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Effective June 16, 2006

P.O.Box 119 0a>¢ ALnr® bNLM

GJoA HAVEN, NU XO0B 1J0 NUNAVUT IMALIRIYIN KATIMAYINGI
TEL: (867) 360-6338 NUNAVUT WATER BOARD

Fax: (867) 360-6369 OFFICE DES EAUX DU NUNAVUT

WATER LICENCE
APPLICATION FORM

Application for: (check one)

[] New [ ] Renewal <] Amendment [ ]| Assignment [ ] Cancellation
LICENCE NO:
(for NWB use only)

1. NAME AND MAILING ADDRESS OF 2. ADDRESS OF CORPORATE OFFICE IN

APPLICANT/LICENSEE CANADA (if applicable)

Dundee Precious Metals, Inc. Dundee Precious Metals, Inc.

3060-200 Bay Street 3060-200 Bay Street

Toronto, ON M5J 2J1 Toronto, ON M5J 2J1

Phone: 416-365-5191 Phone: 416-365-5191

Fax: 416-365-9080 Fax:  416-365-9080

E-mail: drussell@dundeeprecious.com E-mail: drussell@dundeeprecious.com

3. LOCATION OF UNDERTAKING (describe and attach a topographical map, indicating the main

components of the Undertaking)
George Lake camp, with exploration drilling activities on the George Lake claim group. Potential drilling areas ard
outlined in red on the following map.

Latitude: (65°55’13” N) Longitude: (107°27°35” W)
NTS Map Sheet No. 76G, 76J Scale: 1:250,000
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Effective June 16, 2006

4, DESCRIPTION OF UNDERTAKING (attach plans and drawings)

Exploration camp, diamond drilling, prospecting. Primary support and accommodations for all activities will
be out of the existing camp at Goose Lake. Daily activities at the camp will consist of maintenance of vehicles
and facilities and drill support/resupply. Drilling operations will be helicopter-supported, with supplies stored
at both Goose Lake and George Lake. Drill crews will operate on a 24-hour schedule (2 12-hour shifts), and
return to Goose Lake at the completion of each shift.

5. TYPE OF PRIMARY UNDERTAKING (A supplementary questionnaire_must be submitted with the
application for undertakings listed in “bold™)
[] Industrial ] Agricultural
X] Mining and Milling(includes exploration/drilling) ] Conservation
] Municipal (includes camps/lodges) ] Recreational
[ ] Power ] Miscellaneous (describe below):

See Schedule Il of Northwest Territories Waters Regulations for Description of Undertakings

6. WATER USE

X] To obtain water [] Flood control
[] To cross a watercourse [] To divert a watercourse
] To modify the bed or bank of a watercourse [] To alter the flow of , or store, water

[] Other (describe):

7. QUANTITY OF WATER INVOLVED (cubic metres per day including both quantity to be used and
quality to be returned to source)

Water use [ ] 100m*day or less
X1 Greater than 100m*/day; if greater, indicate quantities to be used for each purpose (camp,
drilling, etc.) Minimal quantities (1-3 m3) for use around camp on a very sporadic basis.
Average daily use for drills of up to 35 m3 per drill (up to 4 drills). Total usage up to 140

m3/day.
Water returned to source
0 m*/day
8. WASTE (for each type of waste describe: composition, quantity (cubic metres per day), methods of

treatment and disposal, etc.)
[] Sewage X] Waste oil
X Solid Waste X Greywater
[ ] Hazardous X Sludges
X Bulky Items/Scrap Metal [] Other describe):

A pacto system is used for human waste when people are working at the camp (typically for periods of up
to 3 days). The resulting waste is securely packaged in plastic bags, transported to the main camp at Goose
Lake and disposed of in the camp incinerator.

Minimal quantities of greywater may be generated from camp use in the kitchen and dry. It will be
screened for large particles before being deposited into a sump where it will be allowed to percolate into
the ground.

Sludge from the drills is captured using the megabag system and deposited in a sump dedicated to this
purpose at the George Lake camp.

Waste generated at the drill, such as packaging, metal, etc. will be removed from the site either to George
Lake camp for medium-term storage and backhaul the following winter, or to Goose Lake camp for
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Effective June 16, 2006

processing with waste from the rest of the operation (the site to which it is brought will depend primarily on
the routing the helicopter is taking). Combustible waste will be disposed of in the camp incinerator, metal
waste will be packaged with other metal scrap for backhaul, and oil and lubricants will be disposed of
either in the waste oil heater (described below) or at an appropriate disposal facility.

A waste oil heater was installed in the north quonset at Goose Lake during the 2008 field season. Waste oil
from vehicle and generator maintenance will be thinned with diesel fuel and used to heat the quonset,
providing a comfortable work place to conduct maintenance activities during the winter months. Waste oil
in excess of what can reasonably be consumed in the heater will be stored for later use or backhaul and
disposal at an appropriate facility.

9. OTHER PERSONS OR PROPERTIES AFFECTED BY THIS UNDERTAKING (give name, mailing
address and location; attach if necessary)

Land Use Permit

DIAND [1Yes []No Ifno,date expected
Regional Inuit Association Xl Yes []No If no, date expected
Commissioner [1Yes []No Ifno,date expected

10. PREDICTED ENVIRONMENTAL IMPACTS OF UNDERTAKING AND PROPOSED
MITIGATION MEASURES (direct, indirect, cumulative impacts, etc.)

Water from drilling operations will be recirculated to minimize the quantity used. The megabag system is used by
Bradley Brothers to capture drill cuttings which are subsequently removed from the drill site by helicopter and
deposited in a sump. Clarified water drains through the bag and is allowed to disperse on the tundra where it
percolates into the ground and returns to the local watershed. Minimal quantities of rock flour and drill cuttings
may end up being deposited on the tundra, however they will have a very similar composition to that of the local
outcrop or overburden material and will therefore not represent a source of significant impact to the surrounding
environment. Compression of vegetation in the vicinity of the drill set up will occur; this impact will naturally
correct itself once the drill has been moved from the site.

