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Maximizing Savings on Research and Experimental Expenditures through Section 174
Under Section 174, businesses have the opportunity to deduct eligible Specified Research and Experimental (SRE) expenses from their
taxable income. Until January 1, 2022, companies can opt for the year in which the expenses were incurred, or capitalize and amortize

them over a minimum of 60 months.

New Tax Law Could Discourage R&D Investment
Starting January 1, 2022, tax law § 174 will be more stringent, requiring companies to explicitly identify SRE expenditures and amortize them
over time. As a result, this could raise companies' taxable income and discourage investment in R&D.
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As per the new regulations, taxpayers must now distinguish all §174 costs from other categories. It's worth noting that even similar costs
that were previously eligible for multiple tax treatments are now subject to this differentiation.

Pharma & Biotech ( \
. . Energy and Renewable Energy
i gﬁ:&?g:{iﬁg%gﬁeﬂggSDCei;/:\CCeeS w » Environmental and Sustainability

=i
|

Financial Serv_ices
Telecommunications

. . . Food and Agriculture
Education and EdTech ransportation ahd Logistics Defense Research
Consumer Electronics Automotive Agencies

HOW CAN EPSA USA HELP?

Our team of R&D tax credit experts can
help identify and document qualifying
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different functions and work separately.



