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CAN AD~~ Canada lnvestissement 

Quebec 
GROWING JUST GOT EASIER 

STRETCHING YOUR R&D BUDGET THROUGH 

PARTNERSHIPS AND ALLIANCES 

7:30AM - 8:ooAM 

8:ooAM - 8:10AM 

8:1oAM - 9:1oAM 

9:45AM - 1o:oo AM 

ro:oo AM - n:oo AM 

n:ooAM 

Tuesday, October 20, 2009 
7:30a.m. - n:oo a.m. 

Agenda 

Registration and Networking 

CONNECT Welcome: 
Bethany Kraynack Program Director, CONNECT 

Opening Remarks: 
Sean Barr, Consul & Trade Commissioner, Consulate of Canada 

Canada's Research & Development Tax Credit Program and 

Additional Incentives 
Martin Vezina, Tax Partner, Deloitte & Touche (Montreal) 

Bruce McCarley, Partner, Deloitte &Touche (Toronto) 

San Diego Case Study: Ambit BioSciences 
Scott Salka, CEO 

Break 

Corporate Structuring 
John Hiscock Partner, Gowlings Lafleur Henderson (Waterloo) 

Closing 
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Government 
of Canad 

Do Your Research and Development 
In Canada ... IT PAYS OFF! 

Innovation , entrepreneurship and a dynamic economy are on Canada's mind . To prove it, Canada has one 
of the most favourable tax treatments for scientific research and experimental development (SR&ED) 
expenditures in the world . 

Canada's SR&ED Program 

Generally, in addition to tax deductions for SR&ED expenditures , a tax credit is also available based on 
qualifying SR&ED expenditures carried out in Canada. 

Small Canadian-controlled private corporations (CCPCs), with taxable income of up to $300,000 and taxable 
capital of up to $10 million , can receive a refundable tax credit of 35% of qualifying cu rrent and capital 
SR&ED expenditures , to a maximum of $2 million of expenditures per year. Over the $2 million SR&ED 
expenditure threshold , the credit rate is reduced to 20%, of which 40% may be refundable . 

Most other Canadian corporations, proprietorships , partnerships and trusts can receive a non-refundable tax 
credit of 20% of qualifying SR&ED expenditures. (See Table 1) 

To top all of this off, various provinces have their own additional tax incentive programs (ranging from a 10% 
to 35% credit) for SR&ED activities carried out in their respective provinces. (See Table 2) 

Two alternatives are available in calculating qualifying SR&ED expenditures. The traditional method allows 
specific identification of direct and overhead SR&ED expenditures. The proxy method alleviates the burden 
of identifying actual SR&ED overhead costs by allowing a proxy amount for overhead expenditures to be 
calculated based on a maximum of 65% of direct SR&ED salaries and wages. 

The benefits of doing SR&ED in Canada are numerous. A refundable tax credit represents a reinjection of 
cash back into a company, which in turn can be used for sustaining future SR&ED activities . The potential 
exceeds $700,000 of tax refund per year. A non-refundable tax credit can be used to offset Canadian federal 
taxes payable in the current year, in the previous three years , and/or in the next 10 years . Furthermore, the 
company can choose not to deduct its SR&ED expenditures in the current year, and these expenditures can 
be carried forward indefinitely to reduce income in any future year. 

Other benefits of carrying out SR&ED activities in Canada include use of favourable exchange rates , access 
to a world-class infrastructure, a superior workforce , easy access to markets, operations in the same time 
zones , protection and retention of intellectual property, and lower overall business costs. 

How can U.S. companies qualify for the Canadian SR&ED tax benefits? 

Through a Canadian subsidiary of a U.S. parent 

The Canadian subsidiary can carry out qualifying SR&ED activities in Canada and , through deducting the 
expenditures and claiming the 20% tax credit , the subsidiary can significantly reduce or even eliminate 
Canadian taxes payable . 

The U.S. parent can contract the Canadian subsidiary to carry out the SR&ED activities on their behalf, in 
which case the U.S. parent will own the rights to the SR&ED, and the Canadian subsidiary can still make 
use of the SR&ED tax incentive program . 

Through a Canadian-controlled private corporation 

A CCPC is a private corporation that is not controlled directly or indirectly by a public corporation , a non
resident, or a combination of the two, and is a resident of Canada. A U.S. corporation can set up a CCPC in 
Canada so long as it owns 50% or less of the company's shares and the shares do not have any special 
rights attached to them . Traditionally, non-residents set up CCPCs in Canada by having a Canadian investor 
such as a venture-capital firm or research institution hold the remaining shares. 

Canada 



Do Your Research and Development in Canada ... IT PAYS OFf ! 

SR&ED carried out by a CCPC is eligible for a refundable tax credit of 35%. Additionally, CCPCs enjoy various other tax 
advantages, including access to a small business deduction, which results in a reduced income tax rate . 

Eligible criteria and activities 

For the purpose of the tax program, SR&ED is defined as "systematic investigation or search carried out in a field of science or 
technology by the means of experiment or analysis." Only SR&ED that is done in Canada qualifies under the program. Claimants 
can carry out the SR&ED in-house or contract it to a third party to be done on their behalf. 

Eligible activities can include experimental development, applied research, basic research, and support work. Activities not eligible 
for benefits under the SR&ED program include research in the social sciences or humanities; commercial production of a new or 
improved material, device or product; the commercial use of a new or improved process; style changes ; market research or sales 
promotion; quality control or routine testing of materials, devices, products or processes; routine data collection; and prospecting, 
exploring , or drilling for or producing minerals, petroleum or natural gas. 

For more information on eligible activities, please contact the Canada Revenue Agency (CRA) to ensure that you can qualify for 
the program. The CRA offers up-front review and preliminary opinion on the eligibility of projects for the SR&ED program. 

Table 1: 
Illustration of the federal SR&ED program on $5 million of qualified SR&ED expenditures (all figures in C$) 
(Note that doing SR&ED in a province with its own R&D tax incentive program will considerably increase the amounts shown here): 

Small Canadian-controlled Private Corporations Large Public or Foreign-controlled Corporations 

Credit % 
Refundable Non-Refundable 

Credit % 
Refundable Non-Refundable 

Rate Refund 
Tax Credit Tax Credit Rate Refund 

Tax Credit Tax Credit 
(Cash Back) (Reduce Taxes) (Cash Back) (Reduce Taxes) 

First $2 million in 35% 100% $700,000 20% $400,000 
SR&ED expenditures 

- - -

Remaining $3 million in 
20% 40% $240,000 $360,000 20% - $600,000 

SR&ED expenditures 
-

Total $940,000 $360,000 - $1,000,000 

Table 2: 
Combined Provincial and Federal SR&ED tax credits 

Small Canadian-controlled Private Corporations Large Public or Foreign-controlled Corporations 

Provincial Credit Federal Credit Combined Provincial Credit 

Rate Refund? Rate Refund? Credit Rate 1 

Rate Refund? 

Alberta - - 35% Yes 35.00% - -

British Columbia 10% Yes 35% Yes 41 .50% 10% No 

Manitoba 20% No 35% Yes 48.00% 20% No 

New Brunswick 15% Yes 35% Yes 44.75% 15% Yes 

Newfoundland 15% Yes 35% Yes 44.75% 15% Yes 

Nova Scotia 15% Yes 35% Yes 44.75% 15% Yes 

Ontario2 10% Yes 35% Yes 41.50% - -

Prince Edward Is . - - 35% Yes 35.00% - -

Quebec2
'
3 37.5% Yes 35% Yes 60.94% 17.5% Yes 

Saskatchewan 15% No 35% Yes 44.75% 15% No 
. . ' 1 In calculatmg the comb1ned credit, the federal tax credit 1s reduced oy the prov1nc1al tax credit receivable . 

2 Ontario and Quebec offer additional R&D programs, which are not covered by the scope of this table. 
3 In Quebec, only R&D wages are eligible for R&D tax credits, not materials , equipment or overhead . 

