
Companies’ transfer pricing
policies are expected to be
challenged as governments
increasingly seek to plug a
widening hole in their corporation
tax revenues. 

UK, US and Japanese tax
authorities have been the most
active since 2000 in auditing
transfer pricing policies. Challenges
are also increasingly common in
The Republic of Korea, India,
Canada and Australia. 

But one government’s loss is
another’s gain – and some
countries are increasingly
promoting transfer pricing
mechanisms to attract investment.

For example, there has been a big
increase in the number of US and
Japanese companies basing
significant parts of their European
operations in Ireland, which has a
relatively low tax rate compared
with many other countries in the
European Union.

To attract inward investment, both
Switzerland and Belgium have laws
and practices that allow a
reduction in profits to be subject
to tax locally. The full tax rate is
still applied but to a smaller
amount of profits, resulting in a
lower effective tax rate.

Transfer pricing - allocating profits
between subsidiaries in different
countries to take advantage of the
most effective tax regimes - is an
accepted part of compliance life
and has become not only a major
tax planning opportunity, but also
an important consideration when
streamlining and remodelling
business structures. 

The starting point for any
remodelling has to be the most
effective structure for the business.
But, once that is identified, the
question as to where to locate
different parts of the structure
should take tax issues into account
– and there are opportunities
particularly around intellectual
property, procurement,
manufacturing, distribution and
sales.

But tax authorities do not enjoy
seeing corporate tax on the decline
from new business models and
transfer pricing mechanisms. So it
is important to seek cross-border
advice specific to the countries in
which you plan to
operate.

In any international
setting, transfer
pricing issues arise
where transactions
are entered into
between non-arm’s
length parties. 

Without transfer
pricing rules, a
multinational group of corporations
could set intercompany prices to
unduly shift taxable income from
high-tax to low-tax jurisdictions. 

Many high-tax countries attempt to
limit tax leakage through transfer
pricing rules requiring taxpayers to
charge a fair arm’s length price for
goods and services received from, or
provided to, related non-resident
parties.

Affected transactions
The transfer pricing policies of most
countries are concerned with inter-
company purchases and sales of

goods and property; transfers of
technology, rights, patents and
intangibles; the rental of property;
the use of intellectual property; and
the provision of technical assistance.  

Management fees and other
payments for services, as well as
payments resulting from research
and development cost-sharing
arrangements or expense allocations,
are also areas of concern.  

Arm’s length principle
The arm’s length principle is generally
based on prices or margins obtained
by arm’s length parties engaged in
the same or similar transactions.  For
price or margin comparisons to be

useful, the
economically
relevant
characteristics of the
transactions being
compared must be
sufficiently similar
so as to permit
reasonably accurate
adjustments to be
made for any
differences in such
characteristics.  

For example, where services are an
integral part of the business activity,
an arm’s length charge would
normally include an appropriate
mark-up or profit element based on
mark-ups charged by unrelated
parties providing similar services.  

In other words, the price to be
charged to related parties should
equal the price charged by unrelated
parties rendering the same services.
Simply charging for services based
on cost plus a small mark-up - say
15% - does not meet the standard in
many, or even most, situations.
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Trans-national
transfer
pricing
UHY offices in Toronto, Canada,
and London, UK, worked
together to assist a Canadian
client expanding to the UK. 

Our Canadian client, a
subsidiary of a Swiss
conglomerate, was given the
go-ahead by its Swiss
management to acquire a
substantial portfolio of UK
commercial rental properties.  

The UHY London office was
instrumental in helping our
client set up its UK operations.
We worked together to
determine the best structure for
the UK ownership and to ensure
transfer pricing rules were met
in each jurisdiction – Canada,
the UK and Switzerland.  

Not only was it necessary to
address the appropriate charges
by the Canadian corporation for
finding the properties, arranging
the acquisition and managing
the ongoing UK operations, but
various related companies also
provided financing and
guarantees, which had to be
considered.  

Through the co-ordinated effort
of both London and Toronto
offices, we were able to help our
client to establish the
appropriate transfer pricing
system, assist with
documentation requirements,
determine the optimal
ownership structure and
facilitate the set-up of the UK
operations. 

For further information,
contact UHY in Toronto,
Canada: Susan Farina
Goldfarb, Shulman, Patel & Co
LLP (susan@gspco.com)

Transactional basis
In establishing transfer prices, generally
taxpayers must set prices separately
for each transaction they enter into
with a non-arm’s length party. This
means that taxpayers cannot simply
wait until year-end to ‘true up’ their
inter-company transactions.
Procedures must be in place to identify
situations involving the cross-border
transfer of goods and services to
ensure the appropriate transfer pricing
method has been determined, and to
record each and every transaction
using that method.

