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Building wealth through developing and operating major copper & gold mine

TASEKO ANNOUNCES STRONG SECOND QUARTER 2010 EARNINGS RESULTS
AND ELIMINATES LARGE TAX LIABILITY

August 12, 2010, Vancouver, BC — Taseko Mines Limited (TSX: TKO; NYSE Amex: TGB) ("Taseko" or the
"Company") reports the results for the three months ended June 30, 2010. This release should be read with the
Company’s Financial Statements and Management Discussion & Analysis ("MD &A™), available at
www.tasekomines.com and filed on www.sedar.com. Except where otherwise noted, all currency amounts are
stated in Canadian dollars. Taseko’s 75% (effective March 31, 2010) owned Gibraltar Mine is located north of
the City of Williams Lake in south-central British Columbia. Sales and production volumes reflected in this
release are on a 100% basis unless otherwise indicated.

For the quarter ended June 30, 2010, the Company reports an operating profit of $17.4 million and net earnings
of $45.4 million or $0.24 per share, compared to an operating profit of $16.7 million and net earnings of $11.4
million for the three months ended June 30, 2009. For the second quarter 2010, earnings before tax and other
items were $20.9 million. Other items include the unrealized (non-cash) mark-to-market gain attributable to
derivative instruments of $8.9 million.

Revenue for the quarter was $56.5 million from the sale of Taseko’s 75% share of 21.1 million pounds of
copper and 193,000 pounds of molybdenum at an average realized price of US$3.15 per pound for copper and
US$16.67 per pound for molybdenum.

Russell Hallbauer, President and CEO of Taseko commented, “The final Gibraltar expansion projects are on
track to be completed by the end of 2010. Components of our new Bucyrus 495HR 60 yard shovel are arriving
at the mine and the erection is ongoing. In addition to the new shovel, which will be operational in November,
four new 320 ton haul trucks have been purchased for arrival over the next four months. This new equipment
will ensure mining rates can be sustained as the mill throughput increases, and will also reduce mining costs in
the process.”

Mr. Hallbauer continued, “Financially, the Company remains in excellent shape. As of June 1, Taseko’s copper
hedging contracts, for approximately 50% of Gibraltar production, rolled into a higher bracket with the new per
pound collar price at US$2.50 and cap price at US$3.95. This will eliminate realized hedging losses going
forward, unless the monthly average copper price was to exceed the cap price. The elimination of the tax
contingency and related interest costs totalled $30.6 million and represents a further improvement in Taseko’s
balance sheet.

Operating costs remain a key focus for management. Second quarter operating costs were affected by a number
of non-recurring cost items, totalling US$0.41 per pound, and are detailed in our MD&A.”

Mr. Hallbauer added, “Regarding Prosperity, upon Federal approval of the project we need to be positioned to
move forward with no further delays. In anticipation of final approval, we are advancing certain aspects of the
Project. In July, a contract was signed with Ausenco Limited for the first stage of the Engineering and
Procurement. During the second quarter, miscellaneous statutory permit applications were submitted, including
the application for the British Columbia Mines Act Permit. Additionally, procurement of long lead equipment,
project financing and negotiating concentrate sales agreements continue to be advanced.”


http://www.tasekomines.com/
http://www.sedar.com/
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Gibraltar

Taseko’s 75% (effective March 31, 2010) owned Gibraltar Mine is located north of the City of Williams Lake in
south-central British Columbia. Sales and production volumes reflected in this release are on a 100% basis
unless otherwise indicated.

Three-Month Sales

e Copper in concentrate sales volume in the three months ended June 30, 2010 was 21.1 million pounds
compared to 21.0 million pounds of copper in concentrate sold during the three months ended June 30,
20009.

e There were no sales of copper cathode in either of the three month periods ending June 30, 2010 and
June 30, 2009.

e The average price realized for sales of copper during the period was US$3.15 per pound, compared to
US$2.10 per pound realized in the three months ended June 30, 2009.

e Molybdenum in concentrate sales volume in the three months ended June 30, 2010 was 193,000 pounds
compared to 216,000 pounds sold in the three months ended June 30, 2009.

e The average price realized for sales of molybdenum for the three months ended June 30, 2010 was
US$16.67 per pound, compared to US$10.56 per pound realized in the three months ended June 30,
20009.

Six Month Sales

o Copper in concentrate sales volume increased to 41.5 million pounds in the six months ended June 30,
2010 from the 39.6 million pounds of copper in concentrate sold during the six months ended June 30,
2009.

e Copper cathode sales decreased in the six months ended June 30, 2010 to 0.14 million pounds compared
to 0.71 million pounds in the six months ended June 30, 2009.

e The average price realized for sales of copper in the six months ended June 30, 2010 was US$3.23 per
pound, compared to US$1.87 per pound realized in the six months ended June 30, 2009.

e Molybdenum in concentrate sales volume decreased to 403,000 in the six months ended June 30, 2010
from 445,000 pounds sold in the six months ended June 30, 20009.

e The average price realized for sales of molybdenum for the six months ended June 30, 2010 was
US$16.55 per pound, compared to US$9.44 per pound realized in the six months ended June 30, 20009.

Quarter-end Inventory

e Copper concentrate inventory at June 30, 2010 was 3.1 million pounds compared to 3.0 million pounds
at June 30, 2009.

e Copper cathode inventory at June 30, 2010 was 0.59 million pounds compared to 0.50 million pounds at
June 30, 2009.

e Molybdenum in concentrate inventory at June 30, 2010 was 27,000 pounds compared to 37,000 pounds
at June 30, 2009.
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The following table is a summary of operating statistics (100%) for the quarter and year to date:

Three months Six months Three months Six months
ended ended ended ended

June 30, 2010 June 30, 2010 | June 30, 2009 June 30, 2009
Total tons mined (millions)"* 11.1 22.6 7.9 14.8
Tons of ore milled (millions) 3.6 7.2 3.3 6.5
Stripping ratio 2.2 2.2 14 1.2
Copper grade (%) 0.306 0.331 0.33 0.35
Molybdenum grade (%Mo) 0.011 0.012 0.011 0.011
Copper recovery (%) 88.7 89.2 83.7 83.0
Molybdenum recovery (%) 25.5 23.5 30.3 30.6
Copper production (millions Ib) * 20.1 43.2 19.1 39.0
Molybdenum production (thousands Ib) 218 412 217 404
Foreign exchange ($C/$US) 1.03 1.03 1.17 1.20
Copper production costs, net of by-product
credits®, per Ib of copper US$1.64 US$1.41 US$0.96 US$0.94
Off property costs for transport, treatment
(smelting & refining) & sales per Ib of copper US$0.41 US$0.37 US$0.34 US$0.29
Total cash costs of production per Ib of copper” US$2.05 US$1.78 US$1.30 US$1.23

' Total tons mined includes sulphide ore, low grade stockpile material, overburden, and waste rock which were

moved from within pit limit to outside pit limit during the period.

Copper production includes concentrate and cathode.

By-product credit is calculated on a three month total and averaged over the quarter.
See Section 1.15.5 in the MD & A.

2
3
4

Total tons mined were greater than the corresponding quarter in 2009 as a result of increased strip ratio. The
mining operation moved closer to the deposit average strip ratio based on continued strength in the price of
copper. The Gibraltar concentrator continued to perform very well during the quarter with all circuits stabilized.
Metal production for the period was slightly lower than the first quarter as a result of decreased copper head
grade, a typical fluctuation as mining advances through the pit. The lower grade ore also had a minor effect on
copper recoveries. Molybdenum recovery, still affected by the finer grind material from the tower mill, has
improved to 25.5% from 21.5% in the previous quarter and continues to be a focus by Gibraltar’s metallurgical
staff.

Total costs for the first six months of 2010 are higher than the same period 2009 as a result of increased
stripping ratio, strengthening Canadian dollar against the US dollar, higher prices for fuel, reagents and grinding
media, and increased off property transportation costs.
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The following table illustrates the year-over-year changes to operating costs when comparing first half 2010 to
first half 20009:

Line Item Comparative Effect (US$/Ib Cu)
Increased Strip Ratio 0.25
Foreign Exchange 0.20
Consumable Price Increase 0.10
Off Property Costs 0.08
Total Difference Attributable to Above Items 0.63

Unit costs during the second quarter of 2010 were higher than the first quarter of 2010 due to inventory
adjustments and additional transportation and treatment charges which resulted from sales volume exceeding
production volume. Site costs were higher as a result of one time costs of rehabilitation of older mine equipment
required to increase mine production levels and the completion of a stabilization project of a portion of the
Granite pit highwall by contractor miners. Material moved in the mine was two million tons higher than shown
in the production table as this material was placed in-pit to allow earlier access to lower benches and improve
ore haul productivity. Although this material will not be re-handled during 2010 it is still within pit limits and so
is not accounted as tons mined, nor is it included in strip ratio.

The following table illustrates the effects on operating costs when comparing the second quarter to the first
quarter of 2010:

Line Item Comparative Effect (US$/Ib Cu)
Inventory Adjustment 0.10
Truck, Shovel, Crusher Rehabilitation 0.09
Granite Pit Wall Stabilization Project 0.05
Additional Material Moved 0.10
Off Property Cost Increase From Sales Increase 0.07
Total Difference Attributable to Above Items 0.41

Infrastructure and Mining Fleet Upgrades

During the second quarter, the new in-pit primary crusher and conveyor system was commissioned. This new
system will reduce the mine’s haul truck requirement by two trucks as a result of a decrease in the ore hauling
distance by two kilometres (a 40% shorter haul). Additionally, the original primary crusher will act as a backup
to the new system, providing reliability for planned and unplanned shutdowns of the in-pit crusher.

Replacement of the current single-line tailings system with a two line system was also completed at the end of
the second quarter. Substitution of the natural gas fired concentrate dryer with a filter press is planned to be
completed in the third quarter of 2010. This equipment will reduce operating costs, provide a more stable
operating platform, and be able to handle higher volumes expected as the mill throughput increases.
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Construction of the new SAG mill direct feed system has commenced and is planned to be completed at the end
of the fourth quarter. This feed system is designed to improve mill availability, increase throughput and reduce
costs by eliminating the complicated secondary crusher and fine ore feed system. The new direct feed system
will also allow larger mill feed more appropriate for autogenous grinding than can be achieved with the current
system.

Copper production for the first half of 2010 (43 million pounds) was 38% higher than the second half of 2009
(31 million pounds). This is a reflection of the operational improvements which have been made at Gibraltar.
Anticipating a further increase to mill throughput in the coming months as the above mentioned upgrades are
completed, the Company has purchased four new 320 ton haul trucks for the mine and a new 495HR Bucyrus
shovel. This new mining equipment will replace older, smaller machinery, thereby increasing productivity and
reducing operating and maintenance costs.

Prosperity

Taseko holds a 100% interest in the Prosperity property, located 125 kilometers southwest of the City of
Williams Lake. The property hosts a large porphyry gold-copper deposit amenable to open pit mining.

In early June, the British Columbia Provincial Government granted Taseko a long-term, renewable, 25-year
mining lease for the Prosperity Gold-Copper Project, providing the Company with mineral tenure security for
the project.

Permitting

On January 14, 2010, Taseko received the environmental assessment certificate for the Prosperity Project from
the British Columbia Provincial Ministry of Environment. This is an important milestone as it is the Provincial
Government which is responsible for mine development in British Columbia. The Provincial Mines Act permit
application was submitted to the Ministry of Energy, Mines, and Petroleum Resources on June 17 and is
currently before the Provincial Mine Development Review Committee.

The Federal Panel process, in which public hearings were conducted by a three-person Panel operating under
defined Terms of Reference, concluded on May 3, 2010. The Federal Panel submitted its findings to the Federal
Minister of Environment on July 2, 2010. The panel findings were essentially the same as the conclusions
reached in the Provincial Environmental Assessment but they were not mandated to assess economic and social
value generated by the project. The Canadian Federal Cabinet is expected to make a decision in September or
October 2010. It is believed that those social and economic factors which justified the project in the Provincial
Environmental Assessment will also be given prominence in their deliberations.

Gold Stream Agreement

In May, the Company entered into a gold stream transaction with Franco-Nevada Corporation (“Franco-
Nevada”), under which Franco-Nevada will purchase gold equal to 22% of the life of mine gold produced at the
project. Staged cash deposits aggregating US$350 million will be paid during mine construction as well as 2
million Franco-Nevada warrants will be issued on the date of the first advance of the cash payment. For each
ounce of gold delivered to Franco-Nevada, Taseko will receive a further cash payment of US$400 (subject to an
inflationary adjustment) or the prevailing market price, if lower. The deposit will be credited with the difference
between US$400 and the market price of gold for each ounce delivered until the deposit is fully credited.
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Each warrant is exercisable to purchase one Franco-Nevada common share at a price of $75.00 until June 16,
2017 and will be listed under the same terms as the warrants listed on TSX under the symbol FNV.WT.A.

The conditions to funding the gold steam include obtaining full financing of the project, receipt of all material
permits to construct and operate Prosperity and securing marketing arrangements for the majority of the
concentrate.

Taseko will host a conference call on Friday, August 13, 2010 at 11:00 a.m. Eastern Time (8:00 a.m. Pacific) to
discuss these results. The conference call may be accessed by dialing (877) 303-9079, or (970) 315-0461
internationally. A live and archived audio webcast will also be available at www.tasekomines.com.

The conference call will be archived for later playback until August 20, 2010 and can be accessed by dialing
(800) 642-1687 in Canada and the United States, or (706) 645-9291 internationally and using the passcode
86660862.

For further information contact: Brian Bergot, Investor Relations — 778-373-4545, toll free 1-800-667-2114

Russell Hallbauer
President and CEO

No regulatory authority has approved or disapproved of the information in this news release.

Forward Looking Statements

This document contains “forward-looking statements” that were based on Taseko’s expectations, estimates and projections as of the dates
as of which those statements were made. Generally, these forward-looking statements can be identified by the use of forward-looking
terminology such as “outlook”, “anticipate”, “project”, “target”, “believe”, “estimate”, “expect”, “intend”, “should” and similar expressions.

