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MF-203* _ ' For Government!s Use -Only Ce e
Revised March 24, 1955 RECEIVED EXPLORATION PROJECT CONPRACT
/&ining Company

erator___Sh s
SEP 161955 gﬂcke: No. DMEZI-IEEEIB

Contract No. Idm-
Contract Date

CONSENT TO LIEN

To the United States 4&f America:

Referring to \that certain land in the County of Céchise , State of

Arizona described as follows:1/ -

‘ .

| Patented Mining Claiks: "The Empire, Charlegfton, Coppe.r I_Be‘llle, Elizabeth,
| " Durand, Dandy, Oak Gryve, Joe, and Katheri K, UnmitedStates ?a‘ten‘tr—‘

| . recorded in the O‘ffic‘g\of the County Reco%Zr ‘of--Cochise County, Arizona,
| in Book 26 of Deeds of ﬁne,. at Page DU/"C 5eq.

Unpatented Mining Claim: \ick /

which is the subject of a proposed expl-aatlon profi
with the United States of Amerlca, here\; ‘

’

ct contract hereinafter called the "contract "

. |
1. Undertakes and agrees that pro.hrty in which the Government may acquire an interest ‘
" or equity under the contract may be dlsmangfed \:evered frqm the land, and removed, as may be pro- |
vided in the contract; and the Governmeg/“s intdrest and equity in such property shall be prior
and superior to any adverse right or clifn of the Wndersigned;

2. Grants to the Governngt a lien upon\all of the undersigned's right, title, and

interest in the land and upon any p 1s therefrom to -secure the payment to the
Government of a percentage royalty/on production as mdy be provided for by the contract;2/ and
represents and undertakes that thef i iend, or encumbrances upon the undersigned's

right, title, or interest in the i '4 granted to the .Government other than
the following:3/ X .

R.F.C. claim for $2,500, wi i , Rayable at rate of 5%
i/ \ .

3. Undertakes fand agrees neither to commit any act nor

with the provisions of tlhis Consent to Lien; and to give advance noti

under this Consent to Ljen to any subsequent transferee, mortgagee, enc
of the undersigned's rjght, title, or interest in the land; and

royalty.

ssert any claim in conflict
of the Government's rights
brancer, or lessee of any

1/ Either (a) insert/the legal description of the land, or (b) strike out‘\§: words "as follows"
and insert "in a/lease [or contract, deed, or other document] dated i ,
and recorded 1n(book ‘page __ - . official records of sald‘%ounty " If (b) is
used, the book and page of recordation cannot be dispensed with. If the space provided is insuf-
ficient, use an Annex, and refer to the Annex in the space. )

2/ Mining or production from the land is not required, and in the absence of production there is no
obligation to repay the Government. .

3/ Write "none" if that is the case, Do not leave lines blank.






4. Consents to all amendments and assignments of the contract without notice thereof,
and agrees that this Consent to Lien shall extend and apply thereto.

5. Added provision:

. e =

AUG 2 5 1955
Dated this day of _ , 196__.
[Seal]
[sea1]
[Seal]
) I, : ‘cortify that I am the ‘
. i (Secretary, etc.) of the corporation named herein; that
T T T _
»J”“"*’“’$G'" “who signed this agreéemnent was then (President

or Vice—President etc.) of said corporation; that said agreement was duly signed for and in behalf
of said corporation by authority of its governing body, and was, withln the scope of its corporate

P

.
N . .
%, .
. © N i . N
L. w Y

Interior--Duplicating Segidon, Washington, D. C, T7662






Government's copy

MF-200 . w . -
(Revised June 1954) . Docket NO DMEA

-~ _UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERI®OR

FENSE MINERALS EXPLORATION ADMINISTRATION
EXPLORATION PROJECT CONTRACT!

It is agreed this UG 2 5 1955 day of , 195.._, between the
United States of America, actlr;}}i}‘liough the Department of fhe Interlor Defense Mlnerals Exploration

Administration, hereinafter called\the “Government,” and % -,_S.h_an_ngn_‘_M;L_n_l_ng;_-.Q.ompany., ............ :
Delaware corporatlon (sXbsidiary of Pe Mining Company which is

whose malhng address is P, 0. Box.\ Q0 o f . '
.......... Silver City\ New exico ... ,
hereinafter called the “Operator,” as followsy i

under the authority of the Defense Production Act of
—2 ), the attached Exhibit “A,” Annex I, and 3.Maps..

ARTICLE 1. This contract is entéred in
1950, as amended. It consists of this form (

The Operator shall not transfer or asggn this ¢ tract or any right thereunder Wlthout the wrltten
consent of the Government.

ARTICLE 2. Operator’s property fights.—(a) The l
inafter called “the land”) is in the Statf of .._Arizona
and is described in Annex I.2 Ny

(b) The Operator represents ayd undertakes that: ,

(1) The Operator is the /___See Annex. I . .\ .ofs .. See BAnnex_ T ...
in the land in possession ang entitled to possession for all o\the purposes of this contract, under’

d which is the subject of this contract (here-
_____ , County of ..Cochise . ,

only to the followmg claigi s hens, or encumbrances: .R.F.C... clxim. f or.. $2,500 ~Without
¢ at rate of 5% . royalty. o N,
(c) The Subordma'ti'c; { Agreement of the holder of any claim, lien, orncumbrance listed 'QB&E
and (if the Operator does/hot hold the legal title) the Consent to Lien of an)holder of the legal title

the blank.

! If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it'\ ]
nership with names of

*Insert name, and if an ¢rganization, its nature (corporation and place of incorporation, p

partners, ete.). |

? State on a separate shget marked “Annex I” the legal descrlptlon or enough to identify the

exc]udmg any areas from which the production is not to be subject to the Government’s percentage r
* Insert “owner,” “lesseg,”” “contract purchaser,” “locator,” ete. .

operty, particularly

® Insert “the entlre 1nterest ? “the mineral rights,” “an undlvxded one-third,” ete.
¢ Insert “deed,” “lease,”; “contract ” “location notice,” “patent,” etc.
"If not recorded so indicate by msertmg “un.”






(d) The Operator shall preserve and maintain his right, title, and interest in the land and his right ‘

to the possession thereof for the purposes of this contract, and shall devote the land and all existing
improvements, facilities, buildings, installations, and appurtenances to the purposes of this contract.
Until the lapse of the time within which the Government may make a certification of discovery or
development without any such certification having been made, and after any such certification has been
magde, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government’s
- right to a percentage royalty on production and lien for the payment thereof. If the Government makes
no certification of discovery or development within the time limited in Article 8, it shall thereafter have

g(()bc)la(tilr;l against the land or any production therefrom except for any production referred to in Article

ARTICLE 3. The exploration project.—The project is a search for indicated or undeveloped deposits

of ..copper, lead, and zine . S The work to be performed
is described in Exhibit “A.” « The Operator on-or-before . y e ‘shall commence
the work, and on or beforeS__?_P_tembeI’ 1, 195 (unless the Operator’s obligation to prosecute

the work is terminated—see Article 10) shall either have completed the work or shall have incurred
allowable costs (see Article 6) in a sum not less than the estimated. total allowable cost set forth in
Exhibit “A,” except as otherwise provided in Exhibit "A. »

ARTICLE 4. Performance of the work.—(a) Operator’s responsibility—The work shall be per-
formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with
good mining standards and State regulations for health and safety and for liability insurance covering
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to
bring it to completion within the time fixed. :

(b) Independent contracts.—To the extent that the allowable costs are estimated in Exhibit “A”
with express reference to performance by independent contractors on a unit-price basis (such as per
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed;
but if the reference in Exhibit “A” to any such independent contract requires the Government’s
approval thereof, payments under such contract will not be allowable costs unless the Government gives
its written approval of the contract. Any such independent contract shall refer to some specific and
identifiable part of the work, and shall be subject to all of the pertinent terms and conditions of this
exploration contract; but the Government shall not be considered a party thereto, and its rights under
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard-

“less of the provisions of any such independent contract and regardless of the Government’s approval
thereof, the Government will participate in payments to the independent contractor only on account of
work performed in accordance with the provisions .of this exploration project contract, and only to the
extent télat the Government deems the unit prices for the work under the independent contract to be
reasonable. : ' '

(¢) Government may inspéct.—The Operator shall consult with and inform the Government on all
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the
work under the contract, and also after a certification of discovery or development to inspect production
operations and underground workings. The operator shall provide the Government with all reasonable
means of access for such inspections. _ '

ARTICLE 5. Contribution by the Government.—The estimated total allowable cost of the project,

set forth in Exhibit “A,” is the sum of $..22.,100.0 ) .

