
ANATOMY OF A JOINT VENTURE

One First Nation’s determination has set a new
benchmark in northern mining

GARY WILSON

In August 1993, Loki Gold Corporation proposed to develop a bulk-tonnage,

low-grade heap leachable gold deposit located 57 km due east of Dawson City.

The property comprises 788 contiguous mineral claims covering 16,135

hectares (a roughly rectangular block 15 km. east-west by 9 km. north-south - see

map). The deposit contains close to 1,000,000 ounces of recoverable gold, with a

value of approximately $340 million Canadian at current market prices. It lies

along the northern bank of a river of some significance in the history of mineral

extraction: the Klondike.

Exactly 100 years ago, gold found in a little tributary to the Klondike River

brought a tidal wave of fortune-seekers to this area. History books frequently

reproduce the photo of thousands of miners trudging to the gold fields through

the ice and snow of the Chilkoot Pass.

This romantic image of the quest for gold says nothing about the hardships

which the gold rush foisted upon the First Nation peoples of the area.

Miners paid little heed to the rights of
the land’s human occupants, the Tr’on
dek Hwech’in. Many fled downriver to
live in which is now the State of Alaska.
Those that stayed behind lost much of
their traditional way of life and culture
through a process of assimilation.

Time has brought some healing, fortu-
nately. The deep, rich heritage of the
Tr’on dek Hwech’in has reasserted itself.
Today we find this same First Nation ex-
ercising significant political and eco-
nomic influence.

The story of how we struck a deal with
Loki Gold Corporation is indicative of
how things have changed. The change lies
partly in the environmental guidelines
and aboriginal land claims to which eco-

nomic development is now subject. More
important, however, is the new ability and
determination of local people to insist on,
enforce, and imbed these legislative de-
velopments in human experience. This
time, the First Nation could and did take
action to ensure that its people prospered
as well as outside interests.

THE PROPOSAL

The proposed Brewery Creek Mine is
located on Tr’on dek Hwech’in (a.k.a.
Dawson First Nation) traditional lands.
The properties are abutted on both the
west and south by that nation’s interim
protected land selections. While Brewery
Creek is not a large mining project, Tr’on
dek Hwech’in’s economic development
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strategy calls for the development of all
linkages from resource development pro-
jects on its traditional lands and those it
has claim to. The most effective method
to develop or foster these linkages was to
be an equity partner in the project.

Workforce for the construction phase
was to be contracted out to qualified Yu-
kon businesses. Most of the workers will
be from the Yukon. A maximum of 150
people is estimated to carry out the con-
struction phases at any one time. The
operation of Brewery Creek will require
about 80 year round positions and 30 win-
ter positions. Workers will be required to
find accommodation in Dawson City and
its environs. Shift workers will be bussed
to and from the mine site from Dawson
City. Supplies will be trucked in from
either Dawson City or Whitehorse.

PERCEIVED BENEFITS

The First Nation entered negotiations
with clear and tangible goals. We realized
that the mining company must under-
stand that First Nations want to play a
larger role in the economic activities tak-
ing place on their traditional territory.
The mining industry is beginning to real-
ize that some things they have taken for
granted in the past, such as access to
minerals, have a cost. This heralds the
beginning of a new relationship between
First Nations and mining companies - a
relationship we were confident we could
cultivate with Loki Gold.

Although, Tr’on dek Hwech’in is more
fortunate then many First Nations in the
Yukon in respect to economic develop-
ment, it is still a long way from having a
thriving internal economy. With the com-
pletion of land claims negotiations, it is
important that the First Nation be well-
positioned economically to move forward.

This has to be accomplished through
many different avenues. Full employ-
ment and the development of en-
trepreneurial skills are but two essential
ingredients. A well-crafted economic de-

velopment agreement with Loki Gold
would give Tr’on dek Hwech’in the abil-
ity to break away from seasonal employ-
ment opportunities and provide the
opportunity to train First Nation mem-
bers for skilled jobs. It would also enable
First Nation members to invest in their
own employment by presenting a field for
individual entrepreneurship.

At the time of negotiations, Loki Gold
predicted an 8-year life expectancy. When
the mine closes, it is imperative that skills
and opportunities that have been devel-
oped by an economic development agree-
ment will continue to have a positive
impact on the First Nation. Therefore
emphasis will be shifted from direct em-
ployment benefits to upstream benefits.

