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IMEA Form 9 ‘

Rev. 6/57 UNITED STATES

DEPAR'™MENT OF THE INTERIOR
Defense Minerals Exploration Administration

" OFFICIAL DOCKET FILE o Ian-E NO. 370 EA N0.2356
Application Contract T T T T e
Denied Terminated - Not Certified BCancellad
Withdrawn Terminated - Certified Royalty Agreement

The records contained in this file are marked (x) and arranged in this order:
Folder No. 1l:

Left Side Right Side

Royalty Audits Project summary (final)
Certification of Discovery Work Comoleted analysis (final)
Closing Letter All other material filed in
Cost Audits . chronological order including the
PN Termination Notice or Agreement following reports if checked:
Recision Notice ] ' [C|Field Team Semi-Annual Report for
Assignment of Contract Certified Project
Contract Amendments Final Field Team Report (Tab)
Contract with all exhibits and Operator's Final Report (Tab)
annexes . ' Interim Field Team Reports
Owner's Consent to Lien and Operator's monthly reports and all
Subordination Agreement attachments
EApplication and attachments On~-site Exam Report (Tab)
Settlement Sheets
Drill Logs
Additional Folders:
Left Side . " Right Side
Folders No. _5 ¢+ Reports Field Team Semi~-Annmual Report for
<] Analysis of Semi-Annual Certified Project
Inspection Reports Field Team Interim Reports
DProject Summary (Interim) by IMEA Operator!s Monthly Reports with
Engineers transmittal, narrative and maps.
Ce e AN
- Folders No. 2 ¢ Meps pocket—folder—or—e -
Folders No, : Settlement Sheets
Folders No, ¢ Drill Logs

Folders No. éL ¢ Royalty material
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. OFFICRE OF MINERALS EXPLORATION e T
CONTRACT ADMINISTRATION AND AUDIT DIVISION F e v

RKPORT DF ROYALTY REVIEW

I have reviewed the files of the Washington office perfnining to o
- Contract 1dm-E370, Dockat DMEA-ZSSG (tungltnn). dated July 18, 1952,
with -

'Nikas Mining Cowpany
239 North Church Street
Tucson, Arizona

for the purpose of determining the amount of royalty due the U, S,
Covernment onh sales of minerals from property referred to as the

- Morning Star lMine located in Pinal County, Arizona, during the

) ‘apetiod Decembat 2, 1956 through Octobet 16. 1961

AAcertltiention of discovcry or dcvelop-ont vas insued on Harch.s.
1954, and, in accordance with Article 9 of the contract, royalty is
payable on all minerals wined or produced from the lend described

in Article 2 of the contract for a period of 10 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,
An Audit Certificate dated February 18, 1934, indicated accepted
costs under the exploration contract anonnting to $24,212,.35 with
the Government’s contribution. on a 7% pcrcent basis, being

$18, 159.26. ‘

: Tt\a a’utus of the project, the scope of review, and the reasons
therefor are stated on pare 2,

This review diaclosad no sales ot production subsequent to the period
covered by a prior Royalty Audit Certificate which found the sales
subject to Government royalty through Decembar 1, 1956, to be.
$62,745,20. The toyalty account as of that date was:

Total Royalty Due $3,137,26
Total Royalty Paid ’ 2,136.70

Bnlance of Royalty Due 31.000 56

At October 16, 1961, the toyalty account of this project was found
to be:

Total aoy.uy Due $3,137.26

Total Royalty Paid 3,137,26 -
Balance of Royalty Due $ -0-
. . RN

iy

October 19, 1961 - E. D,Kalbert, OME Auditor
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14w-B570 ° Nikas MWining Compamy = - - DMEA-2356

BTATUS OF PROJECT, SCOPE OF REVIEW
AND REASONS TIBREFOR :

After unsuccessful attempts by the field and Washington offices to -
' eollect the $1,000.56 in deliuquent xoyalties stated in the Royalty
- Audit Report and Certiffcate dated Decembar 12, 1956, the matter .
vas referred to the Attorney General of the Unfted States on Septem~
ber 20, 1957, A program of periocdical payments was arranged with:.
" the Operator by tbe Unitad States Attorney at Tueson, Arizona. T
“o- o Fioal payment {n liquidation of this dslinqueant royalty was received: ‘
. The £iles diecldse no sales of production since’ December 1, 1996, = -
" "the ‘and of tha pariod covered by the aforementioned audit. ' However, -
during December 1956, 35 tons of ore was cleaned from the f£loor of
.. & stops by Tom D, Callas, ons of the partners in the Nikas Mining
- Company.. This production was milled into an estimated 800 1bs. of
about-52% W03, The concentrates are stored in the basement of the

- Tesidence of Hr. Callas® widow in Florence, Arisona.

’maluut“udmnwuz.w»;thhQMMucmmw,wq-pu
-~ the signature of John Gekas, ane of the partners, advised that it
" Was not aware of this stockpile but stated "If such is the case
' please reat assured that the Government will receive royalty when
the concentratés are sold”.  In a lstter dated February 14, 1961,
. Mre. Tom Calias acknowledged custody of the concentrates and stated
© "So if I do anything with them I will let you know right away”,

"The subelease of the projact property to D. K. Liaberwan, d4/b/a Don
.- Lisberman Enterprises expired on September 12, 1955, and was not . -
- .. renewed, The leass of the Operator, .a partnership composed of Tom
- D, Callas, A, Nikas, John Gekas, John Paulos, and Monte Seymour,
" - was not aextended on its Januaty 3, 1957, expiration date. By the
provisions of the Landlord's Subordination Agreement executed by
" Elisabeth L., Wood on February 20, 1952, the obligation for repayment

fs assumed by Mrs. Wood in event of termination of the lease.

This review was made in lieu of an on-site sudit of the Operuto:fi
#ccounts and records for the following reasoms:

(3) Periodic examinations and correspondence has dis-
: closed no salas of production other than those
. reported in the prior Audit Repert and Certificate;
(2) Proper royalty has been paid on all production
. except a small stockpile of concentrates; and -

-
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Idn-8370

- (3)

Page 3

" Nikas mninj Conpany

| DMBA=2356

The gdilhisitativd:eostlto the Government of an -

on-site royalty sudit at this time would be cfiut-"
~ sive in relation to the amwount of possible addi-

tionnl myalt.y whlch nigh.t. be discloud.






- A o - |
MME Form 22 -
Dec. 60 DEPARTMENT OF THE INTERIOR
Office of Minerals Exploration
CHECK SHEET OF EXAMINING ENGINEER
Operator's Name and Address
Nikas Mining Co.
Mbrning Star Mine
Contract No. Docket No.
Idm E370 DMEA 2356
Bgepar d by fenature ) Date
T o October 16, 1961

Yes/] No ' Tugh M. Comnors .

1. (a)
(v)
2. {(a)
(v)

3. (a)

(b)

|
x|

Dec. 1956

Does the Operator stockpile oré subject to royalty repayment?
If so, is segregation and identification procedure adequate?

Does the Operator commingle production subject to DMEA or
OME royalties with exempt production?

If so, is the allocation of the commingled production equit-
able?

Does the Operator stockpile mine or mill rejects (low grade
ore, tailing, middlings, etc.) that may have potential value
within the royalty payment period?

If so, are adequate records maintained on such material to
protect the Government's interest?

Are the assay controls in effect adequate?-

Does the manner of disposing of production give the Government
its fair royalty returns? ‘
Do your periodic examinations of operations indicate the

‘Operator is properly reporting his production of ores subject

to DMEA or OME royalties?
Does the Operator buy from or sell to other Operators?

Current status of property. (Check one).
Operating. '

Inactive.

Abandoned.

Date of last production if not operating.

Comment on items 1(b), 2(b), 3(b), and 4 to 6, if answer is No:

On October 6, 1961 I tried to contact Mrs. Tom Callas in Florence,
Arizona. The postmaster suggested I contact the Public Utilities
office. I found that there is no light, gas, or telephone in her

name .

8Lg61-~-€0
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PIBS’! ROYALEY AUDI‘I‘ cmmcm

Ihmum.ulthamummcommungtommoot
0% msuammtortmnriuwm,lmerl,
. 19%6 by . :

‘ Don Y.S.ebcm Memim, Sublcnee
| Vest Ajo Vay -

son, Arim

| :_“,"produotd fron the Horning Bvar Mine, lodsbed in Pinal Couaty, Arizona, wnder
., the terma of Costract 18w-N370, Docket Bo. DNEA-2356, (!nng:ten) dated My
e ,.163 1852 “ m _ : Stk

S wmmimmwinncommwmnnqueedm'
S .d.n-ds &pplictble in the cimtnueu e

s AR ’rheuudit ammmmmn-mn ofmhomatnlcmmtms
SO .for this period, subject to IMEA royalties, to be $6@,745.20. Raysity due
.,/ [._%the Government at the contrect rste of 51. 1e $3,137 26. The royalty paid snd

' . mbmmtm‘muMIm: ' ‘ R
- Total royatm dm o 33,13 .26
. Total royaltiss paid 2 .70
' muco of myntiu am

e s Dt
 Decasber 12,1956 - . . T . Brading, hudfkor -
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S m t OnOctoberyandlo, 1956, mnﬁitmmormamn m-
/ ::;‘-'.';_‘ ords o R . < Sl

fbhe : t‘s aﬂ tunaaun.var& axid csmentmtee &szrin, tb}e&,éerim’.;
in PMoal County, Arizons, on which royalties are due the U. S. Govermment un-

R nr. vzmr J’. ,!'ronolm, mbua mm-nt, whomdntm the m- L
”,;oras ot wm Nining Compemy, was contacted om October 10, 1956, and he ad-' B
" vised that to the best of his knowledge and belief, producticn records es mch
. _were not maintained by Nikes Mining Compsny, and svailable records were at his:
. office, .235 North Church Streat, Tusson, Arizonsa. - Mr. Tromolone sdvised nlo A
- that be knev of no records of the White mmnxmmmmmngm

.1ive ‘some plece ia Californie.  Shipments of concentrates made dy White Moun-
tain Mining end Milling Company were verified by ccmmunication with C. W. '
o Jones, Buyer, Riahop, Califorwis. Records of Don Lisberman Enterprises were .

40 the custody Of Mrs. Sedie Lee Btwt, Aceovatant and Office Manager for Don.
“,  Lieberman Euterprises, st the  office locabed at 1500 West Ajo Wey, .
~:. Tucson, Arizona. -Mr. V. J. y Mrs. Stuart, snd ¥r. Liedevusn were cops -

_'-j,f'_;."f?_;_',Tﬁcuon, mwu, colhbomtﬂ 4n tht mdit. L
oo expl.mruon comtract ptovmu that should the GoWnt within

aly 16, 1952 to December. 1, 1955, produced from the Morning Star Mine located: -

';Gpr the terns of ccntrwt u»xm, w Ee. maxsé, dated J\ny 18, 3-952, c

‘"'andmtthetwmummtthMMurortnhorttim S

“ smilted during the sudit. Mr. T. N. Mlc, Hining nnglmr, Buumof!ﬁnq,

- "'!-fi;?m mnths after cowpletion or termination of the exploration contrmat certify - C

ﬂnt s discovery or dsvelopment has resulted from the work, the operator mi
. his successor in interest shall be obligated to pey a percentage royalty om
the net mltermtumorothrutpm&&mdin&fmmm, conoen-

7. timtes, or metals produced within ten yesrs from the date of the contract, un- .

ST 441, the smount contributed by the Govermment, without interest, is fully re-
R paid or said tén years have elapsed, vhichever oceurs first. A Cct’biﬁcm ot :
e Inscovctx or Bevelogment was lssued on lhrch 3 1953+ .