Documentation requirements
In addition to comprehensive rules
addressing the quantum of the transfer
prices, many countries require
taxpayers to complete
contemporaneous documentation
setting out factors such as:

� The property or service to which the 
transaction relates.

� The terms and conditions of the 
transaction.

� The identity of the parties and their 
relationship.

� The functions performed, the 
property used or contributed and 
the risks assumed by the parties.

� The data and transfer pricing 
methods considered and the 
analysis performed to determine the 
transfer prices.

� The assumptions, strategies and 
policies, if any, that influenced the 
determination of the transfer prices.

� An overview of the taxpayer’s 
business, including an analysis of 
the economic and legal factors that 
affect the pricing of its goods or 
services.

Severe penalties for failure to comply
with these requirements may be
imposed.  Fortunately, it is normally
possible to prepare a single analysis
which can be used to satisfy the
requirements in multiple jurisdictions.  
Many jurisdictions also require

taxpayers to report annually the nature
and amount of non-arm’s length
transactions.  For example, the Canada
Revenue Agency requires the filing of
form T106 and the US Internal Revenue
Service requires the filing of form 5472. 

Support cross-border
The global presence of UHY is critical in
assisting multinational clients deal
with complicated, and sometimes
conflicting, requirements.  

Our goal is to reduce the potential for
double tax, while taking advantage of
appropriate planning measures to
minimise the client’s worldwide income
tax burden. 

We can work closely with clients to
ensure that the transfer pricing
methods selected comply with the
requirements of the applicable
jurisdictions, and provide the best
overall result for the client.  

We can also help to ensure that the
contemporaneous documentation and
reporting requirements are met. Should
the need arise, we can assist at the
time of audit by taxation authorities.  

In situations where it is difficult to
apply the arm’s length standard, or
where the dollars are significant, UHY
firms can assist the client in applying
to the applicable tax authorities to
obtain a bilateral or multilateral
Advance Pricing Agreement (APA).  

An APA is a binding agreement
between a taxpayer and the relevant
taxation authorities setting out the
transfer pricing method to be used in
advance of the transactions. The
obvious advantage of an APA is that it
can provide certainty for the client and
can avoid potential double taxation
and penalties. However, the APA can be
a time-consuming and expensive
process – most tax authorities charge
for this service.
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Islamic banking is estimated to be
managing funds exceeding 200
billion USD and growing at 15%
per annum. 

Islamic financial institutions - from
commercial banks, investment
banks, investment companies to
leasing and insurance companies -
are not confined to Muslim
countries but spread over Europe,
the US and the Far East, drawing
funds from both Muslims and non-
Muslims alike.

More than two-thirds of Islamic
finance business currently
originates in the Middle East.
Bahrain has the largest number of
offshore Islamic investment banks
in the Muslim World. Other major
markets for Islamic finance include
Egypt, Malaysia, Turkey, Indonesia
and Pakistan.

Malaysia operates a dual-banking
system promoted by the
government. It allows conventional
financial institutions, investment
banks, commercial banks and
finance companies to launch
separate Islamic banking divisions,
competing alongside two Islamic
banks - Bank Islam Malaysia and
Bank Muamalat Malaysia. Bank
Negara Malaysia (the central bank)
has its own Shariah Advisory Board,
which sets the rules for the entire
Islamic banking sector, ensuring
uniformity of products and services.

Islamic banking stemmed from
economic growth in the Islamic
world, fuelled primarily by oil

wealth. A bigger, middle-wealth
segment in society made banking a
necessity for more of the
population rather than a service for
the few, as had been the case 10 to
15 years earlier. 

Today, Islamic bankers keep pace
with sophisticated techniques and
latest developments, evolving
investment instruments structured
so that they are not only ethically
motivated but also profitable.

Basic principles
The basic principle is the
prohibition of Riba (Usury, or
interest). It also prohibits dealing in
liquor, pork, gambling, pornography
and all else unlawful under Shariah
law. 

The goal is not equality but
avoidance of gross inequality along
with a tenet that wealth should not
become ‘a commodity between the
rich among you’.

