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A turkey is about to
become aswan. With
new concepts and
| trie experienced man-
agement of the
Hunter  Dickinson
Group, Misty Mountain looks poised to
make a major mine out of the Specogna
gold deposit on Queen Charlotte Island,
British Columbia, which has frustrated

would-be developers for 25 years.

A systematic re-drilling of the
deposit is now more than half complet-
ed, with angle holes designed to more
accurately sample the numerous steeply-
dipping veins. Results indicate grades
approximately 25% higher than previ-
ously estimated and substantially better
~>Id recovery, pointing to an economi-
cally attractive ore body of more than
two million ounces, mineable by open

pit at comparatively low operating costs.

Past environmental opposition cre-
ated a widespread belief that Specogna
could never be mined. But present man-
agement, with its extensive experience
with permitting in British Columbia, is
confident that new approaches to mine
design and local interest will secure the
necessary permits.

A major mining company is likely to
come in before the construction phase,

as a partner or outright buyer; several

are keenly interested. At a typical
US$50/0z. valuation, a two million
ounce reserve at Specogna should be
worth about C$12 per Misty
Mountain share. There is further
upside from possible bonanza style
mineralization, lower down in the
epithermal system, and from new dis-
coveries elsewhere on the big 171

square mile property.

Scotia Capital Markets
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Misty Mountain
Gold's Harmony
Project was signifi-
cantly misinterpreted
by past operators,

and it is likely that a
medium-sized mine with in excess of
two million ounces in reserves and cash
costs in the low $200 range can be built.
While there appears to be little technical
difficulty to building a mine, even on
the current level of knowledge, there are
risks associated with permitting and

native land claims.

These should be superable, but
delays are probable. As is the strategy
for other companies within the Hunter
& Dickinson Group, it is likely that the
project will be sold. The timing and
price of such a sale is difficult to deter-
mine due to a lack of ultimate scoping.

The project would be very attractive for

a number of mid-sized or ambitious
junior gold producers, but most will
likely wish to have M G L take the per-
mitting risk,

The company's cash position is cur-
rently C$3 million, but the exercise of
in-the-money warrants would bring ina
further C$8 million. Total costs to feasi-
bility are likely to be in the range of
C$15-C$20 million, so a further
financing is likely but not a necessity at

present.

Target prices are difficult to derive
due to the early stage of engineering
scoping, but our target price of C$14.00
per share is determined by assuming a
sale with a residual 10% IRR for the pur-
chaser at $400 gold. We continue to rate
the shares of Misty Mountain Gold a

Speculative Buy.
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