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OMDC ONTARIAGONTERACTIVBIGITALMEDIATAXCREDIT

INTRODUCTION
The Guidelines

These Guidelines have been prepared to assist developers in applying for an Ontario Interactive Digital
Media Tax Credit (OIDMTC).

Please note that the OIDMTC legislationSections 93 93.1 and 93.8f the Taxation Act, 2007 and
Regulation 37/09)take precedence over any provision of these Guidelines. These documents are
reproduced in Appendices 4 and 5, respectively.

Overview of the OIDMTC

This section sets out the key fesgtof the OIDMTC. For a complete list of the applicable
requirements, please consult the subsequent sections of these Guidelines and the OIDMTC legislation
and regulation.

What Is It?

The OIDMTC is a refundable tax credit, which means that the amthentiadit, less any Ontario taxes
payable, will be paid to the qualifying corporation. The OIDMTC is based upon the Ontario labour
expenditures and eligible marketing and distribution expenditures claimed by a qualifying corporation with
respect to eligi products.

The OIDMTC is calculated 48 of thequalifying expendituregurred after Marc®6, 200, by a

qualifying corporatiomegardless of size of corpimna, to create eligible interactive digital media

products in OntarioThe OIDMTCisal® avai |l able to qualifying corpo
products under a fder-service arrangement in Ontaratculated &8% of the qualifying

expenditures incurred after Ma2éh20®. For products completed prior to March 26, 2009 and

applcable tax credit ratpgor to that ratesee OIDMTCRates Eligibility Periods Chalbelow or

contact the OMDC for eligibility and rate information.

There is no limit on the amount of eligible Ontario labour expenditures which may qualify anathere are
perproject or annual corporate limits on the amount of the OIDMTC which may be claimed. Eligible
marketing and distribution expenses are capped at $100,000 per eligible product

The OIDMTC is calculated as 35% of qualifying labour expendituresl iattarriglarch 26, 2009 for the
creation of eligible digital games developed in whole or in part by a qualifying digital game corporation or a
specialized digital game corporation.

Who is Eligible?

A qualifying corporation is a Canadian corporation (her@gnadian or foreigmwned), that develops
eligiblenon-specified or specifipdoducs at a permanent estahitigent in Ontario operated by it, and files
an Ontario corporate tax return.

A qualifyingsmalicorporation is a Canadian corporation (it m&abadiaror foreigrnowned), that

develops asligiblenon-specifiegproductat a permanent establishment in Ontario operated by it, had

during the taxation year (on an associated company basis) neither annual gross revenues in excess of $20
million nor btal assets in excess of $10 million, and files an Ontario corporate tax return
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Corporations that are prescribed lalsmamsored venture capital corporations under the regulations
made under thecome Tax ACanada) and corporations that are exeomttax or are controlled
directly or indirectly by a corporation exempt from tax are not eligible for the OIDMTC.

What Types of Products Are Eligible for the Tax Credit?

Therearefour typesof products that can be claimed untle OIDMTC, eligiblenon-specified
products specified products, eligible digital games developed by a qualifying digital game corporation,
and eligible digital games developed by a specialized digital game corporation.

To be eligible for the OIDMTCpoduct must be an interactdigital media product whose primary
purpose is to educate, inform, or entertain, and that achieves its primary purpose by presenting
information in at least two of: (i) text, (ii) sound and (iii) images.

Types of interactive digital media products thabmaligible for the tax credit include but are not
restricted to games, educational or informational products. Operating system software is not eligible for
the tax credit.

In addition, the following requirements must be satisfied fodacpito be arligible product (other
than specified products)the qualifying corporation:

1. All or substantially aif the product was developed in Omwtéry the qualifying
corporation or by the qualifying corporation and a qualifying predecessor corporation.

2. The poduct was developed fale or licensingy the qualifying corporatitmone or
more armbés | ength parties who have not pr
the qualifying corporation or a qualifying predecessor corporation for the development
of the product

The product is not used primarily for interpersonal communication.

The product is not used primarily to present anpte the qualifying corporation or a
qualifying predecessor corporation.

5. The product is not used primarily to present, proarcgell the products or services
of the qualfying corporation or of a qualifying predecessor corporation.

Specified products are interactive digital media products that are developed tfodsea/fee
arrangementnder the terms of an agreememiben the qualifying corporation amdarnd length
purchasecorporatiorfor the purpose of sale or licehgehe purchasén one or more persons who
deal at ar mds | eAlq substamtially &l of thé grodyctumust e alevedoped in
Ontario by the qualifying corporatidihe development of the product must be compleyetthe
qualifying corporatioafter March 23, 200Hligible costs are those incurred after March 23, 2006.
Please semlditionatequirements in the OIDMTC Legislatanmd Regulations attached.

Eligible digital games developed by qualifying digital game corporations are interactive digital media
products that are developed under ddieservice arrangement under the terms of an agreement

between the qualifying digilame corporation and a purchaser corporation for the purpose of sale or
license by the purchaser to one or more persons
eligible digital game can be developed in whole in part (less than 90%) byitigedigiadihhgame

corporation and the qualifying digital game corporation can be related to the purchaser corporation.
Qualifying labour expenditures directly attributable to the development of the eligible digital game must
equal a minimum of $1 milliorcinred over any 36 month perfodthe gameEligible digital games
developed by qualifying digital game corporations are not required to be completed to claim an
OIDMTC. Eligible digital games are those that have not previously received an OIDMTE. tax cre
Eligible costs are those incurred after March 26, 2009.
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Eligible digital games developed by specialized digital game corporations are interactive digital media
products that are developed by the specialized digital game corporation for the gatpasdiognse

by the specialized digital game corporation or, if applicable, a purchaser, to one or more persons who
deal at armds | ength with the sp@&hespadalizedeliditaldi gi t
game corporation is not veed to develop all or substantially all of the eligible digital games.

Quialifying labour expenditures directly attributable to the development of eligible digital games must
equal a minimum of $1milli¢in the aggregateurred in the taxation yeamihich the specialized

digital game corporation makes an OIDMTC claim. The specialized digital game corporation may be
related to the purchaser and eligible digital games do not need to be completed to claim an OIDMTC.
Eligible costs are those incurredrdffarch 26, 200Bligible digital gamegvelopedby a specialized

digital game corporation may be iretLich more than one OIDMTC claim.

Eligible digital games developea gyalifying digital game corporatiomepedilized digital game
corporatiorcannot be used primarily, for interpersonal communication, to present or promote the
specializedr qualifyingligital game corporation, or the purchaser, or to present, promote or sell the
products or services of the specializaglialifyingligital gara corporation, or the purchaser. An

eligible digital game included in an OIDMTC claim is one for which public financial support would not
be contrary to public policy in the opinion of the Ontario Media Development Corporation.

What Expenditures Are Eligide?

The credit is claimable with respect to eligible Ontario labour expenditures and eligitdeamadrketin
distribution expenditures for eligible products.

Eligible labour expenditurfes eligible productspecifiecdnd norspecifiegpproductyare 100%f salaries

and wages for employees @0 f r emuner ation paid to armds | eng
OPersonsd6 may include i ndiRemuceratoh costsinpugaibtto er shi ps
March Z, 2009may beclaimed ab0%for eligiblgnonspecifiedproductsNote: For specified products

eligible labour expenditures incurred prior to March 27, 2009 are restricted to 100% of salaries and wages
for employees.

Eligible labour expenditures must also be paid to individualg neshieario at the end of the calendar

year prior to the calendar year in which the services were réidériedabour Expenditures must also

be: directly attributable to the development of the eligible ppadddar services rendered at a peemtan
establishment in Ontario and paid in the taxation year or within 60 days after the end of the taxation year.
For those products completed after March 25, 2008 eligible labour expenditures incurred in the three year
period prior to the completion of theoduct can be included in the OIDMTC claim. For products

completed prior to March 26, 2008 eligible labour expenditures incurred in the two year period prior to the
completion oftte product can be claimed. Fare details on claiming eligible laba@®©#8MTC Rate

& Eligibility Period€hartfor Eligible and Specified Produm$ow andectior3(4) of the OIDMTC

Legislation.

Eligible marketing and distribution expenditures are expenditures directly attributable to advertising or
promoting the eligi®(nonspecifiedproduct or distributing the eligible product to customers or potential
customers. Eligible marketing and distribution expenditures must be paid no later than 60 days after the end
of the taxation year. The maximum eligible marketimtisamialition expenditures of a qualifying

corporation per product is $100,000. Eligible marketing and distribution expenditures will be limited to

those incurred in the -Pdonth period prior to the completion of the eligible interactive digital media

prodict, and those incurred in the twelve months following completion of the product.

Please not&or specified products and eligible digital game products developed by a qualifying digital game
corporation oaspealized digital game corporatigualifyingexpenditures do not include marketing and
distribution expenditures.
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OIDMTC Rates and Eligibility Periods Chart for Eligible and Specified Products

Product Completion Date Prior to 24 After 23 March After 25 Mar ch After 26 March

March 2006 2006 & Prior to 2008 & Prior to 27 | 2009
26 March 2008 March 2009

Qualifying Small Corporation Rate

Eligible Product 20% 30% 30% 40%

Specified Product N/A 20% 25% 35%

Qualifying Corporation Rate

Eligible Product N/A 20% 25% 40%

Specified Product N/A 20% 25% 35%

Qualifying Wage Expenditure

Eligible Product 100% 100% 100% 100%

Specified Product N/A 100% 100% 100%

Qualifying Remuneration Expenditure

Eligible Product 50% 50% 50% 100%

Specified Product N/A N/A N/A 100%

Marketing & Distribution Expenditure
(Eligible Products Only)

100% to a maximum $100,000 per product

Labour Expenditure Period

(*going

back in ti

*24 months from
the beginning of
the month in
which the product
wascompleted

*25 monthsfom
the end of the
month in which the
product was
completed

*37 months from
the end of the
month in which the
product was
completed

*37 months from the
end of the month in
which the product
was completed

Marketing & Distribution
Expenditure Period

24 monhs before & 12 months after product completion
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Eligible Expenditures for Qualifying Digital Game Corporations:

For qualifying digital game corporations that develop eligible digital games (describédfaheage
guidelines) eligible expenditunetide100% of salaries and waigesirred after March 26, 2009 for
employees whose services are directly attributable to the development of the eligible digital game.
Qualifying digital game corporations may also claim 1@0% ofd s remwneradidn lexpditures

incurred after March 26, 2Qi#id toindividuals who are not employees, another taxable Canadian
corporatiorfor the services personally rendered by an individual through their personal services
corporation, an eligible partnership for the serpieesonally rendered by a member of the eligible
partnership or for the services rendered personally by employees of the eligible partnership. Please note
gualifying remuneration does not inclag@unts paid to another taxable Canadian corpartitam

than a personal services corporation as described in Subsection 35. (3) paragraph 3. of the Ontario
Regulations.

Eligible Expenditures for Specialized Digital Game Corporations:

For specialized digital game corporations that develop eligible digitedegorieed on pagef the

guidelines) eligible expenditures are identical to those claimed by qualifying digital game corporations
(see above) with one exception. Specialized digital game corporations may not claim wages and salaries,
or remuneration &ts incurred by a predecessor corporation.

Is an Acknowledgement required on the Product?

An Acknowledgement for an Ontario tax credit is not required, due to the fact that tax information is
considered confidential. Furthermore, a tax credit is usti@gyable until after a product is

completed and may be subject to reassessment. However, such an acknowledgement is certainly a
welcome and appropriate way to acknowledge taxpayer support. Should you wish to provide an
acknowledgement for an Ontariodcax e di t , we woul d suggest the foll
assistance of the Government of Ontdfioh e Ont ari o I nteractive Digita

How is the Tax Credit Administered?

The OIDMTC is jointly administered by the Ontario Media Develo@uogrdration (OMDCY an

agency of the Ontario MinistryTadurism andCultured andtheCanada Revenue Agency (CRA)

gualifying corporation submits an application to the OMDC for a Certificate of Eligibility. The OMDC
reviews the application and, if eygile, issues a Certificate of Eligibility which certifies eligibility and the
estimated amount of the OIDMTI@.order to claim the OIDMT@@r taxation years endiafjer

December 31, 2008e qualifying corporation filesHederatorporate tax retm(T2) with Schedule

T2SCH56@nd the Certificate of Eligibility with tBRA TheCRAauditshe return and then issues a

notice of assessment and, if applicable, a refund. The amount of the credit may be reduced by any Ontario
taxes owing by the qualtifyicorporation. Please note that the OIDMTC will reduce the cost of the eligible
product for tax purposes.

To claim the OIDMTC for taxation years ending pridatwary 2009a corporation must file its €B

for a taxation year with the Ontario Migisf Revenue, Corporations Tax Branch along with the

Certificate of Eligibility issued for that taxation year and insert the OIDMTC amount in the appropriate line
of the tax return (line 200 of the 1998 and 19923Garms).

When do | apply for a Tax Cedit?

A corporation submits an application for a Certificate of Eligibility at any time after all eligible products
have been completed. The corporation may submit the application before the end of the taxation year if
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all eligible products have been cetepl before the end of the year. If the corporation has not incurred

all eligible costs at the time of applying for an OIDMTC Certificate of Eligibility (i.e. there are additional
marketing costs to be incurred) the corporation should submit cost setiddplegected

expenditureap to the end athetaxation year in which the produaterecompletedTo claim

additional marketing and distribution expenditures on products certified in a previous taxation year a
corporation should submit a new appliodio the taxation year that these additional marketing and
distribution expenditures were incurred. Please note that each application is sulgplit&bianiee.

Aqual i fyahigzédpeicgi t anhay applyafter tbecendmfttire timtayear im évhich

they wish tanake an annual claim as described in Section 93.2 of the TaxafotoAurationthat

makean Ol DMTC claim as a oqualifying digital game
Taxation Act, magpplyto the GVIDC for a Certificate of Eligibilifter theend of theé36 month

period in which the applicant has incurred $1 million in Ontario labour expeindias@sct of an

eligible digital game
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LEGISLATIVE REQUIREMENTS

The following is awoverview of the legislative requirements for an OIDMTC as well as commentary
regarding the legislative requirements.

The OIDMTC legislatin (i.e. secti®d®3 93.1 and 93d¢f theTaxation Acand Ontario Regulati@Y/09
are reproduced in Appendicesd Brespectively.

1. What Types of Corporations Are Eligible?
Legislative Requirements

I n order to be eligible for an OIDMTC for a taxa
for the taxation year

A oqual i fying oratonwhich satisfiefiofrthi following aequaemeh|s
1. itis a Canadian corporation

2. it develops an oeligible producto (see defini
establishmentdé in Ontario operated by it;

3. itisnotb c o nt r alydriedidectly in ang manfier by 0 n@rpavationsnab ar gart of
whose taxable income is exempt from tax weddon 57 of th€orporations Tax@dPart IIl of
this Actand,;

4. itis not a prescribed labesponsored venture capital corporesis definednder the Federal
regulations

A oqual i fyi ngSinsespad df ataxationyyear, raekisatifying corporatiavhere,

(@) t he amount of the corporationds tot al a
than $10 millionah t he amount of the corporati ont
equal to or less than $20 million; or

(b) the corporation is associated with one or more corporations during the year and,

(i) the sum of the total assets of the corporation as the end of tloa taxati
year and of each associated corporation as the end of the associated
corporloastt awatbson year ending in the ¢
equal to or less than $10 million, and

1 Section 93 (1) of theaxation Act

2 Section 93 (14) and (16) of Tlaxation Act

3 Subsection 89(1) of theeome Tax AGtanada).

4 Subsection 256(5.1) of theome Tax ACtanada).

5 SectiorD3(14) of th@ axation Act
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(i) the sum of the total revenue of the corporation for the taxasioangkof
each associated corporation for the last taxation year of the associated
corporation ending in the corporatio
than $20 million.

As of March 26, 2009, the OIDMTC is also available to qualifying digital pamzgicns and
specialized digital game corporations.

A qualifying digital game corporatigm Canadian corporation,

(a) that carries on through a permanent establishment in Ontario a business that
includes the development of digital games,

(b) that is not cotmolled directly or indirectly in any manner by one or more
corporations all or part of whose taxable income is exempt from tax under Part
Il of this Act,

(c) thatis not a prescribed labaponsored venture capital corporation under the
Federal Regulatigrend

(d) that is not a taxable Canadian corporation the primary activity of which is to
provide the services of a single individual and all the issued and outstanding
shares of the capital stock of which (oth
owned bythat individual.

A qualifying specialized digital game corpotratiost meet theame conditions as a qualifying
digital game corporation as listed above, and mégdtdtvngadditionatonditions:

1. The corporationds Ont gearinocespecads @iginle expendi t
digital games is not less than $1 million.

2. The corporation satisfies one of the following conditions:

i. the total of the salaries and wages incurred by the corporation
in the year for services rendered in Ontario that are directly
attributable to the development of digital games is not less
than 80 per cent of the total of the salaries and wages incurred
by the corporation in the year for services rendered in
Ontario,or

ih the amount of the corporationds gr
that is directly attributable to the development of digital games
is not | ess than 90 per cent of th
revenue for the year.

® Sectiorf3.1 (8) of th&axation Act.

’ Section 93.2 (12) of thaxation Act
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Commentary

2.

A o0Canadian corporation, dncene TakACanadagid i n Subsect
geneally one which was incorporated in Canada (either federally or in one of the provinces); the
corporation may be controlled by foreign or Canadian owners. The definition is reproduced for
convenience in Appendix 6.

In order to be a qualifying corporatonoa oqual i fying small corporat.
develop an eligible product at a per manent est e
product, 6 is described in Section 2 below. A 0y
Subsection 400)(@f the Federal Regulatievisich is reproduced for convenience in Appendix

61l 1. A Opermanent establishmentd generally refe

whet her a fixed place of b uwsecstionofJeEthimst a Ooper man e
be determined on a cdmecase basis.

Corporations all or part of whose income is exempt from taxRartélt of theTaxation Act

includencforrpr of it and registered charitable corporat
directlyorindiregtt i n any manner 6 i s thelnconmliaxAdt n subsect i
(Canada)(see Appendils Corporations which are prescribed latspansored venture

capital corporations under Section 6701 dhtloene Tax AGanada) are not eligible far th

OIDMTC.

To be an eligible oqualifying smal/l corporatio
$20 million or less and total assets of $10 million @t ldes end of the yedrhe gross revenues

and total assets of the corporatidrtheend of theyeaa nd al | Oasso&forthe ed cor
last taxation year of thes soci at ed corporati on fTHeaeanimgrofds i n

dbassociated corpor at i on sthie Income Bae@anada).trepdoged s ub s e ¢
for convenience in Appendin/G

Prior to the March 23, 2006 Ontario Budget only qualifying small corpom@titimsse with
revenues of $20 million or less and assets of $10 million or less, were eligible for an OIDMTC. Now
companies which exceédn trevenue and asset cap are eligible to claim expenditures incurred after
March 23, 2006.

What Types of Products Qualif¢

Legislative Requirements

An

0 el i girhebns a pradurtdhatsdtislies the conditions prescribed by the regulatibiss aor th

specified produt and for which, in the opinion of the Ontario Media Development Corporation, public
financial support would not be contrary to public policy.

8 Subsection 256(1) of ttrcome Tax AClanada).

2 Section 93 (14) of tHexation Act

19 Section 93 (15) of tAaxation Act
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The following are the conditions prescribed by the regulation that must befeatisfiemtiuct to be an
eligible produét

1. The product is an interactive digital media préduct

ointeractive digital media productdé means a co
more data files, all in a digital format, that are intgrades intended to be operated together and
that have the following characteristics when they are being operated:

e Their primary purpose is to educate, inform or entertain the user.

« They achieve their primary purpose by presenting information intatdedthe
following forms:

*  text
*  sound
* images

« They are intended to be used by individuals.

e By interacting with them, the user can choose what information is to be presented and the
form and sequence in which it is to be presented.

