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What is the ATR for 20227

According to regulations, when year 2022 is over, resident taxpayers need to summarize
their comprehensive income derived in the period from 15t January to 31t December
2022, and calculate their final tax payable amount according to the prescribed
calculation method, and then subtract the prepaid tax in year 2022 to obtain an amount

of tax refund or repayment, and then report to tax authorities to complete the annual
settlement.

The Purpose of ATR

s The ATR can better protect the legitimate rights and interests of taxpayers.

s The ATR can more accurately calculate the individual income tax payable of
taxpayer’s annual comprehensive income.
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The Subject of ATR

China Tax Resident:

« Having domicile in China
No domicile in China and has cumulatively resided in China for 183 days or more in year 2022

7
0.0

Non-tax resident transfer to tax resident:
reviously assessed as non- tax resident (residing in China

A non-China domiciled taxPayer _Whog 5ESS _ _
less than 183 days cumulatively in 2022 ) at the' beginning of 2022 extends his/ her residence period
in China and finally becomes a'tax resident.

Note: Non-tax resident doesn’t be required to do the ATR
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The Scope of ATR

In Scope Out of scope

VI

Classified income, including the income from
interest, dividends and bonuses, the income from
lease of property, transfer of property and
contingent income

Salary Income

Personal Service Income Stock incentive of listed companies

The annual bonus which chose to use the special

Royalties Income tax treatment for bonus separately

The one-time compensation income obtained by
Author’s Remuneration Income termination, retirement ahead of schedule and
internal recuperation.

Note: Annual bonus which chose to use the special tax treatment for bonus separately
could be recalculated into comprehensive income in the annual final settlement (ATR)
(According to Notice No. 42 [2021], the preferential IIT treatments on tax residents’ annual bonus shall be extended till December

31, 2023.)
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The Calculation Formula

| The Taxable Amount of Comprehensive Income

: - Other
, - Special :
: - Special o deductions
Annual income - 60,000 : additional -
deductions deductions according to the

law or donations

Children’s education

100% of Annual

salary income

Continuing education

Such as qualified
personal pension, |
special commercial

insurance, tax deferred ‘

Housing Mortgage

80% of service interest

income

Three social security |
items plus housing

Basic deductible ,
Housing rent

amount

fund

endowment insurance,
enterprise/occupational
annuities, etc.

80% of royalties
income

Healthcare
80% of author’s

remuneration x 70%

Infant and Child Care |
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Final Tax amount to be refunded or repaid

=(The Taxable Income of Comprehensive Income * Applicable
Tax Rate - Quick Deduction) - Prepaid Tax Amount in 2022

lIT Rate Table (Applicable to Comprehensive Income):

IIT Withholding Rates Table for Resident Individuals

Level  Taxable income amount subject to Withholding rate Quick deduction(CNY)
cumulative withholding (CNY)

1 < 36,000 3% 0

2 36,000-144,000 10% 2,520

3 144,000-3000,000 20% 16,920
4 300,000-420,000 25% 31,920
5 420,000-660,000 30% 52,920
6 660,000-960,000 35% 85,920
7 > 960,000 45% 181,920
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Taxpayers who are not required to do ATR

&

* Where it is necessary to make a supplementary payment, but the comprehensive income
does not exceed CNY 120,000 in the year;

J
000

Where the tax amount to be repaid does not exceed CNY 400 (Not applicable: The
withholding agent who has not withheld the IIT in accordance with the law, the taxpayer
can’t be exempted of the ATR);

% Where the prepaid tax amount is consistent with the annual tax payable;

«» Abandon of the tax refund.
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q]’@ Taxpayers who are required to do the ATR

1. Where the prepaid tax amount is more than the annual tax payable and the taxpayer is wiling to apply for
tax refund:

1) The taxpayer's comprehensive income amount does not exceed CNY 60,000 in 2022 but has prepaid the IIT;

2) There are eligible special additional deductions or qualified personal pension deduction which should be enjoyed in 2022,
but the taxpayer has not declared for deduction;

3) Noincomein some months due to employment/resigning in the middle of the year which will cause some deductions will
not be fully deducted for the whole tax year;