“ .U Aceording to ‘an ot reperb and cerbiﬁcm dlted Pebruary 1&. 195k
' " prepared Ly Donald T. Finch, TMEA Auditor, the total accepted costs of the ex- S

- ploration smounted to ‘25;212 35, vith the Government ‘s contrim:ton on = 751«
o »mzs being $1B,159 2. :
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. ‘ The last MF-10k filed by Nikas Mining Company covered the month
_of June, 1953, Prom that dste until June, 1954 there is no record of opera-
tions. The White Mountain Mining and Milling Company, under a sublease from
Nikes Mining Ccapany, operated the mine and a tungsten mill of their own de- -
- sign from June, 1954 until about April, 1955. Nikes Mining Compeny cancelled -
the sublease of White Mountein Mining and Milling Company in April, 1955.
Prom that date until Sepvember, 1955 the property was opersted by Nikes Mining
Company. In Septewber, 1955 Nikes Mining Compsny subleased the property for
one year to Don Lieberman Enterprises. Mr. Lieberman stated that he operated
. the mine from September, 195% to Nay, 1956 when operations were halted due to

- & dissgreement, detween ocne of thc Nikas ,mncr- (Tm Callas) apnd uobornm'o
nine auponntount. L

' Mr. Tromolone uvzm that the records which he maintained for Nikas

- Minlag Compeny were the oAly records of the compeny's operations. These e

ords consist of a combined coet book and journal and & general ledger. .

" ':s only records’ of production vere ‘reflected on settlement sheets, .copies of which '

ff'; " nad, in most ‘instances; been forwvarded to the Executive Officer, IMEA FMeld
" " Team, Region 11, Denver, Coloredo, or wers obtained by this auditor at the

. time of the on-site sudit. Cash receipts for ore and fungsten sales, as re-
- flected on this suditor's work -hccts, were renoneilod with racom in Mr.
o 'rrcnolom’a office. . : : o

: )lra. Salie Lee Stuart, Acccuntm m Otficc m”r for non Lieder-
man Enterprises, sdvised that all records pertaining to miming operstions of
Morning Star Mime and milling operations of the tungsten mill, which is not

- far from the company offics, were included in the records of Don Lieberman En-
-terprises, which includes construction, financing, mining and other sctivities.
Information relatimg to the production from Morning Star Mine for the period

it vas operated by Don Lieberman Enterprises, about Ootober 1, 1955 to May 11,

1956, were limited to & memorsadum transcript of weight tickets of ore shipped

[ ‘from Morning Star Mine, near Oracle, Aritoms, to the mill opersted by Dom
‘Lieberman Enterprises located at 1500 West Ajo Way, Tucson, Arisone. Copies of

" " these weight tickets were checked to tramscript sad this totel tomnsge recon-

ciled with the temnsge reported to Nikes Mining Company on settlement sheets

prepered by Don Lieberman Enterprises. In s &iscussion with Mrs. Stuart, she
' _‘stated thet it would be impossible to determine the smount of low grsds coneen-

trates produced from ore extracted from the Morning Star Mine, the ore produced
- &% Ariveca (another Lieberman Enterprises operstion), snd ore purchased frem -
other operstors. The records, however, indicete that all high grade concen-
trates milled for the period from December, 1954 to May, 1956 were sold to
G.8.A. The low grade concentrates resulting from this nilling were ceningltd,
s 1p comsion prmmc 1n s—ucr lills.

o only lov grede 'cungsten concentrates shippcd hw Don I.iebuun

) Entcrprim, on which no settlement has been mede with Nikas Mining Compeny,
are represented Ly 3ettlement Sheet No. 3 dated. February 28, 1956 to Salt Lake
Tungsten Company. The shipper's affidavit attached to this shipment by Dom

- Liebermsn Enterprises dsted Jamwary 16, 1956, indicates that the ore from:

" .which these low grade concentrates were derived was mined in four different lo-.
- cations. The total tomnage reported is 87Lh.h7 tons, of which 590.82 tons, or

~ 67.5% 18 repomd as htﬁng been ntnod 1n the. llorning Star Mine. All ore trom





B thisdmicmbjecttom:'oyuty Aceoﬂinshr, 67. 5$ottMn¢tuttle~ '.
ment (67.95% of $2,914.20 or §1,967.09) is subject to IMEA royalty at 54. The

- amownt of royalty due on this shipment is $98.35. Photo coples of uttlemt
Mmummtmwhmtemm:mofmtmn. .

III aconormmmma

B (A) Ccnf‘emoc vmx th- uuinmg euc;lmr (ur. *. x. l\uulo) diuloud uu
: tollovhn. _i

‘v('a)f Am mrm: does m :tocxpilc ore aubJon w mtlty W

{v) m sublessee (ucbom Enterprises) aa oo-unaln some. ;pmauctton

. purchesed from the operstor; bowever, the resulting concentrates
- produced and scld were verified Yy coumniec’biaa with B S.A., md
R Vthc nlocxtion appom to be’ equitable. S

RS ¢ ' The’ oparator dces not stockpile mine or mill uaact.s (xow gud- ore,
. tailing or middiings, ete. )manmm s poemtid alue vithin
the rwyalty peyment period.

o (d) a'ho nm mtrolu in orhct m midcr‘d rcnoubly mqute. .

" te) Tne manmer of dimcing of pmdmtion gives tbe Government its fair
() '. uobom, mbh:m, aid W some ore and Wrmn fron other
.- eperstors. Retuwrns on thmo purcheses was verified by communication

(B ) pudit orsotuquncm

C hmihummotmtmnmnmnimmmm
Office, Region IlI, Deaver, Coloesdo, ‘prior to the field aullit. During this
pre-sulit work s statement of royelties received was pregared from coplies ot

' liquidation settlsment ahwets furnished by purchasers of ore snd concen-
sretes in support of royalty peymsuts mede by such purehassrs directly to
~ the Reglomal IMEA Executive Officer. The royalty reoeipts were verified
with deposits mede by the Regional Finance Officer. All of the dats in-
- eluded tn the statement were confirmed by Gatailed recomputstion. This
cwisﬁluunmtorwwtmuncm :

’ During thp on-site sudit 1t was ascertained that the opoutor had
. falled to puy royalty om six shipments of ore and concentrates. One of

these shipmwents was to Salt Lake Tungsten Company snd represented low grade

: concentrates not acceptable to G.8.A. Details of the royalty computation

. .on this shipment are shown on Schedule 1 sttached.tc and wede & part of
this report. Pertinent dsta vith respect to other sales and the computa-
tioa of rcynty due thereon are included in hhibit "A" attached to the re-‘
port. E .






S o Conuponunce with mrcmorn of concentrates eontirud the sales
- of high grade concentrates during the period under review totaled 38.148 ,

- tons, which is in agreement with the results ofthin mdit a8 shown m Sec-

" tion IV. mnmm of this report. N »

Enterprises
TOTAL ORE .

IV OOIC‘IHBIONB

0!!
===

| mmr mmmnm;cm
Short . - mn-cos

Amotmm'tm-ubmwmmuu follm:

o - _I_hy Tons . Mount S.D.T. Lot Fata

A semn 36.55 ns,'zs?%é 3 39 35 - 'S‘i

 731Gr URADE CONCENERATES
m

A"l

e W Jones

R
‘Ge 8. ‘. ‘; -

' ';_"ccntratu L

 Bhipper: nm iun:lnc Cm

B T 4§ soa0 s

;gm&f ,hoa..u 376.92 5%

Sh‘lpptrs Dot Liobcmn mht)rim o A

5% 42,001,03

38.1&8" ~ ai&a',bao.as' ) ._¢1,1,o;._;67 S s

| Total Ore (Roysity) us.mss 1963 . s

Su

‘Potal Roynlty Due Schedule I 1 . . . 54
" Total Roysities Due - 2, 745,20 S 5%
Total Royalties Peid _ _ : A . ‘
muoo ncynltiea Duo

This auntor was advised by M. uehrun that settlemsnt on all -
sbipuments with the exception of the value of low grale concentrstes shown on
o s.ﬂttlmnt' Eheet No. 3, had besn tendered to Nikes Mining Company. Settle-

_ mypcr- Vbite Homtain nmng numng Co.
e.sm R U

Ammmt

‘ 93788

1,555.0

3 091
3.1 7. |
« 10

| ‘





ment on nhipnontl Fumbers 10 snd 11, as shown on Exhibit "A" vere not com-
o _sm st the time ef m- avdit. - , , , ,

; 3 The mt hu confirmed tht accnru:y od propr:tcty ot thc royﬂ.ty
e m:xts received by the regionsl office applicadle to ore snd concentrate
. seles during the period July 18, 1952 to Decesber 1, 1956. - It has also de~
termined that ail 1&1&1}«1 sales lnrinz the poriod hm 'been pmpcrly ace
cm‘d tor. L .

L : nasmmmcummueuwmyhmzmtmm : .
. required to maintsin sdequate mscounting records vhich will correctly re- ?’ ><
S :lcct production m nilling ea-ts, as o\mam in Mich 'm) or tho con~ -

. December 12, 1956
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. | ‘ o | o Exbibit "A"

NIKAS MINING COMPANY

. Contract Idm-E370 © SUMMARY OF ROYALTIES IUT Docket IMEA-23%6
CONCINTRATES | B o
: . o . Lot Short Net Value
o Shipper Purchaser Date ~ HNo. Pry Toms Net Value 5.D. T. . BRate ~__Dus Paild
White Mountains M. & M. Co. C. W. Jomes | 5-17-54 1 00N § 10k.00 $2,122.4 ¢ & 5.2 .
Vhite Mountain M. & M. Co. C. W. Jomes . 5-17-56 . 2 . 00285 16.59 587.25 5% .83 -
Don Lieberssa Eaterprises ¢G. S. A. - 6-1-56 10 2.8428 10,703.20 3,765.42 5% 535.16 -
Don Liebermsn Enterprises G. 8. A. 7-1-%6 1 2.000 k,429.08 k,ka9.08 5% 221.45 -
F¥ikes Mining Company Don Lieberman Emter. ball-56 b 1k2, 92 2,803.52 - 19.62 5% 140.18 .
" Nikas Mining Oompeny Do Lieberman Eater. 6-21-%% 2 1109.97 3,397.39 - 32.06 5$ 169. 87 $170.08
. Nikas Mintang Company Don Liebermen Euter. -  9-30-58% 3 176.6k , 040,15 3h.19 _ 3_: ‘%ea R
, ‘ - o ’ - n,gj;z T2 ksA
Subtotal ‘ B "90&".21!! _
Total Royalties Due Schedule I 93.3 .

Total Royalties Dus v Q00 . 86






} . o T e eI
- NIKAS MINING COMPANY
‘mmmmmmm.;.

