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This report summarizes the economic risks and uncertainties of the Taseko Mines Limited (TML) proposal to 

build a copper-gold mine in the Fish Creek watershed. Prepared at the request of the Tsilhqot’in National 

Government from publicly available documents, this report looks at the reliability of company mineral and cost 

estimates, at company claims to economic benefits to the region, British Columbia and Canada, and at the 

potential long-term socio-economic costs to local communities in the region. 

 
 
The key findings can be briefly summarized as follows:  
 
 

 There is considerable doubt that the mine will ever operate economically, or – indeed – ever open at 
all, regardless of the negative social and environmental harms already identified by the 2010 Panel. 
The marginal economics of the mine are likely to result in boom-bust economics and the kind of 
worker safety and environmental hazards caused by cutting corners. The ore body is very low grade 
and its profitability depends not only on sustained high prices for copper and gold, but on unrealistically 
low capital and operating costs, a Canada-US exchange rate of $0.82, substantial government subsidies 
for power and roads, no financing costs, and non-payment of federal and provincial income taxes. Even 
if the mine were to open, in years 8-11 of production there is considerable risk that the mine would 
close, as the grade of the ore to be mined during that time is even more marginal.  
 

 The company’s claims of contribution to the regional, British Columbia and Canadian economy are 
based on gross impact rather than on a net benefit analysis. In fact, the mine will cost British 
Columbians money. The use of GDP and input-output analysis fails to take into account costs resulting 
from the project. There is no costing of  natural capital and environmental costs (for example, impacts 
on the Chilko River and Taseko River salmon runs, trout in the Fish Lake watershed, critical moose and 
grizzly habitat), no costing of the impacts on human well-being (for example, more road accidents, drug 
use, housing crises, increased income disparity), and no costing of the impacts of activities not on the 
company ledger (for example, electricity subsidies, highway upgrading, impacts on the Tsilhqot’in way-of 
life, interference with activities to build a sustainable and resilient local economy). 
 

 TML exaggerates the number of jobs the mine might create in Williams Lake. Most of the employees 
for construction and the mine operation will already be employed at other jobs, and are already paying 
taxes in the Region or elsewhere. If the current labour shortage for mining jobs continues, many of the 
workers will in fact come from overseas, be paid 15% less than other workers, will live in the camp and 
will send their remittances home, not spend them locally. 
 

 If the mine goes ahead, it will result in inflationary pressures on other businesses in the region, 
including on the labour market, and make building a long-term sustainable economy in the Cariboo-
Chilcotin more difficult.  
 

  Few of the mine supporters will be directly affected by the environmental impacts of the mine in this 
generation and few, if any, benefits from the mine will flow to those who have to live with the 
destruction. The First Nations say their culture and way of life will be damaged irreparably and the Panel 
agreed with them.  If this happens the enormous social, economic, political and cultural consequences 
will affect everyone, including nearby urban centers where social services are delivered. 
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There is considerable doubt that the mine will ever operate economically, or – indeed – ever open at all. 

The marginal economics of the mine are likely to result in boom-bust economics and the kind of worker 

safety and environmental hazards caused by cutting corners. 

 

 The economics of the mine are questionable. It is a VERY low grade ore body, with an average of 
0.41gpt for gold and 0.23% copper1. This makes it the lowest grade mine in Canada and one of the 
lowest grade mines in the world.  For the most part the gold is sprinkled throughout the copper and will 
depend on good returns from copper to make it economic to mine. There are areas within the projected 
open pit that have very little mineable ore. During years 8-11 of operations, when those rocks have to 
be mined,2 there is a serious risk that the mine will close. The increased reserves and resources and the 
longer mine life announced in 2010 are based on increased commodity prices for gold and copper, not 
on the discovery of more ore. The basic outline of the deposit has not changed since 1998, when the last 
exploratory drilling was done. When TML bought the deposit from Cominco in 1993, the courts ruled 
that the deposit was uneconomic.3   

 
 The technical documents which purport to show the profitability of the mine have been certified, not by 

an “independent qualified person”, as required and specified by definition in the securities regulations 
(National Instrument 43-1014), but by Scott Jones5, who is Vice-President of Engineering for TML.  When 
TML increased the reserves and resources in 2010, no new technical or engineering studies were filed to 
substantiate the claims.  

