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Question and Answers for Policies Related to the Hainan Provincial Disabled Employment Security Fund
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Department of Finance of Hainan Province
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Hainan Provincial Tax Service, State Taxation Administration
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Hainan Disabled Persons’ Federation
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I. What is the disabled employ—
ment security fund?
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Disabled employment security
funds (hereinafter referred to as the
“Security Fund”) exist in order to
protect the rights of disabled per—
sons; they are government— man—
aged funds paid for by government
organs, groups, enterprises, pub—
lic institutions and private non—en—
terprise units (hereinafter referred
to as “Employers”) who do not pro—
vide jobs for the disabled.
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Il. why should employers pay in to
the Security Fund?
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Disabled persons are a special
group of people requiring the addi—
tional care and assistance of the
whole of society. Employment of
the disabled is one of the founda—
tional measures which ensures that
the disabled can take part in social
activities and equally share society’
s material and cultural achieve—
ments. In accordance with both the
law and social responsibility, em—
ployers are liable for and obligated
to provide jobs for the disabled in
line with their abilities. In case em—
ployers do not fulfill this obligation
to provide jobs for the disabled as
specified, they have to pay into the
Security Fund. So as to better pro—
tect the rights of the disabled, pay—
ment of monies into the Security
Fund is a way to encourage em-—
ployers to provide jobs for the dis—
abled.
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lll. What does the Security Fund
cover?
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The proportion of jobs provid—
ed for the disabled by government
organs, groups, enterprises, pub—
lic institutions,and private non—en—
terprise units operating within the
geographic area administered by
Hainan Province shall be no less
than 15% of the work unit’ s total
number of in—service employees. In
case jobs are not provided for the
disabled according to the specified
proportion or the proportion of dis—
abled workers does not reach the
specified proportion, then money
must be paid into the Security
Funds.

Important Notes:
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(i) Per the Provisional Regula—
tions on Registration and Manage—
ment of Private Non-— enterprise
Work Units (Decree of the State
Council No. 251, People’s Republic
of China), private non- enterprise
work units are social organizations
which engage in non-— profit social
service activities and were estab—
lished by enterprises, public insti—
tutions, social organs, other social
forces or citizens with non-— state
assets.
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(ii) Grass roots level self— gov—
erning mass organizations (i.e. Vil—
lage or Neighborhood Commit—
tees), Farm Co-ops, Farm Co-op
Associations, and “getihu” type
small businesses are exempted
from this category.
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IV. What sorts of disabled people
count towards employers’ quota?
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In accordance with the law,
employers who recruit those per—
sons with a PRC Disability Certifi—
cate or a PRC Disabled Soldiers’
Certificate (Grades 1-8 inclusive) as
permanent employees or who sign
a one year or greater length em-—
ployment contract (service agree—
ment) with an employment aged
disabled person, who pay an actual
wage which is not less than the
minimum local wage standard,
who pay full social security ex—
penses for their disabled employ—
ees, and who provide disability ap—
propriate types of work and job po—
sitions for their disabled employees
may count their disabled employees
towards their quota. It should be
noted that any disabled employee
who has left their position, retired,
quit or been laid off shall not be
counted towards the employer’ s
quota for disabled employees.
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In the event that an employer
provides a job for a disabled person
who has a Grade 1 or Grade 2 PRC
Disability Certificate or who has a
Grade 1, 2 or 3 PRC Disabled Sol—
diers’ Certificate, then the employ—
ment of this person shall count to—
wards the quota as two disabled
people.
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In the event that an employer
recruits disabled staff from other
geographic regions, the disabled
staff from other regions are still
counted towards the employer’ s
total number of actually disabled
employees.
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V. How is the Security Fund pay-
ment calculated?
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The amount of money due to be
paid into the Security Fund shall be
calculated on the basis of the differ—
ence between the number of dis—
abled employees whom the em-—
ployer should provide jobs for and
the number of disabled employees
whom the employer actually pro-—
vided jobs for over the past year
multiplied by the average annual
wage of the work unit’ s other em—
ployees. The computational formu—
lais as follows:
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Where “E” is the total number of
employees employed in the previ—
ous year and “W” is the average an—
nual wage of all employees employed
in the previous year, the Security
Fundpaymentdueis: Ex1.5%xW.
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Important Notes:
that an employer provides jobs for
the disabled but has not had those
disabled persons employment veri—
fied, these persons shall not count
towards the employer’ s quota and
the Tax Department shall collect
monies for the Security Fund as if
those employees were not disabled.
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VI. What counts as an employer’
s “in-service employee”?
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In accordance with the law, the
term “inservice employee” refers to
an employer’ s permanent employ—
ees or personnel that have already
signed an employment contract
(service agreement) with an em-—
ployer for a term of one or more
years. Seasonal (including tempo-—
rary) employees shall only be
counted according to the conver—
sion formula listed below. When an
employer legally engages in labor
dispatch, the dispatching agency
and the receiver shall consult with
each other to determine which par—
ty may have the right to count
which employees as in—service em—
ployees and neither disabled nor
non— disabled employees may be
double—counted.
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VIl. What is the formula for con—
verting seasonal employees to in—-ser—
vice employees?
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Seasonal and temporary em-—
ployees shall be converted into in—
service employees according to the
following formula:
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Where “S” is the total number
of seasonal employees and “M” is
the total number of months worked
by seasonal employees, the total
number of inservice employees is:
(SxM) / 12.
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VIll. What does “actual disabled
employees” mean and how is it calcu—
lated?
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The term “actual disabled em—
ployees” refers to the number of
disabled people whom the employ—
er actually provided jobs with in the
previous year.
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The difference between the
number of actual disabled employ—
ees and the specified proportion
shall be subject to the result calcu—
lated according to the formula and
need not be an integer.
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IX. How is an employer’ s total
number of in—service employees over
the past year calculated?
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The total number of inservice
employees effectively refers to the
actual number of employees + the
average annual number of seasonal
employees. (In the event of legal la—
bor dispatch agreements, the num-—
ber of dispatched employees may
be included in this count after con—
sultation between the employer and
the dispatching agency.)
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X. How is the average annual
wage of in— service employees over
the past year calculated?
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The average annual wage of in—
service employees shall be calculat—
ed based on the total amount of
wages which the employer paid in
the previous year divided by the
number of employees employed
over the previous year.
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Xl. How is the total wage of in—
service employees calculated'?
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For the purposes of the Securi—
ty Fund, the total wage of inservice
employees refers to the total wage
actually paid by employers to em—
ployees excluding welfare expens—
es, personnel education funds, la—
bor union expenditures, the five
social insurances, the housing
fund, and public vehicle subsidies.
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Employees’ welfare expenses
shall be paid in accordance with the
Ministry of Finance of the People's
Republic of China Notice on
Strengthening the Financial Man—
agement of Welfare Expenses of
Employees by Enterprises (CQ
[2009] No. 242).
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Xll. How should unincorporated
organizations conducting independent
accounting or employers with multiple
brands make a joint declaration for the
Security Fund?
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Both unincorporated organiza—
tions conducting independent ac—
counting and employers with mul—
tiple brands can apply for joint dec—
laration when it comes to paying
the Security Fund and may pay in
the place where their Headquarters
is located. Branch companies can
make a declaration of zero and pre—
serve the relevant data for reference
on the basis of the list of the monies
which their Headquarters paid to—
wards the Security Fund.
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Xlll. What needs to be focused
on when an employer’ s business li-
cense is canceled?
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(I) In the event that an employ—
er’ s business license is canceled
the same year as the year which the
company is registered, then the
employer does not need to either
make a declaration for the Security
Fund or pay money towards it.
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(IT) Other than in the aforemen—
tioned circumstance, any employer
whose business license has been
canceled must still make a declara—
tion for the Security Fund and pay
money towards it.
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XIV. If money for the Security
Fund has not been paid on time, are
there overdue fines for late payment?
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In the event that employers do
not pay money towards the Security
Funds as specified, then a fine of
5%o0 shall be compounded daily per
day of arrears. The total amount of
the fine shall not exceed the total
amount due to be paid to the Secu—
rity Fund.
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XV. How to correct declaration er—
rors for the Security Fund leading to
either under- reporting or underpay-—
ment?
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In the event that money due to
be paid to the Security Funds is ei—
ther under—reported or underpaid,
employers shall correct their decla—
ration at their local tax service hall.
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XVII. How should an employer go
about paying any outstanding Security
Fund payments which the Disabled
Persons’ Federation audit has discov—
ered for the period between 2011 and
20157

