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e Latest: Release of 2016 edition of R&D tax incentive
indicators (February 2017).

 Governments worldwide increasingly rely on tax
incentives in addition to direct support measures (e.g.
grants) to promote R&D in firms and encourage
innovation and economic growth. The OECD has
developed experimental methodologies and a detailed
database on R&D tax incentives with the latest
indicators on the cost and information on the design
and scope of R&D tax incentives.



Direct government funding of business R&D and tax incentives for R&D, 2014
As a percentage of GDP
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CRA Redbook SR&ED Statistics



CRA Red Book on SRED

Description Selection Reason | Service Standard (CRA
Code in AIMS time in days)
Current-year refundable daims 2337 120
Claimant-reguested adjustiments - refundable 402 240
Current-year non-refundable clams 450 385
Claimants-reguested adjustments - non-refundable 452 385

The expectation is that at least 90% of claims are processed within the service standards.
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2007 — 22,370 claimants for S 4.08 billion




; Redbook March 2010.PDF - Adobe Acrobat Pro — O
e Edit View Window Help

Intake of Claims for the period April 1, 2009 to March 31, 2010
Arrivage de demandes pour la période du 1er avril 2009 au 31 mars 2010

" ITC claimed / CII démandés ($,000)
Total 2337 402 450 452 Ofars/Autres | Total 2337 402 450 452 Othersiautres
Halifax CTSO/BSFC 1,012 518 249 134 105 6 72,112 26,349 11,956 22,338 11,453 16
Québec CTSO/BSFC 3,282 1,968 556 474 253 31 213,418 95,466 13,360 90,762 13,707 123
Montréal CTSO/BSFC 4,307 2,538 720 722 284 43 759,634| 221,935 26,239| 454,177 57,055 228
Laval CTSO/BSFC 2,651 1,533 509 398 165 46 368,739 108,213 15,752 209,323 30,165 5,286
Ottawa CTSO/BSFC 1,611 902 330 212 143 24 314,135 149,143 22,098 86,674 54,138 2,082
Toronto West/Ouest 2,040 906 567 287 226 54 572,729 104,654 31,829 221,706 169,616 44,924
Toronto CTSO/BSFC 4,543 2,275 1,387 414 375 92 746,620 256,162 84,630 236,966 148,356 20,506
Hamilton CTSO/BSFC 4,056 2,082 1,074 444 332 124 457,143 177,319 53,656 162,427 58,247 5494
Calgary CTSD!BS& 2,542 1,118 644 389 322 69 601,829 137,545 49.467| 275972 137,516 1,329
C I 1573 RAT a5 reos 73 435650 185465 #1058 125066 72322 5695
All Canada/Tout le Canada 29,044 15414 6,876 3,769 2,453 532 4,546,009| 1,472,251| 350,086| 1,885411| 752,575 85,686

Others/Autres : These are claims with selection reasons / Ce sont des demandes avec les codes de motif 401,406,407 440,441 442,451,480,481,462.

Increasing trend to 2010




Processed April 1, 2015 to March 31, 2016 Demandes traitées du 1 avril 2015 au 31 mars 2016
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2007 — 22,370 claimants for S 4.08 billion
2016 — 22,839 claimants for S 3.98 billion
Sharp reductions in future?




Notable changes

e 2012 new policy documents
e Elimination of 128 project examples



Sample SR&ED Stakeholder Positions

Hi Dave;
We found that CRA is making it harder and harder to make SRED claims, so we have stopped.

Hi David,

At this point and seeing as how many hassles we had over last year's claim, we are re-evaluating whether or not to even
apply, we spent way more money in total dealing with the claim than we made back, so from a financial position it was a
big loss for us and we would have been more productive putting our time into our products.

We will decide later this year if we want to go ahead or not.
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Department of Finance Projects Decrease In SR&ED Payouts

Public- and foreign-owned likely to suffer most

The Canadian Department of Finance has made a 15% downward revision in the total amount by which
it expects SR&ED investment tax credits will reduce federal revenue from income tax in 2016 and 2017.

Even more striking is that the projection for non-refundable ITCs - the kind earned by public- and
foreign-owned corporations — was revised downward by 37%.



The 2016 edition of the Report of Federal Tax Expenditures (formerly Tax Expenditures and Evaluations)
projected that the total "tax expenditures” for the SR&ED program would be $3.2B for 2016 and $3.3B for
2017.

The 2017 edition of this same report projects those figures to be $2.7B for 2016 and $2.8B for 2017.

Two other comparisons worth noting from within these two editions of the report are the changes arising
from refundable vs. non-refundable ITCs:

@201 @2017 A

non-Refundable 2016 eamed in current applied tocurrent  $0.0108 304208 31%
non-Refundable 2016 eamed in current applied to prior $0.1156 _$0.040B  65%
Total non-Refundable eamed In 2016 $0.7258 304608  37%
non-Refundable 2017 eamed in current applied to curent 506408 304408 31%
non Refundable 2017 eamed in current applied toprior $0.1258 500408 8%
il non Refundable samed in 2017 $0.7658  S0480B  37%

Refundable 2016

- $15758

513058

Refundable 2017

$1.645B

51.350B




Case for a New 3 billion dollar
SR&ED Tax Credit Authority

Major Tech Group Calls for the Creation of an Independent Authority to manage Canada’s $3 billion SR&ED tax incentive program
September 23, 2016

HON. NAVDEEP
BAINS

Ottawa, ON...CATAANlIance, Canada's One Voice for Innovation Lobby Group has called on Navdeep Bains, Minister of Innovation, Science and Econormic Development, in
collaboration with Cabinet Ministers, to introduce an Independent Authority to manage the SR&ED tax incentives program.

The propaosal for the Authority was outlined on Facebook Live by CATA 5r. WP, Russ Roberts, who led team of experts in the development of terms and conditions.

Listen to CATA 5r. VP on Facebook Live: Advocacy Update



Scientific Research and Experimental Development (SR&ED) Tax Incentive Program
CATA Update on SR&ED, July 2017

July 14, 2017

Administrative Growth at the CRA - a Conundrum

The conundrum: as the rate of growth in federal tax expenditures on Non-refundable SR&ED
tax credits earned and claimed in the year decreased from 2005-2006 on, the administrative cost
of the program has increased significantly over the past 10 years.

By fiscal 2015-2016. the CRA 1s spending around $85 million involving about 725 full-time

equivalent (FTE) employees. And, we see that the CRA 1s advertising for additional technical
- 4

reviewers.

Ten (10) years earlier (2005-2006), only $53 million and 520 FTEs were used to administer the
program when the CRA provided $1.8 billion in tax assistance. That is, the dollar cost has
mcreased by 60% and FTEs have grown by 39% 1n this period.



When we met with the CRA about the policy changes, they raised concerns about significant
abuses in the program. But, the CRA did not and still have not described what they mean by
"abuses."

What happened? The CRA eventually issued new interpretative polices officially in 2012.
However. the community still argues that CRA's reviews are restrictive and out of synch with
emerging jurisprudence and out of synch with the way that SR&ED i1s normally conducted by
businesses.



Responsibilities of the proposed
Independent Authority for ICT

review claims for SR&ED tax credits in the ICT
sector

certificates of eligibility at concept phase;
onsite reviews as necessary;

independent & timely redress processes;

review claims for "digital innovation" &
"innovation box" tax credits commercialization
of successful innovations



require companies to benchmark current
status & business model for innovation(s) &
development

issue certificates of eligibility at concept phase
CRA still provide financial reviews

report annually on the results of the programs,
the evolutions and proposals for
Improvements.
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