B ..

Deloitte
& Touche

|
-
©)
=
®
S
o
o
|
O
o
o)
=
=
=
)
<)
c
®
14
>
c
<

Project Description Supplement

Interim Receivership
September 16, 2002




Project Description Supplement

Submitted by Deloitte & Touche Inc.
in its capacity as Interim Receiver of

Anvil Range Mining Corporation

September 2002

Produced with the assistance of:

SRK Consulting Inc.

==\/=SRK Consulting

Erapiragivrs and Soionilisls



Deloitte

&Touche
Table of Contents
L. PURPOSE ...ttt ettt et et a e te et e e et e bt e st eaeeeseene e teestenseeseentanse st enseseeneensesseensenseeneenes 1
2.  ADDITIONAL INFORMATION IN SUPPORT OF THE PROJECT DESCRIPTION........ccccvviriieeenee. 2
2.1 MANAGEMENT CONTEXT ......ooeiit ettt ettt ettt e bttt e st ne et eneesseeneennas 2
2.2 TECHNICAL ANALYSIS OF THE 1996 ICAP..........ccoooiioiiiiieieeeeeee et 4
221 GENERAL WEAKNESSES OF 1996 ICAP.......oiiiiiiiiteeetee et 5
222 SCIENTIFIC AND TECHNOLOGICAL ADVANCES ..ottt 6
223 INFORMATION GAPS FOR FINAL CLOSURE PLANNING......ccceceierinieieieneneeeeeie e 7
224 LINKAGES AMONG CLOSURE COMPONENTS ......ccociiiiiiiininieeeseeteeie et 10
225 INDEPENDENT ACTIVITIES ...ttt ettt see e ae e enes 10
2.3 TIMING OF THE FINAL CLOSURE AND RECLAMATION PLAN .......ccocooeioiiiaiiiiieeeeeee e 14
3. CONCLUSION ...ttt ettt ettt et ettt e et e et e e tese et e enee st eseenseaseeneenseeseemsenseeeeemsanseestenseeseensaseeneensesseensans 17
APPENDIX — SUMMARY TABLE OF PREVIOUS CLOSURE PLANS ..ottt ettt eeee e 18
LIST OF FIGURES
Figure 2.1 Process flow chart of planned closure studies for the Anvil Range Site.........cccceceveevereencniencncenene. 16
LIST OF TABLES
Table 2.1 - Knowledge Gaps with Respect to Hydrology and Hydrogeology .........cccceevieiieviieniiiieeiieneesee e 8
Table 2.2 - Knowledge Gaps with Respect to Water ChemiStry.......c.ccvveeiiiiviieiieiieiieesee e e eseesreeve e esveesnes 8
Table 2.3 - Knowledge Gaps with Respect to Engineering and Field Geotechnical...........ccccccveeevieiienienreecrieneenen. 9
Table 2.4 - Relationships among closure methods and Faro Pit options in the 1996 ICAP...........cccccovvivininincn. 11
Table 2.5 - Relationships among closure methods and Rose Creek Tailings alternatives in the 1996 ICAP .......... 12
APPENDIX TABLES
Table A1 — 1996 ICAP (Faro Mine — Mine WOTKINGS) .......cceevrieruierverrieiiesiiesieesreeseesseesseesssessneesseessessssessessssenens 19
Table A2 — 1996 ICAP (Faro Mine — TaIliNGS) .....ceeoveerieerieeriieeiieeieeieeieesteesite st eee et ete et e st e setesnteenbeeaseeseesseesnes 23
Table A3 — 1996 ICAP (Faro Mine — Waste DUIMPS) .....cccueeouieriieniienieiie ettt ste ettt e st e seaeetesbeesseeseesseesnes 27
Table A4 — 1996 ICAP (Faro Mine — Water Management)..........c.evverveevreerreesieesreaseesseeseessesseessessseesssesssesseenens 30
Table AS — 1996 ICAP (Faro Mine — Mine and Mill FaCIlIties).......cc.cccveriiiviieniieiieiiecieesieesee e e e e 34
Table B1 — 1996 ICAP (Vangorda/Grum Mines — Mine Workings) .........cccceoeriereriinieninnienenienieerenieeeenieseennens 35
Table B2 — 1996 ICAP (Vangorda/Grum Mines — Waste DUMPS).....ccceoerviiririieniniinienteenieeienieeeeseeeesie e 38
Table B3 — 1996 ICAP (Vangorda/Grum Mines — Water Management)...........cc.cccveeveerieeriesreenneesieesnesneesneessnenes 40
Table B4 — 1996 ICAP (Vangorda/Grum Mines — INfrastrucCture).........cceveerieeiiieneenieeieeieesee et evee s 42
Table C1 — Faro Down Valley Tailings Facility — CRI, SRK, 1991 ....cccooiiiiiiiniiiiiieitceeeeeese e 43
Table D1 — Faro Mine, Curragh Resources 1988 — All FACIItIES .......ccveivieviieriieiieiieereesiee e e ere et sere e eee s 52
Table E1 — Faro Rose Creek Tailings Facility — Klohn Leonoff 1981 — Rose Creek Tailings..........cccccevveieeneenne 54
Table E2 — Faro Rose Creek Tailings Facility — Klohn Leonoff 1981 — Other Facilities — Independent of Closure
OF ROSE CIEEK TaAIlINES .....veevieiieeeiieeiieiieiteitest e st et e eteesteesteestaeseseesbeasseesssesssessseasseessaesssessaesssesssessseassessseessennssensns 56
Table of Contents

