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November 30, 1987 

Mis t ra l Resources L t d . 
302 - 698 Seymour Street 
Vancouver, B . C . 
V6B 3K4 

At tent ion : Mr . Bruce Luckman 
Ms. Laur i Goodman 

Dear Sirs: 

Re; Atlin Property 

In connection with the proposed acquisit ion by Mis t ra l Resources L t d . of the shares of 
Genie Resources L t d . we have reviewed certain documents relat ing to the fol lowing 
placer leases and placer mining leases located in the A t l i n Mining Divis ion of the 
Province of Br i t i sh Co lumbia : 

(a) Dra in Leases: 

Name Record Number 

Drain Lease - P M L 1697 
4607 
4606 
4605 
4604 
1739 
1528 
2302 

P L 
P L 
P L 
P L 
P L 
P L 
P L 

(b) Dan Leases: 

Name Record Number 

Snoopy - P M L 1687 
1702 
1703 
1745 
1782 
1849 
1866 
1867 
1868 

Rose - P M L 
Joy - P M L 
Lake - P M L 
Dan - P M L 
Randy - P M L 
Lucy - P M L 
Pauline - P M L 
Ford - P M L 
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Name Record Number 

Surprise - P M L 1869 
P L 4688 
PL 4689 
P L 4690 

(the above l isted placer leases and mining leases are hereinafter co l lect ive ly referred 
to as the " A t l i n Property" ) . 

You have asked us to report to you on the state of t i t le to the A t l i n Property based 
upon the documentation we have reviewed. We understand that you have been 
requested by M r . Ly le Hal lman to provide him with a copy of this report . 

Please understand that this report does not purport to be a legal opinion on t i t l e to the 
A t l i n Property and we are not expressing any view as to the enforceabi l i ty of the 
agreements and charges described herein. T i t le is subject to compliance with the 
Mining (Placer) A c t and regulations governing the locat ion and recording of c la ims. 
There may be agreements or facts af fect ing t i t le to or c la ims against the A t l i n 
Property of which we are not aware. We have not inspected any maps or surveys; you 
have advised us that you have done so. Our investigations have been s t r i c t l y l imi ted to 
the examination of the documents enumerated herein which have been provided to us 
and of which we are aware as a consequence of certa in searches conducted by us which 
are described below. Most of the documents we have examined are copies and we have 
assumed the authentic i ty of the same. Cer ta in of the documents we have examined 
are unsigned. We have assumed that these documents nevertheless re f lect the 
agreements of the part ies. Because many of the documents we have reviewed are 
photocopies, we are often unable to determine whether or not the same have been 
sealed. 

The fol lowing is a l ist of the documents which we have reviewed in this regard: 

A . Documentat ion 
Relat ing to the Acquis i t ion 
by Genie of the Leases and Royalt ies Thereon 

1. Agreement dated August 31, 1973 between David Minerals L t d . (N.P.L.) 
and Lucy W. Day; 

2. Agreement dated September , 1973 between David Minerals L t d . 
(N.P.L.), Lucy W. Day and John Kenneth Campbel l ; 

3. Agreement dated May , 1977 between Shirley J . Connol ly , as 
Optionor, and Northwest Placer Syndicate, as Optionee (unsigned); 

4. Assignment of Lease dated January 24, 1979 from Rutherford Day to 
Shirley Jean Connol ly relating to placer mining leases 1849, 1866, 1867, 
1868 and 1869 and recorded February 28, 1979 against the same in the 
Off ice of the Gold Commissioner in A t l i n , B . C . under M.R . 121327E; 
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5. Agreement dated , 1980 between Matthew Phi l l ip Sherman, 
Orva l Gi l lespie and Edward A . Angus, as Vendor, and Mi lmac Mines L td . , as 
Purchaser (without schedules); 

6. Agreement dated May 1, 1981 between Mi lmac Mines L t d . , as Vendor, and 
R ichard John Watson and Kenneth A lber t O'Connor, as Purchaser; 

7. Agreement dated as of May 3, 1982 (also dated June 20, 1982) between 
R ichard John Watson and Kenneth A lber t O'Connor and Cypress Consult ing 
Services Inc.; 

8. Agreement dated June 20, 1982 between Richard John Watson and Kenneth 
A lber t O'Connor, as Vendors, and Eystar Holdings L td . ; 

9. Agreement dated October 8, 1982 between David Minerals L td . , as 
Assignor, and R ichard Watson, as Assignee; 

10. Le t te r dated October 8, 1982 from Richard Watson to Lucy Day; 

11. Le t t e r dated October 14, 1982 from Roy Smith , as agent for R ichard 
Watson to Gordon Mc lntyre ; 

12. Assignment dated March 28, 1983 between Cypress Consult ing Services 
Inc., as Assignor, and Sebrew Holdings L td . , as Assignee; 

13. Agreement dated as of March 28, 1983 between Kenneth A lber t O'Connor 
and Sebrew Holdings L t d . ; 

14. Le t te r dated July 19, 1983 from Sundance Gold L t d . to Sebrew Holdings 
L t d . and agreed to by Sebrew Holdings L td . ; 

15. Let ter dated July 25, 1983 from Richard John Watson to Sebrew Holdings 
L td . ; 

16. Agreement dated as of August 5, 1983 between Cypress Consult ing 
Services Inc., Eystar Holdings L t d . and Sebrew Holdings L t d . ; 

17. Assignment dated August 5, 1983 between Eystar Holdings L td . , as 
Assignor, and Sebrew Holdings L td . , as Assignee; 

18. Agreement dated August 22, 1983 between R ichard John Watson and John 
Vroom; 

19. Agreement dated September 6, 1983 between Rutherford Day, Lucy Day, 
Gordon Mclntyre and G . & D . Mining L t d . , as Vendors, and Genie Resources 
L t d . , as Purchaser; 

20. Agreement dated September 6, 1983 between Richard John Watson and 
David Minerals L t d . , as Vendors and Island Cash Buyers L t d . and John 
Vroom, as Purchasers; 
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21. B i l l of Sale dated October 12, 1983 from Connolly Holdings L t d . to Kenneth 
A lber t O'Connor re lat ing to placer mining leases 1687, 1702, 1703, 1745, 
1732, 1849, 1866, 1867, 1868 and 1869, among others, and recorded July 29, 
1985 against the same in the Off ice of the Gold Commissioner in A t l i n , 
B . C . under M .R . 179071E; 

22. B i l l of Sale dated October 12, 1983 from Connolly Holdings L t d . to R ichard 
John Watson re lat ing to placer mining leases 1687, 1702, 1703, 1745, 1782, 
1849, 1866, 1867, 1868 and 1869, among others, and recorded July 29, 1985 
against the same in the Of f ice of the Gold Commissioner in A t l i n , B . C . 
under M.R . 179071E; 

23. Agreement dated October 20, 1983 between Genie Resources L t d . and 
Sebrew Holdings L t d . , as Vendors, and 124664 Canada Inc., as Purchaser; 

24. Agreement dated October 20, 1983 between 124664 Canada Inc. and 
Sundance Gold L t d . ; 

25. Agreement dated December 12, 1983 between R ichard John Watson, as 
Assignor, and Roulet te Resources L t d . , as Assignee; 

26. Agreement dated December 12, 1983 between R ichard John Watson, 
Roulet te Resources L t d . , John Vroom and James Dennis, and Gibson Lake 
Holdings L t d . and Joh i l Developments L im i t ed ; 

27. Agreement dated December 12, 1983 between Roulet te Resources L t d . , as 
Assignor, and Joh i l Developments L imi t ed and Gibson Lake Holdings L t d . ; 

28. Agreement dated December 13, 1983 between John Vroom, as Assignor, 
and Joh i l Developments L im i t ed and Gibson Lake Holdings L t d . ; 

29. Agreement dated as of February 29, 1984 between Sebrew Holdings L t d . , as 
Assignor, and Genie Resources L td . , as Assignee; 

30. Agreement (stated) ef fect ive as of Ap r i l 2, 1984 and executed 
July , 1984 between Genie Resources L t d . , Sebrew Holdings L t d . 
and 124664 Canada L t d . including the form of agreement to be entered into 
between unitholders and Genie Resources L t d . and Sebrew Holdings L t d . 
attached thereto as Schedule " B " ; 

31. (a) Agreement dated for reference May 7, 1984 and (stated) e f fect ive 
A p r i l 1, 1984 between Charles Gordon Awde, Genie Resources L t d . 
and Sebrew Holdings L t d . ; 

(b) Agreement dated for reference , 1984 and (stated) 
e f fect ive A p r i l 1, 1984 between Sundance Gold L t d . (which we are 
advised is now Argre l Resources Ltd.) , Genie Resources L t d . and 
Sebrew Holdings L td . ; 
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(c) Agreement dated for reference August 15, 1984 and (stated) 
e f fect ive A p r i l 1, 1984 between Gibson Lake Holdings Inc., Genie 
Resources L t d . and Sebrew Holdings L td . ; 

