/. DEZAN SHIRA & ASSOCIATES

Your Partner for Growth in Asia

f
) | n
[} f { AN
e et AN
PEPBEEA S S YU
BRI,
| SR
e’ s%6% 7% ¢\ ’\“
| AAARARARR

aaaaa
------
’’’’’

o [ J !
NSNS,
A 3 3N
AN
AL Tl AL POARINA
e’ P 3
’ "

AN
A
IS

Lease Agreement for Your

»
Az
......

China Business b AN

L]
‘‘‘‘‘‘‘‘‘
nnnnnn
nnnnnnn
NN
'''''''''
nnnnn
|||||||||
Salaladve B

''''''''
...........

:'I. ..':"
° ° ':.' .... . '
Richie He , iy
.ln.'ll.l.'l:.‘
° ° A‘ .l|"l‘ llll
Senior Associate of SC BAS | :::::,:«.:'r

/(M |..ll.‘ :::::

'l“:: !,t:

richie.he@dezshira.com TN
I TR

f:)

1]




wn
25
=
)
Q
A
<
=2
=
wn
> 2
-
N
(&
a

2%

Content

1 Importance of Office Lease

2 Key Reviewing Points for Office

Lease

3 Negotiation Tactics for Office

Lease

3

www.dezshira.com




TR

-~ oo
P - A A =
A X l\!llll!ll\lxlxl
e, - -y Eiawam

-.-----l\.--
-\.....----.-------
— -.l...h....-.-----t\l
. -!!ii.\.l-lh-------
'n,aananaaﬁn ﬁﬂﬂﬂnﬂnﬂllll.llll,lll
'fﬂttttﬂﬂ!ﬂ lﬂidvr}f..» ™o
,ﬂfﬂﬂﬂ!ﬂ!" .’fﬂfﬂ‘:
- %N a
,ttfﬂ!!!!!! b S B
4-91.15 -
'fﬁf!ﬂ!l!!! N aAw e .
- w R v
”ﬂ’ﬂ””"
-y ot W .
tﬂltttﬂ!! v,
W w e, .
’!t!ﬂt!!"! *Nuuw -
’rtﬂttrt! - aaw - -
”f S w - w
!r!tt - uw
- bt T
’ll"’ - fl.l
—— b -«
——— 2 = -
~—
~— -
—

Office Lease

—
(—
-
- —
==
- =

Importance of

-~ .~
-~ -
-



01 “always there”

* Usually existed before
incorporation

* Wil exist until the company
dissolve/deregister
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Mandated by law for incorporation

Requested for bank account
opening

Needed for daily operation

Spot check by relevant
government departments

Needed as contact point for
commercial relationship

03

“costly”

Middle scale company usually
size over 50 nT, which will incur
at least10K of rental,
management fee, misc. per
month

Deposit is usually 2-3 times of
“Monthly rental + Management
fee” and will be kept by lessor for
long period of time

www.dezshira.com



- w e o oo o
_——-———-———wwwwowow :

—~ aw e s o _—
-.--..hh--hhh---'-- -
-'l--.-.-h'-h---h-- B =1
-.\..-.h----------- -y s 4
- . -\..\'l---h-------- -~ s -
— S 'lll...-.-.-----l\.-- & s aw
=S S -\i.l..------------ -~ &~ = 4
—— W -!ll..h.l..
v it ~ o -
7 LTI ~ e i A o 2 -~ o
S . [ .....-.h------
‘ﬁﬁﬁﬁﬂﬂﬁﬂﬂﬂ - o el A
"tl!'!!'!.’ . n R & -~ oy o,
.Iﬂt.ﬂﬂr.rn.,
,’f””’ i A “a N
. " hwuw - .
'fﬂfﬂ!ﬂﬂ L -
“aw e e .
,tfﬂtﬂ!t!!l il .
,t!!t!rf!l CRuwuw 9
,!!ﬂtl . wua ;
',”' W
’!t!ﬂtt’ llwll.iy.‘
’rﬂﬂtﬂrttrt - a LN
’fﬂl!! b R - ) - W
- SYuw “Suw
ﬂlll W -
t’ﬂ!ﬂr - “
-
—— - " Y
-' : B =
~—— - -
’ R
—

Ints

Po

for Office Lease

iewing

PART J02

Key Rev




02

Key Reviewing Points for Office Lease

s the cor!tracting party Is the address legitimate, correct,
eligible? with all necessary certificates

Scope of maintenance PALTELY
obligation Rental
Insurance Clause Environment Cost Management Fee
Duty exemption clause Water & Electricity
Rent-free period Lease Relocation
Rliegrk:;i?\];fi?)rrlly Term Deposit Restoration

