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UK R&D Tax for SMEs for expendi
incurred from 1 April 2023

What do the changes mean for
companies claiming R&D tax relief
under the SME regime ?

How does this fit in with the
corporation tax rise to 25%?

SME additional deduction reduces

repayable rate retained at
14.5%, these being companies

The net benefit of the deduction

0, 0,
from 130% t0 86% reduces from 24.7% to
SME repayable credit rate reduces
0,
e from 14.5% t0 10% 21.5%
e The cash back rate reduces from
For R&D-Intensive SMEs 33.35% 10 18.6%

For R&D-intensive SMEs, the
cash back rate reduces to

with qualifying R&D expenditure
of at least 40% of total
expenditure

27%

How does the RDEC rate increase
fit in with the corporation tax rise

-

VVVVV What do the changes in legislation
. mean for large companies? to 25%7?

« RDEC rate increases from * The net benefit increases from

13% « 20% 10.53% ©15%

What do the other changes expected to come into effect for accounting
period beginning on or after 1 April 2023 mean for companies?

The qualifying expenditure will be extended to include certain digital data
licences and cloud computing services.

=1 The definition of eligible R&D activities has been updated to include pure
=l mathematics.

For accounting periods beginning on or after 1 April 2024, the relief will be
i refocused towards innovation undertaken in the UK, meaning for any
o Externally Provided Workers costs the company will need to demonstrate
that PAYE/NIC is operated and for Subcontractor costs the company will
need to demonstrate the work was undertaken in the UK. There is only a
limited set of circumstances in which work undertaken overseas will qualify.



What do the other changes expected to come into effect for accounting
period beginning on or after 1 April 2023 mean for companies?

New claimants, or those that have not made a claim for three years will
have to notify their intention to make a claim within 6 months of the
end of the relevant tax accounting period.

For all claims submitted on or after 1 August 2023, a new digital form will
be mandated

New digital form will be mandated to be submitted before or at the
same time as the claim providing various details, including qualifying
\ expenditure, number of projects claimed for, and a mandated number
of project descriptions.

In addition, companies will need to provide details of R&D advisers
and sign off by the responsible individual at the company.

Actions to consider for SMEs

It is important to revisit cash flow forecasting and runway projections
due to the possible cashflow implication of the changes.

Consider finalising the company tax return sooner to accelerate
receiving the R&D benefit.

Review forecasting and projections to factor in the benefits of cloud
computing and data costs post-April 2023.

Review organisational strategy and the location (s

of R&D activities. {é‘} Nl

Start considering documentation requirements r-J
and continue to maintain contemporaneous
records.

Contact details

Jacquel'ine Platt ' Katherine Fish lulia Motoc
jacquelineplatt@deloitte.co.uk kfish@deloitte.co.uk imotoc@deloitte.co.uk

- Deloitte.

This publication has been written in general terms and we recommend.tfiat you obtain professional advice before acting or refraining from action on any of the contents of this publication.
Deloitte LLP accepts no liability for any loss occasioned to any persan acting or refraining from action as a result of any material in this publication.

, Deloitte LLP is a limited liability partnership registered inEfigland and Wales with registered number OC303675 and its registered office at 1 New Street Square, London EC4A 3HQ, United
%m Kingdom.
iy

o el
Deloitte LLP 15 the"Uniited Kingdom affiliate of Deloitte NWE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL"). DTTL and each of its
member firms are legally separate and independent entities. DTTL and Deloitte NWE LLP do not provide services to clients. Please see www.deloitte.com/about to learn more about our global
network of member firms.

© 2023 Deloitte LLP. All rights reserved.



	Slide1
	Slide2

