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May 23, 1961

Mr. M. R. Prestridge
P, 0., Box 613
El Paso, Texas

Dear Mr, Prestridge:

On May 19 I made an inspection of the activities of Arkota
Steel Company near Coolidge, Arizona. Messrs. Patrick H.
Feeney and K. J. Gustafson took me to the properties and
were most cordlial, I believe that Mr, Gustafson is one of
the participants in the financing of the project.

- I found that the mine and nearby magnetic separation plant
~ had been in operation for about one week. The Madaras ore
reduction plant at Coolidge is still under construction.

I doubt if this plant is in operation on the target date of
July 1; it looks like an additional four to six weeks before
it will be making steel.

Mr, Lindekugel (whom I did not see) is in charge of the
mining operations and magnetic plant at Owlhead. He 1s mining
from a nearby dry wash that is particularly rich in magnetite
sand. This area contains from 15% to 20% magnetite, whereas
the general average value obtained by drilling a large area
was 8,13%. Consequently they are taking "ore" that is much
better than the general average.

I was told that the magnetilc plant is producing concentrates
of the following quality:

Iron 68,00 %
Titenia  0.40 %
Phosphorus 0.13 %

The magnetic plant has a capaclty of 30 tons per hour but at
present 1s turning out only 14 tons. The trouble is in
either the crushing plant or the screens, and factory experts
were out there last week for the purpose of correcting the
trouble.

The machinery and equipment at the mine look good, and the
operation appears to be managed in a competent manner.




Mr. M. R. Prestridge - 2 - May 23, 1961

I was informed that the Madaras reduction plant is designed
for an output of 75 tons of steel per day and that this will
require 125 tons of feed derived from the magnetic separators.

The loose magnetic concentrate will be pelletized before
going into the reduction retort. This pelletizing machine
has not yet been installed, and I believe that Mr. Madaras
is now in the east to obtain one of its components.

The reduction plant, situated only a few miles north of
Coolidge and now only partly assembled, appears well-designed
and my impression of the job was favorable. A water-well to
be drilled to 500-800 feet 1s now being put down on ground
owned near the Gila River.

I was informed that the output of the presently-designed
reduction plant could be doubled by an expenditure of an
additional $125,000. I belleve that this they intend to do

if the plant onerates successfully. In the conversations

of Messrs. Feeney and Gustafson there was no intimation of
lack of adequate flnancing for present plant construction;
however, if the capacity were to be doubled, more money would
be required and a new participant might make his entry at this
point.

My ilmpressions were generally favorable, but it must be kept
in mind that they are extracting better than average ore, and
on the long pull they will have to get along with leaner
material going into the magnetic separators. They also must
devise a well thought out waste disposal scheme so as not to
have rejected gravel sitting on ore.

I suggest that the project be looked over again in early August
when the reduction plant should be in operation.

With best personal regards,

Yours Kij;grely
BT N
L, N. Pennebaker

ENP:me



Steel From Arkota Expected In Spring

Plant For Madaras Process Costs |
One-Fourth That For Blast Furnace
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WHEEREAS the Laassor has entered into certain agreements
-I& Henry J. Freaman and Rose Marie Freeman, husband and wife,

and Jack R. Freeman, doing business as Freeman Bros., a co-partnership,

and with Seldon D. Goff and Flora B. Goff, husband and wife; copies of 4]
which agreements, with relation to obligations of the Leasor on the pro- ‘
tection of surface rights of said parties, are attached hereto as ' |
: !ﬂmﬂ' B, sad
| WHEREAS the Lessor is obligated under and by virtue of
certain wnderlying sgresments by and between the original locators,
Black Hills Exploration and Development Co., Omega Mines, ., & :
Nevada corporatien, and Garpac, Inc., a Nevada corporstioa, to pay
wnderiying royalties om production (rom the hereinabove-described
mining claims in an amount totaling not in excess of $1.00 per ton; and '- -::_-';
WEEREAS the Lessor is obligated under and by virtue of the &
terms and provisions of the aforesaid State Leases to meke annual pay-
ments to the State of Arisona asd, in addition thereto, royalty payments ";
a8 provided i the said lssses from the gross production on State Lease *‘
- e
WHEREAS the Lesses is desirous of leasing and acquiring, by ‘

virtue of this agreement, all of the rights and interest of the Lesser in
and 10 the said clatme and properties above described for the purpose of
~ opersting the said mining propertiss and claims; and

WHEREAS the [.anses is willine ta assume, by virtas of th
."‘__ ) A I o gy

terma of this agreement, all of the obligstions of the Lessor under and
by virtus of the sbove-described leases and agreements, Sav

+ d A g g v, A s o g -
R . =



R W T T T —: PE———

oy ”  the wndlerlylng royaltia due o i origisal locators, Black Rills

R e——

Ra Mumhhpucmumw.(“;“”-“

R« o Sn
o wes L R LR e gy e e e ——————— . ot et ot

- S o 5 AR BT ] dal bt we
o f— -;4 =|_- "h'l;.f. ‘..;‘ .
BN T Ty b o S A
s o 4 0 " r -
S o R L b i

m md Devaicpross: . Omegs Mh'a. ., & Nevada
corporstion, end Garpac, hwc. - Nevada emnhn. which royaity
ohligations are to remain the - ligations of the Lessor; and | i

WHEREAS the Lazscr is the licenses of a certatn license 18
i
S - a4
right to the use of the Madarsr “rocess in the production of iron or :

| wnlnu the i<z ‘or may become indebeed to Julivs D.

Madarss for certatn royeliar; .
IT I8 TERREPOAE TRRESBY COVENANTED AND AGRERD

By end botween the parthes 2ot as follows: ‘ .

| 1. TERM: The Locsor does hereby lease and demise to the.
Lessse all of thoss sertaim w; . mied mining claime bereinabove de-
.ﬁ“. md as more particulery described in RXNIDIT A sttached
Regks , d‘hlww-zmaor-dn.lhmdldhrw.
title and tnterest mnder and 1 virtue of the aforesaid Btate Lonses and
the property therein deseriond [or a term of ninety-eight (98) ysars,

bogimaing wih the deis of Uia zxocution of this agreement snd terminsting

Rinety-oight 88) yoore theraner. SUBJECT, BOWEVER, to the renewal «
ﬂwbmm-ddvmumomuwéﬁmuﬁ g

other sction with rolation tior 20 as 1s required in order that the




The term "ton'', for the purposes of this agresment, shall
mean a long ton of 2, 240 Ibs.

The term "mined"’, for the purposes of this agreement, shall
mean ores exiracted, separated, milled or refined, or con-
verted into a salable economic product and shipped from the
demised premises, or shipped from the place where the ores
are last treated or processed into a salable product. :

The terms 'fines” or "concantrates”, for the purposes of this
agreement, shall mean ores or products which have not been
processed other than by extraction, ssparation or milling.

The terme "briguets” or "'pailets"”, for the nurposes of this
agreement, sbali mean the processing of c moe  taiss 'nin
bricks or brigqrets or pzliets by mesns of bindes s, X eazurs,
beat, or otherwise.

" The term "pig", for the purposes of this agreem =nt, ehall me s
oAy Rind or type of meinll. ‘ror or stael 0 whioh he euncen
tretea gir converiad )

i

Tha terms converted' or 'conversion', for the purboses of
this agreement, shall mean any change ar process of the con-

cantrates into a different form or metallic iron or stesl within

the Mate of Arisonas, orbynnyonmyormyh'uchtb :

Lesoes has a direct or indirect ianterest or qr«-m which is

2ot & bona fide arms-length agreement.

(b) Prices: The Lessse covenants and agrees to

assume and pay all royaltier and jovccntages 300 5 e tone doe oo
Southwestern Iron & Steel Indusirics, Inc. ae Lessee, or as iepaes
wnder those comtractusl agreements, incloding State Leases, as herein-
above eet forth. except the obligations due to the original locators,

Blask Hills Bxploration and Development Co., Omegs Mines, Inc., »

- .

B

B ; Nevada corporation, and Garpsc, Inc., a Nevada corporstion, 1 Lieip
m ornydmcduo.luuun luhr and by virte
ﬁl-. of the agreement of eqmmbcr 24, 1957 between Julius D. m

" .;gi!,'q,i{r i 4 it
4 . = ‘ -»l-';*" :L‘F.‘.h. 3 5



SOUTHWESTERN IRON & STEEL INDUSTRIES, INC,
"~ 1016 Valley ' .onal Building
Tuceon, Arizona

October 28, 1958

: : F. - Mr. Pat Feeney
: " Plerre
South Dakots

ot

linr Mr. Feeney

' You are heraby adviraed that in consideration of your expending not less

_5 than §3,000 00 in conducting market surve s ind tests in conjunction
with eveluating the = “~hainhiity of an econw . product the* can be pro-
duced from the compnny's properties prior (v january 1, 1980, the

company doer har by s-aat to you, untll sald daie, the privilege ol

_ sxsenting (he Minune 4nse and Agreement hereiofore prepared, with
Ta ) s modification in paragraph 3(c) on page $ thereof amending the said
| agreement to provide for minimum royalty or money paymenis com -
mencing five years /rom the date of the execution of the said Mining
Lesse and Agreement of not less than §135,000. 00 for each quarter.

. :fé.‘- . This cpu. agreemant i subject to the approval of a majority of the
| - board of directors c! ide compaay. 4

Yory traly yours, S

Southwestern Iron & Seel industries, inc.