 
 A review of the filed technical reports for 2007 and 2009 reveals the following problems with the mine 

economics: 
o The 2007 and 2009 mine cost estimates make no allowance for financing costs, federal or 

provincial income tax and sales tax, or compensation to affected First Nations.6 The Gibraltar 
Mine expansion has to pay a 7.75% interest rate for its borrowing7; but the 2009 Technical 
report assumes no financing costs or interest for the new mine. 

o The reserve and resource estimates are based on a US-Cdn exchange rate of $0.82, when it has 
been closer to par for a number of years now. The 2009 Technical Report states: “the reserve is 
most sensitive to the exchange rate, followed by operating cost and metal prices.”8 

o A comparison of the 2007 and 2009 Technical Report Net Smelter Return Calculations in table 
17-5 indicates that the company anticipated that treatment and refining charges would actually 
decrease from year to year, and that penalties for contaminants: antimony, arsenic and mercury 
would be lower.   

o The company will have difficulty finding markets for its product. The 2009 Report states “ this 
low copper means that there will probably be some limit on the quantity that any one smelter 
will take as grade is below the average smelter blend and reduces the metal output from the 
furnaces.. A consideration with Prosperity concentrate is the levels of arsenic, antimony and 
mercury when taken together. Individually, the arsenic in the range of plus/ minus 0.2%, while 
above most smelter blends of 0.1% will be acceptable. Antimony in this concentrate at 0.3%-
0.4% is well above the penalty threshold of 0.1% and while this is unlikely to affect the ability to 
sell, it will incur penalties and could well reduce individual smelters quantity interest. Of these 
three penalty elements, mercury at 80 to 150 ppm, is probably the most significant. Mercury will 
incur penalties and not all smelters, even if they blend, will be prepared to take such quality... in 
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summary Prosperity concentrate will find a market but the prospective quantity of about 
200,000 tons per annum and given the penalty considerations will likely need to be spread 
around a number of smelters.” 9 

 
 TML has signed a deal with Franco-Nevada for a loan of $350 million for construction, in return for a 

promise to sell 22% of the gold they produce to Franco-Nevada for $400/oz. Any difference between 
this fixed price and the spot price of gold will go toward paying off the loan. Franco-Nevada’s  concerns 
about the mine’s economic viability are evident from the conditions of the loan: before the money is 
released, TML has to secure all the capital funding for the mine, has to meet benchmarks for 
construction set by Franco-Nevada, and secure market arrangements for the majority of the 
concentrate10. The reduced income from the fixed price for 22% of the gold is not reflected in the 
company feasibility study; nor are any financing charges (such as the loan repayment to Franco-Nevada.) 

 
 Increased capital and operating costs since 2009 have not been taken into account. In the most recent 

filings from TML, it is clear that Gibraltar has suffered not only from cost increases, but from volatile 
copper prices.11 An indication of rising capital costs can be seen at the nearby Mt. Milligan Mine which is 
facing a $300 million cost over-run for start-up.  
 

