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RULES GOVERNING THE APPLICATION OF TAX DEDUCTION
FOR INVESTMENT BY PRODUCTIVE ENTERPRISES FOR
RESEARCH AND DEVELOPMENT EXPENSES

Promulgated by the Executive Yuan
under its decree No, Tai (74) Ching
17382 dared Seps. 16, 1985

Article 1

These rules are prescribed in pursuance of the provisions set forth under Article
34-1 of the Statute for Encouragement of Investment.

Article 2

The so-called “research and development expenses” appeared in these rules shall
include the expenditures required for research activities in the development of new
products, improvement of production and management technologies, betterment of
productive processes. conservation of energy consumption, and prevention of pollution
hazards, as well as for making market survey for products as follows:

(1) Expenses for employment and cultivation of specific and auxiliary personnel

to be used by a research and development unit;

(2) Expenses for improvement of production and management technologies;

(3) Expenses for procurement of consumable items or original materials to be used

in research or experiment;

(4) Expenses for obtaining books and samples required for research or experiment;

(5) Expenses incurred from the depreciation of the cost of equipment and instru-

ments used in research or experiment during the current year;

(6) Expenses incurred from the depreciation of, rental for, or maintenange of the

building used specifically by the research and development unit;

(7) Expenses incurred from the amortization of the royalty payment against the use

of patent right, special technology or copyright in the current year;

(8) Expenses incurred for entrusting the research work to universities, colleges or

research institutes;

(9) Expenses for research in the development of technology for new products, and

in conducting market surveys;
(10) Other expenses for research and development which are specifically approved by
the competent authority and the Ministry of Finance.

Article 3

The term “five preceding years” used in the provision of Article 34-1 of the Statute
for Encouragement of Investment denotes the five consecutive years immediately préz:ed—
ing the fiscal year in which the application for tax deduction isymade, L



For a productive enterprise which did not list any research and development expenses
in its tax returns of the preceding five years, or it did list such expenses in the preceding
years but only for less than five years, if the amount of research and development ex-
penses listed in the year for which the application for tax deduction is made exceeds
0.5% of its total business revenue of the year, the amount in excess thereof may be
deducted from the profit-seeking enterprise income tax as prescribed under these rules.

Article 4

The amount of research and development expenses listed as expenditure by a pro-
ductive enterprise shall be in consistence with the amount approved by the tax collection
authorities concerned. '

Article §

When a productive enterprise declares research and development expenses, it shall
give exact figures of its research and development expenses duly approved by the tax
collection authorities concerned for the preceding five years, and the amount of research
and development expenses incurred in the current year to be filled in a format specifically
designated by the competent authority, and it shall be attached with following evidentiary
documents to testify the expenditures of the current year:

(1) A roster of the research personnel employed;

(2) A list of machinery, equipment and instruments procured in the current year to

‘be used specifically in the research and development, or in experimentation;

(3) A plan for cultivating or training research personnel;

(4) Other relevant evidentiary documents.

Article 6

In case of finding any false reporting or declaration of research and development
expenses by a productive enterprise which is eligible for the offsetting research and
development expenses against payable profit-seeking enterprise income tax as prescribed
in these rules, the enterprise concerned shall be liable to the punishment as stipulated
in the Income Tax Law, and, in addition, it shall be deprived of its right to apply for the
encouragement as prescribed in these rules during the current year.

- Article 7

These rules shall become effective from January 1, 1985.