The Islamic financial system
employs the concept of
participation in the
enterprise, utilising funds
at risk on a profit-and-
loss-sharing basis.
Speculative activity is
excluded by careful
investment policy,
diversification of risk and
prudent management.
The concept of profit-
and-loss sharing, as a
basis of financial
transactions,
distinguishes good
performance from the
bad and mediocre. 

Equities have only
comparatively recently
been opened up as an
asset to Islamic investors,
following approval from
the Islamic Fiqh (Islamic
jurisprudence) Academy,
Jeddah - one of the
major legal bodies in the
Muslim world. Islamic
investors are now able to
invest in equities subject
to certain criteria and
Islamic equity funds have
been launched.

Research engine 
The Institute of Islamic banking and
Insurance was set up in London in
1991. It has made a significant
contribution to the education and
training of people in Islamic
banking and insurance through a
post graduate diploma course,
publications, lectures, seminars,
workshops, research, and Shariah
advisory services.

The institute has come to be
recognised as the world’s leading
research body in the field of Islamic
banking and finance.

It has also taken up ethical issues –
for example, it has called into
question a claim by some that Islam
prohibits investment in armament
and cinema industries. ‘Islam’s
stand on these issues is clear,’ it
says. ‘Investment in these sectors is
not only permissible but also
essential.’

For further information, contact:
John Lim (j.lim@uhy-uk.com)

Islamic banking: a growth market
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Keen and determined to attract
foreign direct investment, Malta
has restructured its fiscal
legislation to provide tax
incentives - particularly to
companies manufacturing high
value-added products, R&D and
IT.

Malta has been
described as the
European Union’s best-
kept secret. 

The islands have unique
cost advantages and
operate the imputation
system for taxation. 

With a company tax rate of 35%,
non-resident shareholders setting
up an International Trading
Company (ITC) may benefit from a
package of incentives and tax
reductions which can take the tax
rate down to as low as 4%.

ITCs are standard Maltese onshore
limited liability companies with
status specifically recognised only
for tax purposes. They are:

� Companies registered in Malta.
� Engaged soley in carrying out

trading activities from Malta.
� Trading with persons who are 

not resident in Malta (and with 
object clauses in their 
Memorandum of Association 
restricting them accordingly).

ITCs are taxed on gross dividend at
27.5%, but as the company would
have already paid Malta’s 35%
company tax rate, the shareholder
gets a refund of 7.5%. ITCs are also
entitled to a refund equal to two-
thirds of the tax paid by the
company at 35% - which equals
23.3% of the company’s taxable
profits. 

The resulting effective tax burden of
4.17% may be further reduced by
double taxation agreements. Malta
has treaties with 42 countries and is
currently negotiating others.

Requirements for the formation of
an ITC include a minimum
authorised share capital equivalent
to USD 1,500.

Foreign investment structure 
Malta Enterprise (ME) is the
government’s agency focused on
attracting foreign investment and
supporting it. It promotes the
islands as a competitive investment
destination and offers attractive
fiscal and non-fiscal benefits to
companies intending to set up
operations there.

Through ME, further incentives -
such as Investment Tax Credits and
investment allowances - may also
be offered, subject to the investor
meeting pre-determined criteria. 

Malta’s cost base is also lower than
what would normally be expected
from mainland Europe, particularly
Luxembourg, which is one of the
islands’ major competitors. 

The Maltese financial services sector
accounts for 12% of GDP.
Government projections expect this
percentage to double over 10 years. 

An important catalyst has been EU
membership since May 2004 and
with it the Malta Financial Services
Authority (MFSA) which has a
regulatory and supervisory role.

The MFSA has assumed most of the
regulatory functions of the Central
Bank of Malta. The adoption of one
regulator is aimed at focusing on
compliance requirements, while at
the same time streamlining
procedures and reducing
bureaucracy.  

Although the MFSA is demanding in
compliance requirements, it is
generally regarded as having a good
relationship with the regulator that
can, where possible, result in non-
standardised approaches and
custom-made solutions.

Malta has also received
international recognition for its
strong and stable regulatory
framework which adopts EU
standards on money laundering,
professional secrecy, banking,
insurance and company regulation.

Business climate
Malta offers a comfortable business
climate to would-be investors in

Southern Europe and the
Mediterranean. With a European
timezone and lifestyle, it has
excellent connections to the
European, North African and Middle
East mainlands. 

Benefits include:
� Government pro-business policy.
� Flexible and efficient ‘can do’ 

business environment. 
� Dedicated, highly skilled and 

competitively priced workforce.
� Multilingual population - 

English, Maltese and Italian are 
spoken fluently and there are 
good numbers of French, 
German and Arabic speakers.

