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Research and development 
occurs when a company is 
looking to make some form 
of scientific or technological 
advance through the 
resolution of scientific or 
technological uncertainties.  

When many businesses hear about research and development 
(R&D) tax claims, they think it won’t apply to them. They think 
about men and women in white lab coats measuring out 
chemicals in test tubes, or large companies with advanced 
robotic assembly lines. 

The truth is rather more straightforward and businesses in 
most sectors can claim. It doesn’t matter where you are in your 
business’s life cycle, whether you are a new start up or a large 
established business.  It also doesn’t matter if you are 
profitable or making a loss, you may be able to get an 
immediate tax benefit either way. It is a tax relief that HMRC 
want you to claim because of the proven benefit that R&D has 
on the national economy, and they have demonstrated this 
time and again by regularly improving the benefits of an R&D 
claim. R&D tax relief is a vital part of the UK Government’s 
strategy to encourage investment in innovation and help drive 
the UK economy. The policy appears to be working as HMRC 
recently announced that there was a 26% rise in the number of 
claims for R&D tax credits submitted by construction firms in 
2014/15. Published figures show that 480 claims were made by 
construction firms and those equated to £35m of relief in 12 
months. 

What is Research & Development?

R&D for the purposes of R&D Tax Credits exists where a 
company is looking to make some form of scientific or 
technological advance through the resolution of scientific or 
technological uncertainties. An R&D project could be one in 
which a company seeks to create a new process, material or 
product which represents a scientific/ technological advance. 
However, it doesn’t have to be new; you could be seeking to 
make an appreciable improvement to an existing process, 
product or service through scientific or technological alteration. 
Using new materials or construction techniques to improve the 
performance of part of a project or save time or costs in 
building it could be examples of an R&D project. 

Whilst the R&D activity shouldn’t just represent a new 
development for the company but an actual overall 
advancement, that doesn’t mean that it has to be a world first. 
If a particular scientific/ technological advance has already 
been made or attempted by a competitor but that information is 
their own proprietary knowledge, then working to achieve the 
same can be R&D. 

Research and 
Development



R&D in the construction industry may be less obvious to spot 
than in some other industries, but there are plenty of areas 
where you could potentially make a claim. Within the 
construction industry there is now more emphasis on working 
efficiently and reducing costs. Furthermore, given the increase 
in the use of Business Information Modelling (BIM) technology 
and the trend towards finding alternative environmentally 
friendly solutions, we expect to see a continued rise in the 
number of R&D claims. Often, R&D starts with a unique design 
brief that brings a series of technological challenges with it and 
requires scientific or technological advances to be able to 
achieve the objectives. There could be R&D at all stages of the 
building process, from designing architectural plans, through 
structural building work to the fitting out of the building with 
utilities and other mechanical and electrical work. Often, even
after architectural plans have been drawn up, how to 
implement them can require significant R&D work. 

R&D work can take place when working with new materials or 
processes, where there are technological uncertainties as to 
how to achieve the objectives. Another area that can often 
result in R&D taking place is environmental conditions facing a 
building project. Where a building project faces unique 
environmental conditions, whether in the built environment or 
natural surroundings, that requires challenging technological 
solutions to be developed, there will often be R&D activities. 
Where a unique building design meets unusual environmental 
conditions, there is potentially a lot of scope for an R&D claim. 
This could be to do with the type of foundations the building is 
being built on, the effects of extreme temperatures or unusual 
weather conditions, or one of many other factors. It should be 
noted that a project does not have to actually achieve its aims 
in order to qualify. 

R&D in the construction industry doesn’t necessarily need to 
involve actual building projects either; many companies have 
developed bespoke software to assist in building projects. 
These BIM systems, can include anything from developing 
accurate 3D models of the building to modelling the energy
efficiency of properties. Not all software projects will be 
qualifying R&D, but many will be. 

Some of the most common areas in the construction 
sector which involve R&D include: 

Where a company has 
incurred expenditure which 
qualifies for R&D Tax 
Relief, the company can 
claim tax relief from 
corporation tax for that 
expenditure.  

