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INTRODUCTION

Withholding tax is applicable in few countries. Some of the countries which
have withholding tax are United Kingdom, Slovakia, Turkey, Argentina, Brazil,
Chile, Colombia, Mexico, India, Philippines, Thailand and South Korea. SAP
has given an excellent solution to map the withholding tax scenario.

What is a withholding tax?

Withholding tax is an Income tax which is deducted at the source of the
revenue. The party that is subject to tax does not remit the withholding tax to
the tax authorities himself.

In any business transaction there are 2 parties involved. One is the customer
and another is the vendor. A customer is authorized to deduct withholding tax
for services rendered by the vendor. When the vendor raises the invoice on
the customer, the customer deducts the withholding tax as per the rates
specified by the tax authorities and pays the balance money to the vendor.

The tax deducted by the vendor is remitted to the tax authorities on specified
due dates. The vendor gives a Withholding tax certificate to the customer for
the withholding tax deducted.

The customer can claim this withholding tax (as advance income tax paid) in
his annual returns to Income tax authorities.

In some countries (like India) the withholding tax is deducted on Invoice or
payment whichever is earlier. Thus when an advance is paid to the vendor the
customer is required to deduct withholding tax on the advance payment.

When the Vendor submits an Invoice the customer is now required to deduct
tax on the Invoice amount reduced by the advance amount.

To calculate pay and report the withholding tax, the SAP system provides two
functions:-

Classic Withholding tax

Extended Withholding tax

Extended Withholding tax includes all the functions of classic withholding
tax; SAP therefore recommends the use of extended withholding tax.

We will cover the Extended withholding tax functionality in this e-book.
We will try to cover the broad configuration aspects of extended withholding

tax, without getting into each country specifics. Since each country has its
own forms and different reporting requirements.
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With Extended Withholding tax, we can process withholding tax from both the
vendor and customer view.

From the Accounts Payable perspective, the vendor is the person subject to
tax and the company code is obligated to deduct withholding tax and pay to
tax authorities.

From the Accounts Receivable perspective the company code itself is subject

to tax and the customers that do business with the company deduct
withholding tax and pay to the tax authorities.

Generally the Accounts Payable perspective is used by majority of the
implementing companies.

Let us proceed for the configuration.
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1. Basic Settings

1.1 Check Withholding Tax Countries

For configuration we use the following path on the SAP application screen:-

SAP Menu - Tools - Customizing 2 IMG - SPRO - Edit Project >

G SAP Reference IMG

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Basic Settings - Check

Withholding Tax Countries

The withholding tax country is needed for printing the withholding tax form and
also for maintaining the tax codes in the vendor master and customer master

Update the withholding tax country.

Click on Mew Entries

TableView Edit Goto  Selection  WMilities  Systern Help

B dEH CE@ BEE 3
New Entries: Overview of Added Entries
4 . G Display BC Set

| |cty wictyDescription
IN [IN  India]

[ <DIE]

Click on
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1.2 Define Official Withholding Tax Codes

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Basic Settings - Define
Official Withholding Tax Codes

If the national tax authorities use official withholding tax keys to identify the
different withholding tax types, you can define these official names for your
tax codes here.

Here we configure the various tax keys which are applicable in different
scenarios.

For example=-

Withholding tax code on Contractors,

Withholding tax code on Commission and brokerage

Withholding tax code on Professional & Technical service

Withholding tax is also called TDS (Tax deducted at source) in some
countries.

Update the following:-

Determine Waork Area: Entry

Wark Area
Cauntry Key ] @

%  Further selectcond. | Append Iﬂ' ¥
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] 22 ©8i0©@e 2k ano0 D @
Change View "Official withholding tax key - Descriptions”: Overview

Counry:

Pr=iting
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Cickon

Update the following:-

Y| 222 340 C@e CHE DL
MNew Entries: Overview of Added Entries

IN

Off. Ke Mame MatTa...

192 Sec 192 TDS on Salaries [«]

193 Sec 193 TDS on Interest on Securities E|

19448 Sec 1944 - TDS on Int oth than Securitie

1940 Sec 1942 - TDS on Payment to Cantractars

194H Sec 194H TDS an Comm and Brokerage

1941 Sec 1941 TDS an Rent

194.1 Sec 1941 TDS an Prof & Tech. Services

I
[4]
[~]

OD/ . On

Click onn
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1.3 Define Reasons for Exemption

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax - Basic Settings - Define
Reasons for Exemption

Here we define reasons for exemption from withholding tax. This indicator can
be entered in the vendor master record or in the company code withholding

tax master record information.

