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In  i ts 2025  e l ect i on  p l a t fo rm, the  L i be ra l  pa rty undertook to  expand  the  f l ow-th rough  share  (FT S) p rog ram , by “i n t roduci ng  f l ow-th rough  shares to  ou r
Canad i an  sta rtup  ecosystem , support i ng  com pan i es i n  A I ,  quan tum  com put i ng ,  b i o tech ,  and  advanced  m anu factu ri ng  to  ra i se  m oney faste r. ” Bu i l d i ng
o ff  o f  the  exi st i ng  m i n i ng  secto r reg i m e  fo r FT S f i nanci ngs,  th i s p roposa l  wou l d  “a l l ow i nvesto rs to  deduct  e l i g i b l e  R&D expenses [ i ncu rred  and
renounced  by the  co rpo ra t i on  i ssu i ng  the  FT S] d i rect l y f rom  the i r taxab l e  i ncom e, l oweri ng  the  ri sk o f  i nvest i ng  i n  i nnova t i ve  Canad i an  com pan i es.”

T he  Canad i an  federa l  budge t  o f  Nov.  4 ,  2025  (the  2025  Federa l  Budge t) m ade  no  m en t i on  o f  th i s p roposa l ,  wh i ch  i s d i sappo i n t i ng  g i ven  Canada ’s
ch ron i c p roduct i vi ty i ssues and  the  m any cha l l enges we  have  i n  nu rtu ri ng  and  g rowi ng  ou r i nnova t i on  secto r (th i s be i ng  the  tax base  o f  the  fu tu re ).
Canada  u rgen t l y needs to  m ob i l i ze  i ts tax po l i cy to  respond  to  unpreceden ted  ta ri f f  p ressu re  and  Am eri ca -f i rst  tax po l i cy st i m u l us occurri ng  i n  the  U.S.
i f  we  a re  to  com pete  i n  the  g l oba l  econom y. T here  a re  a  wi de  va ri e ty o f  po ten t i a l  tax m easures Canada  can  choose  f rom  to  support  Canad i an
busi nesses and  worke rs (and  those  who  i nvest  i n  them ) and  the reby secure  ou r tax base  and  the  soci a l  p rog ram s they pay fo r,  as descri bed  i n  de ta i l
e l sewhere  (see  Product i vi ty,  Innova t i on  and  How Canada ’s Tax System  Can  He l p).

Wh i l e  the  enhancem ents to  Canada ’s sci en t i f i c research  & experi m en ta l  deve l opm ent p rog ram  p rom i sed  i n  the  L i be ra l  p l a t fo rm and  i ncl uded  the  2025
Federa l  Budge t a re  we l com e, the re  was no  m en t i on  o f  the  p rom i sed  extensi on  o f  the  FT S reg i m e  to  the  i nnova t i on  secto r (no r o f  the  p roposa l s i n  the
L i be ra l  p l a t fo rm to  crea te  a  pa ten t  box reg i m e and  an  “AI  dep l oym ent tax cred i t  fo r sm a l l  and  m ed i um -si zed  busi nesses”).  T he  l ack o f  act i on  on
expand i ng  the  FT S p rog ram  i s d i sappo i n t i ng  (pa rt i cu l a rl y when  coup l ed  wi th  the  rem ova l  o f  the  Canad i an  En trep reneurs’ Incen t i ve),  as Canada  needs
to  act  now to  support  i ts i nnova t i on  secto r o r ri sk l osi ng  i t .

T h i s a rt i cl e  descri bes how the  FT S reg i m e  works,  to  g i ve  the  reader an  i dea  o f  how the  governm ent ’s p roposed  extensi on  o f  the  FT S reg i m e  to  the
i nnova t i on  secto r m i gh t  opera te .