4) Incomes only derived from personal service, author's remuneration or royalties and no employer , which is required to deal
with pre-tax deductions via the ATR;

5) Where the applicable withholding tax rate for personal service income, author's remuneration and royalties during the year
2022 is higher than the applicable tax rate for comprehensive income;

6) The taxpayers who not declare or not fully enjoy the comprehensive income tax preference when paying taxes in advance,
such as the IIT preference for the disabled, etc.;

7) Eligible donations for which the taxpayer has not declared for deduction ;

8) Other special situations need to apply the tax refunds.
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ﬁ@ Taxpayers who are required to do the ATR

2. Where the comprehensive income exceeds CNY120,000 in the year
and the amount of tax to be repaid exceeds CNY400:

1) Where the taxpayer has derived comprehensive income from two
or more sources, when he/she prepaid the tax, the standard
deduction (CNY5000 /month ) was deducted repeatedly ;

2) Except the salaries, the taxpayers also have incomes from
personal services, author’s remuneration or royalties. And the
comprehensive income amount raise into a higher tax rate bracket,
which resulting the prepaid tax amount less than the annual tax
payable amount;

3) Other special situations that require to make up the tax.
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Main reasons may lead the gap between the prepaid tax amount and the payable tax amount
for a foreigner

Worked for different employers during the year

Tax-payer status changes (non-resident to resident)

Passport renew in the middle of the year but not do tax combination

Note: Normally the total annual income which shall be declared monthly can’t be changed during the ATR, if
the total annual income need to be changed, a tax correction shall apply rather than the ATR.

/. DEZAN SHIRA & ASSOCIATES www.dezshira.com

Your Partner for Growth in Asia




How can | know whether | satisfy the conditions of exemption from the ATR or not?

% You may ask your
employer to assist. The
employer has the
liability to notify the
employee about his/her
IIT withholding
information.

O
©

/7

% You may check it by yourself via IIT app or website . Once the
ATR started, the tax authorities will provide the taxpayer with
the pre-filling service of declaration items through tax APP
according to certain rules. If the taxpayer carefully checks and
confirms the pre-filled income, prepaid tax and other declaration
items, the system will automatically calculate the tax that should

be repaid or refunded. Then taxpayers can know whether they
need to do the ATR.
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Different tax calculation methods (salary & bonus) between resident taxpayer and non-resident
taxpayer

Resident Taxpayer Non-resident Taxpayer

ccumulative lIT calculation, prepaid, Calculate and withholding [IT

gonthly salary income: FAontth salary income:
omprehensive income on monthly basis

Annual bonus:

* The individual could choose to
apply the special tax treatment for - :
annual bonus (once per year) and aggregated with other salaries

calculate it separately before 31 of the current month
Dec 2023. « Such amount shall be

apportioned over six months
o After 1st Jan 2024, the annual :
bonus shall be combined into the for tax computation purpose

comprehensive income to . with no deduction
calculate IIT. Once per year

Annual bonus/bonus:
* The bonus shall not be
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General procedure of ATR

3) Arrange the ATR via
stipulated channel and
complete the tax repayment
or refund application

Application

2) Compute the
comprehensive income tax
based on the rule and figure
out the gap shall be repaid or
refunded.

1) Review the

comprehensive income & e o Confirmation
status and self check if
you need to do the
ATR
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Timeframe of handling the ATR 2022

+ Handling timeframe for the ATR 2022 for normal cases:
1st March 2023 to 30" June 2023

% If a non-domicile taxpayer leaves China before 15t March 2023, he/she need to handle the
ATR before leaving China.
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The declaration place of the ATR

The one with two or above employments at the same time:

<+ Choose one tax bureau location where the employers
located

The one with an employer:

< The in-charged tax ’ -
bureau where the
employer located

The one with no employer:

<+ Where Hukou located or the residence place, or the place
where the main income source came from

Your Partner for Growth in Asia
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The Handling method of the ATR

s Making the ATR by taxpayers themselves;

s Entrusting his/her employer (including the employer which
withholds and pays IIT on his/her income from personal
service under the cumulative withholding method.