Additional information on Canada's SR&ED 
• CRA's SR&ED Web site : http://www.cra-arc.gc.ca/taxcredit/sred/menu-e.html. 
• An introduction to the SR&ED Program: http://www.cra-arc.gc.ca/E/pub/tg/t4052/t4052-04e.pdf 
• CRA's SR&ED services and workshops: http://www.cra-arc.gc.ca/taxcredit/sred/services-e .html 

Federal Credit 

Rate Refund? 

20% No 

20% No 

20% No 

20% No 

20% No 

20% No 

20% No 

20% No 

20% No 

20% No 

• Provincial and territorial governments SR&ED Programs: http://www.cra-arc.gc.ca/taxcredit/sred/prov-e.html 

Combined 
Credit Rate 1 

20% 

28% 

36% 

32% 

32% 

32% 

20% 

20% 

34% 

32% 







Deloitte 

Str tching your R&D budget 
through Partner hip and Alliance 

CONNECT 
<.;an lltc!!n ( lctolx:r 20. 2004 

Martin Vezina 
Bruce McCarley 
Deloitte & Touche LLP 

I. Introduction 

Excellent screntific R&D facilities and academic institutions in Canada 
Many R&D-oriented companies 
Tax incentives among most generous 1n the world for R&D, particularly for 
small(ish) businesses 

May find some advantage to consider corporate structure to optimize value or 
incentives 

II. 
a) 

R&D Tax Credits (Cont'd) 
Contract Funded R&D 

R&D activities must be related to the business or the corporation 
Contract payment restrictions 

- From a Canadian source 
• R&D expenditures may be reduced by the amount received 

- From a foreign source 
• R&D expenditures are not reduced by the amount received 

Key questions: 

- Who carries the financial risk if technology solution under developmen 
doesn't work? 

- Who owns the IP? 

- Wording or the contract IS very important 

Outline 

I. Introduction 

II . R&D Tax Credits 

Il l. Corporate Tax Matters 

IV. Appendices 

Appendix 1 Recent Canadian Tax Developments - 2009 Federal Budget 
Appendix 2 Recent Canadian Tax Developments - 2009 Ontario Budget 
Appendix 3 Recent Canadian Tax Developments - 2009 B C. Budget 
Appendix 4 Recent Canadian Tax Developments · 2009 Quebec Budget 
Appendix 5 Recent Canadian Tax Developments - 2009 Atbena Budget 
Appendix Canada - U.S. Tax Treaty Protocol 
Appendix 7 Harmonized Sales Tax Regimes 

Appendix B Integration of Federal and Ontario Corporate Tax Regimes 

II. R&D Tax Credits 

Eligible activities 

- Pure or applied research 

- Experimental development 

- Activi ties in support 

Must submit a technical description outlining 
- Advancement rn the research field 

- Uncertainty 1n the realiza tion of the objective 
- Activities performed 

II. 
b) 

R&D Tax Credits (Cont'd) 
Federal R&D Tax Cred it 

Eligible expenses 

- Labor 

- Subcontracts 

- Material consumed or transformed 

- Equipment renta l 
- Overhead 

- Capital expenditures 



II. 
b) 

R&D Tax Credits (Cont'd) 
Federal R&D Ta x Credit (Cont 'd) 

Tax credit rates 

- For U.S. controlled corporations 
• 20% non-refundable 

- For Canadian-controlled private corporations ("CCPC") 
35% refundable on first $3M of qualifying expenditures 

• 20% partially or non-refundable on excess 

II. 
d) 

R&D Tax Credits (Cont'd) 
Quebec - Precompetitive Research Tax Credit 

Enhanced tax credit rate- 35% 

Also available to U.S. controlled corporations 

Must have a Permanent Establishment in Quebec 

Qualified expenditures include: 

II. 
f) 

Salaries 

80% of contracts costs (arm's length) 

Materials 

Overhead (up to 65% of sa laries) 

Equipment rental 

Capital expenditures 

R&D Tax Credits (Cont'd) 
Quebec- University Research Tax Credit 

28% of payments to prescribed entities 

- Universities. research centres etc ... 

- Advanced ruling must be obtained from the Quebec tax authorities 

Also available for U.S. controlled corporations 

II. 
c) 

R&D Tax Credits (Cont'd) 
Quebec R&D Tax Credit 

Tax credit rates 

- For U.S. controlled corporations 
• 17.5% refund able 

- For Canadian control led corporations 
• 37 .5% refundable on first S3 M of qualifying ex penditures 

• 17.5% refund able on excess 

Qualifying expenditures 

- Salaries and wages 

- 50% of Quebec contractors costs 

II. 
e) 

R&D Tax Credits (Cont'd) 
What is Precompetitive Research 

Joint venture agreement between private parties at arm 's length 

- Common scientific or technological interest in a research proj ect 
• May aim for different utilization or the technology developed 

- Risks, responsibility and IP sharing 
• Allow parties to reduce their investment to develop the technology 

- Advanced ruling required from the Quebec tax authorities for each project 

II. 
g) 

R&D Tax Credits (Cont'd) 
Quebec Tax Holiday for Foreign Researchers 

5 years personal ta x holiday (under certain conditions) for certain foreign 
individuals (researchers. experts ... ) moving and living in Quebec 

Deduction in the calculation of the ta xable income 
100% of the sa lary or income for year 1 and year 2 

75% for year 3 

50% for year 4 

25% for year 5 

- Equivalent to 70% over 5 years 

- Only applicable to the Quebec provincial tax 



II. 
I) 

R&D Tax Credits (Cont'd) 
Ontano R&D Tax Credit 

,, 

II. 
j) 

Tax credll rates 

- For mall corporation 
• 10' r fundablc on first 3M of quahfyong expcndnures 

• 4 5% non r lundabl 

- For large corporations 

• 4 5% non refundable 

Ehg1ble expenses equovalent to the federal 

- Limned to 40% or capnal expenditures (only for the 10% cred1t) 

R&D Tax Credits (Cont'd) 
Other Provincial R&D Credits 

Newfoundland and Labrador 

- 15% refundable credit 

Nova Scotia 

- 15~ refundable credit 

New Brunswick 

- 15% refundable credit 

Manitoba 

- 20% non-refundable credit 

Saskatchewan 

- 15% non-refundable credit 

Alberta 

- 10% refundable credit (Maxomum S400K} 

Bnush Columbta 

- 10% refundable credtt for qualifying CCPCs (non-refundable for U.S 
controlled corporations) 

II . 
k) 

R&D Tax Credits (Cont'd) 
Example (cont'd) 

CCPC S 538.125 S 412.500 $ 950,625 S 585,638 S 276.750 S 862,388 

· Savings between 24 % and 28% for a U.S. controlled corporation 
· Savings between 44 % and 49% for a CCPC 

I 

R&D Tax Credits (Cont'd) II . 
i) Ontario Business Research Institutes Tax Credit ("OBRITC") 

20% refundable tax cred tt 

Expendtture hmll of $20M per year (assoctated ba ts) 

Eligible Research Institute 

- A universny or college of applied arts and technology tn Ontano whose annual 
operaung grant from the government of Ontano ts ba ed on enrolment. 

