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TAKE ADVANTAGE OF UNIVERSITIES!

To optimize funding sources and reduce costs related to your R&D project, it
is important to plan this project adequately. But did you know that research
contracts can also contribute to this cost reduction, and even facilitate the
provision of certain subsidies? Read on.

You have an R&D project, but you do not have the internal human and material resources
to carry it out? Concluding a research contract with an approved research entity can
be an interesting option for your enterprise.

In fact, in order to drive research conducted in Quebec, the Canada Revenue Agency
(CRA) and the Quebec Revenue department (MR Q) offer particularly advantageous
tax incentives. The MRQ has specific conditions that must be met when a research
contract which has received a favourable advance tax ruling is awarded to an
approved entity.

APPROVED RESEARCH ENTITY
By "approved research entity” the MRQ means:

e Eligible universities, such as the Université de Sherbrooke, research centres in
university hospital centres, etc.

SPublic research centres such as, department of agriculture research centres,
the Centre de recherche industrielle du Québec (Quebec industrial research
centre, or CRIQ), college centres for the transfer of technology, which include
the Centre de Productique Intégré du Québec of CEGEP de Sherbrooke, etc.

e Eligible research consortia

You have identified the approved entity which will be able to complete your R&D
work? It is now essential to insure that the concluded contract will meet the eligibility
criteria required for an advance tax ruling. Let's see what this consists in.

RESEARCH CONTRACT

To be recognized as eligible by the MR Q, a research contract must detail the
following items:

® The contract: The project must be ® The research control: The
clearly defined (objectives, stages approved research entity must
of completion, etc.) control the R&D activities and

. . perform the research itself
® The execution site: The research

must be performed on Quebec ® Result disclosure: The research
soil centre must transmit the results
of research as and when the work

® The use of results: The company
must have the right to use the
research results. However, it does ® The schedule
not have to hold the intellectual
property rights

progresses

® The estimates

® The terms of payment

Once the contract is concluded, you must have it certified by the MRQ by presenting
a request for advanced ruling.
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OUR SERVICES

PROJECT ANALYSIS
® [dentify eligible projects
® Assess potential tax credits
CLAIM PREPARATION
® Prepare scientific reports
® Analyze and compile expenditures
® Prepare SR&ED tax credit forms

PROJECT, ACTIVITY AND
EXPENDITURE DEFENCE
® Train your personnel about the
criteria of the SR&ED program
® Prepare personnel for scientific and
financial audits
® Participate in defending claims
of scientific and financial aspects
® Prepare and present complementary
documents
CLAIM PROCESSING
MONITORING
® Monitor processing of claim files
® Analyze and comment upon
contribution projects
® Review accuracy of contributions

APPLICATIONS PREPARATION
FOR GRANTS AND FUNDING
SUPPORT FOR DOCUMENTATION
EXPERT ADVICE
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SR&ED TAX CREDIT

REQUEST FOR ADVANCED RULING

To insure a favourable response from the MR Q, your request must meet the
production requirements listed below:

® The request must be submitted within 90 days of contract signature.
An additional delay is provided by law under certain conditions

® The request must be accompanied by a description of the project
to be performed

® Each research contract must be submitted as a separate request

You find that this entails a lot of work? Never fear, it will be compensated by the
benefits your business will derive.

ADVANTAGES FOR THE ENTERPRISE

Granting a research contract can be interesting for your company because:

e It provides access to highly qualified resources and specialized equipment
e [t facilitates the provision of subsidies

¢ Combined with a favourable advance tax ruling, the eligibility percentage
of this expenditure jumps from 50% to 80%, at the provincial level

e This portion of expenditure gives rise to a provincial tax credit of 35%

® Moreover, the entire expenditure gives rise to a federal tax credit of 20%
or 35% according to the category your enterprise falls in

NET COST OF SR&ED - RESEARCH CONTRACT

TAXPAYER FINANCING FEDERAL, WITHOUT ADVANCE | |\t oo e RULING
AT PROVINCIAL AND RULING FROM From R B
OTHERS SOURCE From Revenu Québec rom revenu luebec
GRANT 0,0% 0.0%
SR&ED TAX CREDITS (F&P) 47.2% 53.2%
SME TAX REDUCTIONS (F&P) 11.5% 11.1%
TOTAL FINANCING 58.7% 64.3%
NET COST 41.3% 35.7%
GRANT 0.0% 0.0%
SR&ED TAX CREDITS (F&P) 27.0% 42.4%
Large TAX REDUCTIONS (F&P) 22.9% 20.6%
enterprise  [ToTAL FINANCING 49.9% 63.0%
NET COST 50.1% 37.0%
CONCLUSION

For a small to medium size-business, the cost of a contract awarded to a university
represents only 35,7% of actual costs. Thus, it does not represent such a big
expense anymore.

You want to exceed the technological level of your competitors?

TAKE ADVANTAGE OF OUR QUEBEC UNIVERSITIES.

FREE ASSESSMENT
OF POTENTIAL TAX CREDITS

AT INITIAL MEETING




