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alliantgroup, LP

o alliantgroup - Houston (national office), New York,
Boston, LA, Atlanta, Orange County, San Francisco,
San Diego, Seattle, Chicago, Denver and Miami

o alliantgroup - Has over 200 professionals nationwide

— Former “Big Four Partners” and Managers
— CPAs and Attorneys
— Engineers, Software Programmers, Chemists, Biologist, etc

» alliantgroup - Only specializes in government «_a
sponsored incentive programs. A



Executive Summary

17,700 firms claimed the credit in 2005

California reported the most activity with
Texas and Massachusetts following

1,100 firms took $5.7 B out of 7.2B (80%)
Manufacturing took 71.2% of the credit

Professional Services took 12.4% of the
credit

Historically the realm of the Fortune
1000 Firms
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1981-2001

 |dentify the QORAs — qualified research activities
— Was discovery test (patents, inventions)
— Was extensive documentation

e Calculate the QREs — qualified research
expenditures

— Wages
— Supplies
— Contractors
e Calculate the Credit — Form 6765
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Rule Change - New Regulations

Proposed 2001, Final 2003

— To keep innovation and creativity in the U.S.

The proposed and final regulations:
1. Eliminated the Discovery Requirement
2. Modified the Documentation Standard

R&D is no longer only:
— scientists, lab coats, patents, etc.

Clearly Defined: Congress made it clear through legislative history that
the credit should NOT impose unreasonable record-keeping requirements.

Increase in budget:
- $9B
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2001-2007

 |dentify the QRAs — qualified research
activities
— 4 criteria replaced discovery test

e Calculate the OREs — qualified research
expenditures
— Wages
— Supplies
— Contractors
e Calculate the Credit — Form 6765
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“Traditional” Versus “Tax”

Traditional Definition Tax Definition
“Four Main Requirements”

1. New or Improved Business
Component

2. Technological in Nature

3. Elimination of Uncertainty

4. Process of Experimentation

o, .
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We never forget who we 're working for™




1- New/Improved Business Component

Business Component Purpose Matrix

The Purposes of the R&D Activities Related to the:
Function | Performance | Reliability Quality | Durability

Product v v v v v

Process v v v

Computer Software v v v

Technique v v v

Formula v v v

Invention v v v
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2 -Technological in Nature

» Includes - Hard Sciences: Research must rely on principals of hard
sciences

* Physics

e Chemistry

* Biology

« Computer sciences
» Excludes - Soft Sciences: Research can not be in the soft sciences

» Economics

* Psychology

* Management sciences, etc.
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3 - Elimination of Uncertainty

» R&D Activities Must Be Intended to:
 Discover information

 Eliminate uncertainty concerning the companies capability,
process or final design.
» Exists if Taxpayer is Uncertain:
e Can We? — Can company develop the business component?

« How? - How can company develop the business component?

e Final Design ? — What will the final business component

look like?
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4 - Process of Experimentation

» Development Activities:

* Must evaluate a process and it’s alternative

» Must be designed to achieve a result that was uncertain at the outset
» May Involve:

* One or more hypothesis

* Testing and analyzing the hypothesis

* Refining or discarding the hypothesis as part of a design process
» Must Engage in Process of evaluating & testing alternatives through:
* Modeling

* Simulation

 Systematic trial and error

» Failure: The taxpayer does not need to “succeed”
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Skills Used

Chemists « Computer Scientists
Engineers e Attorneys
Biologists  Tax Attorneys
Programmers

Technical Writers — to document activities, defend
In case of audit/interpret code

CPA/Trusted Advisor
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What Makes this Credit so Powerful?

New Requlations Finalized December 2003

. Easier for a broader array of companies to qualify their activities as R&D

«  They provide greater flexibility in satisfying certain record keeping
requirements

Apply new regulations for all open tax years — (i.e. 2005, 2006, and 2007) =
Significant Cash Refunds Plus Interest

Middle-Market Companies typically conduct more R&D as a percentage of
revenue (i.e., CEO on down.... Marketing / Production / Administration /
Purchasing / Information Technology, Quality Assurance / Engineering / Other)

Conservative / Government Sponsored Incentive
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Results - R&D!