(d) Agreement dated for reference , 1984 and 
(stated) e f fect ive A p r i l 1, 1984 between Miche l S t -H i l a i r e , Genie 
Resources L t d . and Sebrew Holdings L td . , and assignment dated 

, 1985 by Miche l S t -H i l a i r e to Soline Brien (unsigned); 

(e) Agreement dated for reference , 1984 and (stated) 
ef fect ive A p r i l 1, 1984 between A lex Overseas Corporat ion, Genie 
Resources L t d . and Sebrew Holdings L td . ; 

(f) Agreement dated for reference August 3, 1984 and (stated) e f fect ive 
Ap r i l 1, 1984 between Bissett Management L t d . , Genie Resources 
L t d . and Sebrew Holdings L t d . , and assignment dated as of May 1, 
1985 by Bissett Management L t d . to Seteco Developments L t d . and 
Naradi Investments L t d . ; 

(g) Agreement dated for reference , 1984 and (stated) 
ef fect ive Ap r i l 1, 1984 between John Vroom, Genie Resources L t d . 
and Sebrew Holdings L t d . ; 

(h) Agreement dated for reference August 2, 1984 and (stated) ef fect ive 
Ap r i l 1, 1984 between D r . Yves DuMont, Genie Resources L t d . and 
Sebrew Holdings L td . ; 

(i) Agreement dated for reference August 15, 1984 and (stated) 
ef fect ive A p r i l 1, 1984 between Pierre Lessard, Genie Resources L t d . 
and Sebrew Holdings L td . ; 

(j) Agreement dated for reference August 15, 1984 and (stated) 
ef fect ive Ap r i l 1, 1984 between Itag Trading <5c Investment Inc., 
Genie Resources L t d . and Sebrew Holdings L td . ; 

32. Agreement dated as of Ap r i l 2, 1984 between Genie Resources L t d . and 
Sebrew Holdings L td . ; 

33. Agreement dated June 22, 1984 between Roulette Resources L t d . , as 
Assignor, and Joh i l Developments L im i t ed and Gibson Lake Holdings L t d . , 
as Assignees; 

34. Agreement dated June 29, 1985 between Sebrew Holdings L td . , as Assignor, 
and Melanie R. Stevens, as Assignee; 

35. Agreement dated Apr i l 30, 1986 between Gibson Lake Holdings Inc. and 
Johi l Developments L im i t ed , as Vendors, and Hans G . Ruschke, as 
Purchaser, stated to be ef fect ive A p r i l 23, 1987 by letter dated A p r i l 23, 
1987 from Johi l Developments L imi ted and Gibson Lake Holdings Inc. to 
Genie Resources L t d . , Sebrew Holdings L t d . and Mr . K . A . O'Connor; 
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36. (a) Assignment dated Ap r i l 23, 1987 between Gibson Lake Holdings Inc. 
and Joh i l Developments L im i t ed , as Assignors, and Hans G . Ruschke, 
as Assignee, re lat ing to P .L . 1697; 

(b) Assignment dated A p r i l 23, 1987 between Gibson Lake Holdings Inc. 
and Joh i l Developments L im i t ed , as Assignors, and Hans G . Ruschke, 
as Assignee, re lat ing to the Dan Leases; 

37. (a) Assignment dated A p r i l 24, 1987 between Hans G . Ruschke, as 
Assignor, and L S H Investments L t d . , as Assignee, relat ing to 
P .L . 1697; 

(b) Assignment dated A p r i l 24, 1987 between Hans G . Ruschke, as 
Assignor, and L S H Investments L td . , as Assignee, re lat ing to the Dan 
Leases; 

38. Not ice dated June 11, 1987 by Eystar Holdings L t d . to Mis t ra l Resources 
L t d . of Assignment dated August 5, 1983 by Cypress Consult ing Services 
Inc. to Eystar Holdings L t d . ; 

B. Documents Re lat ing 
to Advance by 666030 Ontario L im i t ed 

39. Le t te r dated Ap r i l 25, 1986 from M r . Kenneth A . O'Connor to M r . Ly le S. 
Hal lman agreed to and accepted by M r . Hal lman May 5, 1986; 

40. Agreement dated as of June 11, 1986, as amended as of October 30, 1986, 
between Genie Resources L t d . , 666030 Ontario L im i t ed and 307784 B . C . 
L t d . (amendment unsigned); 

41. (a) B i l l of Sale from Sebrew Holdings L t d . to Genie Resources L t d . dated 
June 3, 1986 recorded in the Off ice of the Gold Commissioner in 
A t l i n , B . C . June 12, 1986 under M.R . 196275E; 

(b) B i l l of Sale from Genie Resources L t d . to 666030 Ontario L im i t ed 
dated May 30, 1986 and recorded June 12, 1986 in the Of f ice of the 
Gold Commissioner in A t l i n , B . C . under M.R. 196276E; 

(c) Form of B i l l of Sale (unsigned) from 666030 Ontario L im i t ed to Genie 
Resources L t d . ; 

42. Debenture dated for reference June 11, 1986 in the face amount of 
$2,000,000 from Genie Resources L t d . to 666030 Ontario L im i t ed and 
recorded June 12, 1986 against the A t l i n Property in the Of f ice of the Gold 
Commissioner in A t l i n , B . C . under M.R . 196279E; and including the 
Instrument of Del ivery of even date relat ing thereto; 
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43. Agreement dated as of June 11, 1986 between Genie Resources L t d . and 
307784 B . C . L t d . ; 

44. Debenture dated for reference June 11, 1986 in the face amount of 
$2f000f0Q0 from 307784 B . C . L t d . to 666030 Ontario L im i t ed and including 
the Instrument of Del ivery of even date relating thereto; 

45. Agreement made as of May 30,- 1986 between Genie Resources L t d . , 
307784 B . C . L t d . and Well ing Industries L t d . and Dominion Placers (Yukon) 
L t d . carry ing on business as a joint venture under the name A t l i n Mining; 

46. Discharge dated June 12, 1986 from Western <5c Pac i f i c Bank of Canada and 
letter dated June 4, 1986 to the Gold Commissioner and letter dated 
June 13, 1986 to the Bank of Canada from Western & Pac i f i c Bank of 
Canada and Bank of Canada conf irmation of same dated June 17, 1986; 

47. Let ters dated June 10, 1986 from Hope Heinr ich, Barristers & Sol ic i tors , to 
the Gold Commissioner regarding the release of lis pendens and builder's 
l ien and supporting documentation therefor; 

C . Documentat ion Re lat ing 
to Offer by Mis t ra l Resources L t d . 
to Acquire Shares of Genie Resources L t d . 

48. Le t te r of Intent dated March 16, 1987 from Mis t ra l Resources L t d . to 
M r . Ly le Hal lman acknowledged and accepted by Mr . Hal lman March 25, 
1987; 

49. Offer dated Ap r i l 14, 1987 by Mis t ra l Resources L t d . to the shareholders 
and unitholders of Genie Resources L t d . and letters of acceptance from the 
shareholders and unitholders accepting the same; 

50. Le t te r dated A p r i l 16, 1987 from Mist ra l Resources L t d . to Genie 
' Resources L t d . acknowledged and accepted by Genie Resources L t d . 

A p r i l , 1987; 

51. Le t ter dated June 10, 1987 from M r . Lyle Hal lman, 666030 Ontario L im i t ed 
and LSH Investments L t d . to Mis t ra l Resources L t d . acknowledged and 
agreed to by Mis t ra l Resources L t d . June , 1987; 

52. Le t t e r dated June 10, 1987 from M r . Ly le Hal lman, 666030 Ontario L im i t ed 
and LSH Investments L t d . to Genie Resources L t d . acknowledged and 
agreed to by Genie Resources L t d . June , 1987; 

*53. Le t te r dated October 20, 1987 from Genie Resources L t d . to Mis t ra l 
Resources L td . ; 
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54. F i l ing Statement of M is t ra l Resources L t d . under i ts proposed new name, 
Sun Stone Resources L t d . , dated August 21, 1987 and submitted to the 
Vancouver Stock Exchange; 

55. Le t ter to Mis t ra l Resources L t d . dated August 19, 1987 from M r . Ly le 
Hal lman, 666030 Ontar io L im i t ed and LSH Investments L t d . acknowledging 
obligations as contained in F i l i ng Statement; 

56. Let ter to M i s t ra l Resources L t d . dated August 11, 1987 from M r . Kenneth 
O'Connor and Genie Resources L t d . acknowledging obligations as contained 
in F i l ing Statement; 

