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To:

Mackenzie Valley Land and Water Board

From:

Jeff Hussey

CC:

J Key, T Smith, J Dudley, S Clemmer

Date:

May 14th , 2018

Subject:

Land Use Permit (MV2018C0005) & Water License (MV2018L2-0003)

As CEO of Osisko Metals Inc., I appreciate the opportunity to express my thoughts concerning the security
estimate documentation delivered the GNWT and associated to our drill program .
Pine Point Mining Ltd. is a wholly owned subsidiary of Osisko Metals Inc. and I am also the CEO of Pine Point
Mining Ltd. (PPML). Osisko Metals acquired PPML in February of 2018. Since that time, we have initiated
a plan to advance the Pine Point project with the intention of re-starting Pine Point if we are able to confirm
Historical Resources left by Cominco, and if we can demonstrate strong economics via a bankable feasibility
study. Completion of a feasibility study is dependent upon the first item, i.e. confirming Cominco's drilling
and sampling data.
My intent in directing my team to acquire this new LUP (MV2018CO00S) ("0005") and WL (MV2018L2-0003)
("0003") was to initiate a confirmation drilling program to get the data we require in a very expeditious
manner. This work could be completed using PPML's existing LUP MV2017C0024 ("0024" ). The reason for
applying for a new LUP and WL was to accelerate the process in order to move toward permitting the
potential mine and concentrator project more quickly. We believe that rapid progress is necessary in order
to benefit from the current favorable market conditions that will help to advance the project that would
ultimately benefit the NWT. Whether we do this work more slowly under our current perm it or complete
it more rapidly under the new permit, the total number of holes required to complete this work is the same.
The difference is the timeframe in which the work is completed.
The PPML team worked diligently to draft an application for the drilling program that had minimal impact
to the environment and still allows Osisko Metals Inc. to complete the work in a timely basis. I cannot stress
strongly enough that as a company Osisko Metals Inc., and by ownership, PPML, maintains extremely high
standards in terms of our respect for the land and compliance of the regulations of the jurisdictions we
work in. We have worked hard to build relationships with affected parties and those relationships and
agreements are benefiting these parties and there is potential for even greater benefits as the drill program
expands. Support for our application from the most highly affected parties is evident by comments posted
on the MVLWB Online Review System .
In terms of the suggested Security Estimate proposed by the GNWT, it remains apparent that the GNWT
has not taken the time needed to fully understand the drill program. They generated an estimate of impact
that is not realistic and has the potential to suppress exploration activity in the NWT at a time when mining
activity is waning. The GNWT is promoting that the NWT is open for business while the GNWT agencies
have produced an inappropriate security estimate that could discourage further investment.
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There are several differences between the current 0024 permit and the proposed permit 0005. The most
significant differences which I would like to point out are:
•

0024 allows for drilling on all of PPM L's 42 leases and 13 claims while 0005 limits the drilling activity to
19 leases and 4 claims.

•

0024 allows for drilling any greenfield site, respecting defined buffers, while 0005 is a brownfield work
program and is limited to previously drilled sites with access by previously cut roads and trails.

•

0024 can use platform drills that have to be towed into place with bull dozers while 0005 is limited to
low ground pressure track drills that do little to no damage to the ground and so, do not require the
use of equipment that scarifies, nor do we need to execute contouring and reseeding, since there is no
impact that requires this type of reclamation. PPML does not bulldoze its drill sites, but rather it uses
brush hogs, leaving natural vegetation that will recover in a very short period. If any reclamation is
required it will be completed expeditiously after the drill hole is completed.

•

0024 allows for the use of any local water source (lakes, streams and swamps) while 0005 will restrict
the use of water to that groundwater standing in old open pits or manmade canals. Drill holes typically
do not have water return to surface and as such the groundwater is returned into the ground.

•
•

0024 allows for a fuel storage depot and an onsite camp. 0005 provides for neither of these items.
0005 requires all drills to have closed systems to capture cuttings . 0024 does not have that restriction.