 [a)

' Futherselectcond. | Append GF X
Click on

New Entries: Overview of Added Entries

IM

Exmpt.resn |Text
ZE Exempt frorm withholding tad [«]

Click on &
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1.4 Check Recipient Types

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax - Basic Settings - Check

Recipient Types

This is required to categorize the vendor.
For example -

If the vendor is a company or,
Otherthan a company.

This configuration can be done after step number 2.1.2

| Further selectcond. | Append ||E|

Cick on

| =98 e@e BHE T
New Entries: Overview of Added Entries

IM

With tiype |Recty |Text

I C0 Carmpany |E|
M1 aT Other than Company E
Wz ca Campany

Iz ar Other than Company
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Click on

1.5 Define Business Places

IMG - Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax - Basic Settings - India >

Define Business Places

Business places are the location where tax is deducted. A company has
various offices at Head Office, Regional offices etc. Tax can be deducted at
any of these places. Withholding tax tracking is thus done based on business

places. The use of business places is mandatory.
Create a business place for each tax deduction account number (TAN) that
your company has.

Update the following:-

Determing Work Area: Entry

Wik Ares
Campany Code 91EIEI|@

¥  Further selectcond. | Append I-'H 32

T=—0 L =

Click on Mew Entries
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Update the following:-

New Entries: Details of Added Entries

m Head office|

Click
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Marne
Title El
Marme Head Office
Bandra @

Search terms
Search term 1/2 HO

Street address

Street!House numhber Linking Road
FPostal codeiCity 400077 Murmbai - Bandra
Country N India Region @

PO box address

PO Box

Fostal Code

Company postal code @

Communication

Language EM English g Other communication... |
Telephone Extension
Fax Extension
E-Mail
Standard Comm Method £}

Comments
|Q. Preview||% International Versions |®

Click

Click on =

Click &
Click on

Update the following:-
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New Entries: Details of Added Entries

W Pune factory accnunts|

Pune factory accounts

Search term 152

Street address

StreetiHouse number Deccan Road
Fostal coderCity ajelelaray| F'unel
Country IN India Region

FO hox address

PO Box
Fostal Code
Company postal code

Language EM English Other communication. .
Telephane Extensian

Fax Extension

E-Mail

Standard Comm.ethod

| F'review||% International Yersions |®
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Click ¥

Click on

2. Calculation

2.1 Withholding Tax Type

The withholding tax type controls the essential calculation options for
extended withholding tax.

While the withholding tax code only controls the percentage rate of the
withholding tax.

You must enter the withholding tax type in the customer/vendor withholding
tax master data and in the company code master data.

2.1.1 Define Withholding Tax Type for Invoice Posting

IMG - Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Calculation> Withholding
Tax Type - Define Withholding Tax Type for Invoice Posting

Here you define the withholding tax type for the posting at the time of entering
an invoice. This withholding tax type does not have any effect on the
payment.

All calculations for extended withholding tax are made in the first local
currency of the respective company code.

Update the following:-

Determine Work Area: Entry

Wiork Area
Countrye Key II“ @

¥ | Further selectcond. | Append E{';T *
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Cickon

Update the following:-

gl oA eee SR o0 BE @
New Entries: Delails of Added Entries

General data
Withld ta type H1
Witax type no. 1

Desctiption Withholding tax type far Invaice Posting

Calculation

Rounding Rule
COwyitax comm. round.

® Round witax amnt up
) Round witax amaount

Base amount
O Met amount

() Modif. net amaunt
@ Gross amount

O Tax amount

) Modif. tax amaunt
[JInhetit hase
[]Base amnt reductn

[v] Past witax amaunt

Accumulation type Control data

@ No accumulation
() Per Calendar Year
) Per quarter

[w]\ittax base manual
Manual witax amnt
Mo cert. numbering

) Per month
) Per Year, Starting with Mnth

Infarmation for regional withholding tax
Region

[ A vtz to mas.

I > | DEV (3) (800) 5 server  INS

Here we want the base amount for calculation of the tax as the Gross amount.
Rounding rules can be selected based on 3 options available above.
We do not want any accumulation of the base amount for calculation of the

withholding tax. This is particularly important if the withholding tax is to be
deducted only if the gross amount on accumulation reaches a specified figure.