No cumulative impacts are expected. No additional drills will be brought into site to conduct this operation, nor
personnel beyond what have been used in the past - only the 4 drills which are currently located on the project sits
and have been used in the past will be used.

NIRB Screening []Yes []No Ifno, date expected

11. INUIT WATER RIGHTS

Will the project or activity substantially affect the quality, quantity, or flow of water flowing through Inuit
Owned Lands and the rights of Inuit under Article 20 of the Nunavut Land Claims Agreement?

If yes, has the applicant entered into an agreement with the Designated Inuit organization to pay
compensation for any loss or damage that may be caused by the alteration. If no compensation agreement
has been made, how will compensation be determined?

This project will not substantially affect the quality, quantity or flow of water flowing through Inuit Owned Lands.

12. CONTRACTORS AND SUB-CONTRACTORS (name, address and functions)
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Effective June 16, 2006

Bradley Brothers - Diamond drill contractor
70 Industrial Blvd.
Rouyn-Noranda QC, J9X 6T3

Great Slave Helicopters — Helicopter services
106 Dickens Street
Yellowknife, NT, X1A 2R3

13. STUDIES UNDERTAKEN TO DATE (list and attach copies of studies, reports, research, etc.)

Cover pages and executive summaries of the most recent environmental baseline studies are appended.

14. THE FOLLOWING DOCUMENTS MUST BE INCLUDED WITH THE APPLICATION FOR THE
REGULATORY PROCESS TO BEGIN

Supplementary Questionnaire (where applicable: see section5)  [X] Yes [] No If no, date expected
Inuktitut and/or Inuinnagtun/English Summary of Project X Yes []No If no, date expected
Application fee of $30.00 (Payee Receiver General for Canada)  [X] Yes [ ] No If no, date expected
Water Use fee of $30.00 (unless otherwise indicated in Section 9 of the NWT Waters Regulations; Payee Receiver

General for Canada)
X Yes [] No If no, date expected

15. PROPOSED TIME SCHEDULE (unless otherwise indicated, the NWB will consider the application for
a five (5) year term)
] one year or less  (or) X Multi Year

Start Date: Completion Date:

Dan Russell Environmental January 6, 2009
Coordinator <

Name (Print) Title (Print) Signature Date

For Nunavut Water Board office use only
APPLICATION FEE Amount: $ Pay ID No.:

WATER USE DEPOSIT  Amount: $ Pay ID No.:
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HEAD OFFICE VANCOUVER OFFICE
Royal Bank Plaza, South Tower, 666 Burrard Street
Suite 3060, 200 Bay Street Suite 3220

P.O. Box 30 P.O. Box 14

Toronto, ON, Canada M5J 2J1 Vancouver, BC, Canada V6C 2X8
PRECIOUS METALS INC. |

Tel: 416.365.5191 Tel: 604.484.4223
Fax: 416.365.9080 Fax: 604.484.4587

Phyllis Beaulieu, Manager of Licencing
Nunavut Water Board

PO Box 119

Gjoa Haven, NU XO0B 1J0

January 7, 2009

RE: Amendment to License 2BE-GE0O0210

Dear Ms. Beaulieu,

As per the enclosed Water License Application Form and Supplementary Questionnaire, Dundee
Precious Metals Inc. (“DPM”) would like to request an amendment to the above-referenced water
license for the Goose Lake property.

In summary, we would like to request the following amendments:

1. Anincrease in the allowable daily volume from 100 m? to 140 m3. Recently we have had up
to 2 drills running in the permitted area, which falls within the current maximum daily volume.
At a daily rate of 35 m3 per drill, it is expected that the current maximum volume would be
exceeded should all 4 drills on the project be running at the same time in the permitted area.

2. Permission to take water for drilling operations to include lakes in the vicinity of drilling
throughout the George Lake claim group. As the license currently stands, water is only
allowed to be drawn from George Lake. Several proposed drill locations for the upcoming
exploration season are several kilometers away from George Lake, making its use as a
water source utterly impractical.

This amendment does not represent a change in scope of the project. Camp operations and
population will remain similar to previous years and as permitted under the existing license and
according to information already on file with the Board. As such, sections in the Supplementary
Questionnaire relating to the camp have been marked as “not applicable to this amendment”.
Questions which relate to water taking/storage and drilling operations have been completed.

| trust that you will find these documents meet your requirements. Payment of the $30 application
fee and the $30 water use fee will be arranged by credit card. Should you have any questions,
concerns, or need any further information, please do not hesitate to contact me by email at
drussell@dundeeprecious.com or by telephone at 416-565-2464.

Best regards,

S

Dan Russell, P.Geo.
Environmental Coordinator, Back River Project



mailto:drussell@dundeeprecious.com




Non-technical summary

Dundee Precious Metals Inc. (DPM) is a Canadian owned mining and exploration company that is
actively exploring for precious metals in the Back River District of the Kitikmeot, Nunavut Territory. The
Back River exploration project is located approximately 525 kilometres northeast of Yellowknife and is
400 kilometres south of Cambridge Bay. DPM is the operator for the project and is responsible for
maintaining all of the project permits. DPM is currently applying for an amendment to its George Lake
water license to allow for drilling activities throughout the George Lake claim group. This amendment
includes a small increase in the allowable daily volume of water (from 100 m? to 140 m3), as well as the
ability to use water from lakes in the vicinity of the drills rather than just from George Lake. Dundee
intends to drill exploration targets located in various locations on the George Lake claim group. The water
licese currently allows for water use from George Lake only. Several of the targets under consideration
are within a radius of up to 10 km from George Lake, rendering water use for the drills impractical as the
license currently stands.