 To overcome the objections of the earlier environmental assessment to the mine, TML is currently 
proposing to build and operate a tailings storage facility that they had previously argued was 
completely uneconomic and has a higher environmental risk. During the 2009 Environmental 
Assessment, TML argued that the only economically possible alternative for tailings disposal was to 
drain Fish Lake to build waste storage piles, and to build the tailings dump at the south end of the lake.    
The new plan proposes to move the tailings dump 2 kilometers upstream.  The extra $300 million cost 
cited by the company does not include mitigation of the environmental impacts, but rather the 
construction cost of relocating the mine waste further away.   

 
o “The new development design, predicated on higher long term prices for both copper and gold, 

would result in a direct increase in capital costs of $200 million to purchase additional mining 
equipment to relocate the tailings dam and to move the mine waste around Fish Lake to new 
locations.  This redesign also adds $100 million in direct extra operating costs over the 20-year 
mine life to accomplish that task.” 12 

 
o There has been no revised technical report that shows why the alternative is economically 

possible nor that incorporates rising construction and operating costs. There has been no 
accounting of the extra mitigation costs such as water treatment, etc.  TML’s recent Technical 
Reports have been authored by Scott Jones, a company vice-president, and NOT an 
independently qualified person as required by Securities regulations. 
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The company’s claims of contribution to the regional, British Columbia and Canadian economy are based on gross 
impact rather than on a net benefit analysis.  
 
 

 
 The use of GDP and input-output analysis fails to take into account the costs of the project. There is no 

costing of  natural capital and environmental costs (for example, impacts on the Chilko and Taseko River 
salmon runs, grizzly bear habitat, trout in the Fish Lake watershed, long term containment of toxins), no 
costing of the impacts on human well-being (for example, more road accidents, drug use, housing 
crises), and no costing of the impacts of activities not on the company ledger (for example, huge 
subsidies for electricity,  increased costs for  education, health and social services, impacts on the 
Tsilhqot’in way-of life, interference with activities to build a sustainable and resilient local economy, 
road construction and maintenance, negative impact on recreational opportunities and the tourist 
economy near Fish Lake, including Nemiah Valley and Ts’yl?os Park). 

 
 Taxation revenues are overestimated. The taxation revenues forecast in the Project Description are 

based on statutory rates for taxation. In reality, companies are able to limit the taxes they pay through 
the manipulation of their profit margin. The December 2009 Technical Report capital and operating 
costs are based on pre-tax calculations (as were all earlier Technical Reports). Clearly this means that 
TML does not expect to pay enough provincial or federal income tax to make a difference to their 
bottom line. The 2009 TML Technical Report states:  

“ The economic model was run on a before tax basis. BC mining taxes were estimated and included 
in the cash flow model. The project will also be subject to Federal and Provincial income taxes but 
these rates are not fixed and it is believed that tax planning methods will be available to minimize 
the effect on project economics”.13 

“No allowance has been made for Federal and Provincial income tax. The only taxes calculated in 
this analysis are with respect to B.C. Mineral Taxes. No allowance has been made for GST or 
provincial sales tax”.14 

 

 TML’s assessment of government financial benefits similarly reflects a gross impact, rather than net 
benefit analysis. The Project Description provides estimates of the income, payroll, consumption and 
property taxes associated with the mine and the employment and business activity generated by the 
mine. The company admits that there will be increased social and health costs, but dismisses these as 
not within the requirements of the EA.15 Certainly, Williams Lake is likely to see very little increase in 
municipal revenues, as the company will not pay municipal taxes, but there will be increased demands 
on municipal services such as housing, sewer, water, addictions, road maintenance, health and 
hospitals, etc.  
 

 Including increased taxes from workers in the benefit analysis assumes that they are not already 
paying taxes elsewhere. If they come from BC, there will be little net increase. If they come from 
elsewhere in Canada, any increased revenues to BC will be offset by decreased revenues in other 
jurisdictions. If they come from outside Canada as foreign workers, they will pay little income tax. A 
large proportion of the estimated income, payroll and consumption taxes would have been paid, even 
without TML’s proposed project and would not constitute incremental revenues for government. 
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 Upgrades to Highway 20, the 900 Road and the 4500 Road will be extensive (including the replacement 
of two bridges), and they are not included in the company feasibility study. Anyone who has traveled 
the road knows how dangerous it is. If the highway is NOT upgraded, lives will be at risk every time the 
B-train trucks round the corners on the road. Traffic is expected to more than double on the Taseko Lake 
Road and the 4500 Road. The cumulative effects of the road use have not been assessed. The 2009 
Technical Report states:  
“  Current vehicle access to the site from Williams Lake is via Provincial Highway No. 20 to Lee’s 
Corner and forestry resource roadways (Figure 5-1). The access between Williams Lake and the mine 
site (approximately 180 km) must be an all-weather road and will comprise a portion of the following: 

