Why would Engineering Firms qualify for R & D Tax Credits?

Engineering firms are one of the strongest and most consistent qualifiers for the R&D Tax
Credit under Internal Revenue Code Section 41—because their core work naturally involves
solving technical problems and designing new or improved systems.

Here’s a clear, business-friendly way to explain it (great for prospects | ):

Why Engineering Firms Qualify for the R&D Tax
Credit

1. They Solve Technical Uncertainty

Engineering projects rarely start with a guaranteed outcome.
“Will this design meet load requirements?”’
“Can this system perform under real-world conditions?”’

e “What materials or configuration will work best?”

That uncertainty is a key requirement for the credit.

2. They Go Through a Process of Experimentation
Engineers don’t guess—they test, model, and iterate.
Typical qualifying activities:

e CAD modeling and simulations

e Prototyping and redesign

o Testing different materials or configurations

o Evaluating performance under varying conditions

This trial-and-error process is exactly what the IRS looks for.



3. They Design or Improve Products & Processes

Even if they’re not inventing something “brand new,” engineering firms qualify by:
e Improving existing designs
o Customizing solutions for specific clients

o Increasing efficiency, durability, or performance
e Reducing cost or material usage

The credit applies to improvements, not just inventions.

4. Their Work Is Technical in Nature

To qualify, the work must rely on hard sciences like:
e Mechanical engineering
e Civil/structural engineering
o Electrical engineering

e Environmental engineering

Engineering firms check this box on nearly every project.

5. They Develop Custom Solutions (Not Off-the-Shelf Work)
Most engineering firms don’t just copy/paste designs.
Examples:

o Designing a foundation for unique soil conditions

e Creating custom HVAC or electrical systems

o Engineering site-specific infrastructure

e Developing new manufacturing or production processes

Customization = strong R&D qualification.



Real-World Examples

Engineering firms often qualify for work like:

Structural design for unique buildings

Civil/site development with drainage challenges
Electrical system optimization

Mechanical system redesign for efficiency

Energy modeling and sustainability improvements

¢ What Expenses Qualify?

Engineer and designer wages

Project managers involved in technical work
CAD designers and drafters

Supplies used in testing/prototyping

Some contractor costs

Simple Way to Say It to a Prospect

“If your engineers are solving problems, testing solutions, and improving designs—you’re likely
already doing R&D. The government rewards that with a tax credit.”
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