R&D Tax Credits

What are R&D Tax Credits?

Research and Development (R&D) tax relief (or credit) is a
company tax relief that can either reduce a company’s tax
bill or, for some small or medium sized (SME) companies,
provide a cash sum. It is based on the company’s
expenditure on R&D.

For there to be R&D for the purpose of the tax relief, a
company must be carrying on a project that seeks an
advance in science or technology. It is necessary to be able
to state what the intended advance is, and to show how,
through the resolution of scientific or technological
uncertainty, the project seeks to achieve this.

From 1 April 2012, the tax relief on allowable R&D costs
became 225 per cent - that is, for each £100 of qualifying
costs, your company or organisation could have the income
on which Corporation Tax is paid reduced by an additional
£125 on top of the £100 spent. It also includes a payable
credit in some circumstances.

You can only claim under the scheme for SMEs if your
company or organisation meets the definition of a SME for
R&D Relief purposes.

There are different schemes for larger businesses.
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