Click [~
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Selection

Tahle View Edit Goto Utilities  Swstem  Help

B €@ DERE SO IIBREI@n
New Entries: Details of Added Entries
2 B & Bl Display BC Set

Calculation
Baze amount Rounding Rule
() Met amount CAniitax comm, round.
) Madif. net amount @ Round witax amnt up
@) Gross amount ) Round witax amount
() Tax amount

) Modif. tax amount
[ Inherit hase
[]Base amnt reductn

Post witax amaount

Accumulation type Control data

@ Mo accurmulation [w] ¥itax base manual
'Per Calendar Year [v] Wanual witax amnt
(I Per guarter Ma cert. numhbering
' Pet manth

I Per Year, Starting with Mnth

Information for regional withholding tax
[ Ace. witax to max. Region

Define minimumimaximum amaunts

Baze amount Withholding tax amount
@) \Witax code |evel @ \Wiitax code level
) Type level I Type level

We can define the minimum and maximum amounts for the calculation either
at the withholding tax code level or the withholding tax type level.

We will define it at the withholding tax code level.

Click on
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2.12 Define Withholding Tax Type for Payment Posting

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Calculation> Withholding
Tax Type > Define Withholding Tax Type for Payment Posting

Here we define the withholding tax type for posting at the time of payment.
We also have to enter the withholding tax information when entering the
document for this withholding tax type.

Update the following:-

| Further select cond. || Append ||g|

N el S a2

Cickon

Update the following:-

| e De@e SHE S0 FE @
New Entries: Detaiis of Added Entries

General data
Withhid tax type W2
Witax type no (o)

Description  Withholding Tax Type for Payment

Calculation

Base amount Rounding Rule Zash discount

) Met amount () Witax comm. raund. O \itax pre cfdis
O Modif. net amount @ Round witax amnt up @ Cidise pre Wit
@ Gross amount ) Round witax amount

) Tax amaunt
) Modif. taxt amount
[Jlnherithase

Postwitax amount

Accumulation type Caontral data

® Mo accumulation [w]Witax hase manual [C]wiitas alrdy wihcl

() Per Calendar Year [w] Manual witax amnt [w]'Witax for pmints
() Per guarter [] selt-wiholding [w] Mo cert. numbering
) Per month

() Per Year, Starting with hnth
Information far regional withholding tax

[] combined accum. Region
[ &cc. witax to max

[> | DEW (3) (8003 P2l server | INS
-
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Click =]

Edit Goto Selection WHilities Systern  Help

& 2l BIead DHE OHTO8 BEE @b
New Entries: Details of Added Entries
72 & [ [ Display BC Set

) Modif, tax amount
inherit base

[w] Post witax amount
Accurmulation type Cantral data
@ Mo accumulation [v] Wit hase manual [ Wit alrdy wehd
() Per Calendar Year hlanual witax amnt Wﬁa}{fﬂrpmnts ------------------
() Per guarter [ 8elfwiholding [v¥] Mo cert. numbering
) Per month

(I Per Year, Starting with Mnth

Information for regional withholding tax
] Combined accurm. Region
[ Ace. witax to max.

Define minimumfmaximum amaunts

Base amount Withhalding tax amaount
@ ‘iftax code level @ ‘iftax code level
) Type level ) Type level
Central invoice Minimum Check
@ Mo centr. invoice @ Minimum Check at ltem Level
) Centinv.é 1st p.pmt () Check min. base amnt at pmnt doc level
I Caentral inv. prop. CIMinbase amnt check at doc.invoice level

I Min. Amt Check at Payment Doc. Level
() Basze Exempt Amt Check at Pymt Doc. Level

Click on

2.13 Define Exchange Rate Type for Withholding Tax Type

IMG - Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Calculation> Withholding
Tax Type - Define Exchange Rate Type for Withholding Tax Type
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Here we define the exchange rate type for individual withholding tax types that
is to be used for calculating withholding tax.

When calculating withholding tax for payments, the exchange rate of the
payment is usually used, if the withholding tax amount has to be translated
from a foreign currency into the local currency.

Some countries have legal requirements that specify which exchange rate is
to be used.

| Further select cond. H Append |®

gl alal e DHE nnoD BE 0
Change View "Alternative Exch.Rate Type for Withholding Tax Calcuiatio

We do not want any different exchange rate type, therefore we leave it blank.
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2.14 Define Rounding Rule for Withholding Tax Type

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Calculation> Withholding
Tax Type - Define Rounding Rule for Withholding Tax Type

Here we define rounding rules for the individual withholding tax types.

Click on Mew Entries

Tableview Edit Goto Selection

Ittilities Help
BldH @a@ D0
New Entries: Overview of Added Entries

vEE BRE

System

| |co. lwithttype  [Crey [Unit m
9108 N1 INR 100 [«]
EE INR  [180] [~]

Click on
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2.2 Withholding Tax Codes
The withholding tax code determines the withholding tax percentage.

