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Introduction

As part of the increasing globalisation of companies world-wide and in order to develop a global competitive 

advantage, an increasing number of companies are transferring personnel between countries.

This is in particular true for the Asia Pacific region which continues to attract a large number of expatriate 

personnel as multi-nationals expand their operations into this region.  As both the cost of such transfers and the 

need to encourage the mobility of executives increase, tax and social security planning and advice on a world-

wide basis become even more important.

RSM International through its member firms in the Asia Pacific region is able to offer advice and a range of 

services to executives who are on the move.  For both home and host country, this includes advice on taxation 

and other matters affecting foreign nationals working abroad.

In a booklet of this nature it is not possible to provide detailed rules on which to base specific actions, but rather 

it is intended to be used as a guide.  Where more comprehensive information is required on a specific country, 

reference should be made to the professionals who have prepared this guide and who are listed in the RSM Asia 

Pacific Directory on pages VI-VII.

If you require advice on a regional basis, contact with the regional client liaison office is recommended.

		  REGIONAL CLIENT LIAISON OFFICE

		  RSM Asia Pacific Limited

		  Regional Director............................................Neil Hough

		  Regional Co-ordinator...................................Lynnette McGowan

		  Level 8 Rialto South Tower..........................Tel :+61 3 9286 1862

		  525 Collins Street...........................................Fax +61 3 9286 1899

		  Melbourne  VIC  3000

		  Australia

		  Email : neil.hough@rsmi.com.au

		  Email : lynnette.mcgowan@rsmi.com.au
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Australia

Territoriality and residence

“Residence” for taxation purposes, not citizenship, is 

the basis upon which Australian tax is levied.

An individual is generally a resident of Australia for 

taxation purposes if : 

•	 they are domiciled in Australia (unless the 

Commissioner of Taxation is satisfied their 

permanent place of abode is outside Australia); or

•	 they have actually been in Australia, continuously 

or intermittently, during more than one-half of 

the year of income (unless the Commissioner of 

Taxation is satisfied their usual place of abode is 

outside Australia and the individual does not intend 

to take up residence in Australia).

(“Residence” for tax purposes is different to, and should 

not be confused with the concept of “residence” under 

Australia’s migration laws.)

As a general proposition, Australian residents are 

taxed on their world-wide income irrespective of its 

source. Recent tax law changes (discussed below) have 

modified this broad rule.  Non-residents are taxed in 

Australia only on income which has an Australian 

source. 

From 1 July 2006, “temporary Australian residents” 

(being individuals in Australia on temporary migration 

visas i.e. excluding a person who is an Australian citizen, 

or who holds an Australian permanent residence visa, or 

who has an Australian partner/spouse) will be exempt 

from taxation in Australia on foreign sourced income 

(other than foreign employment income) and capital 

gains (with the exception of Australian real property 

and the sale of employee shares may also be caught). 

Interest paid by temporary residents to non-residents 

on or after 6 April 2006 is exempt from Australian 

interest withholding tax.

    

Double tax agreements

Australia has at present concluded comprehensive 

double taxation agreements (DTAs) with over 40 

countries. 

The purpose of such agreements is to avoid the 

imposition of double taxation where an individual is 

a dual resident of two countries, and also to prevent 

fiscal evasion.

Income

Assessable income

Assessable income generally includes income defined 

under ordinary concepts and statutory income that 

is assessable under the Income Tax Assessment Act 

1936 and Income Tax Assessment Act 1997. It includes 

amounts such as:

•	 Salary and wages;

•	 Allowances (e.g. travel, gratuities, and other benefits 

in relation to employment or services rendered);

•	 Shares or options granted to an employee in 

consequence of their employment in Australia;

•	 Lump sum retirement payments for annual and long 

service leave;

•	 Certain eligible termination payments;

•	 Business and professional receipts;

•	 Net income from a share in a partnership;

•	 Net income from a distribution by a trust;

•	 Profits from the disposal of assets acquired on or 

after 20 September 1985; 

•	 Dividends, including any dividend imputation 

credits;

•	 Rents; and

•	 Royalties.

Taxable income

Taxable income, which is the base upon which tax is 

levied, is calculated by aggregating all assessable 

income and deducting allowable deductions.

Income that is either exempt from income tax, or is 

non-assessable non-exempt income, is excluded from 

taxable income. 

Taxable income is initially subject to tax calculated 

by the application of the individual marginal tax rates 

applicable for that year for residents (refer to Table 

1.1 and Table 1.2 for individual income tax rates for 

residents and non-residents respectively). 
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Table 1.1 - Individual income tax rates for Residents

Taxable income range (A$) Income tax rate (A$)

Up to $6,0001 0%

$6,001 - $34,000 Nil + 15% of the excess over $6,000

$34,001 - $80,000 $4,200 + 30% of the excess over $34,000

$80,001 - $180,000 $18,000 + 40% of the excess over $80,000

Over $180,000 $58,000 + 45% of the excess over $180,000
1 - A$6,000 tax free threshold is reduced for every month that you are not a tax resident of Australia.

NB: A Medicare Levy or Medicare Levy Surcharge may also apply to resident individuals

Tax deductions

A taxpayer is entitled to a deduction for expenditure 

incurred in gaining or producing assessable income, or 

which is necessarily incurred in the course of carrying 

on a business. There are also statutory deductions set 

out in the Income Tax Assessment Acts. Expenditure 

that is of a private, capital or domestic nature is not 

deductible. Apportionment may apply to allow a 

partial deduction where expenditure is incurred partly 

for income producing purpose, and partly for other 

purposes.  

Examples of expenditure which may be deductible in 

the hands of an expatriate include:

•	 Business use of work related equipment such as a 

laptop computer, mobile phone or a PDA;

•	 Professional subscriptions; 

•	 The cost of preparing a tax return by an Australian 

registered tax agent.

Expenses incurred in deriving investment income, such 

as dividend, interest and rental property income are 

also deductible to an individual.  

Taxation of capital gains

Liability to income tax on capital gains may be incurred 

where there is a disposal of assets that have been, or 

are deemed to have been, acquired after 19 September 

1985.

For individuals, liability for capital gains tax (CGT) is 

imposed at individual rates of taxation. Where an asset 

was acquired before 21 September 1999, the purchase 

price or cost base of the asset was indexed to take 

account of inflation. As a result of tax reform changes, 

indexation was frozen at 30 September 1999. 

A capital gain arises where the sale price is greater 

than the indexed cost base.  Conversely, a capital loss 

will arise where the sale price is less than the purchase 

price, or the reduced cost base.  In calculating the 

reduced cost base of an asset, no allowance is made 

for inflation. The indexation method can only be used 

where the asset is acquired before 21 September 1999 

and is disposed of no less than 12 months after that 

date.

Alternatively, where an asset is held for a period of 

greater than 12 months and is disposed of after 21 

September 1999, the amount of a capital gain can be 

calculated as the difference between its cost (ignoring 

indexation) and sale proceeds at disposal. Where this 

method is used, a discount equal to 50% of the capital 

gain may apply.  In other words, the individual is only 

liable to pay income tax on 50% of the capital gain.

Where an individual becomes a non-resident, there 

are special rules that deem the capital assets of the 

individual to be disposed of at market value immediately 

before they become a non-resident. An individual may 

elect that there be no deemed disposal of an asset, 

in which case the asset concerned is deemed to be a 

taxable Australian asset until immediately after the 

taxpayer either disposes of the asset or, if it is earlier, 

becomes a resident again.

Table 1.2 - Individual income tax rates for Non-Residents

Taxable income range (A$) Income tax rate (A$)

Up to $34,000 $0.29c for each $1

$34,001 - $80,000 $9,860 + 30% of the excess over $34,000

$80,001 - $180,000 $23,660 + 40% of the excess over $80,000

Over $180,000 $63,660 + 45% of the excess over $180,000
Non-Residents are not required to pay the Medicare Levy or Medicare Levy Surcharge
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There are also special rules that deem the assets of 

a non-resident individual to be acquired at market 

value immediately before the non-resident becomes 

an Australian resident. This deemed acquisition rule 

does not apply to assets that are taxable Australian 

property (being real property located in Australia or 

direct or indirect interests held in land rich entities) 

and business assets of Australian branches of a non-

resident.  

Taxation of employment income

Resident taxpayer 

Where an Australian resident taxpayer derives foreign 

sourced employment income, generally, they will be 

taxable on that income in Australia at their individual 

marginal rate of tax. The income earned in foreign 

employment is converted to $AUD and included as 

assessable income in the individual’s income tax return. 

Foreign tax paid on that income would generally give 

rise to a foreign tax offset (credit) in the individual’s 

tax return.

Where a resident is engaged in foreign employment 

for a continuous period of at least 91 days, any foreign 

earnings derived by the individual from the foreign 

service will be exempt from tax in Australia, subject 

to certain conditions. However, the foreign earnings 

will be taken into account in working out the tax rate 

applicable to any taxable income.

Non-resident taxpayer

A non-resident will generally be taxable in Australia 

on ordinary income and statutory income derived 

from sources in Australia. However, the income may 

be exempt from tax in Australia through the operation 

of a relevant bilateral DTA, where the individual is in 

Australia for a period of no more than 183 days and 

the income is paid by or on behalf of an employer who 

is not a resident of Australia. (The Australian Taxation 

Office “ATO” will apply the OECD concept of “economic 

employer” in identifying the relevant “employer”. This is 

the person having the rights on the work produced and 

bearing the relative responsibility and risks, rather than 

just who pays the employee while working in Australia). 

Where these conditions are not met, in the absence of 

a DTA between Australia and the individual’s country 

of residence, the individual would be subject to double 

taxation (i.e. in Australia and the foreign country). To 

avoid this imposition of double taxation, tax relief will 

be provided in one jurisdiction under the relevant DTA 

depending on the residence of the individual.

Taxation of investment income

Resident taxpayer

Interest, dividends and royalty income derived from 

a source in a foreign country is included in a resident 

taxpayer’s assessable income. A “temporary Australian 

resident” is not taxable in Australia on such income.

For foreign tax credit/offset purposes, the net amount 

of foreign income actually received is “grossed up” by 

the amount of any foreign tax that has been deducted, 

such as interest, dividend and royalty withholding tax.

The foreign credit tax system was replaced by the 

foreign income tax offset from 1 July 2008.  To 

qualify for a foreign income tax offset, a taxpayer 

must have been personally liable for, and paid foreign 

tax in respect of the foreign income, included in the 

taxpayer’s assessable income.

The foreign income tax offset is limited to the greater 

of the foreign tax paid, or the Australian tax payable on 

all foreign income.  Where the foreign tax paid exceeds 

the Australian tax payable on all foreign income, the 

excess foreign income tax offset will be wasted and 

cannot be carried forward. There are transitional 

provisions allowing unused foreign tax credits earned 

before 1 July 2008 to be carried forward for a limited 

period.

Non-resident taxpayer

Where a non-resident receives Australian sourced 

investment income, they are subject to a final 

withholding tax (WHT) on that income at a prescribed 

rate. WHT is payable on unfranked dividends, interest 

and royalties. 

The WHT is required to be withheld by the payer of the 

income and remitted to the ATO generally within 21 

days after the end of the quarter. Quarters end on 30 

September, 31 December, 31 March and 30 June.

The WHT rate is generally 30% on dividends and 

royalties and 10% on interest. Where the non-resident 

is from a country with which Australia has a double tax 

agreement (DTA), reduced WHT rates may apply.

Other taxes

Australia does not have a specific wealth tax or a 

comprehensive inheritance tax system.  
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The social security system does not operate like 

most European countries, the public health system is 

funded through the Medicare Levy (see below) and the 

retirement schemes are not Government funded but 

operate through superannuation (see below).    

Medicare levy

Individuals who are residents of Australia are liable to 

pay a Medicare levy of 1.5% of their taxable income for 

the year.  An additional amount of 1% will also apply 

if a taxpayer’s taxable income, plus reportable fringe 

benefit amount exceeds A$70,000 for a single person 

and A$140,000 for a couple and the taxpayer has not 

taken out registered Australian private patient hospital 

insurance.  

In certain circumstances an exemption may be granted 

from paying the Medicare Levy if the employee has 

no entitlement to health benefits under the Australian 

public health system (which may be as a result of the 

migration visa or the country from which the employee 

transferred to Australia did not have a reciprocal health 

care agreement with Australia).

Non-residents are not required to pay the Medicare 

levy or Medicare levy surcharge.

Superannuation 

Employers are required to pay 9% of employee’s 

salaries into a superannuation fund to provide 

for retirement. Superannuation contributions are 

concessionally taxed, with:

•	 Contributions being taxed at 15%;

•	 Investment earnings being taxed at 15%; and

•	 Exit taxes being nil where an individual is over 60, 

and between 0% and 35% for individuals under 60. 

Superannuation funds cannot be accessed until a 

preservation condition is satisfied. Preservation 

conditions include:

•	 Reaching an individual’s preservation age (60 years 

old);

•	 Retiring; and

•	 Temporary residents (who are working in Australia 

on certain temporary migration visas) who leave 

Australia permanently.

Where a temporary resident is from a country with 

which Australia has a Social Security Agreement, 

they may be exempt from contributing to Australian 

superannuation where they participate in a comparable 

retirement scheme in their country of origin.  

Fringe benefits tax

Fringe benefits tax (FBT) is a tax payable by the 

employer and applies to non cash benefits provided in 

respect of the employment of an employee. Benefits 

that are subject to FBT include cars, accommodation 

and housing provided to an employee or to an associate 

of the employee.  Certain fringe benefits provided to 

expatriate employees are either concessionally taxed 

or exempt from FBT.  Such benefits include relocation 

expenses, temporary accommodation in Australia, 

living away from home allowance and overseas holiday 

travel.

The grossed up taxable value of an employee’s fringe 

benefits are entered onto the employee’s payment 

summary where the taxable value of the benefits exceed 

$2,000.  This amount is known as the ‘reportable fringe 

benefits amount’.

The FBT year commences on 1 April and ends on 31 

March of the following year. 

Goods and Services Tax

Australia imposes a multi-level goods and services tax 

(GST). This is a Commonwealth tax which  applies to 

the supply of all goods and services.

GST is levied at a rate of 10% on taxable supplies. 

Financial supplies and supplies of residential 

accommodation are input taxed (exempt supplies), 

and certain supplies are GST-free (zero rated), such as 

food, health services and exports.

The GST is borne by the ultimate consumer and 

is payable irrespective of the individual’s taxable 

income.

Taxation of allowances

Allowances are generally assessable income in the 

hands of the employee.  Allowances may be paid for 

business travel or motor vehicle expenses or for other 

purposes.



13

Depending on the nature of the allowance, a deduction 

may be available for the costs incurred by the 

recipient, thereby effectively reducing the amount of 

the allowance which is assessable in the hands of the 

recipient.  Substantiation rules generally apply to tax 

deductions relating to allowances.

Tax offsets/rebates

Tax offsets/rebates are subtracted from tax payable 

on taxable income.  Unused tax offsets/rebates are 

generally lost and are not refundable to the taxpayer.

Examples of tax offsets/rebates available to an 

individual taxpayer include:

•	 dependant tax offset (such as spouse and parent);

•	 sole parent;

•	 medical expenses;

•	 remote area/zone rebates

•	 mature age workers; and

•	 private health insurance.

Lodgement of tax returns

The financial year for the lodgement of individual tax 

returns is from 1 July to 30 June of the following year.  

Income tax returns are generally required to be lodged 

with the ATO by 31 October each year.

Payment of taxes

Employees are required to have tax deducted from 

their salary or wage income as it is derived under the 

Pay As You Go (PAYG) system.  This tax is deducted by 

the taxpayer’s employer, who then remits it to the ATO 

on a regular basis.

PAYG deductions are not a final tax liability to 

employees.  At the end of each financial year, an 

income tax return disclosing the actual taxable income 

for the year is lodged with the ATO and credit is given 

for the PAYG tax paid by the employee during the year 

against the tax assessed.

Individual income tax rates

The general rates of tax (excluding Medicare Levy) 

applicable to resident and non-resident individual 

taxpayers for the financial year ending 30 June 2009 

are detailed in Table 1.1 and Table 1.2 respectively.
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China (PRC)

Territoriality and residence

A resident taxpayer is an individual domiciled in the 

People’s Republic of China (“PRC”), or an individual 

without domicile who has resided for 12 months or 

more in the PRC. PRC domicile is based on a range of 

circumstances, including whether the individual:

•	 holds a Hu Kou (a local residence permit);

•	 has family ties in the PRC;

•	 habitually resides in the PRC or in other places;

•	 is required to reside in another country after the 

completion of their current work assignment, study, 

etc.

Resident individuals who reside in the PRC consecutively 

for five years or more are taxed on their worldwide 

income, i.e. income derived from sources within and 

outside the PRC including salary, wages, interest and 

dividends.

Non-resident individuals are taxed on their income only 

for source-related reasons. If the individual’s income 

is sourced from the PRC, the income is generally 

subject to PRC individual income tax, except for limited 

circumstances. If the income is sourced from outside 

the PRC, it is generally not subject to PRC individual 

income tax.

Gross income

For expatriates, the following are some types of income 

and benefits that are normally subject to PRC individual 

income tax:

•	 Wages and salaries;

•	 Cost of living adjustments;

•	 Bonuses relating to the current assignment;

•	 Profit-sharing income;

•	 Tax reimbursement;

•	 Income from interest, dividends and extra dividends 

derived from companies, enterprises and other 

economic organisations or individuals inside the 

PRC;

•	 Income from the lease of a property to a lessee for 

use inside the PRC;

•	 Income from the assignment of property such as 

buildings, land use rights, etc. inside the PRC;

•	 Income from the licensing for use inside the PRC of 

any kind of licensing right.

Income from wages and salaries derived from sources 

in the PRC (services rendered in the PRC) is generally 

taxable, regardless of whether paid by enterprise 

employers or individual employers within or outside 

of the PRC. In case expatriates spend not more than 

90 days in the PRC during a calendar year and their 

employment income is paid by an employer outside the 

PRC (other than borne by a permanent establishment 

of the employer in the PRC), the expatriate shall be 

exempt from PRC individual income tax.

Double taxation agreements signed between the PRC 

and other countries generally extend the 90 days limit 

mentioned above to 183 days during a calendar year or 

any twelve-month period.

Taxation of capital gains, dividends, 
interest and royalties

Capital gains, dividends, interest income and royalties 

received by an individual are generally subject to PRC 

individual income tax at the flat rate of 20%. The tax 

rate may be reduced if a double taxation agreement 

applies.

Use of overseas companies

No specific rules apply.

Terms of employment

A written document issued by an expatriate’s employer 

that specifies the individual’s monthly wages and 

salary income is required by the local tax authority. 

It may be beneficial to state that the figure includes 

various reasonable allowances and subsidies (cash or 

reimbursement basis). The expatriate may apply for 

these allowances and subsidies to be exempt from PRC 

individual income tax if such allowances and subsidies 

are reimbursement of actual expenditure on certain 

items (see Taxation of allowances below).
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Exchange control requirements

There are few limits to the repatriation of reasonable 

funds to the expatriate’s home country. In general, 

expatriates can remit the after-tax net salary payments 

from the PRC to an overseas bank account by presenting 

their individual income tax payment certificates to the 

designated bank.

Non-resident spouse

There is no additional deduction or allowance for an 

expatriate of having a non-resident spouse. The local 

tax authorities only care for the expatriate’s wages and 

salaries income sourced from the PRC.

