% = H F =
Investing in U.S. Real Estate
+ 4 5] 5

Land

N

Apartment

Commercial

2. BB E G

1R 2 m [ 2 RIS B Dy 5% 6T T 3 F RIS, L m ) i 47 16 DX B ARG 1 3 6 4%
BE 3 1) g 1L o
a. Jriiti
RAATAESRE L T —H 300 JIRITTHINE L, BEER AN 36
Ji%kTe, PAEFESIAY 25 Ji%kIn. R R L AMMENEE IS 871(d)
FPTIRBERRR I AL, 4K 25 T3 3R Tuh 3 R ARG AE B R AN
SN AR LR A4 7.5 T RITTHIFTE R

2. Investing in U.S. Real Estate

Many Chinese invest in U.S. real estate due to the low risk of the
investment compared to the Chinese market.

a. Income Tax

Ms. Wu purchased an apartment building for $3 million. Rental income
from the building was $360,000. Expenses including depreciation were
$250,000. If Ms. Wu does not make a special IRC § 871(d) election, none of
the $250,000 of expenses may be deducted. This election save Ms. Wu
approximately $75,000 a year in U.S. income tax.
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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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c. Helping with Identifying Real Estate Projects.

Sometimes a large Chinese investor asks our assistance in identifying a large real
estate acquisition ($4 million or more of an equity investment). Many times we work
with Dave Snyder of Continental Realty that is one of the leading firms purchasing
and rehabilitating apartment buildings (multi-family housing) throughout the U.S. his
firm has made over $1 billion in real estate acquisitions and during its 30 years of
operations has not had a property with a negative rate of return. Please note that these
real estate investment only projects, there are no investment VISAs (i.e. no EB5
VISAs) available with these projects.
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