4



Purpose is to respond
to request for
additional
information on the
proposed next licence
term

The plan for 2004-
2008 is to continue
care and
maintenance and
prepare a Final
Closure and
Reclamation Plan

Some questions have
been raised regarding
the Project
Description

Deloitte
& Touche

1. PURPOSE

In early June 2002, the Interim Receiver of Anvil Range Mining Corporation (“Anvil
Range”) submitted to DIAND Environment Directorate a document (hereafter referred to
as “Project Description”) to initiate a CEAA process relating to the renewal of the water
licence for the Anvil Range property. The present document is a supplement
(“Supplement”) to the Project Description, submitted in response to requests for
additional information from some members of the Regional Environmental Review
Committee to the Project Assessment Manager at DIAND Environment Directorate.

The Project Description describes the objective of the Interim Receiver to apply for a
single water licence for the site for the period from January 1, 2004 to December 31,
2008 (5 years).

Activities to be carried out during the 2004-2008 timeframe will include:

e as afirst priority, to continue to care, maintain and protect the property and the
environment
to consult with stakeholders

e to manage any emergency reclamation work on site
to continue selected reclamation of mine elements which are not integrated or
linked to the rest of the property from the perspective of closure planning

e to carry out required scientific and engineering studies to support the preparation
of a Final Closure and Reclamation Plan (“FCRP”).

The questions that have been raised regarding the Project Description are made in the
context of a long history at the site with a lack of closure planning and related activities.
Specifically, it is the understanding of the Interim Receiver that additional information is
being requested regarding:

e accountability for the development of the closure plan, specifically with regards
to continuity and momentum of closure planning efforts

e aclarification of the extent to which existing information and closure studies will
be used and a more detailed technical justification regarding the need to revisit
closure plans and assumptions.

e Timelines and interlinkages of closure studies.

Anvil Range Water Licence Renewal — Project Description Supplement
9/17/2002
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This Supplement to the Project Description provides additional information along the
themes of the questions described above. Specifically, the Supplement focuses on:

e the management context and a clarification of the role of the proponent

e atechnical analysis of the 1996 Integrated Comprehensive Abandonment Plan
(the “1996 ICAP”) and previous closure documents

e an overview of process flow for closure planning and the interconnections
between the studies.

In summary, the questions raised focus on providing an elaboration of the rationale for
proposing a five-year term for the next licence period. Additional information regarding
the physical activities of care and maintenance and selected stand-alone reclamation work
will be provided in the Environmental Assessment Report.

2. ADDITIONAL INFORMATION IN SUPPORT
OF THE PROJECT DESCRIPTION

21 MANAGEMENT CONTEXT

Deloitte & Touche Inc. was appointed Interim Receiver (“ Interim Receiver”) of Anvil
Range pursuant to an order of the Ontario Court (General Division) (“the Court”) on
April 21, 1998 (“Interim Receivership Order”). This appointment and the Interim
Receivership Order itself were recognized and confirmed by the Supreme Court of the
Yukon. The Interim Receiver has overseen the management of the property under the
terms of the existing water licences since that time.