Taxation of allowances

The following allowances are not taxable:

•	 Housing, meal, relocation and laundry allowances in 

a non-cash form or on a reimbursement basis;

•	 Automobiles provided by an employer;

•	 Two home leave trips per annum for the expatriate;

•	 Reasonable allowances for business trips inside the 

PRC and abroad;

•	 Language training and educational fees for 

dependent children studying at an education 

institution in the PRC, but subject to approval by 

local tax authorities as being reasonable.

Tax deductions

For wage and salary income, a monthly deduction 

of 2,000 Yuan and 4,800 Yuan is allowed for local 

employees and foreign expatriates, respectively.

For income received from the provision of personal 

labour services, authorship, royalties, and rental 

income, a deemed expense deduction is defined in tax 

regulations, while this may be a percentage of income 

or a flat rate deduction depending on the nature of the 

income.

For income from the transfer of assets, the original 

expense of the asset and reasonable transaction fees 

are allowed as a deduction against the income.

No deductions are allowed for interest, dividends, 

profits and other incidental income such as a lottery 

wins. Qualifying charitable donations are deductible for 

tax purposes.

Tax rebates

In general, no tax rebates are available in the PRC.

Tax credits

Individual income tax paid on income earned from 

outside the PRC is creditable against PRC individual 

income tax on the same income. The amount deducted 

cannot exceed the amount of PRC individual income 

tax that would be payable on the income if no foreign 

tax credits were available.

 

Other taxes

Expatriates are generally not subject to the PRC social 

security contribution requirements.

Lodgement of tax returns

The PRC employer is responsible for withholding 

the employee’s individual income tax liabilities, and 

Table 2.1 - Individual income tax rates for Residents and Non-Residents

Monthly taxable income (RMB) Income tax rate / payable (RMB)

Up to 500 5%

501 - 2,000 25 + 10% of taxable income over 500

2,001 - 5,000 175 + 15% of taxable income over 2,000

5,001 - 20,000 625 + 20% of taxable income over 5,000

20,001 - 40,000 3,625 + 25% of taxable income over 20,000

40,001 - 60,000 8,625 + 30% of taxable income over 40,000

60,001 - 80,000 14,625 + 35% of taxable income over 60,000

80,001 - 100,000 21,625 + 40% of taxable income over 80,000

Over 100,000 29,625 + 45% of taxable income over 100,000
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carrying out the PRC monthly individual income tax 

withholding filings. The returns should be filed and tax 

should be settled with the tax bureau within seven days 

of the month-end.

All employees with an annual income in excess of RMB 

120,000 are also required to file an annual individual 

income tax return within the first three months of the 

following year. 

Payment of taxes

The tax withheld by the PRC employer generally 

represents the final individual income tax liabilities of 

the employee. 

Individual income tax rates

Wages and salaries are taxed at progressive rates from 

5% to 45% as detailed in Table 2.1.
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Hong Kong

Territoriality and residence

Hong Kong has a territorial system of taxation.  

Expatriates are subject to salaries tax on any income 

arising in or derived from Hong Kong from an office, 

employment and any pension.

Source of employment income is generally determined 

by the place where the employment contract is 

negotiated, concluded and enforceable; the employer’s 

residence; and the place of payment of remuneration.

Under Hong Kong employment, income derived will 

normally be considered to have a Hong Kong source. 

An expatriate is taxable on all employment income 

unless such income is specifically exempted from tax.

Under non-Hong Kong employment, an expatriate who 

is required to perform services both in and outside of 

Hong Kong is assessed to tax in proportion to the time 

spent in Hong Kong, if more than 60 days during the 

tax year are spent visiting Hong Kong.

The following income arising in or derived from Hong 

Kong is exempt:

•	 income of the taxpayer who renders all services 

in connection with the employment outside Hong 

Kong;

•	 income derived from services rendered outside 

Hong Kong where similar tax and salaries tax has 

been paid in that territory; and

•	 income of a non-resident expatriate who visits Hong 

Kong for less than 60 days in the tax year.

Hong Kong has entered into double taxation treaties 

with Belgium, Mainland China, Luxembourg, Thailand, 

and Vietnam which could alleviate or eliminate taxes 

payable by expatriates from these countries.

Gross income

Taxable income from any office or employment 

includes:

•	 any wages, salary, leave pay, fee, commission, 

bonus, gratuity, perquisite, or allowance whether 

derived from the employer or others;

•	 rental value (4%, 8% or 10% of the taxpayer’s total 

taxable income received from the employer and its 

associates) of any place of residence provided rent 

free by an employer or an associated corporation  

depending on the nature of accommodation provided 

(i.e. hotel room, two hotel rooms or appartment) 

(the actual rental payment is not taxable);

•	 any gain realised by the exercise of stock options; 

•	 any education benefits paid by an employer for the 

education of an employee’s child;

•	 the payment of holiday passage (commencing 

2003/04);

•	 any cash convertible benefits;

•	 any salaries tax paid by an employer.

The following fringe benefits are not taxable:

•	 the provision of staff quarters (instead the rental 

value, which is usually lower than the actual rental 

payment in Hong Kong, is taxed); and

•	 the use of a company car.

Benefits which are convertible into cash or discharging 

the employee’s personal liability are taxable.

Taxation of capital gains

Hong Kong does not impose tax on capital gains, 

however, tax is levied on speculative profits if they 

arise from an adventure in the nature of trade.

Taxation of investment income

Hong Kong does not impose tax on interest or dividends.  

Withholding tax is imposed on royalties paid for the 

use, or right to use, of certain intellectual property in 

Hong Kong or for the use or right to use outside Hong 

Kong any intellectual properties and the fees of which 

are deductible in ascertaining the assessable profits of 

a person under profits tax.  The assessable profits are 

deemed to be 30% of the royalties received, i.e. the 

effective tax rate is 4.5% for individuals.

If the intellectual property has been wholly or 

partly owned by a Hong Kong person or entity, the 

assessable profits may be deemed to be 100% of the 

royalties received, i.e. the effective tax rate is 15% for 

individuals.



18

Use of services companies

Under 1995 tax legislation, the use of company 

structures for expatriate tax planning is no longer 

viable.

Terms of employment

A formal employment contract should be entered into.  

Expatriates seconded to work in Hong Kong require 

a written employment contract/letter from their 

employer overseas showing their secondment to work 

in the Hong Kong office in order to facilitate the time 

apportionment claim of income.

Exchange control requirements

Hong Kong does not have any exchange control 

requirements.

Non-resident spouse

An expatriate can still claim allowances for their spouse 

and children even if they are not resident in Hong Kong.  

If the expatriate’s spouse is a Hong Kong resident, they 

are unlikely to be regarded as a visitor when claiming 

tax exemption under the 60 days rule. 

Taxation of allowances

Payments of allowances to expatriates, e.g. hardship 

allowance, are considered taxable benefits and are 

subject to tax.  Any lump sum payment or gratuity 

granted on termination of employment is taxable.

Allowable deductions

In ascertaining the net assessable income, the following 

shall be deducted from the assessable income :

•	 all outgoings and expenses other than those of 

a domestic, private or capital nature, wholly, 

exclusively, and necessarily incurred in the 

production of the assessable income;

•	 allowances in respect of capital expenditure on 

plant or machinery; the use of which is essential to 

the production of the assessable income;

•	 any business losses carried forward by the taxpayer 

or the taxpayer’s spouse;

•	 approved training courses expenses; limited to 

HK$60,000;

•	 donations to approved charitable institutions; 

limited to 35% of assessable income;

•	 home mortgage interest; limited to HK$100,000;

•	 elderly residential care expenses; limited to 

HK$60,000; and

•	 mandatory contributions to recognised retirement 

schemes; limited to HK$12,000.

Double taxation reliefs

Double taxation reliefs are available for expatriates 

from Belgium, Mainland China, Luxembourg, Thailand 

and Vietnam.

Social security/pension scheme

Mandatory Provident Fund (“MPF”), a compulsory 

retirement plan, was implemented by the Government 

of the Hong Kong SAR on 1 December 2000.  All full 

and part-time employees aged between 18 and 65, and 

employed for 60 days or more must be enrolled by the 

employer into an MPF scheme.  Certain categories of 

persons are not required to join MPF schemes (e.g. 

expatriates employed for working in Hong Kong for less 

than 13 months, or who are covered under a retirement 

scheme in their home country).

Mandatory contributions are basically calculated on 

the basis of 10% of an employee’s relevant income, 

with the employer and employee each contributing 

5%.  The maximum and minimum income level is 

HK$20,000 and HK$5,000 per month respectively.  

If the employee’s income exceeds HK$20,000 per 

month, the employee and employer are only required 

to contribute 5% of HK$20,000 (i.e. mandatory 

maximum contribution is HK$1,000 per month each 

for the employer and employee).  No contribution is 

required for the employee if the their income is below 

HK$5,000 per month.

Other taxes

Stamp duty is payable in respect of transfer of stocks 

(0.1%) and bearer instruments (3% on market value), 

lease of immovable property (0.25% to 1% depending 

on the length of the lease) and transfer of immovable 

property (to a maximum of 3.75%).
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Estate Duty was completely abolished for estates of 

those persons who die on or after 11 February 2006.  

Estate Duty in respect of estates of persons dying 

between 15 July 2005 and 10 February 2006 (inclusive) 

with the principal value exceeding HK$7.5 million is 

charged at a nominal amount of HK$100.

Lodgement of tax returns

The salaries tax year runs from 1 April to 31 March each 

year.  The individual tax return is issued on 1 May and 

should be filed by 31 May.  A husband and wife may 

elect to be jointly assessed to salaries tax on their 

aggregate income.

Payment of taxes

Provisional salaries tax is charged on earnings from 

employment.  The tax is calculated based on the 

chargeable income of the preceding year.  There is no 

pay-as-you-earn (PAYE) system.

Rates of salaries tax

Salaries tax payable is calculated on the lesser of the 

standard tax rate of 15% on net assessable income 

without deduction of personal allowances; and the 

amount calculated using the progressive rates of tax 

after deduction of personal allowances.

Salaries tax rates for year of assessment 2008/09 and 

personal allowances are set out in Table 3.1 and Table 

3.2 respectively.

The tax band of 15% standard tax rate applies to single 

taxpayers (without any other allowances) earning 

HK$1,518,000 or more, and married taxpayers (without 

any other allowances) earning HK$2,436,000 or 

more.

Table 3.1 - Salaries tax rates for residents and non-residents

Net taxable income (HK$) Income tax rate / payable (HK$)

Up to $40,000 2%

$40,001 - $80,000 $800 + 7% of income over $40,000

$80,001 - $120,000 $3,600 + 12% of income over $60,000

Over $120,001 $8,400 + 17% of income over $120,000

Table 3.2 - Personal allowances and deductions for residents and non-residents

Allowance HK$

Personal allowances: single 

married

$108,000 

$216,000

Child allowance: 1st to 9th (each) $50,000

Additional one-off child allowance in the year of birth (each) $50,000

Dependent parent / grandparent allowance  (aged 60 and 

above):

residing with taxpayer (each) 

not residing with taxpayer (each)

$60,000 

$30,000

Dependent parent / grandparent allowance (aged 55 to 

59):

residing with taxpayer (each) 

not residing with taxpayer (each)

$30,000 

$15,000

Single parent allowance: $108,000

Disabled dependent: $60,000

Dependent brother / sister: $30,000

Deductions Limited to HK$

Approved training courses $60,000

Home mortgage interest $100,000

Elderly residential care expenses $60,000

Mandatory contributions to recognised retirement schemes $12,000

Donations to approved charitable institutions 35% of assessable income
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India

Territoriality and residence

Individuals are regarded as residents for tax purposes 

if they are in India:

•	 during an assessable year for a period, or periods, 

amounting to 182 days or more; or

•	 within the four years preceding the assessable year 

has been in India for a period, or periods, amounting 

to 365 days or more and during the assessable year 

for a period, or periods, amounting to 60 days or 

more.

There are two categories of resident individuals; 

“resident and ordinarily resident” and “resident but 

not ordinarily resident”.

Individuals are resident and not ordinarily resident if 

they have been a non-resident in India in nine out of 10 

tax years preceding the assessable year, or have been 

in India for a period or periods amounting to 729 days 

or less in the preceding seven years.

The distinction assumes considerable importance 

for the taxation of expatriates since most expatriate 

personnel, at least in their initial years in India, would 

be classified as resident but not ordinarily resident.

Residents are taxed on any income accrued, received 

or derived from India or outside India.  However, if 

a person is classed as a resident but not ordinarily 

resident, income, which accrues or arises outside India, 

would not be taxable unless it is derived from a business 

controlled in, or a profession set up in, India.  

A non-resident is taxed only on income accrued, 

received or derived from India. 

A summary is provided in Table 4.1

Gross income

An individual’s gross income includes salary, income 

from house property, profits and gains of business 

or profession, capital gains and income from other 

sources.

For the purposes of taxation, the term “salary” 

includes:

•	 wages;

•	 annuities or pensions;

•	 gratuities;

•	 any fees, commission or profits in lieu of, or in 

addition to, any salary or wages;

•	 perquisites (non-cash benefits given by an employer 

to an employee, for example accommodation and 

benefits in kind);

•	 encashment of earned leave; 

•	 employer’s contribution to unrecognised funds for 

the benefit of employees; and

•	 any compensation paid at or in connection with 

termination of employment.

There is an extensive list of allowances/perquisites 

which are tax exempt.

The amount of salary earned in India is liable to tax 

in India and for the purpose of taxation, the amount 

of salary earned in India includes amount received in 

respect of services rendered in India and the salary 

received during the off period which is preceded and 

succeeded by the service rendered in India. 

India has double taxation avoidance agreements 

(DTAAs) with several countries and they do alleviate 

an expatriate’s tax liability in India upon fulfilment of 

certain conditions laid down in the DTAA.

Table 4.1 - Residential status in India

Residential Status in India Taxability of Income in India

Resident Worldwide income.

Resident but not ordinarily resident Income, which accrues or arises or is deemed to accrue or arise in India as well as income, 

which is received or deemed to be received in India and income accrues or arises from a 

business controlled in or a profession set up in India.

Non-resident Income, which accrues or arises or is deemed to accrue or arise in India as well as income, 

which is received or deemed to be received in India.



21

Taxation of capital gains

A capital gain may arise on transfer of a capital asset. 

The expression “capital asset” means property of any 

kind. There are certain properties, which are excluded 

from the definition of the capital assets such as stock 

in trade, certain personal effects, agricultural land 

and certain other investments. There are two types of 

capital assets e.g. long term capital assets and short-

term capital assets. “Short term capital asset” means 

a capital asset held by an assessee for not more than 

36 months, immediately prior to its date of transfer. 

If an assessee holds a capital asset for more than 36 

months, then it is known as a “long term capital asset”. 

In the case of shares in a company or listed securities 

or units of notified mutual funds, if they are held for 

more than 12 months immediately prior to the date 

of their transfer, then such assets shall be classified 

as long-term capital assets. The gain arising on the 

transfer of a “long term capital asset” is called a “Long 

Term Capital Gain” and a gain arising on the transfer 

of a “short term capital asset” is called a “Short Term 

Capital Gain”. Long-term capital gains are generally 

taxable at a lower rate as compared to short-term 

capital gain.

Long-term capital gains, after indexation of cost 

(indexation available only to residents), are subject 

to tax at the rate of 22.66% {(20% tax plus 10% 

surcharge) plus 3% education cess thereon}. However, 

in the case of listed shares, listed securities, listed/

unlisted units of mutual funds or zero coupon bond s 

on which securities transaction tax is not payable, tax 

payable on long term capital gains computed without 

indexation of cost shall not exceed 11.33% {(10% tax 

plus 10% surcharge) plus 3% education cess thereon}. 

Long-term capital gains arising from transfer on or 

after 1 October 2004 of equity shares of a company 

on a recognised stock exchange in India or a unit of 

an equity oriented scheme of a specified mutual fund 

are exempt from tax provided that sale of such shares 

or units are chargeable to Securities Transaction Tax 

(discussed below). 

Gains in respect of transfer of depreciable assets 

shall be taxed as a short-term capital gain. Short-term 

capital gains are taxed at normal tax rates.

Short term capital gain arising from transfer of shares 

of a company on a recognised stock exchange in India 

or a unit of an equity oriented scheme of a specified 

mutual fund are taxable at 16.995% ((15% plus 10% 

surcharge) plus 3% education cess) provided that sale 

of such shares or units are chargeable to Securities 

Transaction Tax. Other short-term capital gains are 

chargeable at normal income tax rates plus surcharge 

and education cess at applicable rates.

Securities Transaction Tax (STT)

STT shall apply to taxable securities transactions 

entered into on or after 1 October 2004 entered into 

through recognised stock exchanges in India. The 

taxable securities transaction shall attract STT at the 

rates specified in Table 4.2:

“Taxable securities transaction” means a transaction 

of (a) purchase or sale of an equity share in a company 

or a derivative or a unit of an equity oriented fund, 

entered into in a recognised stock exchange; or (b) sale 

of a unit of an equity oriented fund of specified mutual 

fund. The value of taxable securities transaction shall 

be:

a)	 in the case of a taxable securities transaction 

relating to an option in securities, shall be:

Table 4.2 - Securities Transaction Tax

Type of transactions Payable by 

buyer / seller

STT rate 

Delivery based on purchase of an equity share in a company or a unit of an equity 

oriented fund, entered in a recognised stock exchange

Both (Buyer 

and Seller)

0.125%

Non-delivery based on sale of an equity share in a company or a unit of an equity 

oriented fund entered in a recognised stock exchange

Seller 0.025%

Securities: 

(a) Sale of an option in securities 

(b) Sale of an option in securities, where option is exercised  

(c) Sale of futures in securities

 

Seller 

Purchaser 

Seller

 

0.017% 

0.125% 

0.017%

Sale of units of an equity oriented fund to the mutual fund Seller 0.25%
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i)	 The option premium, in respect of transaction at 

item (a) under Securities in Table 4.2.

ii)	The settlement price, n respect of transaction at 

item (b) under Securities in Table 4.2.

b)	the price at which “futures” is traded, in case of 

taxable securities transaction relating to derivative 

being “futures”; and 

c)	 the price at which securities are purchased or sold, 

in case of any other taxable securities transaction.

Every recognised stock exchange shall collect the 

securities transaction tax from every person being 

a purchaser or a seller who enters into a taxable 

securities transaction in that stock exchange.

STT paid shall not be eligible for deduction from total 

income. However, where the total income includes any 

income, chargeable under the heading of “profit and 

gains of business or profession”, arising from taxable 

securities transactions, the assessee shall be entitled 

to a deduction, from the amount of income tax on such 

income arising from said transactions, of an amount 

equal to the STT paid by them in respect of the taxable 

securities transactions. 

Fringe Benefit Tax

The value of specified fringe benefits provided to 

employees, or value of other specified deemed fringe 

benefits, shall be taxable in the hands of the Employer. 

The exemption is provided for certain specified 

categories of employers i.e. individual employers, 

trusts, foreign companies having no employees based in 

India, etc. Different rates for valuation of such benefits 

are provided in the Domestic Act. Fringe benefit tax at 

33.99% shall be payable on the value of fringe benefits 

determined in accordance with the Domestic Act.

Taxation of investment income

Income from investments made by an expatriate in 

India would arise in the form of dividends on shares; 

interest on investment in debt instruments; or fixed 

deposits with banks/companies in India.

Domestic companies and mutual funds are liable to pay 

an additional tax on the amount distributed by them as 

dividends and the recipients of such dividend income 

are exempted from levies of any tax thereon. 