A combination of applidan files and data files that is developed primarily for use as system software does
not constitute an interactive digital media product.

2. The product is not used primarily for interpersonal communication.
3. The product is not used primarilgresent or promote the qualifying corporation.

4.  The product is not used primarily to present, promote or sell the products or services of the qualifying
corporation.

5. If the product was completed before May 12, 20@%s not specified prodyct

i. all or substantially all of the product was developed in Ontario by the qualifying corporation
or by the qualifying corporation and a predecessor corporation, and

ii. the product was developed for commercial exploitatiore mu#iifying corporation or by
the qualifying corporation and a qualifying predecessor corporation.

6. If the product was completed after May 11, 2803s not a specified product

i. all or substantially all of the product was developed irnddntehe qualifying corporation
or by the qualifying corporation and a qualifying predecessor corporation, and

ii. the product was developed for sale or |ice
have not previously entered into an arrangemith the qualifying corporatiar a
qualifying predecessor corporation for the development of the product.

11 Subsection 3@®) of the Ontario Regulation.

12 Subsection 34(1) of the Ontario Regulation.
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7. If the product is a specified product,

1.

2.

The product is an intextéve digital media product.

The product is not used primafiy interpersonal communication

Development of the product was started by a qualifying corporation or a qualifying
predecessor corporation and completed by the qualifying corporation in Ontario.

The product is not usedimarily to present or pmwte the qualifying corporation, a
qualifying predecessorgoration, or the purchaser.

The product is not used primarily to present, promote or sell the products or services of the
qualifying corporation, a qualifying predecessor corporationparahaser.

The product is developed by the qualifying corporation under the terms of an agreement
bet ween the qualifying corporation and a p!
lengti3with the qualifying corporation.

The product is elveloped under the agreement for the purpose of sale or license by the
purchaser to one or more persons, each of w

All or substantially all of the product is developed in @itarihe qualifying corporatio
and

The development of the product is completed by the qualifying corporation after March 23,
2006.

8. An digible digital garitedeveloped by a qualifying digital game corporation must meet the following

conditions:

1. The product is an interactiveidibmedia product.

2. The product is a digital game in the opinion of the Ontario Media Development Corporation.

3. The product is developed in whole or in part by the qualifying digital game corporation under
the terms of an agreement between the qualifgitaj dame corporation and a purchaser that
is a corporation.

4. The product is developed for the purpose for sale or license by the purchaser to one or more
persons, each of whom deals at armés | ength

5. The qualifying labour expendituraumed by the qualifying digital game corporation within any
period of 36 months that ends in the taxation year is not less than $1 million.

6. The qualifying digital game corporation or a qualifying predecessor corporation has not

previously claimed a taedit under this section in respect of the eligible digital game.

13 Section 251 of the Income Tax Act (Canada), Appendix 6 OIDMTC Related Providi@imion of
OArmés Lengtho

14 Section 93.1 (9) of tAexation Act
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7. The product is not used primarily,
a) for interpersonal communication,
b) to present or promote the qualifying digital game corporation, or the purchaser, or

c) to present, promote or sell the pradwr services of the qualifying digital game
corporation, or the purchaser.

8. The product is one for which public financial support would not be contrary to public policy in
the opinion of the Ontario Media Development Corporation.

9. The definition of an egjible digital gamédevelopedby aspedilized digital game corporatismas follows:
1. The product is an interactive digital media product.
2. The product is a digital game in the opinion of the Ontario Media Development Corporation.

3. The product is developéat the purpose of sale or license by the specialized digital game
corporation or, if applicable, the purchaser
length with the specialized digital game corporation and the purchaser.

4. The product is natsed primarily,
i.  for interpersonal communication,

ii. to present or promote the specialized digital game corporation or, if applicable, the
purchaser.

iii. to present, promote or sell the products or services of the specialized digital game
corporation or, if apgable, the purchaser.

5. The product is one for which public financial support would not be contrary to public policy in
the opinion of the Ontario Media Development Corporation.

Commentary

Products for which public financial support would in the opinitiee @MDC be contrary to

public policy may include products whiehcapable of inciting hatred against an identifiable

group, including a section of the public distinguished by colour, race, religion, sex, sexual

orientation or ethnic origin and produck®se dominant characteristic is the undue

exploitation of sex, violence or of sex and one or more of crime, horror, cruelty or violence.

Where applicants are unsure whether a product i
an advance ruling frotmet OMDC prior to applying for an OIDMTC. If the product is

determined by the OMDC not to be contrary to public policy, an application for the OIDMTC

could then be made.

0Ol nteractive digital media produceaodbmoies defi ned
application files and one or more data files, all in a digital format, that are integrated and are
intended to be operated together.

Eligible products are interactive digital media products whose primary purpose is to educate,
inform or entertainThe product must achieve this purpose by presenting information in at least

15 Section 93.2 (11) dfdTaxation Act
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two of text, sound and images, and must be intended for use by individuals. The product must
be interactive; that is, the user can choose what information is to be presthitsggunehce
and formin which it is presented.

Such products may include, but are not limited to: websitBKB, DVBDROMS and

kiosks. Operating system software and software such as word processing, spreadsheet and
database software may not consttateligibl@roduct Please noteéProducts that are

primarily (more than 50%) deaup of streaming videxidio content arot considered be
interactive enough tualify for the OIDMTC

All or substantially all of the product must be developedan@ny the qualifying

corporation. The OMDC wil l interpret oall or s
result, the qualifyingiporation must have developed at least 9@8é pfoduct, and no more

than 10% of the total expenditures by dilggsamay be incurred outside Ontario.

oDevelopment 6 in the digital media industry ref
including) product launch and may include: concept development, product design, planning,

production, and testing. In ordier the product to be eligible, all stages\aldpment must

be undertaken ltlge qualifying corporation claiming the tax credit.

For products completed after May 11, 20€%at are not specified products

The Provincial Government announced irBihdget on May 11, 2005 that for products completed
after May 11, 2005, the requirement that eligible corporations demonstrate a minimum 90 per cent
copyright ownership in the eligible product would be relaxed, provided that the product is not
developednder a fedor-service arrangement. To reflect these enhancements which have now
passed into law, copyright ownership will no longer be the sole factor in determining whether the
qualifying corporation developed all or substantially all of the pr@dpgtright ownership is just

one fator; and all factors whidstablish that the product was developed at least 90% by the
qualifying corporation will now be considered.

For specified products:

As ofMarch 23, 2006, the Provincial Government hasded eligibility for the OIDMTC for fee
for-service work done in Ontari®he qualifying corporation is required to demonstrate that it
developed a minimum of 90 per cent of the specified product under the terms of an agreement with
anothercorporatiorthat is not related to the qualifying corporation. The specified product must be
developed for the purpose of sale or license by the purdoaporgtiorto one or more persons

who are not related to the purchasioigporationThe specified product must developed under a
contractthat can bentered int@rior toMarch 2, 2006 buthe specified product must be

completed after March,Z906.

The product must not be used primarily for interpersonal communication. The OMDC will
interpret me@mmi manoirley @ htam 50%. 6 Prodwucts such a
mail software, which are used primarily for communication between people, are therefore

ineligible for the tax credit.

The product must not be used primarily to present or promote thdrguabfyporation,

predecessor corporation or purchas®rto present, promote or sell the products or

services of the qualifying corporatipredecessor corporatjon purchaserAs indicated

above, oOoprimarilyoé will berientéramr &06éd 6byrtohec
such as websites whose primary purpose is to present, promote or sell a corporation or its

products or services would therefore be ineligible for the tax credit.
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For qualifying digital game corporations:

A qualifying digital gamerporation can claim an OIDMTC for an eligible digital game that
is developed in whole or in part by the qualifying digital game corporation under the terms
of an agreement with a purchaser corporation. This means the qualifying digital game
corporation isiot required to develop 90% or more of the eligible digital game. The
qualifying digital game corporation can be related to the purchaser corporation. The
qualifying digital game corporation must demonstrate that they have qualifying labour costs
directlyattributable to the development of the eligible digital game of $1 million or more,
incurred over any 36 month period. The OIDMTC for a qualifying digital game corporation
is calculated as 35% of its qualifying labour expenditures in respect okadigitajiplame

that are incurred after March 26, 2009. The eligible digital game does not need to be
completed.

For specialized digital game corporations:

A specialized digital game corporation can claim an OIDMTC on an annual basis for

gualifying Ontaritabour costs incurred to develop eligible digital games by the specialized

digital game corporation in a taxation year. The specialized digital game corporation is not

required to develop 90% or more of the eligible digital games included in the iamndal cla

specialized digital game corporation must incur a minimum of $1 million in qualifying

Ontario labour costs in a taxation year that are directly attributable to the development of

eligible digital games. The OIDMTC is calculated as 35% of itslabginiexpenditures

incurred after March 26, 2009.The eligible digital games included in the annual claim do not

need to be completed and the specialized digital game corporation does not need to operate

at armds |l ength from a purchaser corporation.

3. How Much Is the Credit?

(i) Calculation of the Credit

Eligible Products of Qualifying Corporations

The amount of the qualifying far eligibegpnodudstherthdns Ol DMT C
specified products or digital games claimed untlens&3.1 or 93.8 calculated by multiplying the
corporationds 0 gffordhe iaxXation yeay bydehe gredinrdté(®s far thess éxpenditures

incurred after Marc®6, 2009Different tax credit rates apply for expenditures incurezdliaer periods, e.g.

20% rate for expenditures incurred prior to March 27, 2008 and 25% rate for expenditures incurred after
March 26, 2008 and before March 27, Z¥¥chart of OIDMTC Rates and Eligibility PefadEligible

and Specified Produats pages of the Guidelines.

Eligible Products of Qualifying Small Corporations

The OI DMTC tax credit is calculated as 40% of oqu
(regardless of size of corporatitiithe corporation is a qualifying shtarporatiorthe amount of the

18 Section 93 (3) of thkaxation Act
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OIDMTC for a taxation yedor eligible producis s cal cul ated by multiplying t
expendi t uaflersMarch 28, 2006 anceug to March 26, 2989% For expenditures incurred

prior to Mach 23, 2006 the tax credit fatequalifying small corporation2@%6ofo qu al i f yi ng
expenditurQusd iifryd inrgr ekpendi tures include oeligibl
bel ow) and oeligibl e nhaes ke s a gbslawihespattoffeligiblet i on e
products, other than egified products.

Specified Products

For specified products, the tax credit rate is calculated at 35% of qualifying labour amounts incurred after
March 26, 200®ifferent tax credirates apply for expenditures incurred in earlier periods e.g. 20% rate for
expenditures incurred after March 23, 3006 and before March 26, 2008, and 25% rate for expenditures
incurred after March 25, 2008 and before March 27, 2009. As well, prion 8/\2a@9 qualifying
expenditures for specified products was limited to salaries and wages of its &aploheesof OIDMTC
Rates and Eligibility Peridds Eligible and Specified Produatspage of the Guidelinesf a qualifying
corporation deslops a specifigitoductunder the terms of an agreement with a pur¢luesgthe

gualifying corporation is entitled to claim a tax credit in respect of the specified product.

Eligible Digital Games

For eligible digital games developed by qualifyitad dagne corporations and specialized digital game

corporations, the tax credit rate is calculated at 35% of qualifying labour amounts incurred after March 26,
20009.

(i) Qualifying Expenditure
The qualifying expenditure of a qualifying corporatiantéoation year is,

(a) in respect of an eligible product that is not a specified product, the amount of its eligible labour
expenditure and eligible marketing and distribution expenditure for the year in respect of the product; and

(b) in respect of arigible product that is a specified product, the amount of its eligible labour expenditure
for the year in respect of the product.

(iii) Eligible Labour Expenditure (ELE)
Legislative Requirements
A qualifying corpor at i onr’fosataxdtionydaris caculated mwthe sumefk p e n d

(@) the Ontario labour expenditure incurred by the qualifying corporation in the taxation year
for the eligible product; and

(b) if the development of the eligible product is completed before March 2the2@d8ynt
by which the total Ontario labour expenditure incurred by the qualifying corporation in a

17 Section 93 (4) of thieaxation Act.
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prior taxation year for the eligible product, to the extent that it is incurre@Smibreth
periodending at the end tdfe month in which #heligible praact is completed, or

(© if the development of the eligible product is completed after March 25, 2008, the amount by
which the total Ontario labour expenditure incurred by the qualifying corporation in a prior
taxation year for the eligible product, to thenexhat it is incurred in the-8¥onth period
ending at the end of the month in which the eligible product is completed,

(d) less:

(e) the total government assistance in respect of the Ontario labour expenditure for the eligible
product, that the qualifyingrporation or any other person or partnership has received, is
entitled to receive or can reasonably be expected to receive, to the extent the government
assistance has not been repaiduant to a legal obligation, and

() the total of all amounts, if angclk of which is the eligible labour expenditure for the
eligible product that was included in the determination of the amount of a credit claimed
under section 93.2 for the year by the qualifying corporation or for a previous taxation year
by the qualifyigp corporation or by a qualifying predecessor corporation.

Commentary

An OIDMTC may be claimed in the taxation year in which the eligible product is completed.
If activity for more than one eligible product is undertaken in a taxation year, the OIDMTC
maybe claimed in respect of the activity relating to several products during that taxation
year.

The ELE for each eligible prodather than specified produéds the taxation year is the
Ontario labour expenditure (OLE) incurred in the year plus any @irEethin a previous

year and not yet claimed less relevant government assistance. Ontario labour expenditure
(OLE) is described further 8ection (i) below.

For products completdmbfore March 26, 2008e qualifying corporation may claim
eligible labor expenditures two years prior to completion of the product, i.e. the labour
expenditures must be incurmedhe 25 months ending at the end of the month in which the
product is completed.

For products completed after March 25, 2008, the qualifyiogatiorpmay claim eligible
labour expenditures three years prior to the completion of the product, i.e. the labour
expenditures must be incurmedhe 37 months ending at the end of the month in which the
product is completed.

The eligible labour expede (ELE) per project is calculated as the sum of all eligible Ontario

| abour expenditures | ess O0government assistance
corporation or other parties in respect of eligible labour expenditures, to the exiess that

not been repaid, nespect of the eligifeoduct and any eligible Ontario labour expenditures
previouslyncluded in an annual cldonthe product under section 93.2 of the Taxation Act.

Section 93.2 of the Taxation Act refers to eligiliial digmes developed by specialized digital

game corporations.
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0Government assistance(belove described further irv

(iv) Ontario Labour Expenditurefor Eligible and Specified ProductdJnder Section 930LE) 18

Legislative Requirements
Aqualffi ng corporati onods ioc@latedadtresumafb our expendi tureo

(@) the oqual i f yincuged bydahe gualifyingcarporation or qualifying
predecessor corporation on account of salaries and wages of its employees, and

(b) for expenditurgincurred before March 27, 2009, if the product is not a specified
product, 50% of 0 qua kindunedbythe quaifpngner ati on am
corporation or qualifying predecessor corporation; and

(c) for expenditures incurred after March 26, 2009, lfaB&aualifying remuneration
amount of the qualifying corporation or qualifying predecessor corporation

The oqualifying wage amountdé of the qualifying co
taxation year with respect to the eligible ptadiuhe amount incurred by the qualifying corporation or
qualifying predecessor corporation during the taxation year on account of salaries or wages of its employees.

The oqualifying ofthe qualifyimg carporation or qualifyingptedear corporation

for a taxation year with respect to the eligible product is the amount incurred during the taxation year by the
qualifying corporation or qualifying predecessor corporation on account of remuneration, which is paid to
any of the followingersons or entities in the circumstances that are described:

1. Anindividual who is not an employee of the qualifying corporation or qualifying
predecessor corporation and who deals at ar
expenditure is attributabtedervices personally renddrgdhe individual.

2. An individual described in paragraph 1 for
the expenditure does not exceed the salaries or wages of those employees for personally
rendering those serndce

3. A taxable Canadian corporation for services rendered personally by an individual,

i. if all of the issued and outstanding shares of the capital stock of the taxable
Canadian corporation (other than direct«
individual,

ii. if the individual deal s at oaquaiffisg | engt h
predecessor corporation, and

iii. if the activities of the taxable Canadi
provision of the individual ds services.
18 Subsection 35 (1) of the Ontario Regulation.
19 Subsection 35 (2) of the Ontario Regulation.
20 Subsection 35 (7) of the Ontario Regulation.
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4. For expendituresdnrred before March 27, 2009 in respect of an eligible product and for
expenditures incurred after March 26, 2009 in respect of an eligible product that is not a
digital game, as referred to in paragraph 2 of subsection 93.1 (9) of the Act, a taxable
Canad an corporation that deals at armds | eng
rendered by employees of the taxable Canadian corporation, if the expenditure does not
exceed the salaries or wages of those employees for personally renderinvicdssende

5. A partnership carrying on business in Canada, all of whose members are all individuals and
for which not more than 50 per cent of the income of the partnership is allocable (or would
be allocable, if it had income) to one or more membersjretibycr indirectly control
the qualifying corporation or qualifying predecessor corporation; or who are related to one
or more persons who directly or indirectly control the qualifying corporation or qualifying
predecessor corporatiéh,

i. for servicesandered personably a member of the eligible partnership, or
ii. for services rendered personally by employees of the eligible partnership, if the
expenditure does not exceed the salaries or wages of those employees for personally
rendering those services.
In addi ti on, 0O0Ontari @ | abour expendituresd must be
€) Directly attributable to the development of the eligible product.

(b) Included in the cost, or in the case of depreciable property, the capital cost of the eligible
product.

(© Paid no later than 60 days afterénd of the taxation year.

(d) Incurred for services personally rendered by an individual who was resident in Ontario at the
end of the calendar year that precedes the calendar year in which he or she rendered the
services.

(e) In the case of a qualifying wag@ant, paid to an employee of the qualifying corporation

or qualifying predecessor corporation who reported to a permanent establishment of that
corporation in Ontario at which the eligible product was developed.

) In the case of a qualifying remuneratioouanty paid for services rendered at a permanent
establishment in Ontario of the qualifying corporation, of a qualifying predecessor
corporation or of the individual, corporati
gualifying corporation or qifging predecessor corporation.

Expenditures for which the qualifying corporation or qualifying predecessor corporation makes a claim under
section 90, 91 or 92 of the Act or section 43.5, 43.8 or 43.1Cofpgbeations Tax, Actincurred by the

corpaation in carrying out activities that constitute scientific research and experimental development for the
purposes of paragraph 37(1)(a) of the Income Tax Act (Canada) or subparagraph 37(1)(b)(i) of that Act do
not constitute Ontario Labour Expendituredar the OIDMTC.

21 Subsection 35(3) 5.da8ubsection 35(6) of the Ontario Regulation.
22 Subsection 35 (4) of the Ontario Regulation.
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(v) Qualifying Labour Expenditure for Qualifying Digital Game CorporationUnder Section 93.23

Legislative Requirements

A qualifying digital game corporationds qualifying
taxation year is calculated as the sum of:

(a) the Ontario labour expenditure incurred by the qualifying digital game corporation in the taxation
yearin respect of an eligible digital game that is incurred inren86 period selected by the
corporation to met the required total Ontario labour amount of $1 million, and

(b) the sum of all amounts , if any, of Ontario labour expenditures incurred by the qualifying digital game
corporation in a previous taxation year or by a qualifying predecessor corporpgah éh aes
eligible digital game that is incurred in the@&h period selected by the corporation to meet the
required total Ontario labour amount of $1 million

(c) less

(d) the total government assistance in respect of the Ontario labour expendituredibtealdigtal
game, that the qualifying digital game corporation or any other person or partnership has received, is
entitled to receive or can reasonably be expected to receive, to the extent the government assistance
has not been repaid pursuant tgyallebligation, and

(e) the total of all amounts, if any, each of which is the eligible labour expenditure for the eligible digital
game that wascludedn the determination of the amount of a credit claimed under section 93.2
for the year by the qualifyidigital game corporation or for a previous taxation year by the
qualifying digital game corporation

Commentary

An OIDMTC may be claimed by a qualifying digital game corpanatiertaxation year in

which the 3@nonth period selected by the qualifdigial game corpoiah ends. Eligible

digital games developed by qualifying digital game corporations must have qualifying labour
expenditures totalling not less than $1 million in any periognafBésagainst the eligible

digital gameThe OIDMTC iscalculated as 35% of qualifying labour expenditures incurred
after March 26, 2009 in respect of an eligible digital game.

