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Am I Eligible for the R&D Tax Incentive? 
In a world of innovation, research and development play a crucial role in driving economic 
growth and competitiveness. To encourage businesses to invest in R&D activities, the Australian 
government has introduced the Research and Development Tax Incentive (R&DTI), which 
provides tax offsets for eligible R&D projects. 

This is fantastic news for businesses looking to innovate and push the boundaries in their 
respective industries. But before you dive into your next big R&D project, it's important to 
understand if you are eligible for the R&DTI. 

In this simplified guide, we will outline the key criteria for eligibility and how to determine if your 
project qualifies for the incentive. 

What is the R&D Tax Incentive? 
The R&DTI is a tax incentive program administered by the Australian Taxation Office (ATO) and 
AusIndustry. It was first introduced in 2011 and has since been updated and extended to provide 
support for businesses of all sizes. 

The main aim of the R&DTI is to encourage companies to engage in research and development 
activities that will ultimately benefit Australia's economy. 

The program offers two forms of tax offsets: a 43.5% refundable tax offset for eligible entities 
with an annual turnover of less than $20 million, and a 38.5% non-refundable tax offset for 
larger entities. 

An Overview of R&D Tax Incentive Eligibility Criteria 

https://www.shutterstock.com/image-photo/r-d-microscope-on-table-front-2221657047


To be eligible for the R&DTI, a company must satisfy certain criteria set by the ATO. These 
include: 

●​ Being an Australian entity actively carrying on an eligible core or supporting R&D activity. 
●​ Incurring at least $20,000 in expenses related to R&D activities during the income year. 
●​ Registering their activities with AusIndustry within 10 months after the end of the income 

year they were conducted in. 

It's important to note that not all R&D projects are considered eligible for development tax credit 
under this scheme. The ATO has specific guidelines and definitions for what constitutes 
"eligible" activities. 

Registering activities with AusIndustry doesn't mean you're automatically eligible or that a tax 
offset is approved. AusIndustry and the ATO collaborate to keep the R&D tax incentive fair. 

You'll want to be sure to provide accurate and consistent details of your activities and expenses 
in your registration and R&D schedules. 
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Now, let's take these step by step. 

Step 1: Is Your Business an Eligible Entity for the R&D Tax Incentive 

Before determining if the research and development activities your company engages in are 
eligible, you must determine if your business is an "eligible entity." This means that the entity 
must be: 

●​ Operated as a company incorporated under Australian law 
●​ An Australian resident company or a foreign resident (in some cases) 
●​ Lodging its tax return in Australia; This involves the company preparing and submitting 

its annual financial and tax-related documents to the Australian Taxation Office (ATO). 

If you're an individual, tax-exempt, a corporate limited partnership, or a trust, then you don't 
qualify as an eligible entity for R&DTI tax liability purposes. 

Step 2: Determine if Your R&D Activities are Eligible 

The R&DTI offers tax incentives for both core and supporting R&D activities. 

Core research activities are the actual experimental or exploratory work that is carried out to 
generate new knowledge or improve existing products, processes, or services. 

Supporting activities are those that directly facilitate or support the core R&D activities. 
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Examples of eligible core R&D activities may include: 

●​ Developing new software or technology 
●​ Creating prototypes or models 
●​ Conducting experiments to test hypotheses 
●​ Designing and constructing new equipment or facilities 
●​ Improving existing products, processes, or services through experimentation 

Supporting R&D activities can include: 

●​ Market-qualifying research and analysis related to the R&D project 
●​ Intellectual property searches and protection 
●​ Testing and trialing new materials or resources 
●​ Designing and conducting surveys 
●​ Developing technical specifications or documentation for the R&D project 

Examples of core and supporting R&D activities that may not be eligible for the R&DTI are 
routine data collection, market research unrelated to a specific R&D project-qualified research 
activities, and commercial production of existing products. 

