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The Research and Development Cash Rebate
Scheme aims to encourage more research and
development (R&D) investment in the private
sector and encourage companies to establish
stronger partnership with local public research
institutions. The Scheme is administered by the
Innovation and Technology Commission (ITC).

Eligibility
A company will receive a cash rebate equivalent
to 40% of its expenditure in two types of applied

R&D projects -
(1) projects under the Innovation and Technology
Fund (ITF) (“ITF projects”) ; and

(2) projects funded entirely by companies and
conducted by designated local public
research institutions (“Partnership projects”).

For Partnership projects, the following R&D work or
activities will not be eligible -

X product enhancement and customisation,

conventional operation or/and business
activities without scientific research
content (e.g. product design and general
system automation); and

X research projects outside the science and
technology fields (such as market research and
management studies).

Application procedures

(1) ITF projects
(@) acompany can submit an application for

cash rebate upon full payment of its pledged
contribution to an ITF platform project; and

(b)for an ITF collaborative project (e.g. the company

and ITF each contributes 50% of the project cost),
a company can apply for cash rebate in two
phases - it can submit an application for the
interim payment of cash rebate when the project
expenditure has exceeded 50% of the total
project estimate and the company has paid 50% of
the pledged contribution.

The company can later apply for final payment upon
project completion.

(2) Partnership projects

(a) after commissioning a designated research
institution to undertake an applied R&D
project, a company should pre-register its
project proposal with the ITC before the project
commences; and

(b) a company can apply for cash rebate in
two phases, similar to (1)(b) above.
The application should be supported by the
interim/final project report prepared by the
designated research institution.

Applications should be submitted to the R&D Cash
Rebate Scheme Section of the ITC in the form of hard
copy in person or by post within two years after the
completion of the relevant R&D projects.

List of designated local public

research institutions

(a) local universities;
(b) R&D Centres set up by the Government -
- Automotive Platforms and Application Systems
R&D Centre;

- Logistics and Supply Chain MultiTech R&D
Centre;

- Hong Kong Research Institute of Textiles and
Apparel;

- Nano and Advanced Materials Institute; and

- Hong Kong Applied Science and Technology
Research Institute;

(c) Hong Kong Productivity Council;
(d) Vocational Training Council; and

(e) Hong Kong Institute of Biotechnology.

Further information on the R&D Cash Rebate Scheme,
application forms, the Application Guide, other
Scheme documents and contact details of designated
research institutions are available at

www.itf.gov.hk/lI-eng/crs.asp

Enquiry

R&D Cash Rebate Scheme Section

Innovation and Technology Commission

10/F, Rykadan Capital Tower, 135 Hoi Bun Road
Kwun Tong, Kowloon, Hong Kong

e-mail : crs-enquiry@itc.gov.hk

tel : 3655 5678

Example

In the case of an ITF collaborative
project costing $1 million (e.g. company and
ITF each contributes half of the project cost),
the actual expenditure incurred by the
company will roughly be $150,000 only
(assuming it has to pay profits tax):

$
R&D expenditure by the company 500,000
Cash rebate ($500,000 x 40%) (200,000)
Profits tax savings* (148,500)

($300,000" x 300%" x16.5%)

Actual expenditure for undertaking
the $1 million R&D project* $151.500

* This varies depending on whether the company has to

pay profits tax.

A This applies to R&D expenditure meeting the definition of
Type B expenditure as given in Section 10 of Schedule 45 to
the Inland Revenue Ordinance.

# The deduction will be 300% for the first $2 million of the
aggregate amount of qualifying R&D expenditure and 200%
for the remaining amount. There is no cap on the amount
of the relevant tax deduction.
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