The qualifyingabour expenditurger eligible digital game is calculated as the sum of all

gualifying Ontario labour expendituresled gover nment assistanceé6 recei
received by the corporation or other parties in respect of eligible labour expenditures, to the

extent that it has not been repaid, in respect of the diigjalegamand any eligik Ontario
labourexpenditurescluded in an annual claim for the product under section 93.2 of the

Taxation Act. Section 93.2 of the Taxation Act refers to eligible digital games developed by

specialized digital game corporations.

Please note that a qualifying digi@egcorporation may select-ar@®th period in which
they have incurred $1 million in respect of an eligible digital game that starts before March 26,
2009.In this case the qualifying digital game corporation has met the requirement that the

3 Section 93.1 (6) and 93.1 (2) ofTtweation Act
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eligible djital gambasqualifying labour expenditures not less than $1 million, however, only
the qualifying labour expenditures incurred after March 26, 2009 will be used to determine the
OIDMTC for the eligible digital game.

(vi) Ontario Labour Expenditure of aQualifying Digital Game CorporationUnder Section 93.1

Legislative Requirements

The Ontario labour expenditure of a qualifying digital game corporation for a taxation year for an eligible
digital game is the sum of:

(a) the qualifying wage amount of the fuad digital game corporation or qualifying predecessor
corporation for the year with respect to the eligible digital game; and

(b) for expenditures incurred after March 26, 2009, the qualifying remuneration amount of the qualifying
digital corporation or glifging predecessor corporation for the year with respect to the eligible
digital game

The oqualifying wage amountdé of the qualifying di
corporation for a taxation year with respect to the eligible digiailsghe amount incurred by the

gualifying digital game corporation or qualifying predecessor corporation during the taxation year on account
of salaries or wages of its employees.

The oqualifying ofthe qualifyeg dagitai ganme cagimmo ar qualifying predecessor
corporation for a taxation year with respect to the eligible digital game is the sum of all amounts incurred
during the taxation year by the qualifying digital game corporation or qualifying predecessor corporation on
accounof remuneration, which is paid to any of the following persons or entities in the circumstances that
are described:

1. Anindividual who is not an employee of the qualifying digital game corporation or
qualifying predecessor corporation and who dealstasarml engt h wi t h t hat ¢
the expenditure is attributable to services personally rendered by the individual.

2. An individual described in paragraph 1 for
the expenditure does not exceed theesmlarivages of those employees for personally
rendering those services.

3. Ataxable Canadian corporation for services rendered personally by an individual,

i. if all of the issued and outstanding shares of the capital stock of the taxable

Canadian corporatioaf her t han directorsd qualifyir
individual,
ii. if the individual deal s at armds |l ength

qualifying predecessor corporation, and

iii. if the activities of tirhaey adtivatyistiel e Canadi
provision of the individual s services,
4. A partnership carrying on business in Canada, all of whose members are all individuals and
for which not more than 50 per cent of the income of the partnership is allocable (or would
be dlocable, if it had income) to one or more members, who directly or indirectly control
the qualifying digital game corporation or qualifying predecessor corporation; or who are
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related to one or more persons who directly or indirectly control the quditiitahgame
corporation or qualifying predecessor corporation,

i. for services rendered personally by a member of the eligible partnership, or
ii. for services rendered personally by employees of the eligible partnership, if the
expenditure does not exceedghiaries or wages of those employees for personally
rendering those services.
I n addition, o0Ontario | abour expendituresd must be
€) Directly attributable to the development of the eligible digital game

(b) Included in the cost, or in the case of deprecialgerypthe capital cost of the eligible
digital game.

(© Paid no later than 60 days after the end of the taxation year.

(d) Incurred for services personally rendered by an individual who was resident in Ontario at the
end of the calendar year that precedesldraaayear in which he or she rendered the
services.

(e) In the case of a qualifying wage amount, paid to an employee of the qualifying digital game

corporation or qualifying predecessor corporation who reported to a permanent
establishment of that corporatio Ontario at which the eligible digital game was
developed.

) In the case of a qualifying remuneration amount, paid for services rendered at a permanent
establishment in Ontario of the qualifying digital game corporation, of a qualifying
predecessorcorpoat i on or of the individual, corpor &
length with the qualifying digital game corporation or qualifying predecessor corporation.

Expenditures for which the qualifying digital game corporation or qualifying predepesatioconakes a
claim under section 90, 91 or 92 of the Act or section 43.5, 43.8 or 43.Cogfdtations Tax, Act

incurred by the corporation in carrying out activities that constitute scientific research and experimental
development for the pupes of paragraph 37(1)(a) of the Income Tax Act (Canada) or subparagraph
37(1)(b)(i) of that Act do not constitute Ontario Labour Expenditures under the OIDMTC.

(vii) Eligible Labour Expenditure for Specialized Digital Game Corporatiotunder Section 93.2

Legislative Requirements

The eligible labour expenditure of a specialized digital game corporation in respect of an eligible digital game for a
taxation year is calculated as the sum of:

@the corporationds Ont ar i oblddagilalgame actvitigs | respectoli r e f ¢
the eligible digital game

24 Section 93.2 (3) of tAaxation Act
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(b) less

(c) the total government assistance, if any, in respect of the Ontario labour expenditure for eligible digital
game activities in respect of the eligible digital game that the splgitdizgaime corporation or any
other person or partnership has received, is entitled to receive or may reasonably expect to receive, to the
extent that the government assistance has not been repaid under a legal obligation to do so.

Commentary

An OIDMTC may be claimed by a specialized digital game corporation on an annual basis, at
the end ofhe taxation year in which the corporationrtasred $1 million in eligible Ontario
labour expenditures in respeatlafible digital game activities diredtijpatable to the

development of eligible digital ganespplicants can aggregate the cost across eligible
activities for multiple digital games to reach the minimum of $1 million in labour expenditures
in the yeaiThe corporation must qualify as aigfized digital game corporation for each

taxation year that they wish to make an annual Alapedilized digital game corporation

must have either 80% of its total salaries and wages paiidifes rendered in Ontaiicthe

taxation year, thateedirectly attributable to the development of digital garthes

corporationd6s total gross revenue for the year
eligible digital games cannolse than 90% f t he cor por at foothe6s t ot al gr
year.

The OIDMTC is calculated as 35% of the eligible labour expenditures incurred by the
specialized digital game corporation in the taxation year, net of assistance. Please note eligible
labour costs are those incurred after March 26, 2009.

(viii) Ontario Labour Expenditure of a Specialized Digital Game Corporatiobinder Section 93.2

Legislative Requirements

The Ontario labour expenditure of a specialized digital game corporation for a taxation year for an eligible
digital game is the sum of:

(a) the qualifying wage amount of the qualifying digital game corporation for the year with respect to the
eligible digital game; and

(b) for expenditures incurred after March 26, 2009, the qualifying remuneration amount of the qualifying
digital corporation for thyear with respect to the eligible digital game

The oqualifying wage amount 6 of the specialized d
the eligible digital game is the amount incurred by the specialized digital game corpogdtienakation
year on account of salaries or wages of its employees.

The oqualifyi ng ofthe specrakzedaiyital game eorparationtfoda taxation year with
respect to the eligible digital game is the sum of all amounts incurretieltairagion year by the

?® Section 93.2 (11) of thaxation Act
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specialized digital game corporation on account of remuneration, which is paid to any of the following
persons or entities in the circumstances that are described:

1. Anindividual who is not an employee of the specialized digitalogparation and who
deals at armdés |l ength with that corporation
personally rendered by the individual.

2. An individual described in paragraph 1 for
the expediture does not exceed the salaries or wages of those employees for personally
rendering those services.

3. A taxable Canadian corporation for services rendered personally by an individual,

i. if all of the issued and outstanding shares of the capital stoekaofble
Canadian corporation (other than direct«

individual,

ii. if the individual deal s at armds | ength
and

iii. if the activities of t hegactiviyyisdhel e Canadi
provision of the individual ds services,

4. A partnership carrying on business in Canada, all of whose members are all individuals and
for which not more than 50 per cent of the income of the partnership is allocable (or would
be allochle, if it had income) to one or more members, who directly or indirectly control
the specialized digital game corporation; or who are related to one or more persons who
directly or indirectly control the specialized digital game corporation,

i. for servicesendered personally by a member of the eligible partnership, or
ii. for services rendered personally by employees of the eligible partnership, if the
expenditure does not exceed the salaries or wages of those employees for personally
rendering those services.
I n additi on, 0Ontario | abour expendituresd must be
(@) Directly attributable to the development of the eligible digital game

(b) Included in the cost, or in the case of depreciable property, the capital cost of the eligible
digital game.

(© Paid no later than 60ydaafter the end of the taxation year.

(d) Incurred for services personally rendered by an individual who was resident in Ontario at the
end of the calendar year that precedes the calendar year in which he or she rendered the
services.

(e) In the case of a qualifg wage amount, paid to an employee of the specialized digital game

corporation who reported to a permanent establishment of that corporation in Ontario at
which the eligible digital game was developed.

() In the case of a qualifying remuneration amoudtfqraservices rendered at a permanent
establishment in Ontario of the specialized digital game corporation, or of the individual,
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corporation or partnership dealing at ar mods
corporation.

Expenditures for which tlepecialized digital game corporation makes a claim under section 90, 91 or 92 of
the Act or section 43.5, 43.8 or 43.10 o€Ctmporations Tax, Actincurred by the corporation in carrying

out activities that constitute scientific research and expatidemelopment for the purposes of paragraph
37(1)(a) of the Income Tax Act (Canada) or subparagraph 37(1)(b)(i) of that Act do not constitute Ontario
Labour Expenditures under the OIDMTC

Commentary

Eligible Labour Expenditure Breakdown

Type of Product Prior to March 27, 2009 After March 26, 2009
Section 93 - salaries and wages of employ - salaries and wages of employees a
at 100% 100%
Eligible Product
- remuneration at 50% - remuneration at 100%
Section 93 - salaries and wage®ofployeeg - salaries and wages of employees a
at 100% 100%
Specified Product
- No remuneration - remuneration at 100%
Section 93.1 N/A - salaries and wages of employees a
100%
Digital Game
- remuneration at 100%
Section 93.2 N/A - salaries and wage®nfployees at
100%
Digital Game

- remuneration at 100%o

* remuneration under Section 93.1 and 93.2 is defined more narrowly see note on next page.

Ontario Labour Expenditures must be directly at
thattermisusedintheéirer acti ve di gital media industry. As
to the stages of production up to (but not including) product launch. Development in the digital

media industry may include: concept development, product design, planning, pneduction, a

testing.

Expenditures must be included in the cost, or in the case of depreciable property, the capital
cost of the eligible product. Expenditures must also be incurred in the taxation year but can be
paid within 60 days following the end of the taxg#iar. If not paid within sixty days, the
expenditures may not be claimed for that taxation year but may be claimed in the subsequent
taxation year.
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Eligible Ontario labour expenditures are limited to amounts incurred for services rendered by
individualdiable for personal income tax in Ontario by virtue of being resident in Ontario in

the calendar year before the calendar year in which he or she rendered the services. In order to
be subject to personal income tax under clause 2(dnobthe Tax AGntario) (reproduced

in Appendix 6/11) in a calendar year, the individual must have been resident in Ontario on the

|l ast day of the calendar year. Whether an indi\

which must be determined on a-4Bsease basis. Factors that are relevant in establishing an
i ndividual 6s residency in a jurisdiction incl
and social and financial ties to the jurisdiction.

Salary or wages may only be included ipaocorat i ondés Ontari o | abour exp:
paid to Ontario resident individuals who Orepor

establishment in Ontario at which eligible activities are performed. Individuals who perform

eligible activitesa t he qual i fying corporationds permanent

considered to oOreport too6 that establishment.
individuals who perform eligible activities elsewhere in Ontario but are suljeal #nco

direction regarding their work activities from the permanent establishment of the qualifying
corporation in Ontario may be considered to

Qualifying remuneration includes paymentstenop | oy ees wlmgthdiththé at ar
corporatonCont ractors must render services at the
establishment or the contractords per manent
be carried ouh Ontario

* Eligible Ontario labour expénaesunder sections 93.1 and 2ot includeemuneration

amounts paid to a taxable Canadian corporation

employeed he eligible Ontario labour expenditures for specialized digital game corporations
arefurther restricted and do not include any amounts incurred by a qualifying predecessor
corporation.

Expenditures for which the qualifying corporation has made a claim under the Ontario Film
and Television Tax Credit, the Ontario Production Servicesethix @rthe Ontario

Computer Animation and Special Effects Tax Credit may not be claimed for the OIDMTC.
In addition, expenditures incurred in carrying out scientific research and experimental
development eligible for a tax deduction under paragragh)3i($ubparagraph

37(1)(b)(i) of thtencome Tax A€tanada) may not be claimed under the OIDMTC.

(ix) Marketing and Distribution Expenses

Qualifying expenditures include up to $100,0&8digible marketing and distribution expendéinedatedd
an eligible teractive digital media product, other than specified products.

%6 Section 93 (6) and 93 (7) e Taxation Aetnd Subsection 35 (7) and 35 (8) of the Ontario Regulation
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Legislative Requirements

The eligible marketing and distribution expenditure of a qualifying corporation for an eligible product is the lesser
of $100,000 and

(a) the total markeng and distribution expenditure in respect of the eligible product incurred by the
gualifying corporation in the 24 months before or in the 12 months after the completion of the
product

LESS
(b) all government assistance for the marketing and distribptéoaieures for the eligible product
Marketing and distribution expenditures must meet ALL of the following conditions:

1. The expenditure is directly attributable to advertising or promoting the eligible product or
distributing the eligible product to custosror potential customers.

2. The expenditure is paid no later than 60 days after the end of the taxation year.

3. The expenditure is not an amount,

i. for which the qualifying corporation makes a ciader sectiof0, 91 or 92 of the
Taxation Act or sectiotB5,43.8,0or 43.10 of tl@®rporations Fect or

. incurred by the corporation in carrying out activities that corsstieutific research
and experimental development for the purposes of paragraph 37 (1) (afomhe
Tax Act{Canada) or subparadr&y (1) (b) (i) of that Act.

4. If the qualifying corporation sells the eligible product directly to a consumer of the eligible product,
the expenditure is not directly related to processing an order by a consumer or shipping an eligible
product to a consume

5. If the expenditure relates to an amount paid or payable for meesdstainment, only 50 per cent
of the amount is included in the marketing and distribution expenditure incurred by a qualifying
corporation in a taxation year.

Commentary

Eligible maketing and distribution expenses might include the costs of:

¢ Attending trade shows where the product is being promoted

e Consultant fees for PR and marketing/portion of wages and salaries of employee(s) attributable to specific
product marketing and distriioun

e Advertising the product in print and electronic media (including design and preparation)
e Preparing the product for display or demonstration

o Product market research/ focus group testing

¢ Product visual identity: logos, branding, merchandising/prorhptimhacts e.g. mugs, shirts
¢ In-store promotions (shelf space), product samples

o Direct Mail Marketing/Telemarketing

e Media kits/news releases (media lists)

August 2010 Page30
Ontario Media Development Corporation




OMDC ONTARIAGONTERACTIVEIGITALMEDIATAXCREDIT

Eligible marketing and distribution expenses will be limited to those incurrediinahth 2&riogorior to the
completion of the eligible interactive digital media product, and those incurred in the twelve months following the
completion of the product.

Expenditures that have already been claimed as eligible Ontario labour expenditures cardaide clai
marketing and distribution expenditures.

Marketing and distribution expendituasnot be claimed respect of specified products and eligible digital
gameshat do not qualify as eligible products under Section 93 of the Taxation Act.

(X) Government Assistance
Legislative Requirements

0Government assistance, 6 for purposes of the OI DMT
other public authority in any form, including a grant, subsidy, forgivable loan, and deduction from tax and

invst ment all owance. The OIDMTC wi l | not be consi de
OIDMTC.

Commentary

The eligible labour expenditure (ELE) for a product is equal to Ontario labour expenditures

(OLEBds) for currentowerdnmpertvi ®ausi $taanye.ad sA3 eiss
government which the qualifying corporation or any other person or partnership has received, is

entitled to receive or can reasonably be expected to receive must be deducted. Government

assistance is also deductedliculating the eligible marketing and distribution expenditure for

an eligible product. The definitimeomef O0assiste
Tax Act{Canada), reproduced for convenience in AppeNflik.6

Government assistance doesinclude assistance received from a private fund or23ource.
Applicants are encouraged to contact the OMDC regarding the treatment of specific funding
sources in the calculation of the tax credit.

The relevant amount of assistance must be determinédas he dat e that the corrg
return is required to be delivered toGhaada Revenue Agenager sectiod50. (1pf the

Income Tax Athis date is generally the last day of the sixth month after the end of the
corporationd6s taxation year.

The assistance to be deducted is the portion wh
expenditures for the eligible product. For instance, where assistanceédiub(ire., the

assistance is provided specifically for labour expenditured)atheunt of assistance must be

deducted. Where assistangetitabourrelated (i.e., is provided for all costs of the product),

the portion of the assistance which must be deducted may be determined by prorating the

amount of assistarige

2Z7A Ooprivate fundo6 is one t hagoverandenisourcest er s funds p

28 The following formula may be used to prorate the amount of assistance: Labour expenditure
divided by total expenditure for the product, multiplied by the value of assistance, is equal to
assistance related to labour expenditure.
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Where assistaa is received fonarketing andistribution of the eligible product the assistance to
be deducted is the portion which relates to th
expenditurefor the eligible produét

2 The following formula may be used to prorate the amount of assistance as it relates to marketing and
distributionexpenditures: Total qualifying marketing and distribution expenditures divided by total marketing
and distribution expenditures for the product, multiplied by the value of the assistance, is equal to the
assistance related to the marketing and distriexpenditure.
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ADMINISTRATIVE PROCESS

TheOIDMTC is jointly administered by the OMDC andGheada Revenue AgeticRA)as described
below.

1. OMDC Role
(0 Issuance of Certificates of Eligibility

The OMDC is responsible for issuing Certificates of Eligibility, which the qualifying coffjesation
with theCanada Revenue Agendth its corporate tax return for the applicable taxation year in order to
claim the OIDMTC.

A Certificate of Eligibility sets out (i) the eligibility of an applicant corporation; (ii) the eligibility of an
applicanproduct(s); and (iii) the estimated amofitite OIDMTC. The amount of the OIDMTC is
subject to verification by t@mnada Revenue Ageasyindicated below.

A Certificate of Eligibility will be issued to a qualifying corporation in respect of rayeaatar
eligible and specifipdoducts that have been completed.

In the case of eligible digital game products developgddifying digital game corporatj@n

Certificate of Eligibility will be issued todpalifying digital game corporatiomdspect of qualifying

labour costs directly attributable to the development of an eligible digital game that have been incurred
over a 36nonth period that ends in the taxation year.

Specialized digital game corporations will be issued a Certiktigtbility at the end of the taxation
year, in respect of eligible labour expenditures incurred in that taxation year for eligible digital games.

The Certificate of Eligibility will encompass an estimatejobifying expenditures of an eligible
proaduct in the25-month period endingt the end ofhe month in which the eligible product was
completed plus marketing expenditures incurred in the 12 month period after coRpletigitle
and specifiedroducts completed after March 25, 2008, thdi€ae of Eligibility will encompass an
estimate of all qualifying expenditures of a product in-ther8f period ending at the end of the
month in which the eligibte specifieghroduct was completed plus marketing expenditurelgible
productdncurred in the 12 month period after completion.

