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Overview  

In 2013 Texas adopted into law House Bill 800 (“HB800”), which allowed taxpayers to elect to either claim a 
sales/use tax exemption for the purchase of tangible personal property used for research and development 
(“R&D”) activities or take an R&D credit against the franchise tax for qualifying research expenditures.1  On 
March 27, 2015, the Texas Comptroller is scheduled to issue rules (effective April 5, 2015, and applicable to 
franchise tax reports originally due on or after January 1, 20142) related to several of the new provisions, 
including rules concerning amended reports applicable where a taxpayer desires to claim a credit that was not 
claimed previously or to repay a credit taken previously and instead claim exemption from sales and use tax.3  In 
this Tax Alert we summarize the credit, the exemption and the new rules, focusing on the amended report 
procedures and requirements.   

Sales/Use Tax Exemption 

The sales/use tax exemption became effective January 1, 2014,4 and will expire on December 31, 2026.5  The 
exemption applies to the sale, storage or use of depreciable tangible personal property directly used in “qualified 
research” if the property is sold, leased, rented to or stored or used by a person who is engaged in “qualified 
research.”6  The exemption is not available if the taxpayer (or another member of the taxpayer’s combined 
franchise tax group) claims an R&D credit on its franchise tax return for the period.7  

Taxpayers must register with the Comptroller’s office before claiming the exemption on qualifying purchases.8  
Registration may be performed either by using the Comptroller’s online registration system or by filing Form AP-
234, Texas Registration for Qualified Research and Development Sales Tax Exemption.9  Upon completion of 
the registration, the Comptroller will issue to the taxpayer a Texas Qualified Research Registration Number 
(“Registration Number”).10  Taxpayers must furnish a Texas Qualified Research Sales and Use Tax Exemption 
Certificate (Form 01-931) to the retailer when claiming the exemption and must file an Annual Information 
Report with the Comptroller’s office on or before March 31 of the year immediately following the calendar year in 
which they claimed the exemption.11     

Franchise Tax Credit 

The R&D Credit is available on returns originally due on or after January 1, 2014, and will expire on December 
31, 2026.12  The amount of the credit is 5% of the difference between: 

 the qualified research expenses incurred in Texas during the period on which the report is based; and 

                                                           
1 Acts 2013, 83rd Leg., Reg. Sess., ch. 1266 (H.B. 800 adopted Jun. 14, 2013) §§ 2, 3, 6, 7.  For more information regarding H.B. 800 and 
H.B. 500 (Acts 2013, 83rd Leg., Reg. Sess., ch. 1232 adopted Jun. 14, 2013), see our Tax Alert dated June 17, 2013, available here.   
2 34 Tex. Admin. Code § 3.599(a)(1). 
3 34 Tex. Admin. Code § 3.599, available here.  Note that the Comptroller’s website available here (last visited Mar. 23, 2015) provides: “A 
person cannot claim both the sales tax exemption and the franchise tax credit for the same period.  The election to claim the sales tax 
exemption or take the franchise tax credit is not permanent and can be changed.” 
4 Acts 2013, 83rd Leg., Reg. Sess., ch. 1266 (H.B. 800) §§ 5, 7. 
5 Tex. Tax Code § 151.3182(f). 
6 Tex. Tax Code § 151.3182(b).  The term “qualified research” will have the same meaning as that applicable in I.R.C. § 41.  
7 Tex. Tax Code § 151.3182(b)(2)).   
8 See, Texas Comptroller of Public Accounts, Sales Tax Exemption or Franchise Tax Credit for Qualified Research Effective Jan. 1, 2014, 
available here (last visited Mar. 23, 2015). 
9 Id. 
10 Id. 
11 Id. 
12 Acts 2013, 83rd Leg., Reg. Sess., ch. 1266 (H.B. 800) §§ 6, 7.  Note, however, the expiration will not affect the unused credit 
carryforwards allowed under Tex. Tax Code §171.659.  Tex. Tax Code § 171.665. 