A primary benefit for Loki Gold was
certainty with respect to the legal opera-
tion and aboriginal rights and title. The
ability to secure quiet enjoyment of the
property, easement on the right of way
into the property, and preferred access to
additional land for the purposes of explo-

ration was essential for Loki’s success.
Tr’on dek Hwech’in has not negotiated a
Land Claims Agreement, and therefore
has not ceded or surrendered any rights
within traditional territory. Even if Tr’on
dek Hwech’in had a Land Claims Agree-
ment, the nation would still retain sub-
stantially unaltered harvesting rights and
rights to water quality. Loki Gold’s propo-
nents could not risk being challenged
with respect to fundamental rights to op-
erate.

Of equal concern for Loki was securing
political support and direct advocacy for
the project from the First Nation with
regulatory bodies like the Yukon Water
Board and the Regional Environmental
Review Committee. Securing an agree-
ment with the First Nation was also im-
portant for Loki insofar as financing the
project was concerned. They were deal-
ing with a European bank which was most
anxious that no unforeseen difficulties
arose between the project owners and
local aboriginal interests. Finally, Loki
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was interested in securing local co-opera-
tion in the provision of power, transporta-
tion services, and the development of
housing.

While looking at possible benefits and
contributions, Tr’on dek Hwech’in was
also participating on the Regional Envi-
ronmental Review Committee. Out-
standing environmental concerns had to
be fully addressed before the endorse-
ment of any economic development
agreement. From the commencement of
dealings with Loki Gold, Tr’on dek
Hwech’in Chief and Council made it
clear that protection of the environment
was the number one priority. If the mine
proposal failed to address these concerns,
it would not be allowed to proceed.

NEGOTIATING TEAM

Early in the process it had been recog-
nized that a team of experienced indi-
viduals would be required to assist in
negotiating an economic development
agreement with Loki Gold. During the
months of November and December,
1994 we requested proposals from several
people experienced in the mining indus-
try and in work with First Nations. From
the proposals received and personal inter-
views, we selected a small group of quali-
fied individuals.

The negotiating team was made up of
three outside consultants and four First
Nation representatives. The three con-
sultants had expertise in mining issues
and negotiating aboriginal/private mining
joint ventures, technical expertise on
mine development, and experience deal-
ing with legal issues pertaining to aborigi-
nal business and mining.

From the Tr’on dek Hwech’in were a
staff member of Chief Isaac Incorporated
(the First Nation economic development
corporation), two members of the Tr’on
dek Hwech’in, and a representative from
Land Claims.

One person was designated as the
overall co-ordinator of the consultants,

meetings, seminars, legal experts, and
other events related to the negotiations.
The two representatives from Tr’on dek
Hwech’in were responsible for ensuring
that the wishes of the First Nations com-
munity were presented at the negotiating
table. They also disseminated informa-
tion to the community on negotiation
proceedings. The land claims repre-
sentative was there to ensure that the
negotiations reflected environmental and
land claim concerns. It was essential that
these individuals participate to maintain
the community’s voluntary involvement
in the negotiating process.

THE NEGOTIATIONS

In the middle of January 1995, our se-
lected consultants came to Dawson City
to present a workshop to First Nation
members on mining related issues. On
the final day, we had a strategy session
which also included our legal counsel.
During this meeting, we came to an
agreement on the agenda items we would
pursue in an economic development
agreement. On the basis of these items,
the First Nation then developed a draft
proposal. It was forwarded to Loki in ad-
vance of the first negotiation session
(later that month) so they could have the
opportunity to respond in an informed
fashion. A business due diligence on Loki
was also started.

We wanted to be very clear about Tr’on
dek Hwech’in’s agenda. Brewery Creek
Mine would be located on land which Tr’on
dek Hwech’in’s ancestors had hunted and
trapped for centuries. It is also the subject
of a Tr’on dek Hwech’in land claim, so any
mineral extraction project required not only
our approval, but our participation as well.
As economists well know, access to re-
sources is an economic cost, one which must
be borne by the project. As a First Nation
committed to strategic economic develop-
ment, we fully intended to be beneficial
partners in all mineral resource extraction
projects on our land.

We were basing our position not only
on our inherent right to the land, but, just
as importantly, on our ability to deliver
benefits to our potential partner. A cur-
sory calculation by the consultants
showed that our participation in Brewery
Creek would add several million to Loki’s
bottom line. This was without a thorough
investigation of the tax benefits to be
derived from Tr’on dek Hwech’in poten-
tial participation. Our intention was to be
a good partner, acting in a responsible, busi-
ness-like fashion in order to gain from and
to confer benefits on potential projects.

The second round of negotiations,
held in Vancouver early in February,
brought agreement on several issues.
Loki was reluctant to discuss specific
agenda items tabled at the previous
meeting, however.

