THE CONDOR FLIES . ..

R DADDY OF ALL

When El Condor Resources and Covenant Resources
recently merged into a single strong mining
development company, it marked the reunification of
the management team that had discovered and
developed che mammeth gold-copper deposit at Mt.
Milligan. But according to the new management
group, El Condor and Covenant together will mean
much more than that.

The merged company, known as El Condor
Resources Ltd., has a controlling interest in the
Kemess Gold-Copper Project in north central B.C.
Management has stated that the Kemess project hosts
the largest undeveloped gold-copper system in North
America which, judging by preliminary drilling, may
soon produce one of the largest mining operations in
the world.

The Kemess project follows in the wake of
management’s immensely successful Mt. Milligan
project, which was sold through the vehicle of
Continental Gold Corp. i October, 1990 to Placer
Dome Inc. for $180 million, netting Continental
shareholders $20 per share. :

"The new El Condor management team,” says
president Robert Dickinson, "is firmly committed to
making the Kemess project another outstanding
success.”

Even prior to the merger, street opinion appeared to
agree.

"All of the ingredients are in place,” says Douglas
Hurst, mining analyst with McDermid St. Lawrence
Limited in Vancouver, "for an exciting and classic
mining speculation.”

El Condor’s new management team combines the
high profile marketing and financial skills and
outstanding track record of Chairman Robert Hunter
and President Robert Dickinson, the technical
expertise and experience of Jeff Franzen, David
Copeland, Douglas Forster, and Mark Rebagliati, and
the financial management of Chartered Accountants
Harold Forzley, Ronald Thiessen and Aziz Shariff.

Hunter first gained prominence as President and later
Chairman of Breakwater Resources during the
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development and bringing to production of its
substantial gold producer at Wenatchee, Washinton.
Later, he and Dickinson developed North American
Metals’ Golden Bear property, subsequently selling it
to Homestake Mining Company of San Francisco
under a $40 million takeover offer.

Then, through Continental Gold Corp., they explored
and delineated the huge gold-copper deposit at Mt.
Milligan, which was the target of the Placer Dome
takeover.

Covenant Resources Ltd., which was controlled by
the Hunter-Dickinson group, in fact made possible
the predecessor El Condor’s acquisition of a 40%
interest held by Kennecott Canada in the Kemess
property, through the purchase from El Conder of a
debenture in the amount of $3,500,000. That amount
was required to secure an undivided 100% interest in
Kemess North. The Covenant-El Condor merger in
other words brought together needed capital and
management talent on the Covenant side and the
Kemess property and technical talent on the part of
the El Condor group.

The Kemess project occupies a large area (67 square
kilometres) at the southern end of the Toodoggone
region of north central B.C. Despite the remote
area, accessibility is favourable. The property is
zeached via the Cheni Mine Road from Mackenzie
and Prince George. Access roads into the two
principal areas (Kemess North and Kemess South)
have recently been upgraded.

An airstrip 40 kilometres north of the property is
served by scheduled aircraft from Smithers. B.C.
Rail terminates 80 kilometres west of the property,
and a connecting road is feasible. Hyriro-electric
sites, suitable for the power requirements of a large-
scale mining complex are located close at hand, and
prefiminary engineering work has been commissioned
by El Condor.

The most intriguing aspect of the Kemess project,
according to Dickinson, in addition to the attractive
copper equivalent values when gold valnes are
factored in, is that the size of the total land package
is enormous, with indications that much more of it
warrants further exploration and development.



Including the Kemess North and Kemess South
deposits, only 15% of the total claims area has been
investigated. Meanwhile, surface sampling of the
East and West sectors indicate comparable grades
with those experienced in Kemess North and Kemess
South.

It is for this reason that management is emphatic that
the Kemess Project is the largest undeveloped gold-
copper system in North America and may become
one of the world’s largest mining operations.

The Kemess properties are located within the Quesme]l

Trough, a geological setting which hosts a pomber of
important  disseminated gold-copper dsposits,
including those of Mt. Milligan and Fish Lake, in
both of which El Condor management is or has beea
involved.

Kemess North, where El Condor holds an undivided
100% interest, has seen the most extensive drilling
activity. Begianing in the late 1960’s Kennecott and
Getty Resowces perfarmed drilling programs in an
attempt to define classic copper porphyry systems.

In 1988, El Condor re-assayed the diamond drill
cores to determine precious metal content, finding
significant gold values throughout. A total of 30
diamond drill holes totalling 5,197 metres have
outlined gold-copper mineralization ovar an area of
850 by 300 metres and to a depth of 125 metres.
The deposit extends 1,000 metres to the west and is
open to the north, south and east.

Mineralization at Kemess North has been divided into
three zones thus far which, with further drilling, may
prove to be connected, forming one huge deposit.
Drill testing in the easternmost zone over an area of
500 by 700 metres has outlined gealogical reserves of
approximately 75 million tonnes with an average
grade of 0.5% copper equivalent. Drilling results
indicate that both gold and copper exhibit vertical and
horizontal continuity, the only varistions being slight
improvement in grade with depth. More systematic
grid drilling is expected to increase grade and
tonnage dramatically.