Overview

Fl ow-th rough  shares a re  a  f i nanci ng  too l  ava i l ab l e  to  a  co rpo ra t i on  (Canco) tha t  a l l ows i t  to  i ssue  new com m on shares to  i nvesto rs a t  a  h i gher p ri ce
than  Canco  wou l d  rece i ve  fo r i ssu i ng  “no rm a l ” sha res,  due  to  tax bene f i ts those  i nvesto rs rece i ve .  Curren t l y the  use  o f  FT S i s l i m i ted  to  the  m i n i ng
secto r,  by vi rtue  o f  wha t  const i tu tes a  qua l i fyi ng  expend i tu re  tha t  Canco  can  i ncu r and  “f l ow th rough” to  FT S i nvesto rs.

Investo rs a re  wi l l i ng  to  pay Canco  a  p rem i um  fo r i ssu i ng  FT S, because  a  subscri be r fo r FT S can  reduce  the i r taxes owi ng  by cl a i m i ng  deduct i ons fo r
tax pu rposes crea ted  by qua l i fyi ng  expend i tu res Canco  has i ncu rred  –  i n  e ffect ,  Canco  t ransfe rs (o r f l ows th rough) to  the  FT S i nvesto r the  tax
deduct i ons Canco  wou l d  o the rwi se  be  ab l e  to  cl a i m  i tse l f  f rom  m aki ng  these  qua l i fyi ng  expend i tu res.

Under a  FT S f i nanci ng ,  the  FT S i nvesto rs and  Canco  ag ree  tha t  the  i nvesto rs wi l l  pu rchase  new FT S from  Canco ,  Canco  wi l l  i ncu r an  ag reed
am oun t o f  qua l i fyi ng  expend i tu res wi th i n  a  ce rta i n  t i m e  pe ri od ,  and  Canco  wi l l  “renounce” the  tax deduct i ons crea ted  by those  qua l i fyi ng
expend i tu res i n  favour o f  the  FT S i nvesto rs fo r the i r use .  I f  Canco  has no  posi t i ve  taxab l e  i ncom e (as i s o f ten  the  case  wi th  m any ea rl y-stage
busi nesses),  the  p resen t  va l ue  to  i t  o f  these  fo regone  tax deduct i ons t ransfe rred  to  FT S i nvesto rs m ay be  ve ry l ow o r even  neg l i g i b l e .  FT S f i nanci ng
a l l ows Canco  to  m one t i ze  the  va l ue  o f  those  tax deduct i on  wi th  i nvesto rs ab l e  to  use  them  i m m ed i a te l y to  reduce  the i r taxes owi ng  and  wi l l i ng  to
subscri be  fo r FT S a t  a  p rem i um . T he  f i nanci ng  ag reem ent be tween  the  FT S i nvesto rs and  Canco  i s wha t  m akes the  Canco  com m on shares f l ow-
th rough  shares.

M i n i ng  secto r FT S i nvesto rs m ay a l so  ge t  ano the r tax bene f i t  beyond  renounced  deduct i ons,  fo r even  m ore  generous tax t rea tm en t.  Certa i n  Canco
qua l i fyi ng  expend i tu res a l so  en t i t l e  the  FT S i nvesto r to  an  i nvestm en t tax cred i t (IT C),  a  do l l a r-fo r-do l l a r reduct i on  i n  tax owi ng ,  vi z. ,  a  $100  IT C
reduces the  FT S i nvesto r’s taxes owi ng  by $100 .

What are flow-through shares?

