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A WORD FROM THE MINISTERS 

Québec’s mineral resources must be developed to create wealth for all Quebecers.  

However, the current system fails to deliver the expected benefits. In 2011, half of the mining 
companies active in Québec paid no royalties. In addition, despite record prices for many metals, 
Québec as a whole failed to benefit adequately from the development of a common non-renewable 
resource under the existing regime.   

For these reasons, our government undertook to change the royalty regime. We start from the 
principle that all mining companies must pay a fair financial compensation for the resources they 
extract and that Quebecers should reap a greater share of the profits. 

When Budget 2013-2014 was tabled, we announced that we would consult with the mining industry 
and stakeholders concerned by this issue. Accordingly, a forum on Québec’s mining royalties will be 
held on March 15, 2013. Participants will be able to give their views and make suggestions on how 
to change the regime to promote wealth creation for all. 

This paper provides information for discussion. 

At the end of this consultation, the proposals received will be studied and used as input for the 
revision of the royalty regime.  

We are convinced that this approach will be constructive and beneficial for all Quebecers. 

 

 

Martine Ouellet 
Minister of Natural Resources 

 

 

Nicolas Marceau 
Minister of Finance and the Economy
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INTRODUCTION 

The mining industry makes a substantial contribution to Québec’s economy. Accordingly, it is 
advisable to maintain a competitive and stable economic environment to ensure the continued 
development of mineral resources in Québec and to attract new investment. 

Over the years, mining companies and Quebecers have invested a lot in the development of 
mineral resources. The fruitful collaboration between mining companies and the Québec 
government has produced great achievements. In addition, Québec has introduced one of the most 
competitive tax systems in the world, particularly as far as exploration is concerned. Accordingly, 
mining activity has grown in many regions of Québec and they in turn have benefited from the 
resulting good-paying jobs. 

The mining sector has become more profitable in recent years. Prices for metals have risen 
substantially and, according to forecasts, are expected to remain higher than they were in the 
early 2000s. Since development of a non-renewable resource is at issue, it is the government’s 
responsibility to ensure that Quebecers benefit fairly from this activity. Moreover, many countries 
have reviewed their mining duties regimes in recent years. 

Today, the government wants to revise its mining tax regime so that Quebecers benefit fully from 
the value of their resources. The government is seeking a good long-term agreement with the 
mining industry to ensure stability and fairness. Accordingly, it wishes to establish a constructive 
dialogue with mining companies. 

The government will be guided by two principles in this revision: 

— first, each company that operates a mine in Québec must pay a minimum royalty to the 
Québec government in lieu of financial compensation for appropriation of the mineral 
resources that belong to all Quebecers; 

— also, the mining tax regime must be changed so that when the profits of mining companies 
increase, all Quebecers benefit from a greater share of these profits. 

Activity in the mining sector is cyclical, so it is important to act responsibly and preserve the future. 
This reform must be formulated taking into account the importance of maintaining conditions that 
foster current and future investment projects. 

As part of the forum on mining royalties to be held March 15, 2013, the government wants to hear 
the opinion of stakeholders interested in this issue. The discussion is open and we will be listening 
to the comments and proposals put forward. We invite all participants to discuss and propose 
solutions and, in so doing, to enrich our thinking.  

This paper has five sections. More specifically, section 1 gives an overview of Québec’s mining 
sector. Section 2 continues with an overview of how natural resources royalty regimes work and the 
main types of royalty regimes. Section 3 describes in broad terms how the mining tax regime 
currently in effect in Québec operates. Total tax charges on mining companies, mining taxes 
collected as well as tax assistance measures for mining exploration are described in section 4. 
Section 5 deals with matters on which the government wants to hear the opinion of stakeholders 
interested by the question of mining royalties. 
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In addition to this document, a number of recent studies are suggested for the insight they offer on 
the operation, advantages and disadvantages of the possible options for Québec’s mining tax 
regime. 

— ALLAIRE, Yvan. Une politique pour l’industrie minière québécoise, [online], 2012; 

— ALLAIRE, Yvan. Pour un nouveau modèle d’affaires dans le secteur de l’exploitation minière, 
[Presentation to the Colloque sur la politique des ressources naturelles du Québec, 
November 22, 2011, online], 2011; 

— WORLD BANK – OTTO, James et al. Mining Royalties – A Global Study of their Impact on 
Investors, Government, and Civil Society, World Bank, Washington, D.C., [online], 2006; 

— PRICEWATERHOUSECOOPERS. Analyse comparative du régime fiscal minier du Québec et de 
celui de l’Australie-Occidentale, [online], 2013; 

— PRICEWATERHOUSECOOPERS. Analyse sommaire des régimes de droits miniers de différentes 
juridictions, [online], 2013; 

— PRICEWATERHOUSECOOPERS. Canadian Mining Taxation, Digging Deeper, [online]. 2011; 

— NATURAL RESOURCES CANADA. Information Bulletin, Taxation of Mineral Income 2012 – How 
Canada Compares, [online], June 2011; 

— SECOR-KPMG ET FMC. Les redevances minières au Québec, [online], July 26, 2012. 

 

http://igopp.org/IMG/pdf/allaire-politiques_de_redevances_et_de_taxes_minieres-_mai_2012.pdf
http://www.irec.net/upload/File/Allaire221111.pdf
http://siteresources.worldbank.org/INTOGMC/Resources/336099-1156955107170/miningroyaltiespublication.pdf
http://siteresources.worldbank.org/INTOGMC/Resources/336099-1156955107170/miningroyaltiespublication.pdf
http://www.finances.gouv.qc.ca/documents/Autres/fr/AUTFR_RegimeFiscalMinier.pdf
http://www.finances.gouv.qc.ca/documents/Autres/fr/AUTFR_RegimeFiscalMinier.pdf
http://www.finances.gouv.qc.ca/documents/Autres/fr/AUTFR_RegimesDroitsMiniers.pdf
http://www.finances.gouv.qc.ca/documents/Autres/fr/AUTFR_RegimesDroitsMiniers.pdf
http://www.pwc.com/en_CA/ca/mining/publications/canadian-mining-taxation-2011-04-en.pdf
http://www.rncan.gc.ca/mineraux-metaux/industrie-marches/3726
http://www.rncan.gc.ca/mineraux-metaux/industrie-marches/3726
http://www.groupesecor.com/files/pdf2/SECOR-KPMG-FMC_Les-redevances_minieres_au_Quebec_Version_finale.pdf
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1. QUÉBEC’S MINING SECTOR  

1.1 The mineral development process 

The mineral development process includes many stages that can extend over six to ten years. 
These stages are shown in the following diagram. 

