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Notice of the State Council on the Implementation of the Transitional Preferential
Policies in'respect of Enterprise Income Tax
(No. 39 [2007] of the State Council)

The people’s governments of all provinces, autonomous regions, municipalitics
directly under the Central Government, all ministries and commissions of the State
Council, all institutions directly under the State Council,

The Enterprise Income Tax Law of the Pcople’s Republic of China (hereinafter
referred to as the EITL) and the Regulation on the Implementation of the Enterprise
Income Tax Law of the People’s Republic of China (hereinafter referred to as the
RIEITL) shall come into force as of January 1, 2008. In accordance with Article 57 of
the EITL, you are hereby notified of the following issues concerning the preferential
policies in respect of enterprise income tax:

I The measures for the transition of preferential tax treatments to enterprises
established prior to the promulgation of the EITL

Enterprises enjoying the prefercntial policies in respect of enterprise income tax under
the former tax law, administrative regulations and documents with the cffects of
administrative regulations shall be subject to a transition under the following
measures:

As of January 1, 2008, enterprises that previously enjoy the preferential policies of
low tax rates shall be gradually transited to enjoy the statutory tax rate within § years
after the implementation of the EITL. Among them, the enterprises that enjoy the
enterprise income tax rate of 15% shall be subject 1o the enterprise income tax rate of
18% in 2008, 20% in 2009, 22% in 2010, 24% in 2011 and 25% in 2012. The
enterprises that previously enjoy the tax rate of 24% shall be subject to the tax rate of
25% as of 2008.

As of January 1, 2008. the enterprises that previously enjoy “2-year exemption and
3-year half payment”, “5-year exemption and S-vear half payment” of the enterprise
income tax and other preferential treatments in the form of periodic tax deductions
and exemptions may, after the implementation of the EITL, continuc 10 enjoy the
relevant preferential treatments under the prefercntial measures and the time period
prescribed in the former tax law, administrative regulations and relevant documents
until the expiration of the said time period. However, if such an enterprise has not
enjoyed the preferential treatments yet becausc of its failure to make profits, its
prefercntial time period shall be calculated from 2008.

The expression “enterprises enjoying the preferential policies” as mentioned above
refers to the enterprises cstablished and registered in the industrial and commercial
administrative department and in other registration administrative departments prior
to March 16, 2007. The items and scope of the transitional preferential policies shall
conform to the Table for the Implementation of Transitional Preterential Policy on
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Enterprise Income Tax (sec Attached Table).

II Continuously implementing the prefercntial tax policies for the Westem
Development Program

In accordance with the relevant documents of the State Council on carrying out the
Western Development Program, the preferential policies for Western Development
Program in respect of enterprise income tax as provided in the Notice of the Ministry
of Finance, State Administration of Taxation and General Administration of Customs
on the Preferential Policies for Western Development Program in respect of Enterprise
Income Tax (No. 202 [2001] of the Ministry of Finance) jointly promulgated by the
Ministry of Finance, State Administration of Taxation and General Administration of
Customs shall be implemented continuously.

Il Other provisions on the implementation of transitional preferential policies in
respect of enterprisce income tax

An enterprise enjoying the transitional preferential policies in respect of enterprise
income tax shall compute the taxable income amount under the provisions of the
EITL and the RIEITL regarding the incomes and deductions and shall calculatc and
cnjoy the preferential tax treatments under section 1 of this Notice.

In casc that there is any overlap between the transitional preferential policics in
respect of enterprise income tax and those as provided in the EITL and the RIEITL,
an enterprisc may choose the most preferential policies. It shall not enjoy such
policies repeatedly, and once it makes a choice, it shall not change it.

