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Gary E. Davis

President and Chief  Executive Officer
June 6, 2005
Greg Regaignon

Business & Human Rights Resource Centre

New York, New York

Dear Greg:

I appreciate the opportunity to respond to the complaint filed on May 18 with Canada’s Department of International Trade by DECOIN et. al. (“DECOIN”) against Ascendant Copper Corporation (the “Company”) regarding alleged violations of OECD Guidelines.

There has been and remains a lot of confusion in the mind of DECOIN as well as many other interested parties as to the corporate status of the Company and its relationship to other entities having similar names.  I would like to clarify this before I address the claim as I note that in your e-mail to me you refer to the company Ascendant Holdings Ltd.

The Company, Ascendant Copper Corporation, was created as a spin-off from Ascendant Holdings Ltd. (Bermuda), which wholly owns Ascendant Exploration S.A.  The only relationship of Ascendant Holdings and the Company is an approximate 4% shareholding in the Company by Ascendant Holdings.  The Company and Ascendant Holdings do have one common director but are otherwise completely separate and independent.  
Ascendant Copper Corporation, which is currently a private company, was incorporated in May 2004 by registration of its Articles under the Business Corporations Act (British Columbia).  The registered and records offices of the Company are located in Vancouver, British Columbia and its head office is located in Lakewood, Colorado. 

Ascendant is engaged in the exploration and development of primarily base metal properties.  The Company’s only two projects, namely the Junin copper-molybdenum-silver-gold porphyry property and the Chaucha porphyry copper-molybdenum property, are located in Ecuador.  It is important to understand that at this time the Company is only anticipating the conducting of exploration work, including some drilling, on these properties.  This work will probably result in the completion of a pre-feasibility study suggesting the potential economic viability of the properties, but, frankly, any commercial production is still, at best, five to six years away.

Regarding the claim filed by DECOIN, I have spoken at length with the primary Contact Point in the Department and forwarded to him information directly addressing the allegations contained in the claim.  For sake of brevity, I will summarize some of the more salient points that we discussed.

1. Since my joining the Company in late 2004, we have been in the process of either raising private financing or completing a full blown Prospectus for raising public funds and, as such, have not put out any press releases. To the best of our ability, the Company has been forthcoming with all potential investors as to the risks associated with the Company.  The Prospectus has been fully reviewed and vetted by the Company’s legal counsel as well as by underwriter’s legal counsel.

2. There is an allegation that that we have disclosed unreliable exploration data regarding mineral reserves.  This claim, frankly, is based on complete technical ignorance.  There is little doubt that the Junin property (the property about which all of the environmental and other rhetoric arises) contains a significant amount of copper mineralization.  This fact was established by the Japanese in the 1990’s through drilling and geophysical mapping.  When the Japanese were forced to leave (thanks in a large part by DECOIN’s participation in the burning of the Japanese exploration camp), they left behind with the Ecuadorian government all of their work, including mapping and sampling data, drill logs and assays, as well as the drill core itself.  After acquiring the concessions to the Junin property, the Company undertook a reanalysis of the Japanese data.  As opposed to the approach taken by the Japanese which were trying to establish “reserves,” the Company’s work was focused on estimating and understanding the “resource” base.  Once we completed this evaluation, we retained a third party engineering consultant, Micon International, to re-estimate the Junin resources using an orthogonal block model, the specifications of which are recognized and routinely used throughout the industry.
In accordance with NI 43-101 requirements, Micon subsequently determined an “inferred mineral resource” of 982 million tonnes grading 0.89% copper, 0.04% molybdenum, 1.9 g/t of silver and 0.01 g/t of gold, or a 1.21% copper equivalent at a 0.4% economic copper cut-off grade. 
Based on this work, I am hard pressed to see how it can be represented that we have disclosed “unreliable exploration data regarding mineral reserves.”  I believe the work is beyond reproach and would be confirmed by any qualified individual.

3. It is alleged that the Company is engaging in improper political activities in order to seek an exemption to Cotacachi’s Ecological ordinance.  This also is simply not true.  Much of this issue, and many of the other issues raised by DECOIN, stems from work in the vicinity of the Junin property of a pro-mining group, CODEGAM.
Let me address the CODEGAM organization.  Last June, 2004, the Company began a socialization program to introduce the Company, to determine what support existed for the Junin project, and to determine the priorities of the local communities. Through numerous seminars and meetings, from which the rudiments of a local development plan emerged, the community leaders asked for more control and, through a subsequent series of organizational meetings, CODEGAM was founded. In November 2004, CODEGAM elected its own representatives in a general meeting which over 400 people attended.

