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NOMENCLATURE

ARI — Portuguese initials for Resident Permit for Investment Activities: “Autorizacdo de

Residéncia para Atividades de Investimento”.

CIRS — Portuguese initials for the Individual Income Taxation Code: “Codigo do Imposto

sobre o Rendimento das Pessoas Singulares”.
DTA — Double Taxation Agreement.
FSB — Financial Services Bureau.

IMI — Portuguese initials for the Municipal Property Tax on the possession of Real Estate

Properties: “Imposto Municipal Sobre Imoveis™.

IMT — Portuguese initials for the Municipal Property Tax on the Acquisition of Real Estate

Properties: “Imposto Municipal sobre as Transagdes Onerosas de Imoveis”.
LAT — Land Appreciation Tax.
NAYV — Net Assessable Value.
REIF — Real Estate Investment Funds.
SAT — State Administration Taxation.
SSD — Special Stamp Duty.
TIVUL — Tax in the Increase of Value of Urban Land (Spanish tax).

VAT — Value-Added Tax.
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ABSTRACT

During the last years, Portugal and Spain have been gaining an increasing importance in the
agenda for Chinese real estate investors. These investors seek for the stability and low risk
associated with this asset’s class in Europe. Moreover, Portugal and Spain have implemented
special programs, commonly known as “Golden Visas”, to attract foreign investors. The

mtroduction of certain tax incentives was also relevant.

Therefore, the objective of this Dissertation is to compare the tax policy for real estate in
Portugal, Spain and China, regarding individual investors and to determine which tax benefits
exist and the global tax impact in the investment decision for real estate assets in the three

geographies.

We created a fixed real estate portfolio based on the assets of two Portuguese Real Estate
Investment Funds (REIF’s) and compared the taxation of acquisition, ownership, rental
income and sell in Portugal, Spain and China. Since we are in presence of quantitative data,
we pursued a survey strategy, based on a realistic philosophy and adopting a hypothetic-
deductive approach. The time horizon of this research was longitudinal, since three years of

taxation where analyzed: 2013, 2018 and 2023 (by extrapolation).

This research was relevant because it created a framework to compare the structure of real
estate taxation in Portugal, Spain and China (Beijing, Guangzhou, Shanghai, Hong Kong and
Macau) and verified that real estate investment is a good entry door for Chinese investors in
Europe. However, no further tax benefits exist on the exploration (rental), possession and sell

of properties.

Keywords: Real Estate; Investment; Taxation; Portugal, Spain and China.
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RESUMO

Durante os ultimos anos, Portugal e Espanha adquiriam uma importancia crescente na agenda
dos investidores Chineses, particularmente no que concerne ao mercado imobilidrio. Estes
investidores procuram a estabilidade e o baixo risco associados a esta classe de ativos na
Europa. Adicionalmente, Portugal e Espanha implementaram programas especiais,
comummente denominados “Vistos Dourados” para atrair investidores estrageiros. A

introducao/implementacao de incentivos fiscais também foi relevante.

Face ao exposto, o objetivo desta Dissertacdo ¢ o de comparar a politica fiscal para o
imobiliario em Portugal, Espanha e China, no que concerne a investidores individuais e
determinar quais os beneficios fiscais existentes atualmente e o impacto da questao fiscal na

decisdo de investimento imobiliario nestas trés geografias.

Foi criado um portefolio fixo de ativos pertencentes a dois Fundos de Investimento
Imobiliario (FII) Portugueses € comparada a tributagdo da aquisi¢do, propriedade/posse,
arrendamento e venda em Portugal, Espanha e China. Os dados utilizados sao de natureza
quantitativa e tem-se por base uma filosofia realista, adotando-se uma abordagem hipotético-
dedutiva. O horizonte temporal desta pesquisa ¢ longitudinal, sendo analisados trés anos de

tributacao: 2013, 2018 e 2023 (por extrapolacao).

Esta investigacao ¢ relevante uma vez que propde uma estrutura de comparagao da tributagao
do imobiliario em Portugal, Espanha e China (Beijing, Guangzhou, Shanghai, Hong Kong and
Macau) e verifica que o investimento imobilidrio constitui uma porta de entrada para
investidores Chineses na Europa. No entanto, ndo existem beneficios fiscais a posterior

exploracdo, posse e venda dos ativos imobiliarios.

Palavras-Chave: Imobilidrio; Investimento; Tributagdo; Portugal, Espanha e China.
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1. INTRODUCTION

1.1. Contextualization

Real estate investment is characterized for its large size, for being illiquid and for its
indivisible nature. For these reasons, a high level of scrutiny is required when considering to
invest in this asset’s class: location, construction quality, land use, expected return and legal
status are important factors to take into account (Neves, Montezuma, & Laia, 2010; Belev &
Gold, 2016; Cushman & Wakefield, 2017). These authors also suggest that the main reasons
to invest in real estate are diversification (it has low correlation with other assets types), yield
stability (income yields are relatively stable over time) and clarity and consistency of the
business models (easier to understand for many investors than, for instance, financial

derivatives).

In what concerns to forms of property investment (Eichholtz, Gugler, & Kok, 2011), we shall
distinguish direct investment (in which the investor acquires real estate assets directly) and
indirect investment (by purchasing a share capital of the entity that owns the assets). Indirect

investment may be pursued through commercial companies or property investment funds

(Cushman & Wakefield, 2017).

Cushman & Wakefield (2017) point out that the case in which the foreign investor buys the
company and then the real estate asset is a common way of investing. This hypothesis shall
only be considered in the cases in which the individual owns entirely (at 100%) the company
and uses it as a mere vehicle to invest. However, this last case will not be explored in this

Dissertation.

In an investment perspective, Neves et al. (2010) point out that taxes are relevant not only
when estimating the cost of capital for a certain investment, but also to determine the related
cash flows over time and their impact on net return. In the case of international real estate
investments over time (Lieser & Groh, 2014), taxation also plays a very important and

determinant role integrated in the regulatory framework of the target countries.

A crucial point is to clearly understand the tax implications (Eichholtz ef al., 2011) of real

estate in Portugal. Many factors may generate a tax obligation and it also depends on whether

1



the investor is a resident, a non-resident, a non-permanent resident in Portugal, a company, an
investment fund or an individual (Blevins Franks, 2017; Cushman & Wakefield, 2017).
Buying the property, owning it, letting it and afterwards selling it are the main events that are
subject to different taxes' and they need to be carefully analyzed. For non-residents, a
rigorous cross-border tax planning is fundamental to try to avoid double taxation (Blevins
Franks, 2017). Also, the introduction of fiscal benefits for non-permanent resident investors,
and the legislation on this classification by itself, in Portugal, are other issues to take into

account (Romao & Alves, 2011).

The main difference between real estate taxation in Portugal and China is stated by Qing &
Guo (2006) as the fact that owners (in this last country) do not possess a complete property
right, because they live under a constitutional arrangement in which the ownership of land is

exclusively public. This means that individuals only hold property titles (JLL, 2018).

Despite the differences presented in the previous paragraph, there is, in the Portuguese

”2 and it is described in the

legislation, a comparable ownership title called “surface right
article 1524° of the Portuguese Civil Code. This “surface right” may be defined as the faculty
to build or have plantations in a land that is owned by someone else, temporarily or

definitively. However, in the Portuguese case, the land may be public or private.

The tax and legal frameworks in Portugal, specially the “Golden Visa”, or the Resident
Permits for Investment Activities (ARI), make it very attractive for non-European investors
(Casaburi, 2017). The author advocates that Portugal and Spain are very interesting
investment recipients in southern Europe for Chinese investors. These two countries also
work as an entry door to third markets as Brazil an Angola, due to their relationship with ex-

colonies (Casaburi , 2017).

The real estate sector “has gone from being barely significant a few years ago, with no
operations carried out, to become the seventh largest recipient of Chinese foreign investment
at present.” (Casaburi, 2017, pp.40-41). According to the author mentioned, Chinese investors
seek for the stability and the low risk of real estate assets in Europe. Lieser & Groh (2014)

identified the legal, administrative and regulatory frameworks of the target country as

1 All the taxes involved will be further presented and discussed in the Literature Review.
2 In Portuguese, “direito de superficie” (cf. art® 1524 Codigo Civil).



dimensions of attractiveness for foreign investors and Casaburi (2017) claims that these

attributes are especially relevant in Portugal.

A closer look into the statistics on ARI points out that 90% of the permits issued in march of
2018 in Portugal were due to real estate investment and 62,3% of the beneficiaries were
Chinese citizens (APEMIP, 2018). In September of 2018, the same source identifies that in
Portugal 94,5% of the permits issued were due to real estate investment and 40% of the
beneficiaries were Chinese citizens (APEMIP, 2018). In cumulative terms, it is shown that the
number of permits has been increasing since 2014 and the great majority is related with real
estate investment. Chinese beneficiaries represent 79,4% of all beneficiaries in cumulative

terms (APEMIP, 2018).

Spain also has a “Golden Visa” program to attract investors and entrepreneurs who whish to
invest in Spain (Mateo, 2014). It was introduced by Law 14/2013 of 27" September and upon
the fulfillment of certain features (financial investment, real estate investment or
entrepreneurship) a permit may be attributed. Real estate investment is the major source of

“Golden Visa” permits in Spain (Mateo, 2014).

1.2. Research Problem and Objectives

In face of the arguments discussed above, the main purpose of this Dissertation is to compare
the tax policy for real estate in Portugal, Spain and China, regarding individual investors, with
focus on individual Chinese real estate investors in Portugal and Spain. We aim to answer the
research question: “Are there significant taxation differences for real estate in Portugal, Spain
and China concerning individual investors?”. Besides that, it is also important to determine if
any tax benefits are involved and the global tax impact in the investment decision, namely for

Chinese real estate investors in Portugal and Spain.

For the reasons presented, this Dissertation may produce contributions of three orders: first, it
will gather together tax information on real estate for three different countries (theoretical
contribution); second, it may identify investment opportunities (practical contribution) and
third, it may produce legal orientations in order to adjust tax legislation (legislative

contribution).



1.3. Research Questions

This Dissertation has the main purpose of comparing the tax policy for real estate in Portugal,

Spain and China, regarding individual investors, focusing the case of Chinese real estate

investors in Portugal and Spain.

Following this argument, it aims to answer to the following research questions:

1.

“Are there significant taxation differences for real estate in Portugal, Spain and

China concerning individual investors?”.

What are the tax frameworks for taxation of real estate acquisition, ownership,
operation and sale in China, Portugal and Spain and how do they differ from each
other. Additionally, how are they influenced by legal frameworks designed for foreign
investment in Portugal and Spain. This analysis will allow a comparison and may
point out some opportunities for tax savings, making a theoretical contribution for

literature on international taxation.

“Are there any tax benefits and incentives concerning real estate for Chinese

individual investors in Portugal?”

What are, if there are, the tax benefits involving real estate investment, namely for
individual Chinese foreign investors in Portugal. This will allow to understand if some
parts of the real estate cycle have a more favorable tax approach and others for foreign

investors.



3. “Are there any tax benefits and incentives concerning real estate for Chinese

individual investors in Spain?”

In line with the previous research question, we aim to determine the existence and
application of fiscal legislation regarding international investors, specially for Chinese

real estate investors.

1.4. Dissertation Organization and Structure

This master Dissertation starts with an Introduction, where motivation, objectives and
research questions are presented. After the first chapter, we develop a Literature Review in
which we discuss the main theoretical questions that compose this investigation problem.
Particularly, we describe the taxation frameworks in the three countries (Portugal, Spain and

China) and how they deal with foreign investors.

The chapter that follows is dedicated to Methodology, namely, to describe and categorize the
different instruments used and paradigms followed in this Dissertation. After that, Data and

Results are presented and analyzed.

To end up this work and summarize the main achievements, there is a Conclusion, with

recommendations to future investigations.



2. LITERATURE REVIEW

2.1. The Foundations of Real Estate Taxation

Taxes on real estate are historically related to the fact that property ownership is normally
easy to establish and identify, making it difficult to evade (Cortés, 2011; European

Commission, 2012).

Salm (2016) exposes three ways in which property taxes may be conceived: as benefit taxes
(they aim to help providing a collective or public good benefit to local citizens); as windfall
taxes (urban property owners may experience overnight gains or losses due to the interactions
between land demand and land supply constraints, without them having contributed directly
to them); and as wealth taxes (“...property is a primary financial asset of wealth accumulation
which is visible, immobile and concentrated...”, Salm, 2016, p.5). Cortés (2011) adds an
historical consumption perspective, advocating that demand and supply elasticities of property
services should determine the tax rate being applied. In spite of that, the beneficial perspective

is the most commonly accepted (Cortés, 2011; Salm, 2016).

