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Name: Mr. René R. Galipeau
Exequtive Vice President and
Chief Financial Officer
Organization: Breakwater Resources Ltd.
Fax: 416-363-1315
From: Paul|Smith, DIAND, Iqaluit
Date: Augnst 8, 2002
Subject: Sccu&ity installment required by Water Licence NWBINAN9702
Pages: 1+9 ‘
The enclosed letter replaces the letter that was sent to you earlier today. In the second paragraph
the enclosed letter refers roTilern B(2) of the licence, whereas the earlier version mistakenly
referred to item B(3). Additionally, typographical errors were corrected in the 2™ paragraph.
ce.: Bill Tﬁ:ath, Vice President, Breakwater Resources Ltd. and
Vice President, CanZinco Lid.
‘ By fax to 416-363-1315, 416-363-9474, 867-436-7435 -
-+
Coli+ K. Benner, President, CanZinco Lid. _ A / o4

! By fax to 416-363-1315

|
Goddi:ey McDonald, Vice President, Breakwater Resources Lid.

By fax to 416-363-1315
Davilfl H. Searle, Legal counsel to Breakwater Resources Ltd. and
CanZinco Ltd.
By fax to 604-632-4861
Philippe di Pizzo, Executive Director, Nunavut Water Board
By fax to 867-360-6369
Constantine Bodykevich, Inspector, DIAND

By fax 867-979-6445
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August §, 2002

Breakwater Resources Lid,

95 Wellington Sueet West, Suite 2000 BY FAX to 416-363-1315

Toronto, ON

MS5J 2N7 and

Attention: Mr. René R. Galipeau BY DOUBLE REGISTERED MAIL
Executive Vice President and

Chief Finanlcial Officer

Dear Mr. Galipeau:
Re:  Security installment required by Water Licence NWBINAN9702
(Nanisivik Mine)

I am in receipt of a copy of your letter dated August 2, 2002 and addressed to Mr. Robert Lauer
of DIAND, regarding the requirement that additional security of one million dollars ($1,000,000)
be provided pursuant to the above-noted water licence. A copy of that letter is enclosed.

The requirement in question is found in item B(2) of the licence. The obligation to post the

additional $1,000,000 was drawn to the attention of Mr. Bill Heath (of Breakwater Resources

Lid. and CanZinco Ltd.) at the Nunavut Water Board’s pre-hearing conference of June 6, 2002; it

was expressly acknowledged by Mr. Heath during the July proceedings of the Nunavut Water _
Board in Arctic Bay; and it was again recognized in your letter. I note that Mr. Heath and
Breakwater/CanZinco had the assistance of counsel at the July proceedings, and that they have

otherwise had the assistance of counsel for some time.

In the third paragraph of your letter, you refer to supplies on site, to a portion of inventory that is

earmarked for future reclamation work, to progressive reclamation activity that has already been
commenced, and to the amount incurred during a particular six-month period. You assert that

*...these cxpendnures combined with the reclamation supplies on site... meet our requirement to

post security.” I make no comment on the accuracy of the figures which you guote. However, I

wish to state in the most definitive terms that the assertion which I have just guoted is q
incorrect. None of the items or actions referred to in the third paragraph of your letter

constitutes security, or a posting or furnishing of security, within the meaning of the water
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licence and the waters legislation.

The deadline for the posting of security of the further $1,000,000 is security has already passed.
DIAND does not in any way or in any measure accept, excuse or condone the failure to post by
that deadline. The required security must be posted forthwith.

Although Breakwater/CanZinco already has experience in the posting of security, I enclose for
your reference a copy of section 76 of the Nunavut Waters and Nunavur Surface Rights Tribunal
Act (S.C. 2002, c. 10), and a copy of section 12 of the Northwest Territories Waters Regulations
(SOR/93-303). Subsection 76(1) of the Act, and subsection 12(3) of the Regulations, speak 10
the form of security.