A helicopter will be used to fly personnel to and from the area, as well as for drill support. At present, the
intention is to base all personnel out of the existing camp at Goose Lake, though the current camp at
George Lake may be used for short periods for maintenance, support or in the event of an emergency. No
additional buildings will be set up.

One wolf den site is known to exist approximately 2 km north of the camp at George Lake. This site was
occupied in 2007, but observations in 2008 did not indicate any signs of usage. Wildlife surveys from
2007 did not indicate any den sites throughout the rest of the claim group, and caribou and muskox
surveys throughout the season resulted in the observation of a group of 3 caribou and a separate group of
19 muskox to the northeast of the claim group. These animals were interpreted to be transient, and
therefore this activity is not expected to have any significant environmental impacts on animals, nor on
the land or water, and no mitigation measures are required. Best practice guidelines to minimize
disturbance to wildlife are given in the various licenses which DPM holds, and will be followed in this
operation.

Drilling services will be provided by an experienced contractor. Several Inuit employees (number to be
determined) will be hired to work at the Goose Lake camp in a supporting role (which may include core
splitting, sample shipping, camp maintenance, or equipment operation).
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Piluagnaqtuligutaungittuq nainaghimayuq

Dundee Precious Metals Nanminilgit (DPM-kut) tapkuat Kanatamiunit nanminigiyauyut
uyagakhiugnigmut havikhaghiug nigmutlu nanminilgit tapkuat havikhaghiughimagtut piyauyumayunik
haviknik tahamani Haningayuq Kuugagmi Nunaani tahamani Kitikmeotni, Nunavutagauyumi. Tamna
Haningayuq Kuugaq havikhaghignigmut havanga inigagtuq mikhaani 525 kilaamitat Kitaata kivataani
Yalunai tamnalu 400 kilaamitat kangiani Ikaluktutiak. DPM-kut aulattiyit taphumunga havanguyumut
havagaghutiklu ihuaghihimaniinik tamaita tapkuat havanguyumut piyungnautit. DPM-kut tatya
tukhigagtut ihuaghigiagutikhamik taphumunga George Tahiq imagmun laisanut piyungnautikhamut
ikuutagnigmik hulinigmik tahapkunani George Tahiq piyauyuni nunani. Una ihuaghaut ilalik mikiyumik
agligiagutikhamik pilagnikhanut uplug tamaat anginiinik imaq (talvangat 100 miitat Kikagiktumik
talvunga 140 miitat kikagiktumik), pilagnii atugnigmik imagmik tahignit tahamani haniani ikuutagviuyut
talvangaungittuq  kihimiutitlugu George Tahigmit. Dundee-kut piniaghimayut ikuutagnigmik
havikhaghiugnigmut tugaglugit allatgiit inai tahamani George Tahigq piyauhimayut nunani. Tamna
imagmut laisa tatya pilaqgtitiyug imaq atugtaunianik talvangat George Tahigmit kihimiuyug. Qaphit
tugagtauyut ihumagiyai tahamaniittut mikhaani tikitlugu 10 kilaamitat avatani George Tahiq, piplugu
imagmut atugnia ikuutagutinut ihuitpiagnianik taimaititlugu laisa huniumaititlugu.

Halikapta atugtauniaqg tingmititniinut havaktit talvunga taikangatlu nunamut, ikuutanutlu ikayugutaulutik.
Tatya, piniaghimayut talvangaqtaqlutik tamaita havaktit tatya atuqtumit hiniktaumavikmit talvani Goose
Tahigmi, piyugaluag tatya atugtuq hiniktaqvik talvani George Tahig atugtaulag hivikittumut
ihuaghaiviutitlugu hanayakhanut, ikayugtutaunianut igininagtugaqgatluniit. Ilayaulaittut iglugpaknik
nappagqtuilaittut.

Atauhig amaqut hita ilihimayauyuq talvani mikhaani 2 kilaamitat kitaani hiniktaumavik talvani George
Tahigmi. Una inaa atugtauyuq 2007-mi, Kihimik tautuktaunii 2008-mi naunaigutaungittut kitunitluniit
atugtauyakha. Angutikhat naunaiyagnii 2007-mit naunaigutaungittut kitunikluniit hitit inainik tahamuuna
ilagut piyauhimayug nunat, tuktutlu umingmaitlu naunaiyagnii talvuuna ukiungani pihimayut
tautuktauniinut katimayut 3 tuktut atunigtutlu katimayut 19 umingmait tavani kitaata kivatani tapkuat
piyauhimayut nunat. Tahapkuat angutikhat taiyauyut nutgangangittangi, taimaittumik una hulinia
nigiugiyaungittug pigagiakha angipyaktumik avatiliginigmut aktuaniinik angutikhanut, nunamutluniit
imagmutluniit, piittuglu  ihuaghautikhainik  pigiagnii  atugiagangittut. Nakuunigpanik pityuhiit
naunaipkutat mikhigiaghimaniinut ulapihagnii angutikhanut piyauyut piplugit tahapkunani allatgini
laisauyuni tapkuat DPM-kut tigumiaqtai, maliktauniaghutiklu ukununga aulatyutinut.

