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S0 T g5 Eighth avenye
King of Prussia, PA 18408

| Phona: (51 01 337-1100

- | Fax (810) 337-111 5
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| ' Chares H. Gehrar
May 30,1995
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- Arlington, VA 22205
© Dear Jim: '

=]
0D 02 e Qulliterming has been almost the exclustre seller m the export
of Mighesti From, NerhKoreh &o°the fre World (exclading, of course, $i¢ ULS.) for the last £ ot vt
years: “They avétaged 6 micwhie Bermedn 150,000 15° 200,000  ton3" Ber yoar. ~ The balance of I’ o
Nozth Rorea’s production 1% ¢itbex wsed Internally or was presiously bartered with Russia. The muﬁlw”“
carent 3 e %384 ol producion bis decrced, G 13 s o
cwrent 0.3 million, - E o, A | e il gk

I rcachcd thc: faHdWiﬁg fan;lusf-iﬁﬁ;é; a result of these d.Lscus
{2

Sfﬂﬂﬂ:‘
‘fh: North Korean operation will

) Dot be 3 major factor in the world supply
Wit,hogt_fsubstanﬁ?l Investment.

3. Witha L‘l'l.l.m_mtlm of USD 20 million mvesgment, which wou]d include such things as buﬂclh:g
' & new pore facilicy, financing fuels, rehabilitar; i

_ tng the kilps, ctc., the North Korean Magnesite \L

coperations tould be a world class operation and very compedtive. This would represent a f /
 Dyor source of fﬂrezfgn gc%lptm_ﬁl:lO,GQ0,0QO - 520Q,QDG;OGQ)__EECE the operadon s P 7
.- Pebably capable of prodcing 284 selling one t two, million tons undar this soemarto,” Aty

]
- ) L |
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Obviously; the FoVerimest SF Nérh” Kop, nesds

Amaearican .ang-m!a. inc.
AP Carnmunicatﬁ::ns.
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Jim Zumwrale

May 30, 1995

Fage 2.

1. From our polnt of view, a minimum of a $20 million Investrment would necessitate long term,
=quity positon on the deposit and operadon and T assume any chance of this is out of the
question considering the preseat political stuaton in: North Korea and their present
philosophy.

2. Would amy government or world investment agency be willing o guarantce a loan in
cooperation with the North Korean government provided the loan repayment was baged op a

T 7 commionentfor the safe-of substantal* quantdes of th IoUWUSTT OVer’ 4° period~of dme?~ -
We are prepared to make the commitment for purchase of material J AP

project. 1 assume that they would be agreeable to work under an international judicial system, (eaLL ,

In conclusfon itis a queston of who is golng to make the finandial commitment Without thar,
it is meanipzless o meet with oude delcgations as they have nothing o sell and dhat will only
change with substantfa] pevw investment '

i— . — - -

— —nmen 3 70U have any thoughts on the mater, pleasc feel free to contact the writer, e

Very quly yours,

C. H. Gehret
President

cé: Ralph F
Joho Gehret

Larry Lebaver
Sanley Weiss
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1. 'Special Mining Areas for Investment Projects are:

1) Komdok Mine (Zin¢ and Lead)

¢) Sangnong Mine (Gold and Copper)
3) Hochon Mine (Gold and Copper

4) Ryongyang Mine (Magnesia)

5) Daehung Mine (Magnesia)

6) Danchon Magnesia-Clinker Factory
7) Danchon Smeltery

8) Danchon Pornt

2. Purpose of Forming Special Mining Area

To substantially increase production of gold, silver, copper, lead, zinc, and magnesia-
chnker which are zbundantly deposited in the area. The increase can be made possible
through foreign capital investment in the Danchon Mming Area. This special area will
have advantageous investment incentives.

3. Program

In the 1st Stage, the most general data of the investment project shall be presented.

In the nexr Stage, foreign investors who are interested in the projects shall be allowed to
mvestigate the area, conduct a feasibility study and negotiate terms of investment.

