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BAFFINLAND IRON MINES CORPORATION MARY RIVER PROJECT

2016 QIKIOTANI INUIT ASSOCIATION (QIA) AND NUNAVUT WATER BOARD (NWB) ANNUAL
REPORT FOR EXPLORATION AND GEOTECHNICAL DRILLING ACTIVITIES

EXECUTIVE SUMMARY

This report to the Qikigtani Inuit Association (QIA) and the Nunavut Water Board (NWB) has been prepared
to summarize the 2016 exploration and geotechnical drilling activities conducted under Baffinland Iron Mines
Corporation’s (Baffinland) Type B Water Licence 2BE-MRY1421 (Type B Water Licence) and the Commercial
Lease No. Q13C301 (Commercial Lease) agreed upon by the QIA and Baffinland. A separate annual report
has been prepared for the QIA and NWB to summarize the Project activities and monitoring conducted under
Baffinland's Type A Water Licence 2AM-MRY1325 (Type A Water Licence) in 2016 and addresses the
remaining annual reporting requirements set forth in the Commercial Lease.

The scope of the Type B Water Licence focuses on exploration and geotechnical drilling activities and includes
provisions and conditions regarding water use, waste management, construction and operation of satellite
camps, exploration and geotechnical drilling programs, spill contingency and environmental monitoring.

During 2016, project activities carried out under the authorization of the Type B Water Licence involved a
geotechnical drilling program along the Tote Road to support ongoing design studies, continued exploration
activities of prospects and Baffinland’'s mineral leases and the care and maintenance of the Steensby Port
camp. No satellite camps were operated in 2016, with all activities being based out of the Mine Site and Milne
Port.

Water withdrawn under the authorization of the Type B Water Licence was minimal (7 m®) and was used
solely to support the geotechnical drilling program. During 2016, water withdrawal limits stipulated in the Type
B Water Licence were not exceeded.

During 2016, progressive reclamation work carried out under the Type B Water Licence was related to the
2016 geotechnical drilling program along the Tote Road and the removal of equipment and hazardous and
non-hazardous waste from the Steensby Port camp via sealift.

Summary of Plans for 2017

The 2017 Work Plan was prepared and provided to relevant parties on November 4, 2016 as required under
Section 6.1 of the Commercial Lease and under the Type A Water Licence, Part J, Item 3 for the purposes
of an Annual Security Review (ASR) for activities undertaken on an annual basis. The 2017 Work Plan
describes the planned development and operation of Project, including exploration and geotechnical drilling
activities planned for 2017.

The exploration activities for 2017 have not yet been finalized however at this current time it is anticipated
that exploration activities will include mapping, sampling and geophysical and geochemical surveys of
prospects and Baffinland’s mineral leases as well as a drilling program on Deposits No. 1 and 3. In addition,
it is anticipated that there will be a geotechnical drilling program conducted during 2017 to support ongoing
engineering design studies. Once proposed drilling locations are finalized for both drilling programs, this
information will be provided to the NWB and QIA prior to the commencement of drilling activities.

The operation of the Steensby Port camp, Mid Rail camp and/or other additional satellite camps are not
anticipated to be required to support exploration or geotechnical drilling activities in 2017.

Page ii of vi



£ MARY RIVER PROJECT
g Baffinland 2016 QIA and NWB Annual Report for Exploration

& Geotechnical Drilling Activities
March 31 2017

BAFFINLAND BYSo<°A® dI>nAA>
o970 Aen <™

2016 ‘PP*Ca AoA° bD"2bNrr< (QIA) <'L oa>'T Alrcnrtd® bALA < (NWB) <°GJCLS D a*bC
Po ol Q'L ool >InbCo "

adaA7*/Lo* €

D>d<l >o*b Day>¥C PP*Ca AoA° b bNI*N< (QIA) <L oa ST Alnr*d bNL—*MS (NWB) NNGHCI>NC a sa AYA- 5N
2016-T P 1 <L >Dnb°Co 1< Acn < ICo Baffinland >YGo-<°4* d<I>nh* (Baffinland) 6.0A“DaL B A<
AN 2BE-MRY1421 (ooADo*L B A1  ANr) <ML Pa D>y D>GA<lo-5 1< ID*D<IP< a \>N*L Q13C301 (PN>YD>GAlos Ic
<ID*DIPC) I*PC>ILY® QIA <L Baffinland—d*o°. A¢_*d*Ly® IGICLE D>o*be NNGHC>PLYC QIA-d* o< 'L NWB-d*o°
aaAYA“ 5N Acn<Ire <L b>phso>v ICo Baffinland-d b.oADo>L A AT  AN+Y 2AM-MRY 1325 (b.0ADoL A
AT 1S CANP) 2016-T< <L A Acn<Uyn<Ib% D¢ <ISGICLE BotbeD>o5 18 ACHA b NC>VE JHPC>PLYC

Pa D>y D>GAdo1c <ID*DIPE,

DL BoADT™ B AMIE AN A¥NBID® Paro-le <L >DbCorle <ML A AcJCH =< <L
oA IBHCH =g AM® <ID*CP>o-*Lo%, ICCIAT B> o, Na y>¥€ <L P> o™ g I<ISNCH>ALYI*D.o°
Q¥ CP0S, PorolS <ML >DNHCo 1S Acnlos, dAvb™N-1J D@ D*>NE <L <teNenoIe B>MBCoTe.

