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PURPOSE

This paper submits the annual progress report on the operation of
the Research and Development (R&D) Cash Rebate Scheme (“the
Scheme”) for 2010-11 for Members’ reference.

BACKGROUND

2. On 1 April 2010, we introduced the R&D Cash Rebate Scheme
to reinforce the research culture among private companies and to
encourage them to establish stronger partnership with local research
institutions.

3. In seeking Finance Committee’s approval for a funding
commitment of $200 million for the Scheme, the Administration undertook
to conduct a comprehensive review three years after the Scheme was
introduced and to submit progress report to this Panel annually. This
report covers the operation of the Scheme in 2010-11.

THE SCHEME

4, Under the Scheme, a company receives a cash rebate equivalent
to 10% of its investment in two types of applied R&D projects —



(a) Innovation and Technology Fund (ITF) Projects*

R&D projects funded under ITF (including those approved on or
after 1 April 2009); and

(b) Partnership Projects

applied R&D projects funded entirely by private companies and
conducted in partnership with designated local public research
Institutions, e.g. consultancy and contract research.

Designated research institutions under the Scheme include local
universities; R&D Centres set up under ITF; Hong Kong Productivity
Council (HKPC); and Vocational Training Council. For Partnership
projects, the company is required to pre-register its proposal with ITC
before the project commences. This is primarily for budget planning
purpose and should not be taken as prior approval of ITC.

5. The following types of projects will not be eligible under the
Scheme -

(@) product enhancement and related work without any research
content;

(b) private companies’ in-house R&D work; and
(c) research projects outside the science and technology fields such
as market research and management studies.
Modus Operandi
6. The Scheme is administered by the Innovation and Technology

Commission (ITC) which accepts applications year round. There is no
restriction on the number of applications that may be submitted by a

1 Under ITF, there are broadly two types of R&D projects:

(i) platform projects which require industry contribution of at least 10% of the project cost.
The industry sponsors (minimum of two) will not own the project intellectual property (IP);
and

(if)  collaborative projects which require industry contribution of at least 30% (for R&D Centre
projects only) or 50% (for non-R&D Centre projects) of the project cost. The industry
sponsor(s) will be entitled to utilize the project IP exclusively for a defined period or own the
project IP.




company, nor a ceiling on the amount of cash rebate to be received by a
company. There is no deadline for application.

7. The flowcharts on the application process and payment timeline
for ITF and Partnership projects are at Annex A. To facilitate early
release of cash rebate, eligible companies can either submit applications
after full payment of their pledged contribution or in the case of
collaborative projects under ITF or Partnership projects, apply for an
interim rebate after the project expenditure has exceeded 50% of the cost
estimate. The remaining rebate will be released after completion of the
project.

8. Upon introduction of the Scheme, we have undertaken the
following publicity -

(@) ITC has published a leaflet for the Scheme (Annex B) which has
been sent to more than 70 business and trade/industry support
bodies (including local chambers of commerce and SME
associations). The leaflet is also distributed through designated
local public research institutions, Trade and Industry Department,
Invest Hong Kong and Hong Kong Trade Development Council;

(b) A dedicated web page under ITC’s website has been set up for
the Scheme, with details on its requirements and application
procedures as well as sample application and registration forms;

() We conducted briefings for local chambers of commerce, trade
associations, etc. during the year. \We also promote the Scheme
at ITC’s seminars as fit, e.g. the SME Forum held in October
2010 where about 110 companies attended,;

(d) We have requested the designated local public research
institutions to inform their ‘client companies’ of their eligibility
for rebate under the Scheme as well as reminding them to submit
applications. The designated institutions have also provided an
enquiry desk to assist companies which are interested in
conducting Partnership projects; and



(€)

The print media has also been used to promote wider use of the
funding support available from ITC, including the Cash Rebate
Scheme. Such publicity also covers success stories of SMEs,
including their experience. See Annex C.

PROGRESS FOR 2010-11

9. During the first year of operation (from 1 April 2010 to 31 March
2011), the situation is as follows —

ITE Projects

(@) ITC received a total of 240 cash rebate applications. They are

(b)

(©)

(d)

(€)

(f)

all ITF projects;

Of the 240 applications received, ITC approved 212 cases. As
for the remaining 28 applications, 9 cases did not meet the
requirement as they involved ITF projects approved before 1
April 2009, while the remaining 19 cases involved projects which
have yet to meet the requirement for releasing the rebate as set
out in paragraph 7 above;

The 212 approved applications came from 180 companies.
They all pertained to ITF projects (133 in total of which 34 were
collaborative projects);

These 180 companies represent around 60% of the total number
of eligible companies as at 31 March 2011. For those which
have not applied, 46% are overseas/Mainland companies whereas
54% are local companies;

The total amount of cash rebate approved as at 31 March 2011
was $5.86 million;

The lowest and the highest amount of cash rebate disbursed per
application are $500 and $814,500 respectively. A breakdown
of the cash rebate approved in 2010-11 is as follow:



No. of companies

No. of approved receiving rebate
Range of cash rebate applications in the stated
range

