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I nvestment Highlights

In our last update, we expected the company to complete a NI
43-101 compliant resource estimate at Fran by the end of 2006.
At this time, the company plans to complete a third drilling
program in spring of 2008 and expects a resource estimate by
Q2-2008.

The 2006, and 2007, drilling results highlighted excellent
potential for the North Contact Zone at Fran. They have
delineated a broad low-grade mineralized zone with wide high-
grade veins within.

The company has dropped the uranium properties in the
Northwest Territories to focus on gold and silver in British
Columbia.

A new president, Brad Kitchen, has been added to the
management team.

Based on the company’s progress at the Fran Property, and our
valuation on the company, we are upgrading our rating to BUY
fromHOLD.

Risks

1,000,000 1 e This company is exposed to all of the risks associated with a
500,000 1 005 junior mining company that does not have any operating mines.
0 - 0.00 They have not completed any NI 43-101 compliant resource
24-Aug-06 23-Apr-07 22-Aug-07 . A
estimates at thistime.
K ey Financial Data (C$)
YE July 31 2004 | 2005 2006 | 2007 (9 mo) |
Cash 232,834 901,319 661,259 393,455
Working Capital 168,204 931,621 575,669 89,652
Mineral Assets 105,098 945,146 1,642,252 2,838,823
Total Assets 393,654 1,984,956 2,368,300 3,414,074
Net L osses (219,559)  (524,048)  (646,644) (711,873)
EPS (0.02) (0.03) (0.02) (0.02)

Yankee Hat Minerals is focused on the exploration of the Fran gold property in northwestern British Columbia. This
property hosts high grade gold mineralization within a broad, lower grade zone. The drilling program in 2007 was
positive, and the company is planning a Phase |11 programin 2008 for resource delineation. A work programis planned
for the Union property as well.
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Y ankee Hat Mineras holds a number of early to mid stage exploration properties in Canada.
At this time, they are focused on resource delineation at the Fran Gold property in central
British Columbia. This property hosts widespread gold mineralization over a 1.2 kilometer
strike length and is open in all directions. The results of the 2006, and 2007, drilling
programs were very positive, and the company is proceeding with a Phase IIl drilling
program in the spring of 2008 for resource delineation.

Property Overview: The 9,400 hectare Fran property is the company’s primary focus due to
the excellent drilling results the company has received from their 2006, and 2007, drilling
programs. The North Contact Zone appears to be an important new gold discovery in this
region, which is a well-known area of gold and copper mineralization. The Mt. Milligan
deposit, one of B.C.’s largest undeveloped gold deposits, is located 30 kilometers from the

property.

Ownership: The company has an option to acquire a 100% interest in the property, subject
to a2% NSR royalty to the underlying owner.

2006 Drilling Program: The 2006 drilling program ran from June to August 2006. 14 holes
were drilled for a total of 2,060 meters. It was designed to follow up on good results from
the 2005 trenching program, and focused on mineralization on the eastern and western edges
of the North Contact Zone over a strike length of 800 meters. Highlights from the drilling
program are included below.

FR-47: 4.0 mof 7.91 g/t Au, 12.78 g/t Ag, 0.39% Cu

FR-55: 9.55 m of 8.51 g/t Au, 14.81 g/t Ag, 0.25% Cu

FR-58: 57.44 m of 0.82 g/t Au, Incl. 8.47 m of 3.04 g/t Au, 1.57 g/t Ag, 0.06% Cu
FR-59: 54.60 m of 1.12 g/t Au, Incl. 4.85 m of 10.96 g/t Au, 40.15 g/t Ag, 1.48% Cu
FR-61: 17.12 m of 1.20 g/t Au, Incl. 2.85 m of 2.42 g/t Au, 7.0 g/t Ag, 0.16% Cu

2007 Drilling Program: The 2007 winter drilling program began in March and was
completed in May. 17 holes were drilled for atotal of 3,397 meters. It continued to expand
mineralization to the east and west, as well as close the 250 meter gap in the central portion
of the zone.

This drilling program succeeded in its goals, by confirming mineralization in the central area
and extending mineralization to the west by 200 meters. The results were consistent with the
2006 drilling program, with high grade, narrow intercepts within a broadly mineralized
lower grade zone of up to 70 meters. Drilling results of the lower grade zone have been in
the 3-6 g/t range, and the high grade vein replacement structures have included results of up
to 90 g/t gold. Some of the best drill holes at Fran were from this program, and the drilling
highlights are excerpted in the table on the next page.
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2007 Dirilling Hole Interval Width Grade (g/t gold)
Program FR 07-64 62.2-79.1 16.9 1.69
Highlights includes 71.8-73.3 15 17.3