T he  genera l  ru l e  i n  the  ITA i s tha t  a  taxpayer can  on l y deduct  fo r tax pu rposes expenses tha t  i t  i tse l f  i ncu rs.  FT S const i tu te  an  excep t i on  to  th i s genera l
p ri nci p l e ,  by a l l owi ng  a  co rpo ra t i on  (Canco) tha t  i ncu rs ce rta i n  types o f  qua l i fyi ng  expend i tu res to  “renounce” (i .e . ,  t ransfe r) them  to  an  i nvesto r who
subscri bes fo r new com m on shares o f  Canco  tha t  m ee t ce rta i n  requ i rem en ts.  Essen t i a l l y,  the  FT S i nvesto r ge ts to  use  the  tax deduct i ons tha t  a re
crea ted  by Canco ’s qua l i fyi ng  expend i tu res and  t ransfe rred  to  the  i nvesto r vi a  the  FT S ru l es (the reby reduci ng  the  FT S i nvesto r’s taxab l e  i ncom e and
tax o the rwi se  payab l e ).  In  re tu rn ,  Canco  rece i ves a  p rem i um  from  the  FT S i nvesto r i n  the  subscri p t i on  p ri ce  Canco  rece i ves fo r i ssu i ng  the  FT S to  the
i nvesto r.  In  th i s way,  Canco  i s ab l e  to  e ffect i ve l y m one t i ze  the  va l ue  o f  the  tax deduct i ons i t  i ncu rs i n  m aki ng  ce rta i n  expenses (and  su rrenders when
renounci ng  them  to  the  FT S i nvesto r).  Fi gu re  1  i l l ustra tes how a  FT S f i nanci ng  works i n  the  m i n i ng  i ndustry under the  exi st i ng  FT S ru l es.1
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What is required for a FTS financing?

T he  essen t i a l  i ng red i en ts fo r a  FT S f i nanci ng  a re  the  fo l l owi ng :

1.  A qua l i fyi ng  co rpo ra t i on  as the  i ssuer o f  the  FT S. In  the  exi st i ng  m i n i ng -secto r FT S ru l es,  a  co rpo ra t i on  m ust  be  a  “p ri nci pa l  busi ness co rpo ra t i on”:
a  co rpo ra t i on  whose  p ri nci pa l  busi ness i s one  o f  a  num ber o f  l i sted  busi nesses (e .g . ,  m i n i ng  o r exp l o ri ng  fo r m i ne ra l s).

2.  A qua l i fyi ng  share  (o r ri gh t  to  a  share ) tha t  m ee ts the  ITA de f i n i t i on  o f  a  “f l ow-th rough  share ”.  Essen t i a l l y a  qua l i fyi ng  share  i s an  o rd i na ry com m on
share  o f  a  p ri nci pa l  busi ness co rpo ra t i on  tha t  bears the  fu l l  ri sk o f  upsi de  and  downsi de :  excl uded  f rom  e l i g i b i l i ty a re  “p rescri bed  shares”,  be i ng
shares wi th  caps o r m i n i m um s on  d i vi dends o r l i qu i da t i on  en t i t l em en ts,  tha t  g i ve  the  ho l de r a  pu t  o r re t ract i on  ri gh t ,  o r tha t  a re  the  sub j ect  o f  any
ki nd  o f  guaran tee  o r l oss p ro tect i on .  A ri gh t  to  acqu i re  a  qua l i fyi ng  share  (a  “f l ow-th rough  warran t”) tha t  i s no t  a  “p rescri bed  ri gh t” (i .e . ,  i s fu l l y a t
ri sk) i tse l f  qua l i f i es as a  FT S.

3.  A qua l i fyi ng  f l ow-th rough  share  ag reem ent be tween  the  FT S i nvesto r and  the  FT S i ssuer (Canco) under wh i ch  Canco  ag rees to  (1 ) i ssue  the  FT S to
the  FT S i nvesto r i n  exchange  fo r the  FT S i nvesto r payi ng  the  subscri p t i on  p ri ce ,  (2 ) i ncu r qua l i fyi ng  FT S-e l i g i b l e  expend i tu res wi th i n  the
perm i ssi b l e  t i m e  pe ri od  equa l  to  o r g rea te r than  the  subscri p t i on  p ri ce ,  and  (3 ) renounce  to  the  FT S i nvesto r (usi ng  the  p rescri bed  CRA fo rm) an
am oun t o f  the  qua l i fyi ng  FT S-e l i g i b l e  expend i tu res no t  g rea te r than  the  subscri p t i on  p ri ce ,  the reby t ransfe rri ng  these  deduct i ons to  the  FT S
i nvesto r.  T h i s ag reem ent (wh i ch  i s wha t  m akes the  newl y-i ssued  Canco  com m on shares FT S) m ust  be  d ra f ted  ca re fu l l y to  avo i d  te rm s tha t  wou l d
cause  the  Canco  shares to  be  “p rescri bed  shares”,  as above .

