 THE CANADIAN TAX CREDIT REGIME:  STRETCHING US-BASED  R&D FUNDS THROUGH CANADIAN R&D PARTNERS
A Seminar Organized by the Canadian Consulate in Raleigh, N.C.,

in conjunction with

the North Carolina Biotechnology Center, and
 Gowling Lafleur Henderson LLP
(RALDM08008 Canadian Tax Credit Seminar-- April 15, 2008)

SUMMARY:  “The Canadian Tax Credit Regime:  Stretching US-Based R&D Funds through Canadian R&D Partners,” attracted  VCs, life science and IT corporate executives interested in optimizing their R&D benefits while minimizing costs.  Thirty-two participants attended the breakfast seminar on April 15, 2008, from 7:30am to 9:30am in the Board Room of the North Carolina Biotechnology Center, Research Triangle Park, NC.  The seminar was presented by 
Canadian high tech law firm, Gowling Lafleur Henderson LLP, with local coordination, recruitment, and program development provided by the Canadian Consulate in Raleigh, NC.
REPORT:  The seminar was organized and marketed by the Canadian Consulate in Raleigh-Durham (RALDM/Norton/Robinson) and the Canadian technology law firm of Gowling Lafleur Henderson LLP (referred to as “Gowlings”).  Local  associations in the IT and life sciences sectors (e.g., Council for Entrepreneurial Development; NB BIO; North Carolina Technology Association; TiE Carolinas, the key Indian business association active in NC and the US;  and the NC Biotechnology Center provided marketing support.

The seminar was held as one part of a week-long mission by Gowlings during the week of April 14-18, including participation in Venture 2008.  The six-member Gowlings delegation and the Consulate (Robinson) participated in  the seminar; also attending were representatives of the North Carolina Biotechnology Center (Welcome by Dr. Ken Tindall, SVP) and Jean Davis, the Director, International Trade Division, North Carolina Dept. of Commerce.  In addition, two dinners were held as part of the Gowlings activities: one with private a corporation and the other with NC Dept. of Commerce.
The tax credit seminar began with networking and a continental breakfast, followed by Gowlings presentation on Canada’s R&D tax credits (called the “Scientific Research and Development Tax Credit Program” or “SRED”) and the impact of the credits on diverse corporate structures.  The presentation was enlivened by case studies of local companies who had used the tax credits or had experience doing business in Canada.  Networking and informal discussions continued after a Q&A session.

Gowlings, which, specializes in the high tech and life sciences sectors, presented the educational forum entitled “Canadian Tax Credit Regime: Stretching US-Based R&D Funds through Canadian R&D Partners.”  The panel was moderated by Jeff Clark, Managing General Partner, Aurora Funds; presentations were made by Michael Herman and Carole Chouinard, Partners with Gowlings, followed by two case studies of corporate experiences with the Canadian tax R&D credits as well as the IBM corporate experience in the Canadian business environment.  
Dr. Vipin Garg, CEO/President, Tranzyme Pharma, and Jeff Abbey, Vice President, Business Development, Argos Therapeutics, presented how each of their firms had achieved strategic objectives by using the SRED program.  The tax credit program moved the companies forward into later phases of drug development and a higher level of additional investment.  Tranzyme has operations in Sherbrooke, Quebec; Argos is currently involved in several clinical trials in Canada, as well as a pre-clinical study with the Vaccine and Infectious Disease Organization, which was a result of interactions at the Canadian Vaccine and Biodefense Mission to North Carolina, sponsored by the Consulate (RALDM) in June 2005.  Carole McHattie, Vice President, Financial Services Sector, IBM, discussed the business climate in Canada and her positive experiences heading a large operation there.

Gowlings described the SRED program as the largest single source of federal funding for Canadian R&D, with one of the most generous tax-based SRED support programs in the world (4 times US incentives).  Each year, approximately 11,000 claims processed and approximately $1.8 billion approved tax credits.  The SRED program is legislated and SRED funding is unlimited.
The objectives of SRED Program are: 1) Primarily, to encourage business enterprises to conduct SRED in Canada; and 2) Secondarily, to provide access to new, improved or technologically-advanced products and processes.
Gowlings stated that SREDs are defined as the following:

· Basic Research:  advance in scientific knowledge without a specific application

· Applied Research:  advance in scientific knowledge with a specific application

· Experimental Development:  technological advancement from creating new or improving existing materials, devices, products or processes, including incremental improvements

