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Flow-Through Shares

What are
Flow-Through

shares?

Flow-through shares are essentally common shares of
an issuer which permir the initial purchaser ro claim a
deduction up to the amount of the share subscription
price against any income in respect of resource expenses
renounced by a publicly-traded issuer.

There are two types of How-through share investments:

REGULAR - 100% deduction write-off for exploration
(net of federal and provindal credits)

“SUPER" - as above, plus an addirional 15% federal rax
credits for grassroots exploration

...plus provincial and territorial deductions and tax credits

“Super’j Fl{:}W—Thmugh
continues

On May 2, 2006, the federal government announced

the reinstatement of the “super” How-through tax credir,

a 15% non-refundable tax credit applicable to eligible
grassroots exploration in Canada. The credit is deductible
from federal income raxes payable and is in addition to the
existing 100% deduction of eligible exploration expenditures
through the regular Aow-through. An investor muse
subscribe for the How-through shares before April 1, 2009
to be eligible for the “super” Aow-through tax credic.

In addicion, the issuer of the shares, if it qualifies for the
“look-back rules”, must spend the proceeds on qualifying
exploration activities before January 1, 2011,

For taxpayers
at the highest marginal tax rate:

The federal 15% non-refundable tax
credit. when added to the regular and
ongoing 100% deduction, is equivalent
to a 137% exploration expenss deduction
for federal tax purposes.

What additional provincial
tax 1ncentives exist?

Several provinces offer additional flow-through tax
credits that apply to the provincial portion of income
tax relating to eligible expenses In relevant jurisdictions.
Additional provincial tax incentives exist within British
Columbia, Saskatchewan, Manitoba and Ontario. The
effect of these incentives varies depending on the
jurisdiction as shown on the accompanying table.

British Columbia (209, Saskatchewan (100,
Manitoba (10%), and Ontario (5%) offer
harmonizing tax credits. The Ontario tax credits are
refundable; the other tax credits are non-refundable.

Q_llf‘.bf:{f allows a deduction to investors of up to 150%

of the cost of certain qualifying exploration expenses in
certain locations for provincial tax purposes.
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Flow-Through Shares

What does this
mean for investors?

Income tax benefits to individual investors will vary,
depending on the raxpayer’s jurisdiction of residence
and marginal tax rate for income tax purposes.

Ar present, Quebec offers the largest potental tax
savings for flow-through share investments, followed
by British Columbia, Manitoba and Saskatchewan.

The deducrions and rax credits apply only to eligibl
expenditures in the applicable province and territory
and are only available to taxpayers residing within

the furisdiction where the exploration is taking place

Tax deductions vs tax credits?

Under tax legislation governing How-through shares,

eligible exploration expenditures have been 100%

deductible from income from any source for at least

owo decades. These deductions effectively reduce or

shelrer before-tax income. Tax credits apply directly

to reduce raxes payable.

* A non-refundable tax credit reduces taxes to the
extent of taxes payable.

* A refundable tax credit reduces taxes payable and
then, if there is an excess, results in a cash refund.

The federal tax credit is non-refundable (the raxpayer
has to pay taxes in order to use the daim). However,
it can be carried back and applied against taxes paid
in the previous three years. Unused tax credits may
also be carried forward for a period of twenty years.

Since tax credits fall into the category of “assistance”
or are, in effect, a grant, they are also applied to
reduce the CEE pool. Accordingly, most taxpayers
can deduct the full amount of renounced expenses in
the vear incurred, but the tax credits claimed

are effectively taxed as income in the following

year. For example, an investor resident in B.C.
would add $320, being $200 (provincial) and

$120 (federal) in 2009 for every eligible $1,000
invested in 2008.

Do tax incentives work?

H' 5. According to the Metals Economics Group (MEG
Canada has bean the number one country in the world
for mineral expleration since 2002, In 2007, 21.2% of
total world exploration expenditures were for projects in
Canada. MEG attributes Canada’s continuous top spoti
part to the flow-through share program.

+ Exploration expenditures in Canada have risen from
approximately 200 milion in the late 1990s to
approximately 526 billion in 2007

Features of the' 15%
federal Mineral

Exploration

Tax Credit

unused tax credits may be carmed back
three years or forward twenty years

applies to eligible expenditures incurred
between May 2, 2006 and December 31, 2010

is available the year the investment (s madea
is non-refundable (mo cash refund)
is taxable in the year following claim

provinclal tax credits received reduce the pool
of costs eligible for the tax credit

expenses eligible for the tax credit are more
restricted than expenses eligible for regular
floww-through share renunclations.




If you are experienced with the Canadian

mining/oll sector, you will know that this
market can be fairly volatile. You can lose
up to a certain percentage of your
Investment, and STILL come out even
due to the tax breaks.




Reduced Risk

Flow-through shares significantly reduce the
risk of investing in resource stocks by allowing
Investors to recover a substantial portion of
their original investment through income tax
savings. For instance, an individual in a 50%
tax bracket who invests $20,000 in a flow-
through offering is really only risking $10,000
since he receives $10,000 in tax deductions.




Potential Rewards

Investing In junior exploration stocks can
be very profitable for those early
Investors who are fortunate to own
shares before a major discovery is
proven up.




High Risk — High Reward

(Example of a world class VMS discovery)

On the basis of a VMS discovery ,

Diamond Fields Resources soared

4 875% which would have turned a
$10,000 investment into $4.875 million

“London Taylor Group”

*For illustration purposes only, there is no guarantee of Barker’s future performance




High Risk — High Reward

Areq]m pa Case Study

oldcorp Website (2001)

1st Drill Hole
38m g;radmg ~ Offer increased
6.1 g Anft; ™ - to C$30/share

130 g Agft

Anomalous
Trench LBarrick bids
RF““]]T‘E\ C$27/share
(US$668 million

Share Price (C%)

*For illustration purposes only — there are no guarantees on Barker’s future performance




Flow-through Example

Flow-through shares @ $0.10 each
(* Assuming a 50% Tax Bracket)

Investment Cost $50,000 $100,000
Number of Shares 500,000 1,000,000
Tax Saved $24,000 $48,000
Net Cost $26,000 $52,000
Net Cost (after tax) $0.055 $0.055

* Tax credits may be carried back 3 years or forward 10 years.

* Common shares are RRSP eligible and would lower net cost accordingly.

These Examples are of a general nature only and are not intended to constitute a complete analysis of an individuals tax
consequences. Purchasers should contact their own Tax advisors in regard to their own individual circumstances.




MINERALSu

Thank You

For more information visit us at barkerminerals.com






