A Brief Guidance to the Revised Individual Income Tax

Law for Non-resident Individual
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Part1 Changes of the Revised Individual Income Tax Law
Concerning Foreigner

MBS B

On August 31st, 2018, the Individual Income Tax Law (IIT) amendment was finally passed
by the National People's Congress of the PRC, and it has come into effect since January 1st, 2019.
The IIT law amendment introduced a basket of new changes that affect each level of the IIT
system.

In 2022, the State Council has outlined that as of January 1st, parents' individual taxable
income can be reduced by total of 1000 yuan per month for each children under the age of 3. The
implement of this policy is an overall link with the current 6 special additional deductions of the
individual income tax. It helps reduce the burden of raising children.

To facilitate the understanding of the IIT law concerning non-domiciled individuals and
provide better tax service, Gansu Provincial Tax Service of State Taxation Administration has
summarized the following information.
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Part 1  Summarization of the IIT Law Concerning Foreigner
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The information in this pamphlet is for reference only. For detailed information please refer
to Individual Income Tax Law of the People’s Republic of China (Revised in 2018) and Rules for
the Implementation of the Individual Income Tax Law of the People’s Republic of China (Revised
in 2018). If you have any question, please call 12366 or consult your local tax service.
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Part 1 Summarization of the IIT Law Concerning Foreigner
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Applicable User
&\ B

Resident Non-resident

o FEER

An individual who has domicile in the territory of China or who is non-domiciled but has
resided in the territory of China for 183 days or longer in a tax year will be deemed as a resident
individual. A resident individual shall pay individual income tax for any income sourced within
and outside the territory of China according to the provisions of the IIT law.
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Any individual who has no domicile and does not stay within the territory of China or who
has no domicile but has stayed within the territory of China for less than 183 days in aggregates is
considered as a non-resident individual shall pay individual income tax for any income sourced
within the territory of China according to the provisions of the IIT law.
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Comprehensive Income
SZaFhis

Salary and wages
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Income from providing services
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== Author’ s remuneration
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Royalties
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Standard Tax Deduction
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Before @N Now
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RMB 3,500 ) <5 RMB 5,000

The taxable income amount for income from salary and wages of a non-resident individual
shall be the balance after deduction of RMB 5,000 from the monthly income.
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Tax Rate Schedule
R

Tax bracket Monttnll:y;;aexable Tax Rate Quick Deduction
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<=3,000 3

3,000- 12,000 10%

12,000-25,000 20%

25,000- 35,000 25%

35,000-55,000 30%

55,000-80,000 35%

>=80,000 45%

Individual Income Tax Rates (Applicable to Comprehensive Income)
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Exemption Rule
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Tax Preference
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7 Special Additional
Deductions

The taxpayer can choose to enjoy policy of special additional deductions according to their
own circumstances.

Once determined, the specific deduction method cannot be changed in a tax year.
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Anti-tax

Avoidance Rule
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Introducing an anti-tax
avoidance rule
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Declaration Methods
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There are four methods for the taxpayers to file their individual income tax returns and make

the payment.
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1. Mobile Application

FHL APP

The individual income tax APP is available in main APP stores for iOS and Android system.
Taxpayers can fill in the APP information related to the special additional deductions.

N NFTAFEL APP AIESEIR 10S RGUHI % 5 RGEHI B HT B b T 8. gV Wl iE iz 5
R L TP AN ER A5 2

2. Official Website of Individual Income Tax System
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The taxpayers can file their individual income tax returns on official website of local tax
administration. Chttps://its.gstax.gov.cn/)
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3. Withholding Client
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The taxpayers can file their individual income tax returns and receive additional deductions

by the withholding client.
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4. Taxpayers Service Hall
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The taxpayers can file their individual income tax returns in the tax service hall of local tax

administration.
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https://its.gstax.gov.cn/

Part2 Interpretation of Tax Reduction and Exemption Policy
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Special Additional Deductions
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Caring for the elderly Children’s education Continuing Education

LEETEUN TEHF HEHFE

Healthcare treatment for serious diseases Mortgage interest Housing rent
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Care Expenses for Children
Under the Age of 3
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Item 1 Caring for the Elderly
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Definition: Elderly care expenses paid by a taxpayer for supporting one or more dependent(s)
may be deducted at the following standard rates without exception;

Where a taxpayer is the only child, the expenses shall be deducted to the extent of RMB
2,000 per month;

If the taxpayer has siblings, the deduction should be deducted with the agreement made by
the taxpayer and his/her siblings. Each of them cannot be deducted exceed RMB 1,000 per month.