As stated before, one of the main and most visible characteristics of real estate is its fixed
nature (Eichholtz et al., 2011; Belev & Gold, 2016; Salm, 2016) and based on this feature,
there is the widespread and most commonly accepted view that when paying the property tax,
people are paying for public property related services and infrastructures, i. e., they are being
charged for the provision of local public services (Cortés, 2011; European Commission, 2012;
Salm, 2016). Therefore, in line with the argument exposed, property taxes (on ownership) are
deeply related with local governments and policies and are a good source for financing at the

local level.

Theoretically, property taxes should increase transparency (Cortés, 2011) in the action of
local city governments, because they have more incentives to develop actions and promote
themselves within the regions where they collect the respective taxes. However, this revenue
is not very representative for city councils and this relationship is not so linear in practice

(Cortés, 2011).



On the other hand, foreign investors, when deciding how to allocate their capital overseas on
real estate properties, need to pay special attention to the institutional environment, including

tax legislation (Eichholtz et al., 2011).

As mentioned in the Introduction, this Dissertation will explore the differences in real estate
taxation in three countries: Portugal, Spain and China (in certain regions). Consequently, we
need to present the main characteristics and differences of such tax systems. Additionally, this
Dissertation will explore interactions of the previous described legislations with laws to avoid

double taxation and programs to attract foreign investors to Portugal and Spain.

2.2. Real Estate Taxation in Portugal

In what concerns to Portugal’s real estate taxation framework, Blevins Franks (2017) point
out that there are five tax generating factors, namely, buying the property, owning the
property, a “wealth effect” for possession of a high value of real estate assets, letting/renting
the property and selling the property. Each of these situations are subject to different taxes,
including a stamp duty (Autoridade Tributaria [Portuguese Fiscal Authority], 2018). As stated
before, most of the taxes related with real estate, as the transfer and the possession tax, are
transferred to the different municipalities (European Commission, 2012; Autoridade

Tributéria, 2018).

There are three taxes that may be levied on the acquisition of a real estate property
(Autoridade Tributaria, 2018). The Municipal Transfer Tax (in Portuguese, “IMT”) is
calculated with base on the highest value between the tax registered value and the acquisition
value and depends on whether it is an urban or rural property. Corporate entities resident in a
“blacklisted jurisdiction” have a higher tax rate. If the transfer is subject to IMT, an additional
stamp duty may be due. On the other hand, the acquisition is generally exempt from Value-
Added Tax (VAT), as defined in the number 30 of the article 9" of the Portuguese VAT
Code. Under certain requirements, the exemption may be waived, in which case the stamp

duty is not collected.



In order to the VAT exemption being waived, in line with the numbers 5 and 6 of the article
12" of the Portuguese VAT Code, and with the Law Decree 21/2007 of 29 of January of the
Portuguese Government, with further amendments, the objective and subjective requirements
mentioned in the articles 2" and 3™ of Law Decree presented must be verified. From these,
we stress the fact that the transmission must involve the totality of a urban building or
autonomous fraction, being affected to activities that predict the tax deduction of the VAT
supported in acquisitions. Additionally, both the seller and the acquirer must be subject to

VAT and have organized accounting.

Renting the property is firstly subject to a stamp duty tax of 10% of the monthly rent paid
once at the beginning of the contract and then the rental income generated is taxed annually
(Autoridade Tributaria, 2018). However, certain maintenance and repair expenses may be
deducted from gross income, as long as they are properly documented and have actually

incurred (EY, 2013).

Owning a real estate property entitles the owner to pay a Municipal Property Tax (in
Portuguese, “IMI”). The rates being applied depend on whether it is a rural or urban property
(Autoridade Tributaria, 2018).

The “wealth tax” was introduced on the 1% of January of 2017 and is levied on the sum of all
tax registered urban property values and paid by property owners as of 31% of December.

Certain reductions may be applied in the case of individual tax payers (Autoridade Tributaria,

2018).

When the property is sold (Autoridade Tributéaria, 2018) a gain or loss is determined and, if
there is a gain, it is subject to a tax that may vary between tax residents® (in which case it is
summed with income from other categories) and tax non-residents (to whom it is applied a
flat 28% tax rate). The rules to calculate the capital gain are the ones explained in the
Portuguese Legislation for Taxation of Individual Income®*. As in the case of acquisition, the
sale is generally exempt from Value-Added Tax (VAT), but under certain requirements, the

exemption may be waived.

3 Tax residency in Portugal is defined in the article 16" of the Portuguese Individual Income Code, from which
we stress the definition that a person who has stayed in the country for more than 183 days, followed or not, in
any period of 12 months with beginning or ending in the respective year; or, if stayed less, has a home and the
willingness to stay in Portugal, is a tax resident.

4 Whenever we apply the Portuguese rules to determine the amount due of any tax, we cross-reference the
calculations with the respective legislation. This will be relevant in the data analysis section.



Additionally, the same sources of the previous paragraphs identify several situations that lead
to a tax benefit or exemption for residents: one of these cases is the one of permanent
residential houses (or family houses) in which the buying and the possession taxes may be
reduced — this is particularly relevant for low income families. There may also be a 50%
reduction in the amount of the capital gains subject to taxation if the properties are not used in

a trade or business, for resident tax payers (EY, 2013; Autoridade Tributaria, 2018).

The taxable value of properties for the Portuguese fiscal authority is determined
administratively, following the criteria defined in articles 38" and followings of the
Portuguese Municipal Property Tax Code on the possession of Real Estate Properties,
however, the discussion on the calculation of this value will not be explored in this

Dissertation. To our analysis, this is a given value.

In appendix 1, real estate taxation in Portugal is summarized, with special focus in the

taxation of non-resident taxpayers, including a section with the respective taxes in 2013.

2.3. Real Estate Taxation in Spain

The way in which real estate is subject to taxation in Spain is quite similar to the Portuguese
framework (Cushman & Wakefield, 2017). Cortés (2011) integrates the model for local public
financing in Portugal and Spain (in which taxation of real estate property is an instrument) in
the “Latin” classification, due to the low weight of local governments in the public sector. As
a consequence, local property taxes, or property taxes on ownership, collected have low

weights compared to central government capital transfers to local authorities (Cortés, 2011).

There are mainly four tax generating situations being considered now: the acquisition, the

ownership, the renting and the sale (Blevins Franks, 2017).

The acquisition of real estate may be subject to a value-added tax and to a stamp duty or to a
transfer tax, due by the buyer (Cushman & Wakefield, 2017). The ownership is subject to a
property tax that similarly to the Portuguese homologous is considered a local tax decided at
the city councils and shall be contained within certain boundaries (Cortés, 2011; Cushman &

Wakefield, 2017). Income from renting the property, determined according to the Spanish tax

9



law (Agencia Tributaria, 2018) is also taxed, including, subject to a transfer tax, or stamp
duty, determined based on the total amount of rents predicted in the contract (GobEs, 2018).
The sale is subject to a capital gains’ tax plus an additional tax explained in the paragraph

bellow (Cushman & Wakefield, 2017).

In line with the description presented before, we need to refer the two main differences
between the two countries (Portugal and Spain): first, there is no “wealth tax” for Spanish
owners with high value of properties and second there is a Local Tax in the Increase of Value
of Urban Land (TIVUL). This last tax is legislated in the Royal Decree 2/2004 of 5™ of march
of the Spanish Government® and is due by sellers at the moment they sell a property. It
depends on the cadastral value (determined administratively) of the land and on the number of
years the land was held by the actual seller (Blevins Franks, 2017; Cushman & Wakefield,
2017). The TIVUL does not exempt the seller from being taxed on the capital gains.

Additionally, in Catalonia, owners of unoccupied houses (residential properties) for more than
two years are subject to a special tax. In the same region, a new tourism tax is being studied to
tax short term or temporary rentals (Cushman & Wakefield, 2017). Still concerning local
property taxes, a few reforms have been proposed to increase equality and simplicity (Cortés,
2011), from which we stress the valuation system that should consist of an appraisal method

based on market value.

Real Estate Taxation in Spain can be summarized in Appendix 2. In this appendix, we include
a brief section with the taxation legislation applicable in this country in 2013 for comparison
purposes, with special focus on the acquisition and rental income taxes. As it may be seen, the

structure is identical to Portugal, the differences remain at the rates levied.

2.4. Real Estate Taxation in China

To introduce the real estate taxation system in China it is important to understand that it was
reformulated in 1998 (Yuan & Xiang, 2013) and it has been suffering major transformations

since 2006 to make it more market oriented (Qing & Guo, 2006). The basic idea behind the

5 In Spanish, “REAL DECRETO LEGISLATIVO 2/2004, de 5 de marzo, por el que se aprueba el texto
refundido de la Ley Reguladora de las Haciendas Locales. - Boletin Oficial del Estado de 09-03-2004”
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taxation framework, in accordance with the authors, was the fact that owners do not possess a
complete property right, because they live under a constitutional arrangement in which the
ownership of land is exclusively public. For this reason, tax payers are seen as “stakeholders
in the process of development, transfer, holding, and tenancy of real estate” (Qing & Guo,
2006, p.5). This way of looking at taxes on real estate is completely the opposite of the one in
the western world, in which taxpayers are regarded as beneficiaries from the provision of
local public goods (Qing & Guo, 2006; European Commission, 2012; Yuan & Xiang, 2013).
In China, property-owners have lease contracts for the land up to 70-years (Yangpeng, 2018).

Gopalan (2018) adds that the current system in which local authorities raise funds by selling
property titles to developers cannot go on forever, because it pushes up real estate prices. So,
the alternative of taxing homeowners is presented as a solution to both restrict housing prices
and to provide a stable income flow for local authorities. Yuan & Xiang (2013) and Wang
(2017) corroborate this idea, presenting one of the main objectives of the tax system reform as
the will to tame property prices. The Land Appreciation Tax, LAT (Jones Lang LaSalle,
2018), that was firstly introduced in 1994 was specially designed in order to create a barrier to
speculative development (cf. appendix 3). Bradsherjan (2018) claims that it is urgent to tame
house prices via a property tax, especially due to cultural reasons involving the willingness of
young homeowners to buy a house: the author claims that men can be regarded as more

appealing future husbands if they own a property.

For the reasons presented, since 2011, Shanghai and Chongqing municipalities have
introduced real estate taxes on second-home owners to try to control speculation around
property prices (Jones Lang LaSalle, 2018; Gopalan, 2018). A study carried out by Bai, Li, &
Ouyang (2014) showed that the introduction of property taxes in these two regions had
different consequences: in Shanghai, average prices lowered; and in Chongqing average
prices increased, because the taxes, in this later region, where discriminative — only more
expensive houses where taxed. As a consequence, demand shifted from more expensive to
cheaper houses, causing an increase in average prices. This means that tax implementation

shall be cautious in order to attain the right effects (Bai et al., 2014).

Given the high number of municipalities in China and the differences between the way in
which real estate is taxed in each one, in this sub-chapter we will focus on the following
regions: Beijing, Chongqing (only with respect with ownership taxes), Shanghai and

Guangdong (Guangzhou). In this last region, we shall look more in detail for the
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administrative regions of Hong Kong and Macau. The reason for this approach is concerned
with the limited time horizon for this Dissertation and with the fact that for these locations

there is more literature and information available.

There are different kinds of taxes involved in the real estate industry that cover the
construction stage, the transfer stage and the possess stage (Yuan & Xiang, 2013). As it will
be seen, the Chinese government taxes mainly the buying and selling activities (Yangpeng,
2018). Property ownership taxation by itself is due in most cases when it is rented. In the next
paragraphs we shall look more in detail for how the different regions mentioned deal with

these questions.

2.4.1. Real Estate Taxation in Beijing, Shanghai, Chongqing and Guangzhou

We may distinguish the land use tax from the leasing income tax. The land use tax depends on
the use and location of the property and consists of a monetary value paid per square meter
per annum (cf. appendix 5). The leasing income tax may be calculated in two different ways:
it may be defined in three categories, namely, property tax, value-added tax and income tax;
or, alternatively, the government may sum-up the different taxes together and call it a
“comprehensive tax” (Jones Lang LaSalle, 2018). Again, these taxes may differ from city to
city. Beijing, Shanghai and Guangdong (Guangzhou) follow this way of taxing real estate, as

it can be seen in appendix 6.

Relatively to the acquisition and transfer of real estate, Beijing, Shanghai and Guangzhou, the
taxation framework deeply relies on five taxes: a stamp duty, a deed tax, a notarization fee, a
value-added tax and a city maintenance and construction tax (Jones Lang LaSalle, 2018). The

LAT may also be applicable (cf. appendix 3).

2.4.2. Real Estate Taxation in the Administrative Regions of Hong Kong and

Macau

In the Administrative Region of Hong Kong, the property tax is calculated on the Net
Assessable Value (NAV) of the property for the relevant year of assessment (GovHK, 2018).

NAV is then subject to a standard rate. It is important to mention that a year of assessment
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starts on 1% April and ends on 31% March of the following year. In addition, a Provisional Tax
may be due for the next year of assessment and paid in two installments: one in November
and the other one in April. The amount of the provisional tax is equal to the property tax of
the base year of assessment. The provisional tax may not be applied if the assessable value for
the provisional tax year is estimated to be less than or likely to be less than 90% of the
assessable value of the preceding year (base year), for instance, if the owner sells the property
(GovHK, 2018). The lease of immovable properties is also subject to a stamp duty, depending

on the term of the contract.

