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Weliable Reporting" S U U S C ~ O N  RATE 

WESTERN CANADIAN INVESTMENTS 
$350.00 + G.S.T. 

PER YEAR 

NO. 207 (1998) 
OCTOBER 28. 1998 

J'RIhlE RESOURCES GROUP INCt 
,.+. IPRU-T. V. AMEX] 76,073,913 SHS. 
'B . - 
; TH_mE MONTHS ENWP SEPTEMBER 30. Xu2 

REVENUE $55,982,000 $55,291,000 
COSTS & EXPENSES 40,849,000 42,326,000 
NET INCOME 4,944,000 5,343,000 
EARNINGS PER SHARE 70 7 0 
WEIGXTED AVER. SKARES OUT. 76,074,000 76,074,000 

NINE MONTEIS ENDED SEPTEMBER 30, 1998 m .  
R E V E m  $170,513,000 $157,390,000 
COSTS & EXPENSES 109,891,000 ~ 0 ~ , 5 ~ 0 , 0 0 0  

INCOME 26,743 000 21,945,000 
EARNINQS PER SHARE 330 29o 
WEIGHTED AVER. SHARES OUT. 76,074,000 76,076,000 

THIIl D QUARTER PROFIT POSTED - Waltcr Segsworth, president. 
Prime Resources Group Inc., 

rcports financial and production results for the three and nine month 
periods ended 30Scpt98. Primc owns the Eskav Creek and Snip sold 
mines located north of Stewart in northwestcrn BF. Total production 
of gold and gold cqulvalent contained i n  ore, dort and concentrates 
increased by 10% to 150.263 ounccs in the third quartcr of 1998 
comparcd with 136.533 ounces reported in the third quarter of 1997. 
Total cash costs. which include third party smelter costs. decreased 
17% to US $144 per gold equivalent ounce compared with US $174 
per gold equivalent ounce in the third quarter of 1997. 

Revenues from gold. conccntratc and ore salcs in the third 
quarrcr of 1998 were down slightly from 1997. Increased gold 
production and improved silvcr prices helped offset the decline in the 
gold price. Prime's average realized gold pricc in the quartcr 
decreased US $35/oz to US $289 and the average realized silver pricc 
incrcased US 694 to US $5.22/oz conlpared to third quarter 1997. 

About 34% of sales revenue in the third quarter of 1998 was 
attributable to Eskay Creek silver production. The mine produced 
2.800.000 ounccs of silver during the quarter compared to 3,000.000 
ounccs in 1997. 

Production costs and exploration expenditures decreased by a 
combined amount of $6,500,000. reflecting reduced exploration 
activity and thc extra charges incurred in 1997 to reduce the Snip 
minc's concentrate inventory. Offsetting these declines were the 
rccognition of a forcizn exchange loss of $3,700.00.0. on the 
company's currency protection program. and the $1,2~6.000 write- 
down to market value of Investments in mining securities. 

The combiricd effective rate of income and mining taxes 
mcrcascd to 67% for the quarter just ended compared wi.th 59% in 
1997. The higher rate in the current quarter was cau'sed by an 
ndjurtment of $1.000.000 relating to thc completion of a Kevcnuc 
Canada audit for prior years. 

Cash flow from operations. heforc workins capital adjustment, 
was ,921,S00,000 in thc third quarter of  I098 compared lo 
516.400.000 in thc prior ycar's quarter. For tllc rune months ended a .  

S'ebtember 30, 1998 cash flow from operalions incrc;lssd 
$8,900,000 to $57,700,000 cvrllparcd to the slrtiw period in 1997. 
The increases in both the currut quarter and year-to-d:~te cash flows 
wcte i\ result of increased production, h i g h  rcalizcd silver prices and 
lowcr production costs, offset by lower gold PI-ices. A! 30Sept9S 
Piime had $218,000,000 in curcent working capital, including ci~sll 
and short term investments of $200,900,000. 

