Deloitte.

mE | BEE5HSEE | 2017F 12734 H English

BERNZ EEHRBRT
] 1 Ml R SRR TR 55 5N

Making another century of impact
EHEFERX FEIFLT

B
EESWHET 12 A 2 DERBLEN 51T 49 TEYT CHBRRL
5 (CSWRER ) . HTREXRIMEENRRERENE

o, 2UpCEARERE—ZI#TTIIMEXRER. KXWk 11 A 16
HIX 227 Lk 205 Z@BE T ARWBERE  (HR.1; “RiXBOE
%” ) o

B ERE T—HEE

SWFCERRFRIMAZER SRR SRNBEAR—H, ZZERSFERX
WS EEZRRAERN . RN ZERS AR REIT—
PMEXPASIW, HAEEHMURAMREE 12 A 4 BRERREAGRINEAS
Wo WEGNFENERTFTEAARHE. FREBNNHER 2017
FHERAIRBUERK A IETUEE,

S HEEVBRRREENEEZERIVEE

SWHDERMARINBUEARTLTUR R AT e Xt B bl E SR E P4 4H
AT AT 25 XERBEVISRAEXN —ERNERHE F
REFBIAE. BREME, RPN ARRSRERRRRITTIR)

o VVFREBIRE - M 35%IFRE 20%H B8 —FiE. R\ANBTE
Z, ZBERKT 2017 £ 12 A 31 HEMABFEABER. M
RIEFESWBTEAR, ZHERKFT 2018 F 12 F 31 HEHARFE
FiaER. MPESRIRIMNIEREERERER, EESWAEHRH
KRR IARRESIM R AOCE P E AR T, FHithE
REENIZHE SR S E IR BIER A



REMERMB ( “AMT” ) - —RR, REEREBE— M
BT TR FSMIHRANTTE, RENEN T HIERLERR
ANBE AT ERBBIIERRE RN EBFBAEH . KIXBTE
FHT 2017 £ 12 F 31 HEMPBRFEFRERBERBMERR
Blo ZWBARPUARDNERRSE, ERBERRRES U
REBWHNRENZWRE T TFK.

MFLEFIWHEFN—RMERBE - SECUIBESHER~NEE
RAZAR AR (BB T RB - RRITIHFRE—
ERRFSHAFAIER) « XTHREFIIRKT 202212 3 31 H
FEHEER. FERREENAEAZEMYNTEZEINEARENTE
Mo

FEEA - THMREAR A 30%H “FEENABASEH
(BT ERTHFEHRASTR T —ERFHESINEL)  RIEX
WEUARMSWBOAR, XTURERT 2017 F 12 A 31 HEW
PHRFEFIRERN. ERAZEFTEHEFUANEBRBRKE, 7
REFEEFHEARNEXERA SRR ZH.

EERRTIEBRIIR - EXMFOERMSWGERT, XEEREA
FIEMNBAIIBRAE (58 199 SHBEAE) KABER. ZRE
EAWBCAR TP T 2017 £ 12 A 31 HERNMHFEFA
AR, MESWECAR TR T 2018 F 12 F 31 HEHAKRFE
FHEER.

NEWFSHNRE - RFMTEERKTATBOINE, Eg
SHBEEATARSEREEREFEEERK 20 F. £SRH
PRiviREH, U AERANE VS SRIRASEINRALSFN
NS 90% (RFSWEDER, EFENRIRIFE
7180%) , ERAREANE LS SR IALRBER.. ATH
IFRRE WSS IR A BETH RAVAR R, B AT LS BN
kol | 2 NI H NS

MAREFL - EENE, HLREANTRATREXIBERNS
WBEARPRERE.

BERM/OHEHR - AWGARFYEE N EHEFINRE R

(BrIF 5 £ E R 7 M 5B SEFrRBRMIER A RSN KB ) X
TR E AR (BRF SMEMETD EV 20%[95H%E R .
IR ZEFROH B SR R AR RB R ENM TR B8 ZH
FEE—ERMW.

BHAER - XE W MEFE 10%k L ERGREAIIFEEE £

(BE—EFEHNER) FRBIEEERREIREKRE R 100%
HITHANRR. APEREIEFRENEEARAEXERINEE TR
A, ZRWIEELAER.

TER - £REMEREENERESR, SERWESSINARETE
A XA REIRIUTFEHARPCEXE, FEXE (X
BRIETR) Nit. MHARILERE 8 FHIRMAS TR ~4
MAFEXF. EPFERREMENEZE LB EXERINEETLR
A, ZIRWESELHER.