57. (a) Le t te r dated May 12, 1987 from Mist ra l Resources L t d . to A t l i n 
Mining acknowledged and agreed to by A t l i n Mining May 21, 1987; 

(b) Draf t sett lement agreement dated as of May 21, 1987 between A t l i n 
Mining, Genie Resources L td . , 307784 B . C . L t d . and Mis t ra l 
Resources L t d . which we are advised has been signed by a l l parties; 

(c) Approval dated August 7, 1987 of draft sett lement agreement by 
Mr . Ly le Ha l lman , 666030 Ontario L imi ted and L S H Investments L t d ; 

58. (a) Le t te r dated May 12, 1987 from Mistra l Resources L t d . to Dominion 
Placers (Yukon) L t d . acknowledged and agreed to by Dominion 
Placers (Yukon) L t d . May 20, 1987; 

(b) Draf t sett lement agreement dated as of May 20, 1987 between 
Dominion Placers (Yukon) L td . , Genie Resources L t d . , 307784 B . C . 
L t d . and Mis t ra l Resources L t d . which we are advised has been 
signed by a l l part ies; 

(c) Approval dated August 7, 1987 of draft sett lement agreement by 
Mr . Ly le Ha l lman, 666030 Ontario L imi ted and L S H Investments L td . ; 

59. Sett lement Agreement between dated as of June 16, 1987 between 
Rutherford Day, Lucy Day, Gordon Mclntyre , G . & D . Mining L t d . , Genie 
Resources L t d . , Kenneth A lbe r t O'Connor and Mis t ra l Resources L td . ; 

60. Letters of Acceptance of Sett lement Offer relat ing to repayment in gold 
from unitholders accept ing the same; 

61. Form of debenture dated , 1987 in the face amount 
of $3,000,000 from Genie Resources L t d . to LSH Investments L td . ; 

In addit ion, we have reviewed the report on the A t l i n Property dated Apr i l 14, 1986, as 
amended October 5, 1986 and the update report dated October 30, 1987 by 
W.G. Hainsworth, P. Eng . 

We have reviewed the Form l 's with respect to each lease as at November 3, 1987. 
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We have also conducted a search of Genie Resources L t d . in the Supreme Cour t of 
Br i t i sh Co lumbia , Vancouver Reg is t ry , on May 22, 19S7 and October 29, 19S7. While 
l i t igat ion af fect ing the A t l i n Property may be and, in fact , has been commenced in 
other registries or courts, in the interest of pract ica l i ty and with your approval we 
have not conducted other court searches. 

The history of ownership of and c la ims against the A t l i n Property is long and complex. 
Discussion of the Drain Leases and the Dan Leases is in i t ia l ly separated for ease of the 
reader as Genie Resources L t d . acquired the Drain Leases and the Dan Leases through 
dist inct ly dif ferent chains of t i t l e and there are royalties applicable exclusively to 
each. A f t e r a review of these matters , we review the effect on the A t l i n Property of 
the advance by 666030 Ontario L im i t ed to Genie Resources L t d . We then set out the 
other existing charges on the A t l i n Property. Thereafter we describe certa in other 
l iabi l i t ies of Genie Resources L t d . and l i t igat ion commenced against Mis t ra l Resources 
L t d . which are not -registered at this t ime as charges against the A t l i n Property, but 
which may be registered as charges against the A t l i n Property in the future. Based on 
the foregoing, we then summarize the exist ing state of t i t le to the A t l i n Property. 

We then describe the arrangements which have been made by Mis t ra l Resources L t d . 
with creditors of Genie Resources L t d . to settle their c laims and with 
LSH Investments L t d . to borrow funds in connection with the proposed acquisit ion by 
Mis t ra l Resources L t d . of the shares of Genie Resources L t d . The acquisit ion and 
arrangements are a l l subject to regulatory approval and are disclosed in the F i l ing 
Statement dated and submitted to the Vancouver Stock Exchange August 21, 1987 as 
at such date. Based on complet ion of the foregoing transactions and certain 
subsequent arrangements and events of which we are aware the proposed state of t i t l e 
to the A t l i n Property is then described. 

In this report we w i l l refer to royalty interests held by various part ies. Each royalty is 
to be paid and calculated in accordance with the specif ic terms relat ing thereto in the 
part icular agreement in which the royalty is granted. A description of these specif ic 
terms is beyond the scope of this report. Reference should be made to the relevant 
agreements for part iculars of these terms. 

In the following report: 

(a) "Acqu is i t i on " means the acquisit ion by Mistra l 
completion of transactions disclosed in the 
described in Parts VII and VIII hereof; 

of the shares of Genie and 
F i l ing Statement and as 

(b) "Genie " means Genie Resources L td . ; 

(c) "Island Cash " means Island Cash Buyers L td . ; 

(d) " L S H " means L S H Investments L td . ; 

(e) " M i s t r a l " means Mis t ra l Resources L td . ; 

(f) "666030" means 666030 Ontario L imi t ed ; and 
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(g) "Sebrew" means Sebrew Holdings L t d . . 

Other terms are defined throughout the body of the report. 

A l l shares of M is t ra l described herein are on the proposed 5 to 1 post consolidated 
basis unless expressly noted otherwise. 

Based on our review as aforesaid, we report as follows: 

I. Drain Leases 

a . Acquis i t ion by Genie 
and Exist ing Royal t ies 
Re lat ing only to Dra in Leases 

The Dra in Leases (together with certa in related assets) were acquired by Genie 
pursuant to an agreement (the "Dra in Lease Sale Agreement") dated 
September 6, 1983 entered into by Genie with Rutherford Day, Lucy Day, 
Gordon Mclntyre and G . & D . Mining L t d . (the "Vendors") whereunder Genie 
agreed to pay a purchase price of $3,000,000 plus two minimum advance royalty 
payments of $125,000 each, subject to a 10% gross overriding royalty unti l the 
Vendors received the royalty payments. The f irst payment of $125,000 was paid 
to the Vendors and the f inal payment of $125,000 remains due and owing. The 
Vendors inst i tuted a proceeding in the Supreme Court of Br i t i sh Co lumbia with 
respect to the outstanding payment. Arrangements have been made to settle 
the same which are more fully described below; however unti l the sett lement is 
ef fected, the said royal ty remains in ef fect. 

In addition, the Dra in Lease 1697 is presently subject to: 

(i) a 1.875% gross overriding royalty in favour of Island Cash; and 

(ii) a 1.875% gross overriding royalty in favour of L S H . 

b. History of T i t l e 

We note that a l l of the Dra in Leases were originally in the name of Rutherford 
or Lucy Day except P M L 1697. The original lessee of P M L 1697 was A l l an V . 
Mattson. Pursuant to an agreement dated August 31, 1973, David Minerals L t d . 
(N.P.L.) ("David Minerals" ) rec i t ing that i t was the benef ic ial owner of 
P M L 1697, granted Lucy Day an option to purchase the lease. (We have not seen 
any documentation of the arrangement wherein the benef ic ial interest of David 
Minerals is established.) On September , 1973, David Minerals and Lucy 
Day entered into an agreement with John Kenneth Campbel l wherein 
M r . Campbel l is appointed as escrow agent to hold t i t le to the lease in escrow 
during the term of the option. On September 10, 1973, a B i l l of Sale was 
registered transferring a 100% interest in P M L 1697 to M r . Campbe l l . There is 
no recorded transfer P M L 1697 to Lucy Day, however, by October 8, 1982, the 
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purchase price under the option had been paid. (This is stated by David 
Minerals to R i chard John Watson in their agreement of such date described 
below.) 

We are not aware of the manner in which Gordon Mclntyre and G . 6c D . Mining 
L t d . acquired their interests in the Drain Leases nor of the arrangements among 
the Dra in Lease Vendors. 

As mentioned above, Genie acquired i ts interest in the Drain Leases pursuant to 
the Drain Lease Sale Agreement dated September 6, 1983 and described above. 
(This agreement disclosed a lawsuit relat ing to P M L 1697; this lawsuit was 
dismissed by consent order f i led October 23, 1984.) On October 19, 1983 a B i l l 
of Sale was recorded transferr ing a 100% interest in each of the Dra in Leases, 
including P M L 1697 to Genie . 

By agreement dated October 20, 1983 between Genie and Sebrew, as Vendors, 
and 12466.4 Canada Inc. ("124664"), as Purchaser, Genie agreed to sel l to 124664 
a 50% undivided interest in the Drain Leases (and Sebrew agreed to sel l to 
124664 a 50% undivided interest in the Dan Leases.) By agreement dated 
October 20, 1983, 124664 agreed to sell a l l of its interest in the aforesaid 
agreement to Sundance Gold L t d . , subject to regulatory approval on or before 
March 31, 1984, fa i l ing which this agreement would be nul l and vo id . We 
presume regulatory approval was not obtained. 

