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Revision of Individual Income Tax Law Approved by NPC

Standing Committee of the National People’s Congress (the
“NPC”) approved an amendment to the IIT law on

30 June 2011, which will be implemented from 1 September 2011.

The major changes to IIT law are as follows:

* Exemption threshold for salaries or wages are revised to
RMB3,500. The taxable income means the balance of monthly
salaries or wages after deducting the tax deductiable expenses,
such as social insurance expenses etc., and exemption
threshold of RMB3,500;

* Excess progressive II'T rates applicable to monthly salaries and
wages are revised to the range from 3% to 45% by 7 grades as
follows:

Grade Monthly Taxable Income | Progressive Tax
(RMB) Rates (%)
1 No more than RMB1,500 3
2 RMB1,500 -- RMB4,500 10
3 RMB4,500 -- RMB9,000 20
4 RMBY,000 -- RMB35,000 25
5 RMB35,000 -- RMB55,000 30
6 RMB55,000 -- RMB80,000 35
7 More than RMB80,000 45

e IIT payment deadline was revised to the 15" day of the
following month;

Subsequent to the amendment to IIT law, the II'T Law
Implementation Rule was promulgated on 19 July 2011. The
revised Implementation Rules specifies that the exemption
threshold applicable to non-Chinese residents with income from
China is RMB3,500 plus additional deductible surcharges of
RMB1,300.
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About Trusture

"Trusture" is a brand under which we deliver a full range of audit, tax, consulting and financial
advisory services to national, multinational and growth enterprise clients in China. Trusture's
approach to services begins with an understanding the business of our clients and their potential
business risks. We strive to provide foreign investors with reliable, independent professional advice
on national and local issues as they establish and expand their business in China. Our China
marketplace knowledge enables us to help foreign investors understand the China standards and
become more localized and competitive. We also deliver service to the local companies to help them
adapt to international standards, get preparation to attract overseas partners and opportunities, being
more internationalized. Our service includes financial and tax consultancy, bookkeeping, auditing,
tax compliance review, tax filing and transaction serivce (including due diligence, merger
consultancy etc.).
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About this Publication

This material has been prepared by professionals in Trusture. It is intended as a general guide only,
and its application to specific situations will depend on the particular circumstances involved.
Accordingly, we recommend that readers seek appropriate professional advice regarding any
particular problems that they encounter. This information should not be relied upon as a substitute
for such advice. While all reasonable attempts have been made to ensure that the information
contained herein is accurate, Trusture accepts no responsibility for any errors or omissions it may
contain, whether caused by negligence or otherwise, or for any losses, however caused, sustained by
any person that relies upon it.
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