Development and innovative inclusion of sustainable 
solutions, low-carbon technologies and energy-efficient 
installations.
Prototyping.
Development of materials which are greener and cheaper.
Development of new and improved construction techniques, 
materials and designs to fit unusual environmental and site 
conditions.
Development of new heavy materials. 
Improving coating methods and products.
Developing new modular offsite fabrication methods.
Improving demolition methods to reduce waste and aid 
recycling.
Development of new equipment to fulfill a project or other 
commercial objective.
Methods for integrating new technologies into buildings 
whilst abiding by the industry regulations.
Building designs intended to use the surrounding 
environment, such as exploiting solar gains, daylight, 
external air for cooling, passive ventilation methods.
Bespoke software developed to aid the construction project.
New methods or materials for insulation. 

Where a company has incurred costs which qualify for R&D 
Tax Relief, the company can claim tax relief from corporation 
tax for that expenditure at the following rates: 

How Does This Apply to the 
Construction Industry?

What is the Benefit of Making an R&D 
Claim?

Corporation tax saving of up to 26% of qualifying 
expenditure if the company is a Small & Medium Enterprise 
(SME) as a result of the 230% uplift on costs available;
Corporation tax saving/ credit of 8.8% of qualifying 
expenditure if the company is not an SME. 

Most businesses with less than 500 employees will be treated 
as SMEs under R&D rules. If you are unsure whether your 
company or group is an SME, our MHA tax advisors can help. 

The benefits of the R&D Tax Relief doesn’t just apply to 
profitable companies that are paying corporation tax. All loss 
making companies can potentially claim a payable tax credit, 
even large companies claiming under the R&D Expenditure
Credit scheme. 



If you would like to find out more or if you 
think you may need assistance making a 
claim, please get in contact with us 
on 0207 429 4147. 

GET IN TOUCH

Companies have just two 
years from the end of an 
accounting period to make 
a claim.  

What Expenses can be Claimed?

The following costs may be incurred as part of qualifying R&D: 

Staffing costs of the persons involved (including salaries, 
employer’s national insurance contributions (NIC) and 
pension costs);
Consumable items;
Software used;
Externally-provided workers;
Subcontracted R&D;
Contributions to independent research. 

In the construction and real estate industry, employees or 
subcontractors will probably make up the majority of the costs. 
However, there may be some consumables costs too, 
particularly for any prototype test pieces or possibly temporary 
supporting materials that don’t make up part of the finished 
product. Software license costs incurred for software used on 
R&D projects will also be qualifying. 

How to Make a Claim

Companies have just two years from the end of an accounting 
period to make a claim, so if you think you might be 
undertaking qualifying R&D work, the sooner you start to look 
at making a claim the better. Claims must be properly made to 
ensure they meet HMRC requirements. HMRC will review all 
claims carefully – so it is important to work with experienced 
tax advisors to ensure any claim meets the necessary criteria. 
Your local MHA tax advisor can help you determine whether 
you are eligible to make a claim, and how much you could 
claim. They will be able to work with you to put together a 
report detailing the R&D projects you have undertaken and 
calculate the qualifying costs. They will also be able to explain 
to you the tax impact of making a claim, whether it’s a payable 
tax credit or a reduction in your corporation tax bill. Over many 
years we have developed excellent working relationships with 
the relevant inspectors at HMRC, enabling claims to be made 
and agreed in the most efficient and cost-effective manner. In 
addition, we have specialists in our Construction and Real 
Estate group who work closely with our R&D team. 



Capital Allowances

Historic Purchase Reviews 
Integral Features Uplift Reviews 
Export Credit Agency Reviews  
Acquisition Reviews 
Contaminated Land Tax Relief Reviews 
Renewable Energies  

Capital allowances are the 
sums of money a UK 
business can deduct from 
the overall corporate or 
income tax on its profits. 

