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New Individual Income Tax Law - Implementation Rules and supplementary
guidance notes promulgated
Regulations discussed in this issue:
•

•

•

•

SAT Announcement [2018]
No. 56 - Announcement of the
State Administration of
Taxation (“SAT”) on
Transitional measures
pertaining to Tax Collection
and Administration for
Enforcement of the Individual
Income Tax Law (
“Announcement 56”)
Order No. 707 of the State
Council - Implementation
Rules for the Individual
Income Tax (“IIT”) Law of the
People's Republic of China
(“Implementation Rules”)
Guofa [2018] No. 41 - Notice of
the State Council on Interim
Measures for Administration
of Itemised Deductions(
“Interim Measures”)
SAT Announcement [2018]
No.59 - Announcement of the
SAT on Matters Concerning
the Identification Number of
Individual Taxpayers
(“Announcement 59”)

The State Council and the State Administration of Taxation have
released new implementation rules and supplementary guidance
notes to supplement the new Individual Income Tax Law. These
rules and notes are effective from 1 January 2019. They provide
important guidance on the following：

• interim measures for the administration of itemised deductions
• IIT withholding calculation methods applicable to resident and
non-resident taxpayers

• requirements for IIT declarations
• tax treatment of foreign-sourced income derived by foreign
individuals
The Implementation Rules and supplementary guidance notes will
impact the following groups:
Individual taxpayers and their employers
 IIT withholding mechanism
Announcement 56 sets out the IIT withholding calculation
methodologies for resident and non-resident taxpayers.
Resident taxpayers
Comprehensive income derived by resident taxpayers is subject to
tax withholding as follows:
Salary and wages
Salary and wages earned by resident taxpayers are subject to IIT
withholding based on the cumulative withholding method, as
follows:
Tax to be withheld in current period = cumulative tax payable –
cumulative tax withheld in previous period
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• SAT Announcement [2018]

No.59 - Announcement of the
SAT on Matters Concerning the
Identification Number of
Individual Taxpayers
(“Announcement 59”)
• SAT Announcement [2018]
No.60 - Announcement of the
SAT on Administrative
Measures for IIT Itemised
Deductions (Trial
Implementation) (,
“Announcement 60”)
• SAT Announcement [2018]

No.61 - Announcement of the
SAT on Trial administrative
measures for individual income
tax withholding (
“Announcement61”)
• SAT Announcement [2018]
No.62 - Announcement of the
SAT on Matters concerning selfdeclaration of individual income
tax “ Announcement No.62”)

Cumulative tax payable = cumulative taxable income × withholding
rate2 – quick deduction 1
Cumulative taxable income = cumulative income (excluding taxexempt income) – cumulative applicable deductions (including
personal deduction 2, special deductions, itemised deductions and
other applicable deductions)
Personal services income, author’s remuneration and royalties
IIT should be withheld separately in respect of personal services
income, author’s remuneration, or royalties. Personal services
income, is subject to withholding at the rates outlined in Appendix
2. Author’s remuneration and royalties are subject to a flat
withholding rate of 20%.
Annual reconciliation for comprehensive income
Resident taxpayers who derive comprehensive income that has not
had the correct withholding tax applied at source during the tax year
should perform an annual reconciliation filing. The annual
reconciliation filing, to settle the tax due or claim a tax refund,
should be performed between 1 March and 30 June following the
tax year.
Non-resident taxpayers
Salary and wages, personal services income, author’s remuneration
and royalties derived by non-resident taxpayers are subject to tax
withholding according to the following.
Salary and wages
Salary and wages earned by non-resident taxpayers are subject to
monthly PRC IIT withholding at the rates outlined in Appendix 3 after
the monthly personal deduction of RMB5,000.
Personal services income, author’s remuneration and royalties
Personal services income, author’s remuneration, or royalties are
subject to PRC IIT withholding separately and on an
occurrence/monthly basis at the rates outlined in Appendix 3.
 Itemised deductions（applicable to resident taxpayers only）
The following are notable differences between the recently issued
Interim Measures and the earlier draft which was discussed in Issue
22 of KPMG's China Tax Alerts issued in October 2018 (click here).

• Further education - academic education:
- The deduction is applicable only for education received at
institutions in Mainland China;
-

A maximum period of deduction of 48 months is allowed for
each degree.