· Directly in Support:  work undertaken in Canada that is commensurate with the needs, and directly in support of any of the above, including data collection and testing

Some interesting statistics provided by Michael Herman, Partner, Gowlings,  related to investments in Canada by the US were the following: 1) 41% of investment into Canada is by US venture capitalists (or “VCs”); 2) Ontario, the province with the largest market for VCs, has 53% of its investment from US VCs (a large proportion from Boston and the Northeast); 3) the 10 largest VC deals in Canada had US investors in all deals, and 67% of the dollar value of the deals were from the US.
This seminar is a follow-up to the participation of Gowlings in three previous activities in this area:  1) The Clinical Trials Workshop held in Research Triangle Park on Nov. 1, 2006, sponsored by the Ontario Ministry of Trade and Economic Develop, Gowlings, EndPoint Research, and the Consulate (RALDM); and 2) A subsequent visit Nov. 13-17, 2006, facilitated by the Consulate,  to meet with key investors/VCs and law firms who have life sciences and high tech practices in North Carolina; and 3) the first Tax Credit Seminar on Feb. 23, 2007.  Gowlings held private meetings, which focused on tax credits and exchangeable shares, during the Feb. 2007 visit, as well as the current visit, in addition to participating in the seminars.  (See Agenda and Participants List below report).
RESULTS:
· Gained visibility for Canadian tax credit program within local market

· Established contact between Gowlings and local companies and investors

· Strengthened already established ties developed since Nov. 2006 (Gowlings first visit to the NC/RTP area)

· Conveyed to local companies and investors how to more effectively use R&D resources, by accessing the tax credit program and alternative Canadian corporate structures

· Conveyed data related to investment to all attendees

FOLLOW-UP:

· Gowlings is planning a follow-on visit to focus on IT/high tech companies, with expected dates to coincide with the CED’s Technology 2008 conference.  Bill Norton will be the lead from RALDM.
· Gowlings will continue its relationships with law firms, companies, and investors built over the last two years, with assistance as requested from the Consulate
· Introductions made between  Gowlings team members (P. Fortin and A. Kilgour) and relevant participants who attended CED’s Venture 2008 conference 
· Add seminar contacts to TRIO (done-those with cards)
· Note:  Gowlings held private meetings during this trip in addition to the seminar and corporate meetings arranged by the Consulate on behalf of Gowlings.  Follow-up in the case of private meetings is confidential and not conveyed to Consulate. 
For more information, contact:

A. Elizabeth Robinson, Ph.D., Trade Commissioner, Canadian Consulate--RALDM

3737 Glenwood Ave., Suite 100, Raleigh, NC 27612//  elizabeth.robinson@international.gc.ca

Ph: (919) 573-1810   Fx: (919) 573-1809   Mobile: (919) 637-4011 

Bill Norton, Consul and Trade Commissioner, Canadian Consulate –Raleigh-Durham, NC

3737 Glenwood Ave., Suite 100, Raleigh, NC 27612//  bill.norton@international.gc.ca

Ph: (919) 573-1823    Fx: (919) 573-1809    Mobile: (919) 522-1761

Prepared by:
RALDM/A. Elizabeth Robinson, Ph.D., Trade Commissioner, Life Sciences
Consulted: 
RALDM/B. Norton, Consul and Trade Commissioner
Approved by:  
RALDM/Kevin P. Sinnott, Consul and Sr. Trade Commissioner
Date:  

May 23, 2008

THE CANADIAN TAX CREDIT REGIME:  STRETCHING US-BASED R&D FUNDS THROUGH CANADIAN R&D PARTNERS

Seminar Organized by the Canadian Consulate in Raleigh, NC, with the 

North Carolina Biotechnology Center and Gowling Lafleur Henderson LLP

(RALDM0008 Canadian Tax Credit Seminar-- April 15, 2008)
Registered Participants

1.  

Albert D. Bender, Ph.D.
CEO
NanoVector Inc.

2.

Patrick Tremblay, Ph.D.

Executive-in-Residence

Pappas Ventures

3.

Chris Rallis 
A. M. Pappas & Associates, LLC 

4.

Jeffrey J. Collins, Ph.D. 
Senior Vice President, Transaction Advisory Services
Executive-in-Residence
Pappas Ventures 


5.

Preston Linn
VP Alliances

Advanced Animal Diagnostics


6.

Mary U. Musacchia, JD 
Chairman of the Board

Council for Entrepreneurial Development (CED)

7.

