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August 14, 2002

NANISIVIK  MINE

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

August 13, 2002

Mr. Thomas Kudloo, Chairman

Nunavut Water Board

P.O. Box 119

Gjoa Haven, Nunavut

X0E 0J0

Dear Mr. Kudloo:

We are writing you today as a follow-up to the public hearing examining the Nanisivik Mine Closure and Reclamation Plan, held in Arctic Bay on July 22 to 24, 2002.  The purpose of this letter is really threefold and the format adopted for this letter will follow these general headings.

1. First, this letter is designed to reinforce those areas where CanZinco feels strongly that reinforcement is required in order for the Board to make an informed decision.  While we were afforded sufficient opportunity during the hearing to present our case, there are areas that CanZinco wants to underscore and where we would ask that you pay particular attention.  There are also areas where supplemental information is available and CanZinco feels obliged to pass that information along to the Board, to be taken into consideration during your deliberations.  In order to do this in a reasonable and consistent fashion, CanZinco will again adopt the eight broad headings of major issues that were adopted in the presentation on July 22nd.

2. Second, CanZinco entered into a number of formal undertakings during the public hearing and would like to address those undertakings here.

3. Finally, in addition to the formal undertakings there were also a number of informal commitments made to provide additional information in specific areas.  CanZinco would like to make the Board aware of the status of those commitments.

It should be stressed from the outset that this letter is being written while discussions about the transfer of certain infrastructure assets at Nanisivik to the Government of Nunavut are ongoing.  As you know from CanZinco’s opening remarks at the public hearing, discussions regarding alternative uses for the Nanisivik site were initiated between Premier Okalik and the President and Chief Executive Officer of CanZinco, Ltd., Mr. Colin Benner, on July 01, 1999.  

Although those discussions have been much more intense and focused since the public announcement regarding the closure of Nanisivik in October 2001, even prior to that date there were meetings and discussions being held on this very important topic on a regular basis.  Although this issue will be generally addressed later in this letter, we wanted to raise it now so you understand how important this issue is to CanZinco, and also to the residents of Arctic Bay.  We also want you and your Board to understand that the ongoing discussions with the GN regarding the transfer of assets have been a significant draw on CanZinco’s resources.  While many of the intervening parties have been focused entirely on the closure and disposal of assets at Nanisivik, CanZinco has had two different but equally imporant issues with which to deal.  The first was the preparation and later the defense of our closure plan.  The second was the preservation of the infrastructure at Nanisivik, which would allow it to remain in place and be available to the residents of Arctic Bay, and possibly used as an industrial enterprise creating training and employment opportunities.  CanZinco feels strongly that the infrastructure at Nanisivik offers a great many opportunities for continued use, and simply cannot be ignored by any of the parties involved.

Before reviewing the eight major issues, it is important to point out to the Board that CanZinco catalogued all of the issues raised by the intervening parties and they numbered almost 200 items.  We believe that we have addressed most of those issues within our eight broad categories.  There may, however, be some individual, technical concerns that have not been addressed as part of our formal presentation or as part of this correspondence.  If that is the case, we would ask that each of the intervening parties identify specific areas of concern and we will address any unresolved issues prior to the second part of the public hearing, which we understand from press reports will be held in mid to late October.

SECTION ONE:  MAJOR ISSUES

A. The first part of CanZinco’s formal presentation on the evening of July 22nd dealt with underground storage capacity.  In each of the submissions from the intervening parties this matter was raised and each of the intervening parties expressed a concern that there was insufficient room in the underground workings to store all of the equipment and debris that was scheduled to be buried underground.  In addition, we felt strongly that the assertion made by John Brodie in his report had to be  challenged.  To be more specific, Mr. Brodie speculated that once mining operations ceased, the underground at Nanisivik would no longer be available as a storage area.

In his presentation, we believe that Fred Bailey (Nanisivik’s Acting Manager of Technical Services) dispelled both of those notions.  Through the use of maps and plans of the mine workings, Mr. Bailey was able to identify a number of storage areas throughout the mine, each having a considerable volume of storage capacity.  In fact, Mr. Bailey pointed out one small area of the underground workings where there would be no difficulty in storing the entire Nanisivik camp, without demolishing or destroying the buildings.  Mr. Bailey also stressed that in calculating the volume of storage capacity underground, CanZinco was being extremely conservative and did not include a number of smaller areas of the mine where material could easily be stored.

