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INTRODUCTION AND STRUCTURE OF DOCUMENT

This document provides high level guidelines only, recognizing that each project is unique, and
that Canada’s Ocean Supercluster (‘OSC’ or ‘Supercluster’) will work with prospective projects and
0OSC Members (‘Members’) to provide additional clarity or specificity when needed.

The body of the document provides information on the OSC Program and information relevant to
all projects and costs. The Appendices include information specific to cost category (i.e. salaries,
equipment) and types of costs (i.e. in-kind contribution and foreign costs). The intent is that
projects review the body of the document and then consult any applicable Appendices. If there are
questions at any time, please consult the OSC for clarification.

0SC PROGRAM FUNDING OVERVIEW

The OSC provides funding to projects by reimbursing Funded Eligible Project Costs incurred by
Members. There is no maximum or minimum funding per cost category and the project consortium
has flexibility when preparing the project budget to designate which costs OSC will reimburse, if
they are Funded Eligible Project Costs. References to incurred means that the Eligible Project Cost
has been invoiced to, and paid by, the Project Participant claiming the reimbursement. All items
included in claims must have a payment date that is before or on the claim period end date.

Funding requested from OSC within the Technology Leadership and Pan-Canadian Artificial
Intelligence Strategy (“PCAIS”) programs must be matched by Industry Member contributions
("Industry Match") according to the project co-funding rate or program reimbursement rate. This
means that if OSC is asked to provide $2 million in funding and the program co-funding rate is
40%, Industry Members must provide $3 million in funding ($5 million in total eligible project
costs).

Other contributions to Technology Leadership and PCAIS Projects from Associate Members,
government programs, universities, and research institutions are not eligible Industry Match. While
these costs should be included in the overall budget, they are not included in the amount that
determines how much OSC can reimburse to project participants.

The total Canadian government assistance for any project, including federal, provincial/territorial,
and municipal, cannot exceed 100% of eligible project costs incurred and paid. Tax Incentives and

UPDATED APRIL 2025



P gy S

R N
CANADA’'S OCEAN
SUPERCLUSTER

Tax Credits, such as SRED, do not reduce the Industry Match to the project; however, any amounts
received during the project term are required to be reported for purposes of OSC monitoring of
stacking within its overall portfolio of projects.

ELIGIBLE PROJECT COSTS

Eligible Project Costs

(Cash Costs & In-kind) Inliglels Cosits

1. Funded Eligible Project 2. Unfunded Eligible Project
Costs (Cash) Costs (Cash + In-kind)

Eligible Project Costs include cash costs incurred and paid for the project and In-kind
contributions made to the project on or after the date of the letter of award which are
incremental, reasonable, and directly relate to achieving the outcomes of the project as
defined in the project Statement of Work. All amounts must be incurred, including paid, prior
to the project end date. For expenses incurred in the final quarter of the project they will need
to be paid before submitting the final claim which will be due no later than 30 days from the
project end date.

IN-KIND CONTRIBUTIONS

In-kind contributions to projects are defined as cash-equivalent goods or services that replace
an incremental expense that would have to be purchased if not provided by the Member. In-
kind contributions must be relevant and central to the activities and objectives of the project
and must otherwise meet the criteria of Eligible Project Costs. Please note: all wages incurred
by project participants are considered cash costs and not in-kind contributions.

In-kind Contributions may be considered Ineligible Costs depending on the OSC program
stream (i.e. PCAIS, Technology Leadership) for which a projectis part of.

Please see Appendix B: In-Kind Contributions for guidance, further detail and examples
pertaining to contributions of this nature.
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CASH COSTS

Cash Costs are Eligible Project Costs that a member pays for as part of the project. They are
incremental in nature and not a shared resource. Cash costs must be incurred and paid to be
eligible for reimbursement. The payment must have been made prior to the end of the claim
period in which they are being claimed. They must be supported by the appropriate, specific
and separable receipts, invoices, or timesheets. The project consortium is required to track
and report on all Eligible Project Costs as detailed below; however, the OSC will only fund (by
way of reimbursement) Funded Eligible Project Costs.

FUNDED ELIGIBLE AND UNFUNDED ELIGIBLE

There are two sub-types of Eligible Project Costs: 1) Funded Eligible Project Costs; 2)
Unfunded Eligible Project Costs. The main difference between the two sub-typesis a
separation of which Eligible Project Costs are reimbursable by the OSC, and which are not.

Where the Member or project participant does not wish to seek reimbursement from the OSC
oris not eligible to seek reimbursement from the OSC, all reported project costs incurred or
paid for must still be Eligible Project Costs as defined below (including sub-types) even though
they are not matched or directly reimbursable by the OSC.

Eligible Project Costs
(Cash Costs & In-kind)

1. Funded Eligible Project 2. Unfunded Eligible Project
Costs (Cash) Costs (Cash + In-kind)

1. FUNDED ELIGIBLE PROJECT COSTS

Funded Eligible Project Costs are cash costs incurred by a member which are reimbursable by the
OSC to the member or project participant.

