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The food and beverage industry is 
full of opportunities in Australia right 
now, as consumers are becoming 
more informed on topics such as 
responsible packaging and healthy 
ingredients, while adventurous 
foodies are desiring bold ethnic and 
cultural flavours. 

These trends are pushing manufacturers to think more critically 
about how their products are being designed, produced, stored, 
marketed and consumed in relation to consumer wants and 
needs.

Many food and beverage manufacturers are entering a phase of 
innovation in order to meet changing consumer behaviours and 
are undertaking R&D activities which, in some cases, are eligible 
for the R&D Tax Incentive. 

With so much innovation occurring in the food and beverage 
sector, this guide aims to provide an overview of how the R&D 
Tax Incentive works in the food and beverage sector. We want to 
give people in the industry a better understanding of whether 
they could be eligible for this government incentive, including 
common errors to look out for. 

Before you’ve even designed your first logo, 
as an innovator you should set up a company 
in the best way to make the most of the R&D 
Tax Incentive. This should also consider the 
protection of your company’s IP, its longer-term 
goals and your personal affairs.

An eligible R&D entity is a corporation that is incorporated under 
an Australian law. There are a few exceptions, including, in some 
circumstances, a foreign corporation. A trust is not an eligible R&D 
entity.

Too often we see companies conducting their R&D in the wrong 
company structure and accidentally blocking their access to 
hundreds of thousands of dollars in funding. Company structures can 
be changed, but only a time machine would help you claim those old 
costs.

The right company structure can’t be prescribed using a one size fits 
all approach. BlueRock can help you get set up correctly to claim the 
R&D Tax Incentive.

The right company structure can’t be prescribed using a one-size-fits-
all approach. It’s best to check in with an advisor who can help you get 
set up correctly to claim the R&D Tax Incentive.

Eligible activities must fall under one of two 
categories: Core R&D Activities and Supporting 
R&D Activities.

Is my company  
structure correct?

Am I conducting an 
eligible R&D activity?
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Core R&D Activities
Core R&D Activities apply a 
systematic experimental approach 
proceeding from hypothesis 
through to observations and logical 
conclusions.

The outcome is not known to an expert in the 
field without undertaking the experiment. The 
activities aim to generate new knowledge in the 
form of new or improved materials, products, 
devices, processes or services. 

Improving existing processes in a new 
and innovative manner

Recipe formulation development, 
including ingredient substitutes looking 
into effect on flavour profile, consistency 
and shelf life 

Designing and developing safer, efficient, 
environmentally focused strategies 
for food and beverage production and 
packaging

Designing and developing of new 
equipment for automation to enhance 
productivity

Examples in the MedTech and BioTech fields include:

Supporting R&D Activities
Supporting R&D activities are 
activities directly related to core 
R&D activities and although 
they are not a part of the R&D 
experiment, they directly support 
the experiment and would not have 
been undertaken without the Core 
R&D Activity occurring.

Background research into existing 
products and processes available in the 
food and beverage market

Designing initial product concepts

Manufacturing prototypes to be tested in 
the core activity

Training of staff to assemble new 
products or to use new equipment/
processes that needed to be completed 
before the core activity could be tested 
for performance

Project management activities 

Supporting R&D Activities can include things such as:
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What costs can I include 
in my R&D claim?

What common claim 
errors do we see?

The general rule is that expenditure on R&D 
activities is claimable in the income year it is 
incurred. Such costs may include:

Wages, super and taxes for employees and directors

Businesses don’t conduct R&D in the right company 
structure to be eligible

Contractor fees

Incorrect self-assessment leads to the inclusion 
of ineligible activities (or the exclusion of eligible 
activities)

Depreciation on assets used for conducting R&D 
activities

Poorly worded project descriptions sent to 
AusIndustry that raise the risk of a time-consuming 
review or a project being denied

Ingredients or packaging (goods and materials)

Companies don’t take a wide enough view of their 
expenses that could be eligible, limiting the size of 
their claim

Inclusion of commercial, legal and administrative 
aspects of patenting, licensing or other activities

Payments made under the CRC program

Poor documentation that does not support the 
activities/expenditure

Inclusion of costs incurred to associates that are not 
paid within the financial year

A relevant portion of the business overhead, 
including rent and utilities

The method used to apportion overhead expenses is 
not reasonable

Incorrect accounting for the sale or use of the 
product of the eligible R&D activities in the 
company’s income tax return.

