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Update on Measures of
Employee Economic

Compensation

The Ministry of Human Resources
and Social Security released
Renshebufa [2017] No.87 to
announce the invalidation and

abolishment of regulations on 24

November 2017, including Laobufa [1994] No.481 (“Circular No.481”’) which had been widely

referred and quoted to solve employment compensation issues before its different parts were

replaced by other subsequently released laws and regulations. The key changes regarding Circular

No.481 are highlighted as follows:

® Economic compensation for inappropriate payment of salary

» According to the abolished Circular No.481, in addition to the full payment of salary, an

extra 25% of total salary should be paid as economic compensation by the employer for any

underpayment, delay-payment of salary or nonpayment of overtime wage. Moreover, for

any salary lower than the local minimum, an extra 25% of the gap will be imposed on the

employer as compensation.
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» According to the Labor Contract Law, the employer is required to settle the payment for any
underpayment, delay-payment of salary, and nonpayment of overtime wage, and repay the
gap for the below-limit salary by a deadline specified by a Court or a Labor Authority.
Otherwise, extra 50% to 100% of the payable amount will be imposed on the employer as a

penalty.

® Economic compensation for breach and termination of labor contract
» According to the abolished Circular No.481, economic compensation for the termination of
labor contract by mutual consensus was calculated based on the monthly salary multiplying
the rounded up number of serving years with an upper limit of 12 years.
» The above type of economic compensation is now calculated according to similar rules
except that any serving periods of less than 6 months will only be entitled to half of the
monthly salary, and an additional limit is applied to cap the amount of monthly salary for

calculation at triple the local average monthly salary.

The abolishment of Circular No.481 would remove the inconsistencies of economic compensation
calculation in different areas and provide more clarity for employment administration for

enterprises.

Upcoming Significant Relaxation of Restrictions for Foreign Investment in

the Financial Industry

On 10™ November 2017, the State Council Information Office of China held a briefing on the major
issues discussed during the meetings between the heads of China and US in Beijing. One of the key
points discussed is that the restrictions for foreign investments in the financial industry would be

relaxed significantly. Below is a summary:
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® The maximum proportion of shareholding for single or multiple foreign investors directly or
indirectly investing in securities, fund management, and futures companies will be increased
from 49% to 51%. The maximum proportion restriction will be abolished entirely after three
years of implementation.

® The caps of foreign shareholding, 20% for a single investment and 25% for accumulative
investments, in domestic commercial banks and financial asset management companies will be
removed.

® The current 50% proportion limit for a single or multiple foreign investors in personal
insurance companies will be relaxed to 51% in three years. This restriction on proportion will

be removed entirely in another two years.

Further Statutorization of VAT Reform

Following the expansion of VAT Reform to the whole country last year (see China Business
Advisory 2016 Issue 3), the State Council issued Order No.691 on 19" November 2017 to announce
the abolishment of “Provisional Regulation on Business Tax of China” (State Council Order
No0.540 in 2008) and further amendments to the “Provisional Regulation on Value-added Tax of
China” (State Council Order No.134 in 1993). The aim of the abolishment and amendments is to

integrate and formalize the tested rules and regulations. The key points are as follows:

® Expansion of the scope of VAT taxpayers

Companies selling services, intangible assets and real estates are included as VAT taxpayers.
® Cancelation and reduction in VAT rates

On the basis of the cancellation of the 13% VAT rate, the tax rate for selling and importing

grain, books, and feed, etc. is reduced from 13% to 11%.




SINO-BRIDGE
Consulting Group

® Adjustment of the disallowed input VAT relating to

O purchases of goods, labor services, other services, intangible assets and real estates for
items under simple tax calculation methods or exempted from VAT, collective welfare or
personal consumption;

O goods purchased suffering from abnormal losses and the related labor service and
transportation service;

O purchased goods (excluding fixed assets) as well as the related labor and transportation
services for producing work in progress and/or finished products suffering from abnormal
losses;

O Other items stipulated by the State Council.

Furthermore, according to the Press Conference of the State Coucil the current transitional
implementation policies of VAT reform for certain industries, such as real estate, financial services

and so on, will remain valid.

Further Clarification on Scope of Eligible R&D Costs for Super Deduction

On 8" November 2017, State Administration of Taxation (“SAT”) issued SAT Announcement
[2017] No.40 on the basis of Caishui [2015] No.119 and SAT Announcement [2015] No.97 to
further clarify the scope of eligible research and development (“R&D”) costs for super deduction,

which is one of the Corporate Income Tax incentives. The highlights are shown as follows:

® Expansion on the scope to cover labor costs, such as salaries, basic social security and housing
fund, of R&D staff and service costs of individuals who are engaged with the company for
R&D activities according to a directly signed agreement or via a labor dispatch agent, and

temporarily hired researching, technical and auxiliary people
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® (larification that salaries include the deductible share incentive expenditures for R&D
personnel

® Simplification of the rules for deduction of depreciation and amortization

® (larification of the treatments of governmental subsidies, special income derived from waste,
defective products and intermediate materials, and the policy for capitalization of R&D costs

® Emphasis that super deduction is also applicable to failed R&D activities

Service Highlight

Gaining a comprehensive understanding of the principle and rationale of the fast changing
regulations of China is a must to be compliant and mitigate relevant risks while making the most out
of these regulations to yield a positive impact on your business. We have been helping our clients in
this direction with our long-time professional experience in China. For any assistance, please feel
free to call Ms. Kimme Chan, our Marketing Executive, on +852 3579 8745 or email her at

kimmechan @sinobridge-consulting.com.