Industry Revenue Tax Credits
Apparel - Women’s High End Fashion $21 MM $804,000
Custom Bedroom Furniture $8 MM $100,000
Cabinet Manufacturer $63 MM $362,000
Nutritional Supplements $18 MM $218,000
Napa Winery $6 MM $220,000
Offshore Marine Construction Co. $250 MM $3,400,000
Software Development Co. $7 MM $800,000
Injection Molding Co. $100 MM $5,500,000
Job Shop / Manufacturing Co. $15 MM $400,000
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Form 6765 (2007)

 Reqular Credit
— 20% Eligible Expenses
— 13% Eligible Expenses (280c)

e Alternative Incremental Credit
— 3% — 5% over base

« Alternative Simplified Credit

— 12% over prior 3 year average QREs (6% I1f no_« &8 '
prior year QRES) ol
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Eligible Costs

Wages
Supplies
65% of Qualified Contract Research

Cannot Take Depreciable Assets
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ABC Range Corporation
Snapshot of 2007 Results

Total Qualified Wages $4,352,755
(approx 12% of total wages)

Total Qualified Supply $188,145

Costs

Total Qualified $1,463,858

Contractor Expenses

Net Federal Benefit
(Alternative Simplified Credit)

$344,044




ABC Range Corporation
Summary of Activities

Commercial Cooking Products
Project Cluster — alliantgroup’s team
identified and documented ABC'’s
process for developing and bringing to
market, as well as the new and improved
products which were (successfully or
unsuccessfully) developed through this
process

Refrigeration Projects — alliantgroup’s
team identified and documented fourteen
(14) new development projects
undertaken by ABC’s Refrigeration in
2007, including the design of a new
generation of controllers for refrigeration
units, a new gasket design for all
refrigerators, and the design of two.new
refrigerator models. -
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ABC Range Corporation
Summary of Activities, cont’d

Kitchen Clean-up Division — 450
Series Dishwasher — In 2007, all
activities conducted by the
Kitchen Clean-up division were
directed towards the design and
development of the new ABC 450
Series Dishwasher. Working with
ABC’s 8-man Kitchen Clean-Up
development team, alliantgroup
Project Managers identified and
documented the primary
development process utilized to
create the 450 Series, reviewed
the results of prototype tests,
sourced and documented the
qgualifying labor expenditures,
and drafted technical reports to
document and summarize the
information.
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1did 2. Banomombe Frar! Aneeas, Soulh Zoralrae Sl
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Foor ay 158, 2005

nMr. Bavin Goredyr
Alllantgraoup, LP
Thres Alverwayr
Swibe 1300
Houston, TX 77056

El=Aar koewin:

Allantgrcup, LF did an e=cellant ab in galling Sdvanced Contoaosite Maeleriels, LLG some wary
girsEia RALD iEx cradits.  Wa maare D eassd Wwith sour wars, and the valus you pravided to our

CICW TIHET Y

The staTat Aliantomous was <rnowlhedgeshis aqd compstarnt. Thay wara well ercanlzed anc oo
the orocass qulle 2asy. When we want Tho tFis agrasast, e theug bt thatr AED sex oredits we s
a lot of paln far litla vaiue,.  Wa wera plecasantly surprised, The wvalea brououc b to Acwvancad
Compoaita Matarals, LLS wias Immerse, anc the procsss was di-act ard stralghthormsand,

The big quaation asopla ask: wedld we use Alllartg-oup =gain? Thea answar is amn ure acuUrwacal
was.,  Woia woedld slse recommend Alfiantgrowo to othar comparnies who hevees ad & graowing RS&D
presence anc o=n banefit frem R&O tax credits,

Again, wwe wisk 1o thank yao far a oo o wsll done a&nd the excellem walve you offer, and wra wista you
mll tha Beast irn 2% TUTLIRS.

Zlncanzly,

Thomsea E. GOuasrklis=, PACe.
Prasldent & CEO



Flanders Filters, Inc.

