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| o UNIE. STATES =
: DEPARTMENT OF THE INTERIOR _ .
Defense Minerals Exploration Administration
OFFICIAL DOCKET FILE Ty WA IMEA NO._ 5%/ #
‘Application (Denied ' (Terminated - not Certified
Withdrawn Contract (Cancelled Cortified
(After disposition, delete ‘ Vﬂemmatzd - _e_rt ed
jtems. not applicable) =~ (Royalty Agreement .
.\ . ) s y . . ) 3 . “ u f
g This is the official contract file containing all official records of
. the proje«:,fc.}.11 The records contained in the files are checked and are arranged in
this orders: : ‘
Left Side ' s Right Side- |
i-Interim Royalty Audit‘s . » , ¥V Project summary .
Reports of Royalty Review . Work comploted analysis . .
¢-Certification of Discovery . ' All other material is filed in
' Certificate of Audit (Final) ohranological order with corre-

Interim Audit(s)
Report of Review L
£~ Termination Notice or Agreement
Recision Notice L
%‘signment of Contract

spondence including the following
reports as checkeds :

“Final Field Team Report (Tab)
Operator's Final Report

ntract Amendments (latest on (2R) “Interim Reports

top) (2R) #CPerator's monthly reports and all
“ Contract with all exhibits and . attachments (latest on top)
— Bannexes ' ' ¥On-site Exam Report(s) . (Tabg

er's Consent to Lien "~ ... (4) vSettlement Sheets
Subordination Agreement - ) o

Leases and assignments of leases -.
s+ Application and attachments
(3) Envelope for maps.

- When the volume of .records is expected to-wérram gdditic;nal fbldre”rs,
or when convenience of reference warrants separate folders for certain records,
they should be set up in this order: N ‘ '

Left Side . Right Side .

Folder No. 2: (In chron. order) “Uperator's Semi-Annual Report for Certified

Interim Summary Reportis by. Project, Field Team Interim Reports, Operator's
W. O¢ 8ngineers , .. Monthly Report with transmittal, narrative,

maps, and Field Team review,

£ |
/ o , o
/ Folder No, 32 d;; (Use pocket folder or envelope. Fold maps with title block out

. and show reference to related document or correspondence.,)

Folder No, 5: Drill Logs
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o @oiricx or xiverass xxerorarion@®
~ "CONTRACT ADMINISTRATION AND AUDIT DIVIEION

T '_‘nmg OF BOYALTY REVIEW

"I have revtcvné the filcs of thc ﬂhnhlngton office pnxtniuing to .
Comtract Idm~l763, nockct nu;a~3aaa (tungs:cn), dnt.d February 2,

Black rnaxl Hining Company
$702 Forth 12th Street
o Phoenix, Arisona . .
‘ ' and its sesi '
’ Hillsid. ninius Milling ¢onptny
. Buadad, Arizonn -

for the purpose of deteruining the amount of royalty payuble to thc
U. 8. Government on sales of minerals from property referred to as
the Black Pearl Mine located in Yavapai County, Arisoma, during the
pcriod Novenber 1,- 1960. through lovenbar 5, 1963,

A certification of diaeovory or development was issusd on Octobut 25,
1957, and, in acecordance with Article 8 and Amendment No. & of the
contract, royalty is paysble on all minerals produced from the land
deseribed in Article 2 of the contract for a period of 13 years from
- the date of the contract or until the total net amount contributed
by the Govermment without interest is fully repaid, whichever occurs
first. An Audit Certificate dated January 13, 1958, indicated
sccepted costs under the exploration contract amounting to
$59,068.80 with the Govern-cn:'l oontribution on a 75 parccnt basis
being $44,301.60. . '

The status of the ptoject. thc leope of tavicv. and the reasons
therefor are -tatod on. plge 2,

This review found no salet subjcct to the Govcrnmcnt'o roytlty oub-
sequent to the period covered by & prior Report of Royalty Review
which found the sales subject to the Government's royalty through
October 31, 1960, to be $180,666 21. The royalty account as of
Octobar 31, 1960, wns.- S ‘ , o

Total 'aoymj' Payable . $9,033.31 .

Total Royelty Paid ' 9,037.67
OVQrpayment of Royalty ¥ ] %.36

As of uov.nber Sy 1963, the toyalty account of this p:ojecc vas

Total abyéity Payable :¢9.033;31f -
.Total Royalty Paid 9,037.67
- Overpayment of Royalty  § 4.36

. November 18, 1963 ) T . Auditor






-Page 2
 Xdu-E763 “Hilleide Mining & uuung Company  DMEA-3448
_rg_gs or nog_gcr SCOPE OF REVIRW
AND REASONS THEREFOR

This ¢ontract pravidca that the Operator, as gtinctggi if thg pro
ducer or as surety if not t roducer, shall pay to the Govatnmont-
a percentege royalty on all minerals produced from the land there-
under. . The land consists of 3 patented claims (Black Pesrl Nos. 1,
2, snd 7) in the NW . quarter of sec. 18, T. I5 N., R. 7 W. At the
time the contract was executed the Operator was in posacuoion by
virtue of an assigment from Edgar A. Scholz (the Operator's presi-
dent), Irma R. Scholz (the Operator's secretary-treasurer), J. H.
Cazier, and Dorothy L. Cazier, of an April 30, 1951, lease and
option and an August 1954 amendment extending the lease and option
to October 1, 1964, grantcd by the several owners. The lessors and
auuignors cxccuted an Owner 's Consent to Lien on rebruary 16. 1955.

Exploration uotk under the contract was terminated cffnetivc August
1, 1956, under a June 11, 1957, agreemeut with the Opetatot- ‘
Assisnoc. which had scquired the original Operator's interest in
the land under a2 sub-lease and assignment of option dated November
1, 1955. The Governmant consented to the assignment of the com- .
tract on December 12, 1955, vithout releasing the Operator-Aaaisnor
from any of the canditiona of the contract.

Productton duting the uxplorntion period and -hortly thcroaftcr
resulted in salés of tungsten concentrates to the General Services
Administration by the Operator-Assignor from April 1955 through
July 1935 and by : ‘the Operator-Assignee from Novesber 1935 to Jan-
uary 8, 1937. These sales, aggregating 56,547.5931 lbs. W03 with
 proceeds of $160,285.65, are covered by a February 17, 1958, Roy-
alty Audit Certificate and Report. A §$.47 overpayment of royalty
by the Operator-Asesignor and a $.01 underpaynant by the Opotntor-
Aanignce is stated in the report,

By letter dated Februnry 14, 1957, the Opcrator—Aasigncc advised
that {t was abandoning its sub-lease and option on the property..
Upon conclusion of its operations the Operator-Assignee held in
 Bagdad a atockpile of 34,262 lbs. of tungsten coneentrates. The
sale to Fred H. Lenway and Compsuy on March 24, 1960, of this
stockpile containing 1,049.1578 §.T.U. W03 resulted in proceeds of
. $20,380.56, which are cover‘d by a November 1, 1960, Report of
‘Royalty Review.. . An overpayment of royalty of $3.90 on thi- trans-
_ sction ig ltated in this report. . .
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| rmyas o ;f nm,‘ 1de Mintog & uiumg-compmy - s £A-3448

‘Inspections of tbe proparty and inquirins by DMEA and onE regional
" representatives disclosed no activities on the property from Decem-.
ber 1956, when all equipment was removed and the shaft was bulk-
headed at the collar, to April 8, 1960. In July 30, 1962, and
'~ November 5, 1963, replies to MME Form 63 inquiri{es addressed to the
Operator-Assignee, itz former general manager stated, over his sig-
nature as assistant general manager of Bagdad Copper Corporation,

. that: (1) no production from the property had occurred since April

'v8, 1960; (2) the Operator-Assignee was liquidated in December 1961;
~and (3) the propetty was returacd to Hclsts. Bcholg and C¢aier.

This rcvi:w vas made in 1ieu of an on-site andit of the Operatot
- accounts and rccords for the fallowing ‘Teasons

(1) The tilea indicnte that ;11 production has bcan
teporced and royalty thereon paid;

(2) The property bas bean 1nact£vc since 1956; and

(3) The ndministrative cost to the Government of an

°  on~gite voyalty audit at this time would be :

excessive in relation to the amount of possible
additional royslty which might be disclosed.






OFFICE OF MINERALS EXPLORATION
CONTRACT ADMINISTRATION AND AUDIT DIVISION

RKPORT 0? ROKAUTY REVIEW

I have rovlcucd the filca o£ the Offfee of Minerals Exploration, ‘

Washingtom, D. C., pertainiag to Contract No. Idm-E763, Docket Ko,

DMEA-3448 (Tunrsten), dated February 2, 1933, with

Hillside Mining and Milling Company
Assignes of Black Pearl Mining Coapany
Bagdid Arilona

for tho purposc of detcruiniug the amount of royalty due the U, 5.
Governmant oh salas of minerals from prqpcrty refarrsd to as Black
Pearl Mins located in Yavapai County, Arizona, during the period
Doctabcr 1, 1957 tarough October 31, 1960, '

A ccvtittcation of diacovcry or devulop-nnt was issued on October
25, 1957, and, in accordance with Article 8 and Amendwent No. 4 of

~ the cnntract, royslty is payabls on all, nxnerala wined or produced

from the land described {n Article 2 of the contract for a perfod

Of 13 years from the date of the contract or until the total net
amount contridbuted by the Government without interest is fully re-
paid, whichever occurs first. An Audit Report and Certificate dated

January 13, 1938, indicated accepted coats under the exploration

contract a-ountina to $59,068.80 with the Government's contribution,

on a 73 percent basis, being $44,301.60,

o Th. statue of the projact, the scope of tnvicw, and the tonson-

tharefor are stated an page 2.

This review astablished the total'tﬁleo of woltramite concentrates
for the period to be $20,380.36. Royalty due the Government at
rates specified im the contract is $1,019.08. '

ptlbr Royalty Audit Repott and'ciititieatd found the -aiea sub-

: j.ct to Governmeat royalty through November 30, 1957, to be

$160,285.65 which added to the salés for this oubloquent period
wake a total of $180,665.21. The royalty account as of November
30, 19%7, ualz , ' ' ‘ :

Total‘Royalty Due : $8,016.281

Total Royalty Paid 8,014,74
OVQtpaynent of Royalty $ 5;66

At October 31, 1960 thz royalty account of this projcct was found
to ba:

" Total Royalty Due  $9,085.31

Total Royalty Paid '9,037,67
$ 4,56

Overpayment of Royalty

. "7 el G
e [ SCEN

4 . L R N rJ "\\
. ) . . : Cae !’, SRS // é
November 1, 1960 . , """‘E"E"‘ﬂ.mr, oHE Aud[tot
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14u-8765 iillefde Mining and Milling Company DMEA-3448

STATUS OF PROJECT, SCOPE OF REVIZW
oo AND RRASONS THEREFOR

This property was not operated during tha~periodvccvercdvby this re-
view; however, th: inventory of WOs on hand at the time of the prior
royalty audit was sold during this period and royalty thereon was
paid to the Governmw it {n April 1960

My thvicw included a reco-putatton of the final sntt!emnnt statewent
of Prad M, Lenway and Towpany, Inc,, purchasers of the concentrates,
"which consisted of 1,049,1578 STU WOs at $19,50/8TU having a gross
value of $20,458,.58, Royalty at 5% was paid on this amount. The
“settlement statement indicated a deduetion of $78.02, being 4 of
" weighing and sarpling charges. This latter amount {e deductible from
. gross proceeds in thz couwputation of royalty due the Governmwnt,
.. Thus, royalty was ovarpaid in the asount of $5.90 in connection with
this sale, which added to the net overpayment of $0.46 shown by the
 prier royalty audit, wakes a total overpayment of $6,36.

This review was made in I}eu of an on-site audit of tha Operator'
accounts and rccords £nt the following resasons:

(D) Inupcettou reports by field representatives of the
Govermment and other information in the Washington
office files in-licate that &ll production on which
the Government would be entitled to royalty has .
been reported znd proper royalty has been received. s
except as indicated above; and :

(2) The adminlstratiya'cost to the Covernment of en on-
- sfite royalty audit st this time would be excessive
in relation te the awnount of possible additional
royalty which might be disclosed.,
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'DFENSE MINERALS EXPLORATION AIMINISTRATION
CON_RACT ADMINISTRATION AID AUDIT DIVISION.

FIRST ROYALIY AUDIT CERTIFICATE

I have exa;?ained the production records and sales documents Aper«
taining to the sale of WO3 for the period February 2, 1955 to November 30,
1957, vy '

" Hillside Mining end Milling Company
Assignee Black Pearl Mining Compeny
= Begdad, Arizona

produced from Black Iearl Mine, located in Yavapai County, Arizons, on which
royalties are due the U. S. Government under terms of Contract No. Idm-E763,
Docket No. IMEA 3448, dated Fedruary 2, 1955, as amended.

My exemination was maede in accordance with generally accepted
standards applicable in the circumstances.

The audit estsblished the total sales of contained Woy in produc-
tion, subject to IMEA royalties, to be $160,2085.65. Royalty dué the Govern-
ment at 5% is $8,014.28. The royslty paid and the balance due are as fol-
lows: - :

Totel Royalties Due $8,014.28
Totel Royalties Paid 8,014.74
Royalties Overpeid g§ OE)

February 17, 1958






On Ogtobor 22 end 23, 1957, sn rodit vas mede of the produetion,
sales and royelty nccoumts and of

H1llside Mining end ¥illing Compsmy
Azoignee of Black Fesrl Mining Cempany
Bagdsd, Arisona

pertaining to the scic of tumgrten trioxide during the period fyrem Felrusry 2,
1955 to Oetober 23, 1957, produced frem Eleek Pesrl Mine, loosted in Yevapad

Covaty, Arisons, on vhich royzlties are dus the United Stetes Govervasnt under
the terms of Comtyect IciF763, Docket No, DMRA 3448 (Tungsten), dated Felyte
sYy 2, 1955, ar smended,

No production records & sueh were mainteined by Black Peerl Mining
Company, vhieh company uninteined opeyetions from Pebrumry 2, 1955 40 Octeber
31, 1958, &demductzmm“h-«tammmmzaoftbm
tion on vhish royaltiecs vere paid, vere mainteined in the Bagdsd, Arisene,
office of Hillside Mininy end mid Coupsnry.

Mr, T. ¥, Ranalo, lining Fogineer, DifA, Tueson, Arisons, scoompin.
ied the Auditor snd aceisted in the sudit, Mr, R, C, Dogert, Cemeyel ‘epe.
gor, and Fdgar Kellls, /ccomtent, Rillside Hining sod Milling Company, vere
ecnpulted as nooessery,

I1. GENERAL DEFCRIATION
The exploretion ccntraet provides thet the Covernmmmt, wvithin six

aonths after receipt of tn scosptadle final yeport fyom the Opsrstor, mey
certify thet a discovery or development hes resulted frem the work,  If

1l mineyals produced from the lend within 13 yesrs fram the date of the
eontrast, or wmtil the net smount omtyituted Yy the Covermment withowt
interest ir repaid, vhichever ceours firet,

The exploretion vork wvas eempleted om July 31, 1956, end the Oper-
storts finzl report was received at Denver en 2 l9§l. cc'n-uﬂcn‘uq of
Discovery er Developmeut war issued October 25, .

According to a finel madit report and certificste deted Januvery 13,
1958, Yoy T, H, s DTS Anditor, the total soeepted ocost of exploration
smounted to $99,068,80, with the Government's oonteitution on 2 75 perommt
basis Dedng $44,301,60,

This royilw enwdit vrr made simmlteneously vith the eost andit,
The first reported produetion subjeet to DIFL royslty ocourred in

April, 1955, and settlonent shoets covering this preductien were mitmitted by
Plack Pear) Mining Company. Cnles of mgsben ooncestretes produced wers





made to Hillside !fining and Milling Company, which company disposed of the
concentrates to (eneral Services Administration. Last reported sale by
Black Pearl Mining Company was in July, 1955. The first reported sale of

tungsten concentrates by Hillside Mining and Milling Company was in Decem-
ber, 1955, and the last reported sale was Jenuary 8, 1957.

During the course of the audit one additional umpire settlement,
which had not been reported, was found. Subsequently, copy of this aettle-
ment sheet was forwarded to the Executive Officer, IMEA Pield Team, Region
III, on November 1k, 1957, and royelty due on that settlement sheet is in-
cluded in this audit.

