FOCUS ON

Agricultural Research & Development
tax relief
The UK Government is committed to encouraging
research, development and innovation within the UK
economy. To create an attractive tax environment for
companies who invest in R&D it continues to support a
tax credit regime.

What are the benefits?

R&D has a much wider definition than many people
think and therefore warrants a closer look.

A profit making business with a corporation tax liability
can claim 230% of its qualifying expenditure against
taxable profits; that is, it can reduce the amount of the
profits on which it has to pay tax by an additional 130%
of the qualifying R&D spend i.e. an additional 25p tax
relief for every £1 spent on qualifying R&D.

R&D tax relief can improve your company’s cash flow
by reducing its tax liability and, in some cases, by
obtaining an additional tax repayment (R&D tax credit).

A loss making business can take advantage of the
credits by surrendering the loss related to its R&D
costs in return for a 14.5% cash refund.

R&D tax relief is only available for companies – and
there are two different R&D tax relief schemes
available depending on the size of your company. The
scheme outlined below is only available for small and
medium sized companies (SMEs) i.e. those with no
more than 500 employees and either annual turnover
of €100m or less, or a balance sheet figure of €86m or
less.

The above R&D tax credits can be claimed on the cost
of employing staff who are directly or actively
engaged in carrying out the R&D, the cost of the
materials that are used in the R&D and on payments
made to subcontractors that are assisting with the
R&D.

Example:
A company spends £20,000 during year end 31
March 2016, on qualifying R&D. In addition to
the standard tax relief for the expenditure, it
can claim relief of an additional £26,000
(£20,000 x 130%). If the company pays
corporation tax at the small profits rate of
20%, the total tax relief on the R&D spend is
£9,200 (£20,000 + £26,000, at 20%).
This means that the net of tax cost to the
company of incurring the expenditure is
£10,800 (£20,000 less £9,200).
If the company were loss making it would
instead be able to claim a cash refund of
£6,670 (£46,000 x 14.5%).

What is qualifying R&D?
What actually constitutes R&D is wide-ranging, but
actually includes the development or improvement of
a product or process - there must be a technological
advancement and an attempt to resolve a
technological uncertainty.
What is a technological advancement? It is not enough
that your new product is commercially innovative; it
must be an extension to the existing body of
technological achievement or make an appreciable
improvement to an existing process, device, product or
service.
What is technological uncertainty? It is the practice of
taking a technologically feasible idea and turning it
into a cost effective and reproducible process, device,
product or service. Note that a project does not have
to actually achieve its aims to qualify for R&D tax relief.
In agriculture related businesses, R&D could be in new
husbandry or feed development. In businesses
diversifying into value added activities, it could relate
to the processing of primary produce, or in the
development of a new or improved of an existing, food
or drink product.

Can I get help to establish my R&D tax relief
claim?
As the tax relief is only available to companies, this
would also be an opportune time to consider the
structure of the business and in what entity any
diversification should take place, not just from a tax
perspective.
As the tax relief available for R&D is so generous they
should be a vital consideration for all companies no
matter what sector the business is in. Claims must be
properly made to ensure they meet HMRC
requirements. HMRC will review all claims carefully - so
it is important to work with experienced tax advisors to
ensure any claim meets the necessary criteria.
MHA Broomfield Alexander has significant experience
in preparing and submitting R&D claims in a wide
variety of industries and has developed excellent
relationships with the relevant inspectors at HMRC to
enable claims to be agreed in the most efficient
manner.

Contact us
For further information, please contact our
R&D tax relief specialists:
Denise Roberts, Tax Director
denise.roberts@broomfield.co.uk
Sarah Curzon, Head of Agriculture
sarah.curzon@broomfield.co.uk
www.broomfield.co.uk

Cardiff

Newport

Ty Derw, Lime Tree Court
Cardiff Gate Business Park
Cardiff
CF23 8AB

02920 549939
@BroomfieldWales

Waters Lane Chambers
1-3 Waters Lane
Newport
NP20 1LA

01633 265828
@BANewportMon

Swansea
Charter Court
Phoenix Way
Enterprise Park
Swansea, SA7 9FS

01792 790444
@BA_Swansea

Monmouth
6 Agincourt Street
Monmouth
NP25 3DZ

01600 712171
@BANewportMon

MHA Broomfield Alexander is a trading name of Broomfield & Alexander Limited, a limited company registered in England under company number 02693400. Our registered office is: Ty Derw, Lime Tree Court, Cardiff Gate Business Park, Cardiff CF23 8AB
where a list of the directors' names is available for inspection. Registered to carry on audit work in the UK and Ireland by the Institute of Chartered Accountants in England and Wales. Details about our audit registrations can be viewed at
www.auditregister.org.uk for the UK and www.cro.ie/auditors for Ireland under reference numbers C002531501 and C001092777. An independent member of MHA, a national association of UK accountancy firms. The term ‘partner’ or ‘partners’ indicates
that the person (or persons) in question is (or are) a member(s) of Broomfield & Alexander Limited or an employee or consultant of its affiliated businesses with equivalent standing and qualifications. Partners and directors acting as administrators or
administrative receivers contract as agents and without personal liability.
MHA Broomfield Alexander is an independent member of Baker Tilly International. Baker Tilly International Limited is an English company. Baker Tilly International provides no professional services to clients. Each member firm is a separate and
independent legal entity and each describes itself as such. MHA Broomfield Alexander is not Baker Tilly International’s agent and does not have the authority to bind Baker Tilly International or act on Baker Tilly International’s behalf. None of Baker
Tilly International, MHA Broomfield Alexander, nor any of the other member firms of Baker Tilly International has any liability for each other’s acts or omissions. Further information and links to the member firms can be found via our website
www.mha-uk.co.uk. Arrandco Investments Limited is the registered owner of the UK trade mark for Baker Tilly and its associated logo.