% Entrusting a specialized tax-related service agency or any
other organization or individual (hereinafter referred to as
the "agent") to do the ATR on behalf of the taxpayer, under
which the agent shall enter into a power of attorney with the

taxpayer.

www.dezshira.com
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Method-Handling by employer

If the employee (including interns) requests the employer to do the ATR on behalf of the him/her, the employer
shall handle it or at least provides guidance on how to handle it via website or IIT app to the employee.

If the employer will handle the ATR for its employees:

__________________________

% The taxpayer shall confirm The taxpayer shall be
with the employer in writing responsible for the veracity,
or electronically by 30th accuracy and completeness of
April 2023. And the the information submitted. And
taxpayer should also the employer is not allowed to
provide supplementary \ make annual settlement on ‘.
\ information and materials behalf of employee if there is
on his/her comprehensive no writing or electronical
income derived from any confirmation of the
parties other than the e
employer, and relevant
. deductions and other
\. enjoyable tax beneficial if !
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Handling channels

Taxpayers could do the ATR through the
online tax platform ,including online
website of tax services and IIT APP on
mobile phone ; where it is inconvenient to
make the ATR via the aforesaid channels,
taxpayers may make the ATR by mail or
at the tax service office.
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Payment methods

Tax Refund

Taxpayer shall provide a qualified bank
account opened in China. Upon the
examination by the tax authorities,
pursuant to the relevant provisions on
Treasury administration, tax refund
shall be processed at the locality of the
tax authority where accepts the annual
final settlement declaration
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Tax Repayment

Taxpayer could pay tax repayment
through online banking, by card
payment at the tax office's POS
terminal, at a bank counter or via a
non-banking payment organization etc.
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Simple declaration for tax refund

For the individual whose annual comprehensive income is less than 60,000 but
prepaid IIT during the year of 2022. The tax authority would accept a simple
declaration way to get the tax refund via tax app.

Taxpayers can quickly apply for tax refund through the tax App by confirming
the prepaid tax and filling in their own bank account information; but if
taxpayers have questions about the data in the pre filling service, they can also
choose the standard declaration form for ATR.
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Retention of tax return information and materials

h o years!

A taxpayer and the withholding agent who handles ATR on behalf of taxpayer are required
to retain the annual settlement declaration form as well as the relevant materials on the
taxpayer's comprehensive income, deductions, tax paid or tax incentives for five years
commencing from the date of expiry of the annual settlement period.

Organizations which offer equity (stock) incentives (including equity incentives given by
a domestic enterprise to its employees with the equity in an overseas enterprise as the
subject matter), cash incentives for commercialization of service technological
achievements etc. shall report and file the same for record pursuant to the relevant
provisions.
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Management Measures of ATR 2022 \

% For taxpayers who need to make up tax in the ATR, if they didn’t declare and make dJ
up tax after the end of the annual final settlement period, the tax authority will
charge an overdue fine according to law and mark it in their personal income tax
record. (If a taxpayer makes an overpayment or underpayment in the annual
settlement due to the wrong filling of the declaration information, and the taxpayer
takes the initiative or corrects in time after being reminded by the tax authority, the
taxpayer may be exempted from punishment in accordance with the principle of

"no punishment for the first violation".)
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Management measures of ATR 2022

4 N

3

%

For those cases which involved a large tax amount, the tax authority will remind, supervise and urge the
rectification of those who have not corrected or not corrected in place after reminder, and tax authority will
interview and warn if the taxpayers still have not corrected or not corrected in place, and if they still do not
cooperate with the rectification after the interview and warning, tax authority will file a case for inspection

according to law, and select some cases with serious circumstances and bad impacts for public exposure.

- J

Note: For taxpayers who apply for annual tax refund in ATR 2022, if they need to handle the final tax supplement for previous years
but fail to do so, or if there are doubts in their final tax declaration for previous years but fail to correct or explain the situation after
being notified by the tax authority, according to law they need to apply for tax refund after handling the final tax supplement for
previous years, correcting the declaration or explaining the relevant situation
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Annual settlement services

4 )

% This year tax authorities extended the appointment service, taxpayers who need to handle the ATR from
March 1st to March 20th can log on the IIT account of mobile APP after February 16th to make an
appointment for any day of above period according to their own situation. From March 21st to June 30th,
taxpayers can handle the ATR at any time without making an appointment.