2016—"JN-2J, Acn<%RC <ICo A¥=aP>NIC oA Do B A1  ANY ABPD'A® 5al€ >D b CoT< Acn<d® I<Dn<*Lo-
Ab¥*DA- 5N NarLo™lo® B> g D>RoC, bIYNCP>PLe Do Po o B>I® DY G=o-<IG*\o <'L Baffinland-d< >YG=o-<1G*\ o
<D*D<IPN*L <L bLM7B>o*L <L LPLNCP>o-*L Steensby Port ad®*CP>{®. ‘d" I<“NCP>ALY 570" a¥d*C>Voc

<> o b* Db >MD® 2016-TC, Acn oL DYGeg<ISA ¢ >*D< <L D “CAL <,

ALAY Ao ICo A¥=a >N b oA Do™L B AMSIC  AN? IENED>*DC (7 m3) <AL ID*C> >*D% >DnoDAa
Acn<IC. 2016-JN2J, ALAY*CINC Lo b DN boA“ Dol B AMSIC  ANer DT> D,

2016-UN=1J, PN*NCR-—<o-5 1 A%ba A7 U > ICo boA Dol B Al  AN-r 1€ <€ D<o b >*D* 2016~ I°
>N B Cos 1S Acn<Ie APAD>TC D<o <L AY*CP> 5N Ao *d CE <L I€Ca®D< <L I€Ca D I“CIAC
Steensby Port a¥®*CD><T DI <5Vt d-.

aaAY*PLo M <Sa>NC 2017-1°

2017-%JN0oJ A%ba Ao 1° < a PN B>*D 'L Da7P> 5N D<o 0 NM>Y0 H0AN 4, 2016
ACHALLHNCN® <ACa 6.1 PabycD>Glos 1 ID* D1 <L ICo boA DL A A1 AN, Ac™ J, Pda>L
3 ARNPYD>< 5N <ISGICLE <ICCaA®PLo5 1 PrPaT< (ASR) Acn<I%PLY o <GJCLE. 2017-T <SaPC a >a AYAV®
<@ CPPLYC AR-<INCP>o<d* D <L P> o*Lo Acn<®, A/>N-5N Poso® <L >DnbCos e

Ao I*D <o CP>rLC 2017-1°.

PSa D> 2017 - 1€ PU=*<TC G#PCP>ILM D Pr<loc Loa>C on>My>I® Coa PoSg D>

APD>Ra<IF DNy pa YD, B>PNAGT® <L pal>< boA*La Lo <L bal€ b>rhia® Ac>PN o< <L
Baffinland —d< B>YGea<IG*h o€ <ID* D<A <L HECH>* >Dno51 Acn <IN BYGea-<IG b4 No. 1 <L 3.
AcP<Ed, onDPYD>I® 5ol >Dn o1 Acn<®Coho<I*Dry>I* 2017 -UN5d B>rYo-b*N< 5N NarLo*Lac.
>DAAD>c<*DC al =< o 5a A*C>ILPN CLP= S >Dno 1 Acn<oS, Ctd<l DPYP<IPNC Dav>a<I* D¢
NWB <L QIA >DnbcCn<c D>*N=a e,

<> on b Steensby Port a ¥*CI>VC, 1*dNJC< PN<do- a v*C>C <L />R 53¢ <P dt I<ICNC>PLY i*D o¢
Q¥*CP>C >y D ACHA LB DY D> 5N Poo-5 1< >R 546" >Dn bCo1< 2017-T<.

Page iii of vi



£ MARY RIVER PROJECT
g Baffinland 2016 QIA and NWB Annual Report for Exploration

& Geotechnical Drilling Activities
March 31 2017

TABLE OF CONTENTS

PAGE

EXECUTIVE SUMMARY (ENGLISH) ii
EXECUTIVE SUMMARY (INUKTITUT) Viii
SECTION 1.0 - INTRODUGCTION ....cettittittitieieie ettt ettt ieeeestestesaeaseeseasee e aeesaesaeaseaseeasesaesseaseaseeaneaneeaseseessesneaneas 1
1.1 SUMMARY OF EXPLORATION AND DRILLING ACTIVITES FOR 2016..........ccooccvvieeeeennnns 1

1.2 REGULATORY FRAMEWORK ..ottt ettt e e s e e nnnee e nene 2

1.3 SUMMARY OF PLANNED EXPLORATION AND GEOTECHNICAL ACTIVITIES FOR 2017.4

SECTION 2.0 - WATER USE AND WASTE DISPOSAL ACTIVITIES .....ooooii et 5
2.1 WATER USE ...ttt ettt ettt s e e et e nar e s e e e s n e e e se e e snneeeneeen 5
2.1.1 Quantities of Freshwater Used for DomestiC PUIPOSES .........cooiiiiiiiiiiiiiiiiiiiiiiieeee e 5

2.1.2 Quantities of Freshwater Used for Drilling ACHIVItIES .......c.ccvveeiiiiiiiiiree e 5

2.2 SEWAGE, GREYWATER AND WASTE MANAGEMENT .....coiiiiiiiiiiriee et 5
SECTION 3.0 = SPULLS ...ttt ettt sttt e et s e 22t e et s b e e bt eheea e e b e eeebeebe £ ebeemeeneeabesbesaeaneeneensennbeeneanin 7
SECTION 4.0 - MODIFICATIONS ...ttt sttt sttt ettt et et este e steesbeesbeebeenbeeseesbeesbe e sbeeabeenbeenbeenee e 8
SECTION 5.0 - MONITORING ... ..oiiiiie ittt et ettt e et e e e et e et e e eteeeebeeeeteeeeaeeeateeebesaeesseesaseesnteesnreesareans 9
SECTION 6.0 - RECLAMATION AND CLOSURE .....ccuttiiiitieiiieniieie ettt sttt sttt ettt snae s sneenneeneas 10
6.1 PROGRESSIVE AND FINAL RECLAMATION ....coiiiiiiiieiiie ettt e 10