Our China Investment Business Advisory Team

Hong Kong Shanghai

Room 2301-02, 23/F, Prosperity Center, Room 30A, 30/F, World Plaza, No.855, South Pudong
25 Chong Yip Street, Kwun Tong, Kowloon, Hong Kong Road, Pudong New Area, Shanghai, PRC 200120
Guangzhou Lyon Odiceo

Room A13, 16/F, Vili International, 167 Linhexilu, Tianhe 115 Boulevard Stalingrad — BP52038,

District, Guangzhou PRC 510000 69616 Villeurbanne Cedex, France

Website: www.sinobridge-consulting.com
E-mail: info @sinobridge-consulting.com
Telephone: (852) 3579 8745

Hong Kong Guangzhou Shanghai Lyon

For any enquiries, please contact Ms. Kimme Chan, Marketing Executive: kimmechan @sinobridge-consulting.com Tel: (852) 3579 8745
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New Year , New Dimension.....

‘With the arrival of the new year, we are pleased to bring you more new
services and solutions to help you grow and improve your business in an
ever-competitive market.

Comprehensive One-Stop Solution

fNeW Business Formation\

& Corporate Services

e China Business
Consulting

e New Business Advisory

e Market Entry Strategy

® JV/IM&A Deal-
Facilitation

e Investor Connect

Company Incorporation

/ HR Services \

e Payroll & Payroll Tax
Filing

e MPF / Social Security
Administration

* HR Outsourcing

e Employment & Labor
Laws

e Executive Search

e Employment Contract

o

ﬂ"ax and Financial Servicex

® Tax Accounting and
Advisory

e Financial Monitoring &

Internal Control

Corporate Insolvency

Auditing

Accounting &

Operational Support

e Financial Advisory

e Mandatory Employee
Compensation

e Health Care and

Employee Benefits

Keyman Insurance

IPO Policy

Liability Insurance for

Directors & Officers /

Professional Indemnity /

/ Insurance & Protection \

Incepted in 1994, Sino-Bridge is committed to delivering
quality services to our clients through dedicated teams of
professionals with different areas of expertise.

You can pick and choose solutions from our diverse
services to match your needs. Here are some examples:

“Mix-and-Match” Solution 1:

Market Research + Investor Connect + Tax Advisory +
Cyber Liability Insurance

Successfully raised fund for a technology start-up

“Mix-and-Match” Solution 2:

Company Incorporation + Accounting Support + Payroll
Administration + Financial Monitoring + Auditing

Freed up our client’s time and resources so that they could
concentrate on strategic matters, and peace of mind after
company formation

“Mix-and-Match” Solution 3:

New Business Advisory + Company Incorporation +
Directors and Officers Liability Insurance + Employee
Benefits

Offered a cost-effective & competitive solution to protect
the company and motivate employees

K HR Consulting J \ Products / Cyber Risk /

Clients benefiting from our services include startups and SMEs, multi-national corporations
planning to expand their business or experiencing bottleneck issues in China, joint-venture
companies wanting to achieve win-win business, etc.

Contact us for more information
and quotation

Hong Kong e Shanghai ¢ Guangzhou e Lyon

Sino-Bridge China Consulting Limited

rage 4 An independent member firm of DFK International
www.sinobridge-consulting.com
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New Year Special Promotion

Government Funding
Application + Business
Plan + Liability
Insurance

e HK$36,000 — Now only
HK$27,000 per
plan/application (fund
size HK$500,000)

e Guaranteed lowest price
for liability insurance

coverage

e Note: Discount ranges

Group Medical /
Employee Benefits

e Up to 20% discount /

Guaranteed lowest price
for the same benefits

e Price include value-

added services to help
you identify the best
medical plan at the best
price, analysis of claims,
“Loss Ratio” and cost

+ Tax Advisory +
Cultural Training

e Up to 20% discount for
company incorporation
with all the guidance
you will need to tap into
the China market

® One session of free
training on Cultural
Awareness for Doing
Business in China

from 15% - 25% effectiveness
depending on target
fund size and business
scope
Company Setup + Payroll & MPF or
Market Entry Strategy Social Insurance

Administration +
Accounting Services +
Annual Audit

e Up to 20% discount
for an end-to-end
solution that fulfills
both your business
needs and statutory
requirements

e HK$500 cash award
for each employee
will be given for MPF
transfer in Hong Kong

We Guarantee you the best price as well as service quality

Contact us now for the best deal !

Inquiries: kevinachow @sinobridge-consulting.com / Tel: (852) 3579 8743




