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Municipalities begin to accept 2019 IIT
subsidy applications
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In June 2020, municipal governments in China’s Guangdong Province
began to announce the acceptance of applications for 2019 individual
income tax (IIT) subsidies from certain highly-skilled and urgently-
needed foreign individuals, individuals from Hong Kong, Macau, and
Taiwan, and Chinese individuals with long-term resident permits in other
countries (qualified talent) as from 1 July 2020. The municipal
governments of Zhongshan and Shenzhen (also in Guangdong Province)
announced in July 2020 that they would be accepting applications as
from 20 July and 1 August 2020, respectively.

Background

The Ministry of Finance and the State Taxation Administration
announced in March 2019 the introduction of IIT subsidies (which are
exempt from IIT) for qualified talent working in the Greater Bay Area
municipalities of Dongguan, Foshan, Guangzhou, Huizhou, Jiangmen,
Shenzhen, Zhaoging, Zhongshan, and Zhuhai during the period from
2019 through 2023.

Applications for the subsidies must be submitted annually to the
relevant municipal government’s finance department by the employer
or individual.

Subsidy calculation and payment
The amount of the 2019 subsidy is calculated per individual using the [IT

actually paid on eligible income for 2019 less the benchmark IIT (which is
calculated by multiplying the relevant taxable income for 2019 by 15%).



Eligible income includes comprehensive income (i.e., salaries and wages,
income from the provision of independent services, author’s
remuneration, and royalties), income from business operations, and
grants awarded to individuals who participate in designated talent
programs.

In Shenzhen, for 2020, individuals may elect to compute the benchmark
[IT based on the amount of Hong Kong income tax the individual would
pay if the individual would have derived the income in Hong Kong.

Once approved, the subsidy is paid directly to the domestic bank
account designated by the individual.

Individuals entitled to the subsidy

According to guidance from the municipal governments, an individual
must meet the following conditions in a certain year to be entitled to a
subsidy in that year:

e The individual must be:

o Aforeign citizen;

o A permanent resident of Hong Kong or Macau;

o Aresident of Hong Kong under the admission scheme for talent,
professionals, and entrepreneurs;

o Aresident of Taiwan;

o A Chinese citizen that studies or lives abroad and has a long-
term resident permit in another country; or

o InShenzhen, a Chinese citizen that deregistered Hukou in
Mainland China and lives in Hong Kong or Macau;

e The individual must work in one of the nine cities and pay IIT
accordingly; the taxable income derived by certain applicants in
Shenzhen or Guangzhou must also meet the minimum amount as
prescribed by the municipal governments;

e The individual must be employed by an entity registered in one of
the nine cities, or provide independent services in one of the nine
cities;

e The individual applying for the subsidy with a city's municipal
government must work in that city for at least 90 days (Dongguan,
Foshan and Zhongshan have not introduced this requirement yet);
and

e The individual must abide by all laws and scientific research ethics,
and act with integrity.

Furthermore, the individual must be either "high-end" or "urgently-
needed" talent (the standards may vary depending on the municipality):

e High-end talent is recognized by key national, provincial, or
municipal talent programs, or possesses a "Guangdong superior
talent" card, a category A work permit, an Acknowledgement of
High-end Foreign Talent, etc.

e Urgently-needed talent includes members of scientific research and
development teams of key national, provincial, or municipal
innovation platforms, or of colleges, research institutions, hospitals,
or other similar organizations, key skilled or outstanding
management personnel working in Guangdong Province level



prioritized industries or areas, or other urgently-needed talent with a
speciality recognized by any of the nine cities.

Application submission rules

The application periods for the 2019 subsidies are set forth below:

City Application period

Guangzhou, Huizhou, Jiangmen, 1 July through 15 August 2020
Zhaoging, Zhuhai

Foshan 1 July through 20 August 2020
Dongguan 1 July through 31 August 2020
Zhongshan 20 July through 10 August 2020
Shenzhen 1 August through 31 August 2020

According to guidance issued by the municipal governments, the subsidy
applications generally should be submitted by lIT withholding agents
(e.g., employers) on behalf of an individual. If there is no withholding
agent, individuals may submit the application themselves.

For individuals working in Shenzhen, the application must be submitted
first by the individual and then reviewed and confirmed by the
employer, at which time the application will be considered by the local
government. The employer review and confirmation are not required if
the individual has been providing independent services.

Given that most of the municipal governments have started to accept
the subsidy applications as from 1 July 2020, affected employers and
their employees should:

e Assess whether the relevant individuals are eligible for the subsidy;
for example, in certain cities (such as Shenzhen) an individual is not
entitled to both the subsidy and other local grants, so both
incentives should be reviewed to determine which incentive should
be pursued;

e Review the lIT filing and payment records for 2019 to avoid any
possible challenges from the municipal government handling the
subsidy applications;

e Review an individual’s employment contract if it has a net salary
component with the lIT being paid for by the employer, as the
employer and the individual may need to agree on how to allocate
the subsidy;

e Collect the supporting materials and submit the subsidy application
within the prescribed timeframe; and

e Update as appropriate the company policies related to the subsidy

applications.
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