4.  Canco  actua l l y i ncu rri ng  the  requ i si te  am oun t o f  qua l i fyi ng  FT S-e l i g i b l e  expend i tu res wi th i n  the  pe rm i ssi b l e  t i m e  pe ri od .  In  the  exi st i ng  m i n i ng -
secto r FT S reg i m e , qua l i fyi ng  expend i tu res a re  essen t i a l l y l i m i ted  to  “Canad i an  exp l o ra t i on  expense” (CEE),  a  pa rt i cu l a r tax ca tegory o f
expend i tu res wh i ch  fo r these  pu rposes genera l l y consi sts o f  wha t  a re  f requen t l y ca l l ed  “g rass-roo ts m i n i ng  expenses”,  be i ng  expenses i ncu rred  fo r
the  pu rpose  o f  de te rm i n i ng  the  exi stence ,  l oca t i on ,  exten t  o r qua l i ty o f  a  m i ne ra l  resource  i n  Canada  (i ncl ud i ng  p rospect i ng  and  su rveyi ng ).

What are the tax consequences of buying FTS?

1. Renunciat ion of tax deduct ions to FTS Investors

Where  the  requ i rem en ts o f  the  FT S ru l es a re  m et,  the  FT S a re  i ssued  to  the  FT S i nvesto rs and  the  qua l i fyi ng  expend i tu res i ncu rred  by Canco  a re
renounced  by Canco  i n  favour o f  the  FT S i nvesto rs.  T he  FT S i nvesto rs a re  t rea ted  as i f  they them se l ves had  i ncu rred  the  re l evan t  qua l i fyi ng
expend i tu res (i .e . ,  CEE i n  a  m i n i ng  FT S f i nanci ng ),  and  they m ay cl a i m  those  deduct i ons i n  com put i ng  the i r taxab l e  i ncom e to  reduce  the  am oun t o f
tax payab l e  on  i ncom e f rom  o the r sou rces.  Canco  canno t  cl a i m  any tax deduct i ons fo r those  renounced  qua l i fyi ng  expend i tu res.

On l y the  f i rst  ho l de r o f  the  FT S (i .e . ,  the  one  subscri b i ng  fo r the  FT S wi th  Canco) m ay cl a i m  deduct i ons fo r the  qua l i fyi ng  expend i tu res,  no t  any
subsequen t  ho l de r o f  the  share .  I t  i s thus i m portan t  tha t  the  t ransact i on  be  st ructu red  p roperl y to  ensure  tha t  the  i n tended  pe rsons a re  the  f i rst  ho l de rs
o f  the  FT S i ssued  by Canco .  T he  f i rst  ho l de r need  no t  con t i nue  to  ho l d  the  FT S a t  the  t i m e  the  expend i tu res a re  i ncu rred ,  as l ong  as they a re  the  f i rst
owner o f  the  FT S.

