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The new Social Insurance Law of the People’s Republic of China (“The Law”) is in force
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This Law is formulated for purposes of extending social insurance relations, protecting the legitimate rights and
interests of citizens participating in social insurance and enjoying social insurance benefits.
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The new Law specifies five social insurance systems, namely Basic Endowment Insurance, Basic Medical
Insurance, Employment Injury Insurance, Unemployment Insurance and Maternity Insurance.
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It has been extended to cover foreign employees

In September 2011, the Interim Measures for Social Insurance System Coverage of Foreigners Working within the
Territory of China was issued by the Ministry of Human Resources and Social Security of the People’s Republic of|
China (“MHRSS”). The rules apply to foreigners who have work permit, including Employment Permit for
Foreigners, Foreign Expert Certificate, or Resident Foreign Correspondent’s Press Card, Resident Permit for
Foreigners and Permanent Residence Permit of Foreigners. Foreign employees sent by their overseas employers
to the branches or representative offices in China must also take part in the social insurance system.
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Entities must register their foreign employees with the social insurance system within 30 days after the work
permit has been applied. All relevant employers and employees should take prompt actions for the new
registration and contribution requirements or penalties and/or late surcharge will be imposed.
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We note, however, that it remains unclear as to whether the above rules should be applied to employees from
Taiwan, Hong Kong and Macau, whose employment is subject to special regulations issued by the MHRSS in
2005.
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For more information about the new Law and other applicable rules, please contact our director, Mr. Robert Kong
at (852)-2239 0088 or e-mail to robertkong @tkcpa.com.hk.
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21/F., Chinachem Tower, 34 — 37 Connaught Road Central, Hong Kong.
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