PWYP-Canada’s Mini-Case Project
Exploring Project-Level ESTMA Data
In 2015, The Government of Canada enacted the Extractive Sector Transparency Measures
Act. This Act requires that mining, oil and gas companies registered in Canada or listed on a
Canadian stock exchange disclose annually the payments they make to governments in
Canada and around the world.
By June of 2017, over 400 companies had filed reports with NRCAN. With over 1200
publicly listed extractive companies operating in over 100 countries this game-changing
disclosure has far reaching impacts.
This case study and the others in this series explore project-level information disclosed by
extractive companies. They seek to contextualize and further explain the company and the
payments made in relation to one mine. They are a tool to promote and encourage the use
of ESTMA data by journalists and civil society advocates. To access Tahoe Resources’
ESTMA report click here.

About Publish What You Pay and Publish What You Pay Canada
Publish What You Pay is the world’s leading coalition of civil society organizations united in
the call for a more transparent and accountable extractive sector. With more than 800
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committed to working together to ensure that citizens have a say over whether their
resources are extracted, how they are extracted and how their revenues are spent.
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for transparency in the Canadian extractive sector, championing and driving forward the
passage of legislation that requires that Canadian extractive companies disclose their
payments to governments in Canada and across the globe. In addition, the coalition has
worked to actively encourage and support the use of Canadian company information in
global advocacy efforts for accountability in the extractive sector.
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Company Background
Tahoe Resources Inc. (TSX:THO, NYSE:TAHO) is
headquartered in Reno, Nevada, USA. The
international precious metals company
founded by former Goldcorp Inc. CEO, Kevin
McArthur, has five main operations. The focus
of this study is the Escobal silver mine, located
in Guatemala. Escobal was the company’s
original assets when they went public in 2010.
The company has two gold mines (La Arena
and Shahuindo) in Peru and two gold mines
(Timmins West and Bell Creek) in Canada. The
Peruvian and Canadian assets were acquired
after the Initial Public Offering. The company
also holds exploratory assets and early stage
projects around their current mine sites3.

2016 Key Financial Highlights1,2
Revenue
$784,503,000
Net Income
$117,876,000
Cash and Cash
$163,368,000
Equivalents
Debt
$35,000,000
Annual Dividend
$0.24 per share
Silver Produced
21,267,000
ounces
Gold Produced
385,100 ounces
Average Realized
$17.57 per
Silver Price
ounce
Average Realized
$1,245 per
Gold Price
ounce
Silver AISC/Cash
$8.06/$5.84 per
Cost
ounce
Gold AISC/Cash Cost $943/$620 per
ounce
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Corporate Structure
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The company has set up a subsidiary in Guatemala – Minera San Rafael SA which the
Escobal Mine is operated under. Tahoe Resources owns 100% of the Escobal mine4.
It should be noted that Tahoe has no business address in Canada and no Canadianbased employees. Its Canadian entity is registered to the address of its lawyer’s office,
McMillan LLP. The company is headquartered in Reno, Nevada. While not identified in this
organizational chart, a 2014 affidavit filed in relation to court proceedings in British
Colombia involving Tahoe Resources indicates that Minera San Rafael (MSR), which holds
the Escobal Mine, is held through Escobal Resources holdings Ltd (Barbados), which holds
99% of MSR, while Tahoe Swiss AG (Switzerland) holds the remaining 1%5.
Long Term Outlook

At Escobal the company is targeting 18-21 million ounces of silver a year until 2021
with an AISC less than $10/oz6. Their open-pit, heap-leach gold mine, La Arena in Peru is
expected to produce around 150 koz of gold a year for the next four years 7. Shahuindo
began commercial production in May 20168. The company expects the mine to produce 200
koz of gold by 20199. Their two underground mines in Timmins are expected to also
produce 200 koz of gold by 202010. In summation the company looks to produce 20 moz of
silver and ~500 koz of gold annually by 202011.
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Escobal Description

Tahoe Resources acquired the Escobal asset from Goldcorp on May 3rd, 2010. The
silver deposit is one of the largest in the world and commenced commercial production in
201412. As of January 1st, 2017, Escobal has proven & probable 267.5 million ounces of
silver at an average grade of 351 grams/tonne13. In 2016 the mine produced 21.3 million
ounces of silver in concentrate at cash cost of $5.8414. The deposit is mined using
“underground longhole stoping methods with processing by differential flotation to
produce precious metal-rich lead and zinc concentrates15.” The end of mine life for Escobal
is scheduled to be in 2033 according to the latest technical report on the asset16. Further
details regarding reserves and resources are available below.