The Government shall contribute .29.. percent of the allowable costs as they are incurred in a total sum

not in excess of $2 2050.00 - : : Provided, That until the Operator has

rendered to the Government his final report, and any final auditing required by the Government has been

made, and a final settlement of the contract has been made, the Government may withhold from the last
' ' 16—70617-1
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voucher or vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the
work or not in excess of the amount of the Government’s contribution to the cost of property which is or
may become subject to disposal as provided in Article 9(c), whichever is greater. The Government will
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments
by the Government are provisional only, subject to audit, until the account between the Operator and
the Government is finally audited and settled. - “Costs incurred” mean costs that have been paid or have

- become due and payable, or that in the opinion of the Government have become an obligation. The Gov-

ernment may make payments directly to independent contractors and suppliers for the account of the
Operator rather than to the Operator.

ARTICLE 6. Estimated costs.—(a) Categories of costs.—The allowable costs of the work to which
the Government shall contribute are limited to those that are direct, reasonable, necessary, and that are
estimated in Exhibit “A” by categories as specified in this article. If any category or subcategory is
omitted from the estimate of costs, or if the word “none” is annexed to the listing thereof, costs under
such category or subcategory are not allowable. Any excess over any estimate which is indicated as
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the
estimate of any category, subcategory, or item, either as to requirement or related cost, not indicated
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To
the extent that excesses over maximums other than the estimated total allowable cost of the work may
be necessary for the performance of the work, the Operator shall incur such excesses for his own account
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage
of the estimated, total allowable cost of the work.

To the extent specified in this article or in Exhibit “A” the following categories, subcategories, and
elements thereof are maximums; but if not so specified either here or in Exhibit “A” they are not maxi-
mums, and may be exceeded within the limit of the estimated total allowable cost of the work:

CATEGORY (1) —INDEPENDENT CONTRACTS.—Work to be performed under independent contracts
(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of
work for performance under an independent contract are maximums.

CATEGORY (2)—PERSONAL SERVICES.

Subcategory (a)—Supervision.—All elements of this subcategory (number of supervisors,
periods of employment, rates of pay, and total) are maximums.

Subcategory (b)—Technical services.—All elements of this subcategory (number of technicians,
-periods of employment, rates of pay, and total) are maximums.

Subcategory (¢)—Labor.

CATEGORY (3)—OPERATING MATERIALS AND SUPPLIES.—Includes such items as drill bits and steel,
explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track.

CATEGORY (4) —OPERATING EQUIPMENT.

Subcategory (a)—Rental.—The number of each object to be rented [6 mine cars, 1 truck], the
rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums.

Subcategory (b)—Purchases—The estimated total of this subcategory is a maximum.

Subcategory (c)—Depreciation.—All elements of this subcategory (time periods, rate of depre-
ciation, and subcategory total) are maximums.

CATEGORY (5) —INITIAL REHABILITATION AND REPAIRS.—Estimates under this category include all
requirements and related costs, such as labor, materials and supplies, and supervision at a rate not higher
than provided for in Category (2), and shall not be duplicated under any other category. The estimated
total of this category is a maximum,

_ Subcategory (a)—Initial rehabilitation and repairs of existing dbuildings, fiztures, and installa-
tions (exclusive of mine workings).—The estimated total of this subcategory is a maximum.

Subcategory (b)—Initial rehabilitation and repairs of operating equipment.—The estimated
total of this subcategory is a maximum. _
. 16—70617-1






CATEGORY (6) —NEW BUILDINGS, FIXTURES, AND INSTALLATIONS (EXCLUSIVE OF MINE WORKINGS) .—
Estimates under this category include all requirements and related costs, such as labor, materials and
supplies, and supervision at a rate not higher. than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. S

CATEGORY (7) —MISCELLANEOUS.—Repairs and maintenance (other-than initial) of operating equip-
ment, analytical work, prints and other reproductions, accounting, Operator’s share of payroll taxes,
liability insurance covering employment, travel, communications, and any other items of requirement or
cost that do not fall within any of the first 6 categories.

THE ESTIMATED TOTAL ALLOWABLE COST of the work is a maximum.
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government :

(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning,
or holding possession; , ' '

(2) Indirect costs, such as general overhead, corporate management, interest, taxes (other than
payroll and sales taxes), insurance (other than liability insurance covering employment), damages
to persons, damages to property (other than necessary repairs or replacements of equipment or
other property used in the work) ;

(8) Previous work performed or costs incurred before the date of this contract; and

(4) Deferred payments.—Any costs incurred by the Operator under any rental-purchase agree-
ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi-
sions of which payment of the full purchase price is deferred more than 90 days from the delivery
of the goods; unless the purchase agreement is approved by the Government in writing.

(¢) Reductions in_costs.—The Operator shall account for and give the Government -credit for any
incidental benefits, credits, or money received in the ordinary course of business in prosecuting the work
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern-
ment contributes to costs; and such amounts shall be treated as a reduction in costs incurred so that
they are available for use within the limit of the original estimated total cost. This provision does not
apply to receipts from production which are subject to the Government’s percentage royalty under the
provisions of Article 9.

ARTICLE 7. Reports, accounts, audits.—(a) Operator’s records.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may
have an interest; and shall preserve those with respect to work performed for at least three years after
final payment by the Government, and those with respect to production for at least three years after any
obligation to pay royalties to the Government has terminated. The Government may inspect and audit
said records and accounts at any time, either by itself or by a certified public accountant. If the Gov-
ernment elects to audit said records and accounts relating to the exploration work by certified public
accountant, it may do so as a cost of the work to which the Operator shall contribute. The Comptroller
General of the United States or his representative, until the expiration of said three-year periods, shall
have access to and the right to examine any pertinent books, documents, papers, and records of the
Operator. All of the Operator’s vouchers and records and accounts relating thereto and the Govern-
ment’s payments thereof remain subject to adjustment until final audit by the Government. If work
under this contract is carried on in conjunction with any other operations, or if labor, supervision,
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are
also used in connection with other operations, the costs shall be segregated and accounted for on a basis
and by methods and accounts that are satisfactory to and approved by the Government.

(b) Progress reports and vouchers.—The Operator shall provide the Government with five copies
of monthly progress reports in three sections as follows: (1) Operator’s Monthly Report and Voucher
showing detailed costs incurred during the reporting period; (2) Operator’s Unit Cost and Progress
Report showing the various types of work performed during the reporting period and costs incurred for
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on
samples taken concurrently with advance in mineralized ground. (Forms for reporting under (1) and
(2) above will be provided by the Government.) :
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(¢) Final report.—Upon completion of the work or termination of the Government’s obligation to
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in
addition to the final progress report and voucher). This final report shall include a geological and engi-
neering evaluation of the results of the work performed under the contract with an estimate of the ore
reserves resulting from such work, complete assay data, adequate geological and engineering maps or
sketches, and a summary of the work performed and related costs incurred.

(d) Report of sales.—The Operator shall provide the Government with suitable accounting and
documentary evidence covering all production to which the Government’s percentage royalty relates, such
as copies of smelter or concentrator settlement sheets, and certified accounts of production and sale or
other disposition of production.

(e) Compliance with requirements.—If in the opinion of the Government any of the Operator’s
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the
Government may procure the making or completion of such with suitable attachments as an expense of
the work to which the Operator shall contribute. The Government may withhold approval and payment
of any vouchers relating to insufficient or incomplete reports, records, or accounts.

ARTICLE 8. Repayment by Operator.—(a) Certification.—If the Government considers that a
discovery or development from which production may be made has resulted from the work, the Govern-
ment, at any time not later than six months after a sufficient final report and final account (see Article
7) has been rendered, may so certify in writing to the Operator. Such certification shall describe broadly
or indicate the nature of the discovery or development.

(b) Royalty on production.—The Operator, as principal if the Operator is the producer, or as surety
if the Operator is not the producer, shall pay to the Government a royalty on all minerals mined or
produced from the land, as follows: (1) regardless of any certification of discovery or-development,
from the date of the contract until the lapse of the time within which the Government may make such
certification, or until the total net amount contributed by the Government without interest is fully repaid,
whichever occurs first; or (2) if the Government makes a certification of discovery or development,
within a period of ten years from the date of the contract, or until the total net amount contributed by
the Government without interest is fully repaid, whichever occurs first.

