
  

Avalon Rare Metals’ advanced-stage rare earths project 
near Yellowknife has it all: a well-stocked treasury, a pending 

feasibility study, a well-maintained relationship with 
affected First Nations groups and a favourable demand 

outlook thanks to China’s mighty-tight grip on rare earths. 
But if you ask Avalon, there’s still one thing that, increasingly, 

has the potential to curb the company’s progress: the 
crucial-but-slower-than-ideal Northern regulatory system. 

Guy Quenneville reports.
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Don Bubar, president of Avalon Rare Metals
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ttention spans are short these days, so 
an industrial development vying for 

attention needs an attractive narrative – a 
punchy one-liner succinctly driving home the 
project’s main selling point. Since it began ag-
gressively developing its Thor Lake rare earths 
project in 2007, Toronto-based Avalon Rare 
Metals has had a doozy of a pitch. Basically, it 
goes like this: China retains a virtual monop-
oly on the supply of rare earths. The result? 
These obscure, hard-to-pronounce elements 
of the periodic table are in high demand right 
now – crucial ingredients in a dizzying array 
of ubiquitous products (cell phones, iPads) as 
well as green technologies poised to become 
mainstream. The latest, headline-grabbing 
example? Energy-efficient fluorescent light 
bulbs, which are quickly replacing their incan-
descent predecessors in the United States due 
to newly-enacted legislation. 

With demand spiking, the “China factor,” 
as Avalon’s corporate presentations term it, is 
still very much in play. “It continues to be the 
main reason why there is the business oppor-
tunity to bring new rare earths production to 
market from outside China,” says Don Bubar, 
founder and president of Avalon. But here’s 
the thing, the factor that underlies the urgency 
with which Avalon is pursuing the project: It’s a 
short-term opportunity. 

Though the various industries relying on 
rare earths are worth an estimated $4.8 tril-
lion, the global rare earths industry itself is 
only worth $1.5 billion. That creates a very 
narrow window of opportunity for Avalon to 
bring Thor Lake intro production and profit 
from built-up demand. “Once that market 
is basically taken care of, then the new [read: 
late-to-the-game] producer just doesn’t have 
anyone to sell their production to,” says Bubar.

The challenge going forward, then, is mak-
ing sure Avalon maintains its lead over other 
companies. It’s a race, essentially, and Avalon is 
operating with an admitted handicap: it’s un-
dergoing an environmental assessment (EA) 
in a region not known for its timely regulatory 
process. In fact, the environmental assess-
ment process – conducted by the Mackenzie 
Valley Environmental Impact Review Board 
(MVEIRB) – is frequently cited as a major bar-
rier to investment in the NWT. And based on 
some legs of the Thor Lake assessment so far, 
Avalon is starting to get worried, says Bubar. 
“The main thing that concerns us right now is 

the regulatory process of the North not being 
able to move along quickly enough to allow us 
to stick to our timelines.”

 
The sense of urgency that surrounds Thor 
Lake stands in marked contrast to the project’s 
humble origins as the ugly duckling to other, 
more attractive prospects in the mid-1990s re-
source sector. The Cinderella story starts with 
Bubar. A geologist and former exploration man-
ager with Aur Resources, Bubar helped discover 
the Louvicourt copper-zinc deposit in Val d’Or, 
Quebec in 1989. He left Aur in 1994 to form his 
own junior exploration company, Avalon, a year 
later. The upstart, like most other companies at 
the time, was primarily interested in gold and 
base metals projects.

But then Bre-X happened, taking the shine 
off gold companies. Suddenly, what was once 
Avalon’s least marketable holding, a lithium 
and tantalum rare earths deposit in Northern 
Ontario, emerged as the better bet. “It was an 
asset that we could actually raise some money 
on by making a link at that time between grow-
ing the use of rare metals and new technology, 
tantalum capacitors, lithium batteries, cell 
phones,” says Bubar. When Avalon later picked 
up Thor Lake in 2005, “it was basically an un-
wanted orphan.”