Additionally, there is a stamp duty on the sale or transfer of immovable properties in Hong
Kong (GovHK, 2018). The stamp duty is chargeable on sellers and on buyers of any
residential property and depends on whether the property being transacted is residential or
non-residential. Taxes vary from 1.5% to 15% of the property value (the highest value
between the appraisal value and the transaction value). In some cases, the sellers may be
subject to a Special Stamp Duty (SSD) if they acquired the property and resold it within 36
months. (GovHK, 2018).

As for the Administrative Region of Macau, the Financial Services Bureau (FSB) of the
Government of Macao Special Administrative Region (FSB, 2018) presents the real estate
taxation in two moments: acquisition and property tax. The unique characteristic of this
regime that differs from the ones presented before is the fact the property tax (the tax on
ownership) is levied on the rental income if the property is leased, but, if it is not rented, there
is an administrative rental value determined by the fiscal authority that is subject to taxation
(FSB, 2018). The value mentioned should reflect the real economic value of a possible rent
and it is subject to updates. Taxes on acquisition and ownership (rented or not) of real estate

in Macau are legislated by law 15/2012 and by law 1/2011 of Macau (FSB, 2018).

The taxation of real estate in Hong Kong and Macau is summarized in appendixes 4 and 7.

2.4.3. Additional Considerations on the Taxation of Real Estate in China

Wang (2017) points out the tendency of the taxation framework in China to reduce the current
land-related fees and taxes, as presented before, in both category and value and replace it by a

single tax. Also, the author claims that the implementation of a new nationwide property
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registry system will be crucial. According to Zhang (2015), the Provisional Regulations on
Real Estate Registration went into effect in 2015, imposing the implementation of that system

but Wang (2017) argues that it has not been fully implemented yet.

When designing and implementing the tax reform in China, first, there is the need to clarify
the purpose of the property tax and take into account the differences across regions, namely
concerning legislation and the political, fiscal and administrative environment (Salm, 2016).
Another issue to be determined concerns the taxable value of real estate properties, a question

that divides opinions between the initial cost and the appraisal value® (Yangpeng, 2018).

To sum up, real estate taxation in China is still not uniform and is facing many
transformations. Yangpeng (2018) stresses out that Chinese people, as mentioned before, do
not hold permanent and complete rights on their homes, but 70-year leases, so, the tax reform
should be implemented carefully. On the other hand, the implementation of a tax framework

shall be done with caution in order to avoid the wrong consequences (Bai et al., 2014).

2.5. Double Taxation Agreements (DTA)

Blevins Franks (2017) advise that investing abroad requires a careful and exhaustive tax
planning, especially to avoid double taxation. For this purpose, it is important to mention the
existence of Double Taxation Agreements (DTA) among the three countries discussed in this
Dissertation: Portugal, Spain and China (Autoridade Tributéaria, 2018; Agencia Tributaria
[Spanish Fiscal Authority], 2018).

Portugal and China have celebrated a DTA that is described in the Portuguese Parliament’s
Resolution nr. 28/2000 of 30/03 (Autoridade Tributdria, 2018). The DTA that Portugal
celebrated with Spain is legislated by the Portuguese Parliament’s Resolution nr.6/95 of 28/01
(Autoridade Tributaria, 2018) and the DTA between China and Spain is regulated by the
Official State Bulletin of the Spanish Government nr. 152 of 25/6/1992 (Agencia Tributaria,
2018). In 2011, Spain also formalized a DTA with the Special Administrative Region of Hong

® Recall the same discussion regarding the determination of the cadastral value in Spain (cf. sub-chapter 2.3).
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Kong, legislated by the Official State Bulletin of the Spanish Government nr. 90 of 14/4/2012
(Agencia Tributaria, 2018).

Ho & Lu (2018) argue that the most fundamental and substantial document regarding China
DTA (for foreign investors that want to invest in China) is Circular No. 75 issued by the
Chinese State Administration of Taxation (SAT). The authors expose the fact that it draws
heavily on the European Model Tax Convention. However, we will not explore this topic
further, because the focus of our Dissertation are Chinese investors coming to Portugal and

Spain and not otherwise.

In addition, in this Dissertation, we shall only present and analyze the case of individual
investors who wish to spend an amount of capital of at least 500.000,00€ but not higher than
600.000,00€ (to fulfill the criteria explained bellow to obtain a Residence Visa, as defined in
the Methodology section). Consequently, we are dealing with non-institutional investors, with
relatively low knowledge of the new market they are investing in, so, they will be particularly
subject and sensitive to asymmetries in information (Eichholtz ef al., 2011). In the next sub-
chapter we discuss these issues and we shall describe the type of investors we will explore

and their scope of investment.

2.6. Programs and Legislation to Attract Foreign Investors

Both Portugal and Spain have created beneficial tax regimes and special permits to attract
foreign investors (Mesquita, 2014; Cushman & Wakefield, 2017): Spain’s taxation framework
predicts some benefits on the taxation of real estate income and capital gains for non-
residents; Portugal has a differentiated fiscal regime for non-permanent resident investors
(“temporary residents”) that is described by the Portuguese Law Decree 249/2009 of 23" of
september (Autoridade Tributaria e Aduaneira, 2018). One of the main objectives of these
regimes is to promote fiscal competitivity (Mesquita, 2014) in a world more and more

globalized (Eichholtz et al., 2011).

In the next sub-chapters, we present the specificities of the “Golden Visa” programs in

Portugal and in Spain and we describe the tax benefits these countries have introduced to
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capture investors from other countries. It is, however, crucial to denote that the “Golden Visa”
legislation that grants resident permits and may lead to the obtention of citizenship in the host
country is independent, but not mutually exclusive, from the tax legislation that introduces

fiscal benefits, under certain conditions, for new “tax’ residents.

2.6.1. The “Golden Visa” in Portugal

There is a “Golden Visa” Program in Portugal that grants resident permits for non-European
citizens, including their family members (Mesquita, 2014; Fengyang, 2016; Casaburi, 2017).
The aim of this program is to capture people with acquisition and investment power

(Mesquita, 2014).

The “Golden Visa” Program, or the Resident Permit for Investment Activities (ARI) is
legislated by Law 23/2007 of 4™ of July of the Portuguese Government, with further
amendments. The Orders 11820-A/2012, of 4" of September, and 1661-A/2013, of 28" of
January, of the same Government define the procedures and rules to its appliance (Mesquita,
2014). To obtain the temporary resident permit, one shall fulfill certain requirements, namely,
capital transfers to Portugal, job creation or real estate acquisition for a minimum time

horizon of five years in national (Portuguese) territory (Mesquita, 2014).

For the purpose of this Dissertation, we look with more attention to the real estate investment.
In order to be qualified to obtain a Visa, the investor has to acquire directly or indirectly (via a
company) real estate assets of at least 500.000,00€ (five hundred thousand euros) and to
remain in Portugal at least seven days (followed or not) in the first year and fourteen days
(followed or not) in the subsequent periods of two years. The permit has the initial duration of
one year and it is renewed for periods of two years. After 6 years, there is the possibility to
request the Portuguese nationality. On the other hand, there is the possibility to pursue an
investment of 350.000,00€ (three hundred and fifty thousand euros) in a property built for
more than 30 years or located in an area of urban rehabilitation to carry on renovation works

(Mesquita, 2014; Autoridade Tributéaria e Aduaneira, 2018).

From the 983 “Golden Visas” awarded from June 2013 to October 2015, 335 were for
Chinese citizens (Casaburi, 2017). In what concerns to Chinese investors, Casaburi (2017)

suggests that there are two categories of Chinese real estate investment in Portugal: firstly,
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there are private investors that seek for prime locations, exclusive neighborhoods and
premium properties; secondly, there are investors that look for properties to develop and sell
at a profit. These investors want the stability and the low risk associated with real estate assets
(Belev & Gold, 2016; Casaburi, 2017). It is imperative to understand, especially in these
cases, that owner occupied houses involve two types of decisions: a consumption decision and

an investment decision (European Commission, 2012).

As for the reasons that support the success of the “Golden Visa” Program, Fengyang (2016)
points out the good environmental quality, the easy access to real estate investment, the low
cost and simple process of migration and the teaching quality, namely for their children.
Actually, it was found that many Chinese investors pursue the “Golden Visa” Program in

order to support their children while studying in Portugal (Fengyang, 2016).

In Portugal, there is, in addition, a fiscal regime for non-permanent resident investors
described in Law Decree 249/2009 of 23" of September of the Portuguese Government
(Romao & Alves, 2011; Autoridade Tributaria e Aduaneira, 2018). To access this regime,
individuals that want to become tax residents in Portugal cannot have been “tax” residents for
the past five years prior to the request near the official entities. Also, we shall denote that any
individual that fulfills the condition above, independently of pursuing or not investment
activities, may access this regime and it is applied for 10 years, subject to renovation’ (Romao

& Alves, 2011).

Romao & Alves (2011) and Mesquita (2014) advocate that this regime is particularly
attractive for pensionists (retired people) and for income generated by activities of high value
added, namely the ones described in the Portuguese Government Order no. 12/2010. These
activities may be taxed at a special rate of 20% (Autoridade Tributaria e Aduaneira, 2018),
promoting a fiscal benefit for taxpayers of categories “A” and “B”% as defined by the

Portuguese individual income tax law (Romao & Alves, 2011).

Additionally the fiscal regime for non-permanent residents allows for the “temporary
residents” to be exempt of taxation in Portugal relatively to the incomes from renting and

selling real estate properties (capital gains) generated in other countries as long as there is the

7 According to Romio & Alves (2011) the possibility of renewing the access to the regime is not fully clarified,
but that discussion is beyond the scope of this Dissertation.

& These categories have a correspondence with the Individual Income Portuguese Code (CIRS), as described in
its arts. 2° and 3°. If the activities described where taxed following the “normal rules”, the rates applied and thus
the tax due were higher — cf. Romao &Alves (2011).
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possibility to tax them where they were generated and there exists an Agreement with that
country (DTA or another agreement or convention with the OCDE?). This measure may avoid
double taxation, but cannot be applied if the country from where the income comes from is a
“blacklisted jurisdiction” (Romdo & Alves, 2011; Mesquita, 2014; Autoridade Tributéria e
Aduaneira, 2018). In line with the previous authors, we shall mention that pensionists that
receive pensions from another countries benefit from the exemption of taxation in Portugal of

their pensions under the same requirements.

According with the numbers 5, 7, 8, and 9 of the article 81% of the Portuguese Individual
Income Taxation Code, non-permanent residents that benefit from the exemption of taxation
in Portugal relatively to the incomes mentioned in the previous paragraph have these same
incomes taken into account (englobed) when determining the tax rate to be applied to the
other incomes not exempt in Portugal (tax exemption with progressivity). There is also the
possibility to englobe the incomes mentioned and opt for de taxation credit methodology
defined in the number 1 of that article. However, rental incomes received abroad do not need
to be englobed. In addition, the country where the incomes were originally generated cannot

be a “blacklisted jurisdiction”.

The real estate income generated in Portugal, however, is subject to the general rules of the

Portuguese individual income tax law (Autoridade Tributaria e Aduaneira, 2018).

As shown in the previous paragraphs, the Investment Permits have gained increased interest
to foreigners and the real estate investment takes an important part in the investment choices
(Casaburi, 2017). This may be due to the easy access to this typology of investment
(Fengyang, 2016). There are also many factors that make Portugal attractive, namely, the
good environmental and teaching quality (Fengyang). Mesquita (2014) points out that the new
temporary residents may take advantage of DTA’s and have tax benefits concerning incomes
from other countries (Autoridade Tributaria e Aduaneira, 2018): one may apply for a Visa and
then request the access to the fiscal regime described in Law Decree 249/2009 of 23™ of
September of the Portuguese Government. However, in spite of real estate being a “good
entry door” to Portugal, then, the income generated is subject to the general Portuguese Tax

Law — there are no further special tax benefits defined.

° The Convention on Mutual Administrative Assistance in Tax Matters was first developed in 1988 and aims to
promote tax cooperation in order to avoid tax evasion and avoidance for all countries (OECD, 2018). This
Convention entered into force for both Hong Kong and Macau on the 1% of September of 2018 (OECD, 2018).
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2.6.2. The “Golden Visa” in Spain

The Spanish “Golden Visa” Program was introduced by Law 14/2013 of 27™ September, of
the Spanish Government, and upon the fulfillment of certain features a permit may be
attributed (Mateo, 2014). The initial period is one year (residency visa), but it may be
extended for periods of two years (residency permit), with no limit to renewals, as long as the
investor is not originally from a “blacklisted jurisdiction”, maintains the conditions that
originated the visa (Mateo, 2014) and has traveled to Spain at least once during the period
(Adim, 2017). To obtain citizenship, the investor has to permanently live in Spain for ten

years (GobEs, 2018).

