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BACKGROUND
Mining companies wishing to develop mineral properties 
sometimes use diff erent types of fi nancing. One approach 
is for a mining company (the “Producer”) to enter into a 
metal streaming arrangement (“streaming arrangement” or 
“arrangement”) with a streaming company (the “Investor”) 
where the Producer may receive an upfront cash payment plus 
ongoing predetermined per unit payments for part or all of the 
metal production and sometimes by-product metals. In entering 
into these arrangements, the Producer is able to access funding 
by monetizing the product or by-product metal, while the 
Investor receives the future production of metals without having 
to develop or operate the mine.

An illustrative example of an arrangement involving by-
product gold as the commodity follows. The Producer enters 
into a streaming arrangement with the Investor. The Producer 
commits to deliver 50% of the by-product gold production of 
the mine over the life of the mine in exchange for an upfront 
advance of $100 million (the “upfront advance”) and the lesser 
of $400 and the market price per ounce of by-product gold 
for each future ounce of gold delivered. The upfront advance 
funds generally will be used to fi nance capital expenditures in 
the development of the mine project for which the Producer 
holds the mineral rights. When the market price exceeds $400/
oz., the notional drawdown of the upfront advance funds is 
based on the diff erence between the market price of gold at the 
time of delivery and the actual amount received (i.e., the $400/
oz.). Even if the advance is reduced to zero, the Producer is still 
contractually obligated to deliver gold over the remaining term 
of the arrangement and will receive the lesser of $400/oz. and 
the market price. The balance of the upfront advance may be 
reimbursable (in cash, usually without interest) to the Investor 
at a specifi ed date or at the end of the life of the mine if the 
amount has not previously been reduced to zero.
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Examples of additional terms that can be found in these arrangements include the following (note that this 
list is not exhaustive and the specific terms included in these arrangements can be complex):

• The set maximum price per ounce increases during the term of the arrangement, for example by 1% per 
annum. 

• Interest is added to the upfront advance, which is settled by delivery of additional units of the particular 
commodity.

• The Producer commits to delivering a minimum quantity during a certain period of time, for example 
500,000 ounces over five years, subject to penalties for non-delivery.

• The Producer may have an option to buy back a portion of the commitment at a predetermined price 
for a limited period of time, for example within two years, at a premium of 30% compared to the initial 
investment.

Streaming arrangements may be accounted for by the Producer in a number of ways based on an analysis 
of all of the relevant facts and circumstances.  Potential methods of accounting for these streaming 
arrangements by the Producer include, but are not necessarily limited to:

• A commodity arrangement - outside of scope of IAS 39 Financial Instruments: Recognition and 
Measurement only when the streaming arrangement is determined to be an executory arrangement to 
deliver an expected amount of the commodity to the Investor from the Producer’s own operation (i.e., it 
meets the “own-use” exemption). 

• A financial liability (i.e., debt) - in accordance with IAS 39 when the streaming arrangement establishes a 
contractual obligation for the Producer to deliver cash or another financial asset.1

• A sale of a mineral interest and a contract to provide services - such as extraction, refining, etc., 
in accordance with IAS 16 Property, Plant and Equipment and IAS 18 Revenue when the streaming 
arrangement meets the criteria under IAS 18 for a sale (for example, effectively transfers the risks and 
economic benefits of ownership from the Producer to the Investor).

Determining the appropriate accounting approach is not an accounting policy choice but rather an 
assessment of the specific facts and circumstances. 

Regardless of the accounting treatment for the arrangement as a whole, the Producer must also assess and 
determine whether the streaming arrangement contains any embedded derivatives which require separate 
accounting. That is, an entity would need to determine whether the arrangement contains a component or 
term(s) which cause some of the cash flows of the arrangement to vary in a similar way to a stand-alone 
derivative.

The accounting for streaming arrangements is subject to significant judgment based on an assessment of 
all of the specific facts and circumstances. There is no specific guidance for accounting for these types of 
streaming arrangements under IFRSs. Mining companies should consult their accounting advisors and their 
auditors in undertaking a careful analysis of the facts and circumstances of each arrangement.

ISSUE
• What are the factors that may be helpful in determining how to account for the streaming arrangement?  

• What are some of the implications if it is determined that the streaming arrangement should be accounted 
for as a commodity arrangement; a financial liability; or a sale of a mineral interest with a contract to 
provide services? 
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What are the factors that may be helpful in determining how to account for the  
streaming arrangement?  
The determination of how to account for a streaming arrangement requires significant judgment and careful 
consideration of the facts and circumstances of each term and condition in the arrangement as well as the 
specifics of the mining project. 

Examples of questions to consider in making the determination of the accounting treatment for the 
streaming arrangement include, but are not limited to:

• How is the arrangement expected to be settled (e.g., through delivery of the commodity, cash or other 
financial assets)?

• If the arrangement is expected to be settled through delivery of the commodity, will it always be obtained 
from the Producer’s operations?  For example, is there any situation where the commodity is expected to 
be purchased on the open market or from a third party to settle the arrangement?  

In addition to considering whether the terms of the arrangement permit the Producer to purchase the 
commodity on the open market or from a third party to settle the arrangement, examples of other items 
to consider may include:

 – whether the Producer intends to settle the arrangement through delivery of its own product;

 – the amount of the commodity required to settle the arrangement compared to expected future 
production from the Producer’s operation and identified mineral reserves and resources;

 – the likelihood that expected future production will be met (which might be impacted by the stage of 
operation);

 – the timing of expected future production from the operation compared to any specific delivery dates 
per the arrangement;

 – the past business practice of the producer for similar arrangements; and 

 – the term of the arrangement in relation to the expected life of the mine.

