
 

 

 

 

 
Summary of Research and 
Development (R&D) tax relief 
All companies and permanent establishments subject to UK corporation tax can claim R&D tax 
relief if they undertake activities that meet the qualifying conditions. The relief allows companies to 
either claim additional deduction on qualifying R&D costs or receive a cash payment from HMRC. 

Definition of R&D 
R&D is broadly defined as a project seeking to make an advancement in science or technology 
resulting in a new or appreciably improved product, process or device. It must do this through the 
resolution of technological uncertainty. 

Two schemes available, dependent on the size of the company 
Under the Small or Medium Sized Enterprise (SME) scheme1, the qualifying company can currently 
claim an additional deduction of 130% on the total qualifying costs. For a loss making company, it 
may be able to claim a repayment from HMRC. 

For a non-SME qualifying company, it can claim an additional deduction of 30% on the total 
qualifying costs incurred prior to 1 April 2016. From 1 April 2016, the expenditure credit scheme will 
replace the deduction method which gives rise to an effective tax savings of 8.8%. 

Qualifying costs 
To qualify, the costs must be revenue in nature and have been incurred for the purpose of the R&D 
activity. Capital costs may be eligible for R&D capital allowance. The main categories of qualifying 
expenditure include staffing costs (such as salary for time spent on R&D), payments to 
subcontractors or externally provided workers, and costs of consumables used in the R&D process 
(e.g. materials, heat, light and power). 
 
If you would like to discuss this further, please do not hesitate to contact us at DRG 
Chartered Accountants on 01628 760 000. 
 
DISCLAIMER: This newsletter is for guidance only, and professional advice should be obtained before acting on any 
information contained herein. We will not accept any responsibility for loss to any person as a result of action taken or 
refrained from in consequence of the contents of this publication 

                                                        
1 A company is considered an SME if it employs 250 employees or less and either its turnover does not exceed €50m, or its 
gross balance sheet assets does not exceed €43m. For a company within a group, the amounts are in respect of the group 
as a whole. 