By o/- SO e
Harley ﬁ Gralf, Fm_ﬂ:
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 and the Lessor; ail of whick o gations, ltabilities and sume dus snd
. payshle shall contiase to be the hiigations of the Lessor snd shall be
: pul. sstisfied and discharged by the Lessor. In addition thereto, the

Leasee shall pay to the Lasacr or oach ton of salabla nnhdggm«l

from ares, fines or "mm:ra"n !hgch hm ean v. be r‘;mmd
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prc.mozt)cportumrm Zawe 300,000 tons; §1. oop«mmm i
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next 800, 000 tona; udu wmmmmmnmmwgmm
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e} Mintzum Roysities: Commencing two years from

and after the date of the ewscwiien of this agreamant the Leassr 7 ug

1 :‘,, Sach Rrwe- mowil B S TEla e W Le pakd, 29 ralty DAY InIE 8
s
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hereinabove provided, or by Mmoaey payments, or & combination thereof,

not lese then $80, 000 00 psr goarter; sald payments to be made ca the 30th
e '
-ﬁ«* day of the month following cach guarter, at which time the Lessee shall pay

1:; to the Lessor the difforencs between the smount of royaliies theretofore
‘ paid by the Lessee to the Lessor for the previous three-month period sod

 $80,000.00, ¥ the scorasd snd paid royalties for the seid thres-manth
period amount to less then $80, 000.00.

() Guarnsteed Expenditures: The Lesses covenamts
d“nmnuw-mu.m-mm
u.-mndpn-uumuumm.ooo.n-unmwm

{130) days from the date of the sxecution of this agreement; aot lese them
9100, 000. 00 within twelve {13) months from the date of the exscution of
this agresment; and not less thaa $2300, 000. 00 within twenty-four (34)
monthe from the dste of the sxscution of this Wd. PR
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esaezsment work on the leasad claime and to kesp ©  came, hdm
the State Leases, in good sianding in every respect, ﬂbmﬂl'm
lovied and asscesed againat the said claims or improvements thereon,
M all sales or production tases which mey be levied anc wersansd
on the sald claima or sgelnat v porstion am s o 1;\-:le by tha

iesnss

¢. STOCK PILS: It is hereby scknowledged by and between
the parties hereto that there is a stock pile of concentrates on s part of the
leased premises which is not involved in this lease, and the Lessee 5 < ~
 moimterest fn or to the sald conesntratee by virtue o7 G provistons of thig
e

' . QPERATIMS;

ahove-deacribed claims.

(B) Throughout the term of this lease the Lessee
8g7008 10 furnish to the Lessor, won reqesst, coples of all artll logs,
mape end factual data obtained by the Lossee from ite exploretion and
operations wpom said properties. Lessee agrees that the Leasor may
Rave the right of laspection sad sampling at all reasosbie tines a8 to

| nﬂdﬁoﬁm“moﬁnmm‘wﬂ@dm*n—h—r“
" elaime, and that further, il of the Fecords of facteal dats with reference
to these clabms shall be open to inepection of the Lasssr =t all ressonsbl e
times. PROVIDED, ALWAYS, that any such m mcr

B
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Wn—munuummrudmmram“u f

shall be done ouiy st ressonsble times in such mernar as to inter’. "+ .

i the leest possibie manner with the Lessee’s operetions, and M u‘ .

activitise shall be at the soie expense of the Lessor. . ,
{c) The Lessee agrees 0 carry oa all explorstion ﬂ

ﬂnhuwamuthmnywﬁdw '
Pederal, State and iocal lave and regulations, acd specifically agrees to
canry workmen's componsation insurance, and ipntﬂedl,y agrees to ia-

ﬁnﬂtyu-mmnmmmmqnanuMolq
E mummcumuauwn-mm-
; e loased promisos,
e (4) Loacee shall have the right, e long as this lesse
;18 In offect. to subleass, acsign or otherwise transfer all or any part of |

!

49 "'* ‘nmmmma

i 8. WARRANTISE:

(#) Tk Lossor does Bereby warrant thet # has valid
,'Aﬂhunum«-m“. #s hersimabove more ipe-
| cifteally reforred to, om all of the claims descried on BXHIBIT A siached
é‘”. and does heredy warrant that it will pretect and indeaunily the

Lacsee qdllt any loss o “wpage (rowm aay h.ugn'ﬁ. ol DOSSSROTY (Ml ne

oo fractual title = and o 2be sald alalms,
‘ b) ’!hlunubuwwuh“
 amosnt dae oa all exderiying royalty and lease agresmenta, seve sod

" umoapt those dae the State of Ariscus, do not emesed One Doller ($1.00)
por tom of iroe ore concentraie.




(e) Th-Lumdnnhrﬁmdwb
mabe avallabls v the Lsspee all igreemants, location notices, mintng,
geological and engineering date. mape and Informe 540 ahich ¥ has whish
I any way pertaing to the iSARes, agre=mients o cloimas,
7. OTHER MINERALS: R {s covenanted and agreed by ar:
batween the parties hereto that #f during the term of this lease the Lessee |
, mines or ships from the loased premises ores nr minevals other than Usosa
otnsisting of iron cancentrates, as bereinsbeve more particularly described,
v the adid parties will enter into royalty agreemaents providing for the payment
1 o rqnltho on aay such orae or concentrates; and which royalties shall de
‘ h-wwwmmeﬂmmmwmﬂmmuchm
e Products shipped from the loased premises. | |
% | §.  ADDITONAL LOCATIONS: R is further covenasted and
F | 6700d by and between the parties hereto that If during the 1ife of this
“*vr gresment the Lessee locaice additional mining claime within ten (10)
::,’ 100 of the bouadery of any of the leased property, then sech slakms sball
! Govensats and agrees ot io locate aay elatms, *M.M.
.. wihin ten (10) -ﬂﬂdNMdhhﬂn“wt ¥

m'&ﬁommdmmm

| ¥. PAYMENT OF OBLIGATIONS: All bills and expenses -
; mbythnuuawtbuhplmwmhmuhm’
: ‘_.1' .‘bh“hﬂn.ndbyua’n’,'! _.




Umuownmltmormmhﬂdgumm
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thereof any such lien shall be estabiished against said premises. them the
mmwymwmdwum; and If sald Lessee
shall fail to do 0, then the Lessor shall have the right to pay off end

discharge the same and the sald Lesses hoids ftaelf liahle and bound to pay

J - .1 MR
o . :

to th m all sums 3¢ advanced or padd 13 « 2~ snid oremisce from

swch liere.

i the svent of violation, breach or defaul’ of

i10. DRFAULT:
the Leseses in ihe perfor™ amce of any covenant, provision or condition of |
this sgreement, 79 Loi- - Ll give tie Lesses written notice W. i I
and i the event any suck wiulation, breach or default {s not remedied and
the terms and conditions o/ t"is sgreemaent fully complied with in every
respect, and this lease rewtored to good standing within seventy (79 Jays
of the date of_t’o giving of such written notice by the Lessor to the Lessce,
then this lease and agresuent shall, at the option of the Lessor, without
. farther notice, conse and “stermine; and the Lessor may thereupon enter
spon th sald prem ises and dapossess all persons occiupying the same e

with or without force, and with or without due process of law. ; '5; -

11. NUTCE: Any notices required to be given under the terms
_ hereof by either party may be given by depowsiting the same in the registered
~ mafle of the Untied States, postage §



| : _',T
= “dlluchmucu shail be dnmod tonnhnlhuonh‘lhd

the deposit of the samae io auch registered mnil

b

, 1. NOTCE OF 1&}2{}:1&! The Lassen . -w;ﬂr pM '
On the Lrasel |, 7o evs -ices requicec oy the lams of (he Meve <!
Arizona, and to post st the collar of all working shafts, tunnels and
entrances to the mining pfcmtu-, and at all boardtng houses, on or
befcre the day the Lesses commences operations snd Yles in the office
of the County Recorder of Plaal O~ '+ A o s 30) dare
fror the date of t'i'e Jeasz, s ootice et sald oling Clauus wre being
operated by the Lacses and tiat the Lessor will not be liable for labor,
materfals or merchandiss furnished to or performed in the operation or
developms ent of sald mine or mining claims, and that th“uld mine -‘
Wining claims will not be Subject to a lien therefor.

18. mms LOCKOUTS AND carmm Al,th.

Merein provided foc e c ey o0 . o leried = dnctiion o ¢is
SETOS DELL Sl Lo deier e Sor such period of Wme dnrﬁ. which the

Lesees is unable to operets the said property by virtue of strikes, m.
8cts of God, ar other imervening ceuse beyond the control of the Lesses.
PROVIDED, BOWEVER, ihst this paragraph shall not be deemed to include
changes or varistions in the ecanomic cmdnmnnoflbcl.um"n’ ,

change in the market for the producis produced from the lomd’r-hn g

14. tjm:m,m ROYALTIES -~ PAYMENT BY LESSOR:

’r7!bmwlhdlymmomd grees 1o pay the under o e

| Mmu? Hills axpxg,

-10-




:-f'.‘ or other instruments by whicl the royaltiy obligetions accrue. LT A ;

; 18. RIGHT TO (MPROVEMENTS AND Eggm; Ris

'n - further covenanted and agreed by and between the parties hereto that there

~ shall be deemed incinded in the leased premises all of the equipment and

improvementa of every kind whatscever owned by the Lnu;r mum

 on the leased premises. It (s further covemanted and agreed by ard

. between the parties hereto that the Lessor contemuplates the poasible

repurchase of certain equipment now situate on the said premises {rom
Moore Brothers; and {f and in the event the Lessor reacquires the uﬁ
equipment the same may be ased by the Lessee for a period not hmm .
~of six (6) months without further compensation, during which time the

. Lessee ahall have an option to purcbase the said equipment for the amount

ol the rncquutwin cost to the Lessor in rescquiring the said property

- fromn Moore Brothers.