6.2 CURRENT RESTORATION LIABILITY ooiiieitiiiiie ettt 10
SECTION 7.0 - PLANS, REPORTS AND STUDIES......ccottiitiieitieiteiee ettt sttt b aneesneesneesneenns 11
7.1 SUMMARY OF STUDIES REQUESTED BY THE BOARD ......cccoiiiiiiiieiiic e 11

7.2 REVISIONS TO PLANS REPORTS AND MANUALS ...ttt 11

7.3 SUMMARY OF FUEL STORAGE ...ttt ettt 11

7.4 INSPECTION AND COMPLIANCE REPORTS ... ..ttt ettt 11

7.5 SUMMARY OF ARTESIAN FLOWS ....ooiiiiiiiieirie ettt 11

7.6 SUMMARY OF GEOCHEMICAL ANALYSIS OF DRILL CORES........ccccoiiiiiieniiee e 11
SECTION 8.0 - PUBLIC CONSULTATIONS .....ooiiitii ettt ettt ettt e et e e e e eate e eeteeeeteeesteeeeateeeaeeeeaeeaeenns 12

Page iv of vi



TBaffinland

TABLE 1.0
TABLE 2.1
TABLE 6.1

TABLE 8.1

FIGURE 1.1
FIGURE 1.2
FIGURE 1.3

REV 0
REV 0
REV 0

REV 0

REV 0
REV 0
REV 0

MARY RIVER PROJECT

2016 QIA and NWB Annual Report for Exploration
& Geotechnical Drilling Activities

LIST OF TABLES

2016 GEOTECHNICAL DRILL HOLE LOCATIONS
2016 WATER SOURCE LOCATIONS

March 31 2017

2017 MARY RIVER PROJECT CLOSURE AND RECLAMATION

SECURITY SUMMARY

MEETINGS WITH PUBLIC, GOVERNMENT AND INUIT ORGANIZATIONS

LIST OF FIGURES

PROJECT LOCATION MAP
LOCATION OF PROJECT ACTIVITIES
2016 GEOTECHNICAL DRILL HOLE LOCATIONS

Page v of vi



£ MARY RIVER PROJECT
g Baffinland 2016 QIA and NWB Annual Report for Exploration

& Geotechnical Drilling Activities
March 31 2017

APPENDICES
APPENDIX A CONCORDANCE TABLES
APPENDIX B NWB ANNUAL REPORT FORMS
APPENDIX C 2016 GEOTECHNICAL DRILLING PROGRAM

C.1- 2016 GEOTECHNICAL DRILLING PROGRAM NOTIFICATION
C.2—- PHOTO JOURNAL

Page vi of vi



£ MARY RIVER PROJECT
g Baffinland 2016 QIA and NWB Annual Report for Exploration

& Geotechnical Drilling Activities
March 31 2017

SECTION 1.0 - INTRODUCTION

This report to the Nunavut Water Board (NWB) and the Qikigtani Inuit Association (QIA) has been prepared
to summarize the 2016 exploration and geotechnical drilling activities conducted under Baffinland Iron Mines
Corporation’s (Baffinland) Type B Water Licence 2BE-MRY1421 (Type B Water Licence) and the Commercial
Lease No. Q13C301 (Commercial Lease) agreed upon by the QIA and Baffinland. A separate annual report
has been prepared for the NWB and QIA to summarize the Project activities and monitoring conducted under
Baffinland's Type A Water Licence 2AM-MRY1325 (Type A Water Licence) in 2016 and addresses the
remaining annual reporting requirements set forth in the Commercial Lease. Concordance tables referencing
where in this report annual reporting requirements outlined in the Commercial Lease and Type B Water
Licence have been met are presented in Appendix A.

The scope of the Type B Water Licence focuses on exploration and geotechnical drilling activities and includes
provisions and conditions regarding water use, waste management, construction and operation of satellite
camps, exploration and geotechnical drilling programs, spill contingency and environmental monitoring.
Activities and data discussed in this report are summarized and referenced in the completed NWB Annual
Report Forms, included as Appendix B of this report.

Figures 1.1 and 1.2 present the locations of the key areas associated with the Mary River Project where
activities in 2016 were undertaken. Key areas involved with exploration activities and geotechnical drilling in
2016 included Milne Port, the Milne Inlet Tote Road, the Mary River Mine Site and Steensby Port. Although
the Steensby Port site was used to refuel helicopters transporting exploration field crews, both Steenbsy Port
and Mid-Rail camps remained closed throughout 2016 and were not used to house personnel associated with
the 2016 exploration or geotechnical drilling activities.

1.1 SUMMARY OF EXPLORATION AND DRILLING ACTIVITES FOR 2016

During 2016, exploration activities were based out of the Mine Site exploration camp and consisted of day
trips by helicopter to prospects and Baffinland’s mineral leases to conduct mapping, sampling and
geophysical and geochemical surveys. No exploration drilling programs were conducted in 2016. Moreover,
no satellite camps, including the Steenbsy and Mid-rail camps, were constructed and/or operated to support
exploration activities in 2016.

To support ongoing engineering design studies, a geotechnical drilling program was conducted along the Tote
Road corridor during October to December, 2016. The drilling program consisted of one hundred eight (108)
drill holes using a sonic drill to evaluate geotechnical conditions and five (5) drill holes using a rotary coring
drill to evaluate proposed future quarry locations. In several cases, a combination of both drilling techniques
were required to complete drill holes. The equipment utilized for the program included a tracked drill rig (LS
250), capable of drilling using both sonic and rotary coring techniques. Other supporting track vehicles include
a tracked flatbed vehicle (Nodwell type) for hauling water and other supplies and a skid steer for moving drill
rods and other equipment/supplies.

