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Saturday, November 9, 2013

Financing Two Of Canada’ Ta! Credit "rogram # $e’ve %ot &t 'ig(t &n Fi)m and S'*+



,ard To -e)ieve . Ta! Credit Can -e Financed/



O0*'0&*$ 1 &nformation on financing ta! credit 2rogram in Canada3 ,ere’ $(y 4ou Need To Con ider S'*+ and Fi)m Financing for ca ( f)ow and wor5ing ca2ita) /



Financing ta! credit 2rogram in Canada3 Whether its SR&ED R&D credits or the much more sexy ' film, TV, transmedia' credits it’s always a surprise to us that the actual users of these two anadian pro!rams don't always "now, or consider that claims under these two pro!rams can #e financed$ %et's di! in$ &ny country, anada included typically has some sort of !enerous and often well used non repaya#le credit 'which can #e moneti(ed)financed* &ll sorts of anadian !o+ernment pro!rams, !rants etc are a+aila#le , two of the most popular ' and financed #y the way * are ' SR&ED- and ' ./%0'$



1umerous aspects need to #e considered to successfully complete a claim, and finance it under each pro!ram$ %et's discuss a couple of aspects and also identify some "ey similarities in the way in which these pro!rams can #e financed for cash flow and wor"in! capital$ S'*+#



anada’s Scientific Research and Experimental De+elopment 2ro!ram 6S ' * +7 pro+ides -i))ion of do))ar of fundin! for research in anadian industry$ Despite a handful of what we can call "ey chan!es to the pro!ram claimin! ' SRED’, 'includin! a



recent nationwide focus to +alidate the +alue of the pro!ram* thousands of anadian #usinesses, includin! your competitors, file claims$ When it comes to R&D claims its all a#out the technical aspects of your claim$ That's where the role of the preparer, "nown as the 8 S'9*+ Con u)tant8 plays a "ey role$ They prepare claims for you in one of two manners , they will prepare the claim for free at their cost, and char!e what’s "nown as a contin!ency fee if the claim is successful$ That has tremendous appeal to #usiness owners, as the fees of 34,567 of the claim 'that’ a typical ran!e* are only paid if the claim is successful and your funds are recei+ed$ Note 8 9ou can of course pay a strai!ht fee to prepare the claim, which will almost always #e less then the contin!ency fee $ onsiderations are : &S; <=T.%<W ) R/S> $ .inanciers of your claim will in almost all cases ta"e a loo" at who is preparin! your claim$ /f it is done #y a le!itimate reco!ni(ed consultant with a trac" record naturally financin! that claim #ecomes much more easier , #ecause in S'9*+ ta! credit finance the main collateral for the loan is of course ' the claim '? There's a lot of discussion in the industry these days, includin! the !o+ernment around SR&ED consultants disclosin! their fees , one concern #ein! that hi!h fees destroy the true spirit and effecti+eness of the pro!ram$ We'll a+oid those ar!uments and simply say that financin! a le!itimate and successful S R E D claim pro+ides your company with ca ( f)ow and replenishment of research acti+ities$ F&:;<T0<=N&;=T&ON# The history of ta! credit financing in t(e *ntertainment indu try has re+ol+ed around different cycles where the players and the pro!rams chan!e$ anada is now widely "nown for ha+in! a ro#ust and !enerous tax credit pro!ram , with credits that are financea#le in the same !eneral manner as our aforementioned SRED claims$ So while the producer owner of anadian content runs around town chasin! pri+ate e@uity, hed!e funds, and other ' alternati+e ' methods of financin! proAects one thin! is always for sure , The fi)m ta! credit com2onent will always #e there to complete the fundin! cycle $ /t's more often than not the ' sure thin!' component of the total capital plan for any proAect in film, animation, and tele+ision$ .irms that finance the tax credits, some anadian #an"s included, li"e the tax credit pro!rams #ecause they reduce the ris" of proAects ha+in! to #ecome commercially successful$ &fter the B66C economic collapse all media financin!, as in other industries, #ecame more difficult$ ;owe+er financin! tax credit claims continues to remain a sta#le component of the capital structure of any proAect$



So while senior de#t, ' !ap' financin!, ad+ertisin! dollars, and pre sales all are challen!e producers always "now that a "ey component of their financin!, the tax credit collateral is !oin! to #e there$ <ur Dottom line ' /t's !reat to ha+e a ' hit E, it's e+en #etter to ha+e a tax credit'? Tax credits in these pro!rams are a com#ination of federal and pro+incial credits which can #e moneti(in! after 'or in some cases durin!* your proAects$ /t's all a#out anadian content and anadian spendin!$ The two types of credits are the C"TC and the "STC$ & si!nificant amount of la#or and production spendin! can #e claimed$ Similar to the role of the E consultant ' in the SR&ED pro!ram the most effecti+e claims in media tax credits are prepared #y Fi)m ta! credit accountant who speciali(e in maximi(in! the +alue of your claim$



.inancin! tax credit pro!rams in film and SRED is not complicated$ & simple application process exists for each type of claim$ .inancin!, typically #y a non #an" finance firm is structured in the form of #rid!e loans$ 1o payments are made until the !o+ernment funds are recei+ed$ &d+ances of F67 of the +alue of your claim are a typical ran!e you can expect for either !enre of tax credit$ 9es, #elie+e it,



S'9*+ and fi)m ta! credit can #e financed , they pro+ide Dillions of dollars of fundin! each year$ /f you want to '!et it ri!ht' in financin! your claim see" out and spea" to a trusted, credi#le and experienced anadian #usiness financin! ad+isor who can assist you with the financin! of your claim $



Stan "ro5o2 , founder of > "ar5 =venue Financia) (tt2#<<www3>2ar5avenuefinancia)3com <ri!inatin! #usiness financin! for anadian companies , speciali(in! in wor"in! capital, cash flow, asset #ased financin! $ /n #usiness 36 years , has completed in excess of C6 0illion GG of financin! for anadian corporations $ ore competancies include recei+a#les financin!, asset #ased lendin!, wor"in! capital, e@uipment finance, franchise



finance and tax credit financin!$ /nfo re: anadian #usiness financin! & contact details :



> "ar5 =venue Financia) ? S'9*+ =nd Fi)m Ta! Credit Financing *!2erti e



;a+e & Huestion ) omment <n <ur Dlo! <r anadian Dusiness .inancin! &lternati+es I CONT=CT# > "ar5 =venue Financia)



South Sheridan Executi+e entre BJ36 South Sheridan Way Suite 563 <a"+ille, <ntario %KL FLC "(one ? 90@ A29 2B@3



*mai) ? 2ro5o2C>2ar5avenuefinancia)3com



Stan "ro5o2
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