The Eskay Creek mine produced 70,887 payahl;. ounces of gold 
and 2,820,000 payable ounccs of silver in the third quarter, 
equiv;llent to 121.965 ounccs of gold, conlpareci to 105!414 gold 
equivalent ounces in 1997. Production from thc new gravity/ 
flotation mill, a lower silver to gold equivalrncy conversion ratio 
and 5% higher gold grades in direct shipped ore accounted for the' 
improvement in gold equivalent production. l'hesc were partially 
offset by o plsmcd 18% reduction in direct ore side tonnagc. 

Total.,cash costs for the quarter, including third-party smelter 
costs, dckreased 16%".to US $1 38 per gold equivalent ounce at Eskay 
Creek compared to 1997. Increased gold equivalent production, the 
improved economic's o f  using the new gravity/ flotntion mill and a 
deer~asc in {he Cdn. dollar to U.S. dollar excliangc rate were the 
primary reasons for the decline in cash costs: 

. Prime 'has pledged $500.000 and engineering services to assist 
the local First Nations community of Telegraph Creek in building rr 
rccrcation/meeting 'centre. 

. ..Gold production at the Snip mine was 28,295 ounces in the third 
quarter of 1998 as compared to 31,129 ounces in 1997. This 
production decline was due'primarily to a 4% decrcase in tons millcd 
and a'negative smelter adjust~ncnt relating to concentrm sales in the 
first six'nlonths of 1993. Total cash costs per ounce wrrc 18% 
l o ~ c r  iit.US $173 in 1998 conlpared to US $210 in 1997. Extra costs 
incurred. in 1997 to draw down a prior build-up of concentrate 
inventory. and a more f.avburable exchange rate in 1998 contributed 
to 'the reduction in cash costs. 

Based on lJan98 'proven and probable reservcs, cnlculaled 
assuming a US $325 gold price, the Snip mine is hcheduled to cease 
production near the end of April 1999. Gold prices continucd to be 
below US $325 during the qu;tncr and if prices do riot improve, some 
of the remaining reserves may not be economic. As a result. the 
amortization and depreciation of the remailling capital costs 
continued at an accelerated rare. 

Exploration expenditures were $2,800,000 during the third 
quhrtct of 1998 comparcd to $4,200,000 in 1997. Reduced 
exploration . expenditures . rcsulted from the  curtailment of  
cxplomtion drilling nt tllc' Snip 111ine and decrc.?setJ activity by l lw  
Horncstake Canada Inc./Prin~e exploration joint venture. Eskrty 
Creek and the surrounding area continucd to be the primilry focus of 
exploration activity. During the summer field season 72,000 feet of 
diamond drilling was completzd in 90 holes. 'fargcts included thc 
2\C zone to the west of the main Eskay ore zones, the 21R zonc to 
the south and the Pumphouse zone to the cast. Preliminary results. 
particularly around the.21C zone were viewed as encouraging. Datu 
compilation and interpretation is cxpected by year end. 

On 1 lSept98 Primc reported that subject tu requisite approvals 
by Prime aild Homestake sharehdlders, the hoard of directors had 
agreed with. Homestake on a rcvised cxcllangc ratio for thc proposed 
acquisition of the 49.3% of Prime not already owned by Horncstake. 
Under the te rm of the revised proposal, for each Primc share owned. 

:Prime iheholdcrs (other than flomestake) would have [he choice of 
0.74 of a Homestakc share or 0.74 of rr Honiestake Canada 

cxchWeabk share.; The Homestake proposal mndc on 25May98 
provided for an exehangc ratioof .0.675. 