Attached Table: Table for the Implementation of Transitional Preferential Policies on
Enterprise Income Tax

State Council
December 26, 2007

Table for the Implementation of Transitional Preferential Policy on Enterprisc Income
Tax

Sequential .
Document Name Contents of Relevant Policics
Order
Foreign-funded cnterprises
1 established in  special economic
Article 7 (1) of the Law of the|zones, foreign enterprises that
Pcople’s Republic of China on the [established institutions and bases in




]

Income Tax for Foreign-funded special economic zones to engage in
Enterprises and Foreign production and operation and
Enterprises#/a# productive foreign- funded
enterpriscs established in economic
and  technological development
zones shall be subject to the
enterprise income tax at the reduced

rate of 15%.
| ‘The foreign-funded cmcrpriscsl
\established  in  open coastal!
leconomic areas or in the old arcas of

the cities where the speciali

‘economic zones or the economic
Article 7 (3) of the Law of theland technological development

iPeople’s Republic of China on the |[zones arc located, or established in!

lIncome Tax for Forcign-funded lother areas as prescribed by the
lEnlerprises and Foreign Enterprises [State Council may be subject to the
cnterprise income tax at the reduced
'rate of 15% if they are cngaged in
the cnergy, traffic. port and dock
iprojects or other projects

encouraged by the state.

The productive  forecign-funded
enterprises established in the open
coastal ecconomic areas, or in the old

arcas of the cities where the special
Article 73 (1) (a) of the Detailed

Rules for the Law of the People’s

cconomic zones or economic and

technological development zones

Republic of China on the Income are located and engaged in such

Tax for Forcign-funded Enterprises projects as technology intensive and

and Foreign Enterpriscs knowledge  intensive  projects,
projects with more than 30 million
US dollars of foreign investment

and a long period for recovery of the

investment and projects of cnergy.
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traffic and port construction may be
subject to the enterprise tncome tax
at the reduced rate of 15%.

Article 73 (1) (b) of the Detailed The Sino-forcign equity joint
Rules for the Law of the People’s enterprises engaged in port and dock
Republic of China on the Income construction may be subject to the
‘Tax for Foreign-funded Enterprises ‘enterprise income tax at the reduced.,

1 . .
and Foreign Enterpriscs

'
——— e —— -
t

Rules for the Law of the People’s
Republic of China on the Income
|Tax for Foreign-funded Enterprises

and Foreign Enterprises

|
larticle 73 (1) (d) of the Dctailcdl

rate of 15%. ;

'‘Productive

foreign-funded!
enterprises established in Pudongi
:Ncw District of Shanghai, and
'forcign-funded enterpriscs engaged
in energy and traffic construction
[projccls such as airport, port,
zrailway, highway and power station
'may be subject to the enterprisc!
:income tax at the reduced rate of

15%.

!chlics of the State Council on
Shanghai Waigaoqiao, Tianjin Port,
Shenzhen

Shenzhen Futian,

Shaotoujiao, Dalian,
Xiamen Xiangyu. Zhangjiagang.
Haikou, Qingdao, Ningbo. Fuzhou.
Zhuhai
'Yantian Bonded Areas (Letter No.26
[1991] of the State Council, Letter
No. 32 [1991] of the Statc Council,
Letter No.43 {1992] of the State
Council, Letter No.44 [1992] of the
State Council, Letter No.148 [1992]
of the State Council, Letter No.150
[1992] of the State Council. Letter

No.159 [1992] of the State Council,

Shantou, and Shenzhen

Guangzhou, '

Productive foreign-funded
cnterprises shall be subject to the
cnterprise income tax at the reduced

ratc of 15%.




Letter No.179 [1992] of the State
Council, Letter No.180 [1992] of
the State Council, Letter No.181
[1992] of the State Council, and
Letter No.3 [1993] of the State
Council)

I
Reply of the State Council on the
of

Businessmen Investment Areas in

‘Establishment Taiwan
the Coastal Arcas of Fujian Province
(Letter No. 35 [1989] of the State
Council.

The cnterprises  invested

and’

-established by Taiwan businessmen
lin Xiamen Taiwan Businessmen'
‘Investment Arca shall be subject to]
the cnterprise income tax at the'
reduced rate of 15%. The productive
enterprises invested and established

in Fuzhou Taiwan Businessmen
Investment Area shall be subject to
the enterprisc income tax at the
reduced 15%

Inon-productive Taiwan-funded

rate  of and
enterprises shall be subject to the
enterprise income tax at the reduced

ratc of 24%.