-

18. THIS AGREEMENT shall extend to and be binding upon
the heirs, euccessors and assigns of the parties hersto.
i7. IT 8 HEREBY COVENANTED AND AQREED that time 1s
of the essence iu this agresment.
[N WITNESS WHERBOF the Lessor has caused this agreemaent
10 be executed by its duly-authorised president, and Pat Feeney has
~ exscuted this agreement on bebal! of himself and hir associstes as Lesses

U of the day and year firy horolmbon urmen




mhhﬁo 1988, before me, the

Wotary mMMvn GRAFF, who
nmmmcoumpnucammumu&m

, INC., an Ariscos corporation, and that he, as s .
..brlud ootodo, executad the forego '

*;nl.bohﬂ!dﬁouumut-n!wﬁommm‘h-
unm-wmnonm.muyuqmm.

“WNotpry Pablic

)

Y es.
:

el

On this the day of before me, the
Notary Public, psreceslly mwxlmr. ‘L
hh.omba-::.uu&ur“tb"&
: dmoulmuhommbmhﬂ
Dohelf of himsel! md his necociates, being suthorised o to do, hh

and considerstion thereis expressed.
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| ' From:
Mr, E, N, Pemmebaker Ray L. Moore

ey,

Po 0. mx 817 Po 00 Box 613
To:|, Scottsdale, Arizona El Paso, Texas

SUBJECT

DATE

OWLHEAD IRON IEPOSITS, PINAL COUNTY, ARIZONA
. ] ] 9/9/60

MESSAGE

Deay. Mr, Pennebaker:

I ha ve just completed the first reading of your report da ted Sept. 7, 1960,
on the subject property, I believe that Mr, Prestridge intends that I assist in the
checking out of this deal, In addition to your report he gave me copies of some
data furnished him by Mr, Feeney, a mong which was a wet=process reproduction of
and un%ﬁgd and unsigned “MINING LEASE AND AGREEMENT® between SouthwesternIron &

Stee tries, Inc,, Lessor, and Pat Feeney and Associates, Lessee, This is -
probably the original lease which you did not see and by reason thereof > make

some gssumptions and qualific your report, Hence, I made a ThermoFax
copy of it, which is encloudfﬁom -

The "ton" referred to seems to be a long ton, and the royalty would seem
to be based on the finished product sold, However, there may be some question
about that if such final product is produced off the property, Exhibi ts “A" a nd

¥B® referred to in the instrument were not attached to the copy in Mr, Prestridge's
file.

Best personal regards,

Le Moore

%%’%Z% S o

REPLY DATE OF REPLY REPLY TO %




From:

o ¥r, B, N, Pernebaker Ray L. Moore
P.o.hm P.O.Mm
To:|, Secottadale, irimna El Paso, Texas
®
SUBJECT ' \ 8 me DATE
OWLHEAD IRON [EPOSITS, COUNTY, AFIZORA 9/o/60
MESSAGE
Deay Mr. Pemnebskers:
zunmuqmnmmm«mma:wm.‘z.m&.

= REEIRLE DATE OF REPLY
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OWLHEAD IRON DEPO3IITS

VAl COUNTY, ARIZONA

September

196C

2

. N. PENNEBAKER
CONSULTING GEOLOGIST
SCOTTSDALE, ARIZONA

E
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Excerpts From

WESTERN-KNAPP ENGINEERING CO. REPORT

Owlhead Iron Deposits

Pinal County, Arizona

Mey 25, 1960




CONCLUSIONS

1. The costs estimates show the following cost/ton of concentrate:

Concentrate Production

Rate TPD 1000 T000 00  LO0 150 PILOT

Wet Dry Wet Dry Wet
Treatment Cost $3.67 $3.67 $4.5225 $4.52  $8.L
Hau1&ge Cost 10 4 10“-)-'. i B 1.?‘.}.} 1.’4&

Depreciation & Interest 1.3827 _1.27 1.8878 1.80 545
Total Cost $6.4,978 6.38 7.8503 7.76 15.41

a. While the dry plant shows a slightly lower total cost re-
flecting the least cepital costs, treatment costs including
the operating costs, labor and power are virtually the same
for wet and dry cleaning plents.

b. The 1000 tpd wet cleening plent requires the expenditure of
about $370,000 for el7 mile water line which is not required
for the 1000 tpd dry cleaning plant. The increased costs of
the ball mills end dryer for the dry cleening plant just
about equal the costs of the water line.

5. The costs shown above are for the recovery of 71 pounds of iron
(Fe) per ton of ore treated. At the present prices quoted for
iron ore the 1000 tpd treatment plant appears economically
justified on the assumption the ore body contains 71 pounds
of recoverable iron (Fe) per ton of ore. I wish to emphasigze
that sn extended sampling program 1s required to determine the
actuasl smount of megnetic iron present in the average ore body.
The sampling and testwork conducted during March and April 1960
established this figure of 71 pounds of iron as the probeble
recovery possible for the 27,000 tons of ore treated. The
sempling of this tonnage appears to be reliable. No attempt
was mede to thoroughly sample other parts of the ore body.

3. There does not sppear to be any technical or mechanical problem
related to treating the ore by the flowsheet 660-1G with finsl
wet clesning, except the possibility of wet ore during rainy
periods. This water in the ore can end has, caused blinding
of 5 mesh screens. Proper mining techniques can provide for
draining any particularly wet ore in place.

With our present information concerning the occurrence of the
ore, size distribution and moisture content, screening at /4"
ahead of the rough magnetic separation is readily accomplished.
The minus 1/4" undersize from the screens even though damp is
emeneble to trestment s outlined on flowsheet 660-1G, with
final wet cleaning. :



Conclusions (Cont'd)

b

Se

We have insufficient information to predict if the magnetite
cen be concentrated dry to give less than 1.0% TiOp in the
finished product.

Wet final cleaning on laboratory scale has demonstrated that
2ll the ores investigated can be concentrated to give a
premium grade product containing from 0.5 to 0.91% TiO02.
Other impurities such &s As, Cu, Ni, Pb, Zn, are virtually
all rejected by the wet cleaning methods. Phosphorous is
present to the extent of 0.05% and S to the extent of 0.01%.

The grade of iron in the concentrates made on laboratory scale
wet cleaning varied from 69.0 to 70.0% Fe. TiOp as above, and
S10, end Al,05 constitute the balance with & ratlo of $102/A1703

of about l/1.

A few samples of ore teken from various different locations of
the ore deposit all showed virtually the same chemical end
physical characteristics. All were anenable to treatment by
the methods outlined in this report with overall recovery and
grade as outlined above.

Wet cleaning of the magnetic concentrates would not be re-
quired provided s market is found for concentrates containing
between 2% and 3% Ti05.

Dry cleaning without fine grinding will produce an iron con-
centrate containing 2-3% Ti0Oo and up to 66% Fe. A considerable
saving in treatment costs could be made if a market is
developed for concentrates containing 2-3% TiO2.

The optimum production rate of concentrates has not been
accurately established but it eppears to be in the order of
1000 tons per day.



1000 TPD

SELLING PRICE FOR Fe CONCENTRATES DELIVERED

at Florence, Arizona

WET CLEANING

PRICE

PER SHORT TON

OF CONC.

Concentrate Haulage

Treatment Costs

Profit Desired before Income Tax
Sub Total

Amortization end Interest

Proposed Price

QOO TPD
WET NG

Concentrate Haulage
Treatment Cost
Profit Desired Before Income Taxes
Sub Total
Deprecistion, Interest and Amortization

Proposed Price

1.4400
3.6751

2.,0000

7.1151
1.3827
8.4978

1.4400
5205

20000
7.9625
1.8478

9.8103



Indicated Reserves

Metallurgical studies indicete that approximately 18 tons of
6% gravel must be mined mad processed to obtein one ton of
magnetic concentrate essaying 60% metallic iron.

Using & celculated weight of 3287 pounds per dry bank yard end
assuming a metallurgical recovery of 80%, this would be equiva-
lent to 10.95 bank yards per ton of 60% concentrate.

To obtein the equivalent of one ton of concentrate, sn area of

296 square feet would have to be excavated to a depth of one

foot. (10.95 x 27 cublc feet per cubic yard). On this basis, one
square mile conteins 9,000 tons of concentrate~-equivalent for esach
foot of depth (5280 feet squared and divided by 296). From this,
the following table has been prepsred. Note that these are "order-
of -magnitude” figures onlg end are subject to revision depending

on TiQp content and on product specifications regarding contained
Ti02. "Also, the accuracy of these figures 1s commensurate with

the accuracy of the sampling program recently conducted by the
client.

INDICATED TONS OF 60% CONCENTRATE PER SQUARE MILE

DEPTH IN FEET TONS
1 oly, 000

5 471,000

10 92,000

20 1, 88l, 000

Lo 3,768,000

60 5,652,000
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Submitted to Mr. M, R, M”M’
September 7, 1960,

B, N. PENNEBAKER
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An extensive occurrence of magnetite-bearing sands and
gravels is found along U. 5. Highway 80 between Tucson and
normu; This is spproximately 45 miles northwest of Tucson
and 26 miles southeast of Florence, where there are Southern
Pacific Railroad connections arrived at over paved highways.

The nearest railroad line, however, is at Red Rock, soms 15 miles
to the southwest, presently reached by a very poor dlrt road.

The town of Coolidge, near the Gila River and some 12 miles south-
west of Plorence, is a possible industrial site also served by

the Southern Pacific Railroad. _ |

A branch line of E1 Paso Natural Gas Company crosses the
property, and electric power is also avallable.

The writer made a very brief inspection of a small part
of this magnetite~bearing placer deposit on August 3, 1960, in
company with Messrs. J. U'. Madaras, Marnel Lindekugel and Pace
Foster. This quick viewof the property was supplemented by study
of two comprehensive reparts. One of these, dated August 20, 1987,
is by Mr. 0, A. Sundness, an eminent iron mining engineer of many
years' experience., This report covers shallow drill hole explora-
tion of a small fraction of the magnetite-bearing ground, metallur-
glecal iuuhg of the samples, and an estimate of the Stonnage
revealed by this drilling.