124664 was unable to complete payment of the purchase price under the 
October 20, 1983 agreement and by agreement ef fective as of A p r i l 2, 1984 and 
executed July , 1984, 124664 transferred and quit c la imed its rights in the 
Drain Leases to Genie . 

History of Royal t ies 

As set out above, the 10% royalty to the vendors of the Drain Leases was 
reserved in the Dra in Lease Sale Agreement. 

The royalties pertaining to P M L 1697 now held by Island Cash and L S H were 
originally reserved by David Minerals in the option agreement dated August 31, 
1973 between David Minerals and Lucy Day referred to above. The royalty 
in i t ia l ly reserved was 7.5% effective unti l September 1, 1978 or after the 
$100,000 purchase price had been paid and thereafter the royalty was reduced to 
3.75%. 

By agreement dated October 8, 1982, David Minerals transferred i ts rights to the 
3.75% royalty to R ichard John Watson. 

By agreement dated September 6, 1983, Island Cash and John Vroom acquired the 
3.75% royalty from David Minerals and M r . Watson. 

By agreement dated December 13, 1983, M r . Vroom assigned and transferred a 
1.875% royalty (on the assumption he was entit led to one-half the 3.75% royalty 
acquired by him and Island Cash) equally to Johi l Developments L im i t ed ("Johil") 
and Gibson Lake Holdings L t d . ("Gibson"). 
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By assignment dated A p r i l 23, 19S7, Johi l and Gibson assigned their 
1.875% royalty to M r . Hans Ruschke. 

By assignment dated A p r i l 24, 1987, Mr . Ruschke assigned the said 
1.875% royalty to L S H . 

In each case, the transferor's rights under the underlying option agreement were 
transferred to the transferee which agreement provides that in the event royalty 
payments are not made when due the said lease is promptly to be surrendered to the 
holder of the rights. 

Please also note that the Dra in Leases are presently also subject to certa in 
encumbrances and, upon the Acqu is i t i on , w i l l be subject to certain encumbrances to 
which the Dan Leases are and w i l l be subject. These are discussed below. 

II. Dan Leases 

a . Acquis i t ion by Genie 
and Exist ing Royal t ies 
Re lat ing Only to Dan Leases 

Genie acquired the Dan Leases from Sebrew pursuant to agreements dated as of 
February 29, 1984 and as of A p r i l 2, 1984 pursuant to which Genie assumed 
certa in obligations to unitholders as further described below. 

The Dan Leases are burdened by gross overriding royalties tota l l ing 10% of a l l 
gold and other minerals produced from the Dan Leases and held as follows: 

(i) a 2.5% gross overriding royalty is held by L S H ; 

(ii) a 5.0% gross overriding royalty is held by Melanie R. Wi l l iams; and 

(iii) a 2.5% gross overriding royalty is held by Eystar Holdings L t d . payable to 
Eystar Holdings L t d . unt i l i t has received $lf000,000 whereupon payment of 
this royalty is to be made to Melanie R. Wil l iams. 

In addition to the foregoing burdens, Genie may be obligated to process not less 
than 150,000 cubic yards of mater ia l annually from the Dan leases commencing 
in 1984 and requiring minimum royalt ies of $150,000 per year, payable to L S H 
and to Ms . Wi l l iams. 

b. History of T i t l e 

The f i rst agreement which we examined relating to t i t le to the Dan Leases was 
an unsigned agreement dated May , 1977 pursuant to which Shirley J . 
Connolly granted to Northwest P lacer Syndicate an option to purchase the 
fol lowing placer mining leases of which she was the recorded owner: 1687, 17.02, 
1703, 1745 and 1782 (the " F i r s t Group") (among others), as wel l as the fol lowing 
placer mining leases i f she were to acquire the same: 1849, 1866, 1867, 1868 and 
1869 (the "Second Group") . Documents were recorded evidencing Ms. Connolly 's 
interest in each of the aforesaid leases. On July 13, 1981, a B i l l of Sale 
transferring a 100% interest to Connolly Holdings L t d . was recorded against each 
of the leases in the F i rs t and Second Group. 
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Ms. Connolly 's interests were derived from several different sources. We have 
not examined documentation in support of her chain of t i t le except for a 
statutory declarat ion made by her and recorded May 2, 1977 under MR 109429E 
including an option granted by her late husband, Thomas O. Connol ly to 
Rutherford Day to purchase the F i r s t Group. This option states that the 
optionee, Rutherford Day, intended to stake and record other mineral c la ims in a 
prescribed area and that the same would be included in the optioned property. 
The option is recorded against the F i rs t Group; a B i l l of Sale to M r . Day is 
recorded against the Second Group except for 1S68, the original lessee of which 
is Rutherford Day. The Statutory Declarat ion states that Ms. Connolly has given 
M r . Day notice to terminate the option with respect to a l l the leases in the F i r s t 
and Second Group except 1867 which is not named. The Statutory Dec larat ion 
and/or a terminat ion of option has been recorded against the said leases. On 
February 23, 1979, an assignment of lease of a 100% interest in each of the 
leases in the Second Group to Ms . Connol ly including 1867 was recorded against 
such leases. 

By agreement dated , 1980, Matthew Phi l l ip Sherman, Orva l 
Gi l lespie and Edward A . Angus, c la iming to be the persons acceding to the 
interest of Northwest P lacer Syndicate in i ts agreement with Shirley Connolly 
assigned a l l their rights in the leases to Mi lmac Mines L t d . ( "Milmac") . We note 
that there is no consideration stated for the assignment. The copy of the 
agreement we have is unsigned and contains no schedules. The interest of 
M i lmac is not recorded against any of the F i r s t and Second Group Leases. 

On March 18, 1981 a B i l l of Sale of placer leases 4688, 4689 and 4690 (the "Third 
Group") was recorded against those leases by M i lmac . M i lmac was not the 
original lessee and we have not examined any documentation re lat ing to the 
acquisit ion of i ts interest . 

By agreement dated as of May 1, 1981, Richard John Watson and Kenneth 
O'Connor acquired Mi lmac 's interest in the Dan Leases. A B i l l of Sale to each of 
Mr . Watson and M r . O'Connor for 50% was recorded July 29, 1985 against each 
lease in the F i r s t and Second Group (presumably upon completion of the option 
payments to Shirley Connolly) and October 15, 1982 against each lease in the 
Third Group. 

Pursuant to an agreement (the "Cypress Agreement") dated as of May 3, 1982 
(also dated June 20, 1982) M r . Watson and Mr . O'Connor sold their interests in 
the Dan Leases (among others) to Cypress Consulting Services Inc. ("Cypress"). 
The purchase price was to be paid in instalments (which included option 
payments to Ms. Connol ly ) . By assignment dated March 28, 1983, Cypress 
reci ted that i t was unable to make the required payments pursuant to the 
Cypress Agreement and assigned its interest in the Cypress Agreement to 
Sebrew. 

By agreement dated as of March 28, 1983, M r . O'Connor assigned to Sebrew his 
interest i n : 

..14/ 



(i) the agreement dated May , 1977 between Shirley J . Connol ly , as 
Optionor, and Northwest P lacer Syndicate, as Optionee; 

(ii) the agreement dated May 1, 1981 between Mi lmac Mines L t d . , as Vendor, 
and R ichard John Watson and Kenneth Albert O'Connor, as Purchaser; and 

(iii) the agreement dated as of May 3, 1982 between R ichard John Watson and 
Kenneth A lber t O'Connor and Cypress Consulting Services Inc. 

and Sebrew agreed to perform M r . O'Connor's obligations thereunder. A B i l l of 
Sale of a 50% interest from M r . O'Connor to Sebrew was recorded against each 
Dan Lease in the F i r s t and Second Groups on July 29, 1985 and against each Dan 
Lease in the Third Group on A p r i l 18, 1984. 

On June 12, 1986 a B i l l of Sale of a 50% interest from R ichard J . Watson to 
Sebrew was recorded against each Dan Lease. We are not aware of the 
part iculars of the arrangements between M r . Watson and Sebrew and have not 
examined any documentation in this regard. Presumably, notwithstanding the 
date of registrat ion, this B i l l of Sale was given pursuant to the assignment by 
Cypress of its rights to Sebrew. 

In a let ter agreement dated July 19, 1983 between Sebrew and Sundance Gold 
L t d . ("Sundance") the parties express their intent that Sundance purchase 50% of 
the Dan Leases. It does not appear that this intent was ever e f fected. 