With respect to Mr. Brodie’s assertion about access, Mr. Bailey showed on a mine map what is called the “backbone road” which will allow for access from one end of the mine to the other, even after mining operations have ceased.  Mr. Brodie is simply incorrect in his belief that access to the underground workings at Nanisivik will be lost when commercial mining operations cease, and the underground can no longer be used as a repository for used equipment and building debris.

The Board should also know that since the July hearing, CanZinco has been contacted by a consultant to the Government of Nunavut (GN) asking for verification of this information and this verification, along with additional information, has been provided.  It would seem that the GN is considering the volume of storage space underground as part of its discussions related to alternative uses for the Nanisivik site.

B. The discussion with respect to Acid Rock Drainage (ARD) seems to be quite straightforward.  The Board knows from the CanZinco presentation that extensive testing has been carried out and waste rock stockpiles, open pits and the WTDA are all currently being reclaimed so that ARD is not an issue in the future.  The Board also know from CanZinco’s presentation that the Phase II ESA being carried out by Gartner Lee may identify additional areas of concern relative to ARD, for instance along the pipeline right-of-ways, roadways and other areas of particular concern.  If additional areas of concern are identified, they will be incorporated into the reclamation plan.

C. The CanZinco presentation dedicated a great deal of time to the very important topic of cover thickness – how much cover is required to adequately cover the surface tailings?  The fact that a significant amount of time was dedicated to this area is a reflection of its importance, but it is also a reflection of the amount of research that has been carried out and the information that has been gathered over our 27 years of operating in a permafrost environment.  As Bob Carreau correctly pointed out, in this area we are experts and when he tells the Board on behalf of CanZinco Ltd. that 1.25 metres of cover (1.0 metre of shale and 0.25metres of armour surfacing) is sufficient, he is saying that from a firm foundation of field testing, science and practical experience.  

In addition to Mr. Carreau’s discussion about the type of cover to be used, there was also discussion regarding the application of global warming guidelines as they apply to geothermal modeling.  In undertaking this modeling, the worst case scenario contemplated by the International Panel on Climate Change (IPCC) and the Panel on Energy Research and Development (PERD) were used and then expanded upon.  While these two panels project increases of 3.5 to 4.50C, the Nanisivik geothermal modeling assumed 5.50C.

By contrast, the intervening parties who are saying that 1.25 metres is insufficient are not supporting this with any concrete information.  They are simply and quite arbitrarily saying that they intuitively assume that 1.25 metres is not enough, and more cover should be added.  If the intervening parties were to table their rationale for additional coverage, at the very least a meaningful technical debate could ensue, and CanZinco is confident that it would prevail.  CanZinco is currently at a disadvantage, though, where it presents scientifically defensible information and the only rebuttal is, “we want more”.

Possibly this would be an opportune time to point out what CanZinco believed to be a fundamental flaw in the hearing process in which it participated in July.  This is not intended as a criticism, but rather an observation that would hopefully lead to more meaningful hearings in the future.  After the majority of the presentations were made and the technical experts in the room from all parties had an opportunity to review each other’s material and discuss the information presented, a certain momentum seemed to be building.  It seemed that the technical experts in the room were heading toward a consensus and what seemed at the outset to be insurmountable differences actually turned out to be mild differences of opinion and simple miscommunication.

That being the case, the technical consultants to CanZinco and the various intervening parties agreed that they would spend part of the day on July 23rd at Nanisivik discussing approaches.  Unfortunately that did not happen as the hearing consumed more time on July 23rd than anyone imagined, and flight schedules precluded many participants from staying longer.  CanZinco still feels, though, that an open and candid forum for the technical experts may be of great value to the process and to the Board, and CanZinco would welcome the opportunity to host such an event for the technical experts involved, at Nanisivik, prior to the next phase of the hearings.  As well, CanZinco is also supportive of efforts to convene a meeting of the technical experts in mid August to initiate some of those worthwhile discussions.