DIAGRAM 1  
 

Stages in the mineral development process (French only) 

Source: Ministère des Ressources naturelles. 

Exploration begins with the investigation of extensive territories, identification of anomalies, 
discovery of promising signs followed by the pinpointing of a mineral deposit. Exploration activities 
include prospecting, geological, geophysical or geochemical studies, drilling and digging exploration 
holes or trenches, and preliminary sampling. 

Work and studies are intensified in the development stages to confirm whether the deposit can be 
commercially developed. 

Construction and operation of the mine can then begin. Extraction, processing, transport, handling, 
storage and marketing of minerals are all part of mining operations. 

When the deposit is depleted, the tailings and the site of operations must be rehabilitated in a way 
that is satisfactory for the environment and local populations. 

Each of these phases requires experts, research techniques and distinct investors, as well as 
presenting specific challenges and involving various risks and chances of success. 
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1.2 Mineral production 

Québec’s mining sector has 23 active mines in nine regions mainly located north of the 
St. Lawrence River. These mines are operated by some twenty companies. In addition to the mines 
currently operating, several mining projects are in the preparation and development stages. 
Furthermore, nearly 200 companies are active in exploration, an activity focusing on the discovery 
or assessment of new deposits. 

DIAGRAM 2  
 

Active mines (French only) 
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Among the 23 currently active mines, metallic ore is extracted from 16 of them, accounting for the 
bulk of mineral production. For the most part, these are gold and iron mines. Many of these deposits 
contain more than one substance. 

Québec’s mineral production is diversified. Substances produced from ore mined in Québec include 
gold, iron, zinc, nickel, copper and silver. 

In quantitative terms, Québec’s mineral production, which corresponds to the value of the products 
extracted from Québec territory and sold in raw form or after being processed, reached $8.2 billion 
in 2012. Of this amount, roughly $6.3 billion was subject to the mining tax system.  

Gold and iron are Québec’s main mineral productions, with the production value of gold in 2012 
amounting to $1.5 billion and 21 million tonnes of iron ore being produced. 

TABLE 1  
 

Québec’s mineral production – 2011 and 2012 

   2011 2012 

   Quantity 
Value 

($ million) Quantity 
Value 

($ million)

Copper (tonnes)   20 043 175 24 724 197

Gold (kilograms)   26 094 1 302 28 619 1 534

Ilmenite (kilotonnes)   x x x x

Iron ore (kilotonnes)   19 808 x 20 734 x

Nickel (tonnes)   26 464 599 28 127 489

Silver (tonnes)   131 148 110 110

Zinc (tonnes)   191 120 415 206 161 400

Salt (kilotonnes)   x x x x

Cement (kilotonnes)(1)   2 657 370 2 819 390

Peat (kilotonnes)(1)   345 70 322 75

Sand and gravel (kilotonnes)(1)   21 217 110 22 281 123

Stone (kilotonnes)(1)   50 362 533 44 245 490

Coal (kilotonnes)(1)   — — — —

Other (including confidential)(2)   n.a. 4 743 n.a. 4 379

TOTAL    8 465  8 187

Substances subject to the mining 
tax regimeE    6 700  6 300

x: Confidential data. 
E: Estimate. 
Note: Preliminary data. 
(1) Substance not subject to the mining tax regime. 
(2) Some substances are subject to the mining tax regime. 
Sources: Natural Resources Canada and Ministère des Finances et de l’Économie du Québec. 
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It is worth mentioning that not all minerals are subject to the mining duties regime. So-called surface 
mineral substances, such as peat, sand (including silica sand), gravel, limestone, calcite, dolomite, 
common clay, argillaceous rock and all types of rock used as cut stone, crushed stone, silica 
mineral or for making cement are excluded from the mining duties regime. Instead, they are subject 
to the Regulation respecting mineral substances other than petroleum, natural gas and brine.1 

In comparative terms, Québec is a relatively large producer in Canada, as shown in the following 
table that compares the value of Québec’s mineral production2 with that of the major producing 
provinces and that of Canada. In 2012, Québec ranked fourth among the major producing provinces 
in terms of value of mineral production, after Ontario, British Columbia and Saskatchewan.  

The value of British Columbia’s mineral production is greater than Québec’s. However, two thirds of 
the value of British Columbia’s production is attributable to coal, a mineral substance not produced 
in Québec, while in Saskatchewan, potash dominates mineral production. 

TABLE 2  
 

Value of mineral production in Canada – 2012 
(millions of dollars)  

 Québec Ontario 
British 

Columbia Saskatchewan
Newfoundland 
and Labrador Canada

Copper 197 1 471 1 803 1 460 4 478

Gold 1 534 2 574 243 132 29 5 560

Ilmenite x — — — — x

Iron ore x — x — 2 645 5 319

Nickel 489 1 376 — — 1 104 3 418

Silver 110 147 81 1 12 664

Zinc 400 138 59 2 38 1 180

Salt x 298 — 58 — 564

Cement 390 598 x — — 1 702

Peat 75 x x x x 186

Sand and gravel 123 496 231 98 15 1 639

Stone 490 634 97 — 50 1 515

Coal — — 5 060 x — 6 389

Other (including confidential) 4 379 1 431 738 7 955 96 14 263

 8 187 9 163 8 312 8 247 4 449 46 877

x: Confidential data. 
Note: Preliminary data. 
Source: Natural Resources Canada. 

 

                                                      
1  CQLR, chapter M-13.1, r.2. 
2  The value of mineral production does not include production of oil and natural gas. 
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1.3 Comparison of mineral production in Québec and other 
countries 

Québec’s mineral production is relatively significant within Canada. However, at a global level, 
Québec is a small producer. For instance, in 2011, gold production in Québec accounted for 1.0% 
of world production and its production of iron ore, 0.7%. 

To illustrate, Québec’s iron ore production is 24 times smaller than Australia’s and 60 times smaller 
than China’s. However, this situation could change substantially once a number of projects currently 
under development become operational, thus enhancing the relative size of Québec’s production 
compared to other countries. 