All royslty payments are based on sales of contained tungsten tri-
oxide, the end product, to General Services Administration. Methods of pro-
rating these sales were established by the Operator and approved by the Ex
amining Engineer; Executive Officer, DMEA Field Team, Region II1I; and Chair-
man of the Operating Committee in Washington. All concarned agree that the
basic method of prorastion and disposition of the product is such that the
Government receives an equitable distritution of roysalties due.

TII. SCOPE OF AUDIT AND FINDINGS

A. Conference vith Examining Engineer

A conference with Mining Engineer (T. M. Romslo) disclosed the fol-
loving: - ' '

(a) The Operator does stockpile ore, tailing, and
middlings, &nd does commingle production subject
to IMEA royalties.

It is the opinion of Mr. Romslo that in all in-
stances the records are msintained in a manner
and allocation of production ie such that the Gov—
ernment ‘s interest is fully protected.

(b) The sampling.and assay controls in effect are con-
'~ sidered adequate.

(c) The manner of disposing of production is considered
as giving the Government its fair royalty returns.

(a) nmmimtion }.mheated that the Operator properly
reported pro@uctlon subject to IMEA royalty.

B. Audit of Settlement Sheets

A considerable amouni of preaudit analysis was accomplished in the
DMEA office, Region III, Denver, Colorado, prior to the field sudit. During
this presudit anelysis statements of royslties received, prepared from cop-
ies of General Services Administration Acceptance invoice together with de-
tailed schedule attached which reflected the basis of detemmining the royalty

due DMEA, were recomputed in detail.





L

These statements, vhich ere filed as a part of my vorking papers,
were reconciled for Hlack Pearl Mining and Milling Compeny with memorandum
production sheets in the files of that compeny, and for Hillside Mining and

Milling Company with production summaries and the values with IMEA royalty
account in the General lLedger. ‘

At the time of the on-site audit in Begdad, Arizona, Mr. Robert C.
Bogart, General Manaier of Hilleside Mining and Milling Company advised that
vhile exploration adtivities were terminated July 31, 1956, mining opera-
tions were not terminated until October, 1956, snd milling operstions con-
tinued until December, 1956, at which time a total of 21,522 pounds of WO
were on hand. This fizure was reconciled to the Production Summary prepa;ed
by Mr. Robert C. Bogart.

Iv. CONCLUSIONS

The sales subject to DMEA royalties, which are based on pounds of
tungsten trioxide contained in tungsten concentrates shipped to Genersl Ser-

- vices Administretion, San Francisco, Celifornia, and royalties due and paid

are shown in Exhibit "A" attached.

The audit has confirmed the accuracy and propriety of royalty pay-
ments received by the Regional Finsnce Officer, applicable to sales of tung-
sten trioxide during the period February 2, 1955 to November 30, 1957. It
also has determined that all indiceted sales during such period have been
accounted for properly.

At the conclusion of the audit the sudit findings were discussed
with Mr. Robert C. Bogart, General Meaneger, Hillside Mining and Milling Com-
pany, end on November L, 1957, discussed with Mr. E. N. Harshman, Acting
Executive Qfficer, DMEA Field Team, Region III.

February 17, 1958 - ‘ : T. H. Brading, Audit?’
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EXHIBIT "A"
HILLSIDE MINING AND MILLING COMPANY -
A3SIGNEE BLACK PEARL MINING COMPANY
Contract No. 1dm-E763 : | Docket lNo. IMEA 3443
SUMMARY SALES W03
_ _ROYALTY AT 5%
~ FOUNDS WO __PROCEEDS DUE PAID
Black Pearl Mining Compmany  1,851.0 $ 5,847.03 $ 292.35 $ 292.82
Hillside Mining & Milling Co. 5h,696.5931  , 15b,438.62  _7,721.93  _T,721.92
| © 56,547.5931  $160,285.65  §8,01k.28  $B,00h.7h
Royalties Due N 8,0Lk.28
Royalties Overpaid ' §__0.46
ROYALTY
NET VALUE = RATE UE PAID DIFFERENCE
Black Pearl Mining Coaplny j '
August, 1955 | ¢ 20k.a2 5% $10.22 $10.68 ($0.47)
Hillside Mining & Milling Co.
June 22, 1956 GSA 9-1739 4&19,900 b 5% $995.02  $995.01 0L
Net Overpaid - ’ ($0.46)

{ ) - Indicates Credit





Q - | DMEA
eck Sheet of Examining Engineer LEPARTMENT OF THE INTERIOR

Operator's Name Hillside Mjnjng and Milling Company 0CT 30 1957

REGION HI
Address Bagdad, DENVER,; COLORADO
. Arizona
Exploration Cohtrapt No. Idm-E763 Docket No, TMEA-3448
' Check One
Yes No
1. (a) Does the Operator stockplle ore subject to’ X
: royalty repayment?
(b) If so, is segregation and identificatlion pro=- X
cedure adequate?
2. (a) Does Operator commingle production subject to
DMEA royaltles with exempt production? X
(b) If so, do you consider the allocation of the
commingled production equitable? x
3, (a) Does the Operator stockpile mine or mill re=-
Jects (low grade ore, tailing, middlings, ete.) x
that may have potential value within the royalty
payment period?
(b) 1If so, are adequate records maintained on such
material to protect the Government!s interest? X
., Do you consider the asséy controls in effect are x
adequate? ‘
5. Do you consider that the manner of disposing of X
production gives the Government 1ts fair royalty
returns?
6. Do your periodic examinations of operations indi- X
cate the Operator is properly reporting his pro-
duction of ores subject to DMEA royalties?
T Does the Operator buy from or sell to other X
Opgrators?
8. Comment on any 1ltem 2 (b) to 6 1if answer 1s No,

Mining & mlllmg operations were terminated during October 1956 and
December 1956, respectively.
Approx. 21,500 W03 on hand at shut down had been committed for dellvery to GSA
according to R. C. Bogart, Ge neral Manager
pate October 28, 1957 _ '/,

ning Engineer
T. M. Romslo

x.
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 DEFENSE MINERALS EXPLORATION ADMINISTRATION :5rgi, o ~< -

CONTRACT AIMINISTRATION AKD AUDIT DIVISION ; . @Ot
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- AUDIT CERTIFICATE ' 2-/0 |

LN

e i e e

I have examined the records and transactions of: 2“"’L‘4, 7 ; /%

"Hillside Mining and Milling €

\&

Assignee of Hlack Pearl Himnicw w/'5¥

Bagdad, Arizona : . '

pertaining to Explomtion Project Contract No. Idm-E763, Docket No. IMEA 3h4i8,
dated February 2, 1955, including Amendments Nos. 1 through 4, covering &
project for the exploration of tungsten on property known as Bluck Pearl Mine,
located in Yavapai County, Arirzona, for the period March 8, 1955 to July 31,
1956, and the subsequent disposition of project property.

My examination wes made in eccordsnce with gemr&lly accepted gtan-
dards appliceble in the circumstances.

The audit disclond the following facts in regard to the amount to
be paid the contractor:

Total cost &s billed by Contrsctor $59,863.23
less: Proceeds from disposition of property 254,25
Net Claimed Cost 59, .

' !xceptionsi (See sudit report for details)
Prior to this audit $689.07

Yess: Reinstetements 178.96 $510.11
During this audit ; 30.07 540.18
Total Accepted Cost gggose.ao

The contrsct calls for a 75 percent participation of exploretion ex-
penses by the United Stetes Government. Therefore, payment to the contractor
by the Government in the amount of Forty-four thousand, three hundred one and
60/100ths Dollars is valid end proper.

Amount payablé to Operator $4k,301.60
Amount reimbursed . 43,880.62
Balanc¢e due Operator ‘

This certificate is issued on the provision that the Regionsl Execu-
tive Officer, the Administrator, or other competent official has accepted or
vill accept the project &as having otherwise met the terms of the contract.

o A 4
January 13, 1958 R T. H. Brading, A T






. I. INTRODUCTION

On October 21, 22 and 23, 1957, & final audit (covering operations
for the period March 8, 1955 to July 31, 1956) was mede of the records snd
transactions pertaining to Explorstion Project Contract No. Idm-E763, Docket
No. IMEA 3448, dated February 2, 1955, including Amendments Nos. 1 through k,
with

Hillside Mining and Milling Company
Assignee of Rlack Pearl Mining Company
o Bagdad, Arizona

covering a project for}the exploration of tungsten on property known as the
Black Pear) Mine located in Yavapai County, Arizona.

Mr. T. M., Romslo, Mining Engineer, Tucson office, IMEA, accompanied
the suditor and assisted in the eudit. MNr. J. H. Cazier, representing Black
Pearl Mining Company, MNr. Robert C. Bogart, Genersl Manager, and Mr. Rdgar
Xellis, Accountant, Hillside Mining Compsny, were consulted as required.

'I1. GENERAL INFORMATION ON RECORDS

Black Pearl Mining Company conducted the exploration operations for
the period from March 8, 1955 to October 31, 1955, and Hillside Mining Compeny
conducted the operations from November 1, 1955 to July 31, 1956.

The records of Black Pearl Mining Company were in custody of Mr.
J. H. Cazier, Secretary-Treasurer, and the sudit was conducted in his room at
the Sahara Motor Hotel, Phoenix, Arizons. Records submitted by Mr. Caziex for
examination consisted of monthly files, payrolls, ssles invoices, and check
register of Hlack Pearl Mining Company. -

The Operstor's Monthly Report and Voucher forms MF-104 were prepared
by Mr. c‘uer . ' o '

The records of Hillside Wining Company were maintained by Bagdad
Mining Compeny as subsidiary accounts in the Genersl Ladger of that compeny.

The Operator's Monthly Report and Voucher forms MF-104 were prepered
for Hillside Mining Company by Mr. R. C. Bogart, General Mansger.

ITI. SCOPE OF AUDIT AKD FINDINGS

The audit was limited to sscertaining the accuracy, propriety and
validity of the costs shown in the “Totals to Date" column of the Form MP-104,
Operator's Monthly Report and Voucher, for the month of July, 1956, but in-
cluding the subsequent settlement on December 31, 1957, of the Government's
squity in certain project property. Since by letter dated September 21, 1955,
addressed to Nr. J. H. Cazier, Secretary-Tressurer, Black Pearl Mining Compeny,
the Executive Officer of the IMEA Field Team for Region III, waived the re-
quirement for submission of supporting documents with the Monthly Forms MF-10k%,
e complete and detailed audit end analysis of all coste was necessary.





€ /discloaed some improper distribution of charges to the
-/ shown on the form MP-10k. Therefore, the sudit findings pre-
Are those resulting after correction of cost distributionm,
oo |
S edindepenient, Contracts
k) ,
/" Involce from Bagdad Copper Corporation, dated June 10, 1955, for
/A'a of bulldozing time at $12.50 per hour, totaling $268.75, was exam-
This charge is considered as reasonsble and allowable under the terms

e contract.

. Pixed Unit Costs
| Sbaft Sinking

Proper and allowsble charges for shaft sinking were found to be
. divided as follows:

Black Pearl Mining Compeny 68.5 feet @ $130.00/ft. $ 8,905.00
Hillside Mining and Milling Company _81.5 feet @ $130.00/ft. 10, 595.00
Totel Allowable Cost 150 feet @ $130.00/ft. 19, 500,00

Verification of footage reported was made by checking examining en-
gineer's monthly nerrative reports.

Station end Skip Pocket

In his narrative report dated March 20, 1956, the exemining engineer
reported that the size of the station wes in excess of minimum specifications
of 9x9x20 feet. The cost as reported by Hillside Mining and Milling Company
of $2,000.00 18 considered as proper and sllowable under the terms of the con-

Drifting end Crosscutting ;
Charges u_nder this category are broken down ss follows:
' Black Pearl Mining Company 194.5 feet @ $34.00/ft.  $ 6,613.00
Hillside Mining and Milling Compeny 521.5 feet @ $3k.00/ft. 17 .00
Total Allowable Cost TI6  feet @ $34.00/ft. 2 .00

Footage reported was verified by checking the monthly narrative re-
port of the examining engineer.

- Timbering

All charg‘éé’ for timbering were verified by checking examining en-
gineer's monthly narrstive reports. The allowable charges are shown below:

Black Pearl Mining Compeny 196 feet 8 $7.00/ft. $ 1,372.00
Hillside Mining and Milling Company 4k78.5 feet @ §7.00/ft. .
Total Allowsble Cost 67,5 feet @ $7.00/f¢. 21.50





®* @
Raise '

Total of 118 feet of raise reported by Hillside Mining snd Milling
Company was verified by checking examining engineer's monthly narrative re-
port, Total proper and allowable charges under the contract were determined

to be

Sampling and Analysis _ ‘

A charge of $5.00 per sample for sampling and assaying wvas an allov-
able charge under the terms of the contract. Charges were verified by check-

ing exsmining engineer's monthly narrative report. An analysis of allowable
cost follows:

Black Pearl Mining Company 39 samples @ $5,00 each  $195.00

Hillside Mining and Milling Compeny I%% unpies g :g.gg eucg s o.OO
’ sauples .00 eac Eg .@

(2) Labor and Supervision
Labor

Payroll records were examined in detsil by T. M. Romslo, Mining En-
gineer. Costs as charged to project were verified by recomputation. Total
proper and sllovable charges under the contract were determined to be $719.63.

Supervision

Total allowable costs for supervision and technical services under
the contract were $300.00, or 1/2 time for one month of supervisor, engineer
st $600.00 per month. While no record of the time devoted to the project on
the part of Messrs. Scholz and Cazier was maintained, it is the opinion of the
examining engineer, vwhich is concurred in by the Acting Executive Officer,
IMEA Field Team, Region III, that the charge of $300.00 for technical and sup-
ervisory services is reasonable and proper.

(3) Operating Materisls and Supplies
Fuel and lLubrication Bupplies

Charge for fuel and lubricetion represents the cost of one barrel,
52 gallons of gasoline, $19.84, which was prorated to the cost of the pro-
Ject. This amount is considered to be an allowable charge under terms of the
contract. ‘ A : o

Explosivas
: Invoice from Bagdad Copper Ccmpany, dsted June 30, 1955, in the

emount of $19.81 for the following listed supplies was sutmitted for examina-
tion: T '

2 boxes 1-1/8" gelemite $16.70

50 #6 blesting caps .

200 ft. Black Sequeia fuse 2.1

Total 19.51

Total of $19.81 is considered an allowable cost.





Invoice from Copper King lease, dated June 10, 1955, in the amount

Steel

of $20.00 for 1 piece Copco insert steel was examined.
sidered an alloweble

Track

cost.

This amount is con-

Invoice from Copper King Lease, dated June 10, 1955, for 1,000 feet
16 pound used reil end fish pletes in the smount of $50.00 was examined.

';'his amount is considered an allowable cost.

Fipe

Invoice from Copper King lease, dated June 10, 1955, for 70 feet 2"

used black pipe in the amount of $20.00 was examined.

ered an allowaeble cost.

8mall Tools :
Charges for small tools were verified by examinetion of suppliers'
invoices, as detailed below: -

2

3
2

MR DW

n -

16" Rasps
LH SP Shovels
LH RP 8hovels

Tax

Picks with handles
24" Hacksaw blades
Square

Rabbit plane

Drav knife

Wood chisel 2-3/8"

Tax

Postage

Clawv Hammer

N-11 Carpenter's half

Tax
- Total

head, adz and handles

This amount is consid-

$ 5.61

18.01
9.70
2.51

12.70
l.52

8.1k

358.12

Total cost of $58.19 is considered reasonable and sllowable.

(%) Qperating Egpipnent

Purchase :

Charges for equipment purchasges wem verified by examination of in-

voices, as follows:

Copper King lLease, June 10, 1955

Copper King Lease, Oct. 3, 1955

| 1 12" Pneumstic Saw

Blower with Sears Model -

$20090°

500 - 203015 - eir cooled gasoline engine, David

Totel
less:

Bredley 64 - 81 HP pulley, automaticclutch md. belt

Property disposition

Balance ,
$277.00 is considered a proper and allowable cost.,
4 _

180.00
0.00
03.00
.00





'... ‘

Opersting Equipment
Deprecietion ‘

Under the terms of the contract an emount of $200.00 for deprecie~
tion on company owned equipment was allowed. Details of this smount are
shown below: -

DESCRIPTION. VALUE TIME USED DEPRECIATION
1 315 Cu, Ft. Worthington Compressor $6,000.00 1 Month $100.00
1 R.I.T. Minnespolis-Moline tractor
with Reese loader 2,800.00 weoon L6.67
1 Jackhammer, hose and fittings - 350.00 "o 5.83
1 21948 Dodge bus T700.00 o 11.67
1 1947 Chevrolet dump truck 500.00 v 8.33
1 1951 Ford pickup truck 500,00 " " 8.33
1. Trensit, saw, drill end water truck 1,150.00 vwo” 19.1
Total Allowable Cost _ 0.00

(5) Initiel Rehebilitetion and Repairs

Charges under subject category nmot applicable to this contract.
(6) Mew Buildings, Improvements, etc.

