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S&W R&D team - About us

Experience

Our R&D team is comprised of
experienced R&D professionals
and industry experts including
software / I'T experts, engineers
and scientists from a range of
technical disciplines.
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Process

Our enthusiasm and proactive
approach differentiate our service
delivery. We gain an in-depth
knowledge and understanding of
our clients’ businesses and issues
they face so that we can add best
value and provide relevant
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Approach

We offer a Partner-led proposition
whereby we are able to maximise
your claim value whilst minimising
risk and minimising the time
Investment required by your
technical teams on the R&D
process.



Introduction to R&D
Tax Credits




Overview of the R&D tax regimes

-or accounting periods commencing on or after 1 April 2024, there is now a single regime for both Large and SME
pusinesses (with the exception of loss-making R&D intensive SMESs). This provides an ‘above the line’ net RDEC
nenefit of 15% for profit-making companies and 10.2% for loss-making companies.

What is R&D for tax purposes

“R&D takes place when a project seeks to advance a field of science or
technology through the resolution of scientific or technological uncertainty.”

Indicators of R&D:

New/improved products, tools or devices
New/improved processes or services founded in technology
Resolving non-routine technical/scientific challenges

SEW



Overview of the rates and benefits of the R&D tax regimes

Indicative effective net benefit rates:

SME Scheme RDEC Scheme Merged Scheme

For accounting periods
Up to 31/3/2023 From 01/4/2023 Up to 31/3/2023 From 1/4/2023 starting on or after
1/4/2024

Profit-making 24.7% 21.5% 10.5% 15%

Loss-making 33.4% 18.6% 10.5% 16.2%

Loss-making R&D
Intensive SMEs

N/A 27.0% N/A N/A

Actual benefit rates depend on tax position and applicable rate of corporation tax.
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The R&D tax regime is prescriptive when it comes to the type of expenditure that can be claimed. The four main which can
be claimed are listed below.

Gross Salaries (wages, overtime pay and l \l/ l Third party staff costs are eligible under
cash bonuses) the R&D tax regime with limitations
Employer’s NI and pension contributions Quallfyl ng Eg;tusn;:roen:eesci[’;ieccietg;gl gaSE;ieos;c iuise
(0]

Expenditu re qualifying amount

-----------------------

Your revenue expenditure on software
licences used to facilitate R&D activities
can be included

Materials that are consumed or
transformed in your R&D process and do
not form part of the final product sold in
the normal course of trade, e.qg.

From 2023, cloud hosting and data

prototypes, utilities
licence costs are also eligible
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Recent Changes




Summary of changes taking effect and timeline

Changes to both SME & RDEC regimes:

Extension to the categories of qualifying expenditure
to include cloud and data costs

Extension to the R&D definition which now recognises
mathematics as an eligible field of science

Introduction of enhanced support for R&D intensive

SMEs
(QE vs Total Cost = 40% 2023, =30% 2024)

Advanced notification required for claims

Reductions in the rates of R&D relief for SMEs

Enhanced relief reduced from 130% to 86%
SME tax credit rate reduced from 14.5% to 10%

Additional information form mandatory for R&D
claims submitted on or after 1 August 2023

Increase in the rate of R&D Expenditure Credit (RDEC)

from 13% to 20% Merging of the SME and RDEC schemes

For accounting periods beginning on or - For expenditure incurred on or For all claims submitted on or - For accounting periods beginning on or
after 1 April 2023 after 1 April 2023 after August 2023 after 1 April 2024
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Data and cloud computing
COSTtS

For businesses with an accounting period commencing on or after 1
April 2023 - existing eligible cost categories were extended to
include:

1. The costs of purchasing datasets;

2. Costsincurred on cloud hosting (e.g., provision of, access to, or maintenance of
remote data storage, operating systems, software platforms and hardware
facilities); and

3. Time spent on pure mathematics, such as making mathematical/statistical
advances.

These costs will need to be directly related to R&D activities to qualify, and
restrictions apply to data costs where the company intends to supply/resell
this data to a third party for non-R&D purposes.
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Refocusing the reliefs towards
Innovation in the UK

For accounting periods commencing on or after 1 April 2024, expenditure incurred on
third party resources (including both Externally Provided Workers (“EPWs”) and
Subcontractor costs) must be UK expenditure, defined as either:

* Where the subcontractor undertakes the work in the UK: or
« Where EPWs are subject to UK PAYE and NICs.

Exemptions have been introduced where:

 Factors such as geography, environment, population, or other conditions that are not
present in the UK are required for research; and

 there are regulatory or other legal requirements for certain activities to take place in
specific territories.

These exemptions will not apply to cost or workforce/skills shortages in the UK.

SEW
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Merged regime changes to
contracted out R&D rules

Previously, SME claimants were able to claim for both EPWs or R&D activities contracted
out to a third-party company. Large businesses were able to claim for EPWs but not for
most contracted-out services.

For accounting periods commencing on or after 1 April 2024, and as part of the new
merged regime, the party who incurs the cost for the R&D activities is the one who is
typically able to make the claim.

