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Canada \ \ e

Attention; Mr. Thomas Kudloo
Chairman

Dear Sirs/Mesdames:

Re: Licence NWBINAN020S - Closure and Reclamation of the Nanisivik Mine,
Nunavut

We act for CanZinco Limited, for whom the writer appeared at the public hearing at Artic
Bay from 22nd — 24th July, 2002.

We are in receipt of Licence NWB1NANO0208 dated October 10, 2002 and note that
Clause 2 of Part B of the Conditions of Licence require that the licensee, within 30 days
of the issuance of the licence, furnish and maintain security in the amount of $17.6M in
the form and nature in accordance with the Regulation or that is satisfactory to the
Minister. We also have the Reasons for Decision dated Qctober 23, 2002, from which
we note several references to the applicant’s failure to post the additional $1.0M of
security required by July 31, 2002.

What was not before the Board at the time of the writing of the Board’s decision was the
considerable effort being expended to negotiate the form of security satisfactory to
DIAND to cover the outstanding $1.0M. Unfortunately, those discussions are just now
concluding. As evidence of that, we enclose herewith the following:

1. A letter from Stephen Traynor, Director, Operations, INAC, Nunavut Regional
Office directed to Rene R. Galipeau, Executive Vice-President of CanZinco,
dated October 18, 2002.
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2. Letter from Rene R. Galipeau, Executive Vice-President of Breakwater Resources
Ltd. to Mr. Stephen Traynor dated October 28, 2002.

An examination of the enclosed letters should satisfy your Board that the outstanding
$1.0M security issue will be resolved to the satisfaction of the Minister.

On behalf of my client, CanZinco Limited, we offer our sincere apologies for the length
of time this has taken and for the fact that we could not have completed these
negotiations prior to the July deadline.

With the foregoing in mind, CanZinco Limited is now tuming its attention to studies and
other matters that are outstanding and required to be filed, not the least of which is the
requirement to post security in the total amount of $17.6M within 30 days of issuance of
the licence. We assume that the licence issues when it is signed by the Minister.

Whatever its date of issue, 1t is our client’s sincere wish not (o be in default. A period of
30 days, however, is woefully short, bearing in mind that the Board’s reasons for
decision did not issue until October 23, 2002.

The purpose of this letter, therefore, 1s to request an extension of time, specifically an
additional 30 days, for a total of 60 days, m order that meetings might take place between
counsel and our client (scheduled for Saturday, November 2, 2002) following which a
more comprehensive submission to the Board may be forth coming.

Yours truly,
FASKEN MARTINEAU DuMOULIN LLP
David H. Searle, CM.,, Q.C.

DHS/pmw
Encls.
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BREAKWATER RESOURCES LTD.

85 Wellington Strect Weat, Swite 2000, Toronto, Ontario MS) 2N7
Tel: (816) 3634796 Fax: (416) 363-1315

October 28, 2002

Mr. Stepghen Traynar

Pirector, Operations

Nunawvit Reglonal Office

indian and Northern Affaira Canada

Qimugjuk Bullding 869

2™ Floor

P. O, Box 2200

igalult, Nunavut

X0A OHO By Fax to: (887) 875-4560

Daar Staphen:

[ am in recalpt of your jefter dated October 18, 2002 dealing with aur offer of an
alternative form of aacurity to be postad, pursuant to Water License NWB1NANS702. In
respense to your suggestion, please accept this ag writtan canfirmation that Breakwater
Resources Ltd. is prepared {o guarantee the flpal Instaiment of $1.0 milfion in
accordance with the {erms of that Water License. Much like the commitment extended
to the Water Beard 10 which you make refersnce, this will be a written gquarantes only
and will not necassitate any futther action en aur part. If you find this to be acceptable
can you please confim your acceptance as soon as possible in order that we can notify
tha Nunavut Water Board of our agreemant and assure them that we are no fonger in a
poslitlon of hon-compliance.

Thank yau for your ongoing support and assistance and we lgok forward to your positive
response.

Yours truly,
BREAKWATER RESOURCES LTD.

7

Rene R. Galjpeau
Executive Vice Prasidant

ce:  Colin K. Banner
William M. Heath
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