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Background
IFRS 6 Exploration for and Evaluation of Mineral Resources 
(IFRS 6) specifies the accounting for exploration and evaluation 
(E&E) expenditures, defined as expenditures incurred by an entity 
in connection with the exploration for and evaluation of mineral 
resources before the technical feasibility and commercial viability 
of extracting a mineral resource are demonstrable. In accordance 
with this definition, E&E expenditures do not include expenditures 
incurred after the technical feasibility and commercial viability of 
extracting a mineral resource are demonstrable.1 

IFRS 6 does not explicitly prescribe when the technical feasibil-
ity and commercial viability of extracting a mineral resource are 
demonstrable. 

An entity is required by IFRS 6 to determine an accounting pol-
icy specifying which expenditures, if any, are capitalized as E&E 
assets, and to apply the policy consistently. E&E expenditures not 
capitalized as E&E assets are expensed as incurred.

Once the technical feasibility and commercial viability of extract-
ing a mineral resource are demonstrable, an entity stops recording 
E&E expenditures for that mineral project, tests capitalized E&E 
assets (if any) for impairment, and reclassifies those E&E assets to 
other applicable development-stage accounts (e.g., property, plant 
and equipment, mineral property).2 

1 Generally, exploration expenditures are for discovering mineral resources while evaluation 
expenditures are for proving the technical feasibility and commercial viability of any 
resources found.

2 Consistent with IFRS 6.10, expenditures related to the development of mineral resources 
are not recognized as E&E assets.
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Determining when the technical feasibility and commercial viability of a mineral project are 
demonstrable is important because, among other things, it determines the point at which 
E&E expenditures for the applicable mineral project:
• can no longer be classified as E&E and must be accounted for under other IFRSs (e.g., 

IAS 16 Property, Plant and Equipment); and,  
• must be tested for impairment (i.e., if capitalized) and any unimpaired E&E assets reclassi-

fied to other development-stage accounts. For the purposes of impairment testing sub-
sequent to reclassification, indicators of impairment and the level at which an impairment 
assessment is performed will be based on guidance in IAS 36 Impairment of Assets rather 
than IFRS 6.3

Notwithstanding the above points, if an entity capitalizes E&E expenditures, the determina-
tion of whether or not a mineral project has demonstrated technical feasibility and commer-
cial viability has less of an impact on the entity’s ongoing financial statements since most 
expenditures continue to be capitalized (e.g., development asset versus E&E asset); however, 
if an entity expenses E&E expenditures, then the determination can have a greater impact on 
the entity’s financial statements (i.e., capitalization of expenditures results in asset balances). 

An assessment of technical feasibility and commercial viability is conducted on a proj-
ect-by-project basis with regard to all relevant facts and circumstances. The nature and status 
of the mineral project is determined on the merits of the mineral project itself.

Local Securities Legislation Requirements 
This document does not address local securities legislation requirements; however, when 
disclosing information about the technical feasibility and commercial viability of a mineral 
resource, entities are reminded to comply with local securities legislation disclosure require-
ments, if any. For example, in Canada, reporting issuers that disclose information about min-
eral projects to the public should note that National Instrument 43-101 Standards of Disclosure 
for Mineral Projects (NI 43-101) requires, among other things, a public filing of a comprehen-
sive technical and economic study that establishes reserves to demonstrate the technical and 
economic viability of a mineral project. NI 43-101 incorporates The Canadian Institute of Min-
ing, Metallurgy and Petroleum (CIM) Definition Standards on Mineral Resources and Reserves. 

In certain instances, IFRS 6 and NI 43-101 contain concepts that are similar but not identical. 
For example, IFRS 6 does not explicitly require any particular study to be performed nor 
does it incorporate definitions used by NI 43-101. In addition, NI 43-101 does not prohibit an 
entity from putting a mineral project into production without first obtaining a pre-feasibility 
or feasibility study because this decision is a business decision; however, in such a circum-
stance, an entity should consider providing adequate disclosure in the financial statements 
and/or the related management’s discussion and analysis (MD&A), as appropriate, of the 
increased uncertainty and specific risks of economic or technical failure.