Fr 07- 68 124.05-147.1 23.05 0.75
includes 124.05-124.55 0.5 13.15
includes 124.02-132.25 8.2 12

includes 145.3-147.1 18 3.34
Fr 07- 70 131.05-161.65 30.6 1.01
includes 146.75-148 1.25 3.04
includes 149.4-150.1 0.7 6.39
includes 160.15-160.65 0.5 20.5
Fr 07- 71 34.0-73.7 39.7 2.10
Includes 34.0-41.0 7.0 3.14
Includes 55.0-60.6 5.6 2.87
Includes 67.7-73.7 1.4 5.99
Fr O7- 72 78.9-79.9 10 5.18
Fr O7- 74 69.4-70.8 14 3.20
includes 111.9-139.5 27.6 3.84
includes 117.7-126.0 8.3 10.62
Fr 07- 75 49.0-49.6 0.6 27.86
includes 77.8-102.1 24.3 0.74
includes 92.3-92.85 0.55 6.99
includes 123.3-124.5 1.2 3.86
Fr O7- 76 133.2-144.0 10.8 2.27
includes 139.0-143.0 3.9 5.64
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The 2007 drilling program highlights and drill hole locations are outlined in the image

below.
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2007 drilling program layout.

Source: Yankee Hat Minerals Ltd.

Current Status: Currently, the company is completing a field reconnaissance program,
including geophysics, geochemical surveys, and field mapping. This program has an
estimated budget of $400,000. It is designed to define additiona drilling targets for the 2008
drilling program. The company is planning a Phase Il drilling program a Fran to
commence in the spring of 2008. This program will focus on resource delineation in the
inferred category and expansion of the Northern Contact Zone, which is still open to the east
and west. It will also test other areas of mineralization on the property, as the North Contact
Zoneisjust one of several identified targets. We expect the 2008 drilling program to include

approximately 5,000 meters of drilling for an estimated cost of $1 million.

Resource Estimate: This property does not have any historic or NI 43-101 compliant

resource estimates at thistime.
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Property Overview: The 2,550 hectare Union Mine property is located in the Franklin
Mining Camp of the Boundary District in southern British Columbia. It was acquired in
September 2006, and has become a priority property since that time. In December 2006, the
company added 900 hectares to the property through staking. This property, like many other
mines in the district, was mined on a small scale with very high-grade results. The Union
Mine produced 122,555 tonnes grading 14.1 g/t silver and 353.4 g/t silver. At least 8 zones
of mineralization have been identified.

Current Status: The company completed an airborne geophysical survey on the property in
May 2007. They are currently awaiting the interpretation of this survey, which will guide
the exploration for 2007/2008. We expect the company to complete a small exploration
program on Union in the fall of 2007.

In February, the company announced they had optioned the Lever Lake and Thelon Basin
properties to Great Bear Resources Ltd. This option agreement was terminated in July, and
the company decided to drop the properties. Uranium exploration in the Canadian North is
expensive and would be quite dilutive to shareholders.

In June 2007, the company appointed a new president, Brad Kitchen, who serves on the
company’s board of directors. The former president, Terry Fields, will remain with the
company as CEO, and Donald Gee will continue as Chairman. In March, the company
announced Rick Wilson had left the board of directors. Mr. Kitchen’s biography follows.

Brad Kitchen is a seasoned financial market professional with extensive experience in
structured financings, investment banking and public company governance. His education
includes an MBA from McGill University in Montreal, Quebec (1987) and a Bachelor of
Applied Science Degree (Civil Engineering) from the University of British Columbia (1985).
Mr. Kitchen held positions at CIBC World Markets and TD Securities Inc. before founding
his own firm, PBK Financial Engineering, in 1997, through which he advises small to
medium sized companies on corporate finance issues.

In particular, Mr. Kitchen has extensive experience managing companies in the resource
sector. He was past President of TSX Venture listed Grenville Gold Corp (TSX.V: GVG,
BUY, Risk 5. Highly Speculative), is currently the Chief Financial Officer for Primary
Petroleum (TSX.V: PIE pending), President of Eagle Hill Exploration Corporation (TSX.V:
EAG.P), and sits on the board of Megawest Energy Corp. (OTC.BB: MGWSF).

We believe that the most important aspect of a junior mining company is its management.
Our management rating system is a quantitative way to rate management based on a number
of factors, including technical experience, the ability to raise financing, and management’s
time commitment to the company. We aso analyzed trading records to identify for evidence
of unusua trading by management. Our net rating for Yankee Hat is 3.2, which we have
rated average. We believe the company has a good management team typical of a junior
exploration company.
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Management Rating
Technical Experience Bi5)
Experience in putting mines to production/generating | 30
prospects -

Track record in raising capital/w orking for public 33
companies -
Experience in projects similar to the current project 3.0
Team's focus on the company 3.0

Any unusual insider trading in the past 12 months Ao

Nt Rating 32 —
0% 20% 40% 60% 80% 100%

The Toronto Stock Exchange recommends that the Board of Directors of every company
include independent or unrelated directors who are free of any relationship or business that
could materially interfere with the director’s ability to act in the best interests of the
company. An unrelated/independent director can be a shareholder. In this report, we
introduce our strength of board rating for Yankee Hat, which uses information available
from the company’s annual “Management Information Circular” to ensure that the company
has an independent Board of Directors, Audit Committee, and Compensation Board. This
report also identifies any non-arms length transactions and management’s compensation.