It took a few more years for iPods and wind 
turbines to become household names, spur-
ring demand for rare earths. During those 
initial, lean years, Bubar worked overtime 
educating people on what rare metals are. “We 
stuck with it while no one really cared about 
it,” he says. What’s radically changed things is 
China’s growing reliance on and production of 
rare earths. In 1990, the country produced only 
27 per cent of the world’s rare earth output, 
according to a recent report from the U.S. Geo-
logical Survey. That percentage climbed to 90 
per cent three years ago. Today, most estimates 
put it at around 95 per cent. While Chinese 
production soared during the 1990s, it wasn’t 
until after the new millennium that Chinese 
consumption of rare earths also climbed pre-
cipitously. Now that the 
wider world is hungry for 
rare earths, too, China is 
strategically controlling 
its supply, to the frustra-
tion of the United States 
and the European Union. 

Enter Thor Lake. >

m i ss  i n g  e l e m e nt

NECHALACHO BY THE NUMBERS
Project: Nechalacho rare earths deposit

Company: Avalon Rare Metals Inc.

Location: 100 km southeast of Yellowknife

Price tag: $902 million

Construction period: 16 to 18 months

PRODUCTION life: 20 years, minimum

Operations workforce: 303 people

Revenues to the GNWT: $774 million

NWT supply purchases: $1.2 billion

The situation now: Nechalacho is currently 
under environmental assessment. Avalon hopes 
the process is over by the end of next year, 
allowing the company to start full production at 
Nechalacho in 2015.

 

GALLIUM: One of more 
than a dozen rare earth ele-
ments found at the Avalon’s 
Nechalacho project, used in 
light-emitting diodes (LEDs)

A

RIGHT: 
Avalon’s camp is located 
100 kilometres southeast 
of Yellowknife.  It spares 
nothing: satellite TV, an 
Internet connection allow-
ing workers to Skype with 
girlfriends back home 
and a constant supply of 
freshly baked goods.
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All of this only strengthens the 
economic case for Nechalacho, but it 
also creates further pressure for Ava-
lon to advance its project as quickly 
as it can – all while being subject to 
the often-unpredictable schedule of 
the environmental assessment. “We 
think we’re number three or four in 
the race to bring new supply into the 
market from outside China – for rare 
earths generally, that is,” says Bubar. 
“And we think we’re number one in 
the race, from outside China, to bring 
a significant new supply of the heavy 
rare earths to the market place.” Not 
that other companies aren’t trying 
to outplace Avalon. “There are lots 
of other projects out there right now 
that are at the exploration stage that 
are trying hard to catch up.” As long 
as the environmental assessment 
process proceeds smoothly, though, 
Avalon should be able to maintain 
that lead.

But as Bubar and his vice presi-
dent of operations, David Swisher, 
admit, there is reason to fear the 
EA process could impact Avalon’s 
important timelines. This past May, 
within nine days, MVEIRB received 
the developers assessment reports 
(DARs) for three projects: Fortune 
Minerals’ NICO project, Tyhee Gold 
Corp.’s Yellowknife gold project, and 
Nechalacho. A DAR, running thou-
sands of pages, is a detailed descrip-
tion of a project and its potential 
impacts on the environment, serving 
as the basis for the ensuing environ-
mental assessment. It is the product 
of much back-and-forth between a 
company, the board and the parties 
to the assessment, such as affected 
First Nations groups. Once a DAR is 
submitted, the review board must determine if 
it provides answers to all the questions that it 
was decided the DAR should address. Not de-
tailed answers, just answers. 

Of the three DARs, only Avalon’s was found 
lacking. Swisher admits to some annoyance at 
both the amount of time it took for the board 
to complete its review of Avalon’s DAR (96 days, 
compared to the 55 days it took to review the 
Fortune DAR that arrived the same day) and 

the fact that Avalon was the odd man out. Miss-
ing from Avalon’s DAR, the board said, was in-
formation about the thorium content of ore at 
Nechalacho. Thorium is a radioactive element 
sometimes associated with rare earths proj-
ects and can be harmful to the environment if 
not handled and disposed of safely, as in parts 
of China where factories were recently closed. 
But Avalon is disputing that that information 
was missing. “There were no deficiencies,” 

says Swisher. “We had the in-
formation in there,” echoes 
Bubar, “We were pretty puz-
zled by it because basically 
we thought there was more 
than adequate data on that 
in there. We’ve got a pretty good handle on 
what the thorium content is in the ore. It can 
be monitored thoroughly and tracked through 
the recovery process.” >

