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Caishui [2009] No. 123

The Circular on Management Issues Concerning NPOs’
Eligibility of Tax Deduction

The public finance departments (bureaus) and state taxation
departments (bureaus) of all provinces, autonomous regions,
municipalities directly under the Central Government, and
cities directly under separate state planning, and the Financial
Bureau of Xinjiang Production and Construction Corps,

According to §26 of the Law on Corporate Income Tax of
PRC and §84 of the Regulation for the Implementation of the
Law on Corporate Income Tax of PRC (the Registration),
hereby (we) clarify eligibility of NPOs for tax deduction by
their donors:

1. An Eligible NPO recognized by this Circular should meet
the following requirements:

(1) [Tt is a] public institution (shiye danwei), a social
organization, a foundation, a non-commercial unit (min fer), or
a religious site that has been established and registered
according to relevant law and regulations, or other
organization recognized by the Ministry of Finance and the
State Administration of Taxation as tax exempt;

(2) [It is] dedicated to public welfare or non-profit activities
within the People's Republic of China;
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(3) Its incomes are all used for public welfare or non-profit
activities according to its registration or charter except relevant
reasonable organizational expenditures;

(4) Its assets and proceeds are not distributed except for
reasonable salaries;

(5) According to its registration or charter, its surplus after the
revocation (of its registration) should be used for public
welfare or non-profit purposes, or be transferred to
organizations of similar nature and missions as a gift upon
public notices;

(6) The donating person does not have or preserve any
property rights as to any assets of the organization. The term
“donating person” refers to a legal person, a natural person,
and an organization other than the people’s governments at all
levels and their bureaus;

(7) The employees’ salaries and benefits should be within the
required ratio without distributing the organization’s assets in
disguise. The employees’ average salary should not exceed
twice of the annual average salary of the preceding year at the
locale where the organization pay its tax. The employee’s
benefits are subject to relevant state regulations.
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(8) The public institutions, social organizations, foundations,
or non-commercial units should pass the annual inspection in
the preceding year unless they are newly established or
registered in the present year; and

(9) The NPO must accounts for its taxable income and its
costs, fees, and losses separately from other costs, fees, and
losses.

2. Eligible NPOs that were established or registered upon the
approval of a provincial or higher level registration and
management department should submit an application for
eligibility of tax deduction to the provincial taxation authority
in its locale, providing materials required by this Circular.
Eligible NPOs that were established or registered upon the
approval of a municipal (/local) registration management
department should submit application for eligibility of tax
deduction to the municipal (/local) or county taxation
authority, providing materials required by this Circular.

The public finance departments and taxation departments
should certify the NPOs’ eligibility of tax deduction jointly
according to the above jurisdictions, and issue regular public
notices.
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3. The NPOs that are entitled to tax deduction should submit
the following materials:

(1) an application,

(2) the charter of a public institution, a social organization, a
foundation, or a non-commercial unit, or the management
system of a religious site,

(3) a copy of the registration of taxation,

(4) a copy of the NPO registration,

(5) the conditions placed on the resources and uses of its funds,
public interest activities and non-profit activities prior to the
application,

(6) the financial statements and audit reports of the preceding
year certified by qualified agencies,

(7) the conclusion to the annual inspection of public
institutions, social organizations, foundations, or non-
commercial units of the preceding year provided by
registration and management departments, and

(8) Other materials that are required by the finance
departments and taxation departments.

4. The eligibility of tax deduction lasts for five years. An NPO
should reapply for a re-approval three months prior to the lapse
of the eligibility. NPOs that do not reapply for a re-approval
should lose their tax deduction status automatically.
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The reapplications are preceded under the rules that regulate
the original applications.

5. NPOs should require taxation registration and file tax
returns regularly under the Law on Taxation Collection of the
PRC and the Detailed Rules for the Implementation of the Law
of the PRC on Taxation Collection. NPOs that have achieved
eligibility of tax deduction should go through the tax deduction
procedures with the supervisory taxation authority. When a
change occurs as to the tax deduction status, the NPO should
report to the supervisory taxation authority within 15 days
after the change occurs. NPOs which are not qualified for tax
deduction should pay tax under the law. The taxes that are not
paid under the law should be recovered by the supervisory
taxation authority in a timely manner.

When an NPO distributes its surplus in violation of Section
1(5) upon revocation of its registration, the supervisory
taxation authority should recover the corresponding corporate
income taxes.

The supervisory taxation authority should inspect [the taxation
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status of the NPO] based on the tax returns submitted by the
NPO. The incomes that are deductible under the Law on
Corporate Income Tax, the Regulation for the Implementation
of the Law on Corporate Income Tax, and other regulations
should be deducted. The unqualified incomes are subject to
corporate income taxes under the law. If the supervisory
administration of taxation finds that the NPOs are not entitled
to tax deduction any more, it should report to the finance
department and taxation department which approved the tax
deduction status for reexamination in a timely manner.

The finance department and the taxation department which
approved the tax deduction status should reexamine the NPOs’
eligibility of tax deduction within the scope of authority under
this Circular. The NPOs which cannot pass the reexamination
are not entitled to tax deduction.

6. An NPO’s previously approved tax deduction status should
be disqualified upon one of the following conditions:

(1) As an public institution, a social organization, a foundation,
or a non-commercial unit, it does not take part in the annual
inspection after the lapse of the period or fails the annual
inspection;
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(2) It provides false information during the application
process,

(3) It evades its tax liabilities or assist others in evading tax
liabilities,

(4) It transfers, conceals, or distributes its organizational assets
in disguise through related party transactions or un-related
party transactions or services,

(5) It has been punished by a taxation department for violating
Law on Taxation Collection and the Registration,

(6) It has been punished by a registration and management
department.

The finance departments and the taxation departments would
not accept applications from NPOs which are disqualified
under section (1) within one year of the disqualification.
Administration of finance and taxation would not accept
applications from NPOs which are disqualified under other
sections within 5 years after the disqualification.

7. The Circular shall be implemented as of 1/1/2008.

Ministry of Finance, State Administration of Taxation

11/11/2009



