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Individual ncome tax policy on charitable donations confirmed

On 30 December 2019, the Ministry of Finance and the State Taxation
Administration jointly issued the "Ministry of Finance and the State
Taxation Administration Announcement on Individual Income Tax Policy
in relation to Charitable Donations" (Ministry of Finance and the State
Taxation Administration Announcement 99 of 2019, hereinafter referred
to as "Announcement 99"). The policy will be retroactively applied from 1
January 2019.

Regulations discussed in
this issue:

® “Ministry of Finance and the
State Taxation Administration
Announcement on Individual
Income Tax Policy in relation
to Charitable Donations"
(Ministry of Finance and the
State Taxation Administration
Announcement 99 of 2019,
hereinafter referred to as
"Announcement 99")

According to the current Individual Income Tax (“lIT”) Law of the People's
Republic of China (“PRC"), the amount of charitable donations made in
support of education, poverty alleviation and relief via social welfare
charitable organisations and public authorities in PRC, may be deducted
from their pre-tax income subject to a cap of 30 percent of the taxpayer’s
taxable income. Certain donations as regulated by the State Council are
fully tax deductible. Under the income categorisation framework of the
new IIT system, Announcement 99 further clarifies the relevant lIT policy
in respect of individual donations as well as standardises the tax
deduction claims process and corresponding time schedule, which
encourages taxpayers to make charitable donations.

Main contents and our analysis

Scope of the policy

Announcement 99 sets out provisions on IIT deductions for individuals
who donate to social welfare organisations' and public authorities (at

county government level or above) within PRC in support of education,
poverty alleviation and relief.

Value of donations

Form of donations Value of donations
Monetary assets Actual value of donation
Equity and real estate Original value (at acquisition)
Other non-monetary assets | Market value

1 Charitable organisations, other social organisations and public communities which are legally
established or registered and are qualified to receive tax-deductible donations under the relevant
regulations and procedures.
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Deductible income and limits

Taxpayer . _
residency Deductible income Limit of tax deduction
status
o 30% of annual

Comprehensive income taxable income

Business operating income | 30% of annual

from self-employment taxable income
Residents Categorised income

(income from lease of
property, income from
transfer of property,
income from interest
dividends and incidental
income)

30% of annual
taxable income

Tax deduction is allowed on the amount not
exceeding 30% of one’s monthly taxable income
Non-residents | received in the month of donation.

Any excess donation can be deducted from self-
employment business operating income.

Where tax deductions are claimed under comprehensive income by tax
residents:

Types of income Timing of claim

Withholding / Annual
Reconciliation

Salary income

Independent personal service income,
author’s remuneration and income royalty Annual Reconciliation
income

Income not incorporated into
comprehensive income and taxed separately
such as annual bonus and equity incentives

Refer to treatment for
categorised income

Provisions for pre-tax deductions against business operating income
from self-employment

Sole traders Deduct from operating income

Individual investors shall apportion the total
donations based on the profit-sharing ratio of
the partnership business (100% if it is a sole

] ] proprietorship enterprise).
Sole proprietorship o ) ]
and partnership Individual investors shall combine the

donations made under the sole proprietorship,
partnership and other donations claimable
under operating income, and claim the full
donations under operating income.

Time of . . e
. Withholding or Annual Reconciliation
deduction
Non-deductible Where deemed operating income applies to
situations the business
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Catch-up deduction claim

Where allowable deductions have not been claimed via the standard
process, catch-up claims can be made as follows:

Circumstances

Catch-up claim method

Tax withholding applied but tax
unsettled

Submit claim to
withholding agent and
apply tax refund

Tax withholding applied and tax
settled

Apply amendment tax filing
to claim deductions via
withholding agent within 90
days from the date of
donation

Self-filing taxpayers

Apply amendment tax filing
to claim deductions within
90 days from the date of
donation

Charitable donations made between
1 January 2019 and publication date
of Announcement 99 (30 December
2019) which are claimable under

Apply for retroactive
deduction to tax authorities
through withholding agent
by 31 January 2020.