Page 1 of 12
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Baffinland

On October 9, 2016, Baffinland submitted a letter to the NWB, INAC and QIA to notify stakeholders and
regulators of the geotechnical drilling program. As required by the Type B Water Licence under Part F, ltem
2 and Part C, Item 2 the submission outlined the 2016 geotechnical drilling program and included the
proposed water take sources required to support drilling activities and the locations of the drill holes within
31 meters of a water body. A copy of the submission is provided in Appendix C of this report.

The locations of the geotechnical drill holes associated with the 2016 geotechnical program are provided

in Table 1.0 and are shown in Figure 1.3.

1.2 REGULATORY FRAMEWORK

Although the key regulatory and legal documents that relate to this report are the Commercial Lease with the
QIA and the Type B Water Licence (2BE-MRY1421) issued by the NWB, this report is presented also in
context of other applicable regulatory authorizations and schedules. A list of the regulatory permits and
authorizations that allowed for the work to be completed by the Mary River Project in 2016 is presented below.
The reader is referred to the 2016 NIRB Annual Report for a summary of compliance status and report
submissions relative to the other key permits and authorizations.

Permit or Licence

No. Expiry

Licence Name Status Update for 2016

Nunavut Impact Review Board

All works and activities proposed have been
screened by the NIRB and have been
considered in the amended Project Certificate
issued by the NIRB in May 2014. A NIRB
Annual Report is submitted by March 31 of each
year summarizes the status of the Project
relative to the conditions outlined in the Project
Certificate.

No. 005 Amended Project Certificate N/A

Nunavut Water Board Licences

2AM-MRY1325

Type A Water Licence —
Amendment No. 1

In good standing; no amendments from previous
year.

June 10, 2025

2BE-MRY1421

Type B Water Licence

In good standing; no amendments from previous
year.

April 16, 2021

Qikigtani Inuit Association

Q13C301

Inuit Owned Land
Commercial Lease

Compliance with the lease is outlined in the
2016 QIA and NWB Annual Reports

December 31, 2043

Inuit Impact and Benefit
Agreement

Compliance with the agreement is outlined in the
annual IIBA implementation report submitted by
March 31% of each year.

Crown Land Use Permits and Quarry Permits

47H16-1-2

Foreshore Area for Milne
Port Ore Dock Lease

In good standing; no changes from previous year.
Will be renewed.

June 30, 2035

N2014Q0016

Tote Road and Borrow Area
Land Use Permit

In good standing; no changes from previous year.
Will be renewed.

June 30, 2017
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Permit or Licence

No Licence Name Status Update for 2016 Expiry

N2014C0013 Steensby gnd Milne Land In .good standing, no changes from previous year. June 30. 2017
Use Permit Will be renewed. '

N201430011 Brucg Head Land Use In .good standing, no changes from previous year. June 30. 2017
Permit Will be renewed. '

N2014X0012 Milne Foreshore Land Use In good standing, no changes from previous year. June 30, 2017

Permit

Will be renewed.

Authorizations under

the Fisheries Act

06-HCAA-CA7-0084

Crossings along the Milne
Inlet Tote Road
Authorization

The authorization remains valid and has been
amended over the years. Monitoring and
reporting to DFO occurs annually.

December 31, 2016

14-HCAA-00525

Fisheries Authorization —
Milne Ore Dock

A monitoring report for the construction of the ore
dock was submitted to DFO on January 4, 2016.

December 31, 2020

Fisheries Authorization —

NU-06-0084 Tote Road - N/A
Fisheries Crossings along
Various Letter of Tote Road and Quarries, i N/A

Advice

culvert extensions and
replacements

Approvals under the Navigable Waters Protection Act (Transport Canada)

8200-07-10273,
10267, 10269,
10268, 10274,
10272, 10266, 10271

Construction of
Watercourse Crossings
(Bridges and Culverts)

In good standing, no changes from previous
year.

Until complete

4306-2-6- P/B

Occasional-Use Marine
Facility

In good standing, no changes from previous
year.

June 30, 2018

Licence under the Explosives Act

F76068

Division 1 Factor Licence

Held by explosives contractor for the Project.
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1.3 SUMMARY OF PLANNED EXPLORATION AND GEOTECHNICAL ACTIVITIES FOR 2017

The 2017 Work Plan was prepared and provided to relevant parties on November 4, 2016 as required under
Section 6.1 of the Commercial Lease and under the Type A Water Licence, Part J, Item 3 for the purposes
of an Annual Security Review (ASR) for activities undertaken on an annual basis. The 2017 Work Plan
describes the planned development and operation of Project, including exploration and geotechnical drilling
activities planned for 2017.

The scope of Baffinland’s Type B Licence (2BE-MRY1421) and Commercial Lease allows for Baffinland to
continue to undertake exploration activities and drilling programs at Project areas and Baffinland’s mineral
leases in the Qikigtani Region of Nunavut. This includes exploration land use areas as defined in Section
2.2 of the Commercial Lease.

The exploration activities for 2017 have not yet been finalized however at this current time it is anticipated
that exploration activities will include mapping, sampling and geophysical and geochemical surveys of
prospects and Baffinland’s mineral leases as well as a drilling program on Deposits 1 and 3. In addition, it
is anticipated that there will be a geotechnical drilling program conducted during 2017 to support ongoing
engineering design studies. Once proposed drilling locations are finalized for both drilling programs, this
information will be provided to the NWB and QIA prior to the commencement of drilling activities.

The operation of the Steensby Port Camp, Mid Rail Camp and/or additional satellite camps are not
anticipated to be required to support exploration or geotechnical drilling activities in 2017.
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SECTION 2.0 - WATER USE AND WASTE DISPOSAL ACTIVITIES

2.1 WATER USE

Under the authorization of the Type B Water Licence (2BE-MRY1421) water was withdrawn in 2016 for drilling
purposes only. As per Type A Water Licence condition, Part B, Item 2, in cases where there were conflicts
between the Type B Water Licence and the Type A Water Licence, Baffinland proceeded with the terms and
conditions of the Type A Licence.