(¢) Basis for computation.—The Government’s royalty shall be a percentage of the gross proceeds
D

(including any bonuses, premiums, allowances, or other benefits) from the production sold, in the form
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the f. o. b. point) ; except, that
charges of the buyer arising in the regular course of business, and shown as deductions on the buyer’s
settlement sheets, on account of the cost of treatment processes performed by the buyer, sampling and
assaying to determine the value of the production sold, and freight paid by the buyer to a carrier (not
the Operator), shall be allowed as deductions in arriving at the “gross proceeds” as that term is used
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid
by the Operator or by anyone other than the buyer, are not deductible in arriving at the “gross proceeds”
as that term is here used. The term “treatment processes,” as here used, means those processes (such as
milling, concentrating, smelting, refining, or equivalent) applied to the crude ore or other production after
it.is extracted from the ground, to put it into a commercially marketable form ; excluding fabricating or
manufacturing.

(d) Unsold production.—If any production (ore; concentrates, metal, or equivalent), after the lapse
of six months from the date the ore was extracted from the ground, remains neither sold nor used by
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled),
the Government, at its option, as long as it so remains, may require the computation and payment of
its.-royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in
when the Government elects to require computation and payment. If any production is used by the
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government’s royalty on such production shall be computed on the value therof in the form in
which and at the time when it is so used. “Value” as here used means what is or would be gross income
from mining operations for percentage depletion purposes in Federal income tax determination, or the
market value, whichever is greater.

(e) Percentages of royalty.—The percentages of the Government’s royalty shall be as follows:

One and one-half (114) percent of amounts (“gross proceeds” or “value”) not in excess of eight
dollars ($8.00) per ton of production in the form in which sold, held, or used, plus one-half (1%)
16—70617-1
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percent for each additional full fifty cents ($0.50) by which such amounts exceed eight dollars ($8.00)
per ton, but not in excess of five (5) percent of such amounts.

(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (11%) percent; on an amount of ten dollars ($10.00) per ton, three and one-half (314) percent.)

(f) Time for computation and payment.—The Government’s royalty shall be computed and paid
currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided
in this article.

(g) Lien for payment.—To secure thé payment of its percentage royalty, there is hereby granted to
the Government a lien upon the land or the Operator’s interest in the land and upon any production of
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid.

(h) Notice to purchasers.—The Operator shall give notice of the Government’s claim for royalty
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty
directly to the Government and to furnish the Government with copies of the settlement sheets. If the
records of any production and sales or other disposition of production, whether the production is by the
Operator or by others, are not made available to the Government, the amount of the royalty may be
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his
estimate thereof shall be final and binding upon the Operator.

- (i) No obligation to produce.—Nothing in this contract is to be construed as imposing any obligation
on the Operator or the Operator’s successor in interest to engage in any production operations.

(j) Government not obligated to buy.—Nothing in this contract shall be construed as imposing any
obligation on the Government to purchase any minerals mined or produced from the land.

ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—All costs under this
contract shall be incurred by the Operator in the Operator’s own name and for the Operator’s own
account ; but any property acquired to the cost of which the Government contributes shall belong to the
Operator and the Government jointly in proportion to their respective contributions, although title thereto
shall be taken in the name of the Operator.

(b) Preservation of property.—Until the final disposal of any property in which the Government
has an interest the Operator shall preserve and protect same for the best interest of the Government, any
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government’s obligation to contribute, or when such property
1s not in use for or needed for the work, the Operator shall neither use it without the written consent of
the Government nor without paying a reasonable rental to be fixed by the Government for its interest.

(c) Disposal of property—Upon the completion of the work or termination of the Government’s
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator
shall promptly dispose of salable or salvageable property in which the Government has an interest for
the joint account of the Government and the Operator, either by return to the vendor, by sale to others,
or purchase by the Operator or the Government at a price at least as high as could be obtained from
others, unless the Government in writing waives its interest in any such property. Without advance
approval of the sales price by the Government the Operator shall not sell at any price any item of property
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself
cares to give. Property remaining upon any termination of the work shall be considered in groups or
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining
unexpended portion of any such group or category is less than $50, the Government waives its interest
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it-
from the land, the cost thereof to be treated as a cost of the project.

(d) Default of the Operator re disposal.—If within 90 days after the completion of the work or ter-
mination of the Government’s obligation to contribute to costs, or after the property is no longer needed
for the work, or after such further time as the Government may in writing allow, the Operator has failed
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the
Government, at any time prior to final settlement under the contract, may pursue one of the following
two courses: (1) the Government, by written notice to the Operator, may place upon such property what
in its opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per month from the

. 16—70617-1





date such property was purchased under this contract to the termination of said 90-day period; and such
property shall thereupon be. considered and accounted for as having been purchased by the Operator at
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such
property wherever it may be found, and remove and dispose of it for the joint account of the parties.

ARTICLE 10. Termination of the Government’s obligations.—(a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate the probability of
making a worthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and thereupon: (1) the Government
shall be free of all obligation to contribute to costs not then incurred other than such as may be allowable
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting;
and (2) the Operator shall be free of all obligation to prosecute the work other than such as may be
necessary and incidental to winding up, reporting, and accounting. ’ S

(b) If in the opinion of the Government the Operator is in any manner in default under the terms
of the contract, the Government may give the Operator written notice of such default with a specification
of reasonable time within which the default must be cured; and if the Operator fails to cure such default
as required, thereupon: (1) the Government shall be relieved of all obligation to contribute to costs not
incurred when the notice was given, other than such as may be allowable by the provisions of the contract
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free
of all obligation to prosecute the work other than such as may be necessary and incidental to winding up,
reporting, and accounting. The remedy provided for the Government in this paragraph “(b)” is in addi-
tion to any other remedy provided in this contract, and in addition to any other remedy the law may
provide for breach of contract.

(c) The giving of any notice by the Government under the provisions of this Article 10 shall not
affect the Government’s rights as provided for in the contract with respect to a percentage royalty, and
such rights shall be fully preserved.

ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If
mailed, notices are deemed to have been delivered five days after the date of mailing.

ARTICLE 12. Officials not to benefit.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom;
but this provision shall not be construed to extend to this contract if made with a corporation for its
general benefit.

ARTICLE 13. Changes and added provisions.—

16—70617-1





Executed in sextuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

Adminlstrator, Defensfiit/z.ls

Exploration Administration

SHANNON MINING COMPANY

(Operator)
By
) , certify that I am the
eeeeiaeeaeneya e e eeeaneaenn secretary of the corporation named as Operator herein;
that . s who signed this contract on behalf of the
Operator, was then ... of said corporation; that said contract

was duly signed for and in behalf of said cor poratlon by authority of its governing body, and is within
the scope of its corporate powers.

[ CORPORATE
SEAL

U. S. GOVERNMENT PRINTING OFFICE  16—70617-1





EXPLORATION PROJECT CONTRACT
SHANNON MINING COMPANY
DOCKET NO. DMEA-3515

ANNEX I
The land referred to in Article 2 of the contract
fovm consists of mining claims located in Turquoise Mining
District in Cochise County, State of Arizona, as follows:

1. Patented claims

The Empire
Charleston

| Copper Belle
Elizabeth
Durand
Dandy
Oak Grove
Joe
Katherine A

United States Patent to these claims is recorded
| in the Office of the County Recorder of Cochise County,
| State of Arizona, in Book 26 of Deeds of Mine, at Page
| 50 et seq.

2. Unpatented claim

Pick

A1l of the above claims are shown on the attached
map, entitled ”Figure 2, Claim Map, Shannon Mine, Cochise
County, Arizona.

The Operator holds the land as assignee under a
lease-option agreement which grants the right to acquire the
entire interest in the patented claims and such rights in
the unpatented claim as lessors hold.





.
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EXPLORATION PROJECT CONTRACT TR i
SHANNON MINING COMPANY e
DOCKET NO. DMEA-3515

EXHIBIT "A"

Description of.the Work

The work consists of diamond drilling from the
surface, and is divided into two stages. The diamond drill
holes shall have a minimum AX size. The Operator shall
perform Stage I and shall perform so much of the work under
Stage II as the Government approves in writing in advance.

Stage 1

Under this stage 5,500 feet of diamond drilling
shall be performed. The approximate locations, directions,
inclinations, and lengths of the holes are shown on the
attached maps entitled: "Figure 5. Locations of Proposed

| : Surface Drillingf Shannon Mine, Cochise Count$, Arizona,
| Mar. 1955," and "Figure 8 Generalized Sections of Proposed
Drill Holes, Shannon Mine, Cochise County, Ariz."

