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THIRD QUARTER REPORT - Margzcct Witte, president, Royal Oal 
Mines Inc., reports financial and 

production results for the three and nine month periods ended 
30Sept98; see tables above. There was an operating loss o 
$12,000,000 in the three months cnded 30Sept98 compared witt 
operating loss of $200,000 in the same period last year. 

The net loss of $107,400,000 in the third quarter was due in pan 
to an $86,400,000 wri te-down of mine assets and strategii 
investments. Gold production of 44,633 ounces was fron 
continuing operations at Giant and Pamour/ Nighthawk mines ii 
Ontario in the third quarter of 1998 compared with 48,630 ounces ir 
the third quarter of 1997, a decrease of 8%. Total gold productioi 
from all operations in the third quarter 1997, which included tht 
Hope Brook Mine in Newfoundland and the Colomac Mine, "I' 
that were closed in late 1997, was 94,505 ounces. 

Production of 40,096 ounces of gold and 11,100.OOO pounds o 
comer contained in concentrates in the year-to-date period from thi 
Kkmess South Mine in north-central BC were not included in thc 
consolidated operating results. I Kemess reached commercia 
production 70it98. -Net deferied start-up costs during th 
commissioning period have been capitalized. 
- Average realized gold prices in the third quarter of 1998 saw I 

premium of US $35/oz, or 12%. above average spot price of US $28 
per ounce. Average ycnr-to-date realized price u'z US $337/oz, 
premium of US $43/oz, or 15%. above average spot price of U 
$29410~. 

Consolidated opcrating results for 1998 do not includ 
production from the Kemess South Mine. In the third quarter durin, 
the start-up and commissioning period, Kemess produced 37,051 
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ounces of gold and 9,800,000 pounds of copper contained in 
concentrates. Total production since start-up was 40,096 ounces of 
gold and 11,100,OOO pounds of copper. The Kemess South Mine 
began production in the concentrator 19May98 and reached 
commercial production 70ct98. Revenues from the sale of goId and 
copper contained in concentrates during the start-up and 
commissioning period have been netted against start-up costs. Net 
deferred start-up costs have been capitalized on the consolidated 
balance sheet. 

Operating results in the three months and nine months ended 
30Sept98 compared with the same two periods in 1997 were 
impacted by the closure of the Hope Brook and Colomac mines in 
September and December of 1997, respectively. Both mines were 
placed on care and maintenance. 

In the nine months ended 30Sept98, gold production from 
continuing operations saw a decrcase of 7% from production of 
145,917 ounces in the same period of 1997. 

The decrease in revenue in the third quarter this year reflected a 
decrease in gold production of 49,872 ounces, mainly due to the 
closure of the Hope Brook and Colomac mines, and a decrease of 2 1 % 
in the average realized gold price. Revenue in the third quarter of 
1998 included hedging gaics of $2,400,000 compared with 
$12,300,000 in the same period of 1997. 

The decrease in revenue in the year-to-date period of 1998 was 
due to a decrease in gold production cf 148,508 ounces, and a 
decrease of 18% in the realized gold price from US $41010~ to US 
$337/oz. Revenue in the period this year included hedging gains of 
$8,300,000 compared with $30,800,000 the same period 1997. 
' 

In the third quarter of 1998, the average cash cost of production 
for contiming operations at the Giant and Pamourmighthawk mines 
saw a decrease of 16% compared to the same period of 1997. The 
significant reduction in cash cost was attributed to sustained cost- 
cutting measures implemented in the fourth quarter of 1997 and a 9% 
decrease in the value of the Canadian dollar against the U.S. dollar. 
In the third quarter of 1997, Rl>:,al Oak repcited an average cash cost 
for all operations of US $3lOioz, which reflected the impact of the 
high cost Hope Brook and Colomac mines that were subsequently 
closed toward the end of the year. 

In the third quarter of 1S98, the company reported an operating 
loss of S12,000,000 primarily due to the inpact of declining gold 
prices on revenue, a depreciation and amortization expense of 
S6,200,000 and a loss of $6,400,000 after terminating currency and 
commodity contracts. 

Royal Oak reported an operating loss of $25,900,000 in the 
nine-rnonth period ended 30Sept98 compared with an operating loss 
of $21,300,000 in the same period 1997. The company recorded 
depreciation and amortization expense of $16.900,000 for the nine- 
month period of 1998 and $15,900,000 in the same period last year 
and losses on currency and commodity contracts of $9,900,000 and 
$14,100,000 in each period. 

In the third quarter of 1998, Royal Oak reported pre-tax charges 
against income of $81,400,000 representing a write down of mine 
assets, and a $5,000,000 write-down of larig-term investmcnts. 
There was no write-down in  the third quarter of 1997 In thc year-to- 
date period of 1998, the combined write-down was $86,400,000 
compared with a write down of $39,700,000 in same period 1997. 

MS. Witre said, "We arc pleased with operations at our Kemess 
South Mine. The mine has now been in commercial production for 
over a month and operating performance is meeting our 
expectations. In 1998, the company expects to produce a total of 
some 278,000 ounces of gold from all operations at an estimated 
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I ' cash cost of US $240/oz, net of copper by-product revenue credit of 
US 754 a pound. Royal Oak has produced a total of 176,018 ounces 
of gold to 30Sept98 including 40,096 ounces from Kemess during 
the start-up and commissioning period. The Timmins and 
Yellowknife operations are generating positive cash flow. 

Due to continued weakness in the gold price, the compzny 
decided to revalue its assets at a gold price of US $300/oz. This 
valuation resulted in an extensive write-down on all assets, except 
for our large Kemess property position, in  the third quarter. Royal 
Oak does not anticipate a further write-down of assets at the end of 
this year, We are working actively uith our financial advisors to 
refinance the US $120,000,000 of short-term Senior Secured 
Debentures with a long- term conventional project finance facility at 
a significantly lower interest rate. We expect to complete this 
transaction early in the New Year." (SEE GCNL N0.214, 6Nov98, 
P.5 F03 DEBT S l T I L E . M E N "  INFORbIATION) 
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