 Provincial Highway No. 20 - 90 km of 2 lane, paved road; 
 Taseko Lake (Whitewater) Logging Road - 68 km of one-lane, 5 m wide, gravel road with 

turnouts; 
 4500 Road (Riverside Haul Road) - 19 km of one-lane, 5 m wide, gravel road with turn-

outs; 
 and a new Project Site Access Road - 2.8 km of 2 lane, 8 m wide, gravel road. 

This road system will serve as the principal access road both during construction and mine operation.”16 
The company has indicated that any costs to upgrade these roads (with the exception of the Project site 
access road) will be borne by the province.17  Recent BC mine haulage road estimates range from 
$500,000 to $1 million per kilometer with new bridges costing twice that amount. 18 Neither are road 
maintenance costs included in the company estimates. Does the company expect to risk the lives of 
those on the road, or is the B.C. taxpayer expected to subsidize the mine’s transportation costs. 

 
 The project, like other large mines in BC, creates a net loss of income to the Province and hence the 

public, due to artificially low industrial electricity rates. Little appears to have changed since the 
original Prosperity proposal. In his analysis of the original TML proposal, Marvin Shaffer wrote “Net costs 
arise when goods and services are supplied at prices below their incremental or opportunity cost of 
supply – i.e. where the incremental activity generates a loss of net income. In the case of mining projects 
in British Columbia, such net losses arise from the substantial volumes of electricity that are required in 
mining and processing activities. BC Hydro’s electricity rates reflect the average costs of its existing 
generating and transmission facilities, not the much higher incremental cost of new supply. The 
difference between the relatively low rates paid by the developer for the electricity consumed and the 
much higher incremental costs of new supply BC Hydro must incur to meet new requirements is a very 
significant net economic cost of the project – a cost that is borne by all other BC Hydro ratepayers and 
that must be taken into account in the evaluation.” 
 

  In TML’s 2009 Feasibility Report it was estimated that the mine and mill will require, on average, almost 
750 GWh of electricity per year19. Writes Shaffer: “Based on the cost of electricity at its Gibraltar Mine, 
TML estimates it would pay $37.4/MWh for this power.20 The incremental cost of electricity for BC 
Hydro is, however, much higher. The price it paid for new sources of supply in its 2006 Call for energy 
averaged $88/MWh.21 ...Even at $88/MWh, BC Hydro would lose $50 on each incremental MWh of 
demand for electricity due to the mine project.” Shaffer concludes: “On an annual basis the loss would 
be $35 million, each year over the life of the mine. That is a significant net cost of this project, a net 
cost that would be borne by BC Hydro and ultimately all of its customers.” 22 
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TML exaggerates the number of jobs the mine might create  in Williams Lake. 
 
 

 
 The potential jobs – which the company sponsored Centre for Spatial Economics Report estimates at 

71,000 person years of employment over a 33 year mine life – assume that workers are not being taken 
from other employment. In fact, mining is facing a serious shortage of workers and is bringing 
employees as foreign contract workers from places as far away as China.23 If there are people eligible for 
mining jobs in Williams Lake, they are already employed. Filling these jobs will take workers from other 
parts of Canada and from other occupations.  

 
 The Project Description says nothing about the net benefits that these impacts would provide, which 

depend on what the persons hired would otherwise be doing.  Even if the persons hired would have 
been unemployed, the net benefit  would be the difference between his/her mining wage and the 
minimum wage at which these persons would willingly work. 
 

