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ABSTRACT

Changes in management and/or ownership at mineral exploration and mining projects can cause a
regression in corporate-stakeholder relationships, as the changing faces and attitudes can lead to
breakdowns in communication, misunderstandings, and heightened risk of conflict. Failure to
maintain positive relationships with stakeholders can lead to significant costs for proponents, and is
frequently cited as one of the most pressing issues facing the mining industry. By examining the Mt.
Milligan mine in central British Columbia, Canada, as a case-study, this thesis provides an analysis
of how successive management teams endeavored to mitigate socio-political risk by building
relationships with local stakeholders, and specifically how these relationships were impacted by
successive changes in management and ownership.

Interviews with managers from the three most recent proponents of Mt. Milligan were conducted to
collect data on perceptions of socio-political risk and the execution of corporate transitions. The
study also incorporates perceptions of the Mt. Milligan experience drawn from interviews with local
and regional stakeholders, including First Nations groups and neighbouring municipalities.
Information from the interviews was scrutinized using data analysis software, and collectively
reviewed for main themes and patterns over time. The research also included a historical document
review, and a field visit to the mine region.

This study finds that the levels of socio-political risk arising from a transition are linked to: effective
due-diligence, corporate culture and experience of the proponent, and community experience and
capacity. Effective mitigation of this risk is linked to: transfer of personal relationships, quality and
frequency of communication, creation of institutionalized stakeholder engagement mechanisms, and
preserving an institutional record of social engagement and commitments to communities. A strong
relationship is noted between the experience of managers and community members during Mt.
Milligan's development history, and the ideas conveyed by the current literature on socio-political
risk management in the mining industry.

In summary, this study delivers a review of the historic mitigation of socio-political risk at Mt.
Milligan arising from multiple changes in management and ownership. Lessons drawn from this
review inform key strategies that can be employed in the management and mitigation of socio-
political risk at future projects. The study advances the current dialogue surrounding stakeholder
relations in the mining industry, and contributes to an improvement of industry practices addressing
the management of socio-political risk through transitions in the management and ownership of
mining projects.
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1. INTRODUCTION

1.1 OVERVIEW

Management of socio-political risk, the fabled 'social license to operate’, has become one of the most
pressing issues facing the mining industry today (Ernst & Young, 2014). Failure to develop mutually
beneficial relationships with local and regional stakeholders can lead to significant costs to
proponents. These include project delays, reputational damage, increased costs and even the
abandonment of projects (Browne et al, 2011; Davis & Franks, 2011; Prno & Slocombe, 2012;
Thomson & Boutillier, 2011.)

Changes in management and/or ownership at mineral properties and mining projects can cause
regression in corporate-stakeholder relationships, as the changing faces and attitudes can lead to
breakdowns in communication, misunderstandings, and conflict (Botta et al, 2014; Thomson &
Boutilier, 2011). There is currently a lack of dialogue on the management of risk through these
changeovers, and this study sets out to fill an acute need for an industry where the standard business
model includes the transactional exchange of mineral properties and projects in various stages of
exploration, development, and exploitation.

This study explores the impact that these corporate transitions have on corporate-stakeholder
relationships at an exploration or mining project. Through the review of a case study, the author
analyzes how successive management teams incorporated stakeholder concerns and regulatory
requirements in mitigating socio-political risk during their tenure, and specifically how this risk was
mitigated through successive changes in management and ownership.

The Mt. Milligan mine, located 155km northwest of Prince George, British Columbia (BC), entered
production in 2013. The open-pit copper-gold mine is currently owned and operated by Thomson
Creek Metals Company. Since the property was first explored in 1937, the project has been advanced
from grass roots discovery to operation by seven owners, including two that took the project to the
mine feasibility stage. As one of the newest mines in British Columbia, Mt. Milligan is an ideal case
to study the evolution of this issue.

In addition to a review of public company documents, and an analysis of historical submissions to
the BC Environmental Assessment Office, this study interviewed past managers to collect data on
perceptions of socio-political risk. Interviews were analyzed with data analysis software, and
collectively reviewed for main themes and patterns over time. The study also incorporates
perceptions of the Mt. Milligan experience drawn from local and regional stakeholders. These
include First Nations groups, neighbouring municipalities, and government. The evolving influence
of outside actors will also be noted, including the provincial and federal environmental assessment
processes, and Supreme Court of Canada decisions relating to land tenure and First Nations' rights.

In the end, this study delivers a review of the historic mitigation of socio-political risk at Mt.
Milligan arising from multiple changes in management and ownership, in an environment where the
legal framework and political policy were also in flux. Lessons drawn from this review inform
strategies that can be employed in the management and mitigation of socio-political risk at future
projects. The study advances the current dialogue surrounding stakeholder relations in the mining
industry, and contributes to an improvement of industry practices addressing the management of
socio-political risk through transitions in the management and ownership of mining projects.



1.2 RESEARCH QUESTION AND OBJECTIVES
The overarching research question explored in this research study is:

How can corporate transitions at mineral exploration and mining projects be best managed to
mitigate socio-political risk, resulting in lasting and mutually beneficial corporate-stakeholder
relationships?

Based on the idea that:

e Developing and maintaining corporate-stakeholder relationships is important to the
socially stable, economic, and sustainable development and operation of mining
projects;

e The mining and minerals industry is an inherently transactional business which sees
regular transitions in the management and ownership of mineral properties and
mines throughout the world;

e These corporate transitions have the potential to negatively impact corporate-
stakeholder relationships, resulting in an increase of risk to a company's operations;

e The successful management of a corporate transition will contribute to a reduction of
socio-political risk at an exploration or mining project, resulting in lasting and
mutually beneficial corporate-stakeholder relationships;

e Maintaining these constructive corporate-stakeholder relationships can open the door
to projects achieving long-term sustainable development goals.

The objectives of this research are:

e To assess the state of the literature on socio-political risk management in the mining
industry;

e To gather information on how corporate transitions impact corporate-stakeholder
relationships at mining projects;

e To determine the roles of various actors throughout corporate transitions;

e To identify successful strategies from past corporate transitions;

e To propose guidelines for the successful execution of corporate transitions.

1.3 THESIS OUTLINE

Chapter Two provides a literature review encompassing the standard industry approaches to the
management of socio-political risk at mining projects. Chapter Three describes the setting where the
research and case study took place. Chapter Four describes the research methodology used to gather
and analyze data collected from interviews with past and present managers involved in the
development and operation of the Mt. Milligan mine. Chapter Five details the background of the
case study mine — Mt. Milligan, the project proponents, impacted region and communities involved
in its history, and presents a timeline of events. Chapter Six provides a detailed overview of themes
emerging from interviews, illustrated with quotes from interviewees. Chapter Seven presents a
discussion of the major themes that emerged during the analysis of interviews, discusses findings,
and reviews study limitations. Chapter Eight concludes the thesis by making recommendations and
presenting recommendations for future work. Finally, references cited in this document are listed and
appendices are provided containing details regarding data and analysis in this study.



2. LITERATURE REVIEW

2.1 INTRODUCTION

In a 2014 speech to the Vancouver Board of Trade, Pierre Gratton, president of the Mining
Association of Canada, reflected on a realization his industry came to over a decade prior:

"It had become clear to us that the old world where mining projects were big deals
welcomed almost uncritically by governments and communities for the wealth and jobs
they brought, was over. Industry came to accept that we may, at times, have to walk
away from a project. The challenge was to make sure this happened as infrequently as
possible.”

(Gratton, 2014)

Clearly, the management of socio-political risk has become a recognised concept in the mining
sector. Subsequently, there exists a strong body of scholarly work in related areas, particularly the
general management of social issues around mining and other resource development projects.
However, there is a significant gap in the literature on issues pertaining directly to the management
of this risk through corporate transitions.

This chapter provides a review of these topics, and connects them to the central research question of
this study. The review will provide background on the topics central to the management of social risk
at mining projects by building corporate-stakeholder relationships. These topics include the social
license to operate, corporate social responsibility, Canadian aboriginal people, impacts of mining,
and guidance documents.

2.2 THE NEED FOR SOCIO-POLITICAL RISK MANAGEMENT

The need to manage socio-political risk has emerged as a core concept in the mining industry
(Deloitte, 2014; ERM, 2014; Ernst & Young, 2015). Risk management had long been a well-defined
concept throughout the sector, but was traditionally focused on the technical and financial segments
of the business, adding environmental issues in the 1970s. Starting in the late 1990s, a growing group
of scholars, consultants, and mining executives advanced awareness that stakeholders around mining
projects could exert tangible influence on the success or failure of these projects, and that a failure
for mining companies to build broad-based stakeholder support around their projects would expose
them to massive risk (Thomson & Boutilier, 2011). This concept came to be known as the social
license to operate.

Today social license to operate and its associated ideas have established themselves in the mining's
mainstream (Nelsen, 2006), and now inhabit the boardrooms of industry's biggest companies
(Keevil, 2015). Mining is considered to be a 'dirty business' by much of the general public, and the
sector increasingly faces social opposition (Joyce & Thomson, 2000; Kemp & Owen, 2013). Many
scholars and industry practitioners have demonstrated the consequences of failing to adequately
address the social environments around project sites. More recently, regular reviews of the mining
industry by some of its largest service providers offer further evidence of the risk these issues can
pose to miners.



Ernst & Young (2015) publishes an annual list of top business risks facing the mining and metals
industry, with social license to operate (SLO) consistently registering among the highest risks. The
2015 review puts SLO as the number 5 risk, noting:

"Maintaining a SLTO is an increasingly multi-faceted and multi-stakeholder risk with a
complex array of relationships to negotiate. . . With billions of dollars in project
investment at stake, ongoing engagement, collaboration and effective communication
with all of these stakeholders is crucial and mutually-beneficial solutions are
increasingly expected.”" (Ernst & Young, 2015)

Similarly, Deloitte (2014) ranked social issues at number six in their "Top 10 issues mining
companies will face in the coming year." And a report by Goldman Sachs Global Investment
Research (2009) found that 70% of project delays on capital investment projects are related to
sustainability issues, of which socio-political concerns are a major part. This exceeded that of more
traditional risk areas like commercial factors (63%) and technical issues (21%). Data published by
the consultancy ERM (2012) notes that only 30% of the mining projects studied from 2008 to 2012
were delivered on time. Of these delayed projects, 42% listed social opposition a contributing factor,
closely followed by environmental opposition with 35%.

In addition to industry led studies like the primers mentioned above, significant scholarly work has
been conducted on the need to reduce social risk. A 2014 study from Harvard & the University of
Queensland (Davis & Franks, 2014) notes that the mining industry has seen many examples of
company-community conflict in recent history. This conflict can result in protests and violence,
international activism and media campaigns, heightened shareholder and government scrutiny,
project interruptions, and even complete shutdown (Browne et al, 2011; Davis & Franks, 2011; Prno
& Slocombe, 2012; Thomson & Boutillier, 2011.). Project delays caused by conflict can cost an
operator from $10,000 per day at an exploration project, to $20 million per week at a large operating
mine (Davis & Franks, 2014).

Nartey et al (2013) focuses on the potential positives of company led engagement to avoid conflict.
Companies who build strong relationships between company and stakeholders send an important
signal to other stakeholders about what type of company they are dealing with. With the increasingly
global reach of all actors involved in mining, establishing positive relationships can help establish
positive company reputation, enhancing industry's ability to build further relationships at other
project sites. Conversely, if a company fails to build effective relationships with stakeholder groups,
interaction will become less frequent and less cooperative, potentially leading to conflict (Nartey et
al., 2013).

Even if in cases where direct conflict around a mining project are less likely, increasing stakeholder
support enhances the value of the firm (Henisz et al, 2014). Companies that make material
commitments to build social and political support around their operations are recognized for it by an
increasingly savvy investment community that is seeking sustainable shareholder value, with
guarantees that project proponents can deliver a business plan on schedule and on budget. Henisz et
al. (2014) provide empirical evidence of this shareholder preference, noting: "Up to half of the
discount on the value of the gold mining companies had in the ground, as reflected in their stock
market valuations, depended on the level of conflict or cooperation with local stakeholders."

The need for effective social risk management is not limited to large mining companies or those with
operating mines. Small explorers and miners are also embracing the need to incorporate the social
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licence to operate in their operational policy. Even more so than the large companies, the financial
constraints of juniors in the sector means they are exposed to more risk by social factors, with their
future increasingly beholden to the perceptions of outsiders — namely stakeholders, the investment
community, and major miners who they hope to sell to (Boutillier, 2009).

Indeed, challenging market conditions coupled with the potential negative impacts of conflict means
SLO is increasingly connected to company survival (Boutilier & Thomson, 2011; Owen & Kemp,
2013), and the transactional nature of the industry means companies are increasingly being vetted to
assess socio-political climate around their project. Social due-diligence is now being performed, in
addition to the geological, financial, and engineering audits that are undertaken prior to a project
acquisition.

2.3 THE SOCIAL LICENSE TO OPERATE

In today's mining industry obtaining stakeholder support for projects is a vital part of a company's
risk management strategy (Nish & Bice, 2012). The social license to operate (SLO) has become a
catch-all term for this type of socio-political risk management (Parsons et al., 2014). SLO is now is
common parlance in mining, and it is expected that companies incorporate the concept as best
practice (Kemp & Owen, 2013).

The term was first coined by Placer Dome executive Jim Cooney in 1999 in response to the negative
pressures mining companies were seeing from stakeholders in their areas of operation (Boutilier,
2014). Today, the term is ubiquitous in mining circles, and one would be hard pressed to find a
company that does not allude to the term on their website or in company publications (Boutilier &
Thomson, 2011; Nelsen, 2006). However, the increased use of the term results in a variance of
interpretation, and defining exactly what the term means and who really possesses a social license is
often hazy (Boutilier, 2014; Moffat & Zhang, 2014).

There is a wide body of work defining SLO as it relates to the mining industry. It is most commonly
defined as the ongoing acceptance, approval, or consent from the local community or the presence of
public consent to an activity (Boutilier & Thomson, 2011; Franks & Cohen, 2012; Joyce &
Thomson, 2000; Nelsen, 2006; Prno & Slocombe, 2012). Franks & Cohen (2012) note that it is
intangible and unwritten, and cannot be granted by formal civil, political or legal authorities.

Even in jurisdictions with strict regulatory regimes, it is no longer enough for exploration and mining
companies to satisfy regulatory requirements and depend on formal licenses to operate from
governments (Moffat & Zhang, 2014). The industry's status quo has been challenged by public
expectations that mining should make a greater contribution to its stakeholders (Brueckner et al.,
2014; Parra & Franks, 2011). SLO is seen as a way to encourage more sustainable resource
development by integrating social, environmental, and economic considerations in all stages of the
mine life-cycle (Prno & Slocombe, 2012).

Companies cannot count on a legal license without addressing stakeholder concerns (Prno, 2013).
SLO suggests communities have as much power as governments in authorizing projects (Boutilier,
2014), and companies are being forced to come to terms with this new reality (Prno & Slocombe,
2012). The economic benefits historically offered to local communities are no longer enough
(Brueckner et al., 2014). They are now seen as just one of a number of components necessary to
achieve social acceptance (Moffat & Zhang, 2014).



Boutilier & Thomson (2011) determined four ascending levels of social license that a company can
achieve from stakeholders — ‘withheld', ‘acceptance’, ‘approval’, and ‘psychological identification'.
Their "pyramid” framework (Figure 2.1) notes the lowest levels of social license are characterized by
a 'transactional’ relationship, conditional on short-term benefits. Rather, including stakeholders in
decision making processes has been found to be more important than solutions based on transactions
(Moffat & Zhang, 2014; Thomson & Boutilier, 2011).
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Figure 2.1: The "pyramid" model of SLO proposed by Thomson & Boutilier (2011)

Moffat & Zhang (2014) found four key components to achieving a social license that is made up of
acceptance and trust: impact on social infrastructure, contact quality, contact quantity, and
procedural fairness (Figure 2.2). Of these variables, contact quality and procedural fairness were
found to be the most important with the authors noting: "The way companies engage with
communities (quality and gquantity), and treat community members (procedural fairness) will shape
community members trust in a mining company.” Impacts on social infrastructure were found to be
the least influential variable. Stakeholders can be open to changes in their communities, provided
companies engage with them effectively and include them in decision making.
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Figure 2.2: Moffat & Zhang's (2014) overview of relationships between concepts leading to SLO

Procedures that stakeholders feel are fair allow for transparency of the decision making process, and
the development of mutually beneficial and mutually owned solutions (Nelsen, 2015). In fact, the
study found that "perceptions of impacts were less negative when stakeholders felt that: they were
involved in company decision-making processes, they were respected, and that their concerns were
acted upon. This applied irrespective of the actual level of impacts from the operation.” (Moffat &
Zhang, 2014)

These processes to build trust are an essential element and strong predictor to gaining community
acceptance of a mining operation, and in turn winning a SLO (Moffat & Zhang, 2014). Thomson &
Boutilier (2011) list gaining stakeholder trust as the entry point to the highest level of their pyramid
model of SLO (Figure 2.1). Moffat & Zhang (2014) argue that there are two distinct type of this
trust:

"Integrity-based which relates to the trustor's perception that the trustee is adhering to a
set of principles;

Competence-based trust refers to the trustor's view that the trustee (mining operation)
has the skills and knowledge necessary to manage the particular issues of interest to the
trustor or community."

With both types of trust, a company's current and past behavior is relevant to stakeholders. For
example, the extent to which a company is directly addressing operational impacts will influence
stakeholder trust in the company (Moffat & Zhang, 2014). Equally, stakeholders may also look to a
company's past behavior to infer their future action. Parsons et al. (2014) associate SLO with this
reputational capital, and observe that by managing reputation companies can advance their agenda of
securing stakeholder approval. However, stakeholders may paint all companies with the label of 'the
miners' or 'the mining companies', complicating reputation management (Bice, 2013)



In these instances, companies can be criticised for being disingenuous in their actions. By promoting
SLO simply to enhance their reputation, companies reduce a complex and crucial concept to a public
relations exercise (Wilburn & Wilburn, 2011) This strategy is apt to backfire, as any perceived
violation of trust can lead to negative relational consequences (Moffat & Zhang, 2014), and the
global reach of modern mining affected communities can rapidly translate this deterioration of trust
into negative reputational publicity (Boutilier, 2014; Nish & Bice, 2012), which will often precede a
company's entry to a new area (Harvey & Bice, 2014).

Context is also key when considering the SLO (Jijelava & Vanclay, 2014; Prno, 2013).
Generalizations about SLO cannot be made between project sites, and some contexts may be more
suited to the concept than others (Prno & Slocombe, 2012). For example, regions with a historic
cultural and/or economic association with resource development may have different reactions to a
mining project than that where this type of activity is new (Newbold, 2006).

As discussed in the previous section, stakeholders in impacted areas have become very influential in
decision making around extractive projects (Prno & Slocombe, 2012). This influence has been
expanded by the growth of NGOs and global communications technologies (Nish & Bice, 2012),
which can magnify the voice of stakeholders and influence public opinion. The success of the SLO
concept has seen many companies throughout the industry turn to it as a risk management strategy
(Nish & Bice, 2012). For mining companies and their investors, SLO can create project certainty and
helps avoid potentially costly conflict and exposure to socio-political risk (Prno & Slocombe, 2012).

However, this risk management interpretation of the term also fuels critics of the concept. Owen &
Kemp (2013) argue that adopting SLO is simply an extension of a business model that is driven to
minimize risk to maximize profits. They suggest that 'business case' arguments are focused on short
term production, and do not provide tangible benefit for stakeholders. An overt focus on risk
mitigation limits the benefits to stakeholders to those which also provide benefit to the company
(Kemp & Owen, 2013).

Parsons et al (2014) argue SLO prioritizes local issues that a company can easily address, rather than
tougher big-picture issues, like resource nationalism or global warming. Similarly, the goal of
finding middle ground and consensus that some iterations of SLO advocates for effects the silencing
of minority voices (Parsons et al., 2014; Ruckstuhl et al., 2014). This can be problematic for an
industry that frequently operates in regions with significant minority populations, and has a history of
dispossessing indigenous peoples (Banerjee, 2008; Toledo Orozco, 2013).

Despite criticism, SLO has been widely supported in the mining industry. The SLO invokes the type
of regulatory language that industry is comfortable with (Kemp & Owen, 2013), and recent historic
shifts in environmental and safety best practices suggest that the industry is well equipped to
incorporate SLO into its business model. Furthermore, the 'business case' that accompanies SLO is
comfortable for executives and investors who are beholden to profit motives (Prno & Slocombe,
2012). Indeed, financial gains and social responsibility can now be framed as complimentary goals
(Lacey et al., 2012; Prno & Slocombe, 2012), in what Henisz et al. (2014) deem "enlightened self-
interest.”

SLO is also a comfortable concept for stakeholders (Bice & Moffat, 2014). The term transfers well

across cultures and jurisdictions, and is easily and widely understood. In many areas, it is not
uncommon for stakeholders to discuss their position and expectations around a project in terms of
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SLO, and may be especially quick to invoke it if they feel their rights are threatened (Bice & Moffat,
2014; Parsons et al., 2014).

Lacey et al (2012) note the challenges in operationally defining SLO, finding companies,
governments, stakeholders, all use the evocative language surrounding the term to further their own
stances. SLO is arguably more effective for those who oppose projects, as it is much easier to accuse
a proponent of lacking stakeholder support, than it is for a proponent to prove its SLO (Kemp &
Owen, 2013).

While SLO has become widespread in the mining industry, it is challenging to determine which
companies are integrating it into their operations and which are merely paying it lip service to further
their own interests. While there are cases of development projects being delayed or even shut down
by stakeholder opposition, it is more difficult to shut down an operating mine (Kemp & Owen,
2013), and companies know this. Mining companies can and do operate without a SLO (Kemp &
Owen, 2013). Indeed, in both the United States and Canada, companies with large projects turned
down by regulators in the face of public opposition have responded by launching legal challenges
(Brehmer, 2015; Burgmann, 2015). This suggests that despite a greater industry movement to adopt
its tenets, not all miners feel SLO is a necessary foundation for operating a mine.

At this time no clear standard exists for the quantitative measurement of SLO. Companies report on
their activities related to SLO through various means including: sustainability reporting, annual
reports, and news releases (See Section 2.7.5). Reporting is often qualitative in nature, relying on
description of events or initiatives, case study type descriptions of positive social activities, or
testimonial statements from community leaders.

2.4 CORPORATE SOCIAL RESPONSIBILITY

The expectations of corporate behavior have evolved significantly in recent years. Practices have
shifted away from Milton Friedman's shareholder theory model towards a broader stakeholder theory
approach (Carroll & Shabana, 2010). Increasingly, the public requires companies to incorporate
social and environmental considerations into corporate activity, in addition to the traditional
economic approach (Bondy et al, 2012; James, 1999). These three tenets comprise the triple-bottom-
line of sustainable development (Eggert, 2009), and companies who align their operations
accordingly are rewarded, as investors look to avoid companies with poor environmental and/or
social records (Papmehl, 2002).

Particularly in the mining industry, where some level of negative impact is unavoidable (Moffat &
Zhang, 2014), mining companies take a variety of approaches to conducting their operations in a way
that will be palatable to impacted stakeholders. This includes the mitigation of negative impacts and
compensation for the activities carried out. This activity is broadly known as Corporate Social
Responsibility (CSR), and encompasses the idea that companies have responsibility to society
beyond their shareholders (Carroll & Shabana, 2010). As articulated by Goldcorp CEO Chuck
Jeannes in a 2015 interview:

"The reality is we have a lot more people to convince in order to be given the broad
social license we need to continue to conduct our business. We have to operate in a way
that benefits more than just our shareholders."

(Keevil, 2015)



Like SLO, CSR has become firmly ingrained in corporate discourse (Bondy et al., 2012). It is widely
endorsed by the corporate sector and has become a well-established component of corporate policy
for the mining industry (Parsons & Moffat, 2014). Also like SLO, definitions of CSR continue to
evolve (Parsons et al., 2014; Parsons & Moffat, 2014), but for the purposes of this review will
include all activity undertaken by a company outside of the regulatory system to engender goodwill
from stakeholders.

Well planned and executed CSR can be an effective way to build relationships with stakeholders,
and is one of the most commonly used tools to attain a social license to operate (Prno & Slocombe,
2012). Policy is created at a corporate level, and operationalized through CSR strategy, including
engagement, communication, negotiation, conflict resolution and development programming (Kemp
& Owen, 2013).

Philanthropic CSR is familiar throughout the corporate world (Carroll & Shabana, 2010), and one of
the more visible forms of CSR in the mining industry. It can be comprised of donations to
community projects, or sponsorship of local sports teams (Bice, 2013). While philanthropic CSR can
come without any strings attached directly, it can often be characterized as strategic philanthropy, in
that it is designed to advance corporate interests by enhancing company legitimacy and reputation
(Carroll & Shabana, 2010).

A more strategic approach to CSR is increasingly becoming commonplace in the mining industry.
Particularly when experiencing challenging market conditions, companies are coming under
increasing pressure to justify expenses incurred on CSR, and proving the positive returns from this
investment to shareholders. This puts the modern mining company in the unenviable position of
walking the tightrope of shareholder concerns — they need to keep the peace, while keeping costs
down. Well planned and well executed CSR can allow a company to walk this tightrope.

Specifically in the mining sector, pressure to justify the cost of non-core expenses like CSR have led
managers to move away from philanthropic initiatives towards more results oriented strategies. In
particular, the stakeholder management aspect of CSR emerged prominently in the mining sector due
to the heightened risks operators can face from the social environment at their projects (Prno &
Slocombe, 2012). Indeed, the level of perceived risk around a project can be a key factor in shaping
CSR strategy (Bice, 2013).

This strategy is challenging to execute effectively, as the perception of being managed can alienate
stakeholders (Waddock & Googins, 2011). But if implemented in a manner palatable to stakeholders,
the resulting engagement can shape stakeholder's evaluations of operations depending on the nature
of the relationship (Parsons & Moffat, 2014). Parsons & Moffat (2014) also note that the quality of
corporate-stakeholder interactions can have as much impact on the resulting relationship as project
impacts.

Designing effective stakeholder engagement that will result in these positive relationships is easier
said than done. Communities are not homogenous units, and stakeholder management and
engagement strategies must be adjusted in order to cater to the needs of the diverse range of
stakeholders who fall inside the project sphere (eg. women, minorities, indigenous peoples, etc.)
(Jijelava & Vanclay, 2014; Prno, 2013). However, Prno & Slocombe (2012) find stakeholders are not
all equal in practice, but rather their importance hinges on their relative power, legitimacy, and
urgency of claim.
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When companies design strategic CSR initiatives, the strength of stakeholders is also determined by
the degree to which their concerns and objectives align with corporate interests (Friedman & Miles,
2002; Nartey et al., 2013). Dashwood (2012) found that a company's own identity also influences
CSR strategy, with internal structure and corporate culture influencing an organization's response to
external pressures and overall commitment to CSR.

Implementing CSR initiatives on the ground effectively is challenging, and often different than
policy planned at the corporate level (Bice, 2013; Frynas, 2005; Kemp & Owen, 2013). A study by
Kemp & Owen (2013) found that despite corporate commitment to CSR, practitioners in Australian
mining companies found their work isolated from core business objectives. CSR initiatives are
difficult to value in traditional business models (Frynas, 2005), leading managers to direct resources
only when a negative issue arises (Kemp & Owen, 2013).

Indeed, viewing CSR in terms of 'risk to the business' or presenting a 'cost-benefit analysis' may
drive corporate policy towards a ‘firefighter' approach and away from the type of consistent
engagement that provides the foundation for constructive company-community relationships (Kemp
& Owen, 2013; Zandvliet & Anderson, 2009). The adoption of purely market-driven CSR
approaches loses sight of long term company-community goals: that is, a social license to operate
(Brueckner et al., 2014). As Owen & Kemp (2013) note:

“The implications of internally inconsistent approaches to relationship building and
development, suggests that the trajectory of heightening tensions over development and
company—community conflict is a foregone conclusion."

Following this, an effective CSR strategy is one that incorporates consistent engagement, creating
the trust, transparency, respect, and understanding that can lead to a SLO (Bice, 2013; Moffat &
Zhang, 2014; Prno & Slocombe, 2012; Prno, 2013; Thomson & Boutilier, 2011). Many miners have
recognized this, and adjusted CSR programs accordingly (Prno & Slocombe, 2012).

The most effective CSR plans blend strategic and philanthropic CSR by involving stakeholder
groups directly in the decision making (Jijelava & Vanclay, 2014). Participatory processes can move
company-community relationships away from a donor-beneficiary focus toward a more collaborative
approach (Martinez & Franks, 2014). Community development plans can then be flexible to
stakeholder feedback (Jijelava & Vanclay, 2014), lending them legitimacy (Bice, 2013).

Given that the resulting relationships between company and stakeholders are more important than
the benefits it delivers (Zandvliet & Anderson, 2009; Moffat & Zhang, 2014); can shape stakeholder
perceptions of impacts (Martinez & Franks, 2014; Parsons et al., 2014); and improves the credibility
of a project (Zandvliet & Anderson, 2009); participatory CSR is the most beneficial CSR strategy for
mining companies. Martinez & Franks (2014) argue this approach can contribute to SLO.

Following this, multi-stakeholder mechanisms like community advisory boards (also known as
sustainability committees, liaison committees, etc.) can be effective in aligning project goals with
community interests (Deloitte, 2014). These forums also entrench regular engagement and maintain
a reciprocal flow of information between company and community. By invoking CSR strategy that
seeks participatory and collective support from stakeholders, both company and community can
benefit, with both actualizing enlightened self-interest.
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However, while beneficial, using collaborative multi-stakeholder groups to identify and implement
CSR strategy collectively can be challenging (Jijelava & Vanclay, 2014). It is difficult to ensure all
stakeholders and sub-groups are included (Jijelava & Vanclay, 2014), and some may be negatively
affected by the decisions of the majority (Parsons et al., 2014; Ruckstuhl et al., 2014). Companies
must work to ensure they do not only respond to the input of the most outspoken (Prno, 2013).