• Serious illness medical fees:
-

These expenses should be within the scope of PRC social
medical insurance;

-

A deduction applies only for self-paid medical fees in excess
of RMB15,000 per annum;

-

The deduction cap is increased to RMB80,000 per annum;

-

The deduction can be claimed either by the patient him/herself
or his/her spouse. If the patient is a juvenile, it is deductible by

Please refer to Appendix 1 for details of the withholding rates.
The cumulative personal deduction is the product of the monthly personal deduction of RMB5,000 and the number of months which the
resident taxpayer has worked for the employer in the relevant calendar year.
1
2
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either of his/her parents.

• Mortgage interest:
-

This deduction is available for a maximum period of 240
months;

-

If a couple each take out a first mortgage before marriage, they
can each claim a deduction of either 50%, or one of them can
claim a deduction for 100%.

• Housing rental
-

For big cities, the deduction is increased to RMB1,500 per
month.

-

For other cities with populations over 1 million, the deduction
is increased to RMB1,100 per month.

Announcement 60 sets out the detailed administrative requirements
for itemised deductions including the timing of claims, reporting
requirements and supporting documents to be provided by both
individual taxpayers and their withholding agents:

• Individual taxpayers should:
-

provide the required claim information either directly to tax
authority via its website/mobile APP or by completing and
submitting the information collection paper/electronic forms
via their withholding agents or to the tax authorities directly;

-

confirm any changes to their itemised deductions for the
following year to their withholding agents in December each
year if continuing to claim deductions via their withholding
agents;

-

take responsibility to ensure the information provided for the
purpose of the itemised deductions is authentic, accurate and
complete; and

-

retain the Itemised Deduction Information Collection Forms and
the relevant supporting documents for at least five years after
completion of the annual reconciliation filing.

• Withholding agents should assist their employees in claiming
itemised deductions either
-

based on the information shared by the tax authority, where the
information is submitted by the employees to the tax authority
directly; or

-

by submitting the information collection forms received from
the employee to the tax authority via tax filing system
electronically and printing out two copies of the forms (one for
the employer and another for the employee) endorsed with
employee’s signature and company chop. These need to be
retained for at least five years following the year of withholding
filings.

Foreign Individuals


“Six-year Rule”

The Implementation Rules states that individuals who are regarded
as non-domiciled in Mainland China and have not been tax resident
of China for more than six consecutive years may claim an exemption
for their foreign-sourced income paid overseas by performing a puton-record filing with the tax authorities.
For any year during which a non-domiciled person is away from
Mainland China for more than 30 continuous days, the six-year
residence period will restart.
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High Net-worth Individuals
The Implementation Rules and the supplementary guidance notes did
not provide any details about the General Anti Avoidance Rules
(“GAAR”) and removed certain clauses which were introduced by the
Draft implementation rules, such as deemed transfer rule, tax
collection and administration rules on partnership.
KPMG Observations
In order to implement the new IIT Law, a series of administration
measures have been promulgated. These embody the government’s
strategy to streamline tax administration, delegate power and
optimize services.
Whilst strengthening tax collection and
administration, the government is also seeking to reduce individual
taxpayers’ tax burdens and their withholding agents’ administration
costs.
However, some areas still remain unclear, such as detailed
implementation rules on GAAR. These are expected to be clarified in
another batch of circulars to be released. Individual taxpayers and
their withholding agents need to pay attention to the following:

•

The cumulative withholding methodology marks a significant
change to the IIT withholding mechanism. Adopting a cumulative
withholding methodology will result in lower tax withheld in the
earlier months and higher tax withheld in the later months of a
tax year. Individual taxpayers and their employers should
familiarize themselves with the relevant calculation procedures
and reporting and administrative requirements.

•

Announcement 56 provides different IIT withholding
methodologies for resident taxpayers and non-resident
taxpayers. Withholding agents need to assess and determine the
residency status of their employees in order to withhold IIT
properly.

•

Announcement 60 requires taxpayers to be responsible for the
authenticity, accuracy and completeness of the information
provided for claiming itemised deductions.
However,
withholding agents play a key role in the collection and
administration of itemized deductions for their employees. If
false or erroneous claims are discovered, withholding agents
should remind their employees to correct their claims, and
should notify the tax authorities if the individual concerned
refuses to make the necessary corrections.