Integral Features Uplift Reviews 

If you have purchased a property post 1 April 2008, where no 
S198 election was signed and the prior owner never held 
entitlement to background plant and machinery, there is an 
opportunity for you to benefit from an Integral Features (IF) 
Uplift Review. 

What we are Seeing in the Marketplace 

Integral Features Uplift Review 

We recently undertook an Integral Features 
uplift review for a client who had acquired a 
warehouse in March 2017 and no s198 
election had been signed at the time of 
acquisition, but where the owner had owned 
the property previously since the 1990’s. 
We carried out a detailed entitlement exercise 
and concluded an Integral Features review 
could be undertaken. 

As a result, we identified c£200,000 of 
additional allowances, mainly with respect to 
previously acquired background plant and 
machinery. 

Given annual investment allowance (AIA) was 
available in the current tax year, the 
allowances could be accelerated and the client 
benefited from a significant cash tax saving in 
the period. 

CASE STUDY



Office & Retail Construction 

We recently undertook a detailed ECA review 
for a newly constructed office and retail space 
for a commercial property developer. 

A key driver for the property developer was to 
ensure that the office and retail space they 
were seeking to construct was energy efficient 
and directly appealed to prospective tenants 
who may lease the development in the future. 

As part of our exercise, we worked in 
conjunction with the main contractor and 
quantity surveyors to ensure that the correct 
ECA qualifying equipment was chosen for the
development in advance of any assets actually 
being purchased and subsequently installed 
into the facility. We then followed this up with a 
detailed ECA review once the development 
was completed to ensure that all expenditure 
qualifying for accelerated First Year 
Allowances (FYA’s) was correctly identified for 
tax purposes.  

CASE STUDY
Enhanced Capital Allowances Review

By identifying energy 
efficient suppliers of items, 
not only can running costs 
be significantly reduced, but 
tax relief associated with 
the development can be 
considerably accelerated.  

In a climate of decreasing AIA limits, unlocking first year 
allowances from energy efficient assets can be a key way of 
accelerating tax relief or in loss making scenarios, can trigger 
cash tax credits from HMRC.  

Enhanced Capital Allowances Overview 

Regarding large construction projects, a key feature of the 
development in the current economic climate is ensuring that 
new build facilities operate as efficiently as possible, with a 
view of lowering an organisations carbon footprint, whilst also 
reducing its operating overheads. 

To truly unlock the value associated with recently developed 
properties, such as large office complexes, an upfront 
Enhanced Capital Allowances (ECA) feasibility study and/ or 
subsequent ECA review should be undertaken by the 
developer and organisation incurring the construction 
expenditure.   

By identifying energy efficient suppliers of items such as air 
conditioning, HELU lighting and pipework insulation, not only 
can the running costs of the completed development be 
significantly reduced, but tax relief associated with the 
development can be considerably accelerated.  



A Large Housebuilder 

We recently completed phase 1 of the 
Contaminated Land Review for a large 
housebuilder. CLTR is available at a rate of 
150% on qualifying commercial or residential 
pollutant remediation. Loss making companies 
can claim a 16% cash tax credit. 

A detailed CLTR report was drafted and 
identified c£250k of cash tax credits for the 
client over the next 3 - 4 accounting periods. 
This is based on qualifying expenditure in 
excess of £3.5m. 

Who can Qualify? 

CASE STUDY

A Historic Retail Acquisition Review 

During the sell-side due diligence process, we 
swiftly identified the opportunity for historic 
acquisition claims to be made by a retail 
consortium on 7 properties they had acquired 
over a number of years, but for which detailed 
capital allowances claims had never been 
made. Although a share sale process was 
taking place, the existing management team 
were to stay in situ upon disposal to an 
external corporate investor and were very 
keen to understand the opportunity we had 
identified. 

Post disposal, we agreed to undertake a full 
historic review of the 7 properties in question. 
Our review included full site surveys of each 
property and the compilation of a detailed CA 
acquisition review of each site. As a result, we 
identified c£375,000 of additional allowances, 
mainly with respect to previously acquired 
background plant and machinery. The 
management team at the client were so 
pleased with our service that they have agreed 
that all future property refurbishment and 
fit-out spend will be fully analysed by 
ourselves on an ongoing basis. 