The rights and responsibilities of the Interim Receiver are set out in the Interim
Receivership Order. These include:

e “toreceive, preserve, protect and realize upon the Assets”; and

e the authority to “apply for any permits, licences, approvals or permissions on
behalf of [Anvil Range] as may be required by any government or regulatory
authority”

All accounts are submitted to the Court for its review and approval.

DIAND is currently advancing required funding on a secured basis to ensure ongoing
care and maintenance activities continue at the mine site. As the mine has no economic
value and there are no other present sources of funding which will pay for the ongoing
protection of the environment, DIAND is at present the exclusive funder of the Interim
Receivership.

It is important to note that the ability of the Interim Receiver to carry out the studies and
activities proposed in the Project Description are dependent on the availability of funding
for this project.

Anvil Range Water Licence Renewal — Project Description Supplement
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In the CEAA process relating to the renewal of the water licence, the Interim Receiver is
the proponent of the project, as defined in Section 2 under CEAA.

Through the authority granted by the Interim Receivership Order, the Interim Receiver
will be applying for a new water licence for the mine site. Anvil Range (as represented
by the Interim Receiver), will be legally bound by the terms of the new licence, as it is
currently bound by the terms of the existing licences. The Interim Receiver intends to
submit a Final Closure and Reclamation Plan during the next licence term. It is expected
that a binding licence requirement will be made under the terms of the renewed water
licence.

The objective of the Project Description and its associated management context is to
maximize continuity, momentum and stability for this project, including closure
planning, during a period of transition, uncertainty and turnover regarding legal
proceedings described below regarding the Plan of Arrangement and regarding the
implementation of the agreement regarding devolution between the Government of the
Yukon (“YTG”) and the federal government (“DTA”).

With regard to the issue of continuity, the Interim Receiver will ensure that its consulting
team has continuity with the engineering and environmental teams that have worked on
the site in previous years and maximizes the use of local expertise. In addition, the mine
manager has been under contract with the Interim Receiver since 1998. The Interim
Receiver has also made efforts to minimize turnover of operational staff. Finally, within
Deloitte & Touche Inc., the engagement partner, senior management and environmental
staff on the project have been consistent since 1998.

Due to protracted legal proceedings relating to the approval of a Plan of Arrangement
which provides for a comprehensive settlement between DIAND, the YTG and secured
creditors of the estate, the Interim Receiver currently remains in place to oversee the
estate administration. If the Interim Receiver is discharged by the Court before a FCRP
is approved, the Anvil Range property will become an Abandoned Site under the DTA.
The complex nature of the environmental issues at the site and the current wide range of
closure costs, estimated at between $200 to $400 million, drives the need for a rational,
step-by-step closure planning process, such as laid out in the Project Description and the
present Supplement. As such, the closure planning process laid out in the Project
Description is a pragmatic, rational process that needs to be and will be executed
regardless of the identity of the proponent.

Finally, it is also important to note that it has been shown that this mine is non-economic.
The chances of the property reverting to regular mining operations under the management
of a private mining company are nil.

The care and maintenance activities of the Interim Receiver will be carried out according
to the same model that has been followed since its appointment in 1998. Specifically,
care and maintenance objectives are driven by the risk based management approach
defined in the Project Description. With respect to the short-term risks which need
addressing in a given year, the Interim Receiver consults with DIAND as well as with
other regulators and advisory groups as required. In addition, whenever possible, the
Interim Receiver addresses these matters in court reports before undertaking these
activities and obtains Court approval. On occasion, where advanced Court approval has

Anvil Range Water Licence Renewal — Project Description Supplement
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not been obtained, the Interim Receiver ensures that such activities are described in detail
in its next court report and it obtains DIAND’s approval prior to carrying out the
proposed work. The funding for these activities is subject to court approval and is
provided by the federal government (specifically through DIAND). The care and
maintenance activities are carried out under the supervision of the regulatory agency
relevant to each activity.

Under the terms of the current water licenses, the Interim Receiver meets annually with a
Technical Advisory Committee (“TAC”) to review and discuss the ongoing care and
maintenance activities at the mine site. In addition, a semi-annual memo is provided to
the TAC members to keep them apprised of such activities.

The second objective of the licence period is to submit and obtain regulatory approval for
a Final Closure and Reclamation Plan. As such, an additional parallel consultation
structure is being defined to meet these objectives.

At the last meeting of the TAC in July 2002, the Interim Receiver committed to
submitting a proposal to existing TAC members regarding updating the structure of the
TAC to reflect the current closure planning objectives and the cessation of operations at
the mine site.