Where a taxpayer is not the only child, the deductible amount of RMB 2,000 per month shall
be apportioned equally among the taxpayer and his/her siblings, with no more than RMB 1,000
per month apportioned to each person. The deductible amount may be apportioned equally among
the supporters or based on agreed apportionment, and it may also be based on apportionment
designated by the dependent(s). Where the agreed apportionment or designated apportionment is
adopted, a written apportionment agreement shall be signed, and the designated apportionment
shall prevail over the agreed apportionment. The specific apportionment method and quota may
not be changed within one taxable year.
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Key Points:

1. The term “dependent(s)” means the taxpayer's parent(s) aged above 60, and grandparent(s)
aged above 60 whose child or children have been deceased.

2. The deduction shall not be multiplied by the number of the elder people.
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Item 2 Children’s Education
FL#HE

Definition: Expenses for full-time academic education of a taxpayer's child shall be deducted
to the extent of RMB 1,000 per month for every child.

Academic education includes compulsory education (primary school and junior
middle-school education), senior high school education (general senior secondary school, and
secondary vocational education) and higher education (junior college, undergraduate, postgraduate
and doctoral education).

The pre-school education for children from the age of three to primary school shall be
deducted to the extent of RMB 1,000 per month for every child.
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Key Points:

1. The parents may choose to deduct by either parent 100% of the allowable additional
special deduction for children's education, or deduct it as per 50% of the deduction standard for
the father and mother, respectively. The specific deduction method may not be changed within one
taxable year.

2. Where the child or children of a taxpayer receives education overseas, the taxpayer shall
retain relevant proofs and materials for future reference, such as admission letter of an overseas
school and a student visa.
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Item 3 Continuing Education
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Definition: A taxpayer's expenses for continuing academic (degree) education in China shall
be deductible to the extent of RMB 400 per month during the period of education, as is the
standard rate. The deduction period for a same continuing academic (degree) education program
shall not exceed 48 months.

The expenses for the continuing education of professional qualifications of skilled personnel
or the continuing education of professional qualifications of specialized technicians of a taxpayer
shall be deductible to the extent of RMB 3,600 per year in the year when he/she obtains the
relevant certificate.
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Key Points:

1. Where an individual receives continuing academic (degree) education to earn a bachelor's
degree or below and meets the deduction conditions specified under the present Measures, the said
education expenses may be deducted from the taxable income of his/her parents, or from that of
the student himself/herself.

2. Where a taxpayer receives continuing professional qualifications education for skilled
personnel or continuing professional qualifications education for specialized technicians, he or she



shall retain the relevant certificates and other materials for future reference.
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Item 4 Healthcare Treatment for Serious Diseases
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Definition: Within a taxable year, a taxpayer's individual payment for medical expenses
above RMB 15,000, which excludes the medical insurance reimbursement (namely, the part of
payments made on his/her own within the scope of the medical insurance directory), shall be
deducted to the extent of RMB 80,000 per year based on the actual situation when the taxpayer
makes final settlement for individual income tax.
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Key Points:

1. The medical expenses incurred by a taxpayer may be deducted from the taxable income of
the individual himself/herself or his/her spouse; and the medical expenses incurred by a minor
child may be deducted by either parent.

2. A taxpayer shall retain the originals (or copies) of the relevant bills of expenses for medical
services and reimbursement of medical insurance for future reference.
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Item 5 Mortgage Interest
B R L

Definition: Where a taxpayer or his/her spouse purchases the first residential property in
China for the use of himself/herself or his/her spouse, individually or collectively, the personal
mortgage from a commercial bank or housing provident fund, the mortgage interest may be
deducted to the extent of RMB 1,000 per month in the year when the mortgage interest is actually
incurred, with the longest deduction period of no more than 240 months. The taxpayer may only
enjoy the deduction of mortgage interest for his/her first property once.
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Key Points:

1. Upon agreement by a couple, the mortgage interest may be deducted from the taxable
income of either spouse. The specific deduction method may not be changed in a tax year.