Korea Joint Venture Group
Pyongyang, DPR of Korea
Tel: 850-2-3816040
Fax: 850-2-3814578
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}. Name and General Informatiop

1) Name: Komdok Mine

2) Location: Sao-DaﬁgrDmchﬂn City, South Hamgyong Province, DPR of Korea
The pomnt 1s Iatitude 40° 55"Nonb and longitude ]128° 41° East

Railway: Electric railway from Pyongyang to Daehung pEIlS-E‘-ES through mining compound.

Road: Class 2 road runs parallel with this railway.

3) Actual State |
Developmeant: Mine has been active for 50 years.
Estimated amount of deposits by survey:

)
;
)
E

Lead 2,667,900 MT 1.13%
Zinc 7,929,000 MT 3.36% x
' 3,776 MT 16g/Ore MT __|
21240 MT 0.009%

0.01%

23,600 MT

There are nine ore mining areas at present.

! Supply of Electricity: Installed capacity of transformer mounm:l in substation of mine is
% 40,000 KvA and maximum road is 23,500 KvA.

- Supply of Water: The quantity of water from the Namdae River winch flows across t.hc
mming compound is more than 5,000 M>/hour which is sufﬁclent

- 4) Production Capacity of Mine and Products
Main products are concentrated ore of zinc and lead.
- Grade of concentrated lead ore is 61%.

.= Grade of concentrated zinc ore is 51%.

t Production capacity: 14,200,000 MT/year
‘ Ist ore dressing plant: 1,000,000 MT/year
Znd are dressing plant: 3,200,000 MT/year
Jrd ore dressing ph&nt: 10,000,000 MT/vear
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Actual Figure: 5,800,000 MT/year has been treated (Maxamurn)
Zinc: 167,000 MT/year

Lead: 55,700 MT/year

5) Sale of Products

Zinc concentrated ore is smelted in Danchon Smeltery. Lead concentrated ore is smelted
. 1o Munpyong Smeltery.

Railway distance 10 Danchon; 50km

Railway distance to Munpyong: 400km

2. Purpose of Foreign Investment
To mcrease return through decisive improvement of ore treating capacity and

modemization of mining work through foreign capital investment for extraction equipment
and other materials. |
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| Name and General Information

1) Name: Sangnong Mme

2) Location: Sangnong-section Hochoa County, South Hamgyong Province, DPR of
Kores

The point is latitude 40 16 North and longitude 128 East.
|70m above sea level

Railway: There is electric raitway access lkm for the mine.
Road: Class 2 road runs to Danchon City.

3) Actual State -
Brief History: Ore body was discovered in 1940 and bas been developed since 1957.

Amount of deposits by survey:

R 14 P e o NS AR ot E A mh 07 ST B A s
Tl Oy e B GRade sy

[ 180,927,000 MT

2352MT | 13 g/MT
506,600 MT - 0.28%

Estimated amount of deposits of Boron in Tourmalme:
Quantity of ore: 400,000,000 MT

Grade (B:O])Z 2.3%

Content of Boron: (B,01): 9,200,000 MT

Mining of ore: Mining has been doae in ore bodies of Sinbung and Boaghwa and
underground mining is in 5 pits at 200m level

Supply of Electricity: Electricity of 3,300V is supplied from three substations in the mine
compound directly connected to Hocongang No. 3 Water Power Station in mime area with
power transmission Line of 6MV.

Supply of Water: Water sources are Namdae River and Namsan River which are lowing
through valley of mine area and are used as industrial water. |

4) Production Capacity of Mine and Products
a. Main products are gold and copper
Grade of concentrated gold ore: 30-40 g/MT

Grade of concentrated COpper: 8-9%
Grade of conc¥arrated boron (B:0s1): 8-9%
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b. Production capaciry: 3.000.000 MT/year (capacity 1o plan)
st ore dressing plant: 1,000,000 MT/year
2nd ore dressing plant: 2,000,000 MT/year

c. Actual production:
Maximum 1.302 million MT was treated in 1975, with the resultant production of
1,100 kg of gold and 2,800 MT of copper.

