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The R&D Tax Credit is the single largest tax
credit available to businesses, valued at over
$10B a year. However, startups were largely
barred from this tax credit due to their lack of
taxable income. In 2015, Congress passed
pivotal legislation to allow startups to apply
their R&D credits to their payroll tax. With the
significant costs that startups typically incur,
the R&D Tax Credit can be a critical source of
cash necessary for startups to lift their
businesses off the ground.

What Your Competitors Are Getting
A sample of our clients and their benefits

Client Employees Credit

Mobile App Dev * 19 $202,000

Robot Dev * 40 $313,000
32 states provide an additional state R&D
credit, resulting in a much larger benefit. * Federal Only

 Concept development and ideation
 Developing code for software 

architecture
 Developing specifications/requirements
 Alpha and beta prototype testing
 Regression and unit testing
 Enhancing functionalities and adding 

new capabilities to existing applications
 Testing alternative materials
 Changing a process to reduce costs
 Developing or applying for patents

Startups in the tech space, including software
and mobile app development, robotics, VR/AR,
and IoT, are prime candidates for the credit
because of their everyday activities that satisfy
the IRS’s definition of R&D.
If your firm is involved in the following qualified
activities, an R&D tax credit study may be a
lucrative opportunity for you.

Am I Eligible?
A qualified small business must:
1. Have gross receipts of $5 million or less for

the tax year
2. Have gross receipts for 5 years or less

• For example, businesses more than 5
years old but that have not received
gross receipts could still be eligible.

3. Not be a tax-exempt organization

What are Qualified Activities?

What’s My Benefit?
Qualified small businesses can elect to use a
portion of their R&D tax credit now to offset
payroll taxes, up to $250,000 per year for 5
years, instead of waiting to use the credit
against future income tax liabilities.



With the global trend towards digitization,
opportunities for startups in the innovation
sector abound. Technologies like robotics,
VR/AR, 3-D printing and AI are rapidly
integrating into traditional sectors like
manufacturing and design-build; mobile apps
are becoming essential for B2C businesses;
and IoT devices are increasingly connecting
every corner of our lives. However, as strength
in the innovation sector increases, so does the
competition among companies to secure
funding and be successful. With competitors
proliferating around the world in nearly every
industry sector, it is crucial for startups to tap
into all possible sources of funding.

The R&D Tax Credit is one tool that can
provide an immediate source of cash, as well
as reduce your tax liability. The credit rewards
businesses that take a risk to develop or
improve new products or processes—activities
inherent in all startup companies. With the
recent addition of the payroll offset provision,
now is the time to pursue this credit.

We work with some of the nation’s most
successful startups and have generated
millions of dollars in tax credits for their
businesses, boosting their competitive
advantage in the industry. To find out how
much you can claim in tax credits, call us today
for a complimentary preliminary analysis.

Apex Advisors is a national tax advisory firm
based in Los Angeles. We are one of the few
specialty tax providers that have the insight
and technical capacity to perform complex
R&D studies across a breadth of industries,
including manufacturing, software, and high
tech. We are known for our advanced
accounting methodologies and robust audit
defense. In fact, we have one of the best track
records in the industry for mitigating audit
challenges, largely due to our meticulous
documentation and a tax controversy team
comprised of former IRS agents and attorneys.
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