- An Ontano centre of excellence or network of such centres. or 

- A non-proftt orgamzatlon or a hospttal research tnstltute that meets the 

II . 
k) 

reqwrements of Ontario regulations 

R&D Tax Credits (Cont 'd) 
Example 

20 eligible employees @ $50Klyear 

100% of their work ts related to eligible activttles 

Subcontractors: $200,000 

Equipment: $100,000 

Overhead: S650,000 

Total expendi tures of $1 .950,000 

II. 
k) 

R&D Tax Credits (Cont 'd) 
Example (cont'd) 

Detailed calculation (U.S. Controlled Corporations) 
. - -. Federal .. • I - .. 
Salaries $ 1,000.000 

Overhead 650,000' 

Subcontracts 200.000 

Equipment 100,000 

Quebec R&D tax credit (192.500) 

s 1.757,500 

Federal tax credn @ 20% and Quebec tax s 351.500 
credit@ 17.5% 

• Proxy melhod used represents 65'i<. ol salarle$ 
"Only 50% olllle subconU;)dor> ore clogible costs lor lhe OUt!bec laX credt 

11 b'eU:tw'll] l'W' R£0 t"C.II)}Ct UrruJ 

Qu~bec , - ~. Toial · ·; _i 
. ~-~ •· • .;_ .,L:~ 

$ 1,000,000 

100,000" 

$ 1 100,000 

$ 197.500 $ 544,000 

t...,_.t.1G.dwlll' .... ~~ 

I 



II. 
k) 

R&D Tax Credits (Cont'd) 
Example (cont'd) 

Federal tax credit @ 20% and Ontario tax 
Credit @ 4.5% s 372.450 $ 87.750 $ 460,200 

'Proxy melhod used rep<esenls 65% ol salaries 

II. 
I) 

II. 
I) 

R&D Tax Credits (Cont'd) 
U.S. Example (cont'd) 

Year qualified Research Expenditures ("OREs') 

2008 S1.05M 1--
2007 $1 .OM Average OREs $1M 
2006 $950K 

Fixed Base % = 16% 

Year 

2008 
2007 
2006 
2005 

Gross Receipts t-- Momgo 9'~' '"';P" $5M 

R&D Tax Credits (Cont'd) 
U.S. Example (cont'd) 

Detailed calculation 

Federal - ~sc --~ ., .. - : .· · . .- - ··· ~ ·_. · · -~ --
Salaries s 1,000,000 

Subcontracts 130,000 

Supplies 100,000 

Total OREs 1.230,000 

Less 50% avg pnor 3 yr OREs (500,000) 

Incremental OREs 730.000 

Credit rate 14% 

Alternative simplified credit $ 102,200 

II. 
I) 

R&D Tax Credits (Cont'd) 
U.S. Example 

• 20 eligible employees @ $50Kiyear 

• 100% or their work is related to eligible activities 

• Subcontractors: $200,000 

• Supplies: $100,000 

· Total expenditures or $1 ,300,000 

• Credit Method: Federal - Alternative Simplified Credit ("ASC") 

CaliFornia - Regular Credit 

Note: Capita l Equipment is not a qualiFied research expenditure 

II. 
I) 

II. 
I) 

R&D Tax Credits (Cont'd) 
U.S. Example (cont'd) 

U.S. R&D tax credits 

Federal CaliFornia 

s 102,200 s 64 ,500 

R&D Tax Credits (Cont'd) 
U.S. Example (cont'd) 

-
Detailed calculation 

Total 

$ 166,700 

ca~!9ipia-..: .R'rgulas .• sL~~i~l&~~~:~~;..r~:f~ i.t.~lf 
OREs 

FB% 

Avg Prior 4 Yrs GR 

Calculated base amount 11 6% x ssm) 

50% limitation OREs tSO'lE.x s1 23m) 

Applicable base amount (greater o1 A&B) 

Incremental OREs (S1 .23m - S800k) 

Credit rate 

CaliFornia credit 

$ 1,230,000 

16% 

5,000,000 

BOO,()()()A 

615,()(J()B 

800.000 

430.000 

15% 

s 64 ,500 



II. 
I) 

R&D Tax Credits (Con t'd) 
U.S. Example (cont'd) 

R&D Tax Credits 

Canada United States 

Federal & Federal & U.S Federal & 
Quebec Ontario California 

U.S Controlled s 544,000 s 460.200 $ 166,700 
Corporations 

CPCC $ 950.625 s 862.388 NIA 

R&D Tax Credits (Cont'd) II . 
m) Comparison of Canadian & U.S. R&D Incentives 

Canadian SR&ED Credit 

UntJsed CtediCS CtedoiS can be earned back 3 )"ars or 
lorward 20 years 

AdrrirustrObOn Need to odenOiy all prcjects bemg 
claimed and hie technical desaipuons 
lot top ZO prqects ,..,lh U~e rettxn 

Locallnc.entJves Available In many provtnces 

lnlernal-Use Soltware Standards NIA 

II. R&D Tax Credits (Cont'd) 
o) Other Incentives 

MullJmedia (Salary and production costs) 

-Quebec: 26.25% to 37 .5% 

U.S. R&E Credit 

Ctedots rrust be caroed bad< to lhe 
previous laXation year ot I award to zo 
)"81'S 

Taxpoyer mes tax return and prOVIdes 
documentatJOn upon request dur1ng audtl 

Available in many slates 

Addotional thresholds ol mnovallOn must 
be demonstrated to qua61y 

- Ontario: 25% to 30% (proposed rates : 35% • 40%) 

eBustness (Salary) 

- Quebec: 30% maximum 520,000 per employee per year 

Biotechnology Center (Salary and equipment) 

- Quebec: 30% 

R&D Tax Credits (Cont 'd) II . 
m) Comparison of Canadian & U.S. R&D Incentives 

Canadian SR&ED Credit U.S. R&E Credit 

Volume· Bll"eod or Jnaementnl Volurre· Based Ina mcnUll 

B<lse PeroodiAmount C&laJiotion No Yc'S 

Relund.>bltny Yes lot CCPCs ond som<l provmCllll Non ·I elundobkt bol r elund.Jbkl Ia 
tncenlrve'S ~$lOll· lflCl..~trv~ 

LocollOn R&D rrusl be p!'! lormed In Canada R&D rru>t be pc<lotmed tn the U S 

Ehgoble Expendotures •Woges •Wages 

·1 ()()C). o1 controd reseord1 ·6S% of mntroct H.~card1 

·Matenals c~tpcmdttt•P"S 

·Overhead ·Supplies 

Copnol Expendotures Eloglblo lot aedol Not ehgoble lot aedol 

R&D Tax Credits (Cont'd) II . 
n) Benefits for Canadian Subsidiaries of U.S. Corporations 

For U.S. tax purposes. the refundable ta x credit of a Canadian subsidiary is 
considered as a grant 

- Does not reduce the income tax paid in Canada for the determination of the 
U.S. foreign ta x credit 

For U.S. GAAP purposes. the refundable credit 1s booked as an EBIT item 

Conclusions 

Canadian R&D ta x incentives are significant 

Provinces also offer significant incentives for R&D and other activities 

- Biotech 

- Multimedia 

- eBusiness 



Ill. Corporate Tax Matters 

General pomtc; re Canadran taxauon 

- no rnter-corporate consohdauon Wlthin a related group 

- now-through enutles. 

Partnershrp~ 

Lrmrte<l p.utnershrps 

Trusts 
For eros~ border structures unhrnrted habtllty corporatiOns (Nova Scoua Brrt!Sh 
Colurrbtil .md Alben a corpor <1t10ns) 

- use or drfferent entitles a srgnrfrcant tax plannrng tool (and potentral ltabrltty') 

Ill. 
a) 

Corporate Tax Matters 
Canada - declin1ng corporate tax rates 

• Companson Wlth U S Federal and Caltfornta Corporate rncome tax rates 

Corporate Tax Rates 

·:~ •· ... ,._ :·- • ~··· .. :. •. . - ... ~ .. I-~·~ ... ~~~·. :.:t_E .... 'l·.;·~-1 
US FedPral 3-1% 

----- ----1~--------j 
r tlrforn~J 884~ 

Total Combmed Rate 42.84% 
----

IV. Appendix 1 
RP nt C n d1an T Developments - 2009 Federal Budget 

ndrturc hmrt lor th 
rncrca e<> 

Ill. 
a) 

Corporate Tax Matters 
Canada - declimng corporate tax rates 

Canadian Corporate Q b 0 ta · Alberta B.C. 
Tax Rates u~ ec " 110 

2009 . . . .J 

':.." :. - .. .... 