At this point we realized that the min-
ing company was not willing to negotiate
on any issues that might constitute an
actual working relationship. It was obvi-
ous that getting a significant agreement
with the company was going to be a more
arduous task than we had expected. We
had to re-evaluate our strategy.

HEAVY GOING

The problem with Loki Gold, as with
many resource-based companies, was that
they did not comprehend aboriginal
rights. They were an old-style organiza-
tion that believed in the inherent right to
develop resources without addressing the
real concerns of a First Nation. They did
not recognize the new order inaugurated
by the land claims process.

Loki repeatedly refused to adhere to
pre-agreed agenda items. Negotiations
actually broke down over this at the sec-
ond session. There, Loki had agreed to
discuss equity participation as part of the
agenda, and then reneged. We saw it as
cause to break off talks. Over time, Loki
proved most unco-operative in allowing
access to information for due diligence.
They were unwilling even to discuss the
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potential for substantial project savings
that the First Nation could bring to them.
They also were prone to misrepresent
intentions, discussions, and meeting re-
sults. Once having reached what we felt
was substantive agreement in negotiation
they would offer to write up the results of
our talks. What they “wrote up” repeat-
edly bore no relationship to what was
agreed upon.

Negotiations became very confronta-
tional. We learned that all upper level
Department of Indian Affairs and North-
ern Development bureaucrats and Yukon
Territorial Government politicians were
being lobbied by Loki. At this time we
considered our option to inform the me-
dia of the company’s unwillingness to ne-
gotiate a legitimate economic develop-
ment agreement. From the first, Tr’on
dek Hwech’in had been attempting to
build a relationship of trust and co-opera-
tion in order 1) to ensure Loki’s success
in the development of the Brewery Creek
project and 2) to develop economic bene-
fits for First Nation members. If the latter
aspect was not acceptable to the com-
pany, there was no reason for them to
enjoy the former.

BREAKING THROUGH

We had began with the assumption that
we were going to negotiate with Loki to
obtain the full range of benefits and eq-
uity participation, with contracting, and
employment preference. We stuck to our
guns for several months despite intense
resistance from Loki. Now we were at an
impasse.

Then we began to re-evaluate our po-
sition on equity participation in light of
our research into the company. Surpris-
ingly, we discovered that our position on
equity was not justified by the facts based
on untried technology in northern loca-
tions. The company was experienced in
exploration, but inexperienced in mine
development. In addition, because Loki
was a junior mining company and this was

their only project, it was difficult for them
structurally to address this as a stand-
alone project.

From this we deduced that equity in
the project was not desirable after all from
the First Nation’s point of view. The ex-
posure to risk would be simply too great.
So we changed our position and sought a
cash settlement instead. This change
proved to be the dealmaker. Loki re-
sponded with some relief to the notion of
a cash payout instead of equity.

On April 28, 1995, Loki and Tr’on dek
Hwech’in signed a memorandum giving
effect to six specific clauses which gave
Loki the support and stability they
needed for the on-going development of
the project. This was broadened August
17, 1995 to include a clause requiring
Loki to pay compensation to Tr’on dek
Hwech’in members who are able to dem-
onstrate they have suffered economic loss
or reduction in harvesting opportunities.
At the same time, Tr’on dek Hwech’in
issued Loki a quarry permit authorizing
the company to take granular resources

from interim protected Tr’on dek
Hwech’in settlement land.

LESSONS

Looking back, a number of lessons were
learned both in technical terms and re-
garding the art of negotiations.
The importance of having a clear &
mutually agreed upon agenda.
Negotiating an agenda with Loki as the first
step was very valuable in keeping the talks
on track and providing us with the nec-
essary leverage to force the talks back
to issues that were important to us.
The importance of on-going
research, analysis, & flexibility.
Our determination to know as much
about Loki as Loki itself did, to feed this
information into our strategy - and to
change our strategy to reflect the facts, if
need be - was crucial to the negotiation’s
success.
The importance of a well-organized
negotiating team.
The negotiations with Loki went well
because we had an experienced and well-
organized negotiating team. This cannot
be emphasized enough.

The team was fully equipped with an
experienced negotiator, technical mining
expertise, the development corporation’s
CEO, a legal representative, a land claims
technician, and appropriate political lead-
ership in the form of the Chief.

The team stayed in frequent and regu-
lar contact both on- and off-site, took
copious notes, and made certain that
opinions, minutes, and other written rec-
ommendations were circulated and dis-
cussed between team members prior to
any contact or negotiating sessions. Be-
cause of this discipline, tactics were easily
arrived at, agreed to, and implemented.

