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Preface

As China enjoys a vast territory, it presents a 

noticeable difference in business environment 

between provinces. Conpak has a keen insight 

into Chinese business rules and is capable of 

providing efficient professional services in 

legislation, company registration, tax 

administration, intellectual property protection 

and recruitment in an advisory capacity.

This Guide serves as a reference to help potential 

investors commence their business in mainland 

China. For further information, please contact us.

Conpak CPA Limited

June 2019

3 Guide to Doing Business in China
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Business Environment

With mature technologies, impeccable industry 

chain and logistics system extending in all 

directions, which is beneficial for quick business 

deployment for investors, China's manufacturing 

industry is prosperous. In recent years, China has 

constantly unleashed industries such as finance, 

insurance, trading, retail and service, and 

substantially reduced tariffs and relieved 

regulation on foreign exchange. A large 

consumption market brings investors numerous 

business opportunities.

Infrastructure
At present, China has established an integrated 

transportation network with railway 

transportation as the core, which encompasses 

highway transportation, maritime transportation 

and air transportation. The cargo handling 

capacity ranks first in the world. 

China's communication industry has developed 

rapidly in recent years, with phone coverage 

being up to 100%. As of December 2018, the 

number of netizens has reached 829 million and 

the Internet penetration rate has scored 59.6%. 

In addition, the 4G network was put into use at 

the end of 2013.

Legal System
China's legal system consists of legislation, 

enforcement of law, judiciary and legal 

supervision. China's legislative authority belongs 

to the National People's Congress and its 

standing committee, and the State Council, when 

authorised by the National People's Congress, 

may formulate administrative laws and 

regulations as well as provisional regulations and 

rules. China's current legal system consists of 

constitution, laws and normative documents, of 

which laws include labour law, corporation law, 

intellectual property law, etc. Civil and 

commercial disputes, if any, may be resolved 

through mediate, arbitration and lawsuit.

Financial and Foreign Exchange 
Control
China's financial market is subject to state 

supervision. Financial institutions of China come 

in different types, with state-owned commercial 

banks as the backbone. Now, China is practicing 

foreign exchange control, but the profits made 

by the investors within the territory of China 

may, after being levied for tax purposes, be 

remitted abroad through banks.

Industries with Investment 
Incentives
Foreign investments are encouraged in industries 

ranging from manufacturing, wholesale and 

retail, leasing and commercial service, scientific 

research and technical service, agriculture, 

forestry, animal husbandry and fisheries, 

hydro-environment and public utility 

management, service organisations for the 

handicapped, elders and children, certain culture 

and sports, to entertainment. Foreign 

investments in the sponsored projects will be 

granted tax concessions, for instance, customs 

duty are exempted for import of own-use 

machinery and equipment and only 15% 

corporate income tax is collected on businesses 

investing in sponsored industries in western 

regions.
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Statutory Holidays

Holidays                                                                                   Duration (Day)

New Year's Day                                                                                                                       1

Spring Festival                                                                                                                            3 

Ching Ming Festival                                                                                                                    1 

Labour Day                                                                                                                                 1 

Tuen Ng Festival                                                                                                                         1

Mid-autumn Festival                                                                                                                   1

National Day                                                                                                                              3 
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Forms of Incorporation
An enterprise established by foreign enterprises 
or individuals in China shall, in general, be in one 
of the following forms: 
•  Wholly Foreign-owned Enterprise
    It falls into the category of Limited Liability 
    Company, with capital input from foreign 
    investors, and can engage in industries 
    including trade, consulting, production and so 
    on. The amount of shareholders is not limited. 
•  Sino-foreign Equity Joint Venture
    A Sino-foreign Equity Joint Venture is a limited 
    liability company, co-invested by Chinese 
    enterprise and foreigner (businesses or 
    individuals).
•  Foreign-Invested Partnership Enterprise
    It falls into the category of Partnership 
    Enterprise, in which the partners enter into a 
    partnership agreement in accordance with the 
    law to jointly contribute capital, operate as a 
    partnership, share profits and risks, and assume 
    unlimited joint and several liabilities (Limited 
    Partnership Enterprise must include both 
    general partner and limited partner).
•  Foreign Representative Offices of Foreign 
    Enterprise (Foreign Representative Office 
    for short)
    The investor of a Foreign Representative Office 
    must be an enterprise registered and existing 
    abroad for at least two years. It only serves as 
    a liaison on behalf of the headquarters and is 
    excluded from substantial business activities in 
    China.