Interest income is taxable in India at normal income tax 

rates plus surcharge and education cess at applicable 

rates.

Taxation of any sum received without 
consideration, such as Gifts 

Any sum of money received exceeding Rs.50,000 

without consideration by an individual or Hindu 

Undivided Family (special community based entity 

in India) shall be included in the total income of such 

individual or Hindu Undivided Family. However, the 

amount received from specified relatives or on the 

occasion of marriage or under a will or by an inheritance 

or in contemplation of death of the payer, shall be 

excluded from the total income.

Terms of employment

It is customary to enumerate the terms of employment 

in writing.  In the letter of appointment or the agreement 

of employment, the job profile and job responsibilities 

should be clearly and elaborately described.

Exchange control requirements

India has exchange control regulations. The current 

exchange control regulations permit a foreign national, 

who is an employee of foreign company, on secondment/

deputation to a subsidiary in India, to maintain a foreign 

currency account in a bank outside India and  receive 

salary outside India.  However, receipt into an overseas 

account may not exceed 75% of the salary received by 

the person from the foreign company; the remaining 

salary is to be paid in rupees in India with the condition 

that appropriate income tax is paid on the entire salary 

in India. Any direct payment in excess of 75% of the 

salary into the overseas account will require specific 

prior permission of the Reserve Bank of India.  In case 

the employee is tax equalised and their Indian tax 

liability is borne and paid by the employer in India, the 

employer can pay the whole of their salary outside 

India, in view of the fact that the employer is already 

paying taxes to Indian tax authorities which is higher 

than  25%. (In India, the maximum marginal rate of tax 

is 33.99%).  

Foreign nationals working in India can repatriate 100% 

of net salary (salary after deduction of taxes) to a place 

outside India.
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Exemption for Tax on Income of a foreign 
national from employment in India in 
certain cases

Indian laws provide for exemption of income earned by 

foreign nationals for services rendered in India, subject 

to prescribed conditions. For example:

•	 Remuneration from a foreign enterprise not 

conducting any business in India, provided the 

individual’s stay in India does not exceed 90 days 

and the payment made is not deducted in computing 

the income of the employer in India. 

•	 Remuneration received by persons employed on a 

foreign ship provided their stay in India does not 

exceed 90 days.

Non-resident spouse

The spouse of an expatriate may be classified as a non-

resident, or resident but not ordinarily resident in India, 

depending upon the duration of stay in India.

Tax credits

India has double taxation agreements (DTAs) with 

several countries.  Depending upon the terms of the 

DTA with a particular country, India either allows credit 

for the foreign tax against the Indian tax liability, or 

grants an exemption from Indian tax for the income 

subjected to tax abroad. For countries with no DTAAs 

with India, a unilateral tax credit for taxes paid in foreign 

countries is available under Indian domestic law to a 

resident tax payer to the extent of the tax liability on 

such income in India.

Other taxes

In India there is no social security tax.  However, there 

is a law relating to provident funds under which a 

certain amount (12%) is deducted from the salaries of 

employees, and an equal amount is contributed by the 

employer every month.

The accumulated amount, including interest, is paid 

to employees on termination of service.  Employers 

and employees are required to contribute a monthly 

amount to a medical fund.

Stamp duty is levied Federally as well as from State 

to State.  The burden of stamp duty on the transfer 

of an immovable property is quite substantial (varying 

between 3% to 5%).

Lodgement of tax returns

Income tax is levied on income earned during the 

financial year from 1 April to 31 March.

Table 4.3 - Statutory deadlines for lodgement of tax returns

Category of taxpayer Statutory deadline

Taxpayers other than those covered by the below clause 31 July

Taxpayers having business or professional income and subjected to compulsory audit of accounts or 

required to submit audit report either under the tax law or  other statue

30 September

Table 4.4 - Income tax rates for residents and non-residents

Income Slab (Rs.) Proposed Tax Rates* (2008-09)

0 - 150,000# Nil

150,001# - 300,000 10.30% of income exceeding Rs. 150,000

300,001  - 500,000 Rs. 15,450 + 20.60% of income exceeding Rs. 300,000

500,001 - 1,000,000 Rs. 56,650 + 30.90% of income exceeding Rs. 500,000

1,000,001 and above Rs. 2,32,265 + 33.99% of income exceeding Rs. 10,00,000**

*

 

#

**

The tax rates are inclusive of education cess of 3%. Further, in case of income exceeding Rs.10,00,000, surcharge of 10%  is also 

included. 

In case of a resident woman below 65 years of age at any time during the previous year, the basic exemption income slab is Rs. 

1,80,000 and in case of a resident individual of the age of 65 years or more (senior citizen) at any time during the previous year, the 

basic exemption income slab is Rs. 225,000. The tax for other slabs will change accordingly. 

Marginal relief is available to ensure that the additional income tax payable, including surcharge of 10% on the excess of income over 

Rs. 1,000,000 is limited to the amount by which the income is more than Rs. 1,000,000. 
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Statutory deadlines for lodgement of tax returns are 

detailed in Table 4.3.  There is no provision for any 

extension of time for lodgement of tax returns, however 

late returns can be filed along with penalty interest.

Every tax payer is required to file an application for 

a tax registration number which is called a permanent 

account number.  There is no provision in the Act for 

any joint tax returns of an expatriate and spouse.

Payment of taxes

Tax deductions are withheld by the employer from 

salaries paid every month.  

The total tax deducted/withheld by the employer, is 

given credit against the tax payable by the employee 

on their total income.  There is a system of advance 

tax prevalent in India which is applicable to all types 

of income.

Rates of tax

The rates of tax for resident and non-resident 

individuals for the financial year ending 31 March 2009 

are set out in Table 4.4.
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Indonesia

Revision to Income Tax Law

On 23 September 2008, the 4th Amendment to the 

Income Tax Law of 1983 was issued (Law No. 36/2008 

– ”the Income Tax Law”).

The Income Tax Law is effective from 1 January 2009 

for taxpayers using a calendar year.  Therefore, in 

general, the changes will be effective for individuals 

from 1 January 2009.  

Territoriality and residence

The subjects of Indonesian income tax law are 

individuals, entities and “permanent establishments”.  

Tax subjects may be either resident or non-resident.  

Resident individuals are all Indonesian citizens, and 

foreign individuals residing in Indonesia for more 

than 183 days in any 12 month period, or present in 

Indonesia during a Tax Year and intending to reside; 

or as specified in a double taxation agreement (DTA).  

Typically the possession of a work permit (and related 

12 month stay permit/KITAS) will be regarded as 

confirmation of tax residence.

Gross income

Taxable income is defined as any factor which increases 

the economic welfare of the recipient.  Indonesia 

applies a “world-wide income” concept in regard to 

income declarations for tax residents.  Non-residents 

are only subject to taxation in respect to income 

derived from Indonesia or earned in Indonesia from a 

related permanent establishment.

Taxable income is reported on a family basis such that 

non-employment income will be taxed at the marginal 

rate of the head of the family.  Employment income 

is effectively taxed on a per-individual basis provided 

the income is not earned from a family business.  Pre-

nuptial agreements do not effect the calculation of tax 

– only the apportionment of the liability.

Taxation of salaries, wages,  
compensation

Salaries paid to resident employees are subject to 

withholding tax (deducted by the employer) as per the 

rates at Table 5.1.

Salaries, wages or other compensation paid to a non-

resident are subject to 20% withholding tax.  The 

existing DTA generally do not reduce the rate of taxation 

applicable to salaries and wages for a non-resident 

that are paid by, or charged to, an Indonesian entity.  

However, the DTA generally provides for reduced and/

or zero rates of withholding tax for payments to non-

residents for independent personal services (provided 

the individual has no Permanent Establishment).

Taxation of allowances/benefits in kind

Allowances paid to a resident employee are normally 

subject to withholding tax whether these are paid or 

accrued, and regardless of whether the allowances are 

paid onshore or offshore.

Reimbursement of expenses or payments of benefits 

in kind (such as housing, schooling, insurance) for 

the personal benefit of an employee are treated 

symmetrically – these are either regarded as assessable 

to the employee (and subject to withholding tax) and 

deductible to the employer, or non-assessable to the 

Table 5.1 - Individual income tax rates for residents

Annual taxable income (Rp.) Income tax rate1 (Rp.)

Up to 50,000,000 5% of income up to 50,000,000

50,000,001 - 250,000,000 2,500,000 + 15% of income over 50,000,000

250,000,001 - 500,000,000 32,500,000 + 25% of income over 250,000,000

Over 500,000,000 95,000,000 + 30% of income over 500,000,000
1 - Non residents will be subject to withholding tax at a rate of 20% on all income, subject to the provisions of an applicable DTA.  The rates for resident individuals will increase by 20% (i.e. 6%, 18%, 30% and 36%) if the individual does not 

have a personal NPWP (Taxpayer Identification Number).
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employee and not a tax deductible expense for the 

employer.

The one exception is for benefits in kind paid to 

employees of non-income producing Representative 

Offices or entities that are subject to final taxation.  In 

these cases, the benefits will be regarded as assessable 

to the employee.

Taxation of capital gains

Capital gains are taxed only on realisation and are 

generally regarded as income. Capital gains realised on 

transactions made on the Indonesian Stock Exchange 

are subject to a final withholding tax of 0.1% of the 

gross proceeds. Taxation of property transactions 

is also subject to a final withholding tax equal to 5% 

of the gross proceeds. Income subject to these final 

withholding taxes is not subject to further taxation in 

the hands of the individual. As a consequence there 

is no need to determine the profit or loss on these 

transactions for tax purposes and there is no deduction 

for interest or other costs in relation to these. 

Taxation of investment income

Interest, dividends and royalties paid to non-resident 

taxpayers are subject to 20% withholding tax, unless 

otherwise regulated by a DTA.  

With the exception of Indonesian bank interest, similar 

payments made to resident taxpayers are subject 

to 15% withholding tax. Indonesian bank interest is 

subject to 20% final withholding tax and is not subject 

to further taxation.

Commencing 1 January 2009, payments of dividends 

from Indonesian companies to resident individual 

taxpayers are subject to a final withholding tax of 

10%.

Receipt of income in the form of interest, dividend, and 

royalties from foreign sources is subject to Indonesian 

income tax.  Taxes withheld on this income can normally 

be credited in Indonesia subject to specific rules.  There 

are no refunds in Indonesia of excess tax from foreign 

tax credits.

Use of overseas companies

Effective 1 January 2009, the Income Tax Law includes 

provisions that partly address the alienation of personal 

exertion income.

The amount of income of an individual who is an 

Indonesian tax resident may be redetermined if the 

employer has a special relationship (i.e. through direct/

indirect control or ownership of at least 25% of the 

issued share capital) with another company that is not 

established or domiciled in Indonesia and the employer 

transfers some or all of the income of the individual 

to that company in the form of expenses or other 

payments (which passes this income to the individual 

without declaration in Indonesia).

Payment to any foreign company that does not have 

a Permanent Establishment is subject to a 20% 

withholding tax, or as decided in a relevant DTA.  In 

the case where a foreign company becomes a resident 

taxpayer (e.g. through the activities of an employee 

or other person creating a Permanent Establishment) 

then full domestic withholding taxes and year-end 

tax reporting/payment obligations will apply. In these 

cases the 20% withholding tax that was applicable 

when the foreign company was originally regarded as 

a non-resident would become creditable against the 

year-end tax liability.

Indonesian tax law also requires reporting on an accrual 

basis for dividends from foreign companies that are 

attributable to resident taxpayers who hold more 

than 50% of the share capital (whether separately, or 

together with other tax residents). 

Non-resident spouse

Because Indonesia taxes on a family unit basis there is 

a risk that the income of a non-resident spouse could 

be required to be reported in Indonesia (with credits 

granted for any foreign taxes paid).

Tax deductions and rebates

In calculating employee income tax for expatriates (and 

all resident employees) there is a statutory deduction 

for Occupational Expenses of 5% of gross income 

received, to a maximum of Rp.500,000 per month.

In addition, there is a deduction for Non-Taxable 

Income (PTKP).  Effective 1 January 2009, the revised 

amount of PTKP are Rp.15,840,000 for an individual, 

an additional deduction of Rp.1,320,000 if the individual 
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is married, plus Rp. 1,320,000 per dependent up to a 

maximum of three dependants.

Further deductions are also available if the individual 

makes payments to a pension fund approved by the 

Ministry of Finance, or the JAMSOSTEK pension fund.

There are no business deductions with the exception 

of individuals operating businesses or acting as 

independent professionals.

Fiscal Exit Tax

Commencing 1 January 2009, fiscal exit tax will be 

increased for resident individual taxpayers who are at 

least 21 years old. The amount of fiscal exit tax is Rp 

2.5 million for those leaving by air and Rp 1 million for 

those leaving by sea. 

If the individual has an NPWP (Taxpayer Identification 

Number) then they will no longer pay fiscal exit tax.

In addition, commencing 1 January 2011, all resident 

individual taxpayers will not pay fiscal exit tax, 

irrespective of whether they hold an NPWP or not.

Fiscal exit tax may be claimed as a tax credit in the 

individual’s year-end personal tax return (if the 

individual obtains an NPWP subsequent to travelling).

Foreign tax credits

Credit may be claimed for taxes paid on income earned 

offshore subject to rules limiting the claim to Indonesian 

tax otherwise due on the income. Therefore, there can 

be no refunds due to foreign tax credits.

Tax registration

All tax residents earning in excess of the PTKP 

(deduction for non-taxable income) are required to 

register and obtain an NPWP (Taxpayer Identification 

Number).  The NPWP can be easily obtained by 

providing a letter of domicile, personal identification 

and documentation relating to employment status.

To encourage registration, effective 1 January 2009, 

the Income Tax Law imposes higher withholding tax 

rates if the recipient of the income does not have an 

NPWP.  For example:

•	 The withholding tax rates relating to payments for 

salaries, wages, etc. (as indicated in Table 5.1) are 

increased by 20% if the recipient does not have an 

NPWP. Thus the rates become 6%, 18%, 30% and 

36%;

•	 The withholding tax rates applicable to payments 

of dividends, interest, royalties and services will 

increase by 100% if the recipient does not have an 

NPWP.

Payment of monthly tax instalments

On a monthly basis all employers are required to 

withhold tax from payments to individuals (whether 

employees or other) and pay this tax to the State 

Treasury the following month.

At the end of the year employers are required to submit 

the annual return of employee taxes to reconcile any 

over or under payments resulting from the monthly tax 

payments, and to provide employees with proof of tax 

paid on their behalf.  Rates of individual income tax are 

detailed in Table 5.1.

Individuals earning income from more than one source 

will be required to make a monthly tax payment equal 

to 1/12 of the previous year’s net liability (or estimated 

liability for the current year, if the first year of 

registration) and submit a monthly tax report.

Individuals that earn employment income from a single 

employer in Indonesia and/or income subject to final 

withholding tax will not have an additional tax liability 

and therefore are not required to pay or lodge monthly 

reports.

Lodgement of tax returns

Indonesia’s annual tax period is the calendar year from 

1 January to 31 December, and annual tax returns for 

individuals are to be lodged by 31 March in the following 

year.  Extensions are allowed (after payment of any 

estimated tax) and normally the maximum extension 

is two months.  Extensions do not prevent the accrual 

of interest for late payment of year end tax liabilities 

(which are due by 31 March).

The annual tax return will report all income earned by 

the individual (worldwide, including salary, investment 

income and capital gains), less applicable deductions.  

The net taxable income is then subject to tax according 

to the scale of rates per Table 5.1, before deducting 

credits for taxes deducted during the year by employers 
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and payers of other income subject to withholding 

tax, fiscal exit tax, foreign tax credits and monthly tax 

instalments.

JAMSOSTEK registration

Since April 2004, there is a requirement by the Minister 

of Manpower for expatriate permanent employees 

to register for Indonesia’s Social Security System 

(JAMSOSTEK). This can be avoided if the expatriate 

is able to show membership/contributions to a similar 

scheme in their home country.

Contributions are made based on a percentage of 

monthly salary in respect of 4 components:

•	 Accident cover – between 0.24% - 1.74% depending 

on the industry/risk – factor;

•	 Death cover – 0.3%;

•	 Retirement – 5.7%, of which 3.7% is due from the 

company and 2% may be paid by either the employee 

or the company;

•	 Medical – 3% for single employees, 6% for married 

employees to a maximum of Rp. 30,000 per month 

for single employees and Rp. 60,000 for married 

employees.

The contribution for medical is not required if the 

employer provides an alternate program.

Contributions for retirement (plus earnings) can be 

claimed if either the employee has left the company 

and five years have passed since commencement in 

JAMSOSTEK or if the employee leaves the country.

Terms of employment

Formal terms of employment are required to enable 

expatriates to acquire a working permit.  In general, the 

terms of employment should identify the employer, the 

remuneration in gross or net terms, the position and 

the time frame of the contract.

Other taxes

Companies employing expatriates are required to pay 

a US$100 per month levy to a skills development fund 

imposed by the Ministry of Manpower.  This is paid in 

advance for the expatriate’s work period to a maximum 

of 12 months.  

The Indonesian tax authority also imposes stamp duty 

taxes for legal documentation, including documentation 

required for the transfer of fixed assets.

Exchange control requirements

Indonesia has a free regime for foreign currency 

transactions. There are, however, simple bank reporting 

requirements for transactions exceeding the Rupiah or 

other equivalent of US$10,000.  

In addition, selling pressures on the Rupiah in late 

2008 have resulted in further regulations to prevent 

currency speculation and require those wishing to buy/

sell the Rupiah equivalent of US$100,000 or more to 

provide their NPWP (Taxpayer Identification Number) 

and evidence to support the underlying transaction.
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Japan

Territoriality and residence

Individuals are classified either as residents or non-

residents for Japanese taxation purposes. A resident 

is an individual who has a domicile in Japan or has 

had a residence continuously for one year or more. 

A foreigner is deemed to be a resident from the time 

of his/her entry into Japan, if his/her continuous stay 

in Japan for one year or more is obvious from his/

her employment contract, from the nature of his/her 

occupation, or from other conditions. A resident who 

does not have Japanese nationality and has a domicile 

or a residence in Japan for five years or less in the last 

10 years is categorised as a non-permanent resident. A 

permanent resident is a resident who does not fall into 

non-permanent resident. Non-residents are individuals 

who are not residents. 

Non-residents are taxed on their income from Japanese 

sources, while residents (except for non-permanent 

residents) are taxable on their worldwide income. Non-

permanent residents are liable to Japanese tax on their 

Japanese source income as well as on their foreign 

source income paid in Japan or remitted into Japan.

Gross income

Employment income includes salaries, wages and 

similar types of remuneration paid periodically as 

well as bonuses and other non-regular payments. The 

following fringe benefits are not taxable in principle:

•	 Difference between the rent of a company house 

and the rent paid by a director or an employee to 

the employer. (The tax guidelines stipulate the 

calculation of the amount of the rent to be paid 

to the employer; however, in practice, the amount 

equivalent to 5-10% of the actual rent is deemed 

to be the amount to be paid by the director or the 

employee to the employer.);

•	 Home leave passage for the taxpayer and their 

family;

•	 Japanese language lesson; 

•	 Qualified contribution to international schools; and

•	 Membership fees in a business club.

Unqualified stock options are taxable as employment 

income at the time the option is exercised, and as a 

capital gain at the time the shares are disposed of.

Taxation of capital gains

Capital gains from stocks or shares are subject to a 

separate taxation at the rate of 15%/7% (excluding 

local inhabitant tax). 

