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Agenda and objective
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Overview of EY Incentives team
Get to know team members

SR&ED program overview
Benefits available to claimants

Background & technical eligibility

The latest guidance on CRA's approach

Eligible cost categories
What can and cannot be claimed

SR&ED indicators

Things to look for when identifying potential projects

EY's process
Our low impact approach to maximizing your claim

Questions and discussion

EY



Overview of EY's incentives team
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Our multidisciplinary team is your

one-stop shop

2 :

We bring together rich expertise,
cross-sector understanding and vast
experience as one of Canada'’s largest
dedicated SR&ED and Incentives practices.

Scientists, engineers and tax specialists

) A Covering all Canadian industries, sectors,
Whatever your size, scale or ambition: markets and jurisdictions

we are a nimble operation, operating at the <N
heart of one of the world’'s most. connected =

professional services firms.

Thinking local, and acting global, to navigate
Canada’s extensive claims landscape

THIS MEANS YOU'LL NEVER | 3
HAVE TO GO ANYWHERE ELSE. y

\
N
Y
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SRED Technical & Financial Resources

l Korey Conroy, PhD | Partner & Incentives Lead

» Korey.Conroy@ca.ey.com | 403.650.8571

© Cecile Arendas, CPA, CA | Sr. Energy Tax Leader
» Cecile.Arendas@ca.ey.com | 403.836.1705
© Matt Morgan, PhD | Energy & Chemistry

» Matthew.Morgan@ca.ey.com | 587.888.7045
© Seth McAfee, PhD | Energy Transition & Chemistry
» Seth.McAfee®@ca.ey.com | 403.410.0051

© Eric Hong, BSc | Software & Machine Learning

» Eric.Hong3@ca.ey.com | 403.206.5105

© Milanpreet Kaur, PhD | Energy & Chemistry

» Milan.Kaur@ca.ey.com | 403.410.9446

© Anita Orere, MSc | Petroleum Engineering

» Anita.Orere@ca.ey.com | 403.206.5022

© Brad Freake, MSc | Geology & Geochemistry

» Brad.Freake®ca.ey.com | 403.410.6665
Vivek Singh, CA | Tax & Incentives Costing

> vivek.singh7@ca.ey.com | 403.206.5130

5 | 11/27/2024 | Unlocking SR&ED for Cleantech Startups




Our wisdom translates into

your success

ALY

‘

1,461 480 167 64/

OUR SUCCESS

98%

years in the years of years of years of
WORKFORCE POST-SECONDARY GRADUATE SR&ED
EDUCATION SCHOOL EXPERIENCE

Recovery on Recovery on files
all files reviewed by the CRA

et
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SR&ED Program overview
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What is SR&ED?

A long-standing Canadian tax incentive program intended to promote innovation and technology advancements in
technology and engineering environments. It is the single largest source of non-competitive funding in the country.

|
Administration

Project eligibility assessed by technical
and financial auditors at Canada
Revenue Agency

h 4

ITC benefits

Federal and Provincial
ITC disbursements annually $3-5 billion

Industry benefits

Claimants can recover 15-48% of their
R&D expenditures in tax credits
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ITC = Investment Tax Credits



National benefit landscape

. CCPCs with <$40M in taxable capital

CCPCs with >$40M in taxable capital;
non-CCPCs; public companies

NL
h 35.0
s 4
LN

PEI

SK NB
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Unique program features

Can claim retroactively

Program allows for claims to be submitted up to
18 months after a fiscal year end - Ideal scenario
involves filing concurrently with T2

Broadly Applicable

Available to all companies and industries in
Canada operating in any eligible field of science
or technology

Respects competition

Multiple claimants can claim for the same technology
development provided the methodology has not been
disclosed publicly

Confidentiality preserved

There are no requirements to publicly disclose any
elements of your technology development to access the
incentive
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Failure is acceptable

Project success is not an eligibility requirement - Even
failed attempts can create new knowledge and
represent advancement

Uncapped benefits

Available to all companies and industries in Canada
operating in any eligible field of science or technology

Not a grant

Incentive program available to all taxpayers. Benefit
disbursement is based strictly on being eligible, not the
most eligible

Mature program

SR&ED is utilized by most companies developing new
technology. Not claiming SR&ED invites risk of being
out-competed by those that do

et
EY
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The SR&ED definition describes HOW and WHY the work is carried out

Part 1: How?

a systematic investigation or search that is
carried out in a field of science or technology
by means of experiment or analysis...

