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As a starting point, both bodies 
acknowledge that the “records kept by 
individual claimants will vary depending on 
the nature of their business and their R&D 
activities.” Contemporaneous means 
keeping records “as you go”.

To ensure that claiming entities meet the 
eligibility requirements and show the 
activities undertaken satisfy the definition of 
core R&D, AusIndustry expect records 
such as the following to be maintained:

o Records demonstrating “the state of 
knowledge or technology that existed 
prior to the proposed R&D activities 
and what new knowledge was being 
sought through the R&D”.

o Evidence that the knowledge was not 
already publicly available through 
literature reviews, patent/other 
searches, scientific/technology 
reviews/articles and trade journals.

o Documents that describe the 
hypotheses, experiments, results, 
evaluation and revised hypotheses.

Similarly, documents that demonstrate how 
supporting R&D directly relate to core R&D 
activities must also be maintained. It is 
equally important that claiming entities 
maintain adequate records that sufficiently 
quantify the dollars associated with eligible 
core and supporting R&D activities.

As the greatest cost generally claimed 
under the R&D Tax Incentive is 
employment costs, employee records 
should be maintained in the form of 
contemporaneous timesheets recording 
the time, date, number of hours and 
description of the task on a weekly basis 
against eligible core, supporting and 
ineligible R&D activities. Similarly, 

contractor invoices should contain the date 
R&D activities occurred and “sufficient 
detail to ascertain the amount of 
expenditure on the R&D activities, and a 
description of the activities performed by 
the contractor to link the fee with a 
particular R&D activity.”

I have a software company, what 
process should I undertake to ensure I 
meet the eligibility criteria  and what 
records should I maintain to 
demonstrate that the activities and 
related costs being claimed relate to 
core and supporting R&D activities?

Firstly, establish and maintain a R&D 
Project plan which documents that you 
have ticked off all of the requirements of the 
scheme, the Plan should be updated each 
year and include: 

• Knowledge gap – undertake research 
to determine the “current (worldwide) 
state of knowledge” in your particular 
tech field, include international 
competitors, possibly universities as 
well as reports from reputable technical 
journals, blogs, forums, wikis, etc.

• Technical uncertainty – explain your 
business objective and how 
experimental activities will seek to solve 
the technical uncertainly required to 
automate your product, process or 
service. Only financial risk associated 
with technical risk is eligible to claim 
under the R&D Tax Incentive so don’t 
confuse business risk with technical risk. 

• Competent professional in the field – 
describe why your CTO and dev team 
would be considered “experts in your 
particular tech field” (include technical 
qualifications and experience) and why 

What records should a software R&D company 
maintain in order to substantiate its claims?

the technical uncertainty subject to the 
R&D activities is beyond the “current 
state of knowledge”. 

• Hypotheses – describe your “theories” 
or “assumptions” on how you might 
investigate, design, test and determine 
an operable technical solution. Include 
the ‘measurable technical goal’ you will 
attempt to achieve via experiments, in 
order to prove the hypothesis. To be 
eligible you must be using the “scientific 
method” as your approach to R&D which 
differs from the agile approach as it does 
require an extra layer of reporting.

• Design of experiment – explain how you 
will undertake the experiment/s to test 
the hypothesis, describe the variables/ 
data being tested and the “measurable 
technical goal” you are attempting to 
achieve (e.g. via proprietary algorithms 
or formulas). This may be demonstrated 
via a project planning document (e.g. 
GANTT chart)

• Break up your R&D project into 
discreet activities – as the R&D Tax 
Incentive is an activity-based program it 
requires all claimants to undertake 
eligible “core” R&D activities before its 
“supporting” R&D activities also 
become eligible, it also requires you to 
break out any “ineligible” activities to 
evidence that a “whole of project” 
approach is not being claimed. As 
such, each claimant should break down 
its project/s into core, supporting and 
ineligible activities which is the basis 
under which they will track staff time 
and allocate R&D expenses.  

• Establish a weekly timesheet process 
within your task tracking system that 
links each commit entered by a dev team 
member against selected epics/ stories 
that have been identified as eligible core 
and supporting R&D activities for the 
purpose of evidencing the 
apportionment of time being claimed by 
each development staff member at the 
end of each financial year. 

• Maintain a weekly technical report on 
the progress of your R&D activities that 
describes the observations and 
analyses the results from each of the 
experimental processes the company 
engaged in and the pivots to your R&D 
direction. Retain the results of test runs 
on the algorithms and documenting the 
results of running these prototypes on 
test data.  

• Maintain version repository logs with 
sufficiently detailed comments on the 
prototypes indicating the iterative 
development, testing and improvement 
of the algorithm including weaknesses 
that were identified and rectified in 
successive versions. 

• Maintain a R&D file which lists any other 
internal records you keep – examples 

may include project scoping documents, 
functional specifications, architecture 
schema, error/ issue logs, data models, 
minutes of technical meetings, 
presentations on functionality etc

How can I use my task 
tracking systems to keep 
contemporaneous records?