OSC will not reimburse funded eligible project costs that were paid more than 6 months prior to

the claim/reconciliation being submitted. Eligible projects costs must be paid prior to the end of
the claim period on which they are being claimed.
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Funded Eligible Project Costs include:

a. A portion of actual gross wages, salaries or contracts incurred which can be specifically
identified and measured as having been performed on carrying out project activities. The gross
wage can include all non-discretionary benefits the employer must pay (e.g. CPP, El, provincial
workplace injury insurance). Examples include:

e Proportion of wages, salaries and non-discretionary benefits incurred for employees for
time spent directly on project activities as identified in the Project Statement of Work. Such
activities may include time spent directly on preparing materials for and attending steering
committee meetings, compiling OSC reconciliation and reporting forms, or preparing
changes to any schedules as per the change management provisions of the project
agreement.

e Wages, salaries, and non-discretionary benefits incurred for employees dedicated to the
project, including project managers and project coordinators.

e Referto Appendix E: Guidance on Non-Discretionary Benefits Costs .

b. Subcontractor costs are eligible provided they cover costs for work that is essential to the
project and where the expertise does not exist among the partners. These costs must be
accounted for at Fair Market Value and must be reasonable and in line with industry norms
and practices. Refer to Appendix F: Subcontractors for additional information. for additional
information.

c. Costs related to equipment rental, operation, and maintenance costs. Refer to Appendix G:
Equipment & Facilities for further information.

d. User fees such as service fees and subscription/license fees directly related to the project are
eligible project costs. Examples of user fees include:

e Costs to access scholarly research to advance the project.

e Costs related to specialized software required in the execution of the project.

e. Materials and supplies consumed by the project. Refer to Appendix H:Materials and Supplies
for additional information.

f. Incremental room or facility rentals that are for the exclusive use of the project. Refer to
Appendix I: Room & Facility Rental for additional information.

g. Costs related to rent facilities to support conferences and related telecommunication
expenses.

h. Travel costs, including accommodation costs in accordance with the OSC Travel and Expense
Policy for Project Participants.

i. Communications and marketing costs (publication costs, fees associated with project specific
advertising and other such activities). Refer to Appendix K: Communications and Marketing for
further information.

j. Patent costs related to seeking patent protection for Foreground Intellectual Property
(Foreground IP) arising out of a project, for example:

e Patent drafting, filing, prosecution costs

e Patent Office fees
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e Prior art searching

k. Conferences and trade shows that are incremental to project delivery (i.e. presenting on the
project activities/deliverables).

[. Other direct project costs which can be specifically identified and measured as incurred in the
performance of the project activities such as market studies, feasibility studies, honoraria to
support Indigenous participation in projects or initiatives, insurance, and shipping costs. Refer
to Appendix L: Other Direct Costs for further information.

m. Capital expenditures and equipment that meet the criteria in Appendix M: Capital

Expenditures.

FOREIGN COSTS

On an exceptional basis, the OSC may authorize expenditures incurred outside of Canada as
Funded Eligible Project Costs if, in the opinion of OSC, they are necessary for the success of the
project and could not otherwise be undertaken in Canada. Pre-approval is required, please see
Appendix C: Foreign Cost Guidelines for additional information and requirements.

SPECIAL CONSIDERATIONS FOR RELATED PARTY TRANSACTIONS

Funded Eligible Project Costs may be incurred by a project partner from a related a party. In these
instances, the project member must be able to demonstrate that the costs incurred are at Fair
Market Value (i.e. the same as would be charged to an independent third party). If these costs are
labour costs, timesheets will be required to support the hours invoiced.

When considering if a party is related to a project partner, the OSC will consider CRA’s definition of
related and associated companies. If you have concerns regarding determination of related
parties, please contact OSC.

2. UNFUNDED ELIGIBLE PROJECT COSTS

Within the Technology Leadership Program, Unfunded Eligible Project Costs are not directly
reimbursable by the OSC, but when paid for (or contributed In-kind) by an Industry Member, these
costs count as Industry Match. This means that the OSC can match the Industry Contribution
towards Unfunded Eligible Project Costs by reimbursing Funded Eligible Project Costs at a higher
rate.

Within the Innovation Ecosystem Program, Unfunded Eligible Project Costs are not directly
reimbursable by the OSC.

Unfunded Eligible Project Costs include:

a. Eligible In-kind contributions
b. Salaries, gross wages, or contracts in excess of $300,000 per individual per year.
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c. Expenses related to the construction, purchase of a building or land, if the Minister approves
such costs as Unfunded Eligible Project Costs in advance.

d. Cash payments to federal entities (i.e. National Research Council).

e. Foreign costs that are not considered Funded Eligible Project Costs under OSC’s Foreign Costs
Guidelines and that do not exceed 0.5% of a project’s eligible cash and in-kind contributions to
the project.

f.  Proportion of eligible capital expenditures where the useful life exceeds the term of the project,
and the asset is remaining in the possession of the purchasing participant after the project is
complete. The portion of an eligible capital expenditure that does not meet the definition of a
Funded Eligible Project Cost.

INELIGIBLE COSTS

Ineligible costs include those costs that are not considered eligible project costs.

Ineligible Costs

Ineligible Costs Include:

a) Costs incurred prior to the date of the letter of award, and after the project end date.

b) Costs unrelated to the statement of work, project-specific IP development or achieving the
objectives of the project.

c¢) Cash costs that do not have appropriate documentation to support (i.e. invoice and receipt);

d) Costs incurred to execute the project agreement, including legal costs incurred during contract
negotiations with participants and OSC.

e) The costs of routine administration and operations, and any allocations of overhead.

f) Wages, salary, and non-discretionary benefits incurred for Senior leadership from participating
organizations who provide oversight, are generally considered ineligible as the activities
performed by these individuals do not directly relate to project activities. Projects would have
to demonstrate how the activities these individuals are performing are incremental to the
Project and Statement of Work in the Project Agreement.

g) Fines and penalties.
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h) Honoraria (except honoraria to support Indigenous participation in projects), gifts, donations,
entertainment expenses and alcoholic beverages.

i) Provisions for contingencies.

j) Losses on investments, other projects, contracts, bad debts, or expenses for the collection
charges.

k) Federal and provincial income taxes, goods and services taxes, excess profit taxes or surtaxes,
and/or special expenses in connection with those taxes.