3 Under IAS 36, there is a greater number of explicit impairment indicators to consider and the analysis may be performed at a 
more disaggregated level (e.g., cash-generating unit) compared with IFRS 6. For further details refer to Viewpoints: Impairment 
of Exploration and Evaluation Assets.

https://www.cpacanada.ca/business-and-accounting-resources/Financial-and-non-financial-reporting/ifrs/publications/impairment-of-exploration-and-evaluation-assets
https://www.cpacanada.ca/business-and-accounting-resources/Financial-and-non-financial-reporting/ifrs/publications/impairment-of-exploration-and-evaluation-assets
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While regulations may vary from country to country, when a Canadian reporting issuer deter-
mines that technical feasibility and commercial viability of extracting a mineral resource are 
demonstrable under IFRS 6 but has not completed a comprehensive technical and economic 
study to demonstrate the technical and economic viability of a mineral project in accor-
dance with NI 43-101, the entity should consider providing adequate disclosures in the MD&A 
required by NI 43-101 and its Companion Policy. These regulations may, for example:
• require an entity that discloses in writing the results of an economic analysis of mineral 

resources on a property material to the entity to include a prominent statement that min-
eral resources that are not mineral reserves do not have demonstrated economic viability;

• address disclosures in situations when an entity puts a mineral project into production 
without first establishing mineral reserves; and,

• discuss disclosures of scientific and technical information about an adjacent property 
if such adjacent property is referred to in the determination of technical and economic 
viability and, to avoid misleading disclosure, an entity should clearly distinguish between 
such information and an entity’s own property and not state or imply the entity will obtain 
similar information from its own property.4

Issue
In the context of IFRS 6, when are the technical feasibility and commercial viability of extract-
ing a mineral resource demonstrable?

Viewpoints

Understanding Technical Feasibility and Commercial Viability 
There are various types of mining studies that involve a technical and economic analysis. 
These studies, in order of confidence level from lowest to highest, include:
• Scoping Study or Preliminary Economic Assessment (PEA) 
• Preliminary Feasibility Study (PFS) 
• Feasibility Study 

Simplistically, technical feasibility can be understood to mean that the mineral project can 
be physically constructed and operated in a technically sound manner to produce a saleable 
mineral product. Commercial viability can be understood to mean that the mineral project 
can be mined to generate a reasonable return on investment for the risk undertaken.

IFRS 6 does not explicitly prescribe when the technical feasibility and commercial viability 
of extracting a mineral resource are demonstrable. Therefore, in the absence of specific 
guidance under IFRS, management must use its judgment to develop an accounting policy 
to determine when technical feasibility and commercial viability are demonstrable and apply 
that policy consistently to similar facts and circumstances. 

4 A similar description of local securities legislation requirements is given on page 23 of the Report on Public Meeting, Novem-
ber 29, 2016 of the Canadian IFRS Discussion Group.
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In developing such a policy, consideration of various factors for technical feasibility and com-
mercial viability may be useful, including, but not limited to:

Technical Feasibility 
• establishment of resources and/or reserves  
• results of a completed feasibility study or other appropriate studies such as a PFS5

• existence of any barriers that might prevent the project from proceeding (e.g., legal, envi-
ronmental, social, governmental) 

• status of environment and mining permits as well as land surface and mineral access 
rights 

Commercial Viability 
• results of a completed feasibility study or other appropriate studies such as a PFS to 

determine whether the mineral project can be mined to generate a reasonable return on 
investment for the risk undertaken

• existence of markets or long-term contracts for the product 
• approval by management and/or board of directors to proceed to development. 

In the experience of the Mining Industry Task Force on IFRSs, the above factors as well as 
others are considered holistically as no one factor is determinative in its own right. 

Due to the complexity of application, aspects of some of these factors are discussed in 
greater detail below.

Establishment of Resources and/or Reserves  
The threshold for technical feasibility and commercial viability under IFRS 6 is a high one and 
requires a preponderance of compelling evidence. A study that establishes reserves is typi-
cally considered to provide such evidence.  

IFRS 6 refers to “mineral resource” and does not differentiate between mineral resources and 
mineral reserves.  

Securities regulators generally differentiate between mineral resources and reserves and 
require, among other things, a specific study that establishes reserves to demonstrate the 
technical and commercial viability of a mineral project.

In instances, where such a study is not required by management or available, other compel-
ling evidence that provides an appropriate level of confidence to support the determination 
of technical feasibility and commercial viability under IFRS 6 is needed. 

5 When an internal management analysis is prepared under a similar due process as a feasibility study or preliminary feasibility 
study, such analysis may contribute to demonstrating technical feasibility and commercial viability. If applicable, it is important 
to consider any local securities legislation requirements when such an internal management analysis is disclosed.
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Results of a Study 

Feasibility Study 
One particularly important factor (among a range of other factors) considered by many 
mining entities to evidence technical feasibility and commercial viability relates to the results 
of a completed feasibility study. The results of a feasibility study depend on a range of often 
interrelated factors, many of which mirror the considerations listed above (e.g., status of envi-
ronmental and mining permits). 

