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In brief 

In July 2011, a series of innovative tax, customs, finance, and land policies offered to Hengqin Island 

(Hengqin) within the Zhuhai Special Economic Zone (which is a coastal city in south-east China) were 

approved by the State Council.  As part of these preferential policies, it was announced that Hong 

Kong/Macao residents working in Hengqin could receive the China Individual Income Tax (IIT) rebate 

from the Guangdong provincial government so that their effective China IIT burden would be close to 

what they would pay if they had instead been working in Hong Kong/Macao. 

In December 2012, the Provincial Finance Bureau of Guangdong issued the Provisional Administrative 

Measures on the Individual Income Tax Rebate for Hong Kong and Macao Residents Working in 

Hengqin New Area of Zhuhai (Hengqin IIT Rebate Measures) which provides guidelines to implement 

the IIT rebate program to attract talent to work in Hengqin. 

This alert highlights the implementation details of the IIT rebate program in Hengqin. 

 

In detail 

Salient points of the Hengqin IIT Rebate Measures 

The table below summarizes some important points in four areas of the IIT rebate program in Hengqin: 

Eligible person  Hong Kong and Macao permanent residents working in Hengqin as 

employees or independent service providers. 

IIT Benefits  For income on which the individuals have paid China IIT in Hengqin, the 

portion of the China IIT which is in excess of the Hong Kong/Macao income 

tax calculated on such income will be refunded to the individuals. 

 The IIT rebate applies to all 11 categories of income indicated in the China 

IIT Law, which includes employment income, independent service income, 

rental income, capital gain, etc. 

 The IIT rebate itself is exempted from China IIT. 

Effective day  The IIT Rebate Measures took effect on income derived on or after January 

1, 2013. 

 
 



Global Watch 

 
 
 

2 pwc 

 

Administration  The IIT rebate is applied once a year.  The due date for application is June 

30th of the following year. 

 The IIT rebate application can be submitted by the taxpayer, his authorized 

tax withholding agent (normally, the employer in China) or tax agent. 

 The application package includes: 

1. Copy of Hong Kong/Macao permanent identity card; 
2. Proof of employment relationship or service contract for working in 

Hengqin; 
3. Hong Kong/Macao income tax calculation report issued by the tax 

authorities or certified public accounting firms in Hong Kong/Macao; 
and 

4. China IIT certificate issued by the Hengqin local tax bureau, 
individual’s China bank account information, tax registration 
certificate, etc. 

 

The Hengqin IIT rebate program is 
widely viewed as an attractive China 
IIT incentive policy to encourage 
Hong Kong/Macao permanent 
residents to work in Hengqin.  Their 
China IIT burden will effectively be 
reduced to the level of what they 
would pay under Hong Kong Salaries 
Tax (HKST) (capped at 15%) or 
professional tax in Macao (capped at 
12%), despite the China IIT marginal 
tax rate could be up to 45%.  For a 
Hong Kong/Macao resident whose 
income level is subject to an effective 
tax rate of less than 15% in Hong 
Kong/Macao, the level of IIT rebate in 
Hengqin would be more attractive 
than that offered in Qianhai, another 
hotspot in the South region in China.  
(See related Global Watch dated 
March 4, 2013).  In Qianhai, the IIT 
rebate is based on the difference 
between the actual IIT payment and 
15% of taxable income from 
employment. 

What issues are still uncertain? 

1. The calculation of Hong 
Kong/Macao income tax 

The Hengqin IIT Rebate Measures do 
not specify the methodology that the 
Hengqin local authorities would 
accept in determining the amount of 
Hong Kong/Macao income tax for the 

purpose of further calculating the IIT 
rebate.  The calculation methodology 
is critical as Hong Kong/Macao 
residents are entitled to certain 
income exemption claims if they 
derive income from providing services 
outside of Hong Kong/Macao.  For 
example, a Hong Kong resident 
employee who provides full time 
employment duties in China and does 
not provide any services in Hong Kong 
would be entitled to a full income 
exemption claim on the employment 
income but pays China IIT on his 
entire employment income.  Thus, it is 
a question of whether this employee 
would be entitled to the rebate for his 
full IIT paid as he would have no 
HKST liability, and if so, he may have 
no net employment income tax paid 
after receiving the IIT rebate. 