The locations, directions, inclinations, and
" lengths of the holes shall have prior approval of the
Government.

Stagg II

Under this stage not to exceed 3,200 feet of dia-
mond drilling, of intermediate holes, shall be performed,
if the Government is of the opinion that such work is
warranted, based upon the results of Stage I.

The locations, directions, inclinations, and
lengths of these holes shall have prior approval of the
Government. '

Estimated Costs of the Project

(In addition to the maximums fixed by the
.contract form, an asterisk indicates
maximum. ) ‘

Stage I
Category (1) Independent Contracts

5,500 feet of diamond drill-
ing @ $5.10/ft. $28,050.00






Category (2) Personal Services

Subcategories (a) & (b) Supervision and
Technical Services

Mining engineer and super-
visor, 6 months @ $475.00/
month $ 2,850.00

Consultant, 3 days @$100.00/ ‘
day _ 300.00 $ 3,150.00

Subcategory (c) Labor
None

Category (3) Operating Materials and Supplies

(The two items listed below are
the only items allowable under
this category.)
Electric power . , 100.00%*

160 core boxes @ $3.00/box* 480.00%  580.00%

Category (4) Operating Equipment
| None .

Category (5) Initial Rehabilitation and Repairs

None

Category (6) New Buildings, Fixtures, and Installations
None | ”

Category (7) Miscellaneous

(The three items listed below are
the only items allowable under
this category.)

100 samples assayed for cop-
per, lead and zinc @ $3.50%
per sample ‘

350.00






Category (1)

Category (2)

Payroll taxes and insur-
ance $ 430.00

Bookkeeping, 6 months @
$50.00/month 300.00

$ 1,080.00

Estimated Total Cost Stage I
Stage II

Independent Contracts

3,200 feet of diamond
drilling @ $5.10/ft.

Personal Services

Subcategories (a) & (b) Supervision and

Technical Services

Mining engineer and super-
visor, months @
$475 .00/month ‘ 1,900.00

Consultant, 2 days @ :
$100.00/day 200.00

Subcategory (c) Labor

Category (3)

Category (4)

Category (5)

None

Operating Materials and Supplies

(The two items listed below are

the only items allowable under

this category.)
Electric power 50.00%
80 core boxes @ $3.00/box* 240.00%*

Operating Equipment

None

Initial Rehabilitation and Repairs

None

$32,860.00

16,320.00

2,100.00

290.00%*





Category (6)

Category (7)

New Buildings, Fixtures, and Installations

None

Miscellaneous

(The three items listed below are
the only items allowable under
this category.)

40 samples assayed for cop-
per, lead and zinc @ $3.50%

per sample $ 140.00
Payroll taxes and lnsurance 190.00
Bookkeeping, 4 months @
$50 .00/month : 200.00 $ 530.00
Estimated Total Cost Stage II $19,240.00
Estimated Total Cost of Project $52,100.00

“Government's Participation @ 50% $26,050.00
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File Copy
Surname

9. ask

‘. UNITED STATES - . ,
DEPARTMENT OF THE INTERIOR' = . ~
DEFENSE MINERALS EXPLORATION ADMINISTRATION - o § :

o WASHINGTON 25,D.C. /)
‘ ' : o /‘q%/;/é

. sEP211985°

Mr, Joseph He Taylor
¥ice Presideat
Shamaon Mining Cempany
Post Office Box X9

- Bilver City, New Nexico

Re: Docket No. IMEA-3515. (Copper=~
 Lead<Zime) - - o
Sharnon Mlaimg Company
Shanuor Mime . '
Coghise Couaty, Arisona

| Dear Mr. Taylor

This 1s with referemce to your letter dated Septamber 8,
to Ar. W. E. Sterms, with which you returmed the umsigmed sopies
of a contract eoverimg the cited property, As you did mot desire
to execute this contract, we are therefore placing it im owr
imactive files, o o L

~ If, ia the tutm-e, you shonld desire to file amother _
arrlicstion for Govermment exploration assistasce, we shall be
- glad to comsider it amd will give it our ismediate attemtionm.

'SiﬁCerely yours, |

| JWALt/er 9/21/55 .k E-V“’h"”“.-(“‘g? v
Copy to: + Docket ‘ g
- - Admr R File Lo

Op. Committee o~
Base letals BGTING .
¥r, Bishop, USBM

Mr. Kiilsgaard, UGS
Region III (2)

Chron. '

Administrater






UNITED STATES '
DEPARTMENT OF THE INTERIOR 500

DEFENSE MINERALS EXPLORATION ADMINISTRATION
WASHINGTON 25, D. C.

September 21, 1955

Memorandum
Tos Chief, Operations Control & Statistics Division
Froms Chief, Base Metals Division

Subjects Withdrawal of Shannon Mining Company's Application,
Docket No. DMEA-3515, Copper-Lead-Zinc, Shannon line,
Cochise County, Arizona

Will you please withdraw the cited application from the
active files. It is being withdrawn because of the reasons stated
in the letter to W. Re Storms from Joseph H. Taylor, Vice President,
Shannon Mining Company, dated September 8, and in compliance with the
memorandum from the kxecutive Officer, DMEA Field Team, Region III,

dated September 13

W. R. Griswold






: . : , ~ File “opy ,
S . : S " Purname .
UNITED STATES /!
- DEPARTMENT OF THE INTERIOR soo

‘ "DEFENSE MINERALS' EXPLORATION ADMlNlSTRATlON

WASHINGTON 25, D. C. ~(§,

‘Septamber 21, 1955

Jh-orudun
Tps . Chiet, Oporatiou Coat.rol & Suts.stica Divi.xion
Froms  Chief, Bass Hetals Division |

.‘ Snbjwts thdraual ‘of SBhammon Mining cupw's Application,
_ Docket No. DMEA-3515, Copper-Lead-Zisc, Shansom mu,
Cochise County, Arisoma

8111 yon,pleaao withdraw the citcd application ﬁrau the
ac’ciu £iles. It is beimg withdrawn because of the rsasons stated
. 4in the lstter to Wo Re Storms from Joseph . Taylor, Vice Presideat,
Shasson Mining Company, dated September 8, and im compliance with the
nencrandom from the Exeeutive Otficor, DMEA Field Tcan, Region 11z,
dated September 13. : ‘

Grisw old -

W. xyi ar'mom L

. JWAlt/er - -
" Copy to;-‘Docketf
o Base letals
Chron,






UNITED STATES
DEPARTMENT OF THE INTERIOR RECEIVED
DEFENSE MINERALS EXPLORATION ADMINISTRATION

WASHINGTON 25, D. C.

gEp 161858

September 13, 1955 2(

224 New Customhouse
Denver 2, Colorado

MemorandumV/
To: Chairman of the Operating Committee, DMEA
From: Executive Officer, DMEA Field Team, Region III

Subject: Docket DMEA 3515 (CopperaLead-Zinc), Shannoh-Mining
Company, Shennon Mine, Cochise County, Colorado

Enclosed are the Govermment's, Finance Office, Field
Team, Docket, Division, and Operator's copies, unsigned, of the
subject proposed contract. Also enclosed are the unsigned copies of
Owner's Consent to Lien. e

Two copies of the applicant's letter to Mr. Storms
are attached. The applicant is no longer interested in the

Exploration.Project. . (j
‘\lj\){;{\‘\j\ /

W. M. Traver

Enclosures -
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@ ox . ~ . DMEA

oxoxxx Date Rac'd.

e,

September 8, 1955 -y SEP 12 1955

=y 4 A0 - o
§FO T Y1005BURPEAU OF MINES
Denver, Coivrado

Res DMBA Docket 3515, (Copper—
Lead-Zinc), Shannon Mining
Company, Shannon Mine,
Cochise County, Arisona

Xr. W, R, Storms, Superintendent
Southwest Experiment Station

P. O, Box 4097,

University Station

Tusson 5, Arisona

Dear Mr, Storms:

Mr. Traver's letter of August 30th has been received and
earefully examined.

It 1s now nearly a year since we made application to DMEA
for exploration for copper, lead and sinc. During this past year
we have spent a very large amount of money at Shannon Mine and
done some thousands of feet of diamond drilling, pumped the water
out to the 500 level, cleaned up levels and laid trask. Due to
the diamond drilling whigh we have done, the proposals in our
original application would no longer apply to ths best sones for
prospesting. For this reason it is difficult to see where we
oould go ahead with such a contract at present. .