Notices of the State Council on

Further Opening Nanning,

Chongging,  Huangshi,  Yangtze

Three Gorges Economic
Zone, Beijing and
other cities (Letter No. 62 [1992] of
the State Council, Letter No. 93
[1992] of the State Council, Letter
No. 19 [1993] of the State Council,
Letter No. 92 [1994] of the State
Council, Letter No. 16 [1995] of the

State Council)

Development

The

enterprises

productive  foreign-funded

established in capital
cities and open riparian citics and
engaged in the following projects
shall be subject to the enterprise
income tax at the reduced rate of
15%: the technology intensive and
knowledge  intensive  projects;
jprojects with more than 30 million
US dollars of forcign investment
and a long period for recovery of the
investment:; and projects of energy,

traffic and port construction.
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Reply of the State Council on the
Development and Construction of
Suzhou Industrial Park (Letter No. 9
[1994] of the State Council)
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The productive foreign-funded
enterprises established in Suzhou
Industrial Park shall be subject to
the enterprise income tax at the

reduced rate of 15%.

As of January 1, 1999, the provision®
in Article 73 (1) (a) (i) of the
Detailed Rules for the Law of the'

lNolice of the State Council on lPeople's Republic of China on the|

Expanding the Scope of Application Income Tax for Forcign-funded:

of the Preferential Tax Provision to
|Foreign-fundcd Enterprises
[Engaged in Infrastructure Projects
'of Energy and Traffic (No. 13

[1999] of the State Council)

‘w hich productive

:Enlerpriscs and Foreign Enterprises, i
foreign-funded
enterprises engaged in infrastructure
‘construction of energy and traffic|
!shall be subject to the enterprise
;income tax at the reduced rate of
'15%, shall be applicable throughout
ithe country.

Regulation on Special Economic
Zones of Guangdong Province
(Adopted at the 15th Session of the
Standing Committee of the Fifth
National

People’s Congress on

August 26, 1980)

-
i
The entcrprise income tax rate for
Zhuhai

Economic

Shenzhen, and Shantou

Special Zones  of

Guangdong Province shall be 15%.

Reply to Fujian Province on the
Construction of Xiamen Special
Economic Zone (Letter No. 88 [80]
of the State Council)

Provisions of the State Council on
Encouraging Investments to  the
Development of Hainan Island (No.

26 [1988] of the State Council)

The enterprise income tax rate for
Xiamen Special Economic Zone

shall be 15%.

All incomes from production and
operation by enterprises (except for
banks and

companies) established in Hainan

state insurance

Island shall bc subject to the
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enterprise income tax at the rate of
15%.

The foreign-funded  enterprises
established in  open  coastal

. economic areas, or in the old areas
Article 7 (2) of the Law of the B )
. . . of the cities where the special
‘People’s Republic of China on the ) .
‘14 . economic zones or the economic
Income Tax for Forcign-funded .
. . . and technological development
Enterprises and Foreign Enterprises .
. zones are located shall be subject to
. b . . . '
\ the enterprise income tax at the'

reduced rate of 24%. .

| |
A - '
The foreign-funded enterprises in'
!Nolicc of the State Council on the! ¢ oreie Tprises n.

. . . . ~ the national tourist vacation areas'
Pilot Project for National Tourist

R ishall be subject to the enterprise
Vacation Arcas (No. 46 [1992] of|

. income tax at the reduced rate of
' the State Council) I
1 124%.

' I e . .
Notices of the State Council on! !
further opening border cities of\ i .