� Excellent distribution, freeport 
and telecommunications base 
from a strategic location.

� Social and economic stability. 
� Modern, pleasant and safe 

country with a moderate climate 
for both business and to live in.

� Excellent business support 
services.

� Overall operating, training, 
retention and recruitment costs 
estimated to be one-third of EU 
average.

Following a revolution in
communication technology, Malta
has transformed its erstwhile
insular handicap into a strength. 

Another significant development is
that Malta is fast gaining a strong
foothold in the insurance market,
particularly in captive insurance.
The islands have been gearing up to
take full advantage of pass-porting
rights to sell services in the EU since
accession. Industries related to oil
and gas, manufacturing,
pharmaceuticals etc, with typically
high premiums, are particularly
attracted to captive insurance.

And one further good reason for
choosing Malta are the names of
companies already doing business
there - such as HSBC, ST
Microelectronics, Lufthansa, De La
Rue, Aventis and Microsoft. 

For further information, contact:
Pierre Galea Musù, UHY Pace,
Galea Musù & Co 
(pgm@pgmco.com)

Malta: a land of opportunity
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Investors into Canada are making
use of ‘flow-through’ vehicles in
their tax planning strategies. 

International businesses investing
into Canada can sometimes use
‘flow-through entities’ (FTEs) in
their tax planning strategies.  

FTEs generally allow for a flow-
through of profit or loss for tax
purposes to the owner of the entity,
while providing liability protection
similar to that for corporations.  

Combined with other tax planning
strategies, FTEs may reduce the tax
burden in the country where the
operating business is located
and/or in the foreign jurisdiction of
the owner.

The challenge for tax planners is
that FTEs may be treated differently
under Canadian domestic law
compared with the tax law in the
foreign jurisdiction of the owner.

Canadian domestic FTE rules
Entities that provide a flow-
through of income for Canadian
domestic tax purposes are generally
restricted to trusts and
partnerships. 

Canada has three types of
partnership available (depending on
the provincial law under which
they are formed): general
partnerships, limited partnerships
(LPs) and limited liability
partnerships (LLPs).

General partnerships are not often
used as partners have unlimited
joint and several liability for the
obligations of the partnership, and
partners may enter into binding
contracts on behalf of the other
partners. 

LLPs are relatively new in Canada
and allow a partner to fully
participate in operating the
business without losing limited
liability status. Limited partners of
LPs may not participate in
managing the business without
loss of limited liability protection.  

It is thought LLPs will continue to
be used more widely in Canada as

advisors become more comfortable
working with them. But LLP
legislation varies from province to
province and may not be available
and/or appropriate in some
Canadian jurisdictions.

Only partnerships provide for a
flow-through of losses to owners.
Losses incurred by a trust may not
be claimed by beneficiaries but can
be carried forward (subject to
certain limitations) and applied to
reduce income earned by the trust
in subsequent years.

Canadian entities that are 
foreign FTEs
There are two corporate entities
that may qualify as FTEs for foreign
tax purposes - the Nova Scotia
Unlimited Liability Corporation
(NSULC) and Alberta Unlimited
Liability Corporation (AULC). 

While both are taxed as
corporations for Canadian domestic
tax purposes, some foreign
jurisdictions may view them as
FTEs.  

In particular, the US Internal
Revenue Service allows both
entities to ‘check-the-box’ to
determine whether they will be
taxed as corporations, partnerships
or disregarded entities for US tax
purposes.

A recent case in UHY’s Vancouver
office illustrates these rules:
A client of UHY’s Detroit office was
considering setting up business in
Canada and expected significant
start-up losses. The client had other
sources of income in the US
against which losses could be
deducted. The following structure
was established:

The ultimate individual owners of
the business in the US established
S-Corporations. S-Corporations
may be treated as FTEs for US
income tax purposes.

The S-Corporations incorporated an
AULC and funded it with a
combination of debt and equity.
The AULC ‘checked-the-box’ to be
considered a partnership for US tax
purposes.

The results were:
As the AULC and S-Corps were FTEs
for US tax purposes, all start-up
losses of the Canadian operations
could be claimed by the individual
owners in the US for US income tax
purposes.

To reduce future exposure to
Canadian corporate income tax in
the AULC, interest-bearing debt
formed part of the investment
from the S-Corps. Note that
Canada has ‘thin capitalisation’
rules that can deny interest
deductions where the debt to
equity ratio exceeds 2:1 and 25%
or more shareholders have loaned
funds to the Canadian entity.

