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Contemporaneous Documentation
Included in Pacific Coast’s R&D Credit Study

Basalite Technical Service
Technical Project 6/3/2005

Fly Ash Trals - Port Neal & Victorville Cement

Requested By: D Puskas Date:  04/24/2002 Product Type: Sack Mix
Opened By: Plant# 1403 Request Type: R&D
R 175 Distribution:

Identification of

Objective: Uncertainty
Test Victorville Cement content @ 15.8%

Determine optimum Class C fly ash replacement rates:
Vary coarse to fin i i

Resolution: Development of New or
Aggregates: Lemon Cove Improved Business
Cement: Victorville

Fly Ash: ISG Port Neal Class C Component

1. Control 15.8% - 45%CA

2. 25% Fly Ash - 4§%CA : P

3. 25% Fly Ash - 50%GCA Alternat.lves to Eliminate
4. 25% Fly Ash - 55%CA Uncertainty and

5. 25% Fly Ash - 60%CA .

6. 25% Fly Ash - 45%CA 55% Crusher Fines Process of Evaluation

Treasury Regulation Section 1.41-4(a)(5) Process of Experimentation
“A process of experimentation is a process designed to evaluate one or more
alternatives to achieve a result where the capability or the method of achieving that
result, is uncertain . . . . A process of experimentation must fundamentally rely on
principles of physical and biological sciences. . . and involves the identification of
uncertainty concerning the i i

the identification of one or more glternatives intended to eliminate that uncertainty,
and the identification and the conduct of a process of gvaluating the alternatives

(through, for example, modeling , simulation, or a systematic trial and error
methodology).




Contemporaneous Documentation

Included in Pacific Coast’s R&D Credit Study

Basalite Technical Service

Technical Project 6/3/2005
Adjustment of Clalite Mix designs
Requested By: D. Puskas Date:  05/25/2001 Product Type: Block
Opened By: Plant# 1401 Request Type: R&D
R 112 Distribution:
Hypothesis
Evaluated Alternatives (analysis)
Objective: \
Adjustment of Clalite Mix designs. Reduce cracldnﬂandevaluate ix for possible changes

o facilitate reduce core-bar cracking and production problems.

Resolution

530series

mix design trials in progress, 5-25-01.
Admixiure adopted in standard Mix des

Increased /

gns. 6-01-01

" &

Process of Experimentation
(systematic trial and error)

Improved Business Component
(quality and reliability)




Basalite Technical Service

Technical Project

6/3/2005

Fly Ash Trials - Phoenix & ISG - Victorville

Requested By: D Puskas Date: 04/30/2002
Opened By: Plant# 1403
TR 176

Objective:

Test Victorville Cement content @ 15%

Determine optimum Ciass C fly ash replacement rates
Vary coarse to fine aggregate ratios for optimum strengths
Compare ISG Port Neal to Phoenix

Resolution:

Aggregates: Lemon Cove
Cement: Victorville
Fly Ash: ISG Port Neal

Control - 15% Cement, 50% Sand, 50% Rock
25% Fly Ash, 50% Sand, 50% Rock
25% Fly Ash, 45% Sand, 55% Rock
30% Fly Ash, 50% Sand, 50% Rock
30% Fly Ash, 50% Sand, 50% Rock

BN =

Aggregates: Lemon Cove
Cement: Victorville
Fly Ash: Phoenix

1. 25% Fly Ash, 50% Sand, 50% Rock
2. 25% Fly Ash, 45% Sand, 55% Rock
3. 30% Fly Ash, 50% Sand, 50% Rock
4. 30% Fly Ash, 50% Sand, 50% Rock

*Victorville cement, Lemon Cove aggregates % as noted. T.Harold

Page: 3

Product Type: Sack Mix
Request Type: R&D

Distribution:

TR: 182



Basalite Technical Service

Technical Project

6/3/2005

Goshen - Fly Ash Replacement Trial

Requested By: D Puskas Date: 03/05/2002 Product Type: Sack Mix

Opened By: Plant# 1402 Request Type: R&D

R 162 Distribution:

Objective:

Determine Replacement rate of Cement/Fly Ash.

Resolution:

1. Run Control with 15.8% Cement using Victorville Cement.
2. Reduce Cement to 13.8% to determine Strength Performance against 15.8% Standard.
3. Replace 15% of Cement loading with Fly Ash A & with Fly Ash B.
Lab Batch: 8.06#/1.42#
4. Replace 20% of Cement loading with Fly Ash A & with Fly Ash B.
Lab Batch: 7.58#/1.9%
5. Replace 25% of Cement loading with Fly Ash A & with Fly Ash B.
Lab Batch: 7.11#/2.37#
6. Replace 30% of Cement loading with Fly Ash A & with Fly Ash B.
Lab Batch: 6.64#/2.84#
7. Replace 35% of Cement loading with Fly Ash A & with Fly Ash B.
Lab Batch: 6.16#/3.32#
8. Replace 40% of Cement loading with Fly Ash A & with Fly Ash B.
Lab Batch: 5.7#/3.78#
* Six 3 x 6 cylinders will be run from each batch. 3 each for 7 & 28 day strength testing.