Wh i l e  no rm a l l y the  am oun t pa i d  by an  i nvesto r becom es the  cost  fo r tax pu rposes o f  the  p roperty they acqu i re ,  i n  the  case  o f  a  FT S the  i nvesto r i s
deem ed to  acqu i re  the  FT S a t  a  cost  o f  ze ro ,  to  take  i n to  accoun t  the  fact  tha t  by acqu i ri ng  the  FT S the  i nvesto r i s the reby acqu i ri ng  the  re l evan t
qua l i fyi ng  expend i tu res (i .e . ,  CEE i n  a  m i n i ng  FT S f i nanci ng ) tha t  i s deduct i b l e  f rom  i ncom e. As a  resu l t  o f  havi ng  a  FT S cost  o f  n i l  fo r tax pu rposes,
whenever the  FT S i s so l d  the  i nvesto r wi l l  genera l l y rea l i ze  a  ga i n  equa l  to  the  fu l l  am oun t o f  the  sa l e  p ri ce .  S i nce  i n  m ost  cases tha t  ga i n  wi l l  be
trea ted  as a  cap i ta l  ga i n  (on l y 50  pe r cen t  o f  wh i ch  i s i ncl uded  i n  i ncom e fo r tax pu rposes),  i t  i s st i l l  qu i te  advan tageous to  an  i nvesto r to  rece i ve  $100
o f  renounced  expend i tu res tha t  can  be  used  to  she l te r $100  o f  o the r i ncom e: the  accrued  cap i ta l  ga i n  on  the  FT S wi l l  on l y be  rea l i zed  i f  the  FT S
i nvesto r se l l s the  FT S, and  even  then  on l y ha l f  o f  the  cap i ta l  ga i n  wi l l  be  i ncl uded  i n  i ncom e.

Tab l e  1  se ts ou t  a  si m p l e  exam p l e  i l l ustra t i ng  the  consequences to  a  FT S i nvesto r who  pu rchases 10 ,000  FT S o f  a  m i n i ng  com pany a t  a  $1 /share
prem i um  over the  t rad i ng  p ri ce  o f  the  “o rd i na ry” (non-FT S) com m on shares o f  FT S Issuer,  rece i ves renounced  CEE o f  $100 ,000 ,  and  l a te r se l l s the  FT S
i n to  the  m arke t  a t  the  p reva i l i ng  t rad i ng  p ri ce  ($9 ).
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2. Federal Investment Tax Credit

Under the  exi st i ng  m i n i ng  secto r FT S ru l es,  a  subse t  o f  qua l i fyi ng  expend i tu res re l a t i ng  to  m i ne ra l  exp l o ra t i on  en t i t l es FT S i nvesto rs who  a re  na tu ra l
(i .e . ,  l i vi ng ) pe rsons to  an  extra  tax bene f i t  beyond  the  tax deduct i ons renounced  to  them  by Canco :  an  “i nvestm en t tax cred i t” o r “IT C”.  A $100  IT C
reduces the  FT S i nvesto r’s taxes owi ng  (no t  j ust  taxab l e  i ncom e) by $100 .  Speci f i ca l l y:

the  Cri t i ca l  M i ne ra l  Exp l o ra t i on  Tax Cred i t (CM ET C) i s a  30  pe r cen t  IT C genera ted  by FT S qua l i fyi ng  expend i tu res on  m i n i ng  exp l o ra t i on  act i vi t i es
from  o r above  the  su rface  o f  the  ea rth  p ri m ari l y ta rge t i ng  cri t i ca l  m i ne ra l s (as expanded  by the  2025  Federa l  Budge t);  and

the  M i ne ra l  Exp l o ra t i on  Tax Cred i t (M ET C) i s a  15  pe r cen t  IT C genera ted  by FT S qua l i fyi ng  expend i tu res on  m i n i ng  exp l o ra t i on  act i vi t i es f rom  o r
above  the  su rface  o f  the  ea rth  fo r the  pu rpose  o f  de te rm i n i ng  the  exi stence ,  l oca t i on ,  exten t  o r qua l i ty o f  a  qua l i fyi ng  m i ne ra l  (genera l l y a  base  o r
p reci ous m eta l  deposi t ).