2.5 IMPACTS

At mining projects, it is inevitable that some level of negative impacts will be experienced by local
stakeholders (Moffat & Zhang, 2014). Stakeholders are cognisant of mining's impact, and the
cumulative social and environmental impacts can also influence the social legitimacy of mining
(Franks et al, 2013), and the distribution of these impacts have significant influence on project
outcomes as any imbalance may galvanize project opposition (Franks, 2012).

Therefore, it is imperative that miners take necessary steps to manage impacts and in turn build
positive relationships with stakeholders. Genuine community engagement, participation, and
collaborative approaches to the development of strategies to mitigate project impacts will likely
create greater community trust and acceptance in the longer term. These strategies are key to
establishment of the social license to operate (Parsons & Moffat, 2014), as discussed in section 2.3.

This is especially true in Canada, where the remote nature of many project sites mean surrounding
populations are especially vulnerable to negative impacts. These populations do not have access to
the same services as those in more populated areas, and are often economically dependent on the
resource development sector (Shandro et al., 2011).

Mining can have a positive impact on communities. Employment rates, wages, contracting
opportunities, community tax base, and other economic indicators often rise when mining enters a
region (Shandro et al, 2009). However, this prosperity can come with underlying instability, as
mining communities are vulnerable to the boom-and-bust nature of resource development. Increased
industry activity also has been shown to lead to an increase in rates of domestic violence, drug use,
mental health issues, and disruption of social order (Shandro et al., 2011). These negative social
effects disproportionately affect the most vulnerable community members, including those living
below the poverty line, aboriginal people, and women (Stockwell, 2015).

The potential environmental impacts of mining are well known (Barkemeyer et al., 2015). Thomson
& Joyce (2006) summarize the intensification of the environmental debate through the 1990s. A shift
in public opinion and mounting criticism of contemporary environmental practice led to a revamp of
the mining industry's environmental best practices, and of the government's regulatory framework.

In Canada, industry initiatives like the Whitehorse Mining Initiative (1991) brought a diverse array
of stakeholders together to propose a progressive and mutually beneficial vision of the mining
industry (Thomson & Joyce, 2006). Similarly, legislation such as the Environmental Assessment Act
in British Columbia (1995) reflected a shift in public values toward environmental management and
industrial use of the land base (Nelsen, 2015).

While environmental practices in the mining industry have improved significantly (Hilson, 2006), it

continues to lack widespread public trust (Boutilier, 2014) and the reputation as a "dirty business"
remains intact (Joyce & Thomson, 2000). Environmental issues around mining projects still remain a
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highly contentious issue for stakeholders, and can contribute pointedly to conflict when projects are
perceived to endanger precious environmental resources, like water (Adler et al., 2007; Bebbington
& Williams, 2008; Bebbington et al., 2008; Perreault, 2013).

Following this, adequate assessment of potential impacts is essential to assuring stakeholders that a
proponent or operator takes these issues seriously, and that there are corresponding measures in
place to mitigate or offset any negatives. Engagement is needed to ensure impacts are fully
understood and accepted, and to develop mutually agreeable solutions to mitigate negative impacts.
These processes should be inclusive and collaborative for them to have the best chance of being
effective (Jijelava & Vanclay, 2014; Moffat & Zhang, 2014; Zandvliet & Anderson, 2009).

2.5.1 Impact Assessment

Impact Assessment (1A), or the processes for assessing the impacts of major projects, allows for the
expectations of affected communities to be explored, articulated, and incorporated into the
assessment itself, and corresponding conditions stipulated by regulatory agencies (Franks, 2012).
Parsons & Moffat (2014) argue it is one condition a proponent must meet to gain a SLO. IA is
widely used by governments and proponents, and has become one of the most widely practiced
management tools in the world (Noble, 2002).

In Canada, 1A originated with the 1973 federal Environmental Assessment and Review Process
(EARP) (Sadar & Stolte, 1996). The framework was further evolved by the Berger Inquiry on the
proposed Mackenzie Valley Pipeline (1977), which incorporated broader social and cultural aspects
into 1A for the first time (Gamble, 1978; Joyce & Macfarlane, 2001). Prno & Slocombe (2012)
contend that IA is arguably one of the most important (and in many cases the only) state institutions
addressing environmental considerations for mining projects and the broader goal of sustainability.

Proponents rarely carry out IA themselves, instead turning to a wide range of global service
providers and consultancies (Bice & Moffat, 2014). This arrangement has been criticized, as the
work of these service providers is a reflection of client — not stakeholder — interests. With securing of
permits as the ultimate goal, these studies often cover the minimum of assessment as required by
local legislation (Bice & Moffat, 2014). While common, this type of compliance based impact
assessment is less effective for building company-community relationships than a collaborative
model (Harvey & Bice, 2014).

In British Columbia, understanding and planning for the impacts of major projects, including mining
development, is legislated though the Environmental Assessment Act. The Act defines
Environmental Assessment ("EA") as "a legal means to ensure the potential for adverse
environmental, social, economic and health effect, or potentially adverse effects on Aboriginal
people and local communities are considered before the project gets an approval” (BC EAO, 2014).

The federal government also has legislation on environmental assessment. In BC, two thirds of
projects that require a provincial EA also require a federal EA (BC EAO, 2011). A federal EA is
triggered when a project meets certain criteria under the Canadian Environmental Assessment Act.
Some of the key criteria for mining projects are: an operating capacity greater than 3000 tonnes per
day in a metal mine or 600 tonnes per day for a gold or rare earth element mine; the expansion of any
operation beyond a certain threshold; the use of federal land; or the need for a permit from a federal
agency such as the Department of Fisheries and Oceans (CEAA, 2013).
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An agreement between provincial and federal governments allows proponents to submit one set of
application materials that meets both provincial and federal requirements, and receive a separate
decision from each agency. Assessment efforts are then coordinated by a joint working group (BC
EAO, 2008). A summary of the BC EA process is outlined in Figure 2.3.
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Figure 2.3: Summary of the BC Environmental Assessment process (BC EAO, 2015)

As suggested by its title, Environmental Assessment, impact assessment in Canada is heavily
focused on environmental components. Both federal and provincial EA processes include a Social
Impact Assessment (SIA) component, encompassing social, economic, and direct health impacts,
which is relatively minor by comparison. There is no mention of SLO in Canadian mining law.
However, Bice & Moffat (2014) suggest it may only be a matter of time before SLO is linked by
legislation to Impact Assessment in some jurisdictions.

Esteves et al., (2012) note that the most effective SIAs are:

"...participatory, seeks to maximize benefits and minimize negative impacts of
operations, and supports all operational stakeholders to develop strategies for
understanding the nature of the development trajectory and for developing capacity for
reflexive responses."

In contrast, the less effective, traditional SIA is driven by basic regulatory compliance and:
"...represent little more than social profiles of the affected communities, drawing on

publically available data without any additional inspection of context or issues that
resource development may bring." (Esteves et al, 2012)
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Harvey & Bice (2014) add that the latter form of compliance driven SIA does not build the type of
company-community trust that is a predicator of creating the type of collaborative relationship that
predicates a SLO. Indeed, a lack of trust in regulatory processes inhibits SLO (Martinez & Franks,
2014).

With this in mind, improving SIA best practices in British Columbia is potentially the low-hanging
fruit for improving existing EA processes and in turn the broader industry-public relationship. While
far from a comprehensive remedy, adopting an SIA guidelines like that of the IAIA (Vanclay et al.,
2015) or IFC (See section 2.7.3) in practice, if not in regulation, could prove rewarding for all actors
(Harvey & Bice, 2014).

2.6 CANADIAN ABORIGINAL PEOPLES

Aboriginal peoples are among the most influential actors related to the mining industry (Prno &
Slocombe, 2012). In Canada, this is due to the proximity of mining to many aboriginal communities
— There are approximately 1200 First Nations communities within 200 km of mines and exploration
projects in Canada (MAC, 2009), and the strong influence — legal and otherwise — aboriginal people
have on activities within their traditional territories (Ruckstuhl et al., 2014).

In Canada, aboriginal peoples is a collective term for First Nations, Inuit, and Metis peoples, the
original inhabitants of Canada (Indigenous and Northern Affairs Canada, 2008). Due to this study's
focus on the British Columbian context, its content relates to First Nations peoples — a modern term
for peoples classified as Indians under the 1985 Amendment to the Indian Act (1985) and Section 35
of the Constitution Act (1982) (Indigenous and Northern Affairs Canada, 2008). The term First
Nations will be used most commonly throughout this study.

Aboriginal groups are not conventional stakeholders (Poelzer, 2002; Ruckstuhl et al., 2014). In
Canada, they possess a unique portfolio of rights that distinguish them from other Canadians
(Poelzer, 2002), which have been established by historic treaties with the crown and more recently, a
litany of legal clarifications (eg. Calder v. British Columbia; Delgamuukw v. British Columbia; R. v.
Sparrow; Haida Nation v. British Columbia; Taku River Tlingit First Nation v. British Columbia and
Redfern Resources; Tsilhgot'in Nation v. British Columbia) (Olynyk, 2005; Prno & Slocombe,
2012).

First Nations communities consider themselves to be sovereign nations with rights to the land
(Brooks, 2013). Many consider it incorrect to group First Nations communities with other
stakeholders (Poelzer, 2002; Joseph, 2014). Rather, as with provincial governments, First Nations
communities should be considered rights holders (Poelzer, 2002; Collins, 2015).

While the author recognizes this, throughout this study First Nations rights holders will be grouped
collectively with stakeholders when referencing collective project stakeholders. This follows the
classic stakeholder theory definition of a stakeholder as "any group or individual who can affect or is
affected by the achievement of the organization's objectives” (Friedman & Miles, 2006). When
discussing subjects unique to First Nations rights holders, the author will indicate First Nations
specifically.

The importance of engaging with First Nations rights holders when developing a mining project in
British Columbia cannot be overstated. There are almost 200 distinct First Nations groups in BC,
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making up about one third of those in Canada (Shandro et al., 2014). Of these, 25% are located in
northern BC (See Figure 2.4), where the majority of mining activity in the province is located
(INAC, 2015).
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Figure 2.4: First Nations communities in northern British Columbia (INAC, 2015)

Without the support of First Nations groups, it can be very challenging to proceed with mineral
development. Indeed, First Nations opposition to projects can result in protests (Tsilhqot’in National
Government, 2012), delays (Gilbert, 2012), and even shut down (Hume, 2014).

Building relationships with First Nations peoples may require a change in approach for mineral
exploration and mining companies. There are often inherent differences in the values and worldview
of indigenous people compared to the western science based frameworks that ground the work of the
extractive sector (Collins, 2015; Danard, 2010; Haalboom, 2014). For example, in examining the
proposal for a pipeline through the Mackenzie Valley in Canada’s far north, the Berger Commission
revealed a classic collision of cultures with different visions and values. For the oil and gas
companies the focus was on promoting development and material well-being measured by income
and employment. For the First Nation native communities it was social well-being, self-
determination and the centrality of traditional cultural values and social institutions (Berger, 1988).

Similarly, First Nations' attitude to risk is traditionally constructed in a different manner than that of
western science. They take a more holistic view of the greater environment and their interaction with
it, and focus on long term and cumulative impacts, rather than examining technical elements and
multiplying probability of failure by consequence (Collins, 2015; Haalboom, 2014).

Prno & Slocombe (2014) note the negative consequences of failing to build aboriginal support in
Canada and around the world, and highlight the benefits of having positive relationships and
agreements in place. This importance has been recognized by industry, with rhetoric from both
companies and industry associations confirming their commitment to building positive relationships
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with First Nations groups where mineral exploration and/or mining are taking place (AMEBC, 2015;
MAC, 2012).

A more challenging relationship is frequently that between First Nations and the provincial and
federal governments. As Fidler (2010) writes, the crown has a constitutional duty to consult First
Nations on activity that may impact them:

"Namely, consultation is delegated by the Crown and carried out in the federal and
provincial statutory EIA process. In practice, however, this is often controversial
because the degree of required consultation is determined by the Crown, based on its
understanding of how a potential or established Aboriginal right or title may be
infringed by the project. While Aboriginal and treaty rights are constitutionally
protected, they are not absolute, meaning these rights can be infringed upon, if
justifiable under the right circumstances."

(Fidler, 2010)

While the law mandates the government must consult with First Nations on development that will
impact them, the level of consultation is set by the Crown, and is often deemed insufficient by
communities involved (Nak’azdli Band Council, 2009; Prno & Slocombe, 2012).

Despite efforts at reconciliation the relationship between the provincial and federal governments and
Canadian aboriginal people remains strained, tainted by historic injustices including, loss of land, the
residential school system, lack of services, and historic lack of engagement on development activity.
This is particularly true in British Columbia, where the vast majority of First Nation land claims are
unsettled (Dacks, 2002), and residential schools operated as recently as 1984 (TRCC, 2015).

2.6.1 Negotiated Agreements

While the entrenchment of the Environmental Assessment in the regulatory framework has been
progressive step in Canada's mining history, it has failed to address a lack of economic development
in First Nations communities that neighbor mining projects (Prno & Slocombe, 2012). The lack of
benefits from mining projects distributed to First Nations has been a point of contention across the
country, and in some instances has resulted in conflict (Prno, 2013).

In British Columbia, the provincial government has begun to share revenues from mining projects
with impacted First Nations. Economic and Community Development Agreements (ECDA) share
the direct mineral tax revenue on new mines and expansions (MARR, 2015). The first EDCAs were
signed in 2010 with First Nations communities neighboring the New Afton and Mt. Milligan mines.
To date, ECDAs have been signed at nine projects around the province (MARR, 2015).

In an effort to avoid conflict, and the subsequent project delays that come with it, Canadian mining
companies were among the first to step outside the government mandated regulatory framework and
begin negotiating separate agreements with First Nations groups (Hitch, 2006; Nelsen, 2015). These
Negotiated Agreements (NAs), Community Development Agreements (CDAs) or Impact and
Benefit Agreements (IBAs) have become standard practice in the mining industry (Hitch, 2006).
They are a formal and legal method of securing project support, and in theory ensure that a fair
portion of revenues and compensation reach those impacted most by the project (Owen & Kemp,
2012).
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Unlike EAs, there is no standard blueprint for IBAs. IBAs are defined on a project by project basis,
and tools like Gibson & O’Faircheallaigh's (2015) IBA Community Toolkit have been developed to
assist navigation of the process. IBAs have become a prominent feature of mining projects for a
number of reasons. Fidler (2010) suggests that their emergence addresses deficiencies in corporate
social responsibility, EAs, and Crown consultation.

IBAs have become commonplace in the mining sector, and are now seen by both communities and
industry as a standard step in the mine planning process (Galbraith., 2007; Owen & Kemp, 2012). By
2008, there were over 120 negotiated agreements between industry and aboriginal communities
throughout the country (Fidler, 2010).

The emergence of IBAs coincide with a global trend towards more socially and environmentally
responsible operations throughout the mining industry (Fidler, 2010). IBAs also increase business
certainty around prospective projects, as an increase in conflict surrounding mining projects around
the world have put the impetus on mining companies to establish positive relations with First
Nations early in the project life-cycle (Fidler, 2010; Harvey & Bice, 2014; Prno & Slocombe, 2012).

Aside from there being a strong business case for IBAs, they are also favored by First Nations groups
as they can entrench access to benefits from mining projects (Fidler, 2010). Economic benefits are
addressed through a number of different avenues such as Aboriginal employment guarantees,
training programs, contracting opportunities, and royalty payments and revenue sharing. They can
also serve to alleviate concerns relating to activities on First Nations' traditional lands, or those that
may impact First Nations' communities by agreeing upon proper company conduct, grievance
mechanisms, cultural provisions, and environmental performance and monitoring (Fidler & Hitch,
2007; Fidler, 2010; Galbraith et al., 2007; Heisler & Markey, 2014).

Other stakeholder groups, such as non-aboriginal municipalities and regional governments, do not
typically receive the same kind of attention from mining companies or the provincial government
(Heisler & Markey, 2014). Instead of IBAs and ECDAs, local governments must depend on more
indirect benefits such as infrastructure development, employment opportunities, and a small portion
of provincial tax revenues (Heisler & Markey, 2013). In some cases mining companies are known to
provide financial support or sponsorship for community projects (Heisler & Markey, 2013).

Critics note that the emergence of IBAs generates a host of new concerns. The techno-scientific
nature of mining development can put inexperienced First Nations communities at a capacity
disadvantage (Haalboom, 2014). This puts proponents in a powerful position, as mining companies
will typically have significantly more expertise and resources at their disposal than First Nations
groups (Fidler & Hitch, 2007), and aggressive negotiation timelines may not allow First Nations
enough time to properly vet proposals (Sosa & Keenan, 2001).

Boutilier (2014) counters the idea of the ignorant community, noting: ‘they hold significant power
regardless of scientific prowess, the straightforward nature of most proposals, and the proliferation of
NGOs, activists, consultancies, and legal firms that support communities involved with extractive
projects.’ Indeed, project proponents are known to fund consultants and negotiators for the First
Nation they are engaged with to ensure adequate capacity. An agreement that is good for both sides
is good for business as it decreases the potential for future conflict (Fidler & Hitch, 2007).

18



A potential barrier to the legitimacy of IBAs is their often confidential nature (Fidler & Hitch, 2007;
Heisler & Markey, 2014; Nelsen, 2015). The agreements contain sensitive information, including
financial arrangements, and thus both parties may seek a non-disclosure agreement. Indeed, contents
of IBAs can be unknown to a Band's own membership until post-ratification (Williams, 2012),
prompting internal divisions or accusations of the First Nation being 'paid off' (Fidler & Hitch, 2007,
Heisler & Markey, 2014). Fidler and Hitch (2007) suggest that confidentiality could be a calculated
move on the part of the mining industry to deprive First Nations of the ability to collaborate on IBA
experiences.

Despite efforts of both industry and First Nations leaders to improve their relationship, the two
groups share a wary and at times adversarial relationship, shadowed by the mining industry's
unfortunate legacy of environmental mismanagement (Donald, 2013), and dispossession of
indigenous peoples (Banerjee, 2008). However, with shifts in industry best practices (environmental
management, aboriginal engagement, IBAs), and positive rhetoric being espoused by both sides,
there is optimism for the future of industry-First Nations relationships in Canada.

2.7 GUIDELINES FOR SUSTAINABLE DEVEOPMENT

A variety of guidelines have been developed in response to the need for the mining industry to
improve best practices in social and environmental sustainability. These include both guidelines for
designing and implementing practices that support sustainable development, and systems for results
based reporting. Gaining a social license to operate is not explicitly stated as a goal of these
guidelines, but the language and tone endorse a movement toward gaining the type of support,
respect, and trust from stakeholders that echo a SLO.

These guidance documents come from a variety of sources, and their origin is reflected in the tone
and focus of the document. Guidelines developed by industry tend to convey the benefits of
continued sustainable economic benefits, environmental protection, and social development that can
occur throughout the life-cycle of a mine (AMEBC, 2015; MMSD, 2002; PDAC, 2014). Guidance
documents often reference the Bruntland Commission definition of sustainable development:
“Development that meets the needs of the present without compromising the ability of future
generations to meet their own needs.” (Bruntland Commission, 1987)

There is considerable variability in reporting approaches taken by different companies and across
different industries (Herzig & Schaltegger, 2011). Furthermore, quantitative analysis of both
sustainability performance and SLO is not common, making it difficult to draw correlations or
investigate cause and affect relationships between sustainability performance and SLO for a single
operation or company.

Government guidelines, codes, or legislation tend to be more technically detailed and specific to the
challenges faced in each jurisdiction. They require attention to specific components that need to be
addressed, but do not provide exact criteria to be applied to the components (Collins, 2015).

Guidelines from international financial institutions such as the IFC and World Bank are broad in
scope, and focus on a more holistic approach to environmental and social risk management (Collins,
2015). Given the global reach of these organizations, their guidelines are generalized with the goal of
being applicable to projects worldwide.
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The site specific nature of mines results in guidelines that rarely attempt to give exact criteria for
sustainable development planning and practice. Rather they provide a wide scope, leaving operators
to develop their own set of criteria and objectives that is acceptable to stakeholders at each of their
operations. Specific to the topic of this thesis, existing guidelines do not address the maintenance of
company-community relationships through corporate transitions. Therefore, one of the goals of this
research is to fill gaps in these guidelines specific to the research topic.

2.7.1 Industry-led Guidelines

Canada wide, two organizations advocate for the mining and mineral exploration industry. The
Prospectors and Developers Association of Canada (PDAC), is made up of Canadian based
professionals, companies, and services providers who work in the mineral exploration industry. Its
sister organization, the Mining Association of Canada (MAC), fills the same role for mine operators
and related companies. Membership overlap between the two organizations is extensive. Each has
designed its own guidance frameworks for sustainable development planning, catering to the specific
needs of their membership.

PDAC's set of guidance documents, e3 Plus, focuses on the activity of exploration companies
through the early stages of exploration and development. They also cater to the smaller, junior
explorer, as a significant portion of PDAC's membership falls into that category. Their "Principles
for Responsible Exploration™ relate directly to the early establishment of constructive company-
community relationships:

Adopt Responsible Governance and Management

Apply Ethical Business Practices

Respect Human Rights

Commit to Project Due Diligence and Risk Assessment

Engage Host Communities and Other Affected and Interested Parties
Contribute to Community Development and Social Wellbeing

Protect the Environment

Safeguard the Health and Safety of Workers and the Local Population

NGO RWNE

(PDAC, 2014)

MAC uses its Towards Sustainable Mining (TSM) framework to give guidance to its members on a
wide range of topics relating to sustainability. In its guiding principles, TSM outlines the
recommended conduct for its members:

"[O]ur actions must demonstrate a responsible approach to social, economic and
environmental performance that is aligned with the evolving priorities of our
communities of interest. Our actions must reflect a broad spectrum of values that we
share with our employees and communities of interest, including honesty, transparency
and integrity. And they must underscore our ongoing efforts to protect our employees,
communities, customers and the natural environment." (MAC, 2015)

TSM has been adopted by many of Canada's largest miners (MAC, 2014). Companies that have

signed on to the program are required to self-audit their operations using the TSM system and report
their findings in annual sustainability reporting (See section 2.7.5).
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http://www.pdac.ca/docs/default-source/e3-plus---principles/adopt-responsible-governance-and-management.pdf?sfvrsn=6
http://www.pdac.ca/docs/default-source/e3-plus---principles/apply-ethical-business-practices.pdf?sfvrsn=6
http://www.pdac.ca/docs/default-source/e3-plus---principles/respect-human-rights-operational-procedures-for-exploration.pdf?sfvrsn=6
http://www.pdac.ca/docs/default-source/e3-plus---principles/commit-to-project-due-diligence.pdf?sfvrsn=6
http://www.pdac.ca/docs/default-source/e3-plus---principles/engage-host-communities-and-other-affected-and-interested-parties.pdf?sfvrsn=6
http://www.pdac.ca/docs/default-source/e3-plus---principles/contribute-to-community-development-and-wellbeing.pdf?sfvrsn=6
http://www.pdac.ca/docs/default-source/e3-plus---principles/protect-the-environment.pdf?sfvrsn=6
http://www.pdac.ca/docs/default-source/e3-plus---principles/safeguard-the-health-and-safety-of-workers-and-the-local-population.pdf?sfvrsn=6

In British Columbia, two local industry organizations compliment the roles of PDAC and MAC - the
Association for Mineral Exploration British Columbia (AMEBC), and the Mining Association of
British Columbia, respectfully. Three of AMEBC's six key priority areas are related to sustainable
development and social-political risk mitigation. These are aboriginal relations and engagement,
public awareness and stakeholder education, and socially responsible exploration (AMEBC, 2014).
AMEBC's advocacy in these areas is in addition to guidance documents published on aboriginal
relations and engagement (See section 2.7.4), and presentation of an annual award for social and
environmental excellence.

MABC is primarily an advocacy group for mining in the province, and recommends MAC's TSM
guidelines to its membership. MABC also presents a Mining and Sustainability Award in
conjunction with the BC Ministry of Energy and Mines. The award is billed as an "opportunity to
publicly recognize the diverse companies, communities, First Nations, non-governmental
organizations, government agencies and individuals committed to advancing and promoting
sustainable development in the B.C. mining sector.” (MABC, 2015)

Internationally, the International Council on Mining and Metals (ICMM), is made up of 23 of the
biggest mining companies in the world, in addition to 34 national and regional mining associations
and global commodity associations (ICMM, 2015). The ICMM works at the executive level to
advocate on issues relating to mining and sustainable development. ICMM's guidance document
takes the shape of their 10 Principles to Sustainable Development, and requires member companies
to make a public commitment to improve their sustainability performance and report against their
progress on an annual basis (ICMM, 2015).

Lastly, the Mining, Minerals and Sustainable Development (MMSD) project developed the 7
Questions to Sustainability in 2002 (See Figure 2.5). MMSD was an international project with local
partners creating a profile of regional mining industries, reviewing the current contributions to
sustainable development, and evaluating contributions and implications of mining practices as
viewed by impacted stakeholders. Much like the other guidance documents discussed above, the 7
Questions do not in themselves address specific industry issues, like corporate transitions. Instead,
they broadly define standards for company behavior at projects, which if adopted can contribute to
the development of progressive corporate cultures.
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Figure 2.5: MMSD Seven Questions to Sustainability (MMSD, 2002)

2.7.2 Government Guidelines & Regulation

Federally, Canadian mining regulation and guidance falls under the jurisdiction of Natural Resources
Canada (NRCan) and Environment Canada. NRCan controls mining regulations, which do not
reference sustainable development or related topics. NRCan does publish guidance notes on
Community Engagement and Readiness, accompanied by illustrative case studies. Global Affairs
Canada (GAC), publishes guidelines and a guidance report on CSR strategy for Canadian companies
operating abroad. These guidelines relate well to the literature, stating:

"[T]hose that go above and beyond basic legal requirements to adapt their planning and
operations along CSR lines are better positioned to succeed in the long term, and to
contribute to a more stable and prosperous environment for all affected parties. This is
best done as early as possible, taking into consideration the project’s life cycle from
initial exploration to closure and beyond.” (GAC, 2014)

Included in this strategy is the office of the Extractive Sector Corporate Social Responsibility
Councillor, charged with providing advice and dispute resolution to Canadian mining companies
(GAC, 2015). However, this office has been criticised as lacking independence, and the ability to
sanction offending parties (Coumans, 2010; Coumans, 2016). Like the guidance document, it is
directed at Canadian companies operating abroad, and does not account for issues that may occur
domestically.

Environment Canada has an Environmental Code of Practice for Metal Mines, included in the
Canadian Environmental Protection Act (1999). This includes detailed environmental best practices
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for mining activities throughout the entire mine life-cycle. Environment Canada also plays a
regulatory role through Environmental Assessment, as discussed in Section 2.5.1.

British Columbia's ministries are similar to those in Ottawa, with the Ministry of Energy, Mines, and
Petroleum Resources (MEMPR) and the Ministry of Environment providing oversight for mining
activity. MEMPR governs through the Mineral Tenure Act (2010) and the Mines Act (1996). The
Ministry of Environment is responsible for much of the permitting mines must go through, as well as
Environmental Assessment (See Section 2.5.1).

In addition to the regulatory capacity, the provincial ministries provide support and guidance to the
mining sector and impacted stakeholders through a variety of initiatives relating to the topics
discussed in this literature review. MEMPR's 2014 Annual Service Plan report (2014) devotes space
to sustainable development goals, particularly First Nations, stating a major objective as to:

"Foster working relationships among industry, the public, First Nations and landowners
by clarifying and simplifying resource exploration and development management
processes, enhancing dispute resolution methods, and offering more support and
information. Continue to collaborate with other ministries, agencies and Crown
corporations to provide information to promote greater public understanding of the
exploration and development of resources. Support the development and continuous
improvement of Strategic Engagement Agreements with First Nations to make
consultation processes more predictable.” (MEMPR, 2014)

Furthermore, the BC Mineral Exploration and Mining Strategy (2012) also includes commitments to
environmental protection and improving relationships with First Nations communities. Specifically,
improving engagement and strategic engagements, and promoting revenue sharing agreements,
ECDAs, and IBAs (See Section 2.6.1). With the goal of building "strong enduring relationships
between the mining industry, communities, and First Nations; the development and implementation
of a BC approach to sustainable exploration, mines, and communities." (MEMPR, 2012).

2.7.3 International Organizations & Financial Institutions Guidelines

A number of International organizations and financial institutions have become very involved in the
mining and metals as the industry expands into a wide variety of countries. Motivated by poor
industry practices in the past, international financial institutions such as the International Finance
Corporation (IFC) division of the World Bank have underlined the importance of social and
environmental stewardship at projects they underwrite.

As a member of the World Bank Group, the IFC provides financing to many mining and other
extractive sector projects, particularly in developing countries to aid development and. As part of
their development oriented mandate, the organization publishes eight performance standards it
expects clients to adhere to during project development and operation. These are:

Assessment and Management of Environmental and Social Risks and Impacts
Labor and Working Conditions

Resource Efficiency and Pollution Prevention

Community Health, Safety, and Security

Land Acquisition and Involuntary Resettlement

SAREIE S
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6. Biodiversity Conservation and Sustainable Management of Living Natural
Resources
7. Indigenous Peoples
8. Cultural Heritage
(IFC, 2012)

The identification and avoidance of adverse social and environmental impacts is entrenched
throughout this document. This is especially true in relation to issues highly relevant to the Canadian
context, such as working with indigenous peoples, impact assessment and management, and
community health. The standards also state that if any impacts are deemed unavoidable, that
minimization, restoration, and compensation in a contextually appropriate manner are required for
the affected stakeholders. Proponents that source funding from the IFC are required to meet these
requirements, and are regularly audited to assure their compliance (IFC, 2012).