% For taxpayers who satisfy the tax refund criteria and have relatively heavy living burden, tax authorities shall
provide them with priority in tax refund services.

% People with mobility problem and other special groups, the taxpayer may submit an application and the tax
authorities may provide personalized annual settlement services.

s After the ATR, a competent tax authority will be determined for taxpayers who fail to handle the ATR on time,
so that taxpayers could find the competent tax authority to provide tax related service for them when they
handle the ATR later.
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A flow chart of the ATR

Self check whether
need to do the
settlement

Know about
the ATR

l

- : Tax-related
Withholding i
Taxpayer agent prof_essmnal
service agent

Registered
local tax
bureau

App on mobile Online
phone website
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Case study

AN
I

v’ Case ]l.

« Chinese employee- Mr. Zhang hired by Company A (WOFE in China) since Y2020 .In
Y2022, his annual salary income was CNY70,000, special deduction was CNY 14,000,
additional special deduction was CNY24,000, and he had no prepaid salary IIT
payment in monthly tax declaration

* In Jan 2022,he got annual bonus CNY30,000, and used special tax treatment, the
corresponding lIT was CNY900

* No other incomes
v' Solution
The total taxable amount of salary income= 70,000-60,000-14,000-24,000=-28,000

The taxable amount of comprehensive income= The total taxable income of salary income
+Annual bonus=-28,000+30,000=2,000

IIT shall be paid=2,000*3%=60
HT refund=900-60=840

Your Partner for Growth in Asia
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v' Case 2.

* In Year 2022, Chinese employee- Mr. Wang got salary income CNY
120,000, personal service income CNY 50,000, total special deduction
and additional special deduction was CNY 38,850, the prepaid salary
IIT was CNY 634.5, and service |IT is CNY 10,000

v" Solution

The taxable amount of comprehensive income=120,000+50,000*80%-
60,000-38850=61,150

IIT shall be paid=61,150*10%-2520=3,595
IIT refund=634.5+10,000-3595=7,039.5

/. DEZAN SHIRA & ASSOCIATES

Your Partner for Growth in Asia




AN
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v Case 3.

» Aforeign employee-Amy was hired by Company A (a WOFE in China), who was declared as
tax resident at the beginning of 2022. However, due to some reasons, Amy terminated the

employment relationship with Company A and started to worked with Company B from 15" Nov.
2022.

« Amy only has one position and all her salary is due to her positions in China.
* Her January to 14th Nov. salary income in Company A was CNY 525,000.

* Her 15th Nov. to December salary income in Company B was CNY 200,000.
* No other deductions.

v' Solution

IIT in Company A=(525,000-55,000)*30%-52,920=88,080
IIT in Company B=(200,000-10,000)*20%-16,920=21,080
Annual Income in Y2022=525,000+2000,000=725,000
IIT shall be paid=(725,000-60,000)*35%-85,920=146,830
IIT repayment=146,830-88,080-21,080=37,670
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Summary

The difficulties of the ATR

* The whole procedure is complex

especially when apply for the tax refunds.

 The forms are hard to complete if the
individual can’t understand the
regulations and requirements well.

« The tax liability and related calculation
rules are complex especially the
individual has both China and overseas
income.

« It may hard for non-domicile individual to
understand his/her tax liability in different
situations.

« It will have punishment risk if don’t do
ATR or do it wrongly as lack of tax
knowledge

DSA’s suggestions P

» Setup reasonable payroll structure
or conduct tax planning in advance.

* Declare IIT in each month properly
to avoid making adjustment via
ATR, as it will be time consuming to
adjust tax via ATR.

* Have good understanding about
China individual income tax law and
regulations to avoid any
incompliance operations.

« Pay attention to the tax status of
non-domicile individual and arrange
proper declarations.

* Follow the latest tax notice and
guidance
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How can DSA help you?

