PP*Co AoAS bI"RbNF <
Qikiqgtani Inuit Association

ARNSRIE
oac’e! PdoL|  pecember 18, 2013
Serving the
communities of
Baffinland Iron Mines Corporation
AAGS 2275 Upper Middle Road East, Suite 300
Arclic Bay Oakville, Ontario
L6H 0C3
PUMAS
Cape Dorset -and to-
bMeOLAY Nunavut Water Board
Clyde River P.O.Box 119
Gjoa Haven, Nunavut
D AN XOB 1J0
Gnse Fiord
RE: Mary River Project — ]1) Commercial Lease (Q13C301) of IOL and Landlord’s 2014
ho st Reclamation Securi ; i IA Submission
Hall Beach
Pursuant to Section 9 of QIA-BIMC Commercial Lease Q13C301 dated September 6,
Ig:;:;il: 2013 (the “Commercial Lease”), QIA, as Landlord, has reviewed the 2014 BIMC Work
Plan and estimate of Reclamation Security and determined that $49,134,845 is the
Ab ot aggregate amount of adjusted Reclamation Security to be posted by BIMC, as Tenant,
lqaluit for 2014 pursuant to the Commercial Lease, representing an increase of $22,934,845.
T Pursuant to the Commercial Lease, BIMC is required to post the additional security
Kimmirut described above by January 31, 2014, unless before that date BIMC disputes the amount
and refers the matter to arbitration pursuant to the Commercial Lease (or the Landlord
< gsye and Tenant have otherwise resolved any matters in dispute relating to the increase).
Pangnirtung
QIA’s determination is based on the attached 2014 Work Plan Financial Security
renLce Estimate prepared by Arktis Solutions Inc. for QIA (the “Arktis Report”). The Arktis
Pond Inlet Report is based upon the Landlord’s Abandonment and Reclamation Policy (“A&R
Policy”) for use with reclamation activities on Inuit Owned Lands (“IOL”).
PPRC™
Qikiqtarjuag Pursuant to the Annual Security Review (“ASR”) conducted by Nunavut Water Board
(NWB) for the existing Type “A” Licence No. 2AM-MRY1325, QIA also submits this letter
B> AADS and the Arktis Report as its submission for consideration by NWB in the ASR for 2014.
Resolute Bay
The following comments are in addition to, or in furtherance of, the Arktis Report:
NePod®
Sanikiluaq
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ARENSSIE
o ;;’i;g"t::”l' 1. The QIA determination pursuant to the Commercial Lease of applicable 2014
communities of | R€Clamation Security is exclusively in relation to activities affecting I0L (for land and

water) pursuant to the Commercial Lease, and does not apply to any activities described

ARG in the BIMC 2014 Work Plan and Security Estimate that relate to Crown lands.

Arctic Bay

2. Similar to the position expressed by Aboriginal Affairs and Northern Development

PUALAC Canada (“AANDC”) regarding Reclamation Security, QIA’s determination of Reclamation

Cape Dorset Security requirements does not address any activities described in the “Early Revenue

Phase” (“ERP”) which is currently still subject to pending applicable regulatory

bMUDLA approvals, including Nunavut Impact Review Board (“NIRB”) approval. Future

Clyde River adjustments of Reclamation Security may be required depending on specific ERP
activities or related conditions approved by applicable regulatory authorities.

P AAOS

GnseFiord | 3 QIA’s Reclamation Security determination is the first increase required by QIA since

2010 (under any prior leases of IOL now superseded by the Commercial Lease) and

Ha‘l‘lf';:;ch reflects the fact that there has been significant site development on IOL since 2010.

4. QIA’s A&R Policy draws from the AANDC Mining Reclamation Policy for Nunavut but

I;;:o‘;; does not accept the RECLAIM model used by AANDC as the only appropriate financial
tool for the calculation of financial security. There are acute risks associated with not

- accurately assessing financial security requirements. As noted in the 2012 Fall Report of
Iqaluit the Commissioner of the Environment and Sustainable Development (Office of the
Auditor General of Canada) 3 out of 11 mines in Nunavut had security shortfalls for the

pial reclamation of land and water. QIA also notes that AANDC may consider other factors

Kimmirut when setting financial security amounts and is not exclusively bound to RECLAIM

calculations. QIA has therefore adopted a number of costing resources as described in
< o0Ye the Arktis Report for the calculation of financial security in order to achieve a more
Pangnirtung project sensitive analysis for the calculation of financial security.

rFALC 5. BIMC assumptions for the calculation of financial security accepted by QIA include

Pond Inlet the use of independent third party contractors. However there are assumptions made

by BIMC in its 2014 security estimate that QIA does not accept, and which contravene

PRI the current A&R Policy. This includes the assumption that independent third party

Qikigtarjuaq contractors retained by QIA will have unfettered access to on-site equipment and fuel.
But it is reasonable to assume that default under the Commercial Lease leading to use of
b AAS reclamation security would only occur during periods of project insolvency or other
Resolute Bay | serious financial difficulty. In such circumstances, it is not reasonable to assume that
QlA’s independent contractors would have immediate and unfettered access to on-site
NePsd® equipment and fuel in priority to other claimants seeking control of the assets of BIMC.
Sanikiluag
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"“s“e ;‘l’i;g‘::: "1 As is typical among mining projects enduring financial difficulty, circumstances that
communities of | COMPpel the company to seek protection under the Companies’ Creditors Arrangement

Act (“CCAA”) will result in all stakeholders competing for control of the company’s fuel,

AAQS equipment and other assets. Such proceedings will have the effect of suspending any

Arclic Bay ability to utilize the company’s on-site assets until competing claims are resolved. The

period of time between an Initial Order and an approved Plan of Arrangement varies

PraLAC widely but four to six years is common for CCAA proceedings. During this period both
Cape Dorset fuel and equipment will degrade over time, particularly in high arctic conditions.

b eOLAY QIA has investigated a number of other projects where reclamation activity occurred

Clyde River following default by the mine operator. There is no reasonable assurance that QIA

would be in a position to negotiate with competing claimants for access to on-site

ap A equipment and fuel for its independent third party contractors, or that a Court would

Gnse Fiord | order terms in different circumstances within the assumed unit costs under RECLAIM.

Without assured access to on-site equipment and fuel, the additional costs for
So-tt reclamation to ship in equipment and fuel would be significant. Based on its research,
HallBeach | 0OJA does not accept that unfettered access to on-site equipment and fuel is a
. reasonable assumption for the calculation of financial security.
lglojt;"k Lo, . . .
QIA looks forward to reviewing its determination with BIMC pursuant to the Commercial
Ab g Lease, and with interested parties for purposes of the ASR conducted by NWB.
Igaluit
Yours truly,
P
Kimmirut
Stéphen Williamson Bathory,
<o) Director, Major Projects
Pangnirtung
SWB/
reALce Attach.
Pond Inlet
cc. Aboriginal Affairs and Northern Development Canada
PPRCG
Qikigtarjuaq
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