http://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-mts-alert-texas-enacts-franchise-tax-bills-022515.pdf
http://texreg.sos.state.tx.us/public/regviewer$ext.RegPage?sl=R&app=1&p_dir=&p_rloc=301558&p_tloc=&p_ploc=&pg=1&p_reg=301558&ti=34&pt=1&ch=3&rl=599&issue=03/27/2015&z_chk=
http://www.window.state.tx.us/taxinfo/qualified_research/
http://www.window.state.tx.us/taxinfo/qualified_research/
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 50% of the average amount of qualified research expenses incurred in Texas during the three tax 
periods immediately preceding the period on which the report is based.13 

The tax credit is not available for any qualified research expense incurred in Texas during the period on which a 
report is based if the taxpayer (or another member of the taxpayer’s combined franchise group) claims a 
sales/use tax exemption under Tex. Tax Code § 151.3182 during that period.14   

If the taxable entity has no qualified research expenses in Texas in one or more of the three tax periods 
preceding the period on which the report is based, the credit for the period on which the report is based equals 
2.5% of the qualified research expenses incurred in Texas during that period.15   

The credit is limited to 50% of the amount of franchise tax due before any other applicable tax credits.16  The 
credit can be carried forward for 20 consecutive reports.17  Credits are considered to be used in the following 
order: 

 R&D credit carryforward generated prior to January 1, 2008; 

 R&D credit carryforward pursuant to H.B. 800; and 

 Current year R&D credit.18 

The R&D credit cannot be conveyed, assigned or transferred unless all the assets of the taxable entity are 
conveyed, assigned or transferred in the same transaction.19   A taxpayer must apply for the credit on the tax 
report for the period in which the credit is claimed.20   

New Comptroller Rules 

The majority of the Comptroller’s new rules mirror the statutory provisions discussed above as related to the 
franchise tax R&D credit.21  However, the rules include additional language providing a process for amending a 
franchise tax report, either to: (1) claim a credit that was not claimed previously; or (2) repay a credit taken 
previously for franchise tax purposes and instead claim exemption from sales and use tax for qualifying R&D 
purchases.22   

Under the new rules (effective April 5, 2015, and applicable to franchise tax reports originally due on or after 
January 1, 201423), the process for filing an amended report differs depending upon whether a taxpayer or a 
member of its combined reporting group had a Registration Number (issued by the Comptroller so that the 
taxpayer may claim the R&D sales tax exemption24) for the period the taxpayer intends to claim a credit.  If a 
taxpayer or a member of its combined reporting group did not have an active Registration Number for the period 
it intends to claim an R&D credit, the taxpayer or member of its combined group may file an amended report to 
claim the credit.25   

Alternatively, if a taxpayer or a member of its combined group had a Registration Number for the period it 
intends to claim an R&D credit, the taxpayer or member of the combined group must submit a written request to 
the Comptroller to cancel the registration before claiming the credit.  Along with that request, the taxpayer must 
supply the following information: (1) the tax period for which it intends to claim the credit; (2) a statement 
whether sales and use tax exempt purchases were made and, if such purchases were made; (3) “an original or 

                                                           
13 Tex. Tax Code § 171.654(a).  Note that if the taxable entity contracts with one or more public or private institutions of higher education for 
the performance of qualified research, the credit will be 6.25% of the difference referenced above.  Tex. Tax Code § 171.654(b). 
14 Tex. Tax Code § 171.653(a). 
15 Tex. Tax Code § 171.654(c).  Likewise, if the taxable entity contracts with one or more public or private institutions of higher education for 
the performance of qualified research, but has no qualified research expenses in Texas in one or more of the three tax periods preceding the 
period on which the report is based, the credit for the period on which the report is based equals 3.125% of all qualified research expenses 
incurred during that period.  Tex. Tax Code § 171.654(d). 
16 Tex. Tax Code § 171.658. 
17 Tex. Tax Code § 171.659. 
18 Tex. Tax Code § 171.659(1)-(3). 
19 Tex. Tax Code § 171.660. 
20 Tex. Tax Code § 171.661. 
21 34 Tex. Admin. Code § 3.599. 
22 34 Tex. Admin. Code § 3.599(m). 
23 34 Tex. Admin. Code § 3.599(a)(1). 
24 34 Tex. Admin. Code § 3.599(b)(8).  
25 34 Tex. Admin. Code § 3.599(m)(1).  Note that this provision only applies if a report was originally due and filed after the effective date of 
34 Tex. Admin. Code § 3.599 and a credit was not claimed.  Id.  As specified in 34 Tex. Admin. Code § 3.599(a)(1), 34 Tex. Admin. Code § 
3.599 applies to “franchise tax reports originally due on or after January 1, 2014.”   
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amended sales and use tax report with tax due, penalty and interest for the sales tax periods that cover the tax 
exempt purchases.”26   