Senior officials of the federal government and YTG are discussing how the provisions of
the DTA relating to the seven Type II sites (located in the Yukon) can best be
implemented. The outcome of these discussions as well as consultations with First
Nations identified in the DTA will help in identifying mechanisms for First Nations,
stakeholders and public involvement in the development and implementation of a FCRP
for the Faro mine.

2.2 TECHNICAL ANALYSIS OF THE 1996 ICAP

The following section outlines a technical analysis of previous closure plans, with
particular emphasis on the plan most recently submitted, the 1996 ICAP . The purpose is
not to provide any direction at the present time regarding closure, but rather to justify the
need for re-evaluating closure measures proposed in previous closure plans, while
building on the work that went into those previous plans.

There have been four closure plan documents for the Faro site:

e Faro Mine Tailings Abandonment Plan, prepared by Klohn Leonoff Consulting
Engineers, 1981.

e Abandonment Submission: Summary report, prepared by Curragh Resources,
1988.

e Down Valley Tailings Abandonment Plan, prepared by SRK for Curragh
Resources, 1991.

e Integrated Comprehensive Abandonment Plan, prepared by Robertson
Geoconsultants Inc., 1996, for Anvil Range.

In addition, closure plans for the Vangorda and Grum sites were provided in the Initial
Environmental Evaluation and Water Licence Application documents.

Anvil Range Water Licence Renewal — Project Description Supplement
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Summaries of each of the Faro closure plans are provided in Appendix 1 to this report.
While some consultation took place during the development of these plans, it is important
to highlight that none of these plans have gone through a regulatory review and approval.
In addition, these plans have never been through an environmental assessment.

2.21 GENERAL WEAKNESSES OF 1996 ICAP

The 1996 ICAP presented an update and/or summary of most of the scientific and
technical information contained in the previous closure plans. It also proposed an
evaluation of a limited number of closure measures. However, there are many reasons
why the Interim Receiver believes that the 1996 ICAP is not a sufficient basis for
implementing closure measures. These reasons were touched upon in the Project
Description, which makes reference to considerable advances since 1996 in mine closure
best practices and in site characterization information, to knowledge gaps and
uncertainties in the assessment of the timing and magnitude of the closure problems, and
to the fact that the 1996 ICAP was developed by a mining company based on the
assumption that mining would continue for many years.

The following paragraphs provide additional information regarding these scientific
advances, knowledge gaps, and changed assumptions and indicates that the feasibility
and technical merit of some closure measures should be re-evaluated prior to
implementation of any closure plan. In addition, the review points to interdependence of
the different components of the site in respect to their associated closure measures, which
drives the need for an integrated re-evaluation before monies are spent in implementing
most of the closure measures.

As an introduction, the general weaknesses of the 1996 ICAP include:

e The “closure plan” portions of the 1996 ICAP (Chapters 7-9) generally discuss
only two or three alternatives for each major component of the site. A specific
example is the Faro Main Zone Pit closure discussed in Section 7.1.1, for which
only two alternatives are considered, namely an “isolated pit” alternative and a
“flow-through pit” alternative. The latter alternative is rejected on the basis that
a flow-through system would always be contaminated. However, that reasoning
is not clearly proven. Furthermore, even if the reasoning is correct, there would
be many possible “isolated pit” alternatives, not just the specific one proposed in
the 1996 ICAP.

e The 1996 ICAP considered a site that would be in operation until 2025, an
assumption that seriously constrained the selection of closure measures. For
example, on page 7-23, it is stated that “relocating all of the (existing) tailings to
the Faro Pit would leave no storage for tailings from the proposed Grum
underground and Grizzly developments”. Therefore, this option was eliminated
from the 1996 ICAP for reasons of operational constraints.

Anvil Range Water Licence Renewal — Project Description Supplement
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The 1996 ICAP was based on the state of understanding of the mine site at the
time. Although there are many very strong sections in the scientific parts of the
report (Chapters 1 through 6), there are also gaps. For example, the
understanding of the groundwater system below the tailings was repeatedly
criticized by many stakeholders, including Environment Canada. This point is
also an example of how “since 1996 the scientific understanding at this mine has
advanced”.

There are key appendices and data missing from the 1996 ICAP (e.g. in the
geochemistry sections) that made it impossible for specialist reviewers to verify
some of the 1996 ICAP conclusions. There are also discrepancies between
closure costs reported in the appendices and those used in the text (e.g., for water
treatment).