Fo r exam p l e ,  a  FT S i nvesto r who  i s a  na tu ra l  pe rson  (1 ) who  pays $100  to  buy a  FT S i ssued  by a  qua l i fyi ng  co rpo ra t i on ,  and  (2 ) to  whom  $100  o f
M ET C-e l i g i b l e  exp l o ra t i on  expend i tu res a re  renounced  by the  FT S i ssuer wou l d  be  en t i t l ed  to  a  $15  M ET C, reduci ng  the  FT S i nvesto r’s tax payab l e  by
$15 .  T he  CM ET C and  the  M ET C canno t  bo th  be  cl a i m ed  i n  respect  o f  the  sam e renounced  exp l o ra t i on  expend i tu re  i f  tha t  expend i tu re  qua l i f i es fo r
bo th  IT Cs.

Federa l  IT Cs cl a i m ed  on  CEE renounced  to  the  FT S i nvesto r on  a  FT S fo r a  pa rt i cu l a r yea r a re  deducted  f rom  the  FT S i nvesto r’s cum u l a t i ve  CEE
ba l ance  (CCEE) i n  the  fo l l owi ng  year.  S i nce  a  nega t i ve  CCEE ba l ance  a t  yea r-end  i s added  back to  the  FT S i nvesto r’s i ncom e, the re  cou l d  be  a  ne t
i ncom e i ncl usi on  fo r the  i nvesto r i f  the  i nvesto r does no t  i ncu r any add i t i ona l  CCE i n  tha t  l a te r yea r.  A l so ,  i t  i s i m portan t  to  no te  tha t  the  am oun t o f
p rovi nci a l  IT Cs (see  be l ow) re l a t i ng  to  CEE renounced  to  a  FT S i nvesto r under a  FT S i s deducted  f rom  the  i nvesto r’s CCEE i n  the  year the  i ncen t i ve  i s
g ran ted  (typ i ca l l y the  year i n  wh i ch  the  i nvesto r f i l es the  tax re tu rn  cl a i m i ng  the  p rovi nci a l  cred i t ).  Aga i n ,  un l ess the  FT S i nvesto r has o r i ncu rs o the r
CEE, th i s reduct i on  to  CCEE cou l d  crea te  a  nega t i ve  CCEE ba l ance  and  cause  an  i ncom e i ncl usi on  i n  the  l a te r yea r.

3. Provincial Investment Tax Credits

Certa i n  p rovi nces (On ta ri o ,  Bri t i sh  Co l um b i a,  Saska tchewan , and  M an i toba) o ffe r ana l ogous IT Cs fo r p rovi nci a l  i ncom e tax pu rposes i n  respect  o f
com parab l e  “g rassroo ts” exp l o ra t i on  act i vi ty ca rri ed  ou t  wi th i n  the  p rovi nce .  In  m ost  cases the  p rovi nci a l  i ncen t i ve  o ffe red  i s l i m i ted  to  i nd i vi dua l s
resi den t  i n  tha t  pa rt i cu l a r p rovi nce .

Provi nci a l  IT Cs g ran ted  genera l l y reduce  the  am oun t o f  ava i l ab l e  federa l  IT C. T he  Prospecto rs and  Deve l opers Associ a t i on  o f  Canada  has p repared  a
ve ry he l p fu l  cha rt  (see  he re) showi ng  the  e ffect  o f  fede ra l  IT Cs and  p rovi nci a l  f l ow-th rough  share  i ncen t i ves,  i ncl ud i ng  the  po ten t i a l  i ncom e i ncl usi ons
fo r federa l  and  p rovi nci a l  IT Cs i n  subsequen t  yea rs.  See  he re fo r two  com parab l e  charts showi ng  the  a f te r-tax cost  o f  FT S i nvestm en ts e l i g i b l e  fo r the
federa l  M ET C and  CM ET C i n  each  p rovi nce  (usi ng  top  m arg i na l  tax ra tes i n  each  p rovi nce ).

What else should I know about FTS financings?

