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In brief 

The State Taxation Administration (STA) on October 29 published the “China Advance Pricing 

Arrangement Annual Report (2019)” (2019 Annual Report). The 2019 Annual Report contains statistical 

data and analysis of the advance pricing arrangement (APA) cases from 2005 to 2019. 

In 2019, the STA continued its efforts to enhance its capability to promote APA cases. During the year, 

China signed 12 unilateral APAs (including one renewal) and nine bilateral APAs (including one 

renewal), both reaching new highs in recent years. 

With various innovative measures launched by the China tax authorities, the number of APAs signed, 

especially the number of unilateral APAs, may increase in the future. 

 

In detail 

The STA has been issuing APA annual reports since 2009. The 2019 Annual Report is the 11th APA 

annual report released by the STA to describe the latest mechanisms, procedures, statistics, and 

implementation of the APA program in China. 

APAs by year and by phase 

During 2005 to 2019, China signed 101 unilateral APAs and 76 bilateral APAs with other jurisdictions, 

accounting for 57% and 43%, respectively, of the total number of signed APAs in China. 

In 2019, the number of unilateral and bilateral APAs signed further increased, with a total of 21 APAs 

signed — a record high since China started APA statistics in 2005. Of the 21 cases, 12 were unilateral 

APAs (including one renewal), which is a significant increase compared with 2017 (three cases) and 2018 

(two cases).  This reflects the increasing flexibility of China tax authorities to accept unilateral APAs. The 

remaining nine are bilateral APAs (including one renewal), which also makes 2019 the year with the most 

signed cases since 2012. 

In addition to the APA statistics by year, the 2019 Annual Report summarizes the number of unilateral 

APAs and bilateral APAs by phase. The table below summarizes the statistics by phase of APAs by the 

end of 2018 and 2019: 

 

 

http://www.chinatax.gov.cn/chinatax/n810214/n810606/c5157990/5157990/files/2c57f30f874b404186444d529ad62f61.pdf
http://www.chinatax.gov.cn/chinatax/n810214/n810606/c5157990/5157990/files/2c57f30f874b404186444d529ad62f61.pdf
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Phase 
Unilateral APA Bilateral APA Total 

By 2018 
year-end 

By 2019 
year-end 

By 2018 
year-end 

By 2019 
year-end 

By 2018 
year-end 

By 2019 
year-end 

Intent submitted 7 8 32 69 39 77 

In application 9 15 56 42 65 57 

Signed (cumulative) 89 101 67 76 156 177 

 
The 2019 Annual Report indicates that the number of bilateral APAs at the intent phase by 2019 year-end more than 

doubled compared with 2018. Against the backdrop of the growing uncertainty of global trade, bilateral APAs have been 

increasingly preferred by multinational companies (MNCs) in recent years. Even though bilateral APAs need to be 

submitted to both competent tax authorities at the same time — which may complicate the application progress due to 

limited official resources and potential disagreement between the two competent tax authorities on certain issues — 

bilateral APAs can help MNCs in seeking to achieve tax certainty and effectively to help reduce or eliminate international 

double taxation. 

At the same time, the number of applications for unilateral APAs also has increased sharply, reflecting the trend that more 

companies are seeking to achieve tax certainty through unilateral APAs. Compared with bilateral APAs, unilateral APAs 

do not involve mutual agreement procedures (MAP) between the STA and the competent tax authorities of other 

jurisdictions. As a result, it generally takes less time to reach an agreement on unilateral APAs. In recent years, the STA 

has strengthened the organization and coordination of inter-provincial and municipal joint transfer pricing inspections and 

APAs. Those measures also have improved the efficiency of APAs to a certain extent. 

APAs by time taken 

According to statistics from the 2019 Annual Report, the majority (more than 89%) of unilateral APAs and more than 60% 

of bilateral APAs were concluded within two years. 

It is noteworthy that China's APA process has a special ‘pre-analysis’ practice. In order to validate the quality of APA 

applications before official acceptance, the China tax authorities review and evaluate a draft application submitted by the 

taxpayer during the prefiling meeting and application intention stage. After an initial assessment that the proposed transfer 

pricing method in the application is in line with the arm’s-length principle, the China tax authorities then will approve the 

taxpayer to submit the formal APA application. 

Other statistics on China APAs 

The 2019 Annual Report also summarizes other statistics related to China's APAs as of the end of 2019: 

• Transfer pricing method: The transactional net margin method (TNMM) is the most commonly used method for APAs 

signed by China, being used 165 times and accounting for 79% of all the applied transfer pricing methods. Note: Some 

APAs involve two or more types of transactions and multiple transfer pricing methods may be used.  

