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THE FREE FLOW CCPC

A Capital-Efficient Growth Framework for Canadian Tech Founders
Adapted from Ron Wiener's Free Flow LLC Framework | Venture Mechanics | venturemechanics.com

A note on this adaptation: Ron Wiener's Free Flow LLC framework is written for US founders
navigating the choice between a Delaware C corp and an LLC. | read it as a Canadian founder and
immediately recognized that the core argument is even stronger north of the border -- our tax regime
was built for exactly this kind of capital-efficient company. What follows is my attempt to translate the
framework honestly into the Canadian context. All tax figures are approximate. Get a qualified
Canadian accountant and startup attorney involved before making any structural decisions.

1. THE ARGUMENT IN CANADA

Wiener's central claim is that agentic Al has broken the old assumption -- that you need years of losses and rounds

of institutional capital just to survive long enough to find product-market fit. A small founding team using Al tools well
can now reach cash-flow breakeven on a fraction of what it used to cost. If that's true, and | think it is, then the legal

structure optimized for a company that burns cash for five years before it matters is the wrong default.

In Canada, this argument lands harder. The CCPC (Canadian Controlled Private Corporation) isn't a workaround or
a consolation prize. It's a structure the federal government designed specifically to support small, capital-efficient
Canadian businesses, and the tax advantages it carries are real and meaningful. The Small Business Deduction,
SR&ED investment tax credits, and the Lifetime Capital Gains Exemption together create a tax environment that
rewards exactly the model Wiener describes. Canadian founders who rush to raise institutional capital before
they've proven unit economics aren't just giving up equity. In many cases they're giving up significant tax
advantages they could have kept.

The Free Flow CCPC is a company built from day one to reach positive cash flow on less than $1 million in seed
capital. It's structured to hold CCPC status and maximize the Canadian tax advantage stack through the formative
years, and it only moves toward institutional capital when the business genuinely warrants it -- on the founder's own
terms, not a fund's timeline.

2. TRANSLATING THE FRAMEWORK

For founders who know the US playbook, here's the translation dictionary:
US Concept Canadian Equivalent | Key Differences

LLC (pass-through) Partnership (LP or GP) True pass-through exists in Canadian partnerships but
is rarely used for funded tech startups -- unlimited
liability for general partners is a real problem.

Delaware C Corp CCPC The CCPC is the default serious Canadian startup
structure and carries significant tax advantages over
public or non-CCPC corporations.

Free Flow LLC Free Flow CCPC CCPC with Small Business Deduction, SR&ED
credits, LCGE eligibility, and dividend integration.
Different mechanisms, comparable power.

QSBS (Section 1202) LCGE (Lifetime Capital Gains LCGE exempts approximately $1M+ in capital gains
Exemption) on qualifying small business corporation shares.
Available on CCPC shares. This is the Canadian
investor incentive most founders forget to mention.

Pass-through losses No direct equivalentin CCPC  CCPC losses stay at the corporate level as carry-
forwards. The Canadian advantage is the low SBD



US Concept Canadian Equivalent | Key Differences

rate on profits -- roughly 11% combined -- not loss
pass-through.

Double taxation Mitigated by dividend Canada's dividend tax credit system integrates
integration corporate and personal tax. A CCPC paying eligible
dividends from SBD income achieves rough tax
neutrality with personal income.

Delaware franchise BC annual report ($0 Minimal provincial maintenance cost. No equivalent of
($300) effective) the Delaware franchise tax headache.
SBIR/STTR grants IRAP, Mitacs Accelerate, Canada's industrial R&D support is more accessible at
NRC the early stage than US equivalents. IRAP in particular
is underused by founders who don't know it exists.
Revenue-based Clearco, Pipe, Capchase Available in Canada. Clearco is a Canadian company.
financing The ecosystem is less mature than the US but
growing.
SAFE note SAFE (adapted for NI 45- SAFEs work in Canada but must comply with National
106) Instrument 45-106 exemptions. The accredited

investor exemption is the most common path for angel
rounds. Get Canadian legal review.

3. THE CANADIAN TAX ADVANTAGE STACK

This is where the Canadian case gets interesting. Four provisions stack to make the CCPC a genuinely powerful
structure for a capital-efficient, profitable-before-scaling company.

Small Business Deduction

A CCPC pays a combined federal and provincial tax rate of roughly 11% on the first $500,000 of active business
income per year -- 9% federal plus approximately 2% in BC. Above that threshold the general corporate rate is
around 27% combined. For a company generating $300,000 to $500,000 in net profit in its early years, the SBD is a
material saving that stays in the business for reinvestment. Every dollar that doesn't leave for taxes is a dollar that
goes toward customer acquisition or product development.

SR&ED Investment Tax Credit

SR&ED -- Scientific Research and Experimental Development -- provides a 35% refundable federal investment tax
credit for qualifying R&D expenditures for CCPCs, on the first $3 million of eligible spending per year. Refundable
means it pays out in cash even if the company has no tax owing. Provincial credits stack on top.