Charges under this category were verified by examination of Opers-
tor's payrolls and suppliers' invoices, as detailed below:

: JUNB, 1955
Labor $187.00
Insurance 16.14
Payroll Texes 6.26
Totel $209.40
Hillside Lumber Company 7/31/55
2,293 Board Feet 8x0 and 6x8 Fir Timber 204.65
A. Louis Peterson 5/30/55
6 8x8x16 512 Board Feet
6 1x2x16 9%
4 1x6x16 32
10 6x6x16 k8o ,
18 2x12x16 o '
1560 Board Peet @ $75.00 $124.50
Tax 1.25 125.75





Bagdad COpper Company, invoices as dated:

2 2-15/16 Dodge Pillow Blocks
Total Claimed August, 1955 :

. 5/30/55 - Oxygen K173 171 $ 3.00
6/30/55 - 20§ Washers 5.10
6/15/55 - 1 Acetylene - : 9.51
7/3/55 ~ 21 5/8x10 Machine Bolts $ b.o2 |

- 2k 5/8x9 - " " 4.30
- 25 5/8x8 oo 4.18
Tax «25 12.95
7/3/55 = 12 Regular Cement 16.03
7/6/55 -~ U413 Pounds 3/16" Plate $30.56
- 437 P%mxgs 8" Channel 35-23
- 22 5 Machine Bolts .61
| Fi'zo.oo"
Tax 1.40 71.40
Total Claimed June, 1955
Less: Insurance and Payroll taxes transferred to proper accounts
Total Allowable Cost June, 1955
| AUGUST, 1955
Labor ‘ $1049.76
Insurance 90.59
Payroll Texes 35.17
Total Labor Claimed '
Begdad Copper Company, Invoices as dated: -
8/30/55 - 25§ 3/8" Malleable Waabers $ 6.25
- 1 Oxygen ‘ 2.9h
20§ 3/4" Nute 84 10.03
8/16/55 - 8 5/8xTh Machine Bolts 1.12
- 22 5/8x7 " 3.19
- 10! 5/8 W.I. Washers 2.50 6.81
8/20/55 - 24' 1/kx8 Chanpel 9.66
- 10# 5/8 Malleable Washers 2.50
- 16 5/8x7 Machine Bolts 2.32
- 15 5/6x9 Machine Bolts 2.69
- 15 5/8x10 Machine Bolts 3.02  20.9
7/20/55 - 534 Board Feet 8x8 and 6:::8 4k .50
8/1/55 - 8x2} Channel . 16.97
.50
‘Tax 1.97
A. Louis Peterson, 7/12/55# , '
571' Native Timber @ T5¢ $42.83
Tax : 43
R. R, Liggett, Invoice 3698

Less: Insurance and Payroll taxes transferred to proper accounts

Total Allowable Cost August » 1955

6

-
L

S
8ls

$1,175.52

100.47

43.26

5 .0‘#
,125:76

$1,256.53





»

- . .

| | SUMMARY

Total cost June (Head Frame) $ 635.39

Total cost August " " 1,246.53

Total Claimed Cost " " ,801.92
‘Total allowed by Contract 1,500.00

Total Disalloved m

This disallowence of $381.92 is prorated between Labor and Materials, as follows:
Materials 645.16 - 3k, or 130.92

Total
The Finsnce Officer had mede a disallowance of $530.08 wvhich included
Payroll Texes and Insurance a&s follows:

P.R. TAXES INSURANCE TOTAL

August 35.17 90.59 125.76

Total o1

Total Disallowance by Finance Officer $530.08
Disallowance, a&s &bove _ 1.
Reinstated by Auditor .

The disallowvance mede by the Pinsnce Officer was excessive in the amount
of $148.16 due to error in sccownting distribution msde by the Operator and cor-
rected by the Auditor, details of which are shown in prior tsbulations. The ex-
cess of the disallowance is accordingly reinstated by the Auditor.

Total sllowable cost per contract $1,500.00
lass: Property Disposal 151,
Total Allowable Cost -

(7) Miscellaneous
Trucking Charge

This item represents charge by R. J. Dickie for hsuling lumber to pro-
Ject. Verification was made by examination of invoice from auyp.‘..ier dated June
30, 1955, as follows:

Delivery Timber $15.00

3% Federal Tax 45
State Tex .

Total Alloweble Cost §15.83





1l Taxes and Insurance |
Payroll Taxes ’

_ Examination of the files of Black Pearl Mining Company disclosed
peayroll tex rates es follows: , v

P.I.C.A. ' 2.00%
State Unemployment 1.
Total 3.35

Payroll tu.xeé claimed by Operator: -

Labor : 3.35% of $ T19.63 $ 24.11

Labor on Head Frawe EJ'une) ) : 3.35‘; of 187.02 6.26

Labor on Head Frame (August 3.35% 0f 1 . . 5.17
Total Payroll Tax Claimed . $1,9¥.39 $ %5.55

Disallow payroll tax on labor dis- ,

slloved (Head Frame) in August 3.35% of 251.00 , 8.h1
Net Payroll Tax Allowable 3.35¢ of 705, @

Ingursnce

Examination of the files of the Operator disclosed that the rate on
Liability Insurance was 8.63%.

Liability Insurance claimed by Operator: -

Labor . 8.63% of $§ T19.63 : $ 62,10

Labor on Head Frame (June) 8.63% of 187.00 16.14
Labor on Head Frame (August) 8.63% of 1,049.76 .5
Total Insurance Claimed ﬁ,9%. 39 168.03
Disallow liability insurance on labor ~
disallowed on Head Frame in August 8.63% of __ 251.00 21.66
. Net Liability Insurance Allowable " of g;'ros.zz : 2127.27

Accounting

A total of $175.00, or $25.00 per month for seven months, was charged
by Black Pearl Mining Company for accounting. Mr. Cezier explained that this
represented a prorated portion of his salary of $1,000.00 per wonth, &8s he
handled the major portion of the record keeping and prepared the monthly MP-10k's.
The charge ias considered reasoneble and proper under the terms of the contract.





- . | ’ .

Pickup Milesge

In September, 1955, the Operator included the following items on
his MP-104: - . ' _
Use of bus\a'.rlxd travel of crew

Total project labor $1,99k4.61

Totel labor 6 months, or $2,389.26 average per month

2 ;'61 = 83.489 of one month's use

Bus travels 997.5 miles per month

83.48% x 997.5 miles 8 9¢ $ Th.94
Telophone - June 6 2.80
Auto milesge - personal cars

Trip to Phoenix E. A, Scholz 7/14 - 250 miles

Trip to Prescott E. A. Scholz 8/18 - 1k "

Trip to Mayer J. H. Cazier 9/19 - 205 *

595 miles @ 7¢  41.65

Meals E. A. Scholz T7/1k and 8/18 k.70
Meals J. H. Cazier k.10
Pickup 11 round trips to Bagded 5440 miles @ T¢ 0.80

Total 5%3-99

This entire amount was disallowed by the Finance Officer, as the
items included were not provided for by the terms of the contract.

During the course of the audit Mr. Cezier brought up the subject of
this disallowance, particularly the $74.94 for transportation of the crew and
$30.80 for pickup mileage. The Auditor sgreed to discuss the matter with the
Executive Officer on returning to Denver. On Monday, October 28, 1957, the
matter was reviewed with Mr. E. N. Hershman, Acting Executive Officer, DMEA
Field Team, Region III. He agreed with the Auditor that the pickup mileage,
($30.80) which was primsrily for bauling supplies, should be sllowed, @s this
is an ordinary and necessary charge to the project. After discussing the
charge for transporting crew, it was agreed by the Auditor and the Executive
Officer that the disallowence should stand. The trsnsportation for one month
covered all charges for direct labor, and labor on Head Freme, which actually
vas incurred over a five months' period. The transportation of that portion
of the crev included in the lebor charge as claimed (actually, totel laber al-
lowed vas §1,705.39) was incidental to the tresnsportation of the crew engaged
in operation under Pixed Unit Costs, and the cleim for this item is accord-
ingly denied. L :

The smount of $30.60 representing 11 round trips to Bagdad, or 440
miles @ 7¢, which is reinstated by the Auditor, is more fully described in
prior parsgraph. IK addition, san amount of $15.40 for pickup milesge was claimed
in October, 1955, and this amount was approved by the Executive Officer.

Total of $30.80 plus $15.40 » $46.20, allowable project cost.





IV. CONCLUSIONS

The sudit disclosed that all costs charged to this project with the
exception of net disallowances totaling $540.18, as itemized in the preceding
section of this report, are reasonsble and proper under the terms of the con-
tract. )

The adjustments between "Items of Costs" as shown on the July, 1956
MP-10h, the disallovances, disposition of jointly owned equipment, and the ac-
cepted costs, as disclosed by this eudit, are summarized in Exhibit "A" at-
tached hereto. '

At the conclusion of that portion of the audit dealing with opera-
tions of Black Pearl Mining Company on October 22, 1957, the findings were
discussed with Mr. J. H. Cazier, Secretary-Treasurer, Black Pearl Mining Com-
pany. On October 23, 1957, the findings were discussed with Mr. R. C. Bogert,
General Mansger, Hillside Mining Company, covering operations of that company.
On October 28, 1957, the findings of the entire operation were reviewed with
Mr. E. N. Harshman, Acting Executive Officer, IMEA Field Team, Region III.

T
Sy

January 13, 1957

10
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ADDENDUM TO REPORT

DISPOSITION OF PROPERTY

BILLSIDE MINING AND MILLING COMPANY
Contract No. Idm-E736 Docket No. IMEA 3448

Disposition of purchased equipment was effected by sale to Black
Pearl Mining Compeny (spproved by letter from Executive Officer, INEA Pield
Team, Region III, dated December 31, 1957, addressed to the Operator), ss shown
in the folloving summary: - '

Head Frame a.nd Sheave Wheel complete with bearings $151.25
Blower with gasoline engine ?22.75
12" pneumatic saw «25

Due to the location of the property, 125 milee from Phoenix and about
19 miles from Begdsd, Arizona, the nearest town which is a company-town of Bag-
dad Copper Compeny, it was very difficult to imtevest anyone ip submitting bids
for the two items of equipment plus the headframe eand sheave. Three bids, as
follows, were finelly obtained: -

Western Machinery Company, Phoenix, Arizons $ 75.00
Hillside Mining end Milling Co., Bagdad, Ariz. 50.00
Black Pearl Mining Company 254.25

Sale to Elack Peerl Mining Company was approved by the Executive Offi-
cer, IMEA Field Tesm, Region III, in letter to the Operator, dated December 31,
1957.





o ST T EXIRA ctw \

22} New Customhouse P ?ﬁ S A

Denver 2, Colorado ‘ e R

' ' RECEWF fef T

January 24, 1958 BATE lg,_,;’/’.'a-a

Mr. J. L. Chambers, Director ‘ | ﬂ-ee«flﬁ“‘“ 1
Contract Administration and Audit Division e e G
Defense Minerals Exploration Administration : L e
Washington 25, D. C. v ’ -

Re: Hillside Mining and Milling Compeny
Docket No. IMEA-3L448, Contract Idm-ET63

Dear Mr. Chambers:

Reference is mede to your letter of January 17, 1958, regarding
Audit Report and Certificate covering subject contract.

The records of the Black Pearl Mining Company, project operator for
March to October, 1955, were the type of records maintained by the average
small operator. In endeavoring to be fair to all parties concerned, apparent-
ly I did not state my position too clearly in portions of the report. 8Scholz
and Cazier ere mining engineers, both of whom, I understand, had been em-
ployed in supervisory capacities by Bagdad Copper Company prior to underteking
the Bleck Pearl project.

At October, 1957, the date of the audit, neither of these persons was
employed by Begded Mining Company. The records pertaining to the operation
had been stored partially in the residence of Mr. Scholz in Phoenix, and par-
tially in @ public warehouse in Phoenix. Mr. Scholz wes absent from Phoenix,
and it was necessary for Mr. Cazier to obtain the records from these two
points of storege and assemble them in shape to be audited. The audit was
made two years after 8cholz and Cazier had assigned the contract to Hillside
Mining and Milling Company, and so Mr. Cazier's memory was hazy on some points.

A detailed reply to your comments rollowé: -

I assumed that because Scholz and Cazier had prepared and signed the
maps and monthly nerrative reports, and, in at least one instance, the Exam-
ining Engineer refers to Scholz as "Project Supervisor,” it would be self-
evident that Scholz and Cazier were mining engineers and considered to be com-
petent by the Examining Engineer, I will amplify my comment regarding 8cholz
and Cazier and state that they are both quelified mining engineers, which I
trust will be sa.tisractory.

Items (2) and (3): - Comments regarding disposition of property will
be mede as outlined in your letter.






Regarding comment on page 7 - "Total Allowed by Contract" : -

FPlease refer to the August, 1955 MP-104, es sutmitted by the Op-
erator. This document has the following comment typed on the face: "Applica-
tion has been made to increase the amount allowed for the headframe from
$1,500.00 to $2,100.00. This smount is for headframe only, and exceeds the
$1,500.00." This comment was interpreted to mesn that the amount charged
Year to Date $2,030.08 to New Buildings and Improvements, was in excess of
the §1,500.00 allowed by the contract.

Under date of August 16, 1955, Mr. Cazier, Secretary-Treasurer of
Black Pearl Mining Company, requested that the contract be amended to in-
cresse the size of the headframe from 35 feet to Lt feet, with an increase in
cost from $1,500.00 to $2,100.00; further, that the cost of the hoist be in-
creased from $2,500.00 to $4,500.00.

By letter dated September 19, 1955, addressed to W. M. Traver, Exec-
utive Officer, IMEA Pield Team, Region 1II, the Chairman, Operating Commit-
tes, denied both of these requests, and stated specifically that if the Oper-
ator desired to duild a higher headframe, the difference in cost would be at
his own expenee. This information was transmitted to the Operstor by letter
written by W. M. Traver, dated September 23, 1955.

In the fifth paragraph of your letter you refer to the fact that
claimed costs may cover hoist instellation, for vhich an estimate of $300.00,
in sddition to the estimate of §1,500.00 for the headframe, is given in BEx-
hibit "A" of the contract.

Giving consideration to the aforementioned comment on the August,1955
MP-10k, how could it be interpreted that there is any possibility of the
claimed costs covering hoist installation? In other words, by his own comment
the Operator states the excess cost of the headframe was due to the fact that
he constructed a 44 foot headframe instead of the 35 foot headframe specified
by the contract. Hence, my comment on this disallowance.

Item 4 - Trucking Charges: - It is true that this item of trucking
costs for hauling timber wes allowed as part of Category (7) costs. This item
wvas discusaed at the time with Mr. E. N. Barshmen, Acting Executive Officer,
Region III. It was our joint conclusion that this item was allowable, as an
amount of $500.00 is ellowed under “"Generel." This was interpreted to mean
and include items of operating materials and supplies, including lumber for re-
pairs. There 1s no doubt that some lumber wes used and not claimed. 1Is it
reasonable and proper to allow the hauling charge, vhich was documented, in
lieu of lumber that was used and not charged for? There is no indication that
the lumber hauled was for "headframe,” "underground” or "repairs." 1In prac-
tically all mining operstions lumber is hsuled to the mine, stacked, then cut
and used as needed. Our Joint conclusion was that in viewv of the fact, Item 7
of the contract sllowed $300.00 for railwey freight and trucking, and an addi-
tiocnal $500.00 for General, the claim for heuling lumber is an allowable item.
It is true that this interpretation of the contract is & liberal interpretation
of Miscellaneous on psge (3) following page 21 of the manual. "Any other items
of direct, ressonable and necessery costs that do not fall within other categor-
ies or subcategories of cost." ,






Item (5) - Accounting Costs: Agein I plead liberal interpretstion
of the contract. Work actuelly started March 8, 1955, and the first MF-10L4
was submitted April, 1955, but did not include any items of actual cost.
There is no doubt that some supplies were ordered, and clericel or account-
ing duties in connection with actual cost items were performed in March and
April, and again I repeat, I interpreted the provisions of the contract lib-
erally and allowed the $25.00 charge for April.