TABLE 3  
 
Global production of gold and iron ore, Québec and major producing countries – 2011 

Rank Country 

Production 
(tonnes of gold or millions 

of tonnes of iron ore) Percentage of global production

GOLD  

1st China 355 13.1%

2nd Australia 270 10.0%

3rd United States 237 8.8%

4th Russia 200 7.4%

5th South Africa 190 7.0%

7th Canada (including Québec) 110 4.1%

n.a.(1) Québec 26 1.0%

 World 2 700 100.0%

IRON ORE 

1st China 1 200 42.9%

2nd Australia 480 17.1%

3rd Brazil 390 13.9%

4th India 240 8.6%

5th Russia 100 3.6%

9th Canada (including Québec) 37 1.3%

n.a.(1) Québec 20 0.7%

 World 2 800 100.0%

(1) Not applicable. 
Note: Québec is Canada’s second-largest producer of both gold and iron ore. 
Sources: USGS (global and by-country production, estimates for 2011) and Natural Resources Canada (preliminary data for 2011 for 

Québec). 
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1.4 Mining investment 

Mining investment in Québec amounted to $4.8 billion in 2012, of which 14%, or $696 million, was 
for exploration and development. The bulk of this investment was made in the regions of Abitibi-
Témiscamingue, Côte-Nord and Nord-du-Québec. 

Mining investment intentions for 2013 stand at $4.1 billion, down 16% from 2012. 

Compared to the early 2000s, mining investment has risen constantly until 2012. There are many 
reasons for this. First, favourable conditions have fostered a rise in global demand as well as high 
prices for natural resources. Furthermore, the significant efforts made in exploration over the past 
decade and the growing knowledge of Québec’s mineral potential have also helped to stimulate 
investment in the mining sector. 

CHART 1  
 

Changes in mining investment 
(billions of dollars) 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Exploration and development Mine complex development

1.3

2.02.0

1,6

1,2
1.0

0.80.70.8
1.2

3.9

2.9

4.8

4.1

1.6

1.2

IP

 

P: Preliminary data. 
I: Intentions. 
Source: Institut de la statistique du Québec. 
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1.5 Employment in the mining sector 

A study3 by the Ministère des Ressources naturelles estimated that mining activity generated more 
than 34 000 jobs in Québec, including indirect jobs and those associated with spinoffs from mining 
investments. 

The mining sector is important to economic activity in the regions. It directly employed nearly 
17 000 people in 2011, chiefly in the regions of Abitibi-Témiscamingue, Côte-Nord, 
Nord-du-Québec and Montérégie (smelting, refining and processing). 

The Ministère des Ressources naturelles study estimated that in 2008, activities related to mining 
production in Québec generated the equivalent of 14 000 indirect jobs among suppliers. Almost 
70% of these indirect jobs were in the services sector. 

Mining investments in capital assets and repairs also generated the equivalent of 3 600 direct and 
indirect jobs across Québec. 

CHART 2  
 

Direct employment in the mining sector by administrative region in 2011 
(person-year equivalent) 

3 275 3 560 3 219

1 311

5 133

Abitibi-
Témiscamingue

Côte-Nord Montérégie Nord-du-Québec Rest of Québec

 

Sources: Institut de la statistique du Québec and Ministère des Finances et de l’Économie du Québec. 

In the regions of Abitibi-Témiscamingue, Côte-Nord and Nord-du-Québec, mining sector jobs are 
very well-paid. In 2011, the average annual salary in the mining sector was nearly $96 000 in the 
Abitibi-Témiscamingue region, approximately $108 000 in Côte-Nord and $110 000 in 
Nord-du-Québec.4 

                                                      
3  MINISTÈRE DES RESSOURCES NATURELLES ET DE LA FAUNE, Profil des retombées économiques des activités et des 

investissements du secteur minier au Québec, Gouvernement du Québec, May 2011. 
4  Source: INSTITUT DE LA STATISTIQUE DU QUÉBEC, Recensement annuel des mines, des carrières et des sablières. 
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1.6 Economic context 

In general, prices for metals and minerals have risen substantially since the early 2000s. In the case 
of iron ore and copper, prices reached historical highs in early 2011. 

The mining industry is cyclical: it is heavily influenced by global demand for ore. The Chinese 
economy’s decelerating growth since 2010, and especially since the first quarter of 2011, the 
economic and financial difficulties in the euro zone as well as the slower recovery in the United 
States than expected have slowed growth in demand for raw materials. 

In this context, prices for minerals fell in late 2011 and the first half of 2012. Despite this decline, 
which was offset to a large extent in late 2012 and early 2013, prices of metals and minerals 
remained at levels much higher than in the early 2000s. 

Large mining projects should be completed over the coming years, thus ensuring adequate long 
term supply. However, demand and rising costs faced by many mining companies will exert upward 
pressure on metals prices. 

 Demand is expected to support the price of iron 

In recent years, the rise in iron ore prices was a positive influence on decisions to move ahead with 
mining projects that will come into production in the short and medium term. In the next few years, 
global demand will continue to grow, but at a slightly slower pace than growth in supply.5 

According to the consensus price estimates taken from forecasts by 13 financial institutions,6 the 
price of iron ore is expected to hold at roughly US$130 per tonne in the short term. 

                                                      
5  Analysis by KPMG, November 2012: www.kpmg.com/AU/en/IssuesAndInsights/ArticlesPublications/commodity-

insights-bulletin/Documents/commodity-insights-bulletin-iron-ore-2012-q3.pdf 

 Forecasts by Roskill Information Services, a consultancy, are similar: www.miningweekly.com/article/iron-ore-prices-
to-remain-volatile-to-2020-report-2012-11-15 

6  According to the consensus price published by Metal Expert Research in January 2013: 
http://metalexpertresearch.com/research/en/global_iron_ore_price_forecast_january_2013.html?OpenDocument 

 The consensus price published by the Metal Bulletin in November 2012 (13 institutions) is in line with that:  

 www.metalbulletin.com/Assets/pdf/MBIO/2012/Iron_Ore_Consensus_Forecasts_Q4_2012.pdf 
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CHART 3  
 

Price of iron ore – 2000-2013 

CHART 4  
 

World supply of and demand for iron(1)
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Source: Bloomberg. 

 

 

(1) On the seaborne market. 
Source: Morgan Stanley. 
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 The relatively high gold price 

Over the past two years, demand for gold by the public sector, mainly central banks, has been 
remarkably high, and demand for gold as an investment asset has remained strong, helping to 
support prices for this metal.  