(nnn mﬂnm mnx‘nrim, Shimr)

- ".f_.'me of mw.m -nm B s a/aa/56j |
 Date of eunmm e 1/16/56‘_"}..':-{‘-‘ :
""‘fé‘l'ot&ltmefm sh:lm;od e B N

59032‘

_,A.--%‘ﬂ& ore N S ers
. Total. éry tou omcmuto (ptr mumt M) SEN 33.88%

& '”ﬁ_xrommvuue Recetved LN

e mmmmm T 86.00
T et m\u wubJect to IMEA nmm, | 6T.5% of $2,916.20 . $1,976.09
" “'Boyaltyct 55!- o T, 2

- BThT





THE YQLT LAKE TUNGSTEN COMNY |
Concentrate Settlement Sheet
N )
Date... February 28, 1956 Shippers Lot No.......... 3 S.L.T. Co. Lot No....204 .
Shipper....Don Lieberman Enterprises . . . ..
Shipped From.....Tucson, Arizopa .~~~ Date... a3 of 2/1/56 .
Sampled By....Salt Lake Tungsten Company = Date....oooooooiieiie ReportNo..................._.
Assayed By.... .. S e Date.............._.......... Report No...... ...
RRXERK : Wet Wt.
Truck..Lieberman Gross Lbs... 120,120 . . Tare Lbs..... 48,880 . Lbs........ 71,2L0
Avg,
‘Assay.. ... % Moisture.... 187 .. % Lbs....... . 3,470 ... R
Dry Weight Lbs........._ 67,770 .
88 Ave.
Dry Tons...... 33’ ..... 5 ....... x Settlement/Assay.. 24935 . Vs Total Contained Units.. ... 99,L61
SETTLEMENT
Gross
Contained Units ... 99sh61 x $63.00 = $.... 6,26600L ... . Value
Less Deductions:
Losses 12.62 . 1,253.21
Sampling Charges ... ..
Refinery Charge .. 2410 2,098063
Freight Charges ... ...
Advances e
Total Deductions $....... 313510&‘ ...........................
) Net Settlement $...... 24&011*“20 ........................... ’
Date Paid: ... ... |
Vo. Nout e
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coscestrates vere obtained i the quantities azd from the mises shown below. (If the persos execuhfm;lls
cortiticate does ot have persomal first haad kasowledge of the source of said lots, state this fact
followiog this sestesce aad ia such case there must be presented with this certificate a similar certificite
oa the same form executed by the persos who actoally miaed the same lots, )

2, | GENERAL SERVICES Aqmmnm ~ REGION- O COFPY
4 @ cuinrcan

<

e uhuicul cortifion that Lot Hember ......3..... is made wp of .[p....... lots of tusgstes Coacentrates

. ead that all of eaid lots were produced ia the Usited States®from ores mized ia the United States®ssd that the
‘et

approximate date which the said lots were mined asd/or concentrated was ..Juna.Skh.through. Sepk..55.

® United $%atoe meane Unitod States, ite Territerioe and pesseneione. )

The sadersigaed further certifies that he kzows of his ows Raowledge that the said lots of teagstes
odiately

WANE OP NINEB LOCATION OPF MINE (Lbs. QARTLTY test
.Ja unita Mine Sells, Arizona 13L4.75 Tons Bre
Yellow Star Mine Fresnel Mining Dist,

Tuscon, Arizona 59,20 v m
Morning Star Ora cle, Arizona s¢c0,82 = n

Good Enough Ariva ca, Arizoma 90,00 " "

. Tons Ore

The total of 71,5000 pounds of float ycu received on this shipment number 3 is -
floatation resultﬁng from the rus of the 87L.77 tons of ore run through our mill,

This is a result of comingling of concentrate from the various mines listed above
but there 1is no way of scrting out how —much concentrate came out of what mine.
This has been piling us out of these four mines for a period of over a year and
this shipment is the result of flotaticn coming out of this ore,

Is execwting this certificate, I fully undersiand that the tungstes concentrates hereimatv ‘e"described are

being s01ld to or purchased from me for resale to the Usited States Government and that the representations ]
have hereinabove made concerning the source of said tungsten concentrates are being made to the Upited States
Govermmen t,

1 further ynderstand that this certificate will be used to support a claim against the Unjted States

Government when the said tupgsten concentrates are sold to the Usited States Goveraomest, asd I understand the
provisions of 62 Stat. 698; 18 U.S C 287, 1001, concerning penalty for presenting frandulent claims which
statate provides for a fine of not more than $10,000.80 and imprisonment for not more thas 10 years, or both.

I old Certificate Number ..9:2462......... furnished by the General Services Administratioa.

Dated tais ... A6th...... day of e R ONATY, ...l .., 1 586....
Don Lieberman Enterprises

]

ieberman

s e s e ReMOeREIEILOELIOEL st 0 .

{8i¢gnocurol

f?/r‘. .D.K,

ev e

G8A-R8-423
(10-58)





Check Sheet of Examining Engineer|ch]

Operator's Name Nikas Mining Company
Address 55 West Congress Street

Tucson, Arizona

Exploration Contract No, _Idm-E370 Docket No, DMEA-2356
Check One
Yes “No
1. (a) Does the Operator stockplle ore subject to y

royalty repayment?

(b) 1If so, is segregation and identification pro-
cedure adequate?

2. (a) Does Operator commingle production subject to ¥
DMEA royalties with exempt production?

(p) If so, do you consider the allocation of the v See wote
comingled production equitable?

3, (a) Does the Operator stockplle mine or mill re- L
jects (low grade ore, tailing, middlings, etc.)
that may have potential value within the royalty
payment period?

(b) .If so, are adequate records malntained on such
material to protect the Government's Iinterest?

4, Do you consider the assay controls in effect are v
adequate?

5e Do you consider that the manner of disposing of v
production gives the Government its fair royalty
returns?

6. Do your periodic examinations of operatlions indi- r

cate the Operator is properly reporting his pro-
duction of ores subJect to DMEA royaltles? ’

T. Does the Operator buy from or sell to other jgg}

Operators?
8. Comment on any item 2 (b) to 6 if answer is No,

¥ 5mal‘ ortioa comm:c,/e;( bo’ leasev l\‘f{”(’w’”m’)
2 ecatid, of comornlq/eo(froc[ucha,, Vf’lf/a/ b‘f GSH

#* Alébf/m&&;} Ifd&e"; boqth Cd’)d£4f/q"/(3 Vf/&flea/ b(.{ GS/I

Date el r0 /5,C Mining Engineer
< .

T ot





ey " DEPARTMENT OF JUSTICE

Office of United States Attornoy

1ouns
(Tucson) Distrit of ——DRAGUNL
) { CHECKS ACCEPTED SURJECT TO COLIECTION '
L7 gainst NIKAS MINING COMPANY L5
!
~m3unt Received ONE HUMNDRED TWO anu 85/10("- DOLLARS {From [ oy L0
. . I Lol )
- G0 ! 5 “
727 L file No, USDI Dociket Lio. .
DHEA 2350 ~ .y v l/ R
Contract No. IDM=-E370 o BTN
“ypz Cloim Amt. of Claim B D) File No. : ]I\ ( 3] Pre-judgment
snpaid royalties| $1,000.5¢ CO-~1-18-333 | () Judgment §) P s ok
-1 () Compromise | oY Parvict Pey Nel
"Jate Payment Received : [ By s - ) q
une 29, 1 e SR
June 29, 1959 Clopi s e

Duplicate — With Remi®ton:
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ccC:

-IFICATION BY TiZ UNITGD STATES OF AMERICA
OPF A DISCOVERY OR LUVELOPMZIT UNDER
AN RXPLORATION PROJECT CONTRACY

To: Iikas HMining Company, a partnership composed of’Tcng.l\
55 Tlest Congress Street Callas, A. llikas, John Gekas, |
Tucson, Arizona John Paulos, and Monte Seymour |

Pursuant to the provisions of Exploration Project Contract
No. Idm-E370, dated July 18, 1952, (Docket No. DMEA 2356), here- ;
inofter called the "contract” betuween you and the United States j
of America, hereinafter called the "Government”; to establish and ... -
£ix the Covernmcnt's percentage royalsy on production and 1its lie
thereon and on the land described in the contract, the Government
considers and therefore certifies that a discovery or development
from vhich production may be made hag resulted from the exploration

worlt.

The nature of said discovery or development is described
broadly or indicated as follous:

An exploration progran consgisting of ocinking & 110-foot ;
inclined shaft and drifting and crosscutting on the 100-foot level'
hos resulted in the discovery of a substantial amount of tungsten
ore. It is estimated that the orebody consists of ceveral thousand,
tons of tunssten ore, both between the 100-foot level and the sup-
face, and below the 100-foot level. The orcbody extends into thav -
portion of the llorning Star claim for which the Pure Gold claim
has been granbted extralateral vightsc and the occurrence of the
same nminerals is infepred within the Pure Gold clalm by rcason of
the same diseovery or development.

TiTE WITITLD STATES 0P ALLRICA

MAR 3 1954

Docket/ By : m

o

‘ g}eld Teg?%iREg. 4 Rariniscrator, uefense Minerals |
Opre’i“°§ommi t‘éz . Exploration Administration
Adm. Read. File cc: Mrs. Elizabeth L. Wood, Oracte, Arizons
i‘CQg?'ggg "ﬁﬁ"gﬁgtin 7 7777 YMCA, Tucson, Apizona T T T
Code - Mr, Chambers . . . fTpying Gumbel, Act.Dir.; Mat. Divn.;
Code 110 - Mr. Johnson - 7 EPS, GSA, Wash. 25, D.C.” - .-

J. H., Hedges, USBM
R. W. Geehan, USBM _ ‘ ‘ :
. Thayer, USGS ' JHopkins/1s 3/4/5k

P
W. Guild, USGS

Q
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t EAPLUBATIUN fU 3 VIS dT
DLt TIUS oM A UDLT DAVILE Y

»
ULFELE i
COMR T oD

ALLLL CEWLIFRC L , AR
i hcve exumincd the records wad trunsactivas ofi 5 F aney

Nikes Hining Compeny, u Lertuersiip _
Cogpused of Ton U, Callus, -, Nkss, Joon Luvisun
Gekus, John tuulos, ond doate .eymour T
1323 Eust Oth street I
Tucson, .rizona

pertainiay to Exploration Contract Idw-i370, vocket ‘o, vk, 2300, daclud-
iqy .sicadments No. 1 and 0, 2, wad terainution syreemeat covering o pro-
ject of exploration for tumystea, located in #iaal vounty, .rizoa. Lud
conmonly kaown us ‘uuding end Morning btur Tungstea diaes, for the periud

- sugast 27, 1992 1o Juae 8, 1993, iacludiz; cuvsecuent socttlencat Felruory
Co RRT, 10808 L ] ‘ LA T A 7 .

_ dy exwaiaction wes made ia wecorduace with yeaerally uccepted
standurds «pplicable in tae circuastazaces. '

‘ " The wudit aisclosed tie followiny fucts du regerd to the waouat
19 ve puid the Contructor: ‘ ‘ ‘

fotil Cost per WIF-104 o dnbsy £24.du
iegs: truceeds fron trujgerty wispositica 178 1 ¢
¥t Cluiaed Costs ' Putly 2T, T
txceptions (Lee audit seport for detuils)
Duriny this . udit NS DREE

ifess: deianstatesent of wistlluwwace

Cirior cudit N - Yuwe 50

sajastaeat of Uader Clula for

Labor . 17,16 Feuw . 44,44

. fotul .ccepted Cost T LR 212,30

 Yhe coutruct culls for » 7J percent perticigetion of exploriticu
exjenses by tihe United Ltutes Coveranent,  Therefore, poyaeat £o Lie woa-
tractor by the Goveraseat in the amount of Eiyhteen Thousiad ime unvred
Fifty Nine cad 20/1U0ths vollurs o : ‘

, - 313,19, 20 -
is vulid und proper.

v This certificate is issueG un tie provision tict the degicasl
ixecutive sificer, tie .dpinistritor, or otier cuapetent officicl lius

sccepted or will wecept tae project -5 having otherwisc aet tie terns of
tire cuntract.

buted:s Febraury L, 1Yo4,

. ~
T :
24N N Ty T .4
%J‘ J%})‘"y\ ‘{: WA Mt
- e

P e

Jon- 16 X. riacil, -uditer






o AUDLT (EPORT
1. INFRUDUCTION L S e
_ . m Feuruary 9, 1954, a final sudit (covering tie period :ugust
.27, 1952, to June 30, 19533, iacluding subsequent settlement Februury 17,
_ 1954) was wade of the records and accounts of operations pertuiniag to
Contract No. Idm-E370, Uocket DMEN £350, includiag amendaents No. 1 und

hz. 2, termination ugreement and ayproval of liquzdation sgreemnent with
the

John Gekus, Joha Pag;os, and Npate oseysour

§2§ East Sth Street

Iacson, nrizona .

