
Wilson Wright has a team of tax experts 
able to advise on and assist clients to take 
advantage of Research & Development 
(R&D) tax relief. 

R&D tax credits are a government incentive 
designed to encourage innovation in 
the UK. Worth up to 33p for every £1 of 
qualifying expenditure, they can be an 
extremely valuable source of finance 
for companies in the early stages of 
development activities. Where a company 
is claiming for the first time, there is also 
the opportunity to claim for the previous 
two accounting periods. The relief is not 
sector specific and our experts have seen 
successful claims across many industries. 

Relief is available to companies that incur 
costs developing new products or services 
or seek to appreciably improve a product 
or process already in existence. Whilst 
the term ‘research and development’ 
may conjure up images of scientists in 
laboratories; for the purposes of this relief 
this is not the case. 

In order to qualify for R&D 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.

There are two main schemes dependent 
on whether the R&D is carried out by a 
company which qualifies as an ‘SME’. 

In order to qualify under the SME scheme, 
the company must have:

• a staff headcount of less than 500; and
• a turnover of less than €100m; or
• gross assets of less than €86m.

For SMEs, the scheme allows eligible 
companies to claim an overall reduction 
of 230% on qualifying R&D expenditure. 
Companies not making profits can 
exchange tax losses attributable to 
qualifying R&D activities for a payable 
cash credit at a rate of 14.5% reducing the 
cost of R&D by up to 33%. For accounting 
periods starting on or after 1 April 2021, 
this cash credit is restricted to 300% of the 
business’ combined PAYE and NIC liability, 
plus £20,000.

A company’s claim will be uncapped if it 
can demonstrate:
 
• Its employees are creating, preparing  

to create or actively managing 
intellectual property.

• Fees for connected subcontractors/
externally provided workers account  
for no more than 15% of a company’s 
R&D expenditure.

For companies that do not qualify under 
the SME scheme, relief is available by 
way of an R&D expenditure credit (RDEC). 
The RDEC is treated as a taxable receipt 
in calculating the profits of the trade for 
the accounting period. From 1 April 2020, 
the taxable credit is equal to 13% of the 
company’s qualifying R&D expenditure and 
can reduce the cost of R&D by around 11%.
 
It’s worth noting that, in some circumstances, 
RDEC can also be claimed by SMEs. This may 
be beneficial, where for example, work has 
been subcontracted by another company or 
because the project it is working on is already 
receiving notifiable state aid (grants).

How Wilson Wright can help
Our team of experts can help you to 
identify whether there is scope for making 
a claim, identify qualifying expenditure, 
prepare and submit claims to HMRC and 
provide general advice on the scheme.
 
With years of experience in preparing R&D 
submissions and the necessary calculations 
required by HMRC, our team is ideally 
placed to provide all the necessary support.

To find out more about what 
they can do for you, visit: 
wilsonwright.com or call  
020 7832 0444
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MEET THE TEAM
If you require further information or guidance on any of the matters in this guide, do not hesitate to contact the Wilson Wright team.

For full details of our services please visit wilsonwright.com or call 020 7832 0444.
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