Set time, Slump, & Aggregate Gradation will be included for each Lab Batch.
** Victorville cement, pre-blend Lemon Cove aggregates (55%sand 45%rock) T.Harold

Page: 83 TR:

170



http:5.7#/3.78
http:6.16#/3.32
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Basalite Technical Service

Technical Project 6/3/2005

Fly Ash Trials - Port Neal & Victorville Cement

Requested By: D Puskas Date:  04/24/2002 Product Type: Sack Mix
Opened By: Plant# 1403 Request Type: R&D
TR 175 Distribution:

Objective:

Test Victorville Cement content @ 15.8%
Determine optimum Class C fly ash replacement rates.
Vary coarse to fine aggregate ratios for optimum strengths

Resolution:

Aggregates: Lemon Cove
Cement: Victorville
Fly Ash: ISG Port Neal Class C

Control 15.8% - 45%CA

25% Fly Ash - 45%CA

25% Fly Ash - 50%CA

25% Fly Ash - 55%CA

25% Fly Ash - 60%CA

25% Fly Ash - 45%CA 55% Crusher Fines

OVOn O N =

Page: 2 TR: 176

= o
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[Merr-gi-20@9 o0B147] 1RS 9165745536 P.e2/E7
Internal R#venua Service ' Department of the Treas
Large and Mid-Size Business _ 4330 WATT AVE. iaid

SACRAMENTO iCA 95661

n-n:Aprlatm _ -

PACIFIC C JAST BUILDING PRODUCI'S. IN
A e FreTEs L

WHITE ROCK RD,, STE. 100 : Form Bslness Corporafion -
P.0. BOX < 19074 Yeues: March 31,2008

RANCHO {.ORDOVA CA 95741-9074 El;:-_v:mmi-p

Dear PACIFIC COAST BUILDING PRODUCTS, IN:
Onrrecma'mmmonof £ returns for the abave yee mwm

_ngudmgﬂnwmmuon.

If you have fnyquuhans,plmewnhbthqpemnwhosemmhshawnnﬁewpdthkm

or call that p eson at the teisphone mumber shown. I the mmber is outside your local éalling ares,
- :you will be ¢ arged a long-distance fe. If you prefer, you may call the IRS talephone lumber

listed in yow local directory. Anmploywﬂmvmybﬂnbletohelpyou,bmthhoﬁkumm
famitiar with your case.

Wheneveryt uwmeﬁons.plmemludeym__moodundtelsphommber.thebdsthmeﬁxm
to call you, a xd this letter. You may want to keep a copy of the letter for your records.

Lette) 882 (DO} (Rev, 8:1397) -
emna. Number 40427F

e I SR




A S, A T P S a4k S R LR T B

YAY-B1-2009 @847 IRS 9163745936 P.@4se7

le : 4 P-n-or!

: Depariaers of tha Tesseucy « kiurnsl Reverese nni -
Form 4805-A Eﬂmmmﬂ Mmmmmmcwm, ]

l Nane and /' o yer [ Form Number:
PACIFIC 1 (0AST BUILDING PRODUCTS, IN 11208
; " 10600 WE [TE ROCK RD., STE. 100 -
l P.0. BOX $19074 :
RANCHO CORDOVA, Californis 95741-9074
' tmui:mumuy.mmumwmm' Tax Parfod: 13/31/2008 Tumc?m‘m Tux Poriod: |,
| B ‘S
: - ]
_ e ;
; : -
o.
f' ' . .
. g9 i
l: 2. Total adjr stment 1o ordinary, mmuhuon-urmwm . :
: 3, Ordiniary, disyibutable net, or taxable jncome as reporied | 65,146,101.00,  1271049,103.00)
: 4, Comrectes , wmmamm 65,146,101.00] . 127049,103,00
l - 8, Other = aximents v SR ‘ 5
: -8 Netinc ne (losa) from rental real sstate acdvites TR LR 1
| © (1)Ad ustment cm ... [
g - (2) As “uported _ _ 283,634.00 233,289.00 .
l@ " (3) Corectad a 283,63400 2332%9.00f -
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Form 4564 - Department of the Treasury : Request Number:
- (Rov. Jan.1984) Internal Revenue Service . :
INFORMATION DOCUMENT REQUEST 5

To: (Name Of Taxpayer and Company, Division, or Branch) abject:

[Pacific Coast Buiiding Products
Submitted To:

Ken rwin
SAIN No.604-06

Date of Previous Requests:
"jloaseremwhhhsteddoctnnmtawreqm«hstedbelow i

Description of Documents Roquested b

1. Workpapers showing computation of the research credit on the 200503 and 200603
retumns:
2, Was any outside party involved in the cdculauon of me amounts of the qualifying
~ exponses and of the credit?
3. Was a study of the credit prepared by an outside party? Ifgo, provide a copy.

