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A  division  o f  CanZinco Ltd.
PO Box  225

Nanisivik   NU     X0A 0X0

Telephone: 867-436-7351

Facsimile  : 867-436-7040

bheath@nu.breakwater.ca

July 08, 2002

Mr. Philippe di Pizzo

Executive Director

Nunavut Water Board

P. O. Box 119

Gjoa Haven, NU

X0B 1J0

SENT ELECTRONICALLY TO pdipizzo@polarnet.ca
Dear Philippe:

Following the close of regular business hours on June 24, 2002 I received your letter dated June 20, 2002 outlining comments the Nunavut Water Board (NWB) has made with respect to our Closure and Reclamation Plan, filed on February 28, 2002.  Although the receipt of the letter was somewhat outside the time frame you indicated during the public meeting held in Arctic Bay on June 06, 2002, you have our assurance that we will make our best efforts to deal with each of the issues identified in a timely fashion, within the guidelines established below.  

However, given the scope and complexity of the information to be provided, the size of the files to be transferred and also taking into consideration the delay in receiving your list of comments, we formally request that the information not contained in or appended to this letter, be permitted to be submitted to you by no later than 3:00 MT on July 12, 2002.  This will give us the balance of this workweek to compile and transfer the information to you.  There are some requests, though, such as the requests for photographs where such an extended deadline still does not make it practical to ship the requested information prior to the scheduled hearings.

I am sure you can also appreciate that our efforts are being further hampered by the vintage of some of the information being requested.  While we have no difficulty in sharing items such as the BC Research baseline investigations, geochemical mapping and the like, such information is not available electronically.  The best we can offer is to have our copies of such information shipped south, most likely to our office in Bathurst, New Brunswick, have it copied there on their equipment and shipped back to site in sufficient numbers to satisfy all of the parties involved.  We are confident that if we are permitted to do this, we will have all of the information available in sufficient quantities by the time of the commencement of the public hearing on July 22, 2002.

With respect to the comments made, we believe that the best way to approach our response is to work through the points on an individual basis, as they were presented by Dionne Filiatrault in her June 20th letter.

1.  PRE AND POST CLOSURE MONITORING DATA

Immediately above you have our assurance that once copies are made in sufficient quantity, the pre closure monitoring data including baseline information and geochemical mapping will be made available to you at the time of the hearing. These documents once provided will augment the copies provided to you at the time of the water licence renewal.  In addition, we draw your attention to Volume Two of the Closure and Reclamation Plan wherein a complete inventory and summary of the studies carried out, commencing with the 1974 studies, is provided.

On a related note, in case it is not clear from the Plan that was filed, this is our assurance that any closure activities will include a comparison / reconciliation of pre and post closure data and a further assurance that all such testing data will be incorporated into our annual environmental progress report as contemplated at Section 8.1.2 of the Plan.

2.  PHASE 2 ESA – TANK FARM AREA

As you may already know, Gartner Lee will commence the Phase 2 work on July 13, 2002 and we have confirmed with them that the study must include the tank farm area.  A memorandum from Eric Denholm of Gartner Lee is attached confirming these, and other arrangements.

This may also be the opportune time to address the general topic of the Phase 2 ESA.  At the public meeting on June 06th there was a general consensus that there was a hierarchy of wishes in this area.  The ideal situation would be that the Phase 2 ESA had been completed by the time of the public hearing and you had a final report in your possession. Alternatively, if the work had been completed but only a draft report was available, it was agreed that this would have to suffice.  The least favoured option was that no report (either final or draft) was tabled, but we did make available to you Eric Denholm who would speak to the work on the Phase 2 ESA that had been completed to that point and the work still outstanding.  Unfortunately, the window of opportunity to carry out the work and the hearing dates will dictate that the third option be selected.

3. HYDROLOGICAL STUDY OF WEST TWIN LAKES TAILINGS MANAGEMENT AREA

Much like the situation facing the Phase 2 ESA, the window of opportunity to carry out this work is in conflict with the hearing dates, although the work is scheduled for completion this summer.  However, as an alternative, we are again able to commit to make available our independent expert in this area, who will be prepared to answer all technical questions.  Jim Cassie of BGC will be in attendance at the hearings and will  respond to any questions raised by the Board or any other interested parties on this subject.