Federal 190% 190% 190% 19 0% 

Selected Provincial 11 .9% 1-10% 100% 11 0% 

30 9% 33 0% 29.0% 300% 

Federal 

Selected Provincial 

Total Combrned Rate 

• This r.no '' propo>Od •nd currently not yot onKtod 

Ill. Corporate Tax Matters 

b) 2009 Federal and Prov1ncral budgets 

- 2009 Federal and Provrncral budget 

c) Changes to the Canada U S Tax Treaty 

- Rates of W1thhold1ng taxes 

- Permanent establ1 hment c;erVtce 

- Enuty cia o:;rficauon 

- Ltmnauon on benefits proVt.ton 

(Refer to Appendrx 6 for detarl ) 

d) lnd1recttaxes 

- Harmonrzauon of Federal and Provrnc1al reg1mes 

(Refer to Appendrx 7 for details) 

e) Integration of Federal and Ontano corporate tax regrme 

(Refer to Appendrx 8 lor details) 

IV. AppendiX 2 
Recent Can di n T x Developments - 2009 Ontano Budget 

Begtnnrng July 1 2010 the Ont no Retarl Sale To mil be harmoniZed WJth th 
Federal Good and SCfVICCS Tax to create a I erall Jdmrm tercd rngl al 
wx at a rate ol 13% 

Corporate rncomc t x r tes WJII cut bcgrnnrn Jul 1 2010 from 1-1 to 12% 
ond further reduced to 10% over the folloWing three 'JC<lr (11 5% 11% and 
10% on July 1 of each o:;ubsequcnt y <Jr) In addruon th rat£' on &P nd 
rcsou-ce sector Wlll d xlrne from 12% to 10% 

Effecuve Jun 30 2010 cor at 
to 2 1 and a c porauon or n a rn total 

t or und S 1 00 In nnw I r 



IV. Appendix 2 
Recent Canadian Tax Developments- 2009 Ontario Budget (cont'd) 

The Ontario Film and Television Tax Credit enhanced rate of 35% and the 
Ontario Production Services Tax Credi t enhanced rate of 25% will be perm anent 

100% of eligible labor expenses paid to arm's length parties for qualifying 
expenditures incurred after March 26, 2009 wi ll be allowed for purposes of the 
Ontario Computer Animation and Special Effects Tax Credit 

IV. Appendix 4 
Recent Canadian Tax Developments- 2009 Quebec Budget 

A ten-year tax holiday has been Introduced for new corpora tJOns (not the result 
of a merger of ex1st1ng compan1es) Incorporated between March 19. 2009 and 
April 1, 2014. ded1cated to the commercial ization of Intellectual property 
developed 1n Quebec univers111es and Quebec public research centres 

Effective for producuons beg1nn1ng after March 19, 2009, the refundable tax 
credit for the production of shows and the refundable tax credit for the 
production of sound recordings will be Increased from 29 1667% to 35% and the 
limit on production costs Will be increased from 45% to 50% 

As of January 1. 2011 . the ra te of Quebec sales tax will be Increased from 7.5% 
to8 5% 

IV. Appendix 6 
Canada- U.S. Tax Treaty Protocol 

F1flh Protocol to 1980 Canada-U.S treaty signed on 
September 21. 2007 

Protocol conta1ns signtflcant unanticipated changes 

• 1-a.uP.,._._., .... 

Changes to Article IV (Residence) requ1re rev1ew or cross-border structure 
currently 1n place 

- Structures 1nvolvlng hybnd entitle may be denied benefit when 
protocol takes effect 

Protocol rece1ved Canadian Royal As ent on December 14, 2007 

On September 23. 2008, U S. Senate ratifl d protocol 

Rati fied on December 15, 2008 

Effective In respect of taxes withheld at source on February 1, 2009 and in 
respect of other taxes for taxation years b ginn1ng aft r December 31. 2009 

IV. Appendix 3 
Recent Canadian Tax Developments- 2009 B.C. Budget 

The general corporate tax ra te of 11% remains unchanged in 2009, however, 
effective January 1, 2010 the rate will fall to 10.5% and 10% in 201 1. 

B.C. Film Tax Credits can now be carried forward indefinitely. In addition , 
effective January 1, 2009, the requirement to have a corporation that is B.C.
controlled to qualify for this tax credit have been eliminated 

IV. Appendix 5 
Recent Canadian Tax Developments- 2009 Alberta Budget 

A 10% credit on SR&ED expenditures up to S4M for a maximum credit of 
$400,000, refundable for all compames. for expenditures occurring after 
January 1. 2009 

Alberta will parallel the recent Federal budget changes related to the enhanced 
CCA claims 

JY "taf h. 4 l,.,.,_l\P.,..__,.....,.... 

IV. Appendix 6 

" 

Canada - U.S. Tax Treaty Protocol (cont'd) 

Eliminates WHT on non-contingent Interest paid to unrelated persons 

- Canadian domestic law change effecuve January 1 2008 

Phase out WHT on non-conungent Interest pa1d to related persons (1 0%-7%-
4%-0%) 

- Retroactive to January 1 , 2008 

Eliminates WHT on guarantee fees a of January 1 2008 

En ures 5% WHT on d1v1dend rece1ved by compan1e:.; through 
fiscally transparent enuues (e.g .. partnerships and LLC ) 

- Entity must be fi scally transparent under tax law of home country 
( g U.S partnership v Cayman rever. e hybnd) 

Chango affecting 1ncom arned through or from corta1n hybr1d ent111e Will be 
eff CliVe January 1, 2010 

- Consider reorganizing current tructures 1n 2009 to avo1d 25 30% domesuc 
WHT on div1dend . 1nt rest or roya lu 



IV. Append ix 6 
Canada- U.S. Tax Treaty Protocol (cont'd) 

Eliminates some or all benefits for certa in dual resident companies 

Creates a PE for service business after 6 months of presence for 
one "proj ect" or "connected" project 

"Authorized OECD Approach" to attribution of profits to a PE 

Provides for self-executing mandatory arbitration 

Modifies Article XVIII (Pensions and Annuities) 

IV. Appendix 6 
Canada- U.S. Tax Treaty Protocol (cont'd) 

Limitation on Benefits (LOB) Provision 

Canada-U.S. Treaty extends the LOB provision to treaty benefits provided in 
Canada (previously applied only in respect of benefits granted by the U.S.) 

LOB seeks to prevent "treaty shopping" by residents of 3rd sta tes, requiring that 
person seeking benefi ts not only be a Canadian or U.S. resident but also satisfy 
other tests 

As of February 1, 2009 applies to payments subject to withholding tax and for all 
other taxes, applies to taxation years commencing after December 31 , 2008 

Must be considered in every situa tion where U.S. resident receives dividends, 
interest or roya lti e? from a Canadian source or disposes of shares of a Canadian 
company 

Problem with determining "qua lifying person· if a disregarded 
entity is an LLC, and is in ownership chain above Canada 

Technical Explanation CTE") to the 2007 Protocol issued by the U.S. Treasury 
Department provides guidance on interpretation of various articles of the Protocol 

- The Canadian government publicly endorsed the TE and agrees with it 

IV. Appendix 6 
Canada- U.S. Tax Treaty Protocol (cont'd) 

Relief fo r LLCs and other fi scally transparent entities : Artic le IV(6) 

New Art IV{6) deems a person who is a resident of one State (home country) to 
have derived income profit or ga in where home country tax law treats the 
amount as derived through a fi scally transparent entity (other than a resident of 
the source country) and because of fi scal transparency the treatment of the 
amount is the same under home country tax law as it would be if derived directly 
by the person 

Will require consultation with foreign advisors in some cases to determine 
application or foreign tax law 

Application through multiple entities 

IV. Appendix 6 
Canada- U.S. Tax Treaty Protocol (cont'd) 

Changes to PE Article: Services 

An enterprise of one State providing services in the other Sla te 
wi ll be deemed to provide them through a PE in the other State 
(the "Host State") if: 

i. services are performed in the Host State by an individual present in the Host 
State for an aggregate 183 days in any 12-mo period. and 

ii. the revenues from such services are more than 50% of the business' gross 
active business revenues for those 183 days 

-· or --
services are provided in the Host State for an aggregate or 183 days in any 12 month 
period with respect lO the same or connected project for customers who (i) are 
res idents or the Host State. or (ii) maintain a PE in the Host State (if services 
provided in respect or such PE) 

Applies even if the premises are not under control of the servrce provider 
(contrary to Dudney decisron in Canada) 

IV. Appendix 6 
Canada- U.S. Tax Treaty Protocol (cont'd) 

Effective Dates 

For withholding taxes: 
applies to amounts paid or credited on or after the first day of the second month 
which begins after entry into force (retroactive for interest and guarantee fees) 

For other ta xes: 
applies to taxable years beginning after 2008 

Special effective dates : 
denial of trea ty benefits for certain hybrid entity structures and extended PE rule 
for services deferred (generally January 1. 201 0) 

IV. Appendix 7 
Indirect Taxes- Ontario and British Columbia 
Harmonized Sales Tax Regimes 

Effective July 1, 2010. Ontario and B.C. plan to harmonize their existing reta il 
sa les tax with the 5% GST to crea te a federa lly administered single sales tax in 
each province 

In Ontario, combined rate will be 13% and Ontario 's portion will be 8% 

In B.C .. combined rate will be 12% and B.C.'s portion will be 7% 

Value added tax structure whereby eligible businesses can recover the tax 

Generally, the Ontario and B.C. portion will each use the same rules and base 
as the GST 



tV. Appendix 7 
Indirect Taxes- Ontano and British Columbia 
Harmonized Sales Tax Regtmes 

Now 1 the ume to constder and plan for Implementation 

r111ancial and budgetmg 

tV. 