Yankee Hat’s Board of Directors is made up of six individuals: Donald Gee, Terry Fields,
Anne McCandless, Conrad Lacker, Patrick McCandless, and Brad Kitchen. Donald Gee,
Brad Kitchen, Terry Fields, and Anne McCandless are the related/non-independent directors,
as they are named executive officers of the company. Anne McCandless, Patrick
McCandless, and Terry Fields do not hold any shares in the company. The Audit Committee
is made up of Anne McCandless, Conrad Lacker, and Patrick McCandless. The company
does not have a Compensation Committee. Y ankee Hat does not have any non-arms length
transactions.

Outlook on Gold: We continue to maintain our positive outlook on both short-term and
long-term prices of gold. The chart below shows gold prices since January 2006. As of
August 15, 2007, gold was trading at US$667.25/0z, which reflectsaY OY increase of 6.0%.
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Gold prices have not dropped below the historical average price of US$346/0z since April
2003. Our outlook on gold prices is positive based on a forecasted depreciation of the U.S.
dollar (with respect to other maor globa currencies), and continued long-term demand for
gold as a capital preservation asset. The increase in gold ETF demand and producer de-
hedging will also positively impact prices going forward. As of August 15, 2007, total ETG
assets held by two major exchanges, the New York Stock Exchange (NY SE: GLD) and the
London Stock Exchange (LSE: GBS), were 19.25 million ounces, which reflects a YOY
increase of 28.2% The average forecasts for gold prices are US$670/0z in 2007 and
US$720/0z in 2008.

Financials . . .
In the first nine months of FY 2007 (ended April 30, 2007), the company had a net loss of
$0.71 million (eps: -$0.02), compared to $0.25 million (eps: -$0.01) in the comparable
period in the previous year. Net loss increased as the company wrote-off $0.34 million of
mineral assets in the nine-month period in FY2007. We estimate the company had a burn
rate (cash required for investing and operating activities) of $0.18 million per month in the
first nine months of FY 2007, compared to $0.10 million per month in FY2006 (12 — month
period).
The table below shows the company’s cash and liquidity position.

2004 2005 2006 2007 (9 mo)

Cash 232,834 901,319 661,259 393,455
Working Capital 168,204 931,621 575,669 89,652
Burn Rate (24,289)  (101,217)  (99,773) (176,594)
Cash From Financing 473245 1,883,092 957,216 1,321,547
Cash and working capital at the end of April 2007, were $0.39 million and $0.09 million,
respectively, compared to $0.66 million and $0.58 million, at the end of FY 2006.

© 2007 Fundamental Research Corp. Www.resear chfrc.com Brian Tang, BBA, CFA

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT



Brian Tang,, CFA

Valuation

Y ankee Hat Minerals Ltd. (TSX.V: KHT) - Update Page 8

Recent Financings. In July 2007, the company announced that it completed a non-brokered
private placement of 8 million units (at a unit price of $0.10), and raised $0.8 million. Each
unit consists of one common share, and one-half of a share purchase warrant.

Stock Options and Warrants: At the end of April 2007, the company had 1.3 million stock
options outstanding (all of them are currently ‘in-the-money’), with exercise prices between
$0.10 and $0.15, and maturity periods between May 2007 and March 2009. The company
also had 7.7 million warrants outstanding (all of them are currently ‘out-of the-money’), with
an exercise price of $0.30, and expiry dates between September 2008 and December 2009.

Conclusions: We estimate the company will spend about $0.5 million (most of the costs are
expected to be allocated to the Fran Property) in FY 2007. Based on cash on hand at the end
of April 2007 ($0.39 million), and the recent financing ($0.8 million), we believe the
company has sufficient access to capital for its exploration activitiesin 2007.

We continue to value the company based on the average ratio of Enterprise Value to Mineral
Assets (book value) of its peers. Since the company has not yet delineated a resource
estimate on any of its projects, our valuation is restricted to relative valuation.

Share prices of most of the company’s peers have dropped considerably in the past few
weeks, and therefore, we do not believe that arelative valuation on Y ankee Hat, based on the
current share prices of its peers, will give a true fair value estimate on the company. The
table below shows the consolidated share price performance of Yankee Hat and its peers,
compared to prices at the time of our previous report, and compared to the average price in
the past 12 months.