Basic Incorporation Procedures
•  Submit articles of association, letter of 
    commitment and other documents
•  Apply for foreign invested enterprises filing 
    receipt
•  Apply for business license
•  Have official seal, financial seal and legal 
    representative seal engraved
•  Apply for foreign exchange business 
    registration
•  Apply for customs registration and record, etc.

Incorporation of Foreign 
Invested Enterprises

Industrial and Commercial 
Annual Report
Foreign invested enterprise shall undergo an 
industrial and commercial annual report from 1 
January to 30 June every year from the following 
year after the incorporation. Since April 2019, 
Shenzhen has tried out the reform of Rolling 
Annual Report and each commercial subject shall 
submit the annual report of the previous year 
within two months after the anniversary of its 

establishment. 

Joint Annual Report
Foreign invested enterprises shall undergo a joint 
annual report generally from 1 January to 30 
June every year from the following year after the 
incorporation (the specific time is subject to the 
announcement by Ministry of Commerce). The 
joint annual report involves such government 
departments as Industrial and Commercial 
Bureau, Finance Bureau, National Bureau of 
Statistics, Local Tax Bureau, National Tax Bureau , 
the State Administration of Foreign Exchange and 
so forth. 

Merger and Acquisition
As the China market continues to grow, more 
foreign enterprises choose to enter this market 
through merger and acquisition. Foreign 
enterprises shall observe the stipulations of 
Interim Provisions on Foreign Investment 
Orientation and Catalogue of Industries for 
Foreign Investment, and not be the sole 
proprietor, holding side, or predominate side of 
the restricted or banned industries (for instance, 
electric power and radio and television, etc.) and 
own an equity not more than 25% of the new 
enterprise's registered capital. The required time 
for approving a merger and acquisition is about 
45 working days, which may be prolonged or 
such merger and acquisition may be refused if 
the Ministry of Commerce deems that such 
action may render trade monopoly or hamper 
market fair competition.
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Corporate Taxation
Tax and Tax Rate 

Taxes levied by China towards enterprises mainly 

include corporate value added tax, income tax, 

consumption tax and customs duty.

China practices both territorial principle and 

personal principle on taxpayers, under which the 

tax resident enterprises shall pay corporate 

income tax on their profits made both at home 

Taxation

Tax                                                    Tax Rate

Value Added Tax

Income Tax

Consumption Tax

Customs Duty

Resources Tax

Urban Construction and Maintenance Tax

Stamp Duty

General taxpayers: 6%, 9% and 13%
Small scale taxpayers: 3%

Basic tax rate: 25%
Preferential tax rate: 15% and 20%

1% - 56%

Import duty rate: 0%–270%
Export duty rate: 0%–50%

1% - 20%

Urban areas tax rate: 7%
County areas tax rate: 5%
Other areas tax rate: 1%

0.003% - 0.1%

Types of Corporate Tax and Tax Rates

and abroad. In addition, in order to avoid double 

taxation, China has signed Avoidance of Double 

Taxation Agreement with more than 100 

countries and regions in the world. According to 

the agreement, the taxpayers of one party 

receive tax concessions in the other party of the 

agreement.
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Major Corporate Tax Incentives
•  Preferential income tax rate: 15% for high-tech 

    enterprises, 20% for small and thin-profit 

    enterprises, and 15% for government-sponsored 

    industry in western regions.

•  Equipment procurement and investment for 

    environmental protection, energy/water 

    conservation and safety production may be 

    deducted from the taxable income.

•  In addition to the general deduction according 

    to relevant regulations, 75% the research and 

    development expenses can also enjoy extra 

    deduction; if the research and development 

    develops into intangible assets, the expenses 

    shall be amortized at 175% of the cost of the 

    intangible assets. 

•  An enterprise may be free from corporate 

    income tax if the income arising from transfer 

    of technology is less than RMB5,000,000 in a 

    year of assessment, and 50% corporate 

    income tax will be collected on the portion 

    except the RMB5,000,000 income.
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•  The foreigner has stayed in China for not more 

    than 183 days within a year (from 1 January to 

    31 December); and

• The foreigner's salary is paid by an overseas 

    company rather than a domestic company.

