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Angust 31, 1999

The Homorable Robert Nxuk

Minisier of Indien Aflairs and Novthern Developmem
10 Wellinglon Street, Suite 2100

Hull, Quebec K1A OH4

On behalf of BHP Dismonds nc., I would like 10 offer my congrarulaions on vour receat
sppoinunent as Minister af the Department of Indian Affairs and Northern Developmene.
Your experience as M.P for & large and remnote riding i sure o serve you well in your
new partfolio.

BHP Diamonds Inc. oparates the EKATI™ Dixmond Mine, Cxoada’s first dizmand mine,
located about 300 lm noctheant of Yelowimnife. As you may know, the mine was
subjected o a very extensive eaviroamental review process which lasted over two and a
balf years. Construction of the mine, which opened last Qctober, frxr surpassed any
previous rcovds for workplacs safety . the NWT, and has presented no significant
eavirompenta] impacts. Elati is now the larpest private sector esployer of zortham
rosidents and sboriginal penple north of §0.

Alhough your ofcials will be abla to brief you in detail about our operation, 1 woald
like o take this oppornmiry to highlight two key 1ssues we are facing af this time and
which fail under your department’s responsibilities.

First, there is 8 igh [evel of interest in the poterial benefits Som value-added activites,
such as sorting and manufacturing of rough dinmoends. The Government of the Northwest
Territories (GNWT) has taken 3 very strong and at times threatening position on this
matter. As 2 result yowr department, in consuitation with the GNWT, is conducting a
further review of possible approaches, which may include regulation, th ensure a supply
of rough diamonds to porthem manufacturers
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In our view, there is 00 need for government imervention t czeste value-added activities
in the NWT. We have demonstrared that s spproach ased aa eooperation and voluntxry
cormntenty is working BHP Dismands Ioc @ proceeding in accordancs with our
caisting understanding with the GNWT; we have onc saley aangement with a Jocal
mmoufictzrer m place, and will shorly concluds two more. These errangemeonss xe in
addition ™ our constructicn of a sorting end valnstion fGacility 1n Yellowknife. Should
local manufacruring prove (o ba commercially sustainsble, we sro prepered to consider &
further tncrease 1a Uns allocation in future yoars.

BHP Dismonds foc."s respoase has been more than resscoable in sopporting local value-
sdded wctivities, and [ believs yoor officials will support this view. Regalwory
impositions w0 create additional local bensfirs wonld be counter-productive.

It should also be noted that tha lavel of beochits provided from gur miming operstion, with
local expenditores exceeding $100 million per year, and clasc to 500 direct jobs for

northern residents, far cxceeds the level of benefits that can be reasonsbly expected from

value-added activities. [nstend, grester attemtion should he devored b enconraging new
inine devel

This hrings me o the second key ixsuc | wish o raise with you, which concerns the
length, uncertsinzy and complexity of the regulatory rovicw process @or new mining
development in the NWT. In our case, applications for the proposed development of
additiona] kimberlitc bodies on the claim block were submitiad in November 1998. Your
department referred the applications o the Mackenzic Valley Environmemal Review
Board for Eovironmental Asscssmem i April 1999, The Review Board is now
considering the scope and work plan to b followed for its ecvironmental assessment, aod
aftey the assesement is completed we will be able to proceed o fimal permitting.
Optimistically, we will receive final permits by Decexnber 2000.

The EKATI™ Dixmond Minc was already sabjected t the most thorough environmenial
review ocess for any new mine yet built i Canada other than for umgivm mines.
Regulatory agencies have not informed uy of any significant exviroamental tmpacts from
the existing operation, end we me oot aware of any significane, new envirommental
impacts that e presenrted by development of these new kimberlite resources
Nevextheless we arc faring a cepulatory process that will uke over two years in compleze,
and ax this point we stll do oot know what the scope of the review will be, including the
extent to winch it will inchude matters that wers addressed under the previous review.
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Now g the spplications have besn refexred to the Eavironmental Impact Review Bosrd,
the Board orust independently conduct the ssscaxmeet and it wenld be inappropcine for
o o seek yoor istervestion in its delibentlons. Howewver, we do heve an active
explaration progrm and contemplate meking additional spplications in the funze. We
hope not ™ be subject o yor Sarther malli-yesr covironmeraal review process for fimure
additions o kimberlite resources. Furthes, your department will have 3 key role in
making the reforal decisions, i providing essistance to Bowrd suff during the review
process, end in sesting ths woad regulanry =nd policy direction for fenzro resowes
development. We would therefire sncourage you to consider whether the cuent
envirosmental review and spproval process is sffctive and efficiers.

We wish you a suceessful term in your oew pestfolic, and [ bops (st we might heve mn
npportunity to mest in the ner futore. [ would of courss be very plessed to boat you on &
visi? to our mige site st your convenisnce,

Sincerely,

BHP DIAMONDS INC.

ottt

es R. Rottrwall
President
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