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alliantgroup LPalliantgroup, LP
• alliantgroup - Houston (national office), New York, 

Boston LA Atlanta Orange County San FranciscoBoston, LA, Atlanta, Orange County, San Francisco, 
San Diego, Seattle, Chicago, Denver and Miami

• 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 
sponsored incentive programs.  
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Executive Summary
• 17,700 firms claimed the credit in 2005
• California reported the most activity withCalifornia reported the most activity with 

Texas and Massachusetts following
• 1,100 firms took $5.7 B out of 7.2B (80%)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• Professional Services took 12.4% of the 

credit
• Historically the realm of the Fortune• Historically the realm of the Fortune

1000 Firms
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1981-2001
• Identify the QRAs – qualified research activities

W di t t ( t t i ti )– Was discovery test (patents, inventions)
– Was extensive documentation

• Calculate the QREs – qualified research 
expenditures

W– Wages
– Supplies
– Contractors

• Calculate the Credit – Form 6765
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Rule Change - New RegulationsRule 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 Standard2. 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:• Increase in budget:
– $9B
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2001-2007
• Identify the QRAs – qualified research 

activities
– 4 criteria replaced discovery test

• Calculate the QREs – qualified research q
expenditures
– Wages
– Supplies
– Contractors

• Calculate the Credit – Form 6765
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“Traditional” Versus “Tax”
Traditional Definition Tax Definition

“Four Main Requirements”q

1. New or Improved Business 
Componentp

2. Technological in Nature

3. Elimination of Uncertainty

4. Process of Experimentation
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1- New/Improved Business Component
Business Component Purpose Matrix

The Project’s
Business Component

The Purposes of the R&D Activities Related to the:

Function Performance Reliability Quality Durability

Product

Process

Computer Software

Technique

Formula

Invention
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2 -Technological in Nature
Includes - Hard Sciences: Research must rely on principals of hard 
sciences

• Physics• Physics

• Chemistry

• BiologyBiology

• 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 Uncertaintyy
R&D Activities Must Be Intended to:

• Discover informationDiscover information

• Eliminate uncertainty concerning the companies capability,

process or final design.p g

Exists if Taxpayer is Uncertain:

• Can We? – Can company develop the business component?

• How? – How can company develop the business component?

• Final Design ? – What will the final business component

look like?
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4 - Process of Experimentationp
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• 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

• SimulationSimulation

• Systematic trial and error

Failure: The taxpayer does not need to “succeed”
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Skills Used
• Chemists • Computer Scientists

• Engineers

Biologists

• Attorneys

Tax Attorneys• Biologists

• Programmers

• Tax Attorneys

• 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?
1. New Regulations 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

2. Apply new regulations for all open tax years – (i.e. 2005, 2006, and 2007) = pp y g p y ( )
Significant Cash Refunds Plus Interest

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

4. 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 000Custom Bedroom Furniture $8 MM $100,000

Cabinet Manufacturer $63 MM $362,000

Nutritional Supplements $18 MM $218,000pp ,

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)( )
• Regular Credit

20% Eli ibl E– 20% Eligible Expenses
– 13% Eligible Expenses (280c)

• Alternative Incremental Credit 
– 3% – 5% over base

• Alternative Simplified Credit
– 12% over prior 3 year average QREs (6% if no 

prior year QREs)
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Eligible CostsEligible Costs
• Wages

• Supplies

• 65% of Qualified Contract Research

• Cannot Take Depreciable Assets
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ABC Range Corporation
S h f 2007 R lSnapshot of 2007 Results

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

Total Qualified Supply $188,145Total Qualified Supply 
Costs

$188,145

Total Qualified $1,463,858Q
Contractor Expenses

$ , ,

Net Federal Benefit $344,044
(Alternative Simplified Credit)
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ABC Range Corporation
Summary of ActivitiesSummary of Activities

Commercial Cooking Products 
Project Cluster – alliantgroup’s team 
identified and documented ABC’sidentified 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’sRefrigeration Projects alliantgroup s 
team identified and documented fourteen 
(14) new development projects 
undertaken by ABC’s Refrigeration in 
2007 i l di th d i f2007, 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 g , g
refrigerator models.



ABC Range Corporation
Summary of Activities cont’dSummary 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 450development 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 reviewedcreate the 450 Series, reviewed 
the results of prototype tests, 
sourced and documented the 
qualifying labor expenditures, 

d d ft d t h i l t tand drafted technical reports to 
document and summarize the 
information.
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