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Q & A about Taxation 
 

Question:  Concerning the fees paid to the board directors of joint venture, should I take them 
accounted as for gross pay (wage payable)? Should I take them as the basis of the welfare expense 
which belongs to the 14% of gross pay for pre-tax deduction? 
 
Answer:  According to the Notice of State Administration of Taxation on the Issues of Cost and 
Expense Account Converning the Levying of  Income Tax of Enterprise with Foreign Investment 
by the Ministry of Finance (Issued by the State Administration of Taxation and the Ministry of 
Finance [1986] No. 331): Concerning the accounting of directors’ expense and board of directors’ 
expense, the board of directors’s expense refers to the expense paid by the board of directors or the 
directors for the execution of the function of the board such as the travel expense and board and 
lodging fees of the directors during the time of board meeting and other necessary expense. The 
payment and standard of the expense of the board of directors is nomally decided by the board of 
directors. The directors’ expense refers to the reasonable compensation for the board members 
decided by the board of directors. If the expense decided by the board of directors takes place in 
the current period, the expense should be accounted as for the expense of the period. But the 
reception expense and business gift expense and other expense of business entertainment in the 
name of board of directors should not be accounted as the expense of board of directors but be 
accounted as the business entertainment expense of the enterprise.  
 
According to the Accounting Regulation for Enterprise with Foreign Investment (Issued by the 
Ministry of Finance [1992], No. 33) Chapter 10 Article 51: Administration expenses include the 
company headquarters expenses (salaries & wages, etc.), labour union dues, expenses of board of 
directors' meetings, advisory fee, legal expense, entertainment expenses, taxes (including urban 
building and land tax, license tax for vehicles and vessels, etc.), fee for the use of site, fee for the 
transfer of technology, amortization of intangible assets, amortization of other assets, loss of bad 
debts, expenses for staff and workers' training, research and development expenses and other 
administrative expense.  
  
According to the The Regulation of the Compositioin of Gross Pay by the State Statistics Bureau 
(Issued by the State Statistics Bureau in Jua. 1, 1990 No.1): the gross pay includes the following 
six parts: 1. time wages; 2. piece rate wages; 3. bonus; 4. subsidies and allowances; 5. overtime 
wage; 6. wage paid in special conditions. Among the expense that are not included in the gross pay, 
there are meal subsidies of business travel, meal allowances, travel fees and setting-in allowance 
in job transfer. 
 
According to the above regulations, the directors’ expense should be accounted as administrative 
expense but should not be accounted as the gross pay. Thus the directors’ expense should not be 
taken as the basis for withdrawal welfare expense. 