4. Hotline services:
Help to answer the
various questions
related to the ATR

1. IIT planning :
make |IT simulation
and provide the
most tax-efficiency

plan

2. Tax correction services: 5. Annual tax reconciliation

Online (ATR) services:
On site Chinese employees
Expats
3. Tax-payer status 6. Others:
changing services Please let us know
for Non-domicile your inquiries.
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About Dezan Shira Associates

Dezan Shira & Associates is a pan-Asia, multi-disciplinary professional services firm, providing market entry, legal,
accounting, tax, HR, technology and operational advisory to international investors. Operational throughout China,
ASEAN and India, our mission is to guide foreign companies through Asia’s complex regulatory environment and
assist them with all aspects of establishing, maintaining, and growing their business operations in the region.

Originally incorporated in Hong Kong in 1992, Dezan Shira & Associates is now in its third decade of operations. With
three decades of on-the-ground experience and a large team of lawyers, tax experts and auditors, in addition to
researchers and business analysts - we are your partner for growth in Asia.

We support our clients from our 29 offices throughout China, Hong Kong, India, Russia, Singapore and Vietham and
Indonesia, as well as from our ‘Asian Alliance’ partner offices in Bangladesh, Malaysia, the Philippines, and Thailand.
Together, we makeup one of the largest integrated providers of corporate services in the region, with more than 35
offices and 500 professionals in Asia.

We also serve our corporate clients and partners beyond Asia. Our firm maintains liaison offices in the United States,
Europe, and Russia, and advises throughout China’s Belt & Road Initiative regions. As members of accounting, tax,
and legal professional alliances, we support our multi-jurisdictional clients with one-stop-shop access to services in
more than 155 countries globally.
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Distinctives

Companies gain a trusted partner knowledgeable about local business

30 Years of Asia Experience environments, including opportunities, trends and risks in Asia

Deep blended services across a full suite of service lines and industry

Full-Service Firm specialists, helping our clients every step of the way

Experienced teams of professionals on the ground able to support with

Practical Advice practical and effective solutions both SMEs and MNCs

Streamlined and integrated services solutions for companies with offices in

Pan-Asia Presence multiple jurisdictions

Dedicated country desks with professionals who speak the language of our
Global Perspective clients and understand tax / legal issues in their country while providing
services in Asia
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DSA’s HR & Payroll Services J— CISiCICIdmin

» With three decades of experience across Asia, Dezan Shira & Associates’ simple and easy payroll solutions make
use of technology and system infrastructure that exceed industry standards. We understand the need to have
regional oversight with local expertise. Our on-the-ground experts with knowledge of local statutory regulations
enable you to focus on running your company as efficiently as possible.

» Dezan Shira & Associates provide an integrated payroll service. Our cloud-based HR & Payroll portal will provide
an efficient, always-on service to the clients across Asian countries. Using the HR & Payroll portal gives your
company access to a state-of-the-art HR and payroll system without having to invest in physical infrastructure —
allowing your workforce to focus on core business.

= Human Resources Administration = Executive Search

= Cross-border Payroll = [ndividual Income Tax Advisory

= HR and Payroll Audits = Expatriate Management

» Recruitment = Global Mobility & PEO

= Salary Benchmark Studies and Background = HR & Payroll portal - asiaadmin®
Checks
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Individual Income Tax (lIT) compliance service

O Service

Annual Tax Return (ATR) for employer and employee

Expatriate arrival tax briefing and tax clearance

Tax registration, filing and consulting

Other tax compliance services subject to local
legislation requirements

DSA will provide service from its local offices in Hong Kong, Singapore, Vietnam, Indonesia and India; meanwhile work with its
local vendors in more countries or regions
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Individual Income Tax (IIT) compliance service

O Country & region coverage
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Any questions?
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Global Offices

CHINA
Beijing Hangzhou Shenzhen
Dalian Ningbo Suzhou
Dongguan Qingdao Tianjin
Guangzhou Shanghai Zhongshan
VIETNAM
Hanoi Ho Chi Minh City Danang
INDIA INDONESIA SINGAPORE
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Please email asia@dezshira.com or visit www.dezshira.com

© 1992-2022 Dezan Shira & Associates All Rights Reserved.
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Thank you!

Visit our mobile page and get the latest
updates investors news and resourcces with us
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