AdditiOnal costs ;md cost savrngs 
Costmg lor purchases/sales 

Contracts 

Tax excluded vs tax Included 
Transrtlonal rules pre and post July 1 2010 

Systems and compliance processes 
Correctly rnvoicing additional tax 
Capturing additional input tax cred rls 

Appendix 8 

~r& lcul•IIP .......... f!Oj--

Integration of Federal and Ontario Corporate Tax Regimes (cont'd) 

Stngle po1nt of contact for Ontario and federal corporate tax enquiries 

Transfer of the OMOR audit function to the CRA, i.e. the CRA would conduct 
CT23 audits. integrated with T2 audits, on behalf of OMOR 

Installment payments only to the CRA for taxation years ending after 
December 31 , 2008 

Harmonized tax return for taxation years ending after December 31,2008 

Will rely on LCT rules for capttal tax purposes 

- NBV/UCC differences will no longer be included for investment allowance 
purposes 

Federal statute barred penods apply (3 years for CCPC's, 4 years for other 
corporations) 

Cons1der tax provision implications 

For More information; 

Bruce McCarley Deloitte & Touche LLP- Toronto 
416-601 -6033 Office 

416-518-1837 Mobile 
bmccarley@deloitte.ca 

Martin Vezina Deloitte & Touche LLP-Montreal 
514-393-7139 Office 

514-349-8994 Mobile 
mvezina @deloitte.ca 

tV. Appendix 8 
Integration of Federal and Ontario Corporate Tax Regimes 

Bill174 (enacted) 

Federal admtntstrauon of Ontano corporate taxes 

- Corporate 1ncome tax 

- Corporate m1nimum tax 

- Capital tax 

- Ontano special addtllonaltax (OSAT) 

Adopts federal definition of taxable 1ncome and federal administration prov1sions 
(results in $90 million annual Ontario corporate 1ncome tax cut due to 
harmonized tax base: up to $100 mtllion annual savings in admtntstrative costs) 

Harmonized tax return s due fo r taxa tion years ending after December 31, 
2008 

.IQ.M'.t'Moltf' l.a.....Stort 

tV. Appendix 8 
Integration of Federal and Ontario Corporate Tax Regimes (cont'd) 

Taxable income in Ontario will be calculated on the same basis as for federal 
purposes under the new rules 

- No longer any adjustments specific to Ontario 

- Eliminates the Ontario 5% withholding tax that applied to certain management 
fee, rent, and royalty payments to non-residents whtch was previously 
achieved through the 5/14 add-back 

Convert to Federal balances 

- Effective as at the first moment of the first taxation year that ends after 
December 31, 2008 

- Compare pools: 

II federal exceeds Ontario, an Ontario tax payment will be required over a 5 year 
period commencing with the first taxation year ending after December 31, 2008 
II Ontario attributes exceed federal. a non-refundable credit anses and can be 
applied against Ontario income taxes (not capital or CMn over the 5 year period 
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Stretching Your R & D Budget 
Through Partnerships and Alliaflces 
CORPORATE STRUCTURING ISSUES 

CONNECT 
San Diego, California - October 20, 2009 

GOWLINGS 
1020-50 Queen St N .• Kitchener, Ontario, Canada N2H 6M2 

John Hiscock, Partner gowlings.com 
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33 million people 

50 percent of population resides within 150 ki lometre radius of its 
southern border with the United States 

75% of exports go to the United States 

English and French are the two official languages 

Fastest rate of growth among G7 countries 

Highly educated workforce and highest computer literacy rates in G7 

Low cost of doing business 

More than Cdn. $12 bil lion invested in infrastructure 

Immigration policies supportive. strong economy. stable politics 

GOWLINGS 

I. Introduction 

II. Business Structures 

Ill. Corporate Governance and Employment Issues 

IV. Typical SRED Structure 

Business Structures and Appl icable Law 

When establishing or acquiring a business in Canada, both federal 
laws and the laws of the province in which the business is 
conducted apply 

In Ontario, laws are based on common law (or judge-made law) 

In Quebec, the legal system is based on French civi l law 

Laws governing how one carries on business are very similar to 
those found in the United States 

GOWLINGS 



Choice of Business Structures 

Like the United States. Canada has a w1de variety or legal structures that 
can be u ed to carry on bu mess 

Selection or type or tructure will depend upon nature or business 
activity, the type or financmg. tax 1ssues and potenualliab1lit1es 
associated with the type or business 

Issues to cons1der mclude: 

,. the trea tment of Canadian bus1ness Income for tax purposes In the United 
States; 

;;;. the need to isolate assets or the principal business from claims arising out or 
the Canadian business; 

:r the criteria for availability or federal, provincial and municipal incentives 

,. other Canadian tax considerations 

GOWLINGS 

Limited partnerships can be used to limit this exposure 

A limited partnership's liability is limited to the extent of its 
investments in the limited partnership as long as the limited 
partner has a passive role in the business and governance of the 
limited partnership 

The business and governance are typical ly assumed by the 
general partner 

Limited access to federal credits and no access to certain 
provincial tax credits 

GOWLINGS 

A partnership is not a separate lega l entity but a re lationship that 
exists between the parties who carry on business in common with 
a view to profit 

Partners share in profits. losses and net proceeds on dissolution 

Most significant advantage is that now through losses to its 
partners that may. subject to certain ru les in the Income Tax Act 
(Canada) . be used as deductions against the partners' other 
income 

Most significant disadvantage is that each partner is personally 
liable for the liabilities of the partnership and, therefore. personal 
assets are exposed 

GOWLINGS 

The Corporation - Structure of Choice 

If establishing a Canadian structure. typically would be a 
corporation with share capital 

Unlike many legal structures, the corporation is a legal entity 
separate from its owners 

The liabilities of the corporation are not the liabilities of the 
shareholders and are typically limited to the va lue of the assets a 
shareholder has invested to acquire its shareholdings 

It's the necessary structure for CCPC status 

GOWLINGS 



Corporations - Practical Considerations 

Select jurisdiction of incorporation -federal or provincial 

Residency of Directors 

~ Federal and Ontario jurisdictions require 25% of corporation's 
directors to be "resident Canadians" - individuals residing in Canada 
who are either Canadian citizens or Canadian permanent residents 

~ Quebec has no residency requirements 

~ Subject to liabi lity relating to the environmental, tax, securities, 
pensions and employment 

Corporate Governance - Disclosure Requiremelilts 

Generally, there is no requirement to file the corporation's 
financial statements with a government body (except in the case 
of a public company) 

In most cases, the shareholders of a corporation can consent to 
waive the requirement for audited financial statements (except for 
public companies) 

The identity of the Canadian corporation's shareholders are not a 
matter of public record 

The identity of directors and officers are a matter of public record 

Corll>orate Governance- Restricti171g Power ef Directors 

Power of directors can be limited by a unanimous shareholder 
agreement 

To the extent the powers of the directors are limited, the liability 
and obligation of the directors are transferred to the shareholders 

Restricting director power may affect CCPC status 

Corporate Governance- Meeting Requirements 

As a general rule, meetings of directors need not take place in 
Canada and. in many cases, the same is true for shareholder 
meetings 

Meetings may typically be held by telephone conference or other 
electronic means 

Written resolutions (similar to a written consent) may be signed 
rather than holding meetings to approve matters 

GOWLINGS 



Concept of "at will" employment is foreign to Canada 

Canadian law requires that "reasonable notice" be provided (or 

pay in lieu of such notice) if terminated without "ca use" 

Usually Canadian employment agreements state that employee is 

entitled to at least the notice period provided in the applicable 

provincia l legislation 

The legislated minimum notice period represents a floor (not a 
cei ling) on notice periods 

GOWLINGS 

Typical Structures (cont'd) 

(a) RF~I:? i Research 

... ~~:~:~· · ·· .......... :.: .. :.~:::: ::: ·""·,: · ::::::::· ~·~"-~-~-~-~: ......................... . 
···· ...... . 