Step 3: Understand which Expenses Qualify for the R&D Tax Incentive 

In order to claim the R&DTI, you must also have qualified expenses related to your R&D 
activities. These qualified research expenses may include: 

●​ Employee wages and payroll taxes for time spent on qualifying R&D activities 
●​ Cost of materials and supplies used in the R&D process 
●​ Rent or lease costs for equipment or facilities used in R&D 
●​ Contract research expenses paid to third-party vendors 
●​ Overhead costs such as utilities and insurance directly related to R&D activities 

It's important to keep detailed records and documentation of all qualifying expenses related to 
your R&D projects in order to accurately claim them for the tax credit. 

Industry-Specific Examples of Qualifying R&D Activities 
One of the great things about the R&DTI is that it's not limited to just one industry or type of 
business. 

In fact, many different industries can benefit from this tax credit through their research and 
development efforts. 

Some examples include: 

●​ Pharmaceutical companies researching new medications or treatments 



●​ Tech companies developing new software or hardware products 
●​ Manufacturing companies improving production processes and equipment 
●​ Agriculture businesses experimenting with new crop strains or farming techniques 
●​ Food and beverage companies creating new recipes and formulas 
●​ Sustainable Environments developing new renewable energy technologies 

As long as the activities meet the criteria for qualifying R&D, businesses in any industry can do 
qualified research and potentially claim the tax rebate. 

Step 4: Registering for R&D and Submitting Your R&D Tax Incentive Claim 

As long as you spend at least $20,000 tax year on eligible R&D, you can claim an R&DTI tax 
rebate on your eligible research expenses. 

Keeping records and documentation of your R&D activities is crucial for claiming the tax rebate. 
This includes documenting any meetings, tests, experiments, trial runs, prototypes, and other 
relevant activities. The more organized and detailed your records are, the easier it will be to 
accurately claim the R&D tax rebate. 

Once you have all the necessary records and documentation in place, you can register with 
AusIndustry through their online portal or by completing a paper application. 

You will need to provide information about your business and its eligible R&DTI claims. 

After registering with AusIndustry, you can then submit your R&DTI claim on your company's 
annual tax return. Make sure to include all eligible expenses and gross receipts related to your 
business component research and development efforts. It’s highly recommended to work with 
an experienced R&D advisor to ensure all claimed expenses are truly R&D-eligible, reducing the 
risk of audits or penalties. An advisor can also help identify additional eligible R&D expenses 
you may have overlooked, maximizing your claim. 
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Accelerate Your R&D Tax Incentive Rebate with Rocking 
Horse 
After submitting your R&DTI claim, the Australian Taxation Office (ATO) will review and process 
your claim. If everything is in order, you will receive a refund as a tax offset or cash payment. 
This traditionally takes about 15 months. 

And as we all know, qualified small businesses don't always have a year to wait for funding. 
That's where Rocking Horse comes in. 
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Rocking Horse provides businesses with early access to their expected R&DTI rebate through a 
loan, reducing cash flow strain while waiting for the official tax rebate to be processed. By 
bridging the gap between incurring eligible R&D expenditure and receiving the R&DTI rebate, 
businesses can maintain cash flow and continue their operations smoothly without financial 
strain. 

Our tailored financing solutions cater to the unique needs of each business. With quarterly 
funding cycles, we ensure that companies receive the exact amount of funding they require 
based on their eligible R&D activities. This approach allows businesses to focus on their core 
operations and innovation rather than worrying about cash flow. 
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Apply for R&D Financing Today!  

Rocking Horse provides businesses with early access to their expected R&DTI rebate through a 
loan, giving them greater financial flexibility while waiting for the official tax rebate to be 
processed. Businesses can use these funds for any operational expenses, including R&D, 
hiring, marketing, or growth initiatives. By providing crucial financial resources, we help 
companies overcome cash flow challenges, enabling them to pursue ambitious projects and 
maintain their competitive edge in the market. 

So don't wait another year for your R&DTI rebate, determine your eligibility and unlock your 
R&D funding today! 
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