— Indeed, during this period, the value of the yellow metal fluctuated within a band of 
approximately US$1 560 to US$1 780 per ounce, despite the downward trend in U.S. interest 
rates and an increase in central bank gold reserves. 

In the short term, low interest rates as well as modest economic growth in advanced economies 
should help keep the price of gold above US$1 500 per ounce. 

CHART 5  
 

Gold price – 2000-2013  

CHART 6  
 

World demand for gold 
(US dollars per ounce) (tonnes) 
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Source: Morgan Stanley. 
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2. ROYALTY REGIMES 

2.1 Characteristics of types of royalty regimes 

There are a variety of forms of mining royalty regimes. The most common types of regimes are the 
following: 

— Royalties based on specific units (volume or weight); 

— Ad valorem royalties based on the gross value of production; 

— Royalties or taxes based on mining profits; 

— Royalties or taxes based on the resource rent; 

— Hybrid regimes combining ad valorem royalties and royalties or taxes based on profits or on 
rent. 

Each of these regimes has advantages and disadvantages. 

Regime based on specific units. This is generally suitable for bulk raw materials of low value or 
requiring little processing, such as surface mineral substances, for instance sand, gravel, stone, etc. 
It results in stable revenue, has the advantage of being transparent and requires few checks to 
ensure the accuracy of amounts reported. It would not apply in the case of metallic minerals, in 
particular because they can be sold on the market only after being processed to extract marketable 
substance(s). 

Regime based on the gross value of production (ad valorem). It provides the government with 
stable cash flows – mining companies pay a royalty regardless of their level of profitability. It is fairly 
simple to administer, but the application of a single rate limits the incentive to invest in downstream 
processing activities. That is why many jurisdictions adjust the rate depending on the degree of 
processing or define the basis on which the royalty is charged taking into account certain costs 
incurred by mining companies. However, according to a recent study,7 this type of regime is less 
efficient in terms of economic allocation. It remains the most commonly used form of mining tax. 

Regime based on profits. It is based on the calculation of mining income minus operating costs 
and a series of allowances relating to mining assets and work, to establish the value of the resource 
at the point of extraction. It generates unstable revenue for the government because during the first 
years of operation, royalties or taxes paid by mining companies may be low, or even non-existent. 
According to a recent study,8 it is highly efficient in terms of economic allocation, adjusting to 
prevailing market conditions. This regime suffers from poor transparency and is usually more 
complex to apply and monitor, requiring efficient tax administration. 

Regime based on rent. It generally applies to a portion of income in excess of a yield threshold. It 
results in a better sharing of profits from exploitation of the resource and is very efficient in terms of 
economic allocation. However, it is complex to implement and requires the formulation of tax 
concepts underlying the notion of rent. 

                                                      
7  International Mining for Development Centre, Mineral royalties and other mining-specific taxes, 2012. 
8  International Mining for Development Centre, Mineral royalties and other mining-specific taxes, 2012. 
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Hybrid regime. It generally combines a specific minimum royalty and a tax based on profits or rent. 
The goal is to limit the risk that the government receives nothing when the mining company does 
not make a profit. This regime features the same advantages and disadvantages as its constituent 
regimes. 

Table 4 illustrates the performance of various types of royalties and taxes compared to the 
government’s fiscal objectives. 

TABLE 4  
 

Qualitative assessment of the performance of various types of royalties and taxes 
compared to government’s major fiscal objectives  

Types of 
royalty and 
tax 

Maximizing 
revenue  

Optimal tax 
base 

Efficiency of 
economic 
allocation 

Revenue 
stability Fairness

Transparency 
and stability 

Administrative 
efficiency

Specific unit     
   

Ad valorem 
(value- 
based) 

       

Based on 
profits        

Based on 
rent    

  
  

Hybrid        

Legend:   Very low Low Average High Very high 

Source: International Mining for Development Centre, Mineral royalties and other mining-specific taxes, 2012. 
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2.2 An overview of mining duties regimes outside Québec 

Mining duties regimes differ from one state to another. They depend on each country’s actual 
situation and objectives. As a result, regimes vary greatly, both in terms of their components and 
their royalty rate. 

The following table provides an overview of the mining duties regimes in force in Canada and in 
other countries. 

TABLE 5  
 
Mining duties regimes applicable outside Québec  

 Mining duties regime

Canadian provinces 

Alberta Hybrid: ad valorem (1%) or on profit (12%) 

British Columbia Profit: 2% or 13%

Manitoba Profit: 10% to 17%, depending on the mining profit earned 

Nova Scotia Profit: the greater of 2% of net income or 15% of net earnings 

New Brunswick Profit: 16% of net profit > $100 000 
Min. 2% of net income except in the first two years

Ontario Profit: 10%

Saskatchewan Profit (5%) and ad valorem (floating rate)

Newfoundland and 
Labrador Hybrid: profit (15%) and specific (20%)

Country 
South Africa Ad valorem: 0.5% to 7%

Australia Federal: MRRT(1) (22.5 %); states: extracted volume, profit and ad valorem

Brazil Ad valorem: 1% to 2% of adjusted income

Chile Profit: 0% to 14%, depending on sales and profitability

Colombia Ad valorem: 4% to 12% 

Peru Profit: 1% to 12% (mining royalties) 2% to 8.4% (special tax)

 4% to 13.2% (special contribution) royalties and tax varying according to operating margin 

(1) Mineral resource rent tax.  
Source: PricewaterhouseCoopers, Analyse sommaire des régimes de droits miniers de différentes juridictions, 2013. 
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3. QUÉBEC’S MINING TAX REGIME 

The mining tax regime now in force in Québec taxes mining profits at the rate of 16%. The regime 
applies on a mine-by-mine basis, such that a loss sustained by one mine may not reduce the profit 
derived from another mine. 

An operator establishes the profit from a mine based on the gross value of annual production of the 
mine, which corresponds essentially to the income that the company operating the mine derives 
from the sale of mineral ore and any other product resulting from the processing or transformation 
of the ore. It subsequently subtracts certain expenses and allowances attributable to the mine. It 
then determines its mining profit, which corresponds to the overall profits from each of the mines 
that it operates less certain expenses and allowances not attributable to one mine in particular. The 
16% rate applies to the mining profit. 