As S-Corps are eligible for benefits
under the Canada-US income tax
treaty, dividends and interest paid
to the S-Corps are subject to
Canadian withholding tax of 5%
and 10% respectively. Dividends
paid to non-corporate entities
would be subject to a 15%
withholding tax rate.

There is no need for the ultimate
US owners to file Canadian tax
returns as the AULC is taxed as a
corporation for Canadian income
tax purposes.

There are alternatives to this
structure that could have also
provided a complete flow-through
of start-up losses for US income
tax purposes. For example, instead
of using an AULC, the S-Corps
could have used a Canadian LLP.
However, in this alternative, the S-
Corps would be required to file
Canadian income tax returns.

This structure was a success for our
clients because they had the
foresight to look at their overall tax
position in the US and Canada
before deciding on how to proceed.
Once they realised that the
Canadian losses could be flowed
through to them for US tax
purposes, the decision on the
appropriate structure was made.

For further information, contact:
Laird Branham, UHY LDMB
Advisors Inc, Vancouver.
(lbranham@ldmb.com)

Investment vehicles 
bring tax plan benefits



UHY International Business Issue 126

UHY’s China Group principal
Melanie Chen gives her insight
into developing business in the
Republic. Melanie has more than
10 years’ experience in
international tax and business
advisory services. Her practice
focuses on advising US
multinational companies on the
tax, financial and business
aspects of doing business in
China, Hong Kong and Taiwan -
the so-called ‘Greater China
region’.

What are the risks attached to
investing from abroad into
China? What are the best ways to
minimise these risks?

Risks are high in doing business in
China because anything can
happen, including political
revolution, financial crisis, labour
uproar, etc.  However, the general
return is high too – China is one of
the fastest-growing markets with
an annual growth rate approaching
10% in the past 10 consecutive
quarters.  

The key to success in China is to
fully realise the risks and have a
flexible action plan to minimise
them. The following are, in my
opinion, the most critical risks that
may have a direct impact on
foreign investment in China.  

Undeveloped credit infrastructure 
A common complaint of foreign
companies doing business in China,
or with Chinese companies, is about
the difficulty of collecting full
payment on time. China does not
have a credit infrastructure that

provides systematic and reliable
resources to the credit history of
companies and individuals.  

Foreign companies should do good
due diligence to minimise exposure
to the risk of default on payment. It
is worth investing time and money
on extensive research and retaining
a reliable third-party expert to find
reputable partners and confirm the
creditworthiness of partners or
primary customers.  

In addition, companies should pay
close attention to the terms of
payments and performance
standards in contracts and verify
the authority of Chinese people
involved in negotiating and
concluding these contracts.  Make
sure that contracts do not include
provisions that violate Chinese law,
even though the Chinese parties
may promise not to enforce laws or
regulations, and do not accept
provisions that are beyond your
control, such as visas for visits to
your company in Europe or the US.    

Poor legal environment
The existing Chinese legal system
does not provide adequate and
effective protection.  The
application of laws is inconsistent in
different provinces and cities, and
court verdicts are difficult to
enforce. Cost of litigation is high,
and penalties are low. Contracts are
not fully respected and difficult to
enforce. Bear in mind that the
conclusion of a contract is just the
beginning of real negotiation.

Verify the authority of the people
you negotiate with and the
ownership, permits, permissions,
license and qualifications they claim
that they have through
independent sources. Find your own
legal counsel and draft contracts in
clear terms.  

Do not rely on oral promises of
business partners and government
officials on local subsidies,
incentives or special considerations
that are not based on solid legal
ground.  Even if you have them in
writing, you should treat these
incentives as ways to augment
profit (instead of counting on them

to create profit) because they may
be taken away at any time.    

Lack of electric power supply 
In recent years, more than two-
thirds of China’s provinces and
municipalities have experienced
chronic power shortages, with the
most serious in the high-density
industrial areas along the east
coast.  

In response, the Chinese
government has approved several
dozen new power plant projects,
which are expected to add fresh
capacity of about 35 million
kilowatts, to come online in 2006
and 2007.  However, there are
concerns about the viability and
sufficiency of such projects, because
most of the approved new facilities
are located in central China and it is
in doubt whether the poor regional
grid infrastructure can adequately
transfer the added power to high-
demand areas along the east coast.  

Furthermore, it is expected that
China’s energy sector will have to
be reformed from a controlled to a
market pricing system, which calls
for price deregulation. This means
that prices of electric power may
eventually be adjusted to meet the
market demand.  

