
A series of fiscal and taxation policies to prevent and control the 
epidemic were released



In brief :
In response to the severe epidemic situation of the novel coronavirus pneumonia (COVID-19), Chinese governments at all
levels rapidly issued several policies to control the epidemic and support the economy. On February 5, the executive meeting
of the State Council decided to launch a series of fiscal and taxation policies in addition to the previously introduced
measures, to ensure that there are sufficient supplies for the epidemic prevention and control work, effective from 1 January
2020.

On February 7, the Ministry of Finance (MOF) issued four policies jointly with other departments:
• Public Notice Jointly Issued by the MOF and State Taxation Administration (STA) Regarding Tax Policies to Prevent and

Control the Outbreak of COVID-19 (the MOF and STA Public Notice [2020] No. 8)
• Public Notice Jointly Issued by the MOF and STA Regarding Tax Policies for Donations to Prevent and Control the Outbreak

of COVID-19 (the MOF and STA Public Notice [2020] No. 9)
• Public Notice Jointly Issued by the MOF and STA Regarding Individual Income Tax Policies to Prevent and Control the

Outbreak of COVID-19 (the MOF and STA Public Notice [2020] No. 10)
• Public Notice Jointly Issued by the MOF and the National Development and Reform Commission (NDRC) Regarding the

Exemption of Certain Administrative Fees and Government-managed Funds (the MOF and NDRC Public Notice [2020] No.
11)

The policies focus on manufacturers of epidemic prevention and control supplies, relevant transportation companies and
medical companies, etc., and aim at lowering the production and operation cost for the relevant enterprises, energising the
expansion of supply of epidemic prevention materials, and medical and pharmaceutical supplies.



In the table below, we summarised the relevant tax policies (MOF and STA Public Notice [2020] No. 8, 9 and 10) and our 
insights for your reference. 

tax policies-Corporate Income Tax (CIT)

Taxes Classification Content of the policy Observation 

Corporate 
Income Tax (CIT) 

Tax deduction 

Costs of equipment acquired by enterprises 
for producing key anti-epidemic supplies are 
allowed to be deducted in one lump sum for 
CIT purpose. 

• The threshold of unit price of RMB 5 million for equipment and instrument eligible 
for CIT deduction in one lump sum is being relaxed, so as to promote the production 
of anti-epidemic supplies. 

• Enterprises should be mindful of keeping the equipment purchasing invoices. 

Cash or in-kind donations made by enterprises 
via charitable social organisations or people's 
governments and their departments above 
county level to counter the COVID-19 are fully 
deductible for CIT purpose. 

• The CIT deduction cap of 12% of total annual profit is being relaxed. 
• From the CIT perspective, for in-kind donation of goods, deemed sales and relevant 

cost should be recognised at fair value, and the donation cost is fully deducted at fair 
value which would result in no additional CIT cost. However, enterprises shall 
properly make book-to-tax adjustments when performing annual CIT filing. 

In-kind donations made directly by 
enterprises to hospitals that are engaged in 
preventing and controlling COVID-19 epidemic 
are fully deductible for CIT purpose.

• Enterprises that made in-kind donations of supplies directly to front-line hospitals 
can enjoy the same CIT deduction treatment as other enterprises making donations 
via designated organisations aforementioned. 

• Certificate for deduction: the donation receipt issued by the hospitals undertaking 
anti-epidemic tasks. 

Carry-forward of 
losses 

Enterprises in certain industries that are 
greatly affected by the epidemic (“affected 
industries”) are allowed to carry forward the 
loss incurred within 2020 to subsequent 8 
years, instead of the standard 5 years. 

• CIT burden of enterprises in affected industries can be relieved in 2020 and the 
following years. 

• Affected industries include transportation, catering, accommodation and tourism. 
Enterprises in affected industries refer to enterprises whose revenue from the main 
operations should account for more than 50% of their total revenue (excluding non-
taxable income and investment income) in 2020. However, other industries that are 
also affected by the epidemic, for example, apparel retailing, are not included. 



tax policies-Value-added tax (VAT) and surcharges 

Taxes Classification Content of the policy Observation 

Value-added 
tax (VAT) and 

surcharges 

VAT Exemption 

Income derived from transporting key anti-epidemic supplies 
are exempted from VAT. 

• It is worth noting that whether the input VAT incurred for these VAT 
exempt items should be transferred out. 

• This policy does not cover rendering of services without 
compensation (for instance, logistic companies transporting medical 
supplies for free). In accordance with Cai Shui [2006] No. 36, free-of-
charge services rendered for public benefits shall not be regarded as 
sales. 

Income derived from public transportation services, consumer 
services, and delivery services for daily necessities are 
exempted from VAT. 

Donations of self-manufactured goods, goods processed on a 
commission basis or purchased goods by enterprises or 
individual businesses via charitable social organisations or 
people's governments and their departments above county 
level, or directly to hospitals undertaking anti-epidemic tasks, 
are exempted from VAT, Consumption Tax, Urban Maintenance 
and Construction Tax, Education Surcharge and Local Education 
Surcharge. 

• Same as above, whether the input VAT incurred for these VAT 
exempt items should be transferred out or not. 

Excess input VAT 
refund 

Enterprises producing key anti-epidemic supplies are allowed 
to apply for the refund of VAT credit balance on a monthly 
basis. 

• Provide cash flow pressure relief for certain manufacturing 
enterprises with the policy of refund of incremental excess input VAT 
as compared with the end of December 2019. 



tax policies-Individual Income Tax (IIT) 

Taxes Classification Content of the policy Observation 

Individual 
Income Tax (IIT)

Deduction before 
tax for donation 

Cash or in-kind donations by individuals via charitable 
social organisations or people's governments and their 
departments above county level to counter COVID-19 are 
fully deductible for IIT purpose. 

• The tax deduction cap of 30% of taxable income is being relaxed. 
• Both resident and non-resident individuals can enjoy this special full 

deduction. However, for non-resident individuals, deduction is only 
allowed in the month they make the donation (except for those who 
receive business income). 

In-kind donations made by individuals directly to hospitals 
that are engaged in preventing and controlling COVID-19 
epidemic are fully deductible for IIT purpose. 

• Individuals' direct donation to hospitals can enjoy a full deduction even 
though they are not made through charitable social organisations. 

IIT Exemption 

For medical staff and other personnel participating in the 
prevention and control of the epidemic, temporary work 
allowance and bonuses they receive in accordance with 
the standards prescribed by the government are 
exempted from IIT. 

• It reflects that fiscal and taxation authorities understand and support 
front-line doctors and nurses and other anti-epidemic workers. 

• Government-prescribed standards refer to the standards prescribed by 
governments at all levels. For example: Cai She [2020] No. 2 states, "A 
subsidy from the central treasury of RMB 300 per day is granted to those 
who directly contacts suspected patients or confirmed patients, or is 
involved in diagnose, treatment, nursing, infection control, virus sample 
collection and pathogen detection. A subsidy from the central treasury of 
RMB 200 per day is granted to other medical personnel or anti-epidemic 
worker involved in the prevention and control of epidemic."

Medicines, medical supplies and protective supplies 
(excluding cash) provided to employees shall not be 
included in their wages and salaries, and not be subject to 
IIT. 


