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This article was prepared by LehmanBrown International Accountants.
This article is intended for general information purposes only and is not intended to provide, and should not be used in lieu of professional advice. The publisher LehmanBrown assumes no liability

for readers’ use of the information herein and readers are encouraged to seek professional assistance with regard to specific matters. Any conclusions or opinions are based on the specific facts and
circumstances of a particular matter and therefore may not apply in all instances.
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Chinese Social Security Coverage for Expatriates

Helping expatriates understand the benefits and limitations of China’s Social Security

As China’s society continues to open up, and as travel resume following Covid, it is expected that more
and more expatriates are likely to look at living and working in China, especially in some of China’s
major cities, such as Beijing, Shanghai, and Guangzhou. Outside of needing to pay tax in China on
earnings, expatriates also may be required to pay Chinese social welfare insurance, depending upon
their individual circumstances.

This article delves into the essential benefits that expatriates can enjoy when paying China’s social
welfare insurance (“Social Security”).

Types of Employment of Expatriates

In China, a working expatriate or specifically a “Foreigner employed in China” is defined as a non-
Chinese national holding a valid working permit and residence permit. The working permits come in
various names according to the role the expatriate is conducting. Typically, an expatriate will receive a
working permit. However, there are permits for Experts - Foreign Expert Certificate, Journalists (Permit
for Permanent Foreign Journalists), and long-term expatriates can receive the Foreigner’s Permanent
Residence Card (a sort of Green Card).

It is important to note that expatriates working in China in Taiwan, Hong Kong and Macao are under
different legal systems and so the taxes and welfare requirements are different.

Who Pays for Social Security and What is the Coverage?

Social Security is mandatory for anyone working in China, and expatriates need to be aware that the
percentages for contributions of various coverages vary from city to city. In essence, Social Security
covers the employee's pension, basic medical insurance, unemployment insurance, work-related injury
insurance, and maternity and paternity insurance.

At present, there are two main employment methods for expatriates in China: direct employment and
overseas dispatchment.

Direct employment means that employers in China have signed a contract with the expatriate. Once the
contract is signed, the expatriate needs to be registered with the Chinese labour authorities, and the
company has to make sure to cover the expatriate's Social Security every month.

Overseas Dispatchment means that an overseas company with a labour contract signed with an
expatriate that is sent to work in China, here too, the company needs to pay for the expatriate's Social
Security.

If an expatriate is self-employed, they have to make sure to cover their own Social Security payments,
however as most expatriates are required to have a work permit and visa this is not possible for most.
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The biggest questions that most expatriates ask is who is supposed to cover their Social Security?
According to the provisions of the Interim Measures for Participation in Social Security of Foreigners
Employed in China, the employing organizations that recruit foreigners, according to law, should handle
Social Security registration within 30 days from the date of handling employment certificates for them.
Foreign personnel dispatched by overseas employers to work in domestic employing organizations
should be registered for Social Security by domestic employing organizations. Organizations employing
foreign employees (including branches of foreign enterprises in China and representative offices
in China) and foreign employees with legal employment qualifications can apply for Social Security
registration if they present the establishment documents and relevant certificates provided by the
relevant approval authorities. The Social Security premiums payable by expatriates must be withheld
and paid by the employing organizations. Expatriates do not need to pay the Social Security premiums
in person to the Social Security agency. If the foreign employees have reached or exceeded the legal
retirement age when they come to China for employment, they do not need to participate in Social
Insurance.

Expatriates Benefits

In essence, if they meet the prescribed conditions, expatriates under Social Security can enjoy the same
Social Security benefits as the Chinese personnel participating in Social Security.

Expatriates who leave China before enjoying the pension benefit stipulated by China are allowed to keep
their personal accounts. If they return to work in China again, the years of contribution can be calculated
accumulatively. However, in the event the expatriate terminates their Social Security account via a
written application, the balance in the pension account can be given in a lump sum to the expatriate. The
sum will only be what the expatriate had contributed from their monthly salary withheld by the company
they work for, the pension paid by the company will be kept by China and is not refundable. In the event
the lump sum was to be above RMB50,000 then expatriate would have to go through their Chinese bank
and prove they had paid taxes in order to have the sum converted from RMB and transferred to the non-
Chinese account of their choice.

Furthermore, both Chinese nationals and expatriates can withdraw from the medical insurance sums
included in the Social Security deposited monthly. An individual can go to the designated bank with
their account book (red book), normally provided by the company after registering in their behalf, and
withdraw whatever is in the account.

Lastly, if the expatriate were to die, the balance of his or her basic endowment insurance personal
account can be inherited.