I am enclosing the original and six copies of Form MF-203,

Owner's Consent to Lien, which were sent to me by Mr. W. M, Traver
and which he requested bs exscuted and retumed to you.

With kindest personal regards, I am,
Very truly yours,
SHANNON MINING COMPANY

0./

4
Jog. He quor
Vibe Presidmt

JHT ¥

oot Mr, W M, Traver, Dxecutive Officer, IMEA
¥r. Morris Blumberg, President
Mr. Lo Re &M. Vice President

YT T NS s

W






. | UNlTED STATES RECEWED
DEPARTMENT OF THE INTERIOR T ‘

B Sy o
DEFENSE MINERALS EXPLORATION ADMINISTRATION SEP =£1955
 WASHINGTON 25, D.C. L ' o

24 Bew Cutombouse v"‘““”’ 7y

Tos a. R. Stom
From: Executive orﬁcar, m Field !m, xegflon Ixx

Subject: Docket: m 3‘-‘15, {Comr-uﬁ—zm), mm Nining Cm

hcloudmtbutollw&us
L cowotamurtmthemo&the
' Operating Committee dated August 25, 1955
2. Copy of a mewmorandum from the Acting
Assistant Sclleitor of Defense Minerals
3. Copyotwmwhm‘mucm
dated August 30, 1955 .
k. Coples of the comtrect as follows:
. Finanee Office copy
Field Temm copy
Doeket copy
Division copy

mmmnmmmmm“thi»Mnuuxtm
m:uuruppmul

xrmmtuutmmntom,m-umm
‘of Owner's Consent to Lian iz esch copy of the comtract and retarn
¢ remaining tvo copies of Owner's Consent to Lien to this offioe.

mmm:mon-mmmmmwm
unmmmmnmwwmmm:rwmamm
hmhaofmcmmw

. Yhmmhanmhud.mhoowormmmnmd'
m,wmmzutwmmum'smmmmm
mwmsom@.

‘ kwmmmmmtnmummmmmo
vtorhicwwm&wmmmmmaarﬂm.

ﬁ. H. Traver






o UNITED STATES = R
' DEPARTMENT OF THE INTERIOR :"“%’@’E"

DEFENSE MINERALS EXPLORATION ADMINISTRATION »
WASHINGTON 25, D.C..

o — gt 39, 1955 g 7955’,
22k New Customhouse '

Mr. Joseph E. Taylor
Shennon Mining Company .-
Silver City, New Mexico R T S
S - ng:'am, Docket 3515, (Copper-
lesd-Zinc), Shannon Mining
_ Company, Shannon Mine, eochiu
- ' S Oomty, Arimne
Dear Mr. Taylor:

. xnclooed are the origim and s&x copies of !aum-

. MP-203, Owvaer's Consent to Lien. Please have the owners

sign aad return all copies to Mr. W. R. Storms, ﬁuperintn&ent
Southwest Experiment Station, P.e. Box. k097 ’ Murﬁty '
Station, Tucson 5, Arizona.

. When Mr. Storms receives thc properly mmt'ed‘
copies of the Owper’s Comsent to I.ien, m wil.l continue :
~ to process your comtreet. o

- Very truly ymrn,

. K. f‘r
. Executive Officer, DMEA
" Field Team; Reglom IIX

Enelosures






Dear ¥r, Traver:

~ File Copy
' DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION
WASHINGTON 25, D. C.

M. . H.fravee AUG251955

. Bxeocutive Officer

DA PSeld Teanm, Region III
224 New Customhouse Nldg.

 Re :M-'trllo. DEAISIS {Cog :..._a.l '
o Zine) - <W »

Shaanon Hining Company
Shannon Mine
Cochise County, Arizons

- We are encloaing the original end five copies of a contract |
to the cited property, signed by the Adainistrator, together with
Annex X, Exhibit "A% (K pages), Aud three naps, 3 :

Before the contract ean be exocuted it will be necessary for
the Operator to obtain Consent to Lisn, 2The mecessary eopies are en-

It will be mecessary o insert in the contrast, in the space
providoed under Article 3, the date when the Opsrater shall commence
work on the yroject, R ~ ;

For your information we are enclesing copies of a mamorandum
frou the Acting Assistant Seliciter, Defense Minerals, dated Awgest 18,
It is our opiniom t at the wapatented Pick olaim will rot hHhave any bearing
on the work to be done under the terms of the cortract as apparently me
work will be dome om or near this claim, A - -

: I the contrast meets with youwr appreval, kindly preswmt it %o
Applicant for approval and signature and, when completed, distribute the
eopies in the wsual menner, In the event that the contract is set satise
factory, and eammot be amended within your delegated asthority, retura all
eopieas with your recommendation ssscerning say modificatioa. '

: - George C, Selfridpe ‘.
weloourss © " Chairman, Opersting Comitted ¥/

e JWALt/er 8/22/55 o
APPROVEDs Copy tos */éocke_t -~ Chron

/s/ Rgbert W. Geehen Mj - Admr 3 File

Sember, Baress of Wnes B S ttee
’. . d

- Base Yetals -

~Thor H. Kiilsgaard [335 "~ Mr. Bishop, USHI Y

- My, Kiilsgaard, USGS
Mol s

' g UNITED STATES . .. oy W\






. ' UNITED STATES ‘.
DEPARTMENT OF THE INTERIOR

OFFICE OF THE SOLICITOR
WASHINGTON 25, D. C.

AUG 18 195%

Memorandum%’
To: The Administrator, DMEA
Attention: Mr. Griswold
From: Acting Assistant Solicitor, Defense Minerals

Subject: Docket No. DMEA-3515, Shannon Mining Company
(Copper, lLead, and Zinc

As requested in Mr. Griswold's memorandum of
August 9 we have prepared the attached contract, subject
to the attachment of the Consent to Lien of the owners-
lessors prior to execution of the contract.

It will be noted that one unpatented claim, it
appears to be a small, fractional one, is included in
Annex I as part of the land. The extent of the applicant's
rights in this one unpatented claim are not clear, due to the
language of the agreement covering it. If the claim is of
real importance to the project, the applicant's rights
therein should be clarified prior to execution of the contraet.

Paragraph 4 of the Lease-Option Agreement of April
T, 1954, recites that an RFC loan on the land described
therein was obtained in June of 1C¢li'in the amount of
$5,000.00. $2,500 of this loan has been repaid, and the
balance is repayable, without interest, by royalty on pro-
duction, in the amount of 5 percent, much like a DMEA
royalty is paid. As the RFC's debt is payable from royalty,
the risk that the land may be foreclosed by RFC is small,
and it 1s also unlikely that the landowners would permit
foreclosure for the relatively small amount of the RFC claim.
Thus, it would seem that subordination of RFC's claim to
DMEA's is not required, in this casé, and Article 2(c) of
the contract form recites that subordination is waived.

/f 2@?%2%;%%2;Z¢25¢¢7 |
,fé?é;f Ho und

‘“Acting Assistant Solicitor
Defense Minerals

Attachment





.. UNITED STATES ' S 6 o
' DEPARTMENT OF THE. INTERIOR. o

'OFFICE OF THE SOLICITOR
" WASHINGTON 25, D. C.

“AUG L 31955
mmomdim
To: The Administrator, DMEA
' Atuntiom. Mr. Griswold
Prom: Acting Assistant Soligitor, Defense Minerals

Subjeoct: Docket No. DMEA-3515, Shannon Mining Company
(Copper, leed, and Zine

As requested in Mr. Griswold's memoreandum of
August 9 we have prepared the attached contract, subject
to the attaschment of the Consent to Lien of the owners-
lessors prior to exscution of the contreeot. :

It will be noted that one unpatented oclaim, it
appsars to be a small, fractionel one, is included in
Annex 1 as part of the land. The extent of the applicant's
rights in this one unpatentsd claim are not clear, dus to the
language of the agreemsent covering it. If the claim is of
real importance to the project, the applioant's rights
therein should be sclarified prior to execution of the contrept.

- Paragraph 4 of the lease-Opticn Agreement of April
T, 1954, recites that an KPC losn on tha land deseribed -
therein was odbtained in June of 195/ in the amount of
$5,000.00. $2,500 of this loan has been repaid, and the
bg'ian« is repaysble, without interest, by royaity on pro-
duction, in the amount of 5 peroent, muceh l1ike a DMEA
royalty is paid. As the RPFC's debt is payable from 1ty,
the risk that the land may be foreclosed by RFC $s samsll,
and it is also unlikely that the landowniers would permit ;
foreclosure for the relatively amell amount of the APC claim.
Thua, it would seem that subordination of RPC's claim to
PNEA's 18 not required, in this case, and Artiele 2(¢) of
the contragt form recites that sudbordinstion is waived.