4.  WASTE ROCK BALANCE SHEET

Much of the information has already been provided to the Board at Tables 1, 2 and 3 of the 2001 Annual Water Report.  However, we recognize that the material presented as part of that report may have some deficiencies, including not projecting 2003 activities.  These deficiencies, for the most part, are brought about by the fluid nature of our waste rock recovery program.  However, in an effort to put at ease the mind of the Water Board, we would suggest that we append to the monthly Surveillance Network Program (SNP) Report a complete summary of waste rock activities for the previous month.  We would be receptive at the time of the public hearing to discuss with the Board, the format that this report will take and the information to be included.

5 / 6. DETAILED SCHEDULE OF ACTIVITIES / DEADLINES OR MILESTONES 

We have found it impossible to address this issue in any meaningful fashion without some clear definition of how large or small the reclamation project is likely to be.  As the Board knows, discussions are currently underway with the Government of Nunavut to explore all opportunities to transfer the assets located at Nanisivik to the Government or some other interested third party.  Those discussions have been ongoing and continue as this letter is being prepared.  The Board must realize and appreciate that it is not as simple as picking between one of two options to determine the amount of work to be completed, establishing the timeframe to have the work completed and also establishing the likely costs of reclamation.  The outcome of those discussions is most likely going to be some compromise that will find some buildings being salvaged and put to alternative uses and other buildings being destroyed.  At this point, we are not able to identify which of the buildings will fall into which category.

We must all be sensitive to the fact that these discussions may not take place quickly as alternatives may only present themselves over a period of time.  In the interim, though, we feel strongly that the infrastructure at Nanisivik must be properly maintained in the best interests of the people of Arctic Bay in particular and the residents of Nunavut in general.  A number of optional uses for Nanisivik are currently being explored which may come to fruition, and will possibly cause the closure of Nanisivik to take place over a longer period than originally contemplated.

The best undertaking that we can make to the Board is that at the public hearing a representative of the Company will be present and in a position to address the topic of the ongoing discussions.  It is also hoped that a representative of the Government of Nunavut will also be in attendance who will also be in a position to speak to the matter to confirm (or debate, as the case may be) the status of the discussions.

7.  LOCATION OF MINE SURFACE OPENINGS

A similar request was made by the Chief Inspector of Mines and a summary table was prepared in response to that request.  The table prepared for the Chief Inspector is attached identifying each of the mine openings to surface, the location of the openings and a brief explanation of the efforts that will be undertaken to secure the various openings.

8.  MINE PLANS AND SECTIONS

Please find attached a summary document outlining the geological mapping of the Nanisivik ore body.  It should be noted that a comprehensive library of plans and sections covering the term of the Nanisivik Mine operation exists and if the Board wishes to view the reference library maintained on site, they may do so at the time of the public hearing. Given the size of the library, we would have to conclude that making copies of the entire library is simply not possible or practical. 

9.  STABILITY OF THE UNDERGROUND MINING AREAS

In response to this request, our Manager of Technical Services (Mr. Guy Lauzier, P. Eng.) has prepared the attached summary report.

10.  CLOSURE COST ESTIMATE

Following the advice and counsel provided to the Company by representatives of the Board present at the public meeting in Arctic Bay on June 06, 2002, but prior to receiving your letter dated June 20th we had contacted SRK Consulting and engaged them to fit our anticipated closure costs into the RECLAIM model.  This work is ongoing and we have been assured that the findings of SRK will be available on or about July 12, 2002.  You have our assurance that as soon as the information is provided to us, we will pass it along to you for your review and comments.

11.  SEISMIC SLOPE STABILITY ANALYSIS FOR WEST TWIN DYKES

Jim Cassie of BGC will be in attendance at the public hearing as committed at Item Three, above.  In addition to being in a position to respond to any technical questions in that regard, Mr. Cassie will also address any technical questions the Board or other parties may have with respect to seismic slope stability, and more importantly the long-term stability of the West Twin Dyke.

12.  PCB STORAGE / DISPOSAL

The inventory of PCB’s on site is appended to this letter.  With respect to the disposal of the PCB’s an outside contractor, expert in this field, has been engaged to ensure that such disposal takes place in the prescribed fashion.  This inventory has, for a long time, been on file with Environment Canada, who carry out annual inspections of our PCB storage facility.