Much like the IFC Performance Standards, the 10 guidelines that make up the Equator Principles are
designed to be used by financial institutions to manage risk to investments, particularly in developing
countries. The Equator Principles have been adopted by financial institutions in 36 countries, and
cover over 70 percent of international project finance debt in emerging markets (Equator Principles,
2013). These guidelines mirror those of the IFC, but lend more weight to specific instruments:

Review and Categorization

Environmental and Social Assessment
Applicable Environmental and Social Standards
Environmental and Social Management System and Equator Principles
Action Plan

Stakeholder Engagement

Grievance Mechanism

Independent Review

Covenants

Independent Monitoring and Reporting

O Reporting and Transparency

el N .

'—‘“3.00.\‘.0".0"

(Equator Principles, 2013)

These principles lend themselves well to the mining context, as tools such as environmental
assessment, stakeholder engagement, and grievance mechanisms see widespread use at project sites
around the world. However, as with the IFC standards, their intended use as guidelines for bank-
funded projects means there are unlikely to be binding in Canada, where mining projects routinely
seek funding from other sources.

Other guidelines, such as 1SO 26000, the Voluntary Principles on Security and Human Rights, and
the United Nations Guiding Principles on Humans Rights contain many similarities to the previously
mentioned guidelines. A main difference being they are strictly voluntary guidelines with no
enforcement capacity (ISO, 2010; UNHRC, 2011). Indeed, while some Canadian operations have
adopted parts or all of these guidelines, critics note their use within Canada lacks credibility due to
their voluntary nature and lack of independent auditing.
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2.7.4 Consultation Guidelines

The guidelines review in the previous sub-sections cover a wide array of practices. In particular,
consultation with stakeholders — a key theme of this study — is a central subject throughout. The
consultation guidelines vary in accordance with the intended audience and the context of the social-
political environment they are working. For example, Canadian based organizations highlight the
importance of building constructive relationships with aboriginal peoples, due to the significant
influence they have on resource development across the country (See section 2.6).

AMEBC outlines recommended engagement principles for working with Aboriginal communities in
their document: Aboriginal Guidebook: A Practical and Principled Approach for Mineral Explorers.
The guiding principles for building sustainable relationships with Aboriginal communities are
outlined by AMEBC (2015) as follows:

1. Work proactively with Aboriginal communities to build mutually beneficial
relationships based on a shared understanding of our respective rights and interests.

2. Respect existing and asserted Aboriginal and treaty rights.

3. Respect Aboriginal communities’ assertions regarding their traditional territories.

4. Respect the diversity of interests and cultures among Aboriginal Peoples and their
respective relationships and views towards land and its resources.

5. Assist, to the extent reasonable, governments in carrying out their duty to consult
and, where appropriate, accommodate Aboriginal Peoples regarding government
decisions that may affect existing and asserted Aboriginal and treaty rights.

6. Ensure early and timely discussions with local Aboriginal communities regarding
activities that may affect them.

7. Provide potentially affected communities with the information needed to encourage
open, meaningful dialogue that addresses their interests and concerns.

8. Encourage the governments to carry out their duty to consult in a manner that
reasonably balances existing and asserted Aboriginal and treaty rights with the
interests of AME BC and its members.

(AMEBC, 2015)

Like AMEBC, working with aboriginal peoples is a core section of MAC's consultation guidelines.
Their guidance document, TSM Protocol: A Tool for Assessing Aboriginal and Community
Outreach Performance (2012), includes four performance indicators:

Community of Interest (COIl) Identification:
Effective COl Engagement and Dialogue
COI Response Mechanism

Reporting

N

(MAC, 2012)

Each of these performance indicators is further broken down into various assessment criteria, and
supported with supplemental information on frequently asked questions. The protocol aims to ensure
mining operations engage in meaningful dialogue with communities of interest and that their
feedback is being considered in decision-making. TSM also emphasizes the need for effective
mechanisms for receiving complaints and concerns, and communicating solutions to stakeholders
(MAC, 2012).

25



2.7.5 Reporting Guidelines

The guidelines discussed in the previous sub-sections are eminently useful tools that can add value to
projects for proponents and stakeholders alike. However, the degree to which they are effective is
debatable, which is where reporting metrics can prove useful.

Many of the aforementioned guidelines include reporting mechanisms used by mining companies for
their annual sustainability reporting (Jenkins & Yakovleva, 2006; van Vlaenderen & Neves, 2011).
Towards Sustainable Mining and the Equator Principles, for example, include provisions for
reporting and transparency as the final step in their sequence. TSM in particular, includes assessment
protocol and performance indicators for each of its focus areas, including a scale ranking
performance from C to AAA (MAC, 2012).

The Equator Principles address reporting in Principle 10 — Equator Principles Financial Institutions
(EPFI) Performance, which states:

“Each EPFI adopting the Equator Principles commits to report at least annually about
its Equator Principles implementation processes and experience, taking into account
appropriate confidentiality considerations.

"Such reporting should at a minimum include the number of transactions screened by
each EPFI, including the categorization accorded to transactions (and may include a
breakdown by sector or region), and information regarding implementation.”

(Equator Principles, 2012)

Like the Equator Principles, the Extractive Industries Transparency Initiative (EITI) is a framework
of international standards. Supported by the World Bank, the EITI is designed to improve
transparency relating to extractive sector revenues in countries around the world. EITI reporting
standards oversee the payments made by extractive sector companies to the state government, with
each actor's disclosures verified by an independent auditor (EITI, 2014).

The EITI has seen significant uptake worldwide, with 49 countries currently signed on to the
initiative (EITI, 2014). However, it has come under criticism due to the inability to address the
redistribution of extractive sector revenues (Moiana, 2012).

Lastly, the Global Reporting Initiative reporting guidelines represent the world leading group in
sustainability reporting systems (Brown et al., 2007), aiming to bring sustainability reporting to the
level of financial reporting (Willis, 2003). The GRI publishes the G4 Guidelines, designed to allow
companies in all sectors to evaluate the environmental, social, and financial impact of their activities
and quantify them in sustainability reports. GRI guidelines align with other international standards
for environmental performance, health and safety, emissions, and others (GRI, 2014).

The GRI guidelines have been widely adopted by mining companies as a tool for establishing
organizational legitimacy (Hedberg & Von Malmborg, 2003). While the guidelines themselves are
acclaimed as the high standard for sustainable development reporting (Brown et al., 2007), critics
note many companies listed as adopting GRI guidelines do not employ them strictly, rather alluding
to them as a source of inspiration (Hedberg & VVon Malmborg, 2003).
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2.7.6 Summary of Sustainable Development Guidelines

The sustainable development frameworks discussed through section 2.7 are valuable tools that can
have positive effects on company practice. Furthermore, the vetting and reporting of practices can
add a level of accountability and transparency to company activities. By adopting sustainable
development guidelines, companies can improve levels of transparency, trust and reputation in the
communities where they operate.

Indeed, the consultation guidelines alone provide a strong foundation for positive company-
community relationships. Companies that launch respectful, fair and early engagement with
stakeholders improve their chances of establishing the type of constructive relationships that can lead
to a Social License to Operate (Moffat & Zhang, 2014).

However, sustainable development guidelines have also encountered criticism. Larner & Mason
(2014) write that it can be challenging for companies to move past the 'box-ticking' approach to
sustainable development and corporate social responsibility that guidelines can entrench.

Due to the voluntary nature of sustainable development guidelines, critics note some companies who
publicize their adoption of guidelines do not employ them strictly, rather alluding to them as a source
of inspiration (Hedberg & Von Malmborg, 2003). Guidelines can also be applied with varying rigor
to exploration projects versus operating mines, and indeed to different mines operated by the same
company. By attempting to leverage reputational capital from sustainability reporting without
accompanying checks and balances, companies risk appearing insincere in their commitments.

When auditing and reporting of sustainability performance in the mining industry does take place, it
is often undertaken by global accounting firms or related service providers. Much as with Impact
Assessment, this arrangement has been criticized, as the work of these service providers is reflective
of client — not stakeholder — interests (Bice & Moffat, 2014). Given a common corporate ambition of
improving organizational legitimacy and reputation through sustainability reporting (Hedberg & Von
Malmborg, 2003; Simnett et al., 2009), skepticism is understandable.

Kemp et al. (2012) explain that a dependence on quantitative reporting has created an ‘audit culture'
around CSR and accountability in the mining industry. Measuring performance data against pre-
selected indicators can miss more nuanced stakeholder perceptions on what sustainability means to
them. While the quantitative approach instigates an internal dialogue on company practices (Kemp et
al., 2012), it may miss intricacies specific to the operational context.

Indeed, while a useful tool, it appears sustainability guidelines do not on their own assist companies
in building effective relationships with stakeholders. They are only one aspect of a comprehensive
plan for sustainable development.

2.8 DISCUSSION

This review does not touch specifically on corporate transitions at mining projects due to a gap in the
literature. Instead it makes the assumption that current best practices on general management of
socio-political risk — as defined by the literature — could play an important role in examining how to
manage these issues in the corporate transition context.
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Following this, the literature suggests that socio-political risk at mining projects is a valid concern
for mining companies, with the potential for significant economic and reputational consequences if
these issues are not given the proper credence (See Section 2.2).

To address the issue of socio-political risk, industry has accepted the need to obtain stakeholder
support for projects and began to adopt the Social License to Operate model — the concept that the
ongoing acceptance, approval, or consent from local stakeholders must precede activity. In order to
move toward a social license, project proponents and operators must conduct meaningful
engagement with stakeholder groups. Characterized by maintaining regular and transparent
communication, this engagement aids the development of trust and reputational capital around
corporate-stakeholder relationships (See Section 2.3).

Mining companies must also ensure that negative impacts of their operations are properly assessed
and mitigated, and expand from the traditional ‘jobs at the mine' benefit narrative that has historically
underwritten the industry's social contract. More modern constructs like IBAs have formalized the
flow of direct benefits, particularly with Canadian aboriginal peoples (See Section 2.6.1).

These ideas and activities fall under the umbrella of Corporate Social Responsibility, which
reinforces the SLO model by demonstrating that there is a need for mining companies to provide
some benefit to stakeholders other than their shareholders (See Section 2.4).

A number of guidelines for best practices in fields associated with socio-political risk management
are published by industry, government, and international organizations (See Section 2.7). These
guidelines provide support for companies on a range of topics relating to social and environmental
sustainability. While these guidelines are useful, they vary in reach and effectiveness, and most
relevant to this study — do not address transitions specifically (See Section 2.7.6).

In order to minimize socio-political risk, miners must integrate the concepts discussed above with
their employees and operations, and maintain them throughout the mine life-cycle. Following this, a
key to managing corporate transitions is the prior existence of strong corporate-stakeholder
relationships underpinned by concepts such as SLO and CSR, the continuity of these practices
through the transition, and their preservation after the transition is completed.

To further examine these factors and their impact on corporate transitions, interviews in the case
study portion of this study sought to explore their role in relation the interviewees' experience and
perceptions of transitions at the Mt. Milligan mine before, during, and after they occurred. This
design is further discussed in Sections 4 and 6.
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3. SETTING

Canada is an important global player in the mineral exploration and mining industry, both in terms of
domestic operations and the global reach of Canadian companies. Drake (2012), notes that 48% of
the world's "larger exploration companies” (as defined by NRCAN) are based in Canada (Figure
3.1). The experience of miners at domestic Canadian operations are important for informing and
developing mining practice and policy worldwide, and are subsequently disseminated through
domestic industry organizations such as MAC, CIM, and PDAC.

Latin America
Africa and the and the
Middle East Carribbean
3% \ 5%
United States
6%
Europe and
the FSU Canada

9%

Figure 3.1: Distribution of the world’s larger exploration companies, by domicile, 2010 (Drake, 2012)

This chapter examines the Canadian mining industry — particularly in British Columbia — and how
the structure of the industry results in a transactional business model. The regular occurrence of
ownership transitions in all stages of the project life-cycle contributes to the challenges faced by the
industry explored in the previous chapter, and supports the hypothesis that special attention must be
paid to managing socio-political dynamics in these situations.

3.1 MINING IN BRITISH COLUMBIA

Mining is a core industry in British Columbia, and one of the province's most important economic
drivers. In 2014, the mining sector employed 9,954 people and gross mining revenue was C$8.2
billion. This revenue resulted in payments to government of $467 million (PwC, 2015).

British Columbia has the world’s largest concentration of mining and exploration companies and
mining professionals (MEMPR, 2009), and the province is home to over 1200 exploration companies
(MABC, 2014). Exploration and development expenditures for 2014 totaled C$234 million (PwC,
2015). British Columbia is Canada’s largest producer of copper, its only producer of molybdenum
and the largest exporter of coal (BCGS, 2014). Over 50 percent of all Canadian rail-freight revenues
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and port tonnage comes from the BC mining industry. In 2012, mining contributed 4.5 percent to
BC’s GDP (MAC, 2013).

Both the current federal and provincial governments are supportive of the mining industry. The
provincial government funded the British Columbia Mineral Exploration and Mining Industry
Labour Shortage Task Force from 2007- 2015 to ensure the industry continues to develop adequate
human resources capacity (CTEM, 2015). Since 2005, the Province has contributed over $4.8
million in funding for mining education and skills training for communities and First Nations. The
mining industry is the largest employer of First Nations people in BC (MABC, 2014). The
government also helps fund Geoscience BC, an industry led NGO that generates research to
stimulate mineral plus oil and gas exploration (MEM, 2014).

Since 2011, four new mines have begun production in BC — New Afton, Copper Mountain, Mt.
Milligan, and Red Chris. Another six mines have been approved for expansion (PwC, 2015). In 2011
the BC government initiated the BC Jobs Plan, projecting that new and expanded mines will create
approximately 2,000 construction jobs, 2,000 new direct jobs and 3,000 indirect jobs, in addition to
sustaining existing employment levels (Government of BC, 2013).

Despite this support, a recent Fraser Institute study (Cervantes et al, 2015) dropped BC to 42™
worldwide in jurisdictions that have positive policy potential for mineral development, and tenth out
of the twelve Canadian provinces and territories reviewed for investment attractiveness. Uncertainty
around environmental regulations, status of protected areas, and First Nation's rights and title were
cited as reasons for the low ranking.

While mining has traditionally been strong in BC, the industry has faced challenging market and
operational conditions through 2014 and 2015. A recent industry profile by PricewaterhouseCoopers
(2015) notes that gross and net mining revenues, exploration and development expenditures,
payments to governments, shareholders returns, and employment numbers all declined in 2014.

A drop in commodity prices has also created a challenging environment for investment in the sector.
Prices for coal, copper and gold have fallen, and investor confidence is low. Junior companies in
particular are finding it difficult to access capital (MABC, 2013). Low commodity prices have also
forced miners to delay expansions and project starts, and in 2015 six operations around the province
were moved into care and maintenance (PwC, 2015).

Additionally, Nelsen (2015) notes four factors that make the development of large open pit copper
mines (like Mt. Milligan) challenging in British Columbia: a strong environmental movement,
complex metallurgy and low grades, high construction and operation costs, and a shortage and high
cost of skilled labour.

3.2 DEVELOPING A METAL MINE IN BRITISH COLUMBIA

A typical mining project takes decades to develop from exploration into an operating mine. In
addition to robust planning processes that are typical of large industrial projects, mines in British
Columbia, and indeed around the world, are characterized by long exploration and development
stages. They are also not developed by one entity. A mineral property is usually worked by a number
of different entities, from grassroots prospectors to the exploration and engineering divisions of
major mining companies, before it becomes a mine.
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To demonstrate the complex timeline common to mine development projects in British Columbia,
this section will review the history of proposed and operating mining projects in BC, from grassroots
exploration through construction and operation. This review will highlight the time involved in
turning a promising exploration target into an operating mine, and the veritable carrousel of
proponents that are typically involved throughout.
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Figure 3.2: Mining projects in British Columbia (MABC, 2015)

The Mining Association of British Columbia currently lists 11 operating metal mines in British
Columbia, with a further 15 proposed projects in the permitting stage or undergoing an
environmental assessment. Only metal mines are included in this analysis, as coal and industrial
mining projects follow a different development profile, cost breakdown, and risk profile
(MacDonald, 2002). These mines are spread throughout BC (Figure 3.2), and produce a wide range
of precious and base metals, including gold, silver, copper, zinc, molybdenum, and nickel.

These 26 projects represent only a fraction of the total exploration work in British Columbia by
project volume — only 1 in 10,000 mineral claims explored are turned into economically viable
mineral deposits (NRCAN, 2006). MacDonald (2002) notes "[t]here is no comparable industry when
it comes to the percentage chance of failure that any given exercise is faced with." Given the

31



challenges in proving an economically viable deposit, these operating and advanced-exploration
projects represent significant accomplishments for the Canadian mineral exploration and mining
industry.

An economically viable mineral deposit takes a long time to prove. Exploration work — activities
such as geophysical surveys, diamond drilling, and economic and technical studies — are time
consuming and expensive. Prospective exploration targets are often in remote areas, and may only be
accessible seasonally. Additionally, even the most attractive target is subject to market volatility,
where a sustained period of adverse share and/or metals prices can drive the small ‘junior’
exploration companies that characterize grassroots development in British Columbia to suspend
operations, or even out of business.

Once proven, however, a deposit must go through an environmental assessment and be fully
permitted before it can be mined. The assessment evaluates potential adverse environmental,
economic, social, heritage, and health effects that the proposed project could cause (MoE, 2015).
Proposed projects are vetted by the British Columbia Environmental Assessment Office (BC EAO),
and depending on the parameters of the project, a concurrent review by the federal Canadian
Environmental Assessment Agency (CEAA)(See Section 2.5.1).

The permitting process is, like the exploration program that preceded it, time consuming and
expensive. The recently permitted and operating Mt. Milligan mine took a total of 39 months to
navigate the process (BC EAO, 2013), and is considered a success story within the industry
(Northern Miner, 2013; Nelsen, 2015).

The rigorous assessment process is a relatively recent addition to the numerous hurdles a proponent
must clear in order to take a mineral project to production. In Table 3.1, the 26 operating and
proposed mines from Figure 3.2, along with their current proponent, are charted along with a basic
history of development.

The number of operating metals mines in BC regularly fluctuates, as varying commodity prices
impact the profitability of mining operations, and can cause them to be placed on care and
maintenance for extended periods. Furthermore, the number of projects in the permitting/assessment
phase also fluctuates, as proponents submit new projects to the BC EAO, and withdraw projects to
revise application documents or wait for a more favorable economic, political, or social climate to
advance the project. For the purposes of this review, only mines in operation or
permitting/assessment during the spring of 2015 (as per MABC, 2015) were reviewed.

32



Current Time lapsed
Initial Past Operating | in Years Project
Mine Owner/Proponent | Discovery Production | Period (Discovery- Proponents
Operation)
Operating
Bralorne Avino Silver &
Gold Mines Ltd 1928 1928-1971 2010- 82 4
Copper Mountain Copper Mountain 1923-1957,;
Mining 1979-1985;
1884 1988-1996 2011- 127 7
Gibraltar Taseko Mines Ltd 1972-1993;
1917 1994-1998 2004- 87 8
Highland Valley Copper Teck Resources 1914 1962- 48 5
Huckleberry Huckleberry Mines
Ltd/Imperial Metals
Corp 1962 1997- 35 7
Mt. Milligan Thomson Creek
Metals 1937 2013- 76 8
Myra Falls Nyrstar 1917 1966- 49 5
New Afton New Gold Inc 1887 1977-1991 2012- 125 15
QR Barkerville Gold
Mines Ltd 1975 1994-1997 2012- 37 6
Treasure Mountain Huldra Silver Inc. 1892 1930-1932 2011- 119 5
Red Chris Imperial Metals
Corp 1956 2015- 59 9
Average: 77 7
Permitting/Environmental
Assessment
Ajax Project KGHM Ajax
Mining Inc 1928 87 8
Avanti Kitsault Mine Alloycorp Mining 1968-1972;
1911 1981-1982 104 7
Chu Molybendenum TTM Resources 1965 50 5
Davidson Property Thomson Creek
Metals 1957 58 3
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Current Time lapsed
Initial Past Operating | in Years Project
Mine Owner/Proponent | Discovery Production | Period (Discovery- Proponents
Operation)

Dome Mountain Metal Mountain

Resources 1923 1991-1993 92 5
Galore Creek NovaGold/ Teck

Resources 1955 60 6
Harper Creek Yellowhead Mining

Inc 1966 49 7
Kerr-Sulphurets-Mitchell Seabridge Gold 1965 50 10
Kutcho Creek Capstone Mining

Corp 1968 47 7
Morrison Pacific Brooker

Minerals 1962 53 2
New Prosperity Taseko Mines Ltd 1935 80 6
Ruddock Creek Imperial Metals

Corp 1960 55 6
Shaft Creek Copper Fox Metals

Inc 1957 58 5
Tulsequah Chief Chieftain Metals

Inc 1925 90 4
Turnagain Hard Creek Nickel 1956 59 4

Average: 66 6

Table 3.1: Development history of current and proposed mining projects in British Columbia

The projects detailed in Table 3.1 vary widely, from one of the biggest copper mines in the world at
Highland Valley Copper, to the 100 ton per day Bralorne Gold Mine — a micro-mine by comparison.
What all these mines do have in common, however, are long and complex exploration and
development histories. Operating mines in BC experienced a minimum of 35 years of work on the
property before operations commenced, with some projects experiencing over 100 years of
exploration and development.

During this long journey from discovery to operation, these projects were managed by a variety of
proponents. Historically most mining companies had their own exploration team. More recently the
mining industry is built on a transactional business model that is characterized by small 'junior’
companies identifying attractive mineral tenures, trying to add value through exploration and/or
development, and then selling the property (or interest in the property). As shown in Table 3.1, a
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property changes hands an average of seven times until it is taken on by a larger miner — one who has
the financial and technical capacity to move the project into operation (Nelsen, 2015).

Larger miners prefer growth through acquisition because they see these projects as partially de-
risked. The scarcity of economically viable mineral deposits means it also cheaper to develop vetted
projects than spread the wide net that exploration requires (Nelsen, 2015).

Of the 15 projects in the permitting/environmental assessment stage, only four were advanced by less
than five ownership groups during their histories. More common is the profile of Mt. Milligan, where
initial discovery of mineralization by a prospector in 1937 was followed by the property remaining
dormant for a long period. A 1980s rebound in metal prices led to a renewal of activity, with the
project changing hands seven times before the mill started processing ore in 2013. The timeline of
this project will be discussed in detail in Section 5.4.

A review of project proponents resulted in an average of seven successive 'owners' for operating
mines, and six for those in permitting/assessment, stage although these properties may well change
hands one or more times before construction starts. These transitions occurred over an average
exploration and development span of 77 years for the operating mines reviewed and 66 years and
counting for those in permitting/assessment.

The project timeline and the number of proponents that worked on a project was determined by
reviewing project descriptions and technical reports, and the BC Ministry of Energy and Mines'
Minfile mineral property listings. For the purpose of this review project proponents were determined
by noting each time a new group purchased the mineral tenures, or took control of the project
through option agreement or joint venture.

There are two limitations to this review. The first is the lack of data from independent prospectors
and private companies, as they are not subject to the same reporting requirements as publically
traded firms. Private companies and independent prospectors were routinely involved in almost all of
the projects reviewed, particularly around discovery and early in their history. Due to lack of
historical data, successive individual prospectors and/or private entities with minimal information
were grouped as one proponent in this review.

Secondly, project management changes that occurred under the umbrella of one proponent are not
reflected. This was due to the difficulty in reliably delineating these types of transitions across all
projects equally. These changes are not always publically disclosed, and a more detailed inquiry on a
project by project basis was outside the scope of this study. The result of these caveats is that the
number of management teams for each project is likely underestimated.

The long and disjointed exploration and development timelines, advanced by a number of
proponents, creates challenging conditions for the development of effective and continuous
corporate-community relationships. Rather, the conditions are ripe for communities to develop a
critical idea of the mining and mineral exploration industry, characterized by a rotating cast who
come when times are good, and leave when they turn bad.

An understanding of this historical profile and the potential pitfalls it creates should be understood
by those working on any mineral exploration or mining project. The many actors involved in the
complex backgrounds of these projects require detailed documentation if a record of activity,
knowledge, and commitments are to be transferred from one proponent to the next.
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4. METHODOLOGY

4.1 INTRODUCTION

This chapter discusses the methodology used for the interview portion of this study. It outlines the
choice of methodology, research procedures, participants, analysis methods, and ethical
considerations.

4.2 CHOICE OF METHODOLOGY

To address the research questions outlined in Section 1.2, this study used a participant observation
approach and mixed methods of qualitative research methodology. Qualitative research is a
"pragmatic, interpretive and grounded in the lived experiences of people” (Marshall & Rossman,
2011). Furthermore, as Denzin and Lincoln (2005) state, "Qualitative research is a field of inquiry in
its own right. It crosscuts disciplines, fields, and subject matters. A complex, interconnected family
of terms, concepts, and assumptions surround the term qualitative research."

The study uses a case study report to explore how corporate transitions impact corporate-stakeholder
relations at mining projects. Case studies are reports of research on a specific organization, program,
or process (Yin, 2010; Marshall & Rossman, 2011). This type of research relies on historical and
document analysis and interviewing to gather data, provide depth and detail on specific instances of
a phenomenon, and address the research question with a vividness and detail absent from more
analytic formats (Marshall & Rossman, 2011).

Yin (2010) and Baxter & Jack (2008) note that case study methodology is particularly useful when:

e The focus of the study is to answer “how” and “why”” questions;

e You cannot manipulate the behaviour of those involved in the study;

e You want to cover contextual conditions because you believe they are relevant to the
phenomenon under study;

e The boundaries are not clear between the phenomenon and context.

Qualitative research using case studies typically:

e Draw on multiple methods that are interactive;

e Incorporates interviews, field notes, recordings etc.;

e Focuses on content;

e Isemergent and evolving;

e Is fundamentally interpretive (Marshall & Rossman, 2011; Yin, 2010; Denzin & Lincoln,
2005).

This study used interviews, a blend of 'guided' and ‘dialogic,” with pre-selected participants to
explore the central research question. Guided interviews ask questions about pre-determined
topics/questions, while dialogic interviews use conversational inquiry that allows the interviewee to
expand on related topics (Marshall & Rossman, 2011). This combined approach was selected in
order to address the research questions while leaving room to generate new meanings with
participants.
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The study used a participant observation approach as data was also collected through the researcher’s
own observations during data collection. The research included field visits to both the case study
region and to mining company headquarters. These visits were primarily to conduct interviews, but
also allowed the researcher to observe both the context and experience of stakeholders in the case
study region, and both broad and case-specific approaches and attitudes to socio-political risk
mitigation in the mining industry. Participant observation allows the researcher to analyze for the
nuance, subtlety, and other phenomena that is not possible with other methods (Yin, 2010).

It is important to note that the process of qualitative research can be subjective, and each qualitative
researcher brings their own distinct frame of reference. Patton (2002) proposes a range of questions
to explore the researcher’s bias, and how the participants and those receiving the study (audience)
influence the data. These reflexive questions will be discussed in the following sub-sections.

4.2.1 The Researcher

The researcher’s background and position can influence research participants and how they perceive
the interview process (Marshall & Rossman, 2011). The researcher holds prior background
knowledge of the fields of mineral exploration and mining. The researcher is looking at the topic
from a mining industry viewpoint, and has analyzed this case study primarily to identify best
practices for mining companies around corporate transitions. The researcher’s background and
position were openly shared with all interviewees.

4.2.2 The Participants

The present study used a purposeful sampling approach to identify prospective interviewees for this
study. Palinkas et al. (2013) describe purposeful sampling as "widely used in qualitative research for
the identification and selection of information-rich cases related to the phenomenon of interest."

Current and past management of the Mt. Milligan project were sought for their experiences during
corporate transitions at varying stages of the project life cycle. Stakeholders involved with and
affected by the Mt. Milligan project were sought for their experiences and interactions with the
project proponent through corporate transitions. This included leaders from local First Nations
communities affected by the project, leaders from local communities affected by the project, leaders
from local business interests affected by the project, and leaders from the local and regional
government of the project area's jurisdiction.

These participants were identified through public company reports, and public submissions to the
British Columbia Environmental Assessment Office that took place during the public comment
period of permitting the mine. Any potential participants that were found to not have experience
relevant to the study were excluded from the study.

All interview participants previously held or currently hold positions of leadership in their
organizations or communities. For the purposes of this research, they are what Marshall and
Rossman (2011) deem "elite individuals,” as they are considered influential, prominent, and/or well
informed in their organization or community. Challenges of interviewing elites were recognized
when designing this study, and include difficulty in gaining access, sophistication in managing
interview process, and the need for the interviewer to establish prior competence and credibility on
interview topics (Marshall & Rossman, 2011).
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Selecting a proper sample size can be a complex task based on many factors (Marshall & Rossman,
2011). To gain a robust and well-rounded understanding of the views and approaches of the
companies involved, the author attempted to interview an equal number of management from Placer
Dome, Terrene Metals, and Thompson Creek Metals. The author also attempted to interview a
representative sample of stakeholders from each of the impacted communities.

A total of 24 interviews were conducted for this study. Fifteen interviews were with current and
former management from Mt. Milligan. These participants were distributed across the three
companies. Many of the participants had worked for two of the companies involved, as illustrated in
Figure 4.1.

Placer Dome Terrane Thompson Creek

Figure 4.1: Distribution of interviewees across three project proponents

An additional 9 interviews were obtained from leadership of the communities of McLeod Lake,
Nak'azdli, Mackenzie and Fort St. James (See Figure 4.2). While these interviews were with people
in leadership positions who interacted directly with the Mt. Milligan, due to the low number it is
difficult to determine if they are representative of these communities.

Ft. St.

James
(3 interviews)

Mackenzie
(2 interviews)

Mcleod
Lake

(2 interviews)

Nak’azdli

(2 interviews)

Figure 4.2: Distribution of interviewees across the four impacted communities
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4.2.3 The Audience

This study is intended for a broad audience. Firstly, this study is intended for the academic
community by adding to the literature on socio-political risk management in the mining industry.
Secondly, it is intended for mining and mineral exploration companies and their employees by
providing constructive analysis of the challenges and opportunities that resulted from past corporate
transitions, in order to inform work on current and future projects. Finally, the study is intended for
the host communities of current and future mining projects — both First Nation and settler — to
outline the potential challenges and opportunities to which corporate transitions can contribute.

