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In March 2014, The Ministry of Human 

Resources and Social Security (“MHRSS”) 

printed and distributed the interpretations on the 

policy <Expanding the Investment Scope of 

Enterprise Annuity Funds and on Issues 

Concerning Pension Products Invested by 

Enterprise Annuities>. Previously, the Ministry of 

Finance ("MOF"), MHRSS and the State 

Administration of Taxation ("SAT") jointly issued 

Cai Shui [2013] No. 103, <Circular on Issues 

Concerning Individual Income Tax on Enterprise 

Annuity and Occupational Annuity>, which was 

effective from January 1, 2014. Enterprise 

annuity is expected to play an important role in 

encouraging diversified retirement savings, and 

provides for tax planning opportunities in the 

design and establishment of Annuity plans. 

 

Interpretation on Enterprise Annuity 

 

Enterprise annuity refers to the supplementary 

pension insurance system voluntarily established 

by enterprises and their employees beyond the 

purchasing of a basic old-age pension. The flow 

chart is as follows: 

Treatment of the IIT on enterprise annuity 

refers to the three perspectives below： 
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Firstly, no IIT is required for the part of 

enterprise annuity temporarily. 

 

For the part of enterprise annuity and occupational 

annuity paid by enterprises for their overall 

employees according to measures and standards 

stipulated in related national policies and 

regulations, no individual income tax is required to 

be paid by individuals temporarily when including 

the part into individuals' accounts. 

 

Secondly, it could be temporarily deducted for 

the part of individual annuity not exceeding 4% 

of taxable salary.  

 

For the part of annuities paid by individuals 

according to relevant policies of the State that does 

not exceed 4% of the tax base of taxable salary, it 

shall be temporarily deducted from the current 

taxable income. The tax base of individual salary 

contributed to enterprise annuity shall be the 

average monthly salary of the individual for the last 

year. The average monthly salary is calculated 

based on the items listed for computation of gross 

wage according to provisions of National Bureau of 

Statistics of China. For the part of average monthly 

salary in excess of 300% of the average monthly 

salary of the city with districts (where the employee 

works) for the last year, it shall not be included into 

the contribution base of individual salary. 

 

Thirdly, the part exceeding the standard was 

required for IIT  

 

For any part, either paid by entities or by 

individuals, exceeding the annuities required to 

be paid, it shall be incorporated into current 

income from individual salary or wage and shall 

be subject to individual income tax in accordance 

with  the  law.  The  taxes  concerned  shall      be  

 

 

withheld by the entities establishing the annuities, 

and shall be declared and paid to competent tax 

authorities. 

 

Companies that establish approved Plans and 

Custodians of the Plans are obliged to withhold 

IIT at the time when the contributions are made 

/deducted and when payouts are distributed. 

Meanwhile, enterprise shall, at the time of filing 

annuity plans, submit the Application Form of 

Filing of Deferred Tax Payment Registration of 

Individual Income Tax on Enterprise Annuity and 

Occupational Annuity Plans and submit the filing 

information and relevant custody administration 

contracts. 

 

Our observations and suggestions 

 

The new rules under Circular 103 will not only 

defer the point of taxation of contributions made 

under a plan to the time of the payout, but also 

lower the eventual IIT burden on employees to a 

certain extent. In view of this, it provides for tax 

planning opportunities in the design and 

establishment of Annuity plans. We recommend 

the enterprises in attention understand the 

changing policy on time and make preparations 

for the establishment of annuity plan; meanwhile, 

the enterprises involved should submit to 

competent tax authority all documents pertaining 

to the Plans and the Letter of Registration 

Confirmation and Approval issued by the MHRSS 

in respect of the Plans. 

 

What can we help? 

 

Our professional consulting team and personnel 

can offer you consulting service of the above 

mentioned contents. The services include: 
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- Give you the interpretation of the regulation 

related to this policy, 

- Analyze the influence and effects of this policy 

for your enterprise according to the actual 

situation. 

- Help the enterprise to enjoy the benefits from 

the policy, reduce the unnecessary losses 

which caused by the misunderstanding of the 

new policy. 

 

For more detailed information, please contact 

our professional team. 
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Tax News Headlines 
 

Catalogue of some important tax regulations und laws for the release period: 

16 February 2014 – 15 April 2014 

 
Release Date: Circular: Title: Effective Date: 
 
2014-02-27 

 
SAT Announcement 
(2014) No. 13 

 
Announcement of the State Administration of Taxation on 
Issues Concerning Tax Rebate (Exemption) of Export of 
Goods of Foreign Trade Comprehensive Service 
Enterprise  
 

 
This Announcement took 
effect on April 1, 2014. 
 

 
2014-03-24 

 
SAT Announcement 
(2014) No. 19 

 
Announcement of the State Administration of Taxation on 
Issues concerning the Simplification of the Procedures for 
the Receiving and Use of Value-added Tax Invoices 
  

 
This Announcement took 
effect on May 1, 2014. 
 

 
2014-04-08 

 
CaiShui (2014) No. 
34 

 
Announcement of the State Administration of Taxation on 
Issues Concerning the Extension of the Period for the 
Declaration of Overdue Export Tax Rebate (Exemption)  
 

 
The Circular shall take effect 
as of the date of issuance. 

 
2014-04-08 

 
SAT Announcement 
(2014) No. 5 

 
Circular of the Ministry of Finance and the State 
Administration of Taxation on Issues concerning the 
Preferential Policies for Corporate Income Tax on Small 
Low-profit Enterprises  
 

 
For the period from January 
1, 2014 to December 31, 
2016, 

 
2014-04-18 

 
SAT Announcement 
(2014) No. 23 

 
Announcement of the State Administration of Taxation on 
Issues Concerning Expanding the Scope of Small Low-
profit Enterprises Subject to Half-reduced Enterprise 
Income Tax 
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About ECOVIS 

 

Ecovis is a leading global consulting firm with its origins in Continental Europe. It has over 4,300 people operating in 
50 countries. Its consulting focus and core competencies lie in the areas of, tax consultation, auditing, legal advice 
and accounting and management consulting services. The particular strength of Ecovis is the combination of personal 
advice at a local level with the general expertise of an international and interdisciplinary network of professionals. 
Every Ecovis office can rely on qualified specialists in the back offices as well as on the specific industrial or national 
know-how of all the Ecovis experts worldwide. This diversified expertise provides clients with effective support, 
especially in the fields of international transactions and investments – from preparation in the client’s home country to 
support in the target country. In its consulting work Ecovis concentrates mainly on midsized firms. Both nationally and 
internationally, its one stop-shop concept ensures all-round support in legal, fiscal, managerial and administrative 
issues. The name Ecovis, a combination of the terms economy and vision, expresses both its international character 
and its focus on the future and growth.  


