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W.G. HAINSWORTH & ASSOCIATES LTD. 
Mining Consultants 

SUITE 570 
789 WEST PENDER STREET 

VANCOUVER, BRITISH COLUMBIA, V6C 1H2 
TEL: (604) 687-6930 
FAX: (604) 684-7516 August 15, 1989 

Mr. John Godfrey, P r e s i d e n t 
Golden North Resources C o r p o r a t i o n 
1530 - 800 West Pender S t . 
Vancouver, B.C. 

Dear Mr. Godfrey: 

In a r e c e n t d i s c u s s i o n you expressed an i n t e r e s t i n my views 
concerning the re-appointment of Corona C o r p o r a t i o n as the 
c o n t r a c t o r f o r your upcoming program. Herewith are my thoughts. 

Corona has been the d e s i g n e r , manager and c o n t r a c t o r of the 
programs c o n c e r n i n g Golden North's Hedley p r o p e r t i e s s i n c e 1987. 
P r i o r to t h a t date an agreement concerning e x p l o r a t i o n of c e r t a i n 
of the Hedley p r o p e r t i e s of Golden North was i n pla c e with P l a c e r 
Developments L t d . of Vancouver. I t i s understood t h a t no 
management agreement i s i n pl a c e with Corona a t the time of 
w r i t i n g . T h i s leaves Golden North i n the p o s i t i o n of a p p o i n t i n g 
a c o n t r a c t o r t o do the recommended work should they wish. 

The case a g a i n s t a p p o i n t i n g Corona to c a r r y out f i e l d o p e r a t i o n s 
i s t h a t being the o n l y game i n the Hedley area the desig n of 
programs i s gauged to meet N i c k e l P l a t e requirements, thus 
management and d i r e c t i o n of the f i e l d programs a l l p o i n t inward. 

The case f o r Corona i s t h a t programs are designed to e v e n t u a l l y 
feed the m i l l a t N i c k e l P l a t e thus keeping Golden North's present 
overhead down and e v e n t u a l l y e l i m i n a t i n g the c o s t of c a p i t a l 
expenditures r e v o l v i n g around a p i t - m i l l complex. In the 
overhead department, Golden North does not r e q u i r e the formation 
of a g e o l o g i c a l department and attendant f i e l d s i t u a t i o n s . 
Golden North can draw on the e x p e r t i s e of Corona's geology 
department to c a r r y out the f i e l d recommendations and submit 
t h e i r p r o f e s s i o n a l o p i n i o n s i n program documentation. 

I t i s r e c o g n i z e d t h a t Corona has access to i n f o r m a t i o n , p o s s i b l y 
i n advance of Golden North, by the simple f a c t of being the 
"cheque s i g n e r " . But then the programs are designed to prove up 
m i n e r a l i z a t i o n and put i t i n t o the economical category, always 
with the N i c k e l P l a t e m i l l i n the background. The programs have 
a purpose. 

I t should be noted t h a t Golden North has funded a l l the programs 
themselves designed by Corona (and i t s p r e d e c e s s o r s ) . T h i s 
amounts to i n excess of $4 m i l l i o n to t h i s p o i n t i n time. 
Golden North stands to r e g a i n a p o r t i o n of these e x p l o r a t i o n 
c o s t s i n i t s e v e n t u a l n e g o t i a t i o n s with N i c k e l P l a t e concerning 
those orebodies w i t h i n the Golden North c l a i m s . 
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In the w r i t e r s o p i n i o n , Corona, although without a c o n t r a c t , have 
designed and managed programs over the l a s t 2 years which have 
examined and e v a l u a t e d the Golden North c l a i m s i n a p r o f e s s i o n a l 
manner. They have employed h i g h l y q u a l i f i e d people to c a r r y out 
the f i e l d programs and have been prudent i n t h e i r charges 
t h e r e o f . The designed programs are of b e n e f i t to both N i c k e l 
P l a t e (Corona) and Golden North. 

The w r i t e r recommends t h a t Golden North c o n s i d e r m a i n t a i n i n g 
Corona as the operator of the f i e l d programs a t t h i s p o i n t i n 
time. 

Yours t r u l y , 

W.G. HAINSWORTH & ASSOCIATES 

W.G. Hainsworth, P.Eng. 