In addition, if a report was filed claiming the R&D credit and a taxpayer later decides to instead claim a sales 
and use tax exemption, the taxpayer must: (1) file an amended franchise tax report that does not claim the credit 
and pay any tax, penalty and interest due; (2) apply for a Registration Number; and (3) file a request for a sales 
and use tax refund.27 

Contacts 

If you have questions regarding the R&D exemption or credit, the Comptroller’s new rules or other Texas tax 
matters, please contact any of the following Deloitte Tax professionals. 

Russell Brown 
Partner 
Deloitte Tax LLP, Dallas 
rubrown@deloitte.com 
(214) 840-7533 

Pamela Downs 
Partner 
Deloitte Tax LLP, Dallas 
pdowns@deloitte.com 
(214) 840-7572 

Robert Topp 
Director 
Deloitte Tax LLP, Houston 
rtopp@deloitte.com 
(713) 982-3185 

 
Brad Brookner 
Director 
Deloitte Tax LLP, Houston 
bbrookner@deloitte.com 
(713) 982-4897 
 
Ty Ternet 
Manager 
Deloitte Tax LLP, Dallas 
tternet@deloitte.com 
(214) 840-1013 

 
Andy Robinson 
Partner 
Deloitte Tax LLP, Houston 
arobinson@deloitte.com 
(713) 982-2960 
 

 
Jacob Aguero 
Senior Manager 
Deloitte Tax LLP, Houston 
jaguero@deloitte.com 
(713) 982-4246 

The authors of this alert would like to acknowledge the contributions of Grace Taylor to the drafting process.  
Grace is a Tax Consultant working in the Houston Multistate Tax Practice of Deloitte Tax. 

This alert contains general information only and Deloitte is not, by means of this alert, rendering accounting, 
business, financial, investment, legal, tax, or other professional advice or services.  This alert is not a substitute for 
such professional advice or services, nor should it be used as a basis for any decision or action that may affect 
your business.  Before making any decision or taking any action that may affect your business, you should consult 
a qualified professional advisor.  Deloitte shall not be responsible for any loss sustained by any person who relies 
on this alert. 

About Deloitte 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”), its network of 
member firms, and their related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also 
referred to as “Deloitte Global”) does not provide services to clients. Please see www.deloitte.com/about for a detailed description of 
DTTL and its member firms. Please see www.deloitte.com/us/about for a detailed description of the legal structure of Deloitte LLP and its 
subsidiaries. Certain services may not be available to attest clients under the rules and regulations of public accounting.   

Copyright © 2015 Deloitte Development LLC.  All rights reserved. 
Member of Deloitte Touche Tohmatsu Limited 

 

                                                           
26 34 Tex. Admin. Code § 3.599(m)(2)(A), (B).  
27 34 Tex. Admin. Code § 3.599(m)(3)(A)-(C).  

mailto:rubrown@deloitte.com
mailto:pdowns@deloitte.com
mailto:rtopp@deloitte.com
mailto:bbrookner@deloitte.com
mailto:tternet@deloitte.com
mailto:arobinson@deloitte.com
mailto:jaguero@deloitte.com
http://www.deloitte.com/about
http://www.deloitte.com/us/about