Many foreign companies have
started to shift manufacturing
investment to smaller cities in
central and west China, where
power capacity for industrial use is
more stable and adequate, and
labour and land cost are lower than
in large cities along the east coast.
In addition, many companies have
purchased diesel generators as a
back-up to maintain production
during peak power times.  

As a result, foreign companies may
want to include the expense of
diesel generators as a fixed cost of
investing in China and raise their
estimate of costs to account for
power supply uncertainties in east
and south China. 

Diverse and rapidly changing
market 
China is a very diverse market. With
1.3 billion in population, the

China: risks and opportunities



UHY International Business Issue 12 7

consumer culture, cuisine and local
languages are dramatically different
in provinces from north to south
and from east to west. The overall
market has been growing rapidly
but regional economy has
developed at very different paces.  
In addition, China has a long history
of strong regional protectionism
where provincial and municipal
governments impose barriers to the
inward trade of goods and services
from other regions to protect local
businesses and tax revenue. It is
challenging for foreign companies
to penetrate regional markets
because products that are well
received in one city are not
necessarily welcome in other areas
in China.    

Foreign companies need to be very
sensitive to, and make marketing
strategies taking into consideration,
the regional differences and
barriers. It is a mistake to assume
that products popular in large cities
or the east coast region will
eventually find their ways into
second-tier cities and the mid-west
region.  

Before jumping into these markets
or launching a new product, it is
critical that foreign companies do
substantial and in-depth market
research and keep close track of
regional developments. 

Difference in culture and
management styles  
The cultural differences between
China and the West are striking.
For example, in China telling a guest
that he or she has gained weight
recently is a compliment, and the
honoured guests at a dinner party
can expect to be given the head
and tail of the fish to eat.  To share
and ask about personal matters is
an expression by management of
caring and respect for employees in
Chinese companies, where the same
questions may be seen as an
invasion of privacy in the West.  

Foreign companies doing business
in China need to become familiar
with basic Chinese culture and
critical differences in business
etiquette. Hiring managers who
grew up in China and were trained

overseas may help to smooth the
potential conflicts in cultural and
management styles.     

What particular guidance can be
given to smaller-sized to mid-
market businesses looking to
invest in China?

Find the right partner and make
investments step by step. Small
firms usually need a local Chinese
business partner to make sales,
deliver products and develop local
markets.  Companies may start by
working with potential partners on
low-cost products or under a
consignment manufacturing
arrangement to test their quality,
capacity, efficiency and reliability
before making substantial
investment on forming joint
ventures with a local partner or
investing in factories and other
capital expenditures. 

Another approach is to set up
liaison offices and hire a few
Chinese employees to obtain first-
hand market information and build
customer relationships. 

Alternatively, foreign companies
may form joint ventures with
Chinese partners with small
amounts of investment and
gradually increase the investment
and eventually buy out these
Chinese partners after they obtain a
more solid market foothold.    

Hire good local managers and
advisors  
Smaller firms tend to be cost
sensitive. However, firms that are
willing to pay for the best managers
and advisors usually get significant
return in the long run. 

Advisors who have substantial
experience in advising foreign
companies doing business in China
and in-depth familiarity with
Western management and business
models may help foreign companies
identify the most cost-efficient
market entry strategy and
sustainable operating model for
their Chinese investment. Smaller
firms should invest in hiring and
training the best local managers,
instead of sending expatriates to

work in China. Usually, periodic
overseas training opportunities are
very attractive to offer and an
effective way of retaining and
rewarding the best Chinese
employees.  

Be realistic and patient   
Do not rely on the promises of
subsidies and incentives of local
government officials and partners
to project your profitability. Use
independent sources to verify your
partners’ claims of ownership,
permits, permissions, licenses, and
professional qualifications. Do a
thorough risk analysis and have
solutions for the worst situations in
every phase of developments. Do
not compromise on risk assessment
standards just because the trend is
to go to China.  Be patient in
waiting for acceptable terms and
return on investment.   

What incentives are offered?
China offers tremendous incentives.
The basic tax incentive is the so-
called ‘five-year tax holiday’,
including a two-year income tax
exemption followed by a three-year
50% income tax rate reduction
starting from the first profit-making
year to manufacturing-oriented
foreign investment enterprises with
a minimum 10-year business
operation.