Inclusion of costs where the activities are not being 
conducted by the company on its own behalf
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For the Love of Food tested the addition of fish oil to their 
recipe in its laboratory R&D kitchen to establish the 
viability of the recipe. The testing activity differed from 
business as usual in that the addition of fish oil into a 
commercial bolognese recipe had not previously been 
attempted or was not publicly available. The experiment 
also ran for a longer period of time to monitor the 
behaviour of the ingredient in the recipe and its effect on 
flavour and consistency over a longer time scale as the 
outcome of the activity could not be determined in advance 
without undertaking the experiment.

At the end of the tests, For the Love of Food  concluded 
that the fish oil supplement could be added to the small-
scale batch recipe at a certain volume without significant 
degradation to the consistency of the sauce or an 
undesirable flavour being produced.

The company undertook literature reviews, internet 
searches and competitor reviews to identify potential 
methods to include fish oil supplements in food recipes. 
This research was directly related to the Core R&D Activity 
because it informed the design and methodology of the 
experimental activities.

Testing the new recipe in a  
pilot-scale kitchen batch test

Developing the experimental 
process

Core R&D Activity 1 Supporting R&D Activity 1

Supporting R&D Activity 2

With the success of the pilot-scale test program, For the Love 
of Food made the decision to test a full-size production run.

The testing activity differed from the previous laboratory 
pilot-scale tests in that the recipe amounts were now larger. 
Periodic tests were conducted to establish the behaviour 
of the fish oil over varying operational time scales and 
conditions.

For the Love of Food researchers knew that the changes 
could have effects on the resulting product stability and 
flavour profile consistency, and that they could not be 
reasonably predicted based on the previous experiment. The 
company had developed a hypothesis about how it might 
behave with the other ingredients on the production line.

What documentation did For the Love of 
Food keep?
For the Love of Food kept detailed records and reports 
throughout the development of the new recipe, from the very 
first literature and internet searches when first looking into 
fish oil supplements to the first recipe concepts, meeting 
minutes discussing the experimental approach and all 
reports maintained during the manufacturing trial. 

This information is valuable for tracking R&D progress, 
as well as for supporting the work undertaken and costs 
associated with the development.

Testing the new recipe in a production run

For the Love of Food is an Australian company that specialises 
in the manufacture of heat-at-home kids meals that are fresh, 
wholesome and delicious. The company operates a small facility 
with 30 employees, including an R&D team who operate a 
laboratory with a small-scale kitchen for testing new recipe 
formulations and process improvements.

For some years, For the Love of Food has undertaken research 
to include various vitamins and supplements in its recipes to 
ensure the meals are as nutritious as possible for children who 
are commonly fussy eaters. Some sources of nutrition are easily 
added to recipes (such as vitamin C, which can be disguised 

by adding finely chopped vitamin C-rich vegetables into meals) 
while other sources of nutrition such as fish oil and magnesium 
are somewhat harder to disguise, requiring experimentation 
in order to add them into recipes without affecting flavour or 
consistency.

For the Love of Food identified that the next stage of its R&D 
program was to establish the viability of the addition of fish oil 
supplements in its lab-scale bolognese small-batch recipe, and 
to determine the effect on flavour, consistency and stability of 
the resulting recipe on the production line.

For the Love of Food Case Study
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How can BlueRock help?
As R&D Tax Incentive experts, we demystify the 
complex regulation and guidance to ensure you 
get the most out of your R&D Tax Incentive claim. 

That means we work with your team to clearly identify the 
project’s eligible activities and costs, then communicate these 
to AusIndustry in the most effective way to ensure your R&D 
application is accepted.

The process of applying for the R&D Tax Incentive with 
assistance from BlueRock involves:

Speak to our BlueRock R&D Tax Incentive experts to unlock 
thousands of dollars in Australian Government funding for your 

R&D activities.

GET STARTEDwww.bluerock.com.au/services/grants-incentives

Tom Moore

tom.moore@thebluerock.com.au
0417 136 604

Senior Research & Development Tax Consultant

Millicent Brearley

millicent.brearley@thebluerock.com.au
0419 644 419

Senior Research & Development Tax Consultant

 · Quarterly workshops to gather information on the activities to determine eligibility

 · Preparation of the AusIndustry Application for Registration, summarising the eligible R&D activities

 · Preparation of overseas findings where applicable

 · Preparation of the financial calculation to determine eligible expenditure

 · Submission of the application to AusIndustry

 · Management of the AusIndustry inquiries, including meetings, site visits, information requests and other 
communications

https://www.bluerock.com.au/services/grants-incentives#contact
https://www.bluerock.com.au/services/grants-incentives

