
Research & Development  
Tax Relief for the Wine Industry

As harvest draws to a close many of you will be 
looking forward and planning for next year. 
Perhaps you might be determining how best to 
optimise vineyard yield or turning to the 
fermenting and bottling process and 
experimenting with new and exciting flavours. 

It might surprise you to hear that many of the 
activities that you carry out within your vineyard or 
winery actually qualify for Research & 
Development (R&D) tax relief. 
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R&D tax relief can either reduce your business’ tax liability or, in some cases, enable you to obtain a cash repayment 
known as the R&D tax credit. The amount of relief that is available depends on the size of your business. In summary 
the Small and Medium Enterprise (SME) scheme provides a 230% total deduction against profits or a 14.5% 
repayable tax credit. 

What is R&D tax relief?

What actually constitutes R&D is wide ranging and can often be quite complex but includes the development or 
improvement of a wine or process. Each improvement of a wine or process must be a technological advancement 
within the industry. 

This could be through an appreciable improvement to a piece of equipment or product that is currently available on the 
market, or alternatively the invention of a new piece of equipment or product altogether. It must also be demonstrated 
that there has been an attempt to resolve technological uncertainties. Such difficulties and challenges should be 
experienced by all wine makers, not just you personally. 

It is important to remember that a project does not have to actually achieve its aims in order to qualify. R&D tax relief is 
only available for companies, not sole traders or partnerships, however it may be possible to create a structure that 
incorporates a limited company therefore opening the door to R&D tax relief. 

What are the qualifying criteria?

Relief is available on revenue expenditure across three main areas: 
•   staff costs such as gross salary, employers NIC, pension contributions etc; 
•   subcontractors, freelancers fees, agency workers; 
•   consumable items such as heat, light & power, materials and equipment 'used' and/or 'transformed' by R&D process. 

What is the qualifying expenditure?



If instead there’s an allowable trading loss for the period, the loss can be increased by 130% of the qualifying R&D 
costs, again that’s £130 for each £100 spent: 

Trading loss  

R&D Relief (£20,000 × 130%) 

Revised trading loss (£10,000 + £26,000) 

Alternatively the loss can be converted into a tax credit at the rate of 14.5% of the revised taxable loss for the period: 

Tax credit (£36,000 x 14.5%)      

This can provide a vineyard with a much needed cash flow advantage, especially in the early days of plantation. The 
tax relief available is generous, but 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. 
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Mrs Vine is the owner of Grape Vines Vineyard. She has been creating a new Christmas wine by combining different 
ingredients for a more sparkling, festive flavour. Mrs Vine purchased various ingredients whilst developing the 
Christmas special and has spent 50% of her time this year on the wine with the help of her employee who spent 30% of 
his time.   

This figure includes the time percentage of Mrs Vine and her employee’s wages, the cost of ingredients and a 
proportion of the light and power charges of the winery. Grape Vines Vineyard has a taxable profit for the year of 
£30,000. The company can claim tax relief on the qualifying R&D expenditure as an additional deduction against its 
taxable profits. From 1 April 2015 the additional deduction for a SME company is 130% of the qualifying R&D 
expenditure. 

Taxable profit  

R&D Relief (£20,000 x 130%)  

Revised taxable profit (£30,000 - £26,000)           

Worked example

What if the vineyard is loss making?

£30,000

£26,000

£4,000

(£10,000)

£26,000

(£36,000)

£5,220

Simply put, for each £100 of qualifying 
costs, your company could have its 
taxable profits chargeable to Corporation 
Tax reduced by an additional £130 on top
of the £100 spent.

This loss can be carried forward in the 
normal way to be offset against future 
trading profits.  

Grape Vines Vineyard will have its taxable profits reduced as follows:

The total qualifying R&D expenditure during the financial year amounted to £20,000. 

If you would like further details about the opportunities noted above please contact Holly Mitchell in our 
Agriculture & Rural team by calling 01903 234094 or emailing holly.mitchell@carpenterbox.com.
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Evaluating soil, water availability and ground slopes to assess the optimal grape cultivation 
Designing and implementing trellis improvements  

Optimal vineyard plots

Developing improvements to bottle labelling materials 
Evaluating varied methods of filtration to prevent microbial spoilage to increase wine quality

Improvements to bottling techniques

Evaluating conditions including humidity, lighting, ventilation, temperature and fermentation in barrels 
for wine production 
Experimenting with new combinations of ingredients for a deeper, lighter, sweeter, more sparkling, drier etc taste 

Enhancing production mix

Improvements to the economic efficiency of the fermentation process
Experimenting with equipment to improve both efficiency and precisions of winemaking 
practices during fermentation 

Economic efficiency research to improve production

Examples of activities 
classified as R&D

If you would like further details about the opportunities noted above please contact Holly Mitchell in our 
Agriculture & Rural team by calling 01903 234094 or emailing holly.mitchell@carpenterbox.com.