Case Study

Marco is 36 years old from Italy, an expatriate employed by a Chinese company registered in Beijing.
The government authorized his Work Permit in January 2020 and the company to register his Social
Security for him within 30 days. In Beijing, if Mark’s gross salary is RMB 25,000 starting from January
2020 to December 2022, he shall pay 8% of the pension, 2% + RMB 3 of basic medical insurance, 0.2%
of unemployment insurance base on his gross salary. The monthly amount in his personal account would
be:
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RMB 2,000 in his pension account, RMB 750 in his medical insurance passbook, which is 3% based on
his gross salary, 2% paid by Marco, 1% paid from his company’s contribution. The amount in Marco’s
medical insurance passbook could be withdrawn at any time.

If Mark will be leaving China by December 2022 and will not return to China anymore, the amount
refundable is from Pension account:

2,000% 12 x 3= RMB 72,000

Additional Insurance to expats

Expatriates who travel, live and work in China enjoy the same Social Security coverage as Chinese
citizens when it comes to health, which means expatriates have access to local public hospitals.
However, a common issue is language barriers.

However, companies can purchase international health insurance specifically for expatriates if they
are willing to. These insurance types can provide expatriates access to international hospitals in China
where expatriates can be taken care of by English speaking staff or assisted by on sight translators, and
possibly other languages available.

Furthermore, these types of medical insurance can provide more coverage, such as general accident
insurance. The insurance can also provide monthly income compensation for foreign employees when
they suffer from a major iliness, accidental disability, or death, effectively make up for the income loss of
their families and individuals in the above cases and stabilize their economic sources.

Since many expatriates travel back and forth between their home countries and China, companies can
buy travel medical insurance, which can guarantee that expatriates can receive rescue services by
international rescue companies and obtain certain medical expenses compensation in case of accidental
injury or acute disease during their stay outside China and repatriation cover to their home country.

Social Security Country Exemptions

To treat expatriates the same as the nationals in China protecting their social welfare right and interests,
while avoiding paying double in terms of tax and Social Security, China has signed bilateral Totalisation
Agreements with some governments around the world to exempt them from paying certain elements of
Social Security in China, as long as their rights and coverage are safeguarded.

By 2020, China had signed bilateral and multilateral mutual Social Security exemption agreements
with 12 countries: Germany, Korea, Denmark, Canada, Finland, Switzerland, Netherlands, Spain,
Luxembourg, Japan, France and Serbia. These agreements aim to deal with the Social Security rights
and obligations of transnational employees having their rights safeguard in the other countries. Therefore
reducing the burden of Social Security payments for enterprises and personnel and further promoting
bilateral economic and trade relations, in turn, facilitating the movement of personnel between those
countries.

It essential to keep in mind that China's bilateral Social Security agreements with Germany, Korea,
Finland, Switzerland, Netherlands, Spain and Serbia cover the pension insurance and unemployment
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insurance. In contrast, China's bilateral social security agreements with Denmark, Canada, Luxembourg,
and Japan only cover pension insurance. Among the countries that have signed bilateral or multilateral
mutual exemption agreements on social insurance, all have come into effect except France which is
pending.

Planning Ahead

Understating Social Security's workings can help expatriates negotiate better for their employment
contracts, know the limitation of their health coverages and other coverages, and allow proper planning
to ensure that they are adequately covered. Companies operating in or with China should consult HR
professionals or tax agents when hiring non-local talents, see if there are any treaties between the
countries and effectively plan their expatriate staff's payment, and consult their employer or insurance
professionals.
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LehmanBrown is a licensed China-focused accounting, taxation and business advisory firm, operating dedicated offices in Beijing,

Tianjin, Shanghai, Shenzhen, Guangzhou, Hong Kong and Macau, and with an extensive affiliate network throughout China and

in over 100 countries worldwide.

LehmanBrown combines years of international expertise with practical China experience and knowledge, offering expert advice
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Professional Services

Audit & Assurance External Audit
China Statutory Audit

US GAAP Audit

IFRS Audit

Hong Kong Statutory Audit

Internal Audit
Fraud Investigation

Forensic Accounting

Special Purpose Audit
Foreign Currency Audit
Royalty Audit

Capital Verification Audit

Valuation Services

Corporate Valuation

Damage Assessment Valuation Intellectual
Property Valuation Asset Valuation

Special Purposes Valuation

Corporate Finance
Debt Restructuring

Acquisition, Disposal & Financing

Mergers & Acquisitions
Transaction Advisory
M&A Divesture

M&A Integration

Financial Due Diligence

Business Services

Company Registration & Maintenance
Cash Flow Management

Chop Custodian Services

Market Entry Advisory

Updating Company Certificates

Annual Inspection & Reporting

Company Secretarial Services

Company Ownership Transferring/Corporate
Restructuring Background/Credit Checking

