
Why HMRC is part 
of the R&D problem 
Paul Rosser explains the true cost of the R&D tax relief scandal and reveals who is to blame 

As I’ve written about previously, those behind disreputable R&D advisory firms are currently going to great 
lengths to avoid HMRC discovering that they are still helping companies with the submission of invalid 
and/or fraudulent R&D claims, as they desperately try to continue making money off the back of these 
questionable claims.  

Whilst HMRC do appear to be taking steps to identify these advisors and then using the powers at their 
disposal to deal with them, these attempts at anonymity by some advisors are fairly new and are in reaction 
to HMRC’s increased compliance measures, mainly the introduction of the Additional Information Form 
(AIF) which became mandatory in August 2023. 

The AIF requests the details of any advisor who assisted with the R&D claim. If details are included of an 
advisor that HMRC are already aware has a history of preparing invalid claims, then the chance of a 
compliance check is increased, so it makes sense that such advisors would want to keep their involvement a 
secret. 

Things haven’t always been this way though, just a few years ago even the worst R&D advisors would 
proudly provide their clients, and HMRC, a report with their name splashed all over it. At this time, HMRC 
weren’t really doing much to check R&D claims, and even less to stop dishonest advisors who had made 
convincing company owners to submit invalid R&D claims, a very lucrative practice.  

For an advisor willing to employ very good salespeople, and admin staff who didn’t ask too many 
questions, the sky really was the limit, with it being quite common for these advisors to go from start-up to 
generating tens of millions in revenue in just a few short years.  

However, now that HMRC have the submission of invalid/fraudulent R&D claims firmly in their sights, 
several of these high turnover advisors have closed down, their offices have shut, and their army of sales-
folk are seeking new employment.  

So, where does this leave their clients? Unfortunately, not in a great position in a lot of cases.  
I’ve spoken to over 50 company owners this year alone who used an advisor they believed to be 

reputable, and it was only when HMRC opened a compliance check recently that they realised they had 
been misled as to the validity of their R&D claim(s) and now face paying HMRC back a large sum of money, 
and these aren’t even the tip of the iceberg.  

To show the real-world damage these disgraceful advisors have caused and just how easy it was for 
them to operate, the following is the story of how one company owner found themselves in the unenviable 
position of owing HMRC over £100,000.  

Stephen runs a care home which has around 20 residents, which he purchased in the 1990s when the 
previous owner retired. 

Stephen and his wife work five or six days a week at the care home and also employ 14 full-time staff to 
ensure their residents’ needs are met.  

During 2020 and 2021, Stephen saw a big increase in his running costs due to the pandemic, especially 
as several of his staff were off for long periods with Covid, and so he had to use expensive agency staff to 
minimise the impact to the residents in his care.  

By the start of 2022, the finances of Stephen’s care home had been severely impacted by the preceding 
‘Covid years’. At that time he saw an advert in his care association newsletter that said that if a care home 
had developed any “diet or exercise plans to improve resident’s way of life” it would be “highly likely” that 
the care home would be due a sizeable refund from HMRC via R&D tax relief.  

As creating diet and exercise plans was something his care home did regularly, Stephen was naturally 
curious, if a little sceptical. 

He then spoke to other care home owners, who confirmed that they had made successful applications 
for R&D tax relief and had received tens of thousands from HMRC. 



Still not convinced it wasn’t a scam, Stephen spoke to his accountant, who told him that he didn’t do 
R&D claims as that wasn’t his field. So Stephen got in touch with the advisor he had seen in the care 
association newsletter, and he remembers that they seemed very knowledgeable about R&D tax relief and 
that they also stated they have dozens of highly skilled tax advisors who ensure that every claim submitted 
is legitimate. 

When Stephen did his own research and found that what the advisor had told him about there having to 
be uncertainty and an advance being sought was in line with what the HMRC website said about the 
conditions for an R&D claim. 

So he decided to proceed with an R&D claim as he felt there was nothing to lose – it seemed illogical 
that HMRC would pay out if, for any reason, he didn’t have a valid claim, and he didn’t have to pay the 
advisor any fees until HMRC approved his claim. 

After a very brief conversation with the advisor about the types of diet and exercise plans they create 
for residents, Stephen was asked to provide his accounts and tax returns for his two previous accounting 
periods, and a few days later was told that his application for R&D tax relief had been submitted. 

Seven weeks later, he couldn’t quite believe it when the advisor informed him that his claim had been 
checked by HMRC, approved, and the funds paid directly to them.  

After the advisor deducted their fee, Stephen was very pleased to receive just under £50,000 into his 
bank account as the result of his R&D claim.  

Stephen then used the advisor again for another R&D claim during 2023, this time receiving a little over 
£23,000, net of the advisor’s fees.  

Then, at the end of 2023, Stephen received a letter from HMRC which stated it was opening a 
compliance check into his R&D claims. This surprised him, as the advisor had told him numerous times that 
HMRC had already checked and approved his claims at the times they were submitted.  

