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Dear Mr. di Pizzo;
Re: Ulu Water Licence NWB1ULU0008

On October 23, 2004 Wolfden sent an email to Phyllis Beaulieu, Licensing Administrator, NWB
requesting clarification of the term “operation” as it is used in the Ulu water license. Ms
Beaulieu forwarded Wolfden's inquiry to David Hohnstein, Technical Advisor, NWB. Mr.
Hohnstein issued Wolfden an email on November 18, 2004 indicating the definition of the term
“operation” is not specifically defined but is used synonymous with “activity” throughout the
document. He further indicated that he checked with the Licensing Administrator and there
does not appear to be any correspondence from Wolfden indicating that “activity” at the site has
resumed. Mr Hohnstein further stated “activity” can be as minimal as operation of the camp
accommodations or as extensive as re-opening the underground workings and carrying out a
drill/lexcavation program. Essentially, any situation where water use and waste disposal would
be required could be considered an activity under the license.

During February 2004, when Wolfden submitted it's Land Use application to the Kitkmeot Inuit
Association (KIA), Wolfden interpreted the term “operation” to apply to re-opening the portal at
Ulu and "working underground”. Wolfden did not believe it applied to it's 2004 surface drill
program and therefore did not fulfill all of the requirements in the Ulu water license. In October
of this year, Wolfden re-read the water license, in conjunction with filling out it's application to
the KIA requesting permission to perform an underground exploration program at Ulu in 2005. |t
was then Wolfden questioned what the meaning of the term "operation” was and therefore
submitted it's inquiry to Ms. Beaulieu.

Therefore, from Mr. Hohnstein's interpretation of the term “operation” and “activity” it appears
that Wolfden has neglected to fuffill the following terms of the Ulu water license:

309 Court St 5., Thunder Bay, Ontario P7J 2Y1 Tel. (807) 346-1668 or 473-6723 Fax (807) 345-0284



DEC-156-2004

13:10 WOLFDEN RESOURCES INC. 18073450284 P

PART C: CONDITIONS APPLYING TO WATER USE

ltem 4.

“Within six (6) months following notification to the Board by the Licensee that
operation at the site will be resumed, the Licensee shall submit to the Board Terms
of Reference for hydrological assessment of Wast Lake, including an
implementation schedule.”

PART D: CONDITIONS APPLYING TO WASTE DISPOSAL

ltem 7.

ltem 8.

ltem O.

Item 10,

Item 11.

item 19.

“The Licensee shall submit to the Board for approval, at least sixty (80) days of?
(following?) notification to the Board by the Licensee that operation at the site will be
resumed, a proposal for the disposal of minewater and excess runoff water
from the Retention Pond and Settling/Neutralization Ponds. The proposal..."

"The Licensee shall submit to the Board for approval, at least sixty (60) days of?
(following?) notification to the Board by the Licensee that operation at the site will be
resumed, a plan outlining the inspection and follow-up programs. The
Licensee..."

“‘Upon notification to the Board by the Licensee that operation at the site will be
resumed, an Inspection of the earthworks, geological regime, and the
hydrological regime of the project is to be carried out annually during the summer
by a Geotechnical Engineer. The Geotechnical Engineer's report shall be submitted
to the Board within sixty (60) days of the inspection, with a covering letter from the
Licensee outlining an implementation plan to respond to the Engineer's
recommendations.”

“The Licensee shall submit to the Board for approval within two (2) months of
operations on site resuming a plan for ongoing Acid Rock Drainage (ARD) and
Geochemical Characterization. The plan..."

“The Licensee shall submit to the Board for approval at least sixty (60) days of?
(following?) notification to the Board by the Licensee that operation at the site will be
resumed, a Waste Rock and Ore Storage Plan to address the management of all
drainage from ore and waste rock storage areas, both permanent and temporary,
over the term of the Licence. The plan...”

“The Licensee shall submit to the Board for approval a disposal plan that
addresses the disposal of the sludges produced from the rotating biological
contractor prior to any deposit of waste. The plan..."

PART H: CONDITIONS APPLYING TO OPERATION AND MAINTENANCE

ltem 1.

“The Licenses shall, at least sixty (60) days of? (following?) notification to the Board
by the Licensee that operation at the site will be resumed, submit to the Board for
approval, a plan for the Operation and Maintenance of the Sewage and Solid
Waste Disposal Facilities in accordance with..."

In addition, Walfden was to have provided the NWB with an updated assessment of the current
mine restoration liability at ULU within six (6) months of receiving your letter dated March 23,
2004 discussing assignment of the Ulu water license. Wolfden has attached an updated
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assessment of the current mine restoration liability at Ulu to this letter which amounts to
$1,408,408. This amount is less than the current security bond of $1,685,210 Wolfden has on
file with the NWB/Minister of Indian and Northern Affairs.

Also, according to Part E: Conditions Appling to Spill Prevention and Contingency Planning and
Part |: Conditions Applying to Abandonment and Restoration of the water license, Wolfden was
to submit a Spill Contingency Plan and a revised Interim Abandonment and Restoration Plan.
These reports were submitted to Ms Beaulieu on February 8, 2004. Wolfden did not receive an
acknowledgement of their receipt nor a return comment. Does the NWB have these reports on
file? If not, Wolfden can forward them electronically or via courier.

As indicated in many of the items listed, a question mark is placed after “of’ and “following®. In
Wolfden's copy of the water license “of" has been lined out and “following” written in its place
and initialled by some unknown person. Please clarify which word applies.

The intent of this letter is to notify the NWB that Wolfden is now aware of the deficiencies and
has engaged engineers and environmentalist through BGC Engineering Inc. and Gartner Lee
Ltd., respectively, to assist Wolfden in fulfilling the requirements of the Ulu water license. After
discussions with BGC and Gartner Lee, Wolfden expects to complete all requirements early in
the New Year. Wolfden will submit the reports to the NWB as we receive them.

If you have any comments or questions | can be reached at (807) 346-2762 or via email at
dave. anson Ifdenresources.com.

Kind Regards,

TG

David B. Stevenson, M.Sc., P.Geo.
Project Manager, Ulu
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