The requirements to obtain a residence visa may be of three orders: financial investment, real
estate investment or entrepreneurship (Mateo, 2014; Mesquita, 2014). Once again, we shall
detail the real estate investment that must be of at least 500.000,00€ (five hundred thousand

euros) directly or indirectly via a company (Mesquita, 2014; Adim, 2017).

Although our focus is the real estate investment, it is important to state that the Spanish
regime predicts the attribution of the visa to buyers of Spanish Government Bonds of at least
two million euros (Mesquita, 2014), an investment not predicted in the homologous
Portuguese legislation. Actually, the regulation on the attribution of “Golden Visas” is quite

similar in the two countries (Adim, 2017).

Both in Portugal and in Spain, legislation on investment permits is recent, so, there are a few
conflicts that persist, as the discussion of resident versus non-resident, for the purposes of
taxation, in interaction with non-permanent residence visas and permits (Mesquita, 2014).
Again, the residency legislation is independent, but not mutually exclusive, from the concept
of residency for taxation purposes. If the holders of the permits are non-residents (for taxation
purposes) in each country, the DTA’s celebrated with other third countries cannot be applied
and they must be taxed as non-residents (Mesquita, 2014), so, even with a residency visa, an

investor may be treated as a non-resident tax payer (Adim, 2017).

In the article 93" of the Law 35/2006, of 28" of November, of the Spanish Government, also
known as the Beckham Law (Amorim, 2017) is defined a special regime for foreign workers
in Spanish territory. If the workers have not been tax residents in Spain for the prior ten years
and for working reasons they are going to live in Spain, they may be taxed as non-residents in

the first year and in the five years that follow (Amorim, 2017). To access this tax regime, they
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need to fulfill the requirements displaced in the law above and for an income up to
600.000,00€ (six hundred thousand euros) the tax rate being applied is 24% and from that
income on, the tax rate shall be 47% (Amorim, 2017).

In comparison with the Portuguese legislation, there is no special treatment for incomes of
foreign source (Amorim, 2017). Remember that in Portugal, for instance, pensions from other
countries are exempt from national taxation as long as not received from a country in a

“blacklisted jurisdiction” (Romao & Alves, 2011).

The DTA’s celebrated between Portugal and China (Autoridade Tributaria, 2018) and
between Spain and China (Agencia Tributaria, 2018) concerning the income generated from
real estate assets including capital gains on sale predict the possibility for them to be taxed in
the country where the income was generated. In what concerns to the property tax, deeply
related with the fixed nature of the assets, it is due in the country where the real estate
property is located (Autoridade Tributaria, 2018; Agencia Tributaria, 2018). As we have
demonstrated, in the absence of further benefits on the taxation of these incomes, the general

rules shall be applied and residency defined carefully in order to apply taxation correctly.
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3. METHODOLOGY

As defined in the Introduction, the main objective of this Dissertation is to compare the tax
policy for real estate in Portugal, Spain and China, regarding individual investors, with focus
on individual Chinese real estate investors in Portugal and Spain. In addition, it is also
important to determine if any tax benefits are involved and the global tax impact in the

investment decision, namely for Chinese real estate investors in Portugal and Spain.

To pursue the objectives presented above, we adopt a realistic philosophy, independent and
objective, and we opt for an explanatory and deductive approach, i. e., the theory and legal
frameworks are described and then compared (Saunders et al., 2016). The data analyzed
further has a quantitative nature (property values, cadastral or “tax registered” values, rental
incomes and tax rates) and we aim to establish a hypothetic-deductive relation, able to be

generalized and used in the comparative analysis of tax impacts on real estate investments.

After gathering all the relevant fiscal information, our purpose is to compare the taxation of a
real estate portfolio in the three countries in analysis. Therefore, we collected data from 2227
properties belonging to two Portuguese Real Estate Investment Funds (REIF) for Residential
Rental (convenience sampling)'® and took it as a fixed portfolio, then studying how it should

be taxed in Portugal, Spain and China, according with the following assumptions:

(1) We defined an investment portfolio of Portuguese rented properties acquired in 2013,

held until 2018 and assumed to be sold in 2023 (ten years investment horizon);

(2) A year of assessment starts at the 1% of January and ends at the 31% of December of

the same year;

(3) Three moments of taxation are explored with more detail: the acquisition in 2013, how
it should be taxed if sold in 2018 and how it should be taxed if sold in 2023, not

forgetting the income generated in each of those years, ignoring the years between;

0 We collected data from two Portuguese Funds: “Fundo de Investimento Imobilidrio Fechado para
Arrendamento Habitacional Arrendamento Mais” and “Fundo de Investimento Imobiliario Fechado para
Arrendamento Habitacional Solu¢ao Arrendamento”, both under the Management of Norfin.
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(4) The data used corresponds to market data, made available by the administration of the

Real Estate Investment Funds;
(5) The extrapolations of values made to 2023 are explained in the Data Analysis Section;

(6) In China, only the following regions are analyzed: Beijing, Shanghai, Guangzhou,
Macau and Hong Kong;

(7) Tax policy will remain constant between 2018 and 2023 for Portugal and Spain;

(8) Tax policy for China is assumed be the same for 2013 and 2023 as the one verified in
2018;

(9) In Portugal and Spain we analyze taxation only for non-residents and in China for tax

residents;

(10) Even though the REIF’s benefit from certain tax exemptions that go beyond
the scope of this Dissertation, we assume the portfolio to be taxed as if the owners
were individual investors that pursued an investment in rented properties between
500.000,00€ and 600.00,00€ just to be elected to a “golden visa” in Portugal and Spain
but not taxed for high-value property possession in Portugal (Autoridade Tributéria e
Aduaneira, 2018). Additionally, no investor is resident in a “blacklisted
jurisdiction”!!;

The main point that we want to stress is the fiscal effect in each country, so, as stated, we
assume a market portfolio to be constant in the three countries, only varying the way in which

the different tax generating factors are actually taxed.

For these reasons, the strategy here adopted is a survey strategy and since we study a

phenomenon along ten years, the time horizon of this Dissertation is longitudinal (Saunders et

al., 2016).

It is important to mention that the methodology here presented respects the quality criteria
proposed by Saunders ef al. (2016). It is reliable (there is transparency in the way sense was

made from the original data, providing consistent findings), objective (non-biased by the

A note shall be made on the fact that the Portuguese Legislation classifies Hong Kong as a “blacklisted
jurisdiction” as defined in the Portuguese Order 150/2004 of 13" of February, so this assumption does not apply
to non-resident tax payers in Portugal that are tax residents in Hong Kong.
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researcher’s view) and it has internal and external validity (i. e., it is generalizable).
Additionally, this research is in line with The European Code of Conduct for Research
Integrity (ALLEA, 2017). Due to ethical issues, raw data on each individual observation used
in this Dissertation cannot be publicized, so, only statistic measures and values shall be used

as a working base (cf. “4. Data Analysis”).

There are, however, some limitations to this investigation work. The first one has to do with
the fact that the literature on the Chinese taxation system is not very abundant and for a
framework that deeply differs from the one we are used to in Europe, reliable information is
crucial. Due to this limitation, only a few regions in China were studied, as explained in the
Literature Review. The second one is concerned with the fact that fiscal frameworks are
constantly being changed by political authorities, which may alter the investment conditions
during its time horizon. We cannot forget the fact that real estate investment is typically long
in time and a change in the tax and fiscal variables may change the return and ultimately may

turn a good investment decision into a bad investment choice.

The last limitation of this research is the fact that taxation, although playing an important role,
shall not be overemphasized when deciding whether to pursue or not a certain real estate

investment. Other factors shall also be taken into consideration (Casaburi, 2017).
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4. DATA ANALYSIS

4.1. Descriptive Analysis of Data

As mentioned in the Methodology section, we collected a sample of 2227 residential
properties belonging to two Portuguese REIF’s: in simple terms, REIF “Solucdo
Arrendamento” (1448 properties) and REIF “Arrendamento Mais” (779 properties). We
started with 3788 cases, but we had to narrow our sample to those cases which were acquired
in 2013 and to properties with at least 35 m? of area, which is the minimum area for an
apartment in Portugal (cf. Portuguese Law Decree 38 382/51 of 7" of August). Therefore, we
ended up with the 2227 observations referred with data for two periods: acquisition (2013)

and now (2018).

For all properties in our sample, we have the following data: acquisition value; monthly rent
at the acquisition moment; current value; current monthly rent; gross area of each apartment

and location.

In terms of geographical distribution across Portugal of our sample (cf. Graphic 1), the
majority of cases is verified in Lisbon (Portugal’s capital), Porto and Setubal. The average
area of the residential units is 101,9 m? and the standard deviation is 37,99 m’. The median
area is 94,7 m? and the variable area is positively skewed, so, most of the cases have lower
areas and a few observations have high areas. The distribution of areas in each REIF is

summarized in Graphic 2.

Graphic 1: Geographical Distribution of the Sample Used across Portugal
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Graphic 2: Distribution of the Area of each Apartment
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In Table 1, we present a descriptive analysis of the variables we are studying. To further

details on these statistics cf. Appendix 8.

The average property value in 2013 was 89.970,16€ and the median was 72.250,00€, which
means that 50% of the properties had a value equal or lower than 72.250,00€ and 50% of the
cases were valued greater than 72.250,00€. The standard deviation of this variable is
53.805,96€, so, on average, the property value in 2013 was deviated from its average by
53.805,96€. The skewness coefficient is greater than zero, meaning that the distribution is
positively skewed (or skewed to the right): there is a concentration of observations to the left
of the mean. A note shall be made to the extreme property values (maximum and minimum):
these values are significantly different from each other and the data provided does not allow
for further consideration on the specific type of assets, so, for the purpose of our analysis, we

use the median property value.

The average property value in 2018 was 90.142,00€ and the median was 74.000,00€, which
means that 50% of the properties had a value equal or lower than 74.000,00€ and 50% of the
cases were valued greater than 74.000,00€. The standard deviation of this variable is
51.676,50€, so, on average, the property value in 2018 was deviated from its average by
51.676,50€. The skewness coefficient is greater than zero, meaning that the distribution is
positively skewed (or skewed to the right): there is a concentration of observations to the left
of the mean. For the purpose of our analysis, as we did relatively to 2013, we use the median
property value and we can verify that, on average, property values have increased 0,19%

between 2013 and 2018.
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The average monthly rent value in 2013 was 447,66€ and the median was 360,00€, which
means that 50% of the properties had a monthly rent equal or lower than 360,00€ and 50% of
the cases were valued greater than 360,00€. The standard deviation of this variable is 268,97€,
so, on average, the rental value in 2013 was deviated from its average by 268,97€. The
skewness coefficient is greater than zero, meaning that the distribution is positively skewed
(or skewed to the right): there is a concentration of observations to the left of the mean. For

the purpose of our analysis, we use the median rental value.

The average monthly rent value in 2018 was 319,98€ and the median was 293,25€, which
means that 50% of the properties had a monthly rent equal or lower than 293,25€ and 50% of
the cases were valued greater than 293,25€. The standard deviation of this variable is 140,40€,
so, on average, the rental value in 2018 was deviated from its average by 140,40€. The
skewness coefficient is greater than zero, meaning that the distribution is positively skewed
(or skewed to the right): there is a concentration of observations to the left of the mean. For
the purpose of our analysis, as we did relatively to property values, we use the median rental
value. As it can be seen, contrarily to property valuations, rentals have decreased, on average,

between 2013 and 2018.

A note shall be made on the verified decrease of average rental values between 2013 and
2018. The most probable explanation has to do with the change of tenants: old tenants exited
homes and new ones negotiated lower rents. This is supported on two facts. First, real estate is
highly related with the location of the properties (Neves, Montezuma, & Laia, 2010; Belev &
Gold, 2016), so, in an extreme scenario, each municipality entails a different market, with
different characteristics. Second, and in the line with the first argument, of houses to be rented
was stable between 2013 and 2015 and the supply of houses to rent registered an increase, in
Portugal (APEMIP, 2018). To fully determine the causes of this effect, we had to had access

rental contracts and study the different locations.