In general, capital gains are calculated as the difference 

between gross proceeds and acquisition costs plus 

expenses for the disposal. Individuals enjoy a special 

deduction of up to JPY500,000 on capital gains 

derived from disposition of movables.

Taxation of investment income

Interest and dividend income forms part of ordinary 

income. It should be noted that corporate tax paid 

by Japanese corporations is not imputable for their 

individual shareholders; only a tax credit on dividends 

is available. Consequently, individual shareholders may 

face double taxation on income generated through 

corporations.

In the case of Japanese sources, investment income 

is subject to withholding tax at rates of up to 20%.  A 

certain dividend income can be settled finally by the 

withholding taxation in exceptional cases.

Use of overseas companies

Though very rarely used by individuals in Japan, base-

companies resident in low tax jurisdictions (25% and 

less effective taxation) are subject to anti-tax-haven-

rules.  These rules add the income incurred in the base-

company to the individual income of the Japanese 

resident shareholder in the category of miscellaneous 

income.

Taxes paid by the base-company can be credited 

against the taxes payable by the shareholder; 

however, dividends distributed are fully taxable, while 

no indirect foreign tax credit is granted to individual 

shareholders. 

Terms of employment

Appropriate contractual documentation is essential 
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with respect to decisive tax advantages, such as low 

taxed company housing or a tax exemption on foreign 

employment income sources for non-permanent 

residents.

Exchange control requirements

The Foreign Exchange and Foreign Trade Control Law 

has been liberalised, however, certain remittance from 

and to foreign countries is required to be reported to 

the Ministry of Finance through the remitting bank or 

Bank of Japan.

Non-resident spouse

The spouse allowance of JPY380,000 is not dependent 

on whether the spouse lives in Japan or is a Japanese 

national.  If the spouse’s total annual income is less 

than JPY760,000 per annum and the taxpayer’s total 

annual income does not exceed JPY10,000,000, a 

special allowance for the spouse is granted.

Taxation of allowances

Allowances are generally assessable income in the form 

of employment income.  Exemptions from income tax 

and withholding tax are available for certain moving, 

travel and commuting expenses.

Tax deductions

There are various deductions and allowances under 

Japanese tax laws.  Allowable deductions for residents 

for national income tax purposes are detailed in Table 

6.1.

Tax credits

A foreign tax credit is available for residents. Foreign 

taxes directly imposed on the taxpayer can be credited 

up to the amount of Japanese tax paid on the foreign 

income.  

There is no indirect tax credit for underlying foreign 

taxes imposed on foreign corporations distributing 

dividends to individual taxpayers.

Excess foreign tax paid over limited amounts calculated 

in accordance with national income tax law, can be 

carried forward for up to three years, and the excess 

limited amount over foreign tax paid can be also carried 

forward for up to three years.

In line with its tax system, Japan chooses in all tax 

treaties the tax credit as a method to avoid double 

taxation.

For eliminating double taxation, a certain tax credit is 

available for dividends (less interest on money borrowed 

for the acquisition of shares) paid to shareholders. 

Tax credits are also granted for the acquisition of a 

house.

Lodgement of tax returns

Individual income is subject to both national and local 

income tax.  Employment income earners are required 

to file a national income tax return by 15 March of the 

following year in certain cases (e.g. their employment 

income exceeds JPY20,000,000; their Japanese 

source income is paid outside Japan, etc.). 

Calculation of local income tax is based (subject to 

some modifications) on the national tax return and 

only arises if the taxpayer is still resident of Japan as 

of 1 January in the first calendar year (year 02) after 

the taxable period (year 01).

Payment of taxes

Employment income is subject to withholding taxation.  

In the case of residents, withholding tax is deducted 

from their salary and bonus upon payment and paid 

to the national tax authorities by the employer by the 

10th of the following month.  In the last salary payment 

of the applicable year, the total tax amount withheld 

from employment income is adjusted to the annual tax 

liability by year-end adjustment.

Table 6.1 - Allowable deductions for residents

Situation Allowance (JPY)

Basic 380,000

Spouse 380,000

Child 380,000 - 630,000
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In case of non-resident employment income earners, 

withholding tax is imposed on their employment income 

at a fixed rate of 20% and settled finally.

Local tax on income earned in a year 01, becomes due 

in four equal instalments in June, August and October 

of year 02 and in January of year 03.  Employment 

income earners can choose the withholding tax method 

where their local tax is deducted from their monthly 

salary from June of each year to May of the following 

year in 12 instalments and paid to the local authorities 

by the 10th of the following month.

Rates of tax

Effective individual income tax rates are described in 

Table 6.2.

Table 6.2 - Individual income tax rates for residents

Taxable income (JPY) Income tax rate (JPY)

Up to 1,950,000 5% of income up to 1,950,000

1,950,001 - 3,300,000 97,500 + 10% of income over 1,950,000

3.300,001 - 6,950,000 427,500 + 20% of income over 3,300,000

6,950,001 - 9,000,000 636,000 + 23% of income over 6,950,000

9,000,001 - 18,000,000 1,536,000 + 33% of income over 9,000,000

Over 18,000,000 2,796,000 + 40% of income over 18,000,000
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Korea South

Territoriality and residence

Non-domiciled individuals will be regarded as resident 

in Korea where the individual continues residence in 

Korea for more than one year is evident from the nature 

of their occupation; and the individual is expected to 

reside in Korea for more than one year (e.g. having 

purchased a house and transferred the family to 

Korea); or the degree of personal wealth held in Korea 

may lead to an assumption of residence.

A resident - defined as an individual who has a domicile 

or residence for one or more years in Korea - is liable 

to income tax on all income derived from sources both 

within and outside the country.  A non-resident is taxed 

only on income derived from sources within Korea.

Gross income

Earned income includes, but is not limited to:

•	 wages and salaries, bonuses, allowances, and 

other payments of a similar nature received as 

compensation for services rendered;

•	 payments received upon termination of employment 

that are not classified as severance pay;

•	 reimbursement of confidential expenses, 

entertainment expenses, taxes, and other allowances 

that are not considered proper business expenses;

•	 various allowances for labour, family, position 

and duties, living costs, housing, food, clothing, 

technological skills, health care, overtime, overseas 

transportation, travel, etc.;

•	 fixed monthly or annual payments received as 

transportation or travel expenses.

Fringe benefits are generally treated as non-taxable 

income.

Earned income is classified into either class “A” or class 

“B” income, according to the payer of the income.  The 

employers of class A income earners must withhold 

the applicable taxes each month; finalise the income 

tax liability at the end of the tax period; and issue a 

certificate of final tax settlement to the employee.

Class B income is the earned income received or 

accrued in a foreign currency outside of Korea for 

services rendered in Korea, and includes wages and 

salaries received from a foreign agency, and wages 

and salaries received from a foreigner or foreign 

corporation outside Korea.

To avoid double taxation and to prevent fiscal evasion 

of tax on income, the Republic of Korea has entered 

into double taxation agreements (DTAs) with a total of 

68 countries (effective 30 June 2006).

Taxation of capital gains

Capital gains arising from the sale or transfer of real 

property are subject to a 9% – 36% real property gains 

tax (50% if the property was held less than one years 

and 70% if the property was not registered).  Capital 

gains are taxed separately from world-wide income 

and are detailed in Table 7.1.

Table 7.1 - Capital gains tax rates

Asset capital gains Capital gains tax rate

Land or building owned for 2 years or more, or other assets 6-35%

Land or building that has been owned for 1-2 years, or other assets 40%

Land or building that has been owned for less than 1 year, or other assets 50%

A household holds two houses 50%

A household holds three houses or over 60%

Assets transferred without registration 70%

Shares in an unlisted company 20%

Shares of medium and small-sized enterprises prescribed by Presidential Decree (S-Corp) 10%

Shares of non-small and medium sized enterprises which are held by large shareholders 

for less than one year

30%
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There is a special deduction for assets being held for a 

long term in computing the capital gains liability of an 

expatriate.  Double tax treaty relief is available where 

a tax treaty exists between Korea and the expatriate’s 

home country.  Korea does not have any capital gains 

deeming rule which applies on becoming or ceasing to 

be a resident.

Taxation of investment income

Interest income, including interest from deposits, loans, 

debt securities and trust fund distributions is subject to 

a 15.4% withholding tax at source.  If taxed at source, 

the income is not included in world-wide income; 

otherwise, it is taxed at ordinary income tax rates.

Dividend income from corporate stocks is taxed as 

world-wide income.  Dividends from companies listed 

on the Stock Exchange and earnings from security 

investment trusts are subject to a 15.4% withholding 

tax at source and are excluded from world-wide income 

other than for majority shareholders. 

Use of overseas companies

There are no specific rules dealing with the alienation of 

personal exertion income which might adversely affect 

the use by the expatriate of a company structure.

Terms of employment

The employment contract must be formalised in a 

written document.  Reference should be made to 

any living-away from home allowances and overseas 

allowances which form part of the contract, as these 

are generally treated as taxable income (although 

certain exceptions apply).

Exchange control requirements

Korean exchange controls exist and approval to 

repatriate earnings may be required but should be 

readily granted.  Expatriates wishing to repatriate 

funds to their home country are required to present 

their employment contract to the remitting bank.

Non-resident spouse

There are no tax implications to the expatriate by 

having a non-resident spouse.

Taxation of allowances

Living away from home allowances and overseas 

allowances are treated as taxable income; however 

other payments in the nature of compensation for 

actual expenses are not subject to taxation.

It is preferable for the employer to reimburse expenses 

associated with the relocation of the employee rather 

than pay an allowance; however, this is limited to only 

one type of expense between the time of arrival and 

departure.

Tax deductions

Income deductions for wage and salaries income is 

detailed in Table 7.2.  In the case of a daily worker, 

deductions are limited to 80,000 Won per day.

Tax rebates

Not applicable in Korea.

Tax credits

Where a resident has paid or is to pay foreign income 

tax abroad, the tax amount payable is deducted from 

the income tax due, within the limit of an amount 

calculated by multiplying the income tax due by the 

ratio of income from foreign sources to the total 

taxable income.

Table 7.2 - Deductions for wages and salaries income

Salary range (Won) Amount of deductions (Won)

Up to 5,000,000 80% of income up to 5,000,000

5,000,001 - 15,000,000 4,000,000 + 50% of income over 5,000,000

15,000,001 - 30,000,000 9,000,000 + 15% of income over 15,000,000

30,000,001 - 45,000,000 11,000,000 + 10% of income over 30,000,000

Over 45,000,000 12,000,000 + 5% of income over 45,000,000
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If the foreign tax paid or payable exceeds the prescribed 

limit creditable against Korean income tax payable for 

the year, the excess portion may be carried over for 

five years.

Other taxes

All residents are subject to inhabitant tax (a local 

government tax) at 10% of the income tax amount.  

There is no social security tax payable by the expatriate.  

Any gains from capital transfers are treated as taxable 

income.  Taxable gains are an amount accruing from 

the transfer of land, building, right to real estate or 

other assets.

Lodgement of tax returns

The financial year for lodgement of an individual tax 

return is 1 January to 31 December.  Tax returns must 

be filed with the local tax office which has jurisdiction 

over the area of the taxpayer’s residence between 1 

and 31 May, together with any final tax payment due.

An expatriate who is planning to stay in Korea for 

more than 90 days is required to obtain an individual 

residence certificate from the immigration office.  The 

main income earners in households and their spouse 

are jointly liable to income tax on the assets income.

Payment of taxes

All employers are required to withhold income tax and 

to remit this amount to the National Tax Authority by 

the 10th of the following month on a monthly basis, and 

to issue a certificate of tax to the expatriate in order 

for the expatriate to claim a credit on their annual tax 

filing.

However, a businessman who has less than 10  employees 

on average at the end of every month of the preceding 

year may pay taxes withheld to the government by the 

10th day of the following month each half year, after 

obtaining the approval of the Tax Office.

No tax credit is given for employment income taxes 

withheld by the employer; however when an expatriate 

liable for tax withholding has failed to withhold tax at 

source or to pay tax to the Government by the due date, 

a penalty of 10% of the amount of tax not withheld will 

be imposed.

Interest and dividend payments are subject to 

withholding tax at the rate of 15.4%.

Rates of tax

The income tax amount is the aggregate of amounts 

calculated by applying each tax rate successively to 

income in the relevant tax bracket.  The basic tax rates 

are set out in Table 7.3.

Table 7.3 - Individual income tax rates for residents and non residents

Taxable income (Won) Income tax rate / payable (Won)

Up to 12,000,000 6% of income up to 12,000,000

12,000,001 - 46,000,000 720,000 + 16% of income over 12,000,000

46,000,001 - 88,000,000 6,160,000 + 25% of income over 46,000,000

Over 88,000,000 16,660,000 + 35% of income over 88,000,000
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Malaysia

Territoriality and residence

An individual, whether resident or not resident in 

Malaysia, is taxed on income accrued in or derived 

from Malaysia. They will be exempted from income 

tax on any foreign income received in Malaysia from 

outside Malaysia.

An individual’s residence status is determined by 

reference to the number of days they are physically 

present in Malaysia. Generally, an individual will be 

regarded as a tax resident for a calendar year if they 

are present in Malaysia for a period (or periods) of 182 

days or more in that calendar year. 

Where certain criteria are met, the individual may still 

be considered as a tax resident for any calendar year 

even though they are present in Malaysia for less than 

182 days in that calendar year. 

Self assessment system

The Malaysian tax system is based on the Self 

Assessment System.

Gross income from employment

Employees exercising employment in Malaysia are 

taxed on their full income from the exercise of that 

employment, notwithstanding that part of their income 

may be paid to them from outside Malaysia, or that 

their employer does not have any offices in Malaysia.

Gross income from employment includes:

•	 any wages, salary, remuneration, leave pay, fees, 

commission, bonus, gratuities, perquisites or 

allowances, payment of household expenses, club 

subscriptions, subsidised interest on loan, school 

fees for children (whether in money or otherwise);

•	 value of the use of or enjoyment of any benefits 

or amenities (i.e. use of employer’s motor vehicle, 

provision of clothing, household furniture, driver’s 

services, etc.);

•	 payment of income tax borne by the employer;

•	 provision of overseas passages exceeding RM3,000 

per annum;

•	 living accommodation provided by the employer.

The Malaysian Inland Revenue has issued Public Rulings 

to explain the tax treatment in relation to taxable 

benefits-in-kind (“BIK”) and perquisites provided 

to employees and the method of ascertaining the 

assessable value of BIK and perquisites. 

Leave passages within Malaysia (not exceeding three 

times in any calendar year) provided by the employer 

are not taxable on the employee.

Exemptions 

The income of an individual from an employment 

exercised in Malaysia is exempted from income tax in 

the following circumstances:

Period of less than 60 days in Malaysia

Where the employment is exercised for the following 

period(s):

•	 for a period or periods which together do not exceed 

sixty (60) days in a calendar year; or

•	 for a continuous period (not exceeding sixty days) 

which overlaps two calendar years.

Double Taxation Agreements

Period of more than 60 days but less than 183 days in 

Malaysia

Malaysia has signed double taxation agreements 

(DTA) with  69 countries.  Generally, the income of an 

individual from an employment exercised in Malaysia 

is exempted from Malaysian income tax where the 

following conditions are satisfied:

•	 the employee is present in Malaysia for a period or 

periods not exceeding in the aggregate 183 days in 

the basis year;

•	 the remuneration of the employee is paid by, or on 

behalf of, a person who is not a resident of Malaysia; 

and

•	 the remuneration is not deductible in determining 

taxable profits of a permanent establishment which 

that person has in Malaysia.

The precise conditions are provided in the DTA of the 

countries concerned.
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Operational Headquarter/Regional 
Office

The income of a non-citizen who is employed by a 

company with Operational Headquarter status or 

a Malaysian regional office of a foreign company 

is exempted from income tax on income derived in 

respect of the period during which the employment is 

exercised outside Malaysia.

The exemption would only apply to the period when 

the employment is exercised outside Malaysia and 

would not be applicable for the number of days that 

the individual is outside Malaysia for personal reasons 

or on vacation.

The above treatment has been extended to 

expatriates  working in International Procurement 

Centres and Regional Distribution Centres from year 

of assessment 2008.

Labuan Offshore Company

Managers

50% of gross income derived by a non-citizen individual 

exercising an employment in Labuan, in a managerial 

capacity in an offshore company, is exempted from 

income tax.

Effective : From Year of Assessment 1992 to Year of 

Assessment 2010

Directors

Fees received by non-citizen individuals in their capacity 

as a director of an offshore company are exempted 

from income tax.

Effective : Year of Assessment 2002 to Year of 

Assessment 2010

Offshore Company

An offshore company refers to an offshore company 

incorporated under the Offshore Companies Act 

1990, and includes a foreign offshore company 

registered under the Offshore Companies Act 1990, a 

licensed Malaysian offshore bank, an offshore limited 

partnership and an offshore trust.

Taxation of capital gains

Malaysia does not impose tax on capital gains other 

than Real Property Gains Tax (“RPGT”) on gains arising 

from the disposal of any real properties situated in 

Malaysia or any interest, option or other rights in or 

over such land or shares in Real Property Companies 

(“Chargeable Assets”). A Real Property Company 

(RPC) refers to a controlled company, which owns real 

properties or shares in another RPC or both, the market 

value of which is more than 75% of its total tangible 

assets. A controlled company means a company having 

not more than fifty members and controlled by not 

more than five persons.

An individual who is a Malaysian citizen or permanent 

resident is taxed at RPGT rates which range from 5% 

to 30% depending on the period of ownership prior 

to disposal. Where the chargeable asset is disposed 

of in the sixth year and thereafter after the date of 

acquisition, the gain on such disposal is not subject to 

RPGT. 

For an individual who is not a citizen or permanent 

resident, the gain is subject to RPGT at a rate of 30%. 

In the case of disposal in the sixth year or thereafter 

after the date of acquisition, that gain on such disposal 

is taxed at the rate of 5%. 

The rates of RPGT applicable on the gains  arising from 

the disposal of the real property or shares in the RPC 

are set out in Table 8.1

Gains on disposal of chargeable assets after 31st March 

2007 are exempted from RPGT. 

Taxation of investment income

Interest received by a resident individual on deposits 

placed with financial institutions or other approved 

institutions in Malaysia is exempt from income tax. 

Interest paid to a non-resident individual by approved 

banking or financial institutions operating in Malaysia 

is exempt from tax.

Use of overseas companies

There is no legislation dealing with the alienation of 

personal income by an expatriate through the use of a 

foreign corporate structure.

Where the payments are made to a non-resident person 

(including a foreign corporation) for services which are 

of a technical nature, a withholding tax at the rate of 

10% of the gross amount is imposed on the payments 

(including reimbursement of expenses claimed by the 

service provider) for such services rendered in Malaysia 
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by the non-resident person. This rate may vary in 

accordance with the double tax treaties Malaysia has 

signed with the country concerned. Withholding tax 

is not applicable on payments for technical services 

rendered outside Malaysia by a non-resident person.

Terms of employment

There are no fixed terms and conditions for employing 

expatriate employees in Malaysia. In general, the terms 

and conditions are negotiated between the employer 

and employee prior to being employed in Malaysia.

Expatriate employees are required to apply for a valid 

work permit before they are permitted to work in 

Malaysia.

Exchange control requirements

Expatriate employees residing in Malaysia are allowed 

to operate external accounts. There are no restrictions 

on such accounts relating to the source of funds, use of 

funds, or conversion into foreign currency.