."

'cavering u prOject of explar«tion fGr Tnagstea. 1acateﬁ in riﬂul uounty.

’ - arizona uad _comzonly kaoun as the Mauding and Morning .tur Tuagsten iues.

Fart of the accounting records under the contract ure ia tae
possession of ir. H. E. Krwalauf, whose address is aus above. dlr. Krualauf
' was the general manager of the project aad is wuthorized to act for the

operutor uader a speclul power of uttoraey duted beptember 18, 1952, . -

~ Krualauf repurted the partnership as being inactxve but- that his spec:al
power of attorney had not been revoked. :

- The bulance of the accounting records w«re located in tie office
of dr. Victor Troavlone, 239 North Church street, Tucsoa, .rizoac.

Uﬁring the course of the uwudit ¥r. Krumlauf and ir. Troﬁolonu

'.  were coasulted wiea necessury. Their cooperation facilituted the sudit..

o CMr. T. M womslo. mxning Engzneer. Tucson uffice. collaboruted
ia the uudit,

1I. GEMERaL INFUGLTION UN QECUDS

Tie accounting records for tie explorstion project are sumpur-
ized in & cush journul and gemeral ledger. uhich uare mzintained under tie
supervision of dr. Trondloune.

- - The originﬁl records covering the costs of this project were re-
- corded on monthly work sneets waintained by Mr. Krumlauf, Generul Hunayer,
- who prepareu the Uperator's Monthly ﬁeports.

- This audit ia general involved un exumination of oriygimal re-
cords, monthly work sheets and recuuciliation with the amonthly #F-104 re-
ports. Cosis were recorded on a combinution of cash und accrual busis.





June. 1953,

Frior to the on site audit considerable pre~audit analysis
was performed in the UMLA Office at venver, Colorado. A

111, SCUPE_OF WULIT AND FLNDINGS

The audit was'liﬁited to ascertaihing the accurucy, propriety

wnd validity of the costs us shown in the "Totals to bate” column of

Form WF-104, Operator $ ﬂonthly Report and Voucher for the wonth of

In view of the prevxous audlt by T. H. Bradxng. DHES uuditor..

‘coverihg the period ~ugust 27, 1952 to January 31, 1953, except us‘other-

wise indicated, this audit wus restricted to the costs clained by the .
operator since that luter date. ,

The extent of’ the audit anﬁ xindings uirder . ecch of tha "Items

‘of Cost" follous:

(1) ndeggngent Contragtg
. _ None ,
@) Labor gnd.auégrgiggon ’
. ) Labor |

‘ “All charges for labor during tite period beruary 1 to
June 30, 1933, were supported by daily time reports und pzyrolls which

" were examimed in detail as to nuamber of honrs. authorized rates, ex-
- teasions and amuunts.- .

ncceptable labor costs are ¥s follows..

‘Qalance per previous audit - . - §5,024.00
Veriod, Febrnary 1to June aO. 1953 - - 4,542.30

uccepted Totul ' - o _ ' §2.506.30

. The audit disclosed that through error tie total charyge
for laaor applicable to the month of :pril, 1953, had been entered et

of rithholding Tax and hmployee s 0aB charges which totalled bloo.bu.

The operator s report for iay, 1953, partially corrected

- tiis under charce by increasing the labor churge applicable to day in

the amount of the 'itnholdxng Tax of $1406.50. Through oversiglit the

',amount of the Esployee's Ua8 Tux of $17.15 was not included in the cor-
" rection. This undet claia of $17 15 has beea included in the ucceptuble





L X o N
labor costs shown clove.,

@) 3m upervision .
' All charges for supervision dnrinq tie period February 1 -

~ to June 30, 1933, were supported by duily time sheets and payroll suomsr-
“ies which were exumined in detzil., These charges were for tae sulary -
- of dr. H, E. Krumlouf, Engineer-supervisor. . The rate of churge for

supervision wis equal or less than authorized by the exploration contfﬂct

- and is considered reasonuble.

.The ucceptable churges for supervision are us follous. o

, ,Ja1unce per previous audit ', - ; '.~,‘ 3] 201.20
. Feriod February r to~JUne uﬁ. 98 l,éld.?o,-

)'“”?=~ucceptaﬁ1e T@”:i:5“§er“i8i°a»

(3) Jperutinq daterigls and_ aupglieg
bll charges for ogeruting muteri¢ls and. supplies for the perzoé

'rebruary 1 to June 39, 1953, were supported by invoices whicl were ex-

anined for prapriety and reasonnbleness of the items ¢harged. 1»

ﬁuring the previous audit the cost of ‘an’ eleczric blast;ng mw~f';'"

"fcnxne bharged to explosives in the umount of 350, L0 wus disullowed de- .. g
. ¢ause the item wus uot specificuily authiorized ia the exploration contruct.
. Tais discllouance was adgusteu vy the operutor ia subsequent montnly re- ‘
“;;ports..,v S _ C e

1aubseqaent to the telease of the previeus uudit report tae Ir0u:' )

f and Ferro-‘lloys vivision of the UME. advised tiut the jtem vas aecessury |
..~ for use in electric blasting required by the xizon¢ dine oufety uules of :
‘*rthe.;tate Mine. lqspector. : A A :

Further analysis also dxsclosed tﬁe'aperqtur s applicatxon o

:‘specifiéd the operator proposed to use electric blastiag. The Field
Team's’ fxnal report oir the. application indicated coacurreace with thie
operator's proposul concerniny the use of electric blesting., It uppeurs,

tuerefore, that it was the mutuul iatent of all gurties coaceraed to. in-
clude the costs of clectric blasting in the costs allowaJle under the

. teras. of tie coatract.

a8 a result of tie foregoxng analysxs the disallouaace of &ao-ao

- wirieh had been adjusted Ly the operator. is reinstated in tiis audit report
- and sucn rexustatement is approved by the Executive Ufficer.

- Ca tabulation o£ the acceptable costs of materiuls and suyplies
follows: _

gzg 790, ea‘f‘ R
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: uaildxngs hnd zmprnvemeats follows:

_(b) Purghuse o
 The oaly charge for eqyipaeut purchases during the periud (e

| Februarytlltd Juae 30, 1953, wus for a Fairbanks Horee Uuplex 3x2x4 air

bump which cost $75.00. This purchase was suyporteﬁ by invoice and is

| uuthorlzed by the oxplorution contruct.

'The uccept&ble costs of machinery are tabulated helou.'

C Truck ) $1000 00
Skip | SRR 77.&2
dine Car B 72,08
. Blower - 271,51
Co e uheave s o l!ﬁ Lo 2600
ot ’-.,2-1/2" ¥ u;'m e T 212. 80 .-

avualance pe* pxevious audit &luJ9 46i"'

- siy Pump purchused during
period Febr. 1 to June dO.

© 1993 . 75,00

" fotal Machinery kurchases = . §l173.4v
'Less Liquidation Proceeds I o vbe. 47
‘ﬂcceptable Cost of Aachinery Furchases | §1023=99 ,

: Thcre were 1o churges to this elesent of cost during the period
benruar; 1 to june 30, 1935. n uaalysis oi the acceptable costs for atw

L
R >
R

o . <'$1335;00

- bupervision ' _ 419.60 A
"~ Psyroll Tuxes vnd Cumpensa— S . p
tion lusurance - 129.49 = i

Timber : ) C367.09 —.

- wupplies : o - 1 2% S

" Total ﬁér previous audit - . ,‘ ’ E - 331200
Less Liquidatioa Proceeds o --100.90
acceptuble Cost of Ne«gauildingé G Imoprovenents jﬁi&ghﬁg
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VAN : ® e
o, . . - RN -
oL : - S ) e ' : :

(7) ggellangon o
. (a) aeggigg to Egg ggg C
o all charges for repairs to equipment during the period

L February 1 to June 30, 1933, were supported by anvoices whicn HOre eX= .
. amiaed for propriety and teasonableﬁess. : .

PR " o ‘Thc acceptable cost of repait: to equlpment ure as
- - follows: - . : ; .
' T:ggg ﬁepdigg o .
. Balance per: previous auﬁlt L $&2 29

.;;jsf“”jyiijjffj4huring period February'l £0 Juna o

 ATota1 Ttuek depaars f ;7 : | f"' "; - 5141 78

i accoptable cost of nepazrs to Equipment | T $51595,01
S @) samplie alysis |

T S ull charqe: for sampling and unalysis were supported by
- nvoices which were examined. The audit ‘diselosed two duplicate charges
.- totalling 19 assays agounting te $70.00. These duplicule charyes were
 -disallowed. -The audit ulso disclosed that 7 ussays umounting to $23.00
~ were. made in counection with a special geological report secured by the’
" . operator ‘which was of no benefit to the exploration project. These extess
L ussuys are disallowed upon the recommendation of the supervising Engineer
L0 . und with the concurrence of the Executive Ufficer. DA Field Team. He-
T gxoﬁ IY.r :

’ The acceptaule sampiing and cﬂaiysit costs follown f

Balance per prevxous andit. 3 $3. S §9.00
‘During the period February 1 to June 30, 1953;' :
16 v $4.00 S 04,00
o0

ncceptable cost for sqmpling and analysis 73,

(c) Pazgoll Taxe

o Total chatqes for payrolt taxes for the period ~ugust 27,
1942. to Juae 30. 1933. were confirmea by computation. The acceptable

iiluepairs to ﬁuck orill ’“'-51 - | -f,. } Azl.gg‘ A





cost for payi'oll taxes consists of lij of total accged wages and salur-

ies of $13,166.30. or $197.49. .m over-charge of $4.52 is disallowed. -

(d) Liabilitz Ingurance

Total charges for ¥orkmen's Compensation Insurance were con~
firmed by computation. The acceptable cost for liability insurance consists

- of 3.309% of total acceptable wages aud salaries of $1a.160.30. or $446.21. °

An’ over—charge of $3.06 is disallowed

(e) Accounting

All charges for accounting for the period February 1 to June

'30. 1933. were supported by invoices which were examined. The exploratioa
" ‘coatract provided that the Engineer-oupervisor keep the uecessary accounts.

The Engineer-aupervxsor s authorized rate of compemsation was limited to.

$500.00, - The Engineer-Supervisor volunturily drew a sulary ot the rate of . .

. $400.00 per calendar month and arrenged for a Fublic (ccountant to keep the';j-‘-<
" books for .the project at a cost of $100.00. - This arrangement had the con~
= currence of the Executive Officer, DJE. Field Team, Region IV. -

The acceptable costs for accountxng ‘are as follows.