I think you will agree that,in connection with the proration of the
salaries of Messrs. Scholz and Cazier, the portion prorated ($475.00) of a
total of $14,000.00 would hardly include services as corporate officer.

Item (6) - Conclusions: Since the contrect does not specifically
designate any items as 'Meximm" as many contracts on this same form do, I
decided that this schedule was not required. A careful review of the matter
on pages following pages 21 of the audit menual contract guide, would seem to
indicate that on this contract form, while not specifically designated as _
"Allowable Maximums,” some items of cost are considered as allowable maximum.
Summary will be prepered as shown on page 65 of the audit manual,

The Audit Report and Certificate had been written in October end in
rewriting the Certificete in January, I overlooked proper preparation of "Ex-
ceptions.” o ' v

To summarize briefly, the Operator did not do too good a Jjob, either
of prepearing the MP-10k's or claiming expenses in & proper manner. There is
not much doubt that the Operator did more work than he claimed on New Build-
ings and Improvements, but he did not file his claim properly. Can we Justify,|
these small allowances which he did claim, in lieu of items which no doubt I
were allowable but unclaimed?

-

After giving consideration to all the facts as presented, would ap-
preciate your advice and coungel as to the proper procedure in this case.

Very truly yours,

{

3 '
A Py P
W AP g oLt

[Pt \
T H. Brading, DMEA Auditor
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OFFICIAL FILE COPY

DMEA Fom T . . bote ji"srurdame Code
(12-56) _ ﬁ?d ' ¢co0
Copy of 1etter sent to the following: V3o M" L Lid
Mary end John W, Lawler, Prescott, Arizona, . wwee . , o0 oF _ /Lo
James E, and Kathryn I, Harrington, Phoenix, A:rizona /0{ »
Bpziigsaryé Mary Lyons, % John W, Lawler, Prescott, Arizona ; . L
Joseph W, and Florence E, Walton, % John W. Lawler, Prescott, Arizona | : /30
Edgar A, Scholz and Irma Scholz, 5702 N. 12th St. Phoenix, Arizona Y , Kl 30
J. H, and Dorothy L. Cazier, 1555 S. #Ash St. Denver, Coloredo 0 oo
19 «
p— Lo/ /]/0
0rT 9% 1954 Y A ﬁ@r

Te: Docket Vo. IMDL 3447 - Tungsten
Hillside Mining and Milling Co.,Assi mee
Black Pearl Mine
Yavapai County, Arizonsa
Contract No. Idm-T763

Fnclosed is e copy of & certification of discovery or
development, with copy of covering letter to the Operator, which
hes been issued nursuent to the terms of the 2bove-cited contract.

This correspondence relates to the Cwner's Consent to
Tien signed by you on February 16, 1955, The Government's prior
lien on the land #nd uwnon any production therefrom will continue
in existence for the lensth of time mentioned in the enclosed copy
of the letter to the Cperator., You are obligeted during thet

‘period to commit no act and %o assert no claim in conflicet with

the Jovernment's rights under the agreement sisnmed by you, 2nd to
zive advance notice of the Zovernment's rishts to any transferee

or lessee of eny part of your interest in the land or the production
therefrom.

Sincerely yours,

’

C. 0. Mittendorf (25 L

fnclosure Administrator
SPHolt/dlm 9-27-57 ¥. B, Johnson
cc to: Code 400 F. D, Lamb, USBM
Admr, R, File R, W, Holliday, USBM
Oper., Comm, - T. H., Kiilsgaard, USGS
Aundit Div,
¥, REG, 1I

8623
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CERTIFICATION BY THE UNITED STATES OF AMERICA 129,91
OF A DISCOVERY OR DEVELOPMENT UNDER 230
AN EXPLORATION FROJECT CONTRACT ™
10
Tor Rillside Mining and Milling Company, Assigmee 10/93 “ 30
1 4/23 130

Pursuant to the provisioms of Expleoration Project Contract No,
Ide-E763, exscuted February 2, 1955, (Docket ¥o. DMEA 3448), as amended,
hereinafter called the *Contrect®, between Hillside Mining and Milling
Company (Assignes of Black Pearl Mining Company) and the United States
of America, hareinafter called the "Government! to establish and fix the
Governxent's royalty on production and its lien therefor and on the land
described in the contract, the Govermment considers and therefore certifies
that a discovery or development from which production may be mads has re-
sulted fyem the exploration,

The nature of said aiaeonry or Mhmt is described brudly
or indicated as follows:

Shaft sinking, drifting en the adit level, and croascutting,
driﬁingaﬁrﬁdnganth&&fwﬁkmlotmw&&arlm have
exposed tungstan ore, dominently in the form of crystals and largr aasses
of wolframits, with minor amounts of scheelite, occurring in a ants
fissure vein in granite. ] .

1
THE m STATRS OF AMERICA

Dated: 00T 25, 1957 !

SPHOLT:foc 9-27-57 cc tos F. D, Lamb, USEM
cc tos Code 40O R, W, Holliday, USBM
| 110 T. H. Kiilsgaard, USGS
800 ' John W. & Mary Lawler
FT REG. III James E. & Kathryn I, Harring‘bon
Admr. R, File Mary Lyons
Oper, Comm, ‘ Jos, W, & Florence E. Walton
Finance Office E.A, Schols & Mrs, Irma R, Scholz
C. A, Fredell, GSA Jo He & Mrs, Dorothy L. Cazier

Blaj k Pearl Mining Company 8623





It is agreed this llth day of June » 1957,

between the United States of America, acting thfsagh the Depart-
ment of the Interior, Defense Minerals Exploration Administration,
hereinafter called the "Government," and Hillside Mining and
Milling Company (Assignee of Black Pearl Mining Company), herein-
after called the '"Operator," parties to that certain Exploration
Project Contract No. Idm-E763 (Docket No, DMEA-3448), dated
February 2, 1955, hereinafter referred to as the "Contract," that:

1. Bffective August 1, 1956, the Contract and all obliga-
tions of the parties thereunder, except as otherwise herein ex-
pressly provided, shall be and are hereby terminated.

2. The Government shall contribute only to the agreed actual
and unit costs of work performed prior to August 1, 1956.

3. The Operator shall promptly perform all winding-up and
settlement actions provided for in the Contract, including the
rendering of the final report and the final account.

4, All rights of the Govermment provided for in the Contract
with respect to certification of discoyery or development, percent-
age royalty and liens for its payment, records, audits, and recovery
of any overpayment, are preserved.

5. The Operator hereby releases and agrees to save the Gov-
ermment harmless from all claims or demands under or arising out
of said Contract, except as otherwise provided in this termination
agreement,

IN WITNESS WHEREOF, these parties have executed this
agreement as of the day and year first above written,

THE UNITED STATES OF AMERICA

Administrator, Defense Eﬁnerals
HILLSIDE MINING AND Exploration Administration
MILLING COMPANY .

&
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ASSIGEMENT OF CONTRACT

WEERRAS, Elsek Pearl Mining Compmy (usxeinaftar ealled the
“Agsigoor ), eatered into Emylorstion Project Contract Idm-E763 (Docket
o, TEA3ME), dnted Pebruary 2, 1935, (heveiaafter ealled the 'Coutrect')s

WEBBRAS, Hillside Mining eaod Mtlling Compeny, & eorporation
mmu«uwmwmwvm«m,muzmsuu of
Ariscus, whoss address is :
(beretnafter ealled the " ")s bas the Assignor’s int-
mmmmmzmummm«mmuwum
mmumwm»mmmcmt;

mmm,mmw,umumm«mmu
One Doller ($1.00) mnd otiter good sxd valusbls considarstion reseived
from the Assignes dozs heredy sssign, transfer, swd couvey %o the As-
umu.uotthnlmsim‘u right, title, sl interest in the Comtrect
(mluu.nymammmmmmmwmmy
mmmuwwtommmmmm: Provided,
Mmm&amuw»mt«mmmmmwh
me_ﬂwm;wmmtwmm-
ment shall be end is ! Mbymsmmmm
under the Contrest.

mmwmummnmmummn
atmcmmw:wumuaw.

mwmatummtummm\ymnuwor

mmmtmutfmhlwuéwmm%umtntm
Govarmment .

Dated this /2" eayof _Deoc. , 1955
BIACK PEARL MINING COMBANY

V4

REpENT

I, / certify that I sn the
‘afmnmtuunmmcmwmm
g ;mowm-mmntumuw
, vas then ’ of sald corporetica; thi sald
iastrusent was duly sigoed for emd in of sadd ooryopation by
mhyafiu.uvminamy,aﬁuﬂwmmatsumw¢
ate powers. : .

D i
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ASCIGUEL'S ACCRPTANCE
The Acsigoee, Billside Mining spd Milling Compaiy, Jersby

seeapts the above Acsignment and agrees %0 be dound by the terms,
provisions, and conditions of the Contract.

Bated tuis __/2 " amay of __ Do ., 1955.

1, .
lunﬂuur ortmn
berein; that 2. 0 hapceln

half of the corpeoration, was then of sald eorporation
the sald instrument was duly signed for and tehalf of said corpor-
atise by emthority of its governing body, muummmpuar
its corpowats povers. _

C:'Ej/lf"ﬁ! AN ml;@@m

e

Secretary

GOVERREENT 'S CONSRNT

The Goverumeat, this /) ‘27( day of 233(@4 , 1955,
hereby consents to ilic above Assignment without releasging the
Assignor, Blasck Peer! Mining Company, frum eny of the tarms, provis-
ions, and conditions »f the Contrmet.
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' ) f)}&'f AR JONA Qo unty of Tavana -3

) ﬁ‘; Crmry ey vl s mart was fied and rerarged illside M1n1ng & Milling Co.
November 2 . 958 o 9 ok

N on ‘ 5461 W ' Reon
. 558 575(1]’]01 ) Records i Yavapa Ccourty Arpong, ‘ %“/

. cang ani M al ey 'ne 4oy and veer first svove wrivte-.

FRAMNK C BAUER Courty ®g - jor “Appd. Sol. Qih‘“
s, Frank C. Bau L XXeXXX _
. N . ‘
. T ‘
SUB=LEASE AND ASSIGNMEMNT OF OPTION » o
: Ji 101553
AGREENENT made as of the lst day of Noevember, 1933, ‘

betweea BLACK PEARL MINING COMPANY, a cerperatiem, herein
called "Lesoer", and NILLSIDE MININGC & MILLING COMPANY, a 1

corjorntidn, herein called "Lessee",

WITNESSETH:

I
SUB-LERASE OF BLACK PEARL MINE

Lessor heredy snbloro.n te Lessee and Lessee sud-
leases frem Lesoor all of tie follouia. doscridved patented
and unpatented lede mining clnt-o mewn as the "Black Pearl {
Nine", sitwate in the Pwreka Ninming Dietrict, Yavapai Ceunty, g
Arizema, tegether with the mumbers of beok and B ge of the
recerds im the eoffice of the County Recerder of TYTavapai Ceunty,
Arizonc, where the U, S. Patents therefor are of record, or
where the miaing locatien npticoo therefeor are of recerd, te

wits

Black Pearl Patented Lede Xining _
Claime numdered 1, 2, 3, 4, 6, 7 © All recerded im Beek
and 0 (mimeral Survey 41!65 (0.8." 181 of Deeds at pages

Patent Ne, 1102913) 881884
North Side Patented Lodo Mining " A1l recerded im Beek
Claims numbered 1, 2, 3 and § ~ 181 of Deeds at pages
(Mimeral Swrvey 4106’ $61-8084

Blaek Pearl Uh@ltontcl Lede
Mining Claims numbdered 9, 10,.11

and 12 A11 recarded ceoansecutively x-_;‘

as ndmbdered in Book 143
Nerth Side Umpatented Lede Niming of Mines at pages 148-152

Clliu numbered 4

. Tegether with .11 improvements sitmte thereon,
i water rights appurtenant therete and any ether , |

rtllt; iil lrivilogoo appurtesant therete.

e e’ N Sl P

wox 61 rwDOB






v . .
h .Q .. . M
: . .
. . y .

for a term of seven (7) yeare degimnimg on Nevembder 1,
1959 and dlling on Ogtedber 31, 1962, deth dates imclusive,
subject te and in agccerdance with the fellewing teras aad

previsiens: , :
1. Preperty rights of Lesser.

(a) Lesser herein is in pobooooioa'ot said
patented and unpatented lead mining olaims kmewm as the
*Black Pearl Nine", oo Assigmee of that eertain -151-.
leaoe and optien te purchase dat ed April 30,.1981 bDetween
Joha lawler, Mary Lawler, James E, Harriagten asd Kathrys
1. Marringtes, his wife, F, N, Lyens asd Wary Lyeas, his
wif o, Joseph ¥, Waltem and Plereace K. Waites, his wife,
as lessers, and E, A. Schelz and Irma R, Schelg, his wife,

"and J. K, Casier and Derethy L. Cazier, his wife, as

losoico; as amended by imstrusent dated Awgust 2, 1954
‘between said lessers and Black Pearl liii-g Cenpany, a»
Arizena cerperatioen, Lesser hereim, cepies of which lease
nnd‘a-caé-oat have been delivered te Lessee hereisn, duly
initialled by Lesser hereim as true and cerrect cepies of
said instrument., The said lease and amendment shall be
hereimafter referred te as the 'Lanlir-bouao'. " The

-azroo-oit herein is made expressly subject te the righte

e
4

of the leossers of the lawler lease.

(») The leased proniios are sudbject te thnt"i%f
certain mutual agreement dated Fobrulri'ing 1051 between
R, D. Tripple, as first party, and E, A, Schels and J. K.

~ Cazier, as secend parties, wherein ‘the said Tripple is
entitled te a payment of a 1% reyalty en the sale of ere

or mimerals frem the leased premises matil a tetal of

oox 01 rzd0Y
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$10,000 has bdeen paid, This a;roi-oaf shall bde hereinafter
referred to as the "Tripple Agreement®, |

(¢) The leased premises is further ;ijoct te
the terms and conditieas of that gertaia Expleratien Preject
Centract dated Fedruary 2, 1955 bdetween the United States of

~America actiag through the Departmmt of the Imterier,

Defense linori;a kxpleraties Aduimistratiea and Black Pearl
Mining Company, an Arisensa cerperatioen, wherein as cemsidera-
tien fer certain contri‘ntlo.o'-ado and te de made dy the
goiorn-ont, reyalties in a sum aet te exceed §X£ of the gress
preceeds on all minerals or cencentrates mined or pro duced
frem certain areas of the leased premises are payable to the
gevernment, This centract shall be herein referred te inm

this agreement as the "Gevernaent Centract®,

2, Roprooog!ationl of Lesser,

"(a) With respect te the Lawler Lease, Lesser
represents and warrants that it is ia fall ferce amd offect
and that ne default has bDeen made thereuader. Lesger further
represents and warrants that ill royalty"nynonto acecruing
thereunder prier te the effective date of this sudlease either
have been paid or will be paid is the -innor therein ﬂrbvilod.-
If required by Lessee, Lesser agrees te furaish writtea cer-
titi&atio- that the Lawler Lease is im full ferce anmd effect.
Lessor further warrantse and represents that it has geed
right te make this Sublease and Asoigament of Optien and
agrees te give all netiess r'gsirod'lnlor the Lavier Lease
in comnestion therewith, - |

(d) With recpest te the Tripple Agreemeat, Lesser

represents that there remains due and uapaid uader the teras

of said agreement the appreximate sum of $8,130 and agrees to *if

, w61 eazdOU
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give Lessee herein 1rittoa certification of the amount wapaid
ander said agreement as of the effective tera of this lease,

(¢) With respect te the G‘VOtll“t Cemtract,
Lesser represents and warrants that said ceatract is in full
force and effect and agrees te dilivor te Lessee all reports,
veuchers, and other duta herotefeore -ado by Lesser puruna-t
te the terms of said Geverament c.-trlot. T™his Geverasment
Coatract ehall be assigned te Lessee and Lessee shall agree
te perferam the balance of said Gevermmeat Cemtract in

accerdance with its terms and cenditiens and shall held the

Lessor harmless froa amy actien under said ceatract by reasen

of werk perfermed by Leseee thofoundcr; All ceatrivdutiens
paid by the govorn-cnt for werk porfor-od prier te the
ottoctivo éate of this lease shall deleng te Lesser and all
ceatridbutiens thereafter paid by tlo goverameat shall bdelong
te Lessee,

Lesser agrees te secure appreval and acceptance of
the nootgllont of the Gevernameat Ceatrast te Lessee., If

the goeverasent dees aet approeve the nooigunont. all work

‘ dome by Lessee uméer said contrast shall be as an independent

centracter of the Lesser and Lesser agrees te pay over te
Lessee all sentridutiess received by reasen of the werk pere
ferned by Lessee, provided that sueh pnyio-t shall net be
centrary te the previsienms of the gevernment contract, If
payments te Lessee be prehidited dy the goverament, then the

cest of all werk performed uader said centract fer which

the gevernmemt makes contribition te Lesser shall de creéited,

te the extemt of said centributions, against the reyalty

payments eotherwise payable usder the terms of this sublease,

wox 61 reH61
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3. Miming.
All werk dome upen said premises by Lessee shall

be done im a geod and werkmanlike mamaer ind after the
manner of geed mining. All werks, where meceseary er where
directed dy fho State Mime Imspecter or his deputy, shall
be timbered properly and substantially, asd with the view
of development of said preperty imte a werkable mime. All
mnine epenings ihall be kept clear of ebstructiens, and inm
a conditien so that they may be emtered, except such epenings
as are new caved in and are aet mecessary for future epera-
tions of the Lessee, and future epeninge ihicl grh caved in
the course of erdinary mining ;porltioll‘ The laws of the
State of Arinn' and all requirenam ts of the State Mine
Inspecter shall be cemplied with premptly. The extent and
charnctor‘of the aining operatiens iiall be deteramined
solely by L.l....‘

4. Minimum Werk.

Lessee agrees te perfora met less than two hundred
forty 8-hewr per day man shifts each zenth en the leased
premises durimg the term of this sublease, except where
preveated by ferce majoure. Ome humdreéd fifty ef such
shifts shall de perfermed under the Govorn-oﬁt Centract
until completion of said comtract.

