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Horwath Stock Option Service（III）：                                               

Employee Individual Income Tax (“IIT”)
Calculation, Declaration, Payment and
Recording at Tax Bureau

“Stock Option Service” indicated herein not only refers to                           
employee stock option plan (hereinafter referred to as “ESOP”)   ) 
and employee stock purchase plan (hereinafter referred to as                                     
“ESPP”), but also includes restricted stock unit (“RSU”), stock                           
appreciation rights (“SAR”) as well as other arrangements                                                
bearing similar purposes. 

IIT Derived from Gains of Stock Option 

Stock Option refers to a benefit given by a public company to an employee (including either 
individual with or without domiciles in China) in the form of an option to purchase stock of
the company at a discount or at a fixed price in accordance with prescribed procedure. 

1. Vesting Date: the date on which the company grants stock options to the employee. 
When employee accepts stock option granted by the enterprise, unless otherwise 
stipulated, no PRC individual income tax (hereinafter referred to as “IIT”) is imposed at 
this stage.

2. Exercise Date: the date on which the employee purchases stock according to stock 
option plan.
Gains derived from stock option by employee in China at this stage shall be subject to 
IIT. The calculation thereof shall apply differential treatment from other wages and 
salaries in the month. 

3. Employee sells the stock, if the gains received by the employee on the sale of stock 
option are higher than fair market value, such gains is attributable to sale of stock at 
securities market and shall be subject to the category of “Income from transfer of 
property”.

Dividend income of an employee who owns stock of the enterprise shall be subject to IIT 
under the taxable category of “income from interest, dividends and bonuses”.

IIT Derived from Income of SAR

SAR refers to a right, usually granted to an employee by a public company, to receive a gain
equal to the appreciation in the company's stock over a specified period. SAR benefits 
the holder with an increase in stock price; the employee may exercise the right under 
agreed terms; the public company shall in turn pay employee the increased balance in an 
amount equal to the stock price difference between exercise date and vesting date multiple 
the amounts of granted stocks. The public company shall withhold IIT on the date when 
employee exercises SAR.

The Unique Alternative                               Horwath Capital China

Horwath refers to Horwath International Association, a Swiss verein.  Each member of the Association is a separate and independent legal entity.
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IIT Derived from Income of the RSU

The RSU refers to a public company grants its employee a certain amount of stock 
according to terms of RSU arrangement. In accordance with IIT law and its implementation 
regulation, in principle, taxable income shall be recognized at the time when ownership of 
the restricted stock attributes to employee.

Horwath Stock Options Services (III)

1. Apply for the preferential tax treatment and prepare relevant materials for tax filing on 
behalf of the employee. 

2. Calculate or review the payable taxes for the initial stock option related IIT filing for 
the employee.

3. Calculate or review the payable taxes for the subsequent IIT filing where employee 
obtains stock option for more than one time in a calendar year.

4. Assist employee and withholding agent in preparing relevant materials for monthly 
filing at tax authorities.

5. Acting on behalf of the enterprise in liaising with the Authorities.

For more detailed information about our China services please contact:

Dr. David Yu－Beijing Tel： +86 10 8379 8686   BJ@horwathcapital.com.cn
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