2. Where each spouse of a couple purchases a residential property before marriage, the
mortgage interest for the first property shall be deducted after their marriage from one of the
purchased houses at 100% of the deductible amount for the purchaser, or from the property each
spouse purchases 50% of the deductible amount, and the specific deduction method may not be
changed within one taxable year.

3. A taxpayer shall retain his/her housing mortgage contract and loan repayment vouchers for
future reference.
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Item 6 Housing Rent
FEEHE

Definition: For housing rent, the deduction will vary from cities, ranging from 800 to 1500
Yuan per month. For provincial capital like Lanzhou, taxpayer shall be deducted 1500 RMB per
month.

Where a taxpayer do not have a house in the main work city, the deduction of house rent paid
for a house rented will vary from cities as per quota of RMB 800, 1100 and 1500 per month. For
provincial capital like Lanzhou, taxpayer shall be deducted 1500 RMB per month.
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Key Points:

1. Where both husband and wife work in a same main work city, the rent may be deducted
by one party only.

2. A taxpayer and his/her spouse shall not enjoy the additional special deduction for
mortgage interest and the additional special deduction for rent simultaneously within a taxable
year.

3. A taxpayer shall retain the lease contract, agreement and other materials for future
reference.
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Item 7 Care Expenses for Children Under the Age of 3
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Definition: Since January Ist, parents individual taxable income can be reduced by total
1,000 yuan per month for each child under the age of 3.

The implement of this policy is an overall link with the current 6 special additional
deductions of the individual income tax. The special additional deductions enjoyed by taxpayers
will have a complete reference to the expenditure in all stages of their life circle. It helps reduce
the burden of raising children.
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Key Points:

1.Parents individual taxable income can be reduced by total 1,000 yuan per month for each
child under the age of 3.

2.The deduction can be applied in full by one parent or be split evenly.

3.Parents can apply by logging on to a mobile app where they submit their tax information
for approval.
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Part3 Introducing an Anti-tax Avoidance Rule
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The Individual Income Tax (IIT) law also adds an anti-tax avoidance provision. Tax authority
shall have the right to adjust tax rates when individuals transfer property in violation of
independent trading, evade taxes through overseas tax havens or obtain improper tax benefits by
organizing unlawful commercial activities.
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Article 8 Under any of the following circumstances, the tax authorities shall have the right
to make tax adjustment based on a reasonable method:
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(1) The business dealings between an individual and his/her related parties do not comply
with the arm's length principle, and the tax payable amount of the individual or his/her related
parties is thereby reduced without a proper reason;
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(2) An enterprise controlled by a resident individual, or an enterprise established in a
country (region) with significantly lower tax burden and jointly controlled by a resident individual
and a resident enterprise, does not distribute or reduces distribution of profits which is attributable
to the resident individual, when there are no reasonable business needs;

(2) JERA NFEGI A, B0 E RAS A R AR (345 1 16 15 32 A8 SEBR A A7 B 4
RARHIE R XD Bk, TEHLERE, R KA N BFNEAE 7 B ek

Sy B

(3) An individual carries out other arrangements without reasonable business purpose and

obtains improper tax gains.
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Where there is a need to levy additional tax after making tax adjustments pursuant to the
provisions of the preceding paragraph, the tax authorities shall levy additional tax and collect
interest thereon pursuant to the Law of the People'’s Republic of China on Administration of Tax

Collection.
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Part4 Guide to the Individual Income Tax App
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The State Taxation Administration launched a tax app on Jan. 1 2019, which is designed to
make it easier for taxpayers to make declaration and apply for the special additional deductions.
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4.1 APP Download
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OFor iOS System

PR 10S R4
16:14 v = =)
< E=RH
/l\ ,—, i% The first method : Open the App Store, enter "

@ SRR A NFTAS8L" in the search bar, select "> A FTf3FL"
iy < @  app, and click "FKHL" button to download and install
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B |8 Code to download and install the app.
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OFor Android system
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@ gékr\fﬁ fﬁ - 2.0 The first method: Open the App Store or

Android Market, enter ““> A\ T8 %1 in the search
bar, select “/ N\ T 43 #i> app, and click “ % %%~
button to download and install the app.
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Install