Yours very truly,

AR

Paul Smith

Manager, Water Resources
tel: (867) 975-4550

fax: (867) 975-4560
E-mail: smithp@inac.gc ca

Encl. 3

cc.:  Bill Heath, Vice President, Breakwater Resources Ltd. and
Vice President, CanZinco Ltd.
By fax to 416-363-9474, 416-363-1315, 867-436-7435

Colin K. Benner, President, CanZinco Ltd.
By fax 1o 416-363-1315

Godfrey McDonald, Vice President, Breakwater Resources Ltd.
By fax to 416-363-1315

David H. Searle, Legal counsel to Breakwater Resources Ltd. and CanZinco Lid.
By fax to 604-632-4861

Philippe di Pizzo, Executive Director, Nunavut Water Board
By fax to 867-360-6369

Constantine Bodykevich, Inspector, DIAND
By fax 867-979-6445
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BREAKWATER RESQURCES LID,

95 Wellhagton 8troct Wext, Buibe 3000, Toromtto, Omierio M 2N7
Tl (416) 3634798 Fox) (416) 369-3325

August 2, 2002 | CO PY

Mr. Robest Lauer -
Chief, mecml Analysis & Roysalty Administration ?{
Indian and Northern Affalrs Canada
Napral Resources and Bnvirnnment: Branch ‘.}
Les Terranser de la Chandiere B
Room 607, 10 Wellington St. , ;
II;IIIIU, %me .
A -
F} e’

Dear :

CanZinco Ltd., the owner of the Nanisivik mine in Nunavug wag required under its water
license ta provide by Inly 31, 2002 additional socurity of $1.000.000 for ﬁmzra

eelametion Minbilities at thp mine,

The mine will be elosmgmseptﬂnberz(lﬂlandasm&h mmam and supplies ware aud
are being shipped to Nanisivik during the swmmer period of July to October m
preparation for vhe upcoming reclamation activities. o

At this time, approximately $10 million of supplics ilw_l_i_lding $4 million of fuel ate on

‘site. Approximately $4.1 million of this inventory is earmarked far the raclamatinn worlk
to be camied out afler Seplember 30, 2002. In addition, Nanisivik hes alrcady
cammenced. progressive reclamation and has incumred $549,935 during the six-month
periad to June 30, 2002, I am sure that you will agree that these expenditures, combined
with the reclamation supplies on site far exceed the $1,000.000 requirement for July 31,
2002 aud ap such meet our requitement to post seeurity.

If you need further information or bave any questions, pleass do not hesitats to comyact
fhe undersigned or Colin Benner or Bill Heath, Weo thank you for your wnhnuad co-

opcration on this matkr.
Yours very troly, Lo N
P T IR 0b-£7 A
?Al’ ‘9-/76& Ll‘;ﬁli g Al

¢ R. Galipeay 04 193 Mo | 18enren
Brecutive Vica Pragidant & =i z [l i L
Chief Finanscial Officer ] <0 . Ao dON X8 U360

wobiod o & ota mwdnsp,a; Jod ua.rss;www 97 538lna4

cC. Colin Benner
I‘aill Heath

T 3% DONRSCRATR: K4 : (INET(T = €17 aG: 11 20, QRN TST ON AT 4
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(b) any nterference by any person referred
10 in section 62 with the existing use of
waters by the Inuit, whether thar use is or is
not licensed; and

(c) any loss or damage described in section
63.

72. The conditions in a licence relating to
the deposit of waste in waters shall

(a) be based on the water quality standards
prescribed for those waters by the regula-
1ons, if any; and

. () be ar least as stringent as the effluent
standards prescribed for those waters by the
regulations, if any.

73. Where the Board issues a licence in
respect of any waters to which regulations
made under subsection 36(5) of the Fisheries
Act apply, any conditions in the licence
relating to the deposit of waste in those waters
shall be ar least as swingent as the conditions
prescribed by thase regulations.

74. A licence shall include conditions that
are at least as swingent as any standards
prescribed by the regulations for the design,
construction, operation and maintenance of
works used in reladon to appurtenant under
takings.

75. Where regulations referred to in sec-
tions 72 to 74 are made or amended after the
issuance of a licence, the conditions of the
licence are from that time deemed to be
amended to the extent, if any, necessary in
order to camply, or remain in compliance,
with those sections.

Security

78, (1) The Board may require an applicant,
a licensee or a prospective assignee to furmnish
and maintain security with the Minister in the
form, of the nature, subject to such terms and
conditions and in an amount prescribed by, or
determined in accordance with, the regula-
tions or that is satisfactory to the Minister.

{2) The security provided by a licensee may
be applied by the Minister

(@) to compensate, fully or pamially, a
person, including the designated Inuit orga-

Nunavur Waters and Nunavur Surface Righis Tribunal

T-190  P.005/010

b) les entraves causées, par un titulaire de
permis visé 2 |'article €2, a I'utilisation
existante des eaux par les Inuir, que celle-ci
fasse on non 1'objet d’un permis;

c) les pertes et dommages visés 2 'article
63.