• In any circumstance, is the Producer required to make payments in cash or another financial asset? 
Examples of terms of the arrangement which may give rise to the Producer being required to make 
payments in cash or another financial asset may include (but are not limited to):

 – contingent settlement provisions, whereby the Producer is required to pay cash under certain 
conditions;

 – provisions which allow the Investor the right or option to receive cash rather than the commodity;

 – the Investor being able to cancel the arrangement and cause the Producer to make a lump sum cash 
payment or transfer other financial assets; and 

 – reimbursement of the upfront advance at a specified date or at the end of the life of the mine if the 
upfront advance has not been repaid in full (i.e., has not been reduced to zero) and whether this 
amount could be significant.

It may also be relevant to consider the likelihood and timing of these terms in making the assessment.
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• How are the risks shared between the Producer and the Investor if the project has insufficient production 
to repay the Investor?

• Which party bears the risk the project will be unable to produce the agreed-upon commodity or will have 
a production outage?

• Which party bears the risk the price of the agreed-upon commodity will fluctuate?

• Which party bears the risk that the cost of the project is higher than anticipated?  For example, is the 
Investor required to make a larger investment if the costs increase?

• Does the Producer retain continuing managerial involvement in the production of the commodity under 
the streaming arrangement?  

• Does the Investor have voting or other rights which allow it to direct how the commodity is extracted?  

• Can the commodity be readily converted to cash? 

• Is the commodity indexed to a quoted price?

• What recourse does the Investor have against the Producer if they do not meet the delivery requirements 
in the arrangement? For example, will any penalties be incurred by the Producer if the minimum quantities 
are not delivered?

• Is there an explicit or implicit financing component (e.g., rate of interest) in the arrangement?

Note that these are example questions only and the above list is not exhaustive. The arrangement should be 
analyzed in its entirety and consideration should be given to all relevant facts and circumstances.

What are some of the implications if it is determined that the streaming arrangement 
should be accounted for as a commodity arrangement; a financial liability; or a sale of  
a mineral interest with a contract to provide services? 
The following describes some of the implications in accounting for streaming arrangements. Depending on 
the facts and circumstances, other accounting implications could arise.

Commodity arrangement
Sometimes a streaming arrangement is considered a commodity arrangement which meets the “own-
use exemption” and is outside of the scope of IAS 39.  In order for the “own-use exemption” to apply, the 
arrangement must always be settled through the delivery of the commodity which has been obtained by the 
Producer as part of its own operations. If the own-use exemption applies, then the arrangement is accounted 
for as an executory arrangement and the upfront advance received by the Producer is considered to be an 
advance payment related to the future sale of commodities, typically recorded as unearned revenue. 

An arrangement which is outside the scope of IAS 39 may, however, also include embedded derivatives, 
such as cap, floors and collars that need to be separated. Care is needed when analyzing all the terms of 
the arrangement to determine whether they give rise to separable embedded derivatives or if they are 
determinative in the assessment of the classification of the streaming arrangement.   

If the “own-use exemption” does not apply, the streaming arrangement may be considered a derivative 
under IAS 39. Most commonly, this treatment would be required when the commodity is readily convertible 
to cash, or either party can settle net in cash or has a past practice of doing so, and delivery will not be 
made with the Producer’s own production.  If the streaming arrangement is considered a derivative, it would 
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be measured at fair value through profit and loss (“FVTPL”). Given the upfront advance made under the 
streaming arrangement, the derivative would be considered partially pre-paid.

Financial liability
When the streaming arrangement is classified as a financial liability, the commodity-linked principal (and 
interest) may be separated from the host debt instrument as it is exposed to dissimilar risks and would not 
be closely related. Alternatively, a company could elect for the entire instrument to be measured at FVTPL. 
A call, put, or prepayment option embedded in a host debt instrument should be reviewed to determine if 
separation is required. Care is needed when analyzing all the terms of the arrangement to determine whether 
they give rise to other embedded derivatives and/or if they factor in the assessment of the classification of 
the streaming arrangement.

Sale of a mineral interest and a contract to provide services
Under the sale of the mineral interest classification, an argument might be made that the upfront advance 
relates to the sale of a mineral interest, and the price per unit payments made by the Investor as the 
commodity is delivered in the future would compensate or partially compensate the Producer for the cost  
of the services provided by them (e.g., extraction, refining, etc.). 

The service portion of the arrangement may include a “cap” or “out-of-the-money floor” on the selling 
price of a commodity that may need to be accounted for separately as an embedded derivative. Care is 
needed when analyzing all the terms of the arrangement to determine whether they give rise to embedded 
derivatives or if they are determinative in the assessment of the classification of the streaming arrangement.

CONSULTATION 
Streaming arrangements are complex and as such require significant judgment in arriving at a conclusion 
as to how they should be accounted for. Mining companies should consider consulting their professional 
accounting advisors and/or their auditors when undertaking an analysis of the facts and circumstances of 
each arrangement.

(Endnotes)

1. IAS 39.5 specifies that IAS 39 applies to contracts to buy or sell a non-financial item that can be settled net in cash or can be settled by exchanging 
financial instruments, unless such contracts were entered into and continue to be held for the purpose of the receipt or delivery of the non-financial 
item in accordance with the entity’s expected purchase, sale or usage requirements. An example of net settlement in cash is where a commodity 
producer enters into a contract to supply a specified amount of a commodity and, in addition, pays or receives an amount in cash based on the 
difference between the market price of the commodity on the date of its supply and the price stated in the contract. Settlement by the exchange  
of financial instruments could occur where part or the entire contract can be paid in cash, instead of through the physical delivery of the commodity. 
IAS 39.6 notes that there are various ways in which a contract to buy or sell a non-financial item, such as a commodity, can be settled net in cash  
or another financial instrument or by exchanging financial instruments.
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