A second available report is by Western-EKnapp Engine-
eoring Company of San Frencisco, dated May 25, 1960. This prdaonh
a study of metallurgical tests, economic factors, and plant de-
sign. It 1s based on test work by this company R g
pilot plant operations. ; :

The following remarks are largely based on these reports
and on discussions with Messrs. Madaras, Lindekugel, Foster and
Sundness.

: PROPERTY

At the time of the Sundness report (August 20, 1987),
the property was stated to consist of 4,160 acres made up of
sections 1, 2, 3, 4, 5 and 12, along with the north # of Section 11,
in T88; R18E Gila and Salt River Base and Meridian, '

We are now advised that the property has been expanded
to include all of T8S; Wi2E (some 23,000 acres) plus other adjacent
holdings of about equal amount %o give a total of around 43,000
acres, or about 70 square miles. The property now is u:ld to be
situate in Townships 7 and 8 South, Ranges 11, 12 and 13 East.

The writer was informed that this ground is held as une-
patented association placer claims, of which 13,000 socres are
covered by claims on State Land. This imposes a considerable
annual financial burden for u/sumat work, the actual amount
depending upon the precise number of claims involved. Frobably
this is in the neighborhood of not less than $20,000 to $25,000,

It is the writer's understanding that these claims are
held by Southwestern Iron and Steel Industries, Inc., which corpor-
ation has recently leased these to Patrick Feeney snd associates
under the terms of the Supplement Agreement, a copy of which
accompanies this report.
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GEOLOGY

The "ore" in the area of interest consists of magnetite-
bearing ssnd and gravel. It makes up an alluvial plain that is
traversed by several large dry washes whose general course is
westerly.

The material containing the magnetite is an unconsoli-
dated, cross-bedded alternation of fine sand and fairly coarse
gravel. As described by Sundness the magnetite was deposited
"in a non-uniform and irregular manner with worthless, slightly
MOL8teeocess8ilt, sand and gravel.cs.s«.." Magnetite occurs in
rich streaks, layers and lenses where it is "dry, high grade, and
free running......", making it very difficult to obtain an accurate
sample. The magnetite is everywhere fine-grained. Pebbles in
the gravel seldom exceed four inches in diameter.

The source area lies to the east, where mountains are
composed ot‘ granite and schist that contain very minor amounts
of magnetite. This has been freed by erosion and rock decomposi-
tion and carried westerly where it was concentrated and deposited
in the area of interest. Here it occurs as ilrregular small bodies
in send and gravel in amounts that give a general average iron
content of about 5% to the mixture, and the mixture is such that
the entire body must be mined in order to win the magnetite.

One troublesome feature is the irregular cementation of
parts of the sand end gravel by a limy material called "caliche”.

As & result of his sampling procedure, Sundness advises
that much of the ground sampled is of a hard, cemented nature.

In addition to this, there is evidently a loecal, roughly horizontal
hard cementation by caliche. This is reported from depths as

R - = . TP



shallow as 15 feet. The extent of its development in the area
has not been determined.

Sundness reports that the magnetite-bearing sands are
very dirty where encountered away from the washes. The se {mpuri-
ties consiast of attached particles of quartz and feldspar, and the
magnetite grains are coated with earthy limonite no doubt derived
by oxidation of the magnetite grains. Because of this a considerable
amount of uea is lost in the treatment process, and the extent
end variation of this contamination at depth has not been determined.

The Sundness exploration campaign covered about 10 square
miles where 57 holes were drilled, all but one to a depth of 28
feet, and generally sampled to a depth of 26 feet. These holes
were located at # mile intervals on a grid 2 miles wide and rumning
for & miles to the east., In addition there are 15 other holes
drilled at random locations on the southwest.

It is evident that great care was exercised in the drilling
and sampling of these holes under Mr. Sundness' supervision. Holes
of 40-inch dismeter were bored and then cased with slotted iron
culverts, the samples being cut through these slots to prevent
salting. The actual sample cutting was performed by a man lowered
into the hole on & bosun's chair.

Sample intervals of 5 feet were employed, giving a sample
volume of ,5856 cubic feat.



The entire sample was weighed and then was put over a
g-Mesh screen, In this manner the coarser material, rarely four
inches or more in dismeter was dlscarded. The smount of material
thus elimineted was determined by weight %o be the following.
This is a general average for the entire area tosted,

S-liosh Oversize 6-lesh Undersize  Total
Average 41.1% @ 3.08 £ Pe 58.9% @ 6.565 § Fe  100.00 @ 5.09% PFe
High 44.7% @ 3.60 " 61,04 @ 6.96 "
Low 39.0% @ 2.96 ° 55.3% @ 7.81 "

Thus about 405 of the material was eliminated from
further handling. This reject contains a substantlial amount of
iron that can be recovered, but it hes not yed been established
that 4t can be done at a profit.

YR ¥ S L8 I ¥ 53
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The welght per ocubie foot of materisal in placs waa
estimated to be as follows:

Average 120 1bs.
High 135 1bs.
Iow 100 1bs,

It is stated that the density varles more with the
physical characteristics of each S-foot sample than 1t does with
the iron content. '

From the foregoing, Mr. Sundness derived the following

general averages:




18,66 ou. ft. in placed equals 1 long ten
16.66 " . " » ” 1 short ton
There are 1.45 long tons in each cuble yard
There are 1,62 short tons " " v "

Moisture Content
The molsture content of the 6-Mesh undersize was found
to be generally low, the average being 2.0%.

The 6-llesh undersize material was dried in the University
of Arizona School of lines laboratory. It was then subjected to
dry magnetic separation to produce a "Dirty Concentrate” contain-
ing, if possible, all of the magnetic material in the é-Mesh under-
size. This gave the following results for the 10 square miles
testeds

Fraction Ciraction -
Average 15.8% @ 28,17 % Pe B6.8% @ 3.00 £ Fe 100 @ 6.53 % Pe

High 16,47 @ 24.48 " 88.89 @ 5,83 *
Low 11.2% @ 26,21 * 85.8¢ @ 3.56 "

From this we determine that, on the average, 8,137
(18.8% x 58.9%) by weight of the total material in place goes into
the ‘*ﬂim magnetic concentrate™. It will be noted that here we
have a very substantial loai: of none-magnetic iron (which has been
determined to be in the form of limonite).



The "dirty concentrates” were ground to 80 and 150 mesh,
and the products were further separated by the wet magnetloe
method, with the following average rosults for the tobtal area
teated,

Magnetic Concentrate

gT10p 2P E8

Average 356.6% @ 65.68 & PFe 1.48 0.078 0,009
High 41.1% @ 6v.62 " 2,00 0,084 0,028
Low 51.4% @ 64,7¢ " 1.01 0.065 0,008

Prom which we derives 38.5% x 8.13% is 2.80% recovery
of iron from total sand and gravel dug.

tic Concentrate
Magne s

gmog S2 %3

Average 54.8% @ 67.18% Fe 0,86 0,047 0.007
High ey 38,45 @ 68,068 " 1.08 0,072 0,011
Low 28.0% @ 66,.35% " 0.50 0,034 0,008

From which we derive: 34.2% x 8,138 1s 2.78%
recovery of iron from total sand and gravel dug,
but the amount of contained titanium and phosphorus
has been substantially lowered.



My, m-t ;htu in his report (page 14), "With
drill holes spaced ¥ mile spart and samples taken to only 28
foot depth in this 10 square mile area, no accurate estimate of
recoverable magnetite can be made, However, since some approxi-
mate figure must be developed”, he arrives at the following

approximation as a yard stick:

1 acre contalns 43,660 8q. £4. of sand in place
to a 85 ft. depth 1,000,000 ou, £%, * % %" =
@ 120 1bs/ou. ft. 130,680,000 lbs. .M .
8240 1lbs/long ton 58,339 tons R N

& average magnetic
recovery, as derived,2,8% 1,692 tons magnetite @ 65§ Pe

on 40 acres 67,680 " " ® .

on 640 acres(l sq.si.) 1,082,880 " " oo

Area sampled(10 aq.ni.) 10,828,800 " " " on
%o 25 ft. depth

In other words, thias approximation indl cates about
1 million tons of recoverable msgnetite assaying 66% Fe for each
square mile to a depth of 35 feet, based on the average magnetic
recovery of 2.9%.

With a dailly production of 1,000 tons of concentrate per
day this smounts to a life of about 30 years.

Mr. Sundness has selected an area in the southerly part
of the 10 square mile area tested as being richer than the average
and sultable for an open pit. The ostimate here is for a recovery



of 4,36% of magnetite vs. the general average of 2,9% (or about
974 va. ;gf 1bs. recoverable magnetite per long ton of sand and
gravel in place)., He estimates that this richer section will
provide about 8 million tons recoverable magnetite from 5 square
miles %o a depth of 85 fest. At production rate of 1,000 tons per
day of product, this would last for about 24 years.

These are as follows:

1, His study has proved that this placer deposit con-
tains a magnetite content of varying emounts, which can be pro-
cessed by fine grinding and wet magnetic separation into a very
desirable product with no deleterious components.

2, The continuity at depth has not been proved below
25 feet, but one hole that goss to 43 feet shows that iron units
from 285 to 43 feet were nearly double the units from 0O to 235 feet.

$. No local supply of water has yet been developed.

4. It may be poassible to recover some iron from the
screened oversize, um. tests should be made to determine the
economic feasibility of treating this fraction.