If the return realized per shert tem unit (20 peunds)
of WO3 in a 654 WO3 pemalty free cemcemtrate falls below
$40.00 (including all premiums and ether bonuses), the werk
requirement shall be reduced to sixty S-heur per day man
shifts each meath during the peried of time that the retwrn
realized is belew $40.00 per uait, except that im me event

Ry
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shall the werk requiremest be less thas eme huadred fifty
Sehour per day man shifte each meath. uatil cempletien of
the Goversment Comtract. |

| Tho'tqr- "feree sajoure” as herein applied shall
include Acts of Ged, fire, climatic ecenditiens, shortage
of unfcr, strikes, failwre of tramspertatien facilities,
rules, regulatiens er erders of tlniitlti, Federal er other
govcrn-onial bedies, Bitigatienm, or -..voidnblo'hroakdoua,
provided reasesadle liliginco'il ewing sweh bdreakdowns is
exercised,

S. Reyalty Payments.

Lessee agrees te make all reyalty paymeats due
under the Lawler Lease, Tripple Agreemeant and Gevermment
Contract at the times and ia the mammer thereis ’rovidod;
and in additiol, as consideration for this sublease agreement,
agrees te pay te Lesser reyalty payments of 10£ of the gross
preceeds frem the preducties of mimerals mined and seld frems

"the leased premises. "0ress Preceede® is heredy defimed te

mean the preceeds (includimg any benuses, premiums, allew-
aaces or other memetary demefits) reeceived frem the sale

of the minerals, eres, conmcentrates, or other produsts

'prQC‘cod frem the leased premises and delivered te the peint

of sale; except that charges of the duyer arising in the
regular cowrse ofAtuoinoo and shown as deductiens en the
buyerts settlemeat sheets, on seceunt of the cests ef treate
ment precesses perfermed by the duyer, sanpling aad assaying
te determime the value of the predustion seld, and rail
freight paid by the duyer or Lesses te a carrier, shall | 1

allewed as dedustions in arrivimg at the "gress preceeds” as

w61 mz363
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that term is used hereim., Aay cests, except rail freight,
of treatment proceesses, milling, sampling, assayiag eor
other cests perfermed oer paid by the Lessée or by amy ether
than the buyer, are met deductidle im arriviag at the gress
preceeds as that teram 1o hcronuood.

Lessee further agrees te direct the buyer te
furnish the Bank ef Arizona, Prescett, Arizon#, with a copy
of the oottlo-;nt sheet respecting each shipment, and in
the event that the preductien frem the leased premises are
eofninglod with ether preductien by Leoses, Lesoee shall
Curnish said dank a verified i(fi‘nvit'l. te the pertien of
each coe-mingled shipmeant representing the preduction frem
the leased pro-isos. . '

All proceeds payadble te Lclao‘ on the preductien
frem the leased premises shall be assigned te the Valley
Natienal Bank ui swch office as Lessee may determine, and
said bank shall be autherized and inmstrmeted by Lessee to
make all reyalty paymemt duwe. hereunder direet te the
respective parties immediately upen reseipt of such preceeds,

6. Purehase of Persesal Preperty.
Lessee agrees te purshase all consumable eperating

supplies presently lecated ean the leased prenises and owned
by Lesoeer at sweh price as the parties herete may mutwmlly
agree upen,

Lessee shall have the right te pwrchase all eor aay
pertien of the machimery, teels and anljlolt owmed by Lesser
at o-ch'prioc uo.-ny be mutwmally agreed upen. .If Lesoee |
elects net te purshase amy pertienm of said property, Lesser
shall have the right te stere said preperty ea the leased

m 61 na564
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premises in a 12' x lb'iétbi- oitunto thereen or at such

" other place as may be desigmated by Lesses, previded that

Lesser shall stere the preperty by Degember 1, 1988 at
its own cest. Prier te sush sterage, Lessee may use said
preperty and shall pay roltalo thorofor at rates co-oaaurato
with the rates chargod tor reatale of like preperty for a
poriod of throo menthe, and if Lesser fails te stere the
preperty, mne rentals ehall accrwe aftor December 1, 1953
fer any use thereef by L.oooo,.oxco’t proeperty covered by
written reatal agr0050l£l. .

7. Purchase of Mredustien,

Lesser agrees to assiga ite imterest ia the jig
hutch and magnetic separater taile looitod on the leased
prenises as of Octeber 1, 1955 at a prise of $12,800,
payable uwpen executienm of'thip agreement, and Leosce shall
be relieved of reyalty puyninti te Lesser on the first
$12,500 received by Lessee from eres, eoncentrates, and
other products produced and seld frem the leased premises,
Lessor shall pay all reyalty niy-oato due under the
gevernment cenmtract for'runjiton coltiiiod ia said jig
hutch and magnetic ocpnritor iailo.

All ether ore or con@ontratoi’prodgcod by Lesser
prier te Nevember 1, 1955 shall remais the preperty of
Lesser and Lesser shall have a reasesable time after said
date in which te mill amd remeve said ere and cemceatrates.

s. Taxes. | |

The Leeses at 211 times during the 1ife of this
agreement shall pay promptly all tnxoi that have been or may
be levied upen said mining claims er ea machinery amd equip-

| ment thereom ewned by Lessee. The first instalimeat of taxes

P
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far the yvear 1958 lh;ll be paid by Lesser, and the first
fnst21l1pent of taxes for the year 1962, if this lesse nas
nct “eer tneret.frre terminatled, shall be paid by lesses,
‘n ¢Cer te ef'+(! an apporticnment of taxes between ths

Jarties Cdurirg the years in which this lease begins and

ends,

Ve !gilgg.of Non-Liability.

lessee agyrees te record and te post en the premises
prier ts c~rmmencing amy operstions thereen under this leace,
*nd *n i8¢ reasonadble care to keep posted at its own cos:®
and expanse, a nrtice, a9 pravided dy law, that the said
le¢9ser e respensinle for all ¢tlaims and demands in
vrarec*tyn with. the operatien of said preperty, and that
the lessor and saic property are net liadle for any claime

cr llers ~esultiry (rem any suth operatiens, All miners,

-

agererl, and ether persenms who'-ay laber or furnish any
Jabor or materiale {n, fer er upen said premises during the
life of this agreement, and to whom amy sum say dbe 4ue from
the Leseee for such laber er msterials, shall be promsptly
paid by the Lesser, It is lt{pnlatod and agreed that should
lLessee fai! to fully complete and perform the condition
hereinabow set forth with respect to the poesting and
vezerding of the notices of non=liability, such failure shall
terminate and end any right, interest, claim or title that
lessee may have in or to said premises or anmy part thereof,
end shall terminate this iease forthwith,

16, liabtlity for Injuries.

The less - hereby assames any and al] liabtlities
arising or to arise frcm accident, or injuries to its agents
or ewnioyees or any other person in or abeut the preamises,

while the same are in the possession of the lLessee, and the

pon O1 edbbh)
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l.eesor shall be !ndoni?i;d igainnt any 1iabiliy or rescon-
“ih1lity tor or un acceunt ef an} such injuries, it be:ﬁg
ncearetz-d that the hagard of all such liability or iia-
*1it1ties {3 take- {mte consiceration by the parties hercto
fixt g the - neideration uacer this agreesent,
.o Ipdurence,

The lc9see shall at all times duwing the Jite of
“n*s 1y veme~t acryv apd maintain 1iability insurance ance’
‘v worwme~'s C.apensation law and Occupatienal [isease
Tia1it*y Toew of the Staic of Ari:oaa, satiefactory to the
172cetr ‘a; (ommission of the State of Arizena,

12, Inspection, |

The letsor, threugh any duly autherixed represen~
t3tiv-, shall have the right te enter upon said premises or
any part thereof . ard te inspect the same at any time during
‘s Jite o0f *his -greesent, at Lessor'e risk, and shalill have
the right to inspect the records of the Lessee, insofar as
tre sam« Zyver wh: wmant of 2ves and concentrates, at any
re.nc avie time, but with;nt unreasenable imconvenience to
the Lesses, |

ida Kecords ard Maps. .

Lessece shall furnish fho Lesser copies of all legs
or resalts of amny drilliamg er amy ether develepment werk
perforaed, and copies of all maps, recerds or blueprints
which may relate to said mining preperty that may be made
by or fer the Lessee, together with all ether recerds and
data furniched umder the Government Centract,

14, Assessment Wark,

'he Lessee shall perferm at {ts own expense the
annual assessment work on the uspatented miming claims here=-

inabcve described for each year during the life of this

pon 01 b 7
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lerse {f aes-s34pent work is required by law, and shal)
icmplete such =o'k on or before the first day of May of
each year, and furnish Lessor proper yroot.thareof in a
form sufficient to be recorded om or befere June 15th of
each year, provided, hewever, that if this lease is ter-
minated, and notice of such termimation is given‘to lLessor
prior to the 3Alse day'of Decerber of any calendar year,
Fres v shail - * ye requ:red‘totpcffofl the assessment
wore for the as<cssment- year ending on the succeeding
Tuiy let,
15, Title.

ls+9- - ayurees to 2ur‘hi’h at 1ty own expere o
tit.e p-liey (-7 tne sum of 81,000 ¢n the property shcwing,
cw ol ke datce f this agrec¢ment, gocd and merchanta’ le
totis At v of the mining claims hereinabow Ces-
(rihed veeted tr the lessors of the Lawler lease, free
*rt odlear <1 all li'ens, encumbrances or claims of wnatsamey e
t”, except taxes for the year 1955. Lessor <cvenants
3~ .ie s 1t ez -ant and defepnd the Lessee in the uni{se
turbe? use and entovment of said leased prewmises, sy -act t-
*vre paramcunt titl- ot the ntted States and compliarie hHy
I ~4¢- with the *--m9 and ccadi.ions of this aygreemert an?
the lawler jease,

ite Ore Rem:oval.

All eres« mined and placed on the dumps of satid
prcperty by the lessee during the 1ife of this agreeament
msay be removed and shipped by the Lessee in the event of a
term'a-ticn of thi< contract, but such ores shall te remecved
witn <ixty (62 (aye after yuch termination, and <hali te

~ut el o royaity (x-.ments as hereinabove p-svided, In the
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event such or~9 are mot removed within said periec¢ as heretr
provided, title thereto shall tlsreupen vest in the less~r,
free of any <'aim or charge of the Lessee,

17, Machipery = Removal,

Al) machinery, equipment, and personal property,
together with all improvements (includimg heuses and¢ other
structures) wrnich may be placed oen said mining property

by anc at *he exiense of Lhe Jessee, may de remove L,y {1

At snv time within ninety (90) days after the termination

5! this agreen=~s previded, rawever,

(a) Ihat such right of resoval shall not ex'enc
ta raile, pipes. ladders, tipbers or ties inm place under-
Rre.nay |

(2} That cc sueh prcpofty shall bde removed at any
time while the lessee nay be in default under the teras
and previsions o’ this agreewent; and

(¢) The ramcval shall be effected in such manner
29 *0 8v0oid urre 2ssary injnfy or damage to the mine ard
180 - rvements tha' are to remain therein,

18, Defaulr,

In the event Lessee shall make default io any of
the terms or provici;ns hereinadove cont.inid, except pay=-
gent of vavoities. then the Lessor may termisate this
agrcemert upon fortyefive (JS)Odnyo' netice te the lessee
¢f 1ts :ntentior to declare this agreemeant at an end, If
the legsee shall fail, within the ferty-five (45) dayw, te
correct and make good any violatiens ef the terms and pro-
visions of this agreement, on accoust of which such netice
of A“efault had been given, then and thereupor this agree-

ment shal) terminate, In such evemt, all sums paid by

enr. 01 DB
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N .
lessee to Lessor or for Lessor's account under this agree-
nert snall bezoﬂg te Lessor as rental er as ligquidated

temaxe s,

ije ¥9..7"47y Terminatien.
| Tha ie<tee may cease operations ard say term nate
Turther ‘Ji2hi,{ty hereuncer by ninety (90! days' writter
nntice to the .e¢xsor of {ts election te terminate sa:d
1T orm-rt, |

4

“sa Surr-r3s~ o’ Possession.

In the event of a termination of this agreemen',
exce(t purewant to the previsiens ef paragraph 22 bdelow,
lLeasee shall forthwith deliver te the Lesser the peaceable
possession of said premises, and shall be relieved of any
furthe~ l1iadbility horonndor; but inm no event shall the
Lessee be discharged froems any obligatien in faver ef the
lessor that may have accrued under the terms of this agree-
went prior to the terminatien thereof.

Zi. Netices.

All no‘'ices provided for hereis may be given in
writing by persoretl deiivery of said netice, or may be given
hy w+oisterel mall addressed to Lessor, ¢/o Bank eof Aritena.
Preszctt, Artzona, ard to the Lessee, ¢/0 Snell & Wilmer,
400 Se.ur{ty Ruilc:ng, Phoenix, Arizona, and said periv?d of
c:tice shall run fron the date of matling said netices or
frem the date of 1+rsopal delivery thereof, Fritrer party
may crange the address to which said ndices are to be sent

hy notice in writing.

2%e Ixercise of Optien,

In the event that Lessee exercises the cptien

hereinafter described! and makes the payments provided feor,

s 01 rxD
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HLCZVED
~1.iiz'~i 161958
this lease ehall 1--¢£.toly oease and doteraine and olhii

be of ne trthr fmc or offect,

1

ASSIGNXENT OF OPTIO

o In eonsideration of the sum of One Epllar ($1.00)
and ether geed and valuabdle un“dntln herein centained,
the receipt of which 18 hersby ackmewledged, the Lesser,
helding an eptien te purchase the patenmted and unpateated
mining claime described im the feregeing lease by virtwe
of the abeve mentiened lease anéd optien te .p'm“ agreo=
meat, dated April 30, 1981, rofcrrol.to a® the "Lawier
Lease®, dees heredy osell and ashige saié eptien te purchase
said patested and unpatented unin claims te Lesses, upen
the fonowlu terns and cenditiens:?

1. If Lessee exercises said eptiem, it shall pay,
in additien te all sums payable under the terms of said
eptien and Tripple Agreemest, the swm' of Twe Nundred Pifty
Theusand Dellars ($280,000.00) te Lessur as additiemal
consideration fer this aootg-lopt.,mv;ad. however, that
if Lesses dees met exercise said eptiea on or befere Nevember
1, 1966, the additienal sensideration payadle te Lesser ia
the eveat that said eptiem is exercised after said date shall
be the sum of Pive Hundred Theusand lnllars ($800,000,00)
The additienal censideration teo Lesser as hereia previded
shall be payudls only im the event tht Lessee oxercises
said optien and met etherwise.