If shared information and open discussion can help to resolve disagreement on fundamental technical issues such as the amount of cover required for surface tailings, then we wholeheartedly endorse such an approach and CanZinco would hope that the Board would as well.  In an ideal world, such a meeting of technical experts should take place before the public hearing, and not after.

D. The entire topic of soil contamination was left to Eric Denholm of Gartner Lee to discuss in conjunction with the Phase II ESA which is currently being carried out by Gartner Lee.  While Mr. Denholm  was complete in his description of the ESA and provided the proper background for the work they are currently carrying out, the most important part of the message was the commitment made by Mr. Denholm that their Phase II ESA would be complete by the end of September and the results could be shared with interested parties at that time.  It is with that in mind, we suspect, that the Board has intimated that we should anticipate being reconvened in mid to late October to review the results of the Phase II ESA.

During this discussion about soil contamination and the Phase II ESA, Bob Carreau put forward meaningful and important information about the purported 2,000 barrels of waste oil that are allegedly buried in the Nanisivik landfill site.  CanZinco feels confident that the message was adequately conveyed that this simply is not the case.  We trust that the Board will accept the information provided by Mr. Carreau as being truthful and accurate and will disregard statements made by intervening parties and press reports in this area. This underscores the importance of not relying on anecdotal information when making important decisions.

E. Jim Cassie of BCG Engineering made a comprehensive presentation dealing with the stability of structures such as the West Twin Dike.  It should be stressed that in designing the dike, Mr. Cassie assumed worst case events and took all of the necessary cautions in his calculations.  Not much more can be said to add to Mr. Cassie’s presentation, other than to reiterate that all of the parties involved would have benefited if the technical experts had been afforded the opportunity to go to Nanisivik and have their open and frank discussion about technical matters, preferably before the public hearing.  CanZinco again urges that this be permitted to happen before the public hearing is reconvened.  

F. With respect to post closure monitoring, there seemed to be some confusion.  CanZinco is advocating that post closure monitoring be carried out over a period of seven years.  The first two of those years while reclamation work is underway and the final five years after the reclamation work has been completed, but site monitoring is still essential.  At the time of the hearing CanZinco provided to the Board a hard copy of our slide presentation.  CanZinco would like to take this opportunity to draw the Board’s attention to pages 48 and 49 of that presentation, where it is apparent that CanZinco is adopting a flexible approach to post closure monitoring.  If, for sound reason, it is determined that seven years is not sufficient, then the regulators involved will always have the opportunity to require that additional monitoring take place.

This area is sufficiently important that CanZinco believes it is required to reproduce here in this letter the slides presented by Mr. Carreau and the points that he highlighted.

· If at any time there are indications that conditions at the site are not behaving as expected, an assessment of the issues will be made in conjunction with the appropriate regulatory agencies.

· The assessment may recommend:

· Additional monitoring or studies other than those currently proposed in the plan

· Or monitoring for a longer duration than that currently proposed in the plan.

· As sufficient post-closure data is collected, long term projections can be made on the expected behaviour of the site.

· In 2009, a review of all data will be conducted to confirm the “environmental stability” of the site in conjunction with the appropriate agencies.

· If the review demonstrates that the site is stable at that time, and is expected to stay stable in the long term, then the Surface Lease will be returned and CanZinco will have no further involvement with the site.

· This program is consistent with Part H, Item 1 of the Water License:

“The Licensee shall submit to the Board an Abandonment and Restoration Plan in accordance with the Northwest Territories Water Board’s “Guidelines for Abandonment and Restoration Planning for Mines in the Northwest Territories, September 1990.”

· The Guidelines state:

“The monitoring program should be a joint effort between the operator and the regulator with the operator assuming the responsibility during the initial phases.  As it becomes apparent that the program is achieving its objectives, and as the probability of long term problems and maintenance is lowered, the government may assume the bulk of the monitoring responsibilities.”

In summary, CanZinco is not advocating a fixed duration approach to post-closure monitoring.  Instead, CanZinco is suggesting that the duration of the monitoring period take into consideration the results of the monitoring exercise.  If all is found to be satisfactory, then CanZinco will be released from its obligations.  If there are concerns on the part of the regulators involved, the seven-year period may be expanded at their discretion, provided that there is good and sufficient reason to do so.