Qualifying labour expenditures and eligible marketing and distribution expenditures must be paid no later
than 60 days after the end of the relevant taxation year. Where more than one product has been
compkted by a qualifying corporation, a Certificate of Eligibility will be issued that relates to costs
incurred for multiple projects.

(i) Amendment and Revocation of Certificates of Eligibility

A Certificate of Eligibility may be amended to correct araadounder certain circumstances, may be
revoked by the OMDC.

An amended Certificate of Eligibility replaces any Certificate of Eligibility previously issued for the
qualifying corporation. If a Certificate of Eligibility is revoked by the OMDC,dked&ertificate of
Eligibility is treated as if it had never been issued.
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(iii) Issuance of a PreliminanAssessment

Due to the increased volume of OIDMTC applications, the OMDC is no longer offering to provide
Preliminary Assessments except uspksial circumstances approved by the Director of Tax Credits
involving the Bell Broadcast and New Media RIedse note: RreliminarnAssessmers based on a
description of the product, not a completed version, and on projected costs, not adiivelefosst
cannot be relied upon as accurate and will not guarantee that the OMDC will issue a Certificate of
Eligibility. In those caseshere a Preliminary Assessment is appo%#dC will require a third party

to confirm that a Preliminary Assessnmgenécessarjn administration fee of $100 will be required for
each Preliminaissessmenequested. Prelimingkgsessmentsill beissued per product, not for all
products undertaken by the corporation in its taxation year.

*Please note that if yo require a Preliminary Assessment for the purpose of securing the
required 10% financing for the Bell Broadcast and New Media Fund, please apply to the OMID
for this letter as soon as possibjand at least 4 weeks prior to thdeadline in the Bell Fund
Commitment Letter.

2. Canada Revenue AgencRole

TheCanada Revenue Ageisaesponsible for assessing the Corporations Tax R&alamg with
Schedule T2SCH5&Mich musbe filed by a qualifying corporation in order to claim the OIDMTC and will
reviewor audit such return.

3. Filing a Corporate Tax Return

Canada Revenue Agency (CRiRadminister both Federal and Ontario corporate taxes for taxation

years ending after December 31, .280@8rporation must file its T2 for a taxation year with the CRA
within six (6) months aft erTotldnethe®©ODMTCoafcorgofateon c or p o
mustfile its Federal corporate tax return (T2) with Schedule T2SCH560 and the Certificate of Eligibility with
the CRA. The CRA audits the returnitued issues a notice of assessment and, if applicable, a refund. The
amount of the credit may be reduced by any Ontario taxes owing by the qualifying corporation. Please note
that the OIDMTC will reduce the cost of the eligible product for tax purposes.

For taxation years ending prior to January 1,268@oration must file its G3 for a taxation year with

the Corporations Tax Branch within six (6) month
to claim the OIDMTC for a taxationayethe qualifying corporation must attach the Certificate of Eligibility

issued for that taxation year to itsZ3Tand insert the OIDMTC amount in the appropriate line of the tax

return (line 200 of the 1998 and 1992&7orms).

In the event that yo@ertificate of Eligibility is not available at the time of submitting your
Corporation's Tax Return to t@atarioMinistry ofRevenugve recommend that you enter your own
estimate of the OIDMTC on the appropriate line of the "Specified Tax Credds’ 3ddsi action will
ensure that the department of @@arioMinistry ofRevenu¢hat processes "Specified Tax Credits"
receives the return and holds it for the arrival of the Certificate of Eligibility. If no amount is entered
anywhere in the "Specifigdx Credits" section, the return will be processed aBatiweoMinistry of
Revenuavill issue the usual assessment based on the return as filed.
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For taxation years ending prior to January 1, 20@®rrespondence shoulde directed to:

Ministry of Finance
Ministry of Revenue
Corporations Tax

33 King Street West
PO Box 620

Oshawa ON L1H 8E9

Fax: (905) 8373824
General questions can be directed to OMoR at8668057702.
For taxation years ending after December 31, 2008, correspondence shouldifeeted to:

Canada Revenue Agency
Film Services Unit

1 Front Street West
Toronto ON

M5J 2X6

Generalmesti ons can be di riencSergdods Unitat (42639X3B407dror ont o
(416)9527349

The T2 Corporation Income Tax Return and appdicaihedules are available on the CRA website at:
http://www.cra-arc.gc.ca/formspubs/mereng.html

3. Payment of an OIDMTC Refund

If a corporate tax refund (which may include an OIDMTC) is payable, a cheque made payable to the
qualifying corporation isist by theCanada Revenue Agetwyhe qualifying corporation.

4, Applying for a Certificate of Eligibility
(0 Who Applies to the OMDC?

The qualifying corporation submits a completed OIDMTC Application Form (see Appendix 1) to the
OMDCforalleligld pr oducts for the corporationds taxatio
qualifying corporation may appoint an agent to apply on its behalf, but any Certificate of Eligibility issued will

be in the name of the qualifying corporation.

(i) When Should Application Be Made to the OMDC?

Application calve made to the OMD@nce the eligibler specifieghroduct has been completed ahthe

end of the taxation year. If the corporation has not incurred all eligible costs at the time dbapplying
OIDMTC Certificate of Eligibility (i.e. there are additional marketing costs to be incurred) the corporation
should submit cost schedules with projected expendipuieethe end of the taxation year in which the
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products were completdit claim additisal marketing and distribution expenditures on products certified in a
previous taxation year a corporation should submit a new application for the taxation year that these additional
marketing and distribution expenditures were incurred. Please raththpplication is subject to an

applicatioriee.

For qualflying digital game corporations making an OIDMTC claim under Sectiap@@dtjon can be made
to the OMDC after the end of the-8®nth periodn which the applicant has incurred $1 milfigddritario
labour expenditures in respect of an eligible digital game.

For specialized digital game corporatimisng an OIDMTC claim under Section %plication can be

madeto the OMDCat the end of the taxation year in which the corporation hagd®1 million in

Ontario labour expenditures in respect of eligible digital game activities that are directly attributable to the
development of eligible digital games.

Please note that each application is subjecafiphcatiorfee.
(iii) Is therean Application Fee?

A nonrefundable Application Fee is payable with respect to each OIDMTC application submitted to the
Ontario Media Development Corporation. Application Fees are used to offset operating costs of the
OIDMTC program. An additional feeréxjuested if applying for a Preliminary Estimate.

To claim additional marketing and distribution expenditures on products certified in a previous taxation year
a corporation should submit a new application for the taxation year that these additibnglandrke
distribution expenditures were incurred. Please note that each application isaudgpedicatiorfee.

The Application Fee is calculated as 0.1 per cent of the total final Qualifying Exfiameljf)retPart
H) for the application. Bwminimum Application Fee is $100 and the maximum ApplicationZ@e0is $
per application.

For example, where QualifyingpEmdituresotal $200,000, the Application Fee is calculated as follows:
Application Fee = Qualifying Expenditure x 0.001
=$200000 x 0.001 = $200
The fee for a Preliminary Estimate is an additional $100.00 per product.
Fees are payable by cheque or money order made payable to the Ontario Media Development

Corporation at the time the OIDMTC application is submitted to the OWtaGe fees are required in
order for the application to be reviewed.

(iv) What Documentation is Required?

Where a Certificate of Eligibility is requested, the applicant must submit to the OMDC the documents set
out in the Ol DMTC Dbmnecasesthe ONEC mahalsaréqluire additionall n s
documentation or information in order to issue a Certificate of Eligibility. All documentation or information
received from an applicant is subject to the confidentiality provisi@isaodation Aetnd wil be

maintained in strictest confidence by the OMDC arciathada Revenue Agency

(V) How Long Does the Process Take?

For applicabnsreceived by the OMDC afigpril 1, 2010the OMDC Tax Credits Departmevitl only
be reviewing complete applicatioms firstcome, firsserved basis and processingwitieepend orthe
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volume of applicatiomeceivedCompanies which file incomplete applications will be notified about
deficiencies with their filing but an eligibility review will only be conolumtetie applicant has supplied
the required documentation.

NEW:
(vi) Can Companies Apply Online?

Yes companies can now apply for their tax credit using our new online portal. This is a quick and easy way to
apply for the tax credits and companieshamieaged to file online. Please visit our website at

www.omdc.on.da view our online application Quick Start Guide and instructions for creating your

company profile.

Please note: As of August 1, 2010, if you ar@lgimg for 10 or more products in one application you
must apply online and upload all documents through the OMDC portal.
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CONTACT INFORMATION

OMDC Tax credits department Whods Who

Listed below are the members of the Tax Credits Department. For gemevatianf or forms, please call
the Assistant. For information on the status of an application, please contact the coordinator. For specific
guestions on eligibility, labour expenditure calculations, definitions or any issue concerning a specific project;

please contact a Business Officer. Policy issues may be addressed to the Director.

Ontario Media Development Corporation
Suite 501, South Tower, 175 Bloor Street East
Toronto, Ontario, M4W 3R8
Tel: (416) 314-6858; Toll Free: 1-800-560-0695 Fax: (416) 314-6876
Website: www.omdc.on.ca

Director

Jennifer Blitz
jblitz@omdc.on.ca
(416) 645694

Team Leader

Monica Szenteszky
mszenteszky@omdc.on.ca
(416) 645692

Team Leader

Manya Rouben
mrouben@omdc.on.ca
(416) 645643

August 2010

Business Officer
Deborah Morris
dmorris@omdc.on.ca
(416) 645645

Business Officer
Rachel Arlene Singh
asingh@omdc.on.ca
(416) 645686

Business Officer

Mark Sonnenberg
msonnenberg@omdc.on.ca
(416) 645655

Business Officer
Nancy Winsor
nwinsor@omdc.on.ca
(416)645644

Administrative Assistant
Barb Hingley
bhingley@omdc.on.ca
(416) 645639

Coordinator

Chris Dunn
cdunr@omdc.on.ca
(419 6426639
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OMDC

ONTARIO MINISTRY OF FINANCE

Ministry of Finance
Ministry of Revenue
Corporations Tax
33 King Street West
PO Box 620
Oshawa ON L1H 8E9

Fax: (905) 8373824

General questions can be directed to OMoR at-866-8057702.

Canada Revenue Agency
Film Services Unit
1 Front Street West
Toronto ON
M5J 2X6

General questions can be directed to CRA at (416) SB407 or (4169527349

The T2 Corporation Income Tax Return and applicable schedules are available on the CRA
website at: fitp://www.cra -arc.gc.ca/formspubs/menu-eng.html
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APPENDICES

OIDMTC APPLICATION FORM
The application form has five parts, described below:

PART A GENERAL INFORMATION
Qualifying Corporation Information

Information related to the corporation applying fotakeredit.

Qualifying Information if Applying as a Specialized Digital Game Corporation

Information related to determining if the applicant corporation qualifies as a specialized digital game
corporation for the taxation year.

Agent Information

In somecases an Agent will fill out the application form and provide documentation on the
Qualifying Corporationds behal f. I n these cas:e
form must be signed by the Qualifying Corporation, and contact infoqpnatioled for the Agent.

PARTB-D DIGITAL MEDIA PRODUCT INFORMATION

Part B of the application form requests information for elggible or specifiegdroduct for which the
OIDMTC is being claimed. A separate Part B should be completadfarduct.

Eligible Product Information

Information related to the eligibility of the product.
Ontario Labour Expenditure for the Eligible Product

The Net Ontario Labour Expenditure for the Eligible Product is calculated in this part of the
Application Form. The Né&ntario Labour Expenditusppearsn (line5) for eacheligibleproduct
and the Qualifying Expenditures (li3efor each specified product.

Eligible Marketing and Distribution Expenditure for the Eligible Product

Information related to the eligible keting and distribution expenditure for the Eligible Product is
listed in this part of the application form. The Net marketing and distribution expenditure for each
product will be carried forward to P&bf the Application Form.

Part C of the applicati form requests information for each eligible digital game developed by a qualifying
digital game corporation for which the OIDMTC is being claimed. A separate Part C should be completed
for each eligible digital game.

PartD of the application for requsdnformation for each eligible digital game developed by a specialized
digital game corporatidnseparate Part D should be completed for each eligible digital game.
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PART E SUMMARY OF QUALIFYING EXPENDITURES AND CALCULATION OF
THE TAX CREDIT FOR ELIGIBL E & SPECIFIED PRODUCTS

The Net Marketing and Distribution Expenditures and Net Ontario Labour Expenditure of each
eligibleand specifiegroduct is entered into P&t On the Par€E that relates to Eligible Products

the sum of these amounts, the TotahlPung Expenditure, is multiplied by the tax credit rate of
40%to arrive at the estimated taxdireayableOn the Park that relates to Specified Products the

sum of the Total Qualifying Expenditures is multiplied byt@%#sive at the estimateaktcredit

payable. For Eligible and Specified products with expenditures prior to March 27, 2009 see Chart:
OIDMTC Rates And Eligibility Periods on p8gé the OIDMTC Guidelines

PART F SUMMARY OF QUALIFYING EXPENDITU RES AND CALCULATION OF
THE TAX CREDIT FOR QUALIFYING DIGITAL GAME CORPORATION

PART G SUMMARY OF QUALIFYING EXPENDITURES AND CALCULATION OF
THE TAX CREDIT FOR SPECIALIZED DIGITAL GAME CORPORATION

PART H APPLICATION FEE

PartH sets out the calculation of the Application Fee payable.

PART I APPLICANT DECLARATION

The Applicant Declaration must be completed in all cases. Where an Agent Authorization has been signed by

the Qualifying Corporation (see Part A), the authorized agent may sign the Applicant Declaration.

In addition to the Application Form, supporting documentation is required.
The documents to be submitted are describeditheDo c ume nt s donQaget k1 i st
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PART A GENERAL INFORMATION
Applicant Corporation Information
Name:
Address: Contact:
Title:
Postal Code: Telephone No.( )
Fax No.: () E-mail:
Ontario Corporation Tax Account number: Fiscal Year end:
Federal Business Number: Corporation Number:

Isthe applicantaqu al i fyi ng seitkef annua grasprevenaes in exoeds of $20 million Iressetsin
excess of $10 milljA yesA no

Is the applicant a qualifying digital game corporation? ( a Canadian corporation that carries on through a pern
establishment in Ontario a business that includes the development of digital gaasescanedh not less than $1mil
in qualifying Ontario labour expenditures within any 36 month period ending in the taxation year, for an eligibl
game that is developed in whole or in part by the qualifying digital game corporation ungeoftentagreement
between the qualifying digital game corporation and a purchaser that is a corfoyeidn o

Is the applicant a specialized digital game corporation?(see descriptidnyzs@w)o

Complete if applying as a Specialized Dital Game Corporation.*

Specialized Digital Game Corporation Information:
The corporation must satisfy one of the following conditions A or B:

Scenario (A)

Salaries and Wages for services rend Salaries and Wages for services|Total Salaries and Wages incurred i
in Ontario directly attributable to the |rendered in Ontario attributable fthe taxation year for services rende
developmendf digital games** other activities of the corporation/in Ontario

$ = % |$ = %S = 100%

**T o qualify as a specialized digital game corporation the corporation must show that it had total salaries and
incurred by the corporation in the taxation year for services rendered in Ontario that are directly attributable t
development of digitgamesot less than 80% of the total of salaries and wages incurred by the corporation in |
taxation year foservices rendered in Ontafdr qualify under (B) below:
Scenario (B)

Gross Revenue for the taxation year tGross Revenue for the taxation yTotal Gross Revenue of corporal
is directly attributable the developmenthat is attributable to other activitfor the taxation year

of digital games*** of the corporation
$ = %|$ = %|$ = 100%
***To qualifyasaspeal i zed di gital game corporation the co

gross revenue for the year that is directly attributable to the development of digital games is not less than 909
corporationos theyearor qgaliffousder (XA) abevelnue f or t

*A specialized digital game corporation may apply to the OIDMTC with an annual claim for Ontario labour
expenditures incurred in the taxation year in respect of eligible digital games. Total Ontario Labour
Expenditures in respect of eligible digital gamegor the taxation yearcannot be less than $1 million.
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PART A GENERAL INFORMATION

Mailing Address of Applicant Corporation (if different from above):

Name ofCorporate Group or Parent Company:

Agent Information (where an agent is applying for the tax credit on behalf of the Qualifying Corporation):

Name:
Address: Contact:
Title:
Postal Code: Telephone No.: ()
Fax No.: () E-mail:
Mailing Addressf Agent(if different from above):
Agent Authorization:
The undersigned hereby
1. Confirms that i tori soccualqiufayiirfg idiggictoalp ogeamd omdr parr g
purposes of section 93, or 93.1 or 93.2 ofdlation Acand
2. Auttorizes and directs to apply to the Ontario Media Development Corporation for an
(name of Agent)

Ontario Interactive Digital Media Tax Credit on its behalf

Qualifying Corpot&n Signature Date

August 2010 Paged4

Ontario Media Development Corporation




OMDC ONTARIAONTERACTIVEBIGITALMEDIAAPPENDICES

AR DIGITAL MEDIA PRODUCT INFORMATION

(Complete and attach a PART BdachEligible or Specified Product in respect of which an OIDMTC is claimed.)

Eligible or Specified Product Information

Product Titlgfor websitesnovide URL address)

Product Accesdf @pplicablePlease provide access codes or passwords requirBdsioess Officer to access product)

Date of commencement of work: Has the project been compléted A yes

If yes, date ofompletion:

Is the Product a Specified Prodéctyes A no

Does the product incorporate: @I A yed no (i) Sound?A yesA no (iii) Images?A yes A no

Product description (attach separate sheet if necessary):

Genre:A Gamhg A Arts & Entertainment A Educational A Instructional, reference, news, current affairs

Delivery format (check all that apply): A Online A Optical disk A Console A Wireless A ITV
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PART B

Complete if an Eligible Product

Proportional assessment of Assistance in respect of Product Cost (used in calculation below if applicable (see lin&@p &

Estimate of Total Ontario Labour Expenditufe (Lines 1 + 2 +3 below) Estimate of Total Production G8$ = % (A)
Estimate of Total Eligible Marketing Expendifire =+ Estimate of total Marketing Co$ts = % (B)
‘ ‘ Ontario Labour Expenditure for the Eligible Product
i i i i prior to after after after
Ontario Labour Expenditure incurregithe qualifying March 24, 06 March23, 06 March 25, 08 March 26, 2009
corporation:
a) Qualifying Wage Amount incurred by the
qualifying corporatioon account of salaries ar
wages of its employees
$ $ $ $ (line 1
b) 50% of Qualifying Remuneration Amounts
incurred by the qualifying corporatimfore
March 27, 2009 $ $ $ $ (line 2
¢) 100% of Qualifying Reuneration Amounts
incurred bythe qualifying corporation after
March 26, 2009 $ (line 3
Government Assistant® xA) above)
Less +(Labour Deferrals) $ $ $ (line 4
Net Ontario Labour Expenditure
(line 1+ 2 + Pline 4)
$ $ $ $ (line 5)
Eligible Marketing And Distribution Expenditures $ $ $ $ (line 6
Less Government Assistance ($ (B)x
above)
(attributable to Marketing & Distribution) $ $ $ $ (line 7
Net Marketing and Distribution Expenditures
(line 6- line 7) $ $ $ $ (line 8)
Quialifying Expenditures (line 5 + line 8) $ $ $ $ (line 9

9 will be carried forward to Parte.

Note: Total Qualifying Expenditures (prior March 24, 06 , after March 23, 06, and after March 25, 08, and after March Z®)Zfbm line

$

Total Cost of Product (i.e., all expenditures including those above):

Have expenditures for this product been included in a previous OIDMTC annual claimnder Section 93.2 as an eligible digital game
developed by a Specialized Digital Game Corporation® YES or A NO
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PART B |Complete if an Specified Product

Proportional assessment of Assistance in respect ofdduct Cost (used in calculatiorbelow if applicable (see linel?