Ikuutagutit kivgagtuutit pigagtitauniat havakhaqgtunit kanturaktimit. Qaphit Inuit havaktit (gaphiunikhai
naunaigialgit) havaktitauniat talvangat Goose Tahiq hiniktaumavik ikayughiutiniinut havagaglutik
(tapkuat ilagalat ikuutagnut amuyauyut quplugniinik, naunaiyagat aulagtittagniinik, hiniktaumavik
ihuaghihimanianik, akhaluutitluniit aqutiuniinut).
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P.O.Box 119 ©0a2>¢ ALcnar® bNLM

GJoA HAVEN, NU  XOB 1J0 NUNAVUT WATER BOARD
TEL: (867) 360-6338 NUNAVUT IMALIRIYIN KATIMAYINGI
Fax: (867) 360-6369 OFFICE DES EAUX DU NUNAVUT

EXPLORATION/ REMOTE CAMP
SUPPLEMENTARY QUESTIONNAIRE

Applicant: _Dundee Precious Metals, Inc._ Licence No:

(For NWB Use Only)
ADMINISTRATIVE INFORMATION

1. Environment Manager: Dan Russell Tel: 416-365-2841 Fax: 416-365-9080

E-mail:_drussell@dundeeprecious.com_

2. Project Manager:_ Doug Cater Tel: 416-365-2840 Fax: _416-365-9080_

E-mail: _dcater@dundeeprecious.com_

3. Does the applicant hold the necessary property rights? Yes

4. Is the applicant an “operator’ for another company (i.e., the holder of the property rights)? If so,
please provide letter of authorization. No.

5. Duration of the Project

[[] Oneyearor less Start and completion dates:
v Multi Year:

If Multi-Year indicate proposed schedule of on site activities
Start: March 1, 2009 Completion:_2014

CAMP CLASSIFICATION
6. Type of Camp

Mobile (self-propelled)
Temporary
Seasonally Occupied:
Permanent
Other:_Temporary diamond drill sites

< oo

7. What is the design, maximum and expected average population of the camp?
The camp at George Lake will only be used periodically for maintenance and support
activities; it will not be occupied on a regular basis. Drilling activities will be helicopter
supported and based out of the Goose Lake camp, with supplementary support from
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8.

George Lake. Goose Lake camp has a maximum capacity of 80 people (2008 average of
38 people per day).

Provide history of the site if it has been used in the past.

The George Lake deposit has been extensively explored for gold for over 25 years,
including geophysics, mapping and diamond drilling. The most recent resource estimate
for the deposit estimates a NI 43-101 compliant resource of 1.45 Moz (indicated and
inferred). In 2008 samples were collected to evaluate the metallurgical properties of the
deposit which will in turn contribute to a determination of the economic potential of the
project. Further exploration work will be carried out in an effort to add to the current
resource and improve the project economics.

CAMP LOCATION

9.

10.

11.

12.

13.

Please describe proposed camp location in relation to biogeographical and geomorphological
features, and water bodies.

The current George Lake camp is located on the western shore of George Lake. It is
situated on a bedrock ridge and unconsolidated material derived from a northwest-
trending esker which runs for several kilometers in the area. In the area of the camp, the
esker surface has been prepared for use as an airstrip.

How was the location of the camp selected? Was the site previously used? Was assistance from
the Regional Inuit Association Land Manager sought? Include maps and/or aerial photographs.

NA to this amendment. Existing camp at Goose Lake to be used.

Is the camp or any aspect of the project located on:

[] Crown Lands Permit Number (s)/Expiry Date:

[[] Commissioners Lands  Permit Number (s)/Expiry Date:

v Inuit Owned Lands Permit Number (s)/Expiry Date: KTL304C018
March 2009

Closest Communities (direction and distance in km):

The hamlet of Bathurst Inlet is approximately 100 km from the camp at George Lake
Distance from the potential drill sites varies between 95-115 km.

Has the proponent notified and consulted the nearby communities and potentially interested
parties about the proposed work?

The most recent direct communication with the community of Bathurst Inlet took place
in September, 2007, with senior personnel from Goose Lake camp travelling to the
community. While most of the members of the community had left for Cambridge Bay
for the winter, a short, informal visit was held with Allen and Connie Kapolak and
Nancy and John Haniliak. During the discussion, they were told about the operations at
Goose Lake and George Lake camps, what we had accomplished over the summer, and
what we were looking forward to doing the following year. Discussion or
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communication with Bathurst Inlet regarding the activities in the George Lake area has
not occurred, though we anticipate re-establishing a dialogue with the community early
in 2009.

14.  Will the project have impacts on traditional water use areas used by the nearby communities?

We do not anticipate any impacts on traditional water use areas. Drilling and exploration
activities take place over a very small, restricted area, typically 100 m2 or less.
Precautions are taken to minimize impact on the local environment, and best practices
are employed to handle waste and cuttings. Should any concerns arise over traditional
water use areas, we will work with the affected parties to address them.

Will the project have impacts on local fish and wildlife habitats?
We do not anticipate any impacts to local fish and wildlife habitats. Current land use

permits provide guidance on minimizing disturbance to local wildlife, and these best
practices will be employed in the new areas as well.

PURPOSE OF THE CAMP
15. v Mining (includes exploration drilling)
[[] Tourism (hunting, fishing, wildlife observation, adventure/expedition, etc.)
(Omit questions # 16 to 21)
[] Other

16.  Activities (check all applicable)

[] Preliminary site visit
v Prospecting
v Geological mapping
v Geophysical survey (airborne)
v Diamond drilling
[ ] Reverse circulation drilling
[] Evaluation Drilling/Bulk Sampling (also complete separate questionnaire)
[] Other:
17.  Type of deposit (exploration focus):
[] Lead Zinc
[] Diamond
v Gold
[] Uranium
[ ] Other: ___

DRILLING INFORMATION
18. Drilling Activities

v Land Based drilling
v Drilling on ice
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19.

20.

21.

22.

Describe what will be done with drill cuttings?

Sludge from the drills is captured using the megabag system and deposited in a sump
dedicated to this purpose at the George Lake camp.

Describe what will be done with drill water?

Water from the drill will be recycled to minimize the quantity used, and allowed to
freeze in the hole upon completion of the drilling. Experience in this region indicates
that freezing of the hole can be completed in a timeframe ranging from hours to days.
Clarified water drains through the megabag and is allowed to disperse on the tundra
(directed away from any surface water body) where it percolates into the ground and
returns to the local watershed.