4.3 PROCEDURE

The author of this study was based out of the University of British Columbia, in Vancouver, British
Columbia. Drawing upon Vancouver's position as a global mining hub, and former head office
location of Placer Dome and Terrane Metals, the researcher was able to contact many former
managers involved in the case study mine.

Additionally, the relative proximity of Vancouver to the case study project area aided the researcher
in establishing contact and communication with community leaders involved in the development of
Mt. Milligan. Telephone and email contact was supplemented by a one week field-visit to the
communities of Prince George, Vanderhoof, Nak'azdli, Fort St. James, Mackenzie, and McLeod
Lake.

This helped to facilitate communication to perspective participants, as well as to establish the
interview protocols and procedures. Prospective interviewees were identified by reviewing historic
company reports, environmental assessment submissions, and media reports. Prospective participants
were contacted by telephone or email, and provided with a letter of introduction to the study
(Appendix A). If a prospective interviewee expressed interest in participating, they were sent a
consent form (Appendix B), and an interview was scheduled.

Interviews averaged approximately 60 minutes, and were recorded on a digital recording device if
consented to by the interview. The recordings were then transcribed verbatim, or in the event the
interviewee did not consent to being recorded, detailed notes of the interview were taken and
transcribed to reflect the interviewee's sentiment as closely as possible.

Interview transcriptions were input to NVivol0, a qualitative research data management software.
The recordings were then analyzed for themes and patterns using open coding. Open coding refers to
when the researcher "constantly compares his/her codes of events and behaviors and words and soon
starts to generate theoretical properties of the category"” (Marshall & Rossman, 2011). Using a term
called clustering, the codes were analyzed for points of intersection and grouped into clusters. This
process resulted in the emergence of three main themes and 11 sub-themes, or nodes.

Once themes emerged from this process, it was critical to ensure that the categories/themes maintain
internal consistency, but remain distinct from each other (Marshall & Rossman, 2011). Finding
complete mutual exclusivity is not the goal of this process, but rather finding the principal categories
of meaning from the participants (Marshall & Rossman, 2011). Indeed, during the coding process
overlap between themes was evident, and will be discussed in Chapter 6.
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4.4 INTERVIEW QUESTIONS

Following a review of the literature, a list of interview questions was created. These questions were
informed by current best practices on socio-political risk management in the mining industry as
defined by the literature review. They sought to explore the context of this case, and how corporate
transitions were managed at this mine.

Questions were further designed to elicit insights into the role that corporate transitions played in the
evolution of corporate-stakeholder relationships at the Mt. Milligan mine. Interviews were semi-
structured, with the drafted question list providing a guide, but allowing room for the interviewee to
deviate from the question list to speak to points as they saw fit. A list of the interview questions can
be found in Appendix C.

Questions covered a range of sub-topics, including many discussed in the literature review. These
topics included: interviewee background, view of transitions, engagement tools, comparison to other
projects, regulatory aspects, transparency, challenges, perspectives, and lessons learned. The
weighting of sub-topics throughout the interview varied depending on interviewee background.
Some participants were more familiar with specific time periods, stages, and aspects of corporate
transitions than others and having the flexibility to elaborate on that was important for this work.

4.5 DOCUMENT REVIEW

The researcher conducted a review of related documents in order to establish a timeline of events at
the Mt. Milligan mine, and to better understand the factors at play over the mine's history. This
review also afforded the researcher background knowledge in advance of interviews. Historical data
gleaned from the document review was supplemented by interview data to develop a timeline of
events at the Mt. Milligan mine.

Documents reviewed include the Environmental Assessment study, NI 43-101 reports, preliminary
economic assessment (PEA) reports, pre-feasibility and feasibility reports, public presentations,
statements and press releases from proponents and stakeholders, proponent policy documents, public
submissions to the Environmental Assessment Office, and previous academic studies related to Mt.
Milligan.

4.6 METHODOLOGICAL LIMITATIONS

All studies have limitations (Patton, 2002), and this study is no different. A discussion of the study’s
limitations is essential, as it demonstrates the boundaries of generalizability and conclusiveness
(Marshall & Rossman, 2011).

This study is limited by the historic nature of the data being examined. Events discussed in the study
occurred between 1990 and the present day. As such, some documentation is unavailable, and the
recollections of interviewees are imperfect. Also, this case study mine is currently operating, so the
findings of this study are not definitive. Future actions of the operator or stakeholders could alter
perception of the corporate-stakeholder relationship at the Mt. Milligan mine.

Due to time and resource constraints, only nine interviews with community leaders were carried out.
While still eminently useful to the study, it is difficult to conclude if the interview data can be
considered representative of these communities.
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Furthermore, there are a multitude of differences between mines, mining companies, and stakeholder
groups across the mining industry. It is difficult to determine how transferable the findings from this
study are to other contexts throughout the industry, or even throughout British Columbia.

4.7 ETHICAL CONSIDERATIONS

The design of this study was subject to review and approval by the University of British Columbia's
Behavioral Research Ethics Board (BREB). The Behavioral Research Ethics Board required
discussions on the research topic, prospective interviewees, consent process, the possible risks
participants faced participating in the research, confidentiality, interview protocol, and data storage.
This study received a Certificate of Approval (H15-00070) from BREB in February of 2015.

Data security and storage is discussed in the BREB ethics approval application. Copies of the data,
including audio recordings and transcribed notes, will be stored in a locked cabinet at the University
of British Columbia for a period of five years. The final thesis and its findings are to be provided to
all participants. The final thesis will be publically available on the UBC library's cIRcle website.

While the majority of participants in the study agreed to have their identity published, a small
number declined. In order to assure the anonymity of these participants, pseudonyms are used for all
participants cited in the study. Each consent form indicates a number for the participant. That
number was used when transcribing information from the interview to data collection forms, and
when incorporating information into the thesis.
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S. CASE STUDY

5.1 INTRODUCTION

This section uses a case study of the Mt. Milligan mine to explore how mining companies manage
socio-political risk at their operations, and specifically how this risk was managed through transfers
in management and ownership. The Mt. Milligan mine in northern British Columbia was selected
due to its complex history, relatively recent transition into operation, and profile as an industry
success story. As one of the newest mines in British Columbia, Mt. Milligan is an ideal case to study
the evolution of this issue.

The Mt. Milligan mine is an open-pit copper-gold mine located 155km northwest of Prince George,
British Columbia (Figure 5.1). The mine entered production in 2013 and is owned and operated by
Thomson Creek Metals Company. The project site is located in a dynamic socio-political
environment and subject to competing interests from various communities, First Nations, and levels
of government.
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Figure 5.1: Mt. Milligan mine and surrounding region

In an attempt to get a full picture of the evolution of company-community relationships at this
project, the author interviewed actors who were historically involved with Mt. Milligan from
company, local municipality, and First Nations government perspectives. Prior to discussion of the
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interview process and results, background on the project is provided through profiles of the
communities and proponents involved in the advancement of this mine.

5.2 REGIONAL PROFILE

The Mt. Milligan Mine is located in the Omineca resource region, in the northern interior of British
Columbia, Canada. Omineca is within the Ministry of Energy and Mines Northeast/Central Mines
and Mineral Resources Division. This region is home to approximately 150,000 people, with the
majority residing in the regional centre of Prince George.

The primary economic driver of the region is forestry, followed by construction, and professional
scientific and technical services (PCIC, 2013). While the region has a long history of mining and
mineral exploration, dating back to the Omineca gold rush in the 1860s and 1870s, it is not a
bellwether industry for the region's economy and employment in the sector is low relative to forestry
and other industries (Colombo, 2012).

Mt. Milligan is located 155km from the regional centre of Prince George, and three additional
sizable municipalities are located within a 160km radius of the mine site — Fort St. James,
Mackenzie, and Vanderhoof (AMEC, 2006). To keep the research within a manageable scope, this
study focuses on Fort St. James and Mackenzie, the two municipalities closest to Mt. Milligan.

The Omineca resource region is home to the traditionally asserted territory of several First Nations
groups. Two First Nations communities, the Nak'azdli First Nation and the McLeod Lake Indian
Band, are in the vicinity of Mt. Milligan and have asserted that the mine site lies in their traditional
territory.

5.2.1 Fort St. James

Fort St. James is located 160km northwest of the regional centre of Prince George, on the eastern
shore of Stuart Lake. It lies within the administrative region of the Bulkley-Nechako Regional
District. The municipality has a population of 1,350, and serves a total of 4,500 residing in the
greater rural area. Fort St. James was first founded by explorer Simon Fraser of the North West
Company in 1806, and is one of the oldest continually inhabited European settlements in British
Columbia.

The primary economic driver of Fort St. James is forestry and related industries. There are three
sawmills in the area and several logging and forestry support companies. As of summer 2015,
construction is underway on a Biomass Energy Plant, which is expected to further diversify the
economy. Mining has been a constant presence in Fort St. James since prospectors visited the area in
the 1800s. The Pinchi Lake Mercury mine operated north of the town between 1940 and 1943 as part
of the war effort and again from 1968 to 1975, resulting in significant environmental damage to the
area after closing, which has since been largely mitigated by the historic owner. Small scale placer
miners have worked claims in the area through the twentieth century to the present day, and the area
has seen significant prospecting and exploration work, including the development of the Mt.
Milligan mine. Other advanced exploration projects in the area include the Inza property (Strongbow
Resources and Xtrata Copper), the Tchentlo and Choo projects (Serengeti Resources and Freeport
McMoRan), and the Decar property (First Point Minerals) (Shandro, 2012).
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5.2.2 Mackenzie

Mackenzie was originally a settlement purpose built in the late 1960s to service the British Columbia
Forest Products mill in the area. The forest products industry is still the lifeblood of the town, with
four mills currently operating in the area. Located 185km north of Prince George in the Fraser-Fort
George administrative area, Mackenzie has a population of approximately 5,000 (Smith, 2012).

Similarly to Fort St. James, prospecting, mineral exploration, and small scale mining has been
present in the greater Mackenzie area for many years. However, prior to the development of the Mt.
Milligan mine, the community's involvement with large scale mining was limited to hosting a load-
out facility for the now dormant Kemess mine, and being home to a smattering of workers
commuting to the Tumbler Ridge coal fields.

5.2.3 McLeod Lake

The community of McLeod Lake sits on the north end of its namesake lake, 140km north of Prince
George on highway 97. The town is the main settlement and administrative centre for the McLeod
Lake Indian Band (MLIB), and lies on McLeod Lake Indian Band reserves no. 1 and no. 5 (ABIC,
2014). Approximately 100 people live in McLeod Lake, making up about one fifth of the Band’s
membership. The remainder of the Band's members live off-reserve, mainly in other areas of
northern British Columbia and the Vancouver area (MLIB, 2013). In addition to historic habitation
by First Nations peoples, McLeod Lake is the site of Fort McLeod, the first continuously inhabited
European settlement west of the Rocky Mountains.

The Mt. Milligan project was McLeod Lake's first exposure to the mining industry. MLIB is active in
the forestry industry through its company Duz Cho Logging, and currently owns and operates four
companies in various industries. MLIB signed onto Treaty 8 in 2000, settling their land claims with
the crown, receiving provincial crown land and other benefits, and defining their area of traditional
territory (ABIC, 2014). McLeod Lake has an Economic and Community Development Agreement
with the provincial government and an Impact and Benefit Agreement with Thompson Creek Metals
to share revenue from the Mt. Milligan mine.

5.2.4 Nak'azdli

The community of Nak'azdli lies directly adjacent to the municipality of Fort St. James, and is the
main community and administrative centre for the Nak'azdli First Nation. The community of 700
represents 38% of the First Nation's membership (Nak’azdli, 2013). Nak'azdli is a member of the
Carrier-Sekani Tribal Council. The group do not have a treaty with the government of British
Columbia, and is currently in stage four of treaty negotiations with the province (Government of BC,
2015).

Nak'azdli's proximity to Fort St. James means the neighboring communities share many of the same
experiences with mining and other resource development. The First Nation is involved in a variety of
business initiatives including forestry, a grocery store, two gas stations, and a mill. Nak'azdli
currently has an ECDA with the provincial government relating to royalties from Mt. Milligan, and
is currently in negotiations with Thompson Creek Metals regarding prospective revenue sharing from
Mt. Milligan (Hoekstra, 2015).
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5.3 COMPANY PROFILES

Mt. Milligan was advanced by several proponents before entering operation in 2013. This study will
focus on the work done by the most recent three proponents, who undertook the majority of the
development work on the project, encompassing the time period of 1990 to 2015. Proponents prior to
1990 were omitted from the case study due to challenges locating a representative sample of actors
involved.

5.3.1 Placer Dome Inc.

Placer Dome Inc. ("Placer Dome") was formed in 1987 from the merger of major Canadian mining
companies, Placer Development Ltd. and Dome Mines Inc. (Dashwood, 2012). The company
specialized in the mining of gold. Placer Dome was headquartered in Vancouver, BC, and operated
as a global miner with operations in Canada, the United States, Australia, Papua New Guinea, the
Philippines, Tanzania, Chile and South Africa. In 2005 the company had a market capitalization of
$6.7 billion and employed over 13,000 people (Placer Dome, 2005).

Placer Dome held Mt. Milligan from 1990 until 2006. In addition to advancing Mt. Milligan, the
company was also involved in other mines in northern BC such as Equity Silver, Gibraltar, and
Endako. In 2006 Placer Dome was subject to a hostile takeover bid from Barrick Gold Corporation,
and was subsequently assimilated into Barrick.

5.3.2 Terrane Metals Corp.

Terrane Metals Corp. ("Terrane™) was formed in 2006 through a reverse takeover of Atlas Cromwell
Ltd. Atlas Cromwell has previously purchased a package of mineral properties from Goldcorp Inc,
who held Placer Dome's Canadian assets after their sale by Barrick (AMEC, 2006). Terrane then
moved forward with Mt. Milligan as their flagship project. Terrane was purchased in its entirety by
Thompson Creek Metals Corporation in 2010.

Headquartered in Vancouver, BC, Terrane had about 15 employees at its peak. The junior mining
company was founded with a market capitalization of $125 million. The company was primarily
focused on the advancement of one project — Mt. Milligan — toward production, but also held
interests in several other exploration properties in Canada (Owram, 2010).

5.3.3 Thompson Creek Metals Corporation Inc.

Thompson Creek Metals Corporation Inc. ("Thompson Creek™) is headquartered in Denver,
Colorado. It was previously known as Blue Pearl Mining, before purchasing the privately held
Thompson Creek Metals Company and taking the newly acquired company's name in the process.
Throughout the late 2000s Thompson Creek was one of the largest Molybdenum producers in the
world. In addition to Mt. Milligan, the company also owns the Endako molybdenum mine in
northern BC, the namesake Thompson Creek molybdenum mine in Idaho, and a metallurgical
roasting facility in Pennsylvania. Thompson Creek also has a portfolio of exploration properties in
Canada (TCMC, 2015).

Thompson Creek is a mid-tier miner, and held a market capitalization of $2.19 billion and 875

employees when it acquired Mt. Milligan in 2010 (Jordan, 2012; TCMC, 2010). Recent market
trends have been hard on the company, with its market capitalization dropping to $135 million in
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August of 2015. A drop in molybdenum prices forced the company to put its Endako and Thompson
Creek mines on care and maintenance in 2014 and 2015 respectively (TCMC, 2015).

5.4 MT. MILLIGAN TIMELINE

5.4.1 Introduction

This section will detail the exploration and development history of the Mt. Milligan project. An
initial timeline was constructed using information gathered from a document review. Documents
reviewed include the Environmental Assessment study, NI 43-101 reports, preliminary economic
assessment (PEA) reports, pre-feasibility and feasibility reports, public presentations, statements and
press releases from proponents and stakeholders, proponent policy documents, public submissions to
the Environmental Assessment Office, previous academic studies related to Mt. Milligan, and press
reports.

This review also afforded the researcher background knowledge in advance of interviews. Interview
data was subsequently used to supplement the timeline of events created from public documents.
These interviews expanded upon and gave clarity to information gained from public reports, and
allowed the researcher a window into decisions, policies and events not addressed or fully explored
previously in the public domain.

Figure 5.2 offers a rough breakdown of the complex exploration and development history of Mt.
Milligan. Each color line represents a different company working on the project, with their trajectory
representing time and activities based on the x and y axes. This figure is intended for illustrative
purposes only; it is not to scale, and does not represent all activity at Mt. Milligan.
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Figure 5.2: Exploration and development history of Mt. Milligan (adapted from Bradshaw, 2014)
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5.4.2 Timeline

Exploration activity at the Mt. Milligan project site was first recorded 1937, when a surface mineral
occurrences were noted by prospectors working in the area. However, no claims were staked and no
further recorded exploration activity was undertaken for 35 years. In 1972, Pechiney Development
Ltd staked the area and conducted a short exploration program, including induced polarization,
geochemistry work and a 5-hole drill program. This work failed to uncover significant mineralization
at contemporary commodity prices and the claims were allowed to lapse (Meredith-Jones, 2013).

In 1983, Selco Inc staked claims in the area and conducted an extensive grassroots geochemical
survey, identifying a gold-arsenic geochemical anomaly. The following year Selco Inc amalgamated
with BP Resources Canada ("BP"), the mineral exploration arm of BP Petroleum.

In 1984, BP optioned the adjacent claims, which had been staked earlier that year by prospector
Richard Haslinger. Between 1984 and 1986 BP conducted extensive geological, geochemical,
lithogeochemical, magnetic, induced polarization, and trenching work (AMEC, 2006).

Lincoln Resources Inc. optioned the claims from BP in 1986 and completed a diamond drilling
program in 1987. Drill Hole #12 led to the discovery of significant copper-gold mineralization, the
MBX Zone. In the late 1980s, Lincoln Resources Inc. reorganized, amalgamated with Continental
Gold Corp ("Continental™) and continued drilling in a joint-venture partnership with BP Resources
Canada Limited (Meredith-Jones, 2013).

In 1989, Continental drill hole #199 intersected the Southern Star Zone, expanding the deposit
significantly (Meredith-Jones, 2013). Continental announced a gold/copper discovery, publically
claiming gold reserves of 2.5-3 million ounces (Reuters, 1989).

In the spring of 1989, Continental President Robert Dickenson touted the Mt. Milligan project as the
next big mine in Canada, with production imminent on a 3 million ounce gold reserve. Continental
publicized an aggressive development timeline; operations starting in 1992, with 350 direct jobs and
525 spinoff jobs in Mackenzie, Fort James and Prince George (Robinson, 1989). However, it would
be 24 years before a mine actually commenced production on the site.

Community and investor expectations around the project were inflated by the speculative
promotional tactics of the day. In the pre-Bre-Ex, pre-NI 43-101 environment, optimistic and
speculative promotion of mineral deposits was a common tactic to encourage investment.
Continental's projections were based on a drill program of 95 test holes at 100-metre spacing,
without the completion of a feasibility study (Robinson, 1989). Industry critics noted the optimistic
projections did not account for possible fluctuations in the grade, structure, continuity, and
recoveries of the deposit (Northern Miner, 1989). Such aggressive, promotional statements would
not be permissible in the modern regulatory climate.

Continental failed to find financing for the project, and in 1990, major miner Placer Dome Inc.
("Placer Dome") acquired the company and its main asset. Placer resumed exploration drilling at Mt.
Milligan and completed a Pre-feasibility Study for the development of a 60,000 t/d open pit mine and
flotation process plant. This study was closely followed by an application for a Certificate of
Development from the Government of British Columbia (Terrane, 2008) that would open the door
for mine construction.
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Public consultations were carried out by Placer in conjunction with a socio-economic assessment in
1990 and 1991. Consultation consisted of meetings and open houses in Fort St. James, Mackenzie,
Vanderhoof, Prince George, and Burns Lake (AMEC, 2006).

Placer Dome also conducted an Environmental Assessment in 1991 to support the Mine
Development Certificate application. This included extensive environmental baseline studies in the
area surrounding the project (AMEC, 2006). Additional baseline data were obtained in 1991
(fisheries), 1997 (fisheries, ARD studies, water quality, geotechnical and hydrology), and 2006
(fisheries and water quality)(BC EAO, 2009; Terrane, 2008).

Poor economics caused the company to shelve the project in 1992, and the company took a $266
million write down on the project (Canada News-Wire, 1992). Placer received a Mine Development
Certificate in 1993, and a second Pre-feasibility Study was completed in 1996. However,
unfavourable metals prices restricted the project's economic potential.

Placer Dome was criticized for the purchase of Mt. Milligan after taking write-downs related to the
project. However, shortly after the their purchase of Mt Milligan, analysts had lauded the company's
expansionist growth strategy (Durr, 1990).

Placer Dome renewed the Mine Development Certificate in 1998, but the project remained dormant
for the length of the extension. The Certificate expired in 2003 and could not be renewed (AMEC,
2006).

When Barrick Gold Corporation purchased Placer Dome in 2006 it was not interested in the
Canadian assets, which were sold to Goldcorp Inc., who then sold Mt. Milligan and several other
properties to Atlas Cromwell Ltd. Atlas Cromwell Ltd changed its name to Terrane Metals Corp
("Terrane™) through reverse take-over, and initiated a comprehensive work program at the property
(AMEC, 2006).

Between 2006 and 2007 Terrane completed 18,507 metres of drilling in 60 holes with the purpose of
upgrading the resource (Meredith-Jones, 2013). As a result of this work, Terrane released a new NI
43-101 study, reporting a combined measured and indicated mineral resource of 590.8 million tonnes
grading 0.193 per cent copper and 0.352 grams per tonne gold (Meredith-Jones, 2013).

Terrane also restarted the environmental assessment process in 2006. (Terrane, 2008). The project
required both provincial and federal environmental assessments, and received certification in March
2009, and December 2009 respectively.

The environmental assessment process was opposed by one of two local First Nations bands, the
Nak'azdli First Nation. In a press release the Band's leadership outlined their opposition to the Mt.
Milligan project based on perceived deficiencies in the existing EA, and government and company
consultation processes (Sam, 2009). The Nak'azdli later filed a petition with Supreme Court of
British Columbia against the provincial government, contending that it was not properly consulted
(Stueck, 2010).

This opposition culminated with members of the Nak'azdli First Nation constructing a road block on

an access road to the project site in November, 2010 (Stueck, 2010), and January, 2012 (Gilbert,
2012). In both instances the road blocks were ended peacefully after several days.
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Alternatively, the other main First Nation group in the area, the McLeod Lake Indian Band (MLIB),
expressed general support for the project (Chingee, 2008). The surrounding municipalities of Fort St.
James, Mackenzie, and Prince George, also supported the project, citing economic benefits to the
region. Local business owners and residents from Fort St. James and Mackenzie expressed support of
the project citing potential economic benefits from increased population, infrastructure, and job
opportunities (Ji et al., 2008).

In August of 2010, the provincial government signed a royalty revenue sharing agreement with
McLeod Lake Indian Band. This agreement resulted in the McLeod Lake Indian Band receiving 15
per cent of the provincial royalties on the mine -worth an estimated $35 million to $70 million over
the projected life of Mt. Milligan. This was only the second mining royalty revenue sharing
agreement signed in British Columbia. On the same day, MLIB also signed a Socio-Economic
Agreement with Terrane Metals worth $24.5 million in payments over the 23-year life of the mine,
and including a $1.5 million upfront payment to the band (Williams, 2012).

Terrane sought joint-venture partners to assist with financing construction of the $900 million
project. Potential partners included Goldcorp Inc., who declined a potential joint venture opportunity
in 2010. Terrane continued seeking a partner to move ahead with project construction before the
company and all its assets were acquired by an American miner, Thompson Creek Metals Company
("Thompson Creek™), in 2010.

In April 2012, the new proponent applied to the BC EAO for an amendment to the EA certificate for
Mt. Milligan. The amendment would make two major changes to the original mine plan: to establish
a camp for operations rather than transporting workers from Mackenzie and Fort St. James; and to
locate the rail load out facility in Mackenzie rather than building a new facility in Fort St. James.
These amendments required additional changes to the haul-out route for ore concentrate (Thompson
Creek Metals, 2012).

The amendments were met with significant community opposition. Letters from the Nak’azdli First
Nation and Municipality of Fort St. James argued that their analysis of the application was based on
the fact that the original plan would provide economic benefits from employment opportunities (in
both the mine and the load-out facility) and infrastructure. Under the amendments, these benefits
would be transferred to Mackenzie. Local authorities in Fort St. James had already begun planning
for the load-out facility (Nak’azdli First Nation, 2013; BC EAO, 2013a).

The Municipality of Fort St. James had anticipated the project to trigger residential development in
the community as mine workers would need lodging. The Municipality expressed opposition to the
amendment to build an on-site camp, as it would eliminate this potential economic benefit, upon
which they had offered their support for the project (BC EAO, 2013a). In March of 2013, the BC
EAO approved the proposed amendment, citing that the assessment of impacts on benefits that had
not yet been received by communities were out of the scope of the EA Amendment Assessment, and
that there were not significant adverse environmental, economic, or social impacts resulting from the
amendment (BC EAO, 2013b).

An economic development agreement between Nak'azdli First Nation and the provincial government
was signed in 2012. This agreement saw the Nak'azdli receive 12.5% of mineral tax revenue
throughout the life of the Mt. Milligan mine. The estimated value of this deal was $24 million based
on projected mine life and current metal prices (Lloyd, 2012).
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Construction on the mine commenced in early 2011. Approximately 650 people were employed
through the two year construction period, the majority of which were housed in an on-site
construction camp (Thomson Creek, 2013). During construction project costs ballooned from $900
million to $1.57 billion (Penner, 2013).

On September 24, 2013 Thompson Creek Metals announced the start of commercial production at

Mt. Milligan (Meredith-Jones, 2013), signalled by the first shipment of concentrate to smelter.
Thompson Creek Metals continues to own and operate the Mt. Milligan Mine today.
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6. RESULTS AND ANALYSIS

6.1 INTRODUCTION

This chapter will review the results from qualitative analysis of 24 semi-structured interviews.
Interviews were recorded, transcribed, and imported into NVivol0 qualitative analysis software.

All interviews followed a semi-structured format — a blend of guided and dialogic interview styles. A
questionnaire provided the interviewer with a guide for the interview, but allowances were made for
the interviewee to elaborate on certain points. Some participants were more familiar with specific
time periods, stages, and aspects of corporate transitions than others and having the flexibility to
expand on that was important for this work.

Questions were designed to elicit insights into the role that corporate transitions played in the
evolution of corporate-stakeholder relationships at the Mt. Milligan mine. Questions were informed
by current best practices on socio-political risk management in the mining industry as defined by the
literature review.

Interview transcripts were coded section by section into three main themes, or to use NVivol0
terminology, “nodes” — based on relationship to the experience and perceptions of transitions at the
Mt. Milligan mine before, during, and after they occurred.

These three nodes/themes were further broken down into 11 sub-nodes. These sub-nodes were
identified by examining topics emerging from word cluster analysis trees of each main theme in
conjunction with the literature review. Some of these themes and sub-themes were identified in the
literature and initiated in interviews by questionnaire design, while others entered interview
transcripts without prompting.

This section will present results from each node using NVivol0’s word count/clouds/cluster, to
identify trends in the interviews. Conjunctions or prepositions and minor and insignificant words
were omitted from analysis in NVivol10. This “stopped word list” can be seen in Appendix D.
Specific person and place names were also omitted to maintain participant confidentiality (See
Section 4.7), and to avoid unnecessary repetition.

Specific quotes from the interview data are presented to highlight and expand upon key themes.
These themes were developed to help answer the research questions outlined in Chapter 1. In several
instances there is an overlapping of coding, as some themes are closely related, and interviewees at
times addressed two or more topics in the same response.

Word frequency queries were performed on these sets of interview data to further examine their
content and the topics discussed. Results of these word frequency queries are presented throughout
this section as word frequency tables, word frequency clouds, and word frequency cluster analysis
trees or horizontal dendrograms — which use an algorithm (Pearson Correlation Coefficient) to
cluster words by relationship in terms of co-occurrence in interview transcripts. These tables and
figures are generated using NVivo10 qualitative data analysis software.
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6.2 OVERVIEW

An analysis of interview data with NVivo10 software found the emergence of three main themes or
nodes, in accordance with the literature review. These themes were identified during the coding of
interview transcripts, in which the researcher groups assigns sections of text to a node by topic. The
three themes are "Setting the Stage," "Addressing the Issue,” and "Reflection and Progression."

These themes look at corporate transitions before, after, and during their occurrence. Each of these
themes also addresses a different context of talking about corporate transitions at Mt. Milligan. The
experience and perspectives brought to the table by actors, the nuts and bolts of navigating
transitions, and reflection on corporate transitions to identify transferable points of interest,
respectively.

Each of these themes was queried for word frequency to identify sub-themes or sub-nodes, and to
further clarify their differences. A basic word frequency query found each of the three themes to be
consistent in basic content. As seen in Figure 6.1, the same main topics appear to be discussed
consistently across the three themes.
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Figure 6.1: Comparison of word clouds for main themes

To explore these themes further, NVivol0 was used to perform cluster analysis on the top 25 words
of each sub-theme. This tool analyzes association by usage together in the interview transcripts; the
closer words are on a 'branch’ represents closer usage across the interview transcripts. The resulting
cluster analysis trees (Figure 6.2) are more illuminating than the word clouds. While the majority of
the words were the same in each theme, their association with each other is different.
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Themes emerging from these cluster analysis trees (Figure 6.2) were compared to concepts explored
in the literature review. From this, patterns in association led to the development of sub-themes or
sub-nodes, from which to further explore the interview data. In the following sections, interview data
will be broken down by theme, and with word clouds and word cluster trees generated for each.
Analysis will be further broken down by sub-theme, with quotes from interviews used to illustrate
the findings of each sub-theme in the context of the case study.