Estimate of Total Ontario Labour Expenditufe (Line10+ Line 11lbelow)- Estimate of Total Production Co$ts = % (A)

Ontario Labour Expenditure for the Specified Productcompletedafter March 23, 26

Ontario Labour Expenditure incurred by the qualifying corporation: M’\j;crzhzgé’zgggéo Mﬁgcrr;hzgé’z(z)gggo g/lnsgcbhe%;]sow

a) Qualifying Wage Amount incurred by the qualifying corporat

after March 23, 2006 oocaunt of salaries and wages of its (line 10

employees $ $ $

b) 100% of Qualifying Remuneration Amounts incurred by the quali

corporation after March 26, 2009 $ (line 11
Less: . i

Government Assistance ($ X __A)abpe) $ $ $ (line 12
Qualifying Expenditures:
(line 10 + line 1D line 12)

$ $ $ (line 13)

Have expenditures for this product been included in a previous OIDMTC annual claim under Section 93.2 as an eligible digitaine
developed bya Specialized Digital Game CorporationA YES or A NO

Note: The amount from line B will be carried forward to PartE.

* Specified products are interactive digital media products that are developed tiodeeasfee arrangement under the texhas agreemen
bet ween the qualifying corporation and an ar mdés | sntgandor mpauer
persons who deal at armds | ength wit htbeédeelogedin @ntadodethe.quakying o
corporationThe development of the product must be completed by the qualifying corporation after March 23, 2006. Eligible costs g
incurred after March 23, 2006. Please see additional requireme@EiMTIe@ Legislation and Regulations.

Total Ontario Cost of Product (i.e., all expenditures including those above)$
(For statistical purposes only).
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DIGITAL MEDIA PRODUCT INFORMATION:  ELIGIBLE DIGITAL GAMES
PART C

QUALIFYING DIGITAL GAME CORPORATION

(Completeand attach a separate Part Cdach eligible digital gamié applyingfor an OIDMTC as a Qualifying Digital Gan
Corporatiori)

Eligible Digital Game Information

Product/game title:

Name of Purchas€orporation:

Estimate of Total Ontario Labour Expenditufe (Lines 2+ 15 below)- Estimate of Total Development Co$ts = % (C)

Ontario Labour Expenditure incurred by qualifying digita gam
corporation incurred in a &&nth periodending in the current taxatior 36 month period
year Please note only costs incurred after March 26, 2009 are eligi

Start Date End Date

Qualifying Ontario Labour Expenditure incurred | Total Ontario Labour costy Ontario Labour costsfterMarch

by the qualifying digital game corporation: for 36 month period(from | 26, 200%0 End Date above
Start Date to End Date)
Column (A) Column (B)
a Qualifying Wage Amount incurred by $ $ (Line14)
qualifying digital game corporation on acc
of salariesandwag of it ds ¢

b) 100% of Qualifying Remuneration amoy

incurred by the qualifying digital ga $ $ (Lineld

corporation:
Less St;)c\)/\tlaer)nment Assistanck ( x (C) $ $ (Line1§)
Qualifying Expenditure€olumn (A) $ (Line 17)
(line 14 +line 154 line 16) (must not be less than $1 M
Eligible Labour Cost€olumn (B) (line 14+line 150 line 16) (Line 18)
$

Have expenditures for this product been included in a previous OIDMTC annual claim under Section 93.2 as an eligible digit
game developed by a Specialized Digital Game Corporatio® YES or A NO

Note: The amount from line 18will be carried forward toPart F.

* A qualifying digital game corporation is a Canadian corporation that carries on through a permanent establishon
a business that includes the development of digital games, and has incurred not less than $1million in qicaléiimgy
expenditures within any 36 month period ending in the taxation year, for a eligible digital game that is developéd
part by the qualifying digital game corporation under the terms of an agreement between the qualifying

corporation and a purchaser that is a corporation.
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PART D Estimate of Qualifying Ontario Labour Expenditures for Eligible Digital Game Activitiesof
Specialized Digital Game Corporation

Complete and attach a separateP&ot each éfjible digital @me* that is included in the annual OIDMTC claim for a
Specialized Digital Game Corporation

Title of Eligible Digital Game:

Estimate of Total Ontario Labour Expenditufe (Lines19+ 20below)- Estimate of Total Development Cd$ts = % (D)

If this product was completed in the taxation year would it qualify as specified or eligible product? YesA  No A

Qualifying Expenditures Ontario Labour Costs incurred in taxation year and after
March 26, 2009

Qualifying expenditures are incurred after March 26, 2009 and
later than 60 days after timgl ®f the taxation year.

a) Qualifying Wage Amount incurred by the specialized $ (Line 19
digital game corporation on account of salaries and wages of
itds employees

b) Qualifying Remuneration amounts incurred by the $ (Line 20
specialized digital game corporation

Less: c)Government Assistance: ($ x (D) abo; $ (Line 2]

Qualifying Expenditures (Lines 19+ Line 208 Line 21) $ (Line 22

Note: The amount fom Line 22 will be carried forward to PariG

* An digibledigitalgame must bedagital game in the opam of the OMDC and is developked the purpose of sale or
license by the specialized digital game corporatigyrochaser, tooneormorepes ons who deal at
specialized digital game corporation and the purchaser. The digital game is not used primarily, i) for interpersonal
communication, ii) to present or promote the spedaligital game corporationtioe purchaseor iii) to present, promote
or sell the products or services of the specialized digital game corporation or the purchaser.
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PART E SUMMARY OF QUALIFYING EXPENDITURES
AND CALCULATION OF THE TAX CREDIT
Estimate of Qualifying Expenditures for Eligble Products
Insert below the titles of Eligible Prodi Insert below the amounts from Parts B,9if@ each project included in tH
for which the OIDMTC is claimed application:
Eligible Product Qualifying Expenditures
prior to after after After
March 24, 06 March 23, 06 March 25 2008 March 26, 2009
1. $ $ $ $
2. $ $ $ $
3. $ $ $ $
4. $ $ $ $
5. $ $ $ $
6. $ $ $ $
7. $ $ $ $
8. $ $ $ $
9. $ $ $ $
10. $ $ $ $
11. $ $ $ $
12. $ $ $ $
Qualifying Expenditures prior to March 24, 2006 $ (F)
Qualifying Expenditures after March 23, 2006 $ (G)
Qualifying Expenditures after March 25, 2008 $ (H)
Quialifying Expenditures after March 26, 2009 $ ()
Total Qualifying Expenditures for Eligible Products: (F+G+H +1) $ @)
Estimated OIDMTC (for Qualifying Expenditures afualifying small $ )
corporation prior to March 24, 2004}F) x 20%
Estimated OIDMTC (Qualifying Expenditures aqualifying small $ (K)
corporation after March 23, 20@6 March 26, 2009G +H ) x 30%
Estimated OIDMTC (Qualifying Expenditures aqualifyingargecorporation$ L
after March 23, 20@6 March 25, 2003 G) x 20%
Estimated OIDMTC (Qualifying Expenditures aquaIifyingargecorporation$ M)
after March 25, 2088 March 26, 2009(H) x 25%
Estimated OIDMTC ( Qualifyingexpenditures of qualifying small
corporation or qualifying large corporatiorafter March 26, 2009 and beyo|$ (N)
() x 40%
Total Estimated OIDMTC for Eligible Products: $ (0)
() + (K)+ (L) + (M) +(N)
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PART E Estimate of Qualifying Expenditures for Specified Products
Insert below the titles of Specified Products Insert below the amount from PBrtline13for each
for which the OIDMTC is claimed specified project included in the application:
Specified Product Qualifying Expenditures
March 24, 2006 to March 26, 2008 to March272009
March 25, 2008 March 26, 2009 and beyond
13. $ $ $
14. $ $ $
15. $ $ $
16. $ $ $
17. $ $ $
18. $ $ $
19. $ $ $
20. $ $ $
21. $ $ $
22. $ $ $
23. $ $ $
24. $ $ $
25. $ $ $
26. $ $ $
27. $ $ $
28. $ $ $
Quialifying Expenditures for Specified Productgafter March 23, 2066 March 252008) $ (P)
Qualifying Expenditures for Specified Productsgafter March 25, 2068 March 26, 2009 $ (Q)
Quialifying Expenditures for Specified Productgafter March 26, 2009) $ (R)
Total Qualifying Expenditures for Specified ProductsR + Q+ R) $ (9
Estimated OIDMTC for Specified Products: P x 20%) $ (T
Estimated OIDMTC for Specified Products: Q x 25%) $ V)
Estimated OIDMTC for Specified Products: R x 35%) $ V)
Total Estimated OIDM TC for Specified Products (T+U+V) $ (W)
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SUMMARY OF QUALIFYING EXPENDITURES

PART F AND CALCULATION OF THE TAX CREDIT

Estimate of Qualifying Expenditures and OIDMTC for Qualifying Digital Game Corporation

Insert below the titles of Eligible Digital Games Insert below the amount from P@xtline 18 for
for which the OIDMTC is claimed each eligible digital game included in the applic

Eligible Digital Game Qualifying Expenditures

After March 26, 2009

9.

a1
B | B B | B B B B B B

10. $

Total Qualifying Expenditures for Eligible Digital Games(after March 26, $ (AA)
2009)

Estimated OIDMTC for Eligible Digital Games: (AA x 35%) $ (BB)
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PART G

SUMMARY OF QUALIFYING EXPENDITURES
AND CALCULATION OF THE TAX CREDIT

Estimate of Qualifying Expenditures and OIDMTC for Specialized Digital Game Corporation

Insert below the titles of Eligible Digital Games Insert below the amount from PBxtline 2 for
for which the OIDMTC is aimed each eligible digital game included in the applica

Eligible Digital Game Qualifying Expenditures

After March 26, 2009

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

= C 20 I - A R - I - B - A T <2 B = B R R -2 O = O B - I =/ N = N B -2 R =2 N - B B - A B =2 I

20.

$

Total Qualifying Expenditures for Eligible Digital Games(after March 26, $ (CO)

2009)

Estimated OIDMTC for Eligible Digital Games: (CC x 35%) $ (DD)
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PART H

APPLICATION FEE

Calculation of &=

Total Qualifying Expenditures for Eligible Products: Line (J)

Total Qualifying Expenditures for Specified Products: Line$

Total Qualifying Expenditures for Eligible Digital Games by
Qualifying Digital Game Corporation: Line (AA)

Total Qualifying Expenditures for Eligible Digital Games by
Specialized Digital Game Corporation: Line (CC)

Total Qualifying Expenditures (to calculate application fee):

B | B | BB P

(J) + (9+(AA)HCC)

=(2)

Total Qualifying Expenditures

(Carried forward from above) Z)(

$

Application Fee: % 0.001

* Note that the minimum Application Fee is $100, and the maximu -5

Application Fee i2$00 B

Application Fee for a Preliminary Estimate
=%

i.e. $100.00 X (number of products)

Total Application Fee =$

Is the Application Fee enclo8ed Ano A yes
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PART | CERTIFIC ATION AUTHORIZATION

| agree to notify the Ontario Media Development Corporation of any changes to the information
provided after the date of this application and before completion of work on the eligible products in
the taxation year.

I am an Authorized S igning Officer of the Corporation; | hereby certify that the information on this application, including
any documents attached or requested in relation to this application, is true, correct and complete in every respect and
that the production complies and will continue to comply with the most current or applicable OIDMTC
Information/Application Package.

I will also furnish upon request all additional records and documents deemed necessary by the production company for
certification pur po sseGedits gepartient; | @avEDyOnsentTo the conduct of any audit required to be
performed on the production company for certification purposes.

| also hereby declare the following:

e that ALL persons being claimed as Ontario labour for this application ar e residents of Ontario the December 31 of
the calendar year before the calendar year in which the services were rendered,;

e that any financial reporting information provided for this application is accurate and fair; and
e that full disclosure is made to the O MDC regarding the terms of financing for this production.

Aut horized Personés Signature Date

Name (Print) Title or Position He Id

PERMISSION FOR OMDC PUBLICATIONS

The OMDC produces in print, by telephone hotline and/or the World Wide Web a variety of publications,

including but not limited to: (i) a bi -weekly Iist (a.k.a. 0The Media Listd)
prepar at i on or currently shooting in Ontario; (ii) an an
Annual Reporté that contains production information. F
lists/reports on an aggregate basis only; financia | information does not appear for individual productions.

These lists/reports may be supplied to press, industry and government and are available to the general
public on request.

Consent is granted (except as otherwise noted) to include the attached infor mation in various OMDC
publications.
Authorized Signature Date

PLEASE SIGN BOTH CON SENT/AUTHORIZATIONS ABOVE.

Please note that the Ontario Media Development Corporation and the Canada Revenue Agency
may exchange taxpayer information as defined in subsection 146(6) of the Taxation Act, 2007
(Ontario) for the purposes of administering theOntario Interactive Digital Media Tax Credit.
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DOCUMENT S GHECKLIST

Quialifying Corporation:

Contact Person:

Phone: Fax: E-mail:
PART I INCLUDED
1. OIDMTC Application Forn{completed in full, signed and dated. The form may t A no A yes

found in Appendi 1)

2. Application Fee, payable to the Ontario Media Development Corporation. A no A yes
The fee is calculated as 0.1 percent of the total final Qualifying Expenditufes. (|
PartH of the application).
For Example, where the Qualifying Expemes total $200,000, the Application fee
calculated as follows:
Application Fee = Qualifying Expenditure x 0.001
= $200,000 x 0.001
= $200
The minimum Application fee is $100 and the maxiAppiication fee i$2000per
application.

3. Incorporation documents for the Qualifying Corporation, including amengifnents A no A yes
these documents are already on file with the OMDC Tax Credits, please provid
updates, amendments or revisiorthéadocuments on file).

4, Corporate chart for Qualifying Corporation. If applying for an OIDMTC for eligit A no A yes
nonspecified and specified products please provide corporate chart for all assc
companiegi.e. chart or schedule indicatimg relationship between the applicant
corporation and all associated corporations, including percentage of share owr

5. Consolidated annual financial statements of the Qualifying Corporation for the A no A yes
taxation year. If claimilgs a o qual i f y i (Taalassetsldsd thac %1
million or annual total revenues less than $20 million), please provide consolid:
annual financial statements (includes all associated companies) for the preced
taxation year.

Pleasenote: If making an OIDMTC application for taxation years prior to 2009,

please provide annual financial statements of the Qualifying Corporation for the
precedingtaxationyeatl f ¢l ai mi ng as a 0 Totaldssefs )
less than $10 Hidn or annual total revenues less than $20 million), please provi
consolidated annual financial statements (includes all associated companies) f
preceding taxation year.

6. If applying under section 93.2 as a Specialized Digital Ge Corporation please A no A yes
provide:

Detailed Payroll report or Wage Schedule that relates to the taxation year in wt
Specialized Digital Game Corporation is making an annual biauetailed Payroll
Report or Wage Schedule should list names of athployees, their addresses,
and job description.
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Chain of title documentation for each interactive digital media product included A no

applicatior(i.e. documentation of ownership rights to the product, for example,
licensing agreemenights agreements, domain name registratiefioy feervice
agreements, goduction agreements, distribution agreements, where applicabl
Documentation should clearly indicate ownership rights to the completed prodt

If applying under section 93.1s a Qualifying Digital Game Corporation please
provide:

Development Agreement(s) between the Qualifying Digital Game Corporation i
Purchaser Corporation(s) for each eligible digital game included in the applicat
purchaser agreements;fiareservice agreements etc.)

If applying under section 93.2 as a Specialized Digital Game Corporation pleas
provide:

Development Agreements between the Specialized Digital Game Corporation :
Purchaser Corporation{sapplicabldéor each eligible digilgame included in the
application (i.e. purchaser agreementirfservice agreements etc.)

A yes

Description of product development or digitame development activitiégpplying
under section 93.1 or 93.Pesign and technical sp@afion documentation, where
applicable, including a flow chart, functional design, a description of the user
experience, storyboard, a list of technical requirements and specifications or sc

no

A yes

Complete, detailed production scheduletiameline (e.g. Gantt chart).

no

A yes

10

Business and Marketing Plan including a description of the target audience/ma
revenue model.

Where possible, please include letters and or agreements that confirm interest
proposed terms fronhird-party distributors or equivalent. (Required for each
interactive digital media product included in the application).

no

A yes

11

List of nameand roles (with brief descriptiaf)all individuals working on the
product(s).

no

A yes

12

List of names and addresses of individuals who are not employees of the qualil
corporation.

p2

no

A yes

13

Financing plan/indication of sources of financing for the interactive digital medi
product (required for each interactive digital media produdeiddn the application

no

A yes

14

Financing contracts, if availafite all sources of financing for each interactive dig
media product included in the application).

no

A yes

15.

For EACH interactive digital media product included iaghkcation being claimed
undersectioB 3 as an eslpiegciibflieedonppoomoduct 6,ao0
cost report or schedule of ACTUAL eligible Ontario labour expenditures, and in
split of costs incurred up to and including March 23, 2@D6psts incurred after
March 23, 2006 up to and including March 25, 2008, and costs incurred March
up to and including March 26, 2009, and those costs incurred March 27, 2009
beyond (The Canada New Media Fund, Bell Broadcast and New Madliar Bimilar
budget format may be used).

The schedules should make a clear distinction between, and provide subtotals
Qualifying Wage Amounts on account of salaries and wages of its employees
Qualifying Remuneration Amoungsai d t o a nies@vsoareeoh gt h
employees of the corporation.

no

A yes
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* Qualifying Remuneration Amounts incurred prior to March 27, 2009 are not
el igible expenditures for ospecifie

16.

For EACH eligible digital game included in the application bémngdclander sectior A no A yes
93.1 for a Qualifying Digital Game Corporationa cost report or schedule of

ACTUAL qualifying Ontario labour expenditures incurred by the qualifying digit:

game corporation within any period of 36 months that ends in a taxatioeryear a

March 26, 2009, in which an OIDMTC application is submitted, and those

expenditures are not less than $1,000,000. Please identify those costéTiheurrec

Canada New Media Fund, Bell Broadcast and New Media Fund or similar budc

format may be used).

The schedules should make a clear distinction between, and provide subtotals
for:

Qualifying Wage Amountson account of salaries and wages of its employees; ¢
Qualifying Remuneration Amounts*paid to:

a) Armbés | engt h Ont aatemploybea af thelcorponaton
b) Armds | ength Ontario based indiyv
digital game corporation for the services personally rendered by their employes¢
¢) Ontario based Canadian corporations for theeereicdered personally by an
Ontari o based individual if the ind
game corporation and is the sole shareholder of the corporation (i.e personal s
corporation);

d) Eligible partnerships for teervices rendered personally by a member of the e
partnership, or for services rendered personally by employees of the eligible
partnership

*Please note: Remuneration paid to a taxable Canadian corporation for service
rendered by its employeesraa be included as eligible labour under section 93.1

To expedite the review please report each type of remuneration (itemsla
above) included in claim in separate columns in cost report or schedule of
ACTUAL qualifying Ontario labour expenditures subnitted with the
application.

17.

For EACH eligible digital game included in the application being claimed under A no A yes
93.2 for a Specialized Digital Game Corporatigm cost report or schedule of

ACTUAL qualifying Ontario labour expenditinesirred after March 26, 2009 by tt

specialized digital game corporation in the year for which an OIDMTC applicati

submitted.