List the brand names and constituents of the drill additives to be used? Includes MSDS sheets
and provide confirmation that the additives are non-toxic and biodegradable.

MSDS sheets for drill additives are appended.

Will any core testing be done on site? Describe.
No core testing will take place at the drill sites. Core will be flown back to the existing
facility at Goose Lake for logging and sampling. All analyses will be conducted at

laboratories in any of Vancouver, Saskatoon, Ancaster, or elsewhere as deemed
appropriate.

SPILL CONTINGENCY PLANNING

23.

24.

25.

The proponent is required to have a site specific Spill Contingency Plan prepared and submitted
with the application This Plan should be prepared in accordance with the NWT Environmental
Protection Act, Spill Contingency Planning and Reporting Regulations, July 22, 1998 and A
Guide to the Spill Contingency Planning and Reporting Regulations, June 2002. Please include
for review.

The 2008 Spill Contingency Plan as approved by the Board is appended. This document
is scheduled for review in early 2009.

How many spill kits will be on site and where will they be located?
There will be 1 spill kit located with each drill.

Please describe the types, quantities, and method of storage of fuel and chemicals on site, and
provide MSDS sheets.

Diesel fuel will be stored in 205L drums at each drill site. Quantities will be dynamic,
but should not exceed 4-6 full drums at a time. All drums will be stored in artificial
berms (“insta-berms”). The MSDS sheet for the fuel is appended.
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Fuel caches of Jet-A and/or Jet-B for the helicopters may be located throughout the area.
Quantities will not exceed 4000L, and will consist of 205L drums contained within
artificial berms where practical. In 2008, serious human safety hazards were identified
with using these berms in the winter, as the plastic becomes extremely slippery and may
result in a lone pilot becoming seriously or critically injured in the field and unable to
call for or receive help in a reasonable time. As transport professionals, the pilots are
well-trained in safe fuel handling procedures, and it is felt that the safety hazard
presented by the plastic berms outweighs the mitigative benefits. It is also felt that snow
acts as an effective absorbent and barrier to all but the largest spills (which can be
avoided with safe, diligent handling procedures); minor spills can be cleared away with
no impact to the actual ground. As was started as a best practice in 2008, these caches
will be documented with a DPM Fuel Storage Report, a copy of which will be sent to the
INAC Inspector (currently Melissa Joy), and to the KIA.

WATER SUPPLY AND TREATMENT

26.

27.

28.

29.

30.

Describe the location of water sources.

The drilling is intended to test a number of exploration targets throughout the George
Lake claim group, most of which are several kilometers away from the currently
permitted water source at George Lake. The most convenient source of water would be a
lake in close proximity to the drill. We wish to have the license amended to allow for
water use at sites adjacent to drilling throughout the George Lake claim group (a similar
situation is currently permitted with the Goose Lake license 2BE-GO00510).

A map showing the potential drill locations is included in the Application Form. These
are general plans for the 2009 season, and are subject to review and modification.

Estimated water use (in cubic metres/day):

[[] Domestic Use: Max. 3m3/day Water Source: _George Lake
v Drilling: 35m3/day/drill (max. 4 drills) Water Source: Proximal to drill(s)
[] Other: Water Source:

Describe water intake for camp operations? Is the water intake equipped with a mesh screen to
prevent entrapment of fish? (see DFO 1995, Freshwater Intake End-of-Pipe Fish Screen
Guideline) Describe:

NA for this amendment.

Will drinking water quality be monitored? What parameters will be analyzed and at what
frequency?

NA for this amendment.
Will drinking water be treated? How?

NA for this amendment.
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31. Will water be stored on site?

Small volumes (up to 500 L) will be temporarily stored at the drill site should additional
water be required during the drilling operations.

WASTE TREATMENT AND DISPOSAL
32. Describe the characteristics, quantities, treatment and disposal methods for:

[[] Camp Sewage (blackwater)

[[] Camp Greywater

[] Solid Waste

v Bulky Items/Scrap Metal

_Will be removed to Goose Lake camp for backhaul and disposal.

v Waste Oil/Hazardous Waste
_Will be removed to Goose Lake camp either for burning in waste oil furnace or for
backhaul and disposal at an appropriate facility.

v Empty Barrels/Fuel Drums
_Will be removed to Goose Lake camp for crushing and backhaul for disposal at an
appropriate facility.

[] Other:

33. Please describe incineration system if used on site. What types of wastes will be incinerated?
NA for this amendment.

34.  Where and how will non-combustible waste be disposed of? If in a municipality in Nunavut,
has authorization been granted?

NA for this amendment.

35. Describe location (relative to water bodies and camp facilities) dimensions and volume, and
freeboard for all sumps (if applicable).

NA for this amendment.

36.  Will leachate monitoring be done? What parameters will be sampled and analyzed, and at what
frequency?

NA for this amendment.
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OPERATION AND MAINTENANCE

37. Have the water supply and waste treatment and disposal methods been used and proven in cold
climate? What known O&M problems may occur? What contingency plans are in place?

Water line freezing is a common problem during winter drilling operations, which
causes significant delays. Maintaining short water supply lines to the drills (i.e. using
lakes in the vicinity of the drill) will help to alleviate this problem.

ABANDONMENT AND RESTORATION

38. Provide a detailed description of progressive and final abandonment and restoration activities at
the site.

Waste materials at George Lake camp have been consolidated into a marshalling area for
backhaul during winter resupply flights. Drums of old fuel are stored in instaberms
pending availability of space on backhaul flights or consumption in a waste oil furnace.

Little reclamation of the camp itself has taken place as it is still used as a resupply base
and an emergency camp for crews working in the area. Several of the older wooden
structures have been removed over the years, and those sites show excellent signs of the
re-establishment of native species of plants.