Non-resident spouse

There are no adverse tax implications of having a non-

resident spouse. Reliefs for wives and children staying 

in the home country are available to the expatriates 

even though the respective wives and children are not 

resident in Malaysia.

Taxation of allowances

Reimbursement of expenses for entertainment or 

travelling incurred in connection with the employer’s 

business is not taxable on the employee. However, 

where these expenses are paid to an employee in 

the form of an allowance, the allowance constitutes 

a taxable income on the employee. For travelling 

allowances given for official duties, the employee 

concerned will be given an exemption of up to RM 

6,000 per annum. 

The employee concerned may claim a higher deduction 

for the expense incurred upon the provision of 

documentary evidence that such expenses were 

incurred in connection with the employer’s business. 

The amount claimable is restricted to the amount of 

allowance received.

Tax deductions

An employee is allowed a deduction for any expenditure 

wholly and exclusively incurred in the performance of 

their duties (i.e. subscriptions to professional bodies 

related to the employee’s profession), but no deduction 

is given for tax depreciation (capital allowances) i.e. on 

a vehicle used in the performance of their duties.

Where an allowance is given by an employer for 

business purposes, such as for entertaining customers, 

the expenditure incurred by the employee would 

be deductible up to the amount of the allowance 

received.

Donations to approved institutions or organisations 

are deductible against the aggregate income of the 

individual, subject to the lower of 7% of the aggregate 

income of the income and actual amount donated. 

Expenses of a private or domestic nature are generally 

not deductible for tax purposes.

Table 8.1a - Rates of real property gains tax for individuals (Malaysian citizens or permanent residents)

Category of disposal RPGT rates

Disposal within 2 years 30%

Disposal in 3rd year 20%

Disposal in 4th year 15%

Disposal in 5th year 5%

Disposal in 6th year and thereafter 0%

Disposal after 31st March 2007 – Exemption from RPGT

Table 8.1b - Rates of real property gains tax for individuals (non-Malaysian citizens or non-permanent residents

Category of disposal RPGT rates

Disposal within 5 years 30%

Disposal in 6th year and thereafter 5%

Disposal after 31st March 2007 – Exemption from RPGT
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Tax reliefs and rebates

Personal reliefs and rebates are available to a resident 

expatriate employee in arriving at their taxable income 

as detailed in Tables 8.2 and 8.3. Personal reliefs and 

rebates are not available to non-resident individuals.

Employees Provident Fund

The Employees Provident Fund (EPF) is a compulsory 

national pension fund to which all employers and local 

employees are required to contribute at the mandatory 

minimum rates detailed in Table 8.4, based on the gross 

wages of each employee. The contribution rates for 

both the employer and employee can be at rates higher 

than the mandatory minimum rates upon election by 

both parties.

An expatriate employee with a valid work permit is 

allowed to elect to contribute to the EPF. For such 

election, both the employer and the expatriate 

employee will contribute to the EPF at the mandatory 

minimum rates on the wages of the expatriate employee 

unless the employer and expatriate employee elect to 

contribute at higher rates.

The expatriate employee is allowed to withdraw both 

Table 8.3 - Rebates for resident individuals

Rebates RM

Individual - chargeable income not exceeding RM35,000 400

Additional rebate for wife - if she has no income or elects for combined assessment with husband 400

Additional rebate for husband - if he has no income or elects for combined assessment with wife 400

Zakat, Fitrah or any other religious dues - Full rebate in respect of Zakat, Fitrah or any other islamic religious dues 

paid

Any fee paid to Government for the issue of an employment pass, visit pass or work pass - full rebate of fee given

Table 8.2 - Personal reliefs for residents

Reliefs RM

Taxpayer - personal relief 8,000

Wife - if she has no total income or elects for combined assessment 3,000

Husband - if he has no total income or elects for combined assessment 3,000

Disabled taxpayer - further deduction 6,000

Disabled spouse - further deduction 3,500

Supporting equipment for disabled taxpayer, spouse, children or parent (maximum) 5,000

Children (below 18 years): each child 1,000

each disabled child (unmarried) 5,000

Children (above 18 years): Education expenses for children studying at universities, 

colleges or similar establishment (per child):

in Malaysia (diploma level & above) 

outside Malaysia (degree level & above)

4,000 

4,000

Disabled child (unmarried) 5,000

Self education in technical, vocational, industrial, scientific, technology, law, accounting, Islamic financing, skills or qualifications 

at tertiary level or any course of study at post graduate level (maximum)

5,000

Life insurance premiums and contributions to approved funds (maximum) 6,000

Insurance premiums for medical benefits or education (maximum) 3,000

Medical expenses for taxpayer, spouse and children on serious diseases (including RM500 for medical examination expenses 

(maximum)

5,000

Medical expenses (maximum) for parents 5,000

Purchase of books, journals, magazines and other similar publications for the use of the taxpayer, spouse, or children 1,000

Purchase of computer (once in every three years) 3,000

Amount deposited into Skim Simpanan Pendidikan Nasional for his /her child’s education (maximum) 3,000

Purchase of sports equipment (excluding sport attire and shoes) 300

Annuity premium on annuity purchased through EPF Annuity Scheme (maximum) 1,000
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their contributions and that of their employer together 

with the interest earned thereon when they depart 

Malaysia upon expiry of their employment contract. 

The contributions and the interest withdrawn are not 

taxable on the expatriate employee.

Lodgement of tax returns

The fiscal year is the calendar year ending 31 December. 

Every person chargeable to tax is required to file an 

annual return of income by 30 April of the following 

year. In the case of an individual with a business source 

of income, the individual is allowed to submit their 

income tax return by 30 June of the following year. 

Failure to file a return or to give notice of chargeability 

will render the taxpayer to heavy penalties for non-

compliance.

The employer is required to inform the tax authorities 

of the commencement of employment of an employee 

who is chargeable to tax, within a period of 30 days of 

the date of commencement of the employment.

The income of the wife is assessed separately from that 

of her husband.  The wife submits a separate income 

tax return although using the same reference number 

as that of the husband.

The wife may elect for her income (which is chargeable 

to Malaysian tax) to be assessed jointly with that of her 

husband. 

Payment of taxes

Malaysia adopts the pay-as-you-earn (PAYE) system of 

tax collection from employees whereby the employer 

is required to deduct tax from the monthly salary of 

each employee and remit said deductions to the tax 

authorities by the 10th day of the following month.

Where the tax deducted is insufficient to cover an 

employee’s annual tax liability, the employee is required 

to remit the balance to the tax authorities by 30 April 

of the following year.

Table 8.4 - Employees’ provident fund contribution rates

Employee Rate of Contribution

Local employee: employer’s share 12%

employee’s  share 11% (reduced to 8% for the years 2009 and 2010.  

Employees can elect to maintain the rate at 11%)

Table 8.5 - Individual income tax rates for residents

Taxable income (RM) Income tax rate/payable (RM)

Up to 2,500 Nil

2,500 - 5,000 1% of income over 2,500

5,000 - 20,000 25 + 3% of income over 5,000

20,000 - 35,000 475 + 7% of income over 20,000

35,000 - 50,000 1,525 + 12% of income over 35,000

50,000 - 70,000 3,325 + 19% of income over 50,000

70,000 - 100,000 7,125 + 24% of income over 70,000

Over 100,000 14,325 + 27% of income

Non-resident individuals are taxed at 27% on gross income

Table 8.6 - Withholding tax rates on payments to non-resident individuals

Taxable income (RM) Income tax rate

Royalties 10% 1

Rental of moveable properties 10% 1

Technical or management fees 10% 1

Remuneration of public entertainer 15% 1

Interest 15% 1

1 
Rates may vary in accordance with the double tax treaties Malaysia has signed with the countries concerned



40

Rates of tax

A resident individual is taxed on their chargeable 

income at graduated rates ranging from 1% to 27% 

as summarised in Table 8.5 after the deduction of 

personal reliefs.

A non-resident is taxed at a flat rate of 27% on income 

accrued or derived from Malaysia. Personal reliefs are 

not available to non-resident individuals.

Income tax rates for non-residents (including services 

which are of a technical nature and subject to 

withholding tax) are described in Table 8.6.
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New Zealand

Territoriality and residence

In New Zealand, liability to income tax depends on the 

individual’s residence status.  An individual is deemed 

to be a resident if they have a permanent place of 

abode in New Zealand, regardless of whether or not 

they also have a permanent place of abode overseas.

Although the phrase “permanent place of abode” 

is not defined in the New Zealand Income Tax Act, 

case law has determined certain factors that must be 

considered, including the length of time spent in New 

Zealand, history of employment, financial ties and 

immediate family location.

An individual present in New Zealand for more than 183 

days in aggregate in any 12 month period is deemed to 

be a resident from the first day of presence.  Even if the 

individual concerned has a permanent place of abode 

overseas, they may still be regarded as a resident.

To cease residency, the individual must be absent 

from New Zealand for a period (or periods) exceeding 

in aggregate 325 days in any 12 month period.  Non-

residence commences from the first day of absence.

The permanent place of abode test, however, takes 

precedence over all the other provisions.  Consequently, 

an individual whose permanent place of abode is in 

New Zealand, remains a resident despite an absence of 

more than 325 days in a 12 month period.

Gross income

Items of taxable income include:

•	 business profits;

•	 monetary remuneration received by employees 

(salaries, wages, commissions, bonuses);

•	 profits from certain personal property sales (if 

business related);

•	 all payments of New Zealand superannuation, 

income tested benefits and pensions;

•	 attributed foreign income, foreign investment fund 

income;

•	 rents and revenues from land;

•	 royalties, interest, commercial bill redemptions, 

dividends, and annuities;

•	 benefits and accrual income; and

•	 compensation payments made under the Accident 

Compensation Act 1982, the Accident Compensation 

Act 1992, the Accident Insurance Act 1998 and the 

Injury Prevention, Rehabilitation and Compensation 

Act 2001; and.

•	 income derived from any other source whatsoever, 

not of a capital nature.

For a resident, world-wide income is taxable irrespective 

as to whether this has been taxed at source.  Credits are 

available for tax paid overseas in respect of countries 

with which New Zealand has a double taxation 

agreement (DTA).

Taxation of capital gains

New Zealand has no capital gains tax.

Taxation of investment income

Income from investment is often taxed at source. 

Depending on the type, nature, and country of origin, 

investment income will usually be considered taxable.

Income from investments in Australasian equities 

are generally taxable when received. Investments in 

Foreign equities (outside Australasia) are subject to 

Foreign Investment Fund (FIF) rules and can be taxed 

on 5% of their market value at the beginning of the 

tax year regardless of any distributions received. This 

is referred to as the Fair Dividend Rate (FDR) regime.

Terms of employment

Employment in New Zealand is covered by the 

Employment Relations Act 2000 and the Holidays 

Act 2003, and in all instances a formalised detailed 

individual or collective employment contract is 

required.

Exchange control requirements

There are no restrictions on the flow of funds into or 

out of New Zealand.
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Taxation of allowances

There are two types of allowances—benefit allowances 

and reimbursing allowances.

Benefit allowances are generally payments in addition 

to salary and wages, and may include accommodation 

allowances, shift allowances, locality allowances, etc.  

Such an allowance is taxable along with the employee’s 

wages.

Reimbursing allowances are non-assessable and 

usually reimburse employees for expenditure incurred 

in gaining or producing assessable income on behalf of 

the employer in the performance of their job.

Where expenses incurred by an employee on behalf of 

the employer are greater than NZ$50, the employee 

should obtain a tax invoice.  This allows the employer, 

if registered by goods and services tax (GST), to claim 

a GST input tax credit on the expense.

Tax deductions

An amount may be deducted from taxable income by a 

taxpayer if it is:

•	 an allowance for depreciation; or

•	 incurred by the taxpayer in deriving gross income; 

or

•	 necessarily incurred by the taxpayer in the course 

of carrying on a business for that purpose.

Excluded from deductibility is any expenditure or loss 

which is:

•	 of a private or domestic nature;

•	 incurred in deriving exempt income;

•	 incurred in deriving income from employment;

•	 incurred in deriving gross income subject to final 

withholding tax;

•	 of a capital nature for items costing more than 

$500

•	 disallowed as a deduction under any other provision 

of the Act.

Tax rebates

Tax relief by way of rebates is available for:

•	   low income earners (i.e. those earning less than 

NZ$40,000 per annum) 

•	 Working For Families (formally known as family 

support)

•	 children;

•	   housekeeper / childcare; and

•	 donations.

Tax credits

There are three broad categories of tax credits 

including:

•	 credits for tax already paid in New Zealand;

•	 credits for tax paid overseas; and

•	 credits given against tax payable to benefit certain 

taxpayers (i.e. Working For Families tax credits).

Other taxes

Goods and services tax

A goods and services tax (GST) is charged on all 

supplies of goods and services in New Zealand, except 

for limited exempt supplies.  The principal exempt 

supplies are export sales, and financial services.  The 

current rate is 12.5%.

Businesses with an annual turnover of less than 

NZ$60,000 are not required to register.  A registered 

business normally accounts for GST on a two monthly 

basis paying the net of GST charges to customers, less 

GST charged by suppliers and GST paid on imported 

goods.

Fringe benefits tax

New Zealand employers are required to pay fringe 

benefits tax (FBT) on benefits given to their employees 

over and above their salary and wages.  FBT is charged 

at either 49% or 61% on the total taxable benefits 

provided, depending on the employees taxable 

income.

The four main categories of benefits that may be 

subject to FBT are:

•	 motor vehicles;

•	 low interest rate loans;

•	 free, subsidised or discounted goods and services; 

and
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Table 9.1 - Individual income tax rates

Taxable income (NZ$) Income tax rate

Up to $14,000 12.5%

$14,001 - $48,000 21%

$48,001 - $70,000 33%

$70,001 and over 38%

•	 employer contributions to sick, accident or death 

benefits, superannuation schemes and specified 

insurance policies.

KiwiSaver

From 1 July , 2007, the NZ Government introduced 

a voluntary work based savings initiative for New 

Zealand citizens under the age of eligibility for NZ 

Super (currently 65).

Employee contributions are deducted from before tax 

pay at the rate of 2%, 4% or 8%, with compulsory 

employer contributions of 2% from 1 April , 2009. 

Employees who contribute are eligible for a $20 per 

week tax credit, and will also receive a lump sum 

“kickstart” contribution of $1000 into their Kiwisaver 

Account. There are restrictions on access to these 

funds, and further information on the scheme can be 

found on www.kiwisaver.govt.nz.

Lodgement of tax returns

The New Zealand tax year runs from 1 April to 31 March.  

With a  few exceptions, a tax return is required to be 

filed for all or part of this period by residents and non-

residents deriving income from New Zealand by the 

7th of July.  This deadline is extended when the return 

is filed through a tax agent.

Payment of taxes

Employment income, interest and dividend income are 

usually taxed at source.  All other income is assessed 

annually.  There may also be a liability for provisional 

tax based on the previous year’s income.

Rates of tax

Income tax is payable by all residents and by all non-

residents in respect of their income from New Zealand 

sources.  Resident tax rates for the year ended 31 March 

2010 are detailed in Table 9.1.

The tax rate for resident and non resident companies 

is 30%.

Tax rate for qualifying trusts is 33%.
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Pakistan

Taxes Territoriality and residence

The taxation system of Pakistan provides that the tax 

liability of an individual is dependent on the basis of 

their residential status. Residential status is always 

associated with a particular tax year because it may 

change from year to year. An individual shall be a 

resident individual of Pakistan for a tax year if the 

individual:

•	 is present in Pakistan for a period of, or periods 

amounting in aggregate to, 183 days or more in a 

tax year; 

•	 is an employee or official of the Federal Government 

or a Provincial Government (of Pakistan) posted 

abroad in the tax year.

The income of a resident person under a head of income 

shall be computed by taking into account amounts that 

are Pakistan source income and amounts that are 

foreign source income.

The income of a non-resident person under a head of 

income shall be computed by taking into account only 

amounts that are Pakistan source income.

Geographical source of income

1.	 Salary shall be Pakistan source income to the extent 

to which the salary:

•	 is received from any employment exercised in 

Pakistan, wherever paid; or

•	 is paid by, or on behalf of, the Federal Government  

a Provincial Government, or a local authority in 

Pakistan, wherever the employment is exercised.

2.	Business income of a non-resident person shall be 

Pakistan source income to the extent to which it is 

directly or indirectly attributable to:

•	 a permanent establishment of the non-resident 

person in Pakistan;

•	 sales in Pakistan of goods or merchandise of the 

same or similar kind as those sold by the person 

through a permanent establishment in Pakistan; 

•	 other business activities carried on in Pakistan of 

the same or similar kind as those effected by the 

non-resident through a permanent establishment 

in Pakistan;

•	 any business connection in Pakistan; or

•	 where the business of a non-resident person 

comprises the rendering of independent services 

(including professional services and the services 

of entertainers and sports persons), the Pakistan 

source business income of the person shall include 

in addition to any amounts treated as Pakistan 

source as noted above, any remuneration derived 

by the person where the remuneration is paid 

by a resident person or borne by a permanent 

establishment in Pakistan of a non-resident 

person.

3.	 Any gain from the disposal of any asset or property 

used in deriving any Pakistan source business 

income shall be Pakistan source income.

4.	A dividend shall be Pakistan source income if it is 

paid by a resident company.

5.	Profit on debt shall be Pakistan source income if it 

is:

•	 paid by a resident person, except where the 

profit is payable in respect of any debt used for 

the purposes of a business carried on by the 

resident outside Pakistan through a permanent 

establishment; or

•	 borne by a permanent establishment in Pakistan 

of a non-resident person.

6. A royalty shall be Pakistan source income if it is:

•	 paid by a resident person, except where the 

royalty is payable in respect of any right, 

property, or information used, or services utilised 

for the purposes of a business carried on by the 

resident outside Pakistan through a permanent 

establishment; or

•	 borne by a permanent establishment in Pakistan 

of a non-resident person.

7. Rental income shall be Pakistan source income if it 

is derived from the lease of immovable property in 

Pakistan whether improved or not, or from any other 

interest in or over immovable property, including a 

right to explore for, or exploit, natural resources in 

Pakistan.
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8.	Any gain from the alienation of any property or 

right in Pakistan or from the alienation of any share 

in a company the assets of which consist wholly 

or principally, directly or indirectly, of property or 

rights in Pakistan shall be Pakistan source income.

9.	A pension or annuity shall be Pakistan source income 

if it is paid by a resident or borne by a permanent 

establishment in Pakistan of a non-resident person.

10.	A technical fee shall be Pakistan source income if it 

is:

•	 Paid by a resident person, except where the 

fee is payable in respect of services utilised in 

a business carried on by the resident outside 

Pakistan through a permanent establishment; or

•	 Borne by a permanent establishment in Pakistan 

of a non-resident person.

11.	Any gain arising on the disposal of shares in a 

resident company shall be Pakistan source income.

12.	Any amount paid on account of insurance or 

reinsurance premium by an insurance company to 

an oversees insurance or re-insurance company   

shall be deemed to be Pakistan source income.

13.	Any amount not mentioned in the preceding 

paragraphs shall be Pakistan source income if it is 

paid by a resident person or borne by permanent 

establishment in Pakistan of a non-resident person.

14.	 An amount shall be foreign source income to the 

extent to which it is not Pakistan source income.