G. The discussion about security  in general and closure costs in particular is one that will take some considerable amount of time.

First, CanZinco would draw to the Board’s attention the significant difference between CanZinco’s estimated cost of closure and the costs put forward by Mr. Brodie acting on behalf of DIAND.  CanZinco would also ask that the Board recall the exchange between Mr. Brodie and Ken Ball acting on behalf of CanZinco (the conversation going through the Chairman, of course).  

For the sake of expediency, Mr. Ball highlighted only two areas out of many concerns with respect to Mr. Brodie’s calculations, although they were areas of significant concern.  The estimate provided by CanZinco was that the cost of purchasing and transporting lime to be used for water treatment over ten years would total approximately $200,000.  It was Mr. Brodie’s estimate that the cost of that same lime over the same ten year period would be approximately $5,000,000 and when his contingency of 25% was taken into account, the lime would cost approximately $6,250,000 or about 30 times greater than estimated by CanZinco.

The reason for the disparity between these two figures became readily apparent when Mr. Brodie acknowledged that in his calculations he was assuming that the lime would have to be flown in each year.  In the CanZinco calculations, however, it was assumed that there would be an annual sealift and that the lime would be delivered in bulk each year.  If not each year, at least a three-year supply of lime could be purchased without concern for the product.

Mr. Brodie’s rationale seemed to be twofold.  First he was concerned that there may be years when the ice is so thick that a sealift is not possible.  We would like to pint out that in 26 years of operation, Nanisivik has never experienced a season when it could not get supplies in on the annual sealift and zinc concentrate out to its markets. Mr. Brodie also seemed to think that there may be economic decisions made to discontinue the sealift to Nanisivik / Arctic Bay.  While this would come as a very unpleasant surprise to the people of Arctic Bay, it is also very unlikely.  Much has been made of the fact that the dock at Nanisivik is one of a very few deep sea ports in Nunavut, and is ideally situated to serve as a staging ground for sealift operations into other communities.  We are reasonably confident in saying that the sealift into Nanisivik will continue for a number of years to come and certainly well beyond the period of post-closure monitoring, no matter how long that might be.  If that is not the case, the parties involved should make that decision known now to CanZinco as well as to the residents of Arctic Bay.

Mr. Ball and Mr. Brodie also engaged in a discussion regarding the cost of transporting people into and out of Nanisivik during the monitoring period.  Again, Mr. Brodie has assumed that following the cessation of operations at Nanisivik, the area will become deserted and there will be no commercial flights into and out of Nanisivik and / or Arctic Bay.  While this too would be unfortunate news for the people of Arctic Bay, it is not our belief and it is not the basis upon which CanZinco prepared its estimate of closure costs.

We would ask the Board to look at these two areas as examples of why the Board should rely heavily on the closure cost estimates put forward by CanZinco and should disregard the closure cost estimates put forward by Mr. Brodie acting on behalf of DIAND.

One other comment should be made in this area.  During CanZinco’s opening remarks we immodestly bestowed upon ourselves the recognition of being unequalled in the mining industry at operating mines and controlling costs in harsh climates.  Conversely, Mr. Brodie and DIAND take the approach that they are not as efficient as CanZinco might be, and their closure costs assume that CanZinco has shirked its responsibility and left the federal government to perform the reclamation work.  While we have no intentions of walking away from our obligations, we have more faith in our federal civil servants than possibly Mr. Brodie does.  For instance, we give the people at DIAND credit that they would evaluate the merits of shipping  large quantities of lime rather than chartering an aircraft and flying the material to site.  We would also like to think that DIAND would allow its employees and consultants to fly on a commercial airline to Nanisivik / Arctic Bay rather than making the trip by charter.

Beyond that, it would be quite easy to disparage Mr. Brodie’s report, but it is also important that CanZinco maintains its proper perspective.  CanZinco has the advantage of being on the inside, working with these figures all of the time.  Mr. Brodie, on the other hand, is on the outside looking in and when he was performing his calculations in Vancouver he did not have the advantage of access to the CanZinco team of experts and consultants.  That is another argument in favour of convening a technical meeting prior to but in conjunction with the next meeting of the Water Board to deal with Nanisivik’s application for a renewal license.