. o o . he  productive foreign-funded
Heihe, Yining, Pingxiang, Erlianhot
(Letter No. 21 [1992] of the Statc . .
16 . shall be subject to the enterprise
Council. Letter No. 61 [1992] of the
State Council, Letter No. 62[1992}
of the State Council, Letter No. 94

[1992] of the State Council)

enterprises in open border citics

income tax at the reduced tax rate of|
24% |

-
Pingxiang. Dongxing, Wanting,

Ruili and Hekou (5 cities, counties

Noti f th i .
Notice of the State Council on or towns) are allowed to establish

Further Opening Nanni . .
pening "8 border economic cooperation zones

17 Kunming, Pingxiang and Other Two in qualified cities (countics and

Border Cities and Towns (Letter No.
62 [1992] of the State Council)

towns) and the productive inland
associated enterpriscs established in

thc border economic cooperation

zones and mainly engaged in export
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shall be subject to the reduced tax
rate of 24%.

Notices of the State Council on
further opening Nanning,
Chonggqing, Huangshi and Yangtze
Three Gorges Open Economic The productive  foreign-funded
Zones, Beijing ‘and other cities enterprises in capital cities and open-
(Letter No. 62[1992] of the State riparian cities shall be subject to the
Council, Letter No. 93 [1992] of the ienterprise income tax at the reduced'
‘State Council, Letter No. 19 [1993], ‘tax rate of 24%. ‘
No. 92 [1994] of the State Council,

|[Letter No. 16 [1995] of the State.

!Council) !

:A productive foreign-funded
%cnlcrprise with the operation period

. X :of 10 years or longer shall, as of the
'Article 8 (1) of the Law of thel

.. . . year when it begins to make profits,
.People s Republic of China on the:

o be exempted from the cmerprisci
Income Tax for Foreign-funded;
iincome tax for the first two ycars
Iland be subject to the half-reduced
I

I lenterprise income tax from the third

ilo the fifth year.

}Enterprises and Foreign Enterprises

! A Sino-foreign equity joint venture
lcngagcd in the port and dock
construction and with the operation
Article 75 (1) (a) of the Detailed period of 15 years or longer may,
Rules for the Law of the People’s jupon approval of its application by
Republic of China on the Income [the tax organ of the province,
Tax for Foreign-funded Enterprises jutonomous region or municipality]
and Foreign Enterprises directly  under  the  Central
Government where it is located,

enjoy cxemption from the enterprise

income tax from the first

profit-making year o the fifih year,




‘Article 75 (1) (b) of the Detailed
Rulkes for the Law of the People’s
Republic of China on the Income
;Tax for Foreign-fundcd Enterprises

and Foreign Enterprises

and reduction in enterprise income.
tax by half from the sixth to the
tenth year.

A forcign-funded
cstablished in  Hainan  Special

enterprise

[Economic Zone and engaged in the
construction of such infrastructure
;projecls as airport, port, dock,|
:railway, highway, power stalion,:
‘coal mine, water conservancy, etc.,|
or in the development and operalion'I

|
of agriculture, and with the

‘operation period of 15 ycars orl
|longer may, upon approval of its|
japplication by Hainan provincial tax
organ, enjoy exemption from the
enterprisc income tax starting from
ithc first profit-making ycar to the
|ﬁﬁh year, and reduction in
'enterprise income tax by half from

the sixth to the tenth year.

3
[S]

Article 75 (1) (c) of the Detailed
Rules for the Law of the People’s
Republic of China on the Income
Tax for Foreign-funded Enterpriscs

and Foreign Enterprises

and reduction in enterprise mncome

A foreign-funded enterprise
cstablished in  Shanghai Pudong
New  Arca and engaged in the
construction of such energy and
transportation projects as airport,
port, railway, highway and power
station, etc. and with the operation
period of 15 years or longer may,
upon approval of its application by
Shanghai municipal tax organ, enjoy
excmption from enterprise income
tax  starting  from the first

profit-making year to the fifth year,
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‘Article 75 (1) (d) of the Detailed
‘Rules for the Law of the Pcople’s
Republic of China on the Income
Tax for Foreign-funded Enterprises
jand Foreign Enterprises

-

‘Article 75 (1) (f) of the Detailed
Rules for the Law of the Pcople’s
Republic of China on the Income
Tax for Foreign-funded Enterprises

and Foreign Enterprises

lAr!icle 75 (1) (f) of the Detailed
Rules for the Law of the People’s
Republic of China on the Income
Tax for Foreign-funded Enterpriscs
and Forcign Enterprises

Reply ot the State Council aboul the

-]A

tax by half from the sixth to the

tenth year.