By agreement dated October 20, 1983, Sebrew agreed to sel l to 124664 a 50% 
undivided interest in the Dan Leases (and Genie agreed to sel l to 124664 a 50% 
undivided interest in the Dra in Leases; see discussion above). By agreement 
dated October 20, 1983, 124664 agreed to sel l a l l of i ts interest in the aforesaid 
agreement to Sundance Gold L t d . , subject to regulatory approval on or before 
March 31, 1984, fa i l ing which this agreement would be nul l and vo id . We 
presume regulatory approval was not obtained. 

By agreement dated as of February 29, 1984, Sebrew assigned 50% of i ts interest 
(i.e. 25% interest in the Dan Leases) to Genie. 

By agreement (stated) e f fect ive as of Apr i l 2, 1984 and executed Ju ly , 
1984, 124664 transferred and quitclaimed its interest in the Dan Leases (i.e. 
50% interest in the Dan Leases) in consideration for Genie assuming obligations 
to the unitholders described therein. 

By agreement dated as of A p r i l 2, 1984, Sebrew transferred and quitc la imed its 
interest in the Dan Leases (i.e. the remaining 25% interest) except for i ts 
interest in the underlying burdens which underlying burdens are therein 
acknowledged to be gross overriding royalties not exceeding 10%, an obligation 
to process 150,000 yards of mater ia l annually and minimum royalt ies of $150,000 
per annum. 

A B i l l of Sale of a 100% interest from Sebrew to Genie was recorded against 
each of the Dan Leases on June 12, 1986. 
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c. History of Royal t ies 

Ms . Connolly was ent i t led to receive a 10% royalty pursuant to the option 
granted by her to Northwest P lacer Syndicate for so long as the option was in 
ef fect . As i t appears the purchase price thereunder was ful ly paid this royalty is 
no longer in ef fect . 

Pursuant to the Cypress Agreement dated May 3, 1982 (also dated June 20, 
1982), M r . Watson and M r . O'Connor reserved a 10% royal ty . Pursuant to this 
agreement Cypress was obligated to put the property into commerc ia l production 
by August 1, 1983 (subsequently extended to August 1, 1984 by let ter dated 
July 25, 1983 from M r . Watson to Sebrew) and to mine and process a minimum of 
150,000 cubic yards of gravel annually commencing in 1984. M r . Watson and 
M r . O'Connor were ent i t led to a minimum annual royalty of $150,000 in the 
event Cypress fai led to process the required yardage of gravel and their royalty 
was less than $150,000. 

As mentioned above, by assignment dated March 28, 1983, Cypress assigned i ts 
interest in the Cypress Agreement to Sebrew but Sebrew did not speci f ica l ly 
agree to assume the obligations of Cypress under the Cypress Agreement. 
Nevertheless, by conduct, Sebrew appears to have done so. 

Pursuant to an agreement dated for reference June 20, 1982, M r . Watson and 
M r . O'Connor sold and assigned to Eystar Holdings L t d . ("Eystar") 50% of the 
10% royalty reserved to them provided that in the event Cypress fai led to 
process the required yardage and i f the portion of the royalty which would be 
received by M r . Watson and M r . O'Connor would be less than $150,000 then they 
would be ent i t led to receive Eystar 's portion to the extent required for 
M r . Watson and M r . O'Connor to receive $150,000, 

Cypress, Eystar and Sebrew entered into an agreement dated as of August 5, 
1983. Pursuant to this agreement and an assignment of the same date, Eystar 
assigned to Sebrew a l l of its interest in the June 20, 1982 agreement thereby 
entit l ing Sebrew to receive Eystar 's 5% royalty. By the same agreement Cypress 
(once again) transferred its interest in the Dan Leases to Sebrew but, in this 
agreement, reserved to i tsel f a 2.5% gross overriding royalty on the Dan Leases 
unti l Cypress received $1,000,000. By assignment dated August 5, 1983, (notice 
of which was given by Eystar to Mis t ra l dated June 11, 1987), Cypress assigned 
this 2.5% royalty to Eys tar . 

By agreement made as of March 28, 1983, Mr . O'Connor assigned his 2.5% 
royalty interest to Sebrew. 

Thus Sebrew became ent i t led to a 2.5% royalty interest (received from 
Mr . O'Connor) and a 5% royalty interest received from Eystar , the latter 
accepted as being subject to 2.5% royalty interest to Eystar (as assignee of 
Cypress). (While the August 5, 1983 agreement provides for the creat ion of the 
Cypress royalty by reservation upon the transfer by Cypress, subsequent 
documentation considers the same as i f i t were an assignment of a portion of the 
royalty acquired by Sebrew from Eystar . In this report, we therefore treat the 
royalty acquired by Sebrew as subject to reduction unti l the $1,000,000 is paid.) 
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Sebrew's royalty interests were assigned to Melanie R. Stevens (now Melanie R. 
Williams) by assignment dated June 29, 1985. 

By agreement dated August 22, 1983, M r . Watson agreed to se l l to John Vroom 
his 2.5% royalty interest , among other things. This agreement was terminated 
by agreement dated December 12, 1983 between M r . Watson, Roulette Resources 
L t d . ("Roulette"), M r . Vroom and M r . James Dennis, Gibson and J o h i l . This 
lat ter agreement recites that M r . Watson has assigned his interest in the royalty, 
with the consent of M r . Vroom, to Roulet te (effected by an agreement dated 
December 12, 1983). In this agreement, Roulette agrees to sel l the 2.5% royalty 
equally to Gibson and J o h i l . The royalty is assigned to Gibson and Joh i l as to 
one-half by agreement made December 12, 1983 and one-half by agreement 
made June 22, 1984. 

By agreement dated A p r i l 30, 1986 stated by let ter to be ef fect ive A p r i l 23, 
1987, Gibson and Johi l agreed to sell their royalty interest to M r . Hans Ruschke. 
By assignment made A p r i l 23, 1987, Gibson and Johi l assigned the said royalty to 
M r . Ruschke. 

By assignment made A p r i l 24, 1987 M r . Ruschke assigned the said royalty to 
L S H . 

Please note that the Dan Leases are presently also subject to cer ta in encumbrances 
and, upon the Acqu is i t i on , w i l l be subject to cer ta in encumbrances to which the Drain 
Leases are and w i l l be subject. These are discussed below. 

in. Advance to Genie by 666030 Ontario Limited 

By agreement (the "Earning Option Agreement") made as of June 11, 1986, as amended 
as of October 1, 1986 between Genie, 666030 and 307784 B . C . L t d . ("307784"), Genie 
sold 5700 troy ounces of fine gold to 666030 for $2,000,000 and 666030 was ent i t led to 
have at least 40% of the production from the A t l i n Property applied to payment of the 
same. Pursuant to the Earning Option Agreement, 666030 was granted the right to 
earn a 50% undivided interest in the A t l i n Property by advancing an additional 
$2,000,000. 666030 agreed not to exercise its right of acquisit ion while Mis t ra l was 
seeking regulatory approval . We are not aware of any arrangements made by 666030 
to extend the option period. In absence of such arrangements, i t appears that this 
option has expired. 

Pursuant to the Earning Option Agreement, Genie was to execute a Mining Deed of 
Conveyance and 666030 was to execute a Quit C l a im Deed. Both deeds were to be 
deposited with S ikula , Werbes <5c Brown, as escrow agent. The escrow agent was to 
register the Mining Deed in order to provide notice to third parties of the interest of 
666030 under the Earning Option Agreement, provided that i f the purchase option was 
terminated, Genie would be ent i t led to instruct the escrow agent to register the Quit 
C la im Deed. Bi l l s of Sale were prepared in this regard. The B i l l of Sale from Genie to 
666030 was executed and f i led in the Of f ice of the Gold Commissioner in A t l i n , B . C . 
against the A t l i n Property. 
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Genie granted to 666030 a debenture in the face amount of $2,000,000 dated for 
reference June 11, 1986 and f i led in the Off ice of the Gold Commissioner in A t l i n , 
B . C . against each of the leases on June 12, 1986. The debenture granted by Genie 
contains a f ixed charge against the A t l i n Property and structures, f ixtures, machinery 
and equipment as wel l as a f loat ing charge. 

307784 also granted to 666030 a debenture in the face amount of $2,000,000 dated for 
reference June 11, 1986. The debenture granted by 307784 contains a f loat ing charge. 

In connection with Genie's arrangements with 666030, Genie and 307784 entered into 
an agreement with Well ing Industries L t d . and Dominion Placers (Yukon) L t d . carry ing 
on business as a joint venture under the name A t l i n Mining ( "At l in Mining") made as of 
May 30, 1986 wherein A t l i n was retained for the 1986 mining season with the right to 
continue to be retained through the 1990 mining season. Arrangements were made to 
settle previous debts and to discontinue an action which had been brought by A t l i n 
Mining . 

A lso in connection wi th these arrangements encumbrances f i led against the A t l i n 
Property by the Western <3c Pac i f i c Bank of Canada were discharged. 

