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Welcome to 2022 issue 5 of Weekly Alert covering technical development in
taxation around the globe.

TAX - PRC

Announcement on Tax Policies for the Pilot Program of Infrastructure Real Estate Investment

Trusts (REITs) (M * B#RSHH 1 #ART 105 & (REITS) 2Bfcrc R 2 2)

On 26 January 2022, the Ministry of Finance and State Taxation Administration jointly announced the tax
policies for the pilot program of Infrastructure REITs. Details are as follow:

1) Before the establishment of REITs

Special tax treatments apply when the original owner transfers the infrastructure assets to the project
company to obtain the project company’s equity.

Assets involved Tax base

Infrastructure assets obtained by the project | The original tax base of the infrastructure
company assets
The project company’s equity obtained by the | The original tax base of the infrastructure
original owner assets

The original owner and the project company do not recognize gain and do not pay corporate income
tax at this stage.

2) During the establishment of REITs

Special tax treatments apply in the following situations.

Valuation gain derived from Tax treatments

The original owner transferred the equity of the | Corporate income tax (“CIT”) payment
project company to the infrastructure REITs can be deferred until the infrastructure
REITs complete the fundraising and pay
the equity transfer price

The asset transfer corresponding to shares of | CIT payment can be deferred until the
infrastructure REITs held by the original owner in | actual transfer occur
accordance with the strategic placement requirements
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3) REITs operation and distribution

Taxes involved in the operation and distribution of REITs should follow the current tax laws and
regulations.

This announcement applies to infrastructure REITs pilot projects organized by the China Securities
Regulatory Commission and the National Development and Reform Commission in accordance with the
relevant regulations and takes effect from 1 January 2022.

PAFCEs AR A D4 2022 £ ¥ 355
http://www.chinatax.gov.cn/chinatax/n362/c5172552/content.html

TAX - International ’

1. ATO updated its compliance approach relating to foreign investment in residential real estate

On 31 January 2022, the Australian Taxation Office (“ATO”) updated its website with information about
its compliance approach regarding foreign investment in residential real estate.

General obligations and responsibilities that foreign persons have when investing in Australian residential
real estate include:

- Notify ATO, or request approval from the Treasury before purchasing any Australian residential real
estates

- Follow and comply with the conditions listed on the approval from ATO, including a No-Objection
Notification or an Exemption Certificate

- Register the investment with ATO and lodge a Vacancy Fee return annually

Foreign investment in residential real estate: Our compliance approach
https://www.ato.gov.au/General/Foreign-investment-in-Australia/Foreign-investment-in-residential-real-
estate--Our-compliance-approach/

2. Important changes on the US Earned Income Tax Credit

On 28 January 2022, the Internal Revenue Service announced new law changes to expand the Earned
Income Tax Credit (“EITC”) for 2021 and future years. These changes include:

e The amount of the credit has been increased, and the phaseout income limits at which taxpayers can
claim the credit have been expanded.

e  More workers and working families who have investment income can get the credit.
Married but separated spouses can choose to be treated as not married for EITC purposes.

e Single people and couples with children who have Social Security numbers (“SSNs”) can claim the
credit, even if the children do not have SSNs.

EITC Awareness Day: Important changes mean more people qualify for credit that helps millions
of Americans
https://www.irs.gov/newsroom/eitc-awareness-day-important-changes-mean-more-people-qualify-for-
credit-that-helps-millions-of-americans
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RSM Tax Advisory (Hong Kong) Limited

RSM Hong Kong’s dedicated and experienced tax specialists can:

Advise on tax efficient holding and operational structures for new cross-border investment, including the
formation of Hong Kong and Chinese business entities.

Review existing cross-border investment structures, advise on identified deficiencies, quantify any potential
exposure from such deficiencies, and further advise on restructuring approach and procedures.

Assist clients to discuss and clarify matters with tax officials, including transfer pricing and advance rulings.
Act as client representative in tax audits and tax investigations.

Provide transaction support services on mergers and acquisitions, including tax due diligence, deal structure
advice, tax health checks, related human resources arrangements and other tax compliance and consultation
services.

Provide tax expert witness services at Courts.

Act as tax advisor on transfer pricing and tax compliance reviews for IPO applications.

Advise on human resources and structuring employment arrangements in a tax-efficient manner,
Advise on tax equalization schemes.

Provide tax compliance services for individual and corporate clients in Hong Kong and China.

The aim of Weekly Alert is to alert readers to recent developments. The information is general in nature, and it
is not to be taken as a substitute for specific advice. = RSM Hong Kong accepts no responsibility for any loss that
occurs to any party who acts on information contained herein without further consultation with us.  If you have
any comments or require further information, please contact:

Mr. Eric Chen Mr. Samuel Chan Ms. Lilian Poon Mr. Patrick Ho

T +852 2583 1259 T +852 2583 1242 T +852 2583 1241 T +852 2583 1258

E ericchen@rsmhk.com E samuelchan@rsmhk.com E lilianpoon@rsmhk.com E patrickho@rsmhk.com
Mr. Caesar Wong Ms. Catherine Tsang Ms. Joanna Lee Mr. Alan Chow

T +852 2508 2851 T +852 2583 1256 T +852 2583 1317 T +852 2583 1378

E caesarwong@rsmhk.com E catherinetsang@rsmhk.com E joannalee@rsmhk.com E alanchow@rsmhk.com
Ms. Catherine Wong Ms. Shirley Lo

T +852 2583 1396 T +852 2583 1211

E catherinewong@rsmhk.com E shirleylo@rsmhk.com

RSM Tax Advisory (Hong Kong) Limited

29th Floor, Lee Garden Two
28 Yun Ping Road
Causeway Bay, Hong Kong

T:+852 2598 5123
F: +852 2598 7230
E: solutions@rsmhk.com

rsm.global/hongkong

RSM Tax Advisory (Hong Kong) Limited is a member of the RSM network and trades as RSM. RSM is the
trading name used by the members of the RSM network.

Each member of the RSM network is an independent accounting and consulting firm, each of which practices
inits own right. The RSM network is not itself a separate legal entity of any description in any jurisdiction.

The RSM network is administered by RSM International Limited, a company registered in England and Wales
(company number 4040598) whose registered office is at 50 Cannon Street, London EC4N 6]].

The brand and trademark RSM and other intellectual property rights used by members of the network are
owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of
Switzerland whose seat is in Zug.

© RSM International Association, 2022
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