The other general area to be considered when it comes to security, is the amount of security to be posted.   Paul Smith in his summary statement suggested that it would be appropriate to remove about $2,000,000 or so from the cost estimate provided by Mr. Brodie as that amount reflected “land” issues and were not within the domain of the Water Board.  The balance, it was suggested by Mr. Smith, should be posted in cash as security.

As you can imagine, CanZinco takes considerable exception to the position put forward by DIAND.  CanZinco has demonstrated with its actions and has given assurances to the Board that it intends to do the “right thing”, which is to carry out all of the required reclamation work at Nanisivik.  CanZinco has already spent a considerable amount of time and money undertaking reclamation efforts and does not plan on stopping until the project is complete.  That work, though, takes real money paid to employees, contractors, suppliers of services and vendors.  If the Board were to adopt DIAND’s logic, you would have all of our funds tied up as security (in fact, enough to do the work almost three times over by CanZinco’s estimation) leaving CanZinco with no funds with which to carry out the work that is required.  CanZinco trusts that the Board would find that to be an untenable position in which to place CanZinco, and that the Board will reject the position put forward by Mr. Smith on behalf of DIAND.  To accept what DIAND has suggested would send entirely the wrong signal to the mining industry and this message would fly in the face of the often-touted slogan that Nunavut is “open for business”.

H. The final issue from CanZinco’s list of eight major categories, on which we touched briefly, was that of infrastructure and more specifically the likely transfer of much of the infrastructure at Nanisivik to the GN.  At the hearing you heard Mr. MacIsaac on behalf of the GN say that they remain confident (as does CanZinco) that an agreement will be reached governing the transfer of infrastructure assets from CanZinco to the GN.  In fact, Mr. MacIsaac went further and predicted that such an agreement would be in place (at least in a rough form) before mining and milling operations are scheduled to conclude on September 30, 2002.

Since the hearing dates Mr. MacIsaac and I (on behalf of CanZinco) have had a number of discussions and both parties continue to be optimistic that an agreement can be concluded.  In support of this effort, CanZinco has been informed that another team of specialists acting on behalf of the GN will be paying another site visit to Nanisivik to address the last few, lingering issues between the parties.  It is hoped that this final barrier will be overcome within the next few days, and the agreement can be concluded in the timeframe suggested by Mr. MacIsaac at the hearing.

That then addresses the eight major issues set out in our presentation.  As we indicated at the hearing and in this letter, CanZinco remains confident that by bundling the issues into these eight broad categories, most if not all of the issues raised by the intervening parties and by the Water Board itself have been addressed.  If that is not the case, however, CanZinco would suggest that the technical meeting contemplated in conjunction with the reconvened meeting of the Water Board would be an ideal forum to address any technical issues that have not touched upon.

On the general topic of CanZinco’s Closure and Reclamation Plan there is one additional item that should be addressed.  At the public hearing, on a number of occasions questions were asked about how supplemental information would be treated.  Would CanZinco file a revised Closure and Reclamation Plan or would there be appendices and amendments to the existing Plan?  After considerable thought, we have decided that we will file a revised Closure and Reclamation Plan, which will incorporate Gartner-Lee’s findings relative to the Phase II ESA.  We commit to the Board that this document will be filed no later than October 04, 2002, which should be sufficient time for all interested parties to review the document prior to the resumption of the hearing in mid to late October.

SECTION TWO:  FORMAL UNDERTAKINGS

We can now turn our attention to the undertakings made by or on behalf of CanZinco Ltd. during the public hearing.

A. In response to a question asked by Lee Webber of Justice Canada, please find below a table showing the officers and directors of CanZinco and also indicating those individuals who also hold a similar position within Breakwater Resources Ltd. 