Forward-looking statements are subject to known and unknown risks, uncertainties and other factors that may cause the Company'’s actual
results, level of activity, performance or achievements to be materially different from those expressed or implied by such forward-looking
statements. These included but are not limited to:

. uncertainties and costs related to the Company’s exploration and development activities, such as those associated with continuity of
mineralization or determining whether mineral resources or reserves exist on a property;

. uncertainties related to the accuracy of our estimates of mineral reserves, mineral resources, production rates and timing of
production, future production and future cash and total costs of production and milling;

. uncertainties related to feasibility studies that provide estimates of expected or anticipated costs, expenditures and economic returns
from a mining project;

. uncertainties related to our ability to complete the mill upgrade on time estimated and at the scheduled cost;

. uncertainties related to the ability to obtain necessary licenses permits for development projects and project delays due to third party
opposition;

. uncertainties related to unexpected judicial or regulatory proceedings;

e changes in, and the effects of, the laws, regulations and government policies affecting our exploration and development activities and
mining operations, particularly laws, regulations and policies;

. changes in general economic conditions, the financial markets and in the demand and market price for copper, gold and other
minerals and commodities, such as diesel fuel, steel, concrete, electricity and other forms of energy, mining equipment, and
fluctuations in exchange rates, particularly with respect to the value of the U.S. dollar and Canadian dollar, and the continued
availability of capital and financing;

o the effects of forward selling instruments to protect against fluctuations in copper prices and exchange rate movements and the risks
of counterparty defaults, and mark to market risk;

e the risk of inadequate insurance or inability to obtain insurance to cover mining risks;

e the risk of loss of key employees; the risk of changes in accounting policies and methods we use to report our financial condition,
including uncertainties associated with critical accounting assumptions and estimates;

. environmental issues and liabilities associated with mining including processing and stock piling ore; and

. labour strikes, work stoppages, or other interruptions to, or difficulties in, the employment of labour in markets in which we operate
mines, or environmental hazards, industrial accidents or other events or occurrences, including third party interference that interrupt
the production of minerals in our mines.

For further information on Taseko, investors should review the Company’s annual Form 40-F filing with the United States Securities and
Exchange Commission www.sec.com and home jurisdiction filings that are available at www.sedar.com.


http://www.sec.com/
http://www.sedar.com/
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11 Date

This Management Discussion and Analysis ("MD&A") should be read in conjunction with the unaudited
interim consolidated financial statements of Taseko Mines Limited ("Taseko", or the "Company") for the
three and six months ended June 30, 2010 and the audited consolidated financial statements for the year
ended December 31, 2009, prepared in accordance with Canadian generally accepted accounting
principles, and publicly available on SEDAR at www.sedar.com.

This MD&A is prepared as of August 11, 2010. All dollar figures stated herein are expressed in Canadian
dollars, unless otherwise specified.

This discussion includes certain statements that may be deemed "forward-looking statements”. All
statements in this discussion, other than statements of historical facts, that address future production,
reserve potential, exploration drilling, exploitation activities and events or developments that the
Company expects are forward-looking statements. Although the Company believes the expectations
expressed in such forward-looking statements are based on reasonable assumptions, such statements are
not guarantees of future performance and actual results or developments may differ materially from those
in the forward-looking statements. Factors that could cause actual results to differ materially from those
in forward-looking statements include market prices, exploitation and exploration successes, continued
availability of capital and financing and general economic, market or business conditions. Investors are
cautioned that any such statements are not guarantees of future performance and actual results or
developments may differ materially from those projected in the forward-looking statements.

Cautionary Note to Investors Concerning Estimates of Measured and Indicated Resources

This discussion uses the terms 'measured resources' and ‘indicated resources’. The Company advises
investors that while those terms are recognized and required by Canadian regulations, the U.S. Securities
and Exchange Commission does not recognize them. Investors are cautioned not to assume that any
part or all of mineral deposits in these categories will ever be converted into reserves.

Cautionary Note to Investors Concerning Estimates of Inferred Resources

This discussion uses the term 'inferred resources’. The Company advises investors that while this term is
recognized and required by Canadian regulations, the U.S. Securities and Exchange Commission does not
recognize it. 'Inferred resources' have a great amount of uncertainty as to their existence, and as to their
economic and legal feasibility. It cannot be assumed that all or any part of a mineral resource will ever be
upgraded to a higher category. Under Canadian rules, estimates of Inferred Mineral Resources may not
form the basis of economic studies, except in rare cases. Investors are cautioned not to assume that
any part or all of an inferred resource exists, or is economically or legally mineable.
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Cash cost of production

This management discussion uses the term cash cost of production which is a non-GAAP measure
intended to provide additional information to investors and should not be considered in isolation or as a
substitute for measures of performance prepared in accordance with GAAP (see 1.15.5). Cash cost of
production is a common performance measure in the copper industry and includes direct cost of
operations and related costs through to refined metal, excluding amortization.

Taseko’s 75% (effective March 31, 2010) owned Gibraltar Mine is located north of the City of Williams
Lake in south-central British Columbia. Sales and production volumes reflected in this MD&A are on a
100% basis unless otherwise indicated.

1.2 Overview

Taseko is a mining and mine development company with one operating mine, two advanced stage
projects and one exploration property, all located in British Columbia, Canada. These are the Gibraltar
copper-molybdenum mine, the Prosperity gold-copper project, the Harmony gold project and the Aley
niobium property.

During the six months ended June 30, 2010 Taseko has continued to focus on production and operating
cost improvements and completing capital upgrade projects at its Gibraltar mine and on attaining
environmental assessment approvals, as well as arranging project financing and concentrate marketing
opportunities for the Prosperity Project.

Taseko had an operating profit of $17.4 million and net earnings of $45.4 million or $0.24 per share for
the three months ended June 30, 2010, compared to an operating profit of $16.7 million and net earnings
of $11.4 million for the three months ended June 30, 2009. For the second quarter 2010, earnings before
tax and other items of were $20.9 million.

During the three months ended June 30, 2010, Gibraltar produced 20.1 million pounds of copper and 218
thousand pounds of molybdenum. For the six months ended June 30, 2010, Gibraltar produced 43.2
million pounds of copper and 412,000 pounds of molybdenum.

Copper recoveries in the second quarter continued at the 89% level established in the fourth quarter of
2009. The in-pit crusher and conveyor system and tailings pumping system were both completed in the
quarter and are now fully operational. The upgraded concentrate filter/dryer circuits are expected to be
functioning in the third quarter and the Semi Autogenous Grinding (SAG) mill direct feed system is
planned to be operating in the first quarter of 2011.

The Gibraltar mine officially became a joint venture with Cariboo Copper Corp. (“Cariboo”) at the start
of the second quarter of 2010. Taseko and Cariboo now hold 75% and 25% interests, respectively, in the
mine and Taseko continues to be the operator.

In May, the Company entered into a gold stream transaction with Franco-Nevada Corporation to fund
approximately 45% of the planned capital expenditures for Prosperity by selling 6% of the total projected
gross metal revenue. Further details are provided in section 1.2.2. Combined with cash on hand and
expected cash flow from Gibraltar, Prosperity is approximately 80% funded without any debt.
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Following the Provincial review process, the Company received an environmental assessment certificate
for the Prosperity Gold-Copper Project from the British Columbia Ministry of Environment in January
2010 and the Provincial Mines Act Permit Application was submitted on June 17, 2010. A Federal Panel
completed public hearings on the Prosperity Project in May and submitted a report to the Federal Cabinet
in early July. The panel findings were essentially the same as the conclusions reached in the Provincial
Environmental Assessment but they were not mandated to assess economic and social value generated by
the project. The Canadian Federal Cabinet is expected to make a decision in September or October, 2010.
It is believed that those social and economic factors which justified the project in the Provincial
Environmental Assessment will also be given prominence in their deliberations.

Mr. David Rouleau joined Taseko as Vice President, Operations, during July of 2010. Dave is a Mining
Engineer with over 20 years experience in mine operations and development, most recently having
worked with Canadian Natural Resources Limited in the construction and successful start up of the
Horizon QOil Sands project in Fort McMurray, Alberta.

1.2.1 Gibraltar Mine

Taseko’s 75% (effective March 31, 2010) owned Gibraltar Mine is located north of the City of Williams
Lake in south-central British Columbia. Sales and production volumes reflected in this MD&A are on a
100% basis unless otherwise indicated.

Three-Month Sales

e Copper in concentrate sales volume in the three months ended June 30, 2010 was 21.1 million
pounds compared to 21.0 million pounds of copper in concentrate sold during the three months
ended June 30, 2009.

e There were no sales of copper cathode in either of the three month periods ending June 30, 2010
and June 30, 2009.

e The average price realized for sales of copper during the period was US$3.15 per pound,
compared to US$2.10 per pound realized in the three months ended June 30, 20009.

e Molybdenum in concentrate sales volume in the three months ended June 30, 2010 was 193,000
pounds compared to 216,000 pounds sold in the three months ended June 30, 20009.

e The average price realized for sales of molybdenum for the three months ended June 30, 2010
was US$16.67 per pound, compared to US$10.56 per pound realized in the three months ended
June 30, 20009.
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Six Month Sales

Copper in concentrate sales volume increased to 41.5 million pounds in the six months ended
June 30, 2010 from the 39.6 million pounds of copper in concentrate sold during the six months
ended June 30, 2009.

Copper cathode sales decreased in the six months ended June 30, 2010 to 0.14 million pounds
compared to 0.71 million pounds in the six months ended June 30, 2009.

The average price realized for sales of copper in the six months ended June 30, 2010 was
US$3.23 per pound, compared to US$1.87 per pound realized in the six months ended June 30,
20009.

Molybdenum in concentrate sales volume decreased to 403,000 in the six months ended June 30,
2010 from 445,000 pounds sold in the six months ended June 30, 2009.

The average price realized for sales of molybdenum for the six months ended June 30, 2010 was
US$16.55 per pound, compared to US$9.44 per pound realized in the six months ended June 30,
2009.

Quarter-end Inventory

Copper concentrate inventory at June 30, 2010 was 3.1 million pounds compared to 3.0 million
pounds at June 30, 2009.

Copper cathode inventory at June 30, 2010 was 0.59 million pounds compared to 0.50 million
pounds at June 30, 20009.

Molybdenum in concentrate inventory at June 30, 2010 was 27,000 pounds compared to 37,000
pounds at June 30, 20009.
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Gibraltar Mine Production and Cost Performance

The following table is a summary of operating statistics (100%) for the quarter and year to date:

Three months Six months Three months Six months
ended ended ended ended
June 30, 2010 June 30, 2010 | June 30, 2009 June 30, 2009
Total tons mined (millions)* 11.1 226 7.9 14.8
Tons of ore milled (millions) 3.6 7.2 3.3 6.5
Stripping ratio 2.2 2.2 1.4 1.2
Copper grade (%) 0.306 0.331 0.33 0.35
Molybdenum grade (%Mo) 0.011 0.012 0.011 0.011
Copper recovery (%) 88.7 89.2 83.7 83.0
Molybdenum recovery (%) 255 235 30.3 30.6
Copper production (millions Ib) * 20.1 43.2 19.1 39.0
Molybdenum production (thousands Ib) 218 412 217 404
Foreign exchange ($C/$US) 1.03 1.03 1.17 1.20
Copper production costs, net of by-product
3 US$1.64 US$1.41 US$0.96 US$0.94
credits”, per Ib of copper
Off property costs for transport, treatment
_ o US$0.41 US$0.37 US$0.34 US$0.29
(smelting & refining) & sales per Ib of copper
Total cash costs of production per Ib of copper” US$2.05 US$1.78 US$1.30 US$1.23

1

2
3

4 See Section 1.15.5.

Total tons mined includes sulphide ore, low grade stockpile material, overburden, and waste rock which
were moved from within pit limit to outside pit limit during the period.

Copper production includes concentrate and cathode.
By-product credit is calculated on a three month total and averaged over the quarter.

Total tons mined were greater than the corresponding quarter in 2009 as a result of increased strip ratio.
The mining operation moved closer to the deposit average strip ratio based on continued strength in the
price of copper. The Gibraltar concentrator continued to perform very well during the quarter with all
circuits stabilized. Metal production for the period was slightly lower than the first quarter as a result of
decreased copper head grade, a typical fluctuation as mining advances through the pit. The lower grade
ore also had a minor effect on copper recoveries. Molybdenum recovery, still affected by the finer grind
material from the tower mill, has improved to 25.5% from 21.5% in the previous quarter and continues to

be a focus by Gibraltar’s metallurgical staff.

Total costs for the first six months of 2010 are higher than the same period 2009 as a result of increased
stripping ratio, strengthening Canadian dollar against the US dollar, higher prices for fuel, reagents and
grinding media, and increased off property transportation costs.
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The following table illustrates the year-over-year changes to operating costs when comparing first half
2010 to first half 2009:

Line Item Comparative Effect (US$/Ib Cu)
Increased Strip Ratio 0.25
Foreign Exchange 0.20
Consumable Price Increase 0.10
Off Property Costs 0.08
Total Difference Attributable to Above ltems 0.63

Unit costs during the second quarter of 2010 were higher than the first quarter of 2010 due to inventory
adjustments and additional transportation and treatment charges which resulted from sales volume
exceeding production volume. Site costs were higher as a result of one time costs of rehabilitation of older
mine equipment required to increase mine production levels and the completion of a stabilization project
of a portion of the Granite pit highwall by contractor miners. Material moved in the mine was two
million tons higher than shown in the production table as this material was placed in-pit to allow earlier
access to lower benches and improve ore haul productivity. Although this material will not be re-handled
during 2010 it is still within pit limits and so is not accounted as tons mined, nor is it included in strip
ratio.

The following table illustrates the effects on operating costs when comparing the second quarter to the
first quarter of 2010:

Line Item Comparative Effect (US$/Ib Cu)
Inventory Adjustment 0.10
Truck, Shovel, Crusher Rehabilitation 0.09
Granite Pit Wall Stabilization Project 0.05
Additional Material Moved 0.10
Off Property Cost Increase From Sales Increase 0.07
Total Difference Attributable to Above Items 0.41
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Gibraltar Joint Venture

The Gibraltar Mine became an unincorporated joint venture between Taseko Mines Limited and Cariboo
Copper Corp. (a Japanese consortium) on March 31, 2010. The Company and Cariboo hold 75% and 25%
beneficial interests in the Joint Venture, respectively. Under the Joint Venture Agreement, the Company
contributed certain assets and liabilities pertaining to the Gibraltar Mine with a deemed fair value of $747
million to the Joint Venture at the effective date, and Cariboo paid the Company US$187 million to
obtain a 25% interest in the Joint Venture. The Company continues to be the operator of the Gibraltar
Mine.

