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Abstract

Real Estate Investment Trusts (REITs) are trust funds that raise funds
from investors by issuing income certificates. These funds are used by
investment institutions to invest in real estate and distribute the investment
returns to the investors. REITs enable the securitization of real estate,
offering strong liquidity and stable returns, which are desirable
characteristics. They allow individual or institutional investors to directly
invest in the real estate sector and provide financing channels for it. REITs
contribute to the implementation of China's decisions to prevent risks,
deleveraging, stable investment, and filling gaps. They support the
construction of a new model in the real estate sector in line with the
"housing is for living, not for speculation" policy, as well as the
development of a modern infrastructure system, promoting high-quality
development of infrastructure.

Domestic and international research experience indicates that tax
policy is a significant factor affecting the development of REITs. Excessive
tax burdens can reduce the enthusiasm for the industry's development,
while too low a tax burden not only violates the principle of tax fairness
but also leads to a loss of national tax revenue. Therefore, only a reasonable
tax system can promote the high-quality development of REITs.

In June 2021, the first batch of nine infrastructure public REITs
products was piloted in China, forming a market scale of a hundred billion.
The Ministry of Finance and the State Taxation Administration have also
issued specific tax policies for the infrastructure REITs sector. However,
compared to mature REITs markets abroad, China still has deficiencies in
the development of REITs and the construction of supporting tax systems,

and there is room for improvement in the high-quality development of
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infrastructure REITs. Therefore, this article starts with the REITs product
itself, understanding the steps for the listing and issuance of public REITs,
analyzing and sorting out the specific tax issues involved, and proposing
suggestions for improving the tax system.

This article uses case study methodology, selecting the Guojin Tiejian
Chongqing-Yusui Expressway REITs listed and issued on the Shanghai
Stock Exchange as a research case. It first introduces the concept and
content of REITs to lay a theoretical foundation for subsequent research.
Then, through the study of infrastructure public REITs products, it
determines that their transaction structure is divided into three stages:
establishment, operation, and exit, and analyzes and sorts out the tax issues
involved in REITs from a theoretical perspective. Based on publicly
disclosed data, the article then conducts a specific calculation of the taxes
paid by the Guojin Tiejian Chongqing-Yusui Expressway REITs during
these three stages, summarizing and analyzing the problems with China's
current REITs tax system.

The analysis reveals that during the establishment phase of REITs, the
tax burden is heavy in the asset restructuring phase, and the scope of
application for asset transfer is unclear. The No. 3 document issued by the
Ministry of Finance and the State Taxation Administration in 2022 only
stipulates the corporate income tax for the establishment phase, asset
transfer, and equity transfer, lacking targeted provisions for value-added
tax (VAT) and land value-added tax, which ultimately increases the cost for
the original equity holders to establish REITs. In the operation phase, there
are i1ssues such as double taxation of VAT, unclear tax entities, and risks of
VAT invoices for management fees, which reduce the yield of REITs. For
the exit phase, there have been no cases of infrastructure public REITs
exiting, making it impossible to conduct a specific analysis.

The paper concludes with corresponding policy recommendations for
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the aforementioned issues, arguing that a reasonable level of taxation is a
crucial determinant in promoting the development of infrastructure REITs
in China. Firstly, it is necessary to optimize the tax system for public REITs
in China, starting from the public REITs framework and proposing
countermeasures and suggestions for three aspects: the establishment phase,
the operational phase, and strengthening tax supervision. For the
establishment phase, it is suggested to relax the policy scope as much as
possible for restructuring types, as long as the restructuring activities are
genuine, but deferral of tax payment should not be allowed for non-original
equity holders with tax-paying capacity participating in strategic
allotments, thereby clarifying the scope of asset transfers; allowing project
companies to apply for a value-added tax (VAT) input tax refund in the first
year, and not imposing or deferring the collection of land value tax on the
transfer of project company equity. For the operational phase, the "conduit
theory" should be applied to view the REITs structure transparently, to
prevent the same income from being taxed multiple times at different levels;
clarifying the tax-paying entity will help simplify the tax hierarchy. Finally,
the tax collection and management system should be improved, and anti-
avoidance policies should be formulated to prevent evasion of tax

obligations.

Keywords: Public REITs; The tax burden; In the field of infrastruc

ture
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