The Security held by GNWT for 0024 is $160,000. We believe that the security for 0005 should be less
than that amount because the potential impacts are so much less. However, the GNWT suggested a
Security at over $1.07 million. The difference lies in the use of the RECLAIM security model. I believe
that using an abandoned mine security model for a relatively simple low impact drill program is not
appropriate. This should be recognized by the Board Members as RECLAIM security model produced
an estimate that is 6 to 7 times higher than what the MVLWB Security Calculator would calculate.
GNWT was well represented at the Resource Development Advisory Group meeting in March when we
presented our project proposal; we thought they understood our proposal. I asked my team to work
within the system and to further inform the GNWT about the drill program as it was quite apparent
from the assumptions made in developing the security estimate that GNWT did not understand what
we planned to do and how we intended to accomplish it. My team met with the GNWT perso nnel and
gave them additional data. The GNWT revised their estimate but the amount they are proposing is still
overestimated and inappropriate, and does not reflect the program, the safeguards or the past
performance of PPML
I believe in security bonding and I agree that it is an appropriate tool to protect the Territory from
underfunded projects and reckless promoters. It is wrong to punish well -funded groups with exemplary
past histories in terms of operating performance in drill programs . Furthermore, our company manages
and reacts to environmental stewardship in a manor that we have demonstrated, is above industry
standards for this type of activity. Osisko-PPML has an impressive performance record at the site and it is
our commitment to continue to work in this manner.
I believe that the proper resolution to this security question is to use the MVLWB Security ca lculator to
develop the security estimate for the project. From a corporate perspective, it is onerous to have nearly
$500,000 tied up on a single project for a relatively simple low impact drill program. This is not realistic and
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certainly not competitive with other jurisdictions Osisko works in. In New Brunswick we have an equivalent
scale diamond drilling program in project areas with marketable wood, there is no bond requested, only
stumpage fees for the volume of wood that is cut. Very high impact estimates as generated for our program
will make junior mining companies think twice before committing to work in the NWT.
Please see the following 2 Appendices, Appendix 1 is a table summarizing our response and Appendix 2 are
Figures and photos that support our responses.
I would appreciate your considering my comments and I encourage you to come to a security requirement
that truly reflects the exposure to the lands, waters and people of the NWT.

Pine Point Mining Ltd.
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Appendix 1: Summary Table

Tab and Task

GNWT Proposed Action

PPML Response to GNWT Proposed Action

Chemicals: Hazardous
Waste Removal

GNWT failed to recognize that the only fuels at the site on any given day are
in the tanks of the equipment in use at the site or in a Tidy Tank in the back
of the contractor's pick-up to top off the equipment for that day. The
Volumes of Hazardous Waste
Removal remain at 10%. Transport equipment, oils, fuels, drilling additives, etc. are all owned by the contractors,
and they are responsible for safe removal, handling and disposal. PPML's
costs and disposal fees also
drilling contractors each carry $5M in insurance to cover costs
reduced.
associated with environmental damages. Therefore, no costs should be
associated with this task.

Chemicals: Contaminated
Soils Removal

Unit cost and quantity updated
from $2,490 (total) to $5,080
(total) based on updated info.

Unit costs for demobilization of
Buildings and Equipment:
equipment and quantity of
Dispose of mobile equipment
generators and light vehicles
and remove buildings
updated.

Area disturbed and unit costs
Buildings and Equipment:
revised by GNWT. Total cost for
Vegetate planned pad areas
vegetation revised.

GNWT has failed to understand that the Spill Plan and Permit Conditions
already require that PPML take responsibility for immediate clean-up of spills
throughout operations. PPML believes that GNWT's assumptions and costs
for this line item is another example of their lack of understanding of the
project.
GNWT has failed to understand that at the end of the 27- month program,
the contractor's equipment will still be capable of moving under it's own
power. Contractors will remove their own equipment.

It is not reasonable to apply a unit cost of $2,000 for equipment removal
when GNWT's unit cost to mobilize heavy equipment is only $871 . This is yet
another example of the flaws in this model.
GNWT has failed to understand PPML's reclamation commitments. As
stated in the application, project description, and comment responses, PPML
will perform concurrent reclamation throughout the project. As explained to
GNWT at the most recent meeting, in the 20 18 program at any one time,
there will be no more than 3.72 ha not reclaimed .

GNWT has failed to acknowledge that much of the land at the site is not
vegetated to begin with. GNWT has also failed to acknowledge that the
methods PPML uses for reclamation have fewer impacts than the dozing /
scarification / replanting protocol that GNWT proposes.

Buildings and Equipment Scarify laydown areas

Area disturbed and unit costs
revised by G NWT

Mobilization/De-Mobilization: GNWT modified unit cost, added
Mobilize workers
food and salary costs.

As a result of PPML's stewardship in preparing drill pads, re-disturbed lands
do not require the use of a scarifier prior to re-vegetation. GNWT has failed
to take this into consideration.
PPML believes that GNWT's continued use of the highest possible cost code
($10.25 per km-tonne) which would be appropriate for remote sites with poor
access, as opposed to the lower cost code of $3.40 per km-tonne which is
appropriate for sites with highway access and large haulage roads, is further
evidence that their security estimate is unreasonable and should be
disregarded.

