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Tax Newsflash

Land Appreciation Tax
and Deed Tax Relief
Extended to Promote
Mergers and
Acquisitions

China’s Ministry of Finance and the State Administration of Taxation recently issued two
circulars (Circulars 5 and 37) to extend various forms of tax relief relating to land appreciation
tax (LAT) and deed tax, to promote mergers and acquisitions (M&As). The circulars extend
most previous LAT and deed tax exemptions granted to real estate transfers in specified M&A
transactions, and also introduce certain new forms of relief for specified transactions (notably,
an LAT exemption for “splits”). The relief is retroactively effective from 1 January 2015 and will
expire on 31 December 2017.

LAT generally is imposed on a transferor of real property at progressive rates ranging from 30%
to 60% of the transferor's gain from the sale. Deed tax generally is imposed on a transferee of
real property at a rate of 3% to 5% of the real property's purchase price.



The LAT and deed tax relief provided by the circulars is summarized below. Some transactions
are eligible for LAT relief but not deed tax relief, or vice versa. However, LAT relief will not be
granted if the relevant entities are engaged in the real estate development business.

Types of restructuring or transaction Circular 5 Circular 37
(LAT on transferors) (Deed tax on transferees)

(i.e. a nonincorporated entity converts to
an incorporated entity or a limited liability
company converts to a joint stock

company (or vice versa), where the post-

restructuring entity assumes all legal Exempt, provided that original investors of the pre-
rights and obligations of the pre- restructuring entity(ies) remain as shareholders of the
restructuring entity) post-restructuring entity(ies)*

(i.e. division of an entity into two or more

entities)
Exempt No relief”
(i.e. assignment between a parent
; o L .
company and its 100% subsidiaries or No relief Exempt

between such subsidiaries; or between
an individual and his or her sole
proprietorship or his or her 100%-owned
companies)

Exempt for a creditor
receiving the real property;

Exempt (or tax reduced by
50%) for a noncreditor
receiving the real property,

No relief” provided the noncreditor
takes over all (or more
than 30%, for the 50% tax
reduction) of the
employees for an
employment period of no
less than three years

* For the deed tax exemption to be granted in a company reformation, the original investors must hold
more than 75% of the shares of the post-restructuring entity. In a merger and a split, the original
investors' relative shareholdings in the post-restructuring entity may change.

**No relief is provided in the relevant circular. Therefore, the general LAT or deed tax rules should apply,
unless other regulations or circulars provide otherwise.



Authors:

Beijing

Julie Zhang Ryan Wan
Partner Manager

+86 10 8520 7511 +86 10 8512 5541

juliezhang@deloitte.com.cn guwan@deloitte.com.cn

If you have any questions please contact:

Shanghai

Vivian Jiang

Partner

+86 21 6141 1098
viviiang@deloitte.com.cn

Beijing Shanghai Hong Kong

Kevin Ng Jeff Xu Sarah Chin

Partner Partner Partner

+86 10 8520 7501 +86 21 6141 1278 +852 2852 6440
kevng@deloitte.com.cn [exu@deloitte.com.cn sachin@deloitte.com.hk

Homepage | Add Deloitte as a safe sender

o) : You youxu
o HdHA & =

Deloitte Touche Tohmatsu Certified Public Accountants LLP
30/F Bund Center

222 Yan An Road East

Shanghai 200002, China

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of which is
a legally separate and independent entity. Please see www.deloitte.com/cn/en/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.

Privacy

Thank you for your interest in Deloitte China services. Deloitte China would like to continue to use your personal information (in particular name and contact details)
for the purpose of sending you marketing and regulatory updates, invitations to seminars and other events organized, sponsored or promoted by Deloitte China. If
you do not wish to receive further communications from Deloitte China, please send a return email to the sender with the word “Unsubscribe” in the subject line.

If you would like to update your personal information, please click here.

Deloitte China refers to Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in Macau, Deloitte Touche Tohmatsu Certified Public Accountants LLP
in the Chinese Mainland and their respective affiliates practising in Hong Kong, Macau and the Chinese Mainland.

© 2015 Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in Macau, and Deloitte Touche Tohmatsu Certified Public Accountants LLP in the
Chinese Mainland. All rights reserved.