It’s common for software developers to use 
task tracking systems and code 
repository’s when undertaking any 
development work, therefore it is far easier 
to customize those systems to meet the 
requirements of the scheme as opposed to 
overlaying a whole new layer of record 
keeping. Popular examples of commonly 
used task tracking systems are Trello, 
Asana, Atlassian products: 
Jira/Confluence/Bitbucket, Monday, Aha 
and Harvest. These systems generally use 
the following hierarchy to breakdown the 
project into smaller tasks and workflows:   

• Themes are large focus areas that 
span an organization 

• Initiatives are collections of epics that 
drive toward a common goal

• Epics are large bodies of work that are 
broken down into a number of smaller 
tasks called stories 

• Stories are shorts requirements or 
requests written from the perspective of 
an end user 

It is highly recommended that claimants 
clearly use these task tracking programs to 
identify and track their core, supporting and 
ineligible R&D activities. Epics are generally 
few in number and are usually completed 
within a quarter of a year whereas stories 
are generally completed within a short 1 to 
2 week sprints, epics indicate where R&D 
activities will lie and stories are the actual 
activities that should be tracked and used 
to capture eligible core, supporting and 

ineligible activities. As the epics constantly 
change on a quarterly basis they can also 
reflect a pivot to the project and which is 
why your CTO should also write a weekly 
technical report which puts into perspective 
the progress, evaluation, learnings and any 
pivots to the formulation of new epics/ 
stories.   

Don’t get caught out by poor advice? 

Many R&D Tax advisors exclude a 
documentation review or provide record 
keeping solutions within their limited scope 
of work, this is a serious issue as the R&D 
Tax Incentive is a self-assessment scheme 
which requires claimants to substantiate 
their claim when audited. Poor supporting 
documentation is the main source of dispute 
at audit and can catch out even good R&D 
claimants with eligible R&D activities, if R&D 
companies are not prepared to keep 
compliant records they are simply not 
eligible to claim the benefits.      

AusIndustry and the ATO require claimants to demonstrate that their R&D
activities and associated expenditures have been reliably determined through

contemporaneous record keeping. But what does this mean exactly?
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As a starting point, both bodies 
acknowledge that the “records kept by 
individual claimants will vary depending on 
the nature of their business and their R&D 
activities.” Contemporaneous means 
keeping records “as you go”.

To ensure that claiming entities meet the 
eligibility requirements and show the 
activities undertaken satisfy the definition of 
core R&D, AusIndustry expect records 
such as the following to be maintained:

o Records demonstrating “the state of 
knowledge or technology that existed 
prior to the proposed R&D activities 
and what new knowledge was being 
sought through the R&D”.

o Evidence that the knowledge was not 
already publicly available through 
literature reviews, patent/other 
searches, scientific/technology 
reviews/articles and trade journals.

o Documents that describe the 
hypotheses, experiments, results, 
evaluation and revised hypotheses.

Similarly, documents that demonstrate how 
supporting R&D directly relate to core R&D 
activities must also be maintained. It is 
equally important that claiming entities 
maintain adequate records that sufficiently 
quantify the dollars associated with eligible 
core and supporting R&D activities.

As the greatest cost generally claimed 
under the R&D Tax Incentive is 
employment costs, employee records 
should be maintained in the form of 
contemporaneous timesheets recording 
the time, date, number of hours and 
description of the task on a weekly basis 
against eligible core, supporting and 
ineligible R&D activities. Similarly, 

contractor invoices should contain the date 
R&D activities occurred and “sufficient 
detail to ascertain the amount of 
expenditure on the R&D activities, and a 
description of the activities performed by 
the contractor to link the fee with a 
particular R&D activity.”

I have a software company, what 
process should I undertake to ensure I 
meet the eligibility criteria  and what 
records should I maintain to 
demonstrate that the activities and 
related costs being claimed relate to 
core and supporting R&D activities?

Firstly, establish and maintain a R&D 
Project plan which documents that you 
have ticked off all of the requirements of the 
scheme, the Plan should be updated each 
year and include: 

• Knowledge gap – undertake research 
to determine the “current (worldwide) 
state of knowledge” in your particular 
tech field, include international 
competitors, possibly universities as 
well as reports from reputable technical 
journals, blogs, forums, wikis, etc.

• Technical uncertainty – explain your 
business objective and how 
experimental activities will seek to solve 
the technical uncertainly required to 
automate your product, process or 
service. Only financial risk associated 
with technical risk is eligible to claim 
under the R&D Tax Incentive so don’t 
confuse business risk with technical risk. 

• Competent professional in the field – 
describe why your CTO and dev team 
would be considered “experts in your 
particular tech field” (include technical 
qualifications and experience) and why 

What records should a software R&D company 
maintain in order to substantiate its claims? cont.

the technical uncertainty subject to the 
R&D activities is beyond the “current 
state of knowledge”. 

