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 Q: How to credit against income tax if the enterprises with foreign investment and 
foreign enterprises purchase China-made machinery? 

 
A: Where the enterprises with foreign investment engaged in the investment items in line with 
the rules of the state council purchase China made machinery within the total investment, 
40% of the China-made machinery investment may be credited against the increase of the 
enterprise income tax of the year of purchases of the machinery over that of the previous year. 
Where the increase of the enterprise income tax is not enough to offset the investment, the 
balance of the investment may be carried forward to the subsequent years (on the basis of the 
enterprise income tax in the year before the year of purchasing the machinery) with maximum 
of five years. For the enterprises with foreign investment enjoying enterprise income tax 
exemption and reduction in accordance with the relevant laws and administrative regulations, 
the credit a period during tax holidays may be properly prolonged with a maximum of 7 years. 
 
Where the enterprises with foreign investment purchase China-made machinery beyond the 
total investment to utilize advanced and suitable new technology, new craft, new equipment 
and new materials for transforming the present facilities and production technology for the 
purpose of improving economic efficiency and product quality, diversifying products, 
updating products expanding exportation, decreasing costs, saving energy, optimizing 
comprehensive use of resources, tackling waste residue, waste water and waste gas and labor 
protection, 40% of China-made machinery investment may also be credited against the 
increase of enterprise income tax of the year of purchasing the machinery over the enterprise 
income tax of the previous year. 
 
The China-made machinery mentioned above refers to the machinery of production or 
business operation nature which is produced by domestic enterprises. It does not include the 
machinery imported directly form abroad and the machinery produced by contract processing, 
samples processing, assembling of imported parts and compensation trade. 
 
To apply for credit of enterprise income tax for China-made machinery investment, the 
enterprises with foreign investment should provide the competent tax department with the 
valid vouchers and materials such as the invoices for purchasing the China-made machinery. 
The China-made machinery for investment credit may still be depreciated on basis aof the 
original value. 
 
In case of transfer or lease of the China-made machinery said above within 5 years after 
purchase, the enterprise income tax already credited should be paid back on the time of 
transfer or lease. 
 
The foreign enterprises having establishment or places in China engaged in production or 
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business operation may obtain enterprise income tax credit on their purchase of China-made 
machinery ain reference to the rules described above. 

 