HCRubin/emd . _
Copy to: DMEA Docke
i Solicitor's Docket _ -7 Y. l_!ofﬂund ,
W. R. Griswold
J. L. Hofflund
H. C. Rubin
chron.

Attachment

J. L. Hofflund |
Acting Assistant Solicitor
Defenss Minerals :
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£ |NTERIOR 5%

DEFENSE MINERALS EXPLORATION ADM[N]STRATION . »
WASHINGTON 25, D.C.

 1 iﬁaust‘9, 1955

Memorandum”” . »
Tos Acting Assistant .Solicitor, Defense iHinerals
From:  Chief, Base Metals Vivision ‘ |

| Subject: Proptration ot‘ Contract for &anaou Hining Company,
' - Shannon kKine (Copper-lead-2ine), Cochise Count.y,
Arisona, Docket No. IMEA-3515.

" Will you pleam prepare a contract for the oited projecte
A draft of the propossd contract is attashed to this memorandum,
Also will you prepare the nessssary coples of a Comsent to Liem,

The necessary copies of the three RApS are aimhod. ‘
g, B Griswold

| W. R. Griswold
WALt er ‘

/ .
/ ,
Copy to: Docket
Base Metals
Chron.






UNITED STATES '
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION
WASHINGTON 25, D. C.

.y

v,
7%

224 New Customhouse
Denver 2, Colorado July 18, 1955

(e

Memorandum"
To: Secretary to the Operating Committee, DMEA - Attention: Mr. Alt
From: Executive Officer, DMEA Field Team, Region III

Subject: DMEA-3515 (Copper-Lead-Zinc), Shannon Mining Companw, Shannon
mine, Cochise County, Arizona

Enclosed are the original and three copies of a memorandum
from T. M. Romslo, mining engineer, dated July 15, 1955 with transmittal
thereof by W. R. Storms which has to do with my telephone conversation
of July 12, 1955 with Mr. Alt regarding costs for core drilling on the
proposed contract on this subject loan application.

I believe the two memoranda are self-explanatory and answer

M(\mm

W. M. Traver

Enclosures






UNITED STATES RECEIV.E:
DEPARTMENT OF THE INTERIQR ¢ © 195
BUREAU OF MINES

REAU
Jdy 15, OF MINES

Box 4097 | ver, Colorado
. Tucson 5, Ariz,” ' © Adr Mail '

Memorandum ) |

To : We Mo Tra.ver, Execut:.ve Officer, DMEA Field Team, Reg:i.on III

From : Superintendent, Southwest Experiment Station "

Subject ¢ Docket DMEAp3515, Shannon Mining Co.'s Shannon Copper-

,. 'i.realczl-:zlnc Mine, Turquoise Mining Distr:.ct, Cochise County,

In answer to your air mail letter of July 12 (which was
received this afternoon), asking Romslo to submit a breakdown of
incidental drilling costs for the Shannon pfo_ject, I am enclosing
original and 8 copies of a memorandum by T. M. Romslo, regarding these
costs.

If only drilling is to be allowed, we are wondering why
Washington is using the long foﬁn contract? Why don't they use the

short form with so many feet of drilling a.t $0 many do]lars a foot?

brn s N Bane.

Walter R. Storms

CC W. M. Traver (8)
Je No Faick
DMEA-3515
DF

WRStorms:frj





t ) e DME 4
. ‘ ) . Date Rec's.
UNITED STATES
NSO 5 k Sfegey
DEPARTMENT OF THE INTERIOREVz2 UL 18 1637

BUREAU OF MINES B 2 7 1955 BUREAU OF ;+: ~a
B Penver, Col...

Box 4097 . '
Tucson 5, Ariz,” | July 15, 1955
Memorandum _ ' |
To : We Ro Storms, Superintendent, SW Experiment Station
From : To Ms Romslo, Mining Engineer, Tucson, Ariz,
Subject  : DMEA~3515 (Copper, Lead, Zinc), Shamnon Mining Company

(Shannon Mine), Cochise County, Ariz.

Reference is made to We M. Traver's memorandum of July 12,
1955 that requested a breakdown of diamond drilling costs and comments
on the drilling footages.,

Before presenting the requested information, I suggest that
the proposed allowance of $5,10 per foot be increased to.$7.50. This
will provide for a probable higher bid due to changing the project
from a 2-rig to a l-rig job,

C In the following breakdown of estimated additional costs I
have assumed the following: : :

l, Drilling 2 shifts daily and 6 days a week; .

2, Drilling can be completed in 10 morths on basds of
17.5 feet of advance per shift;

3. Core recovery, about 80 percent;

4, Present company's mining and rehabilitation

' operations will be in progress during life
of drilling project.

CC We Mo Traver (Orig. & 8)
Je Ne Faick . A
DMEA-3515
DF

TMRomslo:frj






~2-
Mining Engineer, #10 months at $475 OO/mo. $4,750,00*
Consultant, 5 days at $1oo 00/day . 500,00"
$5,275,00
Labor |

W

—1_Sampler, 250 days-@-$13;00/day  ———-——=~._3,250 .00

Operating Materials and Supplies o
Fuel and greases,-10 months @ $5.00/mo - - $50,00 —

Electric power for pumping mine water for
drilling ~-10-percent-of- orlgmal*ly

Supervision ' . '

allowed $1,500.00 150,00
Core boxes, 232 @ $3 00 each : 696,00
896,00
Operating Equipmen .
Dgpreclatlon,:- 5 0of originally proposed
. $11.16 per month for pickup truck; —$5.58
per-month for 10 months 55,80
Miscellaneous
-Re s to equipment (pickup.-truck)
Analof $10§00/mo. for 10 months . . : 50500,
ysis of samples , Pt N e 500,00
Payroll taxes, 15% of $8,000,00 iyl ot oe 1,200,00
Bookkeeping, 10 months @ $50,00/mo0 - 500,00
Estimated total before contract costs $11,726.80

*Mining engineer probably will spend about time on each the comma;at
drilling, and company mining and rehabzln.tatlon operatlens. I have
allowed full time because the services of the supervisor, estimated at
1/4 time at $1,000.00 per month, have not been included,

I have talked with Bryner regarding the suggestion that some of
the footage of Stage II be transferred to Stage I, We believe this
change is advisable and suggest stage I drilling be increased from
3,900 feet to 5,500 feet, The 5,500 feet of drilling will provide
for testing of over one~half of the favorable area by drilling on 3 of
the 4 sections., Drilling should start on section A-A' and proceed
progressively through sections B-B! and C-C' Y-

/7///% St

T. Me Romslo
Mining Engineer
Tucson, Ariz.
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.1 Sampler, 250 days @ $13.eo/w R L. 3,250.00
WML@IM . Vi |
~ Feil snd groases, 10 months @ $5.00/m0 §$50.00
Elestric power for pumping mine water for .
drilling - 10 porcent of u‘isimlly SR
allowed $1,500.00 .150,00
- Core boxes, 2.32@ 33.00 w:h A 696,00 :
: _ S ‘ . 896,00
| QE‘“QW |
o D?uu iofm::!mlly proposed .
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. Sotimua total before centract costs L -$11,726.80
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- drilling, and oompany mining and rehabilitation operatiins. I have

_allowed full time because the services of the mperviser, udmmdat
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3,900 feet to 5,500 feet. The §,500 faet of will _
for testing of over one-half of the favorable area by on 3 of

the 4 settions. mmmMmmmvmm
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'UNITED STATES
DEPARTMENT OF THE INTERIOR ebeliin
DEFENSE MINERALS EXPLORATION ADMINISTRATION /1 >~ AONINE I
- WASHINGTON 25, D. C. | - |

22l New Custoumhouse = | : S .
Deaver 2, Colorado L . ' . July 18, 1955

| Eﬁe;.lorandum » , _
Cer ,Seéréta':x-yfto' the'Opératihg cssﬁmee, DMEA -Attention:f M_i-. At
Fro;s;: . Executive Officer, DMEA Field Team, Region IIT | |
Subject: DMEA-3515 (Copper—Lead«Zinc) » Shannon Mming Coz.‘pa,zy, Shannon

aine > Cochise County, Arix.ona

Enclosed are the orlgmal and Three copies cf a mersrandum
from T. M. Romslo, mining engineer, dated July 15, 1955 with trans“itmal
‘thereof by W. R. Storms which has to. do with my telephone conversation
of July 12, 1955 with Mr. Alt regerding costs for core drilling on the
proposed contract on this Subgect loan application. ‘ '

X believe the two memorand.a are self-explanatcary and ansver

My, Alt s questions.
U. M. Trm

Enclosures
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( UNITED STATES '
DEPARTMENT OF THE INTERIOR
- DEFENSE MINERALS EXPLORATION ADMINISTRATION
| " WASHINGTON 25, D. C.
224 New Customhouse ' | ' B
Denver, Colorado = . , © July 12, 1955

- -AIR MAIL

mramm ‘/ 5/‘

To: Vo R, Storms

‘ rrou . Bxecutive Officer, DMEA Field !‘emn, Iiegmn X

Sub ject; )515 {(Copper, Lead, Zinc), Sha.mwn Mming %qpany
o {Shannon Mine), Cochise CQunty, Arizona

o Vaahington stated by telephone this mornmg that they are
preparing & long-form contract on the subject docket, allowing the

surface drilling part of the program as a preliminary m stages.

