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SYNOPSIS
54,000,000 TONS SILICA RESERVES
$35.00 AVERAGE SALES PRICE
$10.61 PROJECTED COST/TON
$24.39 PROJECTED PRETAX PROFIT/TON
800,000 TONS ANNUAL PRODUCTION

$18,872,000 PROJECTED ANNUAL PRETAX PROFIT
(See Schedule B for detail)

LIFE OF MINE IS 67.5 YEARS
(Based on 800,000 tons/year)

PROJECTED TOTAL PRETAX
PROFITS FOR 67.5 YEARS

$1,273,860,000






MINING

This deposit can be mined by the simplest open-pit method. The
overburden consists of a soil horizon, varying from zero to a maximum of eight
feet and would average four. The physical characteristic of the ore zone enables
easy ripping with a dozer. There is no cementation of the individual grains. The
size distribution of the silica particles provides a propping effect, enabling the
formation of pit slopes ranging from 45 to 90 degrees. The entire deposit is
extremely friable, thus no blasting is required.

The silica deposit is located at a topographic high striking nearly north
south and grades gently west to the Burlington Northern railroad siding. The
topographic high contains the greatest thickness of silica averaging close to 80
feet. Weathering has gently eroded the silica thickness to the west topographic
high, resulting in and average silica thickness of 20 feet near the rail tracks. All
mining can be accomplished without creating a hole below the general horizon.
This will facilitate reclamation and local visual impact.

Mining will be accomplished with scrapers and a dozer. Overburden can
be removed entirely by scrapers. The mining plan would be to strip the
overburden in the northwest portion of the property near the rail tracks. If 20
acres extending from this northwest portion, approximately 135,000 yards of
overburden would be removed from the area, exposing 900,000 tons of silica
reserves.



LLOYD W. KRUMREY, JR.
CONBULTING MINING GEOLOGIET
(NBUSTRIAL MINERALS EXPLORATION, EVALUATION, FEASEERATY
MINE & PLANT DESIGN

1224 HIGHWAY 474 PHONE: 503-882-745]
F 0 BOX 553 FAX: 103-589-3431
ANTHONY, NEW WMEXICO B8021

March 1, 2007

Mr. lan M. Cerdonso
3700 Buffalo Speedway
Suite 420

Houston, Texss 77098

Mr. Ian M. Cardona:

The Amarille Texas Silics Deposit lins been evaluated over an extensive period by
numerous independsnt entities. The proven reserves are 54,000,800 million tons averaging
26.5 % Si02. This was verified by the initial drilling program establshed on a North /
South grid spacing ef 400 foot centers. Each drill hele was sampled and tested as to SiQz

eontent, impurities and specific particle sizing,

Detailed metallorgical {eating wae accomplished wnder the direction of Theodore T. Biddle,
2 renown indostriel minerals metallurgivt, st the Colorado School of Mines Research
Institute, University of Georgin and final testing at the US Buresn of Mines Research
Institute 2% The University of Alabama at Tuscolusa, Alabama.

U 8 8Silica, Corporation, Westmorelsnd Minleg, LLC, Vitre 8A de Cv,, of Monterrey,
Mexico and Northwest Mining, Corporstion verified the SiO2sontent and reserve

ealemiations.

Northwest Mining Corp., a division of Westmoreland Mining, LLC, randomly re-drilled
and sampled this property by rine drill boles and pumerous surface trenching. The
resultant drts cenfirmed the previeus development snd reserve stndies,

Dr. Phillp C, Goodell, reanomic geology professor st the University of Texas at Kl Paszo,
reviewed aH the deveiopment deta, He conchuded the silica reserves are 34,000,080 million

toms

Ifvow have any further guestions, plense feel free to contat me.

R;%fu;y /bj?é‘%/f ,

Lleyd W, Krumrey, Jr., President, K T Minerals, Inc,
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Silica Users

Company Location Product Tonnage
Owen Corning
Fiberglass Amarillo, Tx Fiberglass 200,000
Krouse Hines Amarillo, Tx Alum Foundry 15,000
Certainteed Wichita Falls, Tx Fiberglass 140,000
PPG Wichita, Falls, Tx Plate Glass 150,000
Guardian Kingman, Ariz Fiberglass 200,000
Coors-Rocky
Mountain Bottling Golden, Co. Container Glass 200,000
Owens Corning
Fiberglass Santa Clara, Ca. Fiberglass 100,000
CMI Texas Nuevo Laredo, Alum Foundry 300,000
Mexico
Cirfina Monterrey, Mex  Alum Foundry 150,000

The silica products that will be produced will be for the Fiberglass Industry,

the Glass Bottle Industry and the Foundry Industry.
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1980
1983

1983

1986

1987

1988

1988

1989

1989

1989

1993

1997

2000

2001

2002 to
2004

Project initiated.

