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(REO-V ,Ti .  REOGF-Nasdaq) mlneral lzatlon present but no econoslc deposl ts 
i SAWTOSUM MINE PROJECT REVIEW -Larry Reaugh,CEO, provldes encountered t o  date. Exploratlon t o  find new reserves 

a project review of the ; on the Samatosum property contlnues a t  a cost  of 
Samatorum mlne located near Kaml~ops,B.C~~a jolnt  $1,000,000 per year. In the l a s t  2 months, grader and I 
venture between Hlnnova Inc. and Rea Gold Corp. Rea Gold tonnes In the Phase 2 benches utlned have been lower than @ 

acqulred the property and carrled out the In l t l a l  expected due to lack of contlnulty projected f r o m  one ' 
exploratlon retalnlng a 302 worklng lnterest  and a 52 thlck hlgh grade dlamnd d r l l l  Intersection. The I 

net smelter royalty. Mlnnova, 701 Interest ,  contlnued remalnlng ore tonnage has actually been a b i t  more than 
the exploratlon, designed, constructed and now operates planned but I s  lower grade due t o  hlgh dl lut lon 
the mlne. Wlthln the f l r s t  half of 1990 Rea Gold repaid essoclated wlth mining thln velns. 
I t s  operatlng loan of $2,500,000; has no debt and had Reconclll la t lon of a l l  mlnlng t o  date suggests a 
net earnings of $1,600,000 lrrespectlve of the negatlve 40% dl lut lon ra te  as agalnst a 30% dl lut lon ra te  In 
impact of a low s l l v e r  price and a high Cenadlan dollar. f eas lb l l l ty  plannlng as  the narrow velns a t  the top and 
The Samatosum high grade poylmetalllc mlne began product- bottom of the deposlt are  highly dlluted t o  avold 
Ion In Hay 1990 ahead of schedule and on budget. The mlne losses. The mllllng ra te  has been boosted 10% t o  
and mill were designed to  operate a t  422 tonnes per day, accommodate thls .  The open p l t  whlch was scheduled t o  
but a t  tlmes have operated a t  over 500 tonnes per day and be completed by the end of 1992 I s  now projected to be 
has conslstently operated a t  480 tonnes per day, whlch t o  completed sooner due t o  aforementioned ore  losses and 
some extent offsets  the varlance in the s l l v e r  prlce and e a r l i e r  startup. I f  the Phase 3 p i t  studies prove I t  I s  
exchange rate. The current s l l v e r  prlce I s  USS4.80/oz. economic, open p l t  l i f e  wlll be as  planned orlglnal ly,  
and the exchange ra te  I s  1.16 compared t o  the feas ib l l i ty  before the underground operatlon begins. 
projections of USS6.90 and 1.25 respectlvely. The open p l t  wlll be completed ahead of schedule 

MI11 star tup went hel l  wlth the plant a t ta lnlng because of the ear ly s tar tup and higher rnilllng rate. 
rated capacity with a minimum of s t a r tup  problems. Total metal productlon from the p l t  is  expected t o  be 
Metallurgical recoverles f o r  s l lve r ,  gold, copper and close t o  l n l t l a l  projectlons as  some of the ore losses 
lead have conslstently been accordlng t o  plan. Zinc t o  date have been o f f se t  by recent exploratlon. 
recovery I s  off plan but th l s  hasn't had a s lgnif lcant  McLennan P r o o e r k  
Impact on revenues. The mi11 produces three The 4 .loo-acre HcLell an cower property, 1 2  d l e t  
concentrates which are  sent to  four smelters In four s t h  of the Samatosum mlne, was acqu l red  In June. 
different  countries. Development of the open p i t  t o  Assays from grab samples In the l n l t l a l  showlng averaged 
productlon went well also, a s  strlpplng s tar ted only a between 4.252 and 8.651 copper and 0.58 t 6  1.0 ounce Per 
couple of months before mill s tar tup and the p i t  has ton s l lve r ,  wlth t races of gold, lead and zlnc. The 
supplled ore a t  above planned rates  t o  the mlll from the showing I s  near the contact of Baldy Bathollth granl tes  
s t a r t .  Ledcor, the mine contractor mobilized sufficient wl th Eagle Bay Fonnatlon volcanlcs. Phase 1 of the 
equlpment t o  s t a r t  the strlpplng qulckly In wet sprlng $150,000 program, a 31-km t o l l  samptlng program 
condltlons In Harch 1989 and gradually reduced the conducted i n  August, Indicates a 1,000 x 3,000-foot 
equipment as  strtppfng was completed fo r  Phase 1 and I s  zone, anomalous In gold and Zinc, t o  the north, and a 
now ahead of schedule fo r  Phase 2. Stripplng has been 2,500 by 3,500-foot area anomalous In copper t o  the 
on plan except f o r  removal of extra waste from a recent ; south. A program of geophyrlcal surveys and trenching 
s l i d e  caused by a cross fau l t  In the p i t  wall whlch I s  followed by dlarnond dr l l l lng  I s  planned f o r  the fa l l .  
now under control. Mining of ore I s  done wlth extreme ) . .. - - .  4.. 

care due to the hlgh grades of small ore shoots and the 
e r r a t i c  nature of the narrow velns. Ore benches are  ' 

mined i n  2.5-metre l l f t s  only on day s h l f t  and under 
s t r l c t  geological control. The operatlng cost was 
s l lght ly over plan i n  1989 as I t  was deemed prudent t o  
accelerate waste strlpplng t o  permit a smooth t ransfer  
from Phase 1 to Phase 2 In the p l t  In the spring of 1990 
a s  a few benches of loner grade ore and l ess  ore than _--.-- - - - . .-. 
planned ka;bi'"6n&mfgf$d " diti"1rig ' the 'chatfgeo~er. The -.-- ---- -CZC./---- operatlng. cost f o r  1990 has been s l lgh t ly  below plan. 

The d r l l l  Indicated, diluted ore reserve a t  s tar tup 
In May of 1989 was 774,000 tons a t  831 grams sl lver / tonr  P r o m  
1.6 grams gold/ton. 1.0% copper, 2.9% zlnc and 1.42 .IleP On the 30.000-acre Flap property, In south central 
lead. After,operatlng in 1989, the ore reserve a t  year B.C., sol1 samples were collected over 160 Iw of grld on 
end was 711,000 tonnes a t  831 grams sIlver/ton, 1.5 m 0  acres. h r e  assays are  pending, but prellmlnaw 
grams gold/ton, 1.02 copper, 2.6% zlnc, 1.4% lead. resul ts  are  encouraglng. Reglonal geo lo~y  consists of 
Exploratlon f o r  1990 I s  s t l l l  In progress. Results to  Nicola Group volcanlcs and sedlment Intruded by granl t lc  
date lndlcate that  the NU p l t  reserve wlll be larger  rocks of the Okanagan Bathollth. Prevlous ssmpllng and 
than expected and may be mineable as a Phase 3 p l t ;  a limlted diamond dr i l l ing  In 1988 of the I n l t l a l  14,500 
reserve considered uneconomic a t  the bottom of the p i t  acres delineated numerous gold targets ,  11-cludlng r 
In Phase 1 may now be economic, and a block of ore In quartz stockwork zone of 800 by 1,200 f e e t  wlth d r l l l  
the underground reserve can be upgraded from probable t o  - assays of up t o  1.614 ounces of gold per ton and 7.79 
proven. The Samatosum and Rea geological horizons have ounces of s i l v e r  per ton over 3 feet. (SEE GLNL N0.179, 
been successfully extended by surface d r i l l  lng iwl th  17Sep90, P.1 FOR INTERIM REPORT) 