The assets and liabilities contributed by the Company into the Joint Venture were primarily mineral
property interests, plant and equipment, inventory, prepaid expenses, reclamation deposits, equipment
loan, and capital lease obligations and the site closure and reclamation obligation.

Included within the assets and liabilities of the Company as at June 30, 2010, and March 31, 2010, are the
Company’s 75% interests in the assets and liabilities of the Joint VVenture as follows:

June 30 March 31
2010 2010
Assets

Current assets $ 58,131 | $ 17,701
Advances for equipment 2,027 1,188
Reclamation deposits 22,438 21,990
Mineral property interests, plant and equipment, net 252,710 251,197

Liabilities
Current liabilities $ 22,831 | $ 4,413
Long-term liabilities 10,490 11,598
Site closure & reclamation obligation 7,866 7,778

Included within the Company’s statement of operations and comprehensive income for the three months
ended June 30, 2010 are the Company's 75% interest in the operations of the Joint Venture as follows:

Three months ended
June 30, 2010

Revenues $ 45,847
Operating expenses 31,808
Depreciation and depletion 3,488
Other (income) expenses 349
Income and mining taxes 468
Other comprehensive income 95
Total comprehensive income $ 9,829
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Included within the cash flows of the Company for the three months ended June 30, 2010 are the
Company’s 75% interest in the cash flows of the Joint Venture as follows:

Three months ended
June 30, 2010

Operating activities $ 11,018
Investing activities (3,666)
Financing activities 13,292

Infrastructure and Mining Fleet Upgrades

During the second quarter, the new in-pit primary crusher and conveyor system was commissioned. This
new system will reduce the mine’s haul truck requirement by two trucks as a result of a decrease in the
ore hauling distance by two kilometres (a 40% shorter haul). Additionally, the original primary crusher
will act as a backup to the new system, providing reliability for planned and unplanned shutdowns of the
in-pit crusher.

Replacement of the current single-line tailings system with a two line system was also completed at the
end of the second quarter. Substitution of the natural gas fired concentrate dryer with a filter press is
planned to be completed in the third quarter of 2010. This equipment will reduce operating costs, provide
a more stable operating platform, and be able to handle higher volumes expected as the mill throughput
increases.

Construction of the new SAG mill direct feed system has commenced and is planned to be completed at
the end of the fourth quarter. This feed system is designed to improve mill availability, increase
throughput and reduce costs by eliminating the complicated secondary crusher and fine ore feed system.
The new direct feed system will also allow larger mill feed more appropriate for autogenous grinding than
can be achieved with the current system.

Copper production for the first half of 2010 (43 million pounds) was 38% higher than the second half of
2009 (31 million pounds). This is a reflection of the operational improvements which have been made at
Gibraltar. Anticipating a further increase to mill throughput in the coming months as the above mentioned
upgrades are completed, the Company has purchased four new 320 ton haul trucks for the mine and a new
495HR Bucyrus shovel. This new mining equipment will replace older, smaller machinery, thereby
increasing productivity and reducing operating and maintenance costs.

Labour and Safety

The number of active personnel at the site at the end of June 2010 was 418, compared to 377 personnel at
the end of December 2009. There were no lost time accidents in the second quarter of 2010.

Environmental

There was one reportable incident during the quarter. On April 27, during the commissioning of the site
water discharge pipeline to the Fraser River, the pipe developed a small leak. The leak was detected via
visual inspection and the line was shutdown and drained immediately. The incident was reported to the
BC Ministry of the Environment.
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1.2.2 Prosperity Project

Taseko holds a 100% interest in the Prosperity property, located 125 kilometers southwest of the City of
Williams Lake. The property hosts a large porphyry gold-copper deposit amenable to open pit mining.

In early June, the British Columbia Provincial Government granted Taseko a long-term, renewable, 25-
year mining lease for the Prosperity Gold-Copper Project, providing the Company with mineral tenure
security for the project.

Permitting

On January 14, 2010, Taseko received the environmental assessment certificate for the Prosperity Project
from the British Columbia Provincial Ministry of Environment. This is an important milestone as it is the
Provincial Government which is responsible for mine development in British Columbia. The Provincial
Mines Act permit application was submitted to the Ministry of Energy, Mines, and Petroleum Resources
on June 17 and is currently before the Provincial Mine Development Review Committee.

The Federal Panel process, in which public hearings were conducted by a three-person Panel operating
under defined Terms of Reference, concluded on May 3, 2010. The Federal Panel submitted its findings
to the Federal Minister of Environment on July 2, 2010. The panel findings were essentially the same as
the conclusions reached in the Provincial Environmental Assessment but they were not mandated to
assess economic and social value generated by the project. The Canadian Federal Cabinet is expected to
make a decision in September or October 2010. It is believed that those social and economic factors
which justified the project in the Provincial Environmental Assessment will also be given prominence in
their deliberations.

Gold Stream Agreement

In May, the Company entered into a gold stream transaction with Franco-Nevada Corporation (“Franco-
Nevada™), under which Franco-Nevada will purchase gold equal to 22% of the life of mine gold produced
at the project. Staged cash deposits aggregating US$350 million will be paid during mine construction as
well as 2 million Franco-Nevada warrants will be issued on the date of the first advance of the cash
payment. For each ounce of gold delivered to Franco-Nevada, Taseko will receive a further cash payment
of US$400 (subject to an inflationary adjustment) or the prevailing market price, if lower. The deposit
will be credited with the difference between US$400 and the market price of gold for each ounce
delivered until the deposit is fully credited.

Each warrant is exercisable to purchase one Franco-Nevada common share at a price of $75.00 until June
16, 2017 and will be listed under the same terms as the warrants listed on TSX under the symbol
FNV.WT.A.

The conditions to funding the gold steam include obtaining full financing of the project, receipt of all

material permits to construct and operate Prosperity and securing marketing arrangements for the majority
of the concentrate.
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1.2.3 Harmony Project

Taseko holds 100% of the Harmony gold project, located on the Queen Charlotte-Haida Gwaii on the
northwest coast of British Columbia. The Company has undertaken property maintenance and
environmental monitoring activities at Harmony since acquiring the project in 2001.

Taseko is considering initiating a pre-feasibility level study of Harmony during the 2010 fiscal year to
further evaluate the project. The Company initiated a review of engineering work on the project in late
2007 following the designation of the area as a mineral development zone under the Queen Charlotte-
Haida Gwaii Land and Resource Management Plan.

1.2.4 Aley Project

Taseko holds 100% of the Aley niobium project in northern British Columbia. The Company carried out a
field geological mapping program during June 2010 and has begun additional exploration work. There are
currently two helicopter supported diamond drill rigs working on the Aley project and information
gathered from this year’s work will guide further exploration work in 2011. Management believes that
there is a strong market for niobium in steel production, so there is excellent opportunity for development
if the deposit is confirmed.

1.25 Market Trends

Copper prices had an overall upward trend between late 2003 and mid 2008, followed by an
unprecedented 70% drop in prices over the final six months of 2008 as a result of uncertainty in global
financial markets. The average copper price in 2008 was US$3.15/Ib. Prices stabilized in January 2009
and then began to increase. The average copper price in 2009 was US$2.34/Ib. Price strength has
continued in 2010 albeit with continued volatility averaging US$3.22/lb up to the date of this report.

Gold prices were volatile in late 2008, dropping below US$800/0z for a two-week period in September,
and again from mid October through November. The average gold price for 2008 was US$871/0z and
US$974/0z in 2009. The average price in 2010 to the date of this report is US$1,163/0z.

Molybdenum prices increased from US$7.60/Ib in 2003 to peak at US$34/Ib in 2005. Prices averaged
US$25.53/lb in 2006 and US$30.47/Ib in 2007. Molybdenum prices dropped significantly in late 2008,
but averaged US$28.98/1b based on strength earlier in the year. Molybdenum prices continued to drop in
2009 to about US$8.00/Ib in early May, but improved after that and averaged US$11.28/Ib for the year.
The average price in 2010 to the date of this report is US$15.91/Ib.

The Company sells its products in United States dollars but its expenses are denominated primarily in
Canadian dollars. The six-month average at June 30, 2010 for one United States dollar was 1.034
Canadian dollars. At June 30, 2010, one United States dollar was equivalent to 1.0646 Canadian dollars.
Current forecasts anticipate continued strength in the Canadian dollar.

1.3 Selected Annual Information

Not applicable. Please refer to the MD&A for the fiscal year December 31, 2009.
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1.4 Summary of Quarterly Results

The consolidated financial results reported for June 30, 2010 reflect the Company’s 75% interest in the new Joint

Venture, which includes the results of operations since April 1, 2010.

Expressed in thousands of Canadian dollars, except per-share amounts.

Jun30  Mar31  Dec3l  Sept30  June30  Mar31  Dec3l  Sept30
2010 2010 2009 2009 2009 2009 2008 2008
Current assets 238,691 249,118 92,316 90,209 75,950 58,357 41,283 80,250
Mineral properties 26.628 26,566 32,631 32,617 32,617 32,619 32,610 32,095
Plant and equipment 235,535 233,672 305,205 303,434 301,891 295,094 292,390 266,872
Other assets 99,851 96,641 104,943 107,686 107,707 112,321 111,962 132,977
Total assets 600,705 605,997 535,095 533,946 518,165 498,391 478,245 512,194
Current liabilities 53,621 78,468 75,179 58,949 61,503 91,195 112,053 65,663
Other liabilities 112,362 139,077 163,223 183,856 165,341 166,596 131,285 176,456
Shareholders' equity 434,722 388,452 296,693 291,141 291,321 240,600 234,907 270,075
Total liabilities and shareholders' equity 600,705 605,997 535,095 533,946 518,165 498,391 478,425 512,194
Revenue 56,453 75,508 55,966 40,132 52,632 40,172 10,576 57,615
Mine site operating costs 30,488 31,559 32,160 24,528 26,203 25,454 42,021 40,924
Transportation and treatment 6,678 8,259 5,724 4,554 7,609 6,202 7,054 9,500
Amortization 1,902 2,580 2,421 1,677 2,142 1,910 1,979 2,029
Operating profit (loss) 17,385 33,110 15,661 9,373 16,678 6,606 (40,478) 5,162
Expenses:
Accretion of reclamation obligation 197 256 250 245 239 234 183 326
Asset retirement obligation change of estimates - - - - - - (4,504) -
Exploration 1,519 981 1,519 805 549 534 1,088 3,363
Foreign exchange loss (gain) (2,774) (590) (681) (3,108) (7,941) 2,930 3,249 1,142
Gain on convertible bond repurchase - - - (948) (682) - - -
General and administration 3,270 2,785 2,197 1,752 2,104 2,329 2,220 2,143
Interest expense and accretion charges 731 2,101 1,935 2,041 2,765 2,784 3,839 1,603
Interest and other income (10,611) (1,630) (1,702) (1,529) (1,987) (2,184) (1,362) (1,668)
Loss on prepayment of credit facility - 834 - - - - - -
Loss (gain) on sale of marketable securities (765) (349) (1,004) 816 - - - 120
Loss on equipment disposal - - - - - - 701 -
Premium paid on redemption of royalty obligation - 1,302 - - - - - -
Realized loss on derivative instrument 3,881 7,661 7,762 3,568 - - - -
Stock-based compensation 1,110 5,454 2,385 1,073 1,581 657 1,054 (85)
(3,442) 18,805 12,661 4,715 (3,372) 7,284 6,468 6,944
Earnings (loss) before other items 20,827 14,305 3,000 4,658 20,050 (678) (46,946) (1,782)
Other Items:
Gain on contribution to the joint venture - 97,382 - - - - - -
Unrealized gain (loss) on derivative instruments 8,910 7,491 (4,237) (8,829) (2,709) - - -
Earnings (loss) before income taxes 29,737 119,178 (1,237) (4,171) 17,341 (678) (46,946) (1,782)
Income tax expense (recovery) (15,703) 42,729 766 (1,822) 5,936 (4,186) (7,303) (8,653)
Earnings (loss) for the period 45,440 76,449 (2,003) (2,349) 11,405 3,508 (39,643) 6,871
Earnings (loss) per share — basic 0.24 0.42 (0.01) (0.01) 0.07 0.02 (0.29) 0.05
Earnings (loss) per share —diluted 0.24 0.40 (0.01) (0.01) 0.06 0.02 (0.26) 0.05
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1.5 Results of Operations

The results of operations reported for the three months and six months ended June 30, 2010 reflect the
Company’s 75% interest in the new Joint Venture, which includes the results of operations since April 1, 2010.

During the three months ended June 30, 2010 (“Q2 2010"), Taseko generated operating profit of $17.4
million compared to $16.7 million during the three months ended June 30, 2009 (*Q2 2009”) and
earnings before tax and other items of $20.9 million for Q2 2010, compared to a profit before tax and
other items of $20 million for Q2 2009. Other items include an unrealized (non-cash) mark-to-market
gain of $8.9 million, attributable to derivative instruments related to the copper hedging program. This
compares to an unrealized loss of $2.7 million in Q2 2009, resulting in a decrease in the fair valuation of
the copper hedging program with Credit Suisse, which commenced in that quarter.

During the three months ended June 30, 2010, the Company had cash outflows on operating activities of
$10.1 million, this compared to an outflow of $10.8 million for Q2 2009.

The Company recognized revenues of $56.5 million in Q2 2010, compared to $52.6 million in the same
period in fiscal 2009. Revenues consisted of copper concentrate sales of $53.9 million (Q2 2009 — $49.9
million), molybdenum concentrate sales of $2 million (Q2 2009 — $2.7 million), silver concentrate sales
of $0.6 million (Q2 2009 — $Nil), and no copper cathode sales for Q2 in both fiscal 2010 and fiscal 2009.
The increase in revenue resulted from a slight increase in copper sales in Q2 2010 over the same quarter
last year, as well as, an increase in the average realized copper price. For Q2 2010, 21.1 million pounds of
copper were sold compared to 21.0 million pounds of copper for Q2 2009. The average price per pound
of copper sold increased to US$3.15 per pound for Q2 2010, up from US$2.10 per pound for Q2 2009.
Molybdenum sales was 0.2 million pounds for Q2 2010 which is comparable 0.2 million pounds for Q2
2009. The average price per pound of molybdenum sold increase to US$16.67 per pound for Q2 2010, up
from US$10.56 per pound for Q2 20009.