Graham Dyck
Director, Marketing and Business Development
RTI Health Solutions
8.

Christopher P. Anderson

Executive Director 
ERNST & YOUNG ® 


9. 

James Morizio Ph.D. 

President and Founder 

Triangle Biosystems Inc.

10. 

Robbie Davis 

Marketing Manager

Triangle Biosystems, Inc.

11.
Dr. Edward Preble
Chief Operating Officer
Kyma Technologies

12.

Win Bear 
Deal Team Leader

Silicon Valley Bank 
 

13. 

Nancy Shepherd, PhD

Independent Consultant

14. 

Deanna J. Nelson, Ph.D.

President

BioLink Life Sciences, Inc.

15.  

Joy Parr Drach

Sr. Partner

Strategy Development, Entira

16.  

Laura Ann Heinlein 
ERNST & YOUNG ®
17. 

Dana Hicks 

Honorary Canadian Consul, Charlotte, North Carolina

Managing Director

Perlitz Strategy Group - Americas Inc.

Strategic Management Consulting / Innovation Management Software

18. 

Michael Dial

Associate

Silicon Valley Bank

19. 

Rita Geiger

President
InfoStrength

20. 

Jean Davis

Director, International Trade

North Carolina Dept. of Commerce

21. 

Joe Conaty

Business Development Manager, Life Sciences, Division of International Trade

North Carolina Dept. of Commerce
Registered but did not Attend:

22.

Joel R. Eisner, Ph.D.

Associate Principal

Cato BioVentures 

23. 

Don Van Dyke

Business Development Consultant 

Life Sciences Sector

Ontario Ministry of Economic Development and Trade (MEDT)

24. 

Tim Trost

Chief Financial Officer
Argos Therapeutics, Inc.

Organizers/Speakers/Moderator

25.   

Kenneth Tindell, Ph.D.

Senior Vice President, Science and Business Development

North Carolina Biotechnology Center

26.

Bill Norton

Consul and Trade Commissioner

Consulate of Canada (could not attend event)

27. 

Jeff Clark

Managing General Partner

Aurora Funds

28.

Michael Herman
Partner
Gowling Lafleur Henderson LLP

29.

Carole Chouinard
Partner

Gowling Lafleur Henderson LLP

30. 

Jeff Abbey

Vice President, Business Development
Argos Therapeutics

31. 

Vipin Garg, Ph.D.

President and CEO
Tranzyme Pharma

32.

Carole McHattie

Vice President, Financial Services Sector

IBM

33. 

A. Elizabeth Robinson, Ph.D.

Trade Commissioner, Life Sciences

Canadian Consulate (Raleigh-Durham)
34.
Paul Fortin

Business Development Life Sciences
Gowling Lafleur Henderson LLP

35. 

Alex Kilgour

Partner, Gowlings
Gowling Lafleur Henderson LLP

36.

James Longwell

Lawyer, Patent and Trademark Agent

Gowling Lafleur Henderson LLP

37.

Ursula M. McGuinness, Ph.D.

Registered Patent Agent (CA and USA)

Gowling Lafluer Henderson LLP
--end--
“The Canadian Tax Credit Regime:  Stretching US-Based R&D

 Funds through Canadian R&D Partners”

Sponsored by:

The Consulate of Canada -- Raleigh-Durham

in cooperation with

the North Carolina Biotechnology Center

 and Gowling Lafleur Henderson LLP

AGENDA:  Tuesday, April 15th

 7:30-9:30 am/Board Room

North Carolina Biotechnology Center

7:30am-8:00am

Continental Breakfast and Networking

8:00am


Welcome – Dr. Ken Tindall, Senior Vice President, 






Science and Business Development,





North Carolina Biotechnology Center

8:05am


Welcome –Bill Norton, Consul and






Trade Commissioner, Consulate of Canada

8:07am
Moderator:  Jeff Clark, Managing General

Partner, Aurora Funds





Introduction of Panelists

8:10am-8:40am

Michael Herman, Partner, Gowlings





Carole Chouinard, Partner, Gowlings

8:40am-8:50am

Case Study/Q&A:  Argos Therapeutics – Jeff 






Abbey,VP, Business Development

8:50am-9:00am

Case Study/Q&A:  Tranzyme Pharma – Vipin






Garg, President and CEO

9:00am-9:10am

Case Study/Q&A:  Carole McHattie, Vice 






President, Financial Services Sector, IBM 
9:10am


Questions/Answers

9:15am


Networking

9:30am


Close
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