Under the Income Tax Ordinance 2001 (ordinance) 

Permanent establishment in relation to a person, means 

a place of business through which the business of the 

person is wholly or partly carried on, and includes:

•	 a place of management, branch, office factory or 

workshop, premises for soliciting orders, warehouse, 

permanent sales exhibition or sales outlet, other than 

a liaison office except where the office engages in 

the negotiation of a contracts (other than contracts 

of purchase);

•	 an agricultural, pastoral or forestry property;

•	 a mine, oil or gas well, quarry or any other place of 

extraction of natural resources;

•	 a building site, a construction, assembly or installation 

project or supervisory activities connected with such 

site or project provided that such establishment is 

for a period exceeding 90 days within any 12 month 

period;

•	 the furnishing of services, including consultancy 

services, by any person through employees or other 

personnel engaged by the person for such purpose. 

•	 a person acting in Pakistan on behalf of the person 

other than an agent of independent status acting 

in the ordinary course of business as such, if the 

Table 10.1 - Rates of tax other than salaried income

Rate of tax on individuals and association of persons other than salaried individuals and companies from the year 2008-2009 

Up to Rs.100,000 0%

Rs.100,001 - Rs.110,000 0.5%

Rs.110,001 - Rs.125,000 1.0%

Rs.125,001 - Rs.150,000 2.0%

Rs.150,001 - Rs.175,000 3.0%

Rs.175,001 - Rs.200,000 4.0%

Rs.200,001 - Rs.300,000 5.0%

Rs.300,001 - Rs.400,000 7.5%

Rs.400,001 - Rs.500,000 10.0%

Rs.500,001 - Rs.600,000 12.5%

Rs.600,001 - Rs.800,000 15.0%

Rs.800,001 - Rs.1,000,000 17.5%

Rs.1,000,001 - Rs.1,300,000 21.0%

Rs.1,300,001 and over 25.0%

Provided that where income of a woman taxpayer is covered by this clause, no tax shall be charged if the taxable income does not exceed 

Rs.125,000
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agent-

i)	 has and habitually exercises an authority to 

conclude contracts on behalf of the other 

person;

ii)	has no such authority, but habitually maintains a 

stock-in-trade or other merchandise from which 

the agent regularly delivers goods or merchandise 

on behalf of the other person; or

iii)	any substantial equipment installed, or other 

asset or property capable of activity giving rise 

to income;

•	 any substantial equipment installed, or other asset or 

property capable of activity giving rise to income.

Pakistan has treaties for the avoidance of double 

taxation and fiscal measures with 52 countries. 

These treaties define the concessionary rates and the 

taxability of any income in Pakistan.

Gross income

The total income of a person for a tax year shall be the 

sum of the person’s income under each of the following 

heads of income for the year:

•	 Salary;

•	 Income from property;

•	 Income from business;

•	 Capital gains; and

•	 Income from other sources.

Taxation of capital gains

Capital gains tax applies to capital assets including the 

goodwill of a business, shares, partner’s shares in a 

firm and all other capital assets (excluding immovable 

properties and assets on which depreciation is 

allowable).

The amount of taxable capital gains is computed after 

making the deductions for the cost of acquisition 

and expenditure incurred wholly and exclusively in 

connection with the sale or transfer of the asset.  75% 

of capital gains will be taxable if assets are held for 

more than one year. Capital gains arising from the sale 

of shares of listed companies or other listed securities 

are exempt till 30 June 2010.

Taxation of investment income

Investment income includes income from investments 

in shares, deposits and certificates, etc. Residents are 

required to pay tax on investment income derived from 

sources both inside and outside Pakistan; whereas 

expatriates are only required to pay taxes on income 

derived from within Pakistan. Profits on debts and 

dividends are subject to 10% tax.

Use of overseas companies

There are no restrictions on the use of overseas 

companies; however such usage is not beneficial to 

expatriates because there are anti avoidance provisions 

in the Ordinance which provide controls over transfer 

pricing and transactions between associates.

Terms of employment

It is beneficial for an expatriate to obtain employment 

contracts.  This will not only ensure their protection 

under civil codes, but also help the taxing authority 

in assessing their income for tax purposes as this 

document is normally to be presented before them.

Exchange control requirements

The exchange control regulations are subject to Foreign 

Exchange Regulations of State Bank of Pakistan (SBP) 

and other relevant laws.

However, non-residents are allowed to trade freely in 

shares quoted on the Stock Exchanges in Pakistan. 

For this purpose, non-residents will be required to 

open “Special Convertible Rupee Account” with any 

Authorised Dealer in Pakistan. Such accounts can be 

fed by remittances from abroad or by transfers from 

foreign currency accounts maintained by the non-

resident investor in Pakistan. The balance available 

therein can be used for purchase of any share quoted 

on the Stock Exchange. Payment for such purchases 

may be debited to the account on production of stock 

broker’s memo showing sale of shares to the account 

holder and disinvestments proceeds may be credited 

provided evidence of the sale price in the shape of stock 

broker’s memo is produced. The fund available in such 

special accounts can be transferred outside Pakistan 

or credited to a foreign currency account maintained 

in Pakistan at any time without prior approval of the 
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State Bank. These accounts can also be credited with 

dividend income. Transfers from one such account to 

another may also be made in case of transfer of shares 

between the two account-holders. 

Non-resident spouse

In Pakistan, a spouse is treated as a separate individual 

for tax purpose. In the case of non resident spouse, 

tax implications will not arise unless that spouse earns 

taxable Pakistan source income.

Taxation of allowances

Allowances received by an expatriate employee are 

included in their total income and are subject to tax.  

These allowances are generally taxable and their 

treatment is the same as in the case of a resident.  

Reimbursement of expenses related to the relocation 

of an employee by the employer and reimbursement of 

medical expenses is not subject to tax; provided valid 

receipts are produced.

Tax deductions

An expatriate enjoys the same level of deductions 

as a resident.  There are no specific or additional tax 

deductions available to a non-resident.

Limited deductions are available in the case of 

contributions to a recognised provident fund, life 

insurance premiums and donations to recognised 

charitable institutions.

Tax rebates

The following tax rebates are available to both residents 

and non-residents:

•	 Zakat;

•	 Workers’ Welfare Fund;

•	 Workers, Participation Fund.

Tax credits

Where a resident taxpayer derives foreign source 

income chargeable to tax under Income Tax Ordinance 

2001 in respect of which the taxpayer has paid foreign 

income tax, the taxpayer shall be allowed a tax credit 

of an amount equal to the lesser of:

•	 the foreign income tax paid; or

•	 the Pakistan tax payable in respect of the income. 

Exemptions

Foreign government officials

Any salary received by an employee of a foreign 

government as remuneration for services rendered to 

such government shall be exempt from tax provided 

that:

•	 the employee is a citizen of the foreign country and 

not a citizen of Pakistan;

•	 the services performed by the employee are of a 

character similar to those performed by employees 

of the Federal Government in foreign countries; 

and

•	 the foreign government grants a similar exemption 

to employees of the Federal Government performing 

similar services in such foreign country.

Exemption under international agreements include:

•	 Any Pakistan source income which Pakistan is not 

permitted to tax under a tax treaty shall be exempt 

from tax under the Ordinance;

•	 Any salary received by an individual (not being a 

citizen of Pakistan) shall be exempt from tax under 

the Ordinance to the extent provided for in an 

Aid Agreement between the Federal Government 

and a foreign government or public international 

organisation, where:

i)	 the individual is either not a resident individual 

or a resident individual solely by reason of 

the performance of services under the Aid 

Agreement;

ii)	 if the Aid Agreement is with a foreign country, 

the individual is a citizen of that country; and

iii)	the salary is paid by the foreign government or 

public international organisation out of funds or 

grants released as aid to Pakistan in pursuance of 

such Agreement.

•	 Any income received by a person (not being a citizen 

of Pakistan) engaged as a contractor, consultant, or 

expert on a project in Pakistan shall be exempt from 

tax under this Ordinance to the extent provided for 
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in a bilateral or bilateral or multilateral technical 

assistance agreement between the Federal 

Government and a foreign government or public 

international organization, where:

i)	 the project is financed out of grant funds in 

accordance with the agreement;

ii)	 the person is either a non-resident person 

or a resident person solely by reason of the 

performance of services under the agreement; 

and

iii)	the income is paid out of the funds of the grant in 

pursuance of the agreement.

Foreign sourced income of short-term resident 
individuals

The foreign sourced income of an individual:

•	 who is a resident individual solely by reason of the 

individual’s employment; and

•	 who is present in Pakistan for a period or periods 

not exceeding three years,

Shall be exempt from tax under the Ordinance, except 

where:

•	 income is derived from a business of the person 

established in Pakistan; or

•	 any foreign source income brought into or received 

in Pakistan by the person.

Other taxes

There are no other direct taxes payable by the 

expatriates.

Lodgement of tax returns

Individual tax returns must be lodged on or before 30 

September each year.  The spouse of an expatriate is 

required to file a separate return of assessable income 

if income has been separately derived.

Table 10.2 - Rates of tax on salaried income

Rate of tax on salaried income from the year 2008-2009 

Up to Rs.180,000 0.00%

Rs.180,001 - Rs.250,000 0.50%

Rs.250,001 - Rs.350,000 0.75%

Rs.350,001 - Rs.400,000 1.50%

Rs.400,001 - Rs.450,000 2.50%

Rs.450,001 - Rs.550,000 3.50%

Rs.550,001 - Rs.650,000 4.50%

Rs.650,001 - Rs.750,000 6.00%

Rs.750,001 - Rs.900,000 7.50%

Rs.900,001 - Rs.1,050,000 9.00%

Rs.1,050,001 - Rs.,1,200,000 10.0%

Rs.1,200,001 - Rs.1,450,000 11.0%

Rs.1,450,001 - Rs.1,700,000 12.5%

Rs.1,700,001 - Rs.1,950,000 14.0%

Rs.1,950,001 - RS.2,250,000 15.0%

Rs.2,50,001 - Rs.2,850,000 16.0%

Rs.2,850,001 - Rs.3,550,000 17.5%

Rs.3,550,001 - Rs.4,550,000 18.5%

Rs.4,550,001 - Rs.8,650,000 19.0%

Rs.8,650,001 and over 20.0%

Provided that where income of a woman taxpayer is covered by this clause, no tax shall be charged if the taxable income does not exceed 

Rs.240,000
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Payment of taxes

Tax payable may either be deducted at source 

(calculated and deducted on a monthly basis) or paid 

with the tax return.

It is necessary for every employer making any payment 

in respect of taxable salary to deduct tax.  This tax 

must be deducted every month and deposited in the 

Government Treasury Account.

Presumptive tax

Presumptive tax means the deductions made on 

payments received is deemed to be the final discharge 

of tax liability.  This applies to:

•	  the supply of goods;

•	 providing of services

•	  the execution of contracts;

•	 brokerage and commission income

•	 rental income

•	  dividends received (taxed at 10%); and

•	  interest received from a bank (taxed at 10%).

In the case of a fee received by a non-resident for 

technical services rendered, an annual statement (30 

September) of the fee received must be filed.  The rate 

of tax is 15% and is treated as a final discharge of tax 

liability.

Rates of Tax

For rates of tax refer to Tables 10.1 and 10.2.

Tax Reduction

The tax payable by a full time teacher or a researcher, 

employed in a non-profit education or research 

institution duly recognised by the Higher Education 

Commission, a Board of Education or a University 

recognised by the Higher Education Commission, 

including government training and research institution, 

shall be reduced by an amount equal to 75% of tax 

payable on their income from salary.
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Philippines

Territoriality and residence

Under Philippine tax law, foreign nationals who come 

to the Philippines are divided into two classes: resident 

aliens and non-resident aliens.

A resident alien is a person who is not a citizen of the 

Philippines but residing within the Philippines. Foreign 

individuals, who have stayed in the Philippines for more 

than one year from date of arrival, also belong in this 

group.

Non-resident aliens are foreign individuals whose 

residences are not within the Philippines. Non-resident 

aliens are further classified as follows:

•	 Those engaged in trade or business within the 

Philippines (NRAETB) 

	 Those who have stayed within the Philippines for 

more than 180 days during the taxable year shall be 

deemed a non-resident alien doing business in the 

Philippines. A non-resident alien, who is engaged in 

trade or business and has business income in the 

Philippines, also belongs in this group. Expatriates 

assigned in the Philippines for a definite period are 

generally regarded as non-residents engaged in 

trade or business in the Philippines.

•	 Those NOT engaged in trade or business within the 

Philippines (NRANETB)

	 They are non-resident foreign individuals who have 

stayed within the Philippines for only 180 days or 

less, and have no business income derived within 

the Philippines.

Special aliens are those taxed lower than that applicable 

to non-resident aliens not engaged in trade or business 

in the Philippines because of their special employment 

contracts. They are further classified as follows:

•	 aliens employed by regional or area headquarters 

and regional operating headquarters of multinational 

corporations;

•	 aliens employed by petroleum service contractors 

and subcontractors; and 

•	 aliens employed by offshore banking units. 

Resident aliens are taxed on their net taxable 

compensation income from Philippine sources based 

on graduated rates ranging from 5% to 32%. 

Most expatriates are classified as resident aliens 

because of their fixed period of employment in the 

Philippines. As such, their income derived from within 

the Philippines shall be similarly treated with those of 

citizens of the Philippines, i.e. subject to graduated 

rates of tax on individuals ranging from 5% to 32%, 

unless they fall under the category of special aliens 

as described above, in which case the 15% final 

withholding tax based on gross income without the 

benefit of deduction, shall apply. 

The employer is required to deduct and withhold the 

amount of income tax imposed from the salaries and 

wages of expatriates.

As resident aliens, expatriates are also subject to 

final taxes on passive income derived from Philippine 

sources, which includes dividends, interest, royalties, 

annuities, winnings and prizes, and to a capital gains 

tax on the sale of real property classified as capital 

asset and shares of stock not traded through a local 

Stock Exchange.

A non-resident alien engaged in trade or business 

in the Philippines is taxed in the same manner as 

a resident alien on income derived from Philippine 

sources. However, a final tax of 20% is imposed on 

dividends received from a domestic company, shares 

in the net profit of a partnership, interest, royalties 

and winnings. Royalties on books, literary works and 

musical compositions are subject to a final tax of 10%.

A non-resident alien not doing business in the 

Philippines is subject to a 25% final tax on their gross 

income received from all sources within the Philippines, 

except for capital gains realised from the sale of shares 

of stock of any domestic company and real property, 

which shall be taxed at the rates provided for on the  

“Taxation of capital gains”.

Generally, aliens employed by regional or regional 

operating headquarters established by multinational 

companies, offshore banking units and petroleum 

service contractors are liable to a tax equal to 15% of 

their gross income.

Interest income received from Philippine currency bank 

deposits or any other monetary benefit from deposit 
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substitutes, trust fund and similar arrangements shall 

be subject to a 20% final tax.

Dividends received by citizens and resident alien 

individuals from a domestic company are subject to a 

final tax of 10%. 

Dividends from a domestic company and interest 

income received by non-residents aliens engaged 

in trade or business in the Philippines are subject to 

withholding tax at the rate of 20% on the total amount 

thereof.

Gross income

In general, the gross income encompasses all income 

from whatever source derived, including, but not 

limited to:

•	 compensation for services (including fees, salaries, 

wages, commissions and similar items);

•	 gross income derived from business or the practice 

of a profession;

•	 gains derived from dealings in property;

•	 interest;

•	 rents;

•	 royalties;

•	 dividends;

•	 annuities;

•	 prizes and winnings;

•	 pensions; and

•	 partner’s distributive share from the net income of 

the general professional partnership.

Resident aliens and non-resident aliens (whether or 

not engaged in trade or business in the Philippines) are 

taxed only on income derived from Philippine sources.

Gains from the sale of shares of stock in a domestic 

company are treated as derived entirely from Philippines 

sources, regardless of where the said shares are sold.

At present, the Philippines have tax treaties with 35 

countries. Generally, these tax treaties contain a 

common provision which provides that all remuneration 

received by a foreign national from labour and personal 

services performed as an employee shall be exempt 

from Philippine income tax.

This is conditional, however, upon individuals being 

present in the Philippines for less than 180 days in 

a taxable year, and their employer meeting other 

conditions set forth in the provision.

Taxation of capital gains

Capital gains realised from the sale of shares of stock 

in domestic companies not traded through a local stock 

exchange are taxed at 5% for the first P100,000 and 

10% for the amount in excess of P100,000.

The sale or disposition of shares of stock listed and 

traded through a local Stock Exchange and shares of 

stock sold through initial public offering are subject 

to percentage tax equivalent to 1/2 of 1% of the gross 

selling price or total consideration, whichever is 

higher. 

Capital gains realised from the sale of real properties 

located in the Philippines classified as capital assets are 

taxed at the rate of 6%, based on the gross selling price 

or prevailing fair market value, whichever is higher.

Taxation of investment income

Resident and non-resident aliens are subject to income 

tax only on their Philippine source income hence 

interest, dividends and royalty income received by 

them from foreign sources are not subject to tax in the 

Philippines.

Use of overseas companies

There are no rules which deal directly with the use 

by an expatriate of a company structure to effect the 

alienation of personal income.

Terms of employment

It is advisable for the expatriate to secure a written 

employment contract to guarantee protection under 

Philippine labour laws.

A formal employment contract is an indispensable 

requirement in securing an alien employment permit. It 

is necessary that the expatriate’s employment contract 

include clauses on the amount of wages received and 

other benefits considered as compensation subject to 

withholding tax.
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De minimis benefits are facilities and privileges of 

relatively small value furnished or offered by employers 

to their employees. 

The following shall be considered as “de minimis” 

benefits not subject to income tax, hence, not subject 

to withholding tax on compensation income of both 

managerial and rank and file employees: 

•	 Monetised unused vacation leave credits of 

employees not exceeding ten days during the year 

and the monetised value of leave credits paid to 

government officials and employees; 

•	 Medical cash allowance to dependents of employees 

not exceeding P750 per employee per semester or 

P125 per month; 

•	 Rice subsidy of P1,500 or one sack of 50kg rice per 

month amounting to not more than P1,500; 

•	 Uniforms and clothing allowance not exceeding 

P4,000 per annum; 

•	 Actual yearly medical benefits not exceeding 

P10,000 per annum; 

•	 Laundry allowance not exceeding P300 per month; 

•	 Employees achievement awards, i.e. for length of 

service or safety achievement, which must be in the 

form of a tangible personal property other than cash 

or gift certificate, with an annual monetary value 

not exceeding P10,000 received by the employee 

under an established written plan which does not 

discriminate in favour of highly paid employees; 

•	 Gifts given during Christmas and major anniversary 

celebrations not exceeding P5,000 per employee 

per annum; 

•	 Flowers, fruits, books, or similar items given to 

employees under special circumstances, i.e. on 

account of illness, marriage, birth of a baby, etc; 

and 

•	 Daily meal allowance for overtime work not 

exceeding 25% of the basic minimum wage. 

The amount of ‘de minimis’ benefits conforming to 

the ceiling herein prescribed shall not be considered 

in determining the P30,000 ceiling of ‘other benefits’ 

excluded from gross income. Provided that, the excess 

of the ‘de minimis’ benefits over their respective 

ceilings shall be considered as part of ‘other benefits’ 

and the employee receiving it will be subject to tax only 

on the excess over the P30,000 ceiling.

Taxation of allowances

In general, allowances of all kinds (i.e. living away 

from home, dislocation and other allowances), which 

are received by expatriate employees in addition 

to their fixed salary, are regarded as part of taxable 

compensation income subject to withholding tax.

It would be advisable to reimburse the expatriate for 

their moving expenses rather than pay an allowance, but 

only to the extent of the expenses actually incurred for 

relocation. Any amount exceeding the actual expense 

will constitute taxable income for the expatriate.