8

'

8

Balance per previous audit report o D
" Period February 1 to June, i3, 1953

Totul acceptable cost

IV. CONCLUSIONS

The'status of the “illowable Maximums" uuder tiie contract on June
30, 1953 (effective date of "Termination by Agreement") was as follows:

. btgge I . . o  Allowable Maximum deal;ggsts Balance

Total Labor. bupervis1on. . » A
including ¥orkmen's Com~. - - ' , : : .
pensation & Payroll Tbxes ‘ $16,042.80  $13,810.00 $3032.30 .

aupervislon. includiag Accounting 3,7a0 00 3,600.00 . 150.00
Uperating Eguxpggnt . ‘
Rental S |
Compressor Rate per month - $400,00 Cost per month-$147.
gingle Drum Hoist - " " * - $100.00 e '~$100.00
Purchase : - _ ' _ , .
Truck - e $1000.0¢ - . 1,000.00 e,

The totals to date shown on the operator's Junc, 1933, W#-104: '

“report agree with June, 1953, iF-104 report.





A
N Y

$

R

" The operator reported inability to secure uny outside bids for U

;966 67.

: the mdchinery end equipment. but did subait its own luap sum bid of

Because of the reacte locution.and the depressed condition of the
market for used mining machinery and equipment the operator's liquidation
proposal dated December 14, 1933, was upproved by the Executive Officer.
odEA erld Tean, degion-1V, on- Feurnary 17, 194.

There were ao unused aatetialt. supplies or otier property to be
disposed of for the joint account of the operator and the Goverament other

than tiat covered by waivar or. liquidation,

This audit has dxsclosed that ull costs as charqed to this pro-

:jéct. with the exception of the disallowances itemized under (3) wutier

... daterfals cad Supplies; (7)- (), Sampling and caulysis; (P)=(c) Fayroll

Liquidation Proposai approved February 17, 1954.

;‘* Taxes,. and. (7)- @) idcbility: Insuraﬂce. ‘of tie preceding section of tais- -
: report. are repsodzble and. propir under, the teras of the codtruct, (mend- DA
ments o. 1 and No. 2, Termination  greemeat dated: June 30, 1953, und

The adjustnents of’lteus of Costs. as shown on the June, 1953.

Independent Contructs

© Noge

" iubor & Supervision .

- Labor.
Supervisioy .
v Technzcal services

- Materials ougglies
" Timbex

Lxplosives -
kipe -
Track -

' Miscellaneous

Operating Equipament .- o o
' 2077.50

itental
urchase
DepreciatiOn

Iuitial ‘dehabi litation

& depuirs

.. New Buildings G-lnprotep
acatls

Totals to
Date
av~104

§9549.15
2700.00.

oy - -

T 4:;‘4' 4;' f’
- 437,00

212.97
2180, 67

‘ Dis~
‘ allowed

$7.50

1734.40

- e asamws

3126.00

‘xeinstatev

‘aent of
trior Lis~

”'db;104; the disulleuauces, and approved amounts are susanrized us follows.

Liquid-

 atien jﬁllOuéd_

settle-~ Uader by

A

allowances ment Cluia oudit

$ 17.16. % 9.)09.30

12700,00
| 454.45
9w
$63.97 .0 a1l
117.30° . - 2002.01
S 2077.50
055,47 107,99
- 100,00 20,30





‘Totils t6  Uis-  feinstate- Liquid-

Uute allowed meat of ~  ation .- =llouned
W-104 by _ Frior Lis- usettle- Under &y

_6/30/53 _ suglt  ollowguces ment  Clulu audit

uepaars to Lquip.nent 3 1.13.01 o B : ¥ 153.01

Saapling & .nulysis 177.00  $104.00 R 73.00
vayroll Tuxes . . . 202.01 - 4.52 .. R U I 1%
Liubility lxtsuranct C 449,27 3.00 - R ' o 446,21
Aecounting 900, 00 R L et : 900, V0
T $:‘:3224.45 b’ $24212. 35

Ttk 5119, 03 -,e.,o 0_3900.07_$17.1

G m tho cwelasﬁm of tﬁcf dudﬂ., the xxzmim*s 1ore: discussed with .
" ghe wpervisor—-bngmeex. lire ik L. uru:xlauf. ‘dﬂii w”ithl the wecutive @ﬂicer. '

' . UMEA Field Team, Kegion IV, * -

: Februury 13, 19.)4

MV 7 7M’

bonald I. Fiaca, suditor
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DEFERSE MINERALS EXPLORATION ADMINISTRATION
CONTRACT_ADMINISTRATION AND AUDIT DIVISION

INTERIM AUDI? CERTIFICATE WC b
R ojl

I have exsmined the records and trensactions of:

1] Mining ‘
(a partnership composed of Tom D. Callas, A. Nikes,)
(John Qekas, John Paulos, end Monte Seymour )
55 West Congress 3t.
Tueson, Arizonm w9 ‘/\

pertaining to Exploration Contract Idm-E370, Docket No. 2356 inocluding
Apgndment No. 1, covering o project of exploration for tungsten, for
the pericd August 27, 1952 to January 31, 1953.

My examination was nadce in accordsnce with generally accopte
ed stendards applicable in the circumstences.

] The audlt disclosed the following facts in regerd to the
amount to be paid the Contractors

Total Cost per MF-10h $15,870.42
Bxceptions (per Audit Report) L89.73
Total Accepted Cost $15,300.69

The contract callas for a 75 per cent participation of explore
ation expenses by the United States Government. Therefore, paysent to
the Contractor by the Governmuent in the smount of Eleven thousand five
hundred thirty-five dollars and 52/100

~$11,535,52«
is valld and proper,

This certificate is issued on the provision thot the Regional
Executive Officer, the Administrator; or other competent official has
accepted or will accept the project es having othervise met the teras of
thes contract.

Dateds March &, 1953

T. H, Brading, Auditon)

5





I. INTRODUCTION

On Februsry 23, 1953, en interim audit (covering the period
August 27, 1952 to January 3, 1953) vas made of the rescords and
accounts of operations pertsining to Contract Idm~E370, Docket No.
IHEA 2356 and Amendment No. 1 dated October 21, 1952 with the

Nikss Mining C
(a partnership composed of Tom D. Callas, A. Nikes,)

{Joln Gakas, John Paulos, and Honte Beymour
55 liest Congress 8t.

Tucson, _Arisons
covering & project of cxploration for Tungsten.

The accounting records under this contyact are located in the
office of the company Auditor, Mr. Victor Tronolone, 239 N. Church
Street, Tucson, Acizona. The mine 18 located in Pinal County, Arizona.

During the course of the audit, Mr, Pronolone, Auditor, and Mr.

H. E. Krumlauf, General Msnager, were consulted as required.

Their cooperation and assistence facilitated the sudit.

#r. J. W. Townsend, Mining Engineer, Denver Otfice, collaborated
in the sudit.

TI. GERERAL INFVORMATION ON RECORDS

The accounting records for the exploration project consist of a
cash journal apnd general ledger, vhich are maintained under the super-
vision of Mr. Tronolone.

The original records covering the costs of this project are re-
corded on monthly work sheets, vhich form the basis for the preparation
of the monthly MP-104 reports. Mr. H. E. Krumlauf, General Manager, |
maintains this record and prepares the monthly MF<10h rveports. There-

fora, this sudit in general, involved e check of original records

againet the monthly work sheets, and a reconciliation cof the work a

e
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sheets with the general ledger accounts. The general ledger was three
months delinquent, therefore the Janusry costs were reconciled with the
general ledger posting media. All costs except for incidental small
purchases and express charges, vere recorded cn an accrual basis,

IIX. BSCOPE OF AUDIT AND FINDINGS
The andit was limited to sscertaining the accuracy, propriety
and validity of the costs as shown in the "Totals to Date” column of
Form MP<10h, Operator's Monthly Report and Voucher for the month of
January 1953. The extent of the audit and findings under each of the
“Items of Cost” follow.
(1) Independent Contracts
Not applicabls to this contract
(2) Labor and Supervision
All chargss for lsbor were chscked against the amounts re-
corded on the monthly work sheets. In order to verify labor costs
charged to the project, entries were traced from cash disbursenents
journal to the work sheets and to the daily time book approved by the
foreman. Rates were checked to contract and all extensions and foot-
iogs for the month of December were proven. In December excess tinme
was reccrded on the payroll record as follows:
Rodriguez - b hours at 1.50  $6.00
Callas - 8 hours at 1,75 _14.00
Totel $20.00
Accordingly, the smount of $20.00 is disallowed.
The audit disclosed that the cost of ledor as shown on the January
MF-10k, as compared to the costs properly chargeable and sllovable was
as follows:





® v &

| Labor chargud asolg .00
Not Allowsble 20.00
Allovable $5024.00

Supervision

Charges for time of Mr. H. E. Krumlauff, Engincser-Supervisor,
wore traced to dally time sheets through monthly work shasts to cash
disbursement record, The centract provides in addition to supervising
cperations, that the Buglneer-Supervisor also shall ksep the neceasary
accounts, Thie portion of his duties id delepated to the euditor.

ALl charges for auditor's time were recorded es supervision. Necossary
correction to reflsst the charge for euditor was made in January and
instructions regerding proration of supsrvisory salsries explained to
Mr, Krumlauff. Costs es reflected in columa “allowable by sudit” on
January 31, 1953, in the amount of $1261.25, are considered as proper
and sllowable under terms of the contract.

(3) Operating Naterial and Supplies

All charges under this category were traced o munthly
work shests. Original invoices were examined to deternine jropriety
of the items charged. | Cancelled chscks covering payment of invoices
wore traced to cash Journal,

The eudit disclosed that cost of & blasting machine ia the
amcunt of $56.50 was included in charge to explosives. As this
equipment vas not specified in the contract, the amount of $56.50 18
disallowed. |

The totsl costs properly chargeable and allowable under
this category were found to be:

N
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Timber $273.95
Explosives 509,40
Miscellanscus 3

Drill Steel $339.93
Gas & 041 h9.48
Small tools 255,10

Other 58.72 1103.2
Total $2500,63

(4) Operating Equipment
f11 charges for rental of operating equipment wore traced to
monthly vork sheets. Involces covering charges were verified by exam-
ination, as were cancelled checks covering these invoices. Rates vere
verified by reference to contract.
The proper and allowsble chargss for rental of operating
equipment are as followss

Monthly Period Cct
_Rate  through Jenuary

1-105 CPM Diesel Engine

Operated Compressor $147.50 8290.00
i-3ingle Drum Hoist 100.00 00 .00
Total ;%0-00

Equipment purchases, all of vhich were suthorized by contract,
were verified by exesmination of vendors' invoices, and payment cog~
firmed by examination of relsted cancelled checks,

The costs of these items, all of which are considered proper
and allowable charges were:

Truck $1,000.00
Mine car 72.63
Blower & attachments 271.51
Sheave 25.00
Pump 212,

Total 1 s
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(5) Initial Rehabilitation and Repairs
Not spplicable to this contract

(6) New Bullai and Im ments

All charges to New Buildings and Improvements were verified
by examination of imvoices and payrolls. Charges as listed on the
MF-104 on Jenuary 31, 1953 vere as follows:

Labor $1835.00
Supervision 818.75

Payroll Taxes and
Compensation Insurance 129.49

Lumber . 367.89
Supplies 37,
Potal $3525.89

Allowable Maximus under
Exhibit A of Contract 3126.80
Disalloved (Supervision) $ 399.09
(7) Miscellanesus
Costs of $62.29 covering repairs to truck vere verified by
examination of invoice.
Invoice for three Tungsten assays at $3.00 each vas examined
. to confirm cost of Ssmpling and Analysis,
All charges for payrcll taxes and workmen's compensation
insurance were chacked by computation at the rates shown by the
company's files to be in effect. These rates vere:

F. 10 co Ac 1&5
Workmen's Compensation  3.3890

Since dissllowances have been made for wages under this
contract, the allowable coste for plyron taxes must be reduced accord-
ingly as followss

5=





Charged | Disaliowed Allovebls
Payroll Taxes es5.2h .30 24 .94
Lisbility Insurance 56.92 6.78 50.1h

In addition,in December an error in extension in ealculating
liability ingurance was made as follovs:

Labor $1217.00
Supervision lﬂg?l’?:gg
Charped Contract Amount Disallowed
$1717.00 at 3.3890 65.25 58.19 7.06

The alloweble and proper charges under the terms of the contract;
giving effect to above cited disallowances are:
Payroll Taxes $100.57
Workaen's comw
pensation Insur-~
ance 220.69
Accountant
Charges for $400.00 for services of auditor were included under
supervision by the operator, Correction in distridution was made during

asudit.

