
Small Business Investor Tax
Credit Program

Business StartBusiness Start--up, Acquisition and up, Acquisition and 
DevelopmentDevelopment

AchievingAchieving Maximum Maximum LeverageLeverage



Business Business FinancingFinancing

InvestingInvesting in in youryour BusinessBusiness
•• Bank Bank loansloans made by the businessmade by the business..
•• Money Money fromfrom personalpersonal savingssavings..
•• Money Money fromfrom friendsfriends and and familyfamily..
•• Money Money fromfrom strangersstrangers interestedinterested in in youryour

projectproject..

FormForm of of investmentinvestment
•• Due to Due to shareholdersshareholders..
•• PersonalPersonal loansloans made to the business.made to the business.
•• ShareShare capital.capital.



Business Business FinancingFinancing
AcquiringAcquiring or or startingstarting up a business up a business oftenoften requiresrequires
fairlyfairly significantsignificant financialfinancial contributions contributions fromfrom
sponsors.sponsors.
TraditionallyTraditionally, entrepreneurs , entrepreneurs alwaysalways investedinvested in in 
theirtheir business in the business in the formform of of due to due to 
shareholdersshareholders..
•• ConsideredConsidered to to bebe a business a business debtdebt..
•• The The financialfinancial ratios are ratios are lowerlower comparedcompared withwith an an 

investmentinvestment in the in the shareshare capitalcapital..
•• Banks Banks oftenoften impose restrictions impose restrictions thatthat cancan resultresult in in 

additionaladditional legallegal costscosts. . (subordination of due to (subordination of due to shareholdersshareholders))



Business Business FinancingFinancing
In the In the pastpast few few yearsyears, the , the GovernmentGovernment of New of New 
Brunswick has Brunswick has developeddeveloped a program to a program to facilitatefacilitate
investmentinvestment in in smallsmall businesses.businesses.
This program This program promotespromotes investmentsinvestments in in 
businessesbusinesses’’ shareshare capitalcapital by by grantinggranting a TAX a TAX 
CREDIT to CREDIT to thosethose whowho investinvest..
•• This This isis a provincial a provincial taxtax creditcredit of 30%.of 30%.
•• The The investmentinvestment cancan alsoalso bebe classifiedclassified as an RRSP, as an RRSP, thusthus

providingproviding an an additionaladditional creditcredit, , whichwhich cancan reachreach up to up to 
40%.40%.

•• You You cancan recoverrecover taxes taxes paidpaid over the over the pastpast threethree yearsyears or or 
carry the carry the creditcredit forwardforward over the over the nextnext sevenseven yearsyears..



Case Case StudyStudy
Atelier PMC Inc. (First Atelier PMC Inc. (First YearYear))
•• Business Business specializingspecializing in in manufacturingmanufacturing metalmetal productsproducts

for the for the peatpeat, , fisheriesfisheries, , miningmining and and forestryforestry industries.industries.
•• ThreeThree entrepreneurs (Denis, Robert and Stentrepreneurs (Denis, Robert and Stééphane) phane) 

decideddecided to to purchasepurchase thisthis business.business.
•• In In orderorder to to concludeconclude the transaction and the transaction and proceedproceed withwith

the acquisition of the business, the acquisition of the business, wewe eacheach hadhad to to investinvest
$50,000, for a total $50,000, for a total investmentinvestment of $150,000. The of $150,000. The sumssums
werewere usedused in in orderorder to to qualifyqualify for the for the investorinvestor taxtax creditcredit..

Robert Robert hadhad somesome savingssavings, , soso hehe usedused themthem for the for the 
investmentinvestment..
Denis Denis diddid not not wantwant to use to use hishis savingssavings, , soso hehe tooktook out a out a 
personalpersonal loanloan fromfrom the the bankbank in the in the requiredrequired amountamount..
StStééphane phane usedused money money fromfrom hishis immediateimmediate familyfamily..



Case Case StudyStudy
CharacteristicsCharacteristics of of eacheach of the of the investorsinvestors..
•• TheyThey eacheach receivedreceived the provincial the provincial taxtax creditcredit of 30% of 30% 

prescribedprescribed by the program, i.e. a return of $15,000 by the program, i.e. a return of $15,000 
whenwhen theythey filedfiled theirtheir respective respective taxtax returnsreturns..