[) Non-incremental costs including depreciation or amortization, excess facilities, vacant or
unused space.

m) Amortization of unrealized appreciation of assets.

n) Dues and memberships.

o) Discretionary severance or separation packages.

p) Discretionary benefits (e.g. health & dental benefit premiums, retirement packages or
bonuses, etc.).

g) Extraordinary or abnormal fees for professional advice unless Supercluster permission is
obtained prior to incurring the cost.

r) Costs for which any project consortium member organization is eligible for a rebate or tax
credit from federal, provincial, territorial, or municipal government source.

s) Legal, accounting and consulting fees in connection with litigation or financial reorganization.

t) Meals and incidentals.

u) Wage subsidies paid to external organizations.
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APPENDIX A: DOCUMENTATION REQUIRED TO
SUBSTANTIATE ELIGIBLE PROJECT COSTS

0SC Members submitting a claim or reconciliation will complete OSC’s Detailed Claim and
Reconciliation Form, as well as certain attestations. OSC’s Project Finance team will work directly
with Members to ensure they submit the needed attestations given their project circumstances.

As per the terms in all project agreements, claims/reconciliations are due within 20 days of each
reporting period end.

Members with active projects must submit an updated project forecast using OSC’s Project
Forecast Template along with their project claim/reconciliation. Any project whose
claim/reconciliation demonstrates a variance greater than 15%, as between the actual and
forecasted OSC spend/contribution, will be notified by the OSC. Variances in excess of 15%, which
are not resolved within 30 days from the date of the notice, represent funding that may be
permanently reallocated by the OSC in its sole and absolute discretion.

For any project cost to be considered an Eligible Project Costs, it must be supported by appropriate
documentation. For Eligible Project Costs that are considered cash costs, supporting
documentation would be a receipt and invoice or a timesheet/payroll record that supports the cost
incurred and paid by the Member.

When reporting/claiming Eligible Project Costs to the OSC, only receipts and invoices over $500
(and wages and salary documentation noted below) must be provided; however, all supporting
documentation, including underlying timesheets and payroll records, must be maintained by the
Member and available should OSC require the documents later.

When reporting/claiming wages and salaries to the OSC as Eligible Project Costs, only the
following details need to be provided:

e Employee name or employee number, job title, hourly rate, hours billed to the project,
associated non-discretionary benefit costs (CPP, El, provincial workplace injury insurance)
pro- rated to the hours worked on the project, and description of work performed.

e All claims/reconciliations received later than 10 days past due (30 days after the reporting
period end date), will be considered a nil claim/reconciliation and Members must wait until
the next reporting period to submit another. If the claim is due on April 20t and it is
received April 30t it will be considered nil, and Members must wait until the next reporting
period before submitting another claim/reconciliation.
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Two consecutive missed claims will result in a nil claim being recognized for both reporting
periods, which will be updated as such in the actual to forecast variance analysis. As
mentioned above, any forecast to actual variances in excess of 15%, which are not
resolved within 30 days from the date of the notice, may be permanently reallocated by the
OSC in its sole and absolute discretion.

Supporting Documentation Requirements:

Copies of all invoices, $500 and over must be included as support.

All items must have an invoice number and date, and that invoice must be kept in the
claimant's records.

Invoices must be issued to the claimant/member.

If the supplier does not invoice the claimant in Canadian Dollars, the claimant must provide
the foreign currency amount and type, and the exchange rate charged in the appropriate
columns on the claim form.

All costs included in project claims must be paid during the claim period (i.e. January -
March 2024) to be eligible for reimbursement; the OSC can only reimburse costs that have
been incurred and paid. If a cost is paid in the quarter after it was invoiced, then it should
be claimed in the quarter it was paid.

1st Claim: Paystubs and timesheets for all employees claimed, explanation of calculation of
mandatory benefits.

Subsequent claims: paystubs if an employee’s hourly wage changes, or a new employee
has been claimed. If there is a pay increase during the claim period, the hours need to be
broken out to reflex the hours worked along with the specific hourly wage. Do not average
the two rates.

Record of in-kind contribution being contributed (i.e. log of usage, letter from recipient
confirming receipt, etc.)
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APPENDIX B: IN-KIND CONTRIBUTIONS

The purpose of this appendix is to provide program funding guidance as it relates to in-kind
contributions. Specifically, this guidance will address:
e The type of in-kind contributions that can be made to OSC projects based on the OSC
program that the project is funded under.
e How the in-kind contributions are recognized and how the OSC can match the contribution.

Each project is unique and often the circumstances where an in-kind contribution is to be made to
a project is also unique. This appendix provides broad guidance on program funding requirements
and parameters; however, the OSC encourages each project team to consult with OSC to receive
additional clarity and project specific context when needed.

DEFINITION AND EXAMPLES OF IN-KIND CONTRIBUTIONS

In-kind contributions to projects are defined as cash-equivalent goods or services that replace an
incremental expense that would have to be purchased, if not provided by the Member (e.g.
providing free access to equipment). In-kind contributions must be relevant and central to the
activities and objectives of the project and must be eligible project costs.

Examples of in-kind contributions include, but are not limited to, the following:

e Materials and supplies that are incremental to the project and would have otherwise been
purchased.

e An existing asset that is used directly in the project and would have otherwise been
purchased or rented.

e Sourcing and providing technical expertise from a third party to a project for free and would
have otherwise been subcontracted.

e Workspace that is incremental to the project and would have otherwise been rented.

e Subscriptions required for research that are provided to a project for free and would have
otherwise been purchased.