IV. CONCLUSIONS AND RECOMMENDATIONS
Comparison of costs as reflected by MP-104A at January 31, 1953,

giving effect to disallovances made; reflsct a total expenditure of
$15380.69 a8 against s total eetimated allowable cost of $34600.00 with

the following work remaining:

72! of drifting
60* of cross cutting

Baged on the assumption that costs for completion of this work will
be in line with past experience, it appears that the total ellowable costs
for Stege I will be less than allowable meximum.

e
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This audit has disclosed that all costs, as cmrgcd to this project
with the exception of the disallowences itemized under (2) lLabor &
Supervision, (3) Operating Material and Supplies (6) New Builldings and
Improvements and (7) Miscellsneous, of the preceding section of this
report, are reasonable and proper under the terms of the contract and
Amendment No, 1.

The adjustments bLetween Items of Costs, as shown on the January MF-10h,

the recommended disallowances, and approved samounts are sumarized as follows:

January Correct- DISALLOWED Allow~
1953 ions Finance eble by
_ Officer Audit Audit

(2)Labor & Supervisiont ' ' '

Supervision 1681.25  1281.25 1281.25
(3)operating Mat.&8upp.

Timber 273.95 273.95 273.95

Explosives 587.25 565,90 56.50 509.40

Pipe 25k Jh2 Lko7.08 407,08

Track 212,97 212,97 212,97

Tools 162.31

Miscellaneous 111h.52 1103.23 1103.23
Operating Equipment:

Rental 990;00 9”000 9%-00

Purchases 1659.06  1659.46 1659.46
New Bldgs & Improve: 3525.89  3525.89  $399.09 3126.80
Miscellanecus ,

Repairs to Equip. 62.29 62.29

Sampling & Analysis 9.00 9.00 9.00

Payroll Taxes 100.87 100,87 «30 100.57

Iisbility Insurance 234.53 234.53 13.64 220.69

Accountant . 460.00 ___k00.00

—
"

At the conclusion of the audit, the findings were discussed with the
General Mansger, Mr. H. B. Krumleuff, The compeny will prepare their next
monthly MF-104 on thc' basis of the proper distribution of charged costs as
shown in the second coluan of the sbove Sumary.

March L, 1952 . .
X/ ”
T, A, Breding, Audifor
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EXHIBIT B

The sudit also disclosed that the status as of January 31; 1953

of the "allowable meximums" under this contract vas as followss

Item Alloweble Maxioum Total Costs Balance
(2)Engineer~Supervisor $2500.00 $2100.91 $399.,09

Total Lebor, Super-

vision & Consultants 16842.80 6708.25 1013455
(4)Operating Equipment

Rented 2000.00 990,00 1010.00
Pick Up Truck 1000.00 1000.00 -

Gince 108! of drifting out of an allowable 1680' has been completed,
110' of shaft sinking ellowable maximum has besn completed; and vhile
none of the 60' eross footing has been started, it sppears that costs

are being held within allowedble maximum.
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’ mmm'rxon OF woax UNDER AN xxrwm'rxon Pno.n-:c'r com 'r e
' BY AGREBMENT - :

It 1s agreed this 30th day af June, 1953, betwesn
_ the United States of America, acting through the Department
.. of the Interior, Defense Minerals Exploration Administration,
" - hereinafter called the ‘Government,” and Nilms Mining C R
. & partnership composed of Tom D. Callas, A. Nikas, John Uekas,
-+ John Paulos, and Monte Seymour, 55 West Congress Street, Tucaon,
~ Arizona, hereinafier called the "Operator," parties to that o
. certain Exploration Project Cmﬁract No,’ Idm~E370 Docket Ko.
DMEA-2356, dated July 1B, 1952: -~ 4

. : Al explontion ucrk under the sa.id contract, e
: ‘;-;81"1;11 be. and 15 he:aeby teminated as of the J‘.‘irst date above

S

' ‘ 2, Any work proaecuted or coats irxcurred by me :
Operator after the dete first sabove written shall be for the
. sole account of the Operator, except for (a) such necessary
T and reasonable costs and expenses as may be incurred in pre-
serving and disposing of any facilities, buildings, fixtures,
equipment, or other items, to the cost of which the Government
,,‘has contributed and in which the Government has an equity, and .
the costs of any reports, accounts, and winding-up and .
tlement actiom providad i'or in the eontract. - .

_ SR 3 'me underaigned Opcmtor hereby releaaes and
_'agren to save harmless the Goverrnment from all claims and -
'demands under or arising out of sald Exploration Project Con-
tract, excapt an hamm expregsly otherwlse provided. -

e 4. The Governmnt*s right to.z percentage. royalty
SERLT T production, and the lien for lts paymenti, and all provi-
PR sicms relevant thersto, are preserved with respect to all of .
~ the land described in the contract and any productlon there-
“from, in the event that the Government subsequently makes ite .
- certification of dlscovery or development as’ provmed 1n me
: Exploration Project Ccmtract o

o - w:u.tneu the following signatures s of the day anci
;yeaz' firat. a.’oove written, .

| THE ONITED STATES OF Am:cca -

© NIRAS mma commmz - < Exploration Administration

2;' F& W\ ‘_ -
%AQ% .
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FFQ*j ; '-.;Dodket copy

¢xPLORATION PROJICT CONTRAGT - .
""NIKAS MINING COMPANY. . = ¢~
BOCKET NO. DMEA-2356 b

AM&&DH&NT NO. 2 '

: : It is agreed.thia ]Jth day of  March . s 1953,
,between the United States of Americs, acting through the Le-

- ‘partment of the Interior, Defense Minerals hxploration Admin-
-~ istretion, and Nikas Mining Compeny, that effective February
- 15, 1353, Fxploration Project Contract No. Idm-:37¢, Dovkat

No. JMuA-aSSE dated July 10, 1)52, as amendea, ia rurthér

L %' LmeﬂuEﬁ ae xallows..

L ”“‘ff; n gxhibit &* un@ﬁr &eacri tien Qx thﬁ a@rk
_-'g;_.;*"t,age I, gdd: - | R

SV - Te fxten& the 6U-root, 5 x 7~toot dritt (1tem 3)
&n adﬁitioual 20 feet northnestward.

SR &.  Extend the 120~-foot, 5 x 7-foot drift (1tem 4)
.g.an aadiﬁian&l 30 feet southeastward.

R 3, Crosscut an additional 80 fest, 5 x T-feet in
. the clear, at 1ocaticns to be selccted oy the operator and
’ﬁi@lﬁ Team. . -

L Cin “xhibih A7 under (2) Lcoor, cupervision, end
' Conauitants, Stage i delete: < : ‘

1 Lngineer~supervisor./h $55.Lu pev b-hour
. working day Lut not %Q exeeeu ssuu.oﬁ per
‘- men&h, 5 months - - o _ - - $T, 50U, uu*

:'anﬁ substitute: .-

1- ngineer~aupetvisor,/1 $35.uu per Ghour
workinb day out-not tprexeeed Sﬁvb.»O per
wmonth, 73 months o N - $3, T U0 .

: : -In zxhibit ‘A" unéer (&) uperating guipment, To
‘be rented, Stage 1, delete: ,

47 the engineer-supervisor shail Qirect Ene operaticn and shall
ve responsible for securing representative samples of the de-
posit, where warranted, and their subsequent handlling. ile

- also shall prepare and keep up-to-date the mine and jseologlc
‘maps ordinarily necessary for an exploration oyeraticn. He
shall slso keep the neocessary accountQ.






_;‘Ql - 210, ¢fm Diesel«engine operated _ -
'~‘bOmPressor 3%60 U0 per month®, - 7
: ‘l' montha . ‘ _&1,600.30

1 - Hoist, singie drum, zaeoline ' B S ,
engine driven, 4,000 pound rope S o
pull & $100,00 per month* b mnnths L RooL00 $2,000.00

" ang ubstitute' | |
1 - 210 cfm Qi&ﬂ@l*&ﬁ&iﬂe cperated

compressor & $4uu.ou per month®,
0z months . , : $2,600.00

04 = Hotst,. Bin le. cirum, ‘gasoldme [ oY , |
i ﬁ:jcnuin@ @rivén, 550 y@un@ rosa . ERREE I t~;iﬂh4%&
oL padld L glee, ,ﬁ.z:’ montie, C,; mnam é“u.c@ " 93,702.00

R - This amendm&nt shall not be canstrued to incresse thc
T eatimated total sost of Stage I of the project, the estimated
" itpial cost of the project, or the sggregate total amount which
, ,bhe Government may be required to contrlbute.

V,y"'7.4 o ixecuted in sextuplicate the day and year first above ..
Swritten. o )

ML UNITED STATES UF AMIRICA

'Qf Minerais Exploration :
. Administration = . —.ﬁ%ﬁ%M%/,

© NIKAS MINING COMPANY

eneral Menager

L2l
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mmmm OF CONTRACT: Ne. Idw-E370

© Gomtract Dockst o, DMk 2386, dated July 18, 1952,
betuua the Dnihod States ef Anrs.ca and liku Hining Gomw.
purtnerah:;, 18 heroby auendod aa .follmn,; c!’toetin as of t.ho data
‘otsaidcontrwh ' - ‘ o R

. " ‘Referring to "EXHIBIT "A" attashed te Exploratiom
Projoct Contract Yorm MI=200, captian "Deseription of the - -
work". mamg vsy_;; . I" m- ", (b)".a".‘!?%?m“ o1 ow-

"c.onctmction cf trestle to mine dump®. and :ln

7.7 ieu thereef substitute the' fallowings -

*Alt-ratien of ore bin by conatmctm a dimiou
: to aceomdah uaatc;."

, ,Tmamntahallmtbocomtxmdtomntho |
oatimtad total cost of the project, the ameunt of the Gmrmnt's
o Veuatribuuon. or any item ox‘ aumubls cost which ic ozprenly desi~
.zmm mallowsble faxtwes, ' | S

Dated____ October 2l |, 1952

 NIKKS MINING COMPANY . UNITsD STATES OF AMiRICA
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INING DIVISION
HESION IV ‘
September 25, 1952

Hemorandun
0 s W. H. Bing, Acting Chief, iiining Div., Region IV
From ¢ L. A. Stewart for Chief, Arizona-New Mexico Br.,

liining Biv., Region IV
Subject : Nikas Mining Co., Pinal County, Ariz., D:EA Docket

2356, Comtract Idm-E370

Laclosed are original and 5 copies of requost for gmend-
ment to above contract and 1 signed and attested copy of Power of
Attoraey for ur. li. L. Krunlauf.

From a discussion with Krumnlauf, it appears that his
suggested disposal of waste and ore by division of the present ore
bin is technically more feasible than the original proposal of a
trestle and will be less costly.