Most closure plans developed by mine owners attempt to minimize the net
present value of the closure costs. The motivation for such an approach is
usually to minimize the value of the security that the mine owner is required to
post. However, a minimum net present value plan is not necessarily the most
cost effective closure plan, and is seldom the plan preferred by other
stakeholders. A specific example from the 1996 ICAP is the (unsupported)
assumption that the Grum Pit could be used to store water until 2035 (see page
11-2), before any water treatment would be required on the Vangorda/Grum side.
That assumption effectively reduced the net present value of the Vangorda/Grum
water treatment to a negligible amount. But the experience since the end of
operations shows that the Vangorda and Grum pits are filling much more rapidly
than predicted. Water treatment on the Vangorda/Grum side was initiated this
year.

SCIENTIFIC AND TECHNOLOGICAL ADVANCES

Since the 1996 ICAP was prepared, the industry has gained further experience in the
implementation and monitoring of closure measures. This experience should allow a
better assessment of the effectiveness of some alternatives proposed in the 1996 ICAP.
Examples of some of the key developments in the industry in general include:

An assessment of the feasibility of tailings relocation (and reprocessing) was
completed shortly after the 1996 ICAP. Experience elsewhere has shown the
importance of considering the water treatment costs associated with any
relocation or disturbance of tailings materials.

The performance of soil covers has been an active field of research and rigorous
assessments are now available for a number of sites (e.g. Equity Silver (British
Columbia), Cluff Lake (Saskatchewan)).

The performance of sulphide cells has been assessed at other properties, and
serious concerns have been noted. (e.g. Samatosum (British Columbia), Mt.
Muro (Australia))

Passive water treatment measures have been shown to be effective for treating
low zinc levels in pit lakes (e.g. Island Copper (British Columbia))

Backfilling of waste rock to pits has been shown to be cost competitive with
long-term treatment at other sites, and preferable because it avoids the creation of
a contaminated pit lake (e.g. Ronnenburg (Germany), Flambeau (Wisconsin)).

Anvil Range Water Licence Renewal — Project Description Supplement
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Furthermore, there have been several additional studies and monitoring programs at the
site that provide further insight into possible closure measures. Examples regarding the
understanding of the Faro and Vangorda/Grum sites in particular include:

e Site monitoring and seep survey data now provide a much better basis for
understanding site waste dump water quality. Experience from other sites has led
to improved understanding of how such data can be used to predict future trends.

e A detailed investigation of the groundwater regime in the Rose Creek tailings
basin was completed last year.

2.2.3 INFORMATION GAPS FOR FINAL CLOSURE PLANNING

Although there are many very strong sections in the scientific parts of the 1996 ICAP
(Chapters 1 through 6), which will be integrated into the information used for closure
purposes, there are also gaps. The most significant gaps which must be addressed prior
to implementation of closure measures include:

e [t is uncertain whether some or all of the waste dumps will eventually generate
acidic drainage (both at Faro and for the Grum dump). A particular concern is
the effectiveness of the sulphide cells.

e There is insufficient knowledge of dump drainage paths and water balances to
design a comprehensive collection system.

e The effect of alternative tailings closure measures on the tailings aquifer must be
re-evaluated in light of the new information since the 1996 ICAP.

e Geotechnical investigations are required for site selection, design and
construction of facilities such as the Faro water treatment plant, the Plug Dam,
spillways or re-routing of the major creek diversions.

Detailed engineering has not yet been done for construction of physical facilities.

e There are concerns as to what level of success can be achieved by implementing
some of the proposed closure measures e.g. to control metal loading for flows
into the Faro or Vangorda pits.

e The costing is conceptual for some alternatives, or will have changed since 1996,
based on more detailed engineering, the availability of actual field data, and data
on actual costs for implementing similar measures at other sites.

Specific information gaps in the 1996 ICAP are listed in Tables 2.1 to 2.3 with respect to
water flow, water chemistry, and geotechnical/engineering issues. The work plan
presented in the Project Description is focused on addressing these information gaps and
others not directly related to the 1996 ICAP.

