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b. U.S. Estate Tax

Currently, China does not have an estate or gift tax. However, the U.S. does. If
a foreign person individually owns U.S. assets when he or she passes away, the
U.S. estate tax is 40% of the fair market value of the assets, and only $60,000 of

assets may be excluded.

Mr. Lao owned an apartment building worth $5 million. He also individually
owned a U.S. corporation worth $20 million. Should he pass away, the estimated
U.S. estate tax is approximately $10 million. For many years, many planners
recommended a foreign corporation will be used to prevent U.S. estate tax. This is

because a corporation does not die.
Unfortunately, since the adoption of the U.S. inversion rules this structure most

likely does not work for transfers of real estate after 2004, and the foreign

corporation will be considered a U.S. asset for estate tax purposes.
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Rather than purchasing the U.S. real estate and then contributing the property to a
foreign corporation or having the foreign corporation purchase the U.S. real estate,
the Chinese person should have first formed a U.S. trust, then the U.S. trust should
have purchased the U.S. real estate.
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