531 Flanders Filter Road
Washington, NC 27889

| r (252) 946-8081 - Telephone
FOREMOST IN AIR FILTRATION (252) 946-4738 - Telefax

Handens / FFI© Flandens /. SEAL®
Fanders / PRECISIONAIRE® Flandew/CBL"

May 12, 2008

Alliantgroup, L.P.

5400 Westheimer Court,
Suite 700

Houston, Texas 77056

To whom it may concern,

I would like to thank Justin Goodson and the team at Alliantgroup, L.P. for their outstanding work on the
R&D Tax Credit study you prepared on behalf of Flanders Filters/CSC/GCS for tax years 2002-2005.

Initially, we were skeptical to engage in this study as we were concerned about the disruption it would
cause to our staff, but Mr. Goodson and his team conducted the study with the highest level of
professionalism while being respectful of our employee’s time.

His knowledge of the process resulted in a final report that was thorough and concise. It was apparent to
me that Alliantgroup approaches their business very seriously and with a deep commitment to serving
their clients through their due diligence in addressing the rigorous documentation that is necessary to a
study that is so complex in nature.

Justin Goodson and Neil Sheth performed two on-site visits wherein they took the time to tour our
facility, explaining the intricacies of the R&D Tax Credit and how they applied to the quality filter, clean-
room and containment filtration systems industry. He conducted in-depth technical interviews and
performed his due diligence in ascertaining the percentage of our wage allocations.

Flanders Filters plans to use these refunds to enhance our operating capital as we view these tax credits as
a critical source of funding for the continued growth of our company.

Again, T would like to express my heartfelt appreciation to Justin and the team at Alliantgroup, L.P. for

exceeding my expectations. I would highly recommend their professional services to every company that
could benefit from the reinvestment of tax refunds they are entitled to as the result of their R&D activities.

Sincerely,

FLANDERS FILTERS,

-

Kevin Boyd,
VP of Operations
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April 18, 2008

Fewin Corley

AlliantGroup

5400 Wiesthoimoer Court, Suite 700
Houston., TX 705G

Daar Kevin,

| wanted to takae some time to express my sppreciation for a job well done on my Ressarch
and Devaelopmeant Credit study and on my Sales and Use lax study. Wour company has done
the R&ED study two yvears in a row, at the completion of which | received a refund in excess of
S300, 000

| found yvour firm's weskly status updates to e a great way for me o keep in wouch with the
progress of the study. All of your stall has bacsn vary halpful and plaasant (o daal with. |
particularly want to recommend PMatt Hester and Canisl Lewicki. They really know their stuff. |
wish that you guys had mare of thesa typas of ideas

1 would not hesitate o recommend you and look forward to working with you for vears to come,

Sincaraly,

——

- ’_HI J::H = e
Lol T

(- - —
Crarek Hannacks, =
CEC and President
Hoelienoe
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Apnl 5, 2005

alliamigoous. LP
5400 Westhoimser Courl. Suiie SDH]
Houston, s X 77055

Ra- Tasiter of Recommeenaathon
T "Wham It May TConcsrm:

Jan Kimwme!l performed the 2003 — 2005 R&ED Sumely nx well as dthe 2008 acd 2007
Follow-Up Bl Stedes lor owr commaeny. He pxored thac efforn 1o onderstard o
busicess and 12 complexities and was wery schodole-minded doring the course wal the
proajest cwiile orgonizing and eondocting our discussions with agh sens.divily L oor
business comrmitrnentz. Additionally. his ability e commur.cates the specilic detmis of
the BED Credit and bow it applicc to our company cxocodod cxpectalions.

Om the whole, alllanigroup™s slel was very pur e snd rasponsive o our accds. The wors
prodoct was comprehensive anc Choroueh . and reflacted a Risgh lewel of dilipence. wear
afler year. We were ‘mpressed with ench Study e reecived and foand allisntgroup to be
highly professional and knowledgeabls., Our sxperismee with your ion has osen very
cncouraging, and [wonld highly recoimimesnd allianmipoius te anyons wion aosld hemstt
froan vour services.