categorised income

Documentation requirements

e Individuals who claim deductions via the
withholding agent shall inform the withholding
agent of the amount deductible and provide
copies of the donation receipt and other
evidential documents

¢ Individuals may provide bank transfer records as
temporary proof of the donation, and supply the
full proof to the withholding agent within 90
days from the date of the donation. Where he
full proof is not provided, the withholding agent
should report to the tax authorities within 30
days

Evidential
documents

e Where government departments, institutions and
businesses organise employees to make collective
donations, taxpayers can provide the proof of full
donation and employee list

¢ Individuals should retain evidential documents for
five years

Individuals or withholding agents shall submit the
"Schedule of Individual Income Tax Deductions for
Charitable Donations".

Declaration
form
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KPMG Observation
Announcement 99 clarifies the relevant requirements on tax deductible
donations following the introduction of the new IIT law. The following

aspects should be noted by withholding agents and individual taxpayers:

Withholding agents

The withholding agent shall apply allowable tax deduction during the tax
withholding process according to the relevant regulations, and fulfill the
relevant notification, information collection and reporting obligations. At
the same time, organisations should establish relevant internal
management and operational processes as soon as possible, and
communicate with employees to align responsibilities and obligations of
both parties.

Individual taxpayers

Prior to making any donations, individuals shall confirm whether the
donation is within the scope of pre-tax deduction, obtain donation
receipts, and provide the relevant documents to the withholding agent on
a timely basis. The evidential documents should be properly retained.

Resident taxpayers with multiple sources of income can self-determine
the order of tax deduction against comprehensive income, categorised
income and self-employment business operating income. Individuals
may carry out relevant tax calculations and planning based on their
personal circumstances.

Meanwhile, we also notice certain details in Announcement 99 remain to
be clarified, for example:

¢ The announcement suggests that the value of donations made in the
form of non-monetary assets (other than equity and reals estate
properties) should be determined according to the market price of the
assets. However, there is considerable uncertainty in terms of
practical valuation of such assets, and this requires further
clarification.

e According to the relevant regulations, donations are only tax
deductible if made to charitable organisations published by the
relevant authorities. However, where donations are made prior to the
publication of the official list, the relevant tax treatment needs further
clarification.

KPMG will continue to closely follow the relevant policies on tax
deductible donations, and proactively discuss policy developments and
share our practical experiences with the tax authorities. We welcome
organisations and taxpayers to contact us for the latest information on
individual taxation.

If you have any questions in the above practices, you are welcome to
consult KPMG.
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Contact Us

For any enquiries, please send to our public mailbox: taxenquiry@kpmg.com or contact our partners/directors.

Management Leaders

National Leader

Lewis Lu

Head of Tax, KPMG China
+86 (21) 2212 3421
lewis.lu@kpmg.com

Service Lines Leaders

Global Transfer Pricing Services

Xiaoyue Wang
: +86 (10) 8508 7090
>, xiaoyue.wang @kpmg.com

Research & Development Tax

Bin Yang
+86 (20) 3813 8605
bin.yang@kpmg.com

Lachlan Wolfers
+852 2685 7791
lachlan.wolfers @kpmg.com

Global Compliance Management
Services

Stanley Ho

+852 2826 7296
stanley.ho@kpmg.com

National Tax Markets Leader

Lilly Li
e Partner-in-Charge,
KPMG China
+86 (20) 3813 8999
lilly.li@kpmg.com

National Tax Operations Leader

Anthony Chau
Partner-in-Charge,

KPMG China

+86 (21) 2212 3206
anthony.chau@kpmg.com

M&A Tax

Michael Wong
+86 (10) 8508 7085
michael.wong@kpmg.com

Tax Dispute Resolution
Tony Feng

+86 (10) 8508 7531
tony.feng@kpmg.com
I
International Tax

Christopher Xing
+86 (10) 8508 7072
christopher.xing@kpmg.com

Regional Leaders

Vincent Pang

& Regional Tax Partner-in-Charge,

.2 Northern Region
+86 (10) 8508 7516
vincent.pang @kpmg.com

Jennifer Weng

Eastern & Western Region
+86 (21) 2212 3431
jennifer.weng@kpmg.com

People Services

Murray Sarelius
+852 3927 5671

murray.sarelius @kpmg.com

€
Tax Managed Services

Maggie Mao
+86 (21) 2212 3020

Janet Wang
+86 (21) 2212 3302
N janet.z.wang @kpmg.com

)