CODEGAM does receive a monthly donation from the Company, but CODEGAM makes the determination of how any money is spent based on local necessity.  CODEGAM is a legal and fully independent entity responsible for pursuing its own agenda.  We understand that it is recognized and supported by the Garcia Moreno Parish President and over 30 of the communities located therein.  For your reference, I am attaching a letter from CODEGAM dated April 22, 2005 to the Company’s financial underwriters stating its activities and representation. The Company is not part of the management or assembly of CODEGAM and is not responsible for directing or otherwise governing it. In addition to serving as the local community voice in discussions with Ascendant, CODEGAM is also the entity which deals with the local, provincial, and federal governments and regulatory agencies regarding the future of its constituents.

Second, the Cotacachi Canton, in which Junin is located, is the largest canton in Ecuador.  The Junin property is located in the western hinterlands of the Canton, while the vast majority of the population live in the more urban areas (e.g. Cotacachi, Ibarra, Otavalo) located over 50 kilometers to the east.  Over the years, the western portion of this Canton has often been neglected and as such the area, as compared to much of the country, is generally underdeveloped with poor infrastructure (poor sanitation, poor potable water supply, limited electrification, poor roads, poor healthcare) and with the majority of the people being poorly educated.  When we first got involved with Junin, it took 7 to 8 hours to drive there.  With the Company’s involvement, however, this area has started to get a modicum of attention from the government and other development groups.  The travel time to Quito, through the recent re-construction of two bridges (in which the Company directly participated), is now on the order of two hours and routine bus service has been initiated to some of the communities.  Because of the many needs of the communities in proximity of the Junin property, we have focused our community relations efforts in the more immediate vicinity of the project as stated in the operational policies of the International Finance Corporation of the World Bank Group in which they suggest a Company should work with the communities directly related to the project. 
The political activities in which it has been alleged that the Company is involved stems from the western region of the Canton wishing to form a new Canton (County) to represent it.  This is an old initiative that was started roughly ten to fifteen years ago. While the Company’s presence has re-sparked this initiative, which I understand is now being championed by CODEGAM in a hope that locals can have more direct control of their future, this is not, and will not be, a matter in which the Company gets involved.  Any involvement by an employee of the Company would be a direct contradiction of corporate policy.

4.
It is alleged that we have failed to secure permission from the relevant elected officials to pursue mining activities in accordance with the national Mining Law.  This also is not factual.  Much of the complaint was that we had not informed the Municipality of our exploration plans.  In April we met in Cotacachi with the Municipality, including the Mayor, and presented these plans.

As part of this, it was explained that prior to undertaking any exploration activities on the Junin property, the Company, using a third party consultant, will complete an environmental assessment of the impact of the proposed exploration program, which is supported by both the Environmental and Energy and Mines Ministries of Ecuador..  In addition, this assessment will begin the process of establishing baseline environmental data which could ultimately serve as a basis for a more comprehensive and detailed environmental impact statement in support of commercial development of the property, assuming current and future exploration and development activities determine that such commercialization is economically viable.  Once, and only after, the environmental study is completed will it submitted to the appropriate government agencies for approval.  Inasmuch as the study is being held up due to threats of violence from DECOIN and its followers, this study has yet to be initiated.

5. There is an allegation that the Company has failed to address allegations of human rights abuses leveled by a prominent Ecuadorian human rights organization.  This is, frankly, the first the Company has heard about any “prominent Ecuadorian human rights organization” leveling any allegations.  DECOIN did, on a pro bono basis, get a New York law firm to contact us concerning many of these same allegations.  As a result of meetings with this law firm, the Company agreed to take several pro active steps to attempt to diffuse the tension in the area.  As part of this, the law firm was to receive from its client substantiation of claims of abuse.  Earlier this week, I was informed by this law firm that no such substantiation had been forthcoming.  It is the Company’s position and part of its adopted corporate policy that threats and/or abuses of individuals or groups will not be tolerated and that if such actions take place, the Company will take immediate action to curtail it with the offender being dismissed.
Last year the Company did receive what it perceived as a rather threatening letter from a UK law firm (Leigh, Day and Co.) asserting that the Company had engaged in threats and abuse.  Upon completing an internal review, we discovered that no Company personnel had been involved in the incident prompting the letter and, as such, elected not to respond.  We have not heard again from this UK law firm.

I still do not know which of the above entities is the “prominent Ecuadorian human rights organization.”  I see no other reference to this in the text of the claim.