Anvil Range Water Licence Renewal — Project Description Supplement
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Table 2.1 - Knowledge Gaps with Respect to Hydrology and Hydrogeology

Topic

Description of Knowledge Gap

Water balance

Including surface and groundwater for final design of the
water treatment facilities (plant, ponds, water collection
systems). At Faro, it is unclear where the water infiltrating
into the dumps eventually discharges as it is not evident from
seep surveys and monitoring at the toe. Possibly it reports to
shallow groundwater or deeper groundwater systems. The
other consideration is that water is being retained physically
or chemically within the dump and may, in the longer term,
be released and require treatment.

Groundwater

Flowpaths downstream of the dumps at Faro and Vangorda,
in the Rose Creek tailings area. Are there contaminant
plumes to be intercepted now or in future?

Seepage

Water balance and mass balance (in seepage) for Main Pit
and Zone II pit to assess storage capacity and seepage
potential.

Seepage from Grum pit.

Diversions

Geotechnical stability and hydrologic capacity for existing
and proposed Faro Creek Diversions and Rose Creek
Diversion.

Table 2.2 - Knowledge Gaps with Respect to Water Chemistry

Topic Description of Knowledge Gap

Waste Dump Predictions were made in the 1996 ICAP of “worst case”

Drainage drainage chemistry from waste dumps. However, the
remaining questions are “how soon?” and “how much?”.
Grum dumps requirement for long-term collection and
treatment. What would be the load to a treatment facility?

Tailings Specific requirements for water management and water
treatment during relocation of the tailings.

Pit Water Length of time required to achieve discharge water quality in

both the flooded tailings and in the open pit. This is
determined by both the natural changes in drainage chemistry
over time plus the effectiveness of the control measures that
are implemented.

Measures to achieve dischargeable water quality in the open

Anvil Range Water Licence Renewal — Project Description Supplement
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Topic

Description of Knowledge Gap

pit, to allow some version of the flow through option at both
Faro and Vangorda, which includes relocation of the waste
rock.

For how long will Grum pit require water treatment?

Water treatment options and requirements if waste rock
and/or tailings moved to pit.

Table 2.3 - Knowledge Gaps with Respect to Engineering and Field Geotechnical

Topic

Description of Knowledge Gap

Field
Investigations

Investigation of foundation conditions for treatment plant and
contaminated water storage reservoir.

Location of spillway in rock for Intermediate Dam.
Investigation of field conditions for routing of Faro Creek
diversion around west side of pit.

Stability

Assessment of stability under dynamic loading of
Intermediate Dam for all options, including the proposed
design of the toe buttress. Design for long-term stability.
Stability of north pit wall as the pit floods, and requirements
to route Faro Creek Diversion and/or inflow away from north
wall failure zone.

Design and
Materials

Assessment of foundation conditions and construction
material (and source) for the Plug Dam and spillway for Faro
Main Pit.

Cover design and borrow sources for cover material.

Engineering

Detailed engineering has not been done for construction of
treatment facilities, re-routing of diversions, stabilization of
the Intermediate Dam and construction of the Faro Plug Dam
and spillway.

Tailings
Relocation

Feasibility of moving the tailings given that the mine is not
operating. Plus, changes (increase) in available storage
volume given the early closure.

Anvil Range Water Licence Renewal — Project Description Supplement
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2.2.4 LINKAGES AMONG CLOSURE COMPONENTS

The Interim Receiver does not believe it would be either technically advisable or
administratively possible to implement large portions of the 1996 ICAP, without first
preparing a new comprehensive and integrated plan.

The need to assess closure measures in an integrated fashion can be illustrated by making
reference to the Faro Pit and tailings alternatives developed in the 1996 ICAP. These
alternatives are summarized in Table 2.4 and Table 2.5. The tables show the methods
that were considered for each of the major site components, and their relationship to the
broader alternatives for each area. The cells marked “x”indicate whether a particular
measure is required by, could possibly be added to, or is excluded by each alternative.
For example, the first row of Table 2.4 shows that leaving the Faro Creek Valley Dump
in its current state is possible under the “isolated pit” alternative but not possible under
the “flow-through pit” alternative.

e An example from table 2.5 is the first three rows, which show that either partial
or complete relocation of tailings to the Faro Pit would require construction of a
plug dam and emergency spillway.

These inter-linkages among the many site components and closure alternatives indicate
the difficulties that would be encountered if the Interim Receiver were to request
approval to implement major closure measures on selected parts of the site, in the
absence of an overall plan. That consideration was behind earlier requirements for an
integrated and comprehensive plan, and it is likely to remain important for future closure
planning. As stated above, the Interim Receiver has identified all of the closure activities
that it believes can reasonably be designed, permitted and implemented in the absence of
an overall plan, and they are listed in the Project Description.