Initial development completed in 1983,

Development included raw exploration, sampling

and analytical testing, reserve and feasibility

studies. Detailed drilling and sampling done to

determine that the target was of sufficient size and

guality.

Project put on hold to 1986, due to the economic conditions of

the minerals industry.

Full development was re-initiated. Site grid-surveyed to establish
drilt centers every 400 feet. A total of 107 drill holes were made.
The drilling delineated a high-grade silica deposit in

excess of 50,000,000 recoverable tons, with an average

thickness of 60 feet, with no overburden.

Colorado School of Mines Research Institute of Golden, Colorado
contacted {o do a detailed metallurgical test. Tests were done on
800 pounds of silica samples.

The U.S.Bureau of Mines Metallurgical Test Facility located at
Tuscaloosa, Alabama was sent 24 tons of silica ore to perform
flotation of silica at their pilot plant. The initial testing provided a
consistent 99.0 to 99.3% product.

Mr. Theodore T. Biddle, a world renowned industrial minerals
metallurgist was hired to develop the final testing. Mr. Morris
Henry, the developer of column flotation, was brought in to assist
in additional testing at Phoslab, Inc facilities in Lakeland, Florida.
Formulation of the most economical processing method for this
silica accomplished. Using this method the process produced an
improved product of 99.7%.

The US Bureau of Mines Metallurgical Facility was then re-employed
to conduct the final pilot plant testing. The results were identical to
The other lab results.

BEMCO, Inc of Nashville, Tennessee was contacted to design a
modutar processing plant around the system developed.

The material produced in the pitot plant was submitted for testing to
the Owens Corning Fiberglass facility in Amarillo, Texas, and was
accepted for use in thelr Amarillo facility

Vitro, S.A. evaluated the project and performed corroborative tests.
They dropped the project after the peso devaluation. They sold their
industrial mineral division, as well as their Anchor Glass Division.
Northwestern Resources evaluated the project and re-verified the
coring with offset drilling. Their parent company encountered
financial problems and the project was shelved.

Northwestern Resources began a re-feasibility study.

Earnest money contract with the seller entered into which tied up the
Property.

The oil, gas and mineral interests were researched and the silica
interest purchased from the non-land owners. New purchase
agreement entered into with a March 29, 2005 closing date.
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Section i
Sched
Projected Capital Cost A 19,000,000
Working Capital/Venture Costs & 1,000,000

Contingency Costs

Total Project Cost $20,000,000
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Projected Capital Cost
January 1, 2010
Sched
Acquisition Cost #1 A-1
Development Costs:
Plant & Buildings A-2
Infrastructure Costs A-2
Plant Processing Equipment A-3
Lab & Engineering/Install Costs A-3
Mining Equipment A-4
Plant Rolling Stock A-5

#1

Total Project Capital Cost Required.

3,590,000
1,440,000
3,700,000
1,900,000
1,760,000

510,000
13,000,000

Schedule A

6,000,000

19,000,000

There is a $425,000 payment due to the original owner when
production reaches a cumulative 600,000 tons. Have assumed
that this payment will be paid from operating income.



Potter County Silica Project
Acquisition Cost
January 1, 2010

Acquisition Cost
Land & Acquisition cost

Assume an amortization period of :

Assume an annual average production of:

Amortization costfton

Schedule
A-1

6,000,000

50 years
800,000

$0.15



Potter County Silica Project
Projected Building & Infrastructure Cost
January 1, 2010

Schedule
Plant & Buildings A-2
Plant Buildings 3,150,000
3-500 ton Loadout Silos 240,000
Repair & Maintenance Shop 200,000
Total Plant & Buildings 3,590,000
Assume an amortization period of . 35 years
Assume an annual average production of: 800,000
Amortization cost/ton $0.13
Infrastructure Costs
Railroad Spur Extension 600,000
Utility Installation
Gas Pipeline 250,000
Electric Line 500,000
Water Well 90,000
Total 840,000
Total Infrastructure Cost 1,440,000
Assume an amortization period of 50 years
Assume an annual average production of: 800,000