There is another value that we shall use that is the tax registered value of each property: we
had access to data from 2018, but not for all 2227 observations. From the 889 of the 2227
cases from which we had data, we estimated the geometric mean for the difference between
the property value and the taxable property value, which is less 24,34%: we used the

geometric mean since it is more appropriate to deal with rates.
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Table 1: Descriptive Analysis Summary of the Sample Used

Gross  Property Value Rent in 2013 Property Value Rent in 2018

Variable

Area in 2013 (Monthly) in 2018 (Monthly)
Units m’ € € € €
Average 101,90 89 970,16 € 447,66 € 90 142,00 € 319,98 €
Std. Deviation 37,99 53 805,96 € 268,97 € 51 676,50 € 140,40 €
Median 94,70 72 250,00 € 360,00 € 74 000,00 € 293,25 €
Maximum 429,60 686 150,00 € 3430,00 € 735 000,00 € 2 500,00 €
Minimum 35,33 4 050,00 € 20,00 € 5 000,00 € 30,34 €
Inter Quartile

40,85 44 650,00 € 220,00 € 46 450,00 € 121,34 €
Range
Skewness 1,70 3,46 3,46 4,01 4,47

4.2. Determination of the Tax Base for 2013, 2018 and 2023

Having described the Methodology used and presented statistics our sample, we calculate the
tax base for each year and tax generating factor in Table 2. However, we shall present a note
on Capital Gains: to calculate this value we have determined the difference between the
amount hypothetically received from selling and the acquisition price (value in 2013)
corrected by a monetary correction coefficient (cf. Table 2). Since the Capital Gains were
negative in both theoretical periods (2013-2018 and 2013-2023), we decided not to include

the monetary correction coefficient.
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Table 2: Determination of the Tax Base

Determination

of the Tax Base

Year

1013

2018

2023

Assumptions

Property Value

Capital Gain

Capital Gain Corrected

200363 343,73 €

200 746 223,00 €

1620934.17€ -

38268127€

201 129637.17€

1237 34200€

166 093, 44€

The sum of all property values in each year, 1. e., the value
of the Portfolio of the 2227 observations. For 2018 to 2023,
we assume the same variation that occured from 2013 to
2018.

Determined accordingly with the Portuguese Tax Legislation
(cf. articles 42nd and followings from the Portuguese
Individual Incoma Taxation Cods).

Since the Capital Gains were negative, to force tagation we
did not consider the monstary correction referred in article
30th of the Portuguese Individual Income Tazation Code.

Annual Bental Income

Menthly Rent

Occupancy

11 963 220,00 €

906 933.00€

100%

71260121 €

100%%

11963 220,00 €

906 933,00 €

100%

The sum of the rental income of all observations multiplied
by 12 te obtain the annual amount. In 2023 rents are
assumed to be equal to 2013.

Used to calevlate the Stamp Duty in each year assuming
tenants change in each specified year. It is the sum of the
monthly rents in each vear.

Property Taxable Value

151 395 037.19€

151 884 583 84 €

152174 68348 €

Respecting the differences between property value and tax
registered values in 2018, which is less 24,34% for the
second.

4.3. Real Estate Taxation in Portugal

In accordance with sections “2.2 Real Estate Taxation in Portugal” and Appendix 1, we can

summarize the taxation of the portfolio defined previously respecting the Portuguese tax

legislation in Table 3.

We present three columns. The first column is taxation in 2013, year of acquisition of the

portfolio (assuming the 1% of January). The second column is taxation in 2018, assuming the

same rules/legislation as in 2017, if it was sold at the end of that year (no property tax on this

year). The third column concerns taxation in 2023 if it was sold in 2023 (no property tax on

this year and the capital gains tax is only charged in 2023).
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Table 3: Real Estate Taxation in Portugal - Portfolio Example

Real Estate Taxation in Portugal for Non-Residents

Year 013 2018 2023 Ohservations
Acquisition of Portfolio 16 029 083,50 € Transfer tax, being charged the maximum rate: 334
Stamp Duty on Acquisition 160200835 € Special Stamp of 0.8%5 in 2013

Stamp Duty on Tenancy Contracts 00 693 50 € 71260,12€ 99 693,50 € Stamp Duty of 10% on the monthly rental value

Bental Income 334070160 € 239434007 € 3349 701,60 € 28% for individuals in all years
Property tax 682 171,76 € 683 480.67 € 0.45% of the "Property Taxable Value"
Capital Gains Tax 107 150,76 € 214 306,16 € 28% for individuals in both years

Additional Property Tax ("AIMI")

This tax is not levied, because we assume the average
mvestment to be between S00000€ and S90000E.

Total per vear 21763 56471 €

257273094 €

3663 00126€

The investor only pays the propoeerty tax of 2018 if he sells
in 2023, but he never pays the property tax of 2023.

Taxation in 2013 and 2018

24336 J1565€

Taxation in 2013, 2018 and 2023

18 576 546,83 €

4.4. Real Estate Taxation in Spain

No property tax charged in 2018,

When the property is only sold in 2023 (projection), no
capital gains tax is charged in 2018, However, the imvestor
pays the property tax of 2018, but not the one
cotresponding to 2023.

In accordance with sections “2.3 Real Estate Taxation in Spain” and Appendix 2, we can

summarize the taxation of the portfolio defined previously respecting the Spanish tax

legislation in Table 4. To calculate the TIVUL, since the value of the building has to be

excluded, we applied the Portuguese Regulamentary Decree 25/2009 of 14" of september,

namely its article 10" to assume that the value of the land corresponds to 25% of the total

value.

Table 4: Real Estate Taxation in Spain - Portfolio Example

Real Estate Taxation in Spain for Non-Residents

Year

2013

2018

2023

Ohservations

Acquisition of Portfolio
Stamp Duty on Acquisition

22039939831€

Transfer tax, being charged the maximum rate: 11%
Exempt

Stamp Duty on Tenancy Contracts 99 693,30 €

T1260,12€
2052201 43€

00 693.50€
2871 17280€

Mo reliable and zolid literature was found on this izsue, so,
we assume it to be equal to Portugal
24.73% in 2013 and 24%: in 2018 and 2023

Rental Income 206080695 €
Property tax 1667 545,63€
Capital Gains Tax

"TTVUL"

197449972 €
95 67032 €

42147975 €

191 52336 €

42228475€

1,1%in 2013; 1,3% in 2018

25% in 2018 and 2023

3,7% of 30% of the land cadastral value, without the value of
the building (presumably, the building represents 73% of
value)

Total per vear 26768 123,80€

2640 701,67€

3584 67441€

The investor only pays the propoerty tax of 2018 if he sells
in 2023, but he never pays the property tax of 2023.

Taxation in 2013 and 2018

20 408 827,56 €

Taxation in 2013, 2018 and 2023

34 450 851,62 €

No property tax charged in 2018.

When the property is only sold in 2023 (projection), no
capital gains tax nor "TIVUL" is charped in 2018. However,
the investor pays the property tax of 2013, but not the ons
cotresponding to 2023.

29



4.5. Real Estate Taxation in China

According with section “2.4 Real Estate Taxation in China” and Appendixes 3, 4, 5, 6 and 7,

we can summarize the taxation of the portfolio in the following regions of China: Beijing (cf.
Table 5); Shanghai (cf. Table 6); Guangzhou (cf. Table 7); Special Administrative Region of
Macau (cf. Table 8) and Special Administrative Region of Hong Kong (cf. Table 9).

Table 5: Real Estate Taxation in Beijing

Real Estate Taxation in Beijing

Year 2013 2018 023 Ohservations
Acquisition of Portfolio 10 719 449,59 €

Sale Apraement 100 181,77€ 0.03%: of the as=zets value.

MNotarization Fees 601 090,63 € 0.3% of the property purchase price

Deed Tax 10018 17719€ 3% of the purchase price
Rental Income 1887 796,12 € 1349 381.65€ 1387 796,12 €

Stamp Duty 1196322€ $55121€ 1196522€ 0,1% of the lease fees (annual)

Real Estate Tax 478528 80€ 34204838 € 478 528 80€ 4% of rental income

VAT 179 448 30 € 128 268 22 € 179448 30€ 1.5% of rental income

City Maintenace and Construction 1256138 € 307878 € 12561 38€ Tieof VAT

Education Fee Suplement 338345€ 384805€ F38345€ 3% of VAT

Local Education Fee Suplement 558897€ 256536€ 358897€ 2 of VAT

Individual Income Tax 1196322.00€ 83512145 € 1196322.00€ 10% of the income from property leasing
Portfolio Sell 10854 T2T42€ 10990 263,62 €

VAT 10037 31125€ 100356 481,86€ 5% of the amount of sales

City Maintenace and Construction Tax

Land Appreciation Tax

N2 61179€
114 80438 €

103933,73€

22082803 €

Taof VAT
30% given the profit rate <30% on the capital gain (JLL,
2018)

Total per vear

12607 24571€

12 204 10907 €

12 878 059,74€

Taxation in 2013 and 2018

24811 354,78 €

Taxation in 2013, 2018 and 2023

16 834 687,00 €

When the property is only seld in 2023 (projection), no
Portfolic Sell taxes are charged in 2018,
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Table 6: Real Estate Taxation in Shanghai

Real Estate Taxation in Shanghai

Year 2013 018 023 Ohbservations
Acquisition of Portfolio 10 719 449,59 €

Sale Agreement 100 181,77 € 0,05% of the az=stsz value.

Notarization Fees 601 090,63 € 0,3% of the property purchase price

Deed Tax 10018 177.19€ 3% of the purchase price
Rental Income 2321 014,20€ 1908 161,54 € 2321 014,20€

Stamp Duiy 11963 22€ 835121 € 1186322€ 0.1% of the lzase fees (annual)

Feal Estate Tax 1433 586 40€ 1026 145 74€ 1433586, 40€ 12% of rental income

Land Use Tax 873 464,38 € 873 464,38 € 873 464,38 € ;ggf:fg;fg“ﬁcfm‘H‘Iﬁgﬁm“‘;ﬂiﬂﬁ'ﬁ‘; 01
Portfolio Sell 10854 T2TA2E 10 990 263,62 €

VAT 10037311,25€ 10036 481,86€ 3% of the amount of sales

City Maintenace and Construction Tax 702 611,79€ T03933,73€ 7% of VAT

Land Appreciation Tax 11480438€  22082803€ jglsf“m the profit rate <30% on the capital gain (JLL,
Total per vear 13040 463, 79€ 12762 888095€  1331127782€

Taxation in 2013 and 2018 25803 352,74 €

When the property is only sold in 2023 (projection). no
Taxation in 2013, 2018 and 2023 28250 003,14 £ Portfolio Sell taxes are charged in 2018.

Table 7: Real Estate Taxation in Guangzhou

Real Estate Taxation in Guangzhou

Year 2013 2018 2023 Ohservations
Acquisition of Portfolio 10719 449,59 €
Sale Apreement 100 181,77 € 0,05% of the assets value.
Notarization Fees 601 090,63 € 0,3% of the property purchase price
Deed Tax 10018 177.19€ 5% of the purchaze price
Rental Income ¥ 969 020,82 € 692 648,38 € 969 020,82 €
Stamp Duty 11963,22€ 855121€ 1196322€ 0,1% of the lease fees (annual)
Rental Income Tax 957 057,60 € 684 00716 € 957 057.60€ 8% on annual income
Portfolio Sell 10854 T2T42€ 10990 263,62 €
VAT 10037531125€ 10056 481,86€ 3% of the amount of sales
City Maintenace and Construction Tax 02 611,79€ 703 933,73€ T of VAT
Land Appreciation Tax 114804386  22082803€ jgm;“m the profit rate <30% on the capital gain (JLL,
Total per vear 11688 47041 € 11547375,790€ 11950284 44€

Taxation in 2013 and 2018 23235 846,20 €

When the property is only sold in 2023 (projection), no
Taxation in 2013, 2018 and 2023 24 340 403,22 € Portfolio Sell taxes are charged in 2018.
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Table 8: Real Estate Taxation in the Special Administrative Region of Macau

Real Estate Taxation in the Special Administrative Region of Macan

Year 2013 2018 2023 Ohservations
Acquisition of Portfolio 27049 078,40 €

Tax on Acquisition 26047 26068 € 13% on the portfolio value

Stamp Duty 1001 81772€ 0,005 of the portfolio value
Rental Income 1136 50590 € 812 36538 € 1136 505,90 €

Stamp Duty 30 816,10€ 4273607 € 30 816,10€ 0,003 of the annual rental income

Rental Income Tax 1076 639.80€ 769 60931 € 1076 639.80€ 10% of 0% of the annual rental income tax
Portfolio Sell - € - €

No information on taxes of this naturs

Provisional Tax Not discussed

Total per vear 28 183 38430 € 31236333 € 1136 503,90€

Taxation in 2013 and 2018 28 997 949,68 €

When the property is only seld in 2023 (projection), no
Taxation in 2013, 2018 and 2023 30 134 45558 € Portfolio Sell taxes are charged in 2018.

Table 9: Real Estate Taxation in the Special Administrative Region of Hong Kong

Real Estate Taxation in the Special Administrative Region of Hong Kong

Year 2013 2018 2023 Ohservations
Acquisition of Portfolio 054 531.56€
Buver's Stamp Duty 30054 531.36€ 13% of the assets value.
Rental Income 1824 391,05 € 1304 060,21 € 1824 391,05€
Income Tax 1794 483.00€ 1282682.18€ 1794 483.00€ 13% on annual income
Stamp Duty 2000805 € 21378.04€ 20908,05€ 0.25% of annual rent
Portfolio Sell 30 111933,75€ 30169 44557 €
Stamp Duty on Sell 30111933756 3016945 57€ f;;;;fthgm’“‘“ of sakes (Part 1 of Scale 1 - ef. GovHK,
Special Stamp Doty z{ot applicable, because the holding peried was greater than
36 months
Total per vear 318789022 61€ 3141500306€ 31003 83662€

Taxation in 2013 and 2018 63 294 916,57 €

When the property is enly sold in 2023 (projection), no
Taxation in 2013, 2018 and 2023 65176 81945 € Portfolio Sell tares are charged in 2018.
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4.6. Real Estate Taxation in Portugal, Spain and China: Comparative Analysis

Given the results presented in the previous sections, we can summarize the differences in

terms of real estate taxation in the three countries in Table 10.

