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highl ight tax pol i cies to suppor t manufacturers and ser vi ce

providers that have assi sted wi th the prevention and control  of

the COVID-19 pandemic, as wel l  as those who have been

affected by i t

The spread of  the novel  coronavi rus 2019 (COVID-19)  has

adversely af fected people’s l i ves and economic development. 

In  order to suppor t the prevention and control  of  COVID-19

and the operation and development of  the economy, the

Mini str y of  Finance (MOF)  and the State Admini stration of

Taxation (SAT)  jointl y i ssued the Announcement on Tax Pol i cies

to Suppor t the Prevention and Control  of  the Novel

Coronavi rus Pneumonia Epidemic (关于支持新型冠状病毒感染的肺炎

疫情防控有关税收政策的公告) ( the MOF and SAT Announcement

[2020]  No.8, (“Ci rcular No.8”) . 

Ci rcular No.8 provides preferentia l  pol i cies on enterpri se

income tax (E IT)  and value-added tax (VAT)  for di f ferent types

of  taxpayers.  The preferentia l  tax pol i cies came into force on

Jan. 1, 2020.  The expi r y date of  these tax pol i cies wi l l  be

announced separately depending on the status of  the COVID-19

pandemic.  The pol i cies are summarized into three categories

as fol lows:
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For taxpayers who manufacture or transpor t ‘key suppl ies for

epidemic prevention and control’ (or KSEPC, including

impor tant medical  and essentia l  suppl ies) :

KSEPC manufacturers, are a l lowed to deduct the enti re amount

of  expendi tures of  newly purchased equipment for expanding

production capaci ty on a one-off  basi s in  the current period

for E IT f i l ing purposes, wi thout restri cting the total  amount of

expendi tures to be deducted.

Thi s pol i cy provides an exception to the current ru le (applying

to the period between Jan. 1, 2018 and Dec. 31, 2020)  under

which the enti re amount of  expendi tures of  newly purchased

equipment may be deducted pre-EIT on a one-off  basi s only i f

the uni t value of  the equipment does not exceed Rmb5

mi l l ion.  Thi s pol i cy encourages the expansion and upgrade of

KSEPC production capaci ty by saving the cash f low of  KSEPC

manufacturers’ EIT payment in  the current period.

KSEPC manufacturers may apply for the fu l l -amount refund of

incremental  overpaid VAT on a monthly basi s, wi thout being

requi red to meet the cri teria  of  tax credi t rating, input VAT

composi tion ratio and etc. to enjoy such treatment.  The

incremental  overpaid VAT refers to the newly increased input

VAT balance amount since the end of  December 2019, which

accumulated after i t was used to set of f  against the output VAT

amount.  Thi s i s because, in  a speci f i c period, the total  amount

of  accumulated input VAT exceeds the amount of  output VAT;

therefore, the input VAT has a remaining amount af ter being

off-set by the output VAT.
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This pol i cy provides an exception to the current ru le on the

refund of  incremental  overpaid VAT under which a series of

requi rements need to be met ( such as a taxpayer ’s tax credi t

rating, input VAT composi tion ratio and other cri teria) .   Thi s

pol i cy helps mi tigate the cash f low burden of  relevant

companies.

KSEPC transpor ters are exempted f rom VAT for thei r KSEPC

transpor tation ser vi ce income.  Fur thermore, according to

another tax ci rcular that was i ssued later (Ci rcular [2020]  No. 4

of  SAT) , i f  VAT i s exempted, local  surcharges ( including the ci ty

construction and maintenance tax, the education surcharge

and local  education surcharge)  are a l so exempted for KSEPC

transpor ters.

For enterpri ses in  industries materia l l y and adversely af fected

by the COVID-19 pandemic ( i .e. transpor tation, catering,

accommodation and touri sm industries) , the carr y-for ward

period for losses incurred in 2020 i s extended f rom the general

f i ve years to eight years.  To be qual i f i ed as an enterpri se for

the eight-year tax loss carr y-for ward, the main operating

income of  such enterpri se shal l  account for more than 50% of

i ts total  income (excluding non-taxable income and investment

income)  in  2020.

Thi s pol i cy provides for a longer period for related enterpri ses

to uti l i ze thei r 2020 tax loss in  future i f  they sur vive the

COVID-19 pandemic.
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For taxpayers providing publ i c transpor tation ser vi ces,

essentia l  ser vi ces, as wel l  as courier and del i ver y ser vi ces for

providing necessi ties to residents, thei r income derived f rom

such ser vi ces are exempted f rom VAT.  Al so, according to

Ci rcular [2020]  No. 4 of  SAT, i f  VAT i s exempted, local

surcharges are exempted for such taxpayers as wel l .

Thi s pol i cy encourages relevant industries to better ser ve

people’s dai l y l i fe and help resumption of  normal  work and

business.

Except for Ci rcular No. 8, the MOF, the SAT, the General

Admini stration of  Customs (GAC)  and the State Counci l  Tari f f

Commission (SCTC)  recently publ i shed a series of  other

preferentia l  pol i cies on taxes, admini strati ve charges and

socia l  securi ty to fur ther suppor t the prevention and control  of

COVID-19 pandemic. The relevant tax pol i cies are summarized

below:
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<1> Ci rcular No.8 provides preferentia l  pol i cies on enterpri se

income tax (E IT)  and value-added tax (VAT)  for di f ferent types

of  taxpayers.  

<2> Thi s pol i cy encourages relevant industries to better ser ve

people’s dai l y l i fe and help resumption of  normal  work and

business.
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