Notable features of corporate structures to maximize tax 
incentives 

).. Preserve Canadian-controlled private corporation ("CCPC") status: 
- Only CCPCs eligible for enhanced ITCs 

- No control in law (de juris control): 

• Max . 50% voting shares held by non-residents and public 
corporations 

• Must count rights to acquire voting rights and voting shares 

No control in fact (de facto control): 

• Restricted use of vetos to protect non-resident 

• Independent board of directors 

- Not a public corporation 

GOWLINGS 
Gowing u,._......,._, UP Barrlslln- Sollcll.cn 1 Pliler& and 'll'adenwUgns 

Arm's length contract 

Researchco may contract with arm's length non-resident to perform 
SRED in Canada on behalf of the non-resident. non-resident may own 
resulting technology 

Therefore, Researchco that is a CCPC may enjoy full benefit of 
refundable ITCs at the enhanced 35% rate (plus applicable provincial 
incentives) 

Pricing = cost plus (after refundable tax credit) (or some variant) 

U.S. Co owns IP generated from research for all markets 

U.S. Co must not carry on business through a permanent 
establishment in Canada 



Typical Structures (cont'd) 

Possibilities for investments in Canada 

:;... CC PC status may be maintained for investments made in a 
Canadian entity (existing or new entity) 

- Contract research 

,. Possibili ty to have key employees moving to Canada 

,. Control in law and in fact must not be l1eld by non-resident 
Canadians or public corporations 

GOWLINGS 

Legacy Companies 

Tranzyme. Inc. (Delaware Corporation) 
:;... Proprietary biology technology 

:;... Experienced drug development team 

:r Business development experience 

;.. Need chemistry, financing 

Neokimia Inc. (Canada Corporation) 
r Proprietary small -molecule chemistry 

:;... Experienced discovery team 

;. Seeking screening capabilily. development and pannering experience 
,. Need financing and liquidity 

GO\\' LINGS 

Clinical and 
Business 

Development 

GOWLINGS 

Canadian Advantages 

)- Access to early-stage capital 

;.... Excellent knowledge & research base 

,. Government funding & tax credits 

U.S. Advantages 

Chemistry and 
Pharmacology 

,. Access to both early-stage and later-stage capita l 

> Strong technology & IP development 

> Access to talented management 

:;:. Access to capital markets and liquidity 

GOWLINGS 



Structural Challenges 

Canadian investor criteria and mandates 

U.S. investor mandate and perspective 

Representative votin9 

Maintain CCPC status 

Access to SR&ED cred1t 

;... Non-residentmvestors 

;... Convertible ecunties 

,. De facto control 

Flow of funds nexibility 

GOWLINGS 

Shareholders 

• T {U.S. Company) 

1 00% eqUity (50% post exchange) 
50% votes r 

Tranzyme 

• 
100% eqUity 

Spec1al Shares 100% votes 
(50% votes) - .=----..... 
(50% equ1ty post exchange) Can. Holi Company 

L 
N {Can. Operating 

ComJlany) 

GOWLINGS 

Neokimia 
Shareholders 

100% common shares 
50% votes 
100% eqUity 

100% exchangeable shares 
50% votes 

Meeting the Challenges 

Canadian investment vehicle maintained 

U.S. company to be ultimate parent 

Mirrored votin9 

CCPC status achieved 

GOWLINGS 

Transaction Structure (post-exchange) 

GOWLINGS 

Neokimia 
Shareholders 

Tranzyme 
Shareholders 

50% equity 
50% votes • • 

50%equlty 
______ ......;:;.__ 50% votes 

T (U.S. Company) 

Can. Holding Company 

100%eqUity 
100% votes 

• 
100% eqUity 

......:;.--~ ... 100% votes 
N (Can. Operating 

Company) 



Clinical stage (Ph lib) drug discovery and development company 

Raised $32 million in May 2005 

Raised $20 million in November 2007 

No longer maintain CCPC sta tus 

$4 mill ion in non-dilutive SR&ED receipts 

Continuing investment vehicle for Canadian funding 

The Company maintains U.S. and Canadian operations. North Carolina site 
serves as corporate headquarters and center for business development. 
clinical development and regulatory activities. Medicinal chemistry. lead 
optimization and preclinical development activities based in Quebec 

In tota l. the Company employs 41 people. including 32 in research and 
development 

GOWLINGS 

John D. Hiscock 
Partner 

Gowling Lafleur Henderson LLP 
1020-50 Queen St. N .. P.O. Box 2248 

Kitchener. Ontario, Canada 
N2H 6M2 

Phone: 519-575-7543 
Fax: 519-571-5043 

john.hiscock@gowlings.com 

The bottom line is that Canada offers a place of opportunity for 
technology - somewhere that researchers. scientists and industry can 
find the knowledge. the infrastructure and, most of all . the supportive 
attitude that fosters success 
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Questions? 
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Speaker Biographies 

John Hiscock 
Partner Cowlings 0V aterloo) 

19) 575-7543 
· hn.hi cocl 

John Hiscock is a partner in the Gowlings' Waterloo Region office. A men1ber of the 
F itm 's Technology Industry Practice Group and Business Law Group, John's practice 
focuses on technology law , plivate corporate finance, tnergers and acquisitions and 
corporate goven1ance issues. 
John represents start-up, grovvth and n1ature cotnpanies on all aspects of technology law 
including the protection of intellectual property lights, international distribution 
arrangen1ents, licensing and e-comn1erce-related contracts (including application service 
provider and web-hosting arrangetnents) as ~rell as strategic alliances and joint venture 
atTangements. John's business law practice includes dotnestic and cross-border n1ergers 
and acquisitions as well as corporate reorganizations, shareholders arrangen1ents, venture 
capital financings and valious types of credit arrangetnents. In addition, John regularly 
provides advice to boards, directors and 1nanagen1ent on governance issues. 
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Bruce McCarley 
Inten1ational Tax Partner~ Deloitte &Touche (Toronto) 
(416) 601-6033 
bn1ccarlev@deloittc.ca 

' 

Bruce McCarley is an Inten1ational Tax Partner and a n1ember of the Technology, 
M edia and Telecotntnunications Group in the Greater Toronto tax practice. Bruce 
specializes in developing innovative tax n1initnization strategies that bling value to 
organizations. He has extensive e:Arperience in corporate reorganizations and 
international tax matters, involving foreign corporations investing and operating in 
Canada as well as don1estic corporations expanding in foreign jurisdictions. Bruce is also 
a frequent speaker on a repeated basis at both internal and external sessions focusing on 
international tax. In particular, Btuce is a repeat speaker at the Canadian Institute of 
Chartered Accountants Advanced Inten1ational T ax Course and at the Council for 
International Tax Education. 





c tt Salka 
CEO., An1bit Biosciences 

l\11. Scott Salka ~ras a co-founder of one of th fir t cotnn1ercial geno1nics c n1panie 
quana Therapeutics Inc. Founded in early 1993 Sequana ~rasa pioneer in th effort to 

con11nercialize th international Hun1an Genon1e Project. As Sequana's Vice President of 
Operation and Chief Financial Officer Mr. Salka played key roles in financing the 

mpany through pli' ate and public stock offerings and in establi hing re earch alliances 
V\rith Glaxo Boehiinger Mannhein1 Boehringer Ingelhein1 and Parke-Davi . After the 
ale of Sequana in 1998 and until joining AI11bit in January 2001~ Mr. Salka sen ed as the 