2.2.1 Define Withholding Tax Codes

IMG -> Financial Accounting -> Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax - Calculation> Withholding
Tax Codes - Define Withholding Tax Codes

Currently the withholding tax rate is same for company and a firm which is not
a company. But in future the rates will differ; therefore we create the 2 codes
one for company and another for other than company

Let us create 2 withholding tax codes for Contractors (Companies & other

than companies) for Invoice posting and 2 tax codes for Payment posting
(Companies & other than companies)

Let us create 2 withholding tax codes for Professional & Technical services for
Invoice posting (Companies & other than companies)

Determine York Area: Entry

Work Area
Country ey ] @

¥ | Further select cond. | Append %T ¥

Click on [ew Entries
Update the following:-

Take a drop down in the field Post. Indic

Fosting indicator {33 3 Entries Found

ACIGEI = I EEY

Post. ind.|Post. ind.|Short text

1 Standard posting: Bankivendaricustomer line iterm reduced
2 Offzetting entry to GIL account ("grossing up™)

3 Offsetting entry to GIL account

Select 1
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%| 00 29D Ieeq DHB I aDan ||
New Entries: Details of Added Entries

County I

General data

withhid tax type i1 [=)

ihiitax code I1 OFF Wi ax ey 194C
Drescription 1942 2.24% TOS on Invy Contractars CO

Base amount Fostinos

Fercentage subject to tax 100,00 % FPostindic. 1
Calculation Repotting information
inithitax rate 2.2400 s Region

Withitax rate (fraction) ! Provtax code

[]% ta form. Income type

Click onn

Cickon

Update the following:-
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HEE AR AR

New Entries.: Delails of Added Entries

Country IN

General data
Withhld tax type h1
Whiftax code 12 D W ax Key 194C
Description 194C 2.24% TDS on Inv Contractors OT

Base amount Fostings

Fercentage subject to tax 100 S Fostindic.
Calculation Repoding infarmation
Withrtax rate 2.24 A Region

Withitax rate (fraction) / Prov.tax code

[ tax form. Income type

Click onn

Cickon
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Update the following:-

g 2|1 BIeee DA Dnoa
New Entries: Delails of Added Entries

General data

Withhld tax type Wz

Wyitax code 81 Off W ax Key 194C

Description 194C 2.24% TDS on Adv Caontractors CO
W

Fercentage subject to tax 100 % Fostindic. 1
m

Wnithitas rate 2.24 s Region

Withitax rate (fraction) ! Provtax code

[ tax form. Income type

Click onn
Click on
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| 00 uaBeae DH® anonll
MNew Entries: Details of Added Entries

Country IN

General data

Withhid tax type bz

Witax code hZ Off I ax Key 194C
Description 194C 2.24% TDS on Adv Contractors OT

Base amount Postings

Fercentage subject to tax 100 S Fostindic. 1
Calculation Repoding infarmation
withitax rate 2.2 [& Region

Whithitas rate (fraction) ! Prov.tax code

[ ta farm. Income type

Click onn

Let us now create withholding tax code for Professional services

Clck on

Update the following:-
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| 0 3aB@Ieae DHE anoD
MNew Entries.: Details of Added Entries
Country  IN

General data
Withhld tax type M1

Witax code I3 Off, Wi ax ey 194
Description 194.0 -5 1% Fees far Proff Tech Serv. GO

Base amount Postings

Fercentage subject to tax 100,08 % FPostindic. 1
Calculation Feporing infarmation
Withrtax rate 5.6100 % Fegian

Withitax rate (fraction) ! Provtax code

[ ta farm. Incame type

Click onn
Click
Gickon

Update the following:-
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& I0 CAQ I QHE Do
New Entries: Details of Added Entries

County  IN

General data
Wyithhld tax type H1
Whiftax code I4 D W ax Key 194.1
Drescription 1944 -5.61% Fees for Praff Tech Serv. OTI
Base amount Fostings
Fercentage subject to tax 100 .08 % Fostindic. 1
Calculation Repoding infarmation
Withrtax rate 5.6100 S Regian
Whithitax rate (fraction) ! Prov.tax code
[ tax form. Income type
Click on &

Similarly you can create codes A3 and A4 for Prof Services for Advance
payments

2.22 Define Formulas for Calculating Withholding Tax

IMG -> Financial Accounting -> Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Calculation> Withholding
Tax Codes - Define Formulas for Calculating Withholding Tax

Here you define formulas (scales) for calculating withholding tax This
formulas are used where the calculation is quite complex.

