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Regulations Regarding Expatriates IIT

• Individual Income Tax Law of the People’s Republic of China (2008)

• Guoshuifa (1994) 148 

Tax Payment Obligations for non-residents in China

• Guoshuihanfa (1995) 125

Clarification of IIT Calculation and Payment for non-residents in China

• Guoshuifa (2004) 97

Clarification of Tax Treaties and IIT Law for non-residents in China
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Resident and Non-resident

Resident

• Mainland Chinese nationals

• Non-mainland Chinese 
nationals who have lived 
and worked in China for five 
years consecutively

 “Five Year Rule” 

Non-resident

• Non-mainland Chinese 
nationals who do not meet 
the “Five Year Rule”
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Individual Income Tax 
Three Basic Concepts

• Resident tax payer will pay tax on global income

• Non-resident tax payer will pay tax on income derived from 
China and income paid by Chinese employers

• Apportionment

First work out tax payment first based on your total income, 
then apply apportionment to work out IIT for China
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“Income Derived from China”

China Sourced Income (CSI): 

• Wages and salaries earned by an individual during the actual 
period of work in the territory of China, regardless of whether 
they are paid by enterprises or individual employers inside or 
outside China, are deemed income derived from China.

Non-China Sourced Income (Non-CSI):

• Wages and salaries earned by an individual during the actual 
period of work outside the territory of China, regardless of 
whether they are paid by enterprises or individual employers 
inside or outside China, are deemed income derived outside 
China.
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Residing in China for One Year

Year of 2010

Entry Records
Number of days 
spent overseas

Depart Enter

UK Citizen 
Mr. Cameron

Nov 1, 2010 Dec 4, 2010 33

US Citizen 
Mr. Obama

Jul 1, 2010 Jul 16, 2010 15

36Oct 22, 2010 Nov 1, 2010 10

Dec 20, 2010 Jan 4, 2011 11

Residing in China for one calendar year means: in a calendar year, temporary absences 
from China is less than 30 days continuously or 90 days altogether.

7www.dezshira.com



“183 Days Rule”

Period in China

China Sourced Income Non-China Sourced Income

Paid by 

Employer in 

China

Paid by 

Overseas 

Employer

Paid by 

Employer in 

China

Paid by 

Employer 

Overseas

Less than 183 days
Yes

183 days to 1 year Yes Yes

1 year to 5 years Yes Yes Yes
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Depending on the number of days you stay in China over the calendar year, the following 
incomes are deemed to be your Taxable Income:



“Five Year Rule”
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In the 6th year, 
“Residing for one year” 

apply?

In China 
5 years 

continuously

yes

no

Tax on global income 
from hereafter 

Five year period is 
reset and 

“183 Days Rule” 
applies again



Apportionment System
The apportionment system is built into the tax calculations, by using formulas 
similar to this:
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Income Total

ncomeChinaI

DaysTotal

DaysChina
QDTaxRate800,4Income Total

Total Income Total income for employment related to China

Income China Part of the income paid by Chinese Employer

Income Overseas Part of the income paid by Overseas Employer

Days Total Total number of days in the current month

Days China The days spent by the individual inside China in a month

Days Overseas The days spent by the individual outside China in a month

QD Quick Deduction (set by government)



Tax Rate Table

Grade Monthly Taxable Income (RMB)* Tax Rate(%) Quick Deduction

1 Less than 500 5 0

2 500 ≤ RMB < 2,000 10 25

3 2,000 ≤ RMB < 5,000 15 125

4 5,000 ≤ RMB < 20,000 20 375

5 20,000 ≤ RMB < 40,000 25 1,375

6 40,000 ≤ RMB < 60,000 30 3,375

7 60,000 ≤ RMB < 80,000 35 6,375

8 80,000 ≤ RMB < 100,000 40 10,375

9 Over 100,000 45 15,375
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Useful Formulas

Total days in China IIT Calculation for monthly salary 

Less than 183 days

183 days to 1 year

1 year to 5 years

Over 5 years

Remark: Non-China sourced incomes are also taxable, but the tax paid  overseas can 

be offset against taxes paid in China
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Income otalT

easncomeOversI

DaysTotal

asDaysOverse
1QDTaxRate800,4Income Total

   

















Income Total

aIncomeChin

DaysTotal

DaysChina
QDTaxRate800,4Income Total

   









DaysTotal

DaysChina
QDTaxRate800,4Income Total

  QDTaxRate800,4Income Total 



Case Study 1
Income Derived From China
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Name: Mrs. Bouvier

Nationality: French

Company: WFOE

Total No. of Days in China 
within one year:

120 days 
(Less than 183 days)

Total No. of Days in China 
within One Month:

10 days

Total income: 80,000 RMB

Part of income paid by Company 
in China:

30,000 RMB

Part of income paid by parent 
Company in France:

50,000 RMB
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Name Nationality Company
Days in 
China in 
One Year

Days in China in 
One Month

Total 
Income

Part paid by 
company in 

China

Part paid by 
company in 

France

Mrs. 
Bouvier

French WFOE
120 days 

(Less than 
183 days)

10 days 80,000 30,000 50,000

   

















Income Total

aIncomeChin

DaysTotal

DaysChina
QDTaxRate800,4Income Total

   

