In addition, the regular corporate
income tax rate is reduced from
33% to 24%, 15% or even 10% in
various economic, technology or
special development zones. There
are incentives offered based on
industries and transactions,
incentives on business tax, value
added tax, customs duty and other
transactions tax. Local governments
usually offer fiscal subsidies and tax
refunds. The key is to identify what
is on the table and verify incentives
with independent advisors.  

For further information, contact
Melanie Chen in UHY’s China
Group, based at UHY in New York
(mchen@uhy-us.com). James
Chen, an associate in the New
York office, helped research this
article. 
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Also at: Linz, Salzburg City,
Villach

BELGIUM
Contact: Jean Dodémont
SFC Group, Brussels
+32 2 735 43 25
Also at: Antwerp,
Charleroi, Kortrijk, Liege

BRAZIL
Contact: Fábio dos Santos
Fonesca
Martinelli Auditores, Rio de
Janeiro
+55 21 3089 4610
Also at: Criciúma, Curitiba,
Florianópolis, Joinville,
Londrina, Porto Alegre, Sao
Paulo

CANADA
Contact: Frank Leboff
Victor & Gold SENCRL,
Montreal
+1 514 282 1836
Contact: Jagdish Patel 
Goldfarb, Shulman, Patel &
Co LLP, Toronto
+ 1 905 326 6800
Contact: Darren Millard 
UHY LDMB Advisors, Inc,
Vancouver
+1 604 534 3004

CHANNEL ISLANDS
Contact: Lynn Giovinazzi
Louvre Fiduciary Group Ltd,
Guernsey
+44 1481 727249

CHILE
Contact: Juan Marín
Hernández

Macro Consultores,
Santiago
+56 2235 0793
Affilates at: Vina del Mare,
Punta Arenas

CHINA & HONG KONG
Contact: Qi Yu
ZTHZ CPA Co Ltd, Beijing
+86 10 6526 3616
Also at: Chongqing, Dalian,
Fuzhou, Hong Kong,
Hohhot, Shanghai,
Shenzhen, Tianjin, Wuhan,
Zhengzhou

CYPRUS
Contact: Antonis Kassapis
UHY Antonis Kassapis
Limited, Nicosia
+357 22 379210

CZECH REPUBLIC
Contact: Georg Stöger
Auditor s.r.o., Prague
+420 224 800 421

DENMARK
Contact: Vibeke Düring
Jensen
INFO:REVISION A/S,
Copenhagen
+45 39 53 50 00

FRANCE
Contact: Muriel Nouchy
GVA, Paris
+33 1 45 00 76 00
Affiliates at: Bordeaux,
Dijon, Lille, Lyon,
Montpelier, Nantes, Nice

GERMANY
Contact: Reinhold Lauer
UHY Deutschland AG,
Berlin
+49 30 22 65 930
Also at: Bergisch Gladbach,
Bremen, Cologne, Dresden,
Mannheim, Munich, Prina,
Prenzlau, Rostock,
Stuttgart

GREECE
Contact: Stavros
Nikiforakis
UHY Axon Certified
Auditors Ltd, Athens
+30 210 82 11 754

HUNGARY
Contact: Péter Bergmann
Bergmann Accounting &
Auditing, Budapest
+36 1 238 9050

INDIA
Contact: Adil Kotwal
Chandabhoy &
Jassoobhoy, Mumbai
+91 22 2498 1516

INDONESIA
Contact: Dr Kanaka
Puradiredja
KAP Kanaka Puradiredja &
Rekan, Jakarta
+62 21 7581 6549

IRELAND
Contact: Barry Forrest
UHY O’Connor Leddy &
Holmes, Dublin
+353 1 496 1444

ISLE OF MAN
Contact: Andrew
Pennington
Crossleys, Ballasalla
+44 1624 822816

ISRAEL
Contact: Reuven Shiff
Shiff-Hazenfratz & Co, Tel
Aviv
+972 3 5618188

ITALY
Contact: Dr Paolo Lenzi
FiderConsult S.r.I., Rome
+39 06 5917469
Also at: Florence, Milan

KOREA (Republic of)
Contact: Jong-Sang Kim
Seil Accounting Co, Seoul
+82 2 523 5500
Also at: Busan;
Chungmuro, Seoul;
Songpa, Seoul; Yeouido,
Seoul.