The following sections describe water use and the associated authorized sources under the Type B Water
Licence.

2.1.1 Quantities of Freshwater Used for Domestic Purposes

During 2016, water was not withdrawn under the authorization of the Type B Water Licence for domestic
(camp) purposes. No satellite camps were operated to support exploration and drilling activities in 2016.

2.1.2 Quantities of Freshwater Used for Drilling Activities

From October to December 2016, a geotechnical drilling program was conducted along the Tote Road
corridor. Due to the close proximity of the geotechnical drill holes to the Tote Road, water requirements for
the geotechnical drilling program were provided from authorized Tote Road water sources already
established under the Type A Water Licence (Km 32 Lake and BG50). Both water sources are located on
Inuit-owned lands. Locations of water sources used in 2016 are presented in Table 2.1.

During the 2016 geotechnical program, 5 cubic metres (m3) were withdrawn from BG50 (Km 62 Bridge) on
October 25, 2016. An additional 2 cubic metres (m3) were withdrawn from Km 32 lake on December 6,
2016. The low water requirements for the 2016 geotechnical program are attributed to the fact that the
majority of geotechnical drill holes were performed using a sonic drill rig which did not require water to
operate. Water requirements during the 2016 geotechnical drilling program are attributed to the few drill
holes requiring rotary core drilling (diamond drilling).

No exceedances of the authorized daily withdrawal rate of 250 m3 for all drilling activities conducted under
the Type B Water Licence were reported in 2016.

The locations of the geotechnical drill holes associated with the 2016 geotechnical program are provided
in Table 1.0 and are shown in Figure 1.3.

2.2 SEWAGE, GREYWATER AND WASTE MANAGEMENT

Satellite camps were not operated to support exploration and drilling activities in 2016. Personnel
associated with exploration activities and the 2016 geotechnical program were based out of the Mine Site
and Milne Port camps, operated under the Type A Water Licence. Because of this, sewage, greywater and
solid waste generated by exploration activities and the 2016 geotechnical program have been captured
under the Type A Water Licence. The reader is referred to the 2016 QIA and NWB Annual Report for
Operations for additional details on sewage, greywater and waste generated under the Type A Water
Licence during 2016.
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In August, a backhaul sealift from Steenbsy Port occurred to transport historical hazardous and non-
hazardous waste for disposal at an approved/licenced facility in Southern Canada and transfer unused
mobile equipment and accommodation infrastructure to Milne Port. No hazardous and/or non-hazardous
waste was backhauled to communities in Nunavut during 2016.
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SECTION 3.0 - SPILLS

Under the Type B Water Licence, there were no spills in 2016 that met or exceeded the reporting threshold
as outlined in the Nunavut Spill Contingency Planning and Reporting Regulations.
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SECTION 4.0 - MODIFICATIONS

Modifications or major maintenance work were not undertaken on water or waste related structures during
2016 under the Type B Water Licence.
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SECTION 5.0 - MONITORING

The 2016 geotechnical drilling program consisted of land based drill holes along the Tote Road corridor.
As a result, the surface water monitoring program, outlined in Part J of the Type B Water Licence, was not
required.

To minimize the potential for disturbance of heritage sites, an archaeology survey of the areas to be drilled
was completed during summer 2016. Observed archaeology sites that had the potential of being disturbed
by geotechnical drilling activities were identified and staked off.

Daily environmental monitoring, including the completion of pre, during and post inspections, was
performed at drill hole locations by onsite Environmental personnel. Protocols and mitigation measures
consistent with Baffinland’s Environmental Protection Plan (BAF-PH1-830-P16-0008) for the management
of fuel, hazardous materials, and waste were employed during the drilling program.
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SECTION 6.0 - RECLAMATION AND CLOSURE

6.1 PROGRESSIVE AND FINAL RECLAMATION

During 2016, progressive reclamation carried out under the Type B Water Licence was related to the 2016
geotechnical drilling program along the Tote Road and the removal of equipment and hazardous and non-
hazardous waste from the Steensby Port camp via sealift.

Following the completion of each drill hole, as per Part I, Section 9 of the Type B Water Licence, all drilling
equipment was removed and drill hole locations were restored to their natural condition. Photographs taken
of conditions before, during and after the completion of several drills holes performed during the 2016
geotechnical drilling program are presented in Appendix C. Frozen ground conditions and snow cover
during the 2016 drilling program resulted in minimal ground disturbance by drill crew equipment travelling
between drill holes. Due to its close proximity, the Tote Road was used to transport drill equipment between
drill holes, wherever practical.

In August, a backhaul sealift from Steenbsy Port occurred to transport historical hazardous and non-
hazardous waste for disposal at an approved/licenced facility in Southern Canada and transfer unused
mobile equipment and accommodation infrastructure to Milne Port.

6.2 CURRENT RESTORATION LIABILITY

The current status of restoration liability for the Project, including exploration and drilling activities conducted
under the Type B Water Licence, is summarized in Table 6.1.
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SECTION 7.0 - PLANS, REPORTS AND STUDIES

7.1 SUMMARY OF STUDIES REQUESTED BY THE BOARD

In 2016, studies were not requested by the Board.

7.2 REVISIONS TO PLANS REPORTS AND MANUALS

An annual review of the management plans developed under the Type B Water Licence was completed.
The current versions of the management plans reflect current operations, protocols and procedures.

Updated Since 2015
Management Plan Current Version QIA/NWB Annual
Report?
Exploration Spill Contingency Plan June 2014 No update required.
Exploration Closure and Reclamation Plan July 2014 No update required.