2. Applicatien ef Reyalty Paymests.
All reyalty paymeats aceruing pwomant to the

o 61 mad7l
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terms of the abeve lense aad paysble te Lesser ehall be
credited against the add¢itiemal sensideration payadle te
Lesser hereuader. ’

Lesser represents and warraate that certaia reyalty

' paj-ontu made under the Lawler Lease have bdeea sredited

against the purchase price of the sptiea thereinm set ferth
and that av of Nevember 1, 1938, the purchase price for said
eptien shall have been reduced teo the appreximate sum of

One Hundred Thirty Theusand Dellars ($130,000.00) by reason

‘of the reyalty paymeats theretefere made. Lesser agrees to

furnish Lessee the certificate of the Baak of Arisema shewing
the ameunt of reyalty paymests made which have deen oredited
against the said eptiea price.

3. Term of Optiea. ‘ )

_In the eveat that said eptien 18 met exercised by
Lesses during the -term of the abeve lease er prier te any
esarlier termimatien thereef, thea th;o aseigument shall
terminate alse with like fereo aand effeet as if this aseign-
ment had mever existed. ‘ '

4. Becrew, _

All papers, dee¢ds, assignments, releases, wmivers,
or any other imetruments that may be nooiooary or appropriate
te carry eut the terms of this assigament of eptien shall be
executed by the respective parties and shall be depeoited in
escrow with the Bank of Arisema, in Preseett, Arisesa, te-
gother with anm executed copy of thie sublease and assignment
of option. Upen performanse by Looado_ot‘all of the terms.
and cenditions of this assignment ao hcroilvcx’roolod, in-

~ eluding payment o the said eserew agent eof the purchase

prices of this eptien fer the acesunt of the respectiw
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‘parties, the escrow ageat is autherized and iastraucted

te deliver te Leosee all papers and other instruments in .
escrow, If the cptieam is net oxcrciocdt the escrew agent
is authorized and instructed te deliver said imstruments
to Lesser, .The escrew e¢harges im cennectien with'thit
escrow shall be divided equally betwaen the parties.

' ,Lcobqr represeants and warraants that all mecessary
documents and instruments have been depesited im escrew
under the Lawler Lease teo ohow.a clear chain of title teo
Lessor and Lessor agrees te secwre frem the escrow agent

uader the Lawler Lease a certificate verifyiang this fact.

II1
MISCELLANEOUS

1. Execution.

The date of this agreemeat shall be the actual
date of the execution ef this agreement by'thc parties
hereto, and if the parties shall execute the same on a

different date, the effective date of this agreemeant shall

" be the actual date of the signing of this agreemeat dy the

party herete last executing thie agreement.

2. Demefits. -

Time 48 of the ocosence hereef, and all the teras
and privtolo-o herein co-ttinodlcxtiad te and are binmding
upen the suscessers and assignees of the respective parties
berote. . ' |

3. Release. :

Upen the surrender or cancellatien of thie agree-

meat as hereisadeve previded, Lessee shall execute and deliver - '.

o 61 D3
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to the Lesser a geod and sufficient release of this agree-

aent and of the lease and eptien horolnnbcvo gfnntod.

' IN WITNESS WHEREOF,K the parties herete have
executed these presents as of the day amd year first here-

wt
Sty
R iy -

0,
4

[ I,’

c..'.,be

LT
o P

mnm}horcto duly anthoriiod.

Colville

inabove named, through their preper efficers bdeing first

BLACK PEARL MINING COMPANY

'3, Edgar A, Scholz

Preeideat

HILLSIDE MINING & MILLING
COMPANY , -
By J.'C. Lincoln

lTe
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STATE OF ARIZONA
COUNTY OF YAVAPAI ; se

| On this, the 1ot day of icvubor, 1988, befere
'-0, f"All‘CrligBOO Netary Pudlic, persemally appeared
E. A. SCROLZ and J. K. CAZIER, whe ucknoulodgtd themselves
te be the President and Secretary roopoctivoly of BLACK
PEARL MINING COMPANY, a eerperatien, and that they as such
H'Qlidont and Secretary, beiang autherized se te de, execauted

| vtl‘n foroniu iutrmnt' fer the purpeses therein contained,

by oiguu the name of the ctrpontin by themselves as
such efficers, ‘ '

| IN WITYESS WEEREOF, I umnto sot | =y hand aad
offieial seal,

Jean ‘D:lckson

— Ievary resilc

4 iea Expires:
iMay 2, 1956 wox D1 med 4
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STATE OF ARIZONA )

COUNTY OF MARICOFA ) *
On this, the 1lst day of JNevember, 1988, befere

me, MARY KAVANAUGH, the undersigned Netary Public, persenally

aiy,ecared J. C. LINCOLN, who acknowledged himself to be the

itesident of RILLSIDE MINING AND MILLING COMPANY, a corporaticn,

anc¢ he, as such President, being authorized se¢ tc do, executed

tne feregoing instrument for the purpeses thereim contained,

by signing the name of the corperation dy himself as President,

IN WITNESS WHEREOF, 1 hereunte set my hand and
sfficial seal,

-‘.'.AV’OH" , .

J\, ‘.~“..“"'. "Jc '_'
LN
.,-;'.'v}:‘_ ‘ .':." L Mal"y Kavanaugh
S ais Wotary Public

XA rmission Fxpires:
7. 0 "‘\'\A“..' o
AT )
AL AN June 16, 1959

SIATE OF ARIZONA ) 43
COUNTY OF YAVAPAI ) ’

On this, the 1st day of November, 1988, before
me, Helen L. Baum , the undersigned Netary Public,
personally appsared GFORGE W. COLVILLE, who ackmewledged
himself te be the Secretary of HILLSIDE MINING AND MILLING
(OMPANY, a corparation, and that he, as such Secretary,
being authorized so to do, executed the foregoing instrument
for the purposes theresiam contaimed, by signing the name of
the corperatien by himself as Secretary.

IN WITNESS WHEREOF, 1 hereunte set my hand and

Helen L. Baum
Wetary Mbllic -

o 61 pad (9






Docket copy

®

o T EXPLORATION PROJECT COMIRACT
it tie . ZZ5pLLsIDE MINING AND MILLING COMPANY, ASSICNER
A DOGKET NO. DMRA 3448

i
S S |
| _ ; .
- N T i m m &

T ‘ _‘ 1t 18 agreed this 28th day of _ December ,
TTTUTTY 771956, betweenithe United States of dmarica, acting through the Depart-

i ~~--‘a~‘~“mt“6: th”m!:’ térior, Defenss Minersls Kxploration Administration, end

R S ‘ and Milling Company, assignes of Black Pearl Mining
Company, that Emploration Preject Contract No. Idm-E763 (Dockat No.
DMEA 3448), dated February 2, 1955, as smended, is further amended as
follows: : o

1. (a) Work under this Contrect shall be further suspended from
October 31, 1956, to May 2, 1937,

(b) Mo costs incurred by the Oparater during the pexiod of
suspension shall be allowable for contribution by the Governmeat.

(¢) The Government shall mot comtribute to any sosts of re-
habilitation or repair which in its opinion would net have occurred
had there been no suspension of work.

(4) The Operator, at f{ts mwm cost and empense, withowt contri-
bution by the Govermment, during the period of suspension shall preserve
the projsct work and any property im which the Government has an interest.

2. The period for completion of the work is extended to May 2, 1958.
3. The maximum period for paymeat of royalty sad lim for the pay-
meat thereof, provided for in the Comtract, 1e further inersased frem
twalve (12) years to thirteen (13) years from the date of the Comtract.
This amendment shall wot bs comstrued to incresse the estimated
total eost of the project, the total amount which the Gevermment may be
required to contribute, the fimed unit costs of amy item of wexrk, nor
any item of allowabla cost which is expressly designated "maximwm."
Exscuted {n sextuplicate the day and year first above written.

HILLSIDE MINING AMD MILLING ce ANy THE UNITED STATES OF AMERICA

Aduinistrator, Defense Minerals
Baploration Administration

Secretary





ETSIOE MIRTRG AND MILLING COMPARY, AS
DOGKNT MO, DMEA-34A8

Amendoent No. 3

It is agreed this any of ber {1956,
between the United States of s, acting thmh.a mtor
the Interior, Defense Ninerals Ruplerstion Administration, snd Eillside
Mining and Milling Compsny, assigoee of Black Pearl Mining , that
Exploration Project Contrast Neo. 1dn-E763, (Docket No. DMRA-3kh8), axted
Pebruswy 2, 1955, as smended, 1is further smended as follows:

1. (s) Vork under this Contrast shall be suspended during the
p;;éd Wsginaing July 31, 1956, sud ending not later than October 31,
1936. |

(v) Ho costs ineurred by the Operator during the period of
suspension shall de allowabls for gontribution by the Govermment.

' (e) The Government shall not contribute to any eosts of re-
hadilitation or repair whish in its opinion would not bave oceurred had
there been Mo swspensiom of werk. :

(@) Tne Operator, at its own cost and expense, without contri-
dution by the Government, during the period of suspsasion shall presarve
the project vork and any property in vhich the Govermment has an interest.

2. The period for completion of the vork is extended to October 31,
1957. «

3. The saximm period for paymmnt of royalty snd liens for the -
ment thareof, provided for in the Contract, is iacrecsed to twelve (].ag.W
Years from the date of the Contraet.

This smendment shall not be oanstrusd to inaresss the estimated
total cost of the project, the totsl amount vhich the (overnmeat may de
required to contribute, the fixed unit cost of any ftem of work,nor sny
item of allowsdle cost vhich is sxpressly dssignated "maximm.”

Bxeguted in raaxtuplinu the day and year first above written,

THE UNITRD STAZES OF AMERICA

strator, ( ]

Exploration Administration






o II: 1% agr»d thu aay .

um the United States ot‘%ﬁ'ﬁ!&. soting | Do~
partsent of the Interiér, Defense Minarels mumm Kdmin

istration, and Hillglde sinmc and Miling Company, assignee (

- of Black Peprl Mining Company, that Kploretion Project Con-

_ mw #o. Iém-E753, Dosket No. DVEA- , Gated Pebrusry 2,

: irst entevred inte. between the: Gmmt and Blagk
zﬂ‘i l&n&ng Cm'npany, q.: md, 1& th mndcd an

ons

o '1': In Arﬁch 3 or the OQntmt, e nriod for
3 Wg&sm of thn mrk u -mm tﬂn Jw 30, 1956, %o
) ¥ m ’ ,‘l . s o

R ﬁemximmiururmmetm trm
1ien Tor the payment thereef; provided. for in the trant,
48 mﬂmd to_mymtmwauortm tmt

. nn.o mnmt #hall not be mmu to memo .
m utmm total cost af tha projeat, the te total
- amount which the Governmmmt sy be required to e mm,

. the fixed uhit cost of any item of work, mmsmor

B ) "i!llmbil mh whieh u mﬂﬁly mmm

Mt-d m mnuu m m md yur ts,nt

T T p—,

mmmmmw

. Tiele_ ‘Secretary. T L Te
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- mxmw AND NILLING conmri | signee
LA .. DOCKET NO. DNEA-3448 ’, R
éuh nu on for onit o.' 'S

tn M&y 18 1956, ttu Opentor nqunted that the
ncm Team approve pcrfm of the work cutlined in items
11 shreugh 16 of the captionsd sontract, and requested that
- the time for eomplotiem of mntunt be catcndcd by 11 nenuu

The Field Team, by letter of June 7. 1956, srantul
itho Operater's request for Bpproval to perform the work. nesed,
‘but imformed the Operator that it was not within tihe delegated
authority of the Field Team to amt the oxtcnuon of $ime to
complets ﬂu oontrnt. : '

"~ Amendment No. 8 oxtcado the time ror conplctwn or
the contrast, in sccordance with the Operator's request, and
2180 extends the repayment period hy m yur, to imclude the
M tin lllowed for oonplation. . , :
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EXPLORATICN PROVECT CulTRACT
HSIACK PEARL MINING COMPANY
DOCKEY HO. DMEA«3L)8
CONTHACT NC. Idw-E763

AVENRMENT NO. )

It is apgroed this  16th eptember 1955,
betweon the Unmited States m*;'uuua m“%’ﬁﬁi’b‘-‘“
of the Interior, lefsnse Minerels Exploration Adsinistmation, and

the Hlask Pearl rining Company, that Exploratiom Project Contract
Ho. Idm-E763 (Docket No. m-w), is amnded as followss

1, InAnnex 11, mphl,mmuafollcﬁmwm
after the commm on the third lines

“apmrt.eaxmmnxmm-mmmmmtm
Lndimtodonﬂ.cmB,

2, In Exidbis "A", under Pixod Jnit Costs:

(a) Undsr Stage I, after “Timbering 800 feet" add
tof dyift and crosscut”.

(v) under Stage II, after "Timbering 800 fost* add
tof dyift and orosscut”,

This amandaent shall not be construsd to incresse the
estimated cost of tis project, the aggregate total amount wnieh the
Government may be ruquired to contribute, the amount of any item
designated as mamimui, or the Fimed Unit Cost of any fitem of work.

UAITzn STATES OF AERIGA

- xploretion Adindstration ,
BIACK PFARL MINING CORiENY (oA

ﬂr_{ ﬁ%M// M;

ulwvds Sub 0“""..
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(Revises Tons 1954) | Docket No. DMEA «31058 ..............

Commodity mug .................
Contract No. Idm-E w263 -ccccoee.

UNITED STATES OF AMERICA
' DEPARTMENT OF THE INTERIOR

DEFENSE M[NERALS EXPLORATION ADMINISTRATION
" EXPLORATION PROJECT CONTRACT®

It is agreed this --2nd day of - . Lebruary.--omeomeeeees , 195.5, between the
United States of America, acting through the Department of the Interior, Defense Minerals Exploration

Administration, hereinafter called the “Government,” and > .. Black Paarl Mining Company, .

hereinafter called the “Operator,” as follows:

ARTICLE 1. This contract is entered into under the authority of the Defense Production Act of
1950, as amended. It consists of this form (MF-200), the attached Exhibit “A,” Annex I, and . Angex. IX

consent of the Government.

ARTICLE 2. Operator’s property rights.—(a) The land which is the subject of this contract (here-
inafter called “the land”) is in the State of .ApigOn® - rev , County of ¥myvapald )
and is described in Annex 1.2

(b) The Operator represents and undertakes that:

(1) The Operator is the * So@--AnNe%x--X of ° _See -AntwX-L e
in the land, in possession and entitled to possession for all of the purposes of this contract, under

and by virtue of a® ey T...recorded in Book ... , PAZE <o ,

official records of said County; and

(2) The Operator’s right, title, or interest (whether as owner, lessee, or otherwise) is subject
only to the following claims, liens, or encumbrances: - Sse--Armex--1- e

and (if the Operator does not hold the legal title) the Consent to Lien of any holder of the legal title

* If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank.
t’ Inser‘ct n)ame, and if an organization, its nature (corporation and place of incorporation, partnership with names of
partners, etc.).
? State on a separate sheet marked “Annex I” the legal description or enough to identify the property, particularly
excluding any areas from which the production is not to be subject to the Government’s percentage royalty.
* Insert “owner,” “lessee,” “contract purchaser,” “locator,” ete.
¢ Insert “the entire interest,” “the mineral rights,” “an undivided one-third,” ete.
¢ Insert “deed,” “lease,” “contract,” “location notice,” “patent,” etc.
"If not recorded, so indicate by inserting “un.”
16—70617-1
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of the land (lessor, seller, optionor, etc.), are attached, as fOllOWS & oo

............. Owner!s Consent to Lien . . . ... . I '

(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
made, 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
no claim against the land or any production therefrom except for any production referred to in Article

8(b) (1).

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

of ... Tungeten . - cereeeeeeeseperneemgeeeeneee Th€ work to be performed
is described in Exhibit “A.” The Operator on or before SN iy s shall commence
the work, and on or before --..Ium._ga,..lsaﬁ ............. (unless the Operator’s obligation to prosecute

the work is terminated—see Article 10) shall either have completed the work or shall have incurred
aélo}:vsble Acos1:s (see Article 6) in a sum not less than the estimated total allowable cost set forth in
xhibit “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 inspect.—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 }27,285.00 ..
The Government shall contribute T5-- percent of the allowable costs as they are incurred in a total sum
not in excess of @5,3&63,?5 ...... : Provided, That until the Operator has

rendered to the Government his final report, -and any ﬁ;lal 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 refzrred 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) Catlegories 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 mcur ‘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 (8)—OPERATING MATERIALS AND SupPPLIES.—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 buildings, fixtures, 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 thjs subcategory is a maximum.
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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.

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 CoOST 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) ; . '

(3) 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.