Part 2: Why?

...the advancement of scientific knowledge, or
for the purpose of achieving technological
advancement aimed-at creating new, or
improving existing, materials, devices,
products, or processes including

incremental improvements.

2\
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How the work is performed

Scientific method (i.e. the 5 Questions approach) still dictates how the work must be performed and documented

O

@)

Attempt to
overcome scientific
or technological

@ uncertainty by...

Formulating

hypotheses using
available knowledge
and...
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Conducting
experiments to test

@ hypotheses where...

Data analyzed to
understand and
validate hypothesis
while...

Maintaining
contemporaneous
documentation

5 throughout the project.




Why the work is performed

Purpose is to advance technology by enhancing knowledge of the underlying scientific principles and
relationships that govern an experimental outcome

Claimant's knowledge
base at project initiation

090

%
Claimant’s proprietary Publicly available knowledge Incremental new
knowledge e.g. Textbooks, knowledge

literature, conference
presentations, etc.

| T

Claimant's
knowledge base at
project conclusion

14 | 11/27/2024 | Unlocking SR&ED for Cleantech Startups EY



How to identify an eligible project
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SR&ED
Project

SR&ED
Begins or
Continues



Documentation requirements

Documentation should be dated. It is important to identify
and track projects as they happen. Some examples:

) 4

VvV vV VvV v V¥V

Project planning documents

Records of resources allocated to the project (e.g. Time sheets)

Design of experiments

Project records, laboratory notebooks

Records of trial runs

Progress reports, minutes of project meetings

Test protocols, test data, analysis of test results, Conclusions

Photographs and videos

Contracts and invoices
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Eligible cost categories
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Eligible cost categories

—e Labour >

oBo

1

Wages for T4-salaried
employees (specified and
non-specified) for time
spent performing SR&ED
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)

g Materials o

Purchased items that are
consumed/destroyed or
transformed during
execution of SR&ED

)

Payments made to
Canadian contractors or
research institutes to
conduct SR&ED activities
on your behalf

(Claimable at 80%)

. Contracts & Third- N
Party Payments

)

>

Intangible costs that are
directly related and
incremental to the
execution of SR&ED

Two methods:
Proxy vs Traditional




Support Work Categories*

* Must be commensurate with the needs and directly in support of SR&ED.
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Claiming SR&ED with additional Canadian funding

ALBERTAA .
INNOVATES MnJacs

STRATEGIC INNOVATION FLND

el el
NRC Industrial Research z

Assistance Program

oy SUSTAINABLE DEVELOPMENT

b TECHNOLOGY CANADA
C 3 | N
Clean Resource Innovatic

And many others...

on Network
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How to account for other sources of Canadian funding, including

from Canadian companies

» Identify projects and eligible activities
1 » Include labour, materials & contracts
» Determine preferred overhead method (proxy or traditional) and include

» ldentify sources of Canadian assistance (government & non-government)
2 » Assess areas of support
» Exclude support for non-SRED activities

Total Qualifying SR&ED

3 BOX L = B2 Expenditures for ITC Calculations

2\
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SR&ED indicators
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How to identify a project

02

Publishable findings
and conference
presentations
07 \/\

Reduced rates
of return in
on projects

\/\ (0)c]

Projects internally
recognized as
'trials’ or ‘pilots’

Energy transition with
/\/ uncertainty
(0]5) \/\

Collaboration with
vendors on
new/improved
technology

Additional
government
support

Improved
environmental
practices

Patents or
patentable ideas
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SR&ED projects co-exist within all facets of Clean Technology

Environmental Carbon Capture

i | Water Management
Heat and Power Utilization and

i Energy Efficiency
] Facility and Process
| Engineering

Digital Transformation

Data Science and

Generation Sequestration Machine Learning
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Maximizing your SR&ED claims
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Our 4 Step Process

4. Strategize
Keep abreast of your company O
objectives and future plans to T I '
continue maximizing available ,@
funding and grant programs on
an ongoing basis.
3. Report
Conduct ongoing compliance @ (= @
review and provide support with | /
any post approval reporting
requirements, and guidance to

ensure they remain in funding
guidelines. Prepare follow up
reports as necessary.
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1. Scope & analyze

Learning and reviewing your
business operations and projects
from a holistic approach based on
your past, future goals, and regions
you operate in.