EEEM

BT SRR INFOERMSWBOARERIIKE 400 21, FIKERFIER
MU LR RN — LSRR HE. & LR SUREW LS,
HABRZBE AR A DLW RERFBEHITER, AT FXEFmE
REXIA FARREEXERERT LMW,

BKRHGX

MREBHFETBEEB VRIS, NEEWHZMIEALTEENN
XHERE, RPKARBEHPENEEBRNEIRS NARR:

g4t David Allgaier

EIKA

HiE: +86 21 6141 2788

HHE: dallgaier@deloitte.com.cn

s$ri£~z Ivan Strunin
BHEFHSHO (PAXK) i
Bi%: +852 2852 6783

FEBHE: istrunin@deloitte.com

MEZF Sharon Lam

Bk

Hi%: +852 2852 6536

B AR : shalam@deloitte.com.hk

ikE# Julie Zhang
&4 Ils

JON T

Hi%5: +86 21 6141 1227
HHR: julzhang@deloitte.com.cn

B Jean Luo

EREE

Hi%: +86 10 8520 7605
HHR: jealuo@deloitte.com.cn

A E

SRR Z B % 52 [ % [ B ML ARl ) 0 35 E B SO A2 AR 2 X SR 4R
ARBREERMPE? [HEFHFRAZEEBKRS] BLR 5%
DEHMNPTURER. REANEFEHRRE, HFEXTESZEEHR.

e 12H2FH — [EBHHRFRAEEFTRFRI] KHLIF: S
Brim I H i iR 28

e 11H29H — IEHHFHRALEEHRNRT] EERBUEE
IR

THREZ



https://mp.weixin.qq.com/s?__biz=MjM5Mjc3ODIzMA==&mid=2651241479&idx=1&sn=4fb1576c8bd38ae54a120d5bd647e18a&chksm=bd530e9e8a248788f2b150646df00e0cc23d0cc49c5cbe394e1b2d23a3c24086146e8b972e74&mpshare=1&scene=1&srcid=12043nXvSZqO960fuPVyNJKL&pass_ticket=ctXA
https://mp.weixin.qq.com/s?__biz=MjM5Mjc3ODIzMA==&mid=2651241479&idx=1&sn=4fb1576c8bd38ae54a120d5bd647e18a&chksm=bd530e9e8a248788f2b150646df00e0cc23d0cc49c5cbe394e1b2d23a3c24086146e8b972e74&mpshare=1&scene=1&srcid=12043nXvSZqO960fuPVyNJKL&pass_ticket=ctXA
https://mp.weixin.qq.com/s?__biz=MjM5Mjc3ODIzMA==&mid=2651241442&idx=3&sn=a1d9b43e405ff2a223f4a94e4b69866f&chksm=bd53097b8a24806dc4fd006344f3d11a200de7e58a3f19f80c74ec3fbc3ca4a54dfb5f6350af#rd
https://mp.weixin.qq.com/s?__biz=MjM5Mjc3ODIzMA==&mid=2651241442&idx=3&sn=a1d9b43e405ff2a223f4a94e4b69866f&chksm=bd53097b8a24806dc4fd006344f3d11a200de7e58a3f19f80c74ec3fbc3ca4a54dfb5f6350af#rd

10 R B Im——E = IRR, RBAEEEE LR
%Eﬁ%ﬁﬁl%? SHEETEHRE ((NPRFECHR) »

000DOBGB®OHG

Deloitte :f ) ] BIRAT (B4 %'9‘4&‘;

NE "o

N

WMAREFEM AR, BEREIA.

7 ORI« BRI TSR
b K B 5 2 SR,

RERFENET MR, EABHERAR. HARATRENXEI
FEIRBHERTE AN ERS . (ETE 4 AL SRR 7 B AT

N4&") FAREIL
KAEIBTE.

(

ST (B « EBE) o XEKRASRUIMT ORI « EHEKITINESH kK
i) ARAXETE RE— WATI

MEHBEAHLERI X FZEEANER, B0 SRR AR B E E BUHTTE

Deloitte.

China | Tax & Business Advisory | 4 December 2017 [22lvg

Tax Newsflash on US Tax Reform
China outbound impacts

Making another century of impact

BHEFR FEHLT


https://www2.deloitte.com/us/en/pages/tax/articles/tax-news-and-views-newsletter.html
http://www2.deloitte.com/cn/zh/pages/about-deloitte/articles/about-deloitte.html
http://www.deloitte-china.com/contact/data.html
https://www.facebook.com/deloittechina
https://twitter.com/deloittechina
https://www.linkedin.com/company/deloitte_china
https://www2.deloitte.com/cn/zh/social-media
http://e.weibo.com/chinadeloitte
http://i.youku.com/deloittechina
http://www.youtube.com/deloittechina
https://www2.deloitte.com/cn/zh/footerlinks/contact-us.html

Background

In the early morning of December 2, the Senate passed its
version of the Tax Cuts and Jobs Act (the "Senate Act") by a
vote of 51-49. In order to achieve the votes needed for
passage, several last-minute and significant modifications
were made to prior versions of the Senate Act. Last month, on
November 16, the House of Representatives passed its version
of the bill (H.R. 1; the "House Act") by a vote of 227-205.