Cost of sales for Q2 2010 were $37.2 million, compared to $33.8 million for Q2 2009. Cost of sales for
Q2 2010 consists of total production cost of $28 million (Q2 2009 — $24.6 million) and a positive
concentrate inventory adjustment of $2.5 million (Q2 2009 — $1.6 million). Also included in cost of sales
are transportation and treatment costs, which were $6.7 million for Q2 2010 (Q2 2009 — $7.6 million).

Amortization expense for Q2 2010 was $1.9 million compared to $2.1 million in Q2 2009. The decrease
is due to the lower net expense reflecting the Company’s 75% joint venture allocation of the total
amortization costs. Mining and milling assets are amortized using the units of production method based
on tons mined and tons milled during the period and divided by the estimated tonnage to be mined and
milled in the mine plan.

Exploration expenses increased to $1.5 million in Q2 2010 compared to $0.5 million in Q2 2009, due to a
higher level of exploration activity at the Company's Prosperity and Aley projects (see Section 1.2.2).

General and administrative (“G&A”) costs increased to $3.3 million in Q2 2010 from $2.1 million in Q2
2009. The increase is due to higher staffing levels supporting the planned growth of the business.

Stock-based compensation was $1.1 million in Q2 2010 compared to $1.6 million in Q2 20009.
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Interest and other income increased to $10.6 million as compared to $2.0 million in Q2 2009. The
increase is primarily due to the reversal of certain accrued interest expense of $8.1 million associated with
an income tax recovery discussed below.

Interest expense and interest accretion decreased to $0.7 million in Q2 2010 compared to $2.8 million in
Q2 2009 due to the redemption of the Company’s convertible bonds during fiscal 2009.

The Company recorded a foreign exchange gain of $2.8 million for Q2 2010 compared to a gain of $7.9
million in Q2 2009, this is due to the Company having fewer US denominated liabilities, when compared
to the same quarter of the prior year.

The Company recorded a realized loss of $3.9 million for Q2 (Q2 2009 — $Nil) and an unrealized gain of
$8.9 million (Q2 2009 - loss of $2.7 million) on derivative instruments as a result of the increase in fair
value of the producer call and put option contracts with Credit Suisse and Investec outstanding as at June
30, 2010.

Current income taxes recovery of $24.5 million (Q2 2009 — recovery of $1.2 million) and future income
tax expense of $8.8 million (Q2 2010 — expense of $7.1 million) were recorded for Q2 2010. The current
income tax recovery is mostly due to the reversal of certain historical provisions for long term tax
liabilities of $22.5 million and the recovery of current income taxes related to operations. Future income
tax expense increased for the quarter as the Company utilized its tax pools to offset current income taxes.

Six months ended June 30, 2010

Taseko generated operating profit of $50.5 million, compared to $23.3 million during the six months
ended June 30, 2009. The Company’s earnings before tax and other items of $35.1 million, compared to
$19.4 million for the same period in prior year.

The Company had a cash inflow on operating activities of $19.9 million as compared to an outflow of
$22.2 million for the same six months in the prior year. The increase in cash inflows are mostly resulting
from the increases in sales over the same period of the prior year. The cash outflow from operating
activities during the six months ended June 30, 2009 resulted in part from paying off the negative pricing
adjustments that occurred in fiscal 2008 that were settled during Q1 2009.

The Company reported revenues of $132 million for the first six months of 2010, compared to $92.8
million in the same period in fiscal 2009. Revenues consisted of copper concentrate sales of $124.0
million (2009 — $85.2 million), molybdenum concentrate sales of $6.2 million (2009 — $5.1 million),
silver concentrate sales of $1.3 million (2009 — $1.1 million), and copper cathode sales of $0.5 million
(2009 - $1.4 million). The increase in revenue was the result of higher copper shipments in 2010 as well
as a higher average realized copper price. In 2010, 41.6 million pounds of copper (concentrate and
cathode) were sold compared to 40.3 million pounds of copper (concentrate and cathode) for 2009. The
average price per pound of copper sold increased to US$3.23 per pound for 2010, up from US$1.87 per
pound for 2009. Molybdenum sales were 0.4 million pounds for 2010 which is comparable to 0.45
million pounds for 2009. The average price per pound of molybdenum sold increased to US$16.55 per
pound for 2010, up from US$9.44 per pound for 2009.
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Cost of sales was $77.0 million for the first two quarters of fiscal 2010, compared to $65.5 million for the
same period in fiscal 2009. Cost of sales includes total production cost of $61.9 million (2009 — $50.1
million) and a positive concentrate inventory adjustment of $0.2 million (2009 — $1.6 million). Also
included in cost of sales is transportation and treatment costs, which were $14.9 million for 2010 (2009 —
$13.8 million). The total cost of sales are higher during 2010 as a result of increased stripping ratio, the
strengthening of the Canadian dollar against the US dollar, higher prices for fuel, reagents, grinding
media and increased transportation costs.

Amortization expense was $4.5 million for the six months ended June 30, compared to $4.1 million for
the same period in fiscal 2009. The increase is the result of the capital equipment additions including use
of several new pieces of equipment related to the concentrator expansion. Mining and milling assets are
amortized using the units of production method based on tons mined and tons milled during the period
and divided by the estimated tonnage to be mined and milled in the mine plan.

Exploration expenses were $2.5 million, compared to $1.1 million for the same period in 2009. The
increase is due to a higher level of exploration activity at the Company's Prosperity and Aley projects (see
Section 1.2.2).

General and administrative (“G&A”) costs were $6.1 million for the first two quarters of fiscal 2010,
compared to $4.4 million for the same period in fiscal 2009. The increase is due to higher staffing levels
and support costs associated with the growth seen within the Company.

Stock-based compensation for the six months ended June 30, 2010 was $6.6 million, compared to $2.2
million for the same period in fiscal 2009. The increase is mainly due to the newly granted options in
fiscal 2010.

Interest and other income was $12.2 million during the first two quarters of fiscal 2010, compared to $4.2
million for the same period in fiscal 2009. The increase is primarily due to the interest expense recovery
of $8.1 million during the current quarter, associated with the reversal of a provision for tax liabilities.

Interest expense and interest accretion was $2.8 million for the first two quarters of fiscal 2010, compared
to $5.5 million for the same period in fiscal 2009. The decrease is due to the redemption of the
Company’s convertible bonds during fiscal 2009 and repayment of a credit facility in fiscal 2010.

The Company recorded a foreign exchange gain of $3.4 million for the six months ended June 30, 2010,
compared to a gain of $5.0 for the same period in fiscal 2009. The gain is due to the strengthening of the
Canadian dollar and the revaluation of certain US-dollar denominated liabilities at June 30, 2010.

The Company recorded a realized loss of $11.5 million and unrealized gain of $16.4 million for the first
two quarters of fiscal 2010, compared to an unrealized loss of $2.7 million for the six months ended June
30, 2009 for the fair valuation of call and put option contracts with Credit Suisse.

The Company recognized current income tax expense of $8.0 million for the six months ended June 30,
2010, compared to an expense of $2.8 million for the same period in the prior year. The Company had a
future income tax expense of $19.1 million for the six months ended June 30, 2010, compared to a
recovery of $1.0 million in the same period of fiscal 2009.
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1.6 Liquidity

At June 30, 2010, the Company had cash and equivalents of $175.1 million, as compared to $35.1 million
at December 31, 2009. In addition, the Company had working capital of $185.1 million, as compared to
working capital of $17.1 million at December 31, 2009. The increase in working capital was primarily a
result of the proceeds from the sale of the 25% interest in the Joint Venture to Cariboo and the
prepayment of its long term debt facility and the current portion related thereto.

Management anticipates that sales from copper and molybdenum concentrate and copper cathode, along
with the various financing activities disclosed in Section 1.7 Capital Resources, the 24-month mine plan
and implemented cash management strategies will be sufficient to fund current operations and satisfy
obligations as they come due. Management is actively monitoring all commitments and planned
expenditures necessary to maintain operational and capital spending objectives for the fiscal year.

Liquidity Risk

The Company ensures that there is sufficient capital in order to meet short-term business requirements,
after taking into account cash flows from operations and the Company's holdings of cash and equivalents.
The Company believes that these sources will be sufficient to cover the likely short and long term cash

requirements. The Company's cash and equivalents are invested in business bank accounts with a major
Canadian financial institution and are available on demand for the Company's programs.

The following are the principal maturities of contractual obligations (in thousands of Canadian dollars):

Contractual Over 3
As at June 30, 2010 Obligations 2010 2011 2012 years
Accounts payable and accrued
liabilities $ 15325 $ 15325 $ - 3 - $ -
Amounts due to a related party 231 231 - - -
Capital lease obligations 10,128 1,808 3,200 3,161 1,959
Long-term equipment loan 6,572 1,013 2,026 3,533 -
Total liabilities $ 32256 $ 18377 $ 5226 $ 6,694 $ 1,959

The Company is also committed to equipment financing in relation to expansion activities at the Gibraltar
Mine in the amount of $17.6 million. This represents the Company’s 75% allocation for a letter of intent
that has been entered into, for the financing arrangement of a new 495HR Bucyrus shovel, which is
scheduled for commissioning in the latter part of 2010.

The Company also has purchase orders in the normal course of operations for capital equipment required
for the Gibraltar expansion project. The orders have specific delivery dates and financing of this
equipment will be through existing cash resources.

Other than those obligations disclosed in the notes to the consolidated financial statements for the six
months ended June 30, 2010, the Company has no other material capital commitments for capital
expenditures, long-term debt, capital lease obligations, operating leases or any other long-term
obligations.
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1.7 Capital Resources

The Company’s primary sources of liquidity and capital resources are our cash flow provided from
operations as well as equity and debt financings.

Debt Financings

In February 2009, the Company entered into and drew down a US$30 million 36-month term facility
agreement (the “Facility”) with Credit Suisse. During Q3 2009, the Company and Credit Suisse, as
Facility Agent, and Investec Bank plc amended the Facility to increase the existing Facility by an
additional US$20 million and the Company drew these additional funds. Under the amended facility
agreement, the US$50 million Facility was repayable commencing April 2010 and every second month
thereafter in equal installments of US$4.2 million until February 2012. The Facility interest rate was
LIBOR plus 5 percent and was due and payable bi-monthly. The long-term credit facility security
provided under the terms of the relevant agreement included certain equipment of the Gibraltar Mine, a
general security pledge, and the treatment and refining off-take agreement in addition to a corporate
guarantee.

In the previous quarter Q1 2010, the Company prepaid the Facility without penalty. A loss of $0.8 million
was recorded in the Company’s statement of operations as a result of the prepayment of the Facility and
the requirement to simultaneously expense deferred financing costs.

Equity Financings
There were no equity financings completed during the period.
Other Financings

During the prior fiscal year, the Company entered into an agreement with an unrelated investment
partnership, Gibraltar Royalty Limited Partnership ("GRLP"). Gibraltar sold to GRLP a royalty for $6.5
million.

Annual royalties were payable by Gibraltar to GRLP at rates ranging from $0.003 per pound to $0.004
per pound of copper produced during the period from September 1, 2009 to December 31, 2030 (the
“Royalty Period”). These royalty payments were to be recognized as an expense during the period.

The Company classified the principal balance of royalty obligation as a financial liability to be settled in a
future period. The Company had a pre-emptive option to repurchase (“call") the royalty obligation by
acquiring the GRLP partnership units after March 1, 2010 to December 31, 2012 in consideration of a
payment equal to the funds received by the Company plus a 20% premium payable in the Company’s
shares or cash. GRLP also had a right to sell ("put") its GRLP partnership units to the Company at fair
value after April 1, 2010 to December 31, 2012. However, this “put” right was subject to the Company's
pre-emptive right to exercise the "call" in advance of any "put" being exercised and completed.

In Q1 2010, the Company exercised its “call” option through the issuance of 1,556,355 shares of the
Company and recognized an expense of $1.3 million related to a premium on early redemption.
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1.8 Off-Balance Sheet Arrangements

None.

1.9 Transactions with Related Parties

Hunter Dickinson Services Inc. ("HDSI") (formerly Hunter Dickinson Inc.) is a private company which
until recently was owned equally by several public companies, one of which is Taseko. During the first
quarter of the current fiscal year, the Company sold its interest in HDSI for nominal value. HDSI has
certain directors in common with the Company and carries out geological, engineering, corporate
development, administrative, financial management, investor relations, and other management activities
for, and incurs third party costs on behalf of, the Company. The Company reimburses HDSI on a full
cost-recovery basis per an agreement dated June 1, 2008. On July 2, 2010, the HDSI services agreement
was amended and services will be provided based on annually set rates.

Costs for services rendered and costs incurred on behalf of the Company by HDSI during the quarter
ended June 30, 2010 were $0.6 million, as compared to $0.8 million in Q2 2009. Costs for the six month
period ended June 30, 2010 were $1.2 million (2009 — $1.5 million).

Under the terms of the Joint Venture Operating Agreement, the Joint Venture pays a management fee to
the Company for services rendered by the Company to the Joint Venture as operator of the Gibraltar
Mine. During the three month ended June 30, 2010, the Company earned $750,000 in management fees of
which 25% in the amount $188,000 (2009 — nil) was recorded in the Company’s accounts as other
income.

1.10  Fourth Quarter

Not applicable.

1.11  Proposed Transactions

On May 12, 2010, the Company announced it had entered into an arrangement (the “Arrangement”) with
Franco-Nevada Corporation (“Franco-Nevada™) to sell 22% of the gold to be produced from the
Prosperity Project. Commencing with the construction of the Prosperity Mine, the Company will receive
from Franco-Nevada funding totaling US$350 million. Upon delivery of the gold to Franco Nevada, once
Prosperity is in production, a fixed price payment will be made to the Company equal to the lesser of
US$400/0z. and the spot price at the time of sale (subject to a 1.0 % annual compounding adjustment
starting on the 4th anniversary of the Arrangement).