Based on our discussions with the 
Hengqin local authorities, we 
understand that the IIT rebate 
program is not intended to lead to nil 
net income tax liability on 
employment income for qualifying 
individuals.  The Hengqin local 
authorities would seem to accept the 
concept of 'hypothetical tax, i.e., the 
Hong Kong/Macao income tax which 
the individual would have to bear if 
the individual had instead been 
working full time in Hong 

Kong/Macao.  If so, it appears that it 
may be sufficient to submit 
hypothetical tax calculations prepared 
by accounting firms and it may not be 
necessary to wait for issue of tax 
assessment by the Hong Kong/Macao 
tax authorities. 

Other related questions would be the 
basis to calculate the hypothetical tax 
on the employment income - whether 
a flat rate (15% in Hong Kong or 12% 
in Macao) would be adopted, how the 
Hong Kong fiscal tax year and related 
tax rates (from April to March) bridge 
with the China calendar tax year, and 
whether deductions for personal 
allowances for Hong Kong/Macao 
income tax purposes would also be 
allowed. 

It is also important that the Hengqin 
local authorities provide further 
guidance on how the IIT rebate 
program applies to the remaining 10 
categories of income. 

2. Hong Kong/Macao residency 
status  

Since the IIT rebate program is 
applied to permanent Hong 
Kong/Macao residents only, it appears 
that it should also cover foreigners 
with permanent Hong Kong/Macao 
residence status.  It is expected that 
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the Hengqin local authorities will 
design similar policies to attract other 
expatriates or even 'talents' from 
Mainland China to work in Hengqin. 

3. Working relationship in Hengqin 

The Hengqin IIT Rebate Measures 
does not elaborate on the kind of 
working relationship that is covered – 
whether it is restricted to employment 
by an employer / engagement for 
personal services by a company in 
Hengqin.  Based on our discussions 
with the Hengqin officials, the scope 
of the program should also cover 
individuals on secondment to / 
working in Hengqin as long as they 
are required to pay China IIT in 
Hengqin. 

4. Physical presence threshold for 
application 

It is unclear if there is a time 
threshold on the minimum days which 
the Hong Kong/Macao residents have 
to spend in Hengqin in order to enjoy 
the IIT rebate.  It remains to be seen 
whether further detailed requirements 
will be provided. 

The takeaway 

Global mobility program managers 
should consider the following actions:  

 We understand that the Hengqin 

IIT Rebate Measures apply to 

income derived from January 1, 

2013 onwards.  As such, the rebate 

application for the initial year of 

the program should be submitted 

on or before June 30, 2014. 

 Given that Hengqin is adjacent to 

Macao and close to Hong Kong, it 

is important that qualifying 

individuals and their employers 

plan ahead on the individuals’ 

working duties and arrangements 

in order to mitigate the possible 

double taxation in China and Hong 

Kong/Macao which would arise 

from working in both Hengqin 

(and other parts of China) and 

Hong Kong/Macao. 

 As indicated earlier, the IIT rebate 

is exempted from China IIT.  

However, if a Hong Kong/Macao 

resident is offered tax equalization 

arrangement as commonly adopted 

by multinational employers, 

he/she may have to refund the IIT 

rebate to the employer. Global 

mobility program managers whose 

companies tax equalize their 

employees should coordinate with 

their corporate tax department to 

assess the potential corporate 

income tax (CIT) implications to 

the employer.  Employers should 

also revisit their existing tax 

equalization arrangements and 

procedures to consider whether 

changes are necessary as a result of 

the IIT rebate. 

It is expected that further 
clarifications on the rebate program in 
Hengqin would be provided in order 
to address the potential uncertainties 
mentioned above.  We understand 
that the application form for the IIT 
rebate will be issued at a later stage 
when further implementation 
guidance is available.  More 
developments may be on the horizon - 
government authorities at the State 
level are reviewing the Catalogue for 
Industries Allowed in Hengqin and 
the Catalogue for Encouraged 
Industries in Hengqin (relating to a 
preferential CIT rate of 15%).  We are 
closely monitoring the situation and 
will share our findings and insights in 
due course. 

 

 

 

 

 

 

 

 

 

 

Let’s talk   

For a deeper discussion of how these issues might affect your business, please contact the following representatives from 

PwC China: 

 
Mandy Kwok 

mandy.kwok@hk.pwc.com 

+(852) 2289 3900 

 
Edmund Yang 

edmund.yang@cn.pwc.com 

+86 (10) 6533 2812 

 
Stacy Kwok 
stacy.kwok@cn.pwc.com 
+86 (21) 2323 2772 

 
Jacky Chu 
jacky.chu@hk.pwc.com 
+(852) 2289 5509 
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