Daily rig visits are conducted to ensure cleanliness, safety, and adherence to DPM’s
policies; drill sites are cleared upon completion of each setup. Waste materials are
transported back to Goose Lake camp for incineration or other appropriate disposal.

BASELINE DATA
39.  Has or will any baseline information be collected as part of this project? Provide bibliography.

v Physical Environment (Landscape and Terrain, Air, Water, etc.)

v  Biological Environment (Vegetation, Wildlife, Birds, Fish and Other Aquatic
Organisms, etc.)

[] Socio-Economic Environment (Archaeology, Land and Resources Use,

[] Demographics, Social and Culture Patterns, etc.)

v Other: _As one of the potential target areas in the Wishbone claim group requires
drilling from a lake surface, water samples were collected from the lake during the
2008 field season to establish water quality prior to drilling. The results of analyses
from these samples are appended to this application, and will be included in the
2008 annual report._

The title pages and executive summaries of the most recent baseline studies (2006,
2007) are appended.
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REGULATORY INFORMATION

40.  Ata minimum, you should ensure you have a copy of and consult the documents below for
compliance with existing regulatory requirements:

June 21, 2006
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ARTICLE 13 — NCLA -Nunavut Land Claims Agreement

NWNSRTA — The Nunavut Waters and Nunavut Surface Rights Tribunal Act, 2002
Northwest Territories Waters Regulations, 1993

NWB - Water Licensing in Nunavut - Interim Procedures and Information Guide for
Applicants

NWB - Interim Rules of Practice and Procedure for Public Hearings

RWED - Environmental Protection Act, R-068-93- Spill Contingency Planning and
Reporting Regulations, 1993

RWED A Guide to the Spill Contingency Planning and Reporting Regulations, 2002
NWTWB - Guidelines for Contingency Planning

Canadian Environmental Protection Act, 1999 (CEPA)

Fisheries Act, RS 1985 - s.34, 35, 36 and 37

DFO - Freshwater Intake End of Pipe Fish Screen Guideline

NWTWB - Guidelines for the Discharge of Treated Municipal Wastewater in the
NWT

Canadian Council for Ministers of the Environment (CCME); Canadian Drinking
Water Quality Guidelines, 1987

Public Health Act - Camp Sanitation Regulations

Public Health Act - Water Supply Regulations

Territorial Lands Act and Territorial Land Use Regulations; Updated 2000
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EXECUTIVE SUMMARY

Dundee Precious Metals Inc. (DPMI) is currently undertaking exploration
activities to assess the feasibility of constructing and operating a new gold mine
(the Back River Project) in the Back River area in the Kitikmeot region of
Nunavut, approximately 500 km northeast of Yellowknife, NT. The project
consists of six gold deposits, five of which are located in the George Lake area
and one in the Goose Lake area, 65 km southeast of George Lake. Proposed plans
for the mine include an airstrip, and may include a permanent road (72 km in
length) to access proposed port facilities at Bathurst Inlet. An access road
between George Lake and Goose Lake would also be required. These
developments will require Environmental Impact Statement (EIS)-level studies to
meet federal (Fisheries Act and Canadian Environmental Assessment Act) and
territorial (Nunavut Impact Review Board) regulatory guidelines.

To address regulatory guidelines, reliable and scientifically defensible baseline
(pre-development) information is required to characterize the status of existing
aquatic resources in the region. Although previous baseline studies have been
conducted for several environmental components in the project area (Norecol
1989; Sekerak 1990; Homestake 1992; Bion Research 1994:; Hubert and
Associates 1994; Canamera 1996; Norecol Dames & Moore 1997), many of
these studies are outdated and limited in scope. In 2005, DPM contracted Golder
Associates Ltd. (Golder) to conduct supplementary environmental work and
generate a rigorous and credible database for a future EIS report for the proposed
mining operations near Goose and George lakes.

The objective of the September 2006 field program was to update and address
data gaps from previous environmental baseline studies. To address temporal
variability in baseline data of aquatic resources, the 2006 field program repeated
several components of work conducted by Golder in 2005 (Golder 2006). These
previous components included 1) water quality data collection, 2) hydrology data
collection, and 3) meteorological monitoring station maintenance and data
retrieval for the Goose Lake area. The September 2006 program expanded the
water quality and hydrology data collection in the George Lake area. It also
included a fish inventory and reconnaissance-level bathymetric survey for
assessing fish habitat in lakes and streams in the project area.

-

Meteorology

DPMI implemented and maintains a meteorological monitoring program at
George Lake. The data will be useful for supporting components of the
environmental assessment that will be necessary for permitting the project and
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Hydrology

also for supporting other environmental studies. The data may also contribute to
a regional data bank, should one become established.

For the period from July 2005 through August 2006, the meteorological
monitoring program included hourly measurements of the following components:
rainfall, temperature, wind speed, wind direction, relative humidity, and solar
radiation. Sensors were mounted on a 3 m tripod located a few hundred metres
to the east of the abandoned camp facilities at George Lake on a rise, co-located
with several existing radio towers. Measurements were taken throughout the
year.

The temperature ranged from a high of 26.6°C in July 2005 to a low of -41.5°C
in January 2006. The average temperature recorded was -6.2°C. The average
recorded wind speed was 17.0 km/h. The highest sustained wind speed over the
course of an hour was 124.3 km/h. The wind blew most frequently from the
south-southeast in the winter and from the north-northeast during the summer.
Relative humidity values ranged from a low of 23.5% in August 2006 to a high
of 99.4% in May 2006. Solar radiation was predictably low in the winter, with
the recorded monthly peak occurring in June 2006.