Consolidatedshare price performance of KHT and itspeers

Price (23/08/07) Price(23/03/07) Mean (1year) Upper 95% Lower 95%
$4.93 $5.69 $5.25 $5.39 $5.12
Price Change -13.4% -6.2%

As you can see from the table, current prices have dropped by 13%, since our previous
report, and 6%, compared to the average price in the past 12 months.

We believe the drop in share prices was primarily due to an increase in the risk-averse
attitude of investors. We believe investors have turned more risk averse due to the current
problems in the sub prime market, lower than expected consumer spending, and the ongoing
fears of recession in the U.S. economy. Although the current developments in the market
suggest a slow-down in the U.S. economy, we do not believe the fundamentals of the
resource sector, especially for gold and silver, have changed. Our outlook on gold and silver
continues to be positive (as mentioned earlier in the report). Therefore, the recent sell-off of
resource stocks (which has led to the drop in share prices), we believe, was not due to any
change in fundamentals, but due to panic. Therefore, we have used the 12-month average
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share prices of the comparables (which are still lower than prices at the time of our previous
report), instead of the current share prices, in our analysis shown on the next page.

Company Symbol Price Enterprise  Mineral Assets EV/

Value (EV) Mineral Assets
1 Logan Resources Ltd. LGR $0.30 $7,363,266 $4,162,663 1.77
2 Yankee Hat Minerals KHT $0.15 $6,209,272 $3,338,823" 1.86
3 Canasil Resources Inc. CLz $0.41 $10,231,241 $3,287,313 3.11
4 Astral Mining Corporation AST $0.46 $5,629,588 $1,659,074 3.39
5 Skygold Ventures Ltd. SKV $1.59 $65,406,333 $7,903,306 8.28
6 Wildrose Resources Ltd. WRS  $1.20 $22,296,319 $2,358,871 9.45
7 GWR Resources Inc. GWQ $1.13 $43,052,019 $4,522,206 9.52
Average 5.34
Fair Value of KHT $0.40

Share prices are the average prices in the past 12 months
* Expected mineral assets at the end of 2007

Conclusions&  Since the average ratio of EV/Mineral Assets dropped from 10.65 to 5.34, our relative
Rating valuation on KHT dropped, from $0.47 per share to $0.40 per share.

We have been pleased with the company’s progress to date and look forward to an NI 43-
101 compliant resource for the Fran Property in 2008. We see good potential at the North
Contact Zone. This region of British Columbia is highly prospective for copper-gold
porphyry deposits, and the North Contact Zone may be related to an underlying porphyry
zone.

Since the drop in valuation was not due to any changes in the company’s fundamentals, but
due to a drop in comparables’ share prices, we do not make any changes in our fair value
estimate. In fact the company has made progress at its property. Based on the company’s
progress at the Fran Property, and our valuation on the company, we are upgrading
our rating to BUY from HOLD, and maintaining our fair value estimate on KHT at
$0.44 per share. Our fair value estimate reflects an upside potential of 167% from current
price levels.

Risks The following risks, though not exhaustive, will cause our estimates to differ from actual
results:

e Yankee Hat does not have any 43-101 compliant resource estimates and its properties are
al in early to intermediate stages of exploration.

e The success of further development, exploration, and expansion is a significant factor in
Yankee Hat’s success.

e Like other junior exploration companies, the value of the company depends heavily on
gold prices.
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Fundamental Resear ch Corp. Equity Rating Scale:

Buy — Annual expected rate of return exceeds 12% or the expected return is commensurate with risk

Hold — Annual expected rate of return is between 5% and 12%

Sell — Annual expected rate of return is below 5% or the expected return is not commensurate with risk

Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operatesin aregulated industry.
The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is
conservative with little or no debt.

2 (Below Aver age Risk) - The company operatesin an industry where the fundamentals and outlook are positive. The industry and company arerelatively less sensitive
to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash
flows (though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are sensitive
to economic factors athough the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry averages, and
coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a
turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products.
Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues, and may rely on external funding.
These stocks are considered highly speculative.

Disclaimers and Disclosure

The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.
There is no guarantee that our forecasts will materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject
company. Fees of less than $30,000 have been paid by KHT to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes
steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional
Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports, and release of
liability for negative reports are protected contractually. To further ensure independence, KHT has agreed to a minimum coverage term including an initial report and
three updates. Coverage can not be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on
this report then made available to delayed access users through various other channels for a limited time. The performance of FRC’s research is ranked by Investars.
Full rankings and are available at www.investars.com.

The distribution of FRC’s ratings are as follows: BUY (86%), HOLD (6%), SELL (2%), SUSPEND (6%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actua results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services;
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making
these forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or
changes after the date of thisreport. A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent
updates because the subject company islikely to bein earlier stages where nothing material may occur quarter to quarter.

Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN
YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a
complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were independently prepared
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