5) Composrton of ore:

Cu: 0.2-0.3%

Zu: 0.005%

Pb: 0.001%

Au: 1-2 g/MT

Others include Mn, N1, Co, Sb, As, Mao, Ag, etc.

6) Sale of products
Concentrated gold ore and copper ore are transported to Nampo Smeltery by railway.
Distance 15 430 km.

Purpose of Foreign Investment |
To substantially increase gold and copper production through the use of foreign capital

investment for mining and dressing equipment and technology.

&f
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|. Name and General Information

1) Name: Hochop Mine

2) Location: Ryongwon Worker’s District, Hochon County South, Hamgyong Province,
DPR of Korea. It is 20km from Sangnong mine and 46km from Danchon City.

Ratlway aud Road: It is connected to Danchon City by raihway and Class 2 road.

3) Actual State .

Brief History: Deposits were confirmed by survey in 1960 and development started in
1963.

Estimated Amount of Deposits by Survey:

400,000 MT of copper and 178 MT of gold m content.
Grade of ore:

Cu: 0.37%

Au: 1.4 g/MT

SiDzI 42.16%

Fe;O5: 25.04%

Al;O5: 10.24%

Others incfude Ca, Mg, Ti, etc.

Ore extraction has been done in 13 pits and mining has been done from -200m to 55m
2. Purpose of Fur&ign Investment

To substantially increase gold and copper production through foreign capital investment
for mining and dressing equipment and technology.

T
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|. Name and Genersl Information
!} Name: Ryongyang Mine

2) Locartion: Paekgumsan-dong Danchon City, South Hamgyong Province, DPR of

Korea
It is 46km away from Danchon City.

Rauway and Road: It is connected to Danchon City by railway and Class 2 road.

., ' 3) Actusal State
g Brief History: Ore body was discovered i m 1930. The mme was constructed m 1995 and

l. production began in 1957. In 1981, ore mming was 2.86 million MT and production of
3 magnesitec was 2.016 million MT.

Esumated amount of deposits of ore: 4 billion MT
Chemical composition of ore:

MgO: 45.7%

Si0;: 1.5%

Ca0: 0.9%

- [
i

" 5
L]

- — -
B —

Arcais 13.5 Sq. ko and five mines are being extracted at present.

e A Y

B
s B Ly g e e, . S ——— —

£l All-of magnesia ore is transported to Danchon Magnesia-Clinker factory, processed and
& exported.

o

o,

Exasting capacity of production is | million MT/year.
2. Purpose of Foreign [nvestment

To substannal}y Increase magnesia production through foreign capitsl investment for
wining equipment and technology.

&J
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I. Name and General Information -]
1) Name: Daehung Mine |l

2) Location: Daehung-dong Danchon City, South Hampgyong Province, DPR of Korea. ;
[t is located S8km from Danchon City. B

Railway and Road: It is connected to Danchon City by railway and Class 2 road. iad|

3) Acrual State , ’
| Bnef History: Ore body was discovered in 1933 and production began 1 1977. i
Estmated amount of deposits by survey: 2.3 million MT. '
% Grade of ore:
'- MgO: 46.3%
Sisz 0.95%
Ca0: 0.75%
4) Production Capacity of Mine
; There are five mining areas. Most of the ore is transported to Danchon Magnesia-Clinker
: factory while some of it is processed in the mine’s clinker factory. Current capacity is .
. 150,000 MT/year. Annual production capacity of the mime is 860,000 MT.
; 2. Purpose of Foreign Investment Al
To substantially increase magnesia production through foreign capital investment for ';!
% mining equipment and technology. - | L%g
o
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|. Name and General Information

) Name: Danchon Magpesis Clinker Factory

2) Lecaton: Danchon City, South Hamgyong Province, DPR of Korea. It is located in
Danchon City. This factory is located at Danchon port.

Railway and Road: 1t is cannecred by railway and Class 2 road.

3) Production Capacity of Factory
. Actual State: 50m’ Vertical Fumnace - 40 units
110m long Revolving Furnace - 2 units

Production Capacity: 1,000,000 MT/year
Vertical Furnaces: 600,000 MT/year (In case only coking coal is used)

850,000 MT/year (Heavy oil and coal are used together)
Revolving Furnaces: 150,000 MT/year -

2. Purpose of Foreign Investment

To mcrease production of magnesia-clinker through foreign capital investment for heavy
o1, coal and equipment.