The schedules should make a clear distinction between, and provide subtotals
for:

Qualifying Wage Amountson account ofaaries and wages of its employees; an
Qualifying Remuneration Amounts*paid to:

a) Armbés |l ength Ontario based indi
b) Armés | ength Ontario based indiyv
digital game corporation for the services personally rendered by their employee
c¢) Ontario based Canadian corporations for the services rendered personally b
Ontari o based individual if the ind
game corporation and is the sole shareholder of the corporation (i.e personal s
corporation);

d) Eligible partnerships for the services rendered personally by a member of th
partnership, or for services rendered personally by emplayeesligible
partnership
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* Please note: Remuneration paid to a taxable Canadian corporation for servici
rendered by its employees and any Ontario labour expenditures incurred by a
predecessor corporation cannot be included as eligible labour unde®3ectio

To expedite the review please report each type of remuneration (itemsla
above) included in claim in separate columns in cost report or schedule of
ACTUAL qualifying Ontario labour expenditures submitted with the
application.

Please note: TheéODMDC may request documentation to verify costs such as
Detailed General Ledger Reports, Project Accounts etc.

18.

For EACH interactive digital media product included in the application, a sched A no
actual and/or projected eligilMarketing and Distribution Expenses** including

split of costs incurred up to and including March 23, 2006, those costs incurred
March 23, 2006 up to and including March 25, 2008, and costs incurred March

up to and including March 26, 2009, ancetbosts incurred March 27, 2009 and
beyondThe schedules should make a clear distinction between, and provide st

for marketing and distribution expenditures as they relate to specific eligible pr«

NOTE:

Please submit FINAL numbers if appdydtfiter all marketing and distribution
expenditures have been incurred.

Please submit a schedule of projected total expenditures if applying before all |
and distribution expenditures have been incurred.

** Marketing and Distribution Expenses arenot eljgible expenditures for
ospeci fied productsoé or for oeligib
93.1(Qualifying Digital Game Corporation) or 93.2 (Specialized Digital Game
Corporation)

A yes

19

For products claimed under secBo8 agbled@isipeci fi edd ,or Ano
please provida copy of eactompletedinteractive digital produicicluding websites
Product should be shetfady or exploitable. For websites, copy of all associated

and image files with address where prodagtbe accessed at time of completion i
required. Please include any password, registration or access codes that may |

to reviewthe product.

If applying under section 93.1 (Qualifying Digital Game Corporation) or 93.2
(Specialized Digital Game Corporation)please provide evidence or copy of eacl
eligible digital game included in application including online games. Please suk
copies of completed eligible digital games if available. Other documentation to
development of eligiblegital games may include detailed design or technical
specification documents, working prototypes, mock ups, wire frames, copies of
graphics and art assets created, game design documents, physics or game en
descriptions, etc. For websites, copy o$sdiciated text and image files with addre
wherethe gamenay be accessed is requiRddase include any password, registrat
or acess codes that may be requivedviewthe game

A yes
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ONTARIO INTERACTIVE DIGITAL MEDIA TAX CREDIT ( OIDMTC)
TAX CREDIT DECLARATION OF RESIDENCY/ CONSENT FORM 2009

PLEASE COLLECT THIS FORM FOR ALL INDIVID UALS BEING INCLUDED IN YOUR LABOUR EXPEN DITURE CLAIM .
PLEASE RETAIN FOR YO UR RECORDS FOR PROOFOF RESIDENCY .

(For services personally rendered betwedanuary 1, 2009 to December 31, 2009)
Instructions: Please caltg@etmns of this form.

the o0Corporationo

(name of production company)
Name:

S.I.N.: ON Driverodos License #:

Address

(full address including postal code)

| hereby certify and confirm that:

1. | was subject to personal income tax in Ontario in the calendar year 2008 by virtue of being resident in Ontario
on the 31st day of Decemk2®08 and my address at that time was:

C same as above
c

(full address including postal code)

2. I understand that the Corporation will be relying on this declaration for its application for an Ontario
Interactive Digital Media Tax Credit (OIDMTC) which igljoadministered by the Ontario Media
Development Corporation (OMDC) and the Canada Revenue Agency and may be subject to
government audit, and hereby warrant that the -alotee information is true and correct.

3. I understand that an OIDMTC is based orit@égOntario labour expenditures incurred for product,
and as such | hereby grant permission for the Corporation to supply to the Canada Revenue Agency
information with respect to my position on the production including, but not limited to, the
information contained in this form; the number of hours worked, any and all remuneration | received
by the Corporation, and any other information necessary in order to determine that the remuneration
| received for my work is an eligible labour expenditure adpect®n 35(3) of the Ontario
Regulationand any information necessary in order to verify that | am an @aetbindividual

4, The information obtained in connection with this Declaration/Consent is collected pursuant to
section 93 of th&axation AcThe aboveeferenced information shall be used for the purpose of
processing the Corporationds application for an
Signature of Declarant Date
O Onaribbased individual 6 means, in relation to an eligibl

individual described in clause 2(a) ofrtbeme Tax At subject to tax under section 2 of that Act for the calendar year
before the cahdar year in which he or she rendered the services.
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ONTARIO INTERACTIVE DIGITAL MEDIA TAX CREDIT (OIDMTC)
TAX CREDIT DECLARATION OF RESIDENCY/ CONSENT FORM 2010

PLEASE COLLECT THIS FORM FOR ALL INDIVID UALS BEING INCLUDED IN YOUR LABOUR EXPEN DITURE CLAIM .
PLEASE RETAIN FOR YO UR RECORDS FOR PROOFOF RESIDENCY .

(For services personally rendered betwedanuary 1, 200to December 31, 200
Instructions: Please caftg#etmns of this form.

the o0Corporationo

(name of production company)
Name:

S.I.N.: ON Driverodos License #:

Address

(full address including postal code)

I hereby certify and confirm that:

2. | was subject to personal incaiere in Ontario in the calendar yeardfpvirtue of being resident in Ontario
on the 31st day of December,280d my address at that time was:

C same as above
¢

(full address including postal code)

5. | understand that the Corporation will be relyindnisndieclaration for its application for an Ontario
Interactive Digital Media Tax Credit (OIDMTC) which is jointly administered by the Ontario Media
Development Corporation (OMDC) and the Canada Revenue Agency and may be subject to
government audit, and kby warrant that the abeweted information is true and correct.

6. | understand that an OIDMTC is based on eligible Ontario labour expenditures incurred for product,
and as such | hereby grant permission for the Corporation to supply to the Canadagenenue
information with respect to my position on the production including, but not limited to, the
information contained in this form; the number of hours worked, any and all remuneration | received
by the Corporation, and any other information necessander to determine that the remuneration
| received for my work is an eligible labour expenditure as per Subsection 35(3) of the Ontario
Regulationand any information necessary in order to verify that | am an @atsetindividual

7. The informatiorobtained in connection with this Declaration/Consent is collected pursuant to
section 93 of th€éaxation ActThe abovweeferenced information shall be used for the purpose of
processing the Corporationds application for an
Signature of Declarant Date
OOntmaased individual 6 means, in relation to an eligibl

individual described in cla@ga) of thdncome Tax At subject to tax under section 2 of that Act for the calendar year
before the calendar year in which he or she rendered the services.
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APPENDIX 4

ONTARIO INTERACTIVE DIGITAL MEDIA TAX CREDIT LEGISLATION

Section 93 of theTaxation Act SO. 2007 Chapter 34, ScheduleU

Current to December 15, 2009

Ontario interactive digital media tax credit

93. (1) A corporation that complies with the requirements of this section or section 93.1 or 93.2 may claim
an amount for the year in respect of and notaceeg t he corporationds On:
media tax credit for the year. 20084 cSchedJ, s.18(1).

Total amount of tax credit under this section and ss. 93.1 and 93.2

(1.1)The amount of a corporationds Ontario inte
is the sum of the credits determined under this section and sections 93.1 and 93.2 for the year.

2009, c34, SchedJ, s 18(1).
Amount of tax credit under this section

2)Subject to subsections (2.4) to (2.6), the
section for a taxation year is the sum of
determined under this section in respect of eligible products. 2009chedJ, s.18(1).

Non-specified products, other than qualifying small corporations

221)A qualifying corporationds eligible credit
that is not a specified product is, if the aapm is not a qualifying small corporation, the
sum of,

(a) 20 per cent of the portion of its qualifying expenditure in respect of the product for the year
that relates to expenditures incurred after March 23, 2006 and before March 26, 2008;

(b) 25 perent of the portion of its qualifying expenditure in respect of the product for the year
that relates to expenditures incurred after March 25, 2008 and before March 27, 2009; and

(c) 40 per cent of the portion of its qualifying expenditure in respecpaddhct for the year

that relates to expenditures incurred after March 26, 2009. 2008civedJ, s.18(1).
Non-specified products, qualifying small corporations
(22A qualifying corporationds eligible credit

that is not a specified product is, if the corporation is a qualifying small corporation, the sum
of,

(a) 20 per cent of the portiohits qualifying expenditure in respect of the product for the year
that relates to expenditures incurred before March 24, 2006;

(b) 30 per cent of the portion of its qualifying expenditure in respect of the product for the year
that relates to expendes incurred after March 23, 2006 and before March 27, 2009; and

(c) 40 per cent of the portion of its qualifying expenditure in respect of the product for the year
that relates to expenditures incurred after March 26, 2009. 208¢leed), s.18(1).
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Specified products

(23)A qualifying corporationds eligible credit
that is a specified pnact is the sum of,

(a) 20 per cent of the portion of its qualifying expenditure in respect of the product for the year
that relates to expenditures incurred after March 23, 2006 and before March 26, 2008;

(b) 25 per cent of the portion of its qualifyimeaditure in respect of the product for the year
that relates to expenditures incurred after March 25, 2008 and before March 27, 2009; and

(c) 35 per cent of the portion of its qualifying expenditure in respect of the product for the year
that relates texpenditures incurred after March 26, 2009. 2689 SthedJ, s.18(1).

Claims not allowed under subs. (2.3) and s. 93.1

(24)A qualifyingcggor ati onds el igible credit under st
product is deemed to be nil for a particular taxation year if the corporation claims a credit
under section 93.1 in respect of the eligible product for the year or any pratimuyeax.

2009, ¢34, SchedJ, s.18(1).

Claims not allowed under this section and s. 93.2

(2.5) Subject to subsection (2.6), a qualifying@tpar on s credit under thi
an eligible product for a particular taxation year is deemed to be nil if the corporation claims a
credit under section 93.2 in respect of the eligible product for the year320@2hed),

s.18(1).

Exception, transition to s. 93.2

(2.6) Subsection (2.5) does not apply in respect of a qualifying corporation for a particular
taxation year if the qaoration completes an eligible product in the year and the Ontario
labour expenditure incurred in respect of the product includes expenditures that were incurred
before the later of March 27, 2009 and the beginning of the first taxation year in which the
corporation claimed a credit under section 93.2. 2809Sched, s.18(1).

Qualifying expenditure
(3) The qualifying expenditure of a qualifgorgoration for a taxation year is,

(a) in respect of an eligible product that is not a specified product, the amount of its eligible
labour expenditure and eligible marketing and distribution expenditure for the year in respect
of the product; and

(b) n respect of an eligible product that is a specified product, the amount of its eligible labour
expenditure for the year in respect of the product. 2889Sched), s.18(1).

Eligible labour expenditure

4A qualifying corporationds eligible | abour
year is equal to the amount, if any, by whi

0 A6 i wtarib lbmur Ependiture, if any, incurred by the qualifying corporation in the
year for the eligible product,

0oB6 is the sum of al | amount s, i f any, each
for the eligible product by the qualifying coapion in a previous taxation year or by a
qualifying predecessor corporation before the disposition, merger-up véadhe case
may be, to the extent that,
(a) if development of the product is completed before March 26, 2008, the expenditure is
incured in the 28nonth period ending at the end of the month in which development
of the eligible product is completed, or

August 2010 Pageb3

Ontario Media Development Corporation



http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_07t11_f.htm#s93s2p3
http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_07t11_f.htm#s93s2p4
http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_07t11_f.htm#s93s2p5
http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_07t11_f.htm#s93s2p6
http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_07t11_f.htm#s93s3
http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_07t11_f.htm#s93s4

OMDC ONTARIAONTERACTIVEBIGITALMEDIAAPPENDICES

(b) if development of the product is completed after March 25, 2008, the expenditure is
incurred in the 3ronth period ending at the eofdthe month in which development
of the eligible product is completed, and

0C6 is the sum of o0D6, OE6 and OF6 wher e,

oD6 is the total of all amount s, i f any, ea
eligible product that was includedhie tletermination of the amount of a tax credit
claimed under this section, section 93.2 or section 43.11 of the Corporations Tax Act for
a previous taxation year by the qualifying corporation or by a qualifying predecessor
corporation,

0EO i s tahamounts, if any, easH of which is the eligible labour expenditure for the
eligible product that was included in the determination of the amount of a credit claimed
under section 93.2 for the year by the qualifying corporation, and

OFG6 i s t Heovarnmena assistarice, i@ any, in respect of the Ontario labour
expenditure for the eligible pr-duddatet t hat
for the taxation year, the qualifying corporation or any other person or partnership has
receivedis entitled to receive or may reasonably expect to receive, to the extent that the
gover nment assistance has not been inclu
labour expenditures under section 93.2 or been repaid under a legal obligation to do so.
2009, c34, SchedJ, s.18(1).

Who claims amount in respect of specified product

(5) For the purposes of subsection (4), if a qualifying corpadatielops a specified product
under a contract entered into after March 23, 2006, only the qualifying corporation is entitled
to claim an amount under this section in respect of the specified product. 12007, c.
SchedA, s.93(5).

Eligible marketing and distribution expenditure

(6) The eligible marketing and distribution expenditure of a qualifying corporation for an eligible
product for a taxatioregr is the amount that is the lesser of,

(a) the amount, if any, by which $100,000 exceeds the total of all amounts, if any, each of which

is the corporationds eligible marketing anc
qualifying predeses or cor porationd6s eligible marketi |
for the eligible product before the disposition, merger cupijras the case may be, that was

included in the determinati on os$ectiond@&llcor por

of the Corporations Tax Act for a previous taxation year; and
(b) the amount determined under subsection (7). 200/Sched, s.93(6).

Same
(7) The amount determined under this subsection for the purposes of clause (6) (b) is calculated
using the formula,
FO(G+H+I)

in which,

OF6 is the total of al | amount s, i f any,
expenditure inespect of the eligible product incurred by the qualifying corporation in the
taxation year or in a previous taxation year or by a qualifying predecessor corporation
before the disposition, merger or wiipg as the case may be, to the extent that it was
incurred,

(a) in the month in which development of the eligible product is completed, and
(b) in the period of 24 months before, or in the period of 12 months after, the month in
which development of the eligible product is completed,
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0GO i s t heofdl goveanimentzassistance, if any, for the marketing and distribution
expenditures described in the definition
cor por at-dusdaté ®r the takation year, the qualifying corporation or any other
person or partnership has received, is entitled to receive or may reasonably expect to

receive, to the extent that the government assistance has not been repaid under a legal
obligation to do so,

OH6 i s the total of al | ligibheonarketing and distribution y , ea
expenditure for the eligible product that was included in the determination of a tax credit
claimed under this section or section 43.11 of the Corporations Tax Act for a previous
tax(?tion year by the qualifying corponatio by a qualifying predecessor corporation,
an

ol 6 is the total of all marketing and distr]
for the eligible product that are Ontario labour expenditures of the qualifying corporation
or a qualifyingredecessor corporati@®07, c11, Sched, s.93(7).

Application for certificate

(8) In order to be eligible to claim an amount in respeci@ftanio interactive digital media tax
credit under this section for a taxation year, a qualifying corporation shall apply to the Ontario
Media Development Corporation or a person designated by the Minister of Culture for
certification of its eligible prarta for the purposes of this section. 200I71,cSched,

S.93(8).
Same
(9) A qualifying corporation that applies for certification shall progideformation specified
for the purposes of this section by the Ontario Media Development Corporation or a person
designated by the Minister of Culture to the person who specified that it be provided. 2007,
c.11, Sched, s.93(9).
Certificate

(10) If a qualifying corporation provides the information in accordance with subsection (9) in
respect of its eligible products for a taxation year, the cOktadia Development
Corporation or a person designated by the Minister of Culture shall issue a certificate, and any
amended certificates it considers appropriate, to the qualifying corporation with respect to its
eligible products for the year, certifyingspect of each eligible product,

(a) that the product is an eligible product for the purposes of this section; and

(b) the estimated amount of the corporatio
product. 2007, &1, Sched, s.93(10)

Certificate to be delivered with return

(12) In order to claim an amount under this section for a taxation year, a qualifying corporation
must deliveto the Ontario Minister with its return for the year the certificate for the year that
is most recently issued under subsection (10), or a certified copy of the certificalel, 2007, c.
SchedA, s.93(11).

Revocation of certificate
(12) A certificate or amended certificate issued under subsection (10) may be revoked,

(a) if an omission or incorrect statement was made and it is reasonable tteabefi¢he
omitted information had been disclosed or if the person issuing the certificate had known that
the statement was incorrect, he or she would not have issued the certificate;

(b) if none of the products in respect of which the certificateed is&n eligible product;
(c) if the corporation to which the certificate is issued is not a qualifying corporation; or
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Same

Definitions

August 2010

(d) if, in determining the amount of its tax credit under this section for a taxation year, the
corporation claims another corporatiena qualifying predecessor corporation in respect of

an eligible product and the other corporation is not a qualifying predecessor corporation of the
corporation before the eligible product becomes the property of or is disposed of to the

corporation. 207, c11, Sched, s.93(12).

(13) A certificate that is revoked is deemed never to have been issued1208¢hed,
S.93(13).

(14) In this section,
oeligible productdé means, in respect of a qu
(a) that satisfies the prescribed conditiotigat is a specified product, and

(b) for which public financial support would not be contrary to public policy in the opinion of
the Ontario Media Development Corporation or, if another person is designated for the
purposes of subsection (8), inth@dpion of t hat person; (o0produi

dogovernment assistanced means assistance fr
authority in any form, including a grant, subsidy, forgivable loan, deduction from tax and
investment allowance, but natliring a tax credit under this section or section 43.11 of the
Corporations Tax Act; (6aide gouvernement al

omar keting and distribution expenditured me
rules; (0d®pense de cnodmmer ci ali sation et de

0O0Ontario | abour expenditurebod means the amo
(0d®pensd& okauvmeei ren Ontari od)

oqualifying corporationdé means a Canadian co
(a) that satisfies one of the conditions set out in subsection (16),

(b) that is not controlled directly or indirectly in any manner by one or more corporations all
or part of whose taxable income is exempt from tax under section 57 of the Corporations Tax
Act or Part Il of this Act, and

(c) that is not a prescribed labspomsored venture capital corporation under the Federal
regulations; (0soci ® ® admi ssi bl ed)

oqualifying predecessor corporationé means,
otransfereed), a corporation néigldepadad a qu:
and that,

(a) disposes of the eligible product to the transferee in accordance with subsection 85 (1) of
the Federal Act if, at the time of the disposition,

(i) the corporation owns all of the issued and outstanding shares of #redransf
(i) the transferee owns all of the issued and outstanding shares of the corporation, or

(iii) all of the issued and outstanding shares of the corporation and the transferee are
directly or indirectly owned by the same person,

(b) merges with one wrore corporations in accordance with section 87 of the Federal Act to
form the transferee, or
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(c) is wound wup in accordance with subsect
admi ssi bl ed)

oqualifying small c onyea,maansaqualifying dorporatioa where,ct o0
(a) the amount of the corporationds total

$10 million and the amount of the corporat

than $20 milliorgr

(b) the corporation is associated with one or more corporations during the year and,

(i) the sum of the total assets of the corporation as of the end of the taxation year and
of each associated corporation lass of t |

taxation year ending in the corporation
million, and

(i) the sum of the total revenue of the corporation for the taxation year and of each
associated corporation for the last taxation year of the adsoc@teation ending in

the corporationds taxation year is equa
admi ssi bllleSched,Z.03(14); 2008,.64, Sched), s.18(2).