Post-subscri p t i on  FT S: a  FT S i s si m p l y a  no rm a l  com m on share  o f  the  i ssu i ng  co rpo ra t i on  tha t  en t i t l es the  o ri g i na l  subscri be r to  speci f i c tax bene f i ts
because  o f  the  f i nanci ng  ag reem ent be tween  Canco  and  the  FT S i nvesto r and  i s o the rwi se  the  sam e as “no rm a l ” (non-FT S) com m on shares i ssued  by
the  sam e co rpo ra t i on .  Once  the  o ri g i na l  subscri be r acqu i res a  FT S and  cl a i m s the  associ a ted  tax bene f i ts,  i ts FT S sta tus d i sappears and  i t  i s si m p l y a
“no rm a l ” com m on share .

Partne rsh i ps:  Because  the  FT S tax ru l es a re  i n tended  to  reduce  the  cost  o f  f i nanci ng  h i gh -ri sk act i vi t i es,  som e FT S i nvesto rs p re fe r to  i nvest  i n  a
port fo l i o  o f  FT S i ssuers vi a  an  i nvestm en t i n  a  pa rtne rsh i p tha t  buys FT S i n  a  num ber o f  d i ffe ren t  com pan i es and  the reby d i ve rsi f i es the  ri sks f rom  any
si ng l e  i nvestm en t.  FT S i nvestm en ts m ade  th rough  pa rtne rsh i ps m ay be  used  to  f l ow ou t  to  the  pa rtne rs any tax deduct i ons and  IT Cs f rom  FT S
i nvestm en ts m ade  by the  pa rtne rsh i p .

Chari tab l e  dona t i ons:  i n  som e cases,  FT S i nvesto rs ho l d  the  FT S they subscri be  fo r on l y fo r a  ve ry short  pe ri od  o f  t i m e  and  dona te  them  to  a  reg i ste red
chari ty i n  o rde r to  bene f i t  f rom  fu rthe r po ten t i a l  tax bene f i ts fo r m aki ng  such  dona t i ons.  Speci a l  ru l es m ay app l y i n  these  ci rcum stances.

A l te rna t i ve  m i n i m um  tax:  na tu ra l  pe rsons and  som e t rusts a re  po ten t i a l l y sub j ect  to  “a l te rna t i ve  m i n i m um  tax” (AM T ),  wh i ch  recom putes the  taxpayer’s
i ncom e a l l owi ng  fo r fewer deduct i ons and  cred i ts and  i m poses the  AM T  i f  the  am oun t o f  AM T  exceeds the  taxpayer’s regu l a r tax owi ng .  Taxpayers
sub j ect  to  AM T  m ay f i nd  tha t  the  tax bene f i ts o f  m aki ng  FT S i nvestm en ts under the  “no rm a l ” ru l es fo r ca l cu l a t i ng  tax payab l e  a re  d i m i n i shed  when
com put i ng  AM T.

FTS mechanics
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A num ber o f  ru l es govern  the  m anner i n  wh i ch  qua l i fyi ng  expend i tu res m ust  be  m ade  and  renounced .  T he  basi c ru l es a re  as fo l l ows:

When to  Incu r Expend i tu res:  the  t i m e  pe ri od  du ri ng  wh i ch  Canco  m ust  i ncu r the  qua l i fyi ng  expend i tu res beg i ns on  the  da te  o f  the  subscri p t i on
agreem ent and  ends 24  m on ths a f te r the  end  o f  the  m on th  i n  wh i ch  the  subscri p t i on  ag reem ent was m ade  (the  “24 -m on th  pe ri od ”).  Qua l i fyi ng
expend i tu res canno t  be  i ncu rred  be fo re  the  da te  o f  the  subscri p t i on  ag reem ent.

When to  Renounce  Expend i tu res:  Canco  m ust  renounce  the  qua l i fyi ng  expend i tu res i n  favour o f  the  FT S i nvesto rs by no  l a te r than  the  end  o f
February i n  the  year fo l l owi ng  the  end  o f  the  24 -m on th  pe ri od .  Expenses genera l l y canno t  be  renounced  un t i l  they a re  actua l l y i ncu rred  by the
m i n i ng  co rpo ra t i on ,  sub j ect  to  the  “l ook-back ru l e” descri bed  be l ow.

