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KPMG China’s Global Transfer Pricing Services (GTPS)

team was named China Transfer Pricing Firm of the Year in
2016, 2017 and 2019 by the International Tax Review. These
awards bear testimony to our transfer pricing team's service
capabilities, commitment and dedication to quality.
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China is consolidating and enhancing its transfer
pricing regime. In line with the G20/OECD Base
Erosion and Profit Shifting (BEPS) project, the Chinese
State Taxation Administration (STA) rolled out a series
of regulations in 2016 and 2017 implementing three-
tiered transfer pricing documentation, and revamping
rules and procedures on investigation and adjustment,
mutual agreement procedures (MAP) and advance
pricing arrangements (APA).

Following the regulation overhaul, the STA then
trained its focus on ensuring that multinationals
comply with the updated Chinese transfer pricing
regime, with a strong reliance on new technology
and big data analysis. At the same time, the tax
authorities continue to build up resources and new
tools to tackle ever more complex tax avoidance
arrangements. Cross-border service fees and royalty
payments remain one of the main focuses of the tax
authorities in transfer pricing investigations, especially
for multinational taxpayers earning high returns from
the expanding China consumer base or those with a
largely domestic supply chain. Further issues, such
as related party equity transfers and individual tax
avoidance (e.g. individual share transfers to related
parties), are also increasingly coming on to the radar
of the tax authorities.

On the international co-operation front, China has
activated the multilateral exchange of country-
by-country (CbC) reports with 44 countries as at
November 2018. More exchange relationships are
expected to be activated in the near future. The
extensive CbC report exchange network means that
information from foreign tax jurisdictions will drive
more scrutiny and risk assessments in the future.

© 201953 EikIr & (PE) BRAE — FEINSRE R, R5HERE — EIEMERGIFAR(“EDEER") HXEEVIRILAE RS REIRL R AP, R 1S8E. £ P EENR,



ElE HE R RIIF IR, P ARSREUE H45
e, AREEBENRILEN XL, FIREXAVIEHE
B BAKILENEKRE. FARERERE,
WA EEESENHNIRA U EXKEERAM 2K
HRULENMER. BENEHETUEE: BEEE
FRE BB E LK R LA ERITHEERT
BEMUREMERY, HAEFANFENRZZHM
ZHk

FERILENNIREHHREERE, AHALH
ZERMEBTHREMS VXL R APA HlHl, X—
TR NP RFKFENZILENREBEE,
A B EMIREERRA EFEERN NP, o,
MRAEFLLE N IAEM AR B NEER A&t
AJLUEE MAP LSRR, B SR EMRRLE M
TR, STEIREER APA R MAP 24, XA
FEBE BRI TR R E B E FR A ER —
=i

In this evolving environment taxpayers should take
appropriate actions to mitigate transfer pricing risks.
This includes strengthening disclosures in transfer
pricing documentation, carrying out health-checks
and, where appropriate, refining global operating
models and transfer pricing policies. The latter

may include enhancing commercial substance in
jurisdictions of operation to strengthen current
operating models, winding down non-compliant
structures, and restructuring certain transactions and
arrangements.

In tax jurisdictions where high transfer pricing risks
exist, taxpayers can also take advantage of the APA
program offered by the Chinese authorities. This tool
can be used to secure certainty on future transfer
pricing arrangements and resolve historical risk by
way of roll-back adjustments. In addition, any double
taxation suffered by taxpayers as a result of transfer
pricing adjustments can be resolved through the MAP
mechanism. The STA, having increased its resources,
aims to address APA and MAP cases expeditiously as
part of its international commitment to resolving and
preventing double taxation.
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Our GTPS team consists of an international team of
economists, tax practitioners, and analysts assisting
clients to generate tax efficiencies and reduce the
risk of challenges from the tax authorities. Our GTPS
team also includes former tax officials who are able
to assist taxpayers to navigate complex transfer
pricing investigations and APA/MAP processes
efficiently and effectively.

Drawing on our deep insights and understanding

of transfer pricing rules and business dynamics
locally as well, as worldwide through our global
KPMG network, we can assist you with each step of
your transfer pricing strategy and compliance. Our
services include:

e Annual related party filings

e Contemporaneous three tier documentation, i.e.
Master File, Local File and CbC Report

e Advice on and preparation of compliance
documentation for thin capitalization

e Transfer pricing model risk assessment

e Advising and designing optimized tax aligned
business models, including setting dynamic
transfer pricing strategies

* Providing practical and manageable operational
transfer pricing solutions

e Providing transfer pricing due diligence in M&A
cases

e Tax valuation for group restructurings

e Transfer pricing controversy resolution, including
managing audits, MAP and APAs

e Designing and implementing cost sharing
arrangements (CSAs)
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For a list of KPMG China offices, please scan the QR code or visit our website:
https://home.kpmg.com/cn/en/home/about/offices.html.
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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 upon such information without appropriate professional advice after a thorough examination of the particular situation.
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