2.2.5 INDEPENDENT ACTIVITIES

The Project Description does propose a number of discrete activities that can proceed
independently of a comprehensive FCRP (p. 56 and 57). Several closure activities are
identified that can reasonably be designed, permitted and implemented independently of
an FCRP.

Anvil Range Water Licence Renewal — Project Description Supplement
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Table 2.4 - Relationships among closure methods and Faro Pit options in the 1996 ICAP

Site Components and Possible
Closure Methods

"Isolated Pit" Alternative

"Flow-through Pit" Alternative

Method is
Required

Method is
Possible

Method is
Excluded

Method is
Required

Method is
Possible

Method is
Excluded

Faro Creek Valley Dump
1. Leave as is.

2. Relocate.

Faro Creek Diversion

1. Relocate and upgrade diversion.
2. Remove, redirect creek, build inlet
structure for flow to pit.

3. Maintain for short term use.

Faro Main, Intermediate, NE and
NW waste dumps

1. Recontour, collect and treat.
2. Recontour and cover.

3. Leave as is.

Near Pit Dumps
(Ranch Dumps)

1. Leave in place, collect and treat.

2. Relocate to Main Pit.

Low Grade Stockpiles
1. Process through mill.
2. Leave in place, collect and treat.

3. Relocate to Main Pit

Rose Creek Tailings
1. Partial relocation to Pit, water cover
on remaining.

2. Complete relocation to Pit.

3. Covers

Other Measures
1. Construct plug dam.
. Construct spillway.

2

3. Pumping for water treatment.

4. Construct contaminated water
storage facility.

5. In short term at least, require water
treatment.

6. Construct water treatment plant.

Zone II pit

1. Maintain pumping system to Main
pit.

2. Pump to treatment plant.
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December 2006 is a
proposed licence
requirement. The
Interim Receiver
plans on submitting a
plan as soon as
possible.

The schedule can be
affected by factors
outside of the control
of the Interim
Receiver

The section outlines
the timing and inter-
linkages of closure
studies and the
anticipated
subsequent regulatory
approval phase.

Deloitte
& Touche

2.3 TIMING OF THE FINAL CLOSURE AND
RECLAMATION PLAN

The Project Description proposed that condition 70 of the current Faro water licence be
revised so that a final closure and reclamation plan (FCRP) would be required to be
submitted by December 31, 2006. As stated on pages 66 and 70 of the Project
Description, that date would allow sufficient time for the FCRP to be reviewed and
closure activities to be licenced prior to the end of the proposed term of the new water
license.

It is important to note that the December 31, 2006 deadline was suggested as a licence
requirement, rather than a planning target. The 2006 deadline is appropriate as a licence
requirement because it is the latest date at which an FCRP can be submitted if closure
activities are to commence in the subsequent water licence term. However, it is the intent
of the Interim Receiver to complete the FCRP as soon as is practicable.

It is not possible to pinpoint a target planning date for the submission of a FCRP because
it must be recognized that there are a number of uncertainties in the FCRP development
schedule that are beyond the control of the Interim Receiver. Examples include the
possibility that consultation will open up new alternatives or requirements for
investigations; unanticipated delays in field work due to adverse weather; possible care
and maintenance emergencies taking priority over closure planning; uncertainties
associated with annual funding of the closure planning; and the possibility that the role of
the Interim Receiver will change during the closure planning period.

The closure planning process put forward in the Project Description is intended to be the
most rapid path to an overall plan that will be defensible to both permitting agencies,
First Nations and stakeholders, as well as to the federal government responsible for
funding the closure measures. As mentioned in Section 2.1, the complex nature of the
environmental issues at the site and the current wide range of closure cost, estimated at
between $200 and $400 million, drives the need for a rational, step-by-step closure
planning process, such as laid out in the Project Description and the present Supplement.
As such, the closure planning process laid out in the Project Description is a pragmatic,
rational process that needs to be and will be executed regardless of the identity of the
proponent.

The following section outlines inter-linkages between proposed studies and the
subsequent regulatory approvals. It is recognized that the exact nature of the proposed
studies and the inter-linkages between them could be modified based on stakeholder input
during the course of the next licence term. Reviewing the details of these investigations
is outside the scope of the current CEAA process.