5. An economic study should be made of the Wt desirable
separation point in the screening operation. :

Western-Knapp Engineering Company of San Francisco lssued
a comprehensive report under date of May 85, 1960. This presents
a study of metallurglical tests, economic factors, and plant design.
This veport was available to the writer for a short time only, and
the following conclusions and excerpts were taken from it,.
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The locality tested was spparently in the westerly part
of the higher grade area pointed out by Mr. Sundness. Here
Western-EKnapp obtained a recovery of 71 pounds of iron per (short?)
ton of ore treated, and its figures are based on this amount,
vhereas the Sundness general average figures are based on 2,9%
regcovery or 65 pounds of magnetite (47 pounds of metallic iron)
per long Son., Consequently the WesternsEnapp reserve estimate
per square mile is mueh larger than the Sundness figurs.

The Western-Knapp conclusions are quoted as follows:

1. The coet estimates show the following ecost/ton of
oonmhtru’ao:

Concentrate Production

Rate TPD ~ 1000 1000 400 400 180 PILOT

Wet Dry Wt  Dry e
Haulage Coat 1l.44 l.44 1.44 l.44 l.44

Depreciation & Interest 1.3827 1.27 1.8878  1.80 5.54
Total Cost  $6.4078 €.38 7.8508  7.76 16.41

a. While the dry plant shows a slightly lower total cost
reflecting the least capital costs, treatment costs in-
cluding the operating costs, labor and power are virtually
the same for wet and dry cleaning plants.

b, The 1000 tpd wet clesning plant requires the expendi-
ture of about §370,000 for a 17 mile water line which is
not required for the 1000 tpd dry clesning plant. The ine
cressed costs of the ball mills and dryer for the dry
cleaning plant just about equal the costs of the water line,

2. The costs shown above are for the recovery of 71 pounds
of iron (Pe) per ton of ore treated. At the present prices
quoted for iron ore the 1000 tpd treatment plant appears econ-
omically justified on the assumption the ore body contains 71

- pounds of recoverable iron (Fe) per ton of ore. I wish to
emphasize that an extended sampling program is required to de-
termine the actual amount of magnetic iron present in the
average ore body. The sampling and testwork conducted during
March and April 1960 established this figure of 71 pounds of
iron as the probable rscovery possible for the 27,000 tons of
ore treated. The sampling of this tonnage appears to be reliable.
No n;:zapt was made to thoroughly sample other parts of the
ore Yo
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3. There does not appear to be technical or
mechanical problem related to treating the ore bg the flowgheet
660-1C with final wet cleaning, except the possibility of wet
ore during rainy periods. s water in the ore can and has,
caused blinding of 5 mesh screens., Froper mining technigues
can provide for draining any particularly wet ore in place.

%ith our present information comcerning the occurrence of the
ore, size dlstribution and moisture content, screening et

1/4" ahead of the ro magnetic separation is readily accome
pliashed. The minus 1/4" undersige from the screens even though
demp is amenable to tresiment as outlined on flowgheet 660-1G,
with final wet cleaning.

t:; Ve hbu:o muriic:cgt mionlu »:::nui 01; ;?_
magnetite can be concentrate 0 give less .
in the finished product. -

Wet final cleaning on laboratory scale has domonstrated that
all the ores investigated can be concen trated to give a
premium grade product containing fvom 0.54 to 0,91% Ti0g,
Other impurities such as 4s, Cu, Wi, Pb, are virtually
all rejected by the wet cleaning n‘hoda., Phosphorous is
present to the extent of 0,05% and 8 to the extent of 0,01f.

The grade of iren in the concentrates made on laboratory scale
wet cle varied from 69,0 to_ 70.0% Fe. *ﬂ.oa as above, and
s;oammg 2 Oz constitute the balance with a ratio of 8108/A1203
of apou .

5. A few samples of ore taken from various different
locations of %he ore deposit all showed virtually the same
chemical and physical characteristics., All were amenable to
treatment by the methods outlined in this report with overall
recovery and grade as outlined above. :

6, Wet cleaning of the magnetic concentrates would not
be required provided a market is found for concentrates containe
ing between 2% and 3% Ti0g.

Dry slsaning without fine grinding will produce an iron cone
centrate eonhd.n% 2-3% Ti0g and up to gof Fe., A considerable
saving in treatmnt costs ¢ be made 1f & market is developed
for concentrates containing 2-3% T10g.

7. ‘The optimum production rate of concantrates has not
been acourately established but i% appears to be in the order
of 1000 tong per day.

(End of quotation)

The following excerpt gives the production cost of mage
netite concentrate plus a profit of §2.00 per short ton, as derived
by Western-Enapp. The gquotation is as follows:
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SELLING FRICE FOR Fe CONCENTRATES DELIVERED
at Florence, Arizona

Concentrate Haulage 1.4400

Treatment Costs 35,6751
Profit Desired before Income Tax -2.0000
Sub Total 7.1151
dmortization and Interest 1.588%7
Proposed Price 8.4978
400 TED
SET CLEAN
Concentrate Haulage 1.4400
g?.?:?ﬁffam before Income Taxes _&;ﬁ
gub Totel 7.9625
Depreclation, Interest and Amortization 1. 8478
Proposed Frice ©.8108

{End of quotation}

To the above should be added the royalty of £0.80 to
$1.00 per ton of concentrates.

The folluwing excarpt from the Western-Enapp report
glves the indlcated tons of recoverable concentrate in a square
mile. This is based on results obtalned in the area tested by
Western-~Knapp, which is richer than the general average obtained
by Sundness. Also the grade of concentrate is 60%, compared to
the 65% used by Sundness, and apparently the tonnage is expressed
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as short tons. The guotation 1s as follows:
[CATED RESERVES

Mallar{i.m studies indicate that spproximately 18 tons of
6% gravel must be mined and processed %o obtain one ton of
magnetic concentrate sssaying ¢0% metallic iron,

Using a cmloulated weight of 3887 pounds per dry bank yard and
assuming e metallurgloal recovery of 80%, this would be equiva-
lent to 10.96 bank yards per tom of 604 concentrate.

To obtain the equivalent of one ton of concentrate, an area of
2906 s e feat would have to be excavated to a depth of one
foote: {10 427 oubic feet per cublc yard). On this basis
one square mile contalns 94,000 tons of concentrate-qquivalen
for each foot of depth (6@8@ feet squared and divided by 296).
Prom this, the following table bas been preparsd. Note that
thes. azre "ordereol tude” ttgw only and are subjeot to
revision depending on Ti0z content and on product specifications
- regarding contained TiOg. Also, the accuracy of these figures
is commensurate with the accuracy of the sampling program recently
conducted by the client.

Baged on the foregoing reports, various discussions,
and the writer's very brief inspection of the ground, the follow-
ing comments are offered:
QENERAL

There 1s a vest amount of iron in the area under ocone-
sideration, but exploration to date is inadequate to prove the
extent, depth, tonnage, and average recoverable iron content of
the entire deposit. '



DEPTH

Drilling end sampling in a 10 square mile tract of the
70 square miles controlled hes been to a depth of 285 feet, except
for one hole to 45 feet, The latter showed iron velues much
improved at depth, but the results of this one hole do not yet
warrant extension throudzonﬁ. the entire property.

At present a deep hole in search of water is bam
drilled by 2 Covernment sgency & short distance off the northeast
side of the highwaey. %To a depth of over 400 feet this shows sube
stanbial amounts of magnetite, but the water well samples are not
suitably taken to provide en asccurate cstimate of fhe amount of
magnetite in place at dspth. Below 400 fest in this hole, magnetite
persists but is assoclated with somewhat more clay. Iron was
still sbundant in the bottom of the hole on August 30, which was
at about 650 feet, The results of this hole are generally en-
couraging, bus how far laterslly its results can be projected is
problematical. '

In about 1949 Magma Copper Compeny drilled a number of
deep holes in this area in search of copper. It ls rumored that
a considerable thicikmessof iron<bearing send snd gravel was cud
by these holes.
GRADE

The Sundness drilling showed the crude sand and gravel 7
to average 5.00% iron (Fe) in the aree teated, of which 2.9% of the
eotnli:?mhzmd uwtf&}::‘bnn recoverable. About half of the
tract, amounting %o & square miles, was richer, with an sstimated
ﬂ'@ﬂﬁﬂbh magnetite content of 4.36%. The Western-Knapp resulte
are based on a 6% (Fe?) gravel from which 71 pounds of iron per
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(short?) ton were recovered.

The above make it evident that there are substantial
variations in the recoverable magnetite content of the sand and
gravel in various nearby aregs, and that more drilling is needed
to outline the tracts where operations might be profitable. In
discussions the writer was adfu.é that several promising areas
are evident by visual examination and that certain dry washes are
locally far richer than the average. There is also the suggestion
that the magnetite may be replenished in a "mined out"™ wash by
subsequent rainwash and flash floods.

It 1s obvious that the drilled srea needs more end deéeper
holes at closer spacing and that drilling should be carried into
adjscent areas. The amnual expenditure for assessment work can
be used to advantage %o help accomplish this.

The drilling exploration technique employed by Mr. Sundness
is admirably suited to this testing, but 1t is undoubtedly expensive
and the depth %0 which this type of sampling can be carried is
problematical.

It might be desirable to drill experimental auger holes
along-side the Sundness holes snd alongside operating excavations
in order to try to develop an empirical factor relating the quickly
and cheaply taken suger samples to recoverable magnetite.

Regardless of the type of exploration employed, it should
be under ¥r, Sundness' experienced direction.

RESERVES

There is considerable difference in the amount of re-

coverable magnetite in an average square mile as estimated by Mr.
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Sundness and by Western-Knapp, but the bases of their estimate

are somewhat different in a number of respects. The range is

from about 1 million to 2 or move million tons of recoverable
concentrate per square mile %o a depth of 25 foet, and the problem
is to select the richer tracts for initial production.

Western-Knapp concluded that at present prices quoted
for iron ore, the 1000 toms per day treatment plant sppears econ-
omically justified on the assumption that the ore body contains
71 pounds of recoverable iron (Fe) per (short?) ton of send and
gravel in plaoce.