2 Quality of Products

Hca;'y ol-combmed

clmker
 { Revolving firnace clinker

igh-prade clmker

8
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. Name and Genera] Information
) Name: Danchon Smeltery

2) Location: Danchon City, South Hamgyong Province, DPR of Korea. It is located op
the outskints of Danchon City. '

Fd
L {‘:f
_l..l.'
h"'i.
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1'-.-1 [ 3

N

-
,

.3) Actual State *
Brief History: Factory was constructed i 1982. Trial production began in Apri] 1984
and full operations started from January of 1985 at present capacity. |

* Production Items and Capacity of Factory:
a. Items: Electric zZine, concentrated sulfune acid and cadium

b. Capacity: Electric Zinc (Punty of Zn: 99.5%) 100,000 MT/year ,
e Sulphuric Acid (Concentration over 95%) 140,000 MT/year |
fe Cadium: 280 MT/year

¢. Supply condition of electricity and water i
Necessary electricity is supplied to the factory as 6.6mV high-voltage transmission fine is. I A% |
directly connected from Hochong-gang Hydroelectric Station to this factory. Factory uses A
water from the Namdae-chon River which flows by the side of the factory. X

= 3) Sale of Products

B8 2. Domestic Market

o Electric Zmc of 2.700 MT/year and sulfuric acid of all quantity has been sold in the
719 domestic market for the last ]0 years. -

B T p——————

b. Overseas Market
This factory has exported electric zinc of 435,000 MT/year for the last 10 years.

2. Purpose of Foreign Investment
To modemize production process and increase actual extraction rate of zinc smelting 10

more than 95% and sulfiric acid to more than 80%,

a JI;:“:E;‘H“.L“!.I'- !- -
i :
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{. Name and General Information lF

1) Name; Danchan Port

2) Location: Danchon City, South Hamgyong Province, DPR of Korea. It is located st
latitude 42° 24°30™N and longitude 138° 55°30”E. It is 4km away from Danchon City
and 3km away from the estuary of the Namdae River.

3) General Information Hl
Bnef History: Japan warked on conﬂ.ructmg this port from 1938 to 1945 for the purpose |
of transporting ore deposited m the Danchon region, but construction was stopped by its |
defest in World War II. The port was destroyed in the Korean War from 1950-1953. At I

present, there are fishery enterprises and a ship repairing factory in the port area. {L | .
_ I
i

Advantage of Port Construction |
a. Large size ships could enter. Coast is smooth and shore is deep. [t
|
|

b. Tide difference of sea water in port area is only 20cm.

¢. Area ofits construction is made of sand straturn.  Sea shore is 25m, depth of water is it
5m and bottom of sea is | 7m in depth. AL

d. Mam wind is northwestern but it is slso affected by eastern and southeastern winds.

¢. The area is in good condition and there is a proposed site to manufacture prefabricated
concrete elements (500,000m’) of box type and stony mountain within [km west and __
concrete elements (2,000,000m’) of stony mountain within 4lkm south. i

Weather Conditions - g
2. Aonual average temperature: 8.78° C
Average Winter temperature: -2.83° C (The water never freezes) !
Average Summer temperature: 19.7° C L

b. According to wave survey data, the frequency of waves in the southwestem direction is il
larpe and the maximmm height of waves 13 3.2m in the southeastern direction. , iy

C. Average rainfall in the area is 620mm/year.

4) Economic Value of a Developed Port

3. 10 billion tons of magnesia ore depasited in Danchon region could be exported through

this pon after treatment in Danchon Magnesia-Clinker factory which is Lkm from the port
&/
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b. 480,000 tons of coke and 140,000 tons of heavy oul cc;ﬁld be Lmported through the port
as we plan to export 2 million tons of magnesia-clinker each year.

