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In brief 
As the end of the year approaches, 

companies and their employees 

should think about some of the key 

social security, personal income tax, 

and immigration developments that 

have taken place in China during the 

past year.  The purpose of this Global 

Watch is to recap these events and 

suggest ways to prepare for the 

upcoming challenges in the year 2013.  
 

Social security contributions 
 

It has been over a year since the 

Chinese Social Security Law, its 

implementation rules and the 

provisional measures concerning 

foreigners were issued.  Many 

foreigners and their employers in 

China are now making monthly 

contributions to the Chinese Social 

Security Scheme in many cities  

including Beijing, Suzhou, Guangzhou, 

Zhuhai, and Shenzhen.  Although 

Shanghai has not 'officially' 

implemented this requirement for 

foreigners, it is widely believed that 

this will happen in the year 2013. 

In addition, the application of this 

requirement to Taiwan, Hong Kong 

and Macau (THKM) residents is also 

not entirely clear.  Many cities (such as 

Suzhou, Zhuhai, and Shenzhen), 

however, have already requested 

THKM residents to be covered in the 

Chinese Social Security Scheme.  We 

are aware that Beijing also intends to 

include THKM residents in the scheme 

and we believe more details will be 

released shortly. 

Personal income tax 

One of the key developments in the 

Chinese individual income tax (IIT) 
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area in the year 2012 is the 

introduction of Public Notice [2012] 

No. 16 (PN16) back in April 2012. The 

PN16 intends to resolve the double 

taxation problems suffered by Hong 

Kong and Macao tax residents who are 

working in China.  More specifically, 

for qualified taxpayers who comply 

with the necessary record filing 

requirement, PN16 now makes it 

possible to: 

 avoid duplication of day counting 

between China and Hong Kong.  

Chinese IIT liability on the 

person's monthly income should 

instead be apportioned on the 

physical presence basis  

 apply the same physical presence 

basis to apportion the Chinese IIT 

liability on their bonus income. 

(For detailed requirements and 

benefits about PN16, please refer to 

our Global Watch dated May 18, 

2012.  Click here to read more.) 

As many companies are traditionally 

paying annual bonuses after the New 

Year or before the Chinese New Year, 

the qualified employees should ensure 

that they comply with the necessary 

record filing requirement in order to 

secure the PN16 treatment.  

Otherwise, they may be exposed to 

higher (and unnecessary) Chinese IIT 

exposures.  Also, it may take time to 

obtain the necessary supporting 

documents to complete the record 

filing, and as a result, they are advised 

to initiate the process sooner rather 

than later. 

Immigration 

On September 25, 2012, the Chinese 

Ministry of the Human Resources and 

Social Security, together with 24 

ministries, jointly issued a circular 

known as Renshebufa [2012] No.53.   

This circular addresses various 

treatments available to foreigners 

holding Chinese Permanent Resident 

Cards (PR Cards). These treatments 

may include but are not limited to the 

following: 

 they are entitled to the same 

treatments as Chinese citizens in 

various circumstances including 

making investments in China and 

entitlement to children's 

education benefits  

 they are allowed to reside in China 

without being subject to a time 

period and work in China without 

applying for work permits 

 they are entitled to the benefits of 

China’s extensive tax treaty 

network (but at the same time 

bear the same tax obligations as 

Chinese citizens).  

In view of the above, before obtaining 

the PR Cards, foreigners are strongly 

advised to seek professional tax advice 

to understand their tax positions and 

exposures. 

 

Bottom line 
As the year 2013 approaches, 

employers and employees should pay 

attention to the following areas: 

 Continue to monitor the wider 

and tightening implementation 

and enforcement of Chinese social 

security on foreigners (including 

Taiwan, Hong Kong and Macao 

residents) in various cities 

 

 Ensure full compliance with the 

necessary record filing 

requirements for qualified 

employees in order to secure the 

PN16 treatment (i.e., in order to 

apportion the Chinese IIT liability 

based on physical presence.)  

http://www.publications.pwc.com/DisplayFile.aspx?Attachmentid=5706&Mailinstanceid=24604
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Employees' monthly salary and, 

in particular, their annual bonus, 

should be reviewed. 

 

 Seek professional tax advice on 

the possible Chinese IIT 

implications for foreigners who 

are interested in obtaining the 

Chinese PR Cards. 
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