6.3 SETTING THE STAGE

The first group of themes relates the individuals and companies working at various stages and the
respective experiences and perceptions that they brought to Mt. Milligan. This theme incorporates
dynamics that actors brought with them that 'set the stage' for the corporate transition, in both

positive and negative aspects.

Table 6.1 and Figure 6.3 present the top 25 terms of coded interview data in the "Setting the Stage"

node.
Word Length (letters) Count Weighted Percentage (%)
People 6 161 1.61
Project 7 160 1.60
Time 4 129 1.29
Company 7 80 0.80
Community 9 79 0.79
Work 4 74 0.74
Mine 4 70 0.70
Actually 8 59 0.59
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Word Length (letters) Count Weighted Percentage (%)
Mining 6 57 0.57
Working 7 52 0.52
Projects 8 51 0.51
Years 5 51 0.51
Reputation 10 49 0.49
Involved 8 47 0.47
Group 5 45 0.45
Handovers 9 45 0.45
Came 4 43 0.43
Communities 11 42 0.42
Quite 5 42 0.42
Companies 9 41 0.41
Environmental 13 41 0.41
Team 4 40 0.40
Took 4 40 0.40
Terms 5 39 0.39
Little 6 38 0.38

Table 6.1: "Setting the Stage" top 25 words by frequency
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Figure 6.4: "Setting the Stage" cluster analysis tree

Through analyzing the word clusters in Figure 6.4, and comparing outputs with topics in the
literature review, sub-themes from this node emerge. In this cross section of interview data, the most
commonly captured terms were those relating to the histories of the people and companies involved,
the perception of these histories, and how these histories influenced work on this project. To capture
these trends, this theme was broken out into four sub-themes: background, comparable projects,
handovers and reputation, and perception of risk. These sub-themes are presented in the next section.
The context of each sub-theme is explained in relation to the case study and illustrated with
interview quotes.

6.3.1 Background

The first sub-theme that emerges is "Background.” This sub-theme relates to the backgrounds of the
various actors involved in Mt. Milligan — both that of the individuals interviewed for the study, and
broader organizational backgrounds of the groups involved.

Those interviewed previously or currently hold management and/or leadership positions when
involved with Mt. Milligan. This includes positions both in the three companies discussed in Section
5.3, and the communities discussed in section 5.2. This meant interviewees brought a variety of
experience to the table when involved in Mt. Milligan. In some cases this is what had led them to be
involved in the project, and in all cases influenced their work.
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Company subjects were characterized by extensive experience in the mining industry. Typical
respondents had careers spanning one or more decades, with involvement in projects all over the
world. Seven of the fifteen company interviewees had experience with more than one of the
companies involved in advancing Mt. Milligan.

Prior experience in the mining industry, and particularly experience developing mining projects in
British Columbia put managers in a strong position to understand the local context and execute at the
project level. Those involved with Mt. Milligan during the Placer Dome years benefited from the
institutional knowledge of a company with extensive experience developing and operating mines in
British Columbia (Table 6.2). Immediately preceding and during their ownership of Mt. Milligan,
Placer Dome held interests in several mines and development projects in British Columbia, including
Endako, Equity Silver, and Gibraltar. Placer Dome also had significant experience developing and
operating mines globally, including many jurisdictions with challenging socio-political risk profiles.

I mean, one thing | have to say is Placer to a large degree grew up in British Columbia. | mean, they built and
operated Gibraltar, Endako, Equity, and Craigmont. So, Placer had a long history here. A lot of the senior staff in
Placer were from British Columbia and the issues in terms of consultation, environmental protection... BC is, you
know, has been a leader in those areas in the mining sector, for a long, very long time. Partly due to the value of the
environment here and the complexities of, lack of, First Nation treaties. It’s always been, there’s always been a lot
more in, | think, consultation and environmental protection in BC. So, you know the company already had that, |
think, to a large degree within its culture.

Manager6

Table 6.2: Corporate experience of Placer Dome - Interview comments by manager

In contrast, community leaders interviewed had significantly less experience with mining. The
impacted communities (See section 5.2) have historically been highly dependent on the forest
industry, and have had limited exposure to the mining and mineral exploration industry. Only one
community interviewee characterized themselves as familiar with the mining industry (Table 6.3).

I was obviously a strong proponent, and | think, | was strong because 1 come from a mining background and I
understand the industry and the system.
Community5

Table 6.3: Experience with the mining industry - Interview comments by community

While inexperienced with the mining industry, community leadership was comfortable in
governance roles. The communities reviewed were characterized by stable government, with multi-
term councilors, mayors, and chiefs common.

6.3.2 Comparable Projects

While the "Background" sub-theme explores the general experience and history of interviewees, the
"Comparable Projects™” sub-theme more specifically examines the mining and mineral exploration
projects comparable to Mt. Milligan, and how interviewees' involvement (or lack thereof) influenced
their approach to this case.

The development of large copper-gold porphyry deposits is widespread globally (Nelson, 2015).
However, knowledge of the development of open pit mines in the British Columbian context is
highly specialized, even within the mining sector. In addition to the common technical and
environmental challenges, BC's socio-political context is unique.
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Following this, ascertaining interview subjects' prior experience with this type of mining projects, or
industrial projects in general, is valuable. Company interviewees generally had extensive experience
with this type of project (Table 6.4). Indeed, they were usually brought on board as a direct result of
their prior experience.

I think that the basics are pretty similar. And if take Cominco at Red Dog, or if you take Syncrude, or if you take
Musselwhite Mine, or Mt. Milligan, | mean, the general approach is probably pretty similar. If you want to do it the
right way, you know. But I think the group of people you’re talking to, that’s a pretty good collection of observations
for doing things, 5 years or 10 years from now but I’'m sure the basic principles apply.

Manager3

Sure we did the Granny Smith Mine, | came in at the tail end of that. There was Big Bell Mine. There was Misima.
Those ones | came in on the tail end of. We were building the Coipa in South America. We constructed Zaldivar.
Went over to do Osbourne in Australia. Then we did the Cortez Gold Mines, Musselwhite.

ManagerS

Table 6.4: Comparable mining projects - Interview comments by managers

However, despite significant experience with mining at their other operations, Thompson Creek did
not have experience developing a greenfields project like Mt. Milligan (Table 6.5).

There is a big difference between Milligan and Endako. Especially from a CSR point of view. Endako is a legacy
operation and Milligan is greenfields. There is no community sustainability committee or other initiatives at
Thompson Creek's legacy mines. We would like to look more into that, but it is a challenging market climate to
explore these ideas, and some of the mines are moving towards care and maintenance anyways.

Managerl11l

Table 6.5: Mt. Milligan vs Endako - Interview comments by manager

As referenced in Section 6.2.1, community respondents had limited knowledge of mining (Table
6.6). While other industrial projects familiarized their knowledge factors related to heavy industry,
their lack of experience in mine development may have restricted their foresight for how this project
would play out.

[L]ike I said lots of industry over the years dealing with them. So we’ve had a lot of experience dealing with lots of
logging and lots of, I don’t know, I think they dealt with BC hydro and they dealt with the train lines through places,
and they dealt with power lines through places, and long time ago through that pipeline that went through that you
probably passed over when you came here.

Community?2

With the Mackenzie, that community was entirely organized for the forestry industry.
Manager2

Table 6.6: Previous community experience with mining - Interview comments by manager and community

While these communities were naive to mine development prior to the Mt. Milligan experience, the
Mt. Milligan experience has been highly educational for community leadership (Table 6.7).
Involvement with Milligan has shaped their approach to future mining projects in their region, in
addition to their engagement with other proposed industrial projects, like hydro projects, energy
pipelines, and other mining projects.

Yeah, there’s a number of things that we learned about in dealing with Mt. Milligan, about how exploration takes
place and, just the EA process. | think we, after Mt. Milligan, we ended up fully participating in all the LNG reviews.
I think it helped in looking at what to look for in mining and exploration proposals.

Communityl

New Gold has been looking at the Community Sustainability Committee (See Section 6.4.1) and have adapted
something similar, and | think what they have done over the years is they’re looking at lessons learned. You know,
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how could we improve on things that have gone on with Milligan?
Community4

Table 6.7: Influence on future projects - Interview comments by community

6.3.3 Handovers and Reputation

This section reviews how the specific transitions at this project were carried out at this project.
Specifically, the "Handovers and Reputation” sub-node looks at how the handovers were completed,
and how reputation played a role in shaping community attitudes toward the new team taking over
the project.

The transfer of assets that takes place during a corporate transition is clear. However, relationships
between the mining company and community are less tangible. Interview comments noted the
company-community connection is often characterized by personal relationships which are
challenging to transfer effectively. In this case, the reputation of companies or individuals can be
important in determining if a positive relationship can be established quickly by a new corporate
entity and its agents (Table 6.8).

So on a personal level, you have personal relationships with these people at this point, so you’re trying to reassure
them because that's your mandate as part of the team. At the same time, you're still evaluating this new company. . .
So your job is to try to smooth the transition, give the new company a chance to kind of let new company people
establish their reputation with the communities.

Manager8

[T]he Terrane people had some existing relationships because of the Placer legacy which perhaps was helpful for
them, | don't know. But they seemed like they were well regarded in the community from the conversations that I had
in the early days of the project.

Manager10

Table 6.8: Existing relationships at Mt. Milligan — Interview comments by managers

Continuity may have been a factor at Mt. Milligan, as a number of proponent managers remained in
similar roles through each transition that was examined in this case study. Such continuity had a
positive impact on maintaining goodwill with stakeholders immediately after each transition (Table
6.9). Of course, this goodwill is temporary, and more enduring stakeholder opinions of the operation
are shaped by further actions.

[W1]hen a company acquires another company, you acquire the assets, but trust is not a transferrable asset. So there is
no question you have to almost start at the ground level and try to build your own relationships. And in places where
people have done a good job then you know you have a bit of an easier introduction into it, | think. I think Terrane
did a very impressive job and | mean | think before Terrane — Placer Dome had done good job, so it was an
interesting project and that there wasn’t a legacy of ill feeling and hard feeling towards the project. | mean that made
it a lot easier.

Manager10

So, you see when Thompson Creek came in initially, there wasn’t, there wasn’t a huge change really over all | think.
I mean, you saw a bit of a different approach, but I don’t know that the communities saw that initially. It wasn’t until
probably about 6 months later that they started to see kind of that change.

Manager9

Table 6.9: Goodwill after transition - Interview comments by managers

Reputation can also present challenges. Placer Dome, took over an exploration property that had
seen limited, if any, engagement with local stakeholders (Table 6.10). The company had to build a
relationship from scratch, at a time when strong stakeholder relationships were less customary.
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And you know, when I walked in to the Nak’azdli, McLeod Lake the first time, yeah, I spent a fair amount of time
telling them who the company was, what our orientation was, and what we hoped to achieve in our relationship with
them and so forth. Although, I have to say, this was potentially an issue. At those three operating mines in BC we had
no relationship to speak of with any First Nations. They were invisible. Those mines had been developed in the era
before the possible outreach to and inclusion of First Nations in a very proactive and positive manner had become
the norm, and had become the expected industry practice.

Manager2

Table 6.10: Prior engagement with First Nations - Interview comments by manager

Furthermore, the reputation of the mining industry in general influences community perceptions
around mining projects. Not least for the communities around Mt. Milligan, who had a direct
reminder of mining's negative history, the nearby Pinchi Lake mercury mine. When Thompson Creek
took over the property, they also had to shift community perceptions that came with being a much
bigger and American company influenced community perceptions (Table 6.11).

Yeah. We had a smaller company before and then it went into... it was taken over by Thomson Creek, which is an
American company. I think yeah, it was a different... I didn’t really meet with the company a lot so, I just heard from
the tribe council really... they were dealing with, I guess it was different American attitudes, we’re different from
them, different from Canadian people I guess. Yeah. I don’t think they were... too keen on dealing with aboriginal
people who were... we’re starting to... like the nation is operating on the basis that the aboriginal rights and title
exists, and we’re still operating on the basis that we do own the land. That’s something that American companies
probably don’t have much... don’t understand it enough.

Communityl

There’s no question we represent a corporate entity though, working on the project team. There's always going to be
some tension, both | think within the team and the communities because you "come from away." | put that in
quotation marks, but I find on all the projects that I’ve ever done, my past experience, where 1 grew up, my
background, is really of no interest in the communities. They just simply don't trust you to start out with because you
come from the south, or you come from Vancouver, or you come from a corporate entity, or you work for an
American company. So these are all things that you need to anticipate and, you know, it's not personal, it’s just the
way it is. If you put your time against it, you can build your own relationships.

Manager 10

Table 6.11: Community perceptions of companies — Interview comments by manager and community

6.3.4 Perception of Risk

A range of academic and industry studies have highlighted the importance of taking social and
political factors into account when assessing project risk (Deloitte, 2014; Ernst & Young, 2015;
PwC, 2015). However, this advice is not always applied in practice. This sub-theme examines the
extent to which those advancing the Mt. Milligan mine perceived these factors as contributing to
their risk profile.

Company perceptions of socio-political risk around the project evolved depending on which
proponent was involved, and the time the company was involved (Table 6.12). The mining industry
has always been beholden to commodity prices, and economics are ultimately what drives projects
forward. However, incorporating socio-political consideration into the risk profile has evolved over
time, and resulted in an improvement in best practices, specifically with regard to engagement with
First Nations communities.

[Blasically, there was then, and in many cases there is still today, the general assumption that whatever the social
issues are, we’ll manage them. And they’re not going to be project breakers or anything like that, you know, there
will be some incremental cost, but the cost of managing social issues or even political issues around a project is less
meaningful to the company than a $20 drop in the average price of gold. And gold fluctuates quite a bit, so it’s
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marginal. The cost is marginal, it’s not that these issues are not important, they are from a corporate culture point of
view. The company was oriented towards, you know, we wanted to be proud of who we are and what we are doing
sort of thing. And from a corporate image, and reputational point of view. So it can affect you, impact your business
in subtle ways, but as part of the acquisition due diligence it’s not a significant concern.

Manager2

And maybe we were sort of on the cusp of, you know, you could go to meeting with the Mining Association and not
all the players around the table... oh, we even had a working group within the Mining Association of BC and there
were a number of people within the Mining Association, that particular case, there were some people that weren’t
terribly sympathetic | suppose to getting too involved. There’d been more people that been around quite a bit of the
time, “Oh yeah I’ve heard of all this before.” But I think the vast bulk were very quickly starting to realize how
important this was. Because we weren’t the only company, there are a lot of other companies that were starting to
work with the aboriginals too. I think you get to a point where you realize that if you really, you can, if you have a
really good relationship with the aboriginal communities, even if it takes an awful lot of time, that is to your
competitive advantage and | think a lot of companies were starting to realize that.

Manager3

Table 6.12: Historic perceptions of socio-political risk - Interview comments by managers

Overall, company respondents characterized socio-political risk around the project as highly
important, but manageable (Table 6.13).

We clearly had a government here in BC that was extremely pro-mining. Not just in Victoria but in the immediate
Prince George, north-central British Columbia area. Very pro mining. The MLAs, the mayors, the councils, highly
supportive of trying to get something going on at the project. Very supportive of responsible resource development,
and those were always the key words | was always using. Highly supportive, so | knew that, that was good, big check
mark there.

Manager4

It's BC, and the evolution of the mineral projects in BC every year becomes in some ways more complex, in some
ways not. But certainly at that point in time the interplay between the two primary First Nations we’re engaged with
was extremely challenging to manage at times. So it definitely was a risk. Secondarily was the project economics:
around, is there enough copper and gold in the porphyry deposit sustain a mine for the amount of time and to be able
to build it for a reasonable price and operate it at a profitable level?

Manager7

Yeah | was hired specifically because two of the people on the project team, two of the most senior people, had come
off a project where you know no matter how you define a social license to operate, the project had lost it and it
experienced a protracted period of conflict with the local community. And as a result of that experience those two
individuals sort of said, “Hey, we want to plan this project in a different way.” So taking into account social issues
and social responsibility at the start of the construction and planning through with the view to hopefully getting the
project into production without having significant community opposition.

Manager10

Table 6.13: Perceptions of socio-political risk — Interview Comments by Managers

Technical risks, such as environmental and economic risk, were also at the forefront for company
leadership (Table 6.14). Economic risk, specifically, was a significant concern on a project that had
been significantly marginal for most of its life.

[T]he challenge was which you always saw was, as time rolled on we had some good ideas that we could build it, but
your basic economics of what the value of the ton of rock is, versus the cost to process that ton of that rock. Just,
there was never a big enough gap to pay for the capital. So just came down to simple economics. Never really, really
quite worked.

Manager5

Milligan, there was always a lot of pressure around budget there for obvious reasons, and we went way over our
budget on Milligan.
Manager9

So the environmental side was certainly of interest to a lot of people. But when they saw our approach to just to
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minimize footprint, you had a mine that was designed to never discharge water, we didn't have acid rock problem, we
were developing a mine that was underneath the ground where about 65% in the area that have been previously been
clear-cut. It had been approved before. It was a relatively benign mine that you know, of course there are localized
impacts, no one would ever say there wouldn’t be. But these sort of the broader scale impacts were really very, very
negligible.

Manager7

Table 6.14: Technical risks - Interview comments by managers

Community attitudes toward risk can be different, but are no less relevant to successful project
advancement. Interviews with community leaders found significant differences between the risk
profiles of First Nations and settler communities. First Nations leaders spoke to significant concerns
about potential environmental and social impacts. First Nations leaders also alluded to a longer risk
horizon, and spoke in terms the generational impact that a mining project could have on their
community (Table 6.15).

I don’t know if you’ve heard it before but we I just saw the projects came in the companies come and say, “jobs and
money, jobs and money, jobs and money,” but I was really concerned about the bigger picture of what comes of the
jobs and money and all of the social effects.

Community?2

And if they want to have a mine there then they had to do the things we wanted them to do, you know, the clean
drinking, clean make sure that the contaminants that are staying on that site do stay there, and then if there’s
contaminants then they have to clean those contaminants out somehow. Burying it there is just not addressing the
problem, it has to be done in a way where pristine land gets backs to the same normal pristine way it’s always been
for thousands of years.

Community6

[TThey’re trying to sell it to us, telling us it’s safe, but if you were in my shoes there’s always that hesitation that
everything is going to stay in one place. What happens if it leaches out? How much of it’s starting to leach? Where
does it stop that it’s not going to get out of that containment? What kind of guarantees are you going to give me
then? And | guess they put certain type of soils that were, that contains water, say like line it with clay. But how long
is that going to sit there? 20 years, 30 years, 50 years. What happens in 50 years if it breaks down? Does that mean
that all the contaminants get out there and start doing harm to us? We want to make sure that, when you leave, that
none of those things are harmful to us.

Community6

Table 6.15: First Nation perceptions of risk - Interview comments by community

In contrast, interviewees from impacted settler communities, while acknowledging the
environmental impact, focused on economic and social factors. The risk horizon also appeared
shorter, with a focus on the more immediate risks to their community (Table 6.16). A full analysis of
responses to impacts and benefits of the project will be explored in Section 6.3.4.

But we definitely have shadow populations, and while we’re talking about we might as well talk about cumulative
impacts too. [ mean these projects aren’t happening in isolation.
Community3

Environmental concerns were minimal. The decline of forestry led to a desire for jobs in the region.
Manager14

We’re resource extractors. You know, resource extractors understand I guess, that there is gonna be an impact to the
environment and they just need to look at it. Well, it’s just something, how you make that work. So, and the other
piece of it too is, Terrane came back with a revised mine plan and dramatically decreased the footprint and it’s
closed circuit loop, where there’s no, no discharge, no effluent. So, it was pretty easy to support that.

Community5

Table 6.16: Settler population perception of risk - Interview comments by community
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6.4 ADDRESSING THE ISSUE

The second theme is comprised of issues, challenges, factors and strategies for navigating corporate
transitions, and particularly transitions at the Mt. Milligan project. This theme incorporates
successful, and in some instances unsuccessful, strategies for building constructive corporate-
community relationships. Many interviewees addressed these topics in broad terms — not only
specific to transitions, and these instances were included as the literature supports the need to plan
for these approaches at the start of project development, and maintain them on an ongoing basis
(Kemp & Owen, 2013). Following this, it is crucial that these topics are addressed not just at the

transition stage, when socio-political risk is heightened, but throughout the project life-cycle.

Table 6.17 and Figure 6.5 present the top 25 terms by word frequency of coded interview data in the
"Addressing the Issue” node.

Word Length (letters) Count Weighted Percentage (%)
People 6 235 1.45
Community 9 215 1.33
Time 4 156 0.96
Company 7 141 0.87
Mine 4 130 0.80
Project 7 115 0.71
Work 4 110 0.68
Communities 11 101 0.62
Committee 9 91 0.56
Government 10 86 0.53
Process 7 83 0.51
Actually 8 82 0.51
Environmental 13 81 0.50
Mining 6 65 0.40
Benefits 8 58 0.36
Make 4 58 0.36
Working 7 58 0.36
Impacts 7 57 0.35
Little 6 55 0.34
Engagement 10 53 0.33
Sustainability 14 53 0.33
Issues 6 51 0.32
Years 5 50 0.31
Local 5 49 0.30
Meetings 8 48 0.30

Table 6.17: "Addressing the Issue" top 25 words by frequency
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Figure 6.6: "Addressing the Issue" cluster analysis tree

The word frequency table and word cloud for this theme are similar to the previous theme; what has
changed is the context. Through analysis of the word clusters in Figure 6.6, and comparison with
topics in the literature review, sub-themes from this node emerge. Instead of talking about the actors
at the Mt. Milligan mine, respondents focused on the actions of these actors. To fully capture these
actions as they influenced the socio-political context of the mining project, this theme is broken out
into four sub-themes: stakeholder engagement, communication and transparency, legislation and
regulation, and impacts and benefits. These sub-themes are presented in the next section. The
context of each sub-theme is explained in relation to the case study and illustrated with interview
quotes.

6.4.1 Stakeholder Engagement

The first sub-theme in this section looks at stakeholder engagement, and what strategies the three
companies involved in this case study adopted to build support for the Mt. Milligan project. As
discussed in section 2.4, stakeholder engagement is a vital piece of a company's CSR strategy.
Appropriately planned and executed stakeholder engagement can be the difference between building
strong community support for a project and facing a wall of opposition.
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Mt. Milligan's history is characterized by progressive stakeholder engagement. Interviewees noted
Placer Dome was an early leader in the CSR field, and they initiated what was a high level of
engagement with local First Nations for the time (Table 6.18).

The good thing about it was Placer was a world leader, we were so far ahead of what a lot of other companies were
doing at that time, that we probably had a significant amount more social engagement and social license that we were
trying to maintain.

Manager5

Table 6.18: Placer Dome as a CSR leader - Interview comments by manager

Stakeholder engagement strategy at that time can be considered basic compared to modern's best
practices, with a focus on basic meetings with key stakeholder groups. Attempts to strengthen local
knowledge of the mining industry were also a priority (Table 6.19).

Yup, they came up here. Bought us lunch and stuff like that, and talked about the mining project. . . . Some kind of
consultation phase was happening. They just came out here and said there's likely to be a project there, but at the
same time we didn’t know what the project would look like.

Community6

[W]e ended up going on the tour, and the thing that sparked the tour is we realized when we were going up that
sooner or later we would want to start working on an agreement. But I think there was the assumption that... quite
often through the process, we'd hear about holes in the ground, you know, "It's going to leave a big hole in the
ground.”™ And I think finally I remember saying, "Well, have you ever seen a hole in the ground like that, have you
been to Gibraltar, have you been to Endako?" Thinking, yeah, they’ve seen it. But no, they hadn’t, they’d never seen
an open pit.

Manager3

Table 6.19: Placer Dome and stakeholder engagement - Interview comments by manger and community

Terrane continued with a similar level of consultation with local stakeholders when they took over
the project in 2007. As the project progressed they expanded the stakeholder engagement strategy to
support permitting and other project activities (Table 6.20).

We did pretty regular open houses. We did certainly quarterly. Were out there, doing open houses in, kind of, all
four of the main communities. So, it would be Fort St. James, Mackenzie, Prince George and Vanderhoof.
Sometimes, it was more often than that.

Manager9

We did things that you didn't certainly have to do and we did things that were a little bit different. [’m not saying we
invented them or anything, but, you know, we did things to try to engage the communities around the Mt. Milligan
project in the project. We put a fair amount of effort in those development years. So, we understood what the project
was, and those local communities could understand. They understood what’s good, what’s bad. They understand
what their challenges are.

Manager4

Probably a good 50 percent of my job was stakeholder management. So, I met with the First Nations chiefs lots, |
knew the mayors really well in both communities. | spent a lot of time on just managing expectations and trying to
get them to understand what it was that we were actually doing up there.

Manager9

Table 6.20: Terrane and stakeholder engagement - Interview comments by managers

Encountering a more robust permitting process than their predecessors, it was essential Terrane build
community support for their project. To aid this process, Terrane established a multi-stakeholder
working group, the Community Sustainability Committee (CSC), in an attempt to gather the diverse
range of stakeholders in one forum (Table 6.21).
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And again, this is the liaison committee model that Placer set up at Equity almost 20 years ago. So, that was one of
the first projects in Canada, | think, actually to do that, with the idea to establish a group with representatives from
the community and First Nations that you meet regularly with. And so, that’s just, | see that as another tool, another
way of doing consultation. One of the main advantages of it, though, is that you have a group, and hopefully the
same people, but not necessarily, that will continue through the Environmental Assessment process, permitting, into
construction, operation and even into closure. And | get that the people will change, but, you have again, you have a
continuation, if you like, of involvement and you have a mechanism for getting information out.

Manager6

When | joined, the intention was that, that that committee would come under the auspices of corporate social
responsibility. But we, my philosophy around that is, it shouldn't be a company committee. It should be a committee
that looks at issues and the company should be a participant. So, rather than having the company at the center and all
the stakeholders are on the outside, | prefer that the issues at the center and put the stakeholders around the outside.
So that was the theory. The theory for the committee was that it was to look at regional sustainability and really how
the mine could make a contribution to post-mining certainty in the communities.

Manager10

Table 6.21: Mandate of the CSC — Interview comments by managers

The CSC was the centerpiece of Terrane's engagement strategy, and its conception was positively
reviewed by community interviewees. However, the diverse group of stakeholders and interests it
brought to the table had the potential to create tension (Table 6.22).

[t reflects really where Terrane was at, and the people that were there in their management, because as a group, as
that committee formed, we developed our own terms of reference. Agreed to them. And it was really, it was
supported and guided I guess, you know, they provided a skeleton framework, but the decisions were really made by
the members of the community, on the interests of the community.

Community5

But yeah, it was a new initiative and it was to... yeah, better inform communities during the construction period and
I think it’s supposed to continue throughout the operation. So it’s a good... I found it’s really informative in keeping
on top of where they were at, and, but it wasn’t a place that they wanted to address issues for like... for us, we didn’t
find it was addressing some of our issues.

Communityl
It was a forum for discussion and a forum that highlighted the tension and the competitiveness between the
communities. . . Some people on the Community Sustainability Committee were there because they had

environmental concerns. Other people were there because they wanted to see commercial advantage occur in their
community. Or you know, in one instance we had somebody who is on the committee for a short period of time who
was looking for opportunities for commercial advantage to occur to his business. So there were different motivations
for people to come on to the committee and those very seldom were, the motivation was rarely, | think, the primary
motivation was rarely regional sustainability.

Manager10

Table 6.22: Perceptions of the CSC - Interview comments by manager and community

When Thompson Creek took over Mt. Milligan in 2010, the CSC was a permanent fixture at the
project. The committee would be made mandatory throughout the life of the mine as a stipulation of
the Environmental Certificate. With a shift towards operation, stakeholder engagement strategy
would shift with it.

While almost all company interviewees expressed positivity regarding their stakeholder engagement
strategies, interviews with community leaders provided a more critical view (Table 6.23). These
interviews were especially insightful, as they were precisely the people proponents sought to bring
onside. The views of community leaders varied, some found the stakeholder engagement initiative
insincere, while others reported a change in attitude resulting from a transition.
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[Clompanies come to community members and they kind of pick them off and try to deal with the family or the
individuals and the band tries gives support to them. But there's so much industry coming and proposals coming to
the band that it’s hard to keep up with, and so I see there’s lots of 'divide and conquer.'

Community2

| definitely do not like the wine and dine aspect of when companies come in . . . It felt like we were being pitted
against Mackenzie, that communities were being played off each other. But, again, coming through that competitive
nature of communities, because you want to advantage your community . . . Me, | feel like we got wined and dined
big time with lots of promises, and those promises didn’t necessarily come to fruition.

Community4

But every company is going to be really positive and proactive and great when they’re going through their
environmental certification process. And it’s only when they actually start having to build the project, and do the
project that you’re going to see, | think, a more accurate nature about what the project is going to be like. When they
need you, they’ll be the best neighbors they can be, but when they no longer need your approval, why would they?
Commmunity3

Table 6.23: Community perception of engagement - Interview comments by community

Observers noted the transition between Terrane and Thompson Creek resulted in a shift in initial
stakeholder engagement strategy with the latter company. This could have been reflective of
Thompson Creek's previous experience as a mine operator, moving into a mine development role for
the first time (Table 6.24).

And 1 think that probably one of the unique things with Thompson Creek and Milligan was more the fact that they,
they didn’t have a lot of expertise within the company on the sustainability side, ‘cause they never really had to . . .
There was no corporate oversight on any of that, so, and they just kind of did it at the operations level and there
wasn’t any need to bring corporate into that. But when you’re starting up a new operation, you kind of need to have
that, that corporate help to go through it. Or you need to find, you need to have somebody to trust with building that
culture at the new operations. Whether that’s a corporate person or a project person, you’ve gotta figure that out . . .
And most companies now, whether they’re big or small, have some sort of sustainability piece to the company, where
Thompson Creek just really didn’t before. So they were kind of playing catch up for a good bit of time.

Manager9

Table 6.24: Prior experience of Thompson Creek - Interview comments by manager

6.4.2 Communication and Transparency

While related to stakeholder engagement strategy, communication and transparency were found
important enough to warrant their own sub-theme. This theme investigates the ways in which
companies maintained a flow of information to and from stakeholders.

