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People’s Republic of China – Annual
Comprehensive Income Tax Reconciliation
Policies Confirmed
The State Taxation Administration of the People’s Republic of China (“China” or “PRC”) formally published
“Announcement on relevant policies regarding 2019 individual income tax annual comprehensive income tax
reconciliation” (hereinafter referred to as "Announcement 44"). Announcement 44 provides further details and guidance
in respect of the 2019 annual comprehensive income tax reconciliation process.
The final policy comes on the heels of the completion of public consultation on “Announcement on annual
comprehensive income tax reconciliation (consultation document)” (hereinafter referred to as “consultation document”).

WHY THIS MATTERS
Announcement 44 clarifies relevant details of the 2019 Annual Reconciliation. Taxpayers and withholding agents, as
well as tax service providers, should understand their responsibilities and requirements under the final policies.
There are some important deadlines noted below and, furthermore, this process can be challenging, considering it is the
first Annual Reconciliation under the new tax reform. As such, taxpayers (as well as withholding agents) may wish to
take steps now to make sure they are timely in meeting their compliance obligations – this could include reaching out to
professional tax advisers for assistance.
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Key Changes
Announcement 44 has broadly adopted the policies set out in the consultation document (please refer to our previous
report in GMS Flash Alert 2020-005), and also introduced the below-noted additions and changes.

Obligations of Withholding Agents

•

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.

•

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

•

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 make sure they are truthful, accurate, and complete.

•

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 NOTE
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 foster the fulfilment of their obligations 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;
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KPMG NOTE continued
–

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

Organisations and individuals may wish to consider seeking assistance from their professional tax advisers; alternatively,
they may contact us to discuss policy developments and practical experiences.

RELATED ARTICLE
This article is excerpted, with permission, from “Final policies on 2019 annual comprehensive income tax reconciliation
published” in China Tax Alert (Issue 2, January 2020), a publication of the KPMG International member firm in the
People’s Republic of China.
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Contact us
For additional information or assistance, please contact your local GMS or People Services professional or the following
professional with the KPMG International member firm in People’s Republic of China:

Michelle Zhou
Partner
Tel. +86 (21) 2212 3458
Michelle.b.zhou@kpmg.com
The information contained in this newsletter was submitted by the KPMG International member firm in the
People’s Republic of China.
© 2020 KPMG Advisory (China) Limited, a wholly foreign owned enterprise in the People’s Republic of 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.

www.kpmg.com

kpmg.com/socialmedia

© 2020 KPMG LLP, a Delaware limited liability partnership and the U.S. 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 the U.S.A. NDPPS 530159
The KPMG name and logo are registered trademarks or trademarks of KPMG International.
The KPMG logo and name are trademarks of KPMG International. KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. KPMG
International provides no audit or other client services. Such services are provided solely by member firms in their respective geographic areas. KPMG International and its member firms are legally
distinct and separate entities. They are not and nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, partners, or joint venturers. No
member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG International or any member firm in any manner whatsoever. The information contained in herein is of a
general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor 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.
Flash Alert is a GMS publication of KPMG LLP’s Washington National Tax practice. To view this publication or recent prior issues online, please click here. To learn more about our GMS practice, please
visit us on the Internet: click here or go to http://www.kpmg.com.

4