IV. Other Existing Charges on the Atlin Property 

A review of the Fo rm l 's with respect to the A t l i n Property discloses the fol lowing 
additional outstanding charges: 

1. a builder's l ien in the amount of $365,712 in favour of A t l i n Mining f i led 
November 13, 1986; 

2. a builder's l ien in the amount of $184,365.21 in favour of Dominion Placers 
(Yukon) L t d . ("Dominion Placers") f i led November 27, 1986; and 

3. a cer t i f i ca te of judgment in favour of Seteco Developments L t d . and Naradi 
Investments L t d . f i led on September 17, 1987 and September 21, 1987 against a l l 
of the Leases compris ing the A t l i n Property except 1703 and 1867 in respect of a 
consent judgment in the aggregate amount of $426,006.22 plus costs. 

A debenture in the face amount of $3,000,000 from Genie to L S H was prepared 
containing a f ixed charge on the A t l i n Property. As at November 3, 1987 the same had 
not been registered against the A t l i n Property in the Of f ice of the Gold Commissioner 
in A t l i n . We presume that registrat ion has since or wi l l be ef fected in this regard. 

We have been advised by M r . Gary Brown of Hope Heinr ich, .so l ic i tors for A t l i n Mining 
and Dominion Placers , that actions were commenced on November 12, 1987 by A t l i n 
Mining and Dominion Placers against Genie and 307784 in respect of the builder's l ien 
claims described above and that a L i s Pendens has been f i led by each of A t l i n Mining 
and Dominion Placers against the A t l i n Property. M r . Brown has advised that these 
actions were commenced in order to preserve the builder's lien c la ims as required by 
applicable legislat ion and that under such legislation, the c la imants have one year 
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before a writ must be served. M r . Brown advised us that his c l ients do not intend to 
serve the defendants or otherwise proceed in these actions unless the sett lement 
arrangements are not completed within the requisite t ime period. 

You have advised us that you have been informed that Exco Earthmovers L t d . has f i led 
a l ien against the A t l i n Property . We are not aware of any part iculars relat ing 
thereto. 

V. Other Liabilities 

Liab i l i t i es of Genie 

We point out that Genie has other l iabi l i t ies which have not been registered against 
the A t l i n Property , the most signif icant of which are its l iabi l i t ies to unitholders. 
These l iab i l i t ies arose as fol lows: 

By an agreement dated October 20, 1983, between Genie, Sebrew and 124664, 
124664 acquired a right to purchase an undivided 50% interest in the A t l i n 
Property . If 124664 defaulted in payments owing under that agreement, Genie 
and Sebrew had the right to repurchase the interest of 124664 provided that they 
assumed the obligations of 124664 to i ts investors (the "Unitholders" ) . 

124664 did in fact default in its payments and in an agreement stated ef fect ive 
A p r i l 2, 1984, between Genie , Sebrew and 124664, 124664 transferred its interest 
in the A t l i n Property to Genie, and Genie agreed to assume the obligations of 
124664 to the unitholders. 

In an agreement dated as of A p r i l 2, 1984, Sebrew assigned a l l i ts interest in the 
A t l i n Property to Genie , and Genie agreed to assume Sebrew's obligations to the 
unitholders aris ing out of the repurchase provisions in the October 20, 1983 
agreement between Genie , Sebrew and 124664. 

Thus Genie assumed the obligations of 124664 to repay sums advanced by the 
unitholders in the aggregate amount of $1,100,000 plus accrued interest in cash or kind 
(200 ounces of raw gold per $50,000 unit) at the option of the unitholders on or before 
November 1, 1985. To date, Genie has paid $15,000 to one unitholder and is l iable to 
pay the $1,085,000 balance plus interest . Two unitholders have reduced their c laims to 
judgments. Seteco Developments L t d . and Naradi Investments L t d . have obtained the 
consent judgment described above in the amount of $426,006.22 (plus costs) which has 
been registered against the A t l i n Property. Soline 3rien has obtained two judgments in 
the aggregate amount of $53,750 (plus costs) which, as at November 3, 1987, had not 
been registered against the A t l i n Property. Two other unitholders, Gibson and Johi l 
had commenced proceedings in respect of the four units held by them; this proceeding 
has been discontinued. 

These and other l iab i l i t i es of Genie are described in Part VII of this report wherein we 
describe arrangements which Mis t ra l has made or proposed to creditors. Reference is 
made to the descriptions therein set for th. 
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Other L i t i ga t ion 

Edgeworth Construct ion L t d . ("Edgeworth") and Dominion Placers each commenced 
proceedings against M is t ra l on November 4, 1987. The action by Edgeworth is in 
respect of $20,000 c la imed to be due and owing to Edgeworth pursuant to an 
agreement dated July 20, 1987 for the sale by Edgeworth to Mis t ra l of a Volvo power 
unit generator and a Fruehof f t ra i l e r . The act ion by Dominion Placers is in respect of 
$35,000 c la imed to be due and owing to Dominion Placers pursuant to an ora l 
agreement which Dominion Placers c la ims was made for the rental of a t rommel for 
$8,750 per month. We have received copies of the documentation in this matter from 
Hope He inr ich , counsel to the c la imants . To our knowledge, Mis t ra l has not yet been 
served. 

There is a possibil ity that notices of l is pendens have been or w i l l be registered against 
the A t l i n Property in this regard subsequent to November 3, 1987. 

Mineral C la ims 

You have advised us that while checking the maps and surveys, you discovered that the 
A t l i n Property is overstaked by mineral c la ims. You have advised us that this 
situation is acceptable to you. 

VI, Summary of Existing Title and Royalties 

Based upon the foregoing and without taking into account the agreements made 
relat ing to the Acqu is i t i on , we summarize the status of the A t l i n Property as fol lows: 

Genie holds a 100% benef ic ia l interest in and to the 21 leases comprising the A t l i n 
Property which are subject to the fol lowing royalties and encumbrances: 

1. The Dra in Leases are subject to a 10% gross overriding royalty in favour of 
Rutherford Day, Lucy Day, Gordon Mclntyre and G & D Mining L t d . , the vendors 
of such leases, unt i l they receive the f inal $125,000 minimum advance royalty 
payment due and owing to them; 

2. Drain Lease 1697 is subject to: 

(a) a 1.875% gross overriding royalty in favour of Island Cash; and 

(b) a 1.875% gross overriding royalty in favour of L S H ; 

3. The Dan Leases are subject to: 

(a) a 2.5% gross overriding royalty in favour of L S H . ; 

(b) a 5.0% gross overriding royalty in favour of Melanie R. Wi l l iams; 
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(c) a 2.5% gross overriding royalty in favour of Eystar Holdings L t d . , payable 
to Eystar unt i l i t has received $1,000,000 whereupon payment of this 
royalty is to be made to Ms. Wil l iams; 

4. The A t l i n Property as a whole is subject to: 

(a) Genie may be bound by an obligation to process not less than 150,000 cubic 
yards of mater ia l annually from the Dan Leases commencing in 1984 and 
requiring minimum royalt ies of up to $150,000 per year to the holders of 
royalt ies described in 3 above other than Eystar; 

(b) A royalty to 666030 of at least 40% of production from the A t l i n Property 
unt i l the 5700 troy ounces of fine gold to be delivered to 666030 under the 
Earning Opt ion Agreement are so del ivered; 

(c) A debenture dated for reference the 11th day of June, 1986 in the face 
amount of $2,000,000 in favour of 666030 given by Genie; 

(d) A debenture dated for reference the 11th day of June, 1986 in the face 
amount of $2,000,000 in favour of 666030 given by 307784; 

(e) A builder's l ien in the amount of $365,712 registered in favour of A t l i n 
Mining and a lis pendens in respect of the action commenced by A t l i n 
Mining to enforce the same; 

(f) A builder's l ien in the amount of $184,365.21 registered in favour of 
Dominion Placers and a lis pendens in respect of the act ion commenced by 
Dominion Placers to enforce the same; 

(g) A consent judgment in the amount of $426,006.22 plus costs in favour of 
Seteco Devlopments L t d . and Naradi Investments L t d . (Note that this does 
not appear to be registered against P M L 1867 and P M L 1703.); and 

(h) A builder's l ien registered in favour of Exco Earthmovers L t d . (as per your 
advice; part iculars unknown). 

We presume that a debenture in the face amount of $3,000,000 w i l l be given by Genie 
to L S H and w i l l be registered against the A t l i n Property. 