As discussed in Section 2.3, regular and transparent communication is key to building trust with
stakeholders, and in turn gaining a Social License to Operate. Company respondents recognized the
value of open lines of communication between actors, and spoke to their efforts in keeping
stakeholders up to date on project progress (Table 6.25).

So we're pretty aware of all that, and our strategy was always transparency, and it was a big way we ran Terrane. We
just said. "Look, there's no locks on the filing cabinets here guys." Whenever we talked to First Nations, we just said,
"This is what we're up to, we want to listen to what your concerns are, we want to have a dialogue with you about
this because we want to develop this mine and we would like to have your support in getting that done."

Manager4

It became a very important, again that was something, if you are perceived to be transparent than this also to your
competitive advantage.
Manager3

It’s a matter of getting out there and continuously talking, and not just once, but you gotta go to where people want
to listen to you. It’s not just, "I’'m going to hold a forum tomorrow, everybody come."
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Manager5

I met with the mayors, the regional district folks, the chiefs and councils, you name it. We met on a regular basis. We
dispersed information through the paper. We certainly had a lot of information on our website. We provided regular
updates to the community at large. We spoke at conferences. We were just very open about how to connect with us
and that we spent a lot of time reaching out on a local basis.

Manager7

Table 6.25: Need for regular and transparent communication — Interview comments by managers

However, practical application of these principals is more nuanced. Varying corporate policies
around the sharing of information, plus the regulatory realities of publicly traded companies, make it
difficult for a proponent to be fully transparent. A proponent's primary role is to further their project,
and the risk of inflating expectations is genuine (Table 6.26).

We were sensitive to measuring the dynamic of promoting the project, as you have to do as a developer, and not
overselling, and so the initial response was, “Great, starting construction!” But no, wait, that pending financing
means nothing has changed the since the last time we talked. We’re still working very diligently, but until there’s
financing there's not the contracts and the jobs. So giving them a chance to interpret.

Manager8

But, I think that was one of the things I kind of come back to in the use this word, “transparency.” But we were also,
because it tied us to the relationship or this professional sort of relationship piece, as | said, "Look, I can’t..." As |
would often tell it to people, "Look this kind of mine is going to cost a billion dollars to build. T don’t have a billion
dollars. Don’t misrepresent me here. I don’t have a billion dollars to build it. I’'m going to have to find that money,
there are ways | can find that money. One of the ways | may do it is by selling the project or another joint venture or
some other company is going to become heavily involved.” And | said, "Look, that is going to be potentially part of
the future.” So | think we were always open about it, and clear and transparent about it.

Manager4

[T]t’s very difficult sometimes for these communities. You go there and say you’re going to build a mine and then a
year later nothing has happened. They’ll go, “What’s going on?" And we’d say, “Wow look, here’s what we're
doing.” We were trying to always fill and keep them informed, and keep them filled in. “Here’s the challenges we’re
working on now and this is what we got to solve, and these are the things we have to fix.” So we did a lot of that with
the local community and we established a community liaison council's sort of thing where we did that.

Manager6

Table 6.26: Managing expectations - Interview comments by managers

The community interviewees reported a variety of experiences in this sub-node. They recalled
transparency throughout the mine development period, and reported positively on work of the CSC
to encourage communication (See Section 6.4.1). Community respondents did question traditional
communication strategies, and noted a lack of adaptation to the local context (Table 6.27)

I think, you know, it has been, honestly, an open and transparent process. But, of course, this is the first time that any
of us have gone through this sort of model.
Community5

They would buy advertisements in the local newspaper. | think they had some public open houses? Although I can’t
remember, there’s been so many projects come through since that time.
Community3

I mean, and now you have large industry operating in small town Northern BC. We understand how the communities
work. And I don’t know if large industry really understands that with very minimal effort that communication, you
know, constant heads up kind of communication makes, a world of difference. Because you have ambassadors who
get out there and everybody knows each other, and the message gets around town really fast, right? So, yeah, | guess
that’s a, a good point for large industry to use as a tool. Because as you’re making changes, if you use, if you use a
network well, it can make, you know, a big difference for public perception and stuff like that.

Community5

Table 6.27: Community perception of communication strategy - Interview comments by community
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Multiple respondents also reported differences in quality of communication and transparency
between the Terrane and Thompson Creek (Table 6.28). Some attributed this to project stage, while
others noted a different operations style altogether.

So, kind of a lower profile. I guess Thompson Creek probably communicates directly to the community less than
Terrane has done. Not really sure why.
Community5

So, and probably the biggest change that | heard a lot from the communities, and it’s certainly something that I
struggled with, was that Thompson Creek was much more protective of information. | guess that’s probably the best
way to put it. They didn’t like to share what was going on up there with people.

Manager9

They (Thompson Creek) closed the local office. But it does feel like a lot of their efforts presently to get the word
out, they’re trying to do through people like myself and others who are involved, but not on the project. So we
become the communication lines, because who’s the local face? You don’t have one.

Community3

And when you’re in a small community, regardless of technology, there’s still that face to face thing that happens.
And this is a big US company, it’s not like it’s someone you can drag to Prince George and talk to. And that was a
frustration in the past. “Well, who do I talk to if I want to ask questions?” Because no one’s at the office. Or, “I went
to the office and they told me, I have to apply online.” Or, I mean, if you’re in municipal politics or in the know or
whatever, you kind of know who to reach out to. But for Joe Public, that’s not necessarily the case.

Community4

Well we continued the things that Terrane had done, but in addition, well 1 think we formalized a few things. So
Terrane, | think, had come on and done briefings with mayor and councils but they hadn’t done it in a systematic
way. So with Mackenzie and Fort St. James we formalized that. So we went twice a year to council, made the official
application, went to council, publicized it so committee members could come if they wanted to. We started a
monthly column that ran in the newspapers that served the communities to provide updates on the project. We just
thought that would be a good way to reach people who maybe wouldn’t come out.

Manager10

I’d say, sort of the concept of transparency, that was probably the main, that would probably be the main thing that
really, it was a shift from . . . Whether it’s a just a corporate thing within Thompson Creek or whether, it might be a
Canadian or American thing. I mean, it’s like, kind of, kind of, the American culture of the litigious society, just
makes it difficult to be transparent. That was kind of part of it certainly. When you don’t have that transparency and
you’re used to having that.

Manager9

Table 6.28: Communication different with Thompson Creek - Interview comments by managers and community

All respondents spoke to the need for consistent and transparent communication throughout at all
points in the project life-cycle. By keeping open communication lines open, misunderstandings and
conflict can be avoided. Miscommunication around something as simple as the project name can
lead to tension (Table 6.29).

Not a lot of people really knew where it was. | mean, you had to really explain to people where it even was. And it
was eight kilometers away from Mt. Milligan itself. So, | mean, there was a conception in the community, and |
remember seeing a poster of — someone drawing up a picture at some point, of us blowing the top off of Mt.
Milligan. And that’s, we were not actually near the mountain itself. The mountain itself was 8 kilometers away. It
just happened to get that name at some point. So, we actually talked about changing the name because the confusion
that that created. But we thought that would probably create more confusion if we changed the name.

Manager9

There was always... There was a perception of this, the mine actually being built on the mountain, on Shad Mountain
as opposed to... and so that’s become important too, that some of the First Nation realize that it isn’t built on the
mountain. So that helped a little bit. I'm not going to speak directly to First Nations being comfortable with
everything, but as I understand their not... there was some... sort of understanding or better understanding once
people realize that it wasn’t being built on the mountain. But that goes back to what how information was conveyed,
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vs. reality of the information.
Community4

Table 6.29: Potential for misunderstandings - Interview comments by manager and community

6.4.3 Legislation and Regulation

This sub-theme reviews the role that legislation and regulation played in the evolution of corporate-
stakeholder relationships at the Mt. Milligan project. The regulatory aspects of the project,
specifically Impact Assessment, influenced community perceptions of the project. Stipulations put in
place as a result of Environmental Assessment live on with the project, and thus are carried over to
any operator that takes over the mine.

Placer Dome obtained an environmental certificate for Mt. Milligan in 1991, but the certificate
lapsed several years after the company failed to move the project into operation. Company
interviewees from that era noted the regulatory process was more straightforward to navigate then
than in later years (Table 6.30).

In retrospect, when I look back at that point of time, it was sure easier then than now. Now, it almost, in my point of
view, it takes so long trying to get through and it’s so frustrating. And at that time we didn’t think it was easy, but
you used to have rules and there were reasonable timelines, you know. You could expect that if you got started into
the EA process itself — there was still some preliminary steps — once you started the process, you had your open
houses, you are pretty sure that if you were doing everything properly and honorably etc. etc. you could be pretty
sure that in 2 1/2 to 3 years are going to get your EA. No longer.

Manager3

Table 6.30: Shift in EA timelines - Interview comments by manager

After Terrane took over, they would have to restart the permitting process, including a new
Environmental Assessment. As discussed in section 2.5.1, understanding and planning for the
impacts of major projects in British Columbia, including mining development, is legislated though
the Environmental Assessment Act. The Act defines EA as "a legal means to ensure the potential for
adverse environmental, social, economic and health effect, or potentially adverse effects on
Aboriginal people and local communities are considered before the project gets an approval” (BC
EAO, 2014).

Due to its size and potential impacts, Mt. Milligan also triggered federal legislation on environmental
assessment. In order to streamline the assessments, the provincial and federal governments initiated a
harmonized assessment process, allowing the proponent to submit one set of application materials
that meets both provincial and federal requirements, and receive a separate decision from each
agency. Mt. Milligan was one of the first projects to utilize the harmonized process.

Both company and community interviewees noted challenges with the regulatory process. Company
respondents, especially, spoke to the challenges with the timing and bureaucracy of the process
(Table 6.31).

Well, as anybody will tell you, to get mine approved BC is a daunting challenge. At the time, we knew we had to do
a BC process and the Canadian Environmental Assessment process and that was really unfortunate because it drags .
.. So there was a lot of repetitive of questions asked, and despite the fact that they were repetitive you can’t just say,
"Well we answered that in the previous one." You actually have to address it fully, which not only requires a lot
more work by the proponent, in this case Terrane Metals, but also requires a level of consultation and engagement
with both area First Nations as well as the communities.

Manager7
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I mean, it’s a huge process. It’s like four years to get through it. And that’s really, that's just the actual formal
process. There was, we had 20 years of data behind us that were reviewed to get us through. So, its, yeah, | would
say, it was an interesting learning experience for me personally when you see what it is to actually go through and do
what you need to do to get the permits.

Manager9

Table 6.31: Challenges with the EA process - Interview comments by managers

Community respondents spoke to the challenges with navigating the EA process. Unlike proponents,
communities lack both expertise in evaluating regulatory submission, and the resources to fully
evaluate EA documents (Table 6.32). Municipalities particularly, receive no funding or assistance to
evaluate EAs for projects near their communities.

[T]he process itself was challenging relationship wise, in large part because the company has given as long as they
need to prepare their application, right. They could take two years to prepare what they want. It’s dense. It’s really
thick. For our community we had about 30 days to respond and everyone is already super busy, flat out. We don’t
have a lot of time or resources to be able to put into working on EA certificates.

Community3

The current Environmental Assessment process doesn't give municipalities any resources to help navigate it. And
municipalities have no recourse if issues come up later.
Community8

Well, one thing we’ve learned with the provincial and federal government, especially the federal government, they
agreed to minimize the environmental safety process, to make it from one to two years to one year or something or...
the process, to quicken it. That bothers us, because if you know the capacity of ourselves as a band, our land referral
office or land management and all that, now we’re under the gun even more. But the timeline of these companies, the
time thing, it isn't flexible.

Community7

Table 6.32: Challenges with EA process - Interview comments by community

In addition to capacity, some community interviewees voiced dissatisfaction with the whole EA
process, noting they felt it was both poorly designed and did not meet the needs of their community
(Table 6.33).

So, I always find with that EA process, it’s a cookie cutter process. "This is what we’re going to study. This is how
we’re going to study it." They look at fish, this period, but what about the whole year of the fish, that fish are all
different. And they said, “Oh, we didn’t see animals at this time.” No tracks when they went out tracking, and our
hunters said, “Well, you’re not going to see tracks because the snow is too deep. You don’t go tracking then because
animals aren’t out as the snow is too deep." "We didn’t see any amphibians in March." Well you don’t see
amphibians in March here because there’s still lots of snow. And they looked at grizzly bears instead of black bears,
because that’s what they look at — grizzly bears everywhere else. But we have a lot of black bears, and there is no
report on black bears. "We didn’t see any butterflies in April." Because it’s too cold for butterflies here in April. So
they just take what they do everywhere else and they plop it and say, "This is what we’re going to do here." Rather
than being specific to this area.

Community?2

Well, with Mt. Milligan, I think we ended up not being involved. The band council chose to not be involved in the
EA process because it was flawed, and it is still flawed. Not having to deal with aboriginal rights and title at that
level or even at a higher level; the government hasn’t included them in any of the review processes or EA review
process of projects.

Communityl

Table 6.33: Dissatisfaction with EA process - Interview comments by community

It appears the execution of an EA is challenging for both proponents and their stakeholders. It is both
a time consuming process, and one that leaves all parties unhappy. The challenges don't stop once
the EA is approved, either. Once an EA is approved, conditions of the subsequent EA Certificate live
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with the project throughout the life-cycle (Table 6.34). A proponent can apply for an amendment to
the EA — as Thompson Creek did to move Mt. Milligan's load-out facility and shift to a camp
operation — but otherwise commitments are transferred to the new operator in the event of a
corporate transition.

You’re very conscious of the commitments you’re making early on in the process, that you’re just not making them
to get the EA. And it’s the challenge of having a company that’s not necessarily gonna operate to do the permitting.
So, it is, sometimes you just do whatever it takes to get permitted and deal with it, kind of afterwards. And certainly,
that wasn’t the case with Terrane.

Manager9

That the EA’s had been worked through and been approved and Thompson Creek needed to commit to carrying on
the project in light of the regulatory commitments have been made. Both on the Environmental Assessment side as
well as more on the true operational side.

Manager7

There was a table of commitments of course for the environmental certificate, and so that was one of the things that
guided a lot of the action, was taking a look at the table of commitments and making sure that the, for want of a
better term, the infrastructure was in place to support delivering on those commitments.

Manager10

There were commitments around some of the, things like monitoring, water monitoring, things like that. But also,
some of the bigger ones, like, the one that they are still struggling with now, was that it is actually written in the EA
that people would be bussed from the communities into the site. And even when they went for their amendment, to
allow that the camp on the site, they still ended up with that in there.

Manager9

Table 6.34: Commitments in EA certificates - Interview comments by managers

6.4.4 Impacts and Benefits

Impacts and benefits are an important factor of any industrial development. This sub-theme explores
how impacts of Mt. Milligan were balanced by benefits from the project. Perceptions of both
expected and actual impacts and benefits (to date) were reviewed, and compared to expectations that
were developed early in the mine development process.

Community and company interviewees had a wide range of experiences related to this node.
Company respondents looked at the significant economic impact the project had on the region, and
the relatively minor environmental impact the modern mine design provided (Table 6.35). Terrane's
eventual design of the mine anticipated stakeholders concerns, and later won awards for excellence
in mine design (AMEBC, 2015).

Mt. Milligan is a big project. Does it have environmental impact? Yes. What are those impacts? How were they
mitigated? How significant they are? We thought we did a pretty good job of designing this site to minimize
environmental impact, and that was not just an accident. We took the view, right from the start, that let's imagine
what this place looks like closed. And we work backwards.

Manager4

The whole footprint of Milligan is designed around that, having a very small footprint that closes easily that you can
actually work with. And that caused a lot of traction through the whole permitting process and really was very easy
to sell in that way, but also worked well operationally.

Manager9

And really that thinking was because we looked at it, let's imagine what this place looks like closed and then let’s
work backwards to where we are today. And we managed to kind of build that into the design so there are no waste
dumps. Now part of the reason is strip ratios are relatively low so there are no legacy waste dumps. All of the waste
rock either goes into the tailings facility, either into the dam or inside the facility itself. So all of the waste rock is
contained in one man-made structure. The pits are left to become lakes afterwards, so there’s no backfilling of pits,
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and we think that's a good solution. And it will take some time, of course, they fill very slowly but they will become
lakes there.
Manager4

It’s what's the right way to do it. You know, the response to stakeholder concerns, we definitely went out with it,
looked at it, we would get feedback on the design. There are things like where the power line went, to minimize the
visibility from people in the local parks. The feedback from the neighbors on what they did or didn’t want in terms
of traffic. There was that. But if | was to say | have a memory of that having a huge change in the design concepts,
I’1l probably say no. You know, it really came down with the right way to do it.

Manager5

Table 6.35: Modern design of Mt. Milligan - Interview comments by managers

However, they also spoke to the challenges with managing expectations in the community, and
addressing the varied interests held by the diverse range of communities and stakeholders around Mt.
Milligan. The region's poor economic climate at the time of mine development had an impact on
stakeholder perception of the project (Table 6.36).

There was a heightened interest by communities and First Nations and everybody in general about improving the
employment picture for that region of the province. Virtually every sawmill between Mackenzie and Fort St. James
had shut down due to market conditions. And you know we were continually challenged, “Are you going to hire
local? Are you going to get as many jobs locally as possible?” There was definitely a pull between Fort St. James
and Mackenzie on who would get the most benefit and it was very challenging to try and manage that at times. You
had two very strong mayors, they were advocating effectively for their communities and you had to maintain balance
on that.

Manager7

In the case of Milligan, the jobs were very big. At that time Mackenzie was quite depressed, and Fort St James
certainly needed more economic benefits. So, | think, there was probably a little more interest in the economic
benefit side, but the environment certainly wasn’t ignored by any stretch by the communities and definitely not by
the First Nations.

Manager6

Table 6.36: Economic climate of the mine region - Interview comments by managers

Some community interviewees were conflicted about the project. Most felt that project impacts, to
this point, had been well managed. However, they expressed uncertainty about future impacts, and
were concerned about striking a balance between opening the community up to negative social and
environmental impacts, and bringing economic benefit (Table 6.37).

Terrane wanted to be as environmentally conscious as possible. Terrane also talked about the fact that the footprint
was going to be much smaller and to the benefit of them. Thompson Creek, same thing. I can’t remember what the
total square footage is for the whole mine, but it’s quite small in comparison to what it could have been, if it had
been developed in the ‘90s.

Community4

Yeabh, I think it did to some part but I think when you say, ”Jobs and money, jobs and money,” we’re a big logging
town where we were losing sawmills and workers and companies were shutting down, that kind of overshadowed the
history that we dealt with, because we had Pinchi Lake Mine, right, the mercury mine here. And so, they, | think they
forgot about it. There was some people that still had it, but it wasn’t as big as the people that wanted that mine here,
for jobs and money for the town.

Community?2

[H]earing about all the buzz that was going on when the mine was... the community went through, “Oh there’s going
to be a mine, there’s not going to be a mine, there’s still going to be a mine, there’s not going to be mine.” So, when
they got more serious there was all these buzz going around the community. And | just started hearing different
things — people renovating places, putting their rent up, people not being able to afford with the rent and going,
leaving, being kicked out of their places, and even the drug dealers coming in to claim stake on the area because their
money is going to be coming and [the mine] wasn’t even approved.
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Community2

Well, someday there, our children that are going to be looking after the land, and they want things to look after, they
want animals to look after, they want to eat the animals that live there. And at the same time too, you know, like, you
want infrastructures for a community. You want, you want to build offices and buildings there where your children
can work out of. You have to look far into the future all the time and try to make sure there is a safe balance there.
Community6

So, the community, because of the downturn, started already getting educated around mining, and interestingly
enough, it provided people with the opportunity to develop the skill sets to be able to come back to Mackenzie and
work for the mine, which worked out really well.

Community5

Table 6.37: Concern about impacts - Interview comments by community

Social and health impacts of mine development on communities can be difficult for companies to
address directly, because much of the impact takes place off their work site and they have limited
ability to influence activity in the community. Therefore, collaboration with local community leaders
and service providers is necessary to mitigate these impacts. At Mt. Milligan, the establishment of a
Social Effects Monitoring Committee was a requirement of the EA certificate. The committee was
newly established when this research was carried out, and outcomes from this initiative did not come
up in interviews.

Community benefits were also discussed, with many community respondents feeling they had not
experienced the type of benefits alluded to by the proponent in the project's early stages (Table 6.38).
However, they also expressed understanding that tempered their unease. The challenging market
conditions facing the mine, the current position early in the mine life, and a recognition that some
may have let their own anticipation get the better of them, all contributed to a feeling that a shortage
of benefit to the community is unfortunate, but not acrimonious.

[T]here was a lot of expectation at that time, and I’'m not too sure why the community felt that projected benefits
were promises, and maybe it’s just a lack of knowledge and experience around EA certificates. But when a company
makes a proposal, they project what the economic benefits and social economic benefits might be for community, but
those aren’t guarantees.

Community3

The mine has benefited the community for sure, but not to the lengths professed. It created some friction for sure.
The company suggested benefits, they were stated in good faith, and the community acted in good faith.
Community8

So | think that the community is still just adjusting to this idea that the things that were promoted as going to be
benefits for the community, they weren’t realized. It’s not a broken promise, it was our false expectation and also
probably the company making that an expectation.

Community3

We see other big corporations in other communities making big financial contributions. They are contributing and
sharing benefits. I'd like to see them make a donation for the community center or some other projects that would
contribute to their legacy in the community.

Community8

We need that critical mass of people, and so, having, you know, when they made the decision to go to camp based
jobs, and put in a really nice hotel, the challenge was the road transportation, getting there, you know. It's just on the
cusp of making sense as a drive in access camp, right? Instead of an overnight one. You know, and that’s the reality
of what it was. Community members, you know, perceived; | just heard it the other day you know, "They lied to us."
It was like, "Uh, T was there. They didn’t lie. They tried to do their very best, but at the end of the day, it’s a
business, and it is just 30 minutes on the cusp of being different, right?" But that ability of being able to house people
in Fort St. James or Mackenzie would’ve obviously created a much stronger benefit.

Community5

Table 6.38: Perception of benefits - Interview comments by community
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Company respondents also spoke to challenges around meeting community expectations once Mt.
Milligan began operating (Table 6.39). Operational and financial factors mean the realities of the
operating mine are different than projected in the planning stages.

So I’m a big believer in under promising and over delivering versus the other way around. And from a planning
perspective, | think this is sometimes challenging, because as these projects move to the approval process it is natural
that companies want to earn community support, and | think sometimes they inadvertently often create expectations
on the part of the communities. That when you're actually moving into construction and production to fulfill those
can sometimes be challenging.

Manager10

During the construction phase, people were concerned with money and contracts. During the operations phase there
is less of this type of activity, things are more stable. It is more challenging for the community to see the benefits.
Managerl11l

There were promises made by the previous operator. They didn't overpromise, but, when you're looking at these
things from an operational perspective it is difficult to match what was proposed in the design stage. We're trying
hard to make it work, and it is difficult, but many people on the sustainability committee understand the challenges
the company is facing and that it is trying.

Managerl11l

Table 6.39: Challenge in fulfilling expectations - Interview comments by managers

Some benefits to stakeholders were formalized, particularly with First Nations. Placer Dome had
basic agreements in place with First Nations in the area in the 1990s, but these agreements lapsed
after Placer Dome shelved the project. An IBA with McLeod Lake Indian Band was signed in 2010,
and Thompson Creek is currently in IBA negotiations with Nak'azdli. Revenue sharing agreements —
or ECDAs — were also signed between the provincial government and McLeod Lake and Nak'azdli in
2010 and 2012, respectively. While these agreements are symbolic and important partnerships
between the mining company, community, and province, tangible benefit, as seen by First Nations,
varies. The construction stage saw a flurry of commercial activity, but the revenue and royalty
sharing during mine operations is highly dependent on external factors (Table 6.40).

[It takes courage to have on our territory and it’s going to be over a long term, long time. So this is our first
experience with something this big and we're kind of at the management stage of it now, where they have been going
for about 2, 3 years now that they’ve been actually in operation, passed the construction stage. So the construction
stage gave some of our companies some work, so that was helpful in that piece. Since then we do have royalties
coming from there. Not a lot. Again, what we’re finding at McLeod Lake is, getting into a project like this, it
becomes so much about what the market is doing and stocks and stuff.

Community7

Table 6.40: Direct benefits to First Nations - Interview comments by community

Municipalities do not receive formalized benefits in the same way as First Nations communities (See
Section 2.6.1), but instead rely on spin-off economic activity such as contracting opportunities and
attracting new residents who contribute tax revenue to municipal coffers. Community interviewees
noted this resulted in reduced economic impact post-construction.

In addition to regulation by the federal and provincial governments, voluntary industry standards
such as MABC's TSM or PDAC's e3 Plus (See Section 2.7.1) could also have been employed by one
or more of the proponents. Voluntary standards were not employed officially at Mt. Milligan, but
managers were aware of them and some of their content was applied when developing company
policies (Table 6.41).
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They were on the radar, but we didn’t adopt them because we didn't know where all this would end up. All those
things were too far off in front of us to capture and bring in as a junior. There weren’t any particular reasons for
avoiding it other than the fact that while we knew at some point there are chances for development by us, but it was
going to be challenging for us to raise enough money to go forward, and we want to maintain as much of that
corporate flexibility for a future suitor of ours to move forward with whatever system they may want to do. And
TSM at that point in time was more in its formation stage. It was being deployed by a number of member companies
but it wasn't as prevalent in BC as it is now.

Manager7

Table 6.41: Adopting voluntary standards - Interview comments by manager

6.5 REFLECTION AND PROGRESSION

The third and final theme encompasses the reflections of interviewees on company-community
relationships at Mt. Milligan, and specifically their thoughts on corporate transitions at this project.
The interviewees address what worked and did not work during their involvement in the project,
what could be done differently, and what outcomes may be transferable to other projects.

Table 6.42 and Figure 6.7 present the top 25 terms by word frequency of the coded interview data in
the "Reflection and Progression” node.

Word Length (letters) Count Weighted Percentage (%)
People 6 175 1.98
Project 7 102 1.15
Time 4 99 1.12
Community 9 86 0.97
Communities 11 75 0.85
Mine 4 74 0.84
Company 7 67 0.76
Work 4 60 0.68
Need 4 56 0.63
Key 3 46 0.52
Make 4 42 0.47
Construction 12 41 0.46
Piece 5 37 0.42
Years 5 37 0.42
Little 6 36 0.41
Involved 8 35 0.40
Certainly 9 34 0.38
Challenges 10 34 0.38
Working 7 34 0.38
Companies 9 33 0.37
Quite 5 33 0.37
Terms 5 33 0.37
Actually 8 32 0.36
Learned 7 31 0.35
Local 5 31 0.35

Table 6.42: "Reflection and Progression™ Top 25 words by frequency
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Again, the word frequency table and word cloud look similar to those of the previous two themes.
The language used by interviewees is consistent across topics. But again, the context for this theme
shifts (See Figure 6.8), and looks at how actors are looking back and reflecting on their work at Mt.
Milligan. To capture this thinking, this theme was broken out into three sub-themes: planning for the
future, key challenges for transitions, and lessons learned. These sub-themes are presented in the
next section. The context of each sub-theme is explained in relation to the case study and illustrated
with interview quotes.

6.5.1 Planning for the Future

The "Planning for the Future” sub-theme looks at how the various actors involved in Mt. Milligan
looked ahead at how the project would evolve, and especially if and/or how they would anticipate
major changes such as corporate transitions. With the benefit of hindsight it is possible to appreciate
which actors anticipated these changes, and how their work positioned them to navigate the
transition with minimal disruption.

Familiarity with the mining industry was a strong factor in this sub-theme. As discussed in Section 3,
British Columbia's mining and mineral exploration industry is largely built on a transactional
business model. Smaller junior companies — like Terrane Metals — typically identify attractive
mineral tenures, add value through exploration and/or development, and then sell the property (or
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interest in the property) to a larger miner who has the financial and technical capacity to move the
project into operation.

Even for larger miners like Placer Dome or Thompson Creek, developing a project is not a sure
thing. Market and operational conditions can turn an attractive property into a marginal one in a
short period of time. Placer Dome took over Mt. Milligan in 1990 ready to build a new gold mine,
but by 1992 Placer could not make the economics work. Managers had to explain to stakeholders
what had gone wrong (Table 6.43).

So, you know, we first did the acquisition and the whole concept of it was immediately go on to build. I mean we
were at the point where we had placed orders for the mills already. So it’s all the equipment orders and everything
were placed . . . You know, team on the social side at that point started engagement . . . You know, on the
construction side or on the feasibility side we just moved straight into a feasibility study and paralleled a lot of the
site activities right away. But, by the time the feasibility study was done, the economics weren’t as good as people
hoped.

Manager5

And that one hurt, because we were just a few words away from getting the agreement with Nak’azdli. I wasn’t
overly concerned about McLeod Lake as | knew we could get that one. We were just that far away when the project
was shelved again because of metal prices.

Manager3

Well, went back for concluding First Nation meetings, and I remember the Nak’azdli one very well. I explained to
them what had happened, that it was a great shock to me personally, and | thought an embarrassment to the company.
And a significant financial loss to the company, as the whole project ended up being written off. We took a write
down. And | remember, I think it was one of the comments, it was probably Leonard Thomas, who said, “When you
come back, we'll still be here.” Those were the parting words.

Manager2

Table 6.43: Placer Dome's write down - Interview comments by mangers

In addition to hurting their bottom line, Placer Dome's inability to put the project into production
also impacted the communities' perception of the mining projects. When Terrane took over, there
was a risk the community would respond negatively to the project due to their prior experience.
However, as the project gained momentum, so did stakeholder anticipation (Table 6.44).

And Placer Dome actually owned the Milligan property at that point, and they were a micro millimeter away from
apparently going forward with the project in 1990, as | understand it, and then . . . the metal prices took a big dip so
that postponed everything. | remember reference to marginal property value at that point too. So, for them to
mothball wasn't going to be any big issue, but when you hype community and they come and wine and dine you, so
to speak, and then get deflated... that’s very difficult for a community.