2. Apply

Hold project meetings with
relevant project leads, prepare and
submit applications while compiling
documentation package for
support in audit if needed.
Maintain ongoing communication
and management with appropriate
governing agencies.

EY



What if minimal effort could

unlock maximum results?

3

@R&ﬁéj v % + il

LESS time EY's Industry First-in-class MROTI
required from Leading SR&ED Tracking & Maximum Return on
Project Leads Experience Compilation Tools Time Investment
“ i
Y

@/ More productivity
@/ Shorter development cycles

@/ Quicker time to market

ALLOWS MORE TIME
DEVOTED TO R&D ACTIVITIES

RETURN ON INVESTMENT @ Increased profitability potential
Your success is contingent on limited but active participation by

your team. By investing a small amount of time, you can expect an

impressive return on your investment.
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Fewer costs. Greater capital.

Limitless opportunities.

PROCESS FOR CLAIMING A SR&ED PROJECT

OPPORTUNITY
I ASSESSMENT

Our holistic approach Review prior claim

helps minimize the effort
YOUR TEAM spends on
SRED while maximizing SR&ED Education Compile List of
the benefits and return Potential Projects
on time and investment.

Project scoping

Project Scoping

Request

supporting docs Gather

supporting docs

CLIENT TIME NEEDED
2-4 hours

B EY M Claimant
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CLAIM

PREPARATION
Review documentation

Draft project
description

Technical peer
reviews Review project
description

Capture all eligible
activities and costs

Prepare financial
working papers

Financial peer review

CLIENT TIME NEEDED
1 hour

*

CLAIM
COMPLETION

SRED schedules AND FILING

inT2

Peer review T2

Claim summary and
closing package

Sign off meeting .
Attend claim sign-off

meeting

Confirm filing

CLIENT TIME NEEDED
1 hour

EY



The non-dilutive funding landscape offers our clients significant opportunity

to leverage for capital spending initiatives

Provincial tax credits

@"‘ » Alberta Carbon Capture Incentive Program
>

Alberta Petrochemicals Incentive Program
Investment tax credits » Alberta Innovation Employment Grant

> Clean Electricity » Ontario Innovation Tax Credit

» Clean Hydrogen

» Clean Technology Adoption

» Clean Technology Manufacturing

» Carbon Capture, Utilization and Storage
» Electric Vehicle Supply Chain

INNOVATION OR PILOTING

RESEARCH & DEVELOPMENT
DECARBONIZATION PROJECT

Targeted programs
» Strategic Innovation Fund

» Smart Renewables and Electrification
Pathways Program

» Clean Fuels Fund
» Low Carbon Economy Fund

Strategic finance
» Canada Infrastructure Bank
» Canada Growth Fund
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>75%

of project costs can be covered
through a

combination of incentives including grants, ITCs
and low-interest loans

>

Carbon credits

Alberta TIER program

Clean Fuels Regulation

BC Low Carbon Fuel Standard
Output-Based Pricing System
Voluntary Carbon Markets

Innovation programs

Scientific Research and Experimental
Development

Emission Reduction Alberta

Deadline-driven funding calls
(NRCan, etc.)

And many others...

EY



Federal Budget 2023 Incentives

The federal and provincial governments offer a range of incentives to help Canada transition to a clean economy. Strategic Priorities include:

()

o,

Electrification

ol

Major projects

These proposed
measures include
targeted incentive
programs and
investment tax
credits:

Targeted
> programs

» Strategic Innovation Fund

» Smart Renewables and
Electrification Pathways Program

» Clean Fuels Fund
» Low Carbon Economy Fund
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4

b - b Polllutmnlprlcmg
credits and requlatory
framework
» Clean Electricity » Large-Emitter Pricing Systems
» Clean Hydrogen » Contracts for Difference
» Clean Technology Adoption » Clean Fuels Regulations

» Clean Technology Manufacturing

» Carbon Capture, Utilization
and Storage

Y,

Electric vehicle and batteries Clean energy Critical minerals
e o=
o0 b
Clean manufacturing Infrastructure Emissions reduction