Note: All wages, salaries, and non-discretionary benefits incurred by project participants are
considered cash costs and cannot be provided as an in-kind contribution.

VALUATION & SUPPORTING DOCUMENTATION

In-kind contributions must be valued at Fair Market Value (FMV). All In-Kind contributions will be
assessed during the contracting stage when the project budget is set.
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MATCHED IN-KIND CONTRIBUTIONS
If the industry member is seeking a match on their in-kind contribution, the FMV of the good or
service contributed in-kind to the project must:
e Be supported by a calculation that shows how the value of the good or service was
determined.
e Be derived from independent supporting evidence:
o Relevant purchase price information for materials & services contributed
o Comparable market rental rates for equipment provided
o Current market rates for third party technical experts that are providing services to
the project for free
o Comparable market rates for space that is being provided (i.e. per square foot
market rates for a comparable space)
o For discounted cash cost in-kind:
= Previous sales history
=  Benchmark prices for first-customer scenarios where no FMV/price list has
yet been established or use of the price list of a comparable product or
company and explaining why the product or company is comparable. If a
project participant is selling their product or service on a “first customer”
basis and does not have historical invoices, this is the method that would be
used.
o If another method of establishing FMV is contemplated, the OSC must be consulted.
e Provide documentation to support all assumptions; price lists, quotes from suppliers,
supporting letters, etc.).

NON-MATCHED IN-KIND CONTRIBUTIONS

For industry members, associate members and government funders not seeking a match on their
in-kind contribution, the member must take reasonable steps to ensure that the value of the in-
kind contribution made represents a price that would have otherwise been paid for the good or
service in an -arm’s length transaction. The contributor must attest to this and complete the FMV
Attestation for Non-Matched In-kind Contributions form.

MAXIMUM IN-KIND CONTRIBUTIONS TO PROJECTS

Matched in-kind contributions cannot exceed 25% of the total industry contributions to the project.
The OSC does not require a maximum dollar limit or maximum percentage limit that one industry
member can make to a project, if the total matched in-kind contributions to the project (from all
industry members) does not exceed 25% of total industry contributions.

In the case of innovation ecosystem projects, in-kind contributions cannot exceed 25% of total
project funding. The OSC does not provide funding or reimbursement for in-kind contributions
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within the innovation ecosystem program, but recognition of in-kind contributions within these
projects ensures the total project budget captures all amounts provided to support the project.

OSC FUNDING FOR IN-KIND CONTRIBUTIONS

Funding requested from the OSC within the technology leadership and artificial intelligence
programs must be matched by industry member contributions according to the project co-funding
rate or program reimbursement rate. This means that if the OSC is asked to provide $2 million in
funding and the program co-funding rate is 40%, industry members must provide $3 million in
funding ($5 million in total eligible project costs).

Industry member contributions to projects are either cash (i.e. cash payments for the purchase of
materials and supplies, equipment, wages and salaries for employees of the project, etc.), or in-
kind (see above definition). The OSC provides funding to projects by reimbursing funded eligible
project costs incurred by industry members. The funding provided by the industry member that is
not reimbursed by the OSC is often referred to as “industry match” or “industry contribution”. In
addition, an industry member’s in-kind contribution to a project also counts towards industry
match. This means that, while the OSC cannot directly reimburse an in-kind contribution, the OSC
provides matched funding for in-kind contributions by reimbursing other funded eligible project
costs at a higher rate than the overall co-funding rate to compensate.

Scenario example:
Member A Co. has a project with the following:
e total project budget (eligible project costs) of $1,000,000, which consists of:
o $800,000 in purchases for materials, supplies, wages, etc.
o $200,000 as an in-kind contribution, supported with appropriate FMV
documentation
o the OSC co-funding rate for this project is 40%.
While the OSC will not directly reimburse the in-kind contribution, the $200,000 fair market value
(FMV) of the in-kind contribution is recognized when determining the overall amount that OSC can
match or fund. Therefore, the OSC contribution to the project is as follows:

Funding
Industry 0 0
gﬁ:nfe leiz] Gt Mer_nbe_r Prof)ezz ?JZiget QBT R Prof)ezz ?JZiget
Contribution

Funded eligible $800,000 $400,000 40% $400,000 40%
cash expense
In-kind $200,000 $200,000 20% $0 0%
contribution
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[ Total | $1,000,000 | $600,000 | 60% | $400,000 | 40% |

As detailed above, the OSC has reimbursed at 40%, the OSC co-funding rate, of the total project
budget.

SPECIAL GUIDANCE - DISCOUNTED CASH COST IN-KIND CONTRIBUTIONS

Industry members that sell a good or service as a part of their normal business model and would
like to contribute that good or service to a project but also receive reimbursement for a portion of
the FMV of the good or service can contribute that good or service to the project at a discount and
the discount is then considered the in-kind contribution.

This discounted cash cost (DCC) in-kind contribution option is available in limited circumstances
and requires pre-approval from the OSC.

This option excludes services that include contracted labour. Project participants that provide
contracted labour services as part of their normal business model and wish to contribute these
services to a project must undertake these project activities as a cash contribution where labour
and direct materials are contributed at cost; they cannot be a subcontractor to another project
participant. Examples of services that do not involve labour could be subscriptions, web hosting,
among other sorts of digjtal services.