13.  DECONTAMINATION FLUIDS / CLEANING WATER DISPOSAL

The existing system of sumps and pipelines will continue to be utilized to transport cleaning water laden with zinc and lead to the West Twin Disposal Area.  In areas such as the concentrate storage shed where decontamination may be deemed necessary, temporary sumps and water collection systems are planned to be constructed and collected water brought to the West Twin Disposal Area.  Degreasers and lubricating oils will continue to be collected for incineration in the waste oil burner located at the Carpenter Shop.

14.  EXISTING AND OLD QUARRIES / BORROW AREAS

The caution raised by the Board to keep borrow areas to an absolute minimum size is noted and will be heeded.  As well, we confirm our commitment to reshape and regrade these areas when our reclamation project is completed.

15.  AVAILABILITY OF THE PHASE 2 ESA REPORT FOR REVIEW

We can reconfirm for the Board that a representative of Gartner Lee will be in attendance at the public hearing and will be available to answer relevant questions.  At that time, Gartner Lee will be in a better position to address questions with respect to the timing of draft and complete reports.

16.  ACID BASE ACCOUNTING TEST RESULTS

We note the Board’s conclusion that no further kinetic testing to determine acid generating potential is necessary.

17.  TECHNICAL REPORTS

(A) TAILINGS DISPOSAL PLAN 2002 – Another copy of this plan can be easily made available to the Board, if such a need exists.  With respect to the other issue raised, though, there is a concern dealing with the request made by the Board that photographic evidence be included.  Our library of photographs in support of this plan numbers greater than 1,000 and providing them at this time is simply not practical.  We are more than pleased to share them with Board members in advance of or during the public hearing, but getting them distributed within the next two weeks or so is just not possible.  If possible, at the time of the public hearing the pictures can be made available electronically, which we trust will suffice.

(B) TEST CELL EVALUATION 2001 – There appears to be some confusion in this area as Steve Keenan responded to the October 25, 2001 letter presented by Mr. Ramli Halim.  Mr. Keenan’s response letter should put to rest all of the issues raised at this item.  A copy of that correspondence is attached.

(C) WASTE ROCK DISPOSAL (WRD) PLAN – There is some confusion as to what is being requested.  As a general statement, we wonder if it would be beneficial to the Board if we reassert our commitment that all waste rock material that we can physically access in a safe and prudent fashion will be retrieved and disposed of underground.

18.  BRIDGE NEAR DUMP POND

As a point of clarification, the structure in question is a causeway and not a bridge.  Irrespective of its classification, the area has now been filled with a culvert and the longer-term plan is to remove the culvert when mining / milling operations come to a close.  In any event, it is our position that the matter is dealt with sufficiently at Section 6.5.3 of our Plan dealing with site roadbeds.

19.  EXPLORATION DRILLING

Exploration programs have occurred on almost an annual basis since the mine commenced operation.  Most drilling has been done in the spring or fall when the land is  frozen.  The clean up of exploration sites has been done at the end of every exploration project.  The attached site map depicts the surface drill holes in the vicinity of the mine from the Deb Claim to Kuhulu Lake.

20.  DRAWINGS AND DOCUMENTS

We note the concern raised by the Board that construction drawings and other related documents must be prepared by a licensed Professional Engineer.  Where it is prudent to do so or where we are required to do so by statute, we will certainly heed that advice and such work will be carried out and stamped by a qualified engineer and the work will be completed in a manner consistent with sound engineering practices.  For other areas, for instance demolishing buildings (and especially houses if we are required to do that) it is the position of the Company that no such consultation is required and we will proceed in a safe and common sense fashion.

21.  PHOTO LIBRARY AND REFERENCES

As noted above, our library of photographs is quite extensive and providing it as an appendix to this letter is not possible nor even practical.   However, you should know that in the past we have been diligent about taking photographs as work has progressed and will continue with this commitment as the reclamation work continues.  We agree with the position set out in your letter that such photographic support may prove to be beneficial to all parties involved.

Philippe, we believe that this addresses all of the comments that you raised in your letter.  We have made our best efforts to address all of your comments within the timeframe that was established.  In a few instances, however, you will note that we are not able to accommodate your time constraints but we have offered what we believe to be reasonable alternatives.  Not to put too fine a point on it, but if we had received your list of issues for clarification at the time you indicated at the June 06th public meeting, we would have been much better situated to honour your time constraints.

If you have any questions or comments with respect to any of the information set out above or any of the appendices to this document, please feel free to call upon me.

Yours truly,

CANZINCO LTD.
Bill Heath

Vice President

A Member of the Breakwater Resources Ltd. Group of Companies