- mawmg $5.10 a foot for the independent contract (drilling),
they request that Romslo submit a breakdown of incidental drilling costs .
such as technical supervisory services, core boxes, sampling, assaying,
miscellaneous, etc., in order for them to arrive ait an over-all cost
for the drilling operaticms.

They also expressed the opinion that from drilling depths

- of eight hundred feet indicated in Stage I it might possibly be in

order to increase the footage allowance under Sta.ge I and decrease that
under Sta.ge II.

H:Lll you provide this office vith the cost breakdown and

comments on a revision of the drilling footages as soon as possible in
order that it might be forwarded to Washington and expedite preparation

of the contract. - .
- \D%“\Q\MW‘\

¥. M. Traver
WMI':dja |
cec: Docket 3515
~ Chron
.. Townsend
Traver

" Sec. Op. Comm.(Attn. Mr.Alt)(2) ¥

2\
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UNITED STATES
DEPARTMENT OF THE INTERIOR 500

DEFENSE MINERALS EXPLORATION ADMINISTRATION
WASHINGTON 25, D.C.

July 12, 1955
' ' o
Memorandum for the Filesv/7 Qﬁd&ﬁﬁ
From: J. We Alt, Base Metals Division .

Subject: Shannon Mining Company, Docket No. DME A-3515 (Copper-
Lead-Zinc), Shannon Mine, Cochise County, Arizona.

: .On this date, I phone W. M. Traver, Executive Officer, Region
III, in regard to the Field Team recommendation for the cited application.

I told him that we would prepare a contract according to his
recommendations to allow for surface drilling in two stages, but that
in order to do this we would need additional information as the costs
that are given in the Field Team report are for the entire work as pro=-
posed in the application. I informed him that there is no way to
separate these costs for surface drilling only. We would need to know
what allowance he would make for an engineer-geologist, core boxes, the
number of samples to be assayed for copper-lead~-zinc, the cost per
assay, and any other costs that are necessary,

The Field Team has recommended that Stage I shall consist
of 3900 feet of diamond drilling; Stage II, L4BOO feet of diamond
drillinge I suggested to W. M. Traver that it would probably be better
if the drilling allowance in Stage I be increased to 5000 feet and that
the allowance in Stage II be decreased to 3700 feet, the total amount
of drilling to remain at 8700 feet as recommended by the Field Team.
I explained that from the maps submitted by the Field Team that there
did not appear to be allowance for sufficiant drilling in Stage I,

Mr. Traver said that he would contact the engineer and would
endeavor to get this information to us soon.

F. W, ALt

Copy to: Docket
Base Metals
Chron.






UNITED STATES

DEPARTMENT OF THE INTERIOR JUL ad
BUREAU OF MINES ~619
WASHINGTON 25, D. C.

July 5, 1955

Re: DMEA-3515
Shannon Mining Co.
Shannon Mine

J
Memorandum Cochise County, Ariz.
To: W. R. Griswold, DMEA '
From: O. M. Bishop, Branch of Base Metals

Subject: Field Team reviews by Romslo, USBM and Bryner, USGS,
April 1955 transmitted by Traver and Harshman, June lll»

1955

I have reviewed the material submitted by the Shannon
Mining Company in support of their application for assistance in a
$125,000 program consisting of rehabilitation of portions of the
300- and 400-foot levels, T,000 feet of underground drilling from
these two levels, and 8,700 feet of surface drilling.

Mr. Romslo and Mr. Bryner of the examination team each
wrote a report concluding that exploration is warranted and offers
a reasonable chance of indicating a significant reserve of copper,
leed and zinc ore. In reviewing the two reports the DMEA Field Team
recommended that a contract be prepared to cover only the surface
diamond drilling since the potential for surface exploration ‘between
the Shannon mine and the Mona mine to the north is believed g‘ea.ter
than that of the proposed underground exploration.

Mr. Bryner in his report points out that churn drill hole
No. 3 collared about 100 feet to the north of the Shannon mine cut
39 feet of "heavy pyrite with ore in places," and that geologic
.relationships in the nearby Mona group somewhat farther north are
essentially similar to those at the Shannon mine with concentrations
of sulfide mineralization at the contact of the quartz monzonite
with the limestone.

It was also pointed out that since the underground drilling
program was planned without benefit of criticael examination of the
underground workings, it would be better if the. decision on DMEA
participation in such work were postponed until the operator completes
the rehabilitation work and a critical examination can be made.

I concur in these views.

Copy to: Div. of Minerals O. M. Bishop

Mr. Kiilsgaard
O. M. Bishop

E’lﬁs. Meyer






UNITED STATES

DEPARTMENT OF THE lNTERlOR . RECENRD
BUREAU OF MINES JUL
WASHINGTON 25, D. C. ~ 61955
July 5, 1955
Re: DMEA-3515
awmn nnim Co.
' Shannon Mine
Memorandum | Cochise County, Ariz.
Tos W. R. Grisvold, DMEA

From: 0. M. Bishop, Branch of Base Metals

Subject: Field Team reviews by Romslo, USBM and Bryner, USGS,
April 1955 tr‘nuittoa. by Traver and Harshman, June 1k,
1955

1 bave revieved the material submitted by the Bhannon
Mining Company in support of their application for assistance in s
$12%,000 program consisting of rehabilitation of portions of the
300- and kOO-foot levels, 7,000 feat of underground drilling from
these two levels, and 8,700 feet of surface drilling.

Mr. Romslo and Mr. Bryner of the examination team each
wrote & report concluding that exploration is wvarranted and offers
& yeasonable chance of indiecating & significant reserve of copper,
lead and sinc ore. In revieving the two reports the DMEA Field Teanm
recommended that @ contract be prepared to cover only the surfece
dismond drilling since the potential for surface exploration between
the Shannon mine and the Moni mins to the north is bel.iom greater
than that of the proposed underground exploretion. '

Mr. Bryner in his rcport points out that ¢hwrn drill hole
‘ Bo. 3 collared about 100 feet to the north of the Shannon mine cut
39 feet of "heavy pyrite with ore in places,™ and that geologic
relationships in the nearby Mons group somevhat farther north are
essentially similar to those at the Shannon mine with concentrations
of sulfide mineralization at the contaet of the quarts monsonite
with the limestone.

It was alsc pointed out that since the underground drilling
progran was plammed without benefit of eritical exsmination of the
underground workings, it would be better if the decision on DMEA
partieipation in such work were postponed until the operator completes
the rehabilidation work and a eritical examination can be made.

I concur in these views. |
O. M, Bfshop
Copy to: Ig.‘v. o )ﬁiwruls C. M. Bishop

h‘o nilw
O. K- B1lh0p
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UNITED STATES .
DEPARTMENT OF THE INTERIOR

BUREAU OF MINES o

* WASHINGTON 25, D. C. o ‘ JUL -3 1955

| July 5, 1955 v
Re: DMEA-3S1S
Suannon Mining Co.

. _ | - Cochise cmt,, m‘.
Tot . R, m, DMRA ‘ |
From: 0. M. Bishop, Branch of Bass Metals

Subject: Fiald Team reviews by Romslo, USEM and Rryner, USGS,
g;;l 1955 tranemitied Dy Traver and Eayshman, :umlk,

thrmmmummsmmuwmahmm
Mining Compeny in support of their application for sssistanoe in e
$125,000 eonsisting of rehabilitation c¢f portions of the
30~ and ~foct levels, 7,000 feat of underground 4rilling fyom
these two levels, and 8,700 feet of surface drilling.

