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- Current Incentives

[v]

"Cap existing tax benefits available to LSVCCs until they achieve their 60 percent investment

requirement for small business investments, and amend their investment rules to permit them

to invest in expert funds and local and regional small business investment funds such as community-
based CIFs. Progress on meeting requirements should be monitored and caps removed only if
these requirements are met within set time frames with no extensions provided. A regulatory
mechanism should be established to oversee the operations of these funds and ensure that they
are meeting their small business investment requirements while following prudent investment
practices.

Require all new LSVCCs to pre-commit to specific quotas for small business investments over a
specified time frame.

Cap the FBDB’s venture capital program and privatize it when evidence is available that the
gaps being serviced by the FBDB have been filled by the private sector or the CIFs, This would
ensure that the FBDB’s mandate to fill gaps is being maintained and that the government is not
investing in small business shares either directly or indirectly.

Comununity Programs

[

Proceed with the establishment of a locally based CIF program on a pilot-project basis, but with-
out providing any federal government money as investment, either directly or indirectly, in
shares of Canadian small businesses. The CIFs should be operated by the private sector in each
community, with the government providing a supportive environment by acting as a facilitator.
This role could include a subsidy for transaction and/or due diligence costs.

Encourage the CIFs to share infrastructure facilities and partner with the BDCs and other federal,
provincial and municipal financing programs to provide a fully integrated community-based,
SME financing program, operating in a cost-effective manner.

Improve information linkages between informal investors and entrepreneurs at the local,
regional and national levels through the establishment of a data base focused directly on these
groups, ideally through the Canada Business Service Centres.

It should be added that many of the recommendations concerning small business financing are related
to some of the measures proposed in the sections on tax and regulation, both of which have an impact
on financing.
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