KUWAIT
Contact: Riyadh Jaber
Al-Fouz International
Audit Bureau, Kuwait City
+965 2433142

LUXEMBOURG
Contact: Jürgen Fischer
UHY Fibetrust S.ar.l.,
Luxembourg
+352 45 45 491

MALAYSIA
Contact: Ong Eng Choon
UHY Diong, Penang
+604 227 6888
Also at: Johor Bahru, Kuala
Lumpur

MALTA
Contact: David Pace
UHY Pace, Galea Musu,
Ta’Xbiex
+356 2131 1814

MEXICO
Contact: Oscar Gutiérrez
UHY Glassman Esquivel y
Cía, Mexico City
+52 55 5566 1888

NETHERLANDS
Contact: Dick Boers
Govers Accountants /
Consultants, Eindhoven
+31 40 2504504

NEW ZEALAND
Contact: Grant Brownlee
Butts Bainbridge & Weir
Ltd, Auckland
+64 9 839 0297

NORWAY
Contact: Per Ree
FMØ Revisjon DA, Oslo
+47 23 20 49 00

PERU
Contact: Victor Rafael
Sandoval Zapata
UHY Montalvo, Ramirez y
Asociados S.C., Lima
+51 1 422 3884

PHILIPPINES
Contact: Restituto T Lopez
Lopez & Co CPAs, Manila
+63 2 564 6472

POLAND
Contact: Wieslaw 
Le_sniewski
Biuro Audytorskie Sadren
Sp. z.o.o., Warsaw
+48 22 621 72 16

PORTUGAL
Contact: Armando Paredes
UHY, A Paredes e
Associados, SROC,
Limitada, Lisbon
+351 217 613 330
Also at: Algave, Acores,
Funchal, Porto

RUSSIA
Contact: Alexander Tildikov
Atomic Audit, Obninsk
+7 08439 40440

SINGAPORE
Contact: Lee Seng Chan
Lee Seng Chan & Co,
Singapore
+65 6395 5100

SLOVAKIA
Contact: Dása Straková
Auditor SK s.r.o., Bratislava
+421 2 5441 4660

SLOVENIA
Contact: Matjaz Trebse
UHY Constantia d.o.o.,
Ljubljana
+386 1300 0040

SOUTH AFRICA
Contact: Carlos Pedregal
RA Hellmann & Company,
Johannesburg
+27 11 447 8447

SPAIN
Contact: Bernard Fay
Fay & Co, Marbella
+34 952 764065
Also at: Madrid, Malaga,
Santa Cruz de Tenerife,
Santiago de Compostela,
Zaragoza

SWEDEN
Contact: Rolf Nilsson
Revisorerna Syd, Malmö
+46 40 39 67 90

SWITZERLAND
Contact: Markus Winkler
Balmer-Etienne AG,
Lucerne
+41 41 228 11 11
Also at: Stans, Zurich

TAIWAN
Contact: Lawrence Lin
L&C Company, CPAs, Taipei
+886 2 2391 5555
Also at: Kaohsiung

TURKEY
Contact: Senol Çudin
UHY Uzman YMM ve
Denetim AS, Istanbul
+90 212 358 03 80

UAE
Contact: Rajiv Saxena
UHY Saxena & Associates,
Dubai
+971 4 3517007
Also at: Jebel Ali

UNITED KINGDOM
Contact: Ladislav Hornan
UHY Hacker Young,
London
+44 20 7216 4600
Also at: Birmingham,
Brighton, Cambridge,
Chester, Glasgow,
Manchester, Nottingham,
Paisley, Perth, Stirling,
Sunderland, Wrexham,
York

UNITED STATES
Contact: John Wolfgang 
UHY Advisors, New York
+1 212 381 4700
Also at: Albany (New York),
Boston (Massachusetts),
Chicago (Illinois),
Columbus (Ohio), Dallas
(Texas), Glen Falls (New
York), Hartford
(Connecticut), Houston
(Texas), Los Angeles
(California), New Haven
(Connecticut),
Poughkeepsie (New York),
Sterling Heights
(Michigan), Southfield
(Michigan), St Louis
(Missouri), The Woodlands
(Texas), Washington DC

Further details of all UHY offices including contact partners for each office and email
address are available on www.uhy.com
Executive office: UHY, St Alphage House, 2 Fore Street, 
London EC2Y 5DH, United Kingdom
phone: +44 20 7216 4612 • fax: +44 20 7628 3069 
email: info@uhy.com • website: www.uhy.com
This newsletter is intended for guidance only. No responsibility can be accepted for loss occasioned to
any person acting or refraining from actions as a result of any material in this publication.
UHY International Business is produced by CoverPoint  Communications (+44 (0)1480 467371).

member firms
For more information on UHY, in the first instance, please contact your local member firm.
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