: The necessity of renting ome 105 c¢c.f.m. compressor to
start work may Le essential. When more air capacity is desired
the contracted 2Z10~c.f.m. compressor mignt be available. If not,
two 105's would serve the same purpose and rental of them would
not cost more than rental of the larger machine. It would appear
that an azendnent would mot Le necessary for this item.

if the changes require avendments, I recoxmend that they
be granted.

Lincoln A. Stcwart, [lining Bogineer
for wWalter R. Storms, Chief
Arizona-New ljexico Branch
kidping bivision, Region IV
CC W. 4. King (6)
DYA-2356
vy

LAStewart:frj
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Sept. 2#; 1952

Mr. We Re Stom, - ’ ' ' y
Chief, Arizona-New Mexico Branch,
Mining Division, Region k&,

U, S. Bureau of Mines, . ‘
University of Arizcna, Res DMEA Déeket 2356 |
Tueson, Arizona @ : , Contract Idm-E370

Desr Mr. Stormss

_ Concerning part I-b on page I of the contract l
avarded to Nikas Mining Company which statess "Construction

of trestle to mine dump". Rather than build the trestls, |}
it will be less costly to divide the present ore bin into -
two parts, one part to handle ere found during the explora= "

tion program, and the other part to handle waste. The waste
- would then be trammed a short distance from the waste bin
to the dump in a mine car. ' '

A trestle, if constructed, would be 22 feet high
at the mine end and much higher at the other end. Extra
long or spliced timber would be necessary, and timber of
this type is expensive and difficult to handle. The high
trestle would bde a hazerd. The suggested change would
permit the dumping of waste anyvhere along the crest of
the waste dump, ‘

Tc date I have been unable to rent a 210 G8.F.m.
compressor. Five different concerns in the Tucson-Phosnix
area have been contacted without success. All concerns ' ‘ “
have compressors of 105 c.f.m. capacity, and it will be
necessary to start shaft sinking operatlons with one of
the smaller units and either obtain a larger machine when
one 1s available or add an additional small unit.

T = T T

It 1s understood that neither of the above changes
will result in an increase in the cost of the project. _ /"

If it is necessary to amend the contract to make
the above changes, please consider this letter as a request
for such an smendment. -

: I am enclosing a copy of a Power of Attorney
which gives me the authority to act as the Company's agent.

Sincorzig;;?urs, ?
. HS E, fL§2§§ial Manager

. EEE/1 Nikas Mining Com

pild
L= AT
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SPLCIAL POVER OF ATTORNEY

\

KNOW ALL MEN BY THESE leQllT!t

That TON D, CALLAS, A. NIKAS, JOHN OEKAS, JONN
PAULOS and NONTE SEYNOUR, eo-adventurers and eo-owners
of Nikas Mining Cempany, €0 make, eonstitute and heredy
appeint l.'l. KRUNLAUP, of Tusson, Arisena, as their true
and lawful aetornoy-tn-toot for them and in their Rane,
plase and stead, and de heredy eonstitute said N, XK,

. Krumlauf as general menager of Nikas Nining Cempany, theredy

enpowering him to exercise the usual and ordinary duetiu
as generdl manager of the affairs of said Company and the
dovoxopnontldr the "Morning 8tar" mining elaim, lecated in
01d Mas mining distriet, Pinal County, Arisona, in connec-
\ tion with the explorasion and developmens of said ltntng’

(a .

'i,d ' Said attorney-in-faet is expressly authorised to
exesute and deliver all reports, papers and dooui-ntl to
the United States government in connestion with the explera-
tion lhd development work done under the exploration loan
from Defense Minerals Administration of the United 3tates
govcrn-nnt, Department of InSerier,

Said ucbornoy-anrgo' is further authorised to
obligate the undersigned uoloo-advorturcro in.conneetion
with She pnrohnlo of nooolnary luppxloo nnd equipment, the
hiring and rlrtng or cnp!ovoo. nnd othor ktndrod duties as
general manager,

IN WITHESS VWXEERECP, we have hereunte set our hands

el
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en this __/_:__ day of Septemver, 1952,
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UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR DOCKET CAPY

DEFENSE MINERALS EXPLORATION ADMINISTRATION

EXPLORATION PROJECT CONTRACT*

IT 1S AGREED this 18th day of July.- , 195.2.-, between the United States of America, acting

throug% e Deg{'u'tment of the Interior, Defense Minerals Exploration Administration, hereinafter called the “Government,”
iﬁas ining Company, a partnership composed of Tom D. Cnllas, A. Hikes, John

Gekas, John.Paulos, and Monte Seymowr .
55 Test Congress Sfreet

T™icson, Arizona

and?

hereinafter called the “Operator,” as follows: .
ARTICLE 1. Authority for contract.—This agreement is entered into under the authority of the Defense Production Act of

1950, as amended, pursuant to DMEA Order 1 entitled “Government Aid in Defense Exploration Projectsﬂri
ARTICLE 2. Operator’s property rights.—-Wigyires ect to that certain land situated in the State of zona
tollows: *_ratented lorning

StaF Yode €1als” (h bic¥ion 17, T, 10 S, 1. Y6 E., 014 Fat ‘{Finine District, recorded in

sl ~%M%mwﬁmm@mmwmv&'gggsﬂgsm;ammmmmmmm
mgrs e hil ko Ve it ooty bl el TUne Ry R e Ut
Any other land in which the Operator may here er acquireé an interest and on which
the occurrence of minerals has been indicated or inferred by reason of any discovery or.
development herelnafter veferred to €hall be subject to all the provislons of this con-

tract, .

The Operator shall devote the land and all existing improvements, facilities, buildings, installations, and appurtenances to
the purposes of the exploration project without any allowance for the use, rental value, depreciation, depletion, or other cost of
acquiring, owning, or holding possession thereof.

ARTICLE 3. Exploration project.—The Operator, within ___ =00~ days from the date of this contract shall commence

work on a project of exploration for * ungs—ten

in or upon the described land; and shall bring the project to completion within a period of tvelve (12) mos. from the
date of this contract. The work. to be performed is more fully described in Exhibit “A” attached hereto, which, with any maps
oadrawmg_'s tglerebo attached, are made a part of this contract. The Government will contribute to the cost of this work as here-
after provided.

ARTICLE 4. Performance of the work.—(a) Operator’s responsibility. The work shall be performed efficiently, expertly, in
a workmanlike manner, in accordance with good mining standards and State regulations for health and safety and for workmens’
compensation and employers’ liability insurance, with suitable and adequate equipment, materials, and labor, to bring the project
to completion within the time fixed. To the extent specified in Exhibit “A,” attached hereto, the work may be performed by inde-
pendent contractor or contractors; and work not specified in Exhibit “A” for performance by independent contractor may never-
theless be so performed upon amendment of Exhibit “A,” as agreed to by the parties, to state the work to be so performed and
the estimated unit costs thereof, as provided hereafter.

(b) Independent contracts—Any independent contract for the performance of work shall be on a unit-price basis (such as
per foot of drilling, per foot of drifting, per hour of bulldozer operations, per cubic yard of material moved), or on some basis
that will indicate the amount due for work performed at any stage of the work to be performed under such independent contract.
The Government shall not be nor be considered to be a party to any such independent contract, and the Government’s right to
terminate the exploration project contract under any of its provisions shall not in any manner be affected by reason of any
such independent contract. If the reference in Exhibit “A” to any such independent contract states that the Government'’s
approval thereof is required, the Government may refuse to participate in the cost thereof unless and until it has given its
written approval of the independent contract. .

(¢) Government may inspect—The Government shall have the right to enter and observe and inspect the work at all
reasonable times, and the Operator shall provide the Government with all available means for doing so. The Government may
consult with and advise the Operator on all phases of the work. .

ARTICLE 5. Estimated costs of the project—A statement of the estimated cost of the project is set forth in Exhibit “A,”
attached hereto. Except insofar as any item of requirement or the estimated cost thereof set forth in Exhibit “A” is there or
elsewhere designated as an “allowable maximum,” such items of requirement and of related cost are estimates only, and may be
exceeded to the extent that the Government may from time to time approve for the most economic and beneficial performance
of the work within the limitation of the total aggregate estimate of costs. The Government’s approval of any such excess
over the estimate for an item of requirement or related cost will be signified by its approval and payment of any invoice or
voucher for payment which expressly calls attention to such excess. Items expressly designated in Exhibit “A” or elsewhere as
“gllowable maximum,” and-the total aggregate estimated cost are limitations, and any excess therein will be for the sole account
of the Operator in which the Government will not participate.

. ARTICLE 6. Allowable costs of the project.—(a) The costs of the project in which the Government will participate are
limited to the following: .

(1) Independent contracts—Payments to independent contractors under independent contracts listed in Exhibit “A.”
The estimated cost of any work to be performed under an independent contract is or shall be included in the estimate of
costs in Exhibit “A” in terms of the estimated numbers of units of work to be performed, the estimated amount to be paid
per unit, and the estimated total amount to be paid to the independent contractor, and such estimates shall be allowable
maximums above which the Government will not contribute. Regardless of the provisions of any such independent contract,
the Government will participate in the payments to the independent contractor only on account of work actually performed
and that conforms with the provisions of the exploration project contract, and only to the extent that the Government deems
the unit prices for the work under the independent contract to be reasonable and necessary. No such independent contract
shall have the effect of increasing the estimated total cost of the exploration project contract nor the maximum amount
which the Government will pay as provided in the exploration project contract.

(2) Labor, supervision,-consultants.—Labor, supervision and technical services (including engineering and geological
consultants), a schedule of which is included in the estimate of costs set forth in Exhibit “A.” The requirements and related
estimated costs for supervision and technical services are allowable maximums. i

(3) Operating materials and supplies—Necessary materials and supplies including items of equipment costing less than
$50.00 each, and power, water, and fuel, a schedule of which is included in the estimate of costs in Exhibit “A

(4) Operating equipment.—Any operating equipment to be rented or purchased, or which is owned and will be furnished
by the Operator, with the estimated rental, purchase price, or the allowable depreciation, as the case may be, a schedule of
which is included in Exhibit “A.” Any items listed as owned and to be furnished by the Operator, and related umsisg allow-
able depreciation, are allowable maximums. .. .

(5) Rehabilitation and repairs.—Any necessary initial rehabilitation or repairs of existing buildings, installations, fix-
tures, and movable operating equipment, now owned by the Operator and to be devoted to the purposes of the exploration
contract, a schedule of which is included in the estimate of costs set ‘forth in Exhibit “A.” These items are allowable
maximums. - Nt A

(6) New buildings, improvements, installations.—Any necessary buildings, fixed improvements, or installations to be
purchased, installed, or constructed for the purposes of the exploration work, with the estimated cost of each, a schedule of
which is included in the estimate of costs in Exhibit “A.” All of these items are allowable maximums.

(7) Miscellaneous.—Repairs to and maintenance of operating equipment (not including initial rehabilitation or repairs
of the Operator’s equipment), analytical work, accounting, workmen’s compensation and employers’ liability insurance and
payroll taxes.

(8) Contingencies.—Such other necessary, reasonable direct costs of performing the exploration work, within the limit
of the total aggregate estimate of costs, whether or not included in any schedule of costs in Exhibit “A,” as may be
approved by the Government in the course of the work, as indicated by its approval and payment of invoices and vouchers.

11f gufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank.

