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China | Tax & Business Advisory | 7 February 2020

Tax Newsflash
Emergency tax measures implemented
to address novel coronavirus outbreak

On 7 February 2020, China's Ministry of Finance and the State
Taxation Administration published tax relief measures
(Bulletins 8, 9, and 10) to help mitigate the economic impact
of the novel coronavirus outbreak on businesses and
individuals. The measures—which affect enterprise income tax
(EIT), individual income tax (IIT), and value added tax (VAT),
apply retroactively as from 1 January 2020, and although they
are expected to be temporary, no expiration date has been set
and will depend on the extent to which the epidemic is brought
under control.

Supplies of goods for virus prevention and epidemic
control

Several measures are introduced to increase the production
capacity of goods and supplies required to combat the novel
coronavirus:

e "Key manufacturers" may deduct (rather than
depreciate) expenditure incurred for the acquisition of
the necessary manufacturing equipment for EIT
purposes.

e Key manufacturers may claim refunds of any
"incremental unutilized input VAT" on a monthly basis.
Such VAT refers to the excess of unutilized input VAT at
the end of each month over the unutilized input VAT at
31 December 2019.

e Services provided for transporting "key goods/supplies"
are exempt from VAT.

The list of "key manufacturers" and "key goods/supplies" will
be determined by the relevant government departments.

Donations

The tax relief measures announced in Bulletins 8, 9, and 10
allow a full deduction for EIT and IIT purposes for the following



donations of cash and goods for coronavirus prevention and
medical treatment:

e (Cash and goods that are donated through qualifying
social organizations or national and local governments;
and

e Goods that are donated directly to designated hospitals
and supported by donation receipts issued by the
hospitals.

Additionally, the donation of such goods is exempt from VAT,
consumption tax, city construction and maintenance tax, and
national and local education surcharges.

Tax relief for certain sectors

The tax loss carryforward period for the transportation,
catering, hospitality, and travel sectors has been extended
from five to eight years for losses incurred in calendar year
2020. To qualify for the longer carryforward period, an
enterprise’s eligible revenue (i.e., annual revenue from the
listed sectors) must be at least 50% of its total annual revenue
(excluding nontaxable income and investment income).

Certain services are exempt from VAT, including public
transportation services, lifestyle services (e.g., catering,
hospitality, education, medical treatment, entertainment), and
delivery services provided to residents for daily necessities.

Tax relief for individuals

Medical personnel involved in the response to the novel
coronavirus outbreak are exempt from IIT on special subsidies
and bonuses paid in accordance with standards prescribed by
the local governments.

All employees (regardless of sector or whether they are
medical personnel) are exempt from income tax on employer-
provided medicines or supplies for coronavirus prevention and
medical treatment.
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