Tax deductions

To arrive at the taxable income of a resident alien 

earning purely compensation income, basic personal 

exemptions are allowed as deductions as described in 

Table 11.1.

Non-resident aliens engaged in trade or business in the 

Philippines are entitled to a personal exemption in the 

amount allowed by the income tax law of their country, 

but not exceeding the amounts of basic personal 

exemptions fixed for Philippine residents.

Premium payments for health and/or hospitalisation 

insurance taken for expatriates and their family which 

do not exceed P2,400 per family (or P200 a month) 

during a taxable year are allowed as deductions, 

provided that the expatriate’s family has a gross income 

of not more than P250,000 per year. Provided further, 

that in the case of married taxpayers, only the spouse 

claiming the additional exemption for dependents shall 

Table 11.1 - Personal exemptions

Taxpayer Allowance (Pesos)

Single individual or married individuals judicially declared as legally separated  

with no qualified dependents

50,000

Head of the family 50,000

Each married individual deriving taxable income in the Philippines 50,000
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be entitled to this deduction.

The 13th month pay and other benefits (such as 

productivity incentives and Christmas bonuses) are 

excluded from gross income and thus exempt from 

taxation, provided the total exclusion of such benefits 

does not exceed P30,000.

Tax rebates

An additional exemption of P25,000 is granted for each 

additional dependant who lives with the expatriate, 

provided that the total number of dependents for 

which additional exemptions may be claimed shall not 

exceed four.

In the case of married individuals who both derive 

taxable income in the Philippines, this additional 

exemption may be claimed only by one of the spouses. 

For legally separated spouses, the additional exemption 

may be claimed by the spouse who has custody of the 

child or children.

Tax credits

Resident and non-resident aliens are not entitled to 

claim tax credits for taxes paid to foreign countries. 

It must be taken into consideration that both resident 

and non-resident aliens are not taxed on their foreign-

source income.

Other taxes

Coverage under the social security system is compulsory 

for all individuals who carry on any trade or business 

activity in the Philippines, except for citizens of Austria, 

Belgium, Canada, France, Korea, Netherlands, Quebec, 

Spain, Switzerland and United Kingdom, with which the 

Philippines has existing social security conventions. In 

Table 11.2 - Final withholding tax at source

Types of Income Payment

Income payee 

Individuals

Res. Citizen/ 

Res. Alien

Non res. alien 

engaged in business

Non res. alien not 

engaged in business

Interest in bank deposits

Peso 20% 20% 25%

Other currency 7.5% 20% 25%

Other currency under the expanded foreign currency deposit 

system

7.5% Exempt Exempt

Yield / interest on long term deposits

Holding period is less than 5 years 5% 5% 25%

Holding period is 3 years to less than 4 years 12% 12% 25%

Yield on deposit substitute trust funds 20% 20% 25%

Prize exceeding P10,000; winnings 20% 20% 25%

Royalties

On books, literary, works and musical compositions 10% 10% 25%

On other properties (like oil, mines) 20% 20% 25%

Cash / property dividends; share of an individual partner in the 

net income of a partnership (except professional partnership) for 

individuals only

10% 20% 25%

Capital gains on sale of real property 6% 6% 6%

Compensation of employees of regional headquarters, regional 

operating headquarters, representative office, offshore banking 

units

15% 15% 15%

Foreign service petroleum contractors and subcontractors 15% 15% 15%

Fringe benefits tax 32% or 15% 32% or 15% 25%
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such cases, a request for exemption will be filed with 

the Philippine Social Security authorities.

Also covered are those self-employed and those 

employed in the private sector who are not over 60 

years of age, regardless of citizenship, nature and 

duration of employment and the manner of payment 

or source of compensation..

Lodgement of tax returns

An individual’s financial year is the calendar year. Their 

annual income tax return must be filed on or before 15 

April of each year, covering income for the preceding 

taxable year.

Married individuals are required to file one consolidated 

income tax return, but where it is impracticable to do 

so, each spouse may file a separate income tax return 

subject to consolidation by the Bureau of Internal 

Revenue. The spouses are required to compute 

separately the tax due on their respective incomes.

Individual taxpayers earning purely compensation 

income are no longer required to file an annual income 

tax return provided that their employers have been 

correctly withholding the tax on their salary, meaning 

that their tax due for the year is equal to the tax 

withheld and paid by the employer.

Payment of taxes

Employers are required to deduct and withhold the 

employee’s monthly income tax at source and remit 

the same to an authorised agent bank not later than 

the tenth day of the following month.

The employer shall issue a “certificate of income tax 

withheld on compensation” which must be given to the 

employee on or before 31 January of the succeeding 

year.

The withholding tax return, whether creditable or final 

(including final withholding taxes referred to in Table 

11.2 on interest from any currency bank deposit and 

yield or any other benefit from deposit substitutes 

and from trust funds and similar arrangement), shall 

be filed and payments should be made within ten days 

after the end of each month. For those enrolled in 

electronic filing and payment system, the due date is 

generally five days later. 

Rates of tax

Individual rates of tax are detailed in Table 11.3.

Table 11.3 - Individual income tax rates

Taxable income range (Pesos) Income tax rate (Pesos)

Up to 10,000 5%

10,001 - 30,000 500 + 10% of the excess over 10,000

30,001 - 70,000 2,500 + 15% of the excess over 30,000

70,001 - 140,000 8,500 + 20% of the excess over 70,000

140,001 - 250,000 22,500 + 25% of the excess over 140,000

250,001 - 500,000 50,000 + 30% of the excess over 250,000

Over 500,000 125,000 + 32% of the excess over 500,000
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Singapore

Tax Jurisdiction

Singapore imposes tax on income “accruing in or 

derived from Singapore or received in Singapore from 

outside Singapore”. With effect from 1 January 2004, 

all foreign-sourced income received in Singapore 

by resident individuals are exempt from tax, unless 

the foreign-sourced income is received through a 

partnership in Singapore.  For foreign-sourced income 

received by resident partners of a partnership in 

Singapore, tax exemption is granted only on foreign-

sourced dividends, foreign branch profits and foreign-

sourced service income that are remitted into Singapore 

on or after 1 January 2004 provided: 

a)	 the highest corporate tax rate of the foreign tax 

jurisdiction from which income is received is at least 

15% in the year the income is received, 

b)	the foreign income had been subjected to tax in that 

foreign tax jurisdiction, and 

c)	 the Comptroller of Income Tax is satisfied that the 

tax exemption would be beneficial to the tax resident 

individual.

Resident partners of a partnership in Singapore will be 

exempted from tax on all their foreign-sourced income 

accrued on or before 21 January 2009 and received in 

Singapore from 22 January 2009 to 21 January 2010 

(both dates inclusive).  Conditions (a) and (b) stated 

above are also temporarily lifted during this one-year 

exemption period.  This temporary liberalisation is to 

help businesses make the best use of all their sources 

of funds (including prior years’ foreign-sourced income 

currently kept outside Singapore) to meet their business 

financing needs in Singapore during the current period 

of tight credit.

Tax Resident

For Singapore income tax purposes, individuals are 

considered to be Singapore tax residents if they 

physically reside or exercise employment (other than 

as company directors) in Singapore for 183 days or 

more in a calendar year.

If an expatriate is employed in Singapore for a period 

covering three consecutive years of assessment, 

it is the practice of the Inland Revenue Authority 

of Singapore (“IRAS”) to regard the expatriate as 

a Singapore resident for the entire three years of 

assessment (this is commonly known as 3-year 

administrative concession).  It does not matter whether 

the quantitative test has been met for the first and 

third year of assessment.  Another concession (known 

as the 2-year administrative concession), which applies 

to individuals who have entered Singapore from 1 

January 2007, is also available.  Under this concession, 

so long as individuals reside or work in Singapore (other 

than as company directors or public entertainers) for 

a continuous period of at least 183 days, they will be 

considered Singapore residents for the two years of 

assessment. 

Tax residents are subject to tax on their taxable income 

at progressive tax rates ranging from 0% to 20%, after 

the deduction of personal reliefs. 

Employment income

Any salaries, wages, leave pay, commissions, bonus, 

gratuity, pension, perquisite or allowances paid or 

granted in respect of the employment exercised 

in Singapore, whether in money or otherwise, are 

assessable to Singapore income tax.

IRAS generally regards the place where the employment 

services are performed as an important factor in 

determining the source of employment income.  The 

party with which the contract is signed, the party who 

is bearing the remuneration, and for whose benefit the 

employee is working for are some of the other relevant 

factors IRAS may take into account in determining the 

source of employment income.

Fringe benefits provided to employees are taxable in 

the hands of the employees. These include education 

benefits, lodging and accommodation, expatriate home 

leave passage, car benefits, life insurance premiums, 

share option rights, cash long service awards, overseas 

pension contribution, etc.

An employee can claim certain expenses that were 

incurred in the course of exercising employment. 

Some of the expense items that employees can claim 

against their employment income include travelling 

expenses, entertainment expenses and professional 

subscriptions. However, the onus is on employees 

to prove to IRAS that the expenses are necessarily 

incurred in the discharge of their duties.
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Allowances vs Reimbursements

Fixed allowances are subject to tax while reimbursements 

of expenses incurred for business purposes are not. 

Any benefits-in-kind (i.e. benefits provided by an 

employer in place of cash) are taxable, unless they are 

specifically exempted from income tax or covered by 

administrative concessions granted by the Comptroller 

of Income Tax.  For example, where transport or 

overtime meal allowances are paid to employees for 

working beyond official office hours, IRAS has clarified 

that the allowances are not taxable provided this 

allowance policy is generally available to all staff.

Employee Stock Option Plans (“ESOP”)  

Stock options/grants given to employees while they 

are exercising employment in Singapore constitute a 

taxable benefit to the employees.  The benefit will be 

subject to tax when the employee exercises the option 

and the taxable value is the open market price of the 

stock at the date the option is exercised, less any 

amount paid for by the employee.  

A deemed exercise rule will apply for individuals who 

are (a) not Singapore citizens or Singapore Permanent 

residents and (b) Singapore Permanent residents 

leaving Singapore permanently. 

Interest income

Interest income received by a tax resident individual 

from standard savings, current and fixed deposit 

accounts in Singapore will be exempt from tax.  This 

takes effect from the Year of Assessment 2006.  

Interest income derived from other sources, including 

share of interest income derived by a partnership and 

distributed to the partners are subject to Singapore 

income tax.  Foreign-sourced interest income accrued 

to resident partners of a partnership in Singapore on 

or before 21 January 2009 and received in Singapore 

from 22 January 2009 to 21 January 2010 (both dates 

inclusive) will be tax exempt.  

Taxation of other Singapore sourced income

Other income that are accrued in or derived from 

Singapore form part of an expatriate’s chargeable 

income and will be taxed accordingly (based on 

progressive individual income tax rates if the 

expatriate is regarded as a tax resident for that year 

of assessment).

Losses transferred and carried back 

Individuals can transfer their excess business losses, 

capital allowances and donations, as well as rental 

deficit, to their spouse for set off against the spouse’s 

income (or taxable rental income in the case of transfer 

of rental deficit) for the year. With effect from the 

Year of Assessment 2006, individuals can also carry 

back their current year unutilised trade losses and 

capital allowances to offset against their income for 

the immediate preceding year of assessment up to a 

maximum of S$100,000.  For the Years of Assessment 

2009 and 2010, the carry-back relief system is enhanced 

to allow carry-back of current year unabsorbed capital 

allowances and unabsorbed trade losses of up to 

$200,000 for set-off against assessable income of 

three immediate preceding years of assessment.

Personal Relief

Every resident individual is entitled to claim personal 

reliefs which include:

•	 earned income relief of S$1,000 (for individuals 

below 55 years old during the basis period of a year 

of assessment).  The relief is increased to S$3,000 

for individuals who are 55 to 59 years old, and to 

S$4,000 for those who are 60 years old and above;

•	 wife relief of S$2,000 is if the wife’s annual income 

is not more than S$2,000.  Wife relief also applies 

to alimony or maintenance paid to a wife or an ex-

wife. The relief will be S$2,000 or actual payment, 

whichever is lower;

•	 child relief of S$4,000 (S$2,000 for Year of 

Assessment 2008 and before)  per  child is available 

if the unmarried child maintained by the individual 

is: 

•	 under 16 years of age; or 

•	 studying full time at a university, college or 

school during the year if the child is 16 years old 

and above; and

•	 not having annual income of more than S$2,000.

•	 relief on compulsory employee contributions to the 

Central Provident Fund (“CPF”); 

•	 relief on insurance premiums paid by taxpayers 

on their own or their wives’ life assurance policies, 

provided the total compulsory employee CPF 

contribution does not exceed S$5,000 (however, 

the premiums deductible shall not exceed 7% of 

the capital sum secured on death from such policy, 

and the total life insurance relief is the difference 

between S$5,000 and the CPF contribution);

•	 course fees of up to S$3,500 (if the courses taken 
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would lead to approved academic, professional or 

vocational qualifications);

•	 twice the amount of foreign maid levy paid for one 

maid is allowed to a working married woman against 

her earned income taxable in her own name subject 

to certain conditions.

Non-tax Resident

Non-residents employees are taxed on remuneration 

derived from employment in Singapore at 15% while 

non-resident directors are subject to withholding tax 

at 20% on their remuneration and directors’ fees. 

Other Singapore-sourced income is taxed at 20%. Non-

resident individuals are not entitled to personal relief.

Where  non-residents exercise employment in Singapore 

for less than 60 days, their employment income is 

exempt from tax. If the non-resident is a tax resident 

of a treaty country and the period of employment does 

not exceed a certain number of days provided in the 

tax treaty, the non-resident will not be subject to tax 

in Singapore. Such treatments do not apply to a non-

resident director. 

As of 24 March 2009, Singapore has concluded 

60 Comprehensive Avoidance of Double Taxation 

Agreements.

Interest received by non-resident individuals accruing 

from deposits with approved banks and finance 

companies in Singapore and remittances of overseas 

income are not taxable.  

Area representatives

An employee of a non-resident employer may be 

granted the tax status of an area representative if the 

following criteria are met:

•	 the employee is based in Singapore for geographical 

convenience and required to travel outside Singapore 

in the course of work;

•	 the employee’s remuneration is paid by the non-

resident employer and is not charged to the accounts 

of a permanent establishment of the non-resident 

employer in Singapore.

Area representatives will be assessed to tax as 

follows:

•	 only the amount of income which is attributable to 

the number of days spent in Singapore during the 

year; and

•	 as tax resident individuals, they are entitled to claim 

personal reliefs.  

Not Ordinarily Resident (“NOR”) Scheme 
for Employees

With effect from the Year of Assessment 2003, an 

individual may apply for the NOR status with effect 

from a Year of Assessment, if the following conditions 

are satisfied:

a)	 the individual is a tax resident for that Year of 

Assessment; and

b)	the individual is not a tax resident for the three Years 

of Assessment before that Year of Assessment.

Benefits of NOR status

•	 Once the application is approved, the individual 

will be granted the NOR status for five consecutive 

Years of Assessment;

•	 NOR individuals may enjoy the benefit of being 

subject to Singapore income tax only on their 

income attributable to the number of days they 

spend in Singapore. However, the minimum level of 

Singapore tax payable is 10% of their total Singapore 

employment income.  NOR individuals qualify for 

this tax concession if they spend more than 90 days 

in a calendar year outside Singapore for business 

purposes and their total Singapore employment 

income must be at least S$160,000.  

•	 NOR individuals qualify for tax exemption of 

employer’s contribution to their non-mandatory 

overseas pension fund or social security scheme if 

their employer does not claim a tax deduction for 

the contribution and if NOR individuals derivesa 

minimum Singapore employment income of 

S$160,000 annually, and are not Singapore citizens 

or permanent residents.

Social Security Payment

Contributions to CPF are mandatory for employees 

who are either citizens or permanent residents of 

Singapore.

The employees’ contribution is based on 5% to 20% of 

their gross emoluments depending on the employee’s 
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age. The employer is also required to contribute a 

corresponding 5% to 14.5% thereof. The monthly 

salary ceiling for statutory contribution is capped at 

S$4,500 from the year 2006. 

Both the employee and employer are entitled to claim 

a tax deduction for the contributions so long as the 

contributions are within the statutory rates.

Supplementary Retirement Scheme 
(“SRS”)

The SRS allows Singaporeans and foreigners or their 

employers to make contributions to the employees’ 

SRS accounts to cater for the employees’ retirement 

needs in addition to their contributions to the CPF. SRS 

contributions are based on the individual’s income for 

the preceding year.  Tax relief is allowed to Singapore tax 

residents in the year of assessment following the year 

of contribution on the actual SRS contributions made 

within specified limits by them or by their employers.  

The rates of contributions are 15% for Singaporeans 

and Singapore permanent residents, and 35% for 

foreigners, subject to capping. Any contribution to the 

employees’ SRS accounts by the employer is taxable 

on the employees.  Taxes will be levied on withdrawals 

from the scheme.

Taxation of Capital Gains

Singapore does not tax capital gains. If a taxpayer is 

in the business of dealing in investments, shares or 

properties, IRAS would treat the gains derived from 

the disposal of the investments, shares or properties,  

as revenue gains and subject such gains to income tax 

accordingly.

Exchange Control Requirements

There are no exchange control requirements.

Estate Duty

There is no estate duty payable for deaths on or after 

15 February 2008.

For deaths before 15 February 2008, estate duty is 

levied on the market value of all assets (moveable and 

immoveable) in Singapore and moveable assets outside 

Singapore if the deceased is domiciled in Singapore. If 

the deceased is not domiciled in Singapore, only the 

immovable assets in Singapore are subject to estate 

duty. 

On the first S$12 million of dutiable assets, 5% estate 

duty is payable. For amounts in excess of S$12 million, 

10% estate duty is payable. Residential properties 

with an aggregate value up to S$9 million and other 

assets with an aggregate value up to S$600,000 are 

exempted from estate duty. 

Lodgement of tax returns

Singapore adopts the preceding year basis of taxation. 

The income to be reported for a Year of Assessment 

(which is a calendar year) refers to the income for 

the preceding calendar year. Income tax returns must 

be submitted by 15 April each year. For example, 

employment income earned by an individual for 

the calendar year ended 31 December 2008 should 

be reported for Year of Assessment 2009 and the 

tax return for this Year of Assessment should be 

submitted by 15 April 2009.  With effect from the Year 

of Assessment 2005, married couples must file their 

tax returns separately. There is no requirement to opt 

for a separate assessment as a separate assessment 

will be automatically granted. 

Assessment of tax 

Currently, there is no requirement for employers to 

withhold taxes from an individual’s monthly salary. 

Individuals are required to report their total income 

accruing in or derived from Singapore for the preceding 

calendar year in their tax returns by 15 April of the 

Year of Assessment. All taxes must be paid within a 

month from the notice of assessment issued by IRAS. 

The payment of taxes can be arranged by monthly 

instalments. Any objection to the assessment must 

also be lodged with IRAS within 30 days from the date 

of the notice of assessment.

Permanent cessation of employment in 
Singapore

When non-Singapore citizen individuals cease or are 

about to cease employment in Singapore or leave 

Singapore, they are required to seek tax clearance 

from IRAS through their employer. This is to ensure 

that non-Singapore citizen individuals pay all the taxes 

on their income before leaving Singapore.
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The employer is required to withhold any monies due 

to the employee from the day of notification of the 

cessation until tax clearance has been granted.   

