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February 2, 2018
Todd Burlingame

Al e Vice-President, Sustainable Development
-°°-S‘_ ] OD}?C" L Baffinland Iron Mines Corporation
. nf;:&ﬁii‘ef of 2275 Upper Middle Road East, Suite 300 Oakville, Ontario L6H 0C3
and
A<A<]Nb Stephanie Autut
Arctic Bay Executive Director
Nunavut Water Board
P, AC P.O. Box 119, Gjoa Haven
Cape Dorset Nunavut, X0OB 1J0
. RE: Baffinland Iron Mines Corporation — Mary River Project: (1) Landlord’s 2018
eclamation Security Requirement — ommercial Lease 0 and;
e i Recl ion Security Requi QIA C ial L (Q13C301) of IOL and; (2)
Clyde River NWB 2018 Annual Security Review — Water Licence #2 AM-MRY1325 (as amended)

— Pursuant to Section 9 of QIA-Baffinland Commercial Production Lease Q13C301! dated
QPHA_ ) September 6, 2013 (the “Commercial Lease”), QIA, as Landlord, has reviewed 2018 Work
Grise Fiord Plans2? and 2018 Marginal Closure Cost Report* and determined that $91.05M is the

aggregate amount of adjusted Reclamation Security to be posted by Baffinland, as Tenant,
No Gt for 2018 pursuant to the Commercial Lease. This amount represents an increase of $29.40M
Hall Beach from the 2017 estimate, and includes the application of inflation. Inflation was applied due to
Baffinland’s failure to meet Condition 3 of QIA’'s December 21, 2016° letter titled: Financial
Rl gt Security Assessment, Application of Inflation, and Joint Submission to the NWB.
Igloolik Due to delays in Baffinland’s submissions 2 4, QIA and the Nunavut Water Board (NWB) have
agreed, for this year only, that the additional security described above should be posted by April
A%b_5AC 9, 2018. Before this date, Baffinland may dispute the amount and refer the matter to arbitration
Iqaluit pursuant to the Commercial Lease (or the Landlord and Tenant have otherwise resolved any
matters in dispute relating to the increase).
PLP¢ In furtherance of the Annual Security Review (“ASR”) conducted by the NWB for the existing
Kimmirut Type “A” Licence No. 2AM-MRY1325 (as amended by Amendment No.1), QIA also submits this
letter and all attachments as its submission to NWB for the NWB 2018 ASR for consideration in
<¢c_%')q, determining the required Licence security.
Pangnirtung QIA’s determination is based on the attached report prepared by Arktis Solutions Inc. for QIA
(the “2018 Security Estimate”). The 2018 Security Estimate is based upon the Landlord’s
MNLC® Abandonment and Reclamation Policy® (“A&R Policy”) for use with reclamation activities on Inuit
Pond Tils Owned Lands (“IOL”) and is an extension of previous project specific QIA security assessments.
GPP%CKQQ‘%
Qikiqtarjuaq
! QIA and Baffinland (2013). Commercial Lease No. Q13C301. September 6, 2013.
B> AAO® 2 Baffinland (2017). 2018 Work Plan. November 11, 2017.
Resolute Bay 8 Baffinland (2018). 20180110_BIM_2018_Work_Plan_Rev1_Signed.pdf. January 16, 2018.
4 Baffinland (2017). 2018 Marginal Closure Cost Report. November 22, 2017.
HO‘P_‘)Q% 5 QIA (2016) Financial Security Assessment, Application of Inflation, and, Joint Submission to the NWB. December 21,
Sanikiluaq 2016.
5 QIA (n.d.) Abandonment and Reclamation Policy for Inuit Owned Lands. V. 2.0.
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The 2018 Security Estimate should be understood as updating the QIA security assessment last
presented to the NWB during the security process for the 2017 Work Plan addendum. In addition

ASCNG®C to a review of the 2018 Work Plan- supplied by the proponent, the 2018 Security Estimate also
oac et Ddo™ includes findings derived during QIA’s 2017 Environmental Inspections, performed in June and
Serving the August 2017, and the September 2017 Audit. Therefore, the 2018 Security Estimate should be
communities of understood as being the most up-to-date security estimate.

Consistent with past ASR processes, QIA will participate in teleconferences as scheduled by the

A<A<1N*’ NWB. QIA does not evaluate liability on behalf of other landowners, nor does QIA intend to take
Arctic Bay a position on whether the amount of security held by other parties is adequate to fulfill their
interests. However, QIA will provide the NWB with any additional evidence related to the amount

P2, AC of security to be posted with QIA in relation to the 208 Work Plan.

Cape Dorset QIA looks forward to reviewing its determination with Baffinland pursuant to the Commercial

Lease, and with interested parties for purposes of the ASR conducted by NWB. In this regard,

b *ILA® QIA acknowledges should Baffinland provide greater insight regarding certain assumptions
Clyde River further adjustments could result. As such, QIA has the following questions that will help provide
a more accurate security estimate and reduce uncertainty for all reviewers. QIA requests that
4> AAOD® responses to these questions are provide on or before February 9, 2018 to facilitate QIA’s
Grise Fiord review and consideration of this information.
1. Can Baffinland confirm that office/washcars/changerooms require a contaminated
No G5t reclamation? If Baffinland disagrees, evidence is required to illustrate that
Hall Beach office/washcars/changerooms do not require a contaminated reclamation.
2. Why has Baffinland excluded additional contaminated soil remediation in the 2018
Rl gt submission? ' . . .
Igloolik 3. How has Baffinland calculated their percentages of total direct costs? There is a

discrepancy in percentages of Direct Cost security amounts for Mobilization and
Demobilization (10% - $573,000), Project Management (9.4% - $1,206,000),

AquAc Engineering Fees (3.9% - $500,000), and Contingency (12.5% - $1,798,000).
[qaluit 4. Can Baffinland provide the details of their analysis on how they determined their lump
sum reclamation fuel costs?
PLPC 5. How has Baffinland incorporated indirect costs for security reconciliation that has
Kimmirut occurred?

. Should you have any comments or concerns, please contact the undersigned.
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Regards,

Stephen Williamson Bathory

PPBCSLG Director, Department of Major Projects
Qikiqtarjuaq
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