultivated.

The tertiary industries in Changchun developed greatly. As the business center of Jilin Province, Changchun has perfected service system. There are mass of business trade, catering and financial service institu-
tions in this city, including more than 46 star — class hotels and restaurants, and 140 service agencies dealing in the tourism. The tourism and exhibition industries are developed rapidly. The tourism resource is real-
ly rich. The biggest man — made forest of Asia — — - Jingyuetan National Forest Park and the well known both home and abroad historical remains like Palace of Puppet Manchuria also locate here. It has formed seri-
al tourism products with rich local characteristic based on ecology, ice and snow, historical remains of Palace of Puppet Manchuria, automotive industry and movies and television literature. A serial of famous exhibi-
tions, such as Changchun Film Festival of China, Changchun Intemational Agricultural Fair of China, Changchun Intemational Automobile Fair of China, Changchun Education Exhibition of China, and Ice and
Snow Festival in Jingyuetan, have been successfully hosted/held here.

Changchun is a famous city of science, technology and literature in China. There are 99 independent scientific research and technological development institutes, 19 national key open laboratories of scientific
research, 26 academicians in Chinese Academy of Sciences and Chinese Academy of Engineering and 410,000 professional technicians in all lines. The strength in science and technology stands in the front in the
list of big and middle cities in China. The researches in optics, fine precision instruments, biological products and automobile stand in the leading position at home with 28 famous universities like Changchun Ap-
plied Chemistry Institute of Chinese Academy of Sciences, Changchun Optical and Fine Precision Instruments and Physical Institute, Changchun Geography Institute, Changchun Biological Products Institute of Min-
istry of Health, Jilin University and Northeast Normal University, etc. The famous Changchun Film Studio is the biggest comprehensive film making and production base of China, which is called with honor " The
Cradle of Film of New China".

Changchun is an open city full of life. In recent years, Changchun city has successively concluded friendship cities with 13 cities like Sendai of Japan, Birmingham of UK and Flint of USA, etc. and set up
steady economic and trade contact with more than 60 countries and regions. And overseas enterprises or agency institutions have been established in more than 20 countries and regions. Changchun has 2 state — class
development areas: High — Tech Industry Development Area and Economy and Technology Development Zone; 11 provincial class development areas: Changchun Jingyuetan Forest Tourism Development Area,
Changchun Automotive Economic and Trade Development Area, Changjianglu Economy Development Area of Computer Scientific and Technological Products etc. The enterprises in development areas/zones enjoy
state, province and city class privilege policies for development areas respectively. In which, Changchun High —tech Industries Development Area has been enrolled in the list of "The Best 10 High —tech Industry
Development Areas" ; Changchun Economic Development Area has been listed in the special economic area by the state, and Changchun Jingyuetan Forest Tourism Development Area has been listed in the state —
class scenery & scenic spot area, national forest park and national ecological demonstration area; and Changchun Automotive Economic and Trade Development Area has been approved as state — class automobile
wholesale market. 38 intemational well —known enterprises which are in the world top S00 companies such as American Pepsi Cola and Wal — mart, German Volkswagen and Siemens Company, Japanese Itochu and
Marubeni have settled down in Changchun.

Changchun City has more consummated infrastructures. With developed traffics, it is the important traffic and communication hub in middle of northeast China. Where the railways reach to all directions and
highways stretch to all places. Changchun Airport is an intemational airport, where 40 intemal and intemational air lines have been opened by now, including the intemational routes to Sentai in Japan, Seoul in Ko-
rea and New Siberia in Russia. The post and communication facilities are perfect with band width of information network outlet reaching to 20G. Urban water supply, power supply and fuel gas facilities are perfect
with enough supply. The urban environment in Changchun is beautiful ; the city plant coverage rate reaches 39% , which stands in the front position in whole country. Changchun City has been chosen as one of the
best cities upon investing environment in China mainland according to the global investing environment evaluation organized by World Bank in 2003.

The coming period is the opportunity times that Changchun City performs the strategy of " Revitalizing Traditional Industrial Base". Changchun shall speed up the progress of reform and opening and industriali-
zation and propel a full —scale, concordant and sustainable economic development. Changchun will provide the most privilege policies and the top service environment to welcome all the international and internal
guests and merchants to travel or run business in Changchun. Let& cooperate hand by hand and realize co - benefits from it.

January 2005



K A7 1 Ah v B B A o B ol IR B BOSR

L KEMREFMINSRA R, FREFETHOSFRNHAEXaEUIILRE, BiZ 24% S35 AHRRIRTER . RAERBETTEATR XL I ERA R, B 15% 0K ER I
PTSE AEREBFIRA T WHARKRITEWIAE NS HEARRIB NSRRI URIZ 15% 89N EILATE .

