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In brief 

After several months of deliberation and uncertainty, the Quebec government has finally announced 

changes to its mining tax regime. 

In detail 

According to the Quebec 

government, changes to the 

province’s mining tax regime 

will respect the five core 

principles it established: 

1. All mining corporations 

must pay royalties  

2. Quebecers must benefit 

more extensively from 

mining operations 

3. More jobs in the processing 

sector  

4. More responsible 

exploitation of mining 

resources 

5. A more transparent regime  

The main changes announced, 

which apply to fiscal years 

beginning after December 31, 

2013 (unless otherwise 

indicated), include: 

 a new method of calculating 

the mining tax, which will 

require an operator to pay a 

mining tax equal to the 

higher of: 

– a minimum mining tax 

calculated on the output 

value at the mine shaft 

head (OVMSH) 

– a mining tax on its 

annual profit 

 changes to current mining 

tax rules that: 

– increase the processing 

allowance an operator 

may claim 

– introduce a progressive 

mining tax scale based 

on operator profit 

margin 

– establish so-called 

‘integrity rules’ 

 a new non-refundable 

minimum tax credit 

The following is a brief overview 

of the proposed changes. 

Calculating the minimum 

mining tax 

An operator’s minimum tax will 

equal the total of: 

 1% of the lesser of: 

– total of each of the 

OVMSH amounts for 

each mine operated by 

the operator over the 

fiscal year 

– $80 million 

 4% of total OVMSH amounts 

in excess of $80 million 

The $80 million limit must be 

prorated if the fiscal year is less 

than 12 months, and it must be 

shared by associated operators. 

The OVMSH corresponds to the 

gross value of the operator’s 

output, less the amount of any 

expenses that are deductible for 

the purpose of calculating the 

operator’s annual earnings and 

incurred after the ore is brought 

to the first accumulation site.  
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Expenses will be deductible if they can 

reasonably be attributed to crushing, 

grinding, sieving, processing, 

handling, transportation and storage 

of the mineral substance from its first 

accumulation site after it is removed 

from the mine or to activities related 

to marketing the mineral substance 

and any processed products obtained, 

including related general and 

administrative expenses incurred by 

the operator over the fiscal year. 

The following amounts will also be 

deductible for the purpose of 

determining the OVMSH: 

 a depreciation allowance for 

property used in activities from the 

first accumulation site, with new 

tax categories to allow for 

monitoring of property that 

qualifies for the depreciation 

allowance 

 the increased processing 

allowance, described below 

The OVMSH can never be less than 

10% of the gross value of the 

operator’s output for each mine. 

Change to the mining tax on 

annual profit 

Processing allowance 

To stimulate processing activities, the 

processing allowance that is 

deductible for the purpose of 

calculating annual earnings will be 

increased to the lesser of: 

 the established percentage of the 

cost of the property used in 

processing activities 

 the greater of: 

– 75% of the operator’s annual 

earnings (compared to 55% 

under the current plan) 

– 30% of the OVMSH 

The established percentage for an 

operator that engages solely in 

concentration activities (including 

smelting and gold and silver refining) 

will increase from 7% to 10%. For an 

operator who engages in processing 

activities in Quebec, the current rate 

of 13% will increase to 20%. 

Determining the tax rate applicable 

to annual profit 

A progressive rate structure will be 

put in place, based on the operator’s 

profitability. The more profitable the 

operator, the higher the marginal tax 

rate applicable to mining profit. The 

table below shows the new rates: 

Mining tax on profit, by profit margin 

Profit  
margin  

Applicable 
rate 

Effective 
rate at 
segment 
maximum 

Segment from  

0% to 35% 

16.0% 16.0% 

Segment from  

35% to 50% 

22.0% 17.8% 

Segment from  

50% to 100% 

28.0% 22.9% 

 

The profit margin will be calculated by 

dividing the operator’s annual profit 

(including all annual earnings, 

comprising the earnings calculated 

mine by mine), according to the 

provisions of the Mining Tax Act, by 

the gross value of the operator’s 

output. 

Other proposed changes to the 

mining tax regime 

To ensure the integrity of the mining 

duties regime, the following changes 

will be made: 

 when a person or corporation 

ceases to be an operator, property 

will be deemed to have been 

disposed of at the lesser of the 

property’s cost and its fair market 

value 

 when property is no longer used 

for mining operations, it will be 

deemed to have been disposed of at 

the lesser of the property’s cost and 

its fair market value 

 an operator and an associated 

entity will be presumed to be one 

and the same person when the 

operator sells its output to that 

associated entity, if: 

– that corporation would be 

considered to be an operator 

had it extracted the mineral 

substance itself, and 

– in the opinion of the Minister 

of Natural Resources, one of 

the chief reasons for the 

distinct entity’s existence is to 

reduce the mining tax that 

would otherwise be payable  

These ‘integrity rules’ will apply as of 

May 6, 2013. 

 

Introduction of a non-refundable 

minimum tax credit 

As indicated above, an operator will 

be required to pay mining duties equal 

to the higher of the minimum mining 

tax and the mining tax on annual 

profit. If the minimum mining tax 

exceeds the mining tax on annual 

profit, the excess can be carried 

forward as a non-refundable 

minimum mining tax credit, and 

applied against the mining tax on 

annual profit in years when that tax 

exceeds the minimum tax. However, 

the use of amounts carried forward 

will be limited so that the corporation 

always pays a mining tax on profit 

equal to the minimum mining tax 

calculated for the fiscal year in 

question.  
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Let’s talk   

For more information, please contact: 

 

René Albert 

514 205 5077 
rene.albert@ca.pwc.com  

Nochane Rousseau  

514 205 5199 
nochane.rousseau@ca.pwc.com  

Claire van der Tol  

514 205 5258 
claire.van.der.tol@ca.pwc.com  
 

Simon Dutil  

418 691 2462 
simon.dutill@ca.pwc.com  
 

  

 Tax News Network (TNN) provides subscribers with Canadian and international information, insight and 
analysis to support well-informed tax and business decisions.  

Try it today at www.ca.taxnews.com or 1 866 Tax News (1 866 829 6397). 
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