Rates of tax

The progressive income tax rates for individual tax 

residents are as indicated in Table 12.1.

Table 12.1 - Rates of tax

Taxable income range (S$) Income tax rate (S$)

Up to $20,000 0%

$20,001 - $30,000 3.5% in excess of $20,000

$30,001 - $40,000 $350 + 5.5% in excess of $30,000

$40,001 - $80,000 $900 + 8.5% in excess of $40,000

$80,001 - $160,000 $4,300 + 14% in excess of $80,000

$160,001 - $320,000 $15,500 + 17% in excess of $160,000

Over $320,000 $42,700 + 20% in excess of $320,000
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•	 remuneration for services rendered within ROC 

territory, provided that this shall not apply to 

remuneration obtained from an employer outside 

ROC territory by an individual not residing in the 

ROC but staying in the ROC for a period of not more 

than 90 days during a taxable year;

•	 interest received from various levels of the ROC 

government, from juridical persons within ROC 

territory, and from individuals residing in the ROC;

•	 rental income from lease of properties situated 

within ROC territory;

•	 royalties from patents, trademarks, copyrights, 

secret formulas, and franchises by virtue of their 

being made available for use by other persons within 

ROC territory;

•	 gain from the sale of properties within ROC 

territory;

•	 remuneration for services rendered by government 

employees stationed abroad;

•	 profits from the operation of industrial, commercial, 

agricultural, forestry, fishery, animal husbandry, 

mining and metallurgical enterprises within the 

territory of the ROC;

•	 prizes awarded to winners of contests or lotteries 

held in the ROC; and

•	 any other income obtained within the territory of 

the ROC.

Taiwan

Territoriality and residence

An individual resident for more than 183 days in the tax 

year qualifies as a resident for income tax purposes.  

Resident and non-resident individuals are taxed on 

salary and wages income, interest and dividends as 

detailed in Table 13.1.

Gross income

The tax year for individuals is the calendar year from 1 

January to 31 December.  Residents and non-residents 

must file their income tax on the Republic of China 

(ROC) source.  Gross income for tax purposes consists 

of the following:

•	 dividends distributed by companies incorporated 

and registered in accordance with  the Company Law 

of the ROC, and by foreign companies authorised by 

the government of the ROC to operate within the 

territory of the ROC;

•	 profits distributed by profit seeking enterprises 

organised in the form of co-operatives or 

partnerships within ROC territory;

Table 13.1 - Withholding taxes on income paid to non-residents

Taxable income range (S$) Taxable Income Withholding tax rate Filing required

Non-resident stays for < 90 days 

in the tax year

Salary & wages income 

received for services 

 rendered in Taiwan  

Interest 

Dividend

20% 

 

 

20% 

30%1

No 

(tax already 

withheld)

Non-resident stays for > 90 days 

but < 183 days in the tax year

Salary & wages income 

received for services 

 rendered in Taiwan  

Interest 

Dividend

20% 

 

 

20% 

30%1

Yes 

(filing as a  

non-resident

Resident stays for > 183 days 

in the tax year

Salary & wages income 

received for services 

 rendered in Taiwan  

Interest 

Dividend

Refer to  

table 13.2 

 

20% 

Nil

Yes 

(filing as a  

resident)

1 However, for an investor that has filed the relevant application and obtained approval in accordance with the Statute for Investment by Overseas Chinese or the Statute for 

Investment by Foreign Nationals, in the case of earnings received or to be distributed from the investment business, 20% of the payment or the amount to be distributed 

shall be withheld when the tax withholder makes the payment.
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There are no double tax agreements (DTAs) which might 

alleviate or eliminate taxes payable by expatriates.

Taxation of capital gains

Capital gains are included in the individual’s gross 

income.  According to a temporary ruling, the capital 

gains from selling securities are exempted from gross 

income.

Taxation of investment income

Foreign interest, dividend and royalty income is non-

taxable for individuals.

Use of overseas companies

Since only ROC sourced income is taxable for the 

purposes of individual tax, an individual might invest in 

a foreign company to obtain dividend income which is 

not ROC sourced income instead of investing in a local 

company.

Terms of employment

In order for the employer to make a tax deductible 

claim on rental, relocation or similar expenses paid 

on behalf of the employee, the employment contract 

must identify that the employer is liable for such 

expenditure.

Exchange control requirements

There are no formal or informal impediments to 

the repatriation of funds to the expatriate’s home 

country.

Non-resident spouse

The residency of the spouse does not affect their 

dependant status.

Taxation of allowances

Allowances are generally taxable. It is therefore 

preferable for the expatriate if rental, relocation, and 

travelling expenses are not compensated by payment 

of an allowance.  It is preferable if the employer pays 

these expenses directly.

Tax deductions

A resident individual’s income tax is assessed on gross 

income minus personal exemptions and deductions.

In 2009, the amount of personal exemption for 

residents filing individual income tax returns (including 

the taxpayer, spouse, and each dependent) was set at 

NT$82,000 or, if the dependant is over 70 years old at 

NT $123,000.

These exemptions are announced each year by the 

government and are adjusted in line with annual 

variations in the consumer price index.

The deductions include standard deductions, itemised 

deductions, and special deductions.  The taxpayer may 

elect either a standard deduction or itemised deduction, 

and they may make further special deductions.  The 

standard deductions in 2009 are NT$76,000 for an 

unmarried taxpayer and NT$152,000 for a married 

taxpayer.

Itemised deductions include donations; insurance 

premiums; uncompensated medical expenses and 

mortgage interest.

Special deductions include:

•	 losses from the disposal of property (other than land 

and securities) if greater than gains from disposal of 

properties in the taxable year;

•	 NT$104,000 per dependent or tax payer of special 

deductions from salary or wage;

•	 NT$270,000 per tax return of special deductions 

for savings;

•	 NT$104,000 per dependent or tax payer of special 

deductions for the disabled or handicapped; and

•	 NT$25,000 per dependent or tax payer of special 

deductions for educational tuition.

Tax rebates

No tax rebates are available.

Tax credit

In accordance with the Statue for Upgrading industries 

(the “Statue”), investment credits are applicable 

to individuals who invest in an important scientific-

technology enterprise, an important investment 

company, or a venture company, or a venture 
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capital company, and hold these shares over three 

years.  They are granted an investment tax credit 

of up to 10% of the original subscription price. The 

Statute was promulgated on 29 December 1990 by 

presidential decree and the stipulated tax incentives 

will stay effective until 31 December 2009 unless any 

amendment takes place before this date. 

Other taxes

There is no social security tax imposed on individuals.  

Employees may join a labour insurance plan to be 

eligible for disabled and retirement payments.  Stamp 

duty and capital transfer taxes are imposed.

Lodgement of tax returns

Tax returns for the current year must be filed from 1 

May through 31 May of the following year. 

Payment of taxes

Employers are required to withhold employment 

income taxes.  The employer is also liable for 

withholding income tax for the payment paid to 

individual contractors.  There is no advance payment 

system applying to dividend, interest and other passive 

income. 

Rates of tax

Tax payable equals taxable income multiplied by the 

tax rate, less the progressive difference.  The income 

tax rates for 2008’s filing in year 2009 are set out in 

Table 13.2.

Basic tax of an individual

Whereas the amount of individual regular income tax is 

less than the amount of basic tax that is calculated in 

accordance with the Income Basic Tax Act, the amount 

of individual income tax payable shall also include the 

balance of the amount of basic tax in excess of the 

individual regular income tax, in addition to the amount 

as calculated in accordance with the Income Tax Act 

and other relevant laws.

The amount of basic tax of an individual shall be the 

amount of basic income as calculated in accordance 

with the following paragraph with a deduction of 

NT$6,000,000 and then multiplied by the tax rate of 

20%.

The amount of basic income of an individual shall 

be the sum of the net taxable income as calculated 

in accordance with the Income Tax Act and the 

amount which is under the provisions of the following 

subparagraphs:

1.	 Income, which is derived from sources outside 

the Republic of China and is excluded from gross 

consolidated income, as well as income which is 

exempted in accordance with Paragraph 1, Article 

28 of the Act Governing Relations with Hong Kong 

and Macau. However, if the aggregate of the two 

mentioned sources of income in a filing unit is less 

than NT$1,000,000, it may be excluded from the 

basic income.

2.	 Insurance payments received by the beneficiary 

of a life insurance policy or annuity in which the 

beneficiary and the proposer are not the same 

person and the life insurance policy and annuities 

are contracted after this Act coming into force. 

However, in the case of payment made upon the 

death of the insured person, the part of which 

aggregate of payment made in a filing unit is equal 

to or less than NT$30,000,000 may be excluded 

from the basic income.

3.	 Income derived from transactions of securities listed 

as follows:

a)	Share certificates, certificates of entitlement to 

new shares, stock share payment certificates and 

documents of title to any of the securities issued 

or placed privately by a company that is not listed 

Table 13.2 - Individual income tax rates for residents and non residents

Taxable income (NT$) Income tax rate / payable (NT$)

Up to $410,000 6% of income up to $410,000

$410,001 - $1,090,000 $24,600 + 13% of income over $410,000

$1,090,001 - $2,180,000 $113,000 + 21% of income over $1,090,000

$2,180,001 - $4,090,000 $341,900 + 30% of income over $2,180,000

Over $4,090,000 $914,900 + 40% of income over $4,090,000
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in a stock exchange or traded in the over-the-

counter market.

b)	Beneficiary certificates of privately placed 

securities investment trust funds.

4.	The amount of non-cash donations or contributions 

which is deducted from the gross consolidated 

income in accordance with the provisions of the 

Income Tax Act and other laws.

5. The amount of balance of the market value in 

excess of the par value of newly issued registered 

share certificates acquired by employees under the 

provision of Article 19-1 of the Statute for Upgrading 

Industries on the date next following the date of 

acquisition.

6. The amount of income or deduction which is entitled 

to reduction, exemption or deduction from the 

consolidated income tax as may be provided by laws 

which may be promulgated after the implementation 

of this Act and thereafter announced by the Ministry 

of Finance.
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Thailand

Territoriality and residence

An expatriate, who resides in Thailand at one or more 

times for a period or periods aggregating to 180 days or 

more in a tax year (i.e. calendar year) is a tax resident 

of Thailand, and as such, is subject to personal income 

tax in Thailand on all income derived from sources in 

Thailand, whether such income is paid within or outside 

Thailand.

In addition to the income derived from sources in 

Thailand, any income that an expatriate may earn 

abroad is subject to tax in Thailand upon bringing such 

income into Thailand.

An expatriate should note therefore that if their Thai 

tax residency commences in the year of arrival, any 

remittances of overseas income to Thailand, which is 

derived from 1 January of the year of arrival, would be 

subject to personal income tax in Thailand.

Double tax agreements

Thailand has executed double taxation agreements 

(DTAs) with 52 countries.  Most of these agreements 

contain a provision, which exempts a person of a DTA 

country from tax on income earned in Thailand if all of 

the following three conditions are met:

•	 The person is present in Thailand for less than 183 

days in any twelve months period; and

•	 The remuneration is paid by an employer who is not 

a resident of Thailand; and

•	 The remuneration is not borne by a permanent 

establishment or a fixed base that the employer has 

in Thailand.

Assessable income

Assessable income comprises eight categories of 

income as follows:

1.	 Income from employment;

2.	 Income from an office or position held or services 

rendered;

3.	 Income from goodwill, copyright and other rights 

and annuities;

4.	Income from dividends, interest, share of profits, 

bonuses paid to shareholders and gains from the 

sale of shares;

5.	 Income from letting out properties on hire;

6.	 Income from liberal professions;

7.	 Income from construction and contracts of work; 

and

8.	Income from business, commerce, industry or other 

activity not specified above.

Allowances and benefits

Assessable income includes income both in cash and 

in kind.  Any allowances and benefits provided by an 

employer or other persons, such as rent-free house, 

children’s school fees, air travel for home leave, tax 

paid by the employer on behalf of the employee etc, 

are treated as taxable benefits and included in the 

assessable income of an expatriate.  There is no fringe 

benefits tax imposed on employers in Thailand.

Taxation of capital gains

There is no capital gains tax in Thailand.  Capital gains 

from the sale of assets by expatriates are included in 

the calculation of assessable income and subject to 

tax at the normal personal income tax rates, with the 

exception of capital gains from the sale of shares on 

the Stock Exchange of Thailand, which are not subject 

to personal income tax.

The amount of the assessable income from a capital 

gain is calculated simply by deducting the cost of the 

asset from the consideration received on disposal of 

the asset.  The cost of the asset is not indexed for 

inflation.

For the purposes of personal income tax, the 

consideration received is the amount of consideration 

actually received.  This differs from the corporate 

income tax laws, which prescribe that the consideration 

received must be market price at the time of the sale.

Gains on the sale of assets by non-residents where 

the income or gains are paid from or in Thailand are 

subject to withholding tax at the rate of 15%.
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Taxation of investment income

Interest, dividends and royalty income derived from 

overseas sources are subject to tax in Thailand when 

the investment income is remitted into Thailand in the 

year in which the investment income is derived.

Interest, dividends and royalty income paid from or in 

Thailand are subject to withholding tax at prescribed 

rates.  For interest, the withholding tax rate is 15%.  

For dividends, the withholding tax rate is 10%, and for 

royalties, the withholding tax rate is 3%.

Tax exemptions

For the following types of income, an expatriate need 

not, or may choose not to include, for the purposes of 

calculating personal income tax liability in Thailand:

•	 Income from the sale of Thailand immovable 

property acquired by bequest or by way of gift;

•	 Income from the sale of Thailand residential buildings 

if the income is spent on acquiring a new residential 

building during the period of one year before to one 

year after the sale;

•	 Income from Thailand interest, provided that the 

interest was subject to 15% withholding tax at 

source; and

•	 Income from Thailand dividends or share of profits 

from a Thailand registered company or mutual fund, 

provided that the dividends were subject to 10% 

withholding tax at source.

Taxable income

Standard deductions and statutory allowances are 

allowed against assessable income to compute the 

taxable income.

Standard deductions

The following standard deductions are allowable 

against assessable income:

•	 40% of the income amount, but not exceeding Baht 

60,000, against income from employment and 

income from copyright;

•	 10% to 30% of the income amount, against income 

from letting out property on hire, depending on the 

type of property rented;

•	 30% to 60% of the income amount, against income 

from liberal professions, depending on the type of 

profession;

•	 70% of the income amount, against income from 

construction and contract work;

•	 65% to 85% of the income amount, against income 

from business, commerce or industry, depending on 

the type of income.

Statutory allowances

In addition to the above standard deductions, statutory 

allowances as described in Table 14.1 are allowable 

against assessable income.

Table 14.1 - Standard allowances

Allowance Amount per annum (Baht)

Personal allowance 30,000

Spouse allowance 30,000

Child allowance (aged not over 25 years) 15,000 per child (maximum of 3 children)

Education allowance (additional allowance for children) 2,000 per child (maximum of 3 children)

Parent and parent-in-law care allowance 30,000 for each

Parent and parent-in-law health insurance allowance 15,000 for each

Life insurance premium allowance Not exceeding 100,000 for each of taxpayer and spouse

Provident fund and retirement mutual fund allowance 15% of income, but not exceeding 500,000

Long term equity fund allowance 15% of income, but not exceeding 500,000

Home mortgage interest allowance Not exceeding 100,000

Social security fund allowance Amount paid

Charitable contributions allowance Not exceeding 10% of income
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Tax credits

An expatriate who receives dividends from a company 

or partnership incorporated in Thailand is entitled to 

claim a tax credit against the amount of computed 

income tax payable.  For the purposes of computing 

income tax, the dividend received is grossed up for 

the amount of the tax credit, and the tax credit is then 

credited against the tax liability.

However, as noted under tax exemptions, an expatriate 

may choose not to include dividend income from a 

Thailand registered company for the purposes of 

personal income tax, provided that the dividends have 

been subject to 10% withholding tax at source.

Other employment taxes

The employer and the employee are required to 

contribute equally 5% of salary to the social security 

fund, however the maximum contribution payable is 

Baht 750 per month.

Lodgement of tax returns

All expatriates are required to file a personal income 

tax return and make payment for any additional tax to 

the Revenue Department on or before the last day of 

March following the income year.

For income categories five to eight, an expatriate is 

also required to file a half-yearly personal income tax 

return.  This return and the half-yearly tax payment are 

required to be filed with the Revenue Department on or 

before the last day of September in the income year.

Payment of taxes

All payers of income have a duty to withhold tax at 

source, file a withholding tax return and remit the 

amount of withheld tax to the Revenue Department 

on a monthly basis.  The amount of tax withheld is 

credited against the tax liability in the personal income 

tax return.  Table 13.2 summarises the more common 

types of income and the withholding tax rates.

Personal income tax rates

Net income (after deductions and allowances) is 

taxed at the progressive rates of personal income tax 

described in Table 13.3.  Payment of income to non-

residents abroad is subject to withholding tax at the 

rate of 15% of the gross income.

Terms of employment

For compliance with the Civil and Commercial law, the 

Labour law and the Immigration law, it is necessary for 

an expatriate to have a formal employment contract 

in Thailand.  The employment contract is presented 

to the authorities to support the expatriate’s work 

permit application.  All payments specified in the 

contract, which are subject to taxation in Thailand, 

must be included in the expatriate’s personal income 

tax return.

Independent personal services

For an individual earning independent personal services 

income (i.e. income other than employment income), 

Table 13.2 - Individual withholding tax rates

Income type Tax rate

Employment income Personal income tax rates

Income from rents 5%

Services income 3%

Table 13.3 - Personal income tax rates

Net income (Baht) Tax rate

Up to 150,000 0%

150,001 - 500,000 10%

500,001 - 1,000,000 20%

1,00,001 - 4,000,000 30%

4,000,001 and over 37%
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most of Thailand’s DTAs prescribe that the income 

is not taxable in Thailand if all of the following three 

conditions are met:

•	 The recipient is present in Thailand for a period or 

periods not exceeding 183 days in the tax year; and

•	 The recipient does not have a fixed base available 

in Thailand for the purposes of performing the 

activities; and

•	 The income is not paid by an enterprise or a 

permanent establishment situated in Thailand.

Where all these conditions are not met, the personal 

services income is taxable in Thailand.

There are no taxation rules dealing with the use of a 

company structure for such income.  In fact, due to 

the requirements of Thailand’s Foreign Business Act, 

an individual who is a tax resident of Thailand is firstly 

required to establish a form of legal entity in Thailand 

before independent personal services income can be 

earned in Thailand.  Payments to such a Thai entity 

are subject to 3% withholding tax.  In the case where 

a foreign entity obtains a Foreign Business License to 

conduct the independent personal services in Thailand, 

3% withholding tax applies when the foreign entity has 

a permanent office in Thailand and 5% withholding 

tax applies when the foreign entity has no permanent 

office in Thailand.

This withholding tax is credited against the entity’s 

corporate income tax liability, calculated on the net 

profits earned from all sources, both within and outside 

Thailand.

The corporate income tax rate is 30%.  However, a 

Small and Medium Enterprise, which can be established 

by foreigners in Thailand, is exempt from income tax 

on the first Baht 150,000, and pays income tax at the 

rate of 15% on the next Baht 850,000 of profits, 25% 

on the next Baht 2 million of profits, and 30% on all 

profits over Baht 3 million.

Exchange control

There is no difficulty in repatriating funds to an 

expatriate’s home country as long as the expatriate can 

show evidence of the source of income (including work 

permit and confirmation of employment) and evidence 

that personal income tax has been paid in Thailand.
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