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»SUBJECT

R&D TAX CREDIT EXTENDED FOR
2010 AND 2011 CALENDAR-YEAR
EXPENSES

»INTRODUCTION

President Obama signed today the Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010 (“2010 Tax Relief Act”), extending
Internal Revenue Code Section 41’s Credit for Increasing Research Activities (“R&D
Tax Credit”) for expenses paid or incurred during the period January 1, 2010,
through December 31, 2011. No other changes to the credit were passed as part of
this legislation.

FIN 48/ASC Topic 740 Implication: Companies who haven’t recognized a financial-
statement benefit for their federal R&D tax credit for expenses paid or incurred
during the period January 1, 2010, through December 31, 2011, should review their
facts to determine whether and to what extent they may now be able to do so.

»BACKGROUND

The R&D tax credit provides a credit against regular federal income tax liability
equal to up to 20 percent of eligible spending for qualified services. Generally,
“qualified services” include activities intended to develop or improve the
functionality and performance of products, manufacturing processes, and
software, to the extent such activities rely on engineering or the physical or
computer sciences.

Please let me or one of our R&D Leaders know if you have any questions about
the credit, its treatment for FIN-48/ASC-Topic-740 purposes, or whether your
company or clients may be eligible.
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The Tax Practice at BDO is among the largest tax advisory practices in the United States. With 40 offices and more than 400 independent alliance firm
locations in the United States, BDO has the bench strength and coverage to serve you.

BDO is the brand name for BDO USA, LLP, a U.S. professional services firm providing assurance, tax, financial advisory and consulting services to a
wide range of publicly traded and privately held companies. For 100 years, BDO has provided quality service through the active involvement of
experienced and committed professionals. As an independent Member Firm of BDO International Limited, BDO serves multinational clients through a
global network of 1,138 offices in 115 countries.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and
forms part of the international BDO network of independent member firms. BDO is the brand name for the BDO network and for each of the BDO
Member Firms. For more information please visit: www.bdo.com.

To ensure compliance with Treasury Department regulations, we wish to inform you that any tax advice that may be contained in this
communication (including any attachments) is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related
penalties under the Internal Revenue Code or applicable state or local tax law provisions or (ii) promoting, marketing or recommending to another
party any tax-related matters addressed herein.

Material discussed in this tax alert is meant to provide general information and should not be acted on without professional advice tailored to your
firm's individual needs. Copyright © 2010 BDO USA, LLP  www.bdo.com