Renewal

Refund
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Key Reviewing Points for Office Lease

Is the address
Is the contracting legitimate, correct,

party eligible? Primary with aII.n.ecessary
certificates

<Environment

e
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Address
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Key Reviewing Points for Office Lease

( Primary )

(Environment Cost

Rental

Management Fee

Water & Electricity

Lease

=
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% Specify whether tax included < Define payment recipient % Agree on the frequency and
scale of rent increase

s Specify applicable tax rate % Make clear what kind of
Fapiao (invoice) is required

/ DEZAN SH'RA & -\SSO('-\TES www.dezshira.com 12
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02
| Key Reviewing Points for Office Lease |

o Example >

The rental amount set forth in this agreement includes 5% VAT, excludes property
management fee and other expenses.

®
\V/ENEL S aee Party B shall pay monthly management fee to the property management service Party A

engages then. The management fee is ¥ 36 per month per n (6% VAT included).

Water & Electricity

To maintain the management service quality, the management company is entitled to
adjust the fee and other expenses due to increase of operation cost or mandate to
increase by the authority, provided it serves the tenants with a 30 days advanced written

notice and the increase is not against relevant government regulation and is applicable to
every tenants.

/. DEZAN SHIRA & ASSOCIATES
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Key Reviewing Points for Office Lease

Scope of maintenance < Primary >
obligation
Environment

Duty exemption clause

Lease

Com
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Confine the scope of maintenance obligations on the
tenant

Try to remove maintenance responsibilities of tenant for
fixed facilities, public areas outside of the Leased Unit,
Window/Exterior glass within the periphery of leased unit

www.dezshira.com

\/
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Try to minimize exemption scenarios for landlord

Try to minimize harsh criteria for tenant leading to
easy duty exemption of the landlord

15



Example

Maintenance If Party B's improper use, intentional destruction, or negligent use causes the inherent facilities of the building in the

Obligations leased site (such as fire protection system, sprinkler system, electrical installation, hot and cold water pipes, telephone bus,
building automatic control system, air-conditioning coil fan and water supply and drainage) faulty, damaged, dangerous or

unsafe, and needs to be replaced or repaired, Party B shall employ a contractor designated by Party A or approved by Party
A to replace or repair, and Party B shall pay the relevant expenses.

L
Party A and/or the management unit shall not be responsible for and make any compensation (including loss of profit, rent

Duty Exemption reduction and rent-free period, etc.) for losses caused by Party B or any other person under any of the following

circumstances, unless the following circumstances are due to the intentional behavior or gross negligence of Party A
and/or the management unit:

(1) Outage or suspension of electricity, water and gas supply or telecommunication services in the building;
(2) Due to the breeding of mice, termites, cockroaches and other pests in the building;

(3) Party B suffers damage or loss as a result of other tenants violating the rules of the management of the building.
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Key Reviewing Points for Office Lease

( Primary )
( Environment

Rent-free period
P Lease

Right of Early :
Termination Term

Renewal
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+ Design of Rent-free period

« Say no to total pay-back for
rent-free period upon early
termination
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% Set space for early exit
% Set standard for early exit

without being losing the
deposit (e.g. assistance to find
equivalent lessee, 6 months
notice)

Right of First Refusal
No “Default Renewal” Only

“Express Renewal’, i.e. effective
renewal needs co-signed written
documents

www.dezshira.com 18
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Key Reviewing Points for Office Lease

Example
L ]
Rentjfrse The lease term of this lease contract is three years from January 1, 2021 to December 31, 2023. The rent-free period is three
erio
P months, from January 1 to January 31, 2021, January 1 to January 31, 2022, and January 1 to January 31, 2023.
I L ]
Early During the lease period, on conditions that (i) Party B abides by the terms and conditions of this contract, (ii) Party B notifies

Termination R , _
Party A in writing six (6) months in advance, and (iii) Party B successfully recommends a new lessee with at least the same

conditions as this contract and Party A has no vacancy losses, then Party B shall be entitled to early terminate this contract
without any liability of breach.
If Party B early terminates this contract in accordance with the immediately preceding paragraph, Party B shall pay to Party

A the rental of the enjoyed rent-free period in proportion to the early terminated period.
®

Under same conditions, Party B has the priority to issue a written renewal notice to Party A three months before the
expiration of the lease term, thereby enjoying the right to renew the lease of the house for three years (hereinafter referred

Renewal

to as the "renewal period").

The rent during the renewal period shall be determined by both parties according to the open market rent at that time, but
the monthly rent during the renewal period shall not be lower than the monthly rent of the house in the last month of the
lease period, and shall not be higher than 125% of the monthly rent in the last month of the current lease term.