' '  A Special tommitter: of independent directors of Prime was 
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S'eptembtx 30, 1998 cash flow from oprrn[ions increased 
$8,900,000 to $57,700,000 cu11lpilrt.d to thc same period in 1997. 
The iricrenses in both the cwrcrlt quarter arid yew-to-d:~[e cash flows 

WINE MONTHS ENDED SEPTEMBER 30 .  1998 
REVENUE 

1997 
$170,513,000 $157,390,000 

COSTS & EXPENSES 109,891,000 104,540,000 
NET INCOME 24,743,000 21,945,000 
EARNINGS PER S W  33C 29C 
WEIGHTED AVER. SHARES OUT. 76,074,000 76,074,000 

'TI-IIK U QUARTER PROFIT POSTED - Waltcr Segswortli, prcsident, 
Prinic Kcsources Group Inc.. 

rcports financial and production results for the three and nine month 
periods cnclcd 30Scpt98. Prime owns the Eskilv Creck and Snip gold 
mines located north of Stcwart in northwestcm BF.  Total production 
of gold and gold equ~valent containcd in orc. dore and concentrates 
incrcased by 10% to 150.263 ounccs in the third quartcr of 1998 
compared with 136.533 ounces reported in the third quarter of 1997. 
'Total cash costs. which include third party smelter costs. dccreased 
17% to US $144 per gold equivalent ounce compared with US $174 
pcr gold equivalent ounce in the third quarter of 1997. 

Revenues from gold. conccntratc and ore salcs in the third 
quartcr of 1998 were down slightly from 1997. lncreascd gold 
production and improved silvcr priccs helped offset the decline in the 
gold price. Primc9s avcrage rcalizcd gold pricc in thc quartcr 
decreased US $35102 to US $289 and the average realized silver pricc 
incrcased US 69e to US $5.22/oz conlpared to third quarter 1997. 

About 34% of sales revenue in the third quarter of 1998 was 
attributable to Eskay Creek silver production. The mine produccd 
2,800,000 ounccs of silver during the quartcr. compared to 3.000.000 
ounccs in 1997. 

Production costs and exploration cxpenditurcs dccreased by a 
combined amount of $6,500,000, reflecting reduced exploration 
activity and thc extra cliargcs incurred in 1997 to rcduce the Snip 
~ninc's conccntratc invcntory. Offsetting thcse declines were the 
rccopnition of a forcign exchange loss of $3,700,00?. on thc 
con~pnny's currency protection program. and the 6 1,266,000 write- 
down to market value of investments in mining securities. 

Thc combinctl cffectivc rate of incomc and mining taxes 
lncreascd to 67% for the quarter just ended compared wi.th 59% in 
1997. The highcr rate in the current quarter was caused by an 
;~djustmcnt of $1.000.000 relating to the completion of a Kevcnuc 
Canada audit for prior years. 

Cash flow from operations, heforc working capital adjustment, 
was $21.800.000 i n  the third quartcr ol' 1098 compared to 
1);16,400.000 in thc prior year's qunrtcr. For thc ninc months cndcd 

wcfe i\ result of increased production, higher realizcd silver prices arid 
lowcr production costs, offsct by lower gold prices. At 30Sept98 
Piinie had $2 l8,OOO.OOO in current working capital, including cnsh 
and short term investments of $?00,900,000. 

The Eskay Creek mine produced 70,857 payrlble ounces of gold 
and 2,820,000 payable ounccs of silver in the third quarter, 
equiv;llent to 121.965 ounces of gold, compared to 105,414 go!d 
equivalent ounces in 1997. Production froni thc new gravity1 
flotation mill, a lower silver to gold equivalency convmion ratio 
and 5% highcr gold grades in direct shipped orc accounted for the 
improvement in  gold equivalent production. Thesc werc partially 
offset by a planncd 18% reduction in direct ort: side tonnage. 

Total.,cash costs for the quarter, including third-party smelter 
costs, dcireasrd 169b:to US $138 per gold equivalent ounce at Eskay 
Creek compared to 1997. Increased gold equivalent production, the 
improved economics of using the new gravity1 flotation mill and n 
decr~asc in. !he Cdn. dollar to U.S. dollar exchange m e  were the 
primary reasons for the decline in cash costs: 

. Prime 'has pledged $500.000 and engineering services to assist 
the local First Nations community of Telegraph Creek in building a 
rccreationlmezting 'centre. 