One of following conditions must be met to use the DCC in-kind contribution approach:
e The member normally sells the good or service as part of their regular business model; or
e The project partners would be their “first customer” for a product or service that they are
preparing to sell as part of their regular business model. This supports the overall OSC
program intent of helping companies grow and commercialize ideas by allowing project
partners to be “first customers” at a discounted cost.

There are two applications of the DCC in-kind contribution approach:
1. As a direct claim to the OSC (member to OSC); or
2. As a sale to another project partner (and industry member) at a discount, where the other
project partner (and industry member) then claims the costs incurred to the OSC for
reimbursement (member to member). The partner providing the sale at a discount claims
the discounted portion as an in-kind contribution.

1. MEMBER TO OSC

To receive reimbursement for the contributed good or service, the industry member will issue an
invoice directly to the OSC. The invoice must show the FMV of the good or service, less a
discounted amount (the in-kind contribution). The discount rate applied must be equal to “1 - OSC
project co-funding rate”.
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Invoice example:

INVOICE
Member B Co.
Invoice issued to:
Canada’s Ocean Supercluster
PO Box 338 STN C
St. John’s, NL A1C 5J9
FMV In-kind contribution $500,000
Less: discount (60%) ($300,000)
Amount due $200,000

Scenario example:

Member B Co. wishes to provide software licenses to the project to be used by staff working on the
project. Member B sells software licenses as part of their normal business model and therefore
has access to market prices. The FMV of these software licenses is $500,000.

Member B issues an invoice to the OSC showing;:
e The FMV of $500,000 for the software licenses,
e Adiscounted portion of 60% (1-OSC co-funding rate). This represents Member B’s in-kind
contribution, and
e An amount payable of 40% of the FMV, or $200,000.

The OSC reimburses $200,000 to Member B, which represents the co-funding rate applied to the
FMV of the in-kind contribution.

Member B’s in-kind contribution which is eligible industry match is $300,000. As the OSC
reimburses the remaining $200,000, this is a cash contribution from the OSC to the project and
matched the $300,000 in-kind contribution from Member B. The total cost and funding
breakdown would be as follows:

Funding
% of total OSC Funding % of total

Industry Member

Type of Expense Total Cost Contribution
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Software $500,000 $300,000 60% $200,000 40%

licenses (part in-
kind, part cash)
Total $500,000 $300,000 60% $200,000 40%

2. MEMBER TO MEMBER

To receive reimbursement, Member B Co. will issue an invoice directly to another project
participant (and industry member), Member A Co. The invoice must show the FMV of the good or
service, less a discount amount (the in-kind contribution). The discount rate applied would be
negotiated between the two industry members. Member A, who is purchasing the good or service,
can then claim the amount they paid as an eligible project cost and receive a reimbursement for a
portion of this amount from the OSC. The portion of the discounted invoice that Member A is not
reimbursed for counts as a cash contribution to the project.

Invoice example:

INVOICE
Member B Co.
Invoice issued to:
Member A Co.
Address
FMV In-kind contribution $500,000
Less: discount (20%) ($100,000)
Amount due (80%) $400,000

Scenario example:

Member B wishes to provide software licenses to the project to be used by staff working on
the project. Member B sells software licenses as part of their normal business model and
therefore, has access to market prices. Member B would like to be reimbursed for 20% of the
FMV of the software. The FMV of these software licenses is $500,000.

Member B issues an invoice to the Member A showing;:

The FMV of $500,000 for software licenses;

e A discounted portion of 20% (Member B’s In-kind contribution); and
e An amount payable of 80% of the FMV, or $400,000.

e Member A pays $400,000 to Member B.
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Member A completes the OSC Detailed Claim and Reconciliation Submission Form and includes
the invoice they have paid to Member B. The project co-funding rate in this scenario is 40%.
Therefore, once the claim has been approved, the OSC pays $160,000 to Member A. Member A’s
Cash contribution to the project is $240,000 which was matched by OSC’s $160,000
reimbursement.

Member B's In-kind contribution, which is eligible industry match, is $100,000 and results in the
ability to reimburse other funded eligible project costs incurred at a higher rate to match OSC
funding against their $100,000 In-kind contribution.

If Member B would like to receive matched funding from the OSC in the amount of $100,000,
Member B would need to spend $150,000 on other funded eligible project costs (cash costs) for
OSC to reimburse. OSC would reimburse these costs at 66.67% to compensate. To illustrate, let's
say Member B incurs $150,000 in wages. The total cost and funding breakdown would be as
follows:

Fundin
% of Member A % of % of
I£T>2/r|)o§n2,fe Total Cost C'\élre\tr:ji ESLE’n total Cash total Fu?}?i(i:n g total
cost Contribution cost cost
Software $500,000 | $100,000 (in- $240,000 $160,000
licenses (part Kind)
in-kind, part
cash)
Wages $150,000 $50,000 $100,000
(cash)
Total $650,000 $150,000 23% $240,000 37% $260,000 40%
(cash + in-kind)
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APPENDIX C: FOREIGN COST GUIDELINES

On an exceptional basis, the OSC may authorize expenditures incurred outside of Canada as
Funded Eligible Project Costs if, in the opinion of OSC, they are necessary for the success of the
project and could not otherwise be undertaken in Canada.

OSC Approval is required in advance of any Funded Eligible Project Costs incurred outside of
Canada for the costs to be considered Funded Eligible Project Costs except for the following:

e Costs related to obtaining IP rights in foreign countries.

e Travel to another country in pursuit of networking opportunities that can lead to numerous
benefits for OSC and its ecosystem, including travel by project members.

e Travel and other costs related to attending conferences or training outside of Canada
required for the success of a specific OSC project, and/or for the benefit of the OSC
ecosystem in Canada.

e Equipment, materials or supplies that are procured from suppliers outside of Canada and
shipped to Canada. NOTE - The labour component for a custom fabrication is not exempt
and requires OSC approval.

e Costs related to specialized software required in the execution of the project.

e Salary costs and wages incurred by staff or leadership of project partners.