2 State name, address, and nature of organization if any. N A X L .
3 Give legal description or enough to identify the property, particularly excluding any land or interest therein to which the Government’s lien is not to

attach or the production from which is not to be subject to the Government’s percentage royalty.
4 Strike out the provision not applicable.
5 Name of mineral or minerals. 16—66328-2





(b) The Government’s psments 911 s will be based on actual, necessar;‘ts’luding contract urtit ®ricesy .
incurred not in excess of any “S@fvabld®aximum,” and not in excess of the fixed percentage of tlle total aggregate estimated cost. -,
Costs will be considered to be i¥hz Med only as they are or become due and payable. : T i
. -(¢) No items of general overhead, corporate management, interest, taxes (other than payroll and sales taxes) or any otheér
indirect costs, or work performed or:costs incurred before the date of this contract, shall be allowed as costs of the ptoject in
which the Government will participate. g : :

ARTICLE 7. Reports, accounts, audits.—(a) Progress reports. The Operators shall provide the Government with monthly
reports of work performed and costs (including contract unit prices) incurred under the contract, in quintuplicate (five copies),
upon forms provided by the Government. These progress reports shall be certified by the Operator, and shall constitute both the
Operator’s invoice of costs incurred on the project during the period covered by the report and his voucher for repayment by
the Government, unless the Government requires the use of a standard voucher form with invoice attached. Progress reports
shall include surface and/or underground engineering-geological maps or sketches showing the progress of the exploration, with
assay-reports on samples taken concurrently with the advance in mineralized ground.

(b) Final report.—Upon completion of the exploration work or termination of the contract the Operator shall provide the
Government with an adequate geological and engineering report,.in -quintuplicate (five copies); -including an estimate of ore
reserves resulting from the exploration work. DR A :

(¢) Compliance with requirements.—If, in the opinion of the Government, any of the Operator’s reports are insufficient
or incomplete, the Government may procure the making or completion of such reports and attachments as an expense of the
exploration work; and the Government may withhold approval and payment of any vouchers depending upon insufficient or
incomplete reports. ' : o

(d) Accounts and audits—The Operator shall keep suitable records and accounts of operations, which the Government may
inspect and audit at any time. - The Government may at any time require an audit of the Operator’s records and accounts by
a certified public accountant, the cost thereof to be treated as a cost of the project. The Operator shall keep and preserve said
records and accounts for at least 3 years after the completion of the project or the termination of this contract. Upon the com-
pletion of the project or termination of the contract the Operator shall render a final account as provided in Article 12.

ARTICLE 8. Payments by the Govemment.—(a) The Government will pay 75 percent of the allowable
costs incurred, as they accrue, in an aggregate total amount not in excess of $ lmot_rw , whichis . £2 ______ .. per-
cent of $.59,200.00 ... , the agreed, estimated total cost of the project in which the Government will participate;

Provided, that until the Operator’s final report and final accounting have been rendered to the Government, and any final audit-
ing required by the Government has been made, and a final settlement of the contract has been made, the Governmeént may
withhold from the last voucher or vouchers such sums as it sees fit not in excess of ten (10) percent of the maximum total which
the Government might have been called upon to pay under the terms of the.contract. |

(b) The Government may make any payment or payments direct to independent contractors and to'suppliers, for the account
of the Operator, rather than to the Operator. ,

ARTICLE 9. Repayment by Operator.— (&) If, at any time, the Governnient considers that a discovery or a development from
which production may be made has resulted from the exploration work, the Government, at any time not later than 6 months after
the Operator has rendered the required final report and final acecount, may so certify in writing to the Operator. The certifica-
tion shall describe broadly or indicate the nature of the discovery or development. In the event of such certification, any minerals
mined or produced from the land described in Article 2 within 10 years from the date of this contract, including any mined or .
produced before the certification, shall be subject to a percentage royalty which the Operator or his successor in interest shall
pay to the Government, upon the net smelter returns, the net concentrator returns, or other net amounts realized from the sale
or other disposition of any -such production, in whatever form disposed of, including ore, concentrates, or metal, until the total
amount contributed by the Government, without interest, is fully repaid, or said 10 years have elapsed, whichever occurs first,

as follows: .
(1) One and one-half (11%) percent of any such net amounts not in excess of eight dollars ($8.00) per ton.

(2) One and one-half (1%) percent of any such net amounts, plus one-half (%) percent of such net amounts for each
additional full fifty cents ($0.50) by which such net amounts exceed eight dollars ($8.00) per ton, but not in excess of five (5)
percent of such net amounts. .

(For instance: The percentage royalty on a net amount of five dollars ($5.00) per ton would be one and one-half (1%)
percent; on a net amount of ten dollars ($10.00) per ton, three and one-half (8%%) percent.)

(b) As here used, “net smelter returns,” “net concentrator returns,” and “other net amounts realized from the sale or other
disposition,” mean gross revenue from sales; or if not sold, the market value of the material after it is mined in the form in
which and the place where it is held. In the case of integrated operations in which the material is not disposed of as such,
these terms- mean what is or would be gross income from mining operations for percentage depletion purposes in income-tax
determination. .

(¢) To secure the payment of its percentage royalty, the Government shall have and is hereby granted a lien upon the land
desfcrlibed in Article 2 and upon any production of minerals therefrom, until the royalty claim is extinguished by lapse of time or
is fully paid. . : i

(d) This article is not to be construed as imposing any obligation on the Operator or the Operator’s successor in interest
to engage in any mining or production operations. N

ARTICLE 10. Assignment, transfer, or loss of Operator’s interest—Without the written consent of the Government, the
Operator shall not assign or otherwise transfer or hypothecate this contract or any rights thereunder. The Operator shall not
make any voluntary nor permit any involuntary transfer or conveyance of the Operator’s rights in the land described in Article 2,
without making suitable provision for the preservation of the Government’s right to a percentage royalty on production and
lien for the payment thereof; Provided, that mere failure by the Operator to maintain the Operator’s rights in the land, without
any consideration running to the Operator other than relief from the cost of maintaining such rights (as by surrender of a
leasehold, failure to perform assessment work, or failure to exercise an option), coupled with complete abandonment by the
Operator of all interest in or operations on the land for a period of 10 years from the date of this contract, shall not constitute
such a transfer or conveyance. Should the Operator make or permit any transfer or conveyance in violation of this provision,
the Operator shall be and remain liable for payment to the Government of the same amounts, at the same times, as would have
been paid under the terms of the percentage royalty on production. If for any reason the net smelter returns, net concentrator
returns, or other net amounts realized from the sale or other disposition of such production are not available as a means of meas-
uring the amount of the Operator’s liability, the amount thereof shall be estimated as well as may be, and in the event of dispute
as to such estimates, the determination thereof by the Administrator of Defense Minerals Exploration Administration or by his
successor shall be final and binding upon the Operator. :

ARTICLE 11. Title to and disposition of property.—All facilities, buildings, fixtures, equipment, or other items costing more
than $50.00 each, paid for or purchased with funds contributed jointly by the Operator and the Government, although title may
be taken in the name of the Operator, shall belong to the Operator and the Government jointly, in proportion to their respective
contributions, and upon the completion of the work or the termination of the contract shall be disposed of promptly by the Opera-
tor 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 at a price at least as high as could otherwise be obtained, as may appear to be for the best interest of the Government,
unless the Government, in writing, waives its interest in any such item. If necessary to accomplish such disposition, the Opera-
tor shall dismantle, sever from the land, and remove any such item, the cost thereof to be for the joint account of the parties in
proportion to their respective interests. If the Operator, within 90 days after the receipt of written notice from the Government,
fails, neglects, or refuses to dispose of such property, the Government may itself enter upon the land, take possession of, and
remove and dispose of any such property as above provided.

ARTICLE 12. Termination and completion.—The Government may, at any time, by written notice to the Operator, terminate
this contract: (a) If the Operator fails to provide his share of the money necessary to prosecute operations pursuant to the terms
of the contract; (b) if the Operator, in the opinion of the Government, 'fail§ to' prosecute operations pursuant to the terms of the
contract; or (¢) if in the opinion of the Government, operations up to the time of the notice have not indicated the probability of
making any worth while discovery and in the opinion of the Government further operations are not justified. Upon the comple-
tion of the project or any termination of the contract the Operator shall dispose of any remaining materials, supplies, facilities,
buildings, fixtures, and equipment in which the Government has an ‘interest, for the joint account of the Operator and the Gov-
ernment in the proportion of their respective interests; shall render to the Government a full and final accounting of his operations
under the contract and his expenditures of money; and shall pay to the Government its pro rata share of any money remaining.

isi The Operator's obligntion to brins the project to com-
. Changes « 7rOVISTONS. ...
ple R{&Eégn&mfeg gdnlagdegsp lo%%s tre accumulated allowable costs of the project In
vhich the Government will particivate do not exceed the agreed total estimated cost of
the project set forth in Article 8. , . -

Executed in sextuplicate the day and year first above written. THE UNITED STATES OF AMERICA

NIKAS MINING COMPANY

5o Gllos m G Nintons

B ' '.A-. 4 r A g y
Ayctlng Administrator, ens

Hinerals Fxploration Administration
, Che v '
o e e e K pr® } -

Johni Gekas
By _L; W Sexﬂmn') , certify that I am the . secretary
of the corporation named as dperator herein; that ' . , 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 corporation by authority of its governing body, and is within the
scope of its corporate powers.
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LANDLORD'S SUBORDINATION AGREEMENT

KNow ALL MEN BY THESE PRESENTS:

WHEREAS, the undersigned is the owner in fee simple of that .certain parcel of ground in the

county of P_;nal ', State of Arizm"xa’ , described in a

c'ertain~ Exploration Project Contract dated Ay 18 ) 1952, betweehv

Tom D. Callas, A, Nikas, "John Gekas, John ?_aulogl__ana_Monm_Semnur,
dba Nikas Mining Company,

the Lessee of said property, and the United States of Amenca,

‘Now, THEREFORE, the undersigned, as Lessor of said property under lease dated

January 3, 1952 , does by these presents subordinate all of his right, title, and interest

under the provisions of said lease to the right, title, and interest of the United States of America
under the provisions of said Exploration Project Contract, and agrees that the lien and claim of
the United States of America under the provisions of said contract shall be prior to the under-
signed’s rights to rentals or royalties under the terms of said lease; and

The undersigned further agrees that if said leasehold interest should be surrendered or if said
lease should terminate at any time prior to the expiration of the rights of the United States of
America under said Exploration Project Contract, the undersigned shall assume and does hereby
assume all of the obligations of the Lessee under said Exploration Project Contract to make repay-
ment to the United States of America according to the terms of said contract; and

The undersigned agrees to commit no act, nor assert any claim under judicial process or other-
wise that may contravene or conflict with the prior lien and claim of the United States of America
under the provisions of said Exploration Project-Contract.

This undertaking and covenant shall be binding upon the heirs, successors, and assigns of the
undersigned.

Dated this ... 20th . day of Fébruary. , 1952,
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MF-203 OWNER'S CONSENT TO LIEN

WHEREAS, the undersigned, as owner, co-owner, lessor, or seller has an interest in certain

property in the State of __ {fe}wsiph , County of

follows:l/

described as

which is the subject of a proposed exploration project contract, hereinafter called the "contract",
between the United States of America, hereinafter called the "Government", and

hereinafter called the "Operator"; and

WHEREAS, under certain provisions of said contract which are set forth on the reverse
side hereof, the Government is entitled to a percentage royalty on production and to certain other
rights and equities which do or may conflict with or be adverse to the interest of the undersigned
in said property;

NOW THEREFORE, the undersigned, in consideration of said contract and as an inducement
to the Government to enter into same, undertakes and agrees as follows:

1. The Government's equity in and right to dismantle, sever, take possession of, and
remove and dispose of facilities, buildings, fixtures, equipment, or other items as provided in
the contract, or an<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>