BEE N ARRSTER” APP

The second method: Long press or scan the
Code to download and install the app.
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4.2 Registration
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Step 1: After the installation of the app,
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>

please click to select the location of your

work or the place of your permanent residence
like “H & XX 1 XXX (&) "na

drop-down menu. Then click “ F—25”.
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Step 2: Click “7E 1> to register in the
app for those unregistered users. Click “%&
3”7 to log in the app for registered users

using login ID and password.
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Step 3: Select “ A i 15 51 W\ 1IE 73 i to
finish registration in the app by facial
recognition. Otherwise, taxpayers can go to the
tax service hall to apply for the registration using
the tax service hall registration number “ K JT ¥+
S, and the taxpayer’s ID card is needed
when going to the tax service hall. Non-resident
individual can only choose the way of going to
the tax service hall to finish the registration.
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Step 4: Click “[RIEFF4k£E” to type in the
taxpayer’s ID number and name. Then click “JF
G N R 3”7 to have the facial recognition

according to the reminder information.
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L Verification code
SRS | | | ] ] _
e T | Registered Residence

: Step 5: After the facial recognition, please

fill out the information above and then click “#2

ER]

%2> to finish the registration.
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4.3 Information Collection
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OPersonal Information
PANER
The app is a secure software launched by the State Taxation Administration to collect
taxpayers’ personal information, which is confirmed that it will be safely collected and well

protected.
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Step 1 Personal information
O&@ /l\ )\11' %\ Please prepare your ID number, address
and other detailed information in advance.
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P Step 2 Employment information
189****3500 Please prepare the unified social credit

code of your employed unit in advance.
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Please consult the financial or human
resource department of your employed unit
for the unified social credit code of the

organization or institution.
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Step 3 Family members’ information
When filing this information, please
prepare the ID numbers of all your family

members in advance.
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Step 4 Bankcard

Bind one of your own bankcards
which has a reserved mobile phone number
in the bank.
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4.4 Special Additional Deductible Items
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O Children’s Education
TLHE
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Step 2 After confirming the taxpayer's

RiRET, ERERMES basic information, click “F—2";
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Step 3 Fill in the children's education
information according to the actual situation,
such as the current stage of education, the start
and end date of the education, etc., click “ | —
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Step 4 Select
distribution method. If the spouse information has

spouse information and
not been added, add the spouse information on
this page after selecting “ 1 IC 18 ”,click “ | —
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FLHEERBIRE Step 5: Select the declaration method.
e @ The person with the withholding unit can click
HAE2 HEER BB BREEG ERIR A “ﬁﬁ?ﬂ %&X%}\ EF' ﬂ% 7,‘ If you haVe Chosen
) HBReErE this way, then click “¥8 INF1%% L %5 N/ TAEH.
BEARINBREERE 2019 £, together with a unified social credit code
of the withholding agent for verification. After
| FaEs ) i )
the verification, the confirmation should be
R T & =17 }
| submitted.
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Those who do not have a withholding
agent, please select “Zx A FT 44 HAT HIHR .
Click “$272”.
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Note: For the same child, the "2 (& M Bt" can only save a detailed list, and all the detailed
records of "2 E H WL and “Z#E H W 1E" cannot overlap.
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O Continuing Education

MBI H
Step 1 Clle “—é‘ﬁ” _ “éli %ﬁﬁ‘”
"B HD 41|
<Jg@ ﬁlﬁﬁﬁﬂﬂ?ﬂﬂﬁ ;:%‘_‘_/L/}:: ){—:_"\T__E‘ “éﬁ ” “%éiﬂﬁ ”;

) BEME : SERNAORNERENRASERZ R

it S [ +]
FRHB SEEHE RIBET
L+ ] o
EERHFIR FEEE IEHEA
A
B LRI EA

Step 2 After confirming the taxpayer's basic

information, click “ F —25”.
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Step 3 Select the deduction year and the
type of continuing education, click “ ~ —57;
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Step 4  Select the declaration method,
and click “$2%”.
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OHealthcare Treatment for Serious Diseases

KIwEEST

Step 1 Click “F 11" - “KIFEST™;
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v Step 2 After confirming the
IR, EREERIES taxpayer's basic information, click “ F —
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Step 3 Select the deduction year and the
CR[El ARETERIES @ relationship with the taxpayer. Fill in
. individual burden amount and total medical

expenditure. Then click “$&%2”.
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EEIBRERE 2019