$0 - $9,999 82 65
$10,000 - $ 49,999 100 87
$50,000 - $ 99,999 23 19
$100,000 or above 7 9
Total: 212 180

Partnership Projects

(g) On the front of Partnership Projects, we received pre-registration
of 35 project proposals in 2010-11. The estimated expenditure
of these projects ranges from $40,000 to over $12 million each,
with a total cost estimate of $38 million. A breakdown of these
proposals by the designated research institutions is as follows -

No. of Partnership

project proposals Estimated cost
pre-registered (in $million)
HKPC 24 18
R&D Centres 8 18
Local universities 3 2
Total: 35 38

As the majority of these projects only commenced in late
2010/early 2011, the Scheme has not received any cash rebate
application pertaining to them in 2010-11 due to the lead time

involved.
EVALUATION
10. While our original estimated expenditure for the Scheme in

2010-11 was $20 million, the number of applications and amount of cash



rebate approved were lower than expected. To understand the situation,
ITC has analyzed the figures, discussed with stakeholders in particular the
designated research institutions, and conducted opinion surveys on the
concerned companies —

11.

(@)

(b)

We asked all successful applicants to complete a simple
questionnaire after their applications have been approved. As at
end-March 2011, 53 companies completed and return the
questionnaire to ITC. Most of them considered the application
forms easy to complete and were generally content with the
procedures and processing; and

In view of the lower than expected number of applications
received, we conducted a telephone survey in February 2011 on
58 eligible local companies which had not yet submitted
application.  About one-third of these companies responded.

Our observations are as follows -

ITF Projects

(@)

(b)

(©)

There has been a delay in the commencement date of some ITF
projects due to the longer than expected time for staff recruitment,
procurement of equipment, etc. There has also been a delay in
work progress in some cases leading to a delay of payment of all
industry contribution or the timing of reaching project mid-point
(i.e. eligibility for application for interim rebate payment). All
that in turn lead to a lower than expected level of cash rebate;

Among the 300 plus companies which are eligible for applying
under the Scheme, around 60% submitted applications by
end-March 2011. The reasons for not submitting are probably
because there is no deadline - hence no urgency to apply.
Alternatively, some may feel the level of cash rebate is not
attractive enough;

Under the survey in paragraph 10(b) above, some eligible
companies which had not applied indicated that there had been a
change in contact person. The new colleagues were not aware
of the Scheme or needed time to follow up; and



Partnership Projects

(d)

WAY FO

12.

As the Scheme was only launched on 1 April 2010 and
companies can only claim the rebate after they have fully paid up
their contribution or when project expenditure has exceeded 50%
of the project cost in the case of collaborative/Partnership
projects, it takes some time to build up the case load. We
expect the situation will improve next year.

RWARD

In the light of the lower than expected number of applications as

well as amount rebated, we propose to —

(a)

(b)

(©)

consider enhancement measures to improve the attraction of the
Scheme including reviewing the current 10% level of cash rebate.
We also feel that in parallel, we should review other aspects of
the ITF mechanism to provide more incentives to companies in
conducting R&D. For instance, there may be room for
enhancing the Small Entrepreneur Research Assistance
Programme under ITF, which provides matching grant to SMEs
for conducting R&D. We will report our review outcome and
proposed enhancement measures to the Panel in due course;

encourage the designated research institutions to seek greater
collaboration with the industry in conducting projects and
explain clearly to them the rebate available under the Scheme
and the relevant application procedures; and

continue to reinforce publicity on the Scheme, including
conducting briefings for business or industry associations as well
as via the media.

ADVICE SOUGHT

13.

Innovatio
July 2011

Members are invited to give their views on the above.

n and Technology Commission



R& D Cash Rebate Scheme:
Flowcharts on Application Process and Payment Timeline

ITFE Projects

Company 4 identifies a designated
research institution to undertake R&D,
and decides on level of contribution
(10% or 50% of total project cost)

L

Application to ITC for
ITF funding

¥

Funding approval by ITC

¥

[ Project commences -J

ITF Platfarm Projeds

ITF Collaborative Projects

e

F o . ---H“'- /z.-..-- --ﬁ"\
/ Payment of rebate in full f it A N
[ - immediately upon | fi SRR pg"é;ﬂfenf g C:' E
l' e 'l \ -eipg:ditu:ec;nglrrjr!:d -'I
. made by the company / P i
o A ., i
—— _ > * -
I': Project continues j
( Project continues j : '
‘ Full cantribution by company
(_ Project completion j {_- Project completion j
T,
¥ \

Final payment of rebate

| - remaining sum of rebate I
', to be made
\ ¥

e ey

Annex A



Partnership Projects

Company & identifies a designated local
research institution to undertake

¥

| Pre-registration with ITC |

!

{_ Project commences J

4

£ N, O
Interim payment of rebate 3

- upon 50% of project |

1 expenditure incurred J (ii)
1 o
[: Project continues J
[ Project completion J

’ :

Final payment of rebate
- remaining sum of rebate to be |
. made upon receipt of final report |
from designated institution

| 0]
(i}

",
L P

Remarks

Designated institution to
certify projedc scope and
expendiure.

