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Interesting Facts

• Since the R&D tax credit regimes were launched in 2000, over 120,000 claims have been made by 
41,600 different companies and more than £11.4bn in tax relief claimed. 

• The number of claims increased by 15% in 2014 and the total amount of R&D support claimed rose 
to £1.75bn (up £380m on 2013)

• Manufacturing sector account for 31% of claims made and 37% of the total value of claims made -
the largest sector for both number and value of claims

• Value per claim is significantly lower in Yorkshire than the South East suggesting that as a region 
we are under claiming

Claiming potential
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What is the benefit?

• Under 500 employees and under €100m Turnover or €86m gross assets

• £26k* additional cash benefit per £100k qualifying spend if tax paying

• £33k* cash benefit per £100k qualifying spend if loss making

• Taxable credit payable by HMRC at a rate of 11% on qualifying expenditure

• Accounted for as a government grant – increased visibility

• £9k* cash benefit per £100k qualifying spend (tax paying or loss making)

*Assuming 20% tax rate

SME regime (small and medium enterprises) 

Large company regime
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What is qualifying expenditure?
Staffing costs
The following costs qualify for staff directly or indirectly
involved in qualifying R&D activity
• Salaries, wages, etc
• Employers Class 1 NIC
• Payments to pension funds

But not
• Benefits
• Class 1A, 1B NIC on benefits 

Universities / Independent R&D
In some instances payments to qualifying bodies 
such as Universities contributions will qualify

Externally provided workers
In some instances payments to agencies/group 
employment companies for staff  will qualify

But not
• Rent, rates, interest or lease payments
• Capital items (covered by RDA’s) 

Consumable or transformable materials

Expenditure on materials consumed or transformed as part 
of an activity required for the resolution of technical 
uncertainty (note: changes to consumables rules from 1 
April 2015).  This also includes:
• Heat, light, power, water
• Software licenses

Subcontracted R&D

Any subcontracted R&D payments can be claimed under the 
SME regime, usually for 65% of the costs

Grant/subsidies (including customer funded)

These do impact on SME R&D claims and can reduce the 
enhanced R&D relief uplift

Large and SME regimes SME regime only

This can be any activity that influences the R&D
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What is qualifying R&D for tax purposes?
It is not always clear whether an activity is qualifying R&D
For tax purposes R&D takes place ‘when a project seeks to achieve an advance in science or technology with activities that directly 
contribute to the resolution of scientific or technological uncertainty’
R&D is characterised by:

AN  ADVANCE

UNCERTAINTY

An advance must either: 
• Extend overall knowledge or capability in a field of science or technology,
• Create a process, material, device, product or service that incorporates or represents an increase in overall knowledge 

or capability
• Make an appreciable improvement to an existing process, material, device, product or service in a new or appreciably 

improved way
• Uses science or technology to duplicate the effect of an existing process, material, device, product or service in a new or 

appreciably improved way
• Appreciable improvement should be more than minor or routine upgrading and should represent something that a 

competent professional user working in the field would consider to be genuine and non-trivial

Scientific or Technical Uncertainties exist where either:

• Uncertainty exists as to whether the advance is feasible

• Uncertainty as how to achieve the advance in practice (even if known as a feasible advance)

• System uncertainty, that it is, will the individual components work together as required in the working environment

• At a competent professional level
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Drivers of Qualifying Development
• Development of new products or processes

• Enhancements to existing products or processes

• New (challenging) applications of existing products or processes

• New regulations (resulting technical challenge)

• Cost of raw materials/labour – affordable solutions

• Availability of raw materials

• Sustainability driving alternatives and new applications

• New or improved processes to increase efficiency

• New internal systems requirements (IT)

• New testing and analysis methods
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Continuing to reward innovation…

Patent Box regime
• Headline - 10% effective corporation tax rate from 1 April 2013 

• Profits from worldwide sales with underlying patents (inc. exclusive licences)

• Profits arising up to 6 years before grant of patent can qualify

• Different rules for product patents and process patents

• Generous - entire product profit included if just one active product patent ‘switches on’ the patent 
box – calculation designed to reward all profits derived from IP

• Development or active management criteria to meet

• Important to consider corporate structure and form of agreements now in order to get the right
patent box deduction 

• New (revised) Patent Box regime comes into force from 1 July 2016 limiting benefit to UK companies 
with overseas development – some companies need to act now
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This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this publication without obtaining specific 
professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its 
members, employees and agents accept no liability, and disclaim all responsibility, for the consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision 
based on it. 

© 2015 PricewaterhouseCoopers LLP. All rights reserved. 'PricewaterhouseCoopers' refers to PricewaterhouseCoopers LLP (a limited liability partnership in the United Kingdom) or, as the context requires, other member firms of 
PricewaterhouseCoopers International Limited, each of which is a separate and independent legal entity.