The following table illustrates the functioning of Québec’s mining tax regime. 

TABLE 6  
 
Illustration of the functioning of the current mining tax regime 

  2011 

 Gross value of annual production of the mine 7 308 

 Less:  

 – Production costs 

 – Processing costs 

 – Administrative expenses 

4 378 

 

  

= Annual profit of the mine before allowances 2 930 

 Less:  

 – Depreciation allowance  158 

 – Post-production development allowance 51 

 – Processing allowance 258 

 – Other allowances and deductions  73 

 
  

= Annual profit of the mine 2 390 

= Total annual profit of each mine  

 Less:  

 – Exploration allowance(1) 6 

 – Pre-production development allowance(1) 58 

 
  

= Operator’s annual mining profit (or annual loss(2)) 2 326 

x 16% (15.1% weighted in 2011)  

= Mining tax(3)  351 

(1) The allowances apply to the amount of the annual profit of each of the mines since they are not attributable to an active mine. 
(2) In the case of an annual loss, the operator might be entitled to a refundable duties credit for a loss according to pre-production 

development expenses and, solely in the case of an eligible operator, the operator’s exploration expenses. An eligible operator is an 
operator that is not developing any mineral substance in reasonable commercial quantities and is not associated with an entity that 
develops a mineral substance in reasonable commercial quantities. 

(3) Or the refundable duties credit for loss, as the case may be. 
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Allowances under the mining duties regime 

The mining duties regime makes provision for allowances intended to acknowledge certain expenses and 
avoid taxing the added value induced by processing activities. 

Depreciation allowance 

Operators may take advantage of a depreciation allowance in respect of acquisitions of capital property 
used in the mining operation, including a road, a building, equipment and service property. Generally 
speaking, property acquired after March 30, 2010 may be depreciated at the 30% rate.  

Post-production development allowance 

Operators may take advantage of a post-production development allowance. The development expenses 
incurred after the coming into production in reasonable commercial quantities of a mine in Québec are 
included in the separate cumulative account for each of the operator’s mines located in Québec. The 
expenses eligible for the allowance include sinking or excavating a mine shaft, an adit or other 
underground entry designed for continuous use built or excavated after the mine came into production in 
reasonable commercial quantities or to extend such a shaft, adit or underground entry. The expenses 
eligible for the allowance are not eligible for the refundable duties credit for losses. The allowance must 
be equivalent to the lesser of the following amounts: 30% of the balance of the cumulative account of the 
post-production development expenses of the mine and the amount of the annual profit of the mine 
calculated before this allowance, the processing allowance, the additional depreciation allowance, and 
the additional allowance for a mine situated in Northern Québec. 

Processing allowance 

The processing allowance is intended to remove the tax on profit induced by the processing or 
transformation of mineral ore by granting a theoretical yield of 7% to processing property in respect of 
property used in the applicable processing when the operator engages solely in concentration (including 
the smelting or refining of gold and silver), 13% for property used in the applicable processing when the 
operator engages in smelting or refining (excluding the smelting or refining of gold and silver) or 7% for 
property used to concentrate mineral ore that the operator neither smelts nor refines. The amount of the 
processing allowance that may be deducted is limited to 55% of the annual profit of the mine calculated 
before the allowance, the additional depreciation allowance and the additional allowance for a mine 
situated in Northern Québec. 

Additional depreciation allowance 

The additional depreciation allowance was implemented in order to recognize the importance of major 
investments made in Québec. The allowance applies to a processing plant and is deducted in the 
calculation of the annual profit of a mine from which the mineral ore is processed by the plant. It is 
equivalent to 15% of the capital cost of assets eligible for a depreciation allowance, without exceeding 
the annual profit of the mine calculated before the allowance and the additional allowance for a mine 
situated in Northern Québec. The property covered by the allowance must have been acquired after 
March 25, 1997 and prior to April 1, 1998 (the initial period) and the total capital cost of such eligible 
assets must exceed or be equivalent to $300 million. The total capital cost of such eligible assets is 
limited to $350 million. An operator that acquired such eligible assets during the initial period benefited 
from a new period of eligibility (from 2004 to 2007) to acquire eligible assets and the total capital cost of 
such eligible assets had to exceed or be equivalent to $150 million. The total capital cost of such eligible 
assets is limited to $200 million. 

Moreover, the total additional depreciation allowance may not exceed $50 million per fiscal year. Lastly, 
the cumulative total of the additional allowance may not exceed $550 million. 
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Allowances under the mining duties regime (continued) 

Additional allowance for a mine situated in Northern Québec 

The additional allowance for a mine situated in Northern Québec is intended to take into account the high 
costs stemming from the coming into production of a mine situated in the North. Accordingly, the mining 
tax regime makes provision for an allowance for a new mine that comes into production in reasonable 
commercial quantities after March 30, 2010 of:  

– $2 million for each mine situated in the Near North, up to a maximum of the annual profit of the mine 
before the allowance;  

– $5 million for each mine situated in the Far North, up to a maximum of the annual profit of the mine 
before the allowance.  

The allowance is applicable in the calculation of the profit from the new mine during a 36-month period 
starting on the date of coming into production in reasonable commercial quantities of the mine.  

Exploration allowance 

The government offers operators an exploration allowance to support exploration projects. The expenses 
eligible for the allowance are surface and underground exploration expenses (expenses financed through 
flow-through shares are excluded). Exploration expenses incurred in Québec’s Near North and Far North 
are increased by 25%. 

The annual allowable deduction in respect of the exploration allowance is limited, for an operator other 
than an eligible operator,1 to the lesser of: 10% of the profit calculated before this allowance and the 
pre-production development allowance, or the balance of the cumulative account for eligible expenses 
incurred by this operator. For an eligible operator, it is limited to the balance of the cumulative account for 
eligible expenses incurred by this operator. 

Pre-production development allowance 

Pre-production development expenses are expenses incurred to bring a new mine that supplies a mineral 
substance in Québec to the production stage in reasonable commercial quantities.  

The amount that an operator may deduct in respect of the pre-production development allowance must 
not exceed its cumulative pre-production development expenses at the end of the fiscal year. The 
expenses eligible for the allowance are eligible for the refundable duties credit for losses. 

1 An eligible operator is an operator that is not developing any mineral substance in reasonable commercial quantities and that is not 
associated with an entity that develops a mineral substance in reasonable commercial quantities. 