7.3 SUMMARY OF FUEL STORAGE

Fuel storage and refueling facilities at the Mine Site, Milne Port and Steensby Port were used to support
exploration and geotechnical drilling activities in 2016. Fuel requirements for exploration activities in 2016,
consisted mainly of Jet-A fuel and were supplied using drummed Jet-A fuel stored in lined containment berms
at the Mine Site and Steensby Port. As of December 31, 2016 there were 1504 - 205 L drums of fuel (624
Arctic diesel and 880 Jet-Al) stored at Steensby Port and 416 - 205 L drums (408 Jet-Al and 8 gasoline) at
the Mine Site. All drummed fuel at Project sites are stored within lined secondary containment structures.

Fuel requirements for the 2016 geotechnical drilling program consisted of diesel fuel (P50) and were
supplied by the Mine Site and Milne Port bulk fuel facilities (tank farms). The drill rig and supporting
equipment (Nodwell flatdeck, skidsteer) were refueled near the Tote Road using pick-up trucks equipped
with double walled portable tanks (tidy tanks). To safeguard impacts to freshwater bodies, refueling
activities adhered to the protocols and mitigation measures (i.e. spill trays, spill kits) outlined in Baffinland’s
Environmental Protection Plan (BAF-PH1-830-P16-0008).

7.4 INSPECTION AND COMPLIANCE REPORTS

During 2016, Baffinland did not receive any inspection and/or compliance reports from the Water Licence
Inspector (INAC) outlining concerns pertaining to the scope of the Type B Water Licence.

7.5 SUMMARY OF ARTESIAN FLOWS

During the 2016 geotechnical drilling program, artesian flows were not observed at any of the drill holes.

7.6 SUMMARY OF GEOCHEMICAL ANALYSIS OF DRILL CORES

As of March 31, 2017, geochemical analysis of geotechnical drill cores collected during the 2016
geotechnical drilling program has not been completed and is not planned for future drill core analysis.
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SECTION 8.0 - PUBLIC CONSULTATIONS

Throughout 2016, Baffinland continued to consult with the North Baffin communities and organizations,
regarding ongoing construction activities at site, operations and the 2016 shipping season, progress
regarding employment from the North Baffin communities, environmental monitoring activities and results,
and future phases of the Mary River Project. Baffinland’s senior management team continued to participate
in these meetings. The list of meetings held during 2016 is presented in Table 8.1.
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TABLE 1.0

BAFFINLAND IRON MINES CORPORATION

MARY RIVER PROJECT

2016 QIA AND NWB ANNUAL REPORT FOR EXPLORATION AND GEOTECHNICAL DRILLING ACTIVITIES
2016 GEOTECHNICAL DRILL HOLE LOCATIONS

UTM™ Lat/Long

Name Easting Northing Latitude Longitude
BH16-B001 514191 7965675 71.79105893 -80.5931108
BH16-B002 514290 7965604 71.79041639 -80.59028616
BH16-B003 514357 7965533 71.78977577 -80.58837913
BH16-B004 514367 7965540 71.78983792 -80.58809107
BH16-B009 542204 7922291 71.39881225 -79.8144794
BH16-B010 542208 7922304 71.39892808 -79.81435991
BH16-B011 542365 7922121 71.39726003 -79.81005209
BH16-B012 542376 7922131 71.39734773 -79.80973768
BH16-B013 555619 7914671 71.32778455 -79.44331344
BH16-B014 555599 7914683 71.32789672 -79.44386431
BH16-B015 555824 7914884 71.32964619 -79.43742452
BH16-B016 555830 7914892 71.3297165 -79.43725087
BH16-M001 503504 7976237 71.88615447 -80.89902347
BH16-M002 503757 7975894 71.88307542 -80.89175041
BH16-M003 503714 7975892 71.88305818 -80.89298946
BH16-M004 503302 7975591 71.8803658 -80.90487397
BH16-M005 503270 7975606 71.88050073 -80.90579517
BH16-M006 503136 7975081 71.87579575 -80.90967821
BH16-M007 503822 7974945 71.87456624 -80.88992751
BH16-M008 503771 7974959 71.87469258 -80.89139557
BH16-M009 503904 7974935 71.87447523 -80.88756648
BH16-M010 503394 7974877 71.87396321 -80.90225694
BH16-M011 503339 7974868 71.87388331 -80.90384128
BH16-M012 503268 7974848 71.87370501 -80.90588688
BH16-M013 503140 7974820 71.87345573 -80.90957428
BH16-M014 503052 7974782 71.87311622 -80.91211009
BH16-M015 503007 7974799 71.87326921 -80.91340527
BH16-Q001 505308 7972797 71.8552796 -80.847288
BH16-Q7001 529144 7927494 71.44739751 -80.1792955
BH16-Q7002 530561 7928150 71.45310169 -80.13913477
BH16-Q7003 531053 7929065 71.46124108 -80.12490457
BH16-Q7004 529264 7927466 71.44713186 -80.17592745
BH16-R003 504513 7975552 71.87999588 -80.86998927
BH16-R004 507259 7970638 71.83587096 -80.79137274
BH16-R005 509249 7968499 71.81662394 -80.73445056
BH16-R006 508438 7969804 71.82835433 -80.75758442
BH16-R007 510940 7967349 71.80624098 -80.68607272
BH16-R008 512763 7966604 71.79946969 -80.6338921
BH16-R009 514366 7965535 71.78979725 -80.58810744
BH16-R010 515332 7963810 71.77426705 -80.5607862
BH16-R011 516719 7962461 71.76207565 -80.52137424
BH16-R012 516716 7962464 71.76210551 -80.52144649
BH16-R013 518856 7959178 71.73248424 -80.4610252
BH16-R014 519701 7957349 71.7160179 -80.43736087
BH16-R015 520756 7955701 71.70115294 -80.40769515
BH16-R016 521588 7953865 71.68461845 -80.38448877
BH16-R017 521737 7952929 71.67621351 -80.38051474
BH16-R018 521854 7951940 71.66733629 -80.37747129
BH16-R019 521994 7950962 71.65855549 -80.3737726
BH16-R020 521842 7949969 71.64966727 -80.37839126
BH16-R021 521784 7948976 71.6407703 -80.38033186
BH16-R022 522305 7948153 71.63334354 -80.36575857
BH16-R023 522505 7947177 71.62457473 -80.36036605
BH16-R024 522558 7946129 71.6151743 -80.35917594
BH16-R025 522989 7945094 71.60585408 -80.34725101
BH16-R026 523165 7944366 71.5993104 -80.34247917
BH16-R027 523442 7942265 71.58044763 -80.33527384
BH16-R028 524061 7940538 71.56490313 -80.31827567
BH16-R029 525062 7938851 71.54967578 -80.29047836
BH16-R030 525291 7937897 71.54109895 -80.28431585
BH16-R032 525991 7936109 71.52499421 -80.26512481
BH16-R033 526653 7935439 71.51891458 -80.24664553
BH16-R034 527056 7933500 71.50148619 -80.23594899
BH16-R035 527423 7932310 71.49077604 -80.22601671
BH16-R036 527210 7931660 71.4849732 -80.2322608
BH16-R037 527873 7929786 71.46809651 -80.21424376
BH16-R038 528501 7928421 71.4557854 -80.19705351
BH16-R039 528666 7927955 71.45158805 -80.192581
BH16-R040 528686 7927755 71.44979267 -80.19209305
BH16-R041 528605 7927754 71.4497934 -80.1943744
BH16-R042 528517 7927713 71.44943634 -80.19686786
BH16-R043 528428 7927675 71.44910626 -80.19938825
BH16-R044 528736 7926992 71.44294646 -80.19097268
BH16-R045 528961 7926756 71.44080364 -80.1847285
BH16-R046 529065 7926599 71.43938356 -80.18186103
BH16-R053 528238 7928027 71.45228441 -80.20460807
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TABLE 1.0