¢. Lead and zinc ore of about 300 million tons deposited in the Danchon region could be
processed in the Danchon Smeltery which is 0.Skm away form the port. More than
100,000 tons of zinc produced m its smeltery could be exported and more than 300,000
tons of concentrated zinc ore could be transported to the smelteries in Wonsan and

Nampo.
d. Qxiantity of freight goods in this port is anticipated to be over 3 million tons/year.
2. Purpose of Foreign Investment

To construct a port to allow 20,000 MT vessels to enter and to gradually develop the port
to accommodate 100,000 MT ships.

o7
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. Name and General Information

[} Name: Unsan Mine

2) Location: Pukjm Worker's District, Unsan County North, Pyongyang Province, DPR
i of Korea. Mine is located 40km away from Hyangsan statiop of Hyangsan County,

-\_."r el #

Railway and Road: Mine was connected by raitway 1o Hyangsan station, but the link was
destroyed by flood in 1995. Class 2 road comnects to Hyangsan County.

3) Actual State

Brief History: Japan had developed two large ore depasits as long ago as 1910. The mine
was abandoned in 1973 and developed again in 1977 when a plant with 30,000 MT/year
capacity was constructed. In 1981, 50,000 MT of ore (grade: Au 3.1g/ore MT) was
extracted and 183kg of gold was produced.

£ Estimated amount of deposits by survey: Survey on this are has not been conducted ia
3 derad but, at present, estimated amount of gold deposits 1s about 50 MT.

Grade of ore: Gold 5g/ore MT
Sitver 25g/ore MT

2. Purpose of Foreign Investment |
To develop gold mines in the Unsan area on s wide scale, involving foreign capital
investment for updated surveying and mining and dressing equipment and materials.

+f

Page

15./28

@o15
Q014




- T kay
T R
[ 3
-

i L .i. ."..: ":i_ I:;‘.l‘. '

'
o

P e "i-'.'i"

Sent By: Asla Pacific Resouces, Inc.; 415 421 5450; Jan-4-00 10:02;

U4/1478Y TUE 11:25 FAX 510 2049298 Nautilus Institute

02719799 FRI 14:37 FAX 202 647 7388 EAP/K

. Name and General Informationp

1) Name: Hyesan Mine

2) Locanon: Masan-doug Hyesan Ciry, Ryanggang Province, DPR of Korea. Point is
lattude 41° N and longitude 128° E.

Rallway and Road: Mine is connected by electric railway to Pyongyang-Hyesan and 3
Class 1 road runs paralle! with this railway.

3) Acmal State
[t was first developed in 1967.

Estimated amount of deposits by survey:
a. Quanrtity of ore: 15,751 milliop MT
Grade: 1.09%

Content: 172,000 MT

b. Quantity of lead and zinc ore: 3.743 million MT
Grade of lead: 1.2%

Coatent of lead: 420.000 MT
Grade of zine: 2.5%

Content of zinc: 96,000 MT
c. Ore is mined in two underground areas.

Supply of electricity
Current mstalled capacity is 29,800Kw but the average electricity required is 6,800Kw and
capacity of the substation is 17,600KvA. 66,000V power transmission line is lmked to the
Substation. -

Supply of water

More pumps and stations are needed to increase supply of mdustrial water for the dressing
plant (when treating | million MT).

- 4) Production Capacity of Mime and Products
3. Mam products are concentrated copper ore and some concentrated lead and zinc.

b. Production capacity is | million MT of copper and 100,000 MT of lead and zinc ore.

C. Actua.l figure of production: Copper ore - 500 , 000 MT/year
& Copper - 4,600 MT/year
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5) Composition of ore:
Cu: 0.3-1.1%

Pb: 1.2-1.8%

Zn: 2-2.8%

_':-_.:' B: 0.01-0.06%

- Co: 0.003%

13 Ag: 1-3g/MT

%8 N 0.001-0.003%

o Mo: 0.05%

6) Ssale of Products

Concentrated copper ore is transported to Nampo Smeltery (800km) by railway where it is -
smelted.

2. Purpose of Foreign [ovestment

To substantially increase ore production through the use of modern mining equipment and |
materials. '
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