Community4

Yeah, like somebody building their restaurant on that road because they thought they were going to get big business
when Placer Dome came in, then they ended up not having a restaurant anymore because it didn’t service a lot of
people. So people were kind of hesitant too. But | think this, as it moved forward, people were thinking this has gone
a lot further than Placer Dome, so they started taking it more seriously.

Community?2

It was, people just thought that it was a bit of a joke because it has been tried before and it never happened. So, it’s
kind of like, "Yeah, I’ll believe it when I see it." And you would hear that a lot.
Community5

Table 6.44: Early community perception of the project - Interview comments by community

Terrane Metals' management team was able to position the project well for the technical transition
into operation. Even though they were a junior, with a reasonable expectation that they may not be
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able to finance, build, and operate the mine, Terrane boasted a team that had extensive experience
doing just that (Table 6.44).

So that was a key part of our success, | think looking back, is that we weren’t just seen as a group that was trying to
take advantage of an asset, market speculation, try the value up and sell it, right. I mean we were actually trying to
really do this in serious mind and developed mind. We had full visions, as | would tell people.

Manager4

I would say that there was definitely, that was the, certainly the approach that we took all the way through. We
wanted to operate this and we worked the feasibility study and really everything around progressing the project
forward as if we were gonna do it ourselves. So, that’s the right way to do it. I mean, I can’t imagine any other way
to do it.

Manager9

I think, having that sort of background and knowledge and the objective to actually build the thing, I think really
does help. Cause sometimes, you get junior companies that maybe only, people have been involved only in
exploration or whatever. They take the project to a certain stage, but they really don’t have an understanding as to
what it takes to get it into operation and what it is to actually operate a mine.

Manager6

We see that lots of times, wherein an exploration company that’s trying to move the project forward, but doesn’t
necessarily have people that understand the development and the kind of production stages of the mine itself.
They've worked in exploration their entire careers. So that’s more where you could end up with the people that are
just trying to move it through a process, to flip it. They just don’t have the right skillset in there. We had a whole
bunch of people in the company that built and operated in mines all over the world.

Manager9

Well the intent was always for Terrane to operate the mine. We always wanted to build and operate the mine.
However, that is extremely challenging,
Manager7

Table 6.45: Terrane built for success - Interview comments by managers

The challenge of taking the mine to production proved to be unfeasible for the junior company. It
would have been difficult for a small company to finance the project at any time, but financing was
particularly scarce in the midst of an industry downturn on the heels of the 2008 global financial
crisis. Terrane's senior management was forced to explore a wide range of financing options,
including selling the project (Table 6.46). With their Endako molybdenum mine already operating in
the region, Thompson Creek soon took note of Mt. Milligan's potential to diversify their holdings.

Well, you know we raised the hundred million dollars and we started moving through that time period and we kept
going just as if we were well on our way to build it. Now we did have plan A, B, C, D, E and F in the back pocket, so
to speak . . . So we carried on doing what we said we were going to do, at the same time looking for financing
options.

Manager5

Look, selling the company to Thompson Creek wasn’t the first choice, but it became clear that that was the way we
were going to get to finance it. So that was the motivation, it was kind of, a bit of way to get it done.
Manager4

We just kind of got to a point, you know what, this just gonna, it’s not the best thing for the shareholder for us to try
to continue to do this. So, that’s when we, kind of started the, started the process basically and Thompson Creek
came along fairly quickly after that.

Manager9

It was a tough one, actually, because you invest so much personal time and effort into that, and then you kind of walk
away from it. So it’s a bit of a tough thing to deal with, when you go through those. At the same time that’s the
business model, so at some point you say grow up, get over it, be professional, do your job.

Manager5

It was always a big ask for us to raise a billion dollars, to build that project ourselves. | mean, really, that would have
been a big bite for a company our size, pretty much no matter what. But, there are companies who have done it. So,
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it is possible. But it's, yeah, it has to be there, yeah, all the stars have to align for that to happen.
Manager9

Table 6.46: Terrane's decision to sell - Interview comments by managers

Most community respondents did not have the benefit of prior experience with the mining industry.
While they were knowledgeable about industry and business in general, mining was an unknown,
and the sale of Mt. Milligan took some by surprise (Table 6.47).

| didn’t think they were going to sell it, I thought they were going to be the ones out running the company, but now
looking back, like, I didn’t realize that is not how the whole industry works. Junior companies come in and they do
the legwork and they sell it off. They don’t do mines, they don’t build mines. They do the legwork and then they sell
it off. They’re in the business of making money; they’re not in the business of actually doing the mine.

Community2

| think there was probably some speculation. | wasn’t surprised, but I was surprised, but then I’m not a mining
expert. So, this sounds like when you’re looking at how companies merge and turn over, that is probably quite
common to the mining industry.

Community4

You know it wasn’t really difficult for me per se because I’'m in mining. | think that is probably a different
experience for other people that aren’t connected that way to the industry.
Community5

Table 6.47: Reaction to sale - Interview comments by community

6.5.2 Key Challenges for Transitions

This sub-theme analyses the challenges that interviewees reported as impacting transitions the most.
Responses from interviewees varied throughout this sub-theme, but trends emerged from both
company and community respondents.

Company interviewees spoke to challenges with ensuring stakeholders maintained realistic
expectations; an especially challenging task if expectations were influenced by a previous operator.
Indeed, changing market conditions throughout the project's start-up period were trying for the
proponent, and may not have been fully appreciated by all stakeholders (Table 6.48).

Look when we started the project, the capital budget on the project was $950 Million and the market capital of the
company was $1.5 Billion. When we finished the project, the capital cost on Mt. Milligan was $1.6 Billion and the
market capitalization on the company was around $400 Million. And of course during construction you’re not
generating any revenue, it’s just a cash burn. So very difficult to manage community expectations around that, "Why
aren’t you doing more for us?"

Manager10

Table 6.48: Construction costs - Interview comments by manager

Similarly, stakeholders become used to one style of operation, so the relationship with a new
operator can be uncomfortable simply by being different, rather than any blatant decline in sincerity.
Specifically at Mt. Milligan, the transition from successive companies with deep roots in British
Columbia, to one that had limited experience developing greenfields projects in the province (Table
6.49), may have unintentionally created tension through lack of understanding.

Look there are CSR issues that need to be paid attention to in BC that are unique to that area. It took a while for the
company to learn the lay of the land there, to get to know stakeholders' individual perceptions and goals. There are
some things where the communities work well together on, but with other things they are very competitive.
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Manager11 |

Table 6.49: CSR challenges in British Columbia - Interview comments by manger

Transitions in ownership are often accompanied by transitions in project stage, which can be as, or
more, disruptive. At Mt. Milligan, the transition from Terrane to Thompson Creek was accompanied
by the transition from late-stage exploration and permitting to construction (Table 6.50).

I’ve always thought that the transition periods when mine goes from various phases, when they go from exploration
to development, it’s not quite as critical, but when you go from development to construction, construction to
operation, and operation to closure, those transition points quite commonly cause a lot of difficulties. And it because
quite often, the people that are involved in, say, the development of the design of the project are not necessarily the
people that were involved in construction. And the people that were involved in the construction are not involved in
the operation. I’ve seen, just so often, that those are the times where the information and knowledge doesn’t get
transferred very well over to that next group of people. And so, it’s so important to get those things documented. But
document it in a way that people can actually use them.

Manager6

I think that things do get frayed during construction just because you end up bringing in a lot of large contractors.
And maybe the local guys don’t get as many jobs as they would like, and you generate some animosity within the
community because of that. There was some of that going on. I think a lot of it was that there wasn’t a strong
understanding within the company of what it was to operate a new mine in North America. A lot of the construction
guys coming in were coming from third world projects. They’d built multiple mines before, but mostly they’d built
mines in the third world, which is very, very different from what we were trying to do up there. And I think there
wasn’t an appreciation for the amount of time and effort that it took to actually manage those relationships.

Manager9

I mean, absolutely construction is somewhat chaotic. The way construction people tend to be rewarded, remunerated
— quality/budget/schedule. You get these guys who go from project to project around the world and they don’t really
care where they are. They have a job, they've got bonuses tied to milestones, and so it could be the Atacama desert,
could be in Fiji, could be in Australia, you know. "The community is just externalities and the permitting are just
hindrances that some other people manage, and just tell us what we can do, what we can’t do, and we’ll just go
execute." That’s kind of a stereotype, a negative stereotype, and isn’t representative of all contracting people, but
construction people, they come and they go and they don't live with the operation. So they’re just less invested in the
ongoing relationships.

Manager8

And that’s a large part of why construction projects struggle with that relationship with the community. Cause |
mean, inevitably you’re gonna end up with the guys who go into town and wreck a bar or hotel or whatever, just do
something stupid like that. And that happened a number of times in both Mackenzie and Fort St. James and Prince
George. So, there was a lot of social challenges around that. And then the perception of that then goes back into the
community and is not positive. So how you manage that is a difficult thing for sure.

Manager9

Table 6.50: The challenge of the construction phase - Interview comments by managers

For communities, respondents reported inexperience and capacity factors as key challenges (Table
6.51).

Yeah, that’s something that we have to do. We’re trying to work on getting more people that are trained in different
areas and understanding different areas. But yeah, that’s a big. One of the big things is all these companies have all
of this money and all of these resources that they can use, but we really had to get help. And that’s not just our
community, but everybody has to deal with it, right? It is understanding the language, understanding the science,
understanding the law. There’s so many different things that you have to be involved with. When you think you’re
getting ahead in one area there’s something else that comes up in another area, and it’s so overwhelming for the
communities.

Community?2

With a big project like this we do not have capacity. We do have a land referral office, but we didn’t have that
working well in place at the time. | think we had one or two people in the office, so if there’s any... We don’t have
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our own data. So that’s one difficulty or problem or negotiating piece further, is to when companies come in we have
to go with what they have. So they have environmental studies, people, the project, they have all sort of what they
want to find, whether it’s the birds, the moose, the fish or something. We have to go with what they do. That’s the
big problem for us now, and we’re looking more to get our own environmental people and office in that sense. So we
own the information, instead of them gathering the information and they keep it.

Community7

Table 6.51: Challenges with capacity - Interview comments by community

Community interviewees also noted that the rotating faces that accompanied the transition were
difficult. Having worked with a core group of Terrane managers extensively, the transition to new
and team members and approach may have fractured the relationship initially (Table 6.52).

Yeah, you have to start all over; you have to build a new rapport. You don’t really get a head’s up, all of the sudden
this happens, right. That all of a sudden it’s sold and these are the new people that you’re dealing with, and you built
these relationships with people in the past and it’s all gone. Then you got to start from scratch again, and you got to
explain again our position, our stories, our concerns, our issues and what we want, all over again, to a company that
does a lot of mines, right? So they have to cookie cutter approach.

Community2

Well, just in terms of that period of time, when they had pretty rapid succession of management changeover all the
way to the general manager level. Yeah, you’d meet somebody, and then one or two meetings later you’re meeting
somebody else. So, they had a fairly significant period of time when they were in flux like that. And, anytime you’re
changing over people, you’re starting from ground zero again, right? "This is what it is. This is what we need." So,
you’re not moving forward, you’re just kind of educating, you just need to build that relationship. So, you know, that
period of time was definitely, definitely challenging for sure.

Community5

I think getting them to understand that you live here through your entire life, and not just like a newcomer into an
area. When they leave that things have to be put the same way. And you always have to ask for the guarantee.
Everybody says, "We’ll do it in a safe way." Prove it to me. Give me an example.

Community6

Table 6.52: Transition to new company team - Interview comments by community

In addition, while this section has focused on key challenges for corporate transitions, transitions
within the communities themselves can change the socio-political landscape of the project area,
requiring a mining company to adjust (Table 6.53).

So all of a sudden, you know, the chief isn’t there anymore. And the new chief, he’s the current chief, really a good
guy. But he also had a different package. The chief had a different package to deal with in his community. You
know, you could get an agreement signed relatively — I shouldn’t use the word, easy — with much less difficulty with
one group than with another group. You know, so that there are a lot of players.

Manager3

Table 6.53: Transition to new community leaders - Interview comments by manager

Company interviewees also spoke of difficulty fully engaging stakeholders throughout this process
(Table 6.54). The mining project was one of many events competing for attention in the region, and
keeping people interested and engaged can be difficult. Events can happen outside the company's
control, which pull attention away from the specifics of their project, creating a climate with
potential for misunderstandings when stakeholders refocus on the project.

But you know, community residents have a lot of things that they need to be informed about and they need to be
engaged with. And it’s difficult to get attention on something that's, you know, what’s in it for them to truly
understand the business reality that the company is facing the building a 1.5 Billion dollar project, right? I think it's
challenging.

Manager10
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The local nature of employment changed again up there because the forest industry kind of came back into a rebirth
and a lot of people who’d lost their jobs in the forest industry were able to re-establish themselves working in area
mills or logging, whatever the case may be. The outflow of that, of course, is that their interest in working on Mt.
Milligan had waned.

Manager7

It gets clouded because you’re not the only company that these guys ever talked to. There are other mining
companies in the area, they’ve done things, they’ve made promises, maybe they haven’t kept, they've said things that
maybe haven’t happened, maybe they have meetings and it didn’t happen, whatever, I don’t know.

Manager4

Table 6.54: Shifting attention of community - Interview comments by managers

6.5.3 Lessons Learned

The eleventh and final sub-theme is "Lessons Learned." This sub-theme is composed of responses
that relate to all previous themes, but oriented toward future projects. Mt. Milligan was built without
major interruptions and continues to successfully operate today, making the case instructive for both
proponents and stakeholders looking towards future corporate transitions.

Interviewees, both from the company and community sides, reported many lessons that could be
transferred to future projects. These relate to all of the previous sub-themes, but are summarized in
this sub-theme to provide an overview, and follow roughly the same order as the previously covered
sub-themes above.

A number of respondents — both community and company — noted the background of companies and
their personnel as important to evaluating the socio-political setting of Mt. Milligan. Companies like
Placer Dome and Terrane, staffed with managers who had extensive experience developing mines in
British Columbia and around the world, were well equipped to face these challenges. A company
like Thompson Creek, while an experienced mine operator, may have been less primed to navigate
the socio-political setting of northern British Columbia while building their first greenfields mine
(Table 6.55).

Going through a permitting process, it has a kind of refining effect on companies. 1 mean you're expected to do
certain things, act certain ways, make statements about how you engage with First Nations and then communities of
interest. And so, there is a process of figuring out, "Ok, how do we do this, and what statements do we need to make,
and how we need to resource ourselves to respond to these pressures.” Thompson Creek was a company that was put
together with legacy assets, hadn't permitted projects, flew under the radar, you know, had been privately owned,
which means less scrutiny. And so big companies like Teck or Placer Dome have been in the limelight, you try to
permit projects, you understand, you know the reputational impact of poor performance on projects around the
world, in trying to develop another project. So you develop systems to respond to those pressures.

Manager8

And if you don’t know the lay of the land, don’t come in with a level of arrogance assuming that you’re going to be
able to assuage everybody. That’s not going to be the case.
Community4

Table 6.55: Development inexperience of Thompson Creek - Interview comments by manager and community

Perhaps the most intuitive reality is that most company-community relationships are personal at their
base level (Table 6.56). This means any type of transition, and the exchange of people that come
with it, will be disruptive to the relationship. Following this, it is imperative that time is taken in the
midst of a corporate transition to attempt to pass on these personal relationships.

A big part of it is personal. It’s very hard when it’s personal, it becomes very, very hard to pass on. Its human nature
and all that stuff, you’re dealing with a different person now. So even though they may be in the same role as the last
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person, you know, effectively it's exactly the same role, but it’s a different person, so it’s a little more of a challenge.
So I think the onus is that when you’re the new guy, if the old guy is still around, you need to glean as much as you
possibly can in terms of introductions, what’s going on and having you introduced. And | did that.

Manager4

Well, | think the main thing you need to do, we did do, is that we had a series of meetings with the Thompson Creek
management people to explain to them the work that have been done. And the other thing is, some people continued
on for a period of time with Thompson Creek and the project. And so, that’s a very important way to have continuity,
and you know, keep it going.

Manager6

Table 6.56: Personal nature of company-community relationships - Interview comments by managers

In the context of British Columbia, failure to properly maintain corporate-stakeholder relationships
can have negative consequences. The diverse range of stakeholder groups and interests, highlighted
by the at times tenuous relationship between First Nations communities and the extractive sector,
means that significant attention must be paid to the specific risk characteristics of the region (Table
6.57). The Mt. Milligan experience highlights this.

You just absolutely have to present yourself as a credible professional that is interested in the community and
wanting to build a great relationship, and show benefit to that community. However you do that, if it's through an
IBA or if it’s through some other process, c’est la vie. But you know, the age of First Nations watching major
projects coming to their traditional territories and sort of watching them develop and sort of standing on the side,
those are over. You’ll never see them again.

Manager7

Table 6.57: The need to act in good faith - Interview comments by manager

The Mt. Milligan experience also highlights the importance of stakeholder engagement strategies
that create and maintain regular dialogue with community leaders (Table 6.58). In the case of
Terrane Metals, initiating the Community Sustainability Committee created a way to bring the
diverse range of stakeholders in the area to the same table on a regular basis. Company management
also spent considerable time in the communities in an effort to build rapport and create literacy
around the project.

Clearly the local relationships, getting community buy-in, knowing at times you’re not gonna get it, it’s gonna be
tough but staying open, transparent, willing to meet, willing to talk are critical factors. You have to keep pushing
those angles, and it can be unpleasant at times as soon as people are dead set against what you are proposing. You
have to keep going back and take some hits from time to time. You really need to be very immersed in the
community . . . and so it really is imperative that you don't just say, “Well, I'm Joe Mining Company from Vancouver
and we’ll send the person up there once a quarter to meet with the community.” That doesn't cut it anymore. You got
to have somebody really immersed in the community, that’s willing to go into any event and any opportunity to reach
out and establish good relationships.

Manager7

Yeah, you really just have to get into the communities and start just talking to people. There's really no magic way.
That’s how we did it. We talked with local councils. So it’s good place to start, to talk to local councils, mayors and
councilors, and then try to identify what are key kind of business people. We were talking about relatively small
communities here, right. So it’s usually, you know, there’s two or three prominent business people maybe in a small
community. You want to, kind of, get to them and interview them and see what makes them tick and what they're
concerned about, and how they think when you talk about your project, and what they think and what's the right way
to go. So that is how we kind of did it. The tools? It's really just boots on the ground, get into the communities, find
out what's going on, talk to people.

Manager4

But, the key thing you got to remember is that (the CSC) is only one of the ways, and you can’t rely on that
information to get out to the broader community or to other people in the First Nation. And so, you still need to go
into the community and have discussions with them, with the Chambers of Commerce and that sort of thing, with the
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First Nations community members and that sort of thing. So, it’s only one of the tools. It’s a very valuable one and
hopefully those people will become opinion makers within the community and within the First Nation groups. But,
you can’t rely totally on that.

Manager6

Table 6.58: The acute need for good engagement - Interview comments by managers

While Terrane was able to jumpstart much of the corporate-stakeholder relationship upon taking
over the project in 2006, they were unable to construct meaningful dialogue with the Nak'azdli First
Nation. There are several of possible reasons for this, but Placer Dome managers interviewed
reported a positive relationship a decade prior, meaning a gap in engagement in the intervening years
could have contributed to the change, and later managers noted that this experience influenced
stakeholder perceptions of the project (Table 6.59).

[JJust because the metal price drops, doesn’t necessarily mean that you should end all activity on a project.
Particularly in the relationship business. And if you’re in a big company, you know projects, you’ve got to maintain
those somehow. It's going to be at a reduced rate, but if you really think that project is going to come again, you
shouldn’t just stop any relationship building with those groups. It should be maintained at a lower level. Because the
next time you go back, and if you haven’t been talking to anybody, they’re going to think, “Well, gee, we were really
working on a relationship, but of course, a relationship is secondary to the metal price."”

Manager3

[T]here was some views voiced, "What happened to you guys? You were here in the early 1990’s. We hardly saw
you at all, and now, suddenly, you’re back." And so, there was certainly a great need to revise and to improve
discussions and I think, that’s maybe one of the lessons in these things. That these mining projects quite often take a
very long time. And it’s easy — it’s not right — but, it’s easy on the part of the mining company to back off a lot of
that consultation. And to some degree that’s understood. But if you want to keep a project alive, you really do have
to go back to the stakeholders periodically and say, "Look, this is what we’re doing or were not doing anything, but
we still have hopes for the project to go ahead." Otherwise, you’re gonna have to re-start. And the other thing is,
those people change. The ones that you met on the Chief and Council of the First Nation or people in the community
are quite often completely different. And so, you have absolutely no history with those ones.

Manager6

I mean there wasn’t a lot of past commitments that have been made at that point. Like, when | joined really, Placer
hadn’t really made any real commitments. So, Terrane was kind of forging new ground with that, | would say. |
mean, they’d certainly set some precedents out there, certainly within the communities. Some of them good, some of
them bad. | mean, we dealt with that all the way through. A lot of it, | mean the bad stuff would’ve been around the
fact that everyone thought that it was gonna be built in '93. So, again that and then when it ended up getting shut
down at that point, there was definitely some unhappy people, and we had a lot of doubt in the communities all the
way through that we were actually gonna make this happen this time, and so on. Even once we were in construction
on the site, we actually had to take people right out into the site, and show them we're actually building this thing
now, like, before they believed that you’re actually doing it.

Manager9

Table 6.59: Legacy of Placer Dome's false starts - Interview comments by managers

When a company executes their stakeholder engagement strategy, the level of transparency they
operate on will shape perceptions of their activity. At Mt. Milligan, respondents indicated clear and
candid communication regarding both positive and negative project impacts lent credibility to the
Terrane team's messaging (Table 6.60).

That may be one of the things that got me more local in the community, again this is a transparency thing, because |
was the guy there talking about that stuff. They usually have the guy from the mining company show up, “So
everything will be great, let’s get this mine built everything will be great, I’'m going to bring a whole bunch of
money,” You know, money brings all sorts of undesirable parts of our society, it all comes with that, right? Or can
come with it. So how do you, kind of, manage that?

Manager4
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It’s funny, because sometimes we say what | do is complicated, but your challenge as a leader is taking a complex
subject and putting it together so that everybody can understand what you’re talking about. And sometimes we say
it’s complicated because we don’t understand it ourselves too well. So it’s taking the time and effort to really grasp
the subject matter. And then you can chunk it up and simplify for a communication document. You also have to
know who your audience is when you're communicating to, for that matter.

Manager5

I think you say, "Here's what we can say and here's what we can’t say." And for them to understand that, “You know
what, there's no certainty that we get financing. There’s these risk factors.” And then they can hedge their bets.
Manager8

Table 6.60: Importance of transparency - Interview comments by managers

Both company and community interviewees reported the regulatory system around major project
development to be deficient, albeit for different reasons. Company respondents noted the long waits
and significant bureaucracy at both provincial and federal regulatory bodies. Community respondents
noted learning experiences around capacity and an aspect of inertia to the process (Table 6.61).

Yeah, things keep happening anyways, whether or not we get what we want or not.
Community3

[W]hat | would have done differently is be involved in the EA process, and made sure that we have our own
resources. Had the company and the government paid for our own independent experts to do some of our own
planning around, to have some of our own planning like for the mine or anything, the social and cultural impacts,
planning for all of that, at the beginning, before construction started, to have all of that completed would have been a
lot more helpful than challenging the EAs.

Communityl

I think we dealt with it with less capacity, before we had lots of experience of it but not as much capacity. And today
we have more capacity but we also have just have learned along the way how to conduct our business and conduct
ourselves. And we always, I always try to say that this is our territory and they’re guests here, and we need to really
work on our standards for them.

Community?2

So what we’re hoping is that, at the end of three years or before, we’ll have government to government agreements
on everything, forestry, mining, everything; water, air... everything in the territory. Hopefully all those agreements
will be BC recognizing and properly addressing aboriginal rights and title when they’re allowing developments, and
I guess hopefully, also, share decision making.

Communityl

Table 6.61: Lessons from the regulatory process - Interview comments by community

However, both interview groups also noted positive aspects. Conditions written into the EA, which at
the time were seen as cumbersome, instead provided lessons in continuity around core stakeholder
engagement initiatives (Table 6.62).

I guess how changes in ownership and management affects communities, | would have to say that, that Community
Sustainability Committee, that was written into the EA, made a massive impact in terms of ensuring, of mitigating,
mitigating disruptions in terms of changes of ownership and management occurred. Yeah, in my perspective, it’s
something that, that underpinned you know, a continued relationship.

Community5

I think one of them that was counterintuitive is, going through the permitting process you make a bunch of
commitments that form an EA certificate or permit conditions or management plans, and so you typically want to
give yourself the greatest operational flexibility with those. And that can be real challenge around permitting process.
People want to nail something down when projects evolve and are dynamic. So usually when you get less specific,
not more specific, to give yourself flexibility . . . But, so in terms of how I'd approach the project working for junior
where it would be required, I’d be more willing to offer up commitments that had enough flexibility for them not to
be really cumbersome and inappropriate, but that would effectively bind the acquiring party to do things | thought
were important.
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Manager8

Table 6.62: EA certificate as a guarantor - Interview comments by manager and community

Mt. Milligan is a large open pit mine, and follows that a project like this may impact those around it
— both positively and negatively. Company respondents noted challenges with maintaining benefit
projections, especially as operational realities were tweaked from initial designs (Table 6.63). While
attempts were made to manage expectations, it is very difficult to maintain full control of the public
narrative on a project like this.

Building a big mine, and Mt. Milligan is a big mine, it ain’t easy, right? So when you’re building, you’re very
focused on that. | mean, and they manage, to manage all the community stuff at the same time — does stuff slip
through the cracks a little bit? And some things happen that maybe aren't the perception in the communities of how
things were going to happen.

Manager4

And you'd be amazed how little rigor there is sometimes around employment estimates for projects. Construction
estimates, like multipliers etc. there's wide range, and the media gets numbers wrong in their report that goes into
their file, and they'll use the same wrong numbers again. And so those numbers you get thrown around and people
lock into there’s going to be at peak 700 jobs here, and that’s the number they lock into. But that’s a peak for maybe
a few weeks or month, you know. The average is somewhat lower in the construction. So in press releases you pick
the high numbers, because that's what everyone uses and they're the most impressive numbers, but those aren’t the
most useful kind of things for communities to plan around.

Manager9

Table 6.63: Complex nature of mine development - Interview comments by managers

Lastly, respondents reported a variety of lessons taken from Mt. Milligan when considering long
term planning at mining projects. Lessons such as committing to the core values that define a group's
corporate culture and underwrite action at a project (Table 6.64).

So what are our core values, what are we going to do? No compromise on safety, no compromise environment, no
compromise social engagement. So, those are our driving factors. "Guys, we may screw up on cost assessments on
how much to build a dam, well we'll figure that out and that’s acceptable, but you can’t screw up on environmental
commitment. If we have a commitment on that we are going to do it and we’re going ahead, there’s no compromise.
And the same on our social license, whether it be First Nations or community engagement. Whatever we told them
we’re going to do, we’re going to do it, full stop."

ManagerS

Table 6.64: Importance of core values - Interview comments by manager

Respondents also noted that the structure of the mining industry required mining companies to act in
good faith towards their stakeholders, but also to retain flexibility. Due to the transactional nature of
the mining industry (See Section 3.2), companies understand that a corporate transition may occur
down the road, and need to position their projects to navigate that process at a later date.

In terms of how to position for the future, | think that the word that | used before was, you know, you need to commit
to your area communities and First Nations and local governments, and obviously be wholly compliant with the
statutes that regulate mining. At the same time you want to maintain some degree of flexibility for someone that may
take you out, that they can develop their own strategies, plans and the techniques to advance the project. So there's a
balancing act in there.

Manager7

Table 6.65: Positioning for future corporate transitions - Interview comments by manager

By acknowledging that a future transition is possible, if not likely, a management team can then
undertake the necessary planning. Respondents highlighted the necessity of recording and
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documenting important information so there is a clear record for the group that takes over the project
(Table 6.66). Recording geological or financial data is standard industry practice, but keeping
diligent records of company-community interaction is an area where industry has room for
improvement.

So 1 think it's, you have to plan, which you know, but I think I'd be more cognizant of this, that expect the default
case to be that you are acquired or at least there's a JV where there’s new kind of ownership influence. So understand
in that lens how would someone pick this up? Both in terms of practical sense of how you document commitments
you make so it's easy for them to follow it, even with good intentions if you just do a sloppy job of recording your
engagement or tracking your commitments, someone is going to come in and make a lot of mistakes because you
haven't given them a toolkit to kind of do that.

Manager8

I’ve seen, just so often, that those are the times where the information and knowledge doesn’t get transferred very
well over to that next group of people. So important to get those things documented. But document it in a way that
people can actually use them. And I think we’re moving to those systems now. For example, where we're developing
on the environmental side, environmental management plans, at the EIS stage, at the detailed design stage, but trying
to get them into a form that the operators can actually take them, and say, “Oh! You know, this is what they had in
mind." Or, "This is what | need to do.” And then they add to it and they take ownership of it and it becomes a part of
their environmental system, for example.

Manager6

Table 6.66: Institutional transfers of knowledge - Interview comments by managers
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7. DISCUSSION

The objective of this research was to analyze how corporate transitions impact corporate-stakeholder
relationships at mining projects. In more detail, the investigation sought to determine the roles of
various actors throughout corporate transitions, to identify successful strategies from past corporate
transitions, and to propose guidelines for the successful execution of corporate transitions.
Ultimately, the goal of this research was to determine what lessons can be drawn from the Mount
Milligan experience to manage socio-political risk arising from corporate transitions at future mining
projects.