Regional Tax Partner-in-Charge,

Trade & Customs

maggie.y.mao@kpmg.com

Karmen Yeung

Regional Tax Partner-in-Charge,
Southern Region

i +852 2143 8818
karmen.yeung@kpmg.com

Curtis Ng

Regional Tax Partner-in-Charge,
Hong Kong (SAR)

+852 2143 8709
curtis.ng@kpmg.com

Eric Zhou
+86 (10) 8508 7610
ec.zhou@kpmg.com

Michael Li
+86 (21) 2212 3463
michael.y.li@kpmg.com

US Corporate Tax

Wade Wagatsuma
=W +852 2685 7806
wade.wagatsuma@kpmg.com

Auto
William Zhang

+86 (21) 2212 3415
william.zhang@kpmg.com

Grace Luo
+86 (20) 3813 8609
grace.luo@kpmg.com

Jessica Xie
+86 (10) 8508 7540
jessica.xie@kpmg.com

Ling Lin
+86 (755) 2547 1170
ling.lin@kpmg.com

Technology, Media &
Telecommunications

Sunny Leung

+86 (21) 2212 3488
sunny.leung@kpmg.com

Operations

China Tax Centre

Conrad Turley
+86 (10) 8508 7513
conrad.turley@kpmg.com

kpmg.com/cn

Tracey Zhang
+86 (10) 8508 7509
tracy.h.zhang@kpmg.com

John Timpany
+852 2143 8790
john.timpany@kpmg.com

Enterprise

Karmen Yeung

+852 2143 8818

karmen.yeung@kpmg.com
{

Koko Tang
+86 (755) 2547 4180
koko.tang @kpmg.com

Technology, Media &
Telecommunications

Kelly Liao
+86 (20) 3813 8668
kelly.liao@kpmg.com

China Tax Centre

Carol Cheng
+86 (10) 8508 7644
carol.y.cheng@kpmg.com

Real Estate
Jennifer Weng

+86 (21) 2212 3431
jennifer.weng@kpmg.com

Ricky Gu
+86 (20) 3813 8620
ricky.gu@kpmg.com

Wayne Tan
+86 (28) 8673 3915
wayne.tan@kpmg.com

John Wang
+86 (571) 2803 8088
john.wang @kpmg.com

Darren Bowdern
+852 2826 7166

Learning & Development Tax

Irene Yan
gg +86 (10) 8508 7508
- irene.yan@kpmg.com

darren.bowdern@kpmg.com

US Desk

David Ling
+1 609 874 4381
davidxling@kpmg.com

Shirley Shen
+1 669 208 5352
yinghuashen1@kpmg.com

Naoko Hirasawa
+86 (21) 2212 3098
naoko.hirasawa@kpmg.com

Vivian Chen
+86 (755) 2547 1198
vivian.w.chen@kpmg.com

Korean Market

Henry Kim
+86 (10) 8508 7023
henry.kim@kpmg.com

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and
timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such
information without appropriate professional advice after a thorough examination of the particular situation.

© 2020 KPMG, KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative ("KPMG International"), a Swiss entity. All rights reserved. Printed in China.

The KPMG name and logo are registered trademarks or trademarks of KPMG International.


mailto:curtis.ng@kpmg.com
mailto:taxenquiry@kpmg.com

	Individual income tax policy on charitable donations confirmed
	创新赋能
	20200106_Contact us_IIT_EN.pdf
	Slide Number 1

	20200106_Contact page_EN.pdf
	Slide Number 1