. ,Gold production at the Snip mine was,28,29S ounces in the third 
quarter of 1998 as compared to 31,129 ounces in 1997. This 
production decline was due' primarily to a 4% decrcase in tons rnilltd 
and a'negative smclter adjustlnent rclnting to coricentratc sales in  the 
first six'nionths of 1998. Totid cash costs per ounce werc 18% 
lo \~cr  ht US 3173 in 1998 con~pared to US $210 in 1997. Extra costs 
incurred in 1997 to draw down a prior build-up of concentrate 
inventory. and a more favourable excllanpe rate in 199s contributed 
to the reduction in cash costs. 

Based on lJnn98 'proven and probable referves. calculakd 
assuming a US $325 gold price, the Snip mine is scheduled to cease 
production near the end of April 1999. Gold prices continucd to be 
below US $325 during the qumcr and if priccs do riot ilnprove, some 
of the remaining reserves may not be economic. As a result, the 
amortization and depreciation of the remaining capital costs 
continucd at an accelerated rate. 

Exploration expenditures were $2,800,000 during the third 
quhrtcr. of 1998 compared to $4,200,000 in 1997. Ihluced 
exploration . expenditures . rcsulted from the curtaiIment of 
exploration drilling at the' Snip 111ine and dtxrased activity by the 
Horncstake Canada Inc./Prime exploration joint venture. Eskny 
Creek and the surrounding area continued to be the primnry focus of 
exploration ac~ivity. During thc summer field season 72,000 feet of 

' I .  diamond drilling was completed in 90 holes. 'fargcts included the 
21C zone to the west of the main Eskay ore zones, the 21R zone to 
the south and the Pumphoust: zone to the cast. Preliminary results, 
particularly around thee21C zone werc viewed as encouraging. Data 
compilation and interpretation is expected by year end. 

On l lSept98 Primc reported that subject tu requisite approvals 
by Prime aild Homestake sharzhcilders, the hoard of directors had 
agreed with Honlestake 011 a revised cxcl~rlngc: ratio for the praposcd 
acquisition of the 49.4% of P~.ime not already owned by Homcstake. 
Under the term of therevised proposal, for each Prinic s l im owned. 
Prime fiareholdcr~ (other than ]{omest&e) would have the clloice of 
receiving 0.74 of a Homestakc share or 0.74 of a Honiestake Canada 
cxchnllgeable share:; The Honestake proposal made on 25MaygS 
provided for an exchange mtio'of .O.67S. 
" A Special Comnlitter: of independent directors of Prime was 
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trplwintzd lu revidw, considcr and report to the ful l  Board of 
Directors ol' Prirns on the terms of the proposed arrmgcment. Based 
upon 311 iidcpcndsnt valuation and hirness opinion, the reports of 
the indc.pcntlent geological consuliurlts and certain other consider- 
ations, thc Spccial Coinmittct: rscom~nended to Prime's board that i r  

; reromrncld to the minority shareholders of Prime that they accept 
; I Ionlcst;rkc's offer. 

An extnurdinary rrlettir~g of Prime sharel~oldzrs has been cilllsd 
for I DccN to consider a11d vote on the arrangement. To proceed. 
thc arranpeolmt will require approval by not less than 75E of the 
Prinlz sliares voted (including the shilies owned by Homestake) and 
by not less tliali two-thirds of [he Prime shares held by [he minority 
sharsholdcrs voted at the EGM. 

I 

1 

. . 
I Prime is completing a review of its computer based information 
and financial systems and has developed a plan designed to ensure 
that dl of these systems will be Year 2000 compliant. 

As a rcsult of the positive results in the first nine months of 
1998, Prime expects to meet its increased production target for 1998 
of 360,000 ounces of gold and 11,500,000 ounces of silver at an 
meragc tot31 cash cost of US $150 per gold equivalent ounce. .' 

Hoinestake Canada Inc., a wholly owned subsidiary of 
J-TOMISS'fAKE h.1ISTNG COMPAPU'Y [HM-NY 1). owns 50.6% of 
Prime's silnres. (SEE GCNL NO. 199, l6Oct98. P. 1 FOR PREVIOUS 
HOhlESTAKE TAKEOVER OFFER INFORh.IAIION) 