6. It is alleged that we have failed to inform the public and potential shareholders of the significant environmental impacts of the proposed mining activities.  How can we when we haven’t yet been allowed to conduct our own environmental study?  I find this allegation to be way off base at this time.  DECOIN is quoting and relying on contents of a 1996 report (this was not an environmental impact assessment per se as claimed by DECOIN) conducted by the Japanese.
Regarding this report, we are well aware of its contents and conclusions.  I will say that we are not at this time in agreement with all that is contained in that report, but will be addressing the main points of it in the work that we are proposing to complete.  While there is little doubt that a mining operation the size as envisioned at Junin would create environmental impact, it will not lead to deforestation as the entire project area has already been stripped of timber.  Further, we would anticipate a zero-discharge processing operation (in compliance with ISO and U.S. standards) limiting significantly any water and soil contamination and air pollution, although from prior work we know that the existing waterways are already highly contaminated with metals due to their natural occurrence in the area..  At this time we cannot address the situation regarding fauna – we simply do not know what remains there and certainly have no knowledge at this time of the presence of any endangered species as has been alleged.

Regarding this matter further, at this time it seems highly unlikely to me that “100 families and four communities would need to be relocated” as suggested by the Japanese report. Three of the communities lay over the mountain range and in a different drainage altogether.  Regarding the fourth community, Junin village which has about 30 families, some reconciliation will most likely be required should commercialization of the Junin project ever proceed.  The Company has already commenced a program of acquiring surface lands from the locals and has now purchased over 1000 hectares at fair market value in areas we anticipate could be impacted.  With the sale of this surface to us, we expect that several of the inhabitants will elect to depart of their own free will.
Much ado has been made as to the potential “desertification” of the “clear cut area,” whatever this is.  First, for a potential commercial operation, steps would be taken to minimize any area as required for operations.  Because the area receives annual rainfall of between 450 mm and 3,000 mm, it is very difficult to foresee any significant “desertification.”  The Company, in determining the Junin concession areas, also purposely redrew its boundaries to provide maximum protection and buffer to the Cotacachi-Cayapas Ecological Reserve.  The nearest anticipated development of the Junin project would be at least eight (8) kilometers in straight line from the Reserve boundary. 
Let me reiterate, the money that we are now in process of raising is for the completion of an exploration program, which will culminate in the completion of a pre-feasibility study.  As such and until such time as we know whether there even exists an economically developable deposit, it is premature to spend significant dollars on a full-blown Environmental Impact Study, estimated to cost upwards of $500,000.  Having noted this, however, we are cognizant of the third party interest in potential and future development of the property and are planning to go well beyond what is typically done at this stage to develop baseline information.

We have recently retained a local consulting firm to complete the requisite environmental work prior to and concurrent with this next planned phase of exploration.  Because of the sensitivity surrounding the property, we are planning to complete a very high quality Environmental Impact Assessment which will be disseminated to the local communities prior to submission to the Ministry of Energy and Mines for final approval.  This study is to include collection of baseline data regarding air, soil and water, will review and establish a baseline for all flora and fauna, as well as address archeology and social issues.
7. The claim states that there are pending legal actions challenging the granting of the Junin concessions to the Company.  Unfortunately, anyone can continue to mount opposition to this, but it is reminiscent of beating a dead horse.  We have extensive legal opinions regarding this, all of which conclude that the Junin concessions are legal.  One of the interesting things is that there is an assertion in the claim that the Constitutional Tribunal has yet to rule on this matter.  In fact, as discussed in the legal opinion and by a written decree, this matter was ruled upon in the Company’s favor in 2003 and again in 2004.

8. The claim addresses potential land ownership disputes.  DECOIN notes that we state on our website there is no forest reserve in the area.  This is true, as the concessions have previously had all virgin timber removed..  They go on to address how one of the local villages has designated certain lands as a “community reserve.”  This “community reserve” is not recognized by the government (as noted by DECOIN itself) and is not a legally constituted reserve.  It was, at the encouragement of DECOIN, established post facto to simply try to erect another roadblock to exploration.  This notwithstanding, however, the Company will recognize any and all ownership of surface rights and negotiate equitable agreements with all local communities. It is interesting to note that this “reserve” includes much of this same surface acreage that the locals have sold or are now wanting to sell to the Company.

It is also interesting to note that DECOIN believes that the government’s potential declaration of the Junin project as a project of National Importance could lead to “potential conflict.”  I fully believe that this clearly indicates DECOIN’s position that it 1) will not recognize its own government’s actions in supporting the greater good of the people and the Country and 2) will willfully take or organize militant action against the Company for trying to protect its legal interests.  To support this, I draw your attention to the DECOIN website where they are demanding the Company to leave the Intag (Junin) area within 30 days as well as stating that any employee of the Company’s environmental consultant found in the Junin reserve (even though this is the Company’s concession with full legal right to ingress) will be “forcefully relocated.” 
The Company, its officers, and its directors stand ready to answer any questions that you or any other organization might have regarding this matter and the claim that has been filed.  We do not believe there is any merit in the claim and believe DECOIN is simply using this to advance its own agenda.  We believe, and fully expect that Canada’s Department of International Trade will concur, that the Company is in compliance with each and every OECD Guideline and doing what it can to be a good corporate citizen.






Sincerely,







Gary E. Davis
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