July 19, 2017

Sean Joseph

Senior Technical Advisor, NWB
P.O.Box 119

Gjoa Haven, NU X0B 1J0

RE: Modification Request - Milne Port Accommodations Camp Upgrade
Water Licence 2AM-MRY1325 — Amend. No. 1

In accordance with Part G of Baffinland Iron Mines Corporation’s (Baffinland) Type “A” Water Licence
2AM-MRY1325 Amendment No.1 (Water Licence), the purpose of this letter is to request approval from
the Nunavut Water Board (NWB) for a planned modification at the Mary River Site involving the addition
of a new structure that includes a proposed new camp facility at Milne Port, water treatment systems,
camp pad and the associated drainage diversion system. The details of the modification are provided

below and in the attached drawings and construction methodologies.

This Modification Request supersedes the Modification request that Baffinland submitted to the NWB
on June 23, 2017 related to the Milne Port Accommodations Camp Pad and Proposed Surface Water
Diversion System. At the request of the NWB, Baffinland has combined the June 23" Modification
Request with the Modification request for the new camp facility and associated water treatment
systems. In the event that there is a significant delay in the approval of the combined Modification
Request, Baffinland requests direction from the NWB to allow the construction of the proposed Water
Diversion System in order to minimize potential future impacts and to allow Baffinland to comply with

the Inspector’s Direction from Indigenous and Northern Affairs Canada (INAC) received on June 9, 2017.
Background

OnJune 9, 2017, Baffinland Iron Mines Corporation (Baffinland) received an Inspector’s Direction from
Indigenous and Northern Affairs Canada (INAC) following an inspection conducted by INAC of the Mary
River Project from May 29 to June 1, 2017. The Inspector’s Direction documented a stop work order
issued to Baffinland for an accommodations camp pad that was in the process of being constructed
during the time of the inspection at Milne Port in a location that impeded the flow of an intermittent
drainage path(s). On June 14, 2017, Baffinland responded to the Inspector’s Direction notifying INAC and

other agencies of Baffinland’s planned corrective actions to remedy the situation and intention to
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submit proper documentation, as required by Part D, Item 2 and Part G of Baffinland’s Water Licence, to

the Nunavut Water Board (NWB) by June 16, 2017.

On June 23, 2017, in accordance with Part D, Item 2 and Part G of the Water Licence, Baffinland
submitted a Request for Modification for the proposed drainage diversion system required to direct
surface water from the impeded drainage channel around the pad. The Request for Modification noted
that Baffinland was not seeking approval for the camp infrastructure intended for the pad in the request
and that a subsequent Request for Modification would be submitted for the camp infrastructure at a
later date. However, upon receiving the Request for Modification sent on June 23, the NWB requested

that Baffinland combine both requests into one Request for Modification submission.
Modification Request

In operating the Mary River Project since 2013, Baffinland has determined that more equipment is
required to reach full production (4.2 Mt per annum). The additional equipment will require additional
operators and in turn more maintenance and support personnel than originally expected during the
project approvals. Moreover, Baffinland has observed that the work at Milne Port, and therefore the
required number of beds, is very seasonal, peaking during the spring and open water season (June to
October). Key port activities during the spring and open water season include refurbishment and
maintenance on the ship loader, loading of the ore carriers, off-loading of freight and fuel vessels and all
of the associated work for port operations, facility operations and maintenance, procurement and

warehousing, H&S, and environmental monitoring.

In addition, Baffinland is experiencing high turnover rates with the site workforce. Several returning
contractors are refusing to send their employees to site due to the current accommodation conditions.
During 2016, approximately 50% of personnel who resigned cited poor accommodations as a primary

reason for their resignation.

To address the accommodations issues described above, a new combination hardwall and softwall
accommodations camp facility is proposed to upgrade the existing Milne Port Weatherhaven softwall
camp (Matrix). The new camp features 380 softwall single rooms connected to a hardwall core
configuration consisting of the camp dining area, kitchen and food preparation areas. The camp layout

and associated facilities, including a dedicated potable water treatment plant and sewage treatment
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plant, are shown in Attachment 5. Upon completion of the new camp, the Matrix camp will be

scheduled for decommissioning and reclamation.

Table 1 outlines the proposed increase in available beds at Milne Port and the Milne Port camps that will

remain occupied following the construction of the new camp and associated facilities.