 The percentage of persons who are currently unemployed in Williams Lake is likely to remain. These are 
persons with less than Grade 12 education, with disabilities that make physical work at the mine 
impossible, or with other limitations to their employability.  
 

 In April 2011, Kailuan Dehua (a Chinese company) received  permits from the federal government to hire 
92 foreign workers for their underground mine in BC. The permit lapsed, and now a related company, 
Huiyong Dehua, has submitted applications for 201 foreign workers.24 There are other foreign migrant 
workers contracted to work on the tar sands.  Recent federal legislation changes enable companies to 
pay “guest workers” 15% less than their other employees.  
 

 Workers hired from outside the community will add to the current rental housing crisis, pushing rents 
up and displacing other tenants, and will increase demand on existing health, social services, education, 
recreation and other services.  Their contribution to municipal taxes and levies will not be enough to 
offset the costs. Workers sourced from outside the region are unlikely to spend much money in the 
Region, as they will be sending remittances to their families at home and leaving  the region during their 
time off. 
 

 

 
The “skimming effect” will result in inflationary pressures on other businesses in the region, including on the 
labour market.  
 

 
 The local folks who do leave their current jobs to work at the mine will put pressure on their current 

employers to raise wages and find replacements (which may not be easy). Most local workers will come 
not from the unemployed but from existing jobs in the construction and transportation sector.  The 
people who then fill the vacated jobs will come from other parts of the economy, creating new 
shortages there. This is called the “skimming effect”.   
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 The TML Project Description states: “The Project will result in an increase in business supply and 

contract opportunities for local companies during construction and operations of the mine, roughly $20 
million annually during construction and operations. This spending should stimulate the small business 
support sector in Williams Lake, and to a lesser extent the remainder of the Cariboo Regional District. 
First Nations’ businesses will attract a share of this activity.25”  

 
 If it materializes, the new business with the mine may be welcome, but it will create dependency on the 

mine, and detract from the growth of other, more long-term sustainable economic activities being 
considered by the Cariboo-Chilcotin Beetle Action Coalition, or already undertaken within the local 
community.  The mine will also compete for workers with the Gibraltar and Mt. Polley expansions.  
 

 With encouragement to the existing wide variety of renewable energy projects, tourism, horse logging, 
wood fibre initiatives, sustainable agriculture, specialty ranching and food activities, and the arts and 
heritage sector, the required jobs and livelihoods can be created. Their realization is made difficult when 
local and provincial attention and incentives are focused on getting a single high-wage employer to solve 
the region’s problems.  

 

 

Few of the mine supporters will be directly affected by the environmental impacts of the mine in this 
generation and few, if any benefits from the mine will flow to those who have to live with the destruction. 

 

The potential socio-economic benefits will flow to the province, or to people outside the environmental effects 
of the mine in Williams Lake and the Cariboo-Chilcotin Region.  On the other hand, the Tsilhqot'in and the 
Secwepemc and some other rural peoples living among them will suffer enormous human impacts directly 
related to the mine's environmental footprint. They will lose a watershed; have homes, graves, hunting, 
gathering and fishing grounds destroyed, live with a two kilometre diameter pit hole and a Tailings Storage 
Facility (TSF) designed to contain – forever - almost two billion tonnes of potentially acid-generating tailings and 
waste rock26. They will live with the traffic, the dust and noise for as long as the mine operates.   
 

 The First Nations say their culture, economy and way of life will be damaged irreparably.   The Panel 
heard from elders, youth, indeed, all the members of the First Nations about the huge impact the mine 
will have on them, and on generations to come, and agreed with them. The situation is stark and 
familiar; it is modern colonialism: take the resources from indigenous territory against their will for the 
benefit of the settler society.  The salmon economy, important to all of BC , will be jeopardized. The 
destruction of an Aboriginal way of life does not happen without enormous and immeasurable social, 
cultural and economic costs, which will be borne by everyone, including nearby urban centers where 
social services are delivered. 
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