A foreign-funded enterprise

established in a special economic

zone, engaged in the scrvice
industry, with a foreign investment

of US § 5 million or more and with
:_the operation period of 10 years or.

longer may, upon approval of its
"

application by tax organ in the{
ispecial economic  zong, cnjoy|
Iexemp\ion from enterprise income
:tax for the first profit-making year,
jand reduction in enterprise income
jtax by half for the second and third
iycars.

foreign-funded

enterprise
recognized as a high-tech enterprise
high-tech

7one

and established in a

industrial development
approved by the State Council and
with the operation period of 10
years or longer may, upon approval
of its application by the local tax
organ, enjoy exemption from the
cnterprise income tax for the first

two profit-making years.

A foreign-funded enterprise
cstablished in Beijing Pilot Zonc for
the
Technology Industry shall be subject

Development of  New
to the preferential tax provisions

treatments regarding Beijing Pilot

Zone for the Development of New

‘puBLic
FILE
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Interim Regulation on Beijing Pilot Technology Industry. It shall, as of

Zone for the Development of New its date of establishment, be

Technology Industry (Letter No. 74 exempted from the income tax

[1988] of the State Council) within 3 years. Upon approval of the
department designated by Beijing
Municipal Government, it may, on
the basis of the tax rate of 15% or
10%, enjoy the reduction of the
‘income tax by half.

I . . B

For an enterprise in an ethnic

autonomous region requiring special
i ‘incentives and encouragement and

o . ‘enjoying tax reductions  or’
‘Article 8 (1) of the Interim:

Regulation of the Peoples’ Republic ‘ X oo
. . jupon approval of the provinciali
iofChma on Enterprise Income Tax | :

exemptions for a specified pcriod|

people’s government, the period fori
the implementation  of thel_
;(ramilional preferential tax policy|
' shall not exceed $ years.

fo e e = ——- R

iAn enterprise (except for a slatei
Ibank or  insurance company).
lestablished in Hainan Island and
engaged in the construction of such
infrastructure projects as port, dock,

Provisions of the State Council on [3irport, highway, railway, power

Encouraging Investments to the[station, — coal — mine,  water
Development of Hainan Island (No. [conservancy, — etc., or in  the
26 [1988] of the State Council) development  and  operation  of

! agriculture and with the operation!
period of 15 ycars or longer mayj
enjoy exemption from the emerprisc:
income tax starting from its first five

profit-making years, and reduction

In enterprise income tax by half
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from the sixth to the tenth year.

An enterprise (except for a statc

bank or insurance company)

established in Hainan Island and’

engaged in industry or transport’

industry and with the operation

28 . ‘period of 10 years or longer may|
. ' enjoy exemption from the enterpr'se'I
income tax for its first and second|

| ?proﬁt-making years and cnjoy?
I reduction of the income tax by half!

. | ifrom the third to fifth year. I
i ;

[_ r !An enterprise (except for a state
) : %hank or insurance company)
‘ established in  Hainan Island,
: :cngaged in the service industry. with

:
|
I
| ithe total investment in cxcess of
i
|
i
i

29 USD 5 million or 20 million yuan
! and with the operation period of 10
years or longer may be exempted
from the income tax for its first
1 profit-making  year and enjoy
i reduction of the income tax by half
for the sccond and third years.
—————— rN_o!ice of the State Council on o
Implementing the Scveral ]A  high-tech  enterprise  newly
Supporting  Policies  concerning [established in a national high-tech
10 National Outlines for Medium and [industry development arca may,
H Long-term Planning for Scicntific jupon strict recognition, be exempted
and Technological Development |from the income tax for its first two
(2006-2020) (No. 6 [2006] of the [profit-making years.
State Council)
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