
Research & Development 
Tax Credits for Orthotic  
and Prosthetic Laboratories

Could your laboratory benefit from the Research and 
Development (R&D) tax credit program? This credit rewards 
companies who invest in the development or improvement 
of products, processes, and techniques.

Does Your Lab Qualify?
Is your laboratory:

How Much is the Credit?
The R&D credit is a dollar-for-dollar credit against the 
taxpayer’s federal income tax liability. The credit can be 
up to 20% of the cost of the taxpayer’s research and 
experimentation activities, including the cost of labor,  
over a calculated base amount.

Taxpayers who claim the credit benefit from the deduction  
in the year the expenditure is paid or incurred (or subsequent  
amortization expenditure in the event the taxpayer elects 
to capitalize its research costs for federal income taxes) 
and by claiming the tax credit, a dollar-for-dollar reduction 
of your federal tax liability.

Example Scenario:

YES NO

  Developing and designing new
custom orthotics and prosthetics?

  Testing new carbon fibers, resins,
plastics, laminating sleeves, 
interfaces, mold releases, and other 
materials?

  Experimenting with new products
deriving different alternatives using 
modeling and simulating technology 
(i.e. CAD/CAM)?

  Developing and testing new
techniques for assessing molds, 
accommodating different suspension 
types, and mounting orthotic and 
prosthetic devices?

If you answered yes to any of the above questions, 
you may qualify for the R&D tax credit program.

$5–10 Million
Lab’s Gross Revenue

$30,000 – $50,000
Potential credit for one year

10–15% Percentage of labor costs that go
toward research and experimentation activities

$100,000 – 150,000
Potential credit over a three to four year period











What Qualifies?
The R&D tax credit is calculated based on the expenditures  
attributed to a taxpayer’s qualified research activities. 
Qualified research activities are defined as those that 
meet the following four requirements:

Claim the Credit
Taxpayers claiming the credit must capture information 
necessary to prove that qualified research is taking place, 
while connecting the employees that perform qualified 
research to the activities themselves. Many times, these 
documents — including, but not limited to, pictures, 
notes, drawings, and emails — create nexus to the 
employees performing or supporting qualified research.

The team at Monetek is experienced in helping client’s 
document the needed information to claim the material. 
Jill Neuvirth has been leading Monetek’s efforts in O&P 
since 2003. Jill Neuvirth has been an above-knee amputee 
since 1985, so helping companies in this industry 
improve their cash flow so that they can keep innovating, 
is something that is near and dear to her heart. Jill is 
passionate about making life better for all suffering limb 
loss, and she sees the R&D Tax Credit as one vehicle for 
prosthetists and manufacturers to accomplish that.

What Does Not Qualify?
Qualified research projects may contain non-qualified
research activities. The Internal Revenue Code and its
regulations disallow the following activities:

• Research after the taxpayer has proved the
functionality of a new product or process

• Adaptation of an existing business component to a
particular customer’s requirement or need where
the research is not aimed at improving the business
component’s functionality, quality, performance,
or reliability

• Duplication or reverse engineering of an existing
business component

• Surveys, studies, market research, routine data
collection, or routine quality control

• Research conducted outside of the United States

• Research in the social sciences, arts, or humanities

• Research funded by contracts or grants regardless of
research outcome

Purpose
The purpose of the activity is for the development 
of a new or improved business component.

Process
The research activity must rely on a process of 
experimentation.

Uncertainty
The activity must eliminate technical uncertainty 
concerning the capability, method, or design for 
developing / improving the business component.

Technological
The activity must be technological in nature, 
meaning, the process of experimentation must 
use a scientific method.
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Ready to find out if your 
activities qualify?
Call us today or visit www.monetek.com

Jill Neuvirth

 (248) 647-2299
 jrn@monetek.com