This case study highlights the importance of 
having a CA specialist involved with 
transaction mechanics to truly identify any 
future fee earning opportunities and also 
adding additional value to a clients existing 
property portfolio. 

CASE STUDY

Contaminated Land Tax Relief 

Enhanced relief is available at a rate of 150% on qualifying 
expenditure. Contaminated Land Tax Relief (CLTR) is 
available to housebuilders and property developers in a 
corporate wrapper who may not gain access to traditional CA’s. 
In loss making scenarios, losses can be surrendered to HMRC 
for cash tax credits. 

Acquisition Reviews 

All purchased commercial properties come with inherent 
fixtures which, to be identified for tax purposes, require a 
detailed Capital Allowances (CA) review to be undertaken. A 
detailed CA review is the seamless conjunction of tax, 
surveying, legal and accountancy skills combined into a 
dedicated CA claim that can be agreed with HMRC.  

Anyone clearing up pollutants, as long as 
they haven’t carried out the contamination 
themselves. 
Housebuilders/ property developers who 
aren’t allowed to claim traditional CA’s.

If you would like to find out more about 
Capital Allowances or if you would like 
assistance to benefit from available reliefs, 
please get in contact with us on 0207 429 
4147. 

GET IN TOUCH



House Price Growth

On a regional basis, London continues to be the region with 
the highest average house price at £489,000, but London 
showed the lowest rate of growth in England. London’s overall 
average house price is followed by the South East and the 
East of England, which stand at £321,000 and £290,000 
respectively.  

In the Regions

Despite recent headlines in the media, overall average house 
prices increased by 5.0% in the year to July 2017, although 
this has slowed from the rate of increase that was in evidence 
in the middle of last year, prices are still on the increase and 
the rate of annual increase is higher than it was at March this 
year. 

The main contribution to the increase in UK house prices came 
from England, where house prices increased by 5.4% over the 
year to July 2017, with the average price in England now 
£243,000. Wales saw house prices increase by only 3.1% over 
the latest 12 months to stand at £151,000. In Scotland, the 
average price increased by 4.8% over the year to stand at 
£149,000. The average price in Northern Ireland is currently 
£129,000.  

Annual House Price Rates of Change, Year to July 2017: by English Region

The East Midlands has appeared as the region which showed 
the highest annual growth, with prices increasing by 7.5% in 
the year to July 2017, but this was closely followed  by the East 
and the South West. The slow growth in London has improved 
somewhat, as compared to recent quarters, now being down at 
2.8% on an annual basis. 

A look at the annual growth rates by local authority throws out 
some interesting figures. The top authority for growth was the 
Cotswolds. Kensington and Chelsea, which has featured in the 
bottom 5 Local Authorities in recent months, is now back in the 
top 5 for growth, with an average house price at a shade under 
£1.4M! Conversely, the City of London was top of the list of the 
bottom authorities, with an 18.4% reduction in the average 
annual house price. Is this the Brexit effect? 

Highest Growth
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The lowest average price continues to be in the North East, at 
£133,000. 
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https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/housepriceindex/july2017


About MHA

MHA is a UK wide association of progressive and respected 
accountancy and business advisory firms. Each MHA 
member firm offers a broad range of services including 
accountancy, tax and corporate finance, as well as sector 
specialisms. 

We are the UK member of the international network, Baker 
Tilly International. Through our membership of Baker Tilly 
International we are able to provide premier accounting, 
assurance, tax and specialist business advice worldwide, 
drawing on internationally recognised industry and service 
line experts in 147 countries. 

