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Shenzhen announces guidelines for
individual income tax subsidies in the
Greater Bay Area for the 2020 tax year
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After Guangzhou and several other cities in China’s Guangdong-Hong Kong-
Macao Greater Bay Area (GBA) introduced new administrative measures
relating to individual income tax (lIT) subsidies encouraging highly skilled and
urgently needed foreign talent to work in the GBA, Shenzhen released similar
measures for the 2020 tax year ("2020 guidelines") on 2 August 2021.
Qualified individuals working in Shenzhen may apply for the GBA IIT subsidies
from 16 August to 30 September 2021 in accordance with the 2020 guidelines.

In general, the 2020 guidelines are in line with the guidelines for the 2019 tax
year, except for certain updates that provide further details. A brief overview
of the guidelines is set forth below.

Similar to the 2019 tax year, applicants must meet certain requirements in
order to be eligible for the subsidy.

A. Proof of citizenship or residency

The applicant generally must be a foreign citizen, a resident of Hong Kong,
Macao, or Taiwan, a Chinese citizen who studied abroad and has obtained a
long-term residence permit in a foreign country, or a Chinese citizen who lives
abroad. Updates for the 2020 tax year are as follows:



For residents of Hong Kong who entered Hong Kong through the Hong
Kong admission scheme for talent, professionals, and entrepreneurs, any
related dependents of such residents are not eligible for the subsidy.

For Chinese citizens who studied abroad and obtained a long-term
residence permit in a foreign country, they are no longer required to
submit the "certificate for proof of studying abroad" issued by China's
embassies and consulates.

Chinese citizens who live abroad are 1) Chinese citizens who have
obtained a long-term or permanent residence permit in a foreign country
and have resided in that country for two consecutive years (and must have
stayed in that country for at least 18 cumulative months within the two
years), or 2) Chinese citizens who have obtained a residence permitin a
foreign country and have resided in that country for five consecutive years
(and must have stayed in that country for at least 30 cumulative months
within the five years). Applicants must provide travel records as proof that
they satisfy these requirements.

The guidelines further clarify that "long-term" refers to five years or more.

Work requirements

The work requirements are the same as for the 2019 tax year, requiring at least
90 working days in Shenzhen during the tax year and one of the following
conditions must be met:

A signed labor (employment) contract with a Shenzhen employer;

A signed assignment letter between an overseas employer and its
associated company in Shenzhen; or

A signed labor contract with a Shenzhen taxpayer for independent
personal services.

C. Talent qualifications

An applicant must have certain qualifications to be eligible for the subsidy, such
as having worked on select national, provincial, or municipal projects, or being
in the role of senior management of an enterprise involved in Shenzhen's key
development industries, etc.

The 2020 guidelines provide the following new developments:

D.

Foreign citizens who have obtained permanent residency in China were
considered eligible for the subsidy for the 2019 tax year, but this has been
removed for the 2020 tax year.

Applicants in the field of health and medical technologies may apply for
the subsidy for the 2020 tax year.

As for identifying those who work in key development industries, whether
the enterprise which the applicant is associated with falls inside the scope
of qualified industries will depend on a recommendation list provided by
the relevant authorities.

Tax payments and conditions

The applicant must pay IIT in Shenzhen and the amount of tax paid must be
greater than the benchmark IIT (see below).



The 2019 guidelines required the taxable income of a foreign applicant must be
no less than RMB 500,000; however, the 2020 guidelines do not have such
requirement.

E. Other conditions

Other conditions include that the applicant must abide by all laws and
regulations as well as scientific research ethics and integrity. The applicant
must not have records of major violations of the law or dishonest acts. In
addition, the applicant may not benefit from any other listed rewards or
subsidies under the preferential talent policy at the same time as the GBA IIT
subsidy.

The 2019 guidelines prescribed that applicants must not have been granted
subsidies related to headquarter enterprises in Shenzhen. The 2020 guidelines
do not have such subsidies listed as a prohibition.

Similar to the 2019 tax year, the GBA IIT subsidy is calculated per individual
using the amount of 2020 IIT paid on qualifying income less the benchmark IIT,
which is computed by multiplying the relevant taxable income by 15% (i.e., the
standard rate method).

In addition, the 2020 guidelines limit the IIT subsidies at RMB 5,000,000.

The applicant may submit a 2020 subsidy application from 16 August to 30
September 2021 through the Guangdong Provincial Government Services
website. Moreover, the retrospective application for the 2019 tax year will be
accepted in above period.

Comments

Overall, the conditions for the GBA IIT subsidy for the 2020 tax year generally
are the same as for the 2019 tax year, except for certain updates that provide
further detail. At the same time, there are still some operational matters not
mentioned in the guidelines. For example, there is no guidance on how to
count working days (for the 90 days working requirement). In addition,
according to the circular of Shen Ren She Gui [2020] No. 4 issued in 2020, an
applicant may calculate the subsidy amount using the standard tax rate
method or the progressive tax rate method from the tax year 2020 onward. It
remains unclear whether there will be additional provisions to provide details
about the progressive tax rate method.

Enterprises and individuals should consider the following:

e Individuals that did not apply for the GBA IIT subsidies for the 2019 tax
year should review their actual conditions and, if necessary, file a
retrospective application for the 2019 tax year as soon as possible. For
those that do not meet the requirements at this stage, they should
consider the feasibility of making necessary adjustments in order to qualify
in the future.

e Regarding unsuccessful applications for the GBA IIT subsidy for the 2019
tax year, comprehensive assessments should be done for possible
solutions or improvements.

e Employers should remind their eligible employees to submit applications
as soon as possible to allow sufficient time for review and final approval.



For foreign employees that encounter language barriers in the application
process, employers should consider providing any necessary assistance.
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