Note that the hiring of marketing professionals outside of Canada for activities related to public
relations and promotional activities taking place within Canada is ineligible as a foreign cost.

OSC should be consulted when it is not clear whether an expense is a foreign cost.

A project can still incur foreign costs if a project member does not intend to pursue funding or
reimbursement of these costs from the OSC (i.e., does not want to claim the costs incurred outside
of Canada as Funded Eligible Project Costs). In this situation, the project member may claim the
costs as Unfunded Eligible Costs?, provided the costs do not exceed 0.5% of the project member’s
cash and in-kind contributions to the project.

e For context, an industry member may wish to claim costs incurred outside of Canada as
Unfunded Eligible Costs as these costs count towards the industry member’s cash
contribution to the project. This means that an industry member could obtain a higher
reimbursement rate than the contracted reimbursement rate, per the Project Agreement,
on other Funded Eligible Project Costs to match against their cash disbursement on the
Unfunded Eligible Costs.

e Where it is expected that the costs incurred outside of Canada claimed as Unfunded
Eligible Costs exceed 0.5% of the project member’s cash and in-kind contributions to the
project, then OSC approval is required in advance of the costs being incurred.
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OBTAINING APPROVAL

1. To obtain approval for foreign costs, the project participant must sign an attestation which
attests that:

o The foreign costs proposed are necessary for the success of the Project,

o Canadian based options have been evaluated, with the conclusion of the evaluation
being that no parties with the abilities to deliver the required products or services to
support the Project were found,

o “Know your customer” due diligence has been conducted to determine ties to
foreign governments, sensitive research areas, cybersecurity concerns, and illicit
activity, as well as sanctions as per the sanctions clause of the project agreement
and that the proposed foreigh companies are not included on the sanctions list,
and

o OSC can consult with third parties in confidence regarding the request.

2. The attestation must be submitted concurrently with the foreign cost template, a summary
document that captures the key elements of the foreign cost request (i.e., total funding,
description of costs, benefits to ecosystem, etc.)

o These documents can be obtained by contacting the Project Finance Team by email:
projectfinance@oceansupercluster.ca

3. These two documents are required for OSC to complete the necessary due diligence prior
to providing approval for foreign costs.

4. OSC Approval for the foreigh costs must be obtained prior to the cost being incurred.
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APPENDIX D: DIRECT WAGES & SALARIES
ELIGIBLE

The portion of actual gross wages, salaries or contracts incurred which can be specifically
identified and measured as having been performed on project activities, are eligible for
reimbursement by the OSC. The gross wage can include all non-discretionary benefits the
employer must pay (e.g. CPP, El, provincial workplace injury insurance). Examples include:

e The portion of wages, salaries and non-discretionary benefits incurred for employees for
time spent directly on project activities as identified in the Project Statement of Work.

e Such activities may also include time spent directly on preparing materials for and
attending steering committee meetings, compiling OSC reconciliation and reporting forms,
or preparing changes to any schedules as per the change management provisions of the
project agreement.

e Wages, salaries, and non-discretionary benefits incurred for employees dedicated to the
project, including project managers and project coordinators.

INELIGIBLE

Ineligible costs include, but are not limited to:

e Time spent on vacation, sick or statutory holidays
Overtime hours that are taken as time-in-lieu
Overhead hours
Discretionary Benefits (i.e. RRSPs, bonuses, etc.)

Time spent preparing documents and reviewing project agreement drafts during
contracting

e Time spent on project activities before issuance of LOCA

ADDITIONAL INFORMATION

Salaries in excess of $300,000/year must be claimed as unfunded eligible costs. See unfunded
eligible cost guidelines for further details. for further details.

Senior executive salaries and wages require express justification to demonstrate the project
related activities that are being conducted by these employees. Their performance must be
incremental to the project delivery.
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APPENDIX E: GUIDANCE ON NON-DISCRETIONARY
BENEFITS COSTS

Non-discretionary benefit costs that are considered eligible project costs are the employer portion
of Canada Pension Plan (CPP) contributions, Employment Insurance (El) premiums, provincial
Workers Compensation Benefits (WCB), Québec Pension Plan (QPP), Québec parental insurance
plan (QPIP), and provincial mandatory health insurance. These costs must be calculated as the
annual employer cost per employee per hour worked.

Example: If the employer benefit cost per employee is not readily available, an acceptable option
is to calculate the annual employer cost per employee and convert that into a

$/hr rate for Canada Pension Plan, Employment Insurance and Workers Compensation, and apply
that rate to hours worked on the project in the claim period.

Calculate the employer benefit cost per employee and then divide this cost by total annual hours
(2080 hours for a 40/hr work week) to arrive at an hourly rate. Multiply the hourly rate by total
number of hours the employee has worked on the project during the claim period. (e.g. CPP
Benefit Cost for X employee / Annual Hrs * Hours worked on project)

Example CPP Calculation: An employee earning $50,000 worked 200 hours on the project during
a 3 month claim period. Basic exemption for CPP is $3,500, therefore, maximum contributory
earnings is $46,500.