Al-native platforms, novel marketplace mechanisms, proprietary algorithm development, and software systems
solving problems without clear existing solutions are strong candidates. The rule that catches founders out: SR&ED
tracking must be set up before any eligible R&D spend is incurred. Not after. Not during a year-end scramble.
Before. Retroactive claims are difficult and often disputed. Set it up at or before your first development spend.

Lifetime Capital Gains Exemption (LCGE)

Canadian resident individuals can exempt approximately $1,016,602 (2024 figure, indexed annually) in capital gains
from the disposition of qualifying small business corporation shares. To qualify: shares must be CCPC shares, at
least 90% of assets must be used in an active Canadian business at the time of sale, and the seller must have held
the shares for at least 24 months meeting the 50% active business asset test.

For investors coming in through a SAFE, the 24-month clock starts from the date of share issuance at conversion --
not the date they signed the SAFE. Timing matters for planning. This is a genuine and meaningful investor benefit,
particularly for high-income BC residents, and it belongs in every Canadian angel pitch. Most founders don't mention
it. They should.

Dividend Tax Integration



Canada's dividend tax credit system is designed to avoid the double taxation that dogs the US C corp. A CCPC
earning income at the small business rate and distributing it as non-eligible dividends achieves rough tax neutrality
with the same income earned personally. Founders can structure their compensation as a combination of salary and
dividends, optimized annually with a Canadian accountant. It's more complex than the LLC guaranteed payment
model but reaches a comparable after-tax result. Worth doing properly each year, not once and forgotten.

4. THE BC BENEFIT COMPANY

A BC Benefit Company is a standard BC corporation with an adopted benefit purpose and a legal obligation to
pursue that purpose alongside shareholder returns. Directors are explicitly protected when they make decisions that
balance profit and the stated benefit mandate -- that eliminates the business judgment rule tension that can arise in
standard corporations when a founder wants to do the right thing but worries about shareholder liability.

The Benefit Company designation doesn't change the CCPC tax treatment. What it does is provide governance
protection and create a differentiated investor narrative for impact-oriented capital. A few things worth knowing:

* It opens doors to impact investment pools that require a demonstrated purpose mandate as a screening
criterion

» It provides director protection when balancing community benefit, user welfare, and financial returns --
particularly relevant for platform businesses where those interests sometimes diverge

+ It signals alignment to ESG-oriented investors without requiring a separate impact report

+ Combined with CCPC status, it is the strongest available Canadian structure for a capital-efficient, purpose-
driven technology company at the seed stage

One honest note: the designation is only worth having if the purpose is genuine and operational. Sophisticated
investors in this space will ask questions that reveal quickly whether the mandate is real or decorative.

5. SAFE NOTES IN CANADA

SAFEs work in Canada. The core mechanics are identical to the US version -- valuation cap, discount, automatic
conversion at a qualifying financing event. The legal differences are worth understanding before you use one:

* Securities law: SAFE issuances need to rely on a prospectus exemption under National Instrument 45-106.
The accredited investor exemption is the most common path for angel rounds. Accredited investors in
Canada include individuals with net financial assets over $1 million or net income over $200,000 in each of
the prior two years.

*  Governing law: specify Canadian governing law and jurisdiction. A BC-governed SAFE for a BC company is
the clean approach.

« Conversion: the SAFE converts to CCPC shares at a qualifying equity financing. Structure the converted
shares to be LCGE-eligible -- this requires attention to share terms and asset composition at conversion.
Worth getting right at the drafting stage.

* The Venture Mechanics SAFE template has an LLC version. The hybrid terms (better of discount or
valuation cap) and the optional conversion to common stock provision are both worth adapting into a
Canadian version. Have a qualified Canadian startup attorney review it before use.

6. THE CANADIAN FUNDING STACK

Phase Canadian Source Notes

Phase 1 Founder capital. Friends and BC Investor Tax Credit: 30% non-refundable provincial tax credit for
family. SAFE round under qualifying BC angel investors. Requires a government application but
accredited investor exemption. meaningfully reduces the effective cost of early investment. Aimost nobody

mentions this to their BC investors.

Phase 2 SR&ED refundable tax credits. 35% refundable ITC on qualifying R&D. IRAP provides direct non-dilutive
IRAP grants. Mitacs Accelerate.  grants up to $50,000+ per project, no equity given up. Must be set up
before spend is incurred.



Phase Canadian Source [\ [o] (-1

Phase 3 Revenue-based financing. BDC  BDC provides growth loans on founder-friendly terms. Revenue-based
venture loans. Customer financing available once MRR is established. No dilution.
prepayments.

Phase 4 Angel Forum and VANTEC. Same negotiating leverage principle as Wiener's LLC-then-C strategy.
Institutional Canadian VCs. Arrive with proven unit economics, not a slide deck. LCGE eligibility is a
BDC Capital. material incentive at this stage.