- - easa

- e e

RESPONSE DATE: 12/21/2007

. FROM: | Requesters Name, Address & Telephone Number: | Datc Of Request:
: Hary Potter, Revenue Agent
: : Internal Revenue Service ‘ 11/21/2007
o = _
Sacramento, CA 95821 (916) 974-5549 . A
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Form 4564 Department of the Treasury Request Number:
(Rev. Jan.1984) Internal Reverue Service 17

‘ INFORMATION DOCUMENT REQUEST i
To: (Name Of Taxpayer and Company, Division, or Branch) | Subject;
200503 & 200603
R&E Credit
Submitted To:
Pacific Coast Building Products _ - Ken Frwin
SAIN No. 802-04
Date of Previous Requests:
Please return with listed documents to requester listed below.

Description of Documents Requested

This Information Document Request concerns Pacific Coast Building Products, Inc,’s and
Subsidiaries (PCBP) Tax Credit under IRC §41 for the tax years ending March 31, 2005 and
March 31, 2006,

In responsé to a prior related request, PCPB provided & copy of certain cost accumulations for the
tax years ending March 31, 2005 and March 31, 2006 and an Executive Summary. The costs
accumulations were divided into “QRE Summary”, “Wages QRE”, “Supplies QRE” and

“ContmctRaearchQRB" [The Executive S MMmhmﬂumdmnM‘

notes that the detals of the stady was provided in three sets ofbindets,mely.
Accumulation Binders, Documentation Binders and a Base Period Binder. The Executive
Summary ulso references certain “Site Summary Memoranda”,

Please provide the following information:

+ The Executive Summary which assumedly accompanied a Research and
Development Tax Credit Study prepared for the tax year ending March 31, 2006.

o All portions of the Cost Accumulations Binders that were not included in the
sections “QRE Summary”, “Wages QRE", “Supplies QRE™ and “Contract
Research QRE” for the tax years ending March 31, 2005 and March 31, 2006.

» All portions of the Documentation Binders for the tax years ending March 31,
2005 and March 31, 2006, It is our understanding that this will include the “Site
Summary Memoranda” referenced in the Exeeutive Summary previously

- provided.

RESPONSE DATE: 10/16/2008

FROM: | Requesters Name, Address & Telephone Number: | Date Of Request:
Harry Potter, Revenue Agent
Internal Revenue Service 9/16/2008
4330 Watt Ave,

Sacramento, CA 95821 (916) 974-5549
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élcasa return with listed documments to requester listed below,

Form 4564 * Department of the Treasury Request Number:
(Rev. Jan.1984) Internal Revenue Service 17
INFORMATION DOCUMENT REQUEST
To: (Name Of Taxpayer and Compeny, Division, or Branch) | Subject:
. 200503 & 200603
R&R Credit
o Submitted To:
Pacific Coast Building Products . Ken Irwin
SAIN No, 802-04
Date of Previous Requests:

Description of Documents Requested

March 31, 2005 and March 31, 2006.

« All portions of the Base Period Binder(s) applicable to the tax years ending

'RESPONSE DATE: 10/16/2008

FROM: | Requesters Name, Address & Telephone Number:
Harry Potter, Revenue Agent

Internal Revenune Service

|| 4330 Watt Ave.

Sacramento, CA 95821 (916) 974-5549

Date Of Request:

9/16/2008
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In planning the audit strategy, remember that the Research
Credit Technical Advisor Team is available to help examiners
effectively allocate limited audit resources to those issues that
pose the greatest compliance risk.

Once the audit strategy has been addressed, a meeting should
be held with the taxpayer to gain a general understanding of how
the taxpayer reached its return (or claim) position. All members
of the audit team involved with the research credit issue should
attend this meeting. Consider sending a letter or issuing an
Information Document Request (IDR) prior to the meeting,
addressing potential subjects for discussion and documents to be
produced. Consider requesting that a taxpayer contact be
designated for the research credit issue. Some potential issues
for discussion and documents to be produced at the meeting are as
follows:

e Who prepared the research credit computation workpapers?

e What methodology was employed for capturing QREs reflected in
the research credit computation workpapers (i.e., estimates,
interviews, sampling, surveys, reviews of contemporaneous
documents, etc.)?

¢ What documentation and other substantiation are available to

support the taxpayer's claim for the research credit (including

the base years)?

e Was this documentation prepared contemporaneously with the
research activities?