Consequently a pilot plant type of operation at a much
smaller concentrate output per day will necessitate a richey
magnetite-bearing sand for a profitable operation. lFeeney, Lindekugel
and assoclates belleve such is available at certain localities.

There are two hazards to watch out for, neither of which
can be properly appraised at present.

One is the amount of ground cemented irregularly at depth
by hard caliche, An sbundance cx this material could seriously
~ interfere with low-cost mining.

The other is the amount of oxidizastion of the megnetite
grains laterally and at depth, which would affect the iron recovery
by the magnetic process.

TITANIUM CONTENT

The writer was advised that the titanium content can be
reduced satisfactorily by sufficient grinding and dry magnetic
concentration.



Pilot plant recovery operations have recently been cone-
ducted at the property and these have produced a subsbtantial pille
of good«looking magnetlc iron concentrates.

Feeney, Lindekugel end assoclates have recently leased
the property from Southwestern Iron snd Steel Industries, Inec.,
under the terms of m Agreement and a Supplement Agreement. The
writer has not seen a copy of the original Agreement, but ‘u copy
of the recently executed Supplement Agreement is attached as an
appendix to this report. As provided by the two agreements, it is
the writer's understanding that the royalty paid by Feeney,
Lindekugel and assocliates shall be 50 cents per ton of concentrates
for the first 200,000 tons and then §1.00 per ton from there on out.
(The original Agreement should be checked to determine whether this
is on a long ton or short ton basis, and to make sure that it is
based on concentrate production of a specified grade.)

Feeney, Lindekugel and associates propose to produce msage
netite concentrates from the property and to reduce them to sponge
iron by the so-called Madaras process. For this purpose they have
contracted with Julius D. Madaras and Madaras Corporation for use
of the process and for a certain ore reduction pilot plant now
at Longview, Texas. A copy of this agreement (which was signed by
Lindekugel and Madaras in the writer's office on September 1, 1960)
is attached as an appendix to this report.

It will be noted that as a condition of this agreement,

a corporation to be set up by Feeney, Lindekugel and assoclates
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shall have an exclusive right to license the use of the Madaras
process in Arizona (only), provided:
1. @Southwestern Iron and Stesl Industries, Inc.
assigns its license to use and sub-license the
Madaras process to this corporation, and
2. That, after two years, only as long as the new
corporation "expands production and adds faclilities.....
...-..ai long as a profitable market develops for :
sponge iron or pig iron or steel”,

This requirement of continuous expansion could prove
burdensome and should be modified.

NEBAKER CONCLUSIONS
It is difficult %o analyze the property and the project
at the present stage of its development. The writer is generally
optimistic but inclines to the view that a small-tonnage pilot
plant for concentrate production may turn out to be & high-cost
operation.
Nevertheless, the showing is so large that it warrants

adequate exploration and investigation.

fﬁw

E, N, PENNEBAKER

Scottsdale, Arizona
September 7, 1960

%a
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SUPPLEMENT AGREEMENT
BETWEEN
SOUTHWESTERN IRON AND STEEL INDUSTRIES, INC.
AND

PATRICK FEENEY AND ASSOCIATES

DATED JULY 14, 1960.
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 INDUSTRIES, INC., an Arizona corporation, lessors, and PATRICK
 FEEWEY and associstes, hereinafter called lessess, umnﬁ:

of vhich is attached hereto and msade a party hereof; and,

are -bh to fulfill and perform all the terms and mﬂtﬂﬂ Qf

 amendments to said lease agreement 5O that the £mu¢mb1-

SRRV e A L

e

. % N‘ ,.- alide <2} —— —
e o R ;
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ﬁyo‘.’lﬁy. 1m.byndummmmrmwmm

WHEREAS , :homnorcmddulnnmwhui "-,;.
MDMqormmwﬂnhyotm. 19!9..01» 5

WHEREAS, the lessees have presentad ample proof th,t

uu lease agreament &ue to the critical finamcing yrobm ﬂ: 5
WHEREAS, the lessees deire certain -odiﬂ.mim,ﬂ g

can be solved; and, : 4 gt A
| WHEREAS, the lessors ste willing to make said -a:uu

and smendments based upon certain additicnal mum:m W

NOW THEREFORE, it is h-r-by M.dnd.pudn i

follows: : |
1. The lessor hereby covensuts mdw to mdl 15 B
ainiwue royalties and production schedulss and set forth in i

paragrsph two (2) B and C of the original leass agreement want {oned "‘ 3
herstofore. o

. 2. Both parties hersto covenant snd agree that all of ;
!m. of Arizona minersl lessees OT unpatented mining claims o
M in the original lease agreament anéd clearly set forth 3 -
{n the recitals on pags one (1) ba delivered to an escrow Agent “ '
and remein in escrow wotil such time &5 the lsesee has built -l,{-

 4s maintaining a 500-ton-per-day Madaras uducuon phlc ,”‘_H_"]" ;
¥ kit

* ‘ot less than 500 toms per day of WRUEEiTus in = N s

‘F. E. is ninty-five per cent (95%) ramd':o'inulu‘c
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m to acquire the financing desired. The expenses involved '

=sillion (1,000,000) ton levsl shall be pny.bh on the temms n‘

‘thnm:urm«:tm’h:h. _capacity of not les

-mmbtnlyaduhmhmdhywuuhnmum}&

» R R TR SR
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the lesser's ore exclusively. Luases tumhu agrees¢ that ﬁoliln
m;munmmsoo-m«ymmyuw
less than five (J) years from the date of this agresment. ﬂl
mdwmumlyuummumm
level. .

' 3, The lessor hexeby cevenants and agrfes that in the
* ﬁ. lesses presents sound and definize evidence that it is
necessary to have all lsases assigned €o them in order to obeain
the fineneing wecessary in their mining program, that they will
release the escrow and sssign and deliver unto the lasses all leases

in this assigmment is being bern and pald for by the lessee.

‘ 4, The lessor hereby covenants and w to reduce the
uinisum reoyalties or payments due to the lesses from the lessor
as st forth inm paragraph two (2), secticn B om page 4, from

TWO DOLLARE ($2.00) per ton to ONE DOLLAR ($1.00) per ton for
each ton in excess of one million (1,000,000) tons. All royslties
or paymants dus from the lesses to the lessor belwo the one

conditions of the original agreement,

,S. The lassees hersby covensnt and agres to mbuenn
to lessess the exclusive use of the Madaras procese within the State
of Arizens subject to and conditioned to any and all terms, res-
tricticns, and covensuts contained in that certain agresment betwesn
BLACK MINING & EXPLORATION COMPANY and JULIUS D. MADARAS emecuted
on the 2Ath day of ll,opt-bcr, 1957 and assigned to the lessors.

6. The lessses hersby covenaat and agree to commance . ;
vithin sixty (60) days from the date of this w to erect od

ﬂ.!my(ﬂ)mlmhyoflmolmum&CMM'i

N
......

eight (8) months thmdm : | 4 g ._i."'
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- o mxumhcubymtndmu&umw,,
expand production and add facilitics including melting squipment
as rapadly as s profitable mavicet dcvelops for spong irm wm
irou or steel and that they !umhm ngrot thet within five (3)
mhﬁud&hw :haphntmimdhmlm
shall have sn sutput capacity of not less Mmmm‘ly.
The lessess furthar agree that tea (10) years from dste of this
agresmment they will pay and gusrantee a miniawss royalty to the

- lesses of not less than FIVE HUNDRED THOUSAND DOLLARS ($500,000,00)
‘per year paysble in semi-annsul Llostallments or by agrements of ’
the parties hereto. In the svent the lessees are unable to pay ﬂn
above mentioned sus they hereby covensat and agree to return and ;
reassign at their expense seventy-fiva p‘r cent (75%) of all hlnl o
or unpatented mining claims mentioned heretofore and the Madaras |
m with the exceptica that the lessees may select the twenty-
five per cent (25%) to be recatned by thea plus having the Tight e
to use the Madaras process on that property using thl lmul s
L mlulvoly. . .

x : | 8. The lesses hereby covenants and agrees clmt :hcy R

| shall pay to the lessor the sum of PIVE HUNDRED DOLLARS (§500.00)

;
o

per month to commence o August 1, 1960. This sum is being -

;  applied on the purchaze price of the squipment located om the

»' lessor's pnp&ty with & total purchase prtco' to be agreed upon

* by the parties hereto or as advanced royalties of the lesses's

£  THIS SUPPLEMENTAL AGRERMENT 1o mubjeck €6 enil eonduuud e
2 upon the - two-thirds (2/3) of the stockholders of 4

! ,



: ﬁ“‘_' -J...‘..,NP}"'* _"_‘,-*77\?;_".'?1;. :,QF!GLWWJM & 3 :‘ s
» , : I S ey,

WHEREAS, second party will benafit materially if first -.'vf;j,

et with PATRICK H, FEEZNEY and g

party eanters {nto the asbove contrae
MARNEL LINDEKUGEL; and,
“? m first party will bm‘!it ut‘rully if ’m -
J; two (2) pags two (2) in that certain agresent by and between R

£ SLACK HILLS MINING & EXPLORATION COMPAXY snd JULEUS D. MADARAS
4 eatered into om the 26th day of September, 1957, 18 wodified

* ) whersby second party does not have & continuing fifteen per eut
(15%) of SOUTHWESTERN muumn.mmnm Ime. upinl otoch

Wﬁmﬂmm :
m. nuondpmyha-bywme‘

Ff"r': .'-J- q.rL e 1... l‘l'_ o v ‘ L '. | ‘ -
S Fot A R




8. Mmmwn‘mu
‘auua: title, sud interst that he mey have to any and all o
wmummmmmaumm :
‘ = % mmm,m-nmmm
mumwmmmwa | |
i R W u-mmozmmx-nntmuu
"mmmammm.umm
FERNEY and MERNEL LINDEKDGEL.