Maxi mum Renunci a t i on :  the  am oun t o f  qua l i fyi ng  expend i tu res renounced  canno t  exceed  the  am oun t o f  Canco ’s ava i l ab l e  CEE o r the  am oun t pa i d
by the  i nvesto r fo r the  FT S.

However,  m ost  FT S t ransact i ons a re  st ructu red  to  take  advan tage  o f  a  speci a l  “l ook-back ru l e” tha t  a l l ows Canco  to  renounce  CEE to  i nvesto rs e ffect i ve
as o f  be fo re  the  t i m e  Canco  actua l l y i ncu rs those  expenses,  wh i ch  i s no t  pe rm i t ted  under the  no rm a l  ru l es.  On l y CEE from  “g rass-roo ts m i n i ng  expenses”
i s e l i g i b l e  fo r th i s speci a l  t rea tm en t,  and  on l y where  Canco  and  the  i nvesto rs dea l  a t  a rm ’s l eng th .

I f  Canco  en te rs i n to  a  FT S subscri p t i on  i n  one  year (fo r exam p l e  2025) and  i ncu rs “g rassroo ts” CEE i n  the  i m m ed i a te l y fo l l owi ng  ca l endar year (2026),
and  i f  the  FT S i nvesto r pa i d  fo r the  FT S under tha t  ag reem ent be fo re  the  end  o f  2025 ,  Canco  m ay renounce  such  “g rassroo ts” CEE to  the  FT S i nvesto rs
duri ng  the  f i rst  th ree  m on ths o f  2026  (bu t  e ffect i ve  as o f  Dec.  31 ,  2025).  Where  th i s happens,  Canco  i s deem ed to  have  i ncu rred  the  “g rassroo ts” CEE on
the  l ast  day o f  2025 ,  m aki ng  tha t  CEE e l i g i b l e  to  be  renounced  on  tha t  da te .  Hence ,  i n  these  ci rcum stances,  i t  i s possi b l e  to  renounce  expenses to  FT S
i nvesto rs e ffect i ve  as o f  be fo re  the  t i m e  Canco  actua l l y i ncu rs them . Wh i l e  th i s sho rtens the  t i m e  pe ri od  tha t  the  i nvesto r has to  pay fo r the  FT S and  the
t i m e  pe ri od  tha t  Canco  has to  renounce  and  i ncu r qua l i fyi ng  expend i tu res f rom  the  no rm a l  24 -m on th  pe ri od ,  i t  acce l e ra tes the  ava i l ab i l i ty o f  the  CEE
deduct i on  to  the  FT S i nvesto r by no t  requ i ri ng  the  i nvesto r to  wa i t  un t i l  Canco  actua l l y i ncu rs the  qua l i fyi ng  expend i tu res.  T he  t i m e l i ne  o f  a
“g rassroo ts” FT S t ransact i on  i s se t  ou t  be l ow i n  Fi gu re  2 .  No te  tha t  where  the  “l ook-back ru l e ” i s used  i n  respect  o f  “g rassroo ts” CEE, Canco  i s l i ab l e
under a  speci a l  p rovi si on  o f  the  ITA to  pay wha t  i s essen t i a l l y a  m on th -by-m on th  t i m e-va l ue -o f-m oney tax on  expenses tha t  have  been  renounced  bu t
no t  ye t  i ncu rred  by the  end  o f  the  m on th ,  sta rt i ng  i n  February o f  the  ca l endar year fo l l owi ng  the  subscri p t i on  ag reem ent (2026  i n  the  exam p l e  above).
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Footnote
 T he  FT S concep t  g i ves a  co rpo ra t i on  a  m odest  am oun t o f  the  f i sca l  t ransparency tha t  a  pa rtne rsh i p  en j oys,  bu t  on l y as to  the  l i m i ted  range  o f  tax

deduct i ons the  sta tu te  a l l ows to  qua l i fy fo r FT S t rea tm en t.
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