Zeom:DUAND WATER RESQURCES {-827-560~2718 T-144 P.05/09 .?cb~?3!

/E "'"'»"fr"\‘\ AND NOS R 2
] «‘,FFA;"‘P_ a-\-._..'.
g’ NWT REG,
Breakwater Resources Ltd. | .., ..
2000-85 Wellington Street West ‘ WTES A
Toronto, Ontario, Canada M3J 2N7 DS o
Fax {418} 363-1316 TeL (4716 3634788 i VEL

January 5, 2001

L_—Hﬁ:OrNKNWJ-_ & ,’,"\"

Brian Gibson e e ;
Land and Watser Management Division e R |
Northern Affairs Program } LJ L5, —kt/_,}
Departmeant of Indian Affairs and Northern Development | f “
10 Wellington Strest, Room 637 i1 . j)
Hull, Quebsc K1A OH4 I

Dear Mr Gibson:

Nanisivik Mine, a division of CanZinco Ltd.
Reclamation Security - Watar Licence No. NWB1 NAN 8702

As previously agreed in your correspondencs of December 18, 2000 with David
Jennings of AON Reed Stenhouse, enciosed please find our Security Bond
#11133838248 in the amount of C$4,000,000 to substitute for the exisung
raeclamation security held by DIAND in the form of a stand-by letter of credit issued by
Ths Bank of Nova Scotia.

Accordingly, we would appreciats prompt return of the aforesaid letter of credit to my
atisntion for onward transmigsion to The Bank of Nova Scotia for cancellation.

Your cooperation in this is much appreciated.

Should you have any guestions or concerns do not hesitate 1o contact me at your
sarliest convenisnce.

Yours truly,
Breakwater Rssources Lid.
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c.c.  Ron Light, Nanisivik Mins
Scott Stewart, The Bank of Nova Scctia
By fax, Brian Gibson 818-997-9823
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e s _ FIREMAN'S FUND INSURANCE COMPANY
NATIONAL SURETY CORPORATION _ ASSOCIATED INDEMNITY CORPORATION
THEAMERICAN INSURANCE COMPANY AMERICAN AUTOMOBILE INSURANCE COMPANY

GENERAL POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS: That FIREMAN'S FUND INSURANCE COMPANY, s Califomis corporation. NATIONAL SURETY CORPORATION,
an iliroit corporaien. THE AMERICAN INSURANCE COMPANY, & New lersey corporstion scdomesticaied in Nebraske, ASSOCIATED INDEMNITY
CORPORATION, o Celiferniz corperaion. wnd AMERICAN AUTOMDBILE W’SURANCE COMPANY, & Mistour corporaton. (hargir sollsctively called “ihe
Companies”) docs each hereby appoint - Joan Bagnall, William N, Burke, Dan W, Burton, Judy A.
Etheredge, Joy Hajovsky, Michasl J. Herrod, Karen M. Kellner, Wendy W.
Stuckey and Lupe Tamayo of Houston, TX.

their mue ang lawly] Anomey{s)-in-Fazt, with full powsr of suthonty hereby conferred in their name, place 1nd sieed, 10 sxecuis, sesi. 0nowizdge snd deliver sny and all
bonds, underakings, recegnizances o7 Othes Wiitien oELFEUCDS In e MBI ETE0] o e e e e e e

and 1c bind the Cempanies theraby s fully and 1o the same extent &t if sush bonds were signed by the Presicent. sealed with the corporaic sealt of the Companies =nd duly
sfiesied 3y the Companies’ Sccrotary, hereby ranfying and confirming sl that the said Anomey(s)-in-Fael may do in the pramises. ‘

Thit powsr of enomey is granied uncer snd by the suthonty of Amicle VI of the By-laws of FIREMAN'S FUND INSURANCE COMPANY. NATIONAL SURETY
CORPORATION, THE AMERICAN INSURANCE COMPANY. ASSQCIATED INDEMNITY CORPORATION snd AMERICAN AUTOMOBRILE INSURANCE
COMPANY which provitiohs are new in full force 2ad effect

This powe: of afiorney is Gipnzd and iealed undzr the authoniy ef e !quw:r-__ krsolution adopied by the Bowd of Dirzcwon of FIREMAN'S FUND INSURANCE
COMPANY, NATIONAL SURETY CORPORATION, ThE AMERICAN INSURANCE COMPANY, ASSOCIATED INDEMNITY CORPORATICN and AMERICAN
AUTOMOEILE INSURANCE COMPANY aca meenng duly calied and ha'd, or by writien contert. on the 15th day of March. 1995, and s3i¢ Recalunion has pnot basn
emended or 1epesled.

“RESCLVED, thai the signalure of any Vice-Prenident. Assistart Secretary. and Rexiden: Assisiant Secretary of the Companiss, and the seai of the
Companics may e affincd or prinicd of any pawer of sitomey. on any revocalion of any power of atomey. of eh eny cenificale relating therete. by
facsimile. ana any power of 2ucmey, eny fevocation of any power of auemey. of centificare beaning such facsimile signerure of fecsimile seel shail b
valid znad binding upen the Compenics” I
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ies have caused :i:ggmgszms 10 be sipred by they Vize-Presidem, end their corporate eeals 1o be h:/géma affixed
. . J

FIREMAN'S FUND INSURANJE COMPANY
NATIONAL SURETY ¥
THE AMERICAN INSUR

STATE OF CALIFORMNIA } Viee Prevdeny f//
ss
COUNTY OF MARIN
Om this D 9 dey af AuG‘L‘. s ,w_ . 5efore me PUSD'HE”}:‘ pame H&‘rcld N . H&r Sh 16 me knowh,

wha, betng Dy me duly sworn. did copose end say: Ut he (s a Vice-President of each company. described in and wiich exccuted the tbave instrument: thes he knows the
seais of the sid Companies: (al the seals affixed 1o the said instroment are such company seals; that they were 5o affized by erder of the Baard of Dircciors of said sompanies
anc thal ke signed Ms name Lherzio by like order.