BAFFINLAND IRON MINES CORPORATION

MARY RIVER PROJECT

2016 QIA AND NWB ANNUAL REPORT FOR EXPLORATION AND GEOTECHNICAL DRILLING ACTIVITIES
2016 GEOTECHNICAL DRILL HOLE LOCATIONS

UTM™ Lat/Long
Name Easting Northing Latitude Longitude
BH16-R067 535406 7918572 71.36657223 -80.00711249
BH16-R068 537046 7919096 71.37102254 -79.96087895
BH16-R069 539489 7920583 71.38396345 -79.89160524
BH16-R070 540273 7921201 71.38937313 -79.86928057
BH16-C006 508897 7968767 71.81904028 -80.74452416
BH16-C007 517221 7962080 71.75862643 -80.50707961
BH16-C008 520080 7956909 71.71204128 -80.42665711
BH16-C009 522032 7948728 71.63852401 -80.37335101
BH16-C010 522513 7946595 71.6193563 -80.36031394
BH16-C011 525427 7937567 71.53812602 -80.28057893
BH16-C012 526569 7935536 71.51979356 -80.24898548
BH16-C015 536142 7918691 71.36752952 -79.98642101
BH16-C016 536362 7918814 71.36859899 -79.98019432
BH16-C017 538597 7919724 71.37640812 -79.91706838
BH16-C018 546111 7920740 71.38419112 -79.70569738
BH16-C019 546163 7920494 71.3819761 -79.7043862
BH16-C019B 546214 7920455 71.38161672 -79.70297877
BH16-C020 546402 7920072 71.37814745 -79.69793562
BH16-C021 546593 7919917 71.37672116 -79.69267186
BH16-C022 547077 7919746 71.37509409 -79.6792009
BH16-C023 547304 7919643 71.3741263 -79.67289773
BH16-C024 547530 7919537 71.3731316 -79.66662509
BH16-C025 548370 7919181 71.36977311 -79.64329263
BH16-C026 550262 7918123 71.35990206 -79.59093616
BH16-C027 550416 7917928 71.35812203 -79.58674827
BH16-C028 551403 7916768 71.34751607 -79.55986609
BH16-C029 552569 7915813 71.33870472 -79.52786351
BH16-C030 555337 7915646 71.33658801 -79.4505035
BH16-C031 556864 7915216 71.33237859 -79.4080833
BH16-C032 557282 7915265 71.33271874 -79.39635073
BH16-C201 553750 7915276 71.33363107 -79.4951793
BH16-C202 554531 7915452 71.33503303 -79.47319928
BH16-C203 555007 7915451 71.33491586 -79.45987865
BH16-C204 555659 7915432 71.33459584 -79.44164573
BH16-C205 555883 7915449 71.33469636 -79.43536476
BH16-C206 556059 7915442 71.33459273 -79.43044446
BH16-C207 556679 7915415 71.3342057 -79.41311374

Note: Zone 17W, NAD 83
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TABLE 2.1

BAFFINLAND IRON MINES CORPORATION
MARY RIVER PROJECT

2016 QIA AND NWB ANNUAL REPORT FOR EXPLORATION AND GEOTECHNICAL DRILLING ACTIVITIES
2016 WATER SOURCE LOCATIONS

UTM Coordinates (NAD83)

Description Easting Northing Latitude Longitude

(m) (m)
Km 32 Lake 521,547 7,953,735 71°41'00" N | 80° 23' 09" W

Km 62 (BG50) 529,302 7,926,860 71°26'30" N | 80°10 30"W
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TABLE 6.1

