How do Restaurants qualify for the R & D Tax Credit

Under Internal Revenue Code Section 41, a business may qualify if it is developing or
improving a product, process, technique, formula, or software and there is technical
uncertainty and experimentation involved.

Restaurants do this far more often than they realize.

Here are the main ways a restaurant can qualify:

1. New Menu Item Development

When chefs experiment to create new dishes, they often go through a trial-and-error process,
which is exactly what the IRS looks for.

Qualifying activities can include:

» Testing different ingredient ratios

* Trying different cooking temperatures or techniques
» Developing sauces, marinades, or recipes

* Adjusting shelf life or food stability

* Testing plating or preparation methods

Example:

A restaurant spends months testing a new signature burger recipe with different grinds, fat
ratios, seasoning blends, and cooking methods.

That experimentation time may qualify as R&D.
Eligible costs can include:
* Chef wages

» Kitchen staff assisting testing
* Ingredient costs during experimentation



2. Process Improvements in the Kitchen

Restaurants often try to improve speed, consistency, and efficiency in food preparation.
Examples:

* Developing a faster prep process for high-volume dishes

* Testing batch cooking methods

» Redesigning kitchen workflow

* Improving food safety processes

* Reducing food waste through new techniques

Example:

A restaurant redesigns their kitchen workflow to cut ticket times from 12 minutes to 8 minutes.

The experimentation involved in figuring out the best process can qualify.

3. Packaging & Delivery Innovation

With the rise of Uber Eats, DoorDash, and takeout, restaurants experiment heavily with
packaging.

Qualifying examples:

* Testing containers to keep food crispy

* Designing packaging that prevents sogginess
* Experimenting with heat retention

* Developing meal kits or travel-friendly meals

Example:

Testing different packaging materials to prevent fries from becoming soggy during delivery.



4. Software or Technology Development

If a restaurant develops or customizes technology, it may qualify.
Examples:

* Custom POS integrations

* Proprietary ordering systems

* Kitchen automation software

* Inventory management algorithms

Even internal-use software can qualify.

5. New Cooking Techniques

Experimentation with cooking processes can qualify, such as:

* Sous-vide techniques

 Fermentation processes

* Smoke infusion methods

* Temperature and timing experiments

Example:

Developing a fermentation process for house-made hot sauce.

What Costs Can Qualify &

Typical qualifying expenses include:

* Chef wages

» Kitchen staff wages during testing

* Manager supervision of experimentation

* Ingredient costs used in testing

* Contractor payments for development work



Typical Restaurant Credit Size

For independent restaurants, the R&D credit is often:
$15,000 — $150,000+

Larger restaurant groups can see:

$200K - $1M+

And it can typically be claimed for the previous 3 tax years.

Interesting stat:
Over 80% of eligible businesses never claim the R&D tax credit.



The 7-Question Restaurant R&D Discovery

£} Menu Innovation

“Do you or your chef regularly test new menu items or recipes before they go on the menu?”
What you’re listening for:

* seasonal menu changes

* new sauces or dishes

* recipe experimentation

If yes — strong indicator.

£3 Recipe Testing

“When developing a new dish, do you usually have to try different ingredients, cooking
temperatures, or methods before you get it right?”

This establishes trial and error, which is a core requirement of the R&D credit under Internal
Revenue Code Section 41.

E) Kitchen Process Improvements

“Have you ever experimented with ways to speed up prep time or improve kitchen workflow?”’
Examples they may mention:

* batch cooking

* new prep stations
* reducing ticket time

3 Delivery & Packaging

“With all the takeout and delivery these days, have you tested different packaging to keep food
fresh or prevent it from getting soggy?”’

This often triggers stories about trial-and-error packaging tests.



E) Signature Items

“Do you have any signature dishes that took a lot of testing to perfect?”

3 Kitchen Equipment Experiments

“Have you ever experimented with different cooking equipment or techniques to improve
consistency or quality?”

Examples:
» smokers
* sous-vide

* specialty ovens
« fermentation

£24 Menu Changes

“How often do you change or improve your menu each year?”
Typical answers:

* quarterly

* seasonal

» monthly specials

Each change often involves experimentation time.

Little-known fact:
Many restaurant groups like Chipotle Mexican Grill and Starbucks have claimed R&D credits
related to food innovation and process development.
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