72. Les conditions relatives au rejet de
déchers dojvent &tre 2 Ja fois, le cas échéant :

a) fondées sur les normes réglementaires de
qualité des eaux;

b) au moins aussi sévéres que les narmes
réglementaires relatives aux effluents et
applicables 2 ces eaux.

L]

73. Dans le cas du permis visant des eaux
Tégies par des reglements d'application dy
paragraphe 36(5) de la Loi sur les péches, les
conditions dont il est assertt doivent &ire au
moins aussi séveres que les restrictions impo-
sées par ces réglements en matiere de rejet de
substances nocives et applicables a ces eaux.

74. Le permis doit étre assorti de conditions
qui sont au moins aussi séveres que les normes
réglementaires relatives 3 la conception, la
construction, I'exploitation et I'entretien des
ouvrages utilisés dans le cadre de 'entreprise
principale.

75. Les conditions sont réputées automati-
quement modifides, dans la mesure oit cela est
nécessaixe pour 1’application des articles 72 3
74, par 1'¢érablissement ou la modification,
apres la délivrance du permis, de réglements
visés par ces articles.

Siireté

76. (1) L'Office peut exiger du ttulaire, du
demandeur ou du cessionnaire éventuel d’un
permis qu'il fonrnisse au ministre et maintien-
ne une sireté dont la nature, les conditions, la
forme et le monuant sont conformes aux
réglements ou jugés acceptables par ce der-
nier, :

(2) Le minisire peut affecter la sGreté :

a) an dédommagement, en tout ou en partie,
de toute personne — y compris 1’organisa-
tion inuit désignée —qui n’a pas réussi A

49-50-51 Evz. 1
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Eaux du Nunavut et Tribunal des droits de surface du Nunavur

nization, who Is entitled to compensation
under section 13 and who has been unsuc-
cessful 1 recovering that compensation, if
the Minister is sarisfied that the person has

. taken all reasonable measures Io recover ir;
ang

(b) to reimburse Her Majesty in right of
Canada, fully or partially, for reasonable
costs incurred by Her Majesty in right of
Canada under subsection 87(4) or, subject
10 subsection (3), under subsection 89(1).

(3) Paragraph (2)(b) applies in respect of -

costs incurred under subsection 89(1) only 10
the extent thar the costs were mcurred in
relation to a contravention referred to in
subparagraph 89(1)(b)(i).

(4) The amount of the security applied by
the Minister under subsection (2) in respect of
a particular incident or maver may not cxceed
the total amount of the security. required to be
furnished and maintained by the licensee
under subsection (1).

(5) Where the Minister is satisfied that an
appurtenant undertaking has be¢n permanent-
ly closed or permancntly abandoned or the
licence has been assigned, any portion of the
security that, in the Minister’s opinion, will
not be applied under subsection (2) shall be
returned to the licensee without delay.

~ Expropriation

77. (1) An applicam for a licence, or a
licensee, may apply to the Board for permis-
sion from the Minister 10 expropriate, in
accordance with the FExpropriation Act, land
or an interest in land in Nunavut, and the
Minister may grani that permission where the
Minisier, on the recommendation of the
Board, is satisfied that

{a) the land or interest is reasonably re-
quired in relation to an appurtenant under-
taking by the applicant or licensee,

(b) the applicant ar licensee has been unable
to acquire the land or interest despiwe
reasonable efforts o do so; and

(¢) it is in the public interest that such
permission be granred,

T-180  P.006/010

ch, 10

obtenir de Dintéressé !'indemnisation 2
laquelle elle avait droit aux termes de
Particle 13, s'il est convaincu que les
dispositions nécessaires A cette fin ont
effectivement €t€ prises;

b) au remboursement, en tout ou en partic,
a Sa Majesté do chef du Canada des frais
qu'entraine [application du paragraphe
87(4) ou, sous réserve du paragraphe (3), du
pacagraphe 89(1).

(3) Dans le cas des frais engagés au titre duy
paragraphe 89(1), I'alinéa (2)b) ne s*applique
gu'd ceux qui découlent de I'application du
sous-alin€a 89(1)A)(1).

(4) Le total des sommes affectées par le
mimistre au titre dy paragraphe (2) ne peut,
dans une affaire donnée, excéder Ie montant
de la stireté devant etre fournie.