In 2007, Avalon began drilling at the site, lo-
cated 100 kilometres southeast of Yellowknife, 
north of the Hearne Channel of Great Slave 
Lake. The company suspected it was sitting on 
a motherlode of “heavy” rare earths – even-
more-hard-to-find variants of rare earths. The 
drilling confirmed it. An updated pre-feasibility 
study, released at the start of this year, outlined 
the proposed $902-million project. Thor Lake, 
renamed Nechalacho by one of the affected 
First Nations groups, will initially operate for 20 
years (though it could run as long as 100 years, if 
demand is there, says Bubar.) Some 216 people 
will extract and process ore at the mine site. An 
additional 87 people will convert the raw ore into 
the rare earth oxides at the project’s hydromet-
allurgical plant, slated to be built near the site of 
Pine Point, a former lead-zinc mine located 85 
kilometres east of Hay River. Overall, the proj-
ect, including its 16-to-18-month construction 
phase, will generate $382 million in NWT wages 
and benefits, help expand the territory’s mining 

sector beyond diamonds and, with the hydromet 
facility, give struggling Hay River a much-needed 
economic shot in the arm.

As Avalon works to produce a bankable 
Nechalacho feasibility study for the end of 
next year, the most pressing issue at the mo-
ment is the project’s environmental assess-
ment under MVEIRB. The assessment, which 
began last year and which Avalon is hopeful 
will conclude by the end of 2012, must be in 
favor of Avalon’s plan before MVEIRB’s sister 
board, the Mackenzie Valley Land and Water 
Board, can grant Avalon the permits it needs to 
build and operate Nechalacho. 

The assessment comes at a propitious mo-
ment for the project. The effects of China’s 
ever-tightening grip on rare earths are start-
ing to extend to the average Wal-Mart shop-
per. Last month, no less than General Electric 
released a statement to its customers about 
the general glut of rare earths. The reason? 
China’s closing and nationalizing of dozens 

of producers of rare earths (key ingredients of 
GE’s new spiral-shaped bulbs) sent prices for 
certain elements – and the price of GE’s com-
pact bulbs – soaring. As GE noted, if the rate of 
inflation over the previous 12 months on the 
rare earth europium oxide had been applied to 
a $2 cup of coffee, that coffee would now cost 
$24.55. “It’s increasing demand for some of 
the heavy rare earths key to our project,” says 
Bubar of this latest development, and China’s 
consolidation of the industry. “China is sort of 
leveraging its control over the supply side to 
try to attract more manufacturing investment 
in China to take advantage of its proximity to 
supply of raw materials.” Meanwhile, steep ex-
port quotas continue to constrain the supply of 
rare earth oxides outside of China. Earlier this 
fall, for example, it was announced that this 
year’s quota for one of the heavy rare earths 
present at Nechalacho, an element that is a key 
ingredient in high-strength magnets used in 
hybrid cars, had already been reached.   
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ABOVE: Drillers at 
Nechalacho have so 
far unearthed 227 
million tonnes of rare 
earths, according to 
Avalon’s latest 
resource estimate. 

PHOTO Michael Ericsson

RARE EARTHS – WHAT ARE THEY IN?
A bewildering amount of stuff, actually. The various industries relying on rare 
earths – from Apple to Ski-Doo – are worth $4.8 trillion. Here’s a handy guide to 
which elements of the periodic table (highlighted below) are found at Avalon’s re-
mote Nechalacho site – and what products wouldn’t be possible without them.