Anvil Range Water Licence Renewal — Project Description Supplement
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A process flow chart
outlines the length
and interlinkages of
each proposed
characterization and
closure alternative
study

Some tasks are “fast
tracked” where
reasonably and
technically possible.

Deloitte
& Touche

The process flow chart on the following page illustrates the Interim Receiver’s current
schedule for the activities described in sections 2.2.2 and 2.2.3 of the Project Description,
i.e. the activities leading to completion of the FCRP. Logical dependencies among tasks
are indicated by the arrows. The portion of the chart headed “Studies and Engineering
Design” shows the sequence of activities listed in section 2.2.2 of the Project Description.
Investigations and characterization studies are shown in blue; engineering and closure
alternatives studies are shown in green. The bottom of the chart headed “Final Closure
and Reclamation Plan (FCRP) Preparation” includes activities described in section
2.2.3.1 of the Project Description.

The logic of the process flow chart is most clear if it is read from the bottom upwards. In
this case, the bottom line is the task numbered 41, the preparation of the final FCRP
document. In general, all of the tasks above 41 need to be completed before the final
FCRP can be prepared. (The exceptions are the tasks shown as number 15, 23 and 32,
which are discussed below.) One can follow the linkages upwards through the chart, and
see the logical progression among tasks. There are some cases where the start of tasks is
delayed to allow coordination with budgeting cycles or seasonal requirements. In most
cases, however, tasks are targeted to begin as soon as their logical predecessors are
complete, i.e. as soon as is practicable.

Further inspection of the process flow chart reveals several cases where the Interim
Receiver is planning to “fast track” logically related tasks. In other words, some tasks are
being initiated even before their logical predecessors are completed. A good example is
the tasks numbered 37 and 38, for which the target schedule has preparation of the
Environmental Assessment being started several months before the initial plan is
available. It would be easier to wait for the initial plan and related consultation to be
complete before initiating the environmental assessment. However, the Interim Receiver
believes it will be possible to complete portions of the environmental assessment work
without having the details of the plan in place. The “fast tracking” of these two activities
will allow completion of the final plan to be moved forward.

Another example is provided by the tasks labelled 15, 23, and 32. These tasks are all
field tests of cover systems. Although cover tests may continue for several years before a
definitive cover design is prepared, the Interim Receiver’s engineering advisors have
indicated that the FCRP could be prepared after a shorter period of cover testing.

These examples and the other “fast tracking” are evidence that the Interim Receiver is
indeed committed to preparing an FCRP as rapidly as is practicable. The Interim
Receiver is prepared to exert the required management effort associated with this
approach in the interest of meeting the needs of other stakeholders, particularly the local
communities that would like to see closure measures underway as soon as reasonably
possible.
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The proposed plan is
aimed at fast tracking
closure planning as
much as possible
while maintaining
management stability
at the site

Deloitte
& Touche

3. CONCLUSION

The information provided in this Supplement to the Project Description aims at providing
additional context regarding the management structure of the project during the next
licence term and the need for a five-year licence term to plan closure.

e The application for a new licence by the Interim Receiver aims to maximize
continuity, and momentum for closure planning and to provide stability at the site
during a period of uncertainty regarding the legal proceedings regarding the Plan
of Arrangement and regarding regulatory transition relating to the DTA.

e Jtis important to recognize that the chances of the mine re-opening under the
management of a private mining company are non-existent.

e Gaps in previous closure plans, recent advances in closure best practices and in
available site characterization information, and changed assumptions drive the
need to re-evaluate previous closure plans in an integrated fashion.

e Inrecognition of the desire of stakeholders and of the physical realities at the
site, the proposed tasks have been fast-tracked as much as possible. However,
there are a number of scheduling factors that are outside the control of the
Interim Receiver.

e It is recognized that the exact nature of the proposed studies and the inter-
linkages between them could be modified based on stakeholder input during the
course of the next five years. Reviewing the details of these investigations is
outside the scope of the current CEAA process.

e The proposed licence requirement that a final closure and reclamation plan be
submitted no later than December 2006 is intended to provide sufficient time for
regulatory and funding processes to be completed by the end of 2008

Anvil Range Water Licence Renewal — Project Description Supplement
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APPENDIX - SUMMARY TABLE OF
PREVIOUS CLOSURE PLANS
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