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OPERATING ACTIVITIES

Operations
Decrease in accounts receivable

FINANCI~G ACTIVITIES

Issue of shares. including
premiums on issue of tlow
through shares

Decrease (increase) in share
subscription receivable

Repayment of employee
share purchase loans

Increase (decrease) in accounts
payable and accrued liabilities

Joint venture advances
Share issue costs

INVESTI~G ACTIVITIES

Mineral exploration and
property acquisition

Decrease in prepaid exploration
and other expenses

Purchase of fixed assets
Decrease in gold concentrate

and metal on hand
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Bonanza Zone
Development drilling focused on the Bonanza de
posit. The structure was tested by drilling over a
strike length of 1.500 feet and trenched for over
2,000 feet. The zone was intersected by more than
100 drill holes. with numerous high-grade near surface
intersections encountered at the convergence of the
main Bonanza structure with the Ghost system. The
mineralization identified to date appears to be a gently
southwest dipping "heet ranging up to 50 feet in true
thickness. The weighted average grade of all intersec
tions was approximately 0.3 oz. gold/ton.

Ridge Zone

Trenching and limited exploration drilling on the Ridge
zone north-east of the Bonanza deposit delineated a
major target for future exploration. The Ridge zone
is a large north-ea~t trending brecciated vein system
over 2.500 feet lon£ within a silicified zone that is
50 to 115 feet \\-'ide at surface. The structure was
tested by four \vide spaced drill sections to a maximum
vertical depth of 1.000 feet. Silicified pyritic host rock
was intersected in ail holes. returning anomalous to
economically significant values from the four holes
reported to date..-\dditional assays from the last phase
of drilling are still La be received.

Preproduction Activities

In parallel to the e\ploration program the company
initiated a number ,.."1 pre-feasibility activities during the
quarter. Bulk sampling and metallurgical testing \vas
again conducted this season utilizing the on-site pilot
plant. Field environmental \vork was completed for
Provincial pernlit applications. Site selection. surveying
and prelinlinary engineering design studies for mine.
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Steffen Robertson & Kirsten have been engaged to
conduct a feasibility study. Ore reserve calculations
are in progress as of the date of this report, and block
model interpretation will be completed following
receipt of all outstanding assays. The feasibility study
is scheduled for completion by December 31, 1987
following final metallurgical studies, mine and mill
design and economic sensitivity analysis.

The construction of the Omenica Mine Access Road
(OMAR) extension into the Toodoggone by Cheni
Gold Mines brings overland access to within nine
miles of the Al deposits and promises to greatly
enhance the economics of the Energex deposits. A
route extending the OMAR north to the Al Project
has been surveyed, approved and permitted, and
the final road design completed. The Provincial gov
ernment has been approached regarding financial
assistance for the OMAR extension north.

Financial Review
In order to strengthen financial capabilities. Energex
has established a working relationship with Laurence
Prust & Co.. a well recognized firm of London
stockbrokers. Acting as financial advisors they will
help to ensure that the Al Project's capital funding
requirements are met and to provide access to senior
sources of financing for project acquisition and cor
porate development. The association with Laurence
Prust in combination with long term relationships
with a group of Canadian funds. will afford Energe\
financial depth and increased t1exibility to pursue

corporate objectives.

The company entered the first quarter with a working
capital balance ofSI.210.833. On August 28,1987.
Energe\ closed a private placement with eleven
overseas institutional investors that was arranged by
Laurence Prust & Co. The investors subscribed for
"'3 T' 5 $! 92 u -Ine for 'wnren'l!e QEg-
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ceeds of $3,264,000. Non-transferable share purchase
warrants (expiring May 28, 1988) entitle the holders
to purchase an equal number of common shares at

$1.43 per share.

Flow-through funding of S1 million was arranged
during the quarter, in addition to $1 million secured
earlier in the year, to meet the company' s planned
exploration expenditures in the Toodoggone.

At the close of the first quarter Energex had a cash
position of $4,090,398 and working capital of
$3,578.243. A strong balance sheet. seasoned
management. natural resource projects with sub
stantial potential to develop a number of precious
metal ore bodies, and strong support in the financial
community are the company's ingredients for success.

Respectfully submitted.

A.O. Birkeland. P.Eng.
President

October 27. 1987
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