Specified product

(15) A product developed by a qualifying corporation is a specified product for the purposes of
this section if the following conditions are satisfied:

1. The product satisfies the prescribeditioms

2. The product is developed by the qualifying corporation under the terms of an agreement

bet ween the qualifying corporation and a p
length with the qualifying corporation.

3. The product is devekap under the agreement for the purpose of sale or license by the
purchaser to one or more persons, each of w

4. All or substantially all of the product is developed in Ontario by the qualifying corporation.

5. The development of the product is completed by the qualifying corporation after March 23,
2006. 2007, &1, Sched, s.93(15).

Conditions for qualifying corporations

(16)The foll owing are the conditions referred
corporationd in subsection (14):

1. The corporation commences development of an eligible product at a permanent establishment
in Ontario opeated by the corporation, but does not complete development of the product
before it is transferred to or otherwise becomes the property of another corporation in
circumstances described in clause (a), (b)
corporationdé in subsection (14).

2. The corporation completes, at a permanent establishment in Ontario operated by the

corporation, the development of an eligible product received from a qualifying predecessor
corporation.

3. The corporation develops #gilele product at a permanent establishment in Ontario operated
by the corporation. 200714, Sched, s.93(16).

Ceasing to be a qualifying corporation

(17) Despite paragraph 1 of subsection (16), a qualifying predecessor corporation ceases to be a
gualifying corporation with respect to an eligible product immediately after the eligible product
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becomes the property of or has been disposed ot tothier corporation. 2007,14&,
SchedA, s.93(17).

Amalgamations

(18 Despite the definition of 0 q u alcordoratiom g s ma
formed as a result of an amalgamation of two or more predecessor corporations is not a
gualifying small corporation for the taxation year commencing at the time of the amalgamation
unless each predecessor corporation would be considefed,tfugtsubsection, to be a
gualifying small corporation for its last taxation year ending immediately before the
amalgamation and, for the purposes of this subsection, each predecessor corporation is
deemed to have been associated with every otheepsedeorporation during the taxation
year ending immediately before the amalgamation. 200B0hed, s.93(18).

Application of s. 55 (2)

(19) Paragraphs 1 to 6 of subsection 55 (2) apply for the purposes of determining if a qualifying
corporation is a qualifying small corporation for the purposes of this section.32009, c.
SchedU, s.18(3).

Qualifying digital dgame corporationds tax credi

93.1 QDThe amount of a qualifying digital game ¢c
taxation year for the purposes of subsection3g1he total of all amounts each of which is
the corporationds eligible credit f&3r the
SchedU, s.19.

Eligible credit, eligible digital games

@A qualifying digital game <corporationds el
eligible digital game is 35 per cent of its qualifying labour expenditure in respect of the digital
gane for the year that relates to expenditures incurred after March 26, 200934009, c.
SchedU, s.19.

Claims not allowed under s. 93 (2.3) and this section

B3A qualifying digital game corporationbds el
eligible digital game is deemed to be nil for a particular taxation year if the corporation claims a
credit under subsection 93 (2.3) in respebedligital game for any previous taxation year.

2009, ¢34, SchedJ, s.19.

Claims not allowed under this section and s. 93.2

(4) Subject to subsém (5), a qualifying digital game corporation cannot claim a credit under this
section for a particular taxation year in respect of an eligible digital game if the corporation has
claimed a credit under section 93.2 in respect of the digital gameydar.t2609, 84,

SchedU, s.19.

Exception, transition to s. 93.2

(5) Subsection (4) does not apply if a qualifying digital game corporatioa ctaititsunder
section 93.2 in a taxation year, then@6th period selected by the corporation for the
purposes of paragraph 5 of subsection (9) ends in the year and the Ontario labour expenditure
incurred in respect of the digital game includes expesditat were incurred before the later
of March 27, 2009 and the beginning of the first taxation year in which the corporation
claimed a credit under section 93.2. 2089, 8chedl, s.19.

Qualifying labour expenditure
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(6) The qualifying labour expenditure of a qualifying digital game corporation in respect of an
eligible digital game for a taxation year is equal to the amount, if any, byavhicht m o f 0 A«
and o0B6 exceeds 0C6 wher e,

0A6 is the Ontario | abour expenditure, if ar
in the year for the eligible digital game, to the extent that the expenditure is incurred in the 36
month period setted by the corporation for the purposes of paragraph 5 of subsection (9),

oB6 is the sum of all amounts, if any, each
the eligible digital game by the qualifying digital game corporation irua taeaimn year
or by a qualifying predecessor corporation before the merger-opwaadhe case may be,
to the extent that the expenditure is incurred in theoB6h period selected by the
corporation for the purposes of paragraph 5 of subsegtiand9

0C6 is the sum of oDo6, OE6 and OFO6 wher e,

oD6 is the tot al of al | amount s, i f any, ea
eligible digital game that was included in the determination of the amount of a tax credit
claimed under s@m 93.2 for a previous taxation year by the qualifying digital game
corporation, determined in accordance with the rules prescribed by regulation in respect of a
digital game that is an eligible digital game for the purposes of section 93.2,

0ES6 i talotahl amounts, if any, each of which is the eligible labour expenditure for the
eligible digital game that was included in the determination of the amount of a credit claimed
under section 93.2 for the year by the qualifying digital game corpaoidtion,

OF6 is the total of all government assistanc
for the eligible digital game t Weedatefoon t he
the taxation year, the qualifying digital gameratign or any other person or partnership
has received, is entitled to receive or may reasonably expect to receive, to the extent that the
government assistance has not Dbeen include
expenditures under senti®3.2 or repaid under a legal obligation to do so. 26d@9, c.

SchedU, s.19.

Application for certificate

Definitions

August 2010

(7) Subsections 93 (8) to (13) applytHer purposes of this section, subject to any prescribed
modifications, as if,

(a) each reference in those provisions to o0t
(b) each reference in those pr awaiekiermaiteca t o a
oqualifying digital game corporationdé; and
(c) each reference in those provisions to a

0el igible di8Sched),sfPameod. 20009, C.

(8) In this section,

oeligible digital gamed means a product in
satisfies all of the candiutm®rn g usee ta dani ts sii rb |

dgovernment assistanced means assistance fr
authority in any form, including a grant, subsidy, forgivable loan, deduction from tax and
investment allowance, but not including a tax dred under subsecti on
gouvernemental ed)
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oOntario l abour expenditurebod means the amo
(0d®pensd& ockauvmeei ren Ont ari od)

oqualifying digital game corporationd means
(a) that arries on through a permanent establishment in Ontario a business that includes the
development of digital games,

(b) that is not controlled directly or indirectly in any manner by one or more corporations all or
part of whose taxable income is exempt facrander Part 111 of this Act,

(c) that is not a prescribed labsponsored venture capital corporation under the Federal
regulations, and

(d) that is not a taxable Canadian corporation the primary activity of which is to provide the
services of a siegindividual and all the issued and outstanding shares of the capital stock of
which (other than directorsd qualifying sh:
num®r i gues admi ssi bl ed)

oqualifying predecessor aquaifyiny digital game cofporatioma n s
(the o0transfereed), a corporation that was
eligible digital game and that,

(a) merges with one or more corporations in accordance with section 87 of thedf¢aleral A
form the transferee, or

(b) is wound wup in accordance with subsecti
admi ssi bBleShed)XADV 9, c.

Eligible digital game

@DThe following are the conditions referred
subsection (8):

1. The product is an interactive digital media product as determined under the prescribed rules.

2. The poduct is a digital game in the opinion of the Ontario Media Development Corporation
or, if another person is designated by the Minister of Culture, in the opinion of that person.

3. The product is developed in whole or in part by the qualifying digitalogporation under

the terms of an agreement between the qualifying digital game corporation and a purchaser
that is a corporation.

4. The product is developed for the purpose of sale or license by the purchaser to one or more
persons, each of whomdeak ar més | ength with the purchac

5. The qualifying labour expenditure incurred by the qualifying digital game corporation within
any period of 36 months that ends in the taxation year is not less than $1,000,000.

6. The qualifying digital game corpanabr a qualifying predecessor corporation has not
previously claimed a tax credit under this section in respect of the eligible digital game.

7. The product is not used primarily,
i. for interpersonal communication,

ii. to present or promote the quahfy digital game corporation, a qualifying
predecessor corporation or the purchaser, or

iii. to present, promote or sell the products or services of the qualifying digital game
corporation, a qualifying predecessor corporation or the purchaser.
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8. The prodct is one for which public financial support would not be contrary to public policy in
the opinion of the Ontario Media Development Corporation or, if another person is
designated for the purposes of subsection 93 (8), as it applies for the purjmpsestifrth
in the opinion of that person. 20084;.SchedJ, s.19.

Specialized digital game corporationds credit
93.2 (1) The amount of a spectak d di gi t al game <corporationds
taxation year for the purposes of subsecti

qualifying labour expenditure in respect of eligible digital games for the year that relates to
expendures incurred after March 26, 2009. 2089, &chedJ, s.19.

Qualifying labour expenditure

(2) The qualifying labour expenditure of a spedialigital game corporation in respect of
eligible digital games for a taxation year is the total of all amounts each of which is the eligible
labour expenditure of the corporation in respect of an eligible digital game for the year. 2009,
c.34, SchedJ, s.19.

Eligible labour expenditure

(3) The eligible labour expenditure of a specialized digital game corporation in respect of an
eligible digitalgaan f or a t axation year is the amount,

0OA6 is the corporationds Ontario | abour expe
in respect of the eligible digital game, and

0BO6 i s the t ottassistance fif arg,linlrespgat of the Ontar@ labour expenditure
for eligible digital game activities in respect of the eligible digital game that, on the specialized
digital g a me -dueaatepfar theaykar, the specialifed digitaicgapoeation
or any other person or partnership has received, is entitled to receive or may reasonably expect
to receive, to the extent that the government assistance has not been repaid under a legal
obligation to do so. 200934, SchedJ, s.19.

Application for certificate

(4) In order to be eligible to claim a credit under this section for a taxation year, a specialized
digital game corporationaslhapply to the Ontario Media Development Corporation or a
person designated by the Minister of Culture for certification for the year for the purposes of
this section. 2009,3#, SchedJ, s.19.

Same

(5) A specialized digital game corporation that applies for certification under subsection (4) shall
provide the information specified for the purposes of this section by the Ontario Media
DevelopmentCorporation or a person designated by the Minister of Culture to the person
who specified that it be provided. 20084 cSchedl, s.19.

Certificate

(6) If a specialized digital game corporation provides the information in accordance with
subsection (5) for a taxation year, the Ontario Media Development Corporation or a person
designated by the Minister of Culture shall issue a certificate, @ndradgd certificates it
considers appropriate, to the corporation for the year, certifying,

(a) that the corporation is a specialized digital game corporation;

(b) that the corporationds eligibleadigita
games that are eligible digital games or would have been eligible digital games had they been
completed before the end of the taxation year; and
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(c) the estimated amount of the corporati ol
of its eligole digital game activities. 20084 cSchedJ, s.19.

Certificate to be delivered with return

(7) In order to claim an amount under this sedtiom taxation year, a specialized digital game
corporation must deliver to the Ontario Minister with its return for the year the certificate for
the year or a certified copy of the certificate. 2(80,SchedJ, s.19.

Revocation of certificate
(8) A certificate or amended certificate issued under subsection (6) may be revoked,

(a) if an omission or incorrect statement was made and it is redsdnali@ve that, if the
omitted information had been disclosed or if the person issuing the certificate had known that
the statement was incorrect, he or she would not have issued the certificate;

(b) if none of the activities in respect of which thificage is issued are eligible digital game
activities; or

(c) if the corporation to which the certificate is issued is not a specialized digital game
corporation. 2009, 84, SchedJ, s.19.

Same

(9) A certificate that is revoked is deemed never to have been issue@LEherd), s.19.
Definitions

(20) In this section,

oeligible digital gamed6 means a product in |
satisfies all of the conditions set out in
Oel igible didgimednsgaamet iavcittiiveist itetsat are carr

attributable to the development of an el |
conception déun jeu num®riqueod)

dogovernment assistanced meanslityasaherspubicnce fr
authority in any form, including a grant, subsidy, forgivable loan, deduction from tax and

i nvest ment all owance, but not including a
gouvernement al ed)

0O0Ontario | abour e X puatnddtérrined endler tmee presaibedt rhles; a m
(0d®pensd& ockauvmeei ren Ont ari o6)

Ospecialized digital game <corporationdé for
satisfies all of the conditi onsumé&igues out [

sp®ci al i 84RSched),s20 0 9 , C.
Eligible digital game

(11))The foll owing are the conditgbbhberdifgrtad
subsection (10):

1. The product is an interactive digital media product as determined under the prescribed rules.

2. The product is a digital game in the opinion of the Ontario Media Development Corporation
or, if another persondesignated by the Minister of Culture, in the opinion of that person.

3. The product is developed for the purpose of sale or license by the specialized digital game
corporation or, if applicable, the purchaser, to one or more persons, each of whom deals a
armbés |l ength with the specialized digital 0
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4. The product is not used primarily,
i. for interpersonal communication,

ii. to present or promote the specialized digital game corporation or, if applicable, the
purchaser,ro

iii. to present, promote or sell the products or services of the specialized digital game
corporation or, if applicable, the purchaser.

5. The product is one for which public financial support would not be contrary to public policy in
the opinion of theOntario Media Development Corporation or, if another person is
designated for the purposes of subsection 93 (8), as it applies for the purposes of this section,
in the opinion of that person. 200%84;.SchedJ, s.19.

Specialized digital game corporatin

A@2The following are the conditions referred
corporationdéd in subsection (10):

1. The corporain carries on through a permanent establishment in Ontario a business that
includes the development of digital games.

2. The corporationds Ontario | abour expendit
not less than $1 million.

3. The cquoration satisfies one of the following conditions:

i. the total of the salaries and wages incurred by the corporation in the year for services
rendered in Ontario that are directly attributable to the development of digital games is not less
than 80 peramt of the total of the salaries and wages incurred by the corporation in the year
for services rendered in Ontario,

ii. the amount of the corporationds gross r
development of digital games is natlest han 90 per cent of t he
revenue for the year, or

iii. a condition prescribed for the purposes of this paragraph.

4. The corporation is not controlled directly or indirectly in any manner by one or more
corporations all or parf whose taxable income is exempt from tax under Part Il of this Act.

5. The corporation is not a prescribed labponsored venture capital corporation under the
Federal regulations.

6. The corporation is not a taxable Canadian corporation the pridyyofovhich is to
provide the services of a single individual and all the issued and outstanding shares of the
capital stock of which (other than directo
2009, ¢34, SchedJ, s.19.
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APPENDIX 5

ONTARIO INTERACTIVE DIGITAL MEDIA TAX CREDIT REGULATION
ONTARIO REGULATION 37/09:
Amended by adding ONTARIO REGULATION 70/10

ONTARIO INTERACTIVE DIGITAL MEDIA TAX CREDIT
Eligible product
34. (1) In this section,

oOinteractive di giacarhbinatiendfioae opmoceddpplcation fileseaadiose or more
data files, all in a digital format, that are integrated and are intended to be operated together and that have
the following characteristics when they are being operated:

1. Their primary pyrose is to educate, inform or entertain the user.
2. They achieve their primary purpose by presenting information in at least two of the following forms:
i. text,
ii. sound,
iii. images.
3. They are intended to be used by individuals.

4. By interactig with them, the user can choose what information is to be presented and the form and
sequence in which it is to be presented?e@. 37/09, 84(1).

(2) For the purposes of this section, a combination of application files and data files dewetojhed p
for use as system software is not an interactive digital media proBeg. 33/09, 84 (2).

(3) A product that is not a specified product is an eligible product for the purposes of section 93 of the Act
if the following conditions are iséied:

1. The product is an interactive digital media product.
2. If the product was completed before May 12, 2005,

i. all or substantially all of the product was developed in Ontario by the qualifying corporation or by
the qualifying corporation aadjualifying predecessor corporation, and

ii. the product was developed for commercial exploitation by the qualifying corporation or by the
qualifying corporation and a qualifying predecessor corporation.

3. If the product is completed after May IS

i. all or substantially all of the product was developed in Ontario by the qualifying corporation or by
the qualifying corporation and a qualifying predecessor corporation, and

ii. the product was developed for sale or licensing by the quabiyiogation to one or more
persons dealing at armds |l ength with the qua
Into an arrangement with the qualifying corporation or a qualifying predecessor corporation for
the development of the product.

4. The product is not used primarily for interpersonal communication.

5. The product is not used primarily to present or promote the qualifying corporation or a qualifying
predecessor corporation.

6. The product is not used primarily to present, pronmcteliothe products or services of the qualifying
corporation or of a qualifying predecessor corporatioRe@.37/09, 84(3)

(4) The following are the conditions referred to in paragraph 1 of subsection 93 (15) of the Act with respect
to a specife product:
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1. The product is an interactive digital media product.
. The product is not used primarily for interpersonal communication.

3. Development of the product was started by a qualifying corporation or a qualifying predecessor
corporation and ecopleted by the qualifying corporation in Ontario.

4. The product is not used primarily to present or promote the qualifying corporation, a qualifying
predecessor corporation or the purchaser referred to in paragraphs 2 and 3 of subsection 93 (15) of the
Act.

5. The product is not used primarily to present, promote or sell the products or services of the qualifying
corporation, a qualifying predecessor corporation or the purchaser referred to in paragraphs 2 and 3 of
subsection 93 (15) of the Act. Reg37/09, s34(4).

N

Ontario labour expenditure

35. (1) For the purposes of section 93 of the Act, the Ontario labour expenditure of a qualifying
corporation for a taxation year for an eligible product is the sum of,

(a) the qualifying wage amount of tualifying corporation or qualifying predecessor corporation for the
year with respect to the eligible product;

(b) for expenditures incurred before March 27, 2009, if the eligible product is not a specified product, 50
per cent of the qualifying remeatéon amount of the qualifying corporation or qualifying predecessor
corporation for the year with respect to the eligible product; and

(c) for expenditures incurred after March 26, 2009, the qualifying remuneration amount of the qualifying
corporatioror qualifying predecessor corporation for the year with respect to the eligible product.

(2) Subject to subsection (4), the qualifying wage amount of a qualifying corporation or qualifying
predecessor corporation for a taxation year with respect igilda ptoduct is the amount incurred during
the year on account of sal ari eReg.8709,88(Bes for the

(3) Subject to subsection (4), the qualifying remuneration amount of a qualifying corporation or qualifying
predecessor corporation for a taxation year with respect to an eligible product is the sum of all amounts each
of which is an expenditure incurred during the year by the qualifying corporation or qualifying predecessor
corporation on account of remunenatpaid to any of the following persons or entities in the circumstances
that are described:

1. An individual who is not an employee of the qualifying corporation or qualifying predecessor
corporation, as the case nhathatcorgoration tothe exterdthad e al s
the expenditure is attributable to services personally rendered by the individual.

22An individual described in paragraph 1 for ser
extent that the expenditureedonot exceed the salaries and wages of those employees for personally
rendering those services.

3. A taxable Canadian corporation for services rendered personally by an individual,

i. if all of the issued and outstanding shares of the capital stoekeofable Canadian corporation
(other than directorsd qualifying shares) are

i.i f the individual deals at armds | ength with
corporation, as the case may be, and

iii. ifthe taxable Canadian corporationds primary ac

4. For expenditures incurred before March 27, 2009 in respect of an eligible product and for expenditures
incurred after March 26, 2009 in respect of dolelioduct that is not a digital game, as referred to in
paragraph 2 of subsection 93.1 (9) of the Act,
with the qualifying corporation or qualifying predecessor corporation for servicesbgndered
employees of the taxable Canadian corporation, to the extent that the expenditure does not exceed the
salaries and wages of those employees for personally rendering those services.
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5An eligible partnership described in subsection (6),
i. for senices rendered personally by a member of the eligible partnership, or

ii. for services rendered personally by employees of the eligible partnership, to the extent that the
expenditure does not exceed the salaries and wages of those employees fpreeisonal
those services. Beg. 37/09, /5(3).