¢ What legal standard(s), if any, did the taxpayer employ to
determine credit-eligibility?

lAt the meeting, find out whether the taxpayer sent|
|surveys/questionnaires to employees.| If so, request copies of
these surveys/questionnaires and responses and have the taxpayer
show how these were used in the research credit computation.
Also request any instructions that accompanied the
surveys/questionnaires.

Advise the taxpayer that interviews of current (and former)
employees and contractors may be conducted as part of the audit.
A tour of the research facilities should also be considered.
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7. SUBSTANTIATION AND RECORDKEEPING

At the commencement of the audit, the examiner should
discuss with the taxpayer the contemporaneous books and records
available to substantiate. the research credit claimed.
Contemporaneous books and records should form the basis of the
examination, and should be requested, as needed, in examining the
particular issues addressed in this audit techniques guide.

For example, the following types of documentation may be
helpful:

a. Chart of Accounts

b. Accounting and Finance Manuals
c. Organization Charts

d. Department Descriptions

e. Job Position Descriptions

£. Product Lists

Documentation of Experiments
h. Patent Applications*
- Workpapers Used to Compute QREs

Workpapers Used to Compute the Research Credit
By Workpapéers Used to Compute the Base Amount

L. Documentation on QREs/Gross Receipts from acquired/
disposed trades or businesses

The following information may assist the examiner in
understanding the appropriation of company resources or details
of research projects the taxpayer conducted during the
examination year:

¥ The examiner should note that the securing of a patent would usually occur
prior to the examination year, as research must first be performed before
securing a patent.
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a. Materials explaining research activities, including
brochures, pamphlets, press releases, and other
similar documents.

b. Submissions to management, the board of directors,
review committees or other similar groups regarding
research projects, activities, expenditures, and the
research credit.

& Documents prepared by or on behalf of internal audit,
including quarterly and annual reports that refer in
any manner to research activities.

d. Minutes, notes, or other similar recordings from
budget, board of directors, managerial or other
similar meetings concerning research activities.

e. Project authorizations, budgets, or work orders that
initiates a research project.

£. The internal authorization policies for approving a
research project.

g. Project summaries and/or progress reports and project
meeting minutes.

h. Field and lab verification data/summary data.

3 Research credit studies conducted by outside
consultants.

g . Papers, treatises, or other published documents
regarding the taxpayer’s research.

K. Complete copies of contracts (including all
modifications), letter agreements, memoranda of
understanding, or similar documents for research
performed by or on behalf of a third party.

The taxpayer bears the burden of proving its qualification
for the research credit. Welch v. Helvering, 290 U.S. 111
; Helvering v. Taylor, 293 U.S. 507 (1935); I.R.C. § 6001.

To meet its burden, the taxpayer must prove it engaged in
qualified research and substantiate the expenses incurred in the
alified research.




Research Credit Audit Techniques Guide
Page 34

The Research Credit Technical Advisor Team has posted sample
questions to the LMSB intranet website that can be used to

facilitate production of the relevant information. réredible oral

testimony may be helpful in evaluating and/or supplementing a

axpayer’s contemporaneous documentation.| To that end, it may be
necessary to conduct interxviews of taxpayer employees. A
Research Credit Technical Advisor can provide guidance on the
effective conduct of interxrviews.

Proposed Treasury Regulation section 1.41-4(d) provides that
the rules generally applicable under section 6001 provide
sufficient detail about required documentary substantiation for
purposes of the research credit. Treasury Regulation section
1.6001-1 requires the keeping of records "sufficient to establish
the amount of . . . credits, . . . required to be shown . . ."
The consequence of failing to keep sufficient records
substantiating a claimed credit may be denial of the credit. To
facilitate compliance and administration, the Service and
taxpayers may agree to guidelines for the keeping of specific
records for purposes of substantiating the research credit.

As mentioned previously, the Research Credit Technical
Advisor Team recommends considering, where appropriate, the use
of expedited resolution procedures including Advanced Issue
Resolution (AIR) and Pre-Filing Agreements (PFA). As a practical
matter, many substantiation issues could be eliminated if
taxpayers and the Service entered into gpecific research credit
record retention agreements. The best time to propose such an
agreement would likely be upon completion of the current
examination cycle. At that time the examiner, CAS, and the
taxpayer are in the best position to determine what taxpayer
records are necessary. If the parties enter into such an
agreement, the taxpayer will know what records need to be kept
and maintained in order for the Service to effectively and
efficiently audit the credit. Although such an agreement will
not resolve other audit issues, such as whether the activities
qualify under section 41(d), it should improve and expedite the
audit process to the mutual benefit of the parties.

The examiner should also consider issuing a Notice of
Inadequate Records, pursuant to Treasury Regulation section

1.6001-1(d), if the taxpayer does not keep sufficient or adequate

records to support the research credit claimed.
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