P resident and Chief Executi' e Officer of two pli' ately-held genon1ics con1panies~ 

AI·caris? Inc. and 454 Corporation. Previously? Mr. Salka held' arious Inanageinent 
positions at Burroughs Corporation? Unisys Corporation~ and The BFGoodrich 
C ompany. Heal o sen ed honorably in the United States Arn1y's Special Forces as an 
advisor to several Central Ainetican go' ernn1ents on tnatters of internal defense. Mr. 
Salka recei' ed his B.S. in Finance from San Diego State Uni' ersity and hi M.B.A. frotn 
C arnegie Mellon University. 
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M artin Vezina 
T ax Partner? Deloitte & Touche (Montreal) 
(514) 393-7139 

M r. Vezina is a tax partner for the technology and R&D groups for the Montreal and 
Quebec practice and the person in charge of theN ational R&D In no' arion Con1n1ittee. 
He has been part ofDeloitte's R&D group for seven years and Deloitte's tax practice for 
n1ore than n year . As a CA~ he completed the CICA In-Depth Tax Course ~rhere he has 
also been a tutor. He ~rorks ~rith con1panies in the technology and the 
telecon1n1unication industries. Martin has considerable expetience in tax incentives 
related to high technology. He specifically developed expertise in tax credits for R & D 
activities. Martin advises his clients both pri' ate and public? in terms of tax planning 
intellectual property transfer and R&D tax credit optimization. 









Consulate of Canada, San Diego 
402 W Broadway, Suite 400 

San Diego, CA 92101 
(619) 615-4286 

sndgo-td@international.gc.ca 

Our tean1 of Business Development Officers provides expertise and assistance in a nun1ber of specialized 
technology-based sectors, including ICT, life sciences, aerospace and defense and clean tech. For n1ore 

infonnation about frade Con1n1issioner services, please contact us or visit infoexport.gc.ca. 

Sean Barr 
Consul & Trade Comn1issioner 
sean. barr@international.gc. ca 

Sree Sanyal 
Vice Consul & Trade Con1missioner- Defence and Hon1eland Security & Clean tech 
sreemoyi.sanyal@international.gc.ca 

Cheryl Rogers 
Trade Commissioner- Life sciences 
chery1.rogers@international.gc.ca 

Mario Diez 
Trade Commissioner- ICT 
tnario.diez@international.gc.ca 

Victoria Nelson 
Trade Co1nmissioner Assistant 

ictoria.nelson@international.gc.ca 
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At I nvestissement Quebec, we know it's not a I ways easy 

to make your business dreams a reality. That's why we want to 

simplify your life. We can help you get the financing you need, 

open doors and seize the wealth of opportunities out there. 

For us, its all about bringing your business to another level. 

We can also appreciate that your organization, mission 

and goals are unique. In fact, taking the time to listen and find 

solutions that are custom-tailored to your needs is an integral part 

of how we do business. 

Every client who comes to us gets our full attention. After 

all, when you apply for financing, what we see is a potential growth 

project, which goes hand in hand with economic development and 

job creation. We wholeheartedly support all businesses, regardless 

of their size, because helping them grow and prosper in Quebec is 

central to our mission. 

For 1 0 years now, we've been helping businesses reach their 

full potential. That's our strength and that's what we're here for. 

Jacques Daoust 

President and Chief Executive Officer 

www.i nvestq uebec.com 

GROW I NG JU ST GOT EASIER 
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we grow creativity 

lnvestissement 
Quebec 

GROWING JUST GOT EASIER 

393, rue Saint-Jacques, bureau 500 
Montreal (Quebec) H2Y 1 N9 
Canada 
Tel.: 1 866 870-0437 

Los Angeles Office 
M . Laurent Huot 
Director 
10940 Wilshire Boulevard, Suite 720 
Los Angeles, CA 90024, United States 
Tel.: 310 209-3332 
Laurent.Huot@invest-quebec.com 

and build on talent 
And, at INVESTISSEMENT QUEBEC, we can support you 
at every stage of your growth. 

Our team of experts can help you: 
• acquire sound industry intelligence; 

• forge productive strategic alliances with local 
and international partners; 

• find a site that suits your exact needs; 

• benefit from competitive fiscal incentives; 

• secure the right financial solutions, including loans, 
loan guarantees and working capital. 

See why Quebec means creativity without bounderies. 

www.investquebec.com 



Ontario International Marketing Centre 
Canadian Consulate General 
550 S Hope Su·eet? 9th floor 

Los Angeles? CA 90071 
\iVW\iV.investinontario.con1 

ri'h Int mational Marketing Centre in Los Angeles is acti' e in pro1noting Ontalio's strengths across 
tnan sectors, particular! Renewable Energy/ Cleantech, Infonnation , Com1nunication & T echnology 

(I rf ) including Digital Media and Gan1ing and Life Sciences. Our office Vv'Orks to prOlTIOte investn1ent 
and trade b working V\ ith local con1panies as \iVell as \iVith Ontario cotnpanies who are looking to enter 

the U .S. Southwest marketplace (California, Arizona, Ne\iV Mexico, Nevada, and HaV\raii). 

C hantal Ran1say 
C on ul (Econon1icAffairs- Ontario) 
chantal.ratnsay@international.gc.ca 
Tel (213) 346-2786 
Fax (213) 346-2797 

Alana Wagner 
Comn1ercial Officer 
alana.\iV~oner@international.gc.ca 

Tel (213) 346-2702 

Jonathan Burbaum, Ph.D. 
In stlnent Business Development Consultant, Life Sciences, Western US 
O ntalio Ministr of Econotnic Development and Trade 
Tel ( 58) 775-2227 
F a.x C8s ) 630-2987 
gnos s.consulti ng@gn1ail.com 
\NW\N.investinontario.com/lifesciences 
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THE CONNECT STORY 

CONNECT is a non-profit organization dedicated to creating and sustaining the growth of innovative technology 

and life science businesses in San Diego. Serving as a proven neutral broker, CONNECT directly addresses the critical 

business needs of companies ranging from start-ups to large public corporations as well as university and research 

entrepreneurs. 

Originally founded by the University of California San Diego at the urging of the business community, CONNECT 

is widely regarded as the nation's most successful regional program linking high-technology and life science 

entrepreneurs with the resources they need for success: technology, money, markets, management, partners, and 

support services. 

CONNECT's services are tailored to meet the varying needs of San Diego entrepreneurs at all stages of their business 

life cycles and growth. CONNECT delivers more than 300 events and programs each year, that engage more than 

1,000 CEOs and companies. Its programs serve as a catalyst for the development and exchange of ideas, a forum to 

explore new business avenues and partnerships, and an opportunity to network with peers. 

CONNECT's success is directly attributable to the generous, unfailing support of its friends and supporters. Its 

multifaceted network of business and university resources form the platform for its award-winning programs and 

events. The active, hands-on participation by its premier partners, vendors, and providers from the areas of high 

technology, life sciences, law, accounting, investment banking, marketing, and communications brings invaluable 

expertise. The business professionals and capital providers who serve as CONNECT management fellows and 

form its various committees round out CONNECT's circle of resources. The result is an energetic, resource-rich 

environment for honing ideas, pursuing personal growth and professional development, and exploring innovative 

business opportunities. 

CONNECT is entirely self-supporting. It is supported through membership dues, course fees, and corporate 

underwriting for specific programs. 

For more information on CONNECT or its programs, contact us at (858) 964-1300 or visit www.connect.org. 

CONNECT 

8950 Villa La Jolla Drive, Suite A 124 

La Jolla, CA 92037 

Phone: (858) 964-1300 

Fax: (858) 964-1301 

www.connect.org 



FRAMEWORKS WORKSHOPS 

Half-day professional development programs structured to provide attendees 

with an overview of business basics through our'Core Curriculum': a vocabulary, 

foundation, and "framework" in which business leadership can be built around, 

and our'Eiectives': a focused and detailed look at specialized and industry 

specific topics customized to fit the needs of a start-up company. 