Sincerely,

= l-:v—-;;'w

Tony Lammelin, CTPA
Chief Finanoial Odfhcer
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January 14, 2008

alliantgrous, LP
5400 Wastheirmer Court, Suite 70
Housbon, THA FFOSEG

e Recommendation Letter

To YWhorm it May Concem:

A faw yeoars ago | was infroduced o the people at the allia ntgroup to discass ae
RED tax cradit atudy that ultimatzly was of sigpnificant beEnefit 0 Oscar da lg
Rents, L.

Thanks o a vary informative and impressive prasentalion, an pint with the
attributes of our businaess as well, | was abla 1o get-a thorough 2nd complets
understanding af how the tax code applied to our sctivity.

Furthermore, alliantgroup work product was excallent and well documented and
their ability to daliver a first class produst which achieved projected results was

very imprassive. We found alliantgroup to be very professional, responsive and

kEnowlaedgeable.

Cwur exparience with the allizntgroup has been very posttive, arrd 1 would
recomnand thewn to anyone who may bensfit from thefr services_

Yours tma

|
Eff;/}b//

= CElio
O perating OfFfTear
car de= da Fonta, Lid.
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koevin Corley

Mlliarr Group

Three Riverway. Swaite 14904
Houstoeey, TX FTOSG

[Dear Koewrin,

I want to cxpress my appreciaticn for the work your [rom has done the past six (6) yoars
in comlucting cur Besearch and Developrment Tax Credac Sdy. Y ouwur firm has
dacumenmad tax credits of 37500000 pver this six (5 year poriod.

Your statf s ahility W cllezclively azsk the proper questions and gt The reguired
inforomation wilboul Lving up bipse amounts of my time or my slall™ s Lime was

impressive. We fel vour company an i depth knowledge of the Imtensal Revenue Code
an<d has a firm erasp of backup mlkyrmalion that is needed ncasc of an T.R.S, medic.

Please feel froe o wse my naime as a reterence as I would recormrmend youar Dom very
highly, We vk lrrward to using wour firon o condoce oar 20007 Vax Credit Study.

Sinoerel

AP A Pl

Pediehen=1 T.. Knail
Wice Presiwdent Finance

4557 5 Straer - Dymaha, Bobraska GE1TT - 402 THA AETE - base 402734 0518 - weerw zornorkalorg oo



Trek Eight. LLC

100 San Marcos Boulewvard
E Swuite X700
TR Ks San Marcos, CA 22089
Te0. 7. 4978

Fel.730.1965 Fasc

Angnast 29 2007

hdr. Jim Foster

alliantgroup, LF

Three Riverway., Suate 1400
Houston, Texas 770530

Dear Jioon,

I wanted to take just a moment to commend you and your team on the positive expenence we have had with
alliantgroup, LP. Being a very small technology firma, we were wholly unaware that we gqualified for the B& T tax
credits until our accountant suggested that we contact yvour fitm to review our payroll and development costs.

For a small, privately funded company., every little bit helps, and we were both surprised at how nnech we were giving
away umnnecessarily, as well as pleased that allhantgroup worked with ns to develop the tax credits we were ultimately
owed.

The team at alllantgrouap was both proactive and patient. and walked us through each part of the process in a clear and
conclse mamner, resulting in a final report that our accountant was able to use to file for sigmificant tax credits. I
absohrtely would not hesitate to reconmmend wvou, yvour team, or the alliantgroup to any fitm that desires your services.

Sincerely,

Jamue A Leasure
President
TrekEight ILT.C



How can alliantgroup’ serve you?

| |
/ | I'. Do you pay sales tax?
| '
v | DPD \
Do you design or Y Services v \3'4
develop products, Federal & State
processes, techniques, Hiring Credits ?aa;eﬂse%igfvi Do you export products
formulas, inventions or or services?
- - 2 ~ o
software HH“‘“& R&D EIE P
| Tax Credit
Services
IC-DISC
| Canada
| __» SR&ED SALT «
Do you conduct R&D Tax Cont.roversy Do yod pay state and
in Canada? Services local taxes?
A
Are you the subject of
an IRS or state audit?

800.564.4540 / www.alliantgroup.com



Contact Information

Kevin W. Corley, CPA
(713)376-1958 (Cell)
Kevin.Corley@alliantgroup.com
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