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2. the 21% Session of the Standing Committee of the
13™ National People's Congress adopted the "Law of
the People's Republic of China on Deed Tax",
which provides that:

(1) Where a transfer of ownership of land and housing
takes place within the territory of the People's
Republic of China, the entity or individual receiving
the transfer is a deed tax payer. A transfer of
ownership of housing shall mean the following acts:
sell of land-use right; transfer of land-use right,
including sell, gift and exchange; house sale, gift, and
exchange. Where the ownership of land or housing
is transferred as investment (equity investment),
repayment of debts, allocation or award, deed tax
shall be levied under this Law.

(2) The tax rate shall be 3% - 5%.

(3) Deed tax shall be exempted in any of the
following circumstances:

(D The receiving party is a non-profit school, medical
institution, social welfare institution, and the purpose
of the land or housing rights is for office, teaching,
medical activity, scientific research, elderly care and
asylum,;

(2 Change of ownership of land or house between
husband and wife during the period of marriage;

3 A legal heir inherits the ownership of land and
houses;

(4) The time when the taxpayer is obliged to pay deed
tax shall be the date on which the contract of
transfer of land and housing ownership is signed,
or the date on which the taxpayer obtains other
certificates of the nature of the contract of transfer of
land and housing ownership. The taxpayer shall
declare and pay deed tax before completing the
formalities of land and housing ownership registration.
(5) Where the transfer contract of ownership or the
certificate of the nature of the transfer contract of
ownership fails to become effective, is invalid,
cancelled or dissolved before the registration of the
ownership of land or housing, the taxpayer may apply
to the tax authorities for the refund of the deed tax
already paid, and such application shall be
appropriately handled by the tax authorities.

(6) This Law shall go into effect as of September 1,

2021.
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Brighture’s 7™ Salon for 2020 was held from 14:00 to
16:00 on August 28, 2020 in Qingdao Shinan Office
under the theme of “Equity structure design and
adjustment”.

The resource person for this event was Susan, General
Manager of European and American Department of
Brighture, who has lawyer’s qualification in both China
and Australia, and was the Legal Director for South-East
Asian and Grant China Region of Kellogg, one of the
Fortune 500. With decades of legal practices and
experiences in business operation and administration, she
has the original concept of service in company
management, equity structure design, legal risk
prevention and control.

She delivered the lecture from legal, taxation and

types
structure, differences and functions of the domestic

business aspects, covering of ownership

basic ownership structure, design and adjustment of
the ownership structure, and other problems of the
ownership structure.

(1) Types of the company equity structure: there
are domestic equity structure and foreign equity
structure; among them, domestic equity structure can
be divided into direct structure of natural person,
indirect structure of holding company, indirect
structure of limited partnership and mixed structure.

(2) Natural Natural

person direct structure:

person shareholders directly invest in entity
operating company, which is generally adopted by
Chinese entrepreneurs in the early stage of business
start-up. However, there are drawbacks to this
structure such as:

@ Not conducive to the financer’s wealth security;
@The company and the financer take double
financial risk; ®Not conducive to information-
based management; ®DReinvestment funds are
restricted; ®Companies are afraid to go public;
®Easily lead to shareholder conflicts.

(3)Indirect structure of holding company: Prior to
the establishment of an entity company, natural
shareholders

which

person first establish a holding

company, in turn invest in an entity
operating company; The shareholding company is
also called shareholding operating platform, which
does not do any business at all, and its sole purpose

is to invest in other business entities.
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The advantages of this equity structure are:

@®Dividends are tax-free; ®@Serve as capital pool
and capital turnover station reinvestment; ® When
transferring and increasing capital, it enjoy duty-
free policy; @When the entity company is de-

registered, the shareholder investment loss may be
deducted before tax from the corporate income tax.
4) In
shareholding purpose (capital strategy) should be
Different

purposes require different forms of shareholding

designing shareholding structure, the

taken into account. shareholding
structures. Under an ambiguous capital strategy,

direct structure of natural person can be
considered at the beginning, and then be adjusted
to equity structure according to the needs of the
company's development. Generally speaking, the
point of time to change from direct structure of

natural person to indirect structure of holding

company is before the company introduces
investors or generates net profit.
As a professional service agency, Brighture

provides equity structure design and adjustment
scheme according to the enterprise's development
strategy, business model and organizational
structure taking into account legal, financial and
managerial concerns, and provides assistance in the
implementation of the plan to enable shareholders

control their business at minimum tax burden.
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Offline Salon: The 8" Brighture Salon in 2020

Topic: Tax planning for small and micro

Time: 19:00-20:00, September 24,2020(Thursday)
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Q: Our company allows its wholly-owned
subsidiary use the houses owned by the
company free of charge. How should the
urban maintenance and construction tax be
paid?

A: According to article 14 of The Notice of the
State
Pilot

Ministry of Finance and the

Administration of Taxation on the
Implementation of Value-added Tax Reform
(CAISHUI [2016] No. 36) (Annex 1:
Implementation Measures for Pilot Value-added
Tax Reform): Entities or individual business
households providing free services to other
entities or individuals (except for those used
for public welfare or those targeting the
public) shall be regarded as sales of services,
intangible assets or immovable property. The
grant by your company of its own houses to a
wholly-owned subsidiary free of charge shall
be regarded as sales and pay VAT
accordingly. Since urban construction tax is
surtax to VAT and consumption tax,
therefore, so as long as value-added tax is
actually paid, urban construction tax needs
to be paid based on the value-added tax

actually paid.
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Qingdao Contact Details:

District, Qingdao
®, 75 Tel: +86-532 8597 9808
¥l Email: cpaqd@brighture.com

www.brighture.com

Disclaimer: BRIGHTURE Newsletter is for reference only. Please rely on
the relevant laws, regulations and the decisions by local administrations.
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Work
Anniversary at
Brighture:

e Jessica Li (Operation
Dept.)
— 14 Years

e Amy Zhang ( Chinese
Dept.)
e
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Room 602,Fulin Building,No.87 Fuzhou Road, Shinan