FANEALNT 20112015 G5 HE
I IR E e R = R E ER R G NS
RGP IRRE BT FIUHY , N [H] A 723
R S5 ERI IR

In the event that an employer
has no objection to the amount of
outstanding monies owed to the
Security Fund per the audit by the

Disabled Persons’ Federation of the
period from 2011 to 2015 in the
CTAIS III tax administration sys—
tem, they shall pay the Security
Fund money to the local tax depart—
ment.
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Important Notes: In case the
amount of outstanding monies due
to be paid to the Security Fund is in
dispute, the employer shall apply
to the local department of the Dis—
abled Persons’ Federation for re—
audit. Per the hierarchy of the Dis—
abled Persons’ Federation, provin—
cial level employers shall apply for
a recheck to the Provincial Disabled
Persons’ Federation and municipal
level employers shall apply for a re—
check to the Municipal Disabled
Persons’ Federation.
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XVIIl. What are the Security
Fund’s preferential policies?
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(I) In the event that the number
of disabled people whom the em-—
ployer provides jobs for reaches or
exceeds the employer’ s specified
quota, then the employer shall be
exempted from paying money to—
Wards the Security Fund.
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(II) Beginning from April 1,
2017, all enterprises and business—
es with less than 30 inservice em—
ployees shall enjoy a three—year ex—
emption of Security Fund payment
starting from the date of their busi—
ness registration.
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(IIT) In the event that the aver—
age wage of the employer’ s inser—
vice employees is no more than
twice the local average wage (in—
clusive), the amount of money to
be collected for the Security Fund
shall be based on the average annu—
al wage of inservice employees. If
the average wage is more than
twice the local average wage then
the amount of money to be collect—
ed for the Security Fund shall be
based on twice the average local
wage.
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(IV) Beginning from January 1,
2020, and continuing to December
31, 2022, all enterprises with no
more than 30 inservice employees
shall be temporarily exempted from
paying money towards the Security
Fund.
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