During the 2006 program (4-13 September), hydrometric measurements were
collected from two regions near Back River: Goose Lake, including Ellice River,
and George Lake. Specifically, discharge and water surface measurements were
taken at the outflow of Goose Lake, one tributary to Goose Lake, and the
outflows of George and Occurrence lakes. Water surface measurements were
also collected at Goose, George, Bob, Lytle, and Fold lakes. Water surface
measurements in the Goose Lake area were based on previously established
benchmarks and were comparable to those taken during the September 2005
program. Water surface measurements in the George Lake area were based on
new benchmarks established for future monitoring programs.

Water Quality

The objective of the water quality survey was to collect additional baseline data
on waterbodies that may be affected by future mining development. Sampling
was conducted during late summer (4-10 September 2006) on Goose and George
lakes and associated streams. Both surface and bottom water samples were taken
from Goose and George lakes. Four small lakes in the George Lake area were
also sampled for surface water (Occurrence, Bob, Fold, and Lytle lakes).
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Surface water temperatures of study lakes and streams ranged from 5.9 to
12.3°C. The dissolved oxygen (DO) concentrations were near saturation levels
and ranged from 11.2 to 14.1 mg/L. Conductivity was generally low (22.8 to
90.5 uS/em), typical of waterbodies within the Nunavut region. The pH levels
were generally within the neutral to slightly alkaline range (6.8 to 8.9); however,
one inflow stream to George Lake had acidic water (pH = 4.3) and high
conductivity (1015 pS/cm) approaching saline conditions. Both George and
Goose lakes were isothermic and uniformly mixed during the late-summer
sampling period. All recorded concentrations of DO were above the Canadian
Council of Ministers of the Environment (CCME) minimum guideline for the
protection of aquatic life (6.5 mg/L) and early life stages of fish (9.5 mg/L).

Twelve of the 14 waterbodies and watercourses examined for water quality at the
Back River Project in September 2006 had one or more metals with elevated
values that exceeded CCME guidelines for the protection of aquatic life. Of
particular concern were two inflows to George Lake (W02 and W03) that had
metals at concentrations above the guidelines to protect aquatic life. Of the
metals tested, aluminum, cadmium, copper, iron, nickel, and zinc had
concentrations above CCME guidelines. Both cadmium and copper exceeded
CCME guidelines at the majority of stations sampled, whereas mercury, arsenic,
chromium, molybdenum, selenium, silver, and thallium were recorded at
concentrations within the guideline limits at all stations sampled.

Fish Communities

Fish sampling was conducted in Goose Lake, its outflow and at the George Lake
area, including George, Slave, Lytle, Bob, Occurrence and Moon lakes. Streams
connecting George Lake to Occurrence Lake, and the Occurrence Lake outflow
were also sampled for fish. The sampling resulted in the capture of 101 fish
representing six species, including lake trout, round whitefish, burbot, slimy
sculpin, lake whitefish, and Arctic grayling.

The fish communities in lakes were dominated by lake trout (77% of total catch),
followed by round whitefish (17%), lake whitefish (4%), and Arctic grayling
(1%). All lakes in the Back River Project area supported fish with the exception
of Moon, Slave, Occurrence, and Lytle lakes; however, Occurrence and Lytle
lakes may provide seasonal habitat for fish moving between George Lake and
waterbodies lower in the watershed. Electrofishing in study streams yielded a
community dominated by burbot and slimy sculpin (each species contributing
44% of total catch). Arctic grayling was also present in the study streams (11%
of total catch).
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Fish sampling results suggested that the Goose Lake system had a community
comprised of all six study species, whereas the George Lake system had only
four species present (lake whitefish, Arctic grayling, burbot, and slimy sculpin).
Cisco spp. and ninespine stickleback were not captured during this inventory but
are known to occur in the study region, for example, at waterbodies in lower
reaches of the watershed.

Lake Habitat (Bathymetry)

Reconnaissance-level bathymetric surveys were completed in Goose, George,
Fold, Bob, Occurrence, Lytle, Moon, and Slave lakes. The deepest lake was
Goose Lake at 24.8 m, followed by George Lake at 17.3 m, Fold Lake at 15.1 m,
Bob Lake at 6.7 m, Occurrence Lake at 1.8 m, Lytle Lake at 1.4 m and both
Moon and Slave lakes at 1.1 m. The latter four lakes likely provide poor over-
wintering habitat for fish given their shallow waters.
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Executive Summary

As part of initial environmental baseline requirements, wildlife field activities were conducted in
2007. These studies were associated with Dundee Precious Metals Inc.’s Back River Project south
of Bathurst Inlet. The overall objective of these field studies was to provide baseline data on wildlife
species and habitats presumed to be of concern or importance to regulators and communities. A
Back River Project Regional Study Area (RSA) was developed to incorporate a 30 km buffer
around the proposed development footprint as known in early 2007, resulting in an area of
approximately 11,500 km?. Field activities in 2007 focussed on ungulates, carnivore den sites,
raptors, and upland breeding birds.

Ungulates

Five aerial surveys were conducted in 2007 to collect information on barren-ground caribou
(Rangifer tarandus groenlandicus) and muskoxen (Ovibos moschatus) in the RSA. One kilometre
wide transects spaced at 8-km intervals (~12.5% coverage) were flown between mid-May and mid-
September using a fixed-wing aircraft. The greatest numbers of caribou on transect were observed
in mid-May and late July (11.3 and 13.9 caribou/100 km?, respectively). Two caribou herds used or
came close to the RSA during 2007. Animals from the Ahiak herd were present in May, migrated
out of the area to calving grounds east of Bathurst Inlet by early June, and returned into the area in
late July (including nursery groups). Nursery groups of Bathurst caribou swept through just west of
the RSA in mid-July. Few caribou remained in the RSA by mid-September. In general, caribou
used the southern half of the RSA to a greater extent, possibly avoiding the more rugged and rocky
northern portions.