Table 10: Summary of Real Estate Taxation in Portugal Spain and China

Comparative Analysis of Real Estate Taxation

Portugal

Spain

Beijing

Shanghai

Guangzhou

SAR Macau

SAR Hong Kong

Taxation in 2013 and 2018

2433631565 €

2040882756 €

24 81133478€

23 803 332,74 €

2323584620 €

28997 04068 €

63 204 016,37 €

Taxation in 2013, 2018 and 2023

2837634683 €

34430 831,62€

26834 687,00€

28239 803,14€

2434040322€

30134 435,58€

6317681945 €
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5. CONCLUSIONS AND RECOMENDATIONS

In the Introduction, we defined the main purpose of this Dissertation: to compare the tax
policy for real estate in Portugal, Spain and China, regarding individual investors, with focus
on individual Chinese real estate investors in Portugal and Spain. In this chapter, we outline

the main conclusions and findings.

The first major finding of this Dissertation is concerned with the fact that the taxation
frameworks of real estate are significantly different between Portugal and China and between
Spain and China. Between Portugal and Spain, the differences fall fundamentally at the rates

levied at the acquisition level and ownership state (but differences may be substantial).

Even though, we have simplified the legislation and adopted a description of the different
taxes through four main axes: acquisition of properties; exploration (renting) the same
properties; sell of the real estate assets; and possession (for Portugal and Spain this last
feature was treated separately and for China it was connected with the rental income taxation).
Moreover, it was shown that in different regions in China, taxation frameworks and

legislation may be completely different.

Particularly, in the regions studied in China (except for Shanghai), it was found out that taxes
on possession of residential properties are only levied on rented houses (if the landlord is not
a company), which means that if the house is vacant no tax is due. Contrarily, in Portugal and

in Spain, property taxes are levied independently of the house being rented or not.

Another question that stands is the stratification of the real estate taxes levied in Beijing for
non-corporate landlords that rent residential properties. As it was presented, it is very clear the
association between the tax collected and the purpose of that tax, for instance, the “Education
Fee Supplement” or the “City Maintenance and Construction Tax” (cf. Appendix 6). This
means that there is a connection between property taxes and the provision of some public
goods, as it happens in the reasoning behind taxation frameworks in the European countries

(Cortés, 2011; Salm, 2016).

The construction of a real estate portfolio allowed to compare the different dimensions of

taxation in the seven taxation frameworks presented. In spite of the assumptions of this
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approach (cf. Methodology Section) and assuming always the maximum rate for each
dimension, it was found out that generally Portugal is aligned with Beijing, Shanghai, Macau
and Guangzhou (which levies taxation in a lighter way than Portugal, as calculated). On the
other hand, taxation in Spain is higher than in Portugal and is closer to Macau. Hong Kong is
the region where taxation is the highest and Guangzhou is the region where taxation is the

lowest, given the regions/countries studied.

The findings mentioned in the last paragraph are particularly important because they show an
alignment between real estate taxation in Europe and in the regions studied in China, except
for Hong Kong. This closeness is not in structural terms, but in the overall taxes levied on the
same tax base. However, it cannot be forgotten that we analyzed a Portuguese portfolio that
may be completely different from a Chinese pool of real estate assets — there are certain local
market characteristics that may be related to different taxation frameworks, but overall

absolute differences are not substantial.

As for the “Golden Visa” programs of Portugal and Spain that aim to capture foreign
investment, the real estate investment constitutes a good entry door to attain residency visas
(Casabury, 2017), but once it is incurred there are no special benefits applicable to income
from renting or selling the properties. Even in Portugal, the fiscal regime for non-permanent
resident investors described in Law Decree 249/2009 of 23 of September of the Portuguese
Government (Romao & Alves, 2011; Autoridade Tributaria ¢ Aduaneira, 2018) that may be
required, in addition, by investors, does not contemplate tax benefits or exemptions for real
estate investment as it does, for instance, for pensions. However, taxation is not everything

when evaluating investment opportunities.

A closer look into the differences verified between Portugal and Spain regarding the taxation
of non-residents highlights the fact that the Portuguese framework is more attractive in terms
of real estate taxation. The main differences are registered at the acquisition and possession
stages. A note shall be made on the fact that this study levied the maximum rates, and in the
case of acquisition taxes (transfer taxes) there is an interval of possible variation: for Spain,

for instance, the interval is 2% to 11% of the acquisition value.

In fact, if the transfer tax in Spain was the middle point of the interval, 6,5%, the overall
taxation between Portugal and Spain would be very similar, coeteris paribus. However, since,

newly constructed residential houses are subject to VAT at a 10% rate (Cushman &
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Wakefield, 2017), we assume that the transfer tax on used residential properties is closer to
the upper limit of the interval, thus, making Portugal more attractive in terms of real estate
taxation. As for the property tax, notice that the lower limit, 0,4%, of Spain is nearly the same

as the upper limit, 0,45%, for Portugal.

These previous paragraphs lead to other question regarding the DTA’s celebrated between
Portugal and China and between Spain and China that is related with the elimination of
double taxation. As it is stated in the DTA’s between Portugal and China (article 23™, nr.1);
Spain and China (article 24™ nr.2) and Spain and the Special Administrative Region of Hong
Kong (article 21%, nr.1), there is the possibility for Chinese taxpayers to deduct the amount of
taxes paid abroad in capital gains and income in China, as long as they are not higher than the
homologous tax that would be due following the Chinese legislation (Autoridade Tributaria e

Aduaneira, 2018; Agencia Tributaria, 2018).

On the other hand, a non-permanent resident in Portugal, according with article 81% of the
Portuguese Individual Income Taxation Code, that benefits from the exemption of taxation in
Portugal relatively to the incomes mentioned in the last paragraph generated abroad, have
these same incomes considered (englobed) when determining the tax rate to be applied to the
other incomes not exempt in Portugal. There is also the possibility to englobe the incomes
mentioned and opt for de taxation credit methodology defined in the number 1 of that article.
However, rental incomes received abroad do not need to be englobed. In addition, the country

where the incomes were originally generated cannot be a “blacklisted jurisdiction”.

In what concerns suggestions for future investigations, we would recommend the use of a
different methodology, for instance, interviewing investors that pursue real estate investment
in Portugal, Spain and China and try to determine if the different taxation systems produce a
major impact on net return. Another suggestion is to study deeper the interaction between

DTA’s and the “Golden Visa” programs.

36



REFERENCES

Adim, L. (2017). Between benefit and abuse: Immigrant investment programs. Saint Louis
University law journal, 121-136.

Agencia Tributaria. 4™t april 2018). Retrieved from

http://www.agenciatributaria.es/ AEAT.internet/en_gb/Inicio/La_Agencia Tributaria/

Normativa/Fiscalidad Internacional/Convenios de doble imposicion firmados por
Espana/China/China.shtml

ALLEA. (2017). The european code of conduct for research integrity: Revised edition.

Berlin: All European Academies. Obtido de All

European Academies:
https://www.allea.org/wp-content/uploads/2017/05/ALLE A-European-Code-of-

Conduct-for-Research-Integrity-2017.pdf

Amorim, J. C. (2017). A vantagem comparativa do regime fiscal do residente nao habitual em

Portugal. Dos Algarves: A Multidisciplinary e-Journal, 1-14.

Associacao dos Profissionais e Empresas de Mediacdo Imobiliaria de Portugal (APEMIP).

(2018). Autorizagdo de residéncia para a atividade de investimento (ARI): Margo

2018. Lisbon: APEMIP. Retrieved from
http://www.apemip.info/NL/newsletters/news/GabDireccao/Relatorio ARI Mar18.pd
f

Associacdo dos Profissionais ¢ Empresas de Mediacdo Imobilidria em Portugal. (2018).

Autoriza¢do de residéncia para a atividade de investimento (ARI): Setembro 2018.

Lisbon: APEMIP. Retrieved from
http://www.apemip.info/NL/newsletters/news/GabDireccao/Relatorio ARI Setembro
18.pdf

Associacdo dos Profissionais ¢ Empresas de Mediacdo Imobilidria em Portugal. (2018).

Setembro  2018: Market outlook. Lisboa: APEMIP. Retrieved from

http://dnn.apemip.pt/NL/GabDireccao/MarketOutook Setembro2018.pdf

37



Autoridade Tributaria. (4™t april 2018). Retrieved from
http://info.portaldasfinancas.gov.pt/pt/informacao_fiscal/convencoes_evitar dupla_tri

butacao/convencoes_tabelas doclib/pages/summary-tables.aspx

Autoridade Tributaria e Aduaneira. (2018). IRS: Regime fiscal para o residente ndo habitual.
Lisbon: Autoridade Tributaria e Aduaneira. Retrieved from
https://www.portaldascomunidades.mne.pt/images/GADG/IRS Regime Fiscal Resi
dente N%C3%A30 Habitual.pdf

Bai, C., Li, Q., & Ouyang, M. (2014). Property taxes and home prices: A tale of two cities.

Journal of Econometrics, 1-15.

Belev, E., & Gold, R. B. (2016). Optimal deal flow management for direct real estate

mvestments. Real Estate Finance, 86-97.

Blevins Franks. (19 de jun de 2017). What owning a slice of Portugal will cost you in tax?
Retrieved from Blevins Franks:
https://www .blevinsfranks.com/news/blevinsfranks/article/tax-implications-of-

owning-portugal-property

BNP PARIBAS (BNP). (2013). BNP PARIBAS guide to investing in Spain 2013. Madrid:
BNP PARIBAS. Retrieved from
https://www .realestate.bnpparibas.co.uk/upload/docs/application/pdf/2013-
10/investing_in spain_guide 2013 bnp paribas real estate.pdf

Bradsherjan, K. (23" january 2018). China's housing market is like a casino. Can a property
tax tame it? The New York Times, p. Bl. Retrieved from

https://www.nytimes.com/2018/01/22/business/china-housing-property-tax.html
Casaburi, 1. (2017). Chinese investment trends in europe: 201617 report. Barcelona: ESADE.

Cortés, M. C. (2011). Imposicion local sobre la propriedad: experiencia internacional y

lecciones para Espafia. Investigaciones Regionales, 117-138.

Cushman&Wakefield. (2017). Iberian real estate investment guide. Lisbon:
Cushman&Wakefield.

38



Deloitte. ~ (2013).  Guia  fiscal ~ 2013.  Lisbon:  Deloitte. = Retrieved  from
https://www?2.deloitte.com/content/dam/Deloitte/pt/Documents/tax/guia-fiscal-pt-
2013.pdf

Eichholtz, A., P. M., Gugler, N., & Kok, N. (2011). Transparency, integration, and the cost of
international real estate investments. Journal of Real Estate Finance and Economics,

152-173.

Emst & Young (EY). (september de 2013). Worldwide personal tax guide: 2013-2014
Worldwide personal tax guide. London: FErnest&Young. Retrieved from
https://www.ey.com/Publication/'vwLU Assets/Worldwide Personal Tax Guide 2013
-2014/$FILE/2013-2014%20Worldwide%20personal%20tax%20guide.pdf

European Commission. (october 2012). Possible reforms of real estate taxation: Criteria for
successful  policies.  Brussels: European = Commission.  Retrieved from
http://ec.europa.eu/economy_finance/publications/occasional paper/2012/pdf/ocp119
_en.pdf

Fengyang, Z. (2016). Os chineses em Portugal: as razoes da vinda e a sua situagdo atual
(Masters Dissertation). Retrieved from

http://repositorium.sdum.uminho.pt/bitstream/1822/44336/1/Zhang%20Fengyang.pdf

Financial Services Bureau (FSB). (18" jully 2018). Government of the Macao Special
Administrative Region. Obtido de Financial Services Bureau:

https://www.dsf.gov.mo/?lang=en

Gobierno de Espafia (GobEs). (23" august de 2018). Gobierno de Espaiia. Obtido de
Ministerio de  Asuntos  Exteriores, Uniéon Europea 'y Cooperacion:
http://www.exteriores.gob.es/Consulados/ CTIUDADDELCABO/en/InformacionParaEx

tranjeros/Pages/Nacionalidad.aspx

Gopalan, N. (8" march 2018). Don't bet your house on china's property tax. Bloomberg, pp. 1-
1. Retrieved from https:// www.bloomberg.com/gadfly/articles/2018-03-08/don-t-bet-

your-house-on-china-s-property-tax-just-yet

Government of Hong Kong. (9" jully 2018). GovHK. Retrieved from
https://www.gov.hk/en/residents/

39



Ho, K., & Lu, L. (2018). China: Tax treaty relief clarifications issued. International Tax

Review, 1-1.