CPP employer benefit cost =$46,500 * 5.25% = $2441.25 CPP eligible cost/hour =
$2,441.25/2080 = $1.17

CPP eligible cost for claim = $1.17 * 200 hours = $234

Federal Canada Pension Plan and Employment Insurance premium rates are available on the
Canada Revenue Agency website. Provincial worker's compensation rates are employer specific.
The OSC recognizes that accounting systems are often different, and these systems can track
costs in different ways. Please reach out to the Project Finance team at
projectfinance@oceansupercluster.ca to discuss any other method you would like to use to apply
this allocation.
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APPENDIX F: SUBCONTRACTORS

ELIGIBLE

Subcontractor costs are eligible provided they:
e relate to costs for work that is essential to the project and where the expertise does not
exist among the project partners.
e are accounted for at Fair Market Value
e are reasonable and in line with industry norms and practices.

Subcontractor costs must be provided by a Canadian vendor, if not they will require foreign cost
approval. See Appendix C: Foreign Cost Guidelines for additional detail.

INELIGIBLE

Ineligible costs include, but are not limited to:
e A project partner or employees of a project partner cannot be a subcontractor or consultant
to another project partner as it relates to undertaking project activities.
o Each project partner must file a claim for their direct salary costs.

ADDITIONAL INFORMATION

The total amount of subcontracts or consultancy in relation to total project costs will be assessed
when reviewing eligibility and level of support.

Affiliated/Related party subcontractors must be identified on the claim form, and the claimant
must request timesheets from the vendor to support the hours on the invoice. These timesheets
must be submitted as supporting documentation with the claim.

Amounts invoiced between Affiliated/ Related parties must be at Fair Market Value (see Special
Considerations for Related Party Transactions).
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APPENDIX G: EQUIPMENT & FACILITIES
ELIGIBLE

Equipment and facilities costs are defined as costs associated with the rental, operation and
maintenance of equipment from Canadian or foreign entities that are incremental to the project.

Claimant must be able to demonstrate incrementality of all equipment costs and this
incrementality must be linked between the claim and corresponding progress report.

Equipment purchases over $10,000 must identify the useful life of the equipment (see Appendix
M: Capital Expenditures).

See Appendix C: Foreign Cost Guidelines if required.

INELIGIBLE

Equipment and facilities costs that are ineligible include, but are not limited to:

e (Costs that cannot be supported with an official invoice (i.e. proforma invoices, quotes and
sales orders are not proof of cost incurred)

e Equipment and facilities that are not exclusively being used for project activities

ADDITIONAL INFORMATION

Equipment deposits and partial payments are only eligible if the equipment arrives during the
project term or if the claimant can prove ownership of the equipment at time of payment or before
the project end date (ex. Incoterm EXW, FOB Shipping).

o Note: this is very important to factor in near the end of the project.
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APPENDIX H: MATERIALS AND SUPPLIES

ELIGIBLE

Materials and supplies are defined as any items that are purchased from Canadian or foreign
entities and consumed by project related activities. Foreign cost approval may be required in the
following situations:

e The items are not shipped to and/or consumed in Canada by the project.

¢ The items include custom fabrication for which there is a labour component.

See Appendix C: Foreign Cost Guidelines for additional information.

INELIGIBLE

Ineligible costs include, but are not limited to:
e |nventory items would not be eligible for reimbursement as they do not represent a cash
cost incurred during the project term but may be eligible as an in-kind contribution.

ADDITIONAL INFORMATION

Descriptions of items purchased must be specific and detailed to assist with the claims review
process. Descriptions such as “supplies” or “parts” will require more detail.

Proforma invoices, quotes and sales orders are not proof of cost incurred.
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APPENDIX|: ROOM & FACILITY RENTAL

ELIGIBLE

Room and facility rentals are defined as incremental space that is leased or rented solely used for
project activities; if the space is divided between operational activities and project activities, a
breakdown of the square-footage used for the project activities must be provided.

Room and facility rentals incurred outside of Canada will need foreign cost approval. See
Appendix C: Foreign Cost Guidelines for additional information.

INELIGIBLE

Ineligible costs include, but are not limited to:
e Room and facility rentals that are not incremental to the project

ADDITIONAL INFORMATION

To support your rental/lease expenses, either of the following options are acceptable:
e A copy of the invoice from the lessor.

e [f noinvoices are issued, a copy of the lease agreement and payment schedule must be
provided, as well as proof of payment that clearly indicates the payor
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APPENDIX J: TRAVEL

See Travel and Expense Policy for Project Participants.
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APPENDIX K: COMMUNICATIONS AND MARKETING

ELIGIBLE

Communications and marketing costs are defined as costs that support the demonstration or
commercialization efforts that are purchased from Canadian or foreign entities. These include:
e Publication fees,
e Project-specific advertising,
e Other activities related to bringing the product to market

Communications and marketing activities should be incremental to the project and noted in the
project work plan. Providing an explanation of what project deliverables these costs are associated
with will assist with the claim review process.
¢ No more than two conferences per year per project participant, with no more than four
participants, should be included in the project budget; justification for attendance must be
provided.

Any costs incurred from a foreign entity must involve items that are shipped to Canada for use in
the project. Items purchased from foreign entities that do not meet these criteria will require
foreign cost approval, see Appendix C: Foreign Cost Guidelines for additional information.

Any costs incurred from a foreign entity must be for costs associated with marketing the
product/service in that country; these costs require foreign cost approval.

INELIGIBLE

Costs that are ineligible include, but are not limited to:
e Dues and memberships
e (General company advertising costs (this would be considered overhead)
e Merchandise for trade booths
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APPENDIX L: OTHER DIRECT COSTS

ELIGIBLE

Other direct costs are defined as costs which can be specifically identified and measured as
incurred in the performance of the project activities and are not included in other specifically
identified cost categories in the project budget template.
e These costs can be purchased from Canadian or foreign entities.
e Foreign cost approval, for items purchased from foreign entities, is required if the item is
not shipped to Canada and/or consumed by the project in Canada. See Appendix C:
Foreign Cost Guidelines for additional information.