The refundable duties credit for losses 

The refundable duties credit for losses allows an operator that incurs in the course of a fiscal year pre-
production development expenses and, in the case of an eligible operator, exploration expenses, to 
obtain a refund equivalent to a portion of the eligible expenses incurred if the operator sustains a loss in 
the fiscal year. The rate of the credit is equivalent to 16%. 
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4. MINING DUTIES AND FISCAL LEVIES 

4.1 Changes in mining duties 

The following table summarizes the tax results declared by mine operators between 2000 and 2011. 

TABLE 7  
 

Data pertaining to operators: 2000 to 2011 
(millions of dollars) 

Year 

Gross value 
of annual 

production 

(GVAP) 

Eligible 
overall 

allowable 
costs  

Gross 
margin 
before 

allowances
Depreciation 

allowance

Mining 
exploration 

and
development 

allowances
Processing 

allowance

Other  
allowances 

and 
deductions 

Net 
annual 

profit 

Duties 
pay-
able 
(net)

% duties
 / GVAP 

(%)

2000 2 578 1 799  779 224 177 152 122  104  18 0.69

2001 2 573 1 877  696 178 88 176 156  96  15 0.59 

2002 2 423 1 816  607 240 97 167 79  25  13 0.52 

2003 2 226 1 755  470 162 157 102 15  31  11 0.51 

2004 2 567 1 645  923 394 110 176 107  137  21 0.82 

2005 2 654 1 693  961 232 148 144 160  277  39 1.47 

2006 3 137 1 854  1 282 365 184 169 112  454  64 2.03 

2007 3 785 2 046  1 739 921 318 120 45  335  46 1.22 

2008 4 722 2 716  2 007 573 338 167 92  837  108 2.30 

2009 3 983 2 791  1 192 262 340 93 4  494  61 1.53 

2010 5 754 3 172  2 583 276 106 162 47  1 992  275 4.78 

2011 7 308 4 378  2 930 158 138 258 73  2 326  351 4.80 

TOTAL 43 710 27 542  16 168 3 984 2 201 1 887 1 010  7 107 1 022 
Note: Since the amounts are rounded, they may not add up to the total shown. 
Source: Ministère des Ressources naturelles du Québec. 

During this period, mine operators declared $43.7 billion in gross value of annual production, i.e. the 
value of mineral substances and processing products sold. The gross value was fairly constant 
between 2000 and 2005 but gradually increased starting in 2006 when the prices of most mineral 
substances were rising. Between 2006 and 2011, the gross value of annual production has more 
than doubled, from $3.1 billion to $7.3 billion. 

The regime made provision for a depreciation allowance in respect of total investments made to 
acquire mining assets. The allowance represented 100% of the capital cost of the property acquired 
before March 31, 2010, and 30% since then. Between 2000 and 2011, the amount of the 
depreciation allowance stood at $4 billion. 

Mining exploration and development allowances covered investments incurred by operators to 
engage in mining work. Such allowances totalled just over $2 billion for the period 2000-2011. 

In short, the regime in force compensated mine operators as a result of deductions totalling over 
$6 billion for the investments that they made during the period 2000-2011. 
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The industry’s profits literally exploded, in particular those of the four main producers. 
Between 2006 and 2011, with a gross margin of over 40%, the notion of super profits emerged. It is 
now the responsibility of the government to ensure that Quebecers receive their fair share. 

4.2 An imperfect regime 

While the mining taxes collected have increased, half of mining companies did not pay mining 
duties in 2011. The annual mining profit of such companies was nil, either because they were not 
profitable or because they were commencing commercial exploitation and the deductions and 
allowances that they obtained under the mining regime reduced their mining profit to zero. Indeed, 
in order to recognize the investments that operators make, the Québec mining tax regime allows 
them to recover part of their investment before they are obliged to pay mining duties. 

Mining companies that paid mining duties in 2011 account for 81% of the gross value of annual 
production. The mining tax paid, expressed as a percentage of the gross value of annual 
production, shows that the companies paid to the government the equivalent of 5.9% of the gross 
value of their production. 

TABLE 8  
 

Number of companies, mining tax and total gross value of annual production – 2011 

GVAP(1) 

  

Number 

of 
companies

Mining tax 
($ million) ($ million)  (%)

Mining 
tax (as a 

% of 
GVAP)

Operating companies that paid mining tax 10 351(2) 5 905  81% 5.9%

Operating companies that did not pay mining tax 10 —(2) 1 403  19% —

TOTAL  20 351(2) 7 308  100% 4.8%

(1) Gross value of annual production. 
(2) The refundable duties credit for losses is excluded. The amount is established using the mining tax returns of companies compiled during 

the calendar year and according to the date of their fiscal year end. 
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4.3 Overall fiscal levies on mining companies 

In addition to mining duties, the government collects fiscal levies from mining companies, i.e. 
corporate tax, employer contributions to the Health Services Fund (HSF) and, until 2010, the capital 
tax. 

TABLE 9  
 

Fiscal levies and mining tax collected from mining companies 
(millions of dollars) 

 2008 2009 2010P 2011P 

Fiscal levies  

Number of companies 452 439 443 n/a(1)

Corporate income tax 71 7 75 n/a(1)

Capital tax 27 20 7 n/a(1)

Employer contributions to the HSF 44 43 41 n/a(1)

Subtotal – fiscal levies 142 70 123 n/a(1)

   

Mining tax regime   

Number of companies(2) 215 207 208 221 

Producing firms   

Gross value of production 4 722 3 983 5 754 7 308 

Mining profit 837 494 1 992 2 326 

Mining tax declared 114 62 279 351 

Duties credits claimed -5 -1 -4 -1 

Net mining tax – producing firms 108 61 275 351 

Eligible operators   

Duties credits claimed -28 -15 -12 -14 

Subtotal – mining tax regime (net) 81 45 263 337 

TOTAL 223 115 386 n/a 

P: Preliminary data. 
Note: Fiscal levies for 2010 and data for 2011 concerning the mining tax regime are preliminary. 
(1) Not available. 
(2) The number of companies corresponds to the number of separate companies that filed a mining tax return including, in particular, eligible 

operators (exploration). Each company is considered in respect of levies under the corporate taxation system. On the other hand, the 
number of mining companies considered to calculate the fiscal levies exceeds the number of companies covered by the mining tax 
regime for several reasons. For example, certain mining companies engaged in exploration do not file a mining tax return, a mine may be 
operated by a company that is part of a group of companies, all of which are in the mining sector, or enterprises in the mining sector 
(sand, quarries, and so on) may not be subject to the mining tax regime. 
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Tax assistance to foster mining operations 

Refundable tax credit relating to resources 

The refundable tax credit relating to resources is a form of tax assistance that supports mineral 
exploration. The tax measure mainly applies to mining companies.  