• Country/region: Asia continues to be the region as to which China has signed the most bilateral APAs (50 cases), 

followed by Europe (17 cases) and the Americas (nine cases). 

• Transaction type covered: Buy-and-sell transactions account for the largest portion of transactions covered by 

China’s APA program. Of the concluded APAs, 61% involve this transaction type, followed by services (22%) and 

transfer of the right to use or ownership of intangibles (17%). With the development of China’s service industry, the 

proportion of transactions involving services and intangibles in APAs also has increased year by year. Note: For 

related-party transaction types, please refer to the relevant provisions provided in the “Public Notice Issued by the STA 

Refining the Reporting of Related Party Transactions and Administration of Transfer Pricing Documentation” (STA 

Public Notice No.42). 

• Industrial classification: Most China APAs signed are for manufacturing companies, accounting for 80% of the total. 
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APAs under the COVID-19 pandemic and China tax authorities' innovative measures on tax services 

While the COVID-19 pandemic makes face-to-face meetings almost impossible in 2020, the STA has been holding virtual 

MAP negotiations with the counterparty competent tax authorities, which has resulted in progress. 

At the same time, considering the potential unfavorable impact on the profitability of companies due to COVID-19, the 

China tax authorities are exploring innovative measures to offer more services to companies with a strong record of 

compliance. For example, the Shenzhen Municipal Taxation Services took the lead in exploring the development of a 

simplified unilateral APA program, under which Shenzhen tax authorities have taken measures such as lowering the 

thresholds for application, simplifying the negotiation and signing process, and expediting the negotiation process.  All 

these measures help reduce the tax compliance burden of taxpayers, especially for the small and medium-sized 

enterprises.  

Observation: Considering the impact of COVID-19 on the MAP negotiation for bilateral APAs, we expect more 

companies will seek to achieve tax certainty through unilateral APAs. Therefore, unilateral APA applications and signing 

cases are expected to continue growing. 

Meanwhile, the China tax authorities have taken other innovative measures to strengthen tax services. For example, the 

STA is planning greater coordination with the General Administration of Customs, in order to help companies reach 

consistency and certainty on transfer pricing assessments made by tax authorities and by customs (price valuation 

department). In addition, in some year-end transfer pricing adjustment cases — where China subsidiaries had 

experienced unexpected and unfavorable changes, and thus would seek a year-end transfer pricing adjustment to meet 

the targeted profitability — tax authorities in multiple locations have communicated and coordinated with foreign exchange 

administration departments, in order to assist companies to make foreign exchange settlements for such transfer pricing 

adjustments. The above-mentioned measures all reflect the efforts of China tax authorities to help companies overcome 

the impact of COVID-19 and support business development. 

Bilateral APAs for ‘Go Global’ companies 

In the past, the bilateral APAs that China signed were mainly by MNCs headquartered in foreign jurisdictions. In recent 

years, more ‘Go Global’ Chinese companies have been expanding their overseas business wider and deeper, and their 

desire to obtain tax certainty overseas has strengthened.   

Observation: The number of Chinese ‘Go Global’ companies applying for bilateral APAs has been increasing year-by-

year. At present, some Chinese groups are seeking to achieve tax certainty by applying for bilateral APAs in jurisdictions 

with significant investments, including the Hong Kong Special Administrative Region (SAR) and other various ‘Belt and 

Road’ countries/regions. 

In July 2020, the Hong Kong Inland Revenue Department (IRD) released the revised “Departmental Interpretation and 

Practice Notes No. 48 – Advance Pricing Arrangement” (DIPN 48). The revised practice notes reflect that the Hong Kong 

IRD is committed to promoting the development of APAs in the Hong Kong SAR. The new APA application process is 

intended to have greater flexibility and transparency and be more welcome to negotiations. In the future, more companies 

can be expected to use bilateral APAs between the China Mainland and the Hong Kong SAR to manage transfer pricing 

risks. 

The takeaway 

In 2019, the STA made continuous efforts to enhance its capability to promote APA cases, and signed record-high 

unilateral APAs and bilateral APAs. 

China tax authorities are exploring innovative measures to offer more services to companies with a strong record of 

compliance, including simplified unilateral APA programs in selected cities and coordination efforts with China customs 

authorities.  In addition, the Hong Kong IRD is committed to promoting the development of APAs. It is foreseeable that the 

number of APAs signed, especially the number of China unilateral APAs, will likely further increase. MNCs may want to 

explore the feasibility of the APA program, together with other dispute resolution mechanisms, to help manage transfer 

pricing risks as a result of the COVID-19 pandemic and worldwide trade uncertainty. 

https://www.ird.gov.hk/eng/pdf/dipn48.pdf
https://www.ird.gov.hk/eng/pdf/dipn48.pdf
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