•• All All threethree receivedreceived the return and the return and theirtheir investmentinvestment costcost
themthem $35,000 $35,000 insteadinstead of $50,000, for a total of $50,000, for a total leverageleverage of of 
$45,000 for the $45,000 for the shareholdersshareholders..

•• EachEach one one couldcould have have takentaken advantageadvantage of the RRSP of the RRSP 
option and option and obtainedobtained an an additionaladditional creditcredit of 40%.of 40%.

The main The main advantageadvantage wouldwould have been for have been for eacheach to to 
obtainobtain a $20,000 a $20,000 taxtax creditcredit..
The The disadvantagedisadvantage isis thatthat if the business if the business diddid not not 
suceedsuceed, , theythey couldcould not claim not claim theirtheir lossloss on on theirtheir taxtax
return.return.
TogetherTogether, , theythey wouldwould have have obtainedobtained leverageleverage
totallingtotalling the $105,000 for the the $105,000 for the shareholdersshareholders..



Case Case StudyStudy
Atelier PMC Inc. (Second Atelier PMC Inc. (Second YearYear))
•• The business The business neededneeded to to purchasepurchase new new equipmentequipment for for itsits

Dalhousie plant. The Dalhousie plant. The costcost of the of the equipmentequipment came to came to 
$225,000.$225,000.

A new A new requestrequest waswas submittedsubmitted to the Province and to the Province and waswas
acceptedaccepted..
The The threethree partnerspartners wentwent to to consultconsult withwith the the bankbank and and 
proposedproposed the the followingfollowing scenario:scenario:

•• EachEach taketake out a out a personalpersonal loanloan of $75,000 of $75,000 guaranteedguaranteed by the by the 
equipmentequipment. The . The interestinterest isis personallypersonally deductibledeductible..

•• The total of $225,000 The total of $225,000 borrowedborrowed personallypersonally by the by the threethree waswas
investedinvested in the business as in the business as shareshare capital.capital.

EachEach one one receivedreceived $25,000 in $25,000 in taxtax creditcredit and and togethertogether
benefitedbenefited fromfrom a a financialfinancial leverageleverage of $75,000.  The of $75,000.  The 
equipmentequipment costcost themthem $150,000 $150,000 insteadinstead of the initial of the initial 
$225,000.$225,000.



Case Case StudyStudy

ConclusionConclusion
•• This This tooltool ((taxtax creditcredit) ) cancan bebe usedused for:for:

StartingStarting up a new business.up a new business.
PurchasingPurchasing an an existingexisting business.business.
AnyAny type of business expansion type of business expansion projectproject..
IncreasingIncreasing the the businessbusiness’’ss cash flow to cash flow to furtherfurther itsits
expansion expansion projectsprojects..
PurchasingPurchasing new new equipmentequipment..

•• The The businessbusiness’’ss financialfinancial statementsstatements nownow show show 
ratios ratios thatthat are are muchmuch more attractive to the more attractive to the 
banksbanks, , whichwhich are are offeringoffering betterbetter creditcredit termsterms..



Case Case StudyStudy

Conclusion Conclusion ((contcont’’dd……))

•• This This isis a a tooltool thatthat cancan bebe usedused to to establishestablish the the 
loyaltyloyalty of certain of certain keykey employeesemployees by by offeringoffering
themthem the option of the option of buyingbuying sharesshares in the in the 
business.business.

•• This This tooltool providesprovides a a competitivecompetitive advantageadvantage for for 
businesses businesses wishingwishing to to makemake use of use of itit..

•• ConsequentlyConsequently, , itit requiresrequires adequateadequate planning planning 
withwith the help of experts in the the help of experts in the fieldfield..

•• Our Our accountingaccounting firmfirm assistedassisted us in a us in a 
professionalprofessional mannermanner throughoutthroughout the the processprocess, , 
and and wewe have have benefitedbenefited greatlygreatly fromfrom itit..



ClosingClosing RemarksRemarks
QuestionsQuestions

Denis DuguayDenis Duguay
CEO & VPCEO & VP--FinanceFinance
Atelier PMC Inc.Atelier PMC Inc.
Shippagan NB  E8S 3H1Shippagan NB  E8S 3H1
506506--336336--4703 (bus)4703 (bus)
506506--336336--4205 (fax)4205 (fax)
denis.duguay@pmcmac.cadenis.duguay@pmcmac.ca
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