Table 1:Proposed Bed Space at Milne Port

Time Period Milne Port Camps Available Beds | Active Beds
Current Port Site Complex 120 120
(Summer 2017) | Weatherhaven (Matrix) 153 153
Shanco (Steensby) Camp 54 273
Total 327 327
Post Upgrade Port Site Complex 120 120

Weatherhaven (Matrix) 153 0

Shanco (Steensby) Camp 54 54
New Camp 380 380
Total 707 554

As outlined in Table 3 of the Water Licence, the domestic water use limit at Milne Port is 300 cubic
metres per day (300 m3/day). Baffinland anticipates that domestic water use at Milne Port will continue
to remain significantly below the permitted 300 m3/day limit following the construction and operation

of the new camp and that no increase to the Water Licence Terms and Conditions is required.

During the last two years of operation, daily domestic water consumption at both Milne Port and the
Mary River Mine Site have been on average 200 L per person per day. With an expected active bed
capacity of 554 beds at peak summer capacity, the daily water use at Milne Port is expected to be 111

m3/day which is well below the Water License permitted volume of 300 m3/day for domestic use.
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Details of the new camp, including the camp pad and proposed drainage diversion system, are provided

in the subsections below and in the attached documentation, including maps, engineering

documentation, construction methodologies and environmental mitigation measures to be

implemented during construction.

The requested modification will occur within the Project’s Development Area (PDA) and is consistent

with approved activities outlined in the Project Certificate (Project Certificate 005 — Amend. 1) issued for

the Mary River Project by the Nunavut Impact Review Board (NIRB).

The requested modification is described below.

a.

Description of Facilitiies and/or Works to be Constructed

Baffinland has developed a new camp pad at Milne Port for the proposed new camp and
associated facilities. The new accommodations camp pad is approximately 280 m x 120 m in
size. The partially constructed camp pad is located south of the existing Milne Port Ore Stockpile
Pad and west of the Tote Road (near Km 1). The proposed surface water diversion system will
follow along the pad’s southern perimeter and direct flow from the impeded drainage path back

to the natural drainages west of the camp pad, as shown in Attachment 1 and 2.

Attachment 1 shows the constructed camp pad in relation to the Milne Port general layout.
Attachment 2 presents the design details for the camp pad and the associated drainage
diversion system design, including issued for construction (IFC) drawings. As shown in
Attachment 2, the sub-grade of the accommodations camp pad was and will continue to be
constructed using Type 12 (Run of Quarry <200mm) coarse material and capped with Type 5
(<32mm crushed) crushed granular surface material. Attachment 3 details the construction
methodology for the proposed drainage diversion system. The exact dimensions of the proposed
drainage diversion system will be field fit during construction based on field observations of the
impeded drainages. The completed pad and drainage diversion system will be documented in

as-built drawings following construction.

For the new camp, Attachment 4 presents the updated water management process flow
diagram for Milne Port, incorporating the flows from the new camp and associated facilities.
Attachment 5 shows the proposed site plan and vendor drawings for the new camp and

associated facilities. Attachment 6 details the construction methodology for the new camp and
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associated facilities and Attachment 7 presents the Vendor Process Guarantees for the new

camp’s sewage treatment plants.

Proposed Location of the Structure

As shown in Attachment 1, the new camp, pad and associated infrastructure will be located
within the Milne Port PDA, south of the existing Milne Port Ore Stockpile Pad and west of the

Tote Road (near Km 1).

Identification of any Potential Impacts to the Receiving Environment

The impeded drainages are not classified as fish habitat and therefore the proposed diversion
system will not cause harmful alteration, disruption or destruction of fish habitat. The main
concern Baffinland foresees is sedimentation from the construction of the proposed diversion
system. To prevent the release of sediment into the receiving environment during construction,
Baffinland will employ a combination of sediment and erosion control measures (check dams,
rip-rap, silt fences, etc.) to address sedimentation concerns, as outlined in Baffinland’s
Environmental Protection Plan (BAF-PH1-830-P16-0008 — Rev. 1) and Surface Water and Aquatic
Ecosystems Management Plan (BAF-PH1-830-P16-0026 - Rev. 4).

The operation of the new camp will increase the number of people that can be housed at Milne
Port and will increase the amount of associated waste water and waste generation from
operations. The volume of waste water generated is less than the expected volume of water
already approved under the current Water Licence and the vendor has provided a performance
guarantee to ensure that the waste water meets the discharge criteria specified in the Water
Licence. Regular sampling of waste water discharge will continue as required under the Water
Licence and other permits. Waste generated by the upgraded facility will be managed under the
existing Waste Management Plan for the site and will use the existing waste management
facilities including the waste management building at Milne Port and the landfill located at the

Mary River Mine site.