WGH:sl 



C O R O N A C O R P O R A T I O N 

120 Adelaide Street West 
Suite 1900 
Toronto, Canada 
M5H 1TI 

Telex 06-217559 
Telecopier (416) 862-1850 
Telecopier Exploration "' 

(416) 862-2450 
Telephone (416) 862-2000 

September 13, 1989 

Mr. John S. Godfrey 
Pr e s i d e n t 
Golden North Resources Corporation 
S u i t e 1540 
800 West Pender S t r e e t 
Vancouver, B.C. 
V6C 2V6 
Dear John: 
In order to f a c i l i t a t e immediate implementation of a two year mining plan 
f o r Nickel P l a t e , we would l i k e to come to terms on parameters f o r the 
development of mineral inventory on Golden North p r o p e r t i e s surrounding 
the mine. 
From the outset, i t i s important to recognize t h a t : 
1. e x i s t i n g m i l l i n g c a p a c i t y i s c r i t i c a l to r e a l i z i n g value f o r Golden 

North's mineral inventory; 
2. mining e x p e r t i s e and i n f r a s t r u c t u r e provided by Corona are e s s e n t i a l 

f o r c a r r y i n g out the program; 
3. i t i s to the advantage of both p a r t i e s to reach a ti m e l y and mutually 

s a t i s f a c t o r y r e s o l u t i o n of t h i s i s s u e . 
• 

A t t h i s p oint we view Canty to be most amenable to short term development. 
Hence, t h e numbers presented below are based on mining and processing of 
the mineral inventory we be l i e v e to be a v a i l a b l e at Canty. The same 
approach could be extended to any other a p p l i c a b l e d e posit held by Golden 
North. 



Proposed Deal S t r u c t u r e : 
Based on the above premise, on behalf of Corona, I would l i k e to o f f e r you 
one of three p o s s i b l e a l t e r n a t i v e s : 
1. s t r a i g h t j o i n t venture; 
2. custom mining and m i l l i n g ; 
3. r o y a l t y . 

S t r a i g h t J o i n t Venture: 
Under t h i s a l t e r n a t i v e , both p a r t i e s w i l l c o n t r i b u t e to and share i n the 
proceeds from the development of the d e p o s i t . We expect Corona to have 
a 70% i n t e r e s t i n such j o i n t venture. 

Custom Mining and M i l l i n g : 
Under t h i s a l t e r n a t i v e , Corona w i l l be r e s p o n s i b l e f o r a l l mining, and 
m i l l i n g at Canty. Corona w i l l pass through to Golden North a l l of i t s 
mining, m i l l i n g , a d m i n i s t r a t i o n and d e p r e c i a t i o n charges plus i t w i l l 
charge a 5% management fee on a l l of the above. Corona's d e p r e c i a t i o n 
charges at Nickel P l a t e are about $58.00/oz. 
The NPV d i s t r i b u t i o n under t h i s a l t e r n a t i v e would be 86% to Corona and 14% 
to Golden North. 

Royalty: 
Under t h i s a l t e r n a t i v e , Corona keeps 100% of production s u b j e c t to a 50% 
net p r o f i t s r o y a l t y payable to Golden North. Net p r o f i t s are c a l c u l a t e d 
a f t e r a l l expenses i n c l u d i n g d e p r e c i a t i o n . We expect the net present 
value to be d i s t r i b u t e d 75% to Corona and 25% to Golden North. 

Assumptions: 
US $400 gold 
No i n f l a t i o n 
84 cent Canadian d o l l a r ^.„ . . . ^ 
419,000 tons grading 0.0S9 opt. i£ £-0 iC--7o,*>-
8.1:1 s t r i p p i n g r a t i o over the reserve l i f e / ; '•2-*'-^"-
80% recovery 

The balance of the operating assumptions i s presented on the attached 
s i m u l a t i o n which was prepared by our e v a l u a t i o n s group i n conjunction with 
Corona operators and g e o l o g i s t s . 



John, I hope t h a t you w i l l g i v e our p r o p o s a l s e r i o u s c o n s i d e r a t i o n so t h a t 
we can r e a c h an agreement on one o f t h e above a l t e r n a t i v e s w i t h o u t much 
d e l a y . 
Yours t r u l y , 

P e t e r Steen 
P r e s i d e n t & C h i e f E x e c u t i v e O f f i c e r 
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