Our calculation is quite simple; therefore we do not configure anything here.
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| Further select cond. || Append |®

g, 2 JH @@ Sl nnonn HE @
Change View "Header data for fornnia maintenance”: Overview

Dialog Structure IN

2 S Header data for farmula
[(CJFarmulas far calculal

Croy  (Wth tiype Wft;a_xu:ode WICTYWalid fram

[+ ] [ [+ ][ »]

Fosition...
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2.3

Withholding Tax Base Amount

2.3.1 Define Processing Key for Modified Net Amount

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax - Calculation> Withholding
Tax Base Amount - Define Processing Key for Modified Net Amount

Here we define the transaction keys for calculating the modified net amount.
Modified - means an extra amount is added to the net amount.

This extra amount is determined using one or more transaction keys which we
define here.

This configuration is not relevant for us.

| 2 3JH ©¢@@ Bk Dnag
Change View "Withholding tax type and transaction key fo.

IN

WWith 1.type Fro

(D]
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2.3.2 Define Processing Key for Modified Tax Amount

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Calculation> Withholding
Tax Base Amount - Define Processing Key for Modified Tax Amount

Here we maintain the transaction keys for calculating the tax base amount
based on the modified tax amount.

This configuration is not relevant for us.

| 2000 3JiBIeee BHE DDog
Change View "Withhoiding tax type and transaction key fa

IN

Wth ttype Fro

[+][]
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2.2.3 Portray Dependencies between Withholding Tax Types

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax - Calculation> Withholding
Tax Base Amount - Portray Dependencies between Withholding Tax Types

Here we can represent dependencies between withholding tax categories.

| Further selectcond.  Append |®

= W e e e

Change View "Maintain Dependencies of Withhoiding Tax

I

With.ttvpe Marme Wita By
M1 ithholding tax type for Invoice Posting 1
Iz ithholding Tax Type for Payment 2

<]

Double click M
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g 2 1diHC@e LHR an0d HR e

Change View "Maintain Dependencies of Withholding Tax Types": Det

We do not want any dependency between the withholding tax types.
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2.4 Minimum and Maximum Amounts

Here we define the minimum and maximum amounts for the withholding tax or
for the withholding tax base amount.

In withholding tax type Customizing step 2.1.1 we define whether we want to
maintain the minimums and maximums at withholding tax type level or at
withholding tax code level.

Atwithholding tax type level, the minimums and maximums are chosen
independently of the specific withholding tax code of the relevant line item.

Atwithholding tax code level, we can adapt the minimums and
maximums independently to meet our individual requirements for each
combination of withholding tax type and withholding tax code.

2.4.1 Define Min/Max Amounts for Withholding Tax Types

IMG - Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax = Calculation-> Minimum and
Maximum Amounts - Define Min/Max Amounts for Withholding Tax Types

Determing Work Area: Entry

Winrk Areg
Countey Key n @

w¥  Further select cond. | Append Eﬂ x
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Change View "Minimum/maximum amounts per

IN

WWith 1.type Walid from | Cre

We do not want any minimum or maximum amount therefore the configuration
is not relevant for us.

2.22 Define Min/Max Amounts for Withholding Tax Codes

IMG - Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax = Calculation=> Minimum and

Maximum Amounts = Define Min/Max Amounts for Withholding Tax Codes

Here we define minimum and maximum amounts for withholding tax codes.

| Further select cond. || Anppend ||z|
L
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g,  3dB @@ il anoadn HE QE
Change View "Minimum/maximum amounts per withholding tax code”: Overvi

Coiniiy, N

This configuration is also not relevant for us.
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3. Company Code

3.1 Assign Withholding Tax Types to Company Codes

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—-> Extended Withholding Tax - Company Code—> Assign
Withholding Tax Types to Company Codes

Here we assign the withholding tax types to the company code.

Cickon

Update the following:-

| 0000 B eae RHE fnos BRE
New Entries: Details of Added Entries

Vendor data
[w]ithitax agent

Walidity period

Witax obligated frrm B1.01. 2006 Cihlig.to witasx until 3 .B03.2009

Witax number

Customer data
[w] Subject ta wit

[v| Selfwithhldg agent
Exemption

Exemption number Exemption reas.
Exermption rate

exempt from Exempt To
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Click on EH
Click &

. Mew Entries
Click on

Update the following:-

& I0 CeaQ DHE DDOon BE
New Entries: Details of Added Entries

Yendor data
[w] Wwithitax agent

Walidity period

Wirtax obligated frm A1 .81, 2006 Ciblio. o watae urtil 3.03. 2EIE|9|

Wilitax numbhber

Customer data
[v] Subject to it

[v] Selfwithhldg agent
Exemption

Exemption number Exemption reas.
Exemption rate

exempt from Exempt To

Click on [H
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3.2 Activate Extended Withholding Tax