Proven &
Probable
Reserves
Measures &
Indicated
Resources

Silver
(g/t)
351

323

Escobal Reserves and Resources17
Gold Lead Zinc Silver
Gold
Lead
Zinc
(g/t)
(%)
(%)
(koz) (koz) (ktonnes) (ktonnes)
0.35
0.77
1.27 267,517 270
183
300

0.32

0.70

1.16

367,881

369

248

409

Mining in Guatemala

Mining licenses granted by the Government come in three forms: reconnaissance,
exploration, and exploitation18. Since Tahoe Resources has a producing asset in the country,
they are subject to the laws and agreements prescribed to them by the Government as
described below.
Income tax in Guatemala must either be paid under the Regime on Profits or the
Optional Regime. The Regime on Profits results in a quarterly payment that is liquidated
annually19. The tax rate was 31% of net income but changed to 28% in 2014 and to 25%
from 2015 onwards20. Tahoe Resources uses the Optional Regime where the company pays
7% of NSR income tax monthly21. The difference between the two regimes is that under the
Regime on Profits, tax is levied on all profits at a rate of 25%, while the Optional Regime
calls for tax to be levied on gross revenues every month22. All dividend payments are
subject to a 5% tax. A 3% stamp tax is also payable on dividends unless the company’s
payments are subject to a 12% VAT. The company must also pay an Impuesto de Solidaridad
/ Solidarity Tax (“ISO”)23 quarterly to the government. The importing of mining equipment
and materials are free of duties and tariffs.
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Royalty Payments

In total the company is subject to a 5.5%24 NSR royalty on all concentrate sales (i.e.
silver and by-products). The breakdown of these royalty payments are as follows25:
•
•
•
•
•
•

0.5% statutory royalty to the Guatemalan Federal Government
0.5% statutory royalty to the San Rafael Las Flores Municipality
1.5% voluntary royalty to the Guatemalan Federal Government
1.5% voluntary royalty to the San Rafael Las Flores Municipality
1% voluntary royalty split amongst Municipalities of Barberena, Cuilapa, and
Santa Cruz Naranjo
0.5% NSR payment to an association of the former land owners of the
Escobal mine property (10% of this 0.5% is put into a fund to be used for
improvement in the communities surrounding the mine site)

The statutory royalties are those required by the government and are paid
regardless of silver price. The Government of Guatemala attempted to increase the
statutory royalty to 10% in 201426, however the following year the Guatemalan
Constitutional Court ruled that the 10% royalty was unconstitutional27.
The voluntary royalties are agreed upon annually by the company and affected
communities. In correspondence with PWYP-Canada, Tahoe Resources confirmed that the
voluntary royalty has not changed since its inception. It should be noted that the company
does not have to pay the voluntary royalty, which totals four percent, on any silver sales
finalized at a price below $16/ounce28. The company does not publicly disclose the amount
of the royalty payment that is voluntary as opposed to mandatory, therefore we cannot
assess how much of the royalty payment disclosed in the ESTMA report was paid as part of
the voluntary royalty, as opposed to the statutory royalty29.
Royalty expense is accrued monthly based on NSR revenue (under IFRS) and paid
twice a year based on final settlement amounts, which can take several months from the
initial revenue recognition30. Adjustments that can impact revenue subsequent to initial
revenue recognition include mark-to-market price adjustments (see explanation below)
and final assay results, which determine the exact metal content being sold31.
From Mark to Market – Calculating Final Prices