Jones Lang LaSalle. (13 april 2018). JLL. Retrieved from
http://www.joneslanglasallesites.com/investmentguide/country/china/taxesonpossessio

nandoperationofrealestate

Jones Lang LaSalle. (9" Jully 2018). JLL. Retrieved from
http://www.joneslanglasallesites.com/investmentguide/country/china/taxesonacquisiti

onandtransferofrealestate

Lieser, K., & Groh, A. P. (2014). The determinants of international commercial real estate

investment. Journal of Real Estate Finance and Economics, 611-659.

Mateo, R. J. (2014). El visado de residencia para inversores introducido por la ley 14/2013 de
27 de septiembre, de apoyo a los emprendedores y su internacionalizacion («golden

visa»). Actualidad Juridica, 105-109.

Mesquita, R. (2014). Portugal o novo “paraiso fiscal” para os estrangeiros — regime fiscal
dos residentes ndao habituais e os golden visas (Masters Dissertation). Retrieved from
https://repositorio.ucp.pt/bitstream/10400.14/16607/1/Tese%20Raquel%20Mesquita.p
df

Neves, J., Montezuma, J., & Laia, A. (2010). Andlise de investimentos imobiliarios. Lisboa:

Texto Editores.

Nordhaus, W., & Samuelson, P. A. (2010). Economics. New Y ork: McGraw-Hill.

Organisation for Economic Co-operation and Development, OECD. (21 de november de
2018). OECD: Centre for Tax Policy and Administration. Obtido de OECD:
http://www.oecd.org/ctp/exchange-of-tax-information/convention-on-mutual-

administrative-assistance-in-tax-matters.htm

Qing, Z., & Guo, X. J. (2006). The modernization of real estate taxation in China. Journal of

Property Tax Assessment & Administration, 5-12.

Romado, F., & Alves, M. (2011). Regime fiscal do investidor ndo habitual: Principais
Vantagens. Actualidad Juridica, 127-134. Retrieved from

40



http://eds.b.ebscohost.com/eds/pdfviewer/pdfviewer?vid=17&sid=916d7905-267¢-
48aa-8dab-fela2ab7e¢9d4%40sessionmgr103

Salm, M. (2016). Property tax a local government financing instrument for megacities in

China. Journal of Property Tax Assessment & Administration, 5-34.

Saunders, M., Thornhill, A., & Lewis, P. (2016). Research methods for business students.

Harlow, England: Pearson Education Limited.

Sohlberg, M. (12 de january de 2018). Asia Property. Retrieved from Asia Property HQ:
https://www.asiapropertyhq.com/buy-property-china/

Wang, X. (6" december 2017). Is china ready for a property tax. The Diplomat, pp. 1-1.

Yahoo Finance. (26" october 2018). Yahoo Finance. Retrieved from Yahoo Finance:

https://finance.yahoo.com/currency-converter/?guccounter=1

Yangpeng, Z. (20" march 2018). China property tax based on 'apraisal value', with legal
process to be in place by 2019. South China Morning Post , pp. 1-1. Retrieved from
http://www.scmp.com/business/china-business/article/2125092/china-property-tax-

based-appraisal-value-legal-process-be

Yuan, Z., & Xiang, W. (2013). A longitudinal analysis to the effect of real estate regulation
policies in china: Evidence from microscopic perspective. 2013 International
Conference on Management Science and Engineering 20th Annual Conference
Proceedings Management Science and Engineering (ICMSE) (pp. 2035-2041).
Harbin, China: Harbin Inst. of Technology.

Zhang, L. (7" jully 2015). China: Nationwide real estate registration rules entered into effect.
Library of Congress, pp. 1-1. Retrieved from http://www.loc.gov/law/foreign-

news/article/china-nationwide-real-estate-registration-rules-entered-into-effect/

41



APPENDIXES

Appendix 1: Taxation of Real Estate in Portugal

Real Estate Taxation in Pertuzal (Cushrean & Wakefisld, 2007

Acquisition

Owoership

(1) Tramsfer Taxz (“IMT™): the

acquisition of real astate propertas
is subject to transfer tax levied on
the highest valne betwesn the
acquisition price and the fax
registerad valie at the following
rates: (1) 0% - 8% oo residential
property; (i) 6,5% on other urban
property or land constraction; (i)
5% oo mural property; (iv) 1004
when the buyer is not an individoal
and i recident in & “Dlacklisted
qurisdiction™, a5 defined in
Mingsterial Order 15072004 of 13
of Febreary;

(2) Value-Added Tax (VAT): the

acquisition of real estate propertes
is genarally exempt fom VAT, bat
it can be waived under certain
conditions.

2

Special Stamp: 0,8% levied on
the same tax bass as the Tansfer
tax, umless the exemption of VAT
hias been waived, in which case it is
not dos, however, the mansfer tax
15 still applicable in this case; 10%
for rentals {levied omce oo the
monthly rent).

Sale

(1)

)

Capital Gains (mon-residents):
1506 for corporate entifies; 2804
for individuals. These gains may be
excnded from taxation in Portugzal
if a DTA zpplies; resident
individwals msy sum the capital
gains with other income at 5% if it
iz oot wsed in 3 wade or busimess;
VAT: generally etempt, but the
exemptica may be waived under
certain condifions.

(1) Rental Imcome (mon-residemts):
2804 in the case of individnals; 250
in the case of companies; im both
cases, the income is subject toa 25%
withbolding tax if the enfties that
pay have organized accounting
resident individuals may e mabject
toa 2804 tax or sum the income with
incomes from other categories;

(2) VAT: renizls are geasrally evemipt
from VAT, but it can be waived
under certain conditions and subject
1o the standard rate of 2304;

(3) Property Tax: It vanss from 0L.3%
1o 0.45%% for urban property and land
for constaction and 0.8% oo rural
propesty, being walved om the
propesty tazshle value If the oames
is 3 company resident im A
“blacklisted jurisdiction”, the tax rams
iy 7.584;

{4) Additional Property Tax
(“AINIT™): 0.T% for individuals;
0.4% for conmpandes; and T.5% for
enfities resident im a3 “blacklisted
jurizdiction”. This tax is levied on the
sum of all fax registersd wrban
propesty values and paid by property
owners as of 31" of December.
Individnals are only taxable oo the
value exceading €600.000,00 (six
hundred thousand earcs), but are
subject to an increased rate of 1% on
part excesding one million euros;

(%) Special Contribution: 20% to 30%
on the incresse of valoe and may
apply in the event of aoy oew
propesty developments due to major
infrastuchure  public works carmed
ouwt im Lishon Pormo and their
outskirts. It is due by the person or
enfity in whose name the building
permif is issued.
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Eeal Estate Taxation in Portugal in 2013 (EY, 2013; Deloitte, 2013)

Acqguisifion

Ownership

(1) Transfer Tax (“IMT™): the

acquisition of real estate properties is
smiyject to Tansfer tax levied on the
highest value between the acqnisition
price and the tax registered valne at
the following rates: (i) 0% - 8% oo
recidential property; (i) 65% oo
other wrban property or land
comstaciion; (i) 5% oo moral
property; (ivy 10% when the buyer is
not an individes] and is resident in a
“blacklisted jurisdiction”, as defined
in Ministerial Order 1502004 of 13°
of Febmeary;

() Valne-Added Tax (VAT): the

aoquisition of real estale propertses is
generally exempt fom VAT, e it
can  bhe waived wnder certaim
conditions,

2

Special Stamp: 0,8% levied oo the
same tax base as the mansfer tmx,
unless the exsmption of VAT has
been waived n which case it = mot
due, hiorever, the tramsfer tax is sl
applicable i this cazs 10% for
rentals (Jevied once on the monthby
Tent).

Sale

(1)

2

Capital Gains (non-residents): 2506
for corporsie enbties; 28%  for
individuals These gains may be
exchuded fom taxation i Pormgal i
a DOTA appliss; resident individuoals
ey s the capital gains with other
imcoime at 50% if it is not used in a
trade or business;

VAT: penerally exemp: but the
exemption may be waved wunder
cartain condifions.

(1) Eental Income (mon-residenmts):
8% i the case of mdividuals;
25%% in the case of companies; in
both cases the income is sabject to
a 5% wathholding tax if the
entifies that pay have organized
SCCOUDNnE;

(¥} VAT: reatals are generally exempt
from VAT, but it can be waived
under certain conditions and
smlyject to the standard rate of 23%40;

(3) Property Tax: It varies oo L3%
to (L45%0 for whan propemy and
land for constuction and 0.8% oo
nural property, being waived on the
property taxabls valoe. If the owmer
is 4 compsny resident Im a3
“blacklisted jurisdiction” the tax
raie 1= 7504,

(4) Additional Property Tax
(“AIMI™). intoduced inm 1®
Tammeary 2017;

(5) Special Contribufion: 24 1o
30%0 oo the increase of value and
may Apply in the event of any new
property developments due o
major infFastruciure public works
cammied out in Lishon, Porto and
their owtskirts. It iz due by the
peTsomn of entity in whoss name the
boilding permit i= issued.
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Appendix 2: Taxation of Real Estate in Spain

Eeal Estate Taxation in Spain (Cushmen & Wakefield 2017)

Acquisition

Oremership

(1) Valoe-Added Tax (VAT): newly
completed or resiored propertes -
(1) 2% if if consists of a ransfer
of 3 non-residential property; (i)
10%s if it comsists of 3 residential
property (mcluding parking spaces
and storage units); used propertes
are exempt of VAT and subject o
Transfer Tax — the exemphion may
he waived if certain conditions are
met in the case of non-residential
Properiies;

{2} Transfer Tax: nsed properties are
subject to ransfer tax (3nd exempt
fromm WAT) at rates from 2% to

11%s depending on the ragion].

(1} Rental Income: 25%_of net rent
(Eross renf less certain expensac) if
Spanish resident companies; 24049
if ponresidents from oo
Ewropesan Umon Conniries; 1004 if
non-Tesidents fTom  European
Union Counfries; If mon-residents
have & penmanent sstablishment
they are txad o the same way as
residents;

(¥} VAT: rentals for commercial uses
are subyject to VAT at the zeneral
rate of 21%; residential rentals ars
exempt bt subject o Tansis tax
except o the cases m which the
landloed pronidas SETVICES

(3) Stamp Duty: paid by the
purchaser at rates betwesn 0.25%
and 2. 5%, depending on the ragion
whers the properies are located If
the transfer is subject to Transfer If
the tramsfer i= subject to Tramsfer
Tax, the buyer i= exempi fom
payving the stanmp dury.

equivalenis to those of the hotel
industry;

(3) Property Taxz: It wvaries fom
0.4% 1o 1.3% of the propery
cadasiral value depending on the
region. In Barcaloma, 3
“matropolitan tax™ of 0.149%% of
the cadastral value is doe;

(4) In the case of companies thai camy

oa leasing activities, an additional
0.1% of the cadastral value is due
if anmmal tormover is grester than 1
million earos snd it operates for
miors thaw Mg years.

Sale

(1} Capital CGains: 25% of the diference betwesn the wansfer price and the tax value of
the propertes (similar to the net carryving value determined o sccounting); 18840 if it

15 3 mon-resident enfity;

(2} Local Tax on the Increase of Valoe of Urban Land “TIVUL™: up to 300 of the
land cadastral valus — the valoe of the buildine should not be considered — adjusted
by a percentage determinsd the mumber of vears that the land has besn held by the
saller (op to 20 years) by a2 coeficient ranzing fTom an aomaal 3% fo 3. 7%
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Eeal Estate Taxation in Spaim in 20013

Acquisition (BNP, 2013)

Ownership (ENF, 2013; EY, 2013)

(1)

I

Valne-Added Tax (WAT): newly
completed or restored properties -
(i) 21%% if it comsists of a ransfer
of a non-residentiz] property; used
properties are exempi of VAT and
subject to Transfer Tax — the
exemption may be wamed if
cartain conditions are met in the
case of non-residentiz]l properties;

Transfer Tax: nsed properties are
subject to Tansfer tax (and sxempi
from VAT) at rates from 3% to

11% depending on the ragion).

L

Stamp Duiy: paid by the
purchaser at rates between 0 25%:
and 2 %, depending oo the region
where the properties ame located. If
the Tansfer is subject to Transfer
Tax, the buwyer is exempt from
paying the stamp duty.

(1} Rental Income: 30%_of net rent

(EToss rent less certain expenses) if
Spanish  resident  companies;
24.75% if pon-residents; If nom-
residenizs  have a permanent
establishment they are taxed in the
same  way as  residents; Tax
residents may have 3 reduction in
taxable reatal incoms up o 1002
if the tenants meet certain
conditions;

(2} VAT: rentals for commercial wses

are subject to VAT at the genaral
rate of 21%4;

(3} Propertyr Tax: It varies fom

0.4% to 1.1% of the property
cadastral valie depending on the
TEZIO0.