In addition unless arrangements are made with M r . Gordon Awde in respect of the f ive 
units held by him and Sikula , Werbes & Brown with respect to their legal fees, there is 
a risk that legal proceedings may be commenced reulting in charges on the A t l i n 
Property. The actions by Edgeworth and Dominion Placers against M is t ra l may also 
result in charges on the A t l i n Property. We understand that there are expenses which 
have been incurred by Mis t ra l which relate to the A t l i n Property which have not yet 
been paid and which, i f they remain unpaid, may result in charges on the A t l i n 
Property . There may also be outstanding accounts of Genie which relate to the A t l i n 
Property of which we are not aware which may result in charges on the A t l i n Property . 
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VII. Acquisition by Mistral of Genie and Related Arrangements 

Mist ra l made an offer (the "Offer") by let ter dated Ap r i l 14, 1987 to the shareholders 
of Genie to acquire the shares of Genie in exchange for the shares of M is t ra l subject 
to the terms and conditions set forth in the Offer and regulatory approval of the same. 
Holders of substantially a l l of the shares of Genie have accepted the Offer and Mis t ra l 
intends to exercise i ts rights under the Company A c t (B.C.) to acquire the shares of 
the shareholders who have not accepted the Of fer . 

Pr ior to making the Of fer , M is t ra l made arrangements with M r . Ly le Hal lman to 
borrow the funds required to enable Mis t ra l to carry out the terms of the Of fer . 

In order to take advantage of the 1987 mining season, by letter dated June 10, 1987, 
M r . Ha l lman, on behalf of himself , 666030 and L S H requested Mis t ra l to commence 
and proceed with operations at the A t l i n Property and agreed that in the event the 
required approvals could not be obtained, Mistral 's obligations to repay funds borrowed 
and expended in connection wi th the A t l i n Property would be forgiven and Mis t ra l 
would be considered to have been act ing as their agent and on their behalf . By let ter 
dated October 20, 1987 Genie conf irmed its approval of the actions taken by Mis t ra l in 
this regard. 

By letter dated June 10, 1987 Genie agreed with M r . Ha l lman, 666030 and L S H that in 
the event the required regulatory approvals could not be obtained, the funds expended 
by 666030 and L S H would be repaid from production prior to any other payments or 
that subject to their e lect ion, the amount advanced would become a charge on the 
A t l i n Property in pr ior i ty to any other charges secured by a debenture. Given the 
exist ing royalt ies and other encumbrances on the A t l i n Property, we question Genie's 
abi l i ty to honour the aforesaid agreement as to pr ior i ty . The $3,000,000 debenture has 
presumably been granted pursuant to this let ter agreement. 

In connection with the Acquis i t ion and, in each case subject ot regulatory approval, 
Mis t ra l has made arrangements with creditors of Genie to settle cer ta in l iabi l i t ies of 
Genie as hereinafter described. 

a . C la ims of Unitholders 

The fol lowing arrangements have been made with unitholders: 

i . Holders of $200,000 in principal amount of units have accepted the Offer 
and wi l l receive ^0,000 shares of Mis t ra l subject to earnout as described in 
the Of fer . 

i i . Holders of $600t000 in principal amount of units have agreed to accept 
repayment of the pr incipal in raw gold, 200 ounces per $50,000 in pr incipal 
amount of units, as per their original agreement, for an aggregate payment 
of 2,400 ounces of raw gold. Interest on the outstanding balance of the 
units w i l l be at pr ime plus 2% per annum which w i l l accumulate and be paid 
in gold commencing January 1, 1988. Mis t ra l has agreed to set aside 10% 
of the annual production for such payment and we are advised that this has 
been done. 
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i i i . The holder of one unit , having an outstanding pr incipal balance of $35,000 

has agreed to accept 16,000 free-trading shares of M i s t ra l in ful l and f ina l 
sett lement of i ts c l a ims . 

To date, M is t ra l has not yet negotiated a settlement with M r . Gordon Awde, the 
holder of the remaining f ive units in the aggregate pr incipal amount of $250,000. 

Mist ra l is continuing i ts ef forts in this regard. 

Joh i l and Gibson are the holders referred to in (i) above. Those f irms 
commenced proceedings in the Supreme Court of Br i t i sh Co lumbia with respect 
to Genie's default in repayment. These proceedings have been discontinued. 

As noted above, one of the unitholders, Seteco Developments L t d . , which holds 
$300,000 in pr incipal amount of the units, obtained a consent judgment and, in 
connection therewith, a court order. Seteco has verbally agreed not to execute 
upon the judgment for three mining seasons to enable M is t ra l to carry out the 
terms of the sett lement accepted by i t which is described in (ii) above, provided 
regulatory approval is obtained. It is intended that formal documentation to 
ref lect the foregoing be prepared. 

Also noted above are the judgments obtained by Soline Br i en . She has accepted 
the arrangement described in (ii) above in ful l and f inal sett lement of her c la ims. 

Builder's Liens 

1. A t l i n Mining has agreed to a fu l l and f inal sett lement of a l l of i t s c la ims 
against Genie and to discharge the builder's l ien in the amount of $365,712 
f i led by i t against the A t l i n Property in consideration for $300,000 plus 
that number of common shares of Mis t ra l as may be received in respect of 
the sett lement of $100,000 of debt in accordance with the relevant policies 
of the Vancouver Stock Exchange. Mis t ra l proposes to issue 
60,606 common shares to A t l i n Mining. As noted above, A t l i n Mining has 
commenced proceedings in this matter . A t l i n Mining's so l ic i tors , Hope 
He inr ich , have agreed that in connection with the sett lement they w i l l 
del iver a Not ice of Discontinuance of said proceedings and a Release of L i s 
Pendens. A t l i n Mining c la ims that i t is owed $560,245. 

2. Dominion Placers has agreed to a ful l and f inal sett lement of a l l of i ts 
c la ims against Genie , to discharge the builder's l ien in the amount of 
$184,365.12 f i led by i t against the A t l i n Property and to transfer to Mis t ra l 
the plant (except for two Ross boxes) supplied by Dominion Placers to 
Genie in consideration for $60,000 and that number of common shares of 
Mis t ra l as may be received in respect of the sett lement of $70,000 of debt 
in accordance with the relevant policies of the Vancouver Stock Exchange. 
As part of the sett lement, the agreement dated May 30, 1986 granting 
A t l i n Mining the right to continue to work the A t l i n Property w i l l be 
terminated. Mis t ra l proposes to issue U0,000 common shares to Dominion 
P lacers . As noted above, Dominion Placers has commenced proceedings in 
this matter . Dominion Placers ' sol ic itors, Hope He inr ich , have agreed that 
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in connect ion with the settlement they w i l l del iver a Not ice of 
Discontinuance and a Release of L is Pendens. Dominion Placers c la ims 
that i t is owed $134,365.12. 

The above sett lements are being made by Mis t ra l on behalf of Genie and the 
value thereof shall const i tute a non-interest bearing loan from Mis t ra l to Genie. 

By letter dated March 16, 1987, M r . Hal lman agreed to loan up to $400,000 to 
Mis t ra l for this purpose. The terms of the settlement agreements were approved 
by M r . Ha l lman, 666030 and L S H on August 7, 1987. 

C l a i m by Vendors of Dra in Leases 

Rutherford Day, Lucy Day, Gordon Mclntyre and G . <5c D . Mining L t d . , the 
vendors of the Dra in leases, have instituted a proceeding in the Supreme Court 
of Br i t i sh Co lumbia against Genie and Kenneth O'Connor re lat ing to the f inal 
minimum advance royalty payment in the amount of $125,000 due them under 
the sale agreement which has not been paid. The sum c la imed is $161,963.67 
plus pre-judgment interest and costs. As described above, unti l the f ina l 
minimum advance royalty payment is made, the vendors are ent i t led to a 10% 
gross overriding royalty on the Drain Leases. 

The vendors have agreed to a fu l l and f inal settlement of their c laims in 
consideration of $62,500 plus 66,000 common shares of M i s t r a l . 

By letter dated March 16, 1987, M r . Hal lman agreed to loan up to $125,000 to 
Mis t ra l for this purpose. 

The sett lement is being made by Mistra l on behalf of Genie and the value thereof 
shall const i tute a non-interest bearing loan from the Company to Genie . 

L iab i l i t i es of Genie to be Forgiven 

By let ter dated A p r i l 16, 1987 from Mist ra l to Genie and accepted by Genie, i t is 
a term of the Of fer that certa in amounts owed to certa in related parties would 
be forgiven by those part ies. Subsequently, M r . O'Connor has identi f ied himself , 
Melanie Wi l l iams, Island Cash , Sebrew and Quatesi Investment and Development 
Company L t d . as parties within that relationship. As of June 30, 1987 the 
aggregate of such amounts owing to these parties is reported to be $979,397. 

