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What are
Flow-Through Shares?

A Flow-Though Share is a type of common share allowing Canadian resource 
companies to transfer (or “renounce”) to investors their tax deductions related to 
resource exploration. Investors, in turn, can claim them against their own personal 
or corporate income tax.  

The flow-through program is an incentive devised by the Canadian federal 
government. The program helps Canadian companies fund resource exploration in 
anticipation that these companies will find deposits, extract them, and in the 
process support remote communities, providing jobs for people that might 
otherwise be unemployed. The activity benefits the Canadian economy, Canadian 
people and is a successful program which has been in the Canadian Income Tax 
Act since 1977.
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Benefits of Investment in Flow-
Through Shares

● Shelter income at highest marginal rate
● Convert income to capital gain at disposition
● Tax savings provide downside protection against 

adverse investment performance
● Up to 100% income tax deduction from any 

Canadian source (Canadian Exploration Expense 
”CEE”)

● Plus: Mineral exploration results in additional 
federal Mineral Exploration Tax Credits (“METC”) –
and potentially, extra Provincial tax credits

● Pre-existing capital losses can be used to offset 
capital gains from flow-through to provide even 
better after-tax returns

Why a Gravitas Flow-Through Limited 
Partnership?

● Receive up to 100% Canadian Exploration 
Expense income tax deduction

● On sale of shares, only 50% of realized capital 
gains are included in income

● “Super Flow-Through” – the portfolio is almost 
exclusively mineral-oriented, and delivers 
additional METC federal and provincial tax credits 

● Tax savings provide downside protection against 
adverse investment performance

● Pre-existing capital losses can be used to offset 
capital gains from flow-through to provide even 
better after-tax returns

Gravitas Investments, a division of Gravitas Securities Inc.



Flow-through shares 
two tax benefits are available

1. REGULAR – provides up to 100% deduction write-off for exploration. This 

is “CEE” or Canadian Exploration Expense.   

A corporation may incur expenses that qualify only for the CEE deduction. 

2. SUPER – provides the regular 100% deduction as above, plus an additional 

15% Mineral Exploration Tax Credits (METC), a further federal incentive. 
Additionally, various provincial and territorial deductions and tax credits may 
apply. Unused tax credits may be carried back three years or forward 20 years.  
METC is:

• available the year the investment is made 

• non-refundable (reduces tax payable but no cash refund) 

• taxable in the year following the claim 
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The METC is only available for expenses related to exploration carried out 
from or above the surface of the earth. 

The onus is on the corporation to identify and renounce the 

different categories of exploration expenses for federal income tax purposes. 
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http://www.nrcan.gc.ca/mining-materials/taxation/mining-specific-tax-provisions/8892#lnk8


Important! 

An investment in Units of any flow-through fund (or direct investments in 
flow-through shares) will have a number of tax implications for a prospective 
subscriber. 

An accountant or a professional familiar with the client’s specific financial 
circumstance is best placed to advise on suitability and potential tax 
advantages that can be achieved. 
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The Economics of Flow-Through  
Purchase

Gravitas Investments, a division of Gravitas Securities Inc.

Source = Government of Canada, Natural Resources Canada: http://www.nrcan.gc.ca/mining-materials/taxation/8874

After-Tax Cost of a $1,000 Investment in Flow-Through Shares 
Using the top marginal tax rates for the 2017 tax year

Gravitas Investments | Flow-Through Explainer

This number represents the actual cost, after all the tax benefits accruing to an investor 

resident in BC, of a $1,000 investment in flow through shares assuming that the full possible 
deductions are applicable.

$1,000 is used for simplicity – participation in a flow-through limited partnership requires a larger 
investment.

Source: Government of Canada, Natural Resources Canada http://www.nrcan.gc.ca/mining-
materials/taxation/8874
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The Economics of Flow-Through  
Purchase

Gravitas Investments, a division of Gravitas Securities Inc.
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• BC Unitholder invests 
$10,000

• Receives tax slips & files tax
• After tax cost of investment 

is $3,560 after all deductions 
and credits taken into 
account

Investment 
$10,000

Investment 
Holding 
Period

• The flow-through shares 
within the Fund are 
liquidated after the holding 
period, and investor receives 
their share of proceeds.

• Proceeds will be net of 
investment gain/loss and 
costs to run the fund

• Proceeds are taxed in hands 
of investor as capital gain (not 
as income)

Decisions

1. Take proceeds - Pay tax on 
capital gain

2. Invest in another flow-through 
and receive more deductions 
and credits

3. Roll-in on a tax-deferred basis 
to the Special Situations Fund -
roll-out at your preference and 
control when tax is paid

4. Roll-in on a tax-deferred basis 
to the Special Situations Fund 
– hold in an RRSP. Defer taxes 
to low income earning years

How does it work?



Contact Details 

For further information on our Funds, 
please contact us:

Telephone: 416-639-2104

Email: info@gravitasinvestments.com

Gravitas Investments, a division of 
Gravitas Securities Inc.

Address: 333 Bay Street, Suite 1700, 

Toronto ON M5H 2R2

Phone: 416 367 0999 | Fax: 416 367 0997

Website: www.GravitasSecurities.com

Gravitas Securities Inc. is a member CIPF 
& IIROC

Disclaimer
The information contained herein has been obtained from sources 
that we believe reliable however Gravitas Investments, nor Gravitas  
Securities Inc., can guarantee its accuracy or completeness. This 
information is provided on a best efforts basis, and does not 
constitute an offer to buy or sell any of the securities mentioned 
herein. Gravitas Investments Inc. is a division of Gravitas Securities 
Inc. and it/or its directors, officers, employees and affiliated 
companies may, at times, have a position in the securities 
mentioned herein. This report may not be reproduced in whole or 
in part without the express written consent of Gravitas Securities 
Inc. Gravitas Securities Inc. is a member of the Investment Industry 
Regulatory Organization of Canada (IIROC) as well as a member of 
the Canadian Investor Protection Fund (CIPF).

Certain statements in this report are “forward-looking statements”. 
Any statements that express or involve discussions with respect to 
predictions, expectations, beliefs, plans, projections, objectives, 
assumptions or future events or performance (often, but not 
always using words or phrases such as “expects”, “does not 
expect”, “is expected”, “seek”, “endeavour”, “anticipates”, “does 
not anticipate”, “plans”, “estimates”, “believes”, “does not believe” 
or “intends”, “does not intend” or stating that certain actions, 
events or results may, could, would, might or will occur or be taken, 
or achieved) are not statements of historical fact and may be 
“forward-looking statements”. Forward-looking statements are 
based on expectations, estimates and projections at the time the 
statements are made that involve a number of risks and 
uncertainties which would cause actual results or events to differ 
materially from those presently anticipated. These include but are 
not limited to the risks which are outlined in the Fund’s Offering 
Memorandum which can be obtained by contacting the investment 
advisor of an investor. Except as required by law, the Fund does not 
have any obligation to advise any person if it becomes aware of any 
inaccuracy in or omission from any forward-looking statement or to 
update such forward-looking statement. 

Note that your accountant is best placed to advise on the actual tax 
consequences relating to your specific situation.

About
Gravitas
An independent and growing conglomerate
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Gravitas Investments, a division of Gravitas Securities Inc.
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333 Bay St., Suite 1700,
Toronto, ON M5H 2R2

Telephone: 416 639 2104
Fax: 416 367 0997

info@gravitasinvestments.com
www.gravitasinvestments.com