Sale (BNP, 2013; EY, 2013)

(1) Capital Gains: the dfference betwesn the Tensfer price and the tax vahe of the
properties (similar to the net camying value defermined in accouniing) is taxed as
follows: 21% untl €5_000 &0: 75% fTom €46 000,00 up to € 23 900 09 and 27% fom
€24 000000 coweards; 21% if it is & non-resident enfity;

(2) Local Tax on the Increase of Value of Urban Land “TIVUL™; the Tansfer i
subject to this tax if the property was owned for at least one year.
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(Beijing, Shanghai and Guangzhou)

Eeal Estate Tazation in China — Acquisition and Transfer of Real Estate

Beijing, Shanghai and Guanzzhon (Guangdong) (Jooes Lang LaSalle, 2018

Stamp Duty

Sale Agreements: (.05% of the value of
the azzets

Laaze Agreamanis: 0.1% of the leasing fee

MNotarization Fees

0.01%s - 0.3% of the property purchase

price

Sole Property for family cocupation under
9 sguare metars: 1%

Dieed Tax (3%:-5% of property purchase
price)

Sole Property for family cconpation above
20 sgmare meters: 1.5%

Second Property for Samily ccoupation
under 20 square meters: 1%

Second Property for family acoupation
above B sqnare meters; 3%

Valwe-Added Tax

If the property sold was owned less than 2
vears: 5% of the amount of sales procesds

If the property sold was owned more than
2 years: 5% of the amount of sales
procesds, unless it is & first propery,
which is exermpt

City Maintenance and Constroction Tax

1%, 5% or % depending on the location.

Land Appreciation Tax (LAT)

The L AT rate is applicable in a propordonsal way to the proft mdo. The costs deductible ars
the following: oniginal cost of Land Tse Bights; land development costs; constmction costs;
imterest; value-added tax; stamp duty ad the assessed valoe of old houses and aildings (Tones

Lang LaSalle, 201E)

Appendix 3: Taxation of Acquisition and Transfer of Real Estate in China
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(Special Administrative Regions of Macau and Hong Kong)

Feal Extate Tazation in China — Special Admimistrative Regions of Hong Kong and
Macan

Hong Kong (GovEE, 2018)

Macau (FSB, 2018)

reference to the stated considersfion or the
market value of the property (whichever is
the higher), at the following rates for different
holding periods of the property by the saller

Sale or Transfer of Immovable Sale or Transfer of Immovable
Properties Properties
Buorer's Stamp Duty (B5D): with effact
from 27 October 2012, unless specifically
exempiad, B is pavable on an agresment Valne Tate
for sale or & conveyance on sale executed - =
o Donations (over the 5%
for the acquisiton of aoy residential official val
proparty. BSD is charged at 15%% on the registered)
stated consideration or the market valoe of [0:2000000] 5 1%
the property (whichever is the higher). 12000000-4000000] § T0g
i . . : JAO0 00+ o0 ] § 3%
SEI]_-:[ Resul-enualf‘rupn.!ruesj. applicable Addifiomal rate (0 sum 107%
o instuments of residentizl propemy with the previous
exacuted on or afier 5 Movember 2016 applicable
A flat rate of 15% of the considerafion or
value of the property (the higher).
Special Stamp Duty: S50 is caloalated by Stamp Duty

5%« of the value of the contract

or iransferor before disposal.
The
Property
acquired IJT:FIJ:;'I'}'
from 20 .
Holding Pericd |Movember acquired
On 0T
20010 to 27
afiter 27
October
2012 Orctober
212
& months or less 15% 20
Mfore than &
maaths but for 12 1% 15%
moaths or less
More than 12
moaths but for 24 5a 10%%
moaths or less
MMore than 24
moaths but for 36 - 10%%
moaths or less

Appendix 4: Taxation of Acquisition and Transfer of Real Estate in China
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Feal Estate Taxation in China — Special Adminisirative Begions of Hong Kong and
Macan

Hong Kong (GovHE, 2018)

Sale or Transfer of Immovable
Properties — Stamp Daty

Besidential Properties: execated on or
after 5 Movember 2016 - a flat rate of 15%
of the consideramon or vahae of the propermy
{whichever iz the higher). If executad after
23  Febmary 2013 ‘at before 5
Movember 2016, Pamt 2 of Scale 1 is
applicaie (cf. GovHEL. 2018)

Non - Besidential Properties: executed on
or after 23 Febmary 2013 Part 2 of Scals
1 iz applicable {cf. GovHE, 2018).
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Appendix 5: Taxation of Possession of Real Estate in China'? (Shanghai and

Chongqing)
Eeal Estate Tazation in China
Shanghai (TLL, 2018) Chongging (TLL, 2018)
CRmar-o cumi Ig 5: Camer-occupied  properties:

from 0.4% to 0,6% of 70% of from 0,5% to 1,2% of T0% of
the originzl wvalue of the the orginal walue of the
PropeITY. FIOpETTy.

Leased properfies: 12% of rent
for both foreizn mand local

COmpanes

Land Use Tax: on land use
right holders (1,5 BMB - 30
FMME per square mefel per
annum), depending oo the
location and nse

2 Cf. Jones Lang LaSalle, JLL (2018)
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Appendix 6: Taxation of Rental Income in Shanghai, Beijing and Guangzhou

Eeal Estate Taxzation in China (Other way of Taxing Beatal Income fromn Fesidential

Properties))
Shanmzhai (TLL, 2018) Beijing (JLL. 2018)
Individual Corporate Individuoal Corporate
Landlord Landlord Landlord Landlord
Comprehensive Peal Estate Tax Feeal Estate Tax Feal Estate Tax
rate = %% (12% of rantal (4% of rental (12%; of rental
income) income) income)
“alne Added ahie Added ahie Added
Tax (5% of Tax {1,5% of Tax (11% of
rental income) rental income) rental income)
City City City
Mzintenance Maintenanca Maintenancs
andd and and
Constmcticn Constmaction Constaction
Tax (7% of Tax {1/5/ % of Tax {15 of
valne added valne addad value sddad
fan) ) fax)
Education Fes Education Fae Education Fea
Supplement Supplement Supplemeant
(3% of value (3% of valne (3% of value
addad tax) added tax) addad tax)
Local Education Local
Feoe Supplemant Education Fes
(2% of value Supplement
added tax) (2% of value
Corporate Incividnal Corporate
Incoms Tax Income Tax Incoms Tax
(25%; of the (10#4a of the (25% of the
incoms from income from income from
proparty propsty ProparTy
leasing) leasing) leasing)
Stamp Tax Stamp Tax
(0, 1% of Fental or (0, 1% of Rental
Income) Income)
Urhan and {ﬂmmg]]_:,jre rate Uthan and
Township Land = 5% Township Land
Tse Tax (1.5 Use Tax (1.5
EME - 30 EMB - 30
BMEB /m’ EME ‘m’
AN A
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Real Estate Tazation in China {Other way of Taxing Fents] Income from FNon-Fesidential

Properties))
Shanghai (TLL, 2013) Beijing (TLL, 2018)
Individuoal Corporate Individual Corporate
Landlord Landlord Landlord Landlord
F.eal Estate Tax Feal Estats Tax Fueal Ectate Tax Fieal Estate Tax
(12%a of rearal (12%% of rentsl {12%% of rental {12% of rental
inCome) income) income) income)
Walue Added Valne Addad Walue Addad Value Added
Tax (3% of Tax (5% of Tax (3% of Tax (11% of
rental incorms) rental incomms) remtal incorms) Teatal income)
City Ciry City City
Ahizmienance hMainrenance Mamienance Maintensnce
and and and and
Constoucton Consmaction Constmuction Consmuction
Tax (1% o Ta Tax (1% 1o T4 Tax (175 7% of Tax (7% of
of value added of vale added value added value added
ool tax) Ex) tax)
Education Fea Education Fee Education Fee Education Fae
Supplement Supplement Supplermsnt Supplement
(5% of value (5% of value (3% of value (3% of value
added tax) added tax) added tax) added tax)
Local Education Loxcal
Fee Supplamsnt Education Fae
{2%% of value Supplement
added tax) {2%% of valoe
Indivicaal Corporate Individnal Corporate
Income Tax Income Tax Income Tax Income Tax
(20% of the (25% of the (2044 of the (25% of the
income fom mcome from income from income from
property Property Property propsmy
laasing) leazing} leasing) leasing)
E-'.*'.._mp Tax Starng Tax Stamp Tax Stamnp Tax
{0,1% of Eental (0,1% of Fental (0,1% of Rental (0,1% of Rental
Incorms) Inciomme) Income) Income)
Urban and Urban and Urban and Urban and
Township Land Township L?"'i Township Land Township Land
Use Tax (1,5 Use Tax (1,5 Use Tax (1,5 Use Tax (1,5
EME - 30 BEME - 30 EME - 30 BEME -30
EME /m’ FMB /m* EME FME
anmm) anmm) ammm) anau)




Froperties))

Real Estate Taxation in China (Other way of Taxing Fental Income from Mon-Fesidential

Shanghai (TLL, 2018)

Beijing |

L, 2018)

Individual
Landlord

Corporate
Landlord

Individual
Landlord

Corporate
Landlord

ar

Comprehensive
Tate:

(1) Momnihly
Fental
<3150D
EME,
rate=12%;
(2} Monihly
Fanital
=31 504}
BME,
rate=T%

Eeal Estate Taxation in China (Other way of Taxing Pental Income from Fesidential

Proparties))
Guangzhon (TLL, 2018)
AMonthly Eental Comprehensive
Eate
[0;2000] BENB 4%
[2000; 30000] BAE 5%
130000 1 (] BAE T.0%
11000 + = [ EMB 8%

Real Estate Tazation in China (Other way of Taxing Fentsl Incoms from Mon-Fesidential

Propertisc)
Conangzhon (JLL, 2018)
Monthly Fental Comprehensive
Fate
[0; 2000 BEMB 5%
[ 20060 30:0:00] PME 8%
J30000; 1000 EMEB 13,74
JI0MHKY, + = [ BEMB 1485
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of Macau and Hong Kong

Feal Estate Tazafion in China - Special Administrative Regions of Hong Kong and
Macan

Hong Kong (GovHE, 2015)

Macau (FSB, 2018)

Leased Properties Leased Properties
[A] Eentz] Incoine 10% of the smmual rental value established
E] Lrecoverable Rent in the conmact deducted from 10% for
€] Al- -E1 maintsnance and conservation
[ Fates paid by owners
[E] [C]-[D] - -
[ Smmiory allowances for Unleased Properties
?E;‘J':.i and outgoings: [E] %% of the anmmal rental adminisfrative
FA L . . .
‘alue sstablished in the official documents,
Net Assessable | [E] - [F h
l?am‘;:‘fﬂ" El-TFl deducted from 10% for maintenance and
TazDue | 15% * AV ComservARon
Stamp Duty (depending on the term of the Stamp Dty
lzase)
Term Rate (Stamp Duty) 5% of the entire rental value of the

Mot defined | 0.25% of the wyearly or
or nmcertsin | average yearly rent rounded-
up to the nearsst § 100

contract

Unfil 1 year | 0.25% of the total rent
payable over the term of the
lezse  rounded-up o the
nearest 100

1-3years | 0.5% ofthe yearly or average
vearly rent rounded-up to the

nearest 100
Morethan 3 | 1% of the yearly or average
Vears vearly rent rounded-up to the
nearest 5100

Eeay money, | 4.25% of the consideration if
constuction | rent is also payable under the
fze gi. | lease Otherwize same duty

mentioned as for a sale of immovable
in the lease | property

Druplicate £5 each

ar
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Appendix 8: Descriptive Analysis of the Sample Used

Statistic Std. Error
Gross Area Mean 101,9007 ,80509
95% Confidence Interval for  Lower Bound 100,3219
Mean
Upper Bound 103,4795
5% Trimmed Mean 98,9472
Median 94,7000
Variance 1443,483
Std. Deviation 37,99319
Minimum 35,33
Maximum 429,60
Range 394,27
Interquartile Range 40,86
Skewness 1,705 ,052
Kurtosis 6,149 ,104
Property Value in 2013 Mean 89970,1588 1140,17165
95% Confidence Interval for  Lower Bound 87734,2477
Mean
Upper Bound 92206,0699
5% Trimmed Mean 83823,6625
Median 72250,0000
Variance 2895080829,664

Std. Deviation

Minimum

Maximum

53805,95534

4050,00

686150,00
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682100,00

44650,00

3,457

,052

23,648

,104

447,66

5,700

436,48

458,84

416,98

360,00

72344,435

268,969

20

3430

3410

220

3,460

,052

23,685

,104

90142,00

1095,048

87994,57

92289,42

84517,75

74000,00

2670460579,718

51676,499
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