7. EQUITY COMPENSATION

Canadian equity compensation for CCPC employees follows different rules than the US. The key instrument is the
employee stock option, and for qualifying CCPC options it carries favorable tax treatment that US NSO holders
would envy.

CCPC Stock Options

When a CCPC grants a stock option to an employee, no taxable benefit arises at grant or exercise. Tax is deferred
until the shares are sold, at which point the gain is treated as a capital gain rather than employment income. This is
the Canadian equivalent of the US ISO -- tax-deferred and capital-gains-rated. The difference from US NSO
treatment, which triggers ordinary income at exercise, is significant for senior hires who understand equity.

Salary vs. Dividends

Every active CCPC founder faces this question annually: how much salary, how much dividends? Salary is
deductible corporate expense that reduces taxable income and builds RRSP room. Dividends are paid from after-tax
income but attract the dividend tax credit. The optimal split depends on personal tax situation and corporate income
level. It changes year to year. Review it every year with a Canadian accountant -- it's worth the conversation.

8. EXIT PATHS

Share Sale (LCGE-Optimized)

A share sale of qualifying CCPC shares triggers the LCGE for eligible Canadian resident shareholders --
approximately $1 million or more in capital gains exempt from federal tax. For a founder holding shares since
incorporation, the full exemption is available. For SAFE investors converting at the first priced round, the 24-month
holding period applies from the conversion date. Share sales are the preferred exit structure for Canadian founders
and early investors from a tax standpoint.

Asset Sale

An asset sale lets a buyer acquire specific assets and leave liabilities behind. Proceeds are taxed differently
depending on how they're characterized -- business income, capital gains, or eligible capital property. Asset sales
generally don't trigger the LCGE directly, which makes them less attractive than share sales for founders and
investors. Buyers often prefer them for liability reasons. It's a negotiation point, not a settled question.

Distributions as the Exit

A profitable CCPC with strong free cash flow can distribute earnings as dividends on an ongoing basis, realizing
equity value without a formal liquidity event. For a company generating $1 million or more in annual free cash flow,
this path can produce better after-tax outcomes than an early exit at a low multiple -- particularly after accounting for
dividend integration. It requires shareholder alignment and works best when investors understood the distribution
model at the time they came in.

9. WHO THIS IS FOR

| want to be direct about when this framework makes sense and when it doesn't.

It makes sense if you can reach cash-flow breakeven on under $1 million in seed capital with a small, Al-capable
team. It makes sense if you're building in a vertical niche where first-mover data advantage compounds faster than
a well-funded competitor can replicate. It makes sense if your early investors are Canadian residents who can



access the LCGE at exit and the BC Investor Tax Credit at investment. It makes sense if you're building something
durable that generates real returns over time, not a company optimized for a single large exit.

It doesn't make sense if institutional VC is central to your plan within 12 to 24 months. It doesn't make sense if your
investor base is predominantly foreign or tax-exempt. And it doesn't make sense as a branding exercise -- the
discipline required to stay capital-efficient and maintain CCPC status is real.

What I've found, working through this for my own company, is that the Canadian tax advantage stack is consistently
underused because founders either don't know it exists or assume it's too complicated to access. The SR&ED
program alone can return significant non-dilutive capital to an early-stage tech company. The BC Investor Tax Credit
changes the economics of an angel round for BC-resident investors in a way that belongs in the pitch. And the
LCGE is a real investor benefit that most Canadian founders never mention because their startup attorneys didn't
bring it up.

The framework is not a rejection of institutional capital. It's a deliberate sequencing choice that lets you arrive at the
institutional market with real revenue, proven economics, and leverage -- rather than a slide deck and a prayer.

10. CHECKLIST

« CCPC status confirmed and maintained. No foreign shareholder structure that inadvertently disqualifies the
company.

+ SR&ED tracking set up before any eligible R&D spend is incurred. Engage a qualified SR&ED advisor early
-- not at year end.

* SAFE instruments reviewed by a qualified Canadian startup attorney for NI 45-106 compliance and LCGE
eligibility of converted shares.

* BC Investor Tax Credit eligibility confirmed for BC-resident angels before any SAFE closes.
» Founder compensation reviewed annually with a Canadian accountant for optimal salary-dividend mix.

* IRAP application strategy developed with your NRC Industrial Technology Advisor before or alongside the
first development phase.

* LCGE eligibility raised explicitly in every investor conversation with Canadian resident participants. Don't
assume they know.

+ Exit planning documented. Share sale preferred over asset sale for LCGE optimization. 24-month holding
period tracked from SAFE conversion date for each investor.

Adapted from The Free Flow LLC by Ron Wiener, Venture Mechanics, venturemechanics.com, May 2026.
Canadian adaptation by Harm Woldring, Founder, The Tool Village Ltd. | thetoolvillage.ca | May 2026.

For informational purposes only. Not legal or tax advice. Consult a qualified Canadian startup attorney and accountant before acting on
any information in this document.



