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Hnal policies on 2019 annual comprenensive INcome (ax reconcliation published

Regulations discussed in
this issue:

e "Announcement on

relevant policies
regarding 2019 individual
income tax annual
comprehensive income
tax reconciliation”
(Announcement No. 44
of 2019 of the State
Taxation Administration,
hereinafter referred to as
"Announcement No. 44")

Following completion of public consultation on “Announcement on
annual comprehensive income tax reconciliation (consultation
document)” (hereinafter referred to as “consultation document”), the
State Taxation Administration (“STA”) formally published
“Announcement on relevant policies regarding 2019 individual
income tax annual comprehensive income tax reconciliation”
(hereinafter referred to as "Announcement No. 44"), which clarifies
relevant details of the 2019 annual comprehensive income tax
reconciliation (hereafter “Annual Reconciliation”).

Key Changes

Announcement 44 has broadly adopted the policies set out in the
consultation document (please refer to China Tax Alert Issue 39, 2019), and
also introduced the following additions and changes:

Obligations of Withholding Agents

e Where requested by the taxpayer, withholding agents should
facilitate the Annual Reconciliation filing on behalf of the taxpayer, OR
provide training or guidance to help taxpayers complete the Annual
Reconciliation online filing (including via the mobile App) and the tax
payment/refund process.

o  Where the withholding agent will complete the filing on behalf of the
taxpayer, the taxpayer should agree with the withholding agent in
writing by 30 April 2020, and provide relevant information including
additional comprehensive income, deductions and other allowable
beneficial tax treatment to the withholding agent. The taxpayer will
be responsible for the truthfulness, accuracy and completeness of the
information provided.

Information reporting and retention

e During the filing process, in addition to submitting the Annual
Reconciliation form to the tax authorities, taxpayers should update
relevant personal information (if necessary). Those who are claiming
additional deductions or beneficial tax treatments should carefully
check the claims to ensure they are truthful, accurate and complete.
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e Taxpayers, and withholding agents who file on behalf of taxpayers
should retain the Annual Reconciliation form and the relevant
supporting documents (including those related to comprehensive
income, deductions, tax withholding and beneficial tax treatment) for
five years from the completion date of the Annual Reconciliation.

KPMG Observation

Following the public consultation, Announcement 44 further clarifies the
obligations of individual taxpayers and withholding agents. It continues to
focus on the traditionally successful strategy of utilising the withholding
mechanism, and aims to ease the administrative burdens on individual
taxpayers.

In the meantime, while confirming the obligations of withholding agents,
Announcement 44 provides that they can also support the taxpayers by
way of training and guidance to complete the Annual Reconciliation online
filing as well as tax payment or refund process. The tax authorities will
also introduce a series of relevant services (including enhancement of
policy interpretation and administrative support, providing filing software
to withholding agents) in order to reduce the burdens on withholding
agents.

As the first Annual Reconciliation under the latest tax reform, it brings
challenges to taxpayers and withholding agents. Considering the complex
and technical nature of taxation, Announcement 44 also emphasises that
Annual Reconciliation can be performed via professional tax advisers. This
implies that withholding agents and taxpayers should consider seeking
support from professional advisers to ensure that their obligations are
fulfilled in a timely manner. Organisations with the following
characteristics are advised to contact professional advisers in respect of
the 2019 Annual Reconciliation at the earliest opportunity:

- Large employee population but limited in-house Human Resource
capacity;

- Relatively high employee fluidity, e.g. a large number of intra-group
employee transfers, therefore a significant portion of employees are
expected to have filing obligations;

- Complex employee structure which brings additional technical
challenges, e.g. locally hired foreigners, expatriate employees, outbound
Chinese employees etc.

We welcome organisations and individuals to contact us to discuss policy
developments and practical experiences. We would be glad to share the
latest updates and provide you with necessary support.
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