Accounting and Financial Reporting: including 
advice and support with the conversion to new UK 
GAAP and advising on changes affecting the 
property sector.
External Audit: audits tailored to mitigate risks 
affecting the property sector.
Internal Audit, Control Reviews and Finance 
Function Effectiveness Reviews.
Fund raising for property transactions.
Advice on complicated property transactions and 
suitable structures, including joint ventures and 
special purpose vehicles.
VAT advice on property transactions, including 
election to tax.
Advice on high value residential property, 
including Annual Tax on Enveloped Dwellings.
Stamp Duty Land Tax and, in Scotland, Land and 
Buildings Transaction Tax.
Structures to minimise taxation on development 
and investment profits.
Enhanced capital allowances claims. 

Services

Collectively we have over

50 offices across the 
UK

Contact Us 

Follow Us

@mha_uk

MHA National Accounting 
Association

If you require any further information or 
advice regarding these topics, then please 
feel free to contact your local MHA member 
firm contact. 

www.mha-uk.co.uk



MHA Member 

Firm Offices

www.mha-uk.co.uk

Broomfield & Alexander 
www.broomfield.co.uk 
Cardiff (Head office) 
Ty Derw 
Lime Tree Court 
Cardiff Gate International Business Park 
Cardiff, CF23 8AB 
Tel: 02920 549939 

Additional offices: Monmouth, Newport &  
Swansea 

Larking Gowen 
www.larking-gowen.co.uk 
Norwich (Head office) 
King Street House 
15 Upper King Street 
Norwich 
NR3 1RB 
Tel: 01603 624181 

Additional offices: Bungay, Colchester, Cromer, 
Dereham, Diss, Fakenham, Holt & Ipswich 

Monahans 
www.monahans.co.uk 
Swindon (Head office) 
38-42 Newport Street 
Swindon 
Wilts 
SN1 3DR 
Tel: 01793 818300 

Additional offices: Bath, Chippenham, Frome, 
Glastonbury, Melksham, Taunton & Trowbridge 

MHA Carpenter Box 
www.carpenterbox.com 
Worthing (Head office) 
Amelia House 
Crescent Road 
Worthing, BN11 1QR 
Tel: 01903 234 094 

Additional offices: Gatwick 

MHA MacIntyre Hudson 
www.macintyrehudson.co.uk 
London City 
New Bridge Street House 
30-34 New Bridge Street 
London EC4V 6BJ 
Tel: 020 7429 4100 

Additional Offices: Bedford, Birmingham, 
Canterbury, Chelmsford, Folkestone, 
High Wycombe, Leicester, Maidstone, Milton 
Keynes, Northampton, Peterborough & Reading 

Tait Walker 
www.taitwalker.co.uk 
Newcastle (Head office) 
Bulman House 
Regent Centre 
Gosforth 
Newcastle Upon Tyne 
NE3 3LS 
Tel: 0191 285 0321 

Additional offices: Durham, Northumberland &  
Tees Valley 

Henderson Loggie 
www.hlca.co.uk 
Dundee (Head office) 
The Vision Building 
20 Greenmarket 
Dundee 
DD1 4QB 
Tel: 01382 200 055 

Additional offices: Aberdeen, 
Edinburgh & Glasgow 

MHA Moore & Smalley 
www.mooreandsmalley.co.uk 
Preston (Head Office) 
Richard House 
9 Winckley Square 
Preston 
Lancashire 
PR1 3HP 
Tel: 01772 821021 

Additional offices: Blackpool, 
Kendal, Kirkby Lonsdale, 
Lancaster, Liverpool, Manchester,  
Nottingham & Southport 

MHA is the trading name of MHCA Limited, a company limited by guarantee, registered in England with registered number: 07261811. Registered 
office: Moorgate House, 201 Silbury Boulevard, Milton Keynes, United Kingdom, MK9 1LZ. Professional services are provided by individual member firms. 
No member firm has liability for the acts or omissions of any other member firm arising from or in connection with its membership of MHA. Further 
information and links to the member firms can be found via our website www.mha-uk.co.uk. Arrandco Investments Limited is the registered owner of the 
UK trade mark for Baker Tilly and its associated logo. 



To find out more about the  
accountancy and business advisory 
services MHA can offer, please 
contact +44 (0) 207 429 4147.

Follow us on:

www.mha-uk.co.uk
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