Withholding agents should review and make necessary adjustments
to their existing tax filing systems, internal tax procedures, HR policies
and administration procedures in view of these new developments.
With respect to the “Six-year Rule”, the commencement of the sixyear period and the details of the put-on-record filing required to
claim tax exemption on foreign sourced income derived by nondomiciles raises many issues. Further clarifications are expected.
As we mentioned in previous alerts, a number of anti-avoidance rules
were introduced in the new IIT Law. Detailed implementation rules
concerning these, including the new general anti-avoidance rule, have
not been included in the Implementation Rules and supplementary
guidance notes, but are expected to be the subject of separate
circulars.
KPMG will continue to pay close attention to the relevant circulars to
be promulgated under the new IIT regime, and we will share our
observations. Please contact us for the most updated news in relation
to IIT reform and other tax regulations.
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Appendix 1：PRC IIT Withholding Rates for Residents（applicable to salary and wages）
Withholding

Level

Cumulative Taxable Income

1

not in excess of RMB36,000

3

0

2

RMB36,000 to RMB144,000

10

2,520

3

RMB144,000 to RMB300,000

20

16,920

4

RMB300,000 to RMB420,000

25

31,920

5

RMB420,000 to RMB660,000

30

52,920

6

RMB660,000 to RMB960,000

35

85,920

7

in excess of RMB960,000

45

181,920

Rate（%）

Quick Deduction

Appendix 2：PRC IIT Withholding Rates for Residents（Applicable to independent
personal services income）
Level

Taxable Income

Withholding
Rate（%）

Quick Deduction

1

not in excess of RMB20,000

20

0

2

RMB20,000 to RMB50,000

30

2,000

3

in excess of RMB50,000

40

7,000

Appendix 3：PRC IIT Withholding Rates for Non-residents（Applicable to salary and
wages, personal services income, author’s remuneration and royalties）
Level

Taxable Income

Tax Rate（%）

Quick Deduction

1

not in excess of RMB3,000

3

0

2

RMB3,000 to RMB12,000

10

210

3

RMB12,000 to RMB25,000

20

1,410

4

RMB25,000 to RMB35,000

25

2,660

5

RMB35,000 to RMB55,000

30

4,410

6

RMB55,000 to RMB80,000

35

7,160

7

in excess of RMB80,000

45

15,160
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Appendix4：Itemised Deductions

Item

Key qualifying conditions

Compulsory
education

3 years
onwards
Primary &
middle school

Intermediate
education

High school,
Vocational
school

Higher
education

Degree,
Masters,
Doctorate

Pre-school
Children's
education

Further
education

Serious
illness
medical
fees

Mortgage
interest

Housing
rental

1,000 per child
per month

Formal
education

Educated in
China

400 per month

Professional
education

Technical /
professional
certificates

3,600

Medical expenses (self-paying
portion of the medical
insurance) > RMB 15,000

Limited to the first property
only

Not
owning
property in
place of
work

Big cities
Mid-size
(population) > 1m
Smaller
(population) < 1m
Single child

Supporting
elderly

Standard fixed
amount for
deduction
(RMB)

60 years or
older
parents or
other
obligations
by law

Not single child

Who can claim?

When can claim?

50% for each
parent / 100%
for either parent

From the month when
the child is over 3
years old until the end
of full-time education
(for children receiving
education outside
China, relevant
supporting documents
are required)

Individual
taxpayers

From the month of
enrollment to the end
of continuing
education, a maximum
deduction period of 48
months for the same
degree.
The year which the
certificate is obtained.

Actual
expense not
exceeding
80,000

Individual
taxpayers or
his/her spouse.
The medical fee
for minor
children can be
deducted by
either parent.

The year that actual
medical expense
happens.

1,000 per
month

If jointly owned,
either husband
or wife to claim;
cannot enjoy
housing rental
deduction at the
same time; 50%
for each of the
couple or 100%
for either if
each take out a
first mortgage
before marriage

From the beginning
month to the ending
month of loan contract
or to the termination
month of repayment, a
maximum deduction
period of 240 months.

If joint rental,
either husband
or wife to claim;
cannot enjoy
mortgage
interest
deduction at the
same time

From the beginning
month to the ending
month of the lease
term, subject to the
actual lease term.

Individual
taxpayers

From the month that
the elderly is 60 years
old to the end of year
of which the
supporting obligation
is terminated.

1,500 per
month
1,100 per
month
800 per month
2,000 per
month
2,000 per
month; Split
between
siblings:
maximum
claim is 1,000
per month for
any person

The wording in bold in the table above is the amended contents of the Interim Measures to its draft
version.
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If you have any questions on the above, KPMG will be
pleased to assist and provide relevant guidance and
assist accordingly.

并肩赋能
税道渠成
The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.
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