TN WITNESS WHEREQF, | heve hereyrte set my hend end affixed my off]

L OCANMFD
Commissicn # 1 143726
Notary Puoiic - Coilomic
MaIn Codnty

y Comm, Exores Ny

cia] szel. the dey and year herein first shove wrinen.
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STATE OF CALIFORNIA }
55
COUNTY OF MARIN

!, thz undersigned, Resident Assistent Secretary of rach comfa:r). DC HEREBY CERTIFY that the faregoing and srachsd POWER OF ATTORNEY remaing in fuii faree

and hes not been revokesd! and furthermare that Anicle VID ol the By.iswa of esch campany, and the Resslution of the Board of Directors: eet farh in the Powsr af Anomay,
e now in fore,

Signec w0d sealed 31 the Coumy of Marin. Dajedthe _ Z15T day of Dscember
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WATER LICENCE SECURITY BOND

BOND NQO. 11133528246 AMOUNT: %4,000,000.60

KNOW ALL PERSONS BY THESE PRESENTS, that we, CANZINCO LTD.,
{hereinafter called the “Principal”} es Principal and FIREMAN’S FUND INSURANCE
COMPANY, (hereinafter called the “Sureny”) as Surety are held jointly and severally bound unto
Her Majesty the Queen in Right of Canada represented by the Minister of Indian Affairs and
Northern Development, (hereinafter called the "Obligee”) in the sum of Four Million Dollars
($4,000,000.) of lawful money of Canads, to be paid unto the Obligee, his successors and assigns,
for which payment well and trulv to be made, we, the Principal and the Surery, jointly and
severally bind ourselves, our respective heirs, executors, administrators, successors and assigns,
firmly by thesc presents.

WHEREAS the Principal has an interest in & water licence $NWBINANS702 (the “water
licence™) originally granted to Nanisivik Mines Limited by the Nunavut Water Board for the term
July 31, 1997 to July 30, 2002 pursuant to the provisions of the Northwest Territories Waters Act
(“the Acr’) and the Regulations thereunder and the Nunavut Settlement Area Land Claims
Agreement, and is required pursuant thereto to furnish and maintain security in the sum of:

a) within thirty (30) dayvs of issuance of the water licence, an amount of One Million Dollars
($1,000,000.);

b) and One Millien Dollars ($1,000,000.) annually thereafier for the term of the water licence;

c) such further or other amounts as may be required by the Boerd based cn annual estimstes of
current mine restaration liability in accordance with Part H, Item 3 of the warer licence;

all sueh amounts in the lawful money of Canada, which security may be applied by the Obliges
pursuant to subsectian 17(2) of the Northwest Territories Waters Act.

AND WHEREAS the Obligee has agreed to accept this Bond as the security reguired by

the said water licence.

NOW THE CONDITION OF THE ABOVE OBLIGATION is such that if the Principal
shal] fully and faithfully comply with end satisfy the obligations imposed on the said Principa} by
the water licence, the Northwest Territories Waters Act and the Regulations thereunder such that
there is ne need for the security to be applied to pay compensation pursuant to paragraph 17(2)(a)
of the Act or te reimburse the Obligee [or reasonable costs incurred pursuant 1o subsections 37(3)
or 38(1) of the Act, then the cbligation shall be void bu!l otherwise shall be and remain in full
foree and effect in accordance with and subject to the terms end conditions set forth in the said
Act and shall be subject to payment a3 provided by the said Act.

PROVIDED THAT the total liability imposed upon the Principal or Surery by this Bond
and any and all renewals thereof shall be concurrent and not cumulative and shall in ne svent
exceed the amount wrinen gbove or the amount substituted for such amount by any subsequent
endorsement or renewal certificate,

crvwindowsiiempinanisivik bond (final).doc

JeaT31



w3
!
L=
3
£ay
[a5]
(52
¥

FromiDIAND WATER RESOURCES t-287-£58~2718 T-244 P 07/03

PROVIDED THAT this Bond is effective on the date that it is signed and expires on July
30, 2003 or on the date that is one year beyond the termination of the warer licence should the
water licence terminate before July 30, 2002,

PROVIDED THAT, if the Surety at any time gives at least three calendar months notice
in writing to the Obligee and to the Principal of its intention to terminate this obligation, then this
chligaticn shall be deemed 10 be terminated on the date sfated in the notice, which date zhnll not
be less than three calendar months after the date of the receipt of the notice by the said Obligec or
by the said Principal, whichever is the later date of receipt, provided that, should the Principal
fail, within two calendar months of the above-referenced later date of receipt, 1o provide a
replacement security in et |east the same amount as this bond in a form acceptable to the Obligee,
the Surety shall automarically and immediately pay the full amount of the bond 1o the Obligee.

SIGNED, SEALED AND DELIVERED daied the 2ist  day of _Dapambar .
2000 in the presence of:

CANZINCO LTD.
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