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax > Company Code—> Activate
Extended Withholding Tax

O S Onan EE @0

Change View "Enhanced withholding tax functions active”: Overview

Co.. [Company Mame Extwnitax
9180 [ td. (=]
ATE1IDES AG & Co. KG (-]

CABB Training
CABD|CABD

CHOT[FIBL) Schyveiz
CPFO(Good Food
F108(Bankhaus Frankfurt
F300 (Liberty Bank
R108(DES Retail GmbH
RIOO(DES Retail INC LS
5300 (DES Services

) o o

Select

G| 0000 3dBeee DHE NDLD EER @m
Change View "Enhanced withholding tax functions active": Overview

voEEE

Co.. |Company MNarme Est wultan
9108 Ltd. [+]

Click ¥
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Click onn

4. Postings

4.1 Define Accounts for Withholding Tax to be Paid Over

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax - Postings—> Accounts for
Withholding Tax = Define Accounts for Withholding Tax to be Paid Over

Update the following:-

Maintain FI Configuration: Automatic Posting - Rules

| Accounts || Posting Key |

Accounts are determined based on
DebitfCredit |
Yiithhaolding tax code |

Withholding tax type |
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Update th e following:-

g 3)dH @G0 0HEB o008 BEIQ

Maintain FI Configuration: Automatic Posting - Rules

CAccounts | Posting Key

Accounts are determined hased an
Dehit'Credit

Withholding tax code
withholding tax type

Click onn

Update the following:-
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Fosting procedure  Edit Goto  Extras  Utilities  System Help
B d0I @@ DHE DL DR @m
Maintain Fi Configuration: Automatic Posting - Accounts

O [ @ Posting Key | Rules

iChart of Accounts: YCCA  Comman Chart of Accounts A Group cas

Transaction WIT  Extended withholding tax

Account assignment
Withhaldin... Withholdin... |Dehit Credit
W1 I 2194935 2189345 E
M1 Iz 219935 219935 E
W1 I3 2194935 218935 L
W1 I4 2194935 2189345
W2 i1 219935 219935
Wz h2 2194935 218935
W2 A3 2194935 21589345
W2 h4 219935 219935

Click on

5. Generic Withholding Tax Reporting

The following configuration steps are not applicable for India. For India

there exists separate configuration step for meeting their local reporting
requirements.

5.1 Define Output Groups

IMG -> Financial Accounting -> Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax = Generic Withholding Tax
Reporting—> Define Output Groups

Here we define output groups for the Generic Withholding Tax Reporting
program.

For each output group, specify what lists, printouts, and files it covers, and
which accounting documents the program is to read the withholding tax items
from (accounts payable, accounts receivable, or both).

Double click
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510 =) [THHOLDIMG TAX REPORTS

Edit

Goto Selection  LHilities Sy Help

2 dH e DHE SDOo0 BRI @I
Change View "Define Output Groups": Details
%7 | MewEntries | (B = wd & B EF

Table View

Process Type 5TD
Qutput Group

Define Qutput Groups
Ctr-spowlhld name WITHHOLDING TAX REPORTS
Header 1 MAME OF THE YWITHHOLDIMNG TAK SCHEME IM YOUR COUNTRY
Header 2 ADDITIOMNAL MAME FOR THE OUTPUT GROLUP CURRENTLY DES ..
Read Withholding Tax ltems From
1 vendor Invoices, Credit Mernos, and Open Down Payments i
[ | Exclude Sales Tax Data [JInclude Spen ltems
[ Exclude Exemption Data

Cutput List: Section Headers
Error List ERRORS ANMD WARMINGS
Company Codes COMPARY CODES
Tax Per Business Partner VENMDORSAYH TAX TYPES AND CODES
WH Tax Items Fl DOCUMENT LINE ITEMS

Printouts
Frintaut 1
Title
Smart Form

Printout 2
Title
Smart Form

Click &

5.2 Define Forms for Withholding Tax Reporting

IMG -> Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax—> Extended Withholding Tax = Generic Withholding Tax
Reporting-> Printouts - Define Forms for Withholding Tax Repotting
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Here we define the Smart Forms for the printouts (for example, withholding
tax certificates and withholding tax returns) that we want to create using the
Generic Withholding Tax Reporting program.

This can be defined as per the local reporting requirements.

Use this predefined form IDWTCERT_UK_CIS23las a template.