2 EFMINER AR, EERREHEELUERY, WRFIREFE R, IF2MERIE = RSB RATSHEH &,

EFEMIFINSR AR BIRATZ BRI A AR SNRET 6000 /537, NEFIQEMARTIARITNBI 1500 /57T, BRI REAEA) 50% 8, EFTE TR S FTESHRTS,
TR, RHZE SRR = F R NI R AT TE.

3 NSRS DEY e ORIl SR ANE AL SRIERATS BRSNS FH O ERR SERI5E 70% LESFGRHEORI, TERs AMEsi R R g RN A
o BWHZ 15% BRZAHRRATS RN, FE SRGERE, 12 10% B9 RHBETS B

4 INSERERENSVTHERA R FEISE AN RAE JAERWATSH NG (07955 H R A RIS, TR EMEIH R K =R BRI ATSE. B 15% RERERBATSHE
B, F5E DREVE, 12 10% 8O EATUI R ATS o

5 ETERBRAEYNSR AR, N TRRTTSECRIA THIRE =5, TRIE 15% B3 ERIHRIWATSE.

6 FNERAEMINGRE R\ ESSIA EE SRS e SSNDERAAE, NEFIARRTDEMINSRARI, SEHNDTF 5 6, DRI FRASD ESBIRIAHSHREY 40% ,

7 INEEAEMINERARWESHRE, APERMAFARREEBRAFNY Bt ORWTEHEARBSERTDT 5 F6), G BRIB R AT D RIS HRRR.

8 INEHRATRCIPEEEBIIIER , IR N T AR CPINALL IR T 25% 89, S e R ALE , O 2INSR AW BRRE,

9 WRE(IMERATIIESER) OBHIE, AR AR NSRS R ARV ONSRIE L ERERAR Bt & R INSRATNBAS RE0H OSRER) FiEast,
AERBARH OIS (ER.

10 BT EFSM AW NERARIERASEIPRBE ™ S, Z3sH OeSERIBHOREE, U2 fiBAE SS0NSES.

INERARINH TG B BEREIRASCE R AT BB AT 6, ERENEF & E AN ER R RTSS.

11 WREIER AT WESER) B9S2 NER AR IESREHATRPID Soi AR nH ORINSRARIEA DG  ERBIHBETLEEER, ARRANLINMIEEAE
HOEPR TS DIM T EA EREIE MRS NEEENRA Bt S, RABE DX AH A T8 ER.

12 FNERAT ORISR BTRR AT WADIESINE (SR a8l JHES, DS INERAERER) PHNEER A SRAB(IABERPSE 2 KB R85 5.9.10.11 K6y
R

13 INERASIEHAR AP, AR A ST e M BE T e E R ENERMSS NERCENIRA B &, A OXEAE O 18 ER.

14 FH BRI ORI AR GBI ; UBEASTHIF ISR, SES S TEI MLE, RERIATEE, INSRATW (EIFINSRFQUISARA RPN BUSEIRARRLEARAE
BillBro

15 FNEHATRWEATTAR B EEIRIK 10% LEH), UFFHER AT R B SBRR I 50% I F O ARETS bl

16 BT ERETRREISRILSHEOINERER, AiNRLSPTSH. SEHE 10 UMM, EMSERRMTBIRRITFERRIE 10§, HOPTEREMERR
B NHFRBHORMARISERI R BTG HER 0% DLERY, RAFS TIPS,

17 SRARIEFEEREFRIE TR E ST ISR RIER,



Preferential Tax Policy for Foreign — Invested Enterprises in Changchun

1. The productive foreign —invested enterprises in Changchun enjoy the same preferential tax policies in the coastal open cities and regions as granted by the state. The business income tax shall be collected
at a rate of 24%. The productive foreign — invested enterprises established in Changchun Economic and Technology Development Area shall be collected at a business income tax rate of 15%. The foreign — funded
enterprises established in Changchun High — Tech Industries Development Zone, which has been authenticated as High — Tech Enterprises, shall enjoy a 15% business income tax rate.

2. Productive foreign — invested enterprises whose operation period is over 10 years may enjoy a preferential business income tax policy that 2 years of income tax shall be exempted and 3 years of income tax shall
be collected by half since the profit - gaining year.

