
René Branchaud

Partner, Lawyer

Éric Gélinas

Counsel and Lawyer

Mining industry: reduction of red tape aimed at
facilitating lithium exploration in Quebec
November 1, 2023

Authors

Canada’s finance minister unveiled a series of legislative proposals on August 4, 2023 aimed at
making significant changes to the flow-through share regime, particularly as regards lithium
exploration. Although a number of these changes had already been announced in the 2023 federal
budget, e.g. the inclusion of lithium brine in the “mineral resources” definition, they had not really
affected junior exploration companies in Quebec since this type of lithium is virtually non-existent in
the province.

More targeted change

However, the recent proposals include a more targeted change for mining companies exploring for
traditional “hard rock” lithium, which is much more common in Quebec.

These proposals include amending the definition of “mineral resources” to systematically
includetraditional hard-rock lithium in the list set out in section 248 of the Income Tax Act (the “Act”).

The consequences

As a consequence of this change, the requirement for mining companies to obtain a certificate
issued by Natural Resources Canada will be eliminated. The application process for this
certificate represented a heavy administrative burden for exploration companies. Moreover, lengthy
processing times often delayed the conclusion of flow-through share subscription agreements.

This change is a timely one: growing numbers of companies are refocusing on exploring for lithium
rather than for more traditional metals such as gold. This reflects not only the market’s infatuation
with lithium, but also the recent 30% tax credit potentially available to investors incurring mining
exploration expenses involving critical metals.
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Proceed with caution

For the time being, however, these legislative proposals only apply to lithium; they do not cover all
critical minerals. Mining exploration companies should proceed with caution if they plan to explore
for other types of critical minerals such as graphite and rare earth elements, for example. This is
because a mineral resources certificate issued by Natural Resources Canada may still required in
those cases.

Our team of professionals specializing in securities, mining law and taxation is available to answer
any questions you may have concerning this new measure and to guide you in arranging a
successful flow-through financing.
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