(c) 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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(c) 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
(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. 0. 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 (11%4) 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





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 (114) percent; on an amount of ten dollars ($10.00) per ton, three and one-half (31%4) 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 the 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.

(3) 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
is 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.

(¢) 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
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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. ’

(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.— ‘ W
10 _tha extent that soste are st forth in Exhibit "AY
............. u...w,m.mz..mmnl..mm.zm.oz;.m...nm..nou-.-..---...-._.._.
i S Otheruise. would de 1a soats of the project
............. under_Article 6 of the contemst form. ...
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Executed in sextuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

erator)

it

BLACK - PEARL-MININO-COMPANY .

7 // 7 /
~ , /,//

I, e i il ”/// ., certify tha m the
................................ .- ;’ 7z e yeeeanieenfpenry. SeCTetary of the corporation named as Operator herein;
that ceeeee. Gt /7” e oy S who signed this contract on behalf of the
Operator, was then // LTt 7 A 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.

CORPORATE
SEAL

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

The Opermtor's interest in the land referred to ia
muanmmm‘mmmwnm

muaso. hmmm;'mws. A. Seholz and
Irma R, S which assigned to the Operator,
mmumg wmmsxm.
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™e land oonmists of three patented mindng cldnp
rocorded at the Court House in » Tavapei Cowmy,
Arizoma, as foliowe:

Black Pear) Patented unt?cluu Recorded in
1, 2, and 7. ' lgkatm
(U, &, Patemt No. 1100913 181, between
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that roymisy be paid to the Severnment.
1% 1s agreed, thevefore, that:

1. Preduction made from that partien of the Black
Poarl vein whiich s the adit level and west of
8 .

hmpwg'xrx&vn m&ﬂmna&u &'3'»
as agreph 2 of this Atmex. !

2. Netwithstanding the provisioms of 1ef
this Ansex, and regardless 8 ifisat
Giscovery or development is royalty ahall %e
in the mamwry set forth in iaa conteee the
period sot ferth in Artisie ) (2) of the comtrast on all
W‘?mhw& ' mmgmu:crnui:'m;
A", provided that in mo shall more than one royslty be

m on any production,
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madie 2 part of this contrest:

"Pigure 1. mmm~nmkw1nm~
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*pig. 3. Lemgitudibel Seetion on Veim Loeking
wuaixgpmmmumG&-m

This work is divided into two stages, ss follows:
Stame I

mtu sheft, shaft house, headfreme and
MIt. . ' .
2. Erest 35 foot, wood headframe with sheave,

3. Ir«tm:lsf:m umu 12 feet 18 feat
and inetall hoist, ’ 1y by 13

. Purchase and . mumhu n!d.p anm
wmmopmtw ' '

‘Tctond thv ‘mmemnmmmemms
.mummnmmzum. E

6. On the footmall side, taly 50 feet from
the Black Peaxrl vein at or mser poimt indigated in Pigure
-7 -matmmmmwomz.





T, Ms ) eumm of 12‘5 feot in the shaft, out & station
and »kip mu.ﬁ‘ ,

8 Cresscit 365 feet from end of cm1on upnu‘ud in
item 7. to sut Biack Pear! vein.

9. Dpift 400 feet easterly slong the Blaek Pearl vein,
ﬁutnmmmra:utmimﬂ

10. Semple veln at 5-foot imtervals.
| Stage XX
No work shall be undertaken under this stage with-
sut the prier aprroval of the Sovermment.
11 Por purposes of vemtilation amd nhty raise 125
feet from the 125-foet level along the vein to the adit
level, to a point appreximmtely &s showm in Pigure 3.

12. Extesd the Mt an additiomal 128 feet,
to a total depth of 278

13. At a depth of 250 fest m the shaft, cut a station
and skip posket.

14 Cresscut 50 feet frem the end of the statiom
specified in {%em 13 to the Dlask Pesrl vein.

1%. Drift 600 feet casterly and 200 ﬁnt westerly
along the Blask Pearl vein.

16. Sample w’m at 5-foot intervals.

Nimtmes cross-sestional dimemsions of the work
under the comtyract »hall he as follows:

s, (ineluding adit) and crosscuss, a& rest
»y feet in tht slear of timber.

‘Raive, & feet by 6 feetf. in the clear of timber.
Yertionl shaft, 6 feet by 11 feet in rock section.

Station and skip posiet, 9 feet By 9 feet Wy 20
feet in roek sactiom.

A1l werk under the somtrast shall be tindeored as










Ereot 'W with shesve 1,300.00
| | $ 2,300.00

320,00
| | $ 950.00
Tobal cont for prevarstion vk §9,000.00

momfmmxmtmeomeumuw
work regquiremsnts listed delow on tiw desis of the Fised
Uit Costs specified thwwelor, as they searue, in lieu of
nmm mrumzmmlmnimwm
wark sfmtacever, except the casts of the tory work
under the firvet 4 i1tems of 8 I to vhigh Goversment
uummnonmm actunl eocats. ‘

B - . -sompartuent versical '
art 150 feet @ $130.00/f%. $19,500.00
cus statien and skip at' o
N o las-toot level i . 2,000.00
nn:m‘ eroassutting Shs | -
feet &‘Wfﬂ . !8,730.00 '

Timbeving aoc feet ® 67.00/1‘7:, 5,600,00
1/ The completed work constitu:es‘ the unit. .





 spiling %0 reet @ 40,00/t ¥ 500,00
Sempling and asssying, 160 o
%ﬁagsmﬁi . 200,00
Estinated Tetal Cost of Stage I - $.61,430,00
| Stage 1T |

Raise 125 feet frem 195-feot
~ lavel on the vein @ §35.00/ft. 4,375.00

mmm»mwm

tnt @ $130.00/7¢. 16,2%0.00
Cut station and pocket at the

250-foot level of shaft 1/ 2,000.00
Prifiing amd crosseutting 860

foet # §34.00/%. 29,240.00

Timbering 800 feet O $7.00/£%.  5,600.00
| amw 80 fees @ $20.00/rt. &/ 1,600.00

Ssmpling and sssaying 160 =
- samples @ $5.00 eash 800.00

Estimated Total Cost of Stags IT TTT,59,065,00
Estimated Total Cest of Projest $187,988 00

1/ The completed work constitutes the unit
2/ The wnit eosi includes the cost of tm.riug
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MF-203 . :
(Revised July 1, 1954) 'OWNER'S CONSENT TO LIEN ) e T

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

, County of Eﬂgmﬁ?qﬂ __, described as

follows:1/ Lome aeeneed rh 1:*:0 cledns weeorded of he Courd Huuse do Deeoesluy
&@;&&JB; &/wu&u,\‘)z‘ .fadaa\f’»dfsﬁ' C;!:J :s.-v\’»-x}uwddg

property in the State of ‘ D

oy e Drenied] oo Uiaine Ghaden

NN e ey T -~ O I £ e ¢ - o7 -
g A Dy con v Eeeed ooy BIGH) 2% Daran Ghlelnn

L. D Dolews Doe 20T0RSY
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

\ o
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KPeﬁpinaftér called the "Operator"; and

\. ; WHEREAS, under the provisions of said contract the Government is entitled to a percentage
royalty on production and to other rights and equities which do or may conflict with or be adverse
to the rights of the undersigned:
: /
/ ii 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 any amendment thereof shall prevail over and be prior and superior to any con-
flicting;or adverse rights of the undersigned, and the Government is authorized to enter upon the
land for such purposes.
' |
2. To secure the payment to the Government of the percentage royalty on production3/
provided for under the terms of said exploration project contract or any amendment thereof there
is hereby granted to the Government a lien upon the land above referred to and upon any production
of minerals therefrom until said royalty is fully paid or ten years have elapsed from the date of
the contract, whichever occurs first.’

1/ Either (a)'inseft the legal description of the land, or (b) strike out the words "as follows"
and insert "in a lease [or contract, deed, or other document] dated , and
recorded in book page official records of said county." 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/ Insert the name of the Operator as it will appear in the exploration project contract.

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

(OVER)
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BLACK PEARL MINING CO.

BAGDAD, ARIZONA

E. A. SCHOLZ, PRESIDENT
L. K. LINDAHL., VICE PRESIDENT
J. H. CAZIER, SECRETARY-TREASURER

August 11, 1954

Defense Minerals Exploration Administration
Ue.S. Department of Interior

‘Interior Building

Washington 25, D.C.

Dear Sirs:
Enclosed please find our Application for Aid in an Exploration
Project together with supporting papers as listed in the application.
Please consider this either as a new application or ﬂ?:_sf'?n

of our 1951 application Docket 1506X Black Pearl liine, Yavapai _
Mﬁ““' AT S

County Arizona. At the time of approval of that application we wvere

e
unable to sccure the subordination required even though the owners had

originally agreed to furnish it, We have in our ppsession the required
subordination for the proposed program and have obtaihed a longer
term lease and dption to purchase the property together with the
owners agreement to assist us in obtaining an explorationm project.
Since the time of our original application we have further
developed the property with encouraging results. While the grade of
the ore has been found to be somewhat lower than that shown in some
of the older reports)wh have found the ore to be more continuous
than was indicated by surface exposures and the old reports. Our _
metallurgical results have been uni’ce encouraging too) indicating that
an 85% recovery of the tungsten is attainable with a relatively simple
plant,.

Very truly yours,

1 Mining Company





e S UNITQ STATES DEPARTMENT OF THE lQERIOR B B o t2-Rioss.2
DEFENSE MINERALS EXPLORATION ADMINISTRATION |

Not to be filled in by applicant

APPLICATION FOR AID IN AN U
Docket No.
EXPLORATION PROJECT, PURSUANT TO Ty ST

Metal or Mineral ......

DMEA ORDER 1, UNDER THE DEFENSE Don B 5
PRODUCTION ACT OF 1950, AS AMENDED Estimated Cost ......_. G 2YE, S00.

Participation (Government %) ...

INSTRUCTIONS

1. Name of applicant—(a) State here your full legal name, in the form in which you will wish to contract, and your
mailing address: Black_ Pearl. Mining. Company,. Box 248, Bagdad, Arizona
An_ Arizona Corporation.-= See attached sheet
Successor 1o E.A. Scholz.and J.H. Cazier Docket 1506% . ...
Black Pearl Mine, Yavapai County Ariz

(b) If other than an individual, add to your name above whether a corporation, partnership, etc., and the name of the State
in which incorporated or otherwise organized.

(¢) If a corporation, add to above statement, titles, names and addresses of officers.

(d) If a partnership, add to the above statement the names and addresses of all partners.

2. General—Read DMEA Order 1, “Government Aid in Defense Exploration Projects,” before completing this application.
Submit this application and all accompanying papers in quadruplicate (four copies), with your name and dddress on each
sheet of the application and on all accompanying papers. Where sufficient space is not provided on the form for all required
information, state it on an accompanying paper, with a reference in each case to the instruction to which it refers by number.
Comply with all applicable instructions; or, if not applicable, so state. File the application with Defense Minerals Exploration
Administration, Department of the Interior, Washington 25, D. C., or with the nearest field executive officer thereof.

3. Applicant’s property rights—(a) State the legal description of the land upon which you wish to explore, including all
land which you possess or control that may be benefited by the exploration, and excluding any land or interest in land which is
not to be included in the exploration project contract ..Black Pearl Mine, Yavapai County Arigona ... . ...

See_attached_shket

(b) State any mine name by which the property is known.

(¢) State your interest in the land, whether owner, lessee, purchaser under contract, or otherwise
10 vear lease and option to _purchase .

(d) If you are not the owner, submit with this application a copy-of the lease, contract, or other document under which
you control the property.  attached

(¢) If you own the land, describe any liens or encumbrances on it

(f) If the land consists of unpatented claims, add to the description above, the book and page numbers for each recorded
location notice.

4. Physical description.—(a) Describe in detail any mining or exploration operations which have been or now are being
conducted upon the land, including existing mine workings and production facilities. State your interest, if any, in such
operations. Also describe accessibility of mine workings for examination purposes.

(b) State past and current production, and ore reserves, if any, giving quantities and grades.

(¢) Describe the geologic features of the property, including mineralization, type of deposit (vein, bedded, etc.), and your
reasons for, wishing to explore. Illustrate with maps or sketches. Send with your application (but not necessarily as a part
of it) any geologic or engineering report, assay maps, or other technologic information you may have, indicating on each
whether you require its return to you.

(d) State the facts with respect to the accessibility of the project: Access roads, distances to shipping, supply and residence
points.

(e) State the availability of manpower, materials, supplies, equipment, water, and power. 16—06551-1





5. The exploration project.—(a) State the mineral or minerals for which you Wish?explore
Tungsten. (Wolframite)

(b) Describe fully the proposed work, including a map or sketch of the property showing a plan (and cross sections if needed)
of any present mine workings, and the location of the proposed exploratlon work as related to such features as contacts,
veins, ore-bearing beds, ete. .

(c) The work will start within ___15_-_-- days and be completed within _-__2).1_-__ months from the date of an exploration
project contract.

(d) State the operating experience and background of the applicant with relation to the ability to carry out such explo-
ration project, and also that of the person or persons who will supervise the operations.

6. Estimate of costs—Furnish a detailed estimate of the costs of the proposed work (you will have to use a separate sheet),
under the following headings. Add the totals under all headings to give the estimated total cost of the project:

(a) Independent contracts.— (Note—If the applicant does not intend to let any of the work to contractors, write “none”
after this item. To the extent that the work is to be contracted, do not repeat the cost of the contract-work in subsequent
items.) State the cost of any proposed independent contracts for the performance of all or any part of the work, expressed in
terms of units of work (such as per foot of drilling, per foot of drifting, per hour of bulldozer operations, per cubic yard
of material moved, ete.).

(b) Labor, supervision, consultants.—Include an itemized schedule of numbers, classes and rates of wages, salaries or fees
for necessary labor, supervision and engineering and geological consultants.

(¢) Operating materials and supplies—Furnish an itemized list, including items of equlpment costing less than $50 each
and power, water and fuel.

(d) Operating equipment—Furnish an itémized list of any operiting equipment to be rented, purchased, or which is owned
and will be furnished by the Operator, with the estimated rental, purchase price, or suggested use-allowance based on present
value, as the case may be.

(e) Rehabilitation and repairs—Furnish a detailed list showing the cost of any necessary initial rehabilitation or repairs
of existing buildings, installations, fixtures, and movable operating equipment, now owned by the Operator and which will be
devoted to the exploration project.

(f) New buildings, improvements, installations.—Furnish a detailed list showing the cost of any necessary buildings, fixed
improvements, or installations to be purchased, installed or constructed for the benefit of the exploration project.

(9) Miscellaneous.—Furnish a detailed list showing the cost of 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.

(h) Contingencies.—Give an estimate of any necessary allowances for contingencies not included in the costs stated above.

NoTe.—No items of general overhead, corporate management, interest, taxes (other than payroll and sales taxes), or any

other indirect costs, or work performed or costs incurred before the date of the contract, should be included in the
estimate of costs.

7. (@) Are you prepared to furnish your share of the cost of the proposed pro'%ct iﬁ aécordance with the regulations on
Government participation (Sec. 7, DMEA No. 1)? see attache

(b) How do you propose to furnish your share of the costs?

EI Money ,j Use of equipment owned by you Other S€€ attached

Explain in detail on acompanying paper.

CERTIFICATION

The undersigned, whether as an individual, corporate officer, partner, or otherwise, both in his own behalf and acting for
the applicant, certifies that the information set forth in this form and accompanying papers is correct and complete, to the best
of his knowledge and belief.

Dated August 11, , 1951

' Black.Pearl: 'Min:t.n%Ap am . e
By / /%P ; Pres.
%// : ‘Sec.

/7‘/

Title 18, U. S. Code (Crimes), Section 1001, makes it a criminal offense to make a willfully false statement or representation to any depart-
ment or agency of the United States as to any matter within its jurisdiction.

