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To: Mike B i l l e y December 18, 1987 

Re: MISJRAL RESGjJRCES LTD^ 

In accordance with your memorandum I have reviewed two 
r e p o r t s by W.G. Hainsworth, P.Eng. (B.C.) which have t o 
do with 21 p l a c e r c l a i m s and f r a c t i o n s i n the A t l i n 
M i ning D i v i s i o n l o c a t e d 20 k i l o m e t e r s e a s t of A t l i n 
B.C. These c l a i m s extend 2 k i l o m e t e r s s o u t h e r l y up 
O t t e r Creek from S u r p r i s e Lake. I have a l s o reviewed 
the d r a f t of the undated f i l i n g statement. 

The I s s u e r h o l d s t h i s p r o p e r t y under an agreement 
worked out i n e a r l y 1987 with Genie Resources L t d . 
The I s s u e r purchased a wash p l a n t which was put i n t o 
o p e r a t i o n on October 16, 1987 and which ceased 
o p e r a t i o n on October 26, 1987 due t o weather 
condi t i ons. 

1. UPDATE REPORT FOR MISTRAL RESOURCES LTD., DATED 
OCTOBER 30, 1987, BY W.G. HAINSWORTH, P.ENG. 

Page 5 of the r e p o r t a d v i s e s t h a t i n 1983 
Genie Resources L t d . a c q u i r e d 13 p l a c e r c l a i m s 
a d j o i n i n g and upstream (south) of the s u b j e c t 21 
p l a c e r c l a i m s . Pages 6, 7 and 8 d e s c r i b e 
e x p e n d i t u r e s by Genie Resources L t d . I i n t e r p r e t 
t h e s e e x p e n d i t u r e s are i n exces s of $4,500,000, 
which i n c l u d e s purchase of the p r o p e r t y , camp and 
equipment, t he d r i l l i n g of 100 bore h o l e s , 
s t r i p p i n g of what appears t o be 800,000 c u b i c 
y a r d s of waste, mining and s l u i c i n g 180,000 c u b i c 
y a r d s of p l a c e r ground and t h e r e c o v e r y of 106,000 
oz of g o l d . 

On pages 4-8 of t h i s r e p o r t t h e r e i s mention of 
th e Rose P i t , S t r a n d S h a f t , Moran L e v e l , Suoboda 
L e v e l , B e r t h a r d S h a f t , Main or D o r f l i n g e r S h a f t , 
and the D r a i n Lease Mine. The Rose p i t i s 
i d e n t i f i e d as b e i n g w i t h i n the s u b j e c t p r o p e r t y . 
The Main or D o r f l i n g e r s h a f t i s i d e n t i f i e d as 
bei n g w i t h i n t h e Genie p r o p e r t y which a d j o i n i n g 
and i s up stream (south) of the s u b j e c t p r o p e r t y . 
I have had d i f f i c u l t y i d e n t i f y i n g the p o r t i o n of 
the o t h e r s h a f t s , l e v e l s and l e a s e s . 

Pages 10-11- a d v i s e t h a t d u r i n g 1986 Genie s t r i p p e d 
288,000 c u b i c y a r d s of waste and p r o c e s s e d 149,450 



c u b i c y a r d s of p l a c e r m a t e r i a l at a c o s t of 
*1,532,971. 

Pages 12-47 a d v i s e t h a t d u r i n g 1987 a new wash 
p l a n t c a p a b l e of p r o c e s s i n g 250 c u b i c y a r d s per 
hour was assembled, t he o l d Genie p l a n t was shut 
down and w i n t e r i z e d and the company measured, 
sampled and p r o c e s s e d 400 t o 500 t o n s from t h e 
sto c k p i l e . 

Page 14 a d v i s e s t h a t Two M Mining Company i s 
working the T i n a Group of c l a i m s l o c a t e d s e v e r a l 
hundred f e e t below the south border of M i s t r a l ' s 
PL1702 Cl a i m . 

In my o p i n i o n t h i s r e p o r t i s not a c c e p t a b l e and I would 
i n v i t e the I s s u e r t o respond t o the f o l l o w i n g comments 
or q u e r i e s . 

A.^- T h i s r e p o r t does not p r o v i d e a c l e a r d e s c r i p t i o n 
' or i d e n t i f i c a t i o n of the a r e a of past a c t i v i t y on 

the p r o p e r t y . Pages 5 - 8 , 1 0 - 1 1 and page 14. 

B. y F i g u r e 2 shows the o u t l i n e of t h e s u b j e c t 21 
^ c l a i m s and a b l o c k of 13 a d j o i n i n g c l a i m s h e l d by 

the vendor of the s u b j e c t 21 c l a i m s . In my 
o p i n i o n i t i s d i f f i c u l t t o determine which 
p r o p e r t y i s b e i n g d e s c r i b e d -

C v On page 1 the author r e f e r s t o a q u a l i f y i n g r e p o r t 
' dated A p r i l 14, 1986 amended October 5, 1986. As 

the r e p o r t does not c o n t a i n a b i b l i o g r a p h y , I 
would ask who wrote t h a t r e p o r t , who commissioned 
the r e p o r t , does i t have maps t o i d e n t i f y t h e 
s h a f t s , mines, d r i l l h o l e s , r e s e r v e s , was i t used 
as p a r t of a p r o s p e c t u s or statement of m a t e r i a l 
f a c t s ? 