Tax Rate 

The individual income tax rate is 3%-45% and 

residents shall pay taxes on any excess of RMB 

5,000 yuan.

Note: Monthly Taxable Income = Monthly Total Income - RMB 5,000 yuan - Special Deduction - 
          Special Additional Deduction - Other Deduction

Table of Individual Income Tax Rate

Monthly Taxable Income (RMB)    Rate%            Quick Deductions (RMB)

Income ≤3,000 or less

3,000 < income ≤ 12,000

12,000 < income ≤ 25,000

25,000 < income ≤ 35,000

35,000 < income ≤ 55,000

55,000 < income ≤ 80,000

Income > 80,000  

3

10

20

25

30

35

45

0

210

1,410

2,660

4,410

7,160

15,160

Individual Taxation
Coverage 

Any person shall pay individual income tax on the 

portion of his/her salary made and paid in the 

territory of China and by enterprises within the 

territory of China, no matter whether such salary 

is paid by the employer from the China or from 

abroad, as the source of income is China, thus, 

individual income tax is levied towards on such 

salary.

According to the Avoidance of Double Taxation 

Agreement signed between China and the home 

country of a foreigner, the foreigner concerned 

may not pay individual income tax in China in 

any of the following situations:

•  The foreigner is employed by a non-China-based 

    company;
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App Store Play Store

In order to help users understand clearly their monthly tax liability, Conpak launches "China's Individual 

Income Tax Calculator", enabling users to rapidly calculate their individual income tax. The calculator, 

designed according to the latest individual income tax rate, is simple and easy to use. 

To learn the function details of the calculator, please scan the QR code with a smart phone to download 
for free:

CHINA'S INDIVIDUAL INCOME 
TAX CALCULATOR 
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Finance and Accounting

The Chinese government has corresponding 

stipulations on fund collection, assets 

management, cost control, dividend distribution, 

information management and finance and 

taxation of an enterprise. Foreign enterprises 

Time                         Department   Tax Category    Statement             Remarks

Time for Declaring Dutiable Goods and Tax Category

Before the fifteen 
of each month

SAT

Individual Income Tax

Stamp Duty

Various Additional Taxes

Embankment Fee

Before the fifteenth 
of the month ensuing 
the previous quarter

SAT

Value Added Tax VAT Tax Return
Balance Sheet
Income Statement

Small scale 
taxpayers 
declare by 
quarter.

PayrollLocal 
taxation 
bureau

Corporate Income Tax Corporate Income 
Tax Return

shall fulfil the following major obligations:

•  Apply for tax return and other formalities from 

    Tax Bureau within 30 days from the date of 

    industrial and commercial registration; and

•  Employ qualified accounting personnel.

Invoice
•  Invoice is the statutory voucher recording the 

    business operation of an enterprise as well as 

    an important certificate for tax auditing. After 

    receiving a business license and applying for 

    tax return and other formalities, the enterprise 

    may request invoice from the competent tax 

    authority.

•  Enterprise must present the invoice receiving 

    and purchasing book, special invoice seal and 

    ID card of the purchaser when purchasing new 

    invoice after paying tax (online purchase is 

    available in some regions).

Necessary Information for 
Accounting
•  Bank statement and bank slip

•  Sales documents: invoice and contract

•  Cost document: invoice and contract

•  Expense document: salary, rent and 

    transportation fee, etc.

•  Other relevant document: special receipt for 

    social security insurance, payment receipt for 

    housing provident fund, etc.

Involved 

Before the fifteen 
of each month
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Opening Bank Account

The current financial system of China allows 

foreign invested enterprises and foreigners to 

open bank accounts within the territory of China 

for the convenience of business operation and 

foreign exchange settlement. The foreign 

exchange, export revenue and non-trade foreign 

exchange earnings of the foreign invested 

enterprises shall be remitted back to China and 

deposited in the bank account opened within the 

territory of China.