	NAME
	CANZINCO POSITION
	BREAKWATER POSITION

	Mary Batoff
	Assistant Secretary (*)
	Secretary (Acting) (*)

	Colin K. Benner
	Director / President & Chief Executive Officer
	Director / President & Chief Executive Officer

	John D. Bracale
	NONE
	Vice President Latin America & Corporate Logistics

	Gordon F. Bub
	NONE
	Director

	Norman L. Calder
	Treasurer
	Treasurer

	Donald K. Charter
	NONE
	Director

	Leroy A. Fong
	Controller
	Controller

	Rene R. Galipeau
	Director / Executive Vice President & CFO
	Executive Vice President and CFO

	Jonathan C. Goodman
	NONE
	Director

	J. Steven Hayes
	NONE
	Vice President, Marketing

	William M. Heath
	Vice President
	Vice President of Administration

	Garth A. C. MacRae
	Chairman of the Board of Directors
	Chairman of the Board of Directors

	Godfrey W. McDonald
	NONE
	Vice President, Metallurgy and Environment

	Allen J. Palmiere
	NONE
	Director

	A. Murray Sinclair
	NONE
	Director

	E. Ann Wilkinson
	Secretary (**)
	Secretary (**)


(*) Ms Batoff serves in these capacities on a contract basis.

(**) Ms Wilkinson is currently on a leave of absence.

We should also point out that CanZinco Ltd. has its corporate office in Bathurst, New Brunswick and that location is responsible for the administration of both the Nanisivik Mine and the Caribou Mine.  Mr. Keith Whalen is the CanZinco employee responsible for the Bathurst office in his capacity as Mine Controller and Manager of Administration.  The Nanisivik Mine has always had in place a Mine General Manager with local responsibilities only, until my secondment as a temporary measure to replace the departing General Manager.  In the past, the Nanisivik General Manager has not had multiple reporting relationships.

The Board should also know that such arrangements, whereby a subsidiary company owns and controls the assets of an operating mine for commercial reasons, are not uncommon in the mining (and other) industry, and have been used by the parent company elsewhere.  For instance:

· Breakwater Resources Ltd. is the sole shareholder in Breakwater Tunisia S.A. which owns and operates the Bougrine Mine located in Tunisia.

· Breakwater Resources Ltd. is the sole shareholder in American Pacific Honduras S.A. de C.V., which owns and operates the El Mochito Mine located in Honduras.

· Breakwater Resources is the sole shareholder in Socieded Contractual Minera El Toqui, which owns and operates the El Toqui Mine located in Chile.

B. As committed, a search was undertaken by Mr. Searle’s firm and he was able to confirm the belief of Ms Hardy that Fireman’s Fund Insurance Company is not registered in Canada.  As a precaution I went back and read the statement made in CanZinco’s opening remarks with respect to Canadian registration and CanZinco did not indicate then that Fireman’s Fund was registered in Canada.  Just to be thorough, here is what was said during that opening statement (albeit far too quickly).

“Although we cannot be certain of this at this point, we do not believe that Fireman’s Fund is registered in Nunavut, although we do not believe that this is material to these discussions.

With respect to the second part of the question, the original application to use Fireman’s Fund as the surety for the current bonding arrangement was set out in a letter to Indian and Northern Affairs Canada dated November 22, 2000.  We understand that Indian and Northern Affairs Canada sought and was granted permission from the Treasury Board to accept the bonding arrangement with Fireman’s Fund as provider of the bond.”

If during questioning following our opening presentation I caused Ms Hardy to believe that Fireman’s Fund Insurance Company is currently registered in Canada, that was certainly an unintentional error on my part.

CanZinco still takes the view, though, that not much turns on Canadian registration.  What is important is that the matter of using Fireman’s Fund had to be approved by Indian and Northern Affairs Canada and approved again by the Treasury Board.   To the best of our knowledge, the Treasury Board of Canada was satisfied that the surety bond posted was good and sufficient protection for the people of Canada.

C. The Mayor of Arctic Bay (Mr. Joanasie Akumalik) requested that audited financial statements for CanZinco be submitted to which we agreed. I have since been informed that the financial statements of CanZinco Ltd. are not audited, rather they are submitted for consolidation into the parent company’s financial statements, on an annual basis.  The annual, audited statements of the parent company are a matter of public record and are readily available, but copies can easily be made available to the Board.