The refundable tax credit relating to resources was implemented in 2001. Briefly, expenses eligible for 
the tax credit are those incurred in respect of mining, oil or gas exploration work in Québec and those 
related to renewable energies and energy conservation.1 

The rates of the tax credit have varied over the years. At present, the rate may reach up to 38.75% of 
allowable expenses. The base rate is 15%. The rate is increased to 35% for companies that do not 
exploit a mineral resource, oil or gas well and that are not related to a company that exploits a mineral 
resource or an oil or gas well (a company that does not exploit any mineral resource). Moreover, the 15% 
and 35% rates are increased to 18.75% and 38.75%, respectively, in respect of eligible expenses 
incurred in the Near North or the Far North.  

Starting January 1, 2014, the rates of the tax credit will be reduced in respect of exploration work. The 
base rate will decrease from 15% to 10%. The rate for companies that do not exploit any mineral 
resource will decrease from 35% to 25%. The rates applicable to eligible expenses in the Near North or 
the Far North will decrease from 18.75% (increased base rate) and 38.75% (companies that do not 
exploit any mineral resource) to 13.75% and 28.75%, respectively. However, a company may take 
advantage of the rates in effect before January 1, 2014 in exchange for an option to the government to 
take an equity participation in the mining operation. 

Specific rates are also applicable to expenses related to renewable energies, energy conservation and 
eligible expenses in respect of free stone. 

Flow-through shares 

The flow-through share, or flow-through share financing, regime seeks to promote the financing of mining 
companies. It allows a taxpayer who acquires a flow-through share to take advantage of a deduction 
equivalent to 100% of the acquisition cost if the financing thus obtained by the issuing company is used 
to cover the cost of exploration or development work related to a mineral, oil or gas resource incurred in 
Canada and if the expenses thus incurred are subject to a waiver in favour of the shareholder. 
Furthermore, an individual investor may take advantage of two other deductions: 

– an additional deduction of 25% if the exploration expenses are incurred in Québec by a company that 
does not exploit any mineral resource; 

– an additional deduction of 25% in the case of surface exploration, which brings the total possible 
deduction to 150% of the cost of the investment. 

Tax expenditures pertaining to the mining industry 
(millions of dollars) 

   2008E 2009E 2010P 2011P 

Tax credit relating to resources   151E 108E 140E 170E 

Flow-through shares   27E 21E 43E 45E 

TOTAL   178E 129E 183E 215E 

E: Estimates. 
P: Projections. 
Source: Ministère des Finances et de l’Économie du Québec, Dépenses fiscales – Édition 2012, Gouvernement du Québec, 

March 2013. 

 

1 On November 1, 2001, the scope of the tax credit was broadened to include another type of natural resource, i.e. free stone. 
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4.4 The share collected by governments 

Mining companies operating in Québec are subject to Québec and federal income tax and the 
Québec mining tax. Consequently, governments collect 38.6% of the taxable income of mining 
companies. 

TABLE 10  
 
Combined statutory effective taxation rates of corporate income tax and the mining duties 
regime – 2013 

Québec’s mining tax regime in force 

Federal corporate income tax 15.0%

Provincial corporate income tax 11.9%

Mining tax 16%

Deductibility of mining tax for the purposes of calculating income tax (4.3%)

MAXIMUM MARGINAL RATE – INCOME TAXES AND MINING TAX 38.6% 

Note: For profitable companies, assuming mining profit is equivalent to the company’s taxable income. 
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5. CONSULTATION 

5.1 Underlying principle 

The underlying principle that will guide the government in the revision of the mining tax regime is 
clear. Since mineral resources belong to Quebecers and have a value, all companies that operate a 
mine in Québec must pay a royalty for the resource mined. 

At the same time, the government’s choice respecting a mining tax policy must take into account 
the fiscal objectives indicated below. 

 Adequate sharing of economic rent 

The new mining regime must ensure better sharing of economic rent between Quebecers and 
mining companies. 

When the price of mineral substances is very high, the profits of mining companies increase and 
they exceed a certain threshold, the government must collect a portion of the windfall profits 
obtained. Mining companies quite rightly maintain that such surpluses compensate periods during 
which the prices of mineral substances are falling or during which they plan to make major 
investments. The new regime must, therefore, maintain a balance between taxation and windfall 
profits and the maintenance of the Québec’s attractiveness as regards to investment and 
exploitation. 

 Optimum taxation base 

The new regime must maintain a taxation base that generates sufficient income to develop a 
collective resource. It must encourage the influx of additional capital for the purposes of exploration 
and the development of mine projects, which, ultimately, engender a multiplier effect. Since market 
prices are not always high and super profits are not guaranteed, the taxation base chosen in the 
form of a royalty or specific tax must be self-sufficient in the absence of windfall profits. 

 Economic efficiency of the taxation system 

 Stability of income 

The new royalty regime must generate steady revenue. However, taxes calculated according to 
profit or based on economic rent offer less stability than other types of regimes. 

 Fairness 

The notion of fairness must be apparent in the new mining regime: 

— companies that generate the same amount of economic rent should be subject to the same 
taxation rate; 

— each company should contribute to the payment of royalties or specific taxes in proportion to 
the results of their operation, regardless of the level of rent. 
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 Transparency and stability 

The implementation of a new regime must enable mining companies to predictably assess in the 
long term the tax burden associated with their activities. 

The new mining regime must be transparent for Quebecers. It could draw inspiration from the new 
disclosure rules that will be introduced shortly in the United States.  

Furthermore, several countries are participating in the Extractive Industries Transparency Initiative 
that makes provision, among other things, for the full, regular publication of all significant revenues 
that governments receive from mining companies. Given that the resource extracted belongs to the 
community, the latter should have access to data specific to extraction activities and also to the tax 
arrangements agreed upon between the government and the companies, for the purpose of 
assessment. The new regime might also draw inspiration from this initiative. 