Enterprise Bank Account
The foreign invested enterprises may choose any 

bank authorised to handle foreign exchange 

operation to open a capital fund account and a 

settlement account, of which the settlement 

account may handle the receipts and 

disbursement of current items and capital item 

expenditure approved by the Administration of 

Foreign Exchange, and the capital fund account 

is reserved for the amount of investment only. In 

addition, the enterprise may open several 

non-basic accounts instead of one RMB basic 

account. Information needed for opening a bank 

account is as follows:

•  Business license

•  Foreign invested enterprises filing receipt

•  Article of association

•  Foreign exchange business registration 

    certificate and account opening notice 

    (applicable to opening foreign exchange 

    account) 

•  Official seal

•  Legal person seal

•  Financial seal

•  ID card/passport of the legal person

•  Lease agreement (have to file the lease 

    agreement with leasing agent)

Individual Bank Account
Foreigners can open a bank account in China 

only by presenting valid passport without any 

further restriction. Provided that the remittance 

involves no business capital, foreigners can freely 

receive or remit foreign currency through his/her 

individual bank account, but the foreign currency

changed to RMB in a year shall not exceed 

USD 50,000 or other equivalent foreign 

currencies.
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Recruitment

Methods of Recruitment
As China boasts numerous talents of all walks of 

life, the enterprises may recruit employees in 

many ways, mainly including:

•  Entrust job intermediary or public employment 

    service for the recruitment;

•  Publish job advertisement through such mass 

    media as newspaper and talent recruitment 

    website;

•  Participate in various talents exchange fairs, 

    such as industry recruitment, talents exchange 

    fair for foreign enterprises and career fair in 

    university campus; and

•  Publish recruitment information through 

    enterprise website.

Employment Contract
An employment labour contract must be signed 

for recruitment in China, and the rights and 

obligations of both parties shall be stipulated 

therein. The enterprise shall sign an employment 

contract with the employee within one month 

from the start of his/her employment. Labour 

contracts are classified into employment 

contracts with a fixed period, labour contracts 

without a fixed period and employment contracts 

with a period to complete the prescribed work. 

If an employee has worked for 10 consecutive 

years in the enterprise or signed two 

employment contracts with a fixed period with 

the enterprise in succession, the enterprise shall 

sign an employment contract without a fixed 

period with such employee.

The agreed probation period varies according to 

the term of a contract. Generally speaking, if the 

contract term is one year, the probation period 

shall be one month; if the contract term is two 

years, the probation period shall be two months; 

and if the contract term is three years or more or 

without a fixed period, the probation period shall 

not exceed six months.

An employee shall send a 30-day prior notice to 

the enterprise in writing if he/she is desirous of 

resigning during the contract period.

Working Hour
The current working hour standard in China is 

not more than 8 hours a day and the average 

working hours in a week are not more than 40 

hours. Other working hour standard shall be 

applied for in special cases, for instance irregular 

working hour or collective calculation of working 

hour.

Working Visa
Foreign employees must apply for Foreigner's 

Working Permits and Foreigner's Residence 

Permits. The extension of Foreigner's Working 

Permit can be applied for to the Public Security 

Department 30 days before its expiration and 

shall be reapplied for after expiration. The 

accompanying family members of the employee 

(spouse, parents or offspring under the age of 

18) may apply for residence permit of the same 

period with such employee.
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Social Security Insurance and 
Housing Provident Fund
For the purpose of protecting the social welfare 

of the employees, the enterprises established in 

China shall contribute a certain amount of social 

security insurance and housing provident fund 

every month for their employees.

Social security insurance includes pension 

insurance, medical insurance, unemployment 

insurance, maternity insurance and work-related 

injury insurance, among which pension 

insurance, medical insurance and unemployment 

insurance shall be paid by the enterprise and the 

employee at different proportion respectively, 

whereas maternity insurance and work-related 

injury insurance shall be borne by the enterprise 

solely. Housing provident fund shall be paid by 

the enterprise and the employee at the same 

proportion.

