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China Tightening Anti-avoidance Enforcement — GoldmanSachs’ case

The tax authority of Luohe City Henan Province is contemplating to impose RMB 420 million on
GoldmanSachs for its indirect transfer shares of a Chinese company.

ABOUT TAXAND

Taxand is a global network of leading tax advisors from independent member firms in approaching 50
countries. Our tax professionals-more than 300 tax partners and 2,000 tax advisors-grasp both the
find points of tax and the broader strategic implications, helping our clients mitigate risk, manage their
tax burden and drive the performance of their business.

We're passionate about tax. We collaborate and share knowledge, capitalising on our collective
expertise to provide our clients with high quality, tailored advice that helps relieve the pressures
associated with making complex tax decisions.

We're also independent-ensuring that our clients adhere both to best practice and to tax law and that
we remain free from time-consuming audit-based conflict checks. This, coupled with the compact
structure of our member firms, enables us to deliver practical advice, responsively.

Taxand has achieved worldwide market recognition in 2008. We have won the International Tax
Reviews (ITR) best newcomer awards for delivering best-in-class cross border advice throughout
Europe, across the Americas and over Asia Pacific. Our member firms have also been shortlisted for
33 national ITR awards this year. Moreover 85% of Taxand firms are ranked in the top tiers of World
Tax 2009, the ITR’s global guide to the world’s leading tax firms.

Further information is available at www.taxand.com .
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GoldmanSachs has disposed shares of Henan Shuanghui Investment Development Co., Ltd (“Shuanghui
Development”), which is registered in China, in the last 3 years through transferring shares of intermediate
holding company. The intermediate holding company is ShineB Holdings | Limited (“ShineB”) registered
in British Virgin Islands and Rotary Vortex Limited (“Rotary Vortex”) registered in Hong kong. In year
2006, GoldmanSachs indirectly held 31% shares of Shuanghui Development, through indirectly
transferring the shares, by the end of 2009, GoldmanSachs only indirectly held 3.3% shares of Shuanghui
Development.

China introduced general anti-avoidance rules (“GAAR”) in 2007 when issuing the new Enterprise Income
Tax law. Guoshuihan [2009] No. 698 was issued on December 12, 2009 in relation to GAAR. According
to circular Guoshuihan [2009] No. 698, article 6, where the foreign investing party (who is the actual
controlling party) indirectly transfer the equity of the Chinese resident enterprise by arrangement such as
abuse of the organization form for an unreasonable commercial purpose to evade the taxation obligation of
paying the enterprise income tax, the competent tax authorities may, upon to the State Administration of
Taxation for examination, re-define the nature of such equity transfer transaction in accordance with the
economic substance thereof and deny the existence of the offshore holding company used for such
taxation arrangement.

Currently the tax authority is collecting the relevant documents to see whether ShineB and Rotary Vortex
have substance. And according to tax experts, as GoldmanSachs indirectly holds many Chinese
companies through intermediate holding company, it may become a full investigation on GoldmanSachs’
investment structure in China.

It is not the first case, in May 2010, Jiangdu Municipal Jiangsu Province tax authority imposed RMB 173
million on a multinational company for indirectly transfer the equity of a Chinese company.

Hendersen comment: Multinational companies shall examine its investment structure and to be very
carefully in disposal shares of Chinese company through intermediate holding company.
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The information contained in the newsletter is of general nature only. It is not meant to be
comprehensive and does not constitute accounting, tax, legal, investment, consulting or other
professional advice or services. Although we endeavor to provide accurate and timely
information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act upon such
information without appropriate professional advice after a thorough examination of the
particular situation.

About Hendersen Taxand

Hendersen Taxand is a China member firm of Taxand which still “fills a niche market” in corporate
tax, M&A, investment advisory, human capital, customs and outsourcing technology-based
solutions. We are a group of experienced professionals who used to work for the top fortune 100
companies and the big 4 accounting firms. We are committed to add value - tremendous value - to
our clients. Hendersen Taxand is one of the top ten tax practitioners in China.

For more information visit www.hendersen.com or www.taxand.com.
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