 Administrative efficiency 

The application of the new regime must be simple both for mining companies and for the machinery 
of government. However, this choice must not be made to the detriment of economic efficiency. 

Moreover, this concern must not engender exploitation of resources that does not generate spinoffs 
for Québec as a whole, in particular the payment of mining royalties. 

 Competitiveness 

The new regime must enable companies operating in Québec to be competitive. Some of them also 
operate elsewhere in the world. They must remain competitive in Québec to maintain their activities 
and attract investments here from their head offices. 

While Québec has recently tightened certain requirements in the realm of mining taxation, it levies 
on mining companies a tax burden lower than that levied by numerous other jurisdictions. Given the 
significant increase in the prices of mineral substances since the early 2000s and current forecasts, 
many jurisdictions have reformed their mining taxation regimes or are contemplating doing so. 

According to Ernst & Young,9 in 2010-2011 alone, at least 25 countries and jurisdictions increased 
their royalties or mining taxes or were contemplating doing so. 

For example, Australia announced a tax on super profits in 2012, Peru raised its mining taxes 
in 2011 and established a tax on super profits,10 Tanzania is also contemplating the creation of a 
tax on super profits,11 and India has established a task force to propose ways of increasing taxes 
and mining royalties. Provincial governments have suggested drawing inspiration from the 
Australian reform,12 in 2011 China increased its taxes on certain mining activities, and Zimbabwe 
raised its mining tax rate in 2012.13  

Other countries such as Chile, the Democratic Republic of the Congo, Ghana, Mongolia, the 
Philippines, Poland and the United States have amended their taxation systems in respect of mining 
companies or have announced that they intend to do so. 

Based on these principles and such questioning, the Québec government deems it important to 
establish a constructive dialogue with the mining industry. 

                                                      
9  http://www.ey.com/GL/en/Industries/Mining---Metals/Business-risks-facing-mining-and-metals-2011-2012 
10  www.mineweb.com/mineweb/content/en/mineweb-political-economy?oid=136463&sn=Detail 
11  www.ey.com/Publication/vwLUAssets/Business-risk-facing-mining-and-metals-2012-2013/$FILE/Business-risk-facing-

mining-and-metals-2012-2013.pdf 
12  MINING WEEKLY, India working on mining tax, [online], March 20, 2012. 
13  www.kubatana.net/docs/econ/min_fin_budget_2012_111124.pdf. 

http://www.miningweekly.com/article/india-working-on-mining-tax-2012-03-20
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5.2 Different options contemplated 

The Québec government wishes to enhance the sharing of the wealth created through mineral 
resource development in Québec’s territory. To this end, different options are possible. 

The choice of a hybrid regime comprising two components seems the most relevant in order to 
combine the benefits of each regime: 1) guaranteed minimum revenue and 2) proper sharing of the 
rent. 

First component: Guaranteed minimum revenue: Ad valorem royalty 

To attain the objective of a guaranteed minimum revenue, the ad valorem royalty is the best regime. 
It is a question of applying a percentage that might, for example, represent 5% of the gross value of 
annual production of mining companies.  

The royalty might be adjusted, for example by adjusting the rates for the products to which value 
has been added or by defining the base on which the royalty is levied in order to avoid penalizing 
processing activities. The amount obtained would meet the government’s objectives and rules of 
good practice and be representative of the compensation that the government requires for the 
resources that mining companies extract. The royalty would, as it were, represent a minimum 
amount that any company that operates a mine in Québec must assume and would thus guarantee 
constant revenues for the government. Once the mechanism has been established, it might be fairly 
simple to administer such a royalty.  

The ad valorem royalty could, depending on the approach adopted, be deducted in the calculation 
of the second component on sharing the rent. 

Second component: Sharing of the rent 

To ensure that mining companies pay higher royalties when their profitability is high, several 
approaches can be considered. 

A regime based on the mining tax according to the profit margin 

The mining tax calculated on the annual profit would have the same tax base as that applicable for 
the calculation of mining duties under the current regime. However, the rates applicable for the 
calculation of the mining tax would be progressive, by bracket, based on a certain level of 
profitability. Accordingly, the higher an operator’s profitability, the higher the marginal taxation rate 
(now 16%) applicable to mining profit would be.  

An operator’s profitability would be determined according to its profit margin, which could 
correspond to the proportion that the operator’s annual profit represents in relation to the value of 
production at the mine shaft of all of the operator’s mines.  
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The value of production at the mine shaft of a mine could correspond to the surplus of the gross 
value of annual production of the mine in relation to the total expenses related to processing 
activities, handling, transportation, storage and marketing of the mineral ore, the portion of 
administrative expenses related to such activities, the depreciation allowance for property used in 
processing, and the processing allowance, attributable to the mine. This approach would make it 
possible to gradually increase the share of fiscal levies. It displays a high degree of economic and 
fiscal efficiency and allows for optimum sharing of the rent. Under this approach, an operator would 
be bound to pay mining duties corresponding to the higher of the ad valorem royalty and the mining 
tax calculated on the annual profit. 

A regime based on the rent 

Here, it is proposed to establish a royalty based on the rent, i.e. on the profits beyond an acceptable 
yield level according to risk. 

This formula has the advantage of maximizing government revenues when windfall profits occur. It 
is highly efficient from the standpoint of economic allocation and fairness. However, it must include 
clear definitions and a properly structured methodology in order to streamline its administration. 

The rent could apply beyond the anticipated yield of the investment. To ensure that the operator 
obtains such a yield, profits from its activities would not be taxed up to a maximum of the annual 
deductions representing the anticipated yield from the operator’s invested capital, amortized over a 
period of a useful life.  

The capital invested by companies would be established as follows: the amount of the cost of 
mining development work that led to the operation of their mine and the cost of the mining assets 
acquired. The capital invested, considered annually, would be amortized over an average useful life 
of a mine. 

The rent would be calculated thus: the mining profit less the deduction for yield. The profit would 
encompass overall production costs and the depreciation on property and work. If a mining 
company recorded additional profits once the ad valorem royalty was deducted, a 30% taxation rate 
would be applied to its super profits. A mining company that does not record a sufficient profit one 
year would not lose the right to use the deduction, since it could carry it over to subsequent years. 

The formula proposed is independent of the financing structure, which allows mining companies full 
latitude in this respect. 
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