Thulium (Tm)
ELECTRONICS AND 
HIGH TEMPERATURE 
SUPERCONDUCTORS

Tantalum (Ta)
MINIATURIZATION OF CAPACITORS FOR 
LAPTOPS AND CELL PHONES, CARBIDE 
BLADES AND MACHINE TOOL BITS

Hafnium (Hf)
used as the electrode 
in plasma cutting

Beryllium (Be)
FLEXIBLE, LIGHTWEIGHT
ALLOY WITH COPPER 
AND ALUMINUM

Lithium (Li)
LONG-LIFE BATTERIES

Yttrium (Y)
ELECTRODES IN HIGH-PERFORMANCE SPARK 
PLUGS, AND WHITE PHOSPHORS AND LEDs

Zirconium (Zr) 
COMMONLY USED IN JEWELRY AND STABILIZED 
WITH YTTRIUM TO MAKE SHARPER SCALPELS

Lanthanum (La)
INCREASED REFRACTIVE INDEX 
IN CAMERA LENSES

Gallium (Ga) & Indium (In)
ULTRA LIGHT-WEIGHT 
SOLAR PANELS

Lutetium (Lu)
x-ray phosphors FOR MEDICAL 
AND OTHER APPLICATIONS

Erbium (Er)
A DOPING AGENT IN 
OPTICAL FIBRES

Gallium (Ga)
EMITS BLUE LIGHT IN LEDs 

Cerium (Ce)
CERAMICS IN CATALYTIC 
CONVERTERS AND 
DENTAL CERAMICS

Neodymium (Nd)
STRONG PERMANENT 
MAGNETS AND GLASS IN 
INCANDESCENT BULBS

Samarium (Sm)
LONG-LASTING LIGHT 
WEIGHT MAGNETS USED 
IN EARPHONES, AUTOMO-
TIVE ACCESSORIES

Europium (Eu)
RED PHOSPHORS IN TVs 
AND FLUORESCENT LAMPS

Gadolinium (Gd)
USED IN COMPACT DISCS 
AND WITH YTTRIUM IN 
MICROWAVES

Dysprosium (Dy)
IN COMPACT DISCS AND DRIVE MOTORS 
FOR HYBRID ELECTRIC VEHICLES

Terbium(Tb)
COLOUR TVs, LASERS AND 
FLUORESCENT LIGHTING

Praseodymium (Pr)
WELDER GOGGLES AND UV 
PROTECTIVE GLASS

Other Rare Metals
Light Rare Metals
Heavy Rare Metals
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But Avalon’s concern extends beyond a dis-
agreement over whether the company fulfilled 
its obligation when submitting the DAR. Bubar 
and Swisher also express doubts as to whether 
the review board, which had five environmen-
tal assessment officers on staff as of last month, 
is properly staffed. “The decision components 
seem to be taking a bit longer than what I’m used 
to, having gone through the process before,” says 
Swisher. Before joining Avalon, Swisher helped 
usher Tamerlane Ventures’ redevelopment of 
the Pine Point lead-zinc mine through its own 
environmental assessment, just as he is now with 
the Nechalacho project.

This isn’t the first time the review board 
has come under the scrutiny of Avalon and 
Swisher. In August 2010, the board held a scop-

ing session regard-
ing N echalacho in 
Dettah, a small Dene 
community of about 
260 people. The aim 
of the session was 
to gather comments 
from residents of 
Dettah, N dilo and 
Yellowknife on what 
Avalon’s DAR should 
cover. According to 
Swisher, outside of 
some Avalon staff 
and representatives 
of government and 
N GOs,  only  four 
elders showed up, 
with a minimum of 
discussion taking 
place, yet the session 
continued for a sec-
ond day. “The issue 
is the allocation of 
resources, time and 
money that the gov-
ernments are paying 
when it’s unneces-
sary,” Swisher told a 

local newspaper at the time. “It’s an expense 
to everybody, not just the company. It’s an ex-
pense to the taxpayers and it’s not a good use of 
everybody’s time.”

Vern Christensen is all-too-aware of the 
backlash against MVEIRB. As the board’s ex-
ecutive director, he’s in the thick of it. But the 
board is hardly wallowing in self-pity, he says. 
“It takes its toll, I suppose – if people don’t un-
derstand that there are more parties involved 
than just the review board,” he says, pointedly. 