The value of note-taking was repeat-
edly demonstrated because of numerous
incidents of misinterpretation, counter-
offers, and Loki’s continuous efforts at
misrepresentation. In addition, the team
maintained persistent and timely intel-
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ligence-gathering efforts into Loki’s in-
tentions, positions, and key vulnerabili-
ties. This conferred on us a strategic ad-
vantage.
The development of internal
resources and experience.
With respect to future projects or joint
ventures, Tr’on dek Hwech’in can rely
more readily on internal resources.
Through the process of negotiating this
agreement the Tr’on dek Hwech’in has
developed the necessary experience to
deal with other economic development
initiatives and joint ventures.

Another important outcome through
this entire process was the First Nation
realized that lawyers and consultants are
tools to be utilized, not icons to be wor-
shipped.
The realization that the Tr’on dek
Hwech’in has power.
This was the key lesson. The negotiations
proved that aboriginal rights and title
have significant meaning. Land and re-
sources within Tr’on dek Hwech’in tradi-
tional territory belong to Tr’on dek
Hwech’in. Proponents of any economic
development strategy must have Tr’on
dek Hwech’in participation and approval.
Tr’on dek Hwech’in can now assert with
authority that major projects in tradi-
tional territory will not proceed without
active involvement and realistic benefits
for Tr’on dek Hwech’in.
 An increased understanding of
First Nation development issues.
The final outcome for Loki was that they
had an opportunity to become more aware
of the inherent rights of First Nations and
the impact land claims have on doing
business in traditional territory. During
the process of negotiations, First Nation
inherent rights were often a point of con-
tention. The final outcome of the agree-
ment reflects a positive process which
both Loki and the First Nation went
through in order to develop a mutual un-
derstanding which supports the desired
outcomes of both organizations.

FINAL OUTCOME

On March 27, 1996, Loki merged with
Viceroy Resources and in June 1995,
Loki/Viceroy’s principals initialed the ac-
cord. Since this time agreement has been
reached on all outstanding issues with the
exception of a clause dealing with Tr’on
dek Hwech’in administration of the rec-
lamation fund. Loki/Viceroy have indi-
cated support for Tr’on dek Hwech’in’s
initiative, but the First Nation has run
into a roadblock with the federal govern-

ment. Before proceeding further, Ottawa
requires an advance ruling from Revenue
Canada. First Nation legal counsel has
finally expressed an opinion to the effect
that Tr’on dek Hwech’in will not be in the
legal position to pursue such a ruling until
the Final Agreements come into effect.

So - the final outcome is still to be
determined. Tr’on dek Hwech’in General
Assembly will consider the accord on No-
vember 30 of this year. As provided in the
accord, Loki rights on Tr’on dek
Hwech’in settlement land are subject to
the assembly’s approval.

Parts of the accord, have been opera-
tional since the spring of 1995, however.
Tr’on dek Hwech’in has received the first
payment for “quiet enjoyment.” Agreed

upon amounts have been provided for
apprenticeship and scholarship funds. A
First Nations liaison representative was
hired last May. First Nations management
and technical representatives have been
appointed to the Loki local mine manage-
ment team and are currently functioning.

The First Nation has received several
contracts to provide services at the site
during the mine construction and also
during its operation. Specifically, Han
Housing Limited, the First Nation con-
struction firm, has received and com-
pleted the contract for the camp
construction. Han Housing has also been
contracted to complete the interior con-
struction of the Assay Lab. Tr’on dek
Hwech’in has the bus contract to provide
transportation from Dawson City to the
mine site. A Tr’on dek Hwech’in/Pro-
con/PCL joint venture (Tr’o’juu Con-
structors) has built the access road to the
mine and has also constructed portions of
the leach pad that will be used in the gold
extraction process. A local petroleum and
freight delivery company and the First
Nation have developed a joint venture
and is providing fuel and lubricants to the
mine operation as well as satisfying the
bulk of Loki/Viceroy freighting require-
ments.

At the peak of construction this past
summer, 45 Tr’on dek Hwech’in citizens
were employed on the project, either by
Tr’o’juu , Loki/Viceroy, or one of the sub-
contractors. Had more Tr’on dek
Hwech’in citizens been willing and able,
this number would have been higher. ›

GARY WILSON, former general manager
and CEO of Chief Isaac Inc., is on staff at
Communitas, a housing and CED technical
assistance organization based in Washing-
ton state.
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