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An Overview - Financing
The Canadian Mining Industry

• Canada has long been a key global mining 
nation from mineral production as well as 
mining finance perspective. 

• Canada is the leading global centre for mining 
finance. The Toronto Stock Exchange (TSX) 
and TSX Venture Exchange (TSX-V) list 
approx. 50% of the world’s publicly traded 
mining companies.

• TSX / TSX-V accounted for 44% of global 
equity capital raised by mining companies for 
exploration in 2018.

• Canada also leads mineral exploration work. 
FY18 Canadian exploration spending was $1.4B 
(FY17: $1.1B).

Global Equity Financing for Exploration (US$B)

Global Exploration Spending – by Region (US$B)
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Alternative Financing Methods for Mining Operations
Flow-Through Share Financing

• A made in Canada financing tool that has helped 
Canada to be a global leader in mineral exploration 
and mining.

• Agreement whereby a resource company issues 
shares to investors and proceeds are used exclusively 
for exploration and development in Canada. 

• Under flow-through share (“FTS”) regime, the 
resource company renounces certain tax deductions 
to the FTS investors. Investors usually pay a 
premium for FTS.

• In most cases, these tax deductions are more 
valuable to the investors than to the company 
incurring the expenditures (e.g. companies in 
exploration / development phase, companies with 
significant tax pools).

• Only certain exploration and developments expenses 
incurred in Canada qualify for FTS. Only certain 
entities are allowed to issue FTS. 

• Strict time limits govern when the company must 
incur and renounce the qualifying expenditures to the 
FTS investors.

• Certain investors may also obtain tax credits or other 
incentives when investing in FTS. 
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Alternative Financing Methods for Mining Operations
Flow-Through Share Financing

Key Advantages

• Allows for a mining company to obtain 
financing at an early exploration stage 
where other methods may not be available.

• Provides mining companies an alternative 
to debt financing which may improve the 
overall capital structure over time.

• Provides investors with an incentive to 
invest via the renunciation of mining 
expenditures by the mining company. 

Key Disadvantages

• Mining companies that issue flow through 
shares forego tax deductions. These tax 
pools may or may not be valuable to offset 
taxable income in future.
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Equity Financing in Canada for Exploration in Canada ($M)
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Alternative Financing Methods for Mining Operations
Streaming Arrangements

• It is a long-term metal sales contract whereby 
the mining company agrees to deliver a 
proportion of its production (a ‘stream’) to the 
investor (streaming company) in consideration 
for an upfront payment and pre-determined 
price below the market price. 

• The upfront payment is a prepayment or 
deposit, repaid in full over the term of the 
streaming arrangement. 

• Over the term of the streaming agreement, the 
upfront payment is reduced by the difference 
between the pre-determined price and the 
market price at time of delivery.

• Streaming arrangements are usually concluded 
for by-products of the mine.  
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Alternative Financing Methods for Mining Operations
Streaming Arrangements

Key Advantages:

• Allows for a mining company to better realize value for by-products and allows for an effective debt 
reduction strategy.

• Streaming companies may be willing to finance early stage projects with the upfront payment paid in 
tranches as exploration, development and construction and financing milestones are achieved.

• Non-dilutive to existing shareholders.

• It is a non-participating interest in the mining operation.

• It may provide the mining company for a tax deferral on the upfront payment received.

Key Disadvantages:

• Depending on how the agreement is structured the mining company may be subject to immediate tax 
on the upfront payment (or subject to tax based on market price, instead of pre-determined price plus 
portion of upfront payment).

• Negative impact to shareholder value if the price of the streamed commodity increases significantly.

• Failure to repay the upfront payment by the end of the term may create an obligation to pay an amount 
equal to the uncredited upfront payment (and penalties) or the net present value of the remaining 
metal deliveries.
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Alternative Financing Methods for Mining Operations
Royalty Interests

• Royalties are a widely used alternative financing 
method for Canadian mining companies. 

• In a royalty financing agreement, investors will 
make upfront capital payments to mining 
companies in exchange for the right to receive 
some portion of the proceeds from the sale of 
minerals from the mine. 

• Royalties may be paid “in-kind”. 

• There are different categories of royalties for 
financing, including net smelter return royalties and 
net profits interest royalties. In each, payment is 
calculated on a percentage of project revenues, less 
costs, but there are differences in the calculation of 
each of the aforementioned type of royalties.
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Alternative Financing Methods for Mining Operations
Royalty Interests

Key Advantages

• Royalty companies may generally provide financing at an earlier stage of a mining project where 
other financing alternatives may not be available (i.e. pre-feasibility stage or scoping stage). 

• Provides the royalty investor with an opportunity to diversify its investment portfolio amongst 
different projects.

• It is a non-participating interest in the mining operation.

• Non-dilutive to existing shareholders.

• Royalty investment may not result in immediate adverse tax consequences to the mining company.

Key Disadvantages

• Royalties agreements are generally for the life of a mining project.  As such, unless the amount of 
the royalties to be paid are capped or the royalty term is fixed, this may become a significant cost 
over the life of a mining project.

• Royalty companies may require access to the books and records of a mining company (or require 
audited financial statements) to ensure that their share of the royalty being paid is in accordance 
with the royalty agreement. This can add an administrative burden to a mining company.
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