©+ M. Romslo and Mr. Bryner of the emssination tesm each

wrote a report concluding that exploration is warranted and offers
& Yessouable chanee of indioating & significant reserve of eopper,
lesd ad sine ore. In revieving the two reports the DMEA Field Team
rescmmended that a econtract bde prepared to cover only the surfece
diemond drilling sinee the potential for surfees explorasion between
the Shamwn mine and the None mins to the noxth is believed greater
than that of the proposed underground explorstion.

: Mr. Bryner in his report points out that oburn drill hole
m.awnm»mtmmtwmmwunmun-mt '
39 feet of "hesvy pyrite with ore in places,” and that gsologis _
relasionships in the nearby Nona group scaswbhat fayther noyth are
sssentislly similar to those at the Shannon mine with concentxwtions
of sulfide mineralisation at the contaet of the quarts monsonite
with the limestone.

- It vas also pointed cut that since the unlerground
progras was planned without benefit of eriticsl eswmination of the
underground workings, it would be better if the Sscision on PMEA N
partieipation in sweh work were postponed until the operator completes
the rehabilisation work sod a critica) examination cen be made. \

I mur;:.n these views.

0. M. Bishbp
| cow w: nt'YOM.Owa . 4 n- 31‘1‘”
« M. Bishop
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UNITED STATES

DEPARTMENT OF THE INTERIOR
BUREAU OF MINES RECEIVED

WASHINGTON 25, D. C. ' ' CJUL =g 5955

J“lY 5: 19)5
Re: M-SSJ-S

Heaorandua _ ’ Cochise County, Ariz.
Tos W. R. Griswold, DMEA o _ x

From: 0. M. Bishop, Branch of Base Hetals

Subject: Field Team reviews by Rumslo, USBM and Bryner, USGS,
Apr;l 1955 trnnuitm by Traver ani Harsiman, June 1k,
195

1 have reviewed the material sulmitted by the Shannon
Mining Compeny in support of their application for sssistance in a
$125,000 progrem consisting of rebabilitation of portions of the
300~ and foot levels, 7,000 fest of underground &rilling from -
these two levels, and 8,700 fest of surface drilling.

Nrr. Romalo and My. Bryner of the examination team each
wvrote & report concluding that exploration is warranted and offers
& reasoneble chance of indicating & significant reserve of copper,
lesd and sinc ore. In revievwing the two reports the DMEA Field Tesn
reccmmended that @& contract be prepared to cover only the surface
dismond drilling since the potential for surfece exploration between
the Shannon mine and the Nona mine to the north is believed greater
than thet of the proposed underground exploration.

Mr. Byyoer in his report points out tiat churn drill hole
No. 3 collared sbout 100 feet to the north or the Shannon mine cut
39 feet of "hesvy pyrite with ore in places,” and that geclogic
relationships in the nearby Mons group somsvbat farther north are
essentially similar to those at the Shannon mine with concentretions
of sulfide minereligation at the contact of the quarts mnxonitc
with the limestone.

It vas also pointed out that since the underground drilling
program was planned without bensfit of criticsl exmmination of the
underground workings, it would be better if the decision on DMEA
participation in such work were postponed until the operator completes
the rehabilitation work and & critical examination can be meds.

I concur in these views.

‘RLO. ‘I. Biéh@"*
Copy to: Div. of Minerals Q. M. Bishop
H. M. Meyer
Wi &

0'7?', Bi.m






. : . . INREPLY REFERTO:

UNITED STATES

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WASHINGTON 25, D.C.

JUL
Re: DMEA 3515 = 1 %%55
N e Shannon Mining Co.
lne 32, /553 Shannon Mine
Cochise Co., Arizona
$125,791.67 - Copper-Lead-Zinc

Memorandum”

To: W. R. Griswold, Defense Minerals Exploration Administration
From: N. E. Nelson, U. S. Geological Survey

Subject: Review of ?ield Team report.

Perhaps the work recommended is justified but it may be
worth noting that the 300 level showed more ore than the hOO and
probably more than the 200, for which see map in DMA 1273, The
productive area appears to have centered in the large orebody shown
in section W-W' of the Geologic Sections. The orebodies in the sur-
rounding area are smaller. A special condition is suggested and the
geologic plans of the 300 and 40O levels show a marked, perhaps
untoward, change going northwestward,.in the number and size (area)
of the monzonite tongues on the Shannon property which cut the lime-
stone and make the "contacts" in which the orebodies occur.

If the trend continues northwestward the surface drill
holes in sections A-A', B-B' and C-C' may find little if any monzonite,
the contacts and the ore. Section D-D' drilling should cut the Mona
porphyry and should it, like the Shannon monzonite plunge to the south
or southeastward favorable conditions may be found at the bottom of
the "cup" presaged for sections A-A' to I-I' (the need for drilling on
section’ I-I', as shown, is not apparent if section G-G' is drilled out).
All told, as seen from here, the ore picture at the Shannon mine is not
as rosy as the program envisages -- 300 000 to 400,000 tons of ore con-
taining about 2% copper. DMA 1273, 1951, says "An accurate production
record of the mine covering the years 1912 to 1918, inclusive, shows
298,732 tons, averaging 1.34 percent copper, were shipped to the Shannon
. Copper Co., smelter at Clifton, Ariz. . . . . In 1918 the Shannon mine at
Gleeson was closed. The ore was too low grade to be mined at a profit.
Outside of a few tons shipped from a high gradlng operation, the mine
has remained closed.,"

A feel-your-way stage drilling program involving about half
’the drilling should be considered. If some of the high hopes should be
reallzed an amended contract would be in order. '

N. E. Nelson






NENelson:iml
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. : . . ‘ - IN REPLY REFER TO:
" UNITED STATES | -

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY »
WASHINGTON 25, D.C. ' .
. . JUL

~ 11955
Lo 3419557 iaminon Warem |
/ . _Cochise Oo., Ariseos
' : $185,791.6T7 - Copper-lead~Line
Yor W. R. Oriswold, Befense Minerals Explorstion Administrwtion

Prom:  N. K. Nelson, U. 8. Geologioal Survey

| Subject: Beview of Field Tean report.
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* Copy to: Birector's reading, L4212
lrancl(z ;;ead}ng, k212 o
meA (3) - mog, '
Docket file . » B. Nalson
©. M. Bishop, 3617






IN REPLY REFER TO:

UNITED STATES =
DEPARTMENT OF THE INTERIOR

GEOLOGICAL. SURVEY -

WASHINGTON 25,D.C. . .

¥. R Griewld, Defense Nisersls Rxplorstion Adednistrwtton
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a UNITED STATES
DEPARTMENT OF THE INTERIOR
DEFENSE MINERALS EXPLORATION ADMINISTRATION NREBRITTR
WASHINGTON 25, D. C. ' EESEWEB

o JUN7 g8
224 New Customhouse N 1956
Denver 2, Colorado R June 14, 1955
Memoramhnm/
To: Chairman, Operating Committee, DMEA
From: DMEA Field Team, Region III

Subject: Report of Examination, DMEA Docket 3515 (Copper-Lead—Zlnc),
Shannon Mining Company (Shannon mine), Cochise County, Arizona

Enclosed are the original and three copies of the report
pertaining to the above appllcation.

We recommend that a contract be prepared to provide for
surface drilllng only.

After the underground rehabilitation has been completed, at
the applicant s expense, and the surface drilllng has been completed

under the contract we recommend another field examinatlon before
proceeding further with DMEA funds.

DMEA Field Team, Region III

\MN\C NV %E

W. M. Traver

O Lo hoiine

* BE. N. Harshman

Enclosures .
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UNITED STATES
DEPARTMENT OF THE INTERIOR
DOUGLAS McKAY, SECRETARY

|
DEFENSE MINERALS EXPLORATION ADMINISTRAT ION
| : ‘

REPORT OF EXAMINATION BY FIELD TEAM
REGION III

DMEA-3515, Shannon Mine (Copper~Lead~Zinc)
‘ Shannon Mining Company
.»_ Cochise County, Arizona

T. M. Romslo, Mining Engineer
Ue S. Bureau of Mines

Leonid Bryner ’ Geologist
Ues S, Geological Survey

April 1955
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