Eligible costs include:
e Liability insurance outlined as a requirement in the project agreement that is beyond
standard liability insurance currently owned by the organization.
Shipping costs associated with equipment and materials for project related activities.
Market studies (i.e. commercialization efforts, clientele, etc.)
Software that is incremental to the project.
Cloud services that are incremental to the project.
Feasibility studies related to project activities.
Honoraria to support Indigenous participation in project activities.

INELIGIBLE

Ineligible costs include, but are not limited to:
e Insurance on receivables or finances are ineligible.

ADDITIONAL INFORMATION

Proforma invoices, quotes and sales orders are not proof of cost incurred.
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APPENDIX M: CAPITAL EXPENDITURES

ELIGIBLE

Capital expenditures (CapEx) must meet the following criteria to be eligible costs:
e linked to the objectives of the project
e vital for the success of research, development, demonstration, or commercialisation of the
project
e not otherwise available as a shared resource

Pre-approval by the OSC is required if the purchase of an individual CapEx or the purchase of
integrated assets that depend on one another to function, exceeds $1 million.

Form: OSC Capital Expenditure Approval Form

USEFUL LIFE REQUIREMENTS

The following useful life requirements are applicate to costs included on the claims form in both
the Capital tab and the Equipment & Facilities tab for assets with costs greater than $10,000
(threshold subject to change at OSC'’s sole discretion). These costs require identification of the
useful life of the associated asset. If the useful life of the asset exceeds the term of the project:
e the Funded Eligible Project Cost (as defined in the Cost Eligibility Guidelines) is limited to
the portion of the asset’s useful life represented by the project
e the remaining proportion will be considered an Unfunded Eligible Project Cost and eligible
for Industry Match provided it was made by an Industry Member. (See Section 2. Unfunded
Eligible Project Costs)

FUNDED VS. UNFUNDED CAPEX

The following costs can be included as Funded Eligible CapEx:

e Equipment & machinery used to manufacture project related products (the useful life is
within the project timeline)
Installation of equipment
Engineering equipment design and build process
Connection of equipment to utilities (i.e. connecting gas line to equipment).
Software/licencing required to run capital equipment.

The following costs can be included as Unfunded Eligible CapEx:
e Land purchase
e Infrastructure (i.e. building purchases, tenant improvements, building upgrades, etc.)
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o Safety systems to protect workers or equipment that are affixed to the building.
e Structural, civil, mechanical, or electrical engineering for the facility.
e Building connection fees for utilities.

USEFUL LIFE CALCULATIONS

Member provides useful life information (in months).

e Invoice date and project end date are used to determine how many months in the project
that the CapEx or equipment will be used for.

e Months within the project are funded eligible.

e Months beyond the project end date are unfunded eligible.

EXAMPLE

CapEx Useful Life: 2 years = 24 months

CapEx Amount: $24,000

CapEx Amount per month = $1,000

Project End Date: June 30, 2024

Invoice Date: January 1, 2024

6 months within project

Funded eligible: 6 months x $1,000/month = $6,000
Unfunded eligible: 18 months x $1,000/month = $18,000

Alternatively, the following formula could be used:
e Funded eligible: $24,000*(6/24) = $6,000
e Unfunded eligible: $24,000*(18/24) = $18,000
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APPENDIX N: GOVERNMENT STACKING

Any funding received from provincial, municipal, or federal government (OGD) that is used on
project related activities must be reported to the OSC. To ensure this amount is effectively
captured, the following should be completed:

e Record 100% of all costs incurred, on the appropriate tabs, in the OSC Detailed Claim and
Reconciliation Form (“claim form”)

e Record actual funding received from OGD on the OGD tab

o i.e. Employee wage 50% covered by IRAP, include 100% of project related hours and
salary cost, and 50% of the total salary as funding from IRAP on the OGD tab.

e For example, if the project has an employee that has incurred a wage expense of $5,000 in
the claim period, of which 50% will be funded by NRC-IRAP, the following would be recorded
in the claim form:

o Salaries of $5,000 with all the required details on the Wages tab of the claim form
o NRC-IRAP funding of $2,500 on the OGD Contributions tab of the claim form

The portion of costs funded by OGD will be treated as non-matched costs and will not be
reimbursed by the OSC. The OSC will reimburse the amount not funded by OGD, $2,500 in this
example, at the project’s reimbursement rate.

SR&ED and other tax credits are not subject to stacking rules but must be reported on project

claims. Section D on the Claim Form Summary tab is available to note any SR&ED funding
received.
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APPENDIX O: RESOURCES

Detailed Claim and Reconciliation Form

Claim Submission and Payroll Attestation

FMV Attestation for Non-matched In-kind Contributions

Travel and Expense Policy for Project Participants

OSC Capital Expenditure Approval Form
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APPENDIX P: RECORD OF POLICY UPDATES

January 1, 2023: Project Forecasting requirements added.

February 1, 2023: OSC will not reimburse funded eligible costs that were paid more than 6 months
prior to the claim/reconciliation being submitted.

March 1, 2023: Nil claims/reconciliations.

January 1, 2025: Travel expense reports required as supporting documentation for travel costs
and meals/incidentals associated with travel are no longer eligible project costs.

March 31, 2025: No more than two conferences per year per project participant, with no more

than four participants, should be included in the project budget; justification for attendance must
be provided.
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