D.y I would i n v i t e t h e Is s u e r t o show on F i g u r e 2 t h e 
f p o s i t i o n of t h e T i n a Group of C l a i m s where Two M 

Mining Company i s working <page 14). 

2. EVALUATION REPORT FOR MISTRAL RESOURCES LTD., DATED 
NOVEMBER 25, 1987, BY W.G. HAINSWORTH, P.ENG. 

The author a d v i s e s t h a t i n h i s A p r i l 14, 1986 
re p o r t , amended October 5, 1986, he i d e n t i f i e d 
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1,530,000 c u b i c y a r d s y 6 f pay h o r i z o n with a grade 
of 0.052 02 g o l d ptfr c u b i c y a r d , c l a s s i f i e d as 
both d r i l l i n d i c a t e d and p o s s i b l e , i n 4 pay 
h o r i z o n s which ayerage 10 f e e t t h i c k . Using a 
s t r i p p i n g r a t i o an 2 1/2 t o 1, and assuming the 
waste has a grade of 0.015 oz g o l d per yard he has 
a s s i g n e d an "Oris Reserve of 5,355,000 c u b i c y a r d s 
with a grade of 0.026 oz g o l d per c u b i c y a r d . " 

Based on an o p e r a t i n g season of 137 days, an 
annual throughput of 548,000 y a r d s , g o l d p r i c e of 
3 552,50 per oz Cdn., annual l a b o u r c o s t s of 
$729,600, annual mining c o s t s f o r both waste and 
"o r e " $1,850,000 and a c o m p l i c a t e d r o y a l t y 
agreement, the author shows an annual net p r o f i t 
of $1,738,366 b e f o r e t a x e s or $28,806,000 over the 
10 year l i f e of the o p e r a t i o n . By d i s c o u n t i n g 
t h i s a t 157. the author p u t s forward a p r e s e n t 
v a l u e c a l c u l a t i o n of $13,690,274. 

In my o p i n i o n t h i s r e p o r t i s not a c c e p t a b l e and I would 
i n v i t e the I s s u e r t o respond t o t h e f o l l o w i n g comments 
or q u e r i e s . 

T h i s r e p o r t does not p r o v i d e f u l l and p l a i n 
d i s c l o s u r e and i t does not conform with the 
g u i d e l i n e s s e t - o u t i n Form 54 of the S e c u r i t i e s 
Act and i n Nat i o n a1 P o l i c y 2A. 

B. I would i n v i t e the Is s u e r t o a d v i s e as t o t h e 
/ p e r c e n t of proven ( d r i l l i n d i c a t e d ) o r e i n the 

1,530,000 ya r d o r e r e s e r v e and t h e p e r c e n t i n t h e 
p o s s i b l e c a t e g o r y . 

C. I would i n v i t e t h e Issuer t o p r o v i d e 
y/ s e c t i o n showing the proven ( d r i l l 

r e s e r v e . 

a map and 
i n d i c a t e d ) 

D.y^ I would c a l l t h e I s s u e r s a t t e n t i o n t o S e c t i o n 
4.7.4.3 of N a t i o n a l P o l i c y 2A: 
" p o s s i b l e or i n f e r r e d r e s e r v e s must not be added 
t o o t h e r c a t e g o r i e s of r e s e r v e s and t h e i r 
i n c l u s i o n i s not a c c e p t a b l e i n any economic 
a n a l y s i s or f e a s i b i l i t y study of a p r o j e c t " 

I would c a l l t h e I s s u e r s a t t e n t i o n t o Appendix 
of Form 54^of t he S e c u r i t i e s A c t : 

1 
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"Care s h o u l d be taken i n the use of the word o r e " , 
— the term i s d e f i n e d i n t h i s Appendix. 

FILING STATEMENT UNDATED 

Page 12 of the F i l i n g Statement a d v i s e s t h a t Mr. 
Hainsworth reviewed r e p o r t s dated August 17, 1983 
and December 15, 1983 by M.D. K i e r a n s , P.Eng. and 
presumably wrote an amended r e p o r t which i s 
r e f e r r e d t o as the f i r s t r e p o r t . Page 12 of the 
F i l i n g s Statement a d v i s e s t h a t page 17 of t h e 
f i r s t r e p o r t shows the b l o c k s , tonnage and grade 
used t o o b t a i n both d r i l l i n d i c a t e d and p o s s i b l e 
c l a s s i f i c a t i o n s . 

A. I would query the Issuer as t o whether the 
Hainsworth f i r s t r e p o r t might s a t i s f y a l l of 
the q u e r i e s posed above r e g a r d i n g the 
Hainsworth second r e p o r t (October 30, 1987). 