Social security insurance shall be paid on the 

basis of the salary of the current month of the 

employee, but the proportion for the enterprise 

and the individual varies in different cities, and 

the payment base and proportion adjusts every 

year according to the local salary level.
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Payment Proportion of Social Security Insurance and Housing Provident 
Funds for Some Major Cities in 2019

City          Item                          Payment Proportion      Payment Proportion 

Beijing

Shanghai

Guangzhou

Shenzhen

Dongguan

Hangzhou

NanJing

Qingdao

Suzhou

Social Security Insurance        
Housing Provident Fund     

Social Security Insurance    
Housing Provident Fund 

Social Security Insurance  
Housing Provident Fund

Social Security Insurance 
Housing Provident Fund 

Social Security Insurance  
Housing Provident Fund 

Social Security Insurance  
Housing Provident Fund

Social Security Insurance 
Housing Provident Fund

Social Security Insurance  
Housing Provident Fund   

Social Security Insurance  
Housing Provident Fund

Note: The base of payment of the social security insurance of the above cities is their average monthly 

          salary, with its minimum and maximum at 60% and 300% respectively of the average salary.

    by the Enterprise by the Individual

27.8%-29.5%
5%-12%

27.16%-28.52%
5%-7%

22.73%-23.89%
5% - 12%

14.75%-22.49%
5% - 12%

15.98%-17.7%
5%-12%

26.6%-27.4%
12%

26.38%-27.06%
5%-12%

27.1%-27.95%
5%-12%

26.38%-27.05%
8%-12%
           

10%+3 yuan-10.2%+3 yuan
5%-12%

10.5%
5%-7%

10.2%
5% - 12%

8.4%-10.3%
5% - 12%

8.7%
5%-12%

10%+4 Yuan-10.5%+4 Yuan
12%

10.5%+10 Yuan
5%-12%

10% -10.3%
5%-12%

10.5%+5 Yuan
8%-12%
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Land-use Right

For the purpose of acquiring the land-use right, foreign invested enterprises shall observe the relevant 

application procedures and pay related land cost according to stipulations. The acquiring methods for 

the land-use right include transfer, leasing, joint venture and cooperation, etc.

The maximum service life for the land-use right:

•  40 years for commercial, touring and entertainment land

•  70 years for residential land

•  50 years for industry, education, science and technology, culture, health and sports land

•  50 years for integrated or other land
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Intellectual Property

Trademark Protection
Foreign investors may apply for trademark 

registration in China in the name of enterprise or 

individual or entrust a trademark agency to do 

such as common practice. China practices the 

Nice International Classification for Goods and 

Services for trademark registration in which 

goods are classified into 34 categories and 

services into 11 categories. It takes about 12-18 

months for the registration. The validity of the 

registered trademark is 10 years, which can be 

extended for a period of 10 years upon expiry.

Rights of Priority
China practices the protection principle of 

priority, and prior application is the key for 

successful trademark registration. At present, 

China has signed trademark agreement with 

many countries and international organisations, 

enjoying the rights of priority on the international 

scale as follows:

•  If a trademark application is submitted in 

    China again within six months from the date 

    on which it is first submitted in a foreign 

    country, the applicant of such trademark may 

    enjoy the rights of priority according to the 

    agreement signed between China and such 

    country or the international treaty in which 

    both parties joined.

•  If a trademark is first used on the commodity 

    which is displayed on the international 

    exhibition recognised by the Chinese 

    government, the applicant of such trademark 

    may enjoy the rights of priority within six 

    months from the date on which the 

    commodity is displayed.

Trademark Use
The owner of the trademark may gain the 

maximum value of the trademark through 

transferring or licensing.

Patent Protection
Foreign investors may apply for a patent in the 

name of enterprise or individual in China. The 

types of patent in China include Invention, Utility 

Model and Design Patent. Invention and Utility 

Model Patent shall be inventive, creative and 

practical, and Design Patent shall not be similar 

to or the same as the published or used design. 

The maximum validity of Invention Patent is 20 

years, and the maximum validity of Utility Model 

and Design Patent is 10 years.

Rights of Priority 
A patent applicant may enjoy the rights of 

priority, in accordance with any agreement 

entered into between an oversea country and 

China or an international treaty under which 

both of them are parties, for a period of 12 

months (6 months for application of Design 

Patent) immediately from the date on which the 

initial patent application for the same invention 

or a utility model was made and such patent 

application was also made in China.

Patent Use
The owner of a patent may authorise other 

people to manufacture products according to 

his/her patent or to use such patented.
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Customs Recordal
The trademark or patent owners may apply for 

customs recordal to China General 

Administration of Customs. If any infringing 

goods are discovered by the owners or the 

Customs, such goods may be detained by the 

Customs at once and verification is to be made 

with the owners for protecting the legitimate 

interests of the owners.