In consideration of these parties forgiving the amounts owing and the transfer by 
Island Cash and Ms . Wil l iams of their royalty interests described herein, Mis t ra l 
w i l l issue and del iver 250,000 common shares of M is t ra l to M r . O'Connor (in trust 
for a l l interested parties). As at November 3, 1987, except for the aforesaid 
royalt ies, these c la ims do not constitute charges on the A t l i n Property . 
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Liab i l i t i es of Genie 
to Sol ic i tors and Audi tors 

Pursuant to the Of fer , M is t ra l has agreed, subject to regulatory approval, to 
issue one (pre-consolidated) common share of Mis t ra l for each $1.00 owed by 
Genie to i ts so l ic i tors , S ikula , Werbes 6c Brown and i ts auditors, Dunwoody and 
Company. As at June 30, 1987, Genie reported such amounts to be $7,435 and 
$33,477, respectively and the Company proposed to issue 1,487 and 
6,696 common shares to S ikula , Werbes & Brown and Dunwoody <5c Company, 
respect ively. S iku la , Werbes & Brown have recently advised us that the debt to 
them is approximately $17,000. No settlement has yet been arrived at ; 
discussions for sett lement are continuing. Dunwoody <5c Company have since 
advised Mis t ra l that the debt owing to them is $36,159.48 and on this basis 
Dunwoody & Company have agreed to accept 7,232 shares of Mistra l in 
sett lement. As at November 3, 1987, these claims do not consti tute charges on 
the A t l i n Property . These settlements w i l l be made by Mis t ra l on behalf of 
Genie and the value thereof shall constitute a non-interest bearing loan from 
Mis t ra l to Genie . 

L iab i l i t y to 666030 and Loan to Mis t ra l by LSH 

As described above, 666030 has a right to a 40% royalty as security for payment 
of the 5,700 troy ounces of refined gold purchased by i t under the Earning Option 
Agreement. 666030 also holds a debenture on the A t l i n Property given by Genie 
in respect of the $2,000,000 advanced by i t for the said purchase. As mentioned 
above, 666030 also holds a debenture in l ike amount given by 307784. 

Mis t ra l has agreed to assume Genie's obligation to repay the pr incipal amount of 
$2,000,000 by del ivery of 5,700 troy ounces of refined gold (the "Assumed 
Obligation") . A s at August 21, 1987, LSH had loaned Mis t ra l $1,570,000 of which 
approximately $1,520,000 (the "Loan") was expended on the A t l i n Property. 

L S H has agreed to convert $100,000 in advances under the Loan made by i t into 
133,333 common shares of Mis t ra l upon receipt of regulatory approval . The Loan 
and the Assumed Obl igat ion w i l l bear interest at l f t% per annum over the prime 
rate of The Roya l Bank of Canada from time to t ime and are due and payable on 
November 1, 1990, subject to mandatory prepayment by del ivery of 40% of the 
annual gold production from the A t l i n Property less amounts required to pay 
other exist ing royalt ies (except royalties to Mistral ) at an agreed value of 
$350.SZ per troy ounce of refined gold del ivered. Pr inc ipa l on the Loan (less the 
portion thereof to be converted into shares) and the Assumed Obligation are 
repayable by del ivery of 4,189.5 and 5,700 ounces of refined gold, respectively, 
to the extent the same is avai lable. In addition, a bonus of 800 troy ounces of 
refined gold is payable to L S H . 

The Loan and the Assumed Obligation w i l l be secured by a guaranty of Genie, the 
same to be secured by f loat ing charge debentures given to L S H and 666030, 
respectively, which shal l contain a fixed charge on the A t l i n Property and 
structures, machinery and equipment and which shall rank pari passu. 
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The amount of the Loan together with the amount of the Assumed Obl igat ion 
shall constitute a shareholders loan from Mis t ra l to Genie payable on the same 
terms and conditions as the Loan and Assumed Obligation to enable Mis t ra l to 
pay the same to L S H and 666030. 

In connection with the Acquis i t ion , the royalty rights contained in the Earning 
Option Agreement and the Debenture granted by Genie w i l l be amended in 
accordance with the agreements of the parties described here in. It is also 
intended that the Debenture granted by 3077Z4 w i l l be discharged. 

Subsequent to August 21, 1987, Mis t ra l borrowed approximately $340,000 from 
L S H and expects to borrow approximately $822,500 (col lect ive ly, the "New 
Loan") in order to pay the balance of expenses incurred in connection with the 
A t l i n Property during the 1987 mining season, to pay the sett lements, and to 
fund the balance of expenses relat ing to regulatory approval . To our knowledge, 
no agreement has been formal ized with regard to these addit ional borrowings. 

g. Acquis i t ion of Royal t ies 

The royalt ies held by Melanie Wil l iams and Island Cash are to be transferred to 
M i s t ra l . M r . Kenneth O'Connor has agreed that Island Cash w i l l transfer the 
1.875% royalty held by i t to M i s t r a l . LSH has agreed that Mis t ra l w i l l have the 
option, exercisable for 10 years, to purchase the royalt ies held by i t on Drain 
Lease 1697 and the Dan Leases for a price equal to the purchase price paid by i t 
plus an amount equal to prime + 2% of the said purchase price for the period of 
t ime during which L S H held the said royalt ies. 

h . Other Matters 

Ms . Wil l iams and L S H w i l l forgive Genie's obligations which i t assumed from 
Sebrew to process the minimum required yardage and to pay the annual minimum 
royalties described above. 

The agreement dated as of June 11, 1986 whereby 307784 was appointed operator 
of the A t l i n Property w i l l be terminated. 
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VIII. Summary of Title and Royalties Upon Acquisition 

Upon acquisit ion of the shares of Genie by M is t ra l , assuming the complet ion of the 
transactions described in the F i l i ng Statement and in this report and subject to our 
comments below, the status of the A t l i n Property can be summarized as follows: 

Genie w i l l hold a 100% benef ic ial interest in and to the 21 leases comprising the 
A t l i n Property subject to the fol lowing royalt ies and encumbrances: 

1. (i) a 1.875% gross overriding royalty in favour of M is t ra l ; and 

(ii) a 1.875% gross overriding royalty in favour of L S H 

on production won from Drain Lease 1697; 

2. (i) a 2.5% gross overriding royalty in favour of L S H ; 

(ii) a 5.0% gross overriding royalty in favour of M is t ra l ; and 

(iii) a 2.5% gross overriding royalty in favour of Eystar Holdings L t d . unt i l 
i t has received $1,000,000 and thereafter in favour of M i s t ra l ; 

on production won from the Dan Leases; 

3. a 10% gross overriding royalty on production won from the A t l i n Property 
in favour of unitholders holding up to $S5 0 900Q in principal amount of units; 

4. a gross overriding royalty on production won from the A t l i n Property equal 
to 40% of production won from the A t l i n Property less amounts required to 
pay a l l exist ing royalt ies (except the royalty payments due Mistral ) in 
favour of L S H and 666030 unti l the Loan, the Assumed Obligat ion and 
presumably, the New Loan, and interest thereon has been paid plus a bonus 
of 800 troy ounces of refined gold; 

5. a debenture in the face amount equal to the sum of $1,520,000 plus the 
principal amount of the New Loan containing a f ixed charge on the A t l i n 
Property and the buildings, plant and equipment located thereon given by 
Genie in favour of L S H securing Genie's guaranty of Mistral 's obligations in 
respect of amounts advanced by L S H to Mis t ra l under the Loan and New 
Loan and interest thereon and expended on or in connection with the A t l i n 
Property; 

6. a debenture in the face amount of $2tQQ0t000 containing a f ixed charge on 
the A t l i n Property and the buildings, plant and equipment located thereon 
given by Genie in favour of 666030 securing Genie's guaranty of Mistral 's 
obligations to 666030; and 
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7. a consent judgment in favour of Seteco Developments L t d . and Naradi 
Investments L t d . in the amount of $426,006.22, subject to defeasance by 
the performance of M is t ra l of i ts obligations pursuant to the sett lement 
described herein. 

In addit ion, unless M is t ra l is able to settle the outstanding claims described in this 
let ter (i.e., the c la ims of M r . Awde relat ing to the $250,000 in pr incipal amount of 
units held by him and the outstanding account of S ikula , Werbes & Brown c la imed to be 
approximately $17,000) there is a risk that legal proceedings may be commenced 
resulting in charges on the A t l i n Property . The actions by Edgeworth Construct ion and 
Dominion P lacers against M is t ra l may result in charges on the A t l i n Property . We 
understand that there are also expenses which have been incurred by Mis t ra l which 
relate to the A t l i n Property which have not yet been paid and which, i f they remain 
unpaid, may result in charges on the A t l i n Property. There may also be outstanding 
accounts of Genie of which we are not aware which may result in charges on the A t l i n 
Property . 

Yours very truly , 

RUBIN HA WES & COMPANY 

Adrianne Rubin Hawes 
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