000,80

000,30

30

10
375,6%35800,4000,80

RMB 2,493



Case Study 2                   
Income Derived From China
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DaysTotal

DaysChina
QDTaxRate800,4Income Total

   









30

20
375,6%35800,4000,80

RMB 13,297

Name Nationality Company
Days in China in 

One Year
Total 

Income
Part paid by 

company in China
Part paid by 

company in France

Mrs. 
Bouvier

French WFOE
240 days 

(Over 183 days)
80,000 30,000 50,000



Definition of “Senior Management”

What is “Senior Management”?
• Director

• Chief Executive Officer

• General Manager

• Vice President

• Chief Representative

• Persons occupying functional chief positions

• Other persons occupying similar company management level positions

(Guoshuifa (1995) No.125, Art. 3)
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Countries with “Senior Manager” clause

The follow countries have a special “Senior Manager” clause in their Double 
Taxation Agreement with China:
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Norway Canada Portugal

Sweden Thailand Kuwait

Pakistan Jamaica



IIT Liability of CR in an RO
CR IIT calculation also depends on “full time” and “part time”  status. For part-time CR, 
the tax could be apportioned and the CR would only need to pay IIT for the time spent 
in China.

IIT Calculation Basis Time Apportionment

Full Time CR Entire salary No

Part time CR
(two or more
employment 

contracts)

The salary is divided into two parts
• Income paid by China entity
• Income paid by oversea entity

Yes
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Case Study 3                      
Chief Representative (CR)
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Name: Mr. Hoffman

Nationality: German

Company: Representative Office

Position: Chief Representative

Total No. of Days in China 
within one year:

120 days 
(Less than 183 days)

Total No. of Days in China 
within One Month:

10 days

Total Income: 80,000 RMB

Part of income paid by 
company in China:

30,000 RMB

Part of income paid by parent 
company in Germany:

50,000 RMB



Case Study 3 
Full Time Chief Representative 

(cont’d)              
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Name Nationality
Company/

Position
Days in China 
in One Year

Days in China 
in One Month

Total 
Income

Part paid by 
Company in 

China 

Part paid by 
Company in 

Germany

Mr. 
Hoffman

German
RO / CR

120 days 
(Less than 
183 days)

10 days 80,000 30,000 50,000 

 
 

RMB 19,945





375,6%35800,4000,80

QDTaxRate800,4Income Total   



Case Study 3 
Part Time Chief Representative

(Cont’d)
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30

10
375,6%35800,4000,80

DaysTotal

DaysChina
  QDTaxRate800,4Income Total   













= 6,648 RMB



Provisional Exemption of Fringe Benefits 
Received by Expatriates

• Housing, meal and laundry allowances

• Relocation expenses

• Travel allowance

• Home Trip allowance

• Language training

• Children education allowance

• Social security benefits
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Provisional Exemption of Fringe Benefits 
Received by Expatriates 

(cont’d)

Categories
• Non-cash basis

• Reimbursement basis

Approval
• Reasonable

• Employment contract

• Valid commercial invoice - fapiao
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Regular IIT payment

Frequency Monthly

Location Income source

Filing method
• Internet, or
• Hard Copy

Payment method
• Cash
• Bank

Owner Income distributor
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Who Should File a Self Declaration?

Classification of Income 

• Annual income ≥ RMB 120,000

• Wages and salaries from 2 or more sources

• Overseas income

• Taxable income derived but no withholding agent
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What is considered annual income?

• Wages and salaries

• Income from individually-owned industrial and commercial 
households

• Income from subcontracting or subleasing

• Remuneration for labor services

• Author’s remuneration

• Incomes from royalties

• Incomes from interests, stocks dividends and bonuses

• Incomes from lease, transfer of property

• Occasional incomes
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Penalties for Violations

Violation Penalties

Late filing ≤ RMB 10,000

Under-declaration of IIT by taxpayer 50% - 500%

Taxpayer involved in falsifications and 
misreporting of figures

≤ RMB 50,000

Wrong calculation of IIT by withholding agent 50% - 300%
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How to File Annual IIT Returns?

Method
• Self-declaration

– Handed in person to at the Tax Bureau

– Internet filing

– Registered mail

• Outsourcing to qualified agents

Language
• Chinese

• Chinese + English
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Welcome to Emerging Asia

Welcome to Dezan Shira & Associates
For inquiries:

Jacky Qi
Jacky.Qi@dezshira.com
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New DSA Suzhou office – coming soon 2011
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Our subsidiary Asia Briefing Ltd. 
has published legal, tax and 
investment information since 
1999 about doing business in 
China, India, Vietnam, Hong Kong, 
and Russia.

www.russia-briefing.com
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http://www.china-briefing.com/
http://www.india-briefing.com/
http://www.vietnam-briefing.com/
http://www.2point6billion.com/
http://www.vietnam-briefing.com/


Publications

33

As a premium English language publishing brand in Asia, Asia Briefing’s portfolio 
includes books, magazines, and news websites. 

www.dezshira.com

Apart from our free online resources, we have a wide selection of technical and business 
guides available through our online bookstore www.asiabriefingmedia.com/store/

www.asiabriefingmedia.com



Asia Business Resources Library
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The online resources library is the essential guide for doing business in China, India, 
and Vietnam providing complimentary access to relevant articles and the latest 
regulatory updates on issues including: 

www.dezshira.com/asia-resources