Timing and next steps

The Senate Act must now be reconciled with the House Act
through the process of a conference committee, which will
consist of a small working group of key members from both
the House of Representatives and the Senate. Republican
leaders from the House of Representatives insist there will be
a formal conference and have told members they will vote to
initiate the conference on December 4. The duration of the
conference committee will take shape in the coming week. The
Trump Administration remains committed to enacting tax
reform by the end of 2017.

Summary of key provisions applicable to Chinese
investment in the United States

Several of the provisions of both the Senate Act and the House
Act could have implications for Chinese investment into the
United States. The following is a summary of some of the
provisions related to federal corporate income tax addressed in
the proposals (provisions related to pass-through entities, tax-
exempt entities, and individuals are not the subject of this
alert):

e Tax rate - reduced to a 20% flat rate from 35%. This
rate would generally be effective for tax years beginning
after December 31, 2017 under the House Act and for
tax years beginning after December 31, 2018 under the
Senate Act. The rate reduction may have adverse
impact on future earnings repatriated back to China
under the current Chinese foreign tax credit rules.
Hence, Chinese investors should evaluate their current
US investment holding structures.

¢ Alternative minimum tax ("AMT") - very generally,
AMT is a separate and parallel taxable income and tax
calculation that is intended to prevent certain taxpayers
from avoiding US federal income tax through excessive
deductions. The House Act would repeal AMT for tax
years beginning after December 31, 2017. The Senate
Act contained a similar repeal provision but AMT was
retained (i.e., no repeal provision) as part of last-minute
bargaining in the run up to the Senate vote.

¢ Immediate expensing of certain business assets -
US corporations would be permitted to immediately
deduct (i.e., in lieu of depreciating over the useful life
and subject to certain limitations) the full cost of
acquired qualified property. This provision would
generally expire after December 31, 2022. Chinese



investors may consider the impact of this development
in their capital expenditure planning.

Interest expense - a deduction for interest expense
would be limited to 30% of "adjusted taxable income"
(exemption applies to businesses with average annual
gross receipts below certain threshold amounts). This
provision is generally effective for tax years beginning
after December 31, 2017 under both the House Act and
the Senate Act. Restructuring the current US financing
arrangements may be required to maintain the level of
tax deduction on interest.

Deduction for domestic production - under both the
House Act and the Senate Act, the deduction for
domestic (US) production activities (i.e., the section 199
deduction) would no longer be available. This provisions
would be effective for tax years beginning after
December 31, 2017 under the House Act and for tax
years beginning after December 31, 2018 under the
Senate Act.

Limitation on the use of net operating loss
("NOL") - under current US federal income tax law,
NOLs are generally available to be carried back two
years and carried forward 20 years. Under both
proposals, a NOL deduction would be limited to 90% of
a taxpayer's taxable income (80% for later years under
the Senate Act) and unused NOLs could be carried
forward indefinitely. Income acceleration strategies may
be relevant to prevent from losing future tax benefit on
NOLs.

Research and development - importantly, the
research and development credit would be preserved
under both the House Act and the Senate Act.

Base erosion/excise tax - the House Act would
impose a 20% excise tax on certain deductible
payments (other than interest and other items) made by
US corporations to related non-US corporations (unless
otherwise taxed as effectively connected to a US trade
or business). The proposed excise tax may have an
impact on the supply chain and intangible holding
arrangements.

Territoriality - a 100% deduction would be permitted
for non-US sourced dividends received by US
corporations from certain 10% or greater owned non-US
corporations (subject to a holding period requirement).
This is important for Chinese companies that own US
groups with non-US subsidiaries.

Transition tax - related to a transition to a territorial
tax system applicable to US corporations, accumulated
non-US earnings generated prior to enactment that are
held in cash and other assets would be deemed
repatriated and taxed accordingly (at a lower rate).
Taxpayers may elect to pay the resulting tax liability
over an eight-year period. This is important for Chinese
companies that own US groups with non-US
subsidiaries.



Important note

As currently drafted, each of House Act and Senate Act is over
400 pages in length. As such, it is important to note that the
overview provided above is a summary of some fairly complex
issues and, as such, taxpayers are strongly advised to consult
with a qualified US tax advisor as to how these (and other)
provisions, if and when enacted, could impact existing or future
investment in the United States.
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Archives

How is the US tax reform progressing? How will this significant
reform impact US inbound investment and cross-border
businesses? [Deloitte Tax Newsflash on US Tax Reform]

shares with you our professional insights. Check out the
archives below and stay tuned for more updates.

o Dec 2 - [Deloitte Tax Newsflash on US Tax Reform]
Senate passes tax bill
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e Nov 29 - [Deloitte Tax Newsflash on US Tax Reform]
Current status

Read more

Check out Tax News & Views - Capitol Hill briefing to access
the latest developments published by Deloitte US's Tax Policy
Group in Washington DC.
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