(5) Dans les cas ol le ministre est convaincu-
que l'entreprise principale est définitivement
fermée ou abandonnée ou que Ie permis a fair
’objet d’une cession, la partie de la sfireté qui,
sclon lui, n’est plus nécessaire pour 1'applica-
tion du paragraphe (2) est remboursée sans
délaj au titulaire du permis.

Expropriation

77. (1) Le demandeur ou le titulaire d’un
permis peut demander an ministre, par 1’entre-
mise de 'Office, 'autorisation d'exproprier
toute terre du Nunavut ou un droit ou muErst
afférent conformément 3 la Loi sur !'expro-
priation; le ministre peut accorder cette
anrorisation lorsciue, sur Ja recommandation
de I'Office, il est convaincu que, 2 la fois :

a) le demandeur ou titulaire de permis a

vraiment besoin de certe erre ou de ce droit

.ou imérét dans le cadre de l'entreprise

principale;

b) celui-ci a fair les efforts voulus mais n's

pu acquérir cette terre ou ce droit ou intérét;

c) Yoctrai de I'autorisation servirait 1'inté-

rét public.
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(i} for the first year of the licence, at the time the licence is issued, and

(if) for each subsequent year of the licence, or for any portion of the final
year of the licence, in advance, on the anniversary of the date of
issuance of the hcence

(7) Where the licence fee payable under this saction is less than the
amount of the deposit remitted under subsection 6(1), the difference shall be
refundsd accordingly.

APPLICATIONS FOR ASSIGNMENT

10._(1) An application for autharization for the assignment of a licence
pursuant to subsection 19(2) of the Act shall be submitted to the Board,
accompanied by the fee set out in section 7, not less than 45 days before the
date on which the applicant proposes to assign the licence.

(2) An application referred to in subsection (1) shall be signed by the
assignor and the assignee and shall include the name and address of the
assignes.

APPLICATIONS FOR CANCEL.LATION

11. An application for cancellation of a licence shall be in writing and set
out the reason for the requested cancellation and a description of the
measures taken or proposed to be taken, prior to cancellation, for
abandonment of the appurtenant undertaking.

SECURITY

12. (1) The Board may fix the amount of sacurity required to be furnished
by an applicant under subsection 17(1) of the Act in an amount not exceeding
the aggregate of the costs of

{(a) abandonment of the undertaking;
(b) restoration of the site of the undertaking; and

(€) any ongoing measures that may remain to be taken after the
abandonment of the undertaking.

(2) In fixing an amount of security pursuant to subsection (1), the Board
may have regard to

{2} the ability of the appiicant, licensee or prospective assignee to pay the
costs referred to in that subsection; or

(b} the past performance by the appiicant, licensee or prospective
assignee in respact of any other licence.

(3) Security referred to in subsection (1} shall be in the form of

(a) a promissory note guaranteed by a bank in Canada and payable to the
Receiver General;

http://laws justice.gc.ca/en/N-27.3/SOR-93-3032/144846 . html

F-580
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(b} a certified cheque drawn on a bank in Canada and payable to the
Receiver General;

(c) a performance bond approved by the Treasury Board for the purposes
of paragraph (c) of the definition "security deposit* in section 2 of the
Government Contract Regulations;

(d) an irrevocable letter of credit from a bank in Canada; or

(e) cash.

APPLICATION FOR EXPROPRIATION

13. An application under section 31 of the Act shall include

(a) a legal description of the lands or interest in respact of which the
application is made and the name and address of the owner of every
ragistered intarest therein; and

(b) a statement of any etfforts made by the applicant to acquire the lands or
interast.

PUBLIC REGISTER

14. (1) The ragister referred ta in section 25 of the Act shall be in the form

of one or more files in respact of each licence application.

(2) Each file referred to in subsection (1) shall contain
(a) a copy of the application and ot all supporting documents;

(b) all records from any public hearing held in connection with the
application;

(c) a copy of any licence issued in respect of the application and the
reasons for the dacision of the Board in rospect of its issuance; and

{0) all correspendence and documents submitted to the Board in respect of
compliance with the conditions of any licence issued in respect of the
application.

REPORTS

15. (1) Every licensee shall maintain accurate and detailed books and

records, and shall submit a report to the Board each year, on or before the
anniversary of the date of issuance of the licence, setting out the quantity of
water used under the licence and the quantity. concentration and type of any
waste deposited under the licence.

{2} A report submitted pursuant to subsection (1) shall be signed by

(a) the licensee, where the licensee is an individual; or

http://laws.justice.gc.ca/en/N-27.3/SOR-93-303a/144846.html
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(2) Pour l'application de I'alinéa (1)), si le permis autorise utilisation des
@aux sur une base autre qu'une base joumnalidre, le taux d'utilisation autorisé
est converti en un taux journalier équivalent aux fing du calcul des droits
payables.

