
The Research Tax Credit

Making Innovation Less Taxing

Lowering the cost of innovation
In today’s competitive environment, organizations seek advantage through new products, new manufacturing processes and new computer technology that meet or surpass customer expectations. Innovation is a necessity, not a choice.

As the cost of innovation increases, return on research investment becomes more critical to organizations. Grant Thornton is committed to helping you maximize the return on your research investment through effective use of the research tax credit.  

Credit Overview

The research tax credit is a 20 percent incentive tax credit designed to lower the cost of innovation.  Since its introduction in 1981, the rules have changed several times.  

· Qualified activities form the basis of the credit.  The four-part, three-part and two-part tests define qualified activities.

· Qualified costs include internal wages and supplies, some outside consulting fees, and certain payments to qualified organizations.

· The credit calculation is based on current expenditures exceeding a defined base of historical expenditures. 

Does this apply to you?

If you answer yes to any of the following questions, you may be able to realize significant tax savings through a review of your research and development activities:

· Do you develop new products?

· Have you enhanced your production processes in recent years?

· Do you rely on engineers or other technical personnel, either as employees or on a contract basis?

· Do you develop prototypes?

· Have you obtained new patents in recent years?

· Have you implemented a sophisticated software system?

· Have you implemented an ISO certification process?

About Grant Thornton

Few professionals in the nation have consistently worked with the research tax credit over the past 5 to 7 years.  At Grant Thornton, our research credit practice is lead by some of the best in this area.  

Because of our experience, we have helped companies claim additional credits that others have left behind.

Experience makes the difference

Many companies fall into the trap of thinking that filing a research credit claim is a non-technical, straight-forward procedure.  This is not always the case. Here are some mistakes taxpayers make.

Qualified expenses are not limited to the lab or to the product development department.  Many people within your organization may be involved in the efforts to introduce new products, improve existing products or enhance production processes.  

The credit calculation is designed to allow each taxpayer a benefit for increasing research expenditures.  In order to prepare an accurate calculation, taxpayers typically must investigate and substantiate activities going back to 1984. In addition, affiliation rules are such that the calculation may change each year based on acquisitions and divestitures made by the taxpayer. 

At Grant Thornton, we have identified significant additional credits by reviewing taxpayer calculations and accurately applying the law. 

Proper documentation is critical for supporting a claim with taxing authorities.  However, lack of historical records can be remedied in most situations.   We are skilled in documenting information required for a successful credit claim. 

Improving the odds
Grant Thornton’s research tax credit team brings years of experience that few other firms can match.  We have leveraged our years of experience to developed a turnkey study methodology designed to efficiently and effectively assist middle-tier companies like yours calculate and substantiate research tax credits.  Our methodology is as follows: 

Grant Thornton Methodology

· Educate company personnel on current status of the law, significant court cases, and IRS audits.

· Investigate qualified activities and costs in current period and base period as required to calculate accurate claim.

· Substantiate positions through interviews and analysis of available records.

· Calculate a credit that accurately maximizes the benefit to the company.

· Document our process and findings in a format acceptable to taxing authorities.

· Summarize results in an executive report. 

· Support the client during the audit process if necessary. 
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