Interview questions were designed to elicit insights into the role that corporate transitions played in
the evolution of corporate-stakeholder relationships at the Mt. Milligan mine, and investigate what
did and did not work throughout the project's history. Interview topics were linked to those covered
in the literature review, and included: interviewee background, view of transitions, engagement
tools, comparison to other projects, regulatory aspects, challenges, perspectives, and lessons learned.

Through the coding of interview texts into three main themes and 11 sub-themes, links were drawn
between the interview data and key topics in the literature. The titles of these themes and sub-themes
reflect these links. A summary of the themes and sub-themes can be seen in Table 7.1. From the
analysis of information gained through these interviews, and supplemented by field visits and
document review, a number of lessons can be taken from the Mt. Milligan experience.

The first relates to the background and experience of companies involved in mine development. The
experience of Placer Dome (See Table 6.2), and by extension Terrane's senior management, in
developing greenfields mineral properties in British Columbia and around the world positioned these
companies well to navigate the socio-political landscape of Mt. Milligan (See Table 6.45). In
contrast, Thompson Creek's inexperience in developing greenfields properties put them at an
immediate disadvantage when they acquired the project (See Table 6.5).

Communities typically have little, if any, experience with mining before it enters their region (See
Table 6.51). They lack both technical capacity and experience with the industry, and may not
anticipate a corporate transition (See Table 6.47). They may have some familiarity with the
reputation of big mining companies, if not the reputation of a specific company (Harvey & Bice,
2014). This reputation may precede a company's entrance to an area — perhaps unfairly so (See Table
6.11).
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Main Theme Sub-Theme Summary of Findings

Background Background key to informing culture
of proponent and employees.
Comparable Projects Communities unlikely to have
experience with mine development.
SETTING THE STAGE . el oo
Reputation and Handovers Reputation of company/industry can

precede entry into area.

Each project has unique socio-
political risk characteristics that must
be understood.

Perception of Risk

Effective engagement brings
Stakeholder Engagement together multiple stakeholders
together collaboratively solve
problems.

Communication and Consistent i'.”d transparent t
ADDRESSING THE Transparency communication IS a precursor to

constructive corporate-stakeholder

ISSUE relationships.

Commitments entrenched in permits
are potential method of
institutionalizing practices.

Legislation and Regulation

Benefits are unlikely to meet
expectations — both proponent and
community potentially responsible.

Impacts and Benefits

Planning for the Future Plan in terms of life-of-mine, rather
than planning to the next transition.

Transitions between stages (ie.

Key Challenges for construction) may be as or more
REFLECTION AND | Transitions disruptive than those in management

PROGRESSION or ownership.

Maintaining a record of all activity,
but particularly of social engagement
and commitments, can preserve an
institutional record that will greatly
assist a future operator.

Lessons Learned

Table 7.1: Summary of themes and sub-themes from Section 6

This creates a climate where communities may be hesitant to embrace mine development (See Table
6.15), and companies may act with overconfidence due to inexperience (See Table 6.55). This is
particularly true in British Columbia, where socio-political risks pose a threat to mine development if
not managed correctly (PwC, 2015). This risk diminishes somewhat after securing permits, but at no
time disappears, and should not be ignored.

This suggests the importance of continuity in stakeholder engagement strategy through transitions
(See Table 6.58). Effective engagement brings multiple stakeholders together to collaboratively
solve problems (Jijelava & Vanclay, 2014; Moffat & Zhang, 2014; Zandvliet & Anderson, 2009),
and Mt. Milligan's CSC was designed to do just that (See Table 6.21). A strong engagement forum
such as this can maintain two-way communication and can help bridge the gap between companies
during a corporate transition. By creating an engagement forum that could be sustained after a
transition, Terrane effectively institutionalized part of the engagement strategy for Mt. Milligan.
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This gave Thompson Creek the opportunity to carry on from Terrene's work when they took over the
project, and maintain goodwill built through their tenure (See Table 6.9). However, the
institutionalization of this engagement mandates only its composition and its regularity, and it is the
quality of engagement that most influences stakeholder perceptions (Moffat & Zhang, 2014).
Interview comments suggest stakeholders perceived the quality of engagement to have declined with
Thompson Creek (See Table 6.29).

The shift in companies appears to have resulted in different management styles, which can be
influenced by differing corporate cultures and corporate experience (Dashwood, 2012). Companies
should take time to understand the level of communication and transparency of the previous
operator, as stakeholders will judge behavior against it.

Given the asymmetry of knowledge and experience in mining (Fidler & Hitch, 2007; Haalboom,
2014), cultures (Collins, 2015; Danard, 2010), and near term objectives between the mining
company and the community (Collins, 2015; Haalboom, 2014), developing and maintaining a
relationship between the company and stakeholders is vital. Interview comments note personal
relationships drive corporate-stakeholder relationships — and they are challenging to pass on to
another person, let alone another corporate entity (See Table 6.56). This is further evidenced by
interview comments on the transition between Terrane and Thompson Creek (See Table 6.52).

Given the challenges in transferring personal relationships, an overlap of staff, and particularly that
of community engagement personnel, during transition(s) could be very beneficial in smoothing the
transition. This is supported by the pattern of overlap at Mt. Milligan. A number of managers that
worked on this project did so for more than one of the proponents involved, including many
interviewed in this study (See Figure 4.1, Section 4.2.2).

Originally initiated to support permitting activities, the CSC lives on at Mt. Milligan in part because
it is was entrenched in the project's EA certificate by the regulators (See Table 6.62). Permits and
regulatory certificates live with a mine regardless of its owner. Conditions placed on a project made
during the permitting process may create challenges for the next operator, and/or serve as assurances
to stakeholders (See Table 6.34).

Benefits, however, are rarely guaranteed. It can be challenging for an operating mine to deliver on
the benefits suggested in the exploration or design stage (See Table 6.39). For communities,
expectations often trump reality irrespective of circumstance (See Table 6.38), and it is challenging
for a proponent to balance the promotion of their project with keeping their stakeholders grounded
(See Table 6.63). This underscores the importance of relationships at Mt. Milligan and elsewhere, as
the literature suggests stakeholders value the quality of company-community interaction as much or
more than impacts or benefits received (Zandvliet & Anderson, 2009; Martinez & Franks, 2014;
Parsons et al., 2014; Parsons & Moffat, 2014).

Planning in terms of life-of-mine, rather than planning to the next transition, was noted as an
important part of Terrane's success at Mt. Milligan. With an experienced team of mine developers,
they were planning to build a mine, not simply move it to the next stage for a sale (See Table 6.45).
This principle is as valid in industry downturns as it is when times are good — interviewees noted a
dip in engagement after Placer Dome shelved the project may have negatively influenced community
sentiment (See Table 6.59).
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Transitions between stages in the mine life-cycle — such as the transition into construction — were not
studied extensively in the preliminary stages of this research. However, interview comments from
Mt. Milligan suggested this stage of mine development may be as or more disruptive to corporate-
stakeholder relationships than transitions at the management or ownership level (See Table 6.50),
and companies need to understand and plan for this. There is potential for additional research in this
area (See Section 8.2).

Lastly, interviewees suggested a key lesson from the Mt. Milligan experience was the need for
maintaining a detailed record of all plans and actions throughout a mine's life. Not just what was
done, but why and how, and where it was headed. Particularly in the field of social engagement and
commitments to communities, preserving this type of institutional record will greatly assist future
operators (See Table 6.66).

As one of British Columbia's newest mines, the conclusions gathered from this study of Mt. Milligan
are relevant to much of the mining and mineral exploration activity taking place in the province. The
limitations of the analysis and conclusions of this research are discussed in section 7.1, and should be
noted in companion with the concluding statements. Further recommendations, new questions, and
potential future studies are discussed in Section 8.

7.1 LIMITATIONS

This section discusses the limitations that could cause the greatest potential impact on this research
study’s findings and ability to answer the aforementioned research questions.

The first limitation is that the interviewees may not be fully representative of the range of opinions
and experiences around corporate transitions over the life of the Mt. Milligan mine. Company
interviewees involved fifteen managers from three proponents and involved those involved in all
aspects of mine development, but an inability to contact and interview all involved means some
insights on the Mt. Milligan experience may have been missed.

This is also a limitation related to community interviews. Due to a lack of resources, only nine
interviews were completed with community leaders from Mackenzie, Fort St. James, McLeod Lake,
and Mackenzie. It is difficult to determine if this group is representative of their communities.

Additionally, the tight knit nature of both the mining industry and the impacted communities means
those interviewed may not have been fully candid during interview. Interviewees may have been
hesitant to impact the reputations of both themselves and others involved in Mt. Milligan, and a full
range of opinions and experiences may not have been captured in this study.

Particular to interactions with community leaders, research fatigue may have limited this research. A
number of academic studies have been completed both directly and peripherally related to these
communities and the impact of the Mt. Milligan mine. Study fatigue may have caused potential
interviewees to restrict or decline their participation in this research.

This study is limited by the historic nature of the data being examined. Events discussed in the study
occurred between 1990 and the present day. As such, some documentation is unavailable, and the
recollections of interviewees are imperfect. Also, this case study mine is currently operating, so
future actions of the operator or stakeholders could alter perceptions of the corporate-stakeholder
relationship at the Mt. Milligan mine.
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Methodological limits also impacted the scope of this study. The selection of one case study was
necessary due to resources available to the researcher. The selection of one case study makes it
difficult to determine how applicable the findings of this study are to other mines and project sites.
These findings are specific to this site, project stage, socio-political setting, and time period.
Considering this, this study is not a conclusive analysis of the socio-political impacts of corporate
transitions at mining projects, but rather illuminates challenges and opportunities produced through
these events and aims to contribute to ongoing dialogue on these issues.

Finally, the researcher’s own biases and background could be considered as a limitation. In addition
to growing up in Canada, the researcher also has an educational background in political science from
a Canadian university. The researcher also holds prior background knowledge of the fields of
mineral exploration and mining, and the researcher is based in the mining engineering department of
a Canadian university. The researcher is looking at this topic from a mining industry viewpoint, and
has analyzed this case study primarily to identify best practices for mining companies. The
researcher’s background and position were openly shared with all interviewees, but concedes it may
have influenced the analysis of this case. Through acknowledging the researcher’s background and
bias, this research aims to be transparent with all possible limitations.

Despite these limitations, this study achieves the goals for its audience as stated in Section 4.2.3:

1. The research contributes to the academic dialogue on corporate-stakeholder relationships in
the mining industry;

2. The research provides for mining and mineral exploration companies and their employees
constructive analysis of the challenges and opportunities that can result from past corporate
transitions, in order to inform work on current and future projects;

3. The research outlines for host communities of current and future mining projects — both First
Nation and settler — potential challenges and opportunities to which corporate transitions can
contribute.
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8. CONCLUSION, RECOMMENDATIONS, AND NEXT STEPS

The findings of this study (as discussed in Section 7) relate well to the current literature on the
management of socio-political risk in the mining industry. Most interviewees did not explicitly
mention terms like Social License to Operate or Corporate Social Responsibility. However, the
rhetoric of interviewees on best practices through corporate transitions align with the type of
language used in discussion of these concepts. This suggests that further academic discussion of this
topic is justified, particularly due to the prevalence of corporate transitions in the mining industry.

The lessons and conclusions of this study also align well with guidelines to sustainable development,
as discussed in Section 2.7. The lack of accredited standards for navigating corporate transitions
could leave a gap for both mineral exploration and mining companies, and stakeholders.
Development of voluntary guidelines, standards, or KPIs by an industry body, international
organization, or government could provide industry with improved clarity on this subject in the short
term.

In the long term, there is room for the regulatory process to address corporate transitions. The
Environmental Assessment is one of the biggest drivers of corporate-stakeholder interaction in the
entire mine life-cycle, and the main opportunity for stakeholders to formally voice opinions on
project development. It is also one of the biggest 'obstacles’ for mine developers, and gaining an EA
certificate is a major milestone in the mine development process. Adjusting the process to reflect the
long term objectives and concerns of stakeholders could be beneficial, although any further
complication of the process is unlikely to be supported by industry, nor many stakeholders.

Finally, this study highlights the importance of prospective buyers doing proper due-diligence on all
aspects of an asset before the transition. Placer Dome's ownership of Mt. Milligan was defined by the
massive write down they took soon after acquiring the property, probably due to not fully
understanding the geology, metallurgy, and economics of what they were buying. In contrast,
Terrane was built by former Placer Dome managers, who brought with them a comprehensive
knowledge of the property and were able to maintain a level of continuity. Lastly, Thompson Creek
was initially unfamiliar with the socio-political landscape of the area and development of a
greenfields project, resulting in an initial learning process.

These experiences point to the importance of understanding the work of the previous operator as a
factor in the management of socio-political risk at the time of corporate transitions. If the
predecessor had a positive relationship with stakeholders, the new operator will have to meet that
level or be seen as deficient. Of course, this works both ways; if stakeholders have a negative view of
the previous operator, a successor will have to counteract this legacy.

A number of recommendations, new questions, and potential future work arise from the analysis and
findings of this study. These topics will be discussed in the following sub-sections.
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8.1 RECOMMENDATIONS

A number of recommendations can be made based on the findings in Section 7.2. These
recommendations are also informed by the themes and sub-themes that arose from analysis in
Section 6, and the conclusions in Section 7. From this research study, it is recommended that mining
managers:

Establish strong a corporate culture with an emphasis on core values that include
sustainability, corporate social responsibility, and social license to operate;

Build a team with the skills to support the previous recommendation, and experience on
similar projects in comparable social, political, and cultural contexts;

Fully evaluate and understand the socio-political risks inherent to the operating jurisdiction,
and develop strategic and operational plans to manage these risks;

Establish and maintain a multi-stakeholder engagement forum throughout all stages of the
mine life-cycle — including slow-downs and/or stoppages. Seek opportunities to collaborate
and address asymmetries in capacity;

Maintain regular, transparent, and two-way communication between the company and all
stakeholders, and be candid about the potential for future corporate transitions. Tailor
communications to the needs and concerns of specific stakeholder groups;

Meet or exceed all statutes that regulate mining. If possible entrench best practices within
regulatory commitments to provide long-term certainty to stakeholders;

Identify key challenges, including those that may be unique to the operational context.
Continually self-evaluate to review and redefine potential challenges;

Implement long-term planning organization wide, particularly regarding the potential for
corporate transitions;

Buffer transitions by retaining community relations/management personnel by incoming
owner/operator of a project to assure some level of continuity in relationships;

Create institutional frameworks that support continuity in relationships through corporate
transitions; and,

Maintain an institutional record of social engagement and commitments that can be easily
understood and adapted by a future operator.

By incorporating these recommendations into their best practices, mining companies may be able to
mitigate potential socio-political risk that can arise in the process of corporate transitions. Corporate
transitions may be challenging for both companies and communities to navigate, but with care they
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can be managed effectively, maintaining a social chain of custody that runs from exploration through
to closure.

8.2 FUTURE WORK

There is a gap in the current literature on corporate transitions, and there is ample space for further
research. Future studies should look at other stages of the mine life, and if possible review and
compare corporate transitions throughout the full life-cycle of a mine. Research observing corporate
transitions in-situ would generate valuable insights, as it would eliminate challenges locating vital
documents and research subjects, and memory of the events would be fresh. Comparative studies
would also be useful to observe the outcomes of different approaches to navigating corporate
transitions. Finally, reviewing corporate transitions in different jurisdictions is necessary to
determine the respect to which cultural, political, and regulatory issues influence these events.

A study of this issue undertaken, or sponsored, by a mining company of one or more of its mines
would be valuable. With company support a researcher could have unfiltered access to company
staff, documents, and institutional knowledge. This could improve the quality of the research and
prove to be a constructive review of a company's practices.

Specific to the Mt. Milligan project, the mine is early in its life-cycle, and future studies of
transitions in owner and/or project stage are possible. The future actions of the operator and/or
stakeholders could alter perceptions of the corporate-stakeholder relationship at the Mt. Milligan
mine, and could possibly be studied.

A more in depth study of the stakeholder experience of corporate transitions at Mount Milligan is
also possible. The communities in question host a diverse range of people despite their small size,
and the present study may not have captured the full range of experiences. However, future
researchers should be cognisant of potential study fatigue in these communities.

Transitions among the leadership of these communities themselves are also an important variable,
and one that warrants future study. Interviewees alluded to these changes as potentially impacting
company-community relations at Mt. Milligan, but detailed study was outside the scope of the
present research.

Mt. Milligan also offers opportunities to carry out comparative studies on corporate transitions. The
advanced stage Blackwater Gold Project is being progressed by New Gold Inc. approximately
200km south of Mount Milligan, near the town of VVanderhoof. Several subjects interviewed for this
study referenced Blackwater and its current development process in comparison to Mt. Milligan, and
its similar setting to Mt. Milligan could make for an instructive comparison.

Finally, the construction phase of mine development was highlighted by interviewees as being a
particularly challenging period for corporate-stakeholder relationships. This study found some
ambiguity about the level to which the mine's construction period created corporate-stakeholder
tension, when compared to the transition between Terrane Metals and Thompson Creek Metals
shortly before the start of construction. This period of the mine life-cycle is ripe for more detailed
study, both at Mt. Milligan and at other projects.
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APPENDIX A: INTRODUCTORY LETTER
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16 June, 2015

Dear Sir or Madam,

My name 15 Garth Thomson and I am a Master of Applied Science student 1o the Norman B. Eeewil
Institute of Mining Engineering at the Umiversity of Bnfish Columbaa. With the belp of my Supervisor
and Pnnerpal Investigator, Dr. Duk van Zyl, I am conducting a research project that will compnse my
Master's thesis. The research project 15 named: The mapazement of socio-political 1=k gnsins from
anmatmﬂem

This research will analyze how corporate tramsibons at muming projects can be best managed to
mitigate socio-poliical nsk, resulting i lastng and mutually beneficial corporate-stakeholder
relationships. Throughout the miming industry these transthons — such as the acquisition of a project,
management tormover, or change in the development stage of a project — can lead to regression in
corporate’stakeholder relationships, conflict, andfor loss of social hicense to operate. The research wall
lock specifically at the Mount Millhgan pune in central British Colombia as a case study.

I am contachng vou to gange vour inferest m parbeipating in an interview to discuss YOUr eXpenences
relating to histoncal corporate transifions at the Mowunt Millipan mine. In particular, I would like to go
into more detail on your point of view on any or all of the followmg topies:

Successful strategies from past transitions.
Faole of vanous actors fhroughout transifions.
View on completing a transihon if grven the chance to repeat. “What to do differantdy?"

The research seeks to gam broader understanding of the mmitiple changes In manapement and'or
ownership at the case siudy mine throughout its history. Findings from this and other mterviews wall
projects.

If you agree fo parbicipate, you will be asked queshions about your views and opmions of historical
corporate transitions at the Mount Milbipan mune. The mterview will take no more than &0 miputes, and
you may withdraw your participation at any time.

If you have any queshons about this research, the interview process, or any other matters relating to thas
letter, please contact me by emanl at or by phone at . Alternatively you
can contact mry supervisor, Dr. Dirk van Zyl, by emanl at

If vou have any concerns about your nghis as a research parficipant in thes study, contact the Research
Participant Complamt Line in the UBC Office of Research Ethies at 604-822-8398 or if long distance e-
mail RSIL @ors ubc.ca or call toll free 1-877-822-8598 (Toll Free: 1-877-822-8508).

Smeeraly,

Garth Thomson

MASc. Candidate

Nomman B. Eeevil Instimte of Mining Engineering
Urniversity of British Cobombia
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=z==| NORMAN B. KEEVIL Institute of Mining Engineering
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Consent form#
Research Consent Form
As part of the research project: The manapement of socio-polibical nsk ansing
from transthons af puni jects, you are asked to participate through the

provision of an mterview.

This research wall to analyre how corporate transitions at muning projects can be
best mamaged to mofizate soclo-poliical nsk, resulfing m lasting and mmtually
beneficial corporate-stakeholder relationships. Thronghout the maning industry these
transitions — such as the acquisthon of a project, management tumover, or change
the development stage of a project — can lead to regression m corporate’stakeholder
relafionships, conflict, and'or loss of social license to operate. The research will look
specifically at the Mount Milligan mine m Central British Columbia as a case study.

The research seeks to gain broader understanding of the mmltple changes m
management and/or ownership at the case study mune throughout its history. Findings
from this and other mterviews will be analyred and used to 1dentify key performance
indicators that can be used owhgate nsk for fiuture projects.

This research is to be undertaken by Master of Applied Science Candidate Garth
Thomson, under the supervision of Dr. Dk van Zyl, at the Morman B. Eeevil Institute
of Mining Engineening. By sipnmg this form, the research participant understands:
¢ My signature on thas form will sigmfy that Garth Thomson, Master’s student at

the University of Brtish Columbia, has explained the research procedures for thas

study, that vou have received adequate opportumty to consider any personal nisks

(physical, psychological, emotional and social), and that vou volunfanly agree to

participate in the project.

* My participation will imvolve answenng questions about my views and opinions.
* T may be asked to participate mn a follow-up interview.
* Junderstand that ] may withdraw my parficipation m this research at any fime.

* [ may obtam copes of this sindy upon 1ts completion by contactimg the student at
and/or lns supervisor Dr. Dirk van Zyl at

*  The results of my contnbuhion will be preserved m a hard hand wnitten copy, audio
recording and tramscribed copy. The hard copies will be pot in a folder with the
electronic data on a USE, and stored in a locked file cabinet in the office of Dr.
Dk van Zyl, at the Norman B. Eeswil Institute of Mimng Fnminesring at the
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Dwk van Zyl, at the Norman B. Eeevil Institute of Mimng Enmineermg at the
Unrversity of Brnfish Columbaa for a penod of five years. They will be avaulable
for review at any tme.

* This consent form indicates a number for the participant. That pumber wall be
used when transeribmp information from the mberview to data collection forms.
Only the researcher ((Garth Thom=on) and s supervisor (Dr. Dk Van Zv1) wall
hawe aceess to these forms.

* [ may request for oy name fo be specifically mentioned for acknowledzement. I
may mndicate thys on this wrtten consent form or during the oral consent process.

¢ Tunderstand that I may register any complaint that I mmght have about the
research or the student namsed above with the Norman B. Eeevil Instriute of
Mining Engineering at the University of British Columbia. Emsail:
wivgmumnzybcca FPhone: (504) 822-2540

Ifyou have any concerns or complaintz abowut your rights as a rezeaqrch participant and/or Your experiences
while participating in this study, contact the Rezearch Participant Complaint Line in the UBC Office qf
Rezearch Ethics ar 604-522-8598 or if long distance e-mail ESIL G ors ubc c3 or call toll free 1-877-822-
8508

, {PRINT NAME HERE) give consent to participate in this study and:

— | agree to have my interviews recorded.

| donot agree to have my interviews recorded.

—_lallow direct quotes from my interview to be used.

I donot allow direct quaotes to be used.

—_lallow my name to be used during publication.

I do not allow my name to be used during publication, and instead request an
alias be used.

MAME:

ADDRESS:

SIGMATURE:

DATE:

Once signed you should receive a copy of this consent form.
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APPENDIX C: INTERVIEW QUESTIONNAIRE
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Interview Script for research project: 1he inanazcment of socio-political rick

arising from corporate transitions at mining projects.

Intro to the project:

The= research will analvse how corporate transibions at miming projects can be bast managed to
mutigate socio-polifical nsk, resulting in lasting and mmitually beneficial corporate-stakeholder
relationshaps. Throughout the muning mdustry these transitons — such as the acqmsition of a
project, management twrnover, or change in the development stage of a project — can lead to
regression I corporate’stakeholder relationships, conflict, andior loss of secial license to
operate. The research wnll lock specifically at the Mount Milhzan mone mm Central Bntish
Columbia as a case study.

The research seeks fo gain broader wnderstapding of the mulfiple changes m management
and/or ownership at the case study mune throughout its histery, the resuling impacts on
corporate’stakeholder relationships, and strategies for mutigation andior rectificaton of
negative impacts. Findings from this and other interviews will be analysed to identify key
performance indicators that can be used myhzate nsk for fotare projects.

Consent:

Citation in the report by name: y/n

Citation in the report anomymously: vn

Review excerpts where you are cited prior to publishing?
Purpose af inferview:

- To find out how corporate transitions impacted corporate/stakeholder relationships at
this project.

Provides an overview these impacts from varying perspectives, and from varying periods
m the project life.

-Description of status of coordination between company and stakeholders dunng
transitions

-Account of challenges faced by varying parties during corporate transitions.

-Mitigation measures employed by actors in the face of negative consequences

-View on completing a transition if given the chance to repeat. "What to do differently?"
-The extent to which cutside actors can/'should mfluence transitions

Do capacity issues within stakeholder groups influence commumication break downs?
-General account of challenges in completing past transitions.

-ldentify successful strategies from past transitions.

Develop KPIs to successfully navigate future transitions.
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Eackzround
s  What is your back ground with the Mount Milligan Project?
* What was your direct role in relation to the Mount Milligan Project?
o How long did you held this role?
= Have yon been involved with mining projects comparable to Mount Milligan? ¥esMNo
o Where there any charactenistics that made the corporate-community relati onship
at Mount Milligan unique?
Eey aspects of a transition
+  What constitutes a transition to you?
*  Which corporate transition were you imvolved m?

o What type of transition was this?

o What stage was the project in?

o What was the time period for this event?
C : (| I
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* Do you feel the transition you took part in was comparable to others at this project?
YesMNo
o How was this transition different/the same?

o Inyour opmion, which type of transition is the most disuptive?

. “f]]'_}r’_?

= Dhd you feel the potential for corporate—commumity relationships breakdown was an
acknowledged nisk duning the transition? Yes/MNo

o How do you judge efforts to mitigate nsk on this nsk?
o Was there anything you would do differently? Yes/Mo
®  Ifyes, what?

= How do you think projects undergoing corporate transitions account for commnmmity

concemns?
o Which mitigation strategy do you think best serves the company/commumaty?
Stakeholder involvement
*  Were stakeholder relations considered to be a significant part of the transition process?
Yes/MNo
*  Who are the key stakeholders initiating/involved in this transition and what are their
roles?

= What are the key processes and procedures of engagement imtiatives?
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* How do you descnibe involvement of the government/regulators with respect to the
different iniiatives?
*  Were mmiti-stakeholder groups involved in the transition process? Yes/MNo

= How do you feel input of stakeholders and/or multi-stakeholder groups was valued by the
major actors through this transition?

Legislation and r tioms

* Did any mining regulations impact this transition? Vez Mo
o Ifyes how?
=  Was the local / provincial / federal government inveolved in this transition? Yes/MNo

* Invour opinion, do the current mining regulations account sufficiently for corporate
transitions? YesMo

* Should the government play a greater/lasser role in corporate transitions?

= How could the government better assist the company and/or stakeholders in navigating a

successful corporate transition?
¢ In your opimion, what were the government’s goals with respect seeing this transition
camed out?
Page 4 of 6
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*  Where did the government encounter challenges with respect to meeting those goals?
YesMNo
Engagement
* Were external stakeholders directly mveolved in this transition? Yes/Mo
# Did stakeholders have the capacity to fully engage in this transition? YesMo
= Dhd the company have processes i place to assure that staff selected to engage with the
commumnity through the transition had a specific skill set? YesMo

= What engagement techniques did the company employ with stakeholders dunng the
transition process?

o Inyour opimion, was this engagement effective? Ves/MNo
o Inyour opimion, was this engagement sufficient? YVes/MNo
Information sharing
= Did the company(ies) share mformation about the transition to the general public?
» What was the lead time for this transition?
o Was this information public? Yes/Mo
+  Would increased transparency on behalf of the company impact the nsk of corporate-
commumity relationship breakdown? Yes/MNo
Challenzes, and perspectives, Jessons
* What do you consider to be the key challenges for a corporate transition?
o Were these challenges anticipated by those camrying out the transition?

* How could actors from community and company complement each other's work dunng a
transition?

* (iven the benefit of hindsight, is there anything you would do different with the
transition you were involved in? Tes/Mo
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o If yes, what?

* What types of indicators signify a successfil transition?

+ Ifyou were to advise a company/commmunity on how best to navigate a corporate
transition, what would you tell them?
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APPENDIX D: NVIVO STOPPED WORDS LIST

a able about above absolutely after again against all along also always am amount an and another any
anything are area areas aren’t aren't around as aside ask asked at away back band barrick basically be
because become becomes been before being below between big bit both brought but by call called
calling can can’t cannot can't cause certain clear clearing come comes coming continental could
couldn’t couldn't creek creeks day days definitely did didn’t didn't difference different do does
doesn’t doesn't doing dome don’t done don't down during each early end even evenly ever every
everything few first firsts for fort from further get gets getting given going goldcorp gone good got
had hadn’t hadn't happen happened happening happens hard has hasn’t hasn't have haven’t haven't
having he he’d he’ll he’s he'd he'll her here here’s here's hers herself he's hey him himself his how
how’s how'sii’d i’ll i’'m i’ve i'd if i'll i'm in into is isn’t isn't it it’s its it's itself i've james just kind
kinda know knowing knows lake last let’s let's like long look looked looking looks lot lots
mackenzie made many may maybe mcleod me mean means milligan more most Mt. much mustn’t
mustn't my myself nak’azdli nations never next no nor not nothing nothings now number numbers of
off on once one ones only or other ought our ours ourselves out over own part parts placer point
pretty probably put putting q10 g11 really right said same say says see seen set shall shan’t shan't
she she’d she’ll she’s she'd she'll she's should shouldn’t shouldn't show showed showing shows side
sides significant significantly so some something sort sorts start started starting state stay stayed stays
still stuff such sure take taking terrane than that that’s that's the their theirs them themselves then
there there’s there's these they they’d they’ll they’re they’ve they'd they'll they're they've thing things
think thinking this thompson those though through throughout to too towards tried try trying turn
under until up upon us very want was wasn’t wasn't way we we’d we’ll we’re we’ve we'd well we'll
went were we're weren’t weren't we've what what’s what's when when’s when's where where’s
where's which while who who’s whole whom who's whose why why’s why's will with won’t won't
would wouldn’t wouldn't would've yeah you you’d you’ll you’re you’ve you'd you'll your you're
yours yourself yourselves you've
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