Under terms of the Arrangement, the unpaid amount of the Deposit will remain refundable until it is
reduced to nil. The Deposit will be reduced by an amount equal to the difference between the spot price of
gold and the USD$400/0z fixed price and multiplied by the total ounces of gold delivered to Franco-
Nevada. If at the end of the initial 40—year term of the Arrangement, the Deposit has not been reduced to
nil, the Company will refund the outstanding portion of the Deposit to Franco-Nevada.
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1.12  Critical Accounting Estimates

The preparation of financial statements in conformity with Canadian GAAP requires companies to
establish accounting policies and to make estimates that affect both the amount and timing of recording of
assets, liabilities, revenues and expenses. Some of these estimates require judgments about matters that
are inherently uncertain.

On an ongoing basis, management reviews its estimates, including those related to revenue recognition,
asset retirement obligations (“*ARO”), mineral resources and reserves, depletion, depreciation and
impairment, income taxes, stock-based compensation, inventories and the copper hedging program.
Actual results could differ from these estimates. The discussion of the accounting policies that require
management's estimates can be found on pages 18 to 21 of the Company's 2009 Annual MD&A. These
have not materially changed since December 31, 2009.

1.13  Change in Accounting Policies including Initial Adoption

(a) New Accounting Standards adopted:

As a result of the Company’s joint venture over the Gibraltar Mine on March 31, 2010, the Company has
adopted the following standard on a prospective basis with no restatement to prior period financial
statements.

CICA 3055 — “Interests in Joint Ventures™

The Company’s interests in jointly controlled assets are accounted for using proportionate consolidation.
The Company combines its share of the joint venture’s individual income and expenses, assets and
liabilities and cash flows on a line-by-line basis with similar items in the Company’s financial statements.
The Company recognizes the portion of gains or losses on the sale of assets by the Company to the joint
venture that is attributable to the other venturers. The Company does not recognize its share of profits or
losses from the joint venture that result from the Company’s purchase of assets from the joint venture
until it resells the assets to an independent party. However, a loss on the transaction is recognized
immediately if the loss provides evidence of a reduction in the net realizable value of current assets, or an
impairment loss.

(b) New Accounting Standards Not Yet Adopted:
(i) Business Combinations/Consolidated Financial Statements/Non-Controlling Interests

The AcSB issued CICA Sections 1582, Business Combinations, 1601, Consolidated
Financial Statements, and 1602, Non-Controlling Interests which superseded current Sections
1581, Business Combinations and 1600 Consolidated Financial Statements. These new
Sections replace existing guidance on business combinations and consolidated financial
statements to harmonize Canadian accounting for business combinations with IFRS. These
Sections will be applied prospectively to business combinations for which the acquisition
date is on or after the beginning of the first annual reporting period beginning on or after
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January 1, 2011. The Company is currently evaluating the impact of the adoption of these
changes on its consolidated financial statements.

i) Transition to International Financial Reporting Standards (“IFRS™)

The AcSB confirmed in February 2008 that International Financial Reporting Standards
(“IFRS™) will replace Canadian generally accepted accounting principles (“GAAP”) for
publicly accountable enterprises for financial periods beginning on and after January 1, 2011.

Accordingly, the Company will be required to present its financial statements in accordance
with IFRS for its fiscal year beginning January 1, 2011. As the comparative period ending
December 31, 2010 will also require presentation in accordance with IFRS, the Company’s
transition date for converting to IFRS is January 1, 2010 (the “Transition Date”). The
following discussion provides further information about the Company’s IFRS convergence
activities.

Management of IFRS Convergence Project

The Company has begun the process of transitioning from GAAP to IFRS. It has established a formal
project plan, allocated internal resources and engaged expert consultants, monitored by a Steering
Committee to manage the transition from GAAP to IFRS reporting. The Steering Committee regularly
updates the Audit Committee and the Board of Directors with the progress of the convergence project
through communication and meetings.

The Company is in the process of evaluating its overall readiness to transition from GAAP to IFRS
including the readiness of its staff, Board of Directors, Audit Committee and auditors. The IFRS
convergence project instituted consists of three primary phases, which in certain cases will occur
concurrently as IFRS is applied to specific areas:

e Phase 1 - Initial Scoping and Impact Assessment Analysis: to isolate key areas that will be
impacted by the transition to IFRS.

e Phase 2 - Evaluation and Design: to identify specific changes required to existing accounting
policies, information systems and business processes, together with an analysis of policy
alternatives allowed under IFRS and development of draft IFRS financial statements.

e Phase 3 - Implementation and Review: to execute the changes to information systems and
business processes, completing formal authorization processes to approve recommended
accounting policy changes and training programs across the Company’s finance and other
staff, as necessary. This will culminate in the collection of financial information necessary to
compile IFRS compliant financial statements, including embedding IFRS principles in
business processes, and Audit Committee review and approval of the financial statements.

The Company is now in the evaluation and design phase having completed most of the initial scoping and
impact assessment in Q4 2009. A detailed timetable has been prepared to manage the transition and to
monitor the progress of the transition project. At the date of preparing this MD&A, the Steering
Committee has presented the project plan and its initial scoping and impact assessment to the Audit
Committee. We expect to complete the quantification of financial statement impacts by the end of Q3
2010.
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First-time Adoption of International Financial Reporting Standards

IFRS 1, First-time Adoption of International Financial Reporting Standards (“IFRS 1), sets forth
guidance for the initial adoption of IFRS. Commencing for the period ended March 31, 2011 the
Company will restate its comparative fiscal 2010 financial statements for annual and interim periods to be
consistent with IFRS. In addition, the Company will reconcile equity and net earnings from the previously
reported fiscal 2010 GAAP amounts to the restated 2010 IFRS amounts.

IFRS generally requires that first-time adopters retrospectively apply all IFRS standards and
interpretations in effect as at the first annual reporting date. IFRS 1 provides for certain mandatory
exceptions and optional exemptions to this general principle.

The Company anticipates using the following IFRS 1 optional exemptions:

o to apply the requirements of IFRS 3, Business Combinations, prospectively from the
Transition Date;

o to apply the requirements of IFRS 2, Share-based Payments, to equity instruments granted
which had not vested as of the Transition Date;

e to apply the borrowing cost exemption and apply IAS 23, Borrowing Costs, prospectively
from the Transition Date; and

e to elect not to comply with IFRIC 1, Changes in Existing Decommissioning, Restoration and
Similar Liabilities, for changes in such liabilities that occurred before the Transition Date.

Changes to estimates previously made are not permitted. The estimates previously made by the Company
under GAAP will not be revised for application of IFRS except where necessary to reflect any changes
resulting from differences in accounting policies.

Impact of Adoption of IFRS on Financial Reporting

While GAAP is in many respects similar to IFRS, conversion will result in differences in recognition,
measurement, and disclosure in the financial statements. Based on a high-level scoping assessment, the
following financial statement areas are expected to be significantly impacted:

Property, Plant and Equipment (PP&E)

Under 1AS 16, Property, Plant and Equipment, are recognized initially at cost if it is probable that future
economic benefits associated with the item will flow to the entity and the cost of the item can be
measured reliably. Costs include all expenditures directly attributable to bringing the asset to the location
and condition necessary for it to be capable of operating in the manner intended by management. There is
no specific guidance in IFRS relating to deferred stripping costs during the production phase. However,
these types of costs do meet the definition of an asset under IAS 16 given that the Company's current
accounting policy is to capitalize these costs since it provides a probable future economic benefit or a
betterment (which implies future economic benefit).

Under IAS 16, each part of an item of PP&E with a cost that is significant in relation to the total cost of

the item shall be depreciated separately. In order to meet this requirement, componentization is generally
required. The Company does not currently componentize to the same level as would be required under
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IFRS. Componentization would be required only to the extent that different depreciation methods or rates
are appropriate and those components are material. In addition major inspections or overhaul costs are
identified and accounted for as a separate component under IFRS if that component is used for more than
one period. The Company does not currently have a policy for major overhaul costs. Practically, this
should be factored into the determination of the components of PP&E.

Income Taxes

IAS 12, Income Taxes, requires the recognition of deferred tax assets or liabilities for all deductible and
taxable temporary differences except for temporary differences created in a transaction that is:

(a) not a business combination and
(b) at the time of the transaction, affects neither accounting profit nor taxable profit.

Under GAAP, the Company recognizes a deferred tax liability on temporary differences arising on the
initial recognition of the Aley mineral property interest and Oakmont net profit interest (where the
accounting basis of the asset acquired exceeded its tax basis) in a transaction which was not a business
combination and affected neither accounting profit/(loss) nor taxable profit/(loss).

As of the Transition Date, the Company will derecognize all deferred tax liabilities which had been
previously recognized on the initial acquisition of the Aley mineral property interest and the Oakmont net
profit interest since these transactions are deemed not to be a business combination and affected neither
accounting profit/(loss) nor taxable profit/(loss) with a corresponding reduction in the related asset.

In addition, a deferred tax asset is recognized to the extent it is probable that taxable profit will be
available against which the deductible temporary differences can be utilized. Under GAAP, tax assets are
recognized if it is more likely than not. Probable is not defined in IAS 12. However, entities have often
used a definition of more likely than not similar to GAAP. However, IAS 12 does not preclude a higher
threshold. Accordingly, a difference will not result as long as the Company uses more likely than not as
its definition of probable.

Impairment of Assets

Per IAS 36, Impairment of Assets, an entity shall assess at the end of each reporting period whether there
is any indication that an asset may be impaired. If any such indication exists, the entity should estimate
the recoverable amount of the asset. The indicators of impairment are generally consistent with those of
GAAP. An asset should be written down to its recoverable amount if the recoverable amount is less than
its carrying value.

The recoverable amount is equal to the higher of the fair value less cost to sell and its value in use. It is
not necessary to determine both if one indicates no impairment exists. The value in use is based on a
discounted cash flow model. This approach is different than GAAP (i.e. one step model under IFRS
compared to two step model under GAAP).

To the extent possible, individual assets should be tested for impairment. However, if it is not possible to
determine the recoverable amount of an individual asset, an entity should determine the recoverable
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amount of the Cash Generating Unit (“CGU”) to which the asset belongs. The definition of a CGU is
different from the Canadian definition of an Asset Group.

In addition, the Company has in the past written down mineral property amounts for certain mineral
properties. Under 1AS 36, the Company would be required to reconsider whether there is any indication
that an impairment loss recognized in a prior period may no longer exist or has decreased on transition
and thereafter on an annual basis. If such indicators exist, a new recoverable amount should be calculated
and all or part of the impairment charge should be reversed to the extent the recoverable amount exceeds
its carrying value. This is different than GAAP where write ups are not permitted.

Asset Retirement Obligations (“ARQO”)

Under IAS 37, Provisions, Contingent Liabilities and Contingent Assets, an ARO is recognized when
there is a legal or constructive obligation to restore a site for damage that has already occurred, it is
probable a restoration expense will be incurred and the cost can be estimated reliably. This is different
than GAAP where only legal obligations are considered.

Cost includes the cost of dismantling and removing items and restoring the site on which they are located,
the obligation for which is incurred either when the items are acquired or as a consequence of having used
the items during a particular period for purposes other than to produce inventories. This is different from
GAAP where all change in ARO are recognized as a cost of the related asset.

Under IFRS, the amount recognized as a provision shall be the best estimate of the expenditures required
to settle the present obligation. This is significantly different from GAAP where third party costs are
required. Under IAS 37, the provision would be based on management’s best estimate. This estimate
could be a third party cost if it is management’s intention to hire a third party to complete the work or an
internal estimate of the cost if the Company intends to use its own equipment and resources to do this
work.

Where the effect of the time value of money is material, the amount of the provision should be the present
value of the expenditures expected to be required to settle the obligation. This is consistent with GAAP.
However, the discount rate used would be a pre-tax rate specific to the liability rather than the Company's
credit adjusted risk free rate and should not reflect risks for which the future cash flow estimates have
been adjusted. Unwinding of the discount (i.e. accretion) is included in finance costs.

The ARO provision should be reviewed at the end of each reporting period and adjusted to reflect the
current best estimate. Changes may result from changes in the amount or timing of the cash outflows or
changes in discount rates. This is different from GAAP where changes in discount rates alone would not
result in a change in the ARO. Accordingly, the Company will need to assess the discount rate applicable
to the ARO on an ongoing basis. As the Company has elected to apply the IFRS exemption related to
asset retirement obligations, the Company will not retroactively adjust the obligation on transition for
changes in discount rate that may have occurred from time to time.

23



(éTuseko Mines Limited

THREE AND SIX MONTHS ENDED JUNE 30, 2010
MANAGEMENT'S DISCUSSION AND ANALYSIS

IFRS Impact on Our Organization

The conversion to IFRS will impact the way the Company presents its financial results. The first financial
statements prepared using IFRS (i.e. interim financial statements for the three months ended March 31,
2011) will be required to include numerous notes disclosing extensive transitional information and full
disclosure of all new IFRS accounting policies.

The Company has obtained an understanding of IFRS from intensive training of its finance personnel.
Further, our finance personnel include employees who have prepared financial statements under IFRS
previously.

The Company is currently evaluating the impact of the conversion on its accounting systems and has not
determined whether significant changes to its accounting systems are required. The Company expects to
complete this evaluation by Q3 2010.

In addition, the Company will evaluate its internal and disclosure control processes as a result of its
conversion to IFRS, assess the impacts of adopting IFRS on its contractual arrangements to identify any
material compliance issues such as its debt covenants and other commitments and consider the impacts
the transition will have on its internal planning process and compensation arrangements. The Company
expects to complete this evaluation by Q3 2010.

1.14  Financial Instruments and Other Instruments

All financial instruments, including derivatives, are included on the Company’s balance sheet and
measured either at fair value or amortized cost. Changes in fair value are recognized in the statements of
operations or accumulated other comprehensive income, depending on the classification of the related
instruments.

All financial assets and liabilities are recognized when the entity becomes a party to the contract creating
the asset or liability. All financial instruments are classified into one of the following categories: held for
trading, held-to-maturity, loans and receivables, available-for-sale financial assets, or other financial
liabilities. Please refer to note 3(d) of the audited consolidated financial statements for the fiscal year
ended December 31, 2009 for the list of the Company’s financial instruments and their classifications.