For the foreign —invested enterprises encouraged by the state, if newly added registered capital has reached or has exceeded USD60,000,000, or newly added registered capital has reached or exceeded
USD15,000,000 and has exceeded S0% than the original registered capital , the income gained from newly added registered capital may be calculated separately, the enterprise shall enjoy the preferential business in-
come tax policy of 2 - year tax exemption and 3 — year half — collection regularly.

3. When business income tax abatement and exemption period comes to the end according to the regulations under Law of Tax, the product — export type foreign —invested enterprises only pay business income
tax at a half rate according to the regulations under Law of Tax if their output value from exported products have exceeded 70% of the total annual output. And the enterprises that pay business income tax at the tax
rate of 15% shall pay at a tax rate of 10% if they meet the above —mentioned conditions.

4. When business income tax abatement and exemption period comes to the end according to the regulations under Law of Tax, if a foreign — invested advanced technological enterprise still remains the qualifica-
tion as an advanced technological enterprise, it may enjoy an extension of business income tax collection at a tax rate of 50% for a further 3 years. And the enterprises that pay income taxes at a tax rate of 15% shall
pay at a tax rate of 10% if they meet the above — mentioned condition(s).

5. For for%igl —invested enterprises listed in the categories encouraged by the State, the business income tax may be collected at a tax rate of 15% within three — year period after the existing tax preference
comes to the end.

6. The foreign investors who reinvest their profit from the enterprises in the registered capital or the establishment of new foreign enterprises, with an operating period not less than 5 years, shall get a drawback
for 40% of the paid income taxes on their reinvestment.

7. The foreign investors who directly reinvest their shared profit for the propose of establishing an enterprise to expanded export or setting up advanced technology enterprise, with an operating period not less
than 5 years, shall have full amount of drawback from their paid income taxes on their reinvestment.

8. Examined and approved by competent authorities, the companies invested in Midwest regions with no less than 25% foreign investment can enjoy the same tax policy for enterprises with overseas investment.

9. For the projects encouraged by the state and listed in the DIRECTION CATECORY FOR FOREICN - FUNDED INDUSTRIES and involved technology transfer, the equipments, supporting technology, and
spare parts for self —use imported by enterprises, excluding the goods listed in the NON - EXEMPTED IMPORTED GOODS CATEGCORY IN FOREIGN — FUNDED PROJECT, are exempt from customs duties and
import value added tax.

10. When the enterprises with overseas investment that are encouraged by the State choose and purchase China homemade equipment, if this imported counterpart belong to the scope of exempt from customs du-
ties, the full amount of equipment of country added tax can be retumed.

When the enterprises with overseas investment take technology transformation and produce high — technology product which meets China industry policy, the income taxes can be instead of homemade equipment
that they purchased according to relevant regulations.

11. For those foreign —funded enterprises, foreign — funded research development center, advanced technology or product — imported type enterprise listed in DIRECTTON CATECORY FOR FOREIGN - FUND-
ED INDUSTRIES, when conducting technology transform and using the private fund out of the amount of investment to import those necessary equipments that can not be made in China or functions of homemade ma-
chine can not meet requirements for self —use as well as some related technology, replacement, spare parts, they can exempt from customs duties and import value added tax.

12. Approved by the State, the enterprises which is invested in advantage projects or advantage industries in Midwest region, can enjoy the preferential policies and corresponding treatment stipulated in DIREC-
TION CATEGORY FOR FOREIGN - FUNDED INDUSTRIES. (such as clause 2 item, item 9,10 and 11 in this tax policy)

13. For the research and developing center established by overseas investment, the imported equipments for self use as well as some related technology, replacement, spare parts that can not be made in China
or the functions of homemade counterparts can not meet requirements, can exempt from customs duties and import value added tax.

14. For overseas enterprises who transfer technology to our city can exempt from business tax; any enterprise with advanced technology or preferential terms can exempt from income taxes approved by tax admin-
istration of the State Council. Once enterprises with overseas investment (including research and developing center established by overseas investment) obtain technology transformation income can exempt from busi-
ness tax.

15. If technology develop expense of enterprises with overseas investment increases by 10% than last year. The 50% of actual technology develop expense can be permitted to offset the taxable amount of the
same year.

16. Those enterprises which enjoy the preferential policies that exempt from income taxes also can exempt from the local income taxes at the meanwhile. The productive enterprises with an operating period ex-
ceeding 10 years can exempt from the local income taxes for 10 years commencing from the profit — making year. After the time —limit of local income taxes exemption, for those enterprises whose exports exceed 50%
of a total annual output, can exempt from local income taxes of that year.

17. Foreign —invested enterprises enjoy the related preferable tax policies newly enacted and/or to be enacted by the state in succession for northeast traditional industrial base.
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