Selection

Edit

Itilities  Systerm Help
240 e 2HE DDOO AR
Change View "Define Output Groups": Details

%7 MewEnties [y & «» & B EF

Tahle Yiew Goto

Process Type STD
Cutput Group

Define Qutput Groups
Ctry-sponthld name WITHHOLDIWG TAX REPORTS
Header 1 NAME OF THE WITHHOLDING TAX SCHEME IM YOUR COUNTRY
Header 2 ADDITIOMAL MAME FOR THE OUTPUT GROUFP CURREMTLY DES ..
Read Withholding Tax tems From
1 Wendor Invoices, Credit Memos, and Open Down Payments g
[ Exclude Sales Tax Data [Jinclude Cpen ltems
[]Exclude Exemption Data

Qutput List: Section Headers
Error List ERRORS AND WARNINGS
Company Codes COMPARY CODES
Tax Per Business Partner vEMDORSMH TAX TYPES AMD CODES
WH Tax Items FIDOCUMENT LINE ITEMS

Printouts

Printout 1
Title |
Smart Form

Printout 2
Title
Smart Farm

This forms needs to be assigned in the output group in printout 1
Smart form field.
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5.3 Define Certificate Numbering for Extended Withholding
Tax

IMG - Financial Accounting - Financial Accounting Global Settings—>
Withholding Tax-> Extended Withholding Tax - Generic Withholding Tax
Reporting-> Printouts - Define Forms for Withholding Tax Reporting

Here we define the number ranges for your withholding tax certificates. We
define the company code and fiscal year for each number range.
This only applies to the withholding tax certificates created periodically.

Update the following:-

gl 00 aiHIeee SHNE e
Cenrtificate No. range

C||Ck Ig Intervals I
Click

Mew interyal

K] |‘r’ear |Frnm number |T|:| nurmkber |Currentnumber
01 2006 QOO0QQOOOO1 9999999999 2]
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Click [=

Click on
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6. Vendor Master Data Maintenance

6.1 Update withholding tax codes in the vendor master

We assume that the vendor master is already created. We are changing the

vendor master data with the withholding tax codes details.

Use transaction code FK02

Update the following:-

Change Vendor: Initial Screen

_1I3EII3EIEIEI
-91EII3

General data
[JAddress
[Jcantral
[JPayment transactions

Campany code data

[ ] Accounting info
[JPayment transactions
[]carrespondence

| Wiithholding tax

Update the following:-
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v _a 0 e@aea o0E oanman BE @
ﬁ Change Vendor: Withholding tax Accounting

_1 nopaog

WHTacCounty N

Withitax information

iith.ttype (Witax co.. |Liable Rec.ty Exemplion ﬂumbﬂEﬁm.. Exmpl.... |Exempt From |Exempt To Description
M1 I (] ithholding tax type far n
Nz col =) ithhalding Tax Type for Pa

DDDD!!I

[0 |

[=]
i
=]
E2]

B Celete Row
Page 1 from 1

Here for payment postings we only update the withholding tax type. We must
not update the withholding tax code. The reason being system always
automatically calculate taxes even in the case of final payment.

Click onn

You get the following message

|® Postprocess open iterms after changing relevant withholding tax types

Double click on it to display the long text

www.sapficoconsultant.com Page 49 of 57



Ferformance ant

FEA AR P B2 ] L R =Y

Postprocess open items after changing relevant
withholding tax types

Message no. 7020
Diagnosis

As aresult of changes you have made, you may have changed the quantity of
relevantwithholding tax types.

Awithhaolding tax type is relevant if the following conditions apply:

» The withholding tax type is entered in the master record of the business
partner and indicated as subject to withholding tax évendor) or authorized
to deduct withholding tax (customen.

e« The company code is defined as authaorized to deduct withhalding tax far
vendars ar subject to withhalding tax far customers for this withholding
tax type.

« The posting date is in the validity period for the authorization deduction
{customer master record orwithholding tax data for company code).

System Response

If the gquantity of relevant withholding tax types changes, open items posted
hefore the change cannot he activated and therefore not cleared
{inconsistencies hetween withholding tax infarmation in the open items and
information in the company code or master data).

In the document display, the systemn displays relevant comments about the
validity of the withholding tax information in the withholding tax dialog box, New
withholding tax e if a relevant withholding tax type was added after document
entry, and Withhoiding tax bspe nojonger reievant if there are less relevant
withholding tax types after the document entry.

Procedure

After yaou have changed the relevant withhaolding tax types, you have to adjustthe

After you have changed the relevant withholding tax types, you have to adjust
the open items for the current relevant withholding tax types. For new
withholding tax types, new withholding tax information has to be generated
and for withholding tax types that are no longer relevant, the withholding tax
code must be deleted in the existing withholding tax information.