19

/7 DEZAN SHIRA & ASSOCIATES www.dezshira.com

Your Partner for Growth in Asia



02

Key Reviewing Points for Office Lease

( Primary )
<Environment

Lease Relocation

Restoration

C Term Deposit

Refund
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Key Reviewing Points for Office Lease

< All payable fees should * Reasonable Grace Period < Try to avoid / exempt % Simplify the condition for
be listed for removing the registered obligation of restoration return of deposit
. address in case of to original status + Reasonable waiting period for
* Must be clear when and relocation: 30-90 days R : the refund of deposit (e.g.
how the deposit can be * Propose options: .
returned Do not link “Removing restoration or within 2 weeks)
registered address” to compensation % Partial refund of deposit (if
“‘Return of Deposit” the conditions of refund are

partially completed)

DEZAN SHIRA & ASSOCIATES
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Key Reviewing Points for Office Lease

O Example
°
Party B shall pay Party A rental deposit of RMB 20,000. All the security deposit, rent, management fee, water and electricity
miscellaneous fees and other expenses that Party B shall pay for the use of the leased premises have already been clearly
stipulated in this contract, nothing else other than clearly stipulated in this contract shall be paid by Party B to Party A,
management company or any other third parties.
L ]
Party B shall deregister its registered address from the leased site within 90 calendar days from the date of termination regardless
of the cause.
]
Party A agrees in principle that Party B does not need to restore the leased site to the original status upon termination of
lease, but Party B has no right to charge Party A any fees or require any offset for the decoration, facilities, etc. If Party A cannot
accept Party B's current decoration when termination, Party B may choose to: 1) restore the leased site to its original status at
its own expense; or 2) compensate Party A for the reasonable cost of restoration.
@
il Ne i When the lease expires or early terminated, if Party B has not committed any breach of contract for which remedial measures cannot
Deposit be taken, Party A shall refund the deposit to Party B within ten (10) calendar days after Party B has handed over the leased premises

and has paid off all the due amounts to Party A.
If Party A deducts any overdue payables by Party B from the deposit, Party A shall issue a VAT invoice to Party B for the not-refunded part.
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Negotiation Tactics
for the Office Lease
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Know your “enemy”

«  Are two parties across the
table matching in size?

« The to-be-leased area’ s
size? Lease term?

« Any fundamental flaws to
the leased area?
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Find an entry point

If the building was newly opened and in
urge need to be filled

If you propose to rent a longer term
If you can introduce new tenants

If the building has fundamental flaws

Compromise bit by bit

List all negotiable points
regardless of its
iImportance

Make compromise step by
step and bit by bit

Stand the bottom line

www.dezshira.com 24
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Publications Resources

ASIA BRIEFING

From Dezan Shira & Associates

Asia Briefing, a subsidiary of Dezan Shira &
Associates, publishes business magazines and
guides for China, Vietnam, India, Singapore and

other key nations in emerging Aisa.

U] CHINA BRIEFING £ VIETNAM BRIEFING

INDIA BRIEFING ASEAN BRIEFING

For more business publications, Please visit
Asia Briefing Bookstore:
http://www.asiabriefing.com/store/

/. DEZAN SHIRA & ASSOCIATES
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China Briefing Magazine:

China’s New IIT Rules:
A Guide for Employers

4 siapedia. h

Asiapedia is a collection of resources based on our
practical experiences.

To learn more knowledge on doing business in Asia,

K Please visit: https://www.dezshira.com/library /

www.dezshira.com 27


https://www.dezshira.com/library
http://www.asiabriefing.com/store/
http://www.asiabriefing.com/
http://www.china-briefing.com/
http://www.asiabriefing.com/store/book/china-new-iit-rules-guide-employers.html
http://www.asiabriefing.com/store/book/china-new-iit-rules-guide-employers.html
http://www.asiabriefing.com/store/book/human-resources-payroll-china-2019-2020.html
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FOLLOW US

Scan the QR code to discover
a collection of resources
based on our on-the-ground experience.

www.dezshira.com
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China's New IIT Law: Prepare
for Transition

DezanShiraAssociates

[ &
B
| . y
CHINA BRIEFING {‘ '
V3

Dorcas Wong
Associate
Editorial

On August 31, 2018, the second draft of the
Individual Income Tax Law was passed. The
new law makes changes to many elements of
the calculation and enforcement of individual
income tax (IIT) in China — focusing on ex-
panding deductibles, adjusting tax brackets,
and changing residency rules.

The aim of the new IIT law is to ease the tax
burden for low to mid income earners while
taking a tougher stance on both foreign work-
ers and high-income earners.

As the cost of living in China has rapidly in-
creased in recent years, the new IIT law offers
some relief for lower income earners by reduc-

www.dezshira.com
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