The Company is exposed in varying degrees to financial instrument related risks. The Company’s board
of directors approves and monitors the risk management processes, including treasury policies,
counterparty limits, controlling and reporting structures. The Company is exposed to the following risks
from its financial instruments:

a.) Credit Risk — Credit risk is the risk of potential loss to the Company if a customer or
counterparty to a financial instrument fails to meet its contractual obligations. The Company
is exposed to credit risk from its receivables and marketable securities. In general, the
Company manages its credit exposure by transacting only with reputable counterparties. The
Company monitors the financial condition of its customers and counterparties to contracts.

b.) Liquidity Risk — The Company ensures that there is sufficient capital in order to meet short
term business requirements, after taking into account cash flows from operations and the
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Company’s holdings of cash and cash equivalents. The Company believes that these sources
will be sufficient to cover the likely short and long term cash requirements.

c.) Market Risk — The significant market risk exposures to which the Company is exposed are
foreign exchange risk, interest rate risk and commodity price risk. These are discussed further
below:

i) Foreign exchange risk

The Company’s revenues from the production and sale of copper and molybdenum are
denominated in US dollars. However the Company's operating expenses are primarily incurred
in Canadian dollars and its liabilities are primarily denominated in Canadian dollars. The
results of the Company’s operations are subject to currency transaction risk and currency
translation risk. The operating results and financial position of the Company are reported in
Canadian dollars in the Company’s consolidated financial statements. The fluctuation of the
US dollar in relation to the Canadian dollar will consequently have an impact upon the
profitability of the Company and may also affect the value of the Company’s assets and the
amount of shareholders’ equity. The Company’s revenues and treatment and transportation
charges are substantially denominated in US dollars, whereas all other expenses are
substantially denominated in Canadian dollars. The Company has not entered into any
agreements or purchased any instruments to hedge possible currency risks at this time.

ii) Interest rate risk

In respect of financial assets, the Company’s policy is to invest cash at floating rates of interest
and cash reserves are to be maintained in cash equivalents in order to maintain liquidity, while
achieving a satisfactory return for shareholders. Fluctuations in interest rates impact on the
value of cash equivalents and reclamation deposits.

In respect to financial liabilities, the long-term equipment loans carry a fixed interest rate of
8.6% per annum, and as such is not subject to fluctuations in interest rate. The royalty
obligation is offset by a promissory note held by the Company.

iii) Commodity price risk

The value of the Company’s mineral resource properties is related to the price of gold, copper,
molybdenum and niobium and the outlook for these minerals. Gold, copper, molybdenum and
niobium prices historically have fluctuated widely and are affected by numerous factors outside
of the Company's control, including, but not limited to, industrial and retail demand, central
bank lending, forward sales by producers and speculators, levels of worldwide production,
short-term changes in supply and demand because of speculative hedging activities, and certain
other factors related specifically to gold.

The profitability of the Company's operations is highly correlated to the market price of copper,

molybdenum, niobium and gold. If metal prices decline for a prolonged period below the cost
of production of the Gibraltar mine, it may not be economically feasible to continue production.
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During fiscal 2009, the Company introduced a copper hedging program. The program is a part
of the Company’s risk management strategy and was conceived due to the copper price
variability experienced in fiscal 2008 and the perceived need to mitigate the potential risks to
revenue and operating margins.

The strategy used to manage copper price risk is called a “zero cost cap and collar” whereby the
Company buys a copper “put” option and simultaneously sells an offsetting “call” option. The

Company intends to review its hedge position from time to time in light of prevailing market
and economic conditions.

1.15 Other MD&A Requirements

Additional information relating to the Company, including the Company's Annual Information Form, is
available on SEDAR at www.sedar.com.

1.15.1 Additional Disclosure for Venture Issuers without Significant Revenue

Not applicable. The Company is not a Venture Issuer.
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1.15.2 Disclosure of Outstanding Share Data

The following details the share capital structure as at the date of this MD&A. These figures may be
subject to minor accounting adjustments prior to presentation in future consolidated financial statements.

Expiry date Exercise price Number Number
Common shares 186,671,853
Share purchase option 24-Feb-11 $4.50 41,000
28-Mar-11 $2.18 310,000
28-Mar-11 $2.63 40,000
22-Aug-11 $4.09 15,000
10-Dec-11 $1.00 1,207,300
24-Feb-12 $3.07 165,000
24-Feb-12 $4.50 135,000
30-Jul-12 $2.17 57,000
15-Jan-13 $4.77 1,018,500
10-Dec-13 $1.00 2,701,000
12-Jan-14 $1.15 2,000,334
21-Apr-14 $1.71 1,446,167
2-Dec-14 $4.14 150,000
5-Jan-15 $4.46 1,925,000
15-Jan-15 $4.77 150,000
28-Jan-15 $5.00 210,000
16-Feb-15 $4.59 120,000
6-Apr-15 $5.39 100,000
11,791,301
Preferred shares redeemable into Taseko Mines Limited common shares 12,483,916
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1.15.3 Internal Controls over Financial Reporting Procedures

The Company's management is responsible for establishing and maintaining adequate internal controls
over financial reporting. Any system of internal controls over financial reporting, no matter how well
designed, has inherent limitations. Therefore, even those systems determined to be effective can provide
only reasonable assurance with respect to financial statement preparation and presentation.

On March 31, 2010, the Company entered into a Joint Venture Formation Agreement (the “JVFA”) with
Cariboo Copper Corp. Please refer to note 4 of the accompanying financial statements. In connection
with the JVFA, the Company is updating its internal controls over financial reporting, as necessary, to
reflect additional processes and controls. Other than the joint venture, there are no significant changes in
internal controls over financial reporting that occurred during the period ended June 30, 2010, that could
have materially affected or are reasonably likely to materially affect the Company’s internal control over
financial reporting.

1.15.4 Disclosure Controls and Procedures

The Company has disclosure controls and procedures in place to provide reasonable assurance that any
information required to be disclosed by the Company under securities legislation is recorded, processed,
summarized and reported within the applicable time periods and to ensure that required information is
gathered and communicated to the Company's management so that decisions can be made about timely
disclosure of that information.

1.15.5 Non GAAP Measures

This document includes certain non-GAAP performance measures including “cash production costs” that
do not have any standardized meaning prescribed by GAAP and may not be comparable to similar
measures presented by other companies. The Company believes that these measures are commonly used,
in conjunction with conventional GAAP measures, by certain investors to enhance their understanding of
the Company’s performance. The Company’s use of these non-GAAP measures is intended to provide
additional information that should not be considered in isolation or as a substitute for performance
measures prepared in accordance with GAAP. The table on the following page provides a reconciliation
of the non-GAAP measures to reported GAAP measures.

1.15.6 Risk Factors

A description of the Company's risks and uncertainties can be found on pages 33 to 36 of the Company's
2009 MD&A. Risks to the Company reported in the Company’s 2009 Annual MD&A include risks
related to volatility in metals prices, financing risks, risks associated with the Company's exploration
projects, exchange rate risk, uncertain project realization values, general mining risks, share price
volatility risk, environmental risks and potential equity dilution risks. These risk factors have not
materially changed since December 31, 20009.
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Cash Production Cost

The following table is a summary of operating statistics (100%) for the year to date:

Six months ending
June 30, 2010

GAAP operating costs (in thousands of CAD) $ 61,886
Add: inventory adjustments 161
Less: molybdenum credits (6,243)
Less: silver credits (1,308)
Net operating costs (in thousands of CAD) 54,496
Total copper production (in thousands of Ibs) 42,714
Cost per Ib (CAD) 1.45
Average exchange rate 1.0346
Cost per |b (USD) $ 141
GAAP treatment and transportation costs (in thousands of CAD) 14,937
Treatment and transportation per Ib of copper (in CAD) 0.39
Average exchange rate 1.0346
Treatment and transportation cost per Ib (in USD) 0.37
Total cash cost per Ib of copper (in USD) $ 1.78
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TASEKO MINES LIMITED

Interim Consolidated Balance Sheets
(Unaudited - Expressed in thousands of Canadian Dollars)

June 30 December 31
2010 2009
(unaudited)
ASSETS
Current assets
Cash and equivalents $ 175,147 $ 35,082
Restricted cash (note 10) 2,662 3,153
Marketable securities and investments (note 5) 11,940 11,856
Accounts receivable 24,682 12,505
Advances to a related party (note 8) 1,926 -
Inventory (note 6) 15,215 21,792
Prepaid expenses 2,233 2,112
Advances for equipment (note 15(a)) 840 1,119
Current portion of promissory note 3,420 4,697
Asset under derivative instruments (note 12) 626 -
238,691 92,316
Advances to joint venture (note 4) 3,231 -
Advances for equipment (note 15(a)) 1,726 2,122
Reclamation deposits 22,728 29,421
Promissory note 72,166 73,400
Mineral property interests, plant and equipment (note 7) 262,163 337,836
3$ 600,705 $ 535,095
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 15,325 $ 14,821
Amounts due to a related party (note 8) - 13
Current portion of long-term credit facility (note 11) - 21,896
Current portion of long-term loan obligations (note 9) 4,491 5,782
Current portion of deferred revenue 175 175
Current portion of royalty obligations (note 13) 3,420 11,208
Liability under derivative instruments (note 12) - 18,935
Income taxes payable 29,594 370
Current portion of future income taxes 616 1,979
53,621 75,179
Income taxes (note 14) 2,078 32,299
Royalty obligations (note 13) 54,834 57,621
Deferred revenue 569 656
Long-term credit facility (note 11) - 29,609
Long-term loan obligations (note 9) 10,490 16,916
Site closure and reclamation obligation 7,866 9,807
Future income taxes 36,525 16,315
165,983 238,402
Shareholders' equity
Share capital 336,888 323,734
Tracking preferred shares 26,642 26,642
Contributed surplus 24,819 20,318
Accumulated other comprehensive income 3,061 4,576
Retained earnings (deficit) 43,312 (78,577)
434,722 296,693
Commitments (note 15)
3$ 600,705 $ 535,095

See accompanying notes to consolidated financial statements.
Approved by the Board of Directors
/s/ Ronald W. Thiessen

Ronald W. Thiessen
Director

/sl Russell E. Hallbauer
Russell E. Hallbauer
Director



TASEKO MINES LIMITED

Interim Consolidated Statements of Operations and Comprehensive Income
(Unaudited - Expressed in thousands of Canadian Dollars, except per share amounts)

Three months ended

Six months ended

June 30, 2010

June 30, 2009

June 30, 2010

June 30, 2009

Revenue
Copper 54,501 $ 49,969 $ 125,718 $ 87,749
Molybdenum 1,952 2,663 6,243 5,055
56,453 52,632 131,961 92,804
Cost of sales 37,166 33,812 76,984 65,468
Depletion, depreciation and amortization 1,902 2,142 4,482 4,052
Operating profit 17,385 16,678 50,495 23,284
Expenses (income)
Accretion of reclamation obligation 197 239 453 473
Exploration 1,519 549 2,500 1,083
Foreign exchange gain (2,774) (7,941) (3,364) (5,011)
Gain on sale of marketable securities (765) - (1,114) -
Gain on convertible bond repurchase - (682) - (682)
General and administration 3,270 2,104 6,055 4,433
Interest accretion on convertible debt - 538 - 1,104
Interest and other income (note 14) (10,611) (1,987) (12,241) (4,171)
Interest expense 731 2,227 2,832 4,445
Loss on prepayment of credit facility (note 11) - - 834 -
Premium paid on the redemption of royalty obligation (note 13) - - 1,302 -
Realized loss on derivative instruments (note 12) 3,881 - 11,542 -
Stock-based compensation 1,110 1,581 6,564 2,238
(3,442) (3,372) 15,363 3,912
Earnings before other items 20,827 20,050 35,132 19,372
Other items
Gain on contribution to the joint venture (note 4) - - 97,382 -
Unrealized gain (loss) on derivative instruments (note 12) 8,910 (2,709) 16,401 (2,709)
Earnings before income taxes 29,737 17,341 148,915 16,663
Current income tax expense (recovery) (note 14) (24,462) (1,181) 7,963 2,762
Future income tax expense (recovery) 8,759 7,117 19,063 (1,012)
Net earnings for the period 45440 $ 11,405 $ 121,889 $ 14,913
Other comprehensive income (loss)
Unrealized gain (loss) on available-for-sale reclamation deposit 94 (346) 15 (1,005)
Unrealized gain on available-for-sale marketable securities (817) 4,149 (715) 6,726
Reclassification of realized (loss) on sale of marketable securities (682) - (1,031) -
Tax effect 175 (476) 216 (865)
Other comprehensive income (loss) (1,230) $ 3,327 $ (1,515) $ 4,856
Total comprehensive income 44210 $ 14,732 $ 120,374 $ 19,769
Earnings per share
Basic 024 $ 0.07 $ 066 $ 0.09
Diluted 024 $ 0.06 $ 064 $ 0.09
Weighted average number of common shares outstanding (expressed in thousands)
Basic 186,352 174,377 185,251 163,841
Diluted 192,785 179,822 191,684 169,285

See accompanying notes to consolidated financial statements.



TASEKO MINES LIMITED

Interim Consolidated Statements of Shareholders' Equity

(Expressed in thousands of Canadian Dollars, except for per share and share amounts)

Six months ended
June 30, 2010
(unaudited)

Year ended
December 31, 2009

Common shares

Number of shares

Number of shares

Balance at beginning of the period 182,924,664 $ 323,734 153,187,116 $ 285,690
Share purchase options at $1.00 per share 467,500 468 893,750 894
Share purchase options at $1.15 per share 1,236,667 1,422 66,333 76
Share purchase options at $1.71 per share 100,667 172 33,666 58
Share purchase options at $1.90 per share - - 7,000 13
Share purchase options at $2.07 per share 20,000 41 50,000 103
Share purchase options at $2.18 per share 32,000 70 100,000 218
Share purchase options at $3.07 per share 35,000 107 11,000 34
Share purchase options at $4.03 per share 60,000 242 - -
Share purchase options at $4.50 per share 52,000 234 - -
Share purchase options at $4.77 per share 4,000 19 - -
Fair value of stock options allocated to shares issued on exercise - 2,063 - 2,108
Shares issued for the purchase of royalty interest (note 13) 1,556,355 7,813 - -
Shares issued for donation 125,000 503 - -
Equity financings at $1.45 per share, net of issue costs - - 19,490,084 26,817
Warrants exercised — — 9,085,715 7,723
Balance at end of the period 186,613,853 336,888 182,924,664 323,734
Equity component of convertible debt

Balance at beginning of the period - 3,832
Repurchase of convertible bond - (3,832)
Balance at end of the period - -
Tracking preferred shares

Balance at beginning and end of the period 26,642 26,642
Contributed surplus

Balance at beginning of the period 20,318 14,561
Stock-based compensation 6,564 5,696
Repurchase of convertible bond - 2,169
Fair value of stock options allocated to shares issued on exercise (2,063) (2,108)
Balance at end of the period 24,819 20,318
Accumulated other comprehensive income (loss)

Balance at beginning of the period 4,576 (6,680)
Unrealized gain (loss) on reclamation deposits 15 (1,040)
Unrealized gain (loss) on available-for-sale marketable securities (715) 14,263
Reclassification of realized gain on sale of marketable securities (1,031) (188)
Tax effect 216 (1,779)
Balance at end of the period 3,061 4,576
Retained earnings (deficit)

Balance at beginning of the period (78,577) (89,138)
Net earnings for the period 121,889 10,561
Balance at end of the period 43,312 (78,577)
TOTAL SHAREHOLDERS' EQUITY $ 434,722 $ 296,693

See accompanying notes to consolidated financial statements.