When calculating royalty payments, many mining companies, including Tahoe
Resources, follow a similar process. When the final material from the mine site is ready to
be sold and transported to its next destination, such as a refiner, the company will record
initial revenue onto their books for the material sold. This initial revenue is based on the
spot price of when the contract is struck. The time in-between the material travelling from
the mine site to the customer can take up to 3 months. During that time the metal price may
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fluctuate. If the price does indeed fluctuate the company must then adjust their books to
reflect this change in final revenue received from the metal sold. The final revenue is the
amount the royalty is levied on and thus that amount is reported in ESTMA. To illustrate
this further, Tahoe in their 2016 year-end financial statements included provisionally
priced metal in their numbers. These metal sales won’t be finalized until the following
quarter and at that point a royalty will be levied. Thus, PWYP used metal sales figures from
Q4 2015 to Q3 2016 when verifying the royalty payments because these were most likely
the sales that were finalized and thus had a royalty levied on them in the calendar year
2016.
Payments as per ESTMA Report

According to the Extractive Sector Transparency Measurers Act Report, Tahoe Resources
made $42,660,000 USD in total payments last year32. Payments in the form of taxes, fees,
and royalties were made to various governmental institutions in Guatemala. Below is a
breakdown of payments by payment type.

$42,660,000

Royalty Verification

Tahoe Resources indicates a royalty expense of $18.7 million to Guatemala in 2016
in their year-end financial statements33. The ESTMA report indicates total royalties paid in
the amount of $12 million in Guatemala in 201634. The royalty payments detailed in the
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company’s annual information form total $12.1 million aligning with the amount reported
in the ESTMA report.
There are several reasons why the estimated royalty payment is higher than the
royalty reported in ESTMA. For one, the royalty verification assumes a royalty rate of 5.5%,
which does not take into consideration that in certain quarters the average realized price
for silver was below $16/ounce, and therefore would not be subject to the voluntary
royalty. Furthermore, it is likely that the discrepancy is due to the fact that the royalty is
applied to finalized sales prices, which can be finalized beyond the reporting period and
lead to adjustments, such as explained above. Despite factoring this into the royalty
calculation, by using sales figures from Q4 2015 to Q3 2016, there may be further
adjustments that were not captured.
Verifying 2016 Royalty Paymentsi ii
Silver
Gold
Sales (ounces)
18,996,000
7,700
Average Realized Price (per
$17.57
$1,245
ounce)
Projected Revenue
$333,759,720
$9,586,500
Estimated Royalty Payment
(5.5%)iii
ESTMA Payment
AIF Royalty Expense
Annual Financials Royalty
Expense
Discrepancy Estimate vs.
ESTMA