• Hypotheses – describe your “theories” 
or “assumptions” on how you might 
investigate, design, test and determine 
an operable technical solution. Include 
the ‘measurable technical goal’ you will 
attempt to achieve via experiments, in 
order to prove the hypothesis. To be 
eligible you must be using the “scientific 
method” as your approach to R&D which 
differs from the agile approach as it does 
require an extra layer of reporting.

• Design of experiment – explain how you 
will undertake the experiment/s to test 
the hypothesis, describe the variables/ 
data being tested and the “measurable 
technical goal” you are attempting to 
achieve (e.g. via proprietary algorithms 
or formulas). This may be demonstrated 
via a project planning document (e.g. 
GANTT chart)

• Break up your R&D project into 
discreet activities – as the R&D Tax 
Incentive is an activity-based program it 
requires all claimants to undertake 
eligible “core” R&D activities before its 
“supporting” R&D activities also 
become eligible, it also requires you to 
break out any “ineligible” activities to 
evidence that a “whole of project” 
approach is not being claimed. As 
such, each claimant should break down 
its project/s into core, supporting and 
ineligible activities which is the basis 
under which they will track staff time 
and allocate R&D expenses.  

• Establish a weekly timesheet process 
within your task tracking system that 
links each commit entered by a dev team 
member against selected epics/ stories 
that have been identified as eligible core 
and supporting R&D activities for the 
purpose of evidencing the 
apportionment of time being claimed by 
each development staff member at the 
end of each financial year. 

• Maintain a weekly technical report on 
the progress of your R&D activities that 
describes the observations and 
analyses the results from each of the 
experimental processes the company 
engaged in and the pivots to your R&D 
direction. Retain the results of test runs 
on the algorithms and documenting the 
results of running these prototypes on 
test data.  

• Maintain version repository logs with 
sufficiently detailed comments on the 
prototypes indicating the iterative 
development, testing and improvement 
of the algorithm including weaknesses 
that were identified and rectified in 
successive versions. 

• Maintain a R&D file which lists any other 
internal records you keep – examples 

may include project scoping documents, 
functional specifications, architecture 
schema, error/ issue logs, data models, 
minutes of technical meetings, 
presentations on functionality etc

How can I use my task 
tracking systems to keep 
contemporaneous records?

It’s common for software developers to use 
task tracking systems and code 
repository’s when undertaking any 
development work, therefore it is far easier 
to customize those systems to meet the 
requirements of the scheme as opposed to 
overlaying a whole new layer of record 
keeping. Popular examples of commonly 
used task tracking systems are Trello, 
Asana, Atlassian products: 
Jira/Confluence/Bitbucket, Monday, Aha 
and Harvest. These systems generally use 
the following hierarchy to breakdown the 
project into smaller tasks and workflows:   

• Themes are large focus areas that 
span an organization 

• Initiatives are collections of epics that 
drive toward a common goal

• Epics are large bodies of work that are 
broken down into a number of smaller 
tasks called stories 

• Stories are shorts requirements or 
requests written from the perspective of 
an end user 

It is highly recommended that claimants 
clearly use these task tracking programs to 
identify and track their core, supporting and 
ineligible R&D activities. Epics are generally 
few in number and are usually completed 
within a quarter of a year whereas stories 
are generally completed within a short 1 to 
2 week sprints, epics indicate where R&D 
activities will lie and stories are the actual 
activities that should be tracked and used 
to capture eligible core, supporting and 

ineligible activities. As the epics constantly 
change on a quarterly basis they can also 
reflect a pivot to the project and which is 
why your CTO should also write a weekly 
technical report which puts into perspective 
the progress, evaluation, learnings and any 
pivots to the formulation of new epics/ 
stories.   

Don’t get caught out by poor advice? 

Many R&D Tax advisors exclude a 
documentation review or provide record 
keeping solutions within their limited scope 
of work, this is a serious issue as the R&D 
Tax Incentive is a self-assessment scheme 
which requires claimants to substantiate 
their claim when audited. Poor supporting 
documentation is the main source of dispute 
at audit and can catch out even good R&D 
claimants with eligible R&D activities, if R&D 
companies are not prepared to keep 
compliant records they are simply not 
eligible to claim the benefits.      

If you are undertaking R&D activities please 

call (as above) or email:

Gerry Frittmann gerry@tcf.net.au

David Tonkin  david@tcf.net.au

Dr Raja Mohan raja@tcf.net.au

Rick Eardley rick@tcf.net.au

Steven Danaskos steven@tcf.net.au

Ian Leal ian@tcf.net.au

Dr Robert Judd rob@tcf.net.au

Jenny Cammell jenny@tcf.net.au

Carlo Ramondetta carlo@tcf.net.au

Dr Terry Freund terry@tcf.net.au

Michael Valentine (MELB) michael@tcf.net.au

Lee-Ming Au (MELB) lee-ming@tcf.net.au
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