Indeed, many parts of the EA process are be-
yond the board’s control. Case in point: After 
the board conducts its environmental assess-
ment, the review board then recommends 
to the federal minister of Aboriginal Affairs 
and Northern Cevelopment Canada (AAND) 
whether a project should proceed to permit-
ting (with or without amendments to a com-
pany’s plan) or whether it should be rejected. 
Ultimately, the final call is made by the minis-
ter. Sometimes, that decision can take time. 

Just how much time? Well, that depends on 
the project. But in some cases, it’s been known 
to take a while – three years and counting, in 
the case of Sidon International Resources. In 
2004, Sidon applied to the Mackenzie Valley 
Land and Water Board for a land use permit 
to conduct exploratory drilling for diamonds 
near Drybones Bay, a sensitive area identified 
by the Yellowknives Dene First Nation as the 
site of ancient Dene burial grounds. Sidon’s 
application was referred to the review board, 
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It takes 
its toll, I 
suppose,” 
says Vern 
Christensen, 
executive 
director of 
MVEIRB, “ if 
people don’t 
understand 
that there 
are more 
parties 
involved 
than just 
the review 
board.”

“
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but it routinely asks for supplementary money 
each year, so  that the actual annual budget 
of the board averages $3.3 million, accord-
ing to Christensen. (That doesn’t include the 
cost of environmental impact reviews, which 
are rare.) The board’s funding is the direct re-
sult of a land claim agreement signed in 1992 
between the feds and the Gwich’in people of 
the Northern NWT. “Unfortunately, as each 
new land claim was settled, we haven’t gotten 
additional funds from those land claims. Our 
funding is solely from the Gwich’in implemen-
tation plan.” Asked why that’s the case, Chris-
tensen responded, “That’s a good question.”

As for why Avalon’s developers assessment 
report didn’t measure up: Well, it just didn’t 
measure up, according to Christensen. When 
it comes to the DAR, he says, “the quality of the 
answer isn’t the question. It’s, ‘Was there an 
answer or not?’ I don’t want to be critical of the 
company, but it’s a low test.”

It should also be pointed out that not every 
mining project is the same; therefore, not every 
environmental assessment can be measured the 
same way, says Renita Jenkins, the board’s head 
of communications. “Tyhee is a gold mine. For-
tune is a cobalt-gold-bismuth mining and mill-
ing project and Avalon is a rare earth elements 
project dealing with radioactive materials. The 
process the review board takes with each project 
is designed and run with the circumstances of 
the development and environment in mind to 
make sure a quality environmental assessment 
of impacts is done.”  

Swisher thinks the review board should 
consider prioritizing projects. “There needs 
to be some consideration for those develop-
ers who are serious about putting things into 
construction and operation versus maybe 
those that are less certain,” he says. Asked how 
the board would go about determining that, 
Swisher replied, “Maybe track record, past his-
tory, performance, company funding. There 
are different measures that could be used. But 
that would be at the discretion of the board.” 
Christensen is, not surprisingly, doubtful of 
such a scheme, saying, “I think what’s impor-
tant is that the board creates a work plan that 
allows people to participate.” A revised work 
plan for the Nechalacho environmental as-
sessment – to which Avalon and other parties 
were free to submit comments – was expected 
for release by now.

In its bulletin to consumers fuming over the 
high cost of energy-efficient bulbs, General Elec-
tric tackled the question of what new mines were 
being undertaken to keep up with rare earth 

demand – specifically, the heavy rare earths 
needed in fluorescent bulbs. “(They) will not be 
produced in viable quantities outside of China 
for many years,” the company wrote.

If Avalon gets its way and wins the race to 
mine heavy rare earths, the wait could be four 
years, says Don Bubar. “We want to get the hy-
dromet plant started up in 2015, so to do that 
means we need to initiate construction in 
2013. To meet that target, we need to get our 
bankable feasibility study done at the end of 

next year and certainly have that environmen-
tal assessment process done by that time, too.” 

But the truth is, until the environmental 
assessment runs its course and Minister Dun-
can signs off on the project – and provided 
those milestones are reached in a timely man-
ner – all bets are off.  “The opportunity is still 
there…” says Bubar. “But because it’s a race to 
production, if we had a significant delay in re-
ceiving our operating permits, then that could 
frustrate the opportunity.”

which completed its environmental assess-
ment in 2008. The board recommended to 
then-AAND minister Chuck Strahl that explo-
ration proceed, provided certain mitigating 
measure be put in place. The board is still wait-
ing for a decision from Strahl’s replacement, 
John Duncan.  