After speaking to the advisor, Stephen was assured that this was normal practice by HMRC, there was 
nothing to be concerned about, and they would take care of everything for him.  

Two further letters were then received from HMRC over the next six months, with the last one stating that 
it had rejected Stephen’s R&D claims in full, and that his company had to pay back just over £100,000, plus 
interest and potentially a penalty.  

Now very worried, Stephen called the advisor, who told him that HMRC had incorrectly found his R&D 
claim invalid, and it was currently rejecting valid R&D claims a lot. They also showed him a letter the CIOT had 
sent to HMRC about the issue, which seemed to support what his advisor was telling him.  

The advisor told Stephen that the best course of action would be to request a review of the decision, 
which Stephen agreed to.  

The next few months while waiting for the outcome of the review were not peaceful for Stephen, as at the 
back of his mind some doubt started to appear. What if HMRC are right? It seemed too good to be true. How am I 
going to be able to pay back over £100,000? That money is gone, we used it to decorate the care home, replace the 
boiler and put in a dedicated exercise room for our residents. 

When Stephen received the review letter upholding the decision that his R&D claim was invalid, he was 
expecting it. But, faced with the prospect of having to pay back a large sum of money he simply didn’t have, 
when the advisor suggested the next step would be to apply for something called Alternative Dispute 
Resolution (ADR) he felt that he didn’t have much choice.  

Stephen was told by his advisor that the application for ADR had been submitted and while he waited for an 
update he started hearing rumours that his advisor had closed down. After several unsuccessful attempts to 
contact them by phone and email, Stephen realised that he may well have been the victim of fraud. 

Stephen then reached out to me and, after reviewing the correspondence with HMRC, it was very clear 
that the R&D claims submitted were, in fact, invalid. His previous advisor had not only lied to him but had also 
charged him over £30,000 in fees. 

At first, Stephen was shocked, then angry that he had been lied to, then guilty as he felt stupid that he 
hadn’t seen any warning signs. But he should only feel angry, not guilty, as from the outside disreputable 
advisors look very much like reputable ones. Even those of us working in the industry would find it very hard 
to tell the difference without seeing evidence of the claims they are submitting.  

Sadly, Stephen’s situation is very common and will become even more so as HMRC continue to target 
the R&D claims submitted by advisors they have identified as being behind hundreds of invalid R&D claims. 
Now many such advisors have been identified, HMRC are playing catch up by looking at all of the historic 
R&D claims submitted by those disreputable advisors. 

Many of those company owners affected are now facing the very real possibility of the business they 
have spent years building going under, as they simply don’t have the money to repay HMRC – especially as 



they have little chance of recovering the high fees they paid to their advisor (often 25%-35% of their claim 
value).  

Even clients of those advisors who had Professional Indemnity Insurance (PII) might find this won’t cover 
any fees paid, as some policies exclude cover where misconduct or fraud has taken place, and often the level 
of total cover is insufficient to ensure all of the advisor’s clients will be able to make a claim.  

While responsibility for Stephen’s situation lies with the advisors who were behind vast amounts of 
invalid R&D claims being submitted, either due to fraud or incompetence, should HMRC take some of the 
blame? 

Well yes, it should, for inadequate checking of the R&D claims being submitted, and failure to act quickly 
on intelligence provided to them in relation to what these advisors were doing, which allowed them to 
operate for several years. While we have seen HMRC take legal action against some of these types of 
advisors recently, this is of little comfort to the company owners who now find themselves having to pay 
HMRC back large sums of money, or potentially close down their business, making any staff redundant.  

It is also not only R&D tax relief that dishonest advisors have been using to line their pockets. Several other 
areas of tax avoidance have also been identified by HMRC recently, including GDPR tax relief, Landlord Tax 
avoidance schemes (Property 118 and Less Tax for Landlords), and the submission of invalid claims for Stamp 
Duty Land Tax (SDLT), to name but a few.  

Why didn’t HMRC notice and stop these rogue advisors sooner? It is not like they kept quiet about what 
they were doing and for years were advertising heavily on social media, in trade magazines and even in the 
mainstream press.  

It can only be for one of two reasons. Either it did notice and decided not to act, or it didn’t notice what 
was happening.  

If it is the former then that is very concerning, and an investigation to find out why should be launched, as 
invalid/fraudulent R&D claims alone are estimated to have cost the country £10bn in lost tax revenue. 

If, however, it is the latter, then HMRC need to change its approach and employ a dedicated team of 
people whose only job is to scour the internet, to identify advisors who might be involved with tax avoidance 
schemes, or who are behind the submission of invalid claims for legitimate reliefs. Those identified can be 
investigated, and if necessary further action taken to limit the number of people who, like Stephen, can very 
easily become the victims of fraud when HMRC fail to deal with unethical tax advisors quickly.  

I hope you enjoyed reading this article and if you would like to discuss any of the points raised, or anything 
else in relation to abuse of the R&D tax relief system, then please do get in touch. 
• Paul Rosser is the founder of R&D Consulting Ltd. Email  

paul@randdconsulting.co.uk or call 0330 660 0474 

 