Copyright Registration
Copyright is also known as rights of authorship. 

According to the Copyright Law of the People' 

Republic of China, a foreigner whose works are 

first published in China shall be entitled the 

copyright in China. On the basis of the signed 

agreement of the a foreigner’s home country and 

China or an international treaties joint by both 

parties, the foreigner will be entitled to the rights 

of authorship of his/her work published outside 

China. Copyright registration shall be subject to 

the principle of free will. Registration in the 

competent department of China will better 

protect such work in China and is a significant 

legal evidence.
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Import and Export Trading 
Management

After China's entry into the WTO, China has gradually broadened its import and export management 

and simplified the declaration formalities.

The basic procedures for import and export are as follows:

•  Record registration of the operator;

•  Registration of customs declaration;

•  Application for import-export quota and licensing certificate;

•  Conclusion of foreign trade contract;

•  Going through foreign exchange formalities;

•  Implementation of import and export commodity quarantine and inspection;

•  Customs declaration (import and export declaration, tax payment, acceptance of inspection and 

    cargo delivery); and

•  Procedures for cancel after verification.



Guide to Doing Business in China 20

Entry and Exit Inspections and 
Quarantine

Inbound and outbound commodities, animals and plants, passengers' vehicles, transportation 

equipment and the entry and exit people shall be inspected and quarantined.

The procedures for inspections and quarantine shall, in general, include such six steps as inspection 

declaration, acceptance of inspection declaration, fee collection, inspection and quarantine, health 

treatment and visa.
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Conclusion

China's huge consumer market, favourable 

infrastructure and continuously upgraded legal 

system have brought numerous commercial 

opportunities and confidence for global investors 

at large. According to the World Investment 

Prospects promulgated by the United Nations 

Conference on Trade and Development, China 

was the first choice of transnational enterprises in 

overseas expansion as well as the major income 

source country. Confronted by the competition 

of such emerging economies as India and Brazil, 

China has proactively promoted economic 

restructuring and gradually opened service trade, 

paving the way for a more prosperous market 

with bigger potential.



Guide to Doing Business in China 22



Guide to Doing Business in China23

Contact Us

Hong Kong Headquarters
  

Address: Rooms 05-15, 13A/F, South Tower, 

World Finance Centre, Harbour City, 17 Canton 

Road, Tsim Sha Tsui, Kowloon, Hong Kong

Tel: +852 2666 2888

Fax: +852 2233 2888

Email: info@conpak.com

Conpak Website

Beijing Office
  

Address: Rooms 2205-2207, 22/F, Tower B, 

Gemdale Plaza, 91 Jianguo Road, Chaoyang 

District, Beijing 100022, China

Tel: +86 10 5659 1111

Fax: +86 10 5825 5899

Email: beijing@conpak.com.cn

Shanghai Office
  

Address: Rooms 2702-2703, 27/F, 2 Grand 

Gateway, 3 Hongqiao Road, Xuhui District,

Shanghai 200030, China

Tel: +86 21 5389 6666

Fax: +86 21 6448 6268

Email: shanghai@conpak.com.cn

Shenzhen Office
  

Address: Rooms 2711-2712, 27/F, Shenzhen 

International Chamber of Commerce Tower, 

168 Fuhua 3   Road, CBD Futian District, 

Shenzhen 518048, China

Tel: +86 755 8882 0088

Fax: +86 755 8831 3533

Email: shenzhen@conpak.com.cn
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For more information, please visit  www.conpak.com

Founded in Hong Kong, Conpak is a practicing accounting firm providing “one-stop” professional services. With support and trust from 
our clients, Conpak currently has offices in Hong Kong, Beijing, Shanghai and Shenzhen. The quality and standard of our professional 
services are highly recognised.

Focusing on the long-term growth of enterprises, we endeavour to devise the best tailor-made solutions for our domestic and overseas 
clients for their business development, ranging from auditing, accounting, tax advisory, company incorporation, corporate financing, IPO 
in Hong Kong, trademark registration, patent application, valuation services and etc. We also actively participate in community services 
such as charity, environmental protection and voluntary works to fulfil our social responsibilities.