PPML is astonished that when GNWT revisited this line item they calculated
that the mob/demob costs would increase if they used a local workforce
rather than flying in workers from outside the area.

ICM (Interim Care and
Maintenance)

GNWT updated Interim Care and
Maintenance cost

GNWT has failed to understand the simple nature of this project. PPML
maintains that no care or maintenance w ill be necessary.
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Appendix 2:

PPML has explained in our application, project description, comment responses, emails and in
meetings with GNWT (March 31, 2018 in Yellowknife and May 8, 2018) that this project is simple and
the site is already highly disturbed. Pine Point is unlike most other exploration sites in the NWT. It's
a uniquely brown brownfield (see Figure 1).

Yellow= disturbed terrain. • =Buffalo River
• = Former Pine Point Mill Site
:----

Figure 2. Cominco drill holes (purple dots) in relation to PPML leases (purple) and claims (blue)
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Cominco drilled over 18,000 exploration holes at Pine Point (see Figure 2). They also built a town,
mill, mine pits, roads, drainage network, water supply system, etc. They closed their operations in
1988 and left the area without being required to do much reclamation. The neighbors are still angry
about that. We understand.
This legacy is one of the reasons that we have tried so hard to put together a project proposal that
allows us to gather the data we need with the smallest impact possible. The following sets of
photographs show some of our recent drill sites during operation and after restoration. This drilling
was done under our existing exploration permit, but the sites are representative of the types of sites
we will be drilling under this new permit. We believe the impacts are negligible.

The 4 photos above are from a gravel pit site where drilling was conducted in May, 2017 during
"break up". There was some meltwater on the site so gravel pit waste was used to prepare a drill
pad (top 2 photos), drilling was completed using the standard drill pad set-up for the PPML program
(bottom left), and the site was restored to the Inspector's satisfaction by August, 2017 (bottom right
photo; the stake marks location of drill hole collar). The RECLAIM model, as used by GNWT for this
project, builds in the cost of scarifying and vegetating sites like this that were not vegetated to begin
with.
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Most of our drilling occurs on very flat sites (like the haul road site shown above during drilling and
after reclamation). GNWT maintains that 2 years of monitoring is required at sites like this to ensure
stability of the ground. PPML maintains that such monitoring is not necessary.

Some of PPM L's drilling targets are in areas that were covered over with waste rock by Cominco, like
the series of photos above taken at the K-77 waste dump. The top left photo (July, 2017) shows
PPM L' s drilling operations (background) along with waste that was already at the site (which PPML
removed). The top right photo (August, 2017) shows the drill hole itself with PPML staff cleaning up
small bits of trash. The photo in the bottom left was taken after the inspector had signed off on the
restoration (October, 2017). And the photo on the bottom right taken in May, 2018 shows that the
site where PPML drilled is indistinguishable from the surrounding land. GNWT's security estimate
includes costs for on-going care and maintenance for sites like this. PPML does not believe that is
necessary. GNWT's security estimate provides no credit for improvements PPML might make (like
removing garbage, etc.).
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When we drill in a forested area we are very careful about protecting the ground surface. The photos
below show drilling done along one of Cominco's old access roads. The photo in the top left shows
that erosion is not a problem and that only minimal brushing was required to prepare the site. The
photo on the top right shows the drill holes prior to the collars being capped. Note the absence of
drill waste on the ground, the minimal ground disturbance from the tracked vehicle, and the rapid
re-growth of the plants. The photo in the bottom left shows the full extent of the drill pad that had
to be developed for these two drill holes. The form on the bottom right is the check-list that PPML
staff complete at each drill site before we call in the Inspector to ask for final clearance. The GNWT's
security estimate would require dozing, scarification, and replanting of this drill pad. PPML does not
agree that is necessary.
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The GNWT's security estimate includes $145,720 for disposal, removal and reclamation of buildings,
fuel tanks and mobile equipment. PPML has explained to GNWT multiple times that this project does
not include any buildings nor is there a fuel cache. PPML has also explained that the equipment at
the site is all in working order and it ALL belongs to contractors. If PPML were to quit the project, the
contractors would all pull their equipment and move on to another site/customer. There wouldn't
be anything left for the GNWT to remove, dispose or reclaim.
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The photographs presented below show examples of the contractor-owned mobile equipment that
will be used on the project. Our contractors are not going to abandon this equipment.

PPML believes the RECLAIM model is a poor tool for estimating financial liability on this particular
project. PPML is strongly opposed to its use to calculate security for this project as it clearly does not
apply to the drilling program we will operate. We believe that the GNWT's attempt to apply the
RECLAIM model to this project application reinforces the inherent problems to the detriment of this
project.