You can use report RFWTO0010 to adjust the withholding tax information to the
relevant withholding tax types.
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Click & and Click on

6.2 Change Field Status used in the down payment account

The down payment account for special GL indicator A is defined in the
configuration which can be seen below using the transaction code OBYR

Special GIL Edit Goto  Ltilities  Systerm  Help

B I @@ BEE Aha8n)
Maintain Accounting Configuration : Special G/L - Account

| Froperties

Chart of Accounts YCCA  Common Chart of Accounts A Group cos
Account tipe K Yendor
Special GiL ind. & Diowen payment on current assets

Account assignment
Recon. acct Special Gik account Planning level  Input tax clearing

213320 119820)|

Let us see the field status maintained in the down payment account 119820
using transaction code FS00
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A0 e BHE a0o0 BE @m
Displiay G/L Account Centraily
| | | \Ilm | | | Editfinancial staternent version || Edit set || Edit cost elerment |

119820 [a)
EEg %i(2l0 3l

Typeldescription . Control data Createthankiinterest | Keyworditranslation

Contral of docurment creation in company code

Field status group G026 Accounts for down payments made
[] Post automatically anly

] Supplement auto. postings

Bankfinancial details in campany code

Flanning level

Interest calculation information in company code
Interest indicator

Interest calc, frequency ]
Key date of last int. calc.
Date oflast interest run

Double click on 2226
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Dispiay Field Status Group: Overview

Field status variant 9100 Field status group GOZ

Accounts for down payvments made

Double click Taxes
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Field status Edit Goto

Extras

System

i H  €aa I SFEE AN O EAE@

Help

Dispiay Field Status Group: Taxes

i [# Field check

General Data

Accaunts far down payments made

Field status wariant 9100 Field status group GO2

Withholding tax code and tax amounts are suppressed.

Taxes

Suppress Req. Entry 0t Entry
wiithhaolding Tax Code O] (] (]
wiithhalding Tax Amounts i () (]
EC tax data (O] () (]
Gross Income Tax O] (] (]

Therefore when you make a down payment system will not show you a
screen for entering the withholding tax code.

IMG - Financial Accounting = Financial Accounting Global Settings >
Document = Line ltem = Controls = Maintain Field Status Variants

108 Field status for 9100

Select

Double click CIField status groups

Double click | 6828

lﬂu:cuunta for dowin payments made|
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Maintain Field Status Group. Overview

General Data !

Field status variant 9100  Group GOZ6
Accounts for down payments made

Select Graoup

General data

Additional account assignments
Materials management
Payment transactions

Aszzet Accounting

Taxes

Foreign payments
Consolidation

Real estate management
Financial as=ets management

Double click T##&s
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Edit Goto  Extras  Systerm Help

BdH e CHE DDLon BE
Maintain Field Status Group: Taxes
& [ Field check

Field status

zeneral Data iPage: 1
Field status wvariant 9100 Group GOZ6
Accounts for down payments made
Taxes
Suppress Feqg. Entry Cipt. Entry
Withholding Tax Code @ i i
Withhaolding Tax Amounts 1] i) (]
EC tax data (] i) i
Gross Income Tax @ i) i
Change to

Eield status  Edit Goto  Extr: Sy Help

& BB SCeQ  EHE SDO0 BRE @
Maintain Field Status Group. Taxes
i | [B Field check

General Data Page 1 /1
Field =tatus variant 9100 Group G026
Accounts for down payments made
Taxes
Suppress Red. Entry Qpt. Entry
Withholding Tax Code ) i) (-]
Withhalding Tax Amaunts ) ) @
EC tax data ) ) rm
Grogs Income Tax ) i) fﬁ‘u
Click on
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7. Go live checks when uploading Vendor Master Data and
Vendor open items

1. Vendor master must be first uploaded in to the Production system

without the withholding tax master data. The reason being when

Vendor open items are uploaded into the production system if

withholding tax information exists on the vendor master, system will

calculate withholding tax for each and every item uploaded into the

system.

Upload Vendor open items into the Production system.

After completely uploading vendor open items upload the withholding

tax information on the vendor master in the change mode.

4. Execute report RFWT0010 using transaction code SA38 to adjust the
withholding tax information on the vendor open items

wn

If you have liked the configuration material, please circulate it to your friends
and colleagues.

Further you can take hold of the entire SAP FICO (e-book) by visiting our
website http:/Mww.sapficoconsultant.com
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