Company Deregistration & Bankruptcy

HR Support Services

China Visa Services for Expatriates

Social Welfare Structures

Outsourcing Services

Accounting & Bookkeeping
Budgeting & Forecasting Financial Statement

Preparation Head Office Reporting

Financial Management
Interim Financial Management Finance
Manager Function

CFO Function

Treasury Management
Set-up of Bank Account

Payroll Services
Payroll Processing Setup
Expatriate Employees

Local Employees

Secondment & Temping Service

Taxation Services

Individual Tax Planning (IIT)

Tax Immigration & Investment Review

US & Overseas Personal Income Tax Planning
& Filing IIT Tax Payment Facilitation
Application for Individual Income Tax Refund
Expatriate Staff Individual Income Tax Staff

Filing Local Staff Individual Income Tax

Company Taxation (CIT)

Tax Consulting

Corporate Tax Planning
Business Restructuring

Value Chain Review

Onshore / Offshore Investment

Transfer Pricing

Tax Compliance

Tax Due Diligence

Tax Deregistration

Negotiation of Tax Penalties

Tax Refund Application

Tax Representatives for Tax Audit
VAT & Customs Duty Clearance
PRC Tax Receipt Verification

VAT Application

VAT & Sales Tax Filing

Corporate Income Tax Reporting

Specialist Accounting & Risk Management

Internal Controls
Systems
Risk Management

Sarbanes - Oxley (SOX 404)

GAAP, SEC & IFRS Compliance

US GAAP

US GAAP Financial Statement Preparation
US GAAP Conversion

Other GAAP
GAAP Conversion
Public Company Compliance

Financial Statement Preparation

IFRS
IFRS Accounting Repackaging
IFRS Financial Statement Preparation

IFRS Public Company Compliance

SEC
SEC Public Company Compliance

Legal Services

Legal Advisory

Labour Legal Advisory

Workforce Downsizing Advisory
Labour Tribunal Assistance & Advisory
Labour Law Review & Audits

Review & Preparation of Employment Contracts

Corporate Legal Advisory

Legal Due Diligence

Corporate Restructuring Advisory

Review & Preparation of Articles of Association (AoA)
Review & Preparation of JV Contracts

Review & Preparation of Repatriation Agreements

Other Legal Services

Dispute Mediation & Advisory

Trademark & Intellectual Property Advisory
Debt Collection Assistance

Litigation Support
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For further information about how we can add value and support your individual or business needs, please contact us.
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Beijing dbit

6/F, Dongwai Diplomatic Building, 23 Dongzhimenwai Dajie,
Beijing 100600, China

AR AT X AR B TAMRA 23 5 AR AN I AR 602
Tel: + 86 10 8532 1720

Fax: + 86 10 8532 2746

Email: beijing@lehmanbrown.com

Shanghai &

Room 1501 & 1504, Wan Tai International Building,

480 North Urumgi Road, Shanghai 200040, China

HHE BT K G E R AL (FRILEE) 480 ST RERRA
i 1501 & 1504

Tel: + 86 21 6249 0055

Fax: + 86 21 6288 1636

Email: shanghai@lehmanbrown.com

Guangzhou J M

Room 3317, China Shine Plaza, 9 Lin He Xi Road, Guangzhou
510610, China

RN AR TS 9 ST 3 3317 =

Tel: + 86 20 2205 7883

Fax: + 86 20 2205 7880

Email: guangzhou@lehmanbrown.com

Shenzhen &

Room 3206, News Building 2, Shennan Middle Road, Shenzhen
518027, China

HERYI T R U 2 5T K 3206

Tel: + 86 755 8209 1244

Fax: + 86 755 8209 0672

Email: shenzhen@lehmanbrown.com

Tianjin K

Unit 2901-04, The Exchange Tower 2, 189 Nanjing Road, Heping
District Tianjin 300051, China

FRE R T AT X R i 189 S50 3 2 A 2901-04 =

Tel: + 86 22 2318 5056

Fax: + 8622 2318 5001

Email: tianjin@lehmanbrown.com

Hong Kong &

Suite 03, 16/F, Sino Plaza, 255-257 Gloucester Road, Causeway
Bay, Hong Kong, China

Fp [ A S A L T 255-257 SRISRIEE 16 12 03 =

Tel: + 852 2426 6426

Fax: + 852 2426 6427

Email: hongkong@lehmanbrown.com

Macau ¥ ]

Level 20, AIA Tower, 251A-301 Avenida Commercial De Macau,
China

PP TR 3K RS 251A-301 SRACHI B 20 #E

Tel: + 8538294 2434

Fax: + 853 8294 2399

Email: macau@lehmanbrown.com