(3} Lorsque le volume d'eau précisé dans le permis représente
I'6coulement total du cours d'eau, le droit est caleuld en fonetion du débit
journalier moyen, calculé pour I'année, du cours d'eau.

(4) Les droits sont exigibles seufement pour la partie de 'année pendant
laguelle le permis est en vigueur.

(5) Aucun droit n'est payable aux termes du paragraphe (1) lorsque la
seuls utilisation du cours d'eau est son détournement.

{6) Les droits sont payés, ou déduits du dépbt s'il s'agit du premier
paiement :

a) dans le cas d'un permis d'une durée d'un an ou rmoins, au moment de la
délivrance du permis;

b) dans le cas d'un permis d'une durée de plus d'un an :
(i) au moment de la délivrance du permis pour la premidre année,

(i) 4 la date anniversaire de la délivrance du permis qui précéde chaque
année subséquente visée par le permis.

(7) Lorsque le droit & payer pour le permis aux termes du présent article
est inférisur au montant du dépét remis conformément au paragraphe 6(1), la
différence est remboursée en consaquence.

DEMANDE DE CESSION DE PERMIS

10. (1) Toute demande d'autorisation de cession de permis en vertu du
paragraphe 19(2) de la Loi est présentée & I'Office, accompagnée du droit
prévu & l'article 7, au moins 45 jours avant la date de cession projotée.

(2) La demande mentionnée au paragraphe (1) est signée par le cédant ot
le cessionnaira ot porte le nom et 'adresse du cessionnaire.

DEMANDE D'ANNULATION

11. La demande d'annulation d'un permis se fait par écrit, est motivée et
précise les mesurss prises ou projetées, avant {annuiation, pour I'abandon de
l'entreprise en cause.

GARANTIE

12. (1) L'Office peut fixer & mantant de la garantie exigée du demandeur
en vertu du paragraphe 17(1) de la Loi, lequel ne doit pas excéder la somme
des colts :

a) de I'ahandon de lentreprise;

hitp://lois.justice. ge.ca/fr/N-27.3/DORS-93-3032/51197 html 8/8/02
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b) de Ia restauration de l'emplacement de I'entreprise;

¢) des mesures permanentes qu'il resterait A prendre aprés l'abandon de
I'entreprise.

(2) Pour fixer le montant de |a garantie en vertu du paragraphe (1), I'Office
peut prendre en considération les facteurs suivants -

a) la capacité du demandsur, du titulaire de permis ou du cessionnaire
éventuel de payer les colts visés & ce paragraphe;

b) la conduite antérieure du demandeur, du titulaire de permis ou du
cessionnaire éventuel a 'égard de tout autre permis.

(3) La garantie visée au paragraphe (1) est sous l'une ou l'autre des
formes suivantes ;

a) un billet & ordre garanti par une bangue au Canada et établi 4 'ordre dy
receveur général;

b) un chéaque vise tiré sur une banque au Ganada et établi 4 I'ordre du
receveur général;

£) un cautionnement d'exécution approuvé par le Conseil du Trésor pour
I'application de I'alinéa ¢) de la définition de «ddpat de garantier a l'article
2 du Réglement sur les marchés de I'Efat,

dj une lettre de crédit irrévocable émise par une bangue au Canada;

6) de l'argent comptant.

DEMANDE D'EXPROPRIATION

13.La demande présentée en vertu de l'article 31 de la Loi doit
comprendre :

a) une description officielle des biens-fonds, ou des droits y afférents,
visés par la demande ainsi qgue e nom et I'adresse de toute personne
diiment inscrite comme titulaire d’'un droit sur ces hiens-fonds;

b) une declaration au sujet des démarches entreprises par le demandsaur
en vue d'acquérir les biens-fonds ou les droits y afférants,

REGISTRE PUBLIC

14. (1) Le registre mentionné a farticle 25 de la Loi se présente sous fa

forme de un ou plusisurs dossiers établis pour chaque demande de permis.
(2) Chaque dossier visé au paragraphe (1) contient :
g) une copie de la demande et des documents fournis a I'appui;

b) les documents des audiences publiques tenues, ie cas echéant,

htrp:/Nois.justice.ge.ca/fr/N-27.3/DORS-93-3032/51197 html 8/8/02