B. the acquisition of SOUTHWESTERN IRON & STEEL
mw.mummmlummm
approval ~ ;

C. the erection of the fifcy (”)Nnntdlypl.t
mentioned in the supplemental agresment. | .

| IN WITWESS VHEREOY the perties heveto have exacuted
this agresment the day snd year first sbove writtem.




MADARAS AGREEMENT
BETWEEN
PATRICK FEENEY AND MARNEL LINDEKUGEL

AND

JULIUS D. MADARAS
AND

MADARAS CORPORATION

DATED SEPTEMBER 1, 1960
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Madaras process in Aricens, and agress that it will not licesse the
procsss for uss in Axizema, by amy one other thae X Corpovatiem fer
& pariod of two yoars from detsm, wor ﬂm fvar as loug 88 X m-
u—mmu*w including welting equip~ :
monk, as rapidly as & prufitable warket develops for sponge irem ov

&, BSecoad party will prepsre adequate drawings snd specifi= - ;
cetions for comstructiom of the preposed orve reduction plant at a .
008t WOt to axceed $6,000.00, this emowst, however, not to inelude ; ;
the fess for services remdered by Jullus 0. Maderas, M., M. Rose snd ‘I'_
Balgh J. Femton. Second party will ba consulted in the selsctlom of
the plant site, will supervise the reweoval and recenditisning of
the Losgview equipment and the construction md initial operstice
of the preposed ove reduction plant, will keep securate recovds of ‘
all costs and expemses end submit & moothly accouating for aswdis, ;
-"ulnhttuxcomuumzormmmxulm :
for espemditure of {1,000 or wore. for such services sacond party _
will recetve frem first parties the cousulting fes of §1,500.00 per
wonth, payable in advanse, cmmieucing oo the date of the netire e
spesified in parsgraph 1, plus his sctusl expeunses for travel and e
mﬁrh‘m.v,m. The expenses and fess &mw to ' |
M. M. Rees and Ralgh J. Fencon shall be paid by X Corporasion. o8

$.' Becsnd party wundertshes that the propesed plent will be
veady to eperats within eight months from the date that sufficiems
funds sre paid into X Corporation to cozmemes the work, and that
the total cost of the essploted plant, including second party's t
eomsulting fos, but ewcluding the cost of the plant site, aé valorem
tanes, im urauce, nydqooiuerath‘rumn Wmm

'n Ll

utilities to the plant sits, mumummmeu 'ﬁ
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: “.-‘mmt Mtuzmunauplﬂm Lmhml

# lebor xates, freight rates, sroel pricss, end quotations for Sabe 1
| ricssten end fnecallacion W j!;j'
£ _ 6. Seseond party m ghat the couplated plant, after :
" a veasensble peried for training srevs and balsncing the opevaties,
5{ will be capebls of producing 30 tens par dey of spenge irea in whieh ;

the total Fo is 95% average radused to mstallie irea, at & cost for
| waterfals end direct labor of mor meve than $40,00 per leng tem of
Spongs iren, assusing thet irom ere comomtrate containing 674 Fe
mintaum aversgs is delivered to the plent st $8.50 per loug tem, dry
basis; thet bmtounite (s deliverad to the plaat at §20.00 per tom)

®hat materal ges of 1000 BIU/ou. fi. sinimum s availeble st 35¢
por 1000 cu. fr. menimam; thet slectvin power is available st 1g ?5’7; -4
nr--i-z thet ne charge iy made for water; and that presemt

laber vates in the sres are substastially meintained.
7. Second percy pledges to first perties his 137,500 sbaves of

) Southwestorn and his right co roceive an overviding veysily ou ove
| wined from the Southwastem property, wnd tha 50,000 sheres of X |
Corporation to be lssusd for the Longview squipment, as security
hmumm sot foxth hpm 6 and 7.0
8. Second perey will indemnify first perties uxm g
nm.!nmmﬁtwtuuinxmumymdﬁ. |
mmmunymmumua:mmmw ‘
ever, that 5. d obligation way be saulsfied in fall by tramsferring
to the indemmitses cthe assets menticnad in parvagraph 7. .
’. xawgmnnmmmpmcmmﬁ

f unybmum;muaummw"' ‘

: umummﬁm ms
laced 1a paragraph 2, mm.m | |
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Madazas procsss, will cesse aud temminaca.
1IN VITHESS WHEREOY the parties have exscuted this
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HARRISON SCHMITT
Mining Geologist
Cottage Sanatorium Road
Silver City, New Mexico

L © July 16, 1956

Omega Mining & Exploration Co.
516 Luhrs Bldg.
Phoenix, Arizona

Gentlemen:

I am enclosing my report and statement on the Owlhead
magnetite prospect.

In order to start mining at an early date there 1s no

doubt but that trucks and shovels would have an advantage
“1n prompt starting and flexibllity. No long belt conveyors
would be needed at first, the tailing could be stacked near
the millo

A five and one half yard shovel will move up to 6000 tons

a shovel shift and would require about five trucks for the
shovel capacity if the haul to the mill is not over a mile.
The total investment in trucks and a shovel would be around
$450,000 without a shop, etc.

Yours very truly

/s/ Harrison A. Schmitt



July 14, 1956

Omega Mining & Exploration Co. A

516 Luhrs Bldg.

Phoenix, Arizona

Subject: Owlhead Magneﬁite Prospect, Arizona

The Owlhead magnetite prospect 1lles principally in R12E,

T8S and R11E, T8S. The area you control is’covered by placer
claims and‘is eight miles east and west by about four miles north
and south. The prospect is 42 miles northwest of Tucson and lles
astride highway 80-89. The nearest\railroad is the Southern Pacific
which is 15 miles west at Red Rock, Arizona. An electric power

line and a natural gas line cross the property.

The area 1s an alluvial plain traversed by geveral'large'
washes. The dralnage 15 toward the west. The surface rock is largely
unconsolidated, moderately-sorted, cross-bedded alluvium ranging from
fine sand to coarse gravel. There apparently has been a good deal
of reworking during a history of many erosional and depositional
cycles. The unconformities resulting from theSe’cycles are visible
in shallow pits that have been dug. The rock material was largely
derived from a granite, schist énd volcanic rock terrane to the
east. These rocks supplied the magnetite which is always fine
grained comparéd with the rock particles in the gravel which may
reach three inches in diameter. There 1s some local, layefed,
cementation of the gravel by caliche. This appears in depth as
shallow as 15 ft. as revealed by at least two test plts, but may
have poor continuity and cause ohly local troublé when the ground
is excavated. ; .

The magnetite is distinctly segregated in the fine sandy

layers. Little to none 1s seen in the gravel layers. The coarse
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material represents a deposition Qf gnfvel at stream velocitiles

; toongreat to permit the dénositionvofﬁkine magnetite, Tne segre-
gated magnetite layeré are often relatively rich and may in cases

be composed of up’to-so% magnetite. Apparently the ground has been
: eroded andredeposited many times. The cyclésvof erosion and deposi-
tion have presumably increased the concentration of the magnetits

to greater than the amount normnlly‘found in sands.

The preliminary drilling test pitting and surface observa-
tions have given a qualitatlve to rough quantitntive iden of the
distribution, of the magnetité. After discugsing'the work done to
date it was concluded that.the best and most rapid method of saﬁpling
probably would be by drilling with an auger-type drill. To avoild
handling a gfeat deal of spoil all the material would be tested as
it came out of the hole by means of a truck mounted concentration
plant with screen, magnetic pully and sample cutter. The Tatter
would be needéd to cut a sample from the minus screen product.

All products would be welghed and allbut the plus screen.product
would be analyzed for their magnetite content. Possibly a samp}e
cut should be taken from the bailing also although the magnetita
in the tailing could be‘arrived at ind%rectly.

The first problem appears to be to determine the area or
areas of magnetite concentration that have the best economic possi;
billties. The possibilities may be narrowed down by surface
observation and a few test pits and then further delimited by
drilling. It is suggested that the drill holes be around 12 inches
in diameter and piaced on an equilateral triangle paftern at 2500
ft. intervals. "When a desirable ors body is found these intervals

may be reduced to 1250 ft. or less. The samples at first, at

|
-



least, should be taken at not more than three foot vertical
"intervals. The holes should penetrate to around‘loo fit. but

every seventh hole (centeryef the h@%%@@n developed by the equilatéral
pattern) should go down to at least 200 ft. The magnetlte concen-
trations can conceivably have formed at considerable depth,‘since'

the alluvial plain has been built over a long period of time.
POSSiblylsOVGPal test holes should go down deeper than 200 ft.,to

test for ore and to find water if possible. '

- Everything being equal, the most desirable ore body would seem
to be bne of some thickness (depth), say, up to a hundred feet or
‘more and, of course, as high a grade in magnetite as possible, and
with a minimum of c;liche beds, In order to find the ideal situation
an extensive drilling campaign would seem to be justifled.

The deeper and richer the ore body the less moving about of
equipment woﬁld be necessary. It may be and ‘probably is possible
to stack or return the mill tailing to those aféas from which the
ore has been removed. If in the beginning, however, soms considerable'
tonnage must be stacked bn the surface, some effort by drilling may
be advisable to find a low grade or waste area for tailing storage.

The test drilling should penetrate through the caliche layers
if they are not so thick as to make the area obvliously nén-commercial.

Each hole should be carefully logged for caliche layers, thickness
and character of the gravel and sand, water: etc.

