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Tax Certification Services in China

What is
Tax Certification?

Tax certification is a process whereby a Certified Tax Advisor (CTA)! firm is engaged
by a taxpayer to review the information in relation to specific tax matters, reach

a conclusion or opinion in respect of the said matters and produce a certification
report, with a view to increasing the degree of trust by Chinese tax authorities in the
information on the said matters.

The conduct of the review in a tax certification exercise is generally governed by
Chinese laws and regulations relating to the specific tax matters as well as the
Provisional Measures on Administration of Certified Tax Advisors issued by the
State Administration of Taxation (SAT).

There is an increasing trend for Chinese tax authorities to require tax

certification reports in tax compliance matters. This trend is in line with the

concerted efforts by Chinese tax authorities to improve the efficiency and |
effectiveness of the tax administration system, increase the tax compliance .
awareness among taxpayers and enhance the social value of the tax ’\

intermediaries.

1 CTAisa professional qualification granted to qualified tax professionals in accordance with Provisional Measures on
Administration of Certified Tax Advisors and related regulations
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When is

Tax Certification

required?
A

Examples of when tax certification reports are required:

® Year-end reconciliation and settlement of Corporate Income Tax (CIT) liability

® Deduction claims for losses on assets for CIT purposes, including the writing
off of assets such as bad debts, inventories and fixed assets

® Deduction claims for allowable losses in calculating the taxable income for CIT
purposes

® Claims for bonus deduction on research and development expenses for CIT
purposes

® Final settlement of Land Appreciation Tax (LAT) liability of real estate projects

® Other specific situations.

2012 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International C ve (“KPMG International”), a Swiss entity. All rights reserved
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Generally, the abovementioned tax
certification reports are required to be
submitted with the relevant CIT, LAT or other
tax returns together with the relevant financial
statements and other documents as required
by the tax authorities.

Normally the review process leading to the formation of the
conclusion or opinion on the relevant matters as well as the
production of the tax certification reports, involves the examination
of the relevant information and documents in connection with
revenues, costs, expenses and losses.

The SAT has produced standards that provide guidance on the
conduct of such reviews. Local tax authorities may also have local
procedures to supplement these standards.

As with the tax returns, the tax certification reports are required to
be produced in Chinese.
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Global
Mindset
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Why KPMG?

Shanghai KPMG Certified Tax Advisor Limited (KPMG CTA) has a national
license to carry out, among other tax advisory and compliance services, tax
certification services in relation to year-end reconciliation and settlement of CIT
liability, deduction claims for allowable losses, deduction claims for losses in
relation to assets and other areas as stipulated by the SAT.

¢ Knowledge and experience

/ KPMG CTA's partners and professional staff have subsantial knowledge and
extensive experience in providing China tax compliance, advisory, planning and
4 review services to domestic Chinese enterprises, foreign investment enterprises
and special business organisations. \We have a thorough understanding of the
tax compliance procedures and related documentation requirements. \We closely
monitor the local requirements for each municipality, province or city in relation to the
preparation of tax certification reports.

¢ Industrial expertise

We have experience in providing tax advisory and compliance services to companies across
a wide range of industries. These include industrial markets, consumer markets, energy
and natural resources, technology, media and telecommunications, healthcare, property and
infrastructure as well as financial services such as banking, insurance and funds.

¢ Experience in engaging with authorities

The professionals of KPMG CTA have strong expertise and skills in dealing with the state and
local tax bureaux as well as the SAT on behalf of corporate and individual clients.

¢ Methods and processes

KPMG CTA applies effective in the conduct of the required review to generate the tax certification
reports. We proactively communicate with our clients and provide them with regular updates during
our review process. When conducting the review for tax certification report purposes, we seek to
add value by identifying tax planning methodology opportunities, highlighting potential risk areas and
providing relevant recommendations in areas including transfer pricing, indirect taxes, trade and customs,
research and development incentives, and tax risk management.
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Contact us

For more information about our tax certification services, please contact one of the
following individuals:

Northern China

David Ling

Partner, Tax

Tel: +86 (10) 8508 7083
david.ling@kpmg.com

Catherine Zhao

Partner, Tax

Tel: +86 (10) 8508 7515
catherine.zhao@kpmg.com

Jessica Xie

Partner, Tax

Tel: +86 (10) 8508 7540
jessica.xie@kpmg.com

John Wang

Partner, Tax

Tel: +86 (21) 2212 3438
john.wang@kpmg.com

Lilly Li
Partner, Tax

Tel: +86 (20) 3813 8999
lilly.li@kpmg.com

Maria Mei

Director, Tax

Tel: +86 (59) 2215 0807
maria.mei@kpmg.com

Central China

Jennifer Weng

Partner, Tax

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

Bruce Xu

Partner, Tax

Tel: +86 (21) 2212 3396
bruce.xu@kpmg.com

Jean N. Li

Partner, Tax

Tel: +86 (75) 525471198
jean.li@kpmg.com

Karmen Yeung

Partner, Tax

Tel: +852 2143 8753
karmen.yeung@kpmg.com
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Beijing Shanghai Shenyang

8th Floor, Tower E2, Oriental Plaza 50th Floor, Plaza 66 27th Floor, Tower E, Fortune Plaza
1 East Chang An Avenue 1266 Nanjing West Road 59 Beizhan Road

Beijing 100738, China Shanghai 200040, China Shenyang 110013, China
Tel : +86 (10) 8508 5000 Tel : +86 (21) 2212 2888 Tel : +86 (24) 3128 3888
Fax : +86 (10) 8518 5111 Fax : +86 (21) 6288 1889 Fax : +86 (24) 3128 3899
Nanjing Hangzhou Fuzhou

46th Floor, Zhujiang No.1 Plaza 8th Floor, West Tower, Julong Building 25th Floor, Fujian BOC Building
1 Zhujiang Road 9 Hangda Road 136 Wu Si Road

Nanjing 210008, China Hangzhou 310007 China Fuzhou 350003, China

Tel : +86 (25) 8691 2888 Tel : +86 (571) 2803 8000 Tel : +86 (591) 8833 1000
Fax : +86 (25) 8691 2828 Fax : +86 (571) 2803 8111 Fax : +86 (591) 8833 1188
Xiamen Qingdao Guangzhou

12th Floor, International Plaza 4th Floor, Inter Royal Building 38th Floor, Teem Tower

8 Lujiang Road 15 Donghai West Road 208 Tianhe Road

Xiamen 361001, China Qingdao 266071, China Guangzhou 510620, China
Tel : +86 (592) 2150 888 Tel : +86 (532) 8907 1688 Tel : +86 (20) 3813 8000
Fax : +86 (592) 2150 999 Fax : +86 (532) 8907 1689 Fax : +86 (20) 3813 7000
Shenzhen Chengdu Hong Kong

9th Floor, China Resources Building 18th Floor, Tower 1, Plaza Central 8th Floor, Prince’s Building
5001 Shennan East Road 8 Shuncheng Avenue 10 Chater Road

Shenzhen 518001, China Chengdu 610016, China Central, Hong Kong

Tel : +86 (755) 2547 1000 Tel : +86 (28) 8673 3888 Tel : +852 2522 6022

Fax : +86 (755) 8266 8930 Fax : +86 (28) 8673 3838 Fax : +852 2845 2588
Macau

24th Floor, B&C, Bank of China Building
Avenida Doutor Mario Soares

Macau

Tel : +853 2878 1092

Fax : +853 2878 1096

kpmg.com/cn

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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