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Abstract

Since the first family trust was launched in 2013, family trusts have
received more and more attention as a new form of wealth inheritance.
Since 2018, when the official definition of family trust was first clarified ,
family trusts in China have embarked on the path of standardized
management, and the country has been promoting the development of the
family trust industry through policy guidance in recent years. Along with
the growth of domestic high-net-worth individuals' demand for family
property inheritance, the weakening of the advantages of setting up
offshore trusts for tax avoidance due to personal income tax reform and
the implementation of CRS, the turmoil in international investment
environment caused by the COVID-19 pandemic, as well as the
strengthening of cross-border investment regulation, China's family trust
industry has witnessed a year of explosive development. However, in
terms of the total amount and scale of the family trusts in China, it is still
in the initial stage of development. One of the reasons why the
development of family trusts is hindered is the lack of taxation system.
Trust, as a wealth inheritance system, cannot guarantee the safety of
property in terms of taxation, which naturally curbs the idea of setting up
onshore family trusts by some high-net-worth individuals.

Starting from an overview of family trusts, this paper traces the

origin of family trusts, clarifies the concept and classification of family



SN R A R S e FOR A FEREE A R T

trusts and analyzes the advantages of family trusts by means of case
studies. Secondly, this paper sorts out the tax categories and the legal
basis that may be involved in current operation of family trusts,
introduces other systems related to the family trust tax system, and points
out the adverse consequences caused by the disconnect between the
systems. Then, from the theoretical support of taxability of family trusts,
this paper analyzed the current situation of the lack of family trust
taxation system in China and its negative influence, and then indicates the
deficiencies of the existing system, including the lag of taxation
legislation, the imperfection of taxation supporting system and the defect
of the regulations of tax elements. In view of the above problems, this
paper takes the United States and Japan as the representatives of common
law and civil law countries, and makes a comparative analysis of the
family trust tax laws of these two countries, in which the author
summarizes the experience and inspiration, puts forward targeted
suggestions for constructing China's family trust tax system on this basis,
and gives design plan for reference by adopting the method of
supplement to the existing tax laws in combination with the feasibility of
tax legislation. To sum up, this paper aims at offering help to the
construction and improvement of China's family trust taxation legal
system and promotimg the development of China's family trust industry.

Keywords:Family trust; The tax system; Tax incentives
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