Total

$343,346,220
$18,884,042
$12,000,000
$12,100,000
$18,741,000
$6,884,042

i No

average realized gold price listed for Escobal in financials. The average realized price for all their mine
sites was used
ii Lead and zinc sales were not mentioned in the financials but are subject to a royalty under the royalty
agreement with the government
iii PWYP Canada estimated the expected royalty payment by applying the 5.5% royalty rate to estimated
metal sales revenues (metal sold X average sale price as indicated by the company).
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Further Insights into Payments Outlined in ESTMA Report
Payee: Superintendencia de Administración Tributaria (SAT) / Superintendency of Tax
Administration
Taxes: $27,940,000
ESTMA Notes: None
Expanded Explanation: Companies make a decision every year on whether to pay taxes under the
Regime on Profits or the optional regime (discussed further above). Tahoe Resources has paid taxes
under the option regime in 2014, 2015 and 2016. 35 Under this regime, the company pays 7% on all
taxable income on a monthly basis 36.
Payee: Ministerio de Finanzas (Gobiemo de Guatemala) / Ministry of Finance (Government of
Guatemala)
Royalties: $6,150,000
ESTMA Notes: None
Expanded Explanation: A 2% royalty is committed to the Government of Guatemala. A portion
(0.5%) of this royalty was mandated by the government to do mining in the area and the remaining
(1.5%) was voluntarily agreed upon37.
Payee: Municipalidad San Rafael Las Flores / Municipality San Rafael Las Flores
Royalties: $4,620,000
ESTMA Notes: None
Expanded Explanation: A 2% royalty is committed to the Municipality of San Rafael Las Flores. A
portion (0.5%) of this royalty was mandated by the government and the remaining (1.5%) was
voluntarily agreed upon38.
Payee: Social Security Institute
Taxes: $2,480,000
ESTMA Notes: None
Expanded Explanation A portion of employee payments to the Social Security Institute are made by
the employees themselves (withheld via payroll withholdings) and a portion is paid by the company39.
The amount listed in ESTMA is the amount paid out by the company.
Payee: Municipality of Cuilapa
Royalties: $410,000
ESTMA Notes: None
Expanded Explanation: The surrounding municipalities around Escobal split a 1% royalty from
production at Escobal40. The company refers to this royalty as part of a voluntary agreement stating in
its 2016 AIF that “the Company’s Guatemalan voluntary royalty program offered economic and social
development to the communities impacted by the project.”
Payee: Municipality of Barberena
Royalties: $410,000
ESTMA Notes: None
Expanded Explanation: The surrounding municipalities around Escobal split a 1% royalty from
production at Escobal41.
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Payee: Municipality of Santa Cruz Naranjo
Royalties: $410,000
ESTMA Notes: None
Expanded Explanation: The surrounding municipalities around Escobal split a 1% royalty from
production at Escobal42. See note re: Municipality of Cuilapa.
Payee: Municipalidad San Rafael Las Flores / Municipality San Rafael Las Flores
Taxes: $140,000
ESTMA Notes: None
Expanded Explanation: Surface rights in Guatemala are negotiated separately of subsurface rights.
Thus, the company had to purchase surface rights for the mining area. The land area falls within the
San Rafael Las Flores municipality. This amount in taxes is the annual property taxes the company has
to pay to the municipality.
Payee: Ministerio de Ambiente y Recursos Naturales / Ministry of Environment and Natural
Resources
Fees: $100,000
ESTMA Notes: None
Expanded Explanation: An annual fee is paid to the Ministry of Environment and Natural Resources.
Social Unrest

There has been a history of opposition to mining in Guatemala, including at the Escobal
mine. The opposition has to do with the belief that mining in the area will cause permanent
damage to the environment, including increased pollution and water contamination.43
There have been a number of protests and roadblocks that have taken place at the mine
over the past years. Many protesters allege that they have been legally persecuted for
voicing their opinions against the mine site.44
One notable incident involved a 2013 protest, where seven men allege that they were
shot at close range with rubber bullets by mine security guards and suffered serious
injuries while engaged in a peaceful protest.45 The protestors allege that the shooting was
planned, ordered and directed by Minera San Rafael’s security manager, Alberto Rotondo 46.
The seven men brought a case against Tahoe Resources to British Columbian (B.C.) courts
in Canada, and in April 2017 the B.C. Court of Appeal ruled that the lawsuits can proceed.
The case will now move forward in B.C. Courts, although three of the seven plaintiffs settled
their claims in confidential settlements in April of 2017.47
In July of 2017 the Supreme Court of Guatemala temporarily revoked the operating
permit for the Escobal Mine, this decision was in response to a lawsuit filed by a
Guatemalan NGO which alleges that the government violated indigenous Xinca peoples’
right to consultation when it issued the Escobal permit.48 The decision to temporarily
suspend the permit caused Tahoe’s shares to plunge 33%. 49 On September 10th 2017 it was
reported that the Guatemalan Supreme Court issued a decision that reinstated the Escobal
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mining license for Minera San Rafael. The Guatemalan Supreme Court has also ordered the
Ministry of Energy and Mines (MEM) in Guatemala to consult with the local Xinca
indigenous people and report back to the Court within 12 months50. However, Tahoe
Resources remains unable to resume operations due to the failure of the Government of
Guatemala to renew its export credentials and a road block of the mine, which was ongoing
through the fall of 2017.51
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