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Efficient Financing Schema for Mining Enterprises: Trust - type Finance Leases

YUAN Hua - Jiang
(Beijing Bo St Law Firm, Beijing 100071, China)

Abstract: The Chinese enterprises which invest in the mining industry, except large state — owned
enterprises or large private enterprises, their financing channels are very limited. Their financing is
more difficult for their industry characteristics. Breaking through the traditional loan financing mod-
el and widening new financing channels is the historical proposition for all small and medium -
sized enterprises, including mining companies. By contrast, trust — type finance lease not only a-
chieves balance - sheet financing of trust companies and financial leasing companies, and it does
not affect their credit situation, dilute equity and earnings. It also enables mining companies may
be rental income net of depreciation of fixed assets under the condition of the two taxes became one
Enterprise Income Tax Law. At the same time, the cost paying by mining enterprises as the lessee in
the lease negotiations, the signing of the contract occurred in the process may be attributable to
lease the project fees, attorney fees, travel expenses, stamp duty and other initial direct costs, can
also be included in the value of assets on lease for a year - lease of fixed assets depreciation deduc-
tion. Trust — type finance leases achieve a win ~ win situation between the party funding and the fi-
nancing side.
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