(4) An expenditure is not included in the qualifying wage amount or qualifying remuneration amount of
the qualifying corporation or qualifying predecessor corporation, as the case may bepfoyeatawéth
respect to an eligible product unless all the following conditions are satisfied:

1. The expenditure is directly attributable to the development of the eligible product.

2. The expenditure is included in the cost or, in the case ofialdprecoperty, the capital cost of the
eligible product.

3. The expenditure is paid no later than 60 days after the end of the year.

4. The expenditure was incurred for services personally rendered by an individual who was resident in
Ontario at therd of the calendar year that precedes the calendar year in which he or she rendered the
services.

5. In the case of the qualifying wage amount, the expenditure is paid to an employee of the qualifying
corporation or qualitying predecessor corporatiadheasase may be, who reported to a permanent
establishment of that corporation in Ontario at which the eligible product was being developed.

6. In the case of the qualifying remuneration amount, the expenditure is paid for services rendered at a
permanat establishment in Ontario of the qualifying corporation, of a qualifying predecessor
corporation or of a person or entity described in one of the paragraphs of subsection (3).

7. The expenditure is not an amount for which the qualifying corporattpralifying predecessor
corporation makes a claim under section 90, 91 or 92 of the Act or section 43.5, 43.8 or 43.10 of the
Corporations Tax. Act

8. The expenditure is not an amount incurred by the qualifying corporation or a qualifying predecessor
corpaation in carrying out activities that constitute scientific research and experimental development
for the purposes of paragraph 37 (1) (a) of the Federal Act or subparagraph 37 (1) (b) (i) of that Act.
0. Reg. 37/09, 85(4).

(5) An expenditure thas not included in the qualifying wage amount or qualifying remuneration amount
of the qualifying corporation or qualifying predecessor corporation, as the case may be, for a taxation year
because of paragraph 3 of subsection (4) may be included inlifyiagqueage amount or qualifying
remuneration amount for a subsequent taxation year if the expenditure is paid no later than 60 days after the
end of that subsequent taxation yeaRRd€g. 37/09, /5(5).

(6) For the purposes of paragraph 5 of sttlise(3) an eligible partnership is a partnership carrying on
business in Canada whose members are all individuals. However, a partnership is not an eligible partnership
in relation to a qualifying corporation or in relation to a qualifying predecgss@tion, as the case may
be, if more than 50 per cent of the income of the partnership is allocable (or would be allocable if it had
income) to one or more members,

(a) who directly or indirectly control the qualifying corporation or qualifyinggasmtezorporation; or

(b) who are related to one or more persons who directly or indirectly control the qualifying corporation or
qualifying predecessor corporationR€y. 37/09, 85(6).

(MFor the purposes of t hset rdiebfuitniiotni oenx poefn doi naurrkeedt iin
the Act and subject to subsection (8), the marketing and distribution expenditure incurred by a qualifying
corporation or qualifying predecessor corporation in respect of an eligible product is suouotsaéach
of which is an expenditure incurred by the qualifying corporation or qualifying predecessor corporation in a
taxation year that satisfies all of the following conditions:

1. The expenditure is directly attributable to advertising or prorhatietigible product or distributing
the eligible product to customers or potential customers.
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2. The expenditure is paid no later than 60 days after the end of the year.

3. The expenditure is not an amount for which the qualifying corporation fyingualiedecessor
corporation, as the case may be, makes a claim under 90, 91 or 92 of the Act or section 43.5, 43.8 or
43.10 of th&€orporations Tax. Act

4. The expenditure is not incurred by the qualifying corporation or qualifying predecessoorcamporati
carrying out activities that constitute scientific research and experimental development for the purposes
of paragraph 37 (1) (a) of the Federal Act or subparagraph 37 (1) (b) (i) of that Act.

5. If the qualifying corporation sells the eligibbelyet directly to a consumer of the eligible product,
the expenditure is not directly related to processing an order by a consumer or shipping an eligible
product to a consumer.

6. If the expenditure relates to an amount paid or payable for mealgt@inevgst, only 50 per cent of
the amount is included in the marketing and distribution expenditure incurred by the qualifying
go;ggratie?n( o)r qualifying predecessor corporation, as the case may be, in a taxatioRggar. O.

7/09, s35(7).

(8) An exenditure that is not included in the marketing and distribution expenditure incurred by a
gualifying corporation or a qualifying predecessor corporation, as the case may be, in a taxation year because
of paragraph 2 of subsection (7) may be included matketing and distribution expenditure incurred by
the corporation in a subsequent taxation year if the expenditure is paid no later than 60 days after the end of
that subsequent taxation yearR€g. 37/09, 85(8).

Interactive digital media produd of a qualifying digital game corporation
35.1(1) For the purposes of paragraph 1 of subsection 93.1 (9) of the Act, a product is an interactive digital
media product if the product is an interactive digital media product as defined in subséction 34 (1

(2) For the purposes of section 93.1 of the Act, the Ontario labour expenditure of a qualifying digital
game corporation for a taxation year for an eligible digital game is the amount that would be
determined under subsections 35 (1) to (6) in re§peetgame if,

(a) all references to oOoqualifying corporationo
(b) all references to Oeligible productd were

(c) those subsections were read without reference &384d3 (b) and paragraph 4 of subsection
35 (3).

Interactive digital media product of a specialized digital game corporation

35.2 (1) For the purposes of paragraph 1 of subsection 93.2 (11) of the Act, a product is an interactive
digital media produiftthe product is an interactive digital media product as defined in subsection
34 (1).

(2) For the purposes of section 93.2 of the Act, the Ontario labour expenditure of a specialized digital
game corporation for a taxation year for an eligible dagialigthe amount that would be
determined under subsections 35 (1) to (6) in respect of the game if,

(a) all references to oqualifying corporationo
(b) all references toelbiegilgl &l &i gpirtoalucg @amevey e

(c) those subsections were read without reference to clause 35 (1) (b) and paragraph 4 of subsection
35 (3); and

(d) those subsections were read without reference to any qualifying predecessor corporations.
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APPENDIX 6
OIDMTC REL ATED PROVISIONS

NOTE: The OMDC versions reproduced in this Appendix are for purposes of convenience only. The authoritat
following provisions is set out in the official volumes.

6l-DEFI NI TI ON OF OCANADI AN CORPORATI ONOG
Subsection 89(1) ahe Income Tax Act (Canada)

89.(1) o0Canadian corporationdé at any ti me means
time and was

(a) incorporated in Canada, or
(b) resident in Canada throughout the period that began on June 18, 1971 and thatt ¢inaks, at tha

and, for greater certainty, a corporation formed at any particular time by the amalgamation or merger of, or
by a plan of arrangement or other corporate reorganization in respect of, 2 or more corporations (otherwise
than as a result of the acqigigiof property of one corporation by another corporation, pursuant to the
purchase of the property by the other corporation or as a result of the distribution of the property to the
other corporation on the winding up of the corporation) is a Canagliaration because of paragraph

89(1) oCanad {aponlyit or por ati onbo6:

(© that reorganization took place under the laws of Canada or a province, and
(d) each of those corporations was, immediately before the particular time, a Canadian corporation

61l -DEFINITI ON OF OPERMANENT ESTABLI SHMENT®
Subsection 400 of the Federal Income Tax Regulations

(2) For the purposes of this Part, Oper manent
fixed place of business of the corporation, including an office,la braroe, an oil well, a farm, a
timberland, a factory, a workshop or a warehouse, and

(a) where the corporation does not have any fixed place of business it means the principal place in
which the corporationds business is conducted;

(b) where a corporati carries on business through an employee or agent, established in a particular
place, who has general authority to contract for his employer or principal or who has a stock of merchandise
owned by his employer or principal from which he regularlydéls evhich he receives, the corporation
shall be deemed to have a permanent establishment in that place;

(c) an insurance corporation is deemed to have a permanent establishment in each province and
country in which the corporation is registered or &ddnsdo business;

(d) where a corporation, otherwise having a permanent establishment in Canada, owns land in a
province, such land shall be deemed to be a permanent establishment;

August 2010 Pager8
Ontario Media Development Corporation




OMDC ONTARIAONTERACTIVEBIGITALMEDIAAPPENDICES

(e) where a corporation uses substantial machinery or equipmentdular péatie at any time in a
taxation year it shall be deemed to have a permanent establishment in that place;

(e.1) if, but for this paragraph, a corporation would not have a permanent establishment, the
corporation is deemed to have a permanent estabiistit the place designated in its incorporating
documents or bylaws as its head office or registered office;

(f) the fact that a corporation has business dealings through a commission agent, broker or other
independent agent or maintains an office $otalye purchase of merchandise shall not of itself be held to
mean that the corporation has a permanent establishment; and

(9) the fact that a corporation has a subsidiary controlled corporation in a place or a subsidiary
controlled corporation engagedrade or business in a place shall not of itself be held to mean that the
corporation is operating a permanent establishment in that place.

NOTE: Application provisions are not included in the consolidated text; see relevant amending Acts
and regulationSOR/78772, s. 1; SOR/8267, s. 1; SOR/8890, s. 1; SOR/9840, s. 1; SOR/9486, ss.
4(F), 57(F), 79(F); 2009, c. 2, s. 91.

6-1ll - DEFINITION OF CONTROL IN FACT

OCONTROLLED, DI RECTLY OR I NDIRECTLY I N ANY MANN
Subsection 256(5.1) of theatome Tax Act (Canada)

256 (5.1ControlinfacbFor t he purposes of this Act, where
indirectly in any manner whatever, o6 is used, a co
corporation, persomr group of persons (in this subsection r
at that time, the controller has any direct or indirect influence that, if exercised, would result in control in fact
of the corporation, except that, wherethegao r at i on and the controller are
length and the influence is derived from a franchise, licence, lease, distribution, supply or management
agreement or other similar agreement or arrangement, the main purpose of \gbigtristte
relationship between the corporation and the controller regarding the manner in which a business carried on
by the corporation is to be conducted, the corporation shall not be considered to be controlled, directly or
indirectly, in any manner athver, by the controller by reason only of that agreement or arrangement.

6-1V d REGARDING APPLICABLE ASSET AND REVENUE CAPS
Subsection 57.2(1) of th€orporations Tax Ac{Ontario)

57.2 (1)Except as provided in section 57.11, every corporation subggatinder Part 1l for a
taxation year is liable to pay to the Crown in right of Ontario a corporate minimum tax for the taxation year
as determined under this Part if,

@the corporationds total assets at the end o
(b)thecor porati onds total revenue for the taxati
(c) the corporation has one or more associated corporations during the taxation year and,

() the aggregate of the total assets of the corporation at the end of the taxation year and
ofeab associated corporation at the end of
year ending in the corporationds taxatio
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(ii) the aggregate of the total revenue of the corporation for the taxation year and of each
associatecbrporation for the last taxation year of the associated corporation ending in
the corporationds taxation year exceeds

6V-DEFI NI TI ON OF OASSOCI ATED CORPORATI ONSO
Subsection 256(1) of treome Tax AClanada)

256.(1) Associated corpai@tsd for the purposes of this Act, one corporation is associated with
another in a taxation year if, at any time in the year,

(a) one of the corporations controlled, directly or indirectly in any manner whatever, the other;

(b) both of the corporations were caiied, directly or indirectly in any manner whatever, by the
same person or group of persons;

(c) each of the corporations was controlled, directly or indirectly in any manner whatever, by a
person and the person who so controlled one of the corporaticetatemsto the person who
so controlled the other, and either of those persons owned, in respect of each corporation, not
less than 25% of the issued shares of any class, other than a specified class, of the capital stock
thereof;

(d) one of the corporationsas controlled, directly or indirectly in any manner whatever, by a
person and that person was related to each member of a group of persons that so controlled the
other corporation, and that person owned, in respect of the other corporation, not |686 than 2
of the issued shares of any class, other than a specified class, of the capital stock thereof; or

(e) each of the corporations was controlled, directly or indirectly in any manner whatever, by a
related group and each of the members of one of the retatps was related to all of the
members of the other related group, and one or more persons were members of both related
groups, either alone or together, owned, in respect of each corporation, not less than 25% of the
issued shares of any class, otheralspecified class of the capital stock thereof.

6VI-DEFI NI TI| ON OF OARM3OS LENGTHOS
Section 251 of théncome Tax Act(Canada)

251( 1) Ar nddosthelpeposgd ohthis Act,
@related persons shall be deemad not to deal w

(b) ataxpayer and a personal trust (other than a trust described in any of paragraphs (a) to (e.1) of the
definition O0trusto in subsection 108iftle) ) ar e
taxpayer, or any person not dealing d arm | wéhrthg taxpayer, would be beneficially
interested in the trust if subsection 248(25) were read without reference to subclauses
248(25)(b)(iii)(A)(II) to (1V); and

(c) where paragraph (b) does not apply, it is a question of fact whether persiansdiat each other
are at a particular time dealing with each ot

(2) Definitiomfof ©Ohel auegopessohs®dhis Act, or el
each other are

(a) individuals connected by blood relationsharriager commoraw partnershipr adoption:
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(b) a corporation and
(0 a person who controls the corporation, if it is controlled by one person,
(ii) a person who is a member of a related group that controls the corporation, or
(iii) any person related to a personriestin subparagra@b1(2)(k)) or251(2)(k)i); and
(c) any two corporations
0] if they are controlled by the same person or group of persons,

(i) if each of the corporations is controlled by one person and the person who controls
oneof the corporations is related to the person who controls the other corporation,

(iii) if oneof the corporations is controlled by one person and that person is related to any
member of a related group that controls the other corporation

(iv) if one of the corporations is controlled by one person and that person is related to each
member of an unrelated group that controls the other corporation,

(V) if any member of a related group that controls one of the corporations is related to each
membeof an unrelated group that controls the other corporation, or

(vi) if each member of an unrelated group that controls one of the corporations is related to at
least one member of an unrelated group that controls the other corporation.

(3) Corporations relatdtrough a third corporati@nWhere two corporations are related to the same
corporation within the meaning of subse@kif), they shall, for the purposes of subse@iifly and
25X2), be deemed to be related to each other.

(3.1) Relation where dgamation or mergd\Where there has been an amalgamation or merger of two or
more corporations and the new corporation formed as a result of the amalgamation or merger and any
predecessor corporation would have been related immediately before thatmmalgararger if the

new corporation were in existence at the time, and if the persons who were the shareholders of the new
corporation immediately after the amalgamation or merger were the shareholder of the new corporation at
that time, the new corptican and anguchpredecessor corporation shall be deemed to have been related
persons.

(3.2) Amalgamation of related corporaiidivhere there has been an amalgamation or merger of 2 or

more corporations each of whichswelated (otherwise than becaliagight referred to in paragraph

2515)(b)) to each other immediately before the amalgamation or merger, the new corporation formed as a
result of the amalgamation or merger and each of the predecessor corporations is deemed to have been
related to eadfther.

(4) Definitions concerning groupk this Act,

Orelated groupdé means a group of persons each me
group;

odunrelated groupdé means a group of persons that

(5) Control by rated groups, options, étEor the purposes of subsect®®i(2) and the definition of
oCanadinadmol |l ed private corporationd in subsecti

(a) where a related group is in a position to control a corporation, it shall be deemed to be a related
groy that controls the corporation whether or not it is part of a larger group by which the
corporation is in fact controlled;

(b) where at any time a person has a right under a contract, in equity or otherwise, either immediately or
in the future and either ahgely or contingently,
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0] to, or to acquire, shares of the capital stock of a corporation or to control the voting rights
of such shares, the person shall, except where the right is not exercisable at that time
because the exercise thereof is contingeim aleath, bankruptcy or permanent disability
of an individual, be deemed to have the same position in relation to the control of the
corporation as if the person owned the shares at that time,

(ii) to cause a corporation to redeem, acquire or cancel any $harést 6 s capi t al st
other shareholders of the corporation, the person shall, except where the right is not
exercisable at that time because the exercise thereof is contingent on the death, bankruptcy
or permanent disability of an individuatjdzmed to have the same position in relation to
the control of the corporation as if the shares were so redeemed, acquired or cancelled by
the corporation at that time,

(iii) to, or to acquire or canl, voting rights in respectdifares of the capital sto¢lao
corporation, the person is, except where the right is ruisatsier at that time because its
exercisé contingent on the death, bankruptcy or permanent disability of an individual,
deemed to have the same position in relationship to the cottiteot@fporation as if the
person could exercise the voting rights at that time, or

(iv) to cause the reduction of voting rights in respect of shares, owned by other shareholders, of
the capital stock of a corporation, the person is, except where the tighxiciisable at
that time because its exerggmntingent on the death, bankruptcy or permanent disability
of an individual, deemed to have the same position in relation to the control of the
corporation as if the voting rights were so reduced titrtbaand

(c) where a person owns shares in two or more corporations, the person shall as shareholder of one of
the corporations be deemed to be related to hilmeaiglor itself as shareholder of each of the
othercorporations.

(6) Blood relationship, €i¢or the purposes of this Act, persons are connected by

() a blood relationship if one is the childtherdescendant of the other or one is the brother or
sister of the other;

(b) marriage if one is married to the other or to a person who is so connglciedtirelationship to
the other;

(b.1) commosaw partnership if one is in a comA®m partnership with the other or with a
person who is connected by blood relationship to the other; and

(c) adoption if one has been adopted, either legally cf; imsféhe child of the other or as the child of
a person who is so connected by blood relationship (otherwise than as a brother or sister) to the
other.
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6-VIl - DEFINITION OF LIABILITY FOR ONTARIO PERSONAL INCOME TAX
Subsection 2 of thelncome Tax Act(Ontario)

2. An income tax shall be paid as hereinafter required for each taxation year by every
individual,
(@) who was resident in Ontario on the last day of the taxation year; or

(b) who, not being resident in Ontario on the last day of the taxation y#arohexdearned in
the taxation year in Ontario as defined in section 4.

6VIIl -DEFI NI TI ON OF OASSI STANCE®
Paragraph 12(1)(x) of théncome Tax Act(Canada)

12(1)(x)Inducement, reimbursement, étanyparticulammount (other than a prescribed amount)
received by the taxpayer in the year, in the course of earning income from a business or property, from

() apersomr partnership (in thiswhpmysthgr aph refe
particulaamount

(A) in the course of earning income from a busimgssperty

(B) in order to achieve a benefit or advantage for the payer or for persons with whom the payer
does not deal at armbés |l ength, or

(C) in circumstances where it is reasonable to conclude that the payer would not have paid the
amount but for the regeiby the payer of amounts from a payer, government, municipality, or
public authority described in this subparagraph or in subparagraph (ii), or

(i) a government, municipality or other public authority

where theoarticulaamount can reasonably be considerédve been received

(iii) as an inducement, whether as a grant, subsidy, forgivable loan, deduction from tax,
allowance or any other form of inducement, or

(iv) as aefund reimbursement, contribution or allowance or as assistance, whether as a grant,
subsidy, fagivable loan, deduction from tax allowance or any other form of assistance in
respect of

(A) an amount included in, or deductethaspst of property, or
(B) an outlay or expense

to the extent that thgarticulammount

(V) was not otherwise includedincompgti t he taxpayerds income or
for the purposesf this Act, any balance ofdatlucted outlays, expenses or other amounts
for the year or a precedinggtion year,

(vi) except as provided by subsection 127(124)1.5) 012{11.6) doesot reduce, for the
purpose of an assessment made or that may be made under this Act tteppdastost
of the property othe amount of the outlay or expense as thencgskee,

(vii)  does not reduce, under subseci®®.2) or 13(7.4) or paragraph §8)2the cost or
capital cost of the property or the amount of the outlay or exqetiscase may be, and
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(vii)  may not reasonably be considered to be a payment made in respect of the acquisition by the
payer or the public authority of an interestinth@tay er or t he taxpayer

property.
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