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Tax Newsflash

Guangdong province implements IIT
subsidies for qualifying individuals in
GBA

On 24 June 2019, China’s Guangdong Province Department of
Finance and the Guangdong Provincial tax authority released
guidance (Yue Caishui [2019] No. 2) on the implementation of
the preferential individual income tax (IIT) policy for the
Guangdong-Hong Kong-Macao Greater Bay Area (GBA) for a
one-year trial as from 1 January 2019.

Circular 2 implements the rules set out in a circular issued by
China’s Ministry of Finance and the State Taxation
Administration on 14 March 2019 (Circular 31), under which
overseas high-end and urgently-needed personnel (qualified
talent) will be granted tax subsidies to come work in one of
the nine cities in the GBA (Dongguan, Foshan, Guangzhou,
Huizhou, Jiangmen, Shenzhen, Zhaoqing, Zhongshan and
Zhuhai) from 2019 through 2023. Overseas qualified talent for
these purposes includes individuals from Hong Kong, Macao
and Taiwan, foreign individuals, and Chinese individuals with
long-term residence permits in other countries.

Subsidy overview

The municipal governments of the nine cities will offer financial
subsidies to qualified talent working in their respective
jurisdictions. The subsidy equals the difference between the
IIT actually paid by an individual on qualifying taxable income
in the nine cities less taxable income multiplied by 15%.
Furthermore, the subsidy will be exempt from IIT in Mainland
China.

Qualifying income consists of the following three categories of
income:

e Comprehensive income from salaries and wages, the
provision of independent services, author’s
remuneration and royalties;

e Income from business operations; and
Grants awarded to individuals who participate in
designated talent programs.

The total subsidy is paid annually by the Department of
Finance of the relevant municipality and is based on the
aggregate value of the subsidy for each category of qualified
income. The costs for subsidies for individuals that derive
qualified income from two or more of the nine cities will be
borne by the respective cities.

An application for the subsidy may be submitted to the
relevant city’s Department of Finance by the individual
applicant or the employer on behalf of the qualified individual;
however, Circular 2 recommends the latter.



Eligibility
Applicants must be one of the following:

e A permanent resident of Hong Kong or Macao;

e A resident of Hong Kong who entered through the Hong
Kong admission scheme for talent, professionals and
entrepreneurs;

e A resident of Taiwan;

A foreign citizen;

e A Chinese citizen who studied abroad and has obtained
a long term residence permit in another country; or

¢ A Chinese citizen living overseas with a long term
residency permit in another country.

An applicant is also required to work and be IIT compliant in
the nine cities, abide by all laws and scientific research ethics,
and act with integrity.

Further, applicants fall into one of the following categories:

¢ High-end talent recognized by key national, provincial or
municipal talent programs, possessing a "Guangdong
superior talent” card, holding a category A work permit
or an Acknowledgement of High-end Foreign Talent, or
other overseas high-end talent recognized at the
national, provincial or municipal level; or

e Urgently-needed talent, including members of scientific
research and development (R&D) teams of key national,
provincial or municipal innovation platforms, members
of scientific R&D teams at colleges, research institutions,
hospitals or other similar organizations, key technique
personnel or outstanding management personnel
working in Guangdong province level prioritized
industries or areas or other urgently-needed talent with
a speciality recognized by the nine cities.

The determination of whether an individual qualifies as high-
end talent will be made by the Department of Science and
Technology (the Administration of Foreign Experts Affairs) of
each of the nine cities, and the determination on urgently-
needed talent will be made by the Human Resources and
Social Security Department of each of the nine cities.

The nine cities are required to formulate local measures
relating to qualification of talent and the procedure for
distributing the subsidy by 31 July 2019. The provincial
authorities and the Guangdong provincial tax authority will
help the nine cities recognize qualified talent and distribute
subsidies in a relatively unified manner.

It should be noted that a previous subsidy for residents of
Hong Kong and Macao who work in the Zhuhai Henggin New
District and Shenzhen Qianhai has been abolished (effective 1
January 2019).

Circular 2 sets out a practical framework for implementing the
preferential IIT policy for overseas high-end and urgently-
needed workforce talent in the GBA. The subsidy will help



lower the effective IIT rate to a flat rate of 15% on eligible
income derived in Mainland China for qualified individuals.
Meanwhile, the simple subsidy calculation method will make
the assessment process easier and less costly for applicants
and relevant governmental departments.

Circular 2 also provides a basic framework for the recognition
of talent and will function as a one-year trial basis for the nine
cities to stipulate specific talent recognition standards and
subsidy distribution procedures. More specific measures must
be enacted by each city by 31 July 2019. The local
governments will have some discretion in designing and
aligning the subsidy policies with local demand, which should
enhance the incentive effect of the policies.

However, some issues still need to be addressed. For example,
whether the subsidy policy apply to overseas individuals who
work in Mainland China under a cross-border secondment
arrangement, whether the subsidy will apply only to overseas
individuals employed by a company located in one of the nine
cities, and whether there be any special requirements relating
to positions in certain industries.

Mainland China work permits are not needed for permanent
residents of Hong Kong, Macao or Taiwan who work in the
mainland, and certain individuals may not be able to obtain
category A work permits, so they may have to obtain
Guangdong superior talent cards or some other form of talent
recognition to qualify for the subsidy.

These outstanding issues are expected to be clarified in the
coming implementation regulations of municipality in the GBA.
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