B> Strategic finance

» Canada Infrastructure Bank
» Canada Growth Fund

EY



Clean economy Investment Tax Credits

The hallmark of Canada's Emissions Reduction Plan are multiple capital-based refundable ITCs

Provincial

I Federal
@' 3 O% * Clean Technology Investment Tax Credit
kil 3 O% Clean Technology Manufacturing Investment Tax Credit

S?ig ]_ 5% *  Clean Electricity Investment Tax Credit

@ 3 7 . 5%—60% * Carbon Capture Utilization and Storage

T%— 1 5%—40%* Clean Hydrogen

]_ O /0 Electric Vehicle supply chain

*If certain labour requirements are not met, the ITC rate is reduced by 10%

ZERO-EMISSION TECHNOLOGY MANUFACTURING RATE REDUCTION

égﬁ U p tO 50% reduction in Federal Corporate Income Tax Rate

30 \ 11/27/2024 \ Unlocking SR&ED for Cleantech Startups

NORTHWEST
TERRITORIES

YUKON

9.5%

5%
BRITISH
COLUMBIA

8%

SASKATCHEWAN 7 5(y . 1 5(y
. 0 0
12% MANITOBA 10(y
(Petrochemicals 0
Incentive Program) (for CCPCs)
ALBERTA ONTARIO

LEGEND:
. Green ITCs

. Manufacturing and Processing ITC

QUEBEC

— . 10% — 40%

(including bonus depreciation,

15%-

NEW

management software and hardware)

20%

(for CCPCs)
NEWFOUNDLAND
AND LABRADOR

10%
PRINCE EDWARD
ISLAND

25%

(major capital projects)
BRUNSWICK NOVA SCOTIA

10%
ATLANTIC PROVINCES
Newfoundland and Labrador,

Prince Edward Island, New Brunswick,
Nova Scotia, Gaspe Peninsula

EY



Next steps & best practices

CONSIDER

Think about your work this past year.

If you were developing technology,
engaging with operators to design
trials, analyzing data, solving
problems, modifying processes, or
presenting ideas then you may have
been performing work that qualifies
for SR&ED support.

Projects can have started several
years ago and are ongoing, have
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started this year, or just be kicking off.

CONTRIBUTE

If there is potential the work qualifies,
look for and locate key project
documents. These may include project
charters, patent applications,
development plans, investor decks,
engineering documents, etc.

Identify the key project contributors -
internal and external contractors - and
share this presentation with them so
they are familiar with the SR&ED
program.

CONSULT

Reach out to a member of the EY
SR&ED team (see contact details on
Slide 5.

Scheduling a quick scoping session
will help determine if the work
qualifies and what the next steps
will be.

Please remember, you don’t need to

determine eligibility on your own.

If you are preparing to launch a new project or working toward a field trial or pilot with an industry partner, connect with the EY SR&ED Team
to discuss scope and explore easy ways to track progress and maximize funding.




Questions and discussion
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EY | Building a better working world

EY is building a better working world by creating
new value for clients, people, society and the
planet, while building trust in capital markets.

Enabled by data, Al and advanced technology,
EY teams help clients shape the future with
confidence and develop answers for the most
pressing issues of today and tomorrow.

EY teams work across a full spectrum of
services in assurance, consulting, tax, strategy
and transactions. Fueled by sector insights,

a globally connected, multi-disciplinary network
and diverse ecosystem partners, EY teams can
provide services in more than 150 countries
and territories.

All in to shape the future with confidence.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available
via ey.com/privacy. EY member firms do not practice law where
prohibited by local laws. For more information about our organization,
please visit ey.com.

[Optional sector or service line descriptor — refer to The Branding
Zone]

© 2024 [member firm name].
All Rights Reserved.

XXXXX-XXXGbl
ED MMYY

[Optional environmental statement - refer to The Branding Zone]

[Required legal disclaimer - refer to The Branding Zone]

ey.com



NGIF ACCELERATOR NGIF Emissions Testing Centre Program

Thank You!

ANGIF

CONTACT

Email: SAshoori@ngif.ca

Samaneh (Sam) Ashoori
Program Manager,

NGIF Emissions Testing Centre
Program (NGIFETC))

NGIF Accelerator

www.etc. ngif.ca
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