In order to arrive at some idea of the tonnage and grade
necessary to constitute a commercial operation' it 1s no doubt worth
while, even at this early stage, to make some rough estimates of
probable costs. A number of methods of course are gsed to move
large volumes of gravel. Hydraulicing and wet dredging would seem

s

to be out of the question because of the porosity of the gravel



and éand and lack of sufficient water. Of course, if on the off
chaﬁcq much water 1is encountered at a depth at, say, not greater
than 15Q ft. a dredge might be feasible.

| ﬁoy loaders with an especilally great width and carrying
or dragging a screening; concentrating and waste disposal might
be consldered. The gravel could be assisted by bulldozers ahd a
roughed-out concentrate could be pumped to a central plant for
cleaning. Such an outfit might have advantages for small production
such as at‘the'beginning and/or for scavenging the rich streaks
in the arroyos, etc. This would have about the same function as
the dry land dredge that has been suggested. The latter, presumably,
would have a greater capacity. |

Probably the cheapest known method of moving large volumes
of dry gravel is by dragline and next to this shovels andtrucks.
The dragline should show direct costs not exceeding'$.08 a ton
(or $;12 a yard) including delivefy to the mill by belt conveyors,
and the shovels and trucks not over $¢15 a ton (or $.225 a yard)
if the haul to the mill 1s not over a mile ad does not have grades
over, say, 3.5%. The tailing probably should be disposed of by belt
when using either method. Belt conveyance may cost arund $.03
a tonmmile.
The firét cost for the dragline as compared with shovels

and trucks should be much less for the same capacity, but one could
start on a small scale and get started very soon with, say, a 53 yard
shovel and several 30-ton trucks. The shovel would cost around '
$200,000 and the trucks around $50,000 apiece. Two 60 in. 3000 f%.

belt conveyors would cost around $500,000.
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A dragline plant which is 1likely to bée favored for large
"tonnages and for a period of Operation{of many years would require
much less labor, power and original capltal than trucks and shovels.

O el

The following costs are estimated:

Mining (1,000,000 tons conc. year) $ .05
Delivery to plant possibly by belt (?) G
Concentration : , - <20
Tailing disposal ' .03
Capital charge including R.R.($2,000,000) .0200
Overhead JOles
Taxes . 0250

| $ .3675

Qne ton of magnetite concentrate would require 1.2 tons of
magnetite in the equiﬁalent head fee if the recovery 1ls taken at 80%
where a siliceous middling must be wasted to keep the silica low |
enough to allow for the use of cement for pelletizing.

If the concentrate is worth $11.00 F.0.B. mill, the talling
and middling loss would reduce this to $9.16 ($11.00) in terms of
value ‘in the raw ore. This divided by $037 (thglagst) gives 24.5'
theréfore the minimum tons of ore redﬁired to bresk even for one
ton of concentrate. That 1s the concentration ratio 1s_24.5 . A
concentrate that assays 64.0% iron 1s sald to be possiblelaccording
to tests so a mill head or ore value that assays 64.% Fe equals
'2.61%‘Fe which is thevestimatéd break-even grade.24&gis is equivalent
to 3.62% magnetite so it would seem that in blocking out ore 5%
or better grade of magnetlite would be the target to aim for.

Besides the production of magnetite the plant should be able
to make clean, sized gravei and sand as a low cost by-product. A
large quantity or this should have a market in southern Arizona for

road building and construction work.






Longview, Texas
August 24, 1960

Mr. M. R. Prestridge
Prestridge Lumber Co.
El Paso, Texas

Dear Bill:

It was nice to talk with you yesterday. My plane, Am, Air Flight
911, arrives in El1 Paso, Sunday 3:20 P.M., and I will appreciate
seeing you if it will not interfere with your plans and Sunday
afternoon with your family. The next plane leaves for Tucson at
4:00 P.M. but that would hardly leave us enough time to discuss
anything. A later plane is at 8:45, which looks much more practi-
cal., It may be more convenient for you to meet me at the Hilton
Inn and if I don't see you at the airport I will just go there
directly.

Feeney and Lindekugel are planning to meet me in Tucson at Hotel
Westerner Monday forenoon. Among other things, we want to choose
the plant location, make agreement for power, gas and water,
incorporate the company, discuss melt plant, size and type of
building, moving equipment, construction of all facilities, etc.
We all hope that you can participate in all these discussions from
the start,

The necessary ore reserve has been sufficiently proven and easily
checked. A few places showed that the recovery of 677%-69% Fe con-
centrate was 5% of the total weight. At many places the magnetite
sand content is quite richer and improves with depth. At the
above rate, the recovery is 120 tons per acre foot or 18,000 tons
for 150 foot depth, which makes 10 million tons of concentrate in
a section to 150 foot depth. Previous drilling data indicates
that at some places the magnetic iron content more than doubles
with depth and the rock bottom has not been found at 500 feet yet.
We have the lease for about 70 sections of alluvial gravel, some
of them probably more rich and others less, but in any case it
indicates a huge reserve, possibly running into hundreds of mil-
lions of toms.
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The gravel is put over a screen and magnetic concentrating belt,
which gives about 50% Fe 'dirty concentrate''. This dirty concen-
trate is milled in a rod mill or ball mill to about minus 60 mesh
and further concentrated magnetically. About 1% tons dirty con-
centrate should give one ton final concentrate. Naturally, the
material is handled twice, once in mining and second as tailings,
which should be used as refill, The concentrating can be done
with movable equipment to cut down the distance of hauling the
gravel and tailing. In other words, roughly, about 40 tons of
material has to be handled on the average to make a ton of high
grade concentrate.

On the other hand, we found places where the recovery showed about
15% to 18%. This, we considered a conservative estimate. We dug
holes with a pole digger without any indication of salting, then
separated magnetically all the dug out gravel, each separately and
weighed both the concentrates and tailings which gave us more
reliable results than quartered samples. It also simulated field
operations.

I would be in favor of carrying on selective mining at the begin-
ning to cut down the cost of concentrate comnsiderably. By the
time we increase the plant capacity and make a million tons of
steel or so the cost of mining on a larger scale will come down
and we can probably afford a somewhat higher cost of concentrate.

I hope that from this duscussion you may be able to estimate the
approximate cost and price of the concentrate. If there is no
sufficient ore found for Alamogordo within a short shipping dis-
tance, this may be a source of ore. The Southern Pacific Railroad
quoted $8.00 freight per short ton concentrate from Redrock, which
is mear the property to Houston and said it could possibly be
lowered. This indicates that we could expect a $4.00 maximum rate
per long ton to Alamogordo, or about $5.50 to $6.00 per lomg ton
of iron. If necessary, you may consider this possibility if you
run into difficulty in finding sufficient good ore reserve for the
Alamogordo project.

With your background and experience you may have close enough
estimate of the cost of making concentrate. In my contract with
Feeney and Lindekugel, $8.50 per long ton of concentrate was only
mentioned as a basis for guaranteeing a certain cost of sponge
iron but it does not mean that Lindekugel will or can charge as
much even at the beginning on a small scale operation, something
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like 120 to 150 tons of concentrate per day. After meeting with
you in El Paso, we discussed this question with Feeney and Linde-
kugel and they both agreed that the mining and concentrating have
to be competitive and that the company must be operated as a regu-
lar stock company. Marnel (Lindekugel) said you would be welcome
to join him in mining or concentrating, or both, or shipping the
concentrate, or handling any of it, whatever may work out to be
practical., He realizes that he will not control the company and
is not after an unreasonable mining contract,

This brings us to the question of where will you fit into the com-
pany. This question is hard to answer except that any time the
logic of the situation and circumstances will develop and deter-
mine it as the whole program develops, grows and changes.

At this initial step you will be on the board just like the others
and will participate in major decisions and control of the com-
pany., If you want to take a hand in the comstruction of the
initial plant that is grand. Then, we have to organize and oper-
ate the plant, take care of the sales and all company business.,

As far as I am concerned, I would not want to operate the plant
but only advise and step in when necessary. Certainly, Feeney is
not the one, neither is Lindekugel, though he could run an operat-
ing company with some help. He has his own extended operation,

But this small plant is only the kernel of the whole enterprise.
At once, expansion has to be planned, financed, market worked out,
deals made with various users of ingots, steel mills attracted to
use the product or our process and iron oxide., Right now, a roll-
ing mill on the scale of 4000-5000 tons a day is anticipated by a
large steel company from the East. Others are interested. Some-~
body has to do the work if it will be done at all. When I men-
tioned the possibility of your participation, it was not just the
financial participation I had in mind. We can get that and know
where to get it.

I was thinking much further though. Participating in this step
would give you an excellent chance to know the process, the numer-
ous groups that are interested now in using it and with my help
and guidance you quickly would have a feel of the situation. Your
interest in the Alamogordo project will help too. I will and do
have a lot to do and need to build up an organization with the
proper people.




Mr. M. R. Prestridge =  August 24, 1960

In my travels and negotiations, I have built up contacts with
people who expressed a great interest in joining me, but not now,
some of them only after we have the first plant in operation.

Such talk does not interest me at the moment. On the other hand,
able, experienced, financially independent and energetic people
are not foot-loose, they are usually busy and tied up. So are
you, as I see it, except that at this moment you happen to be
ready and quite eager for a change. It also happens that from the
start we seemed to understand each other and got along very well.

There is one thought I would like to express and correct. I often
hear the opinion that this plant will be the trigger for many
other plants, which is true. But it is untrue that this plant is
so essential., In fact, I have wasted too much time and energy on
it. Any of the dozen possibilities would realize, possibly faster
or easier, wherever I chose to concentrate my efforts. On the
other hand, I thoroughly and heartily appreciate any tangible help
and interest at present as well as later.

I hope this letter will help you to see the Arizona project as well
as your possible place in it and with me and with my various
processes in a clearer perspective. It should also facilitate our
discussion of the various projects even at our next meeting.

With best personal regards.
Very sincerely yours,
Mo
Julius D. Madaras

cec - 1617 Rim Road
El Paso, Texas