BAFFINLAND IRON MINES CORPORATION

MARY RIVER PROJECT

2016 QIA AND NWB ANNUAL REPORT FOR OPERATIONS

2017 MARY RIVER PROJECT TOTAL CLOSURE AND RECLAMATION SECURITY SUMMARY *

Authorization

Liability

Total Posted in 2016

Security Determination for 2017/18

Adjustment to be Posted

(%) ASR ($)° (%)

F-D
Type A IOL? 48,846,000 51,384,000 2,538,000
2AM-MRY 1325 Crown 1,210,000 1,299,000 89,000
Subtotal Type A 50,056,000 52,683,000 2,627,000
Type B Exploration loL* - - -
2BE-MRY1421 Crown 1,250,000 1,247,000 -
Subtotal Type B Exploration 1,250,000 1,247,000 -
GRAND TOTAL 51,306,000 53,930,000 2,627,000

NOTES:
! Totals rounded to nearest ‘000 in CAD

2All security relating to IOL held by Qikigtani Inuit Association (QIA) under Commercial Lease No. Q13C301

3 As defined by January 20, 2017 NWB Correspondance, Re: Type “A” Water Licence No. 2AM-MRY1325, Baffinland Iron Mines Corporation , Mary River Mine Project: Direction from Nunavut Water Board Under the Annual Security Review Process
Established Under Part C and Schedule C of theWater Licence
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TABLE 8.1

BAFFINLAND IRON MINES CORPORATION

MARY RIVER PROJECT

2016 QIA AND NWB ANUAL REPORT FOR EXPLORATION AND GEOTECHNICAL DRILLING ACTIVITIES

MEETINGS WITH PUBLIC, GOVERNMENT AND INUIT ORGANIZATIONS

Date Group Location Description
April 5 - 6, 2016 QIA Oakville 1IBA Joint Executive Committee Meeiting

April 27, 2016 Marine Environment Working Group Ottawa Pre-Field Season Meeting

April 28, 2016 Terrestrial Emvironment Working Group Ottawa Pre-Field Season Meeting

May 11, 2016 Mary River Community Group Pond Inlet Meeting with Mary River Community Group (Phase 2)

May 16, 2016 QIA Teleconference 1IBA Joint Management Committee Meeting

May 27, 2016 QIA Teleconference 1IBA Joint Executive Committee Meeiting
June 15 - 16, 2016 QIA Mary River Mine Site 1IBA Joint Executive Committee Meeiting

July 8, 2016 QIA Teleconference 1IBA Joint Management Committee Meeting

July 21, 2016 QIA, Baffinland Teleconference Lease, Closure and Security

July 22, 2016 QIA, Baffinland Teleconference 2016 Marine Monitoring

July 22, 2016 NIRB Call NIRB Annual Report Comments

August 4, 2016

Marine Environment Working Group

Teleconference

2016 Marine Monitoring

August 11, 2016 QIA Teleconference 1IBA Joint Management Committee Meeting
August 16, 2016 NIRB Call NIRB Annual Report Comments
August 19, 2016 QIA Teleconference 1IBA Joint Executive Committee Meeiting
September 7 - 8, 2016 QIA Oakville 1IBA Joint Executive Committee Meeiting
September 14 - 21, 2016 QIA, Baffinland Mary River, Nunavut Annual Security Audit
October 17 - 20, 2016 QIA Oakville 1IBA Joint Management Committee Meeting
October 18, 2016 NIRB Meeting Project and Phase 2 Update
October 20, 2016 QIA Teleconference 1IBA Joint Executive Committee Meeiting
October 21, 2016 QIA, Baffinland Teleconference Review and Discussion of Draft 2017 Work Plan
October 31, 2016 NWB Call Closure Security
November 3, 2016 WWF Call MEWG Meeting and Marine Monitoring
November 8 - 10, 2016 QIA Ottawa 1IBA Joint Management Committee Meeting
November 8 - 9, 2016 QIA Ottawa 1IBA Joint Executive Committee Meeiting
November 10, 2016 QIA Call Winter Sealift
November 16, 2016 QIA, Baffinland Teleconference Ongoing Lease Items

November 16, 2016

Pond Inlet Hamlet Council Members

Mary River Mine Site

Site visit with Hamlet Council Members from Pond Inlet

November 21 - 25, 2016

HTOs (Arctic Bay, Pond Inlet), Public, Hamlet Council,

Arctic Bay, Pond Inlet, Hall Beach,

Igloolik, Clyde River

Phase 2 North Baffin Community Tour

November 25, 2016

QIA

Teleconference

1IBA Joint Management Committee Meeting

November 29, 2016 Marine Environment Working Group Igaluit Post-Field Season Meeting
November 30, 2016 Terrestrial Environment Working Group Igaluit Post-Field Season Meeting
December 1, 2016 INAC Igaluit Project Update and Phase 2
December 5, 2016 QIA Teleconference 1IBA Joint Management Committee Meeting

December 6, 2016

MLA, Hamlet Council, Mittimatalik Hunters and
Trappers Organization

Pond Inlet

Phase 2 and Proposed Winter Sealift

December 9, 2016

QIA, Baffinland, INAC, NWB

Teleconference

Annual Security Review Teleconference

December 13, 2016 NIRB Teleconference Winter Resupply

December 15 - 16, 2016 QIA Oakville 1IBA Joint Management Committee Meeting
December 16, 2016 QIA, Baffinland Oakville QIA, Baffinland Relationship
December 21, 2016 QIA Teleconference 1IBA Joint Management Committee Meeting

December 21, 2016

QIA, Baffinland

Teleconference

Ongoing Lease Items
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