The remaining two zones have been the subject of
very limited work party activity. With a total
expenditure in Kemess North of just under $1 million
El Condar management intends to spend an additional
$1 million over the next few months for delineation
drilling of the Kemess North area.

If the size and potential of Kemess North are
substantial, Kemess South may be even more
impressive. According to McDermid St. Lawrence’s
Hurst, Kemess South currently represents the most
impoitant target, at least on current data, since it is
proving that it contains exceptionally high gold grades
for a bulk tonnage deposit.

Kemess South, in which El Condor holds a 60%
undivided interest, has been the subject of mn
intensive drilling program comprising a total of 22
diamond drill holes - all of which intersected ore
grade gold-copper mineralization demonstrating good
continuity throughout. With the drill-tested area
comprising 15% of the open-ended mmomaly, a
reserve of 75 million tons has been defined averaging
0.62 grams of gold per tonne and 0.28 % copper, for
a copper equivalent grade of 0.90% copper.

El Condor, with an expenditure of $1.1 million, has
earmmed a 60% undivided interest in Kemess South.
The Company, as operator in a 60% El Condor -
40% St. Philips Resources Inc. joint venture, has
planned for an expenditure of a further $1.8 million
on Kemess South over the next few months.

Kemess West is an area made up of 59 mineral
claims covering approximately 1,475 hectares. Like
the other areas within the total land package, it was
the subject of exploration activity as early as the
1960’s, but has seen very lireited work, including six
diamond drill holes.

Since acquiring the Kemess Wes( praperty in 1990,
El Condor has re-evaluated the existing data and
completed geologic mapping and drill core sampling,
which retumed copper values approximating 0.2% -
0.3% copper. El Condor management intends to
expend a further $400,000 ever the next few months
for detailed geologic mapping, IP surveys, trenching
and initial diamond drilling.

An interesting comparison with B.C.’s major open pit
mines shows Kemess South, with minimal
development thus far, with reserves of 75 million
tons, compared with Gibraltar’s startup reserves at
360 million tons, Bell with 50 mullion and
Similkameen with 60 million tons.

Net smelter retum values for the operating mines
range fram Gibraltar’s $4.40 per tan i Bell’s $9.10.
Kemess South ranks highest with an estimated $10.20
per ton. On the other hand, Kemess South’s
estimated operating cash costs ($5.40 per ton) are




bettered by Gibraltar ($4.30) but are exceeded by
Similkameen’s $6.00 per ton and Bell with $7.50.

The recently created El Condor has a strong
capitalization and balance sheet with which to
undertake the financial expenditure necessary to
continue the Kemess project.

The combined share capital, on a fully diluted basis,
consists of just over ¥l million shares, of whish the
combined management group owns or controls
approximately 50%. Cash position, again on a fully
diluted basis, is $6.3 million. The stock, which
trades on the Vancouver Stock Exchange, has
experienced a trading range of from $1.40 to $4.00.

Departure from conventional thinking that copper
values alone justify interest in mine development has
led to the relatively recent development in B.C. of a
series of huge gold-copper properties, commencing
with Mt. Milligan. At the Kemess project, for
example, values of 0.28% coppar and 0.019 ounces
of gold per ton combine to produce a copper
equivalent grade of 0.90%, compared with 0.68 % for
Bell (which has an ore grade of 0.50% copper and
0.010 ounces of gold per ton).

The contribution of the Hunter-Dickinson group,
which is almost synonymous with the current El
Condor management team, to mining in western
Canada has yet to be fully evaluated. But it has
created an outstanding niche in the mining industry in
two ways.

Their first role has haep ia bringing a high degree of
professionalism to the development of high tonnage
properties, functioning between the junior exploration
companies which rarely proceed beyond the
identification stage, and the major companies which
are normally more focused on producing metal than
in developing the necessary replacement.

In practice, the Hunter-Dickinson group buys an
undeveloped product from a junior (or a disgruntled
major), augments it and sells it to a major.

"The practice is by no means unique,” says Tony
Garson, Senior Analyst with L.O.M. Western
Securities Limited. "You might say that almost
everybody is trying to do it, but very few are
successful. Hunter and Dickinson are.”

For Hunter and Dickinson, the professionalism lies in
the selection process: purchasing a ptoperty nobody

wants, which has dimly perceived value but has
enormous potential. The Hunter-Dickinson team'’s
track record in this respect is unparalleled in the bulk
tonnage open pit, bimetallic field.

In developing this niche, the management group has
capitalized on a lag in the industry which for too long
ignored highly potential gold-copper deposits where
copper grades were perceived to be uneconomic by
conventional standards, either because gold grsdes
were not assayed for, or becanse gold values were
not added to copper values to determine the real
gross value per tonne of ore.

The concept of aggregating these values is not
original with the Hunter-Dickinson group, but it has
not been widely practised. As a result, Mt. Milligan,
Fish Lake and now Kemess have each at one time
been explored and rejected by major companies.

El Condor's Kemess project may prove to be
granddaddy of them all.

By William Annett
Canadian Mining Journalist