In correspondence with the federal govern-
ment last March, Laurence Stephenson, a con-
sultant to Sidon, could hardly betray his incre-
dulity at the lengthiness of the process. “What 

are you smoking down there in Ottawa?” he 
fumed. “This is ludicrous. The state of mineral 
exploration in the NWT is non-existent! I don’t 
even know if the (land use permit) was granted 
tomorrow that we could interest enough peo-
ple to put together the financing to proceed 
with the exploration program we proposed so 
long ago!

“I can’t even remember if it was three sites, 
five sites or 10 drill sites (that we had pro-
posed),” continued Stephenson. “Permitting 

like that takes 30 days in BC, a day or two in 
Quebec, two to three weeks in Ontario and 
rarely more than six weeks anywhere in Can-
ada for the scale of proposed exploration.”

Admittedly, the Sidon case is the worst case 
scenario, says Christensen. Still, the review 
board is too often blamed for parts of the pro-
cess taken up by lengthy ministerial decisions, 
he added. “I think there’s a perception that 
the board has control over the whole process 
when really the review board manages the 
environmental impact assessment process. 
There are pieces within that process that are 
really outside of the board,” he says.

When it comes to the MVEIRB’s own back-
yard, and in light of the concerns raised by 
Avalon and other companies about its capac-
ity, the question still 
remains: does the re-
view board have the 
resources it needs to 
conduct timely E As? 
“Well, the board is 
busy,” offers Chris-
tensen. “It’s fair to say 
we are working to ca-
pacity.” So busy, in fact, 
that, for work on the 
Avalon’s file, the board 
contracted some out-
side help to shoulder 
the load. Bubar, for his 
part, wonders what 
would happen if the 
board was flooded 
with more environ-
mental assessments 
than it currently has 
on the books (six, not 
including the environ-
mental impact review 
– thorougher than 
an E A – for De Beers 
Canada’s Gahcho Kue 
diamond project.) 
“If there really was a 
mineral exploration boom happening in the 
NWT like there should be, as we’re seeing in 
other jurisdictions, they should be seeing 50 of 
them,” says Bubar. “So what are they going to 
do if there is a real boom and you’ve got a 100 of 
those projects under review?” 

In terms of its budget, if you take into ac-
count only its starting budget every year, the 
board is underfunded. But there are contin-
gencies in place that make up for it, says Chris-
tensen. The board receives an annual budget 
of $2.5 million from the federal government, 
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The Best in His Field
Greg Harding, Q.C. was admitted to the 

law society of the Northwest Territories. 

He joins our 14 other lawyers licensed 

to practice in the North, offering support 

to Jack Williams, Gerald Stang, and Dale 

Cunningham in our Yellowknife office.

341-247 Up Here Business

Diavik Diamond Mines Inc.

5007-50th Avenue 
Yellowknife, NT 
Canada  X1A 2P8

diavik.ca

Diavik... proud of  
our legacy to the North

Our community projects

At Diavik, we are committed to the North, and part of our legacy is our community 

projects. Working with many partners, we’ve contributed our expertise to help 

build the Shorty Brown Arena, the Bailey House men’s transition centre, and the 

Aven cottages territorial dementia facility.

These build upon our early trades training programs, which resulted in new and 

improved community infrastructure. The Lutsel K’e road construction course is  

one of many examples of our work with local communities.

Our most recent legacy initiatives include our donation to the  

Stanton Territorial Hospital digital mammography machine 

fundraising campaign and the new security system for the 

Alison McAteer House.

The results… a legacy of new services and better  

infrastructure for all northerners.

m i ss  i n g  e l e m e nt

The opport- 
unity is still 
there...But 
because it’s 
a race to 
production, 
if we had a 
significant 
delay in 
receiving 
our operat-
ing permits, 
then that 
could frus-
trate the 
opportunity,” 
says Bubar. 

“