However, there is an exception to this, whereby if a company contracts out work to a
third-party and did not intend or contemplate for R&D to take place then in this scenario
the contractor can make a claim for the work as long as the work undertaken for the
client meets the R&D tax definition. The exception also applies to subcontractors who
undertake R&D activities for clients who are not liable to UK CT e.g. based outside of the
UK. This is particularly relevant to software consultancies.

The key point here is that the work undertaken must not constitute contracted out R&D by

the customer but instead the contractor’s work has resulted in R&D taking place as part
of fulfilling a general contract for services or commercial outcome.
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Tackling abuse and improving compliance

HMRC has introduced a number of new measures to combat abuse and fraud within the R&D
tax regimes, including:

1. Claims need to be made digitally through the Additional Information Form (“AlF”). This is for
all claims submitted on or after 8 August 2023.

2. Claims will need to provide a breakdown of qualifying expenditure across all relevant cost
categories

3. A detailed narrative of the R&D activities will need to be provided supporting each claim;
covering a given level of project costs.

4. Claim will need to be endorsed by a named senior officer of the company.

5. Claims will need to include the details of any agent who has advised on compiling the claim.

6. |If acompany intends on making a claim, it must inform HMRC within 6 months of the end of
the period to which the claim relates.
» There is no need to pre-notify if a company has either made a claim or completed a
notification in one of the preceding three accounting periods (meaning this will apply
largely to new claimants).
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Examples of eligible
|| activities




Developing

. Design/redesign
. Development of agentic )
Designing new Al Development of architectural
advanced workflows over

platforms to ML-based NLP or : components to
.. anomaly various data
serve models computer vision meet new

) . detection sources reaching
with low latency algorithms ) regulatory
algorithms accuracy and :
requirements

performance

Integration of ML
within existing
estate

Improving Developing Improving the
Data migration accuracy, recommender Development of deployment tools
and explainability, systems and Data Warehouses for deploying and
transformation scalability and deep learning and Data Lakes monitoring ML
performance based HFT models at scale

Designing Al
solutions for on
device detection

and classification
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S&W’'s R&D Claim
Process




Our R&D Claim Process

Based on our extensive experience of working with technology firms on their R&D tax claims, we have identified what we
consider to be best practice for making claims in this sector. Our claim process is flexible, hands-on, and aimed at
maximising your benefit while mitigating risk. We are happy to discuss any customisations to the suggested claim approach
as you see fit.

1 C 3 — O

Management of R&D
claim until approval

Project selection R&D claim preparation

Knowledge transfer Finalisation of R&D claim

workshop

* Detailed technical * Completed by your Tax

* Provide an overview of * Technical workshops and * Consolidation of the * Where in scope and if

legislative and operational
aspects of the regimes.
|dentify areas of core and
supporting R&D activities
within the business.
|dentify key individuals
forthe R&D process.

relevant discussions.
Analyse third party
relationships to determine
EPW or Subcontractor
relationships.

Collation of high-level
technical and financial
Information.

Technical qualification of
the potentially eligible
R&D projects and high-
level qualification of the
associated expenditure,
including risk profile
evaluation.

interviews in relation to
the activities and/or
projects identified.
Detailed financial analysis
of activities/projects and
preparation of supporting
costing schedules.
Consolidating technical
and financial findings and
submit schedules for
approval to the various
project leads.

technical and financial
information collated during
Phase 3.

Finalisation of the R&D
claim report(s) and
Additional Information
Form(s) (“AlF”) for final
approval.

Advisor, if it's S&W we will
work closely with our tax
team to ensure a joined up
and efficient process

Submission of the AIF and
R&D claim to HMRC.

required, we will respond to
any questions raised during

the HMRC review process.

* Facilitate site visits and
interaction with HMRC, if
required.

* Successfully manage the
R&D tax claim to
approval.



Contact details

Partner

Shuab.Kunwar@swgroup.com




Navigating complexity.
Creating opportunity.

WWW.Swgroup.com

S&W Partners LLP
45 Gresham Street, London EC2V 7BG
© S&W Partners LLP 2025
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We have taken great care to ensure the accuracy of this publication.
However, the publication is written in general terms and you are
strongly recommended to seek specific advice before taking any
action based on the information it contains. No responsibility can be
taken for any loss arising from action taken or refrained from on the
basis of this publication.

S&W Partners LLP
Regulated by the Institute of Chartered Accountants in England and
Wales for a range of investment business activities.

Registered in England at 45 Gresham Street, London EC2V 7BG. No.
OC 369631.



	Slide Number 1
	S&W R&D team – About us
	Slide Number 3
	Overview of the R&D tax regimes
	Overview of the rates and benefits of the R&D tax regimes
	Qualifying cost categories
	Slide Number 7
	Summary of changes taking effect and timeline
	Data and cloud computing costs 
	Refocusing the reliefs towards innovation in the UK
	Merged regime changes to �contracted out R&D rules
	Tackling abuse and improving compliance
	Slide Number 13
	Examples of Eligible IT R&D Activities in AI and ML
	Slide Number 15
	Our R&D Claim Process
	Contact details
	Slide Number 18



