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International
Alert

Opportunity:
China has unveiled a new R&D tax incentive program to encourage companies
to conduct R&D in China.

Details:

In February 2006, China announced a new tax incentive program for R&D
activity at the State Council, and restated the program at the National People’s
Congress (NPC), which ended on March 13, 2006. The program is part of a plan
to transform China from a low-wage, low-technology center into a leader in
science and technology.

The program allows a 150 percent deduction from annual corporate taxes of a
company’s "scientific and technological” R&D operations. To qualify, a
company must demonstrate a 10 percent increase in R&D investment in China-
based R&D operations over the previous year.

In addition, according to Chinese media reports, the State Council is expected to
announce additional tax incentives targeted to increasing high-technology
exports from China. The incentives are likely aimed at encouraging R&D in
Chinese firms, along with protection for domestic intellectual property rights.
Finally, the NPC heard plans to increase government R&D spending to 2.5
percent of the China’s GDP.

BDO Seidman’s experienced R&D professionals are dedicated to helping
companies optimize the credits and incentives to which they are entitled because
of their worldwide R&D and manufacturing operations. This new Chinese
incentive program can be a valuable resource for companies that have or are
thinking about establishing an R&D presence in China.

The information in this newsletter is for general guidance only and is not a substitute
for professional advice. The BDO Member Firms accept no responsibility for any
actions taken or not taken on the basis of the information in this newsletter.

To ensure compliance with Treasury Department regulations, we wish to inform you
that any tax advice that may be contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the
purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or
applicable state or local tax law provisions or (ii) promoting, marketing or
recommending to another party any tax-related matters addressed herein.