Muskoxen were observed in low numbers throughout the study area during each survey. The
maximum density was observed in late July (2.02 muskoxen/100 km?). Including muskoxen
observed on and off transect, 40-43 animals were the most recorded in any survey. Overall, calves
comprised 10% of muskoxen on transect (n = 50) and 12% off transect (n = 82).

Carnivores

The 2007 carnivore program consisted of aerial esker surveys for dens. A low-level helicopter
survey of major eskers and other glacio-fluvial deposits (primarily along rivers) was conducted in
mid-June, and most sites were re-visited in early August. Five active wolf (Canis lupus) dens and
three active red fox (Vulpes vulpes) dens were found. Pups were observed at four of the wolf dens,
but to minimize disturbance no effort was expended to obtain an accurate count of litter size. No
grizzly bear (Ursus arctos) or wolverine (Gulo gulo) dens were found during the aerial den site
surveys. However, two grizzly bear dens were found during upland breeding bird surveys. Eleven
grizzly bears were observed during various aerial surveys within the RSA, all single animals except
for one group of a female with two cubs of the year.

Raptors

Occupancy (mid-June) and productivity (early August) surveys for raptors were conducted to
establish baseline data on distribution and productivity. The raptor study area covered
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Executive Summary

approximately 6,600 km?, and all cliffs and potential nesting habitat within this area were surveyed
by helicopter. Eighty occupied raptor sites were observed during the June surveys, distributed in
clumps following the topography of the area. Peregrine falcons (Falco peregrinus tundrius) were
the most common raptor (39 occupied sites), followed by rough-legged hawks (Buteo lagopus;
27 sites). Nine golden eagle (Aquila chrysaetos), one gyrfalcon (Falco concolor), and four occupied
raven (Corvus corax) nests were also found. Very poor nesting success of the later nesting species
was documented. Only 7% of occupied peregrine falcon sites and 4% of rough-legged hawk sites
were productive, likely related to the late spring and poor spring weather.

Upland Breeding Birds

Surveys for songbirds, shorebirds, and other land birds (herein termed upland breeding birds) were
conducted in late June close to the proposed mine sites and roads as known in early 2007. Sixty
plots (each 400 m x 400 m; 16 hectare in size) and 47 transects (400 — 2,000 m in length) were
surveyed, covering both major and less common habitats with the survey area. Thirty-six species of
birds were observed during the survey. An additional two bird species were recorded on other
surveys within the larger RSA. The species assemblage was representative of the common
diversity and abundance of species found in the low Arctic tundra. The relative abundance of eight
species of songbirds in 60 plots (a total of 960 ha) was 0.92 songbirds/ha, and in 47 transects
(1,190 ha) was 0.70 songbirds/ha. In 22 plots (352 ha) where shorebirds were present, the relative
abundance was 0.25 adults/ha for all eight species combined, and for 25 transects (624 ha) it was
0.13 adults/ha. Eskers provided a large diversity of bird species because they encompass and
border several habitat types.
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Executive Summary

As part of environmental baseline requirements, field activities concerning fresh water aquatic
resources were conducted in 2007. These studies were associated with Dundee Precious Metals
Inc.’s Back River Project south of Bathurst Inlet, Nunavut. Two potential gold deposits, George
Lake and Goose Lake, are being explored along with other prospective areas of gold
mineralization. The overall objective of these field studies was to provide baseline data on aquatic
resources presumed to be of concern or importance to regulators and communities, specifically
local hydrology, water and sediment quality, and fisheries. Project study areas were developed
based on previous sampling programs and the anticipated area of impact associated with mine
development.

Snow pack depths and densities were measured along a potential access route from Goose Lake
to Bathurst Inlet. Hydrology studies were concentrated in the Goose Lake and George Lake study
areas. Stream and lake levels and stream discharges were measured. Eight hydrometric stations
located near the Goose Lake site, and six hydrometric stations at the George Lake site were
installed and monitored. Also, water levels were monitored on one site along the proposed road
route between the two camps. The data showed that stream flow peaked in late June to early July.
Generally, flow decreased steadily throughout the summer, but increased slightly in late August
and early September. Data collection was discontinued in mid-September, at which time all data
loggers were downloaded for a final time, and reprogrammed for recording over the winter season.

The water quality program was designed to capture seasonal variability in the aquatic environment.
This included sampling during spring freshet in early July as well as during open water conditions in
summer and fall periods in both the George Lake and Goose Lake study areas. Sampling results
were compared to the CCME guidelines for protection of aquatic life. Copper was commonly above
the guidelines in lakes and streams. Lone Cow Pond (L317), along strike of the George Lake
deposit, had many parameters that exceeded guidelines. Based on the water quality and the lack
of anthropogenic metal sources, elevated metals can most likely be attributed to highly mineralized
geologic formations in the area through surface or sub-surface interaction. The comparison of total
metals to dissolved metals suggests that suspended solids are not a significant source of metal in
the George Lake and Goose Lake study areas.

The sediment quality program consisted of one sampling event in August. Sediments were
collected from four lakes in the George Lake study area and one lake in the Goose Lake study
area, and evaluated using two CCME guidelines: the Probable Effects Level and the Interim
Sediment Quality Guideline. It is evident that arsenic is a parameter of concern in the lake
sediments of the Goose Lake and George Lake study areas; however, arsenic in the water column
was at or below detection limits in most water samples. It is anticipated that it will be necessary to
conduct aquatic toxicity tests in order to better understand potential toxicity of arsenic at these sites
as well as to develop site-specific guidelines.

Lake L411 in the George Lake local study area was studied to determine fish-bearing capacity, as
it was relevant to a proposed airstrip expansion. Based on morphometry, the lake was determined
to be non-fishbearing; maximum depth of the lake was shallow such that it would freeze to the
bottom over winter and no inlet or outlet channels were observed.
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