D. At item (d) of the list prepared by Dr. Tilleman there were a number of undertakings made by CanZinco Ltd. to provide specific documentation.   Here is a summary of that list.

· Copies of the test results for Area 14.

· Modeling study on surface cell.

· Copies of Bo Elberling’s reports quoted in CanZinco’s submissions.

· Memo of July 12, 2002 referenced by Jim Cassie of BCG Engineering during his presentation.

Mr. Carreau will be providing those materials to the Board directly, by separate cover.

E. At the public hearing CanZinco Ltd. was reminded and put on notice that an additional (final) payment of $1,000,000 was due on July 31, 2002 in accordance with the existing water license.  A letter was sent from our corporate office to the DIAND office in Ottawa suggesting an alternative form of payment.  While the initial form of payment suggested by CanZinco Ltd. has been rejected by DIAND, discussions are ongoing with respect to the form (or forms) that such a payment may take and still remain in compliance with the terms of the water license.  Those discussions have not yet been concluded.

F. The final item on the list of undertakings (item “o” from Dr. Tilleman’s summary) is the draft report of the Phase II ESA which is currently being prepared by Gartner Lee.  As soon as this document has been finalized and is in CanZinco’s possession, you have our assurance that an electronic copy will be provided to the Water Board.

SECTION THREE:  MISCELLANEOUS COMMITMENTS

In addition to the formal undertakings which have already been dealt with, during the course of the various presentations and discussions a certain number of informal commitments were also made by CanZinco Ltd.   This list, while it may not be exhaustive, reflects most of those commitments made and an update for the Board.

A. A commitment was made that a meeting with the Arctic Bay Elders would be held to again review the closure plan and discuss any outstanding issues. Mr. Frank McDermott will have arranged such a meeting for early in September.

B. Acting on behalf of CanZinco Ltd., Mr. Steve Keenan has committed that he will send the air sampling data requested by the Board to Mr. Ramli Halim.

C. Steve Keenan has also agreed that CanZinco will submit the results from NML-26 to Ms Dionne Filiatrault as committed.

D. Steve Keenan is currently working on the development of a standard operating procedure for the decontamination and disposal of equipment to go underground.  This standard operating procedure will supplement the program already in place involving the Community Liaison Officer from Arctic Bay and the taking of pictures and the recording of relevant data with respect to any equipment that is taken underground.

E. Steve Keenan will prepare a summary of potable water consumed year to date at Nanisivik as requested by Ms Hardy.

F. Fred Bailey is currently calculating the mill floor thickness and that calculation will soon be complete and the information should be in the hands of Ms Hardy who requested it, before this correspondence reaches the Board.

G. Steve Keenan will respond to Ms Filiatrault with respect to the identification and relocation of the SNP station in place to monitor the runoff from the West Open Pit.

Those, Mr. Chairman, are our comments in response to the public hearing.  CanZinco  believes that the exercise in Arctic Bay was a worthwhile one and felt confident then and   feels confident now that we were able to make a strong case in support of our closure plan.  In particular when it comes to an area such as the estimation of closure costs and the amount of cover required to cover the surface tailings, CanZinco feels particularly confident that its position should prevail.

Before closing this letter, let us make one more observation.  In their closing statement, Mr. Smith and his colleague Lee Webber deemed CanZinco’s closure plan to be “piecemeal” and “reactionary”.  CanZinco trusts that is not a view shared by the Board and we hope that the Board recognizes that the closure plan is the culmination of a great deal of time and effort on the part of a number of employees from within CanZinco and a number of outside experts.  CanZinco has taken interim closure plans, which have been filed with your Board and built upon them to arrive at the document that was presented to you and your Board on February 28, 2002.  At the outset CanZinco acknowledged that the closure plan was not perfect, and outstanding issues of the magnitude of our ongoing discussions with GN made it less than complete.  However, to trivialize our efforts in the fashion undertaken by Mr. Smith and Mr. Webber was irresponsible and less than professional.

If you require any additional information or if any clarification of our position is required please feel free to call upon me. 

If you and your Board deem it to be necessary, the CanZinco team looks forward to meeting with you again in October.

Yours truly,

CANZINCO LTD.

Bill Heath

Vice President