TASEKO MINES LIMITED

Interim Consolidated Statements of Cash Flows
(Unaudited - Expressed in thousands of Canadian Dollars)

Three months ended

Six months ended

June 30, 2010

June 30, 2009

June 30, 2010

June 30, 2009

Operating activities

Net earnings for the period 45440 $ 11,405 121,889 $ 14,913
Items not involving cash
Accretion of reclamation obligation 197 239 453 473
Depreciation, depletion and amortization 1,902 2,142 4,482 4,052
Unrealized foreign exchange loss (gain) (118) (5,609) (1,878) (3,826)
Future income taxes 8,759 7,117 19,063 (1,012)
Gain on contribution to the joint venture (note 4) - - (97,382) -
Gain on convertible debt repurchase - (682) - (682)
Gain on sale of marketable securities (765) - (1,114) -
Interest accretion on convertible debt - 538 - 1,104
Interest accretion on long-term credit facility - - 211 -
Loss on prepayment of credit facility (note 11) - - 834 -
Non cash donation expense - - 503 -
Premium paid on the redemption of royalty obligation (note 13) - - 1,302 -
Site closure and reclamation expenditures (33) (843) (40) (979)
Stock-based compensation 1,110 1,581 6,564 2,238
Unrealized gain (loss) on derivative instruments (8,910) 2,709 (16,401) 2,709
Changes in non-cash operating working capital
Accounts payable and accrued liabilities (4,556) (26,891) 504 (37,474)
Accounts receivable (9,261) (761) (12,176) (3,336)
Accrued interest recovery (expense) on royalty obligation 316 335 (4,064) (2,714)
Accrued interest income on promissory note (1,098) (1,103) 2,511 1,199
Amounts due to a related party (2,190) (1,663) (1,939) (1,235)
Deferred revenue (9,052) (44) (88) (88)
Income taxes payable (33,026) (1,349) (995) 1,870
Inventory 4,667 2,488 1,340 2,865
Liability under derivative instruments (2,587) - (3,160) -
Prepaid expenses (882) (425) (505) (2,323)
Cash provided by (used for) operating activities (10,087) (10,816) 19,914 (22,246)
Investing activities
Accrued interest income on reclamation deposits (270) (274) (538) (1,296)
Funds released from restricted cash (1,005) (2,326) 609 2,074
Funds released from reclamation deposits - - - 3,900
Investment in marketable securities (3,200) - (3,200) -
Proceeds from contribution to the joint venture (note 4) - - 186,811 -
Proceeds from sale of marketable securities 1,541 - 2,400 -
Purchase of property, plant and equipment (3,903) (4,291) (12,302) (12,558)
Advances to joint venture (note 4) (3,231) — (3,231) —
Cash provided by (used for) investing activities (10,068) (6,891) 170,549 (7,880)
Financing activities
Capital lease payments (654) - (1,513) -
Common shares issued for cash, net of issue costs 949 34,841 2,774 34,841
Principal repayment of loan obligations 377) - (869) -
Repayment of bank indebtedness - - - (5,737)
Proceeds from loan obligations - 2,416 - 1,658
Repayment (proceeds) of long term credit facility (note 11) - - (50,790) 36,252
Re-purchase of convertible debt - (8,408) - (8,408)
Cash provided by (used for) financing activities (82) 28,849 (50,398) 58,606
Increase (decrease) in cash and equivalents (20,237) 11,142 140,065 28,480
Cash and equivalents, beginning of period 195,384 21,925 35,082 4,587
Cash and equivalents, end of period 175,147 $ 33,067 175,147 $ 33,067

See accompanying notes to consolidated financial statements.



TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements
For the three and six months ended June 30, 2010 and 2009
(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

(@)

NATURE OF OPERATIONS AND BASIS OF PRESENTATION

Taseko Mines Limited (the "Company") is engaged in mining and mine development. The
Company operates one mine, and holds two advanced stage projects and one exploration
property, all located in British Columbia, Canada. These are the Gibraltar copper-molybdenum
mine, the Prosperity gold-copper project, the Harmony gold project and the Aley niobium

property.

These interim consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles. They do not include all the disclosures as required for
annual financial statements under generally accepted accounting principles. These interim
consolidated financial statements should be read in conjunction with the Company's annual
consolidated financial statements for the year ended December 31, 2009, which are available
through the internet on SEDAR at www.sedar.com.

These interim consolidated financial statements include the accounts of the Company and its
subsidiaries. Interests in joint ventures are accounted for using the proportionate consolidation
method. Under this method, the Company includes in its accounts the Company's proportionate
share of assets, liabilities, revenues, and expenses. These consolidated financial statements
include the Company's pro-rata share of its 75% interest in the Gibraltar Joint Venture since its
formation on March 31, 2010 (note 4).

All material intercompany accounts and transactions have been eliminated.

Operating results for the six months ended June 30, 2010 are not necessarily indicative of the
results that may be expected for the full fiscal year ending December 31, 2010.

SIGNIFICANT ACCOUNTING POLICIES

These interim consolidated financial statements follow the same accounting policies and methods
of application as the Company's most recent audited annual financial statements for the financial
year ended December 31, 2009, except as described in note 3.

CHANGES IN ACCOUNTING POLICIES

New Accounting Standards Adopted:

As a result of the Company’s joint venture over the Gibraltar Mine (note 4) on March 31, 2010,
the Company has adopted the following standard on a prospective basis with no restatement to
prior period financial statements.

CICA 3055 - "Interests in Joint Ventures"

The Company's interests in jointly controlled assets (note 4) are accounted for using proportionate

consolidation. The Company combines its share of the joint venture’s individual income and
expenses, assets and liabilities and cash flows on a line-by-line basis with similar items in the


http://www.sedar.com/

TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements

For the three and six months ended June 30, 2010 and 2009

(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

(b)

Company's financial statements. The Company recognizes the portion of gains or losses on the
sale of assets by the Company to the joint venture that is attributable to the other venturers. The
Company does not recognize its share of profits or losses from the joint venture that result from
the Company's purchase of assets from the joint venture until it resells the assets to an
independent party. However, a loss on the transaction is recognized immediately if the loss
provides evidence of a reduction in the net realizable value of current assets, or an impairment
loss.

New Accounting Standards Not Yet Adopted:
(i) International Financial Reporting Standards ("'IFRS™)

The Accounting Standards Board ("AcSB") has announced its decision to replace Canadian
generally accepted accounting principles ("Canadian GAAP") with IFRS for all Canadian
publicly-listed companies. The AcSB announced that the changeover date will commence for
interim and annual financial statements relating to fiscal years beginning on or after January 1,
2011. The transition date for the Company to changeover to IFRS will be January 1, 2010.
Therefore, the IFRS adoption will require the restatement for comparative purposes of amounts
reported by the Company for the year ending December 31, 2010. The Company has already
established a formal project plan, allocated internal resources and engaged expert consultants,
monitored by a steering committee to manage the transition from Canadian GAAP to IFRS
reporting.

(i) Business Combinations, Consolidated Financial Statements, Non-Controlling
Interests

The AcSB issued CICA Sections 1582, Business Combinations, 1601, Consolidated Financial
Statements, and 1602, Non-Controlling Interests, which superseded current Sections 1581,
Business Combinations, and 1600, Consolidated Financial Statements. These new Sections
replace existing guidance on business combinations and consolidated financial statements to
harmonize Canadian accounting for business combinations with IFRS. These Sections will be
applied prospectively to business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after January 1, 2011. Earlier
adoption is permitted. If an entity applies these Sections before January 1, 2011, it is required to
disclose that fact and apply each of the new sections concurrently. The Company is currently
evaluating the impact of the adoption of these changes on its consolidated financial statements.

GIBRALTAR JOINT VENTURE

On March 31, 2010 (the "Effective Date™), the Company entered into a Joint Venture Formation
Agreement (the "JVFA™) with Cariboo Copper Corp. ("Cariboo™) to establish an unincorporated
joint venture, the Gibraltar Joint Venture (the "Joint Venture™), over the Gibraltar Mine. The
Company and Cariboo (the "Venturers") hold a 75% and a 25% beneficial interest in the Joint
Venture, respectively.

Under the JVFA, the Company contributed certain assets and liabilities of the Gibraltar Mine
with a deemed fair value of $747,245 to the Joint Venture on the Effective Date. Cariboo paid
the Company $186,811 to acquire a 25% interest in the Joint Venture. The Company continues to
be the operator of the Gibraltar Mine under a Joint Venture Operating Agreement.



TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements

For the three and six months ended June 30, 2010 and 2009

(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

The assets and liabilities contributed by the Company to the Joint Venture were mineral property
interests, plant and equipment, inventory, prepaid expenses, reclamation deposits, capital lease
obligations, and site closure and reclamation obligations.

As part of the JVFA, the Company and Cariboo have votes equal to their interest in the Joint
Venture. However, certain key strategic, operating, investing and financing policies of the Joint
Venture require unanimous approval from the Venturers such that neither of the Venturers is in a
position to exercise unilateral control over the Joint Venture.

At March 31, 2010, there was a gain of $389,528 on the Company's contribution to the Joint
Venture, of which $97,382 was recognized, based on the 25% investment by Cariboo. The
remaining 75% of the gain related to the Company's interest in the Joint Venture has been
eliminated upon consolidation.

The Company was required to ensure that the Joint Venture had 30 days of working capital for
operations upon commencement of the Joint Venture. The Company funded this working capital
requirement and has recorded an advance to Joint Venture in the amount of $3,231 as at June 30,
2010.

Included within the assets and liabilities of the Company as at June 30, 2010 is the Company's
75% interest in the assets and liabilities of the Joint Venture as follows:

June 30, 2010

Assets
Current assets $ 58,131
Advances for equipment 2,027
Reclamation deposits 22,438
Mineral property interests, plant and equipment, net 252,710
Liabilities
Current liabilities $ 22,831
Long-term liabilities 10,490
Site closure & reclamation obligation 7,866

Included within the Company’s statement of operations and comprehensive income for the three
months ended June 30, 2010 are the Company's 75% interest in the operations of the Joint
Venture as follows:

Three months ended
June 30, 2010

Revenues $ 45,847
Operating expenses 31,808
Depreciation and depletion 3,488
Other (income) expenses 349
Income and mining taxes 468
Other comprehensive income 95

Total comprehensive income $ 9,829




TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements
For the three and six months ended June 30, 2010 and 2009
(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

Included within the cash flows of the Company for the three months ended June 30, 2010, are the
Company's 75% interest in the cash flows of the Joint Venture as follows:

Three months ended
June 30, 2010

Operating activities $ 11,018
Investing activities (3,666)
Financing activities 13,292
5. MARKETABLE SECURITIES AND INVESTMENTS
As at June 30, 2010
Unrealized

Cost gain (loss) Fair value

Continental Minerals Corporation — common shares $ 5,657 $ 3,396 $ 9,053

Investment in other public company 3,199 (312) $ 2,887

$ 8,856 $ 3,084 $ 11,940

As at December 31, 2009

Unrealized
Cost gain Fair value
Continental Minerals Corporation — common shares $ 7,026 $ 4,830 $ 11,856

As at June 30, 2010, the Company held 4,481,526 (December 31, 2009 — 5,566,126) shares of
Continental Minerals Corporation ("Continental”), a Canadian public company with certain
directors in common with the Company. The Company also held 1,355,700 shares of an
unrelated Canadian public company at June 30, 2010 (December 31, 2009 — nil).

6. INVENTORY

June 30 December 31

2010 2009

Copper concentrate $ 4,133 $ 5,830

Ore in-process 983 1,897

Copper cathode 987 178
Molybdenum 78 70
Materials and supplies 9,034 13,817

$ 15,215 $ 21,792




TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements
For the three and six months ended June 30, 2010 and 2009
(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

7. MINERAL PROPERTY INTERESTS, PLANT AND EQUIPMENT

June 30, 2010
Cost Accumulated  Net book value

amortization
Buildings and equipment $4,711 $ 2,236 $ 2,475
Mine equipment 104,079 9,269 94,810
Plant and equipment 78,572 6,296 72,276
Vehicles 2,933 1,357 1,576
Computer equipment 2,543 2,396 147
Social assets 301 - 301
Deferred pre-stripping costs 39,401 5,213 34,188
Construction in progress 19,273 - 19,273
Assets under capital lease 13,666 431 13,235
Asset retirement costs 207 - 207
Net asset retirement obligation adjustment (4,061) - (4,061)
Total Gibraltar Mine $261,625 $ 27,198 $234,427
Other equipment and leasehold improvements $1,432 $ 324 1,108
Total mineral property interests 26,628
Mineral properties, plant and equipment $ 262,163

December 31, 2009

Accumulated

Cost amortization  Net book value
Buildings and equipment $6,281 $ 2,807 $3,474
Mine equipment 93,043 11,265 81,778
Plant and equipment 104,449 6,824 97,625
Vehicles 2,856 1,593 1,263
Computer equipment 3,390 3,130 260
Social assets 402 - 402
Deferred pre-stripping costs 52,535 5,307 47,228
Construction in progress 60,616 - 60,616
Assets under capital lease 18,222 333 17,889
Asset retirement costs 62 - 62
Net asset retirement obligation adjustment (5,608) - (5,608)
Total Gibraltar Mine $ 336,248 $ 31,259 $ 304,989
Other equipment and leasehold improvements $ 423 $ 207 216
Total mineral property interests 32,631
Mineral properties, plant and equipment $ 337,836

As at June 30, 2010, approximately $19,273 (December 31, 2009 — $60,616) of plant and
equipment was under construction, and consequently was not amortized during the period.



TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements

For the three and six months ended June 30, 2010 and 2009

(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

8.

(@)

(b)

(©)

(d)

RELATED PARTY TRANSACTIONS AND BALANCES

Transactions Three months ended Six months ended
June 30 June 30

2010 2009 2010 2009

Joint Venture — Management fee income (note 8(b)) $ 188 $ - $ 188 % -
Hunter Dickinson Services Inc. (note 8(a)) — $ 611 $ 777 $ 1,193 $ 1,529

Services rendered to the Company and
reimbursement of third party expenses

Due to (from) related parties: June 30, 2010 December 31, 2009

Gibraltar Joint Venture (note 8(d)) $ (2,157) $

Hunter Dickinson Services Inc. 231 13
$ (1,926) $ 13

Hunter Dickinson Services Inc. ("HDSI")

HDSI is a private company which until recently was owned equally by eight public companies,
one of which was Taseko. During the first quarter, the Company sold its interest in HDSI for
nominal value. HDSI has certain directors in common with the Company and provides
geological, corporate development, administrative and management services to, and incurs third
party costs on behalf of, the Company and its subsidiaries on a full cost recovery basis per
agreement dated June 1, 2008. On July 2, 2010, the HDSI services agreement was modified and
services will be provided based on annually set rates. Transactions with HDSI are reflected in the
Company's statement of operations and comprehensive income and are measured at the exchange
amount based on the agreement. Advances are interest bearing and due on demand.

Management Fee

Under the terms of the Joint Venture Operating Agreement, the Joint Venture pays a management
fee to the Company for services rendered by the Company to the Joint Venture as operator of the
Gibraltar Mine. During the three month ended June 30, 2010, the Company earned $750 in the
management fees of which 25% in the amount $188 (2009 — nil) was recorded in the Company’s
accounts as other income.

Investment in Common Shares

The Company holds common shares of Continental Minerals Corporation, a public company
related by virtue of certain directors in common (note 5).

Gibraltar Joint Venture (Note 4)

During the three month period ended June 30, 2010, the Company funded the Joint Venture’s
working capital requirements in excess of the budgeted expenditures of the Joint Venture. The
Company has recorded a receivable from the Joint Venture in the amount of $2,157 as at June 30,
2010.



TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements
For the three and six months ended June 30, 2010 and 2009
(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

9.

(@)

(b)

LONG-TERM LOAN OBLIGATIONS

Future obligations under capital leases and long-term loans are as follows

As at June 30, 2010 Capital Lease Long-Term Total Long-Term
Obligations (a) Equipment Loan (b) Loan Obligations
2010 $ 1,808 $ 1,013 $ 2821
2011 3,200 2,026 5,226
2012 3,161 3,533 6,694
Thereafter until 2013 1,959 - 1,959
Total payments $ 10,128 $ 6,572 $ 16,700
Less: interest portion (934) (785) (1,719)
Present value of obligations $ 9,194 $ 5,787 $ 14,981
Current portion (2,900) (1,591) (4,491)
Non-current portion $ 6,294 $ 4,196 $ 10,490
As at December 31, 2009 Capital Lease Long-Term Total Long-Term
Obligations (&) Equipment Loan (b) Loan Obligations
2010 $ 4,543 $ 2,701 $ 7,244
2011 4,266 2,701 6,967
2012 4,215 4,710 8,925
Thereafter until 2013 2,612 — 2,612
Total payments $ 15,636 $ 10,112 $ 25,748
Less: interest portion (1,648) (1,402) (3,050)
Present value of obligations $ 13,988 $ 8,710 $ 22,698
Current portion (3,750) (2,032) (5,782)
Non-current portion $ 10,238 $ 6,678 $ 16,916

Capital Lease Obligations

Included in property, plant and equipment are mining equipment that the Joint Venture acquired
pursuant to three to four year capital lease agreements.

Capital lease obligations as detailed above are secured over plant and equipment and are
repayable in monthly installments with fixed interest rates. The capital lease obligations bear
fixed interest rates ranging from 5.93% to 8.80% per annum.

Long-Term Equipment Loan

The Joint Venture has 36-month term equipment loan agreements to finance the purchase of
equipment for the Gibraltar Mine. The loans are secured by the underlying equipment at the
Gibraltar Mine.

The equipment loans are repayable commencing one month after inception in equal monthly
installments in the amount of $169 until 2012. The last installment is payable in 2012 in the
amount of $2,131. The equipment loans bear a fixed interest rate of 8.6% per annum.



TASEKO MINES LIMITED

Notes to Interim Consolidated Financial Statements
For the three and six months ended June 30, 2010 and 2009
(Unaudited — Expressed in thousands of Canadian dollars, except per ounce figures, unless stated otherwise)

10.

11.

RESTRICTED CASH

The Company has pledged $2,662 (US$2,500) (December 31, 2009 — nil) of cash as collateral in
favor of Investec Bank plc ("Investec™) in relation to the Company's producer put and call option
contract with Investec (note 12).

During the year ended December 31, 2009, the Company had pledged $3,153 (US$3,000) as a
cash collateral in favour of Credit Suisse to obtain a waiver on a certain clause in the term facility
agreement with Credit Suisse. During the three months ended March 31, 2010, these funds were
released from restriction due to the prepayment of the term facility (note 11).

LONG-TERM CREDIT FACILITY

In February 2009, the Company entered into and drew upon a US$30,000 36-month term facility
agreement (the "Facility'") with Credit Suisse. In September 2009, the Company and Credit
Suisse, as Facility Agent, and Investec Bank plc ("Investec™) amended the Facility to increase the
existing Facility by an additional US$20,000 and the Company drew an additional US$20,000.
Under the amended facility agreement, the US$50,000 Facility was repayable commencing April
2010 and every second month thereafter in equal installments of US$4,167 until February 2012.
The Facility bore interest at LIBOR plus 5 percent which was due and payable bi-monthly. The
long-term credit facility security provided under the terms of the relevant agreements included
certain equipment of the Gibraltar Mine, a general security pledge, and the treatment and refining
off-take agreement (note 15(b) and (c)) in addition to a corporate guarantee.

During the first quarter of 2010, the Company repaid the Facility. A loss of $834 was recorded in
the Company's statement of operations as a result of the early pre-payment of the Facility. The
continuity of the Facility is as follows:

Balance at December 31, 2009 $ 51,505
Accretion for the period 211
Foreign exchange loss (gain) (1,760)
Prepayment of Facility (50,790)
Loss on prepayment of facility 834

Balance at June 30, 2010 $ -
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12.

DERIVATIVE FINANCIAL INSTRUMENTS

Consistent with the Company's existing strategy to manage its operating margins effectively in
volatile copper markets, the Company entered into producer put and call option contracts for
approximately 50% of its targeted copper production to the end of 2010. Contracts outstanding at
June 30, 2010 are as follows:

Floor Price Cap Price Purchased metric
Contract Period US$/lb US$/Ib tonnes (mt) of copper
July to December 2010 $2.50 $3.95 9,000

Under the terms of the contract, the Company will receive the prevailing market copper price
while within the price range. Should the market price be outside the price range, the Company
will receive a minimum of the floor price or a maximum of the cap price if the market price is
below the floor price and above the cap price, respectively.

For accounting purposes, the Company determined that these contracts are derivative financial
instruments that should be measured at fair value at each reporting date with all changes in fair
value included in the net earnings (loss) in the period in which they arise. During the six month
period ended June 30, 2010, the Company recorded a mark-to-market net gain of $4,859 (Three
month period ended June 30, 2010 — $5,029) of which a loss of $11,542 was realized (Three
month period ended June 30, 2010 — $3,881). The Company recorded an unrealized gain of
$16,401 on contracts outstanding as at June 30, 2010.

The fair value of contracts outstanding at June 30, 2010 is as follows:

Fair Value

Strike Price  Notional Quantity (Liability)/Asset

Option Us$/lb mt of copper Due Date Uss$
Call option $ 3.95 9,000 Dec 31, 2010 $ (372
Put option $ 2.50 9,000 Dec 31, 2010 $ 960
Total Fair Value of Contracts (in USD) $ 588

Total Fair Value of Contracts (in CAD) $ 626

The following table reconciles the Company's derivative financial instruments measured at fair
value from January 1, 2010 to June 30, 2010:

Fair value

measurements

Balance at December 31, 2009 $ (18,935)
Purchases -
Settlements 14,702
Gain included in net income 4,859

Balance at June 30, 2010 $ 626
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13.

(@)

14.

ROYALTY OBLIGATIONS

June 30,2010 December 31, 2009

Royalty Agreement — Red Mile No. 2 LP $ 58,254 $ 62,318
Gibraltar Royalty LP - 6,511
Total royalty obligations $ 58,254 $ 68,829

Gibraltar Royalty LP

During 2009, the Company entered into an agreement with an unrelated investment partnership,
Gibraltar Royalty Limited Partnership ("GRLP™) whereby Gibraltar sold to GRLP a production
royalty for $6,511 cash.

Annual royalties were payable by Gibraltar to GRLP at rates ranging from $0.003 per pound to
$0.004 per pound of copper produced during the period from September 1, 2009 to December 31,
2030 (the "Royalty Period"). For the three and six months ended June 30, 2010, Gibraltar paid
$65 and $nil respectively to GRLP. These royalty payments were recognized as an expense
during the period.

The Company classified the principal balance of royalty obligation as a current financial liability
to be settled in a future period. The Company had a pre-emptive option to repurchase (“call") the
royalty obligation by acquiring the GRLP partnership units during the period from March 1, 2010
to December 31, 2012 in consideration of a payment which is equal to the funds received by the
Company plus a 20% premium payable in the Company's shares or cash. GRLP also had a right
to sell ("put™) its GRLP partnership units to the Company at fair value during the period from
April 1, 2012 to December 31, 2012. However, this "put" right was subject to the Company's pre-
emptive right to exercise the "call" in advance of any "put" being exercised and completed.

On March 24, 2010, the Company exercised its "call" option through the issuance of 1,556,355
shares of the Company. The 1,556,355 shares were recorded at $7,813 in the Company's accounts
to settle the carrying value of royalty obligation in the amount of $6,511. A premium of $1,302
was recorded in the Company's statement of operations as a result of the exercise of the call
option. Consequently, at June 30, 2010, no amounts were owed to GRLP (December 31, 2009 —
$6,511).

TAX AND INTEREST RECOVERIES

During the three and six months ended June 30, 2010, provisions for certain long term income tax
liabilities and associated interest relating to historical tax estimates for the 2004 fiscal year for
one of the Company’s subsidiaries were reversed. Management believes the likelihood of this
provision being realized would be unlikely. Consequently, the Company included the reversal of
this tax provision in its statement of operations and recognized a reversal of income tax in the
amount of $22,523 (three and six months ended June 30, 2009 — $nil) and interest in the amount
of $8,098 (three and six months ended June 30, 2009 — $nil).
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15.

(@)

(b)

(©)

(d)

COMMITMENTS
Advances for equipment

As at June 30, 2010, the Joint Venture paid $2,566 in advance deposits for equipment to be
received in subsequent periods, of which $840 has been classified as current. The Joint Venture
is further committed to equipment purchases in relation to its expansion activities in the amount
of $17,566.

Treatment and refining agreement

The Joint Venture has an agreement with MRI Trading AG, a Swiss-based metal trading
company, for the treatment and refining certain of copper concentrate from the Gibraltar. Under
the terms of the agreement, the Joint Venture has secured long-term and fixed rates for processing
copper concentrate until December 31, 2014. The Joint Venture has the right to price payable
copper within the concentrate based on a quotational period, declared prior to, and covering each
ensuing calendar year.

Off-Take Agreement

As part of the JVFA, the Joint Venture entered into an off-take agreement with Cariboo for the
treatment and refining of certain of copper concentrate from the Gibraltar Mine. Under the terms
of the off-take agreement, the Joint Venture has secured long-term and fixed rates for processing
copper concentrate. The Joint Venture has the right to price payable copper within the
concentrate based on a quotational period, declared prior to, and covering each ensuing calendar
year

Franco-Nevada Gold Stream Transaction

In May 2010, the Company entered into a gold production stream transaction with Franco-
Nevada Corporation ("Franco Nevada™) under which Franco-Nevada purchased a gold stream
covering 22% of the life-of-mine gold to be produced by the Company from its proposed
Prosperity Gold and Copper Mine. Commencing with the construction of the Prosperity Mine, the
Company is to receive from Franco-Nevada funding in staged deposits totaling US$350,000 (the
"Deposit"). Upon delivery of gold to Franco Nevada once the Prosperity Mine is in production,
fixed price payments are to be made to the Company equal to the lesser of US$400 per ounce and
the spot price at the time of sale (subject to certain adjustments).

Under the terms of the agreements with Franco-Nevada, the unpaid amount of the Deposit will
remain refundable until it is reduced to nil. The Deposit will be reduced by an amount equal to
the difference between the spot price of gold and the US$400 per ounce fixed price, multiplied by
the total ounces of gold delivered to Franco-Nevada. If at the end of the initial 40-year term of
the arrangement the Deposit has not been reduced to nil, the Company is to refund the
outstanding portion of the Deposit to Franco-Nevada.
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16. SUPPLEMENTARY CASH FLOW DISCLOSURES

In addition to the non-cash operating, financing and investing activities primarily disclosed, the
Company's non-cash operating, financing and investing activities were as follows:

Three months ended Six months ended

June 30 June 30

2010 2009 2010 2009

Shares issued for donation $ - $ - $ 503 $ -
Shares issued for redemption of royalty obligation $ - $ - $ 7,813 $ -
Fair value of stock options transferred to share $ 688 $ 88 $ 2,063 $ 88

capital from contributed surplus on exercise of
options
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