
Research & 
Development Tax 
Incentive (R&D)
The R&D Tax Incentive is a targeted and 
generous entitlement program that assists 
businesses offset some of the costs of doing 
R&D. The Program aims to help more 
businesses do R&D and innovate. It is a broad-
based entitlement program which means that 
it is open to firms of all sizes in all sectors who 
are conducting eligible R&D.



What is the benefit?
The following criteria are required 
in order to be eligible for the 
incentive:

Non-tax exempt corporation that 
is incorporated in Australia

Undertaking R&D activities in 
Australia

Refundable (cash) tax 
offset to eligible entities 
with an aggregated 
turnover of less than 
$20 million per annum.

What are the eligible activities?
The following criteria are required for an activity to be eligible:

What sectors are eligible?

43.5%

Who can claim?

Non-refundable tax 
offset to all other 
eligible entities.

40%

Core Activities are activities that are conducted for the purpose of 
generating new knowledge (including new knowledge in the form of 
new or improved materials, products, devices, processes or services).

Supporting Activities are activities directly related to core activities such 
as literature reviews, background research & feasibility analysis, R&D 
process management

Who are the regulators?
AusIndustry and the Australian Tax Office (ATO) undertake risk assessment 
and compliance reviews.

AusIndustry’s compliance work focusses on the eligibility of research and 
development (R&D) activities while the ATO’s compliance work focuses on 
the R&D tax offsets allowable in respect to those activities.



What’s next?

When can you anticipate your benefit?
Refundable (cash) offset: Generally a waiting period of 6 weeks can be 
anticipated from the time the company income tax return is submitted, but 
this differs from entity to entity.

Non-refundable offset: On submission of your company income tax return.

For every income year you want to claim the offset;
Within 10 months of the end of your company’s income year;
Before you lodge your company income tax return in which you are 
claiming the offset

When can you submit?
If your company is a R&D entity and you want to claim the R&D Tax Incentive 
in your company’s income tax return, you must first register your R&D activities 
within AusIndustry (on behalf of innovation Australia).

You must register your R&D activities:

Indicators to look out for
The following items might be indicators that a company is undertaking 
eligible R&D activities:

Engineering Staff
Industrial Design
R&D Expenses
Lab Costs

Patent Costs
Software Developers
New Machinery
Recently Raised Capital
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Manufacturing, Beverages & Food
Drinkaslot Pty Ltd is trying to produce carbonate beverages with an 
extended shelf life. The company spent $100,000 on a combination of 
salaries and raw materials to develop the product and associated 
processes. There are carried forward losses from prior years and therefore it 
receives the full 43.5% cash rebate.

Skincare, Pharmaceuticals, Medical
Softskin Pty Ltd produces natural creams and lotions. They embark on a 
project to develop an organic body lotion that required the services of an 
external chemist to formulate a stable product. The project was unsuccessful 
however the company can recoup some of the costs through the R&D Tax 
Incentive. The company has made a healthy profit and therefore benefits 
through an additional tax saving of 15% of the R&D expenses.

Software, IT
Software Platform Developer Pty Ltd is developing an educational web and 
mobile platform to facilitate online learning. While there are other players in 
the market, their product has a number of areas of innovation. In a prior 
year they did the claim themselves and were successful however on review 
it was determined that they overlooked many eligible expenses and hence 
missed out on some valuable cash they would have been entitled to.
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