Documentation Key to Successful SR&ED Claims
The Scientific Research and Experimental Development (SR&ED) tax credit program is unique among incentive programs in that it is an entitlement.  If your firm has done work that incorporates a technological advancement, involved technological uncertainty, and was performed with a systematic methodology then the Canada Revenue Agency (CRA) has to approve the credit.  The question is, for how much?

CRA has trimmed down sizable claims because the clients have not had suitable documentation.  Perhaps some of these reductions have been excessive and unfair but for the most part they will give the taxpayers the benefit of the doubt within reason. However, they don’t know how much effort your firm put into your projects unless you have some documentation.  Where to start with documentation?

1. Time Sheets- employees need to fill out time sheets and record the nature of the activity,

2. Records of Material Scrapped- scrap reports with costs identified are essential,

3. Purchase orders for contract payments- the eligible and non-eligible work needs to be identified separately,
4. Capital- capital items are rarely claimed successfully.  Records of equipment usage have to show that it is used for R&D 90% of the time it’s in use.

Does it seem like a lot?  Perhaps, but as taxpayers we want to see the government exercising due diligence with our money. Appropriate record keeping is generally worth the effort.