Monitoring

Environmental monitoring of construction activities will consist of water quality monitoring and
periodic environmental inspections. Water quality monitoring will focus on runoff originating
from the construction area and monitoring the potential impacts of the runoff on downstream
water bodies. In the event that turbid runoff is observed originating from the construction area,
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sedimentation mitigation measures will be installed and water quality monitoring locations will
be established downstream of construction activities to assess the potential impacts on nearby
water bodies. Water quality at monitoring locations will be compared to the water quality

discharge criteria established under Baffinland’s Water Licence.

In addition, periodic environmental inspections of the construction activities will be conducted
by Baffinland’s Environmental personnel in concert with the Contractor’s Health, Safety and
Environment Lead. Inspections will ensure Contractors are properly managing waste and
hazardous materials and operating in accordance with Project’s onsite procedures and
management plans. Inspections will be documented by taking photos of any deficiencies and
using Baffinland’s existing environmental inspection forms. Deficiencies identified will be
compiled and forwarded to the responsible Contractor to be corrected and addressed. Photos

will also be taken to document the construction of the new camp and associated infrastructure.

Schedule for Construction

The construction of the proposed infrastructure and facilities is planned to start as soon as the
Request for Modification approval has been received from the NWB with the intent of
completing the construction by the water diversion system by the end of September 2017 prior

to the ground freezing and the camp facility by the end November 2017.

Drawings of Engineered Structures

Hatch Ltd. (Hatch) was retained to design and provide issued-for-construction drawings for the
camp pad and proposed surface water diversion system. The issued-for-construction (IFC)

drawings are provided in Attachment 2 of this letter.

Horizon North Logistics (Horizon North) is the selected contractor for the construction and
commissioning of the new camp and associated facilities. A site plan and vendor drawings for

the new camp are provided by Horizon North in Attachment 5.

Proposed Sediment and Erosion Control Measures

Baffinland will employ a combination of sediment and erosion control measures (check dams,

rip-rap, silt fences, etc.), as outlined in Baffinland’s Environmental Protection Plan (BAF-PH1-

830-P16-0008 — Rev. 1)and Surface Water and Aquatic Ecosystems Management Plan (BAF-PH1-

830-P16-0026 - Rev. 4), to address and manage sedimentation concerns during construction. No
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sediment or erosion control measures are expected to be required once construction of the

diversion system has been completed.

We trust that this information meets the requirements for a Request for Modification under Part G of
Baffinland’s Water Licence and look forward to the NWB’s response. Please do not hesitate to contact

the undersigned or Andrew Vermeer should you have any questions or comments.

Regards,

Wayne McPhee,
Director Sustainable Development

Attachments:

Attachment 1: Milne Port Site Layout - 380 Man Camp

Attachment 2: Milne Port - Camp Pad Natural Stream Diversion — Hydrology & Hydraulic Calculations
(H353004-2100-240-030-001, Rev. 0)

Attachment 3: Construction Methodology - Camp Pad Water Diversion System
(H353004-40000-400-050-0001, Rev. 1)

Attachment 4: Water and Sewage Process Flow Diagram (H353004-40000-221-282-0001, Rev. 2)

Attachment 5: Camp Layout Drawing

Attachment 6: Construction Methodology — Milne Port Accommodation Facility
(H353004-40000-400-050-0003, Rev. 0)

Attachment 7: Memo: Wastewater Treatment Technology - Vendor Process Guarantee

Cc: Stephen Williamson Bathory (Qikigtani Inuit Association)
David Hohnstein (NWB)
Justin Hack, Jonathan Mesher, Sarah Forté, Karen Costello (INAC)
Todd Burlingame, Adam Grzegorczyk, Andrew Vermeer (Baffinland)
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Attachment 1
Milne Port — Milne Port Site Layout - 380 Man Camp
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Attachment 3
Construction Methodology - Camp Pad Water Diversion System
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Attachment 4
Water and Sewage Process Flow Diagram

H353004-40000-221-282-0001, Rev. 2
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Attachment 5

Camp Layout Drawing
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Attachment 6
Construction Methodology — Milne Port Accommodation Facility

H353004-40000-400-050-0003, Rev. 0


















Attachment 7

Wastewater Treatment Technology - Vendor Process Guarantee
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