• Core Curriculum (Business Basics) 

lntro to business basics for scientists and engineers-

i.e. Accounting, Finance, Sales and Marketing, Org. 

Structure, HR Finance, Legal, Business Plan Creation, etc. 

• Electives (lnFocus Seminars) 

Focused and industry specific subjects for start-ups such as 

Facilities, Regulatory affairs, Communications, Term Sheets, etc. 

"As always, CONNECT finds the best speakers for the best topics. CONNECT does 
education on the cutting edge:' 

MARK LONG 

Founder, SuperLab · 

"I love these CONNECT sessions- I always take away a few big ideas to apply to 
my job and spread through my company." 

DAVID SNYDER 

VP of Technology, Commercialization, SAIC 

"CONNECT FrameWorks Workshops are affordable and effective for the 
entrepreneur on a shoestring. I have taken away highly valuable concepts from 
every workshop I have attended:' 

ROBERT CASS 

COO, Perminova 

rontart 
Bethany Kraynack 

Director, Education Programs 

858-964-131 2 

bkraynack@con nect.org 

www.connect.org 

FRAMEWORKS COMMITTEE 

Ken Polin (Chair) 
Foley & Lardner LLP 

George Colindres 
McDermott Will & Emery LLP 

Joe Davidson 
Allen Matkins 

Sandy Ehrlich 
San Diego State University, 
Entrepreneurial Management CentE 

Julia Kellogg 
Cooley Godward Kronish LLP 

Mark Nash 
Barney & Barney 

Tyler Orion 
Board, CONNECT 

Dan Ruchman 
CONNEa EIR 

David Snyder 
SAIC 

Rose Thiessen 
Knobbe Martens 

Denise Thompson 
KPMG 

Dennis Zocco 

USD 



FRAfV\EWORKS ORKSHOPS CORE CURRICULUM 

C IIPLETE BUSIN~ c Dl 

Creating a technology strategy 
Business models 

• Financial projection techniques 

S RU(TI 01 G vr. ..... or: 117 T n 1 

• Board and officers' roles and responsibilities 
• Directors or advisors 
• Recruiting and retaining boards 

Compensation, salary scales and com parables 
• Bonus and incentive plans 

:; AR1 rr 1 • .,.. r:. R. T ~:c 

Budgeting & spreadsheets 
Financial infrastructure 

• Projecting start-up and development costs 
• Reporting and controls 

GETTI 1r: T oT~:n ~=-- 1 v 

Legal issues of business formation 
Boards of directors and advisors 

• Planning basics & terminology 

ESSE Tift' I= ADI r ' _f'.IT LA M 

• Overview of legal issues and compliance 
• Basic labor & employment agreements 
• Management issues and red flags 

Compliance and regulations 
• Insurance and risk management 

THE vr- .,.. IPC r DIT L Dpr.rr-sr 

Structuring a company for investment 
• Realistic expectations- for valuations and terms 
• Developing a value proposition 

VALUATI ~ I)(, 1=1 l.d ·:: L .A~ 1 ~ ': s 
• 
• 

Importance of accurate financial statements 
Creating projections 
Playing the VC game 

M,A RKfTI I . :: I EC R. BUS 1 1ES5 ..... E !1=!_0°tv'IE:NT 
Identifying and entering a market 
Timing and tactics 

• Building customer relationships 

TJ:R ~I ()I nG · 

Executive summary, Company & product overview, 

Market analysis, Marketing & sales plan, Operations plan, 

Management plan, Funds required & uses, Refine the plan ... 

T 111 tr. rv- . 

D&O, Liability, Errors & Omissions, Indemnification, Annual 

Report, Minutes, Stock Option pool, 401 K, W2, Vesting, 

Warrants, Deferred Compensation, Defined contribution 

plan, FICA, Deductions, Employer match ... 

TJ:PI\~1 10 r'\r" I 

Pro Forma, EBITA, GAAP, Ratios, ROI, Valuation, Sarbanes 

Oxley, Balance sheet, Cash flow, Margins, Burn rate ... 

'E ~· ':;•_ ')r,v. 

C-Corp, S-Corp, LLCs, Equity, Exits, Pro Forma, Milestones, 

Capital formation, Executive summary, Beta customers ... 

'EP 1•~tCL f'\r,V· 

EEOC, OSHA, Unions, Workers Compensation, Non-compete 

agreements, PPO, POS, PTO, PEO, HSA, Dependant care, FTE/ 

PTE, Independent Contractor, 1 099 ... 

TE R J1 I')-r\(jV· 

Angels, VCs, Bootstrapping, Strategic investor, M&A, ROI, I PO, 

Liquidity, Valuation, Term sheet, Series NB/C, Syndication, 

Exit strategy .. 

'EP ~I I()!_QGV· 

Price earnings ratio, ROI, Cash flow, Book value, Liquidity, 

Replacement value, Internal Rate of return, Pre-Money, Post

Money, PPS, Equity, Marketability, Capitalization ... 

TI=RM 1 1r'\L.QGV: 

Image, Branding, Messaging, Positioning, Competitive 

landscape, Market niche, Adopter, Differentiating, Collateral. .. 



FRAMEWORKS WORKSHOPS ELECTIVES 

THE FC 1\ n nr~= c 

• 

• 
• 

The regulatory landscape 
Legal issues and compliance- at all stages 
Reimbursement issues 

ART crT q: Tl= II I I ,... 

• Critical issues for founders 
• Understanding investors' concerns 
• Protective provisions and investor rights 

LAUNru 1 1r: 8 Alt:R~ITF-

• Agreements with 3rd party vendors 
• Protecting your on-line IP 
• Marketing & advertising 
• End user agreements 

NEGOT' Tl lr: r:l EVIRI J: c Cl= 

• How to use commute/recruit studies 
• Putting a relocation team in place 
• Key lease or purchase agreement clauses 

INTRC' 
.. 
• 

• 

• 

• 

• 

• 

I lr""'T'"I- I Til 10 

The fundamentals of Intellectual Property 
What can you protect 
What are the critical issues 
Do's and don'ts of getting started 

Alliances in an overall business strategy 
Assessing your potential value 
Characterizing and evaluating potential 
partners 
Defining metrics and expectations 

ACCP'"SIN~ r..f"\ 'ERf\I(\J11=f\IT (:,RA lTC 

" Finding the right programs 
• Proposal writing 
• Preparation, administration and regulations 
• SBIR I STIR 

AVOICI~'G LICENS 11\l'J PITFALLS 
• 

• 

• 

Why license 
Identifying and targeting opportunities 
Due diligence & avoiding pitfalls 

MERGI=D Q {1rr\lll 1 1r 1 

• What are they and how do they work 
• Preparing for due diligence 
• Exits and expectations 

THF F " I '")VJ:J: I J: SH D IT R ATIVF 
• Creating EO in your company 
• Funding growth without VC Capital 
• Building ownership culture 

BUILDI If: Vr\1 IQ D Dt '"")L 10 
• Protecting your I P 
• Building a strategic portfolio 
• Identifying your value and competitive 

advantages 

DOING Q 1 11= c 1 1 r~1 ~~ R, 1 IDIA 

• 
.. 

Macroeconomics of Asian markets 
Dealing with family-owned businesses 
Developing new competitive strategies 

INTERNAT10 IAI niCTRIR ITir\ 1 

• Utilizing a risk management approach 
• Managing channel conflict 
• Understanding governing law to resolve 

disputes 

PROTErTI 1r: r: 1 r-r f")Q(")f"'\ 1rT 1 Rll lTV 

• 

• 

• 

Importance of labels, warnings, and 
instructions 
The differences between negligence, strict 
liability, or breach of warranty 
Consumer Product Safety Improvement Act 

SOURC ~ ALTEJi IAT 'E ):I ~~~ CING 
• Debt and venture debt 
• Traditional bank financing 
• Vendor and purchase order financing 
• Bootstrapping 

EFFECTI 'E PPODUCT "t l\N GEMENT 
• 

• 
• 

Prototyping and design 
Systems and quality controls 
Resource planning 
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