Assuming the reasonableness of key assumptions used to develop the feasibility study (e.g., 
commodity prices, discount rates, etc.), positive results from a feasibility study can contribute 
significantly to demonstrating technical feasibility and commercial viability. 

In cases where a positive feasibility study exists but the project is not being developed for 
production, it is typically not appropriate to conclude that a mineral project is neither techni-
cally feasible nor commercially viable for purposes of IFRS 6 solely because a mineral project 
does not satisfy certain entity-specific economic criteria. A decision by management and/or 
the board of directors not to proceed to development could be the result of prioritizing the 
allocation of their available resources over a basket of development assets. The commence-
ment of development of a mineral project could thus be deferred because of this prioritiza-
tion exercise. In such cases, it is important to consider whether a decision by management 
and/or the board of directors not to proceed to development is an impairment indicator. For 
more information refer to Viewpoints: Impairment of Exploration and Evaluation Assets.

Preliminary Feasibility Study  
Depending on entity-specific facts and circumstances, the results of a PFS could contain 
evidence that can contribute to demonstrating technical feasibility and commercial viability.

Scoping Study or Preliminary Economic Assessment
Positive results from a scoping study or PEA in and of itself would be insufficient to evidence 
technical feasibility and commercial viability; however, individual circumstances need to be 
taken into consideration.  

The level of confidence attributable to the above studies will depend on various factors such 
as the qualifications and credentials of the study’s author(s), the size and complexity of the 
project, and whether the project is related to, or in close proximity to, an existing mining 
project of the entity.

In cases where a mining entity starts to develop or enter production before such studies are 
complete, it is important to consider the reasons for those decisions. Those reasons may 
contain facts that contribute to assessing technical feasibility and commercial viability. 

Approval by Management and/or Board of Directors to Proceed to Development 
A decision by management and/or the board of directors regarding development (i.e., to 
proceed or not) is particularly informative because it may provide insights into many of the 
above-listed factors. 

https://www.cpacanada.ca/en/business-and-accounting-resources/financial-and-non-financial-reporting/international-financial-reporting-standards-ifrs/publications/ifrs-6-impairment-of-explorationevaluation-assets
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A decision by management and/or the board of directors not to proceed to development at 
the present time (e.g., for operational reasons) is not necessarily sufficient evidence by itself 
that a mineral project is not technically feasible and commercially viable for purposes of 
IFRS 6. For example, different entities may have different criteria for determining an accept-
able rate of return or net present value on a project in light of the risks associated with that 
project. Accordingly, one entity may choose to commence development of a mining project 
while a different entity with that exact same project may choose not to.

In all cases, understanding the rationale and context for the decision of management and/or 
the board of directors is critical to ensuring a complete and appropriate analysis.  

Status of Permits and Rights 
Judgment is required to determine the nature and extent of permits and mineral access 
rights necessary to evidence technical feasibility and commercial viability. Assuming access 
to such items is probable, they may be considered as evidence to support technical feasibility 
and commercial viability.

Availability of Financial Resources 
A mining entity may not have all the funds on hand needed to develop a mineral project and, 
instead, will often strive to raise funds through equity and/or debt financing.

IFRS does not explicitly specify that an entity must have all the funds available to develop a 
mineral project in order to be commercially viable. The concept of commercial viability is not 
necessarily linked to the availability of adequate financial resources. From this perspective, 
commercial viability is associated more with the ability to generate a reasonable return on 
investment from the project for the risk undertaken, notwithstanding the financial position of 
the entity.   

Commencement of Production 
For purposes of IFRS 6, waiting until production commences in order to evidence technical 
feasibility and commercial viability is not a common industry practice because such evidence 
is typically available earlier.   

Significant Judgment  
IAS 1 Presentation of Financial Statements requires the disclosure of any significant judg-
ments made in the application of an entity’s accounting policies. Since IFRS does not pre-
scribe when technical feasibility and commercial viability of extracting a mineral resource are 
demonstrable, management must exercise judgment in developing an appropriate accounting 
policy. As such, management may consider disclosing the significant factors considered when 
exercising their judgment to determine when the technical feasibility and commercial viability 
of extracting a mineral resource are demonstrable.
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