ITC will make interim
paymentifthereportis
inorder.

Designated institution to
certify project scope and
expendiure.

ITC will make final
paymentifthereportis
inorder.



REFRR SO B85 ERTT R ERBORIX
1t - 30 S b FTER 45 FE AN b R & BHIT MRS I og &
1F o FHEIMAIFTRHRE A B HETT -

A A8
NRAEREATRBETHIAR - HRXAE10%H
Reoig :
(1) BRI EMRESEDOHHHEEL
(fF"E2EA") Ak
(2) BAAREBEENMMARBEAIE LHARE
BEEMIIIAR (BE BHEET) -
ABHEBEAMS  Re@BEKERR NI -
X RBRARG B ERBR/E S TR MEE LT
tF BBNEHEEMAREY  fINEMR
AHM—REGEEL : UK
X BHREASMOFATRIRR - SIS R E
B ©

ﬁaﬁﬁ

)ESE

)%%ﬁ&ﬂ&ﬁ MFLIEE - AAERHS
(RGN R L TRER S B -

) MAFERBEES THAEER (IR EE
CEIMEBEHN—FMAY)  ARAI D MHERH
BRSO EEMASBBZEREE ¥
B FR BAIR £ 1 8E - 518 B ek BB
T [a] g o

(2) B¥1EH

(@) RAIRFEIEE AR R TEAMEIAR
% EWETIERMAIELRAFRRERL
B EMEIEE o

(b) B2 Fatt (1)(b) AL AR D MEAHZEER SO
B o FEERFARMEIE TR B AP B R &
IH B 4 -

HERBEABESKBTE AR BIR G
R m EEtEIE -

(1

)
(a

EEABRAHBEEE
(a) AR -
(o) 837 BB 2 & T AT OB B -
- BB TET TR ¢
- EER RSB PRI R R
- BB R ATRER D |
- Wk RSB ¢ R
- BB AR -
() EBEH B ERHER -
() BEBLEENRER AR
() WIS -

BREMBEBRGODPBPAENFR #BFERB
REER AEXHNBMEENBREER

A]7E http://crs.itc.gov.hk TEHEE -

2

%/E/%ﬁ% )ﬁj( %2135)?
FHARKRE 2018

BIFTRIE
KEWMER B EEIE
B : crs-enquiry@itc.gov.hk
TG 2737 2435

e
S—E100E THRIF R RESNEERE
(ARREESEEY—FFHX) ARNERFH
MARKIR R 3T BT (RRABABNNEHR):

$
Qﬂ%ﬁﬁ?ﬁiﬂj 500,000
ENERFIER* (16.5%) (82,500)
iﬁiEW‘(o%) (50,000)

IR & B B B S~ RO B 18 *(16.5%) 8,250
ATEST— 18100 B TR 2
HEWEEREX " $375,750
2T G128 BB T TSR

—0-0O%mA

FRERTRERARBERT BUFYRRSEED

(RARRHERIBRAEDR)

Annex B


PS-AC(F)
Typewritten Text
Annex B

PS-AC(F)
Typewritten Text


The Research and Development (R&D) Cash
Rebate Scheme aims to reinforce the research
culture among business enterprises and encourage
them to establish stronger partnership with
designated 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 10% of its expenditure in two types of 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 research
institutions (“partnership projects”).

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

% product enhancement and customization,
conventional operation or/and business

activities without any 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

(@) a company 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 (i.e. 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
cost estimate. 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 ITC before commencing
R&D work; 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 ITC in the form of hard
copy in person or by post.

List of designated local research
institutions

(a) local universities;

(b) R&D Centres under ITF -

- Hong Kong Automotive Parts and Accessory
Systems R&D Centre;

- Hong Kong R&D Centre for Logistics and Supply
Chain Management Enabling Technologies;

- Hong Kong Research Institute of Textiles and
Apparel;

- Nano and Advanced Materials Institute; and

- Hong Kong Applied Science and Technology
Research Institute;

(©0 Hong Kong Jockey Club Institute of Chinese
Medicine;

(d) Hong Kong Productivity Council; and
(e) Vocational Training Council.

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

http://crs.itc.gov.hk.

Enquiry

R&D Cash Rebate Scheme Section
Innovation and Technology Commission
20th Floor, Wu Chung House

213 Queen’s Road East, Wan Chai
Hong Kong

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

tel : 2737 2435

Example

In the case of an ITF collaborative project
costing $1 million (i.e. company and ITF each
contributes half of the project cost), the actual
expenditure incurred by the company will
roughly be $370,000 only (assuming it has to
pay profits tax):

$
R&D expenditure by the company 500,000
Profits tax savings* (16.5%) (82,500)
Cash rebate (10%) (50,000)
Tax on cash rebate*(16.5%) 8,250

Actual expenditure for undertaking
the $1 million R&D project* $375,750

*This varies depending on whether the company has to
pay profits tax.

April 2010

Designed by the Information Services Department
Printed by the Government Logistics Department
Hong Kong Special Administrative Region Government
(Printed with environmentally friendly ink and paper)
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