Amortization cost/ton $0.04



Potter County Silica Project
Projected Plant Processing Equipment Cost
January 1, 2010 Schedule
A-3
Plant Processing Equipment

Equipment
Crushing Equipment 220,000
Crusher Conveyor System 95,000
Dry 200 Mesh Particle Removal System 450,000
High Speed Screens 260,000
Thickner Tanks 100,000
3 Slurry Tanks 145,000
Pumps 200,000
Attrition Hydro-cyclones 265,000
Sizing Hydro-cyclones 250,000
De-watering Filters 270,000
Dryers 350,000
Plant Product Conveyer Equipment 295,000
Engineering, Construction, Supervision-50% 800,000
Subtotal Equipment 3,700,000
Quality Control Lab 400,000
Engineering, Construction, Supervision
and Instaliation 50% 1,500,000
Subtotal Lab & 50% Engineering 1,900,000
Total Projected Cost $5,600,000
Equipment Amortization
Assume an amortization period of : 7
Assume an annual average production of: 800,000
Amortization cost/ton $0.66

Quality Lab and 50% of Engineering/Const

Assume an amortization period of : 50
Assume an annual average production of: 800,000

Amortization costfton $0.05



Potter County Silica Project
Projected Mining Equipment & Operational Cost
January 1, 2010
Mining Capital Equipment
3 30 Yard Scrapers
1 D-8 Dozer
1 Motor Grader

1 Service/Fuel Truck
1 4 WD Pick-up Truck

Total Capital Equipment Cost
Assume an amortization period of :
Assume an annual average production of:
Amortization cost/ton

Mine Operational Cost

5 years

Schudule
A-4

1,100,000
450,000
85,000
95,000

30,000

_$1,760,000

800,000

$0.44

Increased fuel and parts cost has increased the hourly cost per scraper

and dozer to $115/hr versus $100/hr two years ago. This increase results

in an hourly cperational cost inclusive of maintenance, fuel and labor to

$460/hr, or $3,680 per 8 hour day. The mining capacity would equate to

approximately 3,300 tons per day, or 950,000 tons per 300 production

days per year.

$3,680 times 300 days equals

Mine Operational costfton

800,000
_$1,104,000

$1.38



Potter County Silica Project
Praojected Plant Rolling Stock, Labor,
Utility & Management Cost

January 1, 2010 Sched
A-5
Piant Rolling Stock
2 5 Yard Loaders 460,000
1 Service & Repair Truck 90,000
2 Pick-up Trucks 60,000
Total Plant Rolling Stock 610,000
Assume an amortization period of : 5 years
Assume an annual average production of. 800,000
Amortization cost/ton $0.15
Plant Labor Cost
Projected Plant Labor Cost 1,208,000
Assume an annual average production of: 800,000
Plant Labor cost/ton $1.51

Plant Utilities Cost

Electricity $0.406
Gas $0.728
Water $0.014

Total Utility Cost/Ton $1.148

Plant Management, Office & Sales Cost
Plant management will be a fixed cost for 800,000 tons.

It will include general management, supetrvision, office, accounting and
laboratory personnel. It includes first year marketing cost of $200,000.

Projected Management, Office and Sales Cost $888,000
Assume an annhual average production of; tons 800,000

Cost/ton $1.11



Potter County Silica Project
Profected Unit Costs/Ton

January 1, 2010

#1

Schedule
A-6
800,000
Schedule Tons
Variable Cost/Ton
Mine Operational Cost 4 1.38
Plant Utility Cost 5 1.15
Plant Labor Cost 5 1.51
Piant Mgt/Sales 5 1.1
Contingency-20% 1.33
Variable Cost/Ton $6.48
Amortization Cost/Ton
Acquistion Cost 1 0.13
Plant & Buildings 2 0.15
infrastructure 2 0.04
Plant Processing Equipment 3 0.66
Quality Lab 3 0.05
Plant Rolling Equipment 5 0.15
Mining Equipment 4 0.44
Amortization Cost/Ton $1.62
Total Operational Cost/Ton $8.10
Plus ORRI #1 2.50
Total Cost/Ton $10.60

There is a $2.25/ton royalty to land owners, which increases to $2.50 when
cumulative production reaches 600,000 tons of product.
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