Note: The special medical deduction of

| BFES serious diseases will be filled in next year’s
SRR settlement.
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Step 2 After confirming the taxpayer's basic
information, fill in the housing information. There
are four types of property right certificate: house
ownership certificate, real estate title certificate,
house sales contract, and house pre-sale contract.
Fill in the certificate number when choosing the
house ownership certificate or real estate title
certificate. And fill in the contract serial number
when choosing house sales contract or house

pre-sale contract. Then click “ F—2£”;
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Step 3 Confirm the deduction year and the
type of the loans. There are three types of loans:
provident fund loans, commercial loans and
portfolio loans. Choose one type and then click

R
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Step 4 Confirm whether the lender is
yourself or not, and select the distribution ratio.
Then click “ F—7;
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Step 5  Select one declaration method, then
click “3&£752”.
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OHousing Rent
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Ef e N SRR R Step 2 Confirm the taxpayer's basic

information, then click “ N — 5"
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Step 3 Confirm the deduction year and fill in the
information related to the housing rent;
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Step 4 Select one declaration method, then click
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© Caring for the Elderly
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Step 2 Confirm the taxpayer's

basic
Bkl BREERIES information, then click “ N — 5"
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ETTEREREE scos  Confinm the deduction year and fil

iRME TERENERIES in the information of the elderly; Click “ T —35;
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Step 4 Confimm whether you have siblings

(iR IEZENERIES ©) or not. Taxpayers can have all the deduction if
he/she is the only child. Taxpayers who have
siblings need to select the deduction ratio. And
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EXfER  BEFAGE  AmAl HEAd

siblings can choose to share the deduction quota
equally or in other agreed ratio, also, the elderly
can designated one of his/her children to enjoy
the deduction. Click “  —25”;
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Step 5

Select one declaration method,

then click “$&32”.
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@Care Expenses for Children Under the Age of 3
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Step 1 Click “ 7 -<224) )L 47 9% HI™;
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Step 2 Confirm the taxpayer's basic
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information, then click “ F—72&”;
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Step 3 Click “i&#% 74" ;
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Step 5 Fill in the children's information

P according to the actual situation, such as the name
S - and the ID card number, etc., click “{#1%” ;
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Step 6 Skipping the page of filling-in
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N d information, click “ F—25;
ERGR O FRES  REMBEA  sEsS

| e FAND R EI G BEHE AW, s N
EIEMNBREE 2022

| F&iER

BEEFE m

HAEHE @ 2020-07-16



10:05 «w/ 5G @m)

<3EE B4 LRIPEAAS

o ———0 — 00— @

BEXER FRER iR EMREE B RRSR
X
| EFRIBAR
BTN S AR
40X 55 A 10 AR A BT 5 FR 0 T Y sR 3R At v
B LT REAIERERMNIOMRE R
FEFRSEEBRITHRIR
RORIEZZH T TR NN RIS BT 72
B R AR AT R AT 0T
| ERTAINMIS A
ERMBLBESFHREE
B 58 55401, % 4T foi 52 v
£75°
10:05 !l 5G @m)

<IBE B LRIPERES

BERIAATRE X

ANFRE: REFHIDZTHERER, HiR
#E (REARKFMET AFREHRIE) RESZ
MG CTDAFRSHREDMININRE T
B« D APRSTRE M D IORRIRIE A
OR17) ) FEBEMAMEESEXES.
AN EMPTEAINRME BT T&SE, H3Y
FRHEAESHESM, HRiE. TBMEAE,

BEMRENTER:

BN S AR T EARRIZA T IR
B8 BHIREMINHNS ARRNIMEE
MypNIORR, ESS HEXRIA.

AORIRERIE T I00RME B RBEEAAME

HEWEHEE

Step 7 Select the declaration method. The person
with the withholding unit can click “J# i 144 X 55 N Hi”.
If you have chosen this way, then click “¥s IIH1%% L 55 N/
T./E 8 fi1 . After the verification, the confirmation should
be submitted.

Those who do not have a withholding agent, please
select “LEA TS AEE HAT . then click “§258.
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Step 8 After confirming the information , then click
BRI
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Step 9 The information is submitted;
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