U. S. GOVERNMENT PRINTING OFFICK 16—66551-1
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1. Name of Applicant

Black Pearl Mining Company, an Arizona Corporation

E.A. Scholz, Bagdad, Arizoﬁa, President

L.K. Lindahl, Hillside Arizona, Vice-President

J. He Cazier, Bagdad, Arigona, Secretary-Treasurer

Applicant Corporation is the successor to E.A. Scholz and
JeH. Cazier who under Docket 1506X Black Pearl lMine, Yavapai County,
Arigona secured approval of an exploration project similar to what
is now requested but were unable to secure the hecessa.ry subordination.
The owners have now agreed to an extension of the lease and option period
and have consenteci to and have provided us with a subordination agreement.
3. Applicant's Property rights.
It is proposed to explore the Black Pearl Mine which is held

by applicant on a leasd and Option to Purchase dated April 30 1951,
expiring May L, 1959 and amended by a supplemental agreement dated
August 2, 195l extending the expiration date to October 1, 196} and
amending the royalty ratea nd method of calculating royalty therein.
This amendment specifically recogn®zes that we are applying for an
exploration grant and agrees that the subordination will be supplied
and a subordination agreement has been signed by the owners for our use.
Copies of both the Leasé and Option to Purchase and Amendment are attached

hereto covering the following mining property.
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‘Name of Claim Recording Data, Yavapai County Arigzena

North Side Patented Lode Mining Claims A11 recorded in Book 181 of Deeds
numbered 1,2,3 and 5(Mineral Survey 1;186) at pages 551-55)

Black Pearl Patented Lode Mining Claims A1l recorded in Book 181 of Deeds

numbered 1,2,3,L,6,7 and 8 Mineral at pages 551-55L
Survey 1186(U.8.Patent No. 1102913)

Black Pearl Unpatented Lode Mining Claims All recorded in Book 13 of Mines
numbered 9,10,11 and 12 and North Side at Pages 148-152

Unpatented Lode Mining Claim numbered L

h. Physical description.

(a) The Black Pearl Mine is developed by a 1230 foot adit
on the vein which achieves a depth of 165 feet below the surface and
having passed the crest of the hill wi 1l have 100 feet or more of backs
for the next 200 feet of advance from the present face. The last 670
feet of adit advance was made by the applicant. Previous operators had
driven 560 feet and made numerous short adits, shafts and cuts near the
surface, all of which are presently inaccessible. The main adit for
it's entire length together with a number of raises and stopes are now
accessible for examination,

Tungsten mineralization was discovered at the Black Pearl
property in 191l. ]fe'bween that time and when the present operators
obtained a Lease and Option on the property in 1951 at least 62,100
lbs. of wolframite averaging 70% W03 had been mined. Most of this
production came from hand sorting ore produced from shallow workings,
pits and residual placers on the vein outcrop except that produced as a
result of a sampling program by Mr. Harlow D. Phelps in 1936 when 180
feet of the adit was driven and sampled. -Undoubtably additional

unreported production was made from the property during this time.
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Due to it's remote location and inaccessibility there was no major
attempt to develop the property, except the work performed by FPhelps,
until 1951 when the applicant's operations were started. The applicant
in mow mining and treating in a jig plant en the property approximately
15 tons of ore per day.

(b) Total reported production from the property pi'ior to
inception of the current operation 1951 was 62,100 pounds of 70% WO3
hand sorted concentrate or 2173 units of WO3 from ore reported to have
averaged .92% WO3. Bhe applicant has produced and shipped 2803 units
of W3 from their ‘oper.ation of the property. The average grade of the
development and stope ore as broken was .50% WO3 with a calculated
grade in place of .60% W03. The tungsten content of the ore broken
' was determined i‘rbm the content of concentrate shipped, assay and
measurement of the tails and other resulting products and is bas8d on
the handling of nearly eight thousand tons of ore. In addition to it's
tungsten content the vein also contains approximately 25% pyrite, «12%
bismuth as Bismuthinite, .55 ounces of silver associated with the
bismuthinite, «05 to .15% BeO as beryl and from 2 to L% white mica.

The ore reserves of the Black Pearl Mine hawe been calculated
as follows based on the areas shown on the attached section and the
grade information obtained from the applicant's operation of the mine:

Measured ore 8,000 tons at 0.65% WO3
10,000 tons at 0,40% WO3

Indicated ore 60,000 tons at 0,59% W03
Inferred ore 1,25,000 tons at 0.59% W03
These figures are believed to be conservative. No vertical

change in grade or character of ore has been observed.
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(e) The Black Pearl vein is a strong persistent quartsz
vein averaging three and one half feet in width over an outcrop length
of 2000 feet and persisting at a narrower width and with only occasional
observed tungsten mineralization several thousand additional feet. The
vein trends North 750 West and dips 80 to 85 degrees to the South. The
wall rock is coarse grained granite with some greisen consisting mainly
of quartz-muscovite having developed along the walls. The main ore
mineral is wolframite occurring as equidémensional crystals from 1/8" to
10 inches in cross-section in a coarsely crystalline gangue consisting
of approximately 25% pyrite and 709 quartz with muscovite mica, bismuthinite,
beryl and feldspar.

It is our desire by the proposed program to establish the
continuity and persistence of the orebody at a greater depth and to
thus delineate sufficient ore to justify a larger more complete milling
plant and equipping for expnded production from the mine.

The following reports and maps are being enclosed to be used
in onsideration of our application:

Copy of a February 11, 1939 report by Harlow D. Phelps

Print of a section by H.R. Wood showing workings and production
to October 1, 1935

20 scale geological plan map of the Black Pearl Mine by J.H. Cazier
and Evo SChOlZo

Topographic map of the Bagdad quadrangle showing the location of
the Black Pearl Mine and new road mentioned above.

100 scale section showing the proposed work and ore reserve data
which is attached to and is a portion of this application.

Copy of an April 30 , 1938 report by J.F. Frost.
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() The Black Pearl mine is 18 miles by road northeasterly
from Bagdad, Arizona the nearest supply and residence point. The
first six miles of this road are graded and draingad while the last
twelve miles are graded,.-drained and surfaced, this section having
been improved under the Go‘vérnment's access road program. The applicant
built the pioneer road for the last ten miles of this distance which
was later improved as a portion of the Government's program. This road
is passible throughout the year except that it might be necessary occasionai’l.y
to remove snow near the mine or the creek crossings might be impassible
for an occasional day during the year due to high water. The nearest
railroad station is at Hillside Arizona L2 miles distant.

(e) = It is believed that manpower, materials, supplies and
equipment will be abailable as required. The proposed project will be
desireable in providing employment. Water is available at Bear Flat from
wells and at Boulder Creek about one mile from the mine in quantities
sugficient for the proposed program or a milling operation. Power is
supplied by internal combustion engines.

5. The. Exploration Project

(a) It is proposed to explore for tungsten(wolframite)

(b) The proposed program has logically been divided into
three stages each dependent upon the success of the preceeding stage
and the a.greement. to enter into the next stage. The completion of the
following program will develop the Black Pearl vein for a strike distance
of 1900 feet and to a depth of 250 feet vertically below the present

adit.





Black Pearl Mining Company -7-

(1) It is proposed to sink 150 feet of vertical shaft,
collared L0 feet in the footwall of the vein and opposite the portal
of the main adit, crosscut to the vein on the 125 foot 1eve;, perform
400 feet of drifting on that level and raise 120 feet to the adit level.
(2) It is next proposed to & nk an additional 125 feet of
shaft, crosscut to the vein on the 250 foot level, drift 800 feet and drive
one 120 foot raise to the 125 foot level.
(3) The final step to complete the proposed exploration
program would consist of an additional 1100 feet of drif’ging and 820
feet of raises from the 250 foot level. The attached section shows
each stage of the proposed exploration program.
(c) The work will start within 15 days and be completed within
2l months from the date of an exploration project contract.
(d) The proposed program would be managed by E.A. Scholz
and J. H. Cazier each of whom own one third interest in applicaht
corposation and whose professional experience has beén as follows:
E.A. Scholz
B.S. in Geological Engineering, Montana School of Ilfines
Geologist, Glacier'Production Co.,Cut Bank, Montana 1941-1942
Geologist, U.S. Geological Survey, Washington D.C. 1942-19,5

Geologist in Charge of Exploration and Development, Martin
Brothers Inc., Butte, lMontana 19)5-1946

General Manager, Ruby Gulch Mining Co., Zortman Mont., 19,6-1948

Gneral Superintendent,Hillside Mining & Milling Co., Bagdad
Arizona 19}48-1950

Partner in Charge, Copper King Lease(E.A. Scholz & J.H. Cagier)
Bagdad, Arizona 1950 to date

Black Pearl Mining Company, Bagdad Arizona 1951 to date
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J. H. Cazier
BzS. in Mining Engineering, University of Nevada, Mackay School of Mines
Various project supervisory and management positions, Exploration
Department, International Smelting & Refining Co. Salt Lake
City Utah 1935-1940
Assistant General Supt. Lexington Mining Co. Neihart, Mont. 1941-1942
General Supt. Callahan Consolidated Mines Inc. Wallace Ida., 1942

Supervising Engineer, Reconstruction Finance Corporation, Phoenix,
Arizona and Salt lLake City Utah 1943-1918

Military Leave, Iieutenant U.S.N.R. 19L)-19L6

(e General Superintendent Goodwin Mining Co., Bagdad, Ariz. 1948-19L9
General Supt. Bagdad Copper Corporation, Bagdad, Arig 1949-1952
Black Pearl Mining Co. 1952 to d ate.

6. Estimate of Costs
The proposed exploration program has been estimated to cost

as follows:

Preparation
Site preparation, surface tracks etc. $2,000.00
Headframe and installation 3,500,00
Hoist and installation, hoist house 5,500.00
Skips, cage and other shaft equipment 2,000,00

Pump, ventilating fan, framing equipment etc. 12500.00

Total preparation $11,,500.00
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Stage No. 1
150 feet of shaft sinking at $176.00 $26,1,00,00
60 foot crosscut and 125! level station ly, 200,00 ?
0O feet of drifting and sampling at $55.00 | 22,000,00
120 foot raise and sampling at $40.00 14,800.00
$57,400.00
Total through first stage $71,900.00
Stage No. 2
125 feet of shaft sinking at $176.00 ~ 21,000.00
75 foot crosscut and 250! level station 5,300.00
800 feet.of drifting and sampling at $55.00 | li)y,000.00
120 feet raise and sampling at $L0.00 1;,800.00
$75,100.00
Total through second stage #14,7,000.00
Stage No. 3

1100 feet of drifting and sampling at $55.00 $60,500.00
820 feet of raisesand sampling at $50.00 }1,000.00
$101, 500.00
Total proposed program $21,8,500.00
The above footage cost estimates are based on our recent drifting
experience and shaft sinking costs withvghich we are familiar and which
were performed under similar conditions. All drifts and raises on the
vein will have to be timbered. Until the vein has been drained we have
found that it will probably be necessary to spile a portion of the drifts.
In order to provide reliable grade in£ormation each round will have to be

crushed and sampled. The cost of doing this has been included above.
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The applicant is now equipped and operating the property,
Additional equipment as required would be provided by them under the
proposed program except that listed under preparation above.

7. The applicant is prepared to furnish their shafe of the cost
of the proposed project by use of equipment, services and money provided

by them.





. AMENDMENT TO LEASE AND OPTION TO PURCHASE

KNOW ALL MEN BY THESE PRESENTS:

For a valuable consideration each to the other in hand paid,
receipt of which is hereby acknowledged, that certain lease and
option entered into on the 30th. day of April, 1951, by and between
JOHN IAWLER, a single man, MARY IAWLER, a single woman, JAMES E.,
HARRINGTON and KATHRYN I. HARRINGTON, his wife, F.H, LYONS and
MARY LYONS, his wife, JOSEPH W, WAﬁTOIJ and FLORENCE E. WALTON, his
wife, as first parties, and E. A. SCHOLZ and IRMA R. SCHOLZ, his
wife, and J. H. CAZIER and DOROTHY L, CAZIER, his wife, second
parties, which said lease and option to purchase has since been
assigned by second parties to the BILACK PFARL MINING COMPANY, an
Arﬁzona corporation, is hereby amended in the following respects:

1. The term of said lease is hereby extended from May l,
1959, to October 1, 196l, which latter date shall be the date of
termination of said lease and option in the event the full pur-
chase price of the property, as provided in said lease and option,
has not been paid prior to that times

2. The royalty payments as provided in said lease and
option and set out with particularity on pages 2 and 3 of said
instrument, are hereby changed from twelve and one-half per cent
(123%) of the net mint, net smelter, net mill or other returns, to
ten and one-half per ceént (103%) of the gross proceeds from the
production of minerals mined and sold from the property described
in said lease and option. "Gross Proceeds" is hereby defined
by the parties to mean the proceeds received from the sale of all
minerals, ores or concentrates prpduced from the property described

in said lease and option and delivered to the point of sale; except

that charges of the buyer arising in the regular course of business





and shown as deductions on the buyer's settlement sheets, shall be allowed as de-
ductions in arriving at the "gross proceeds" as that term is used herein.

Any costs of treatment processes, milling, sampling, assaying, transportation

or other costs performed or paid by the lessee or by any other than the buyer,
are not deductible in arriving at the "gross proceeds" as that term is used
herein. Provided however, that the royalty payable on the one fourth interest
of Mary Lawler shall be and remain (1234%) of the gross proceeds as determined
herein.

3. It is recognized by first parties that the lessee has made application
or contemplates making application for assistance from the Defense Minerals
Exploration Adpinistration to facilitate the exploration and development
of the property described in said lease and option and such action on the part of
lessee is hereby approved. First parties furthér agree to execute such in-
struments as may be required by the Defense Minerals Exploration Administration
from first parties to facilitate the granting of éssistance as aforesaid, including
an owner's consent to lien and subordination agreement.

. In all other respects said lease dated April 30, 1951, is hereby
ratified and confirmed.

IN WITBIESS WHEREOF, the parties have hereunto set their hands this___ . day

of August , 1954

John Lawler

Mary Lawler

James L, Harrington

Kathryn I. Harrington

Mary Lyons

Joseph W, Walton

Florence E. Walton





BLACK PEARL MINING COMPANY, an
Arizona corporation,

By

Tts President

ATTEST:

Its Secretary SECOND PARTY.
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.IEASE AND OPTION TO- PURCHASE

THIS AGREEMENT made and entered into this 30th. day of April, 1951 by and
between JOHN LAWLER, as single man, MARY IAWLER, a single woman, JAMES E,
HARRINGTON and KATHRYN I. HARRINGTON, his wife, F. H LYONS and MARY LYONS, his
wife, JOSEPH W, WALTON and FLORENCE E. WALTON, his wife, hereinafter termed
"First Parties", and E. A, SCHOLZ and IRMA R. SCHOLZ, his wife, and J. H. CAZIER
and DOROTHY L. CAZIER, his wife, hereinafter termed "Second Parties", for and in
consideration of One and NO/100 DOLLARS ($1.00), and other good and valuable
consideration, the receipt whereof is hereby acknowledged, by each party to the other in
hand paid, and in consideration of the performance of the covenants and agreements
hereinafter set forth, the parties hereto do hereby agree as follows, to-wit:

I
First Parties do hereby grant unto Second Parties the exclusive right and

option to purchase and operate the following described patented and unpatented

/ ode mining claims situate in the EUREKA MINING DISTRICT, county of Yavapai, State

of Arizona, the names of which, together with the book and page of the records in
the office of the County Recorder of Yavapai County, Arizona, where the United
States Patents therefor are of record, or where the mining location notices there-
for are of record and are as follows, to wit:

Name of Claim Book Page

Patented Mining Claims

Black Pearl Patented Lode Mining Claims '

nurbered 1,2,3,4,6,7 and 8 (mineral Survey A1l recorded in Book 181 of
1186) (U.S. Patent No, 1102913) Deeds at pages 551-55)
North Side Patented Iode Mining Claims

nurbered 1,2, 3 and 5 (Mineral Survey 4186) A1l recorded in Book 181 of
- Deeds at pages 551-554

Unpatented Mining Claims

Black Pearl Unpatented Iode Mining Claims

numbered 9, 10, 11 and 12 All recorded consecutively as
numbered in Book 13 of Mines
at pages 1,8-152

North Side Unpatented Lode Mining

Claim numbered L
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Together with all improvements situate thereon, water and water rights
appurtenant thereto and any other rights and privileges appurtenant thereto,

M"The immediately afore-described group of patented and unpatented lode
mining claims constitutes and is locally known as the "Black Pearl Group"
or Black Pearl Mine" and is, for the purposes of brevity, hereinafter re-
ferred to in this Contract, wherever mentioned, as the Black Pearl Mine,")
for a total purchase price of ONE HUNDRED SEVENTY:FIVE THOUSAND DOLIARS
$175,000,00), bearing no interest, and payable by Second Parties to First
Parties on or before May L, 1959, in the manner and at such times as follows:

Twelve and one-half percent (123%) royalty payments of the net mint,

net smelter, net mill or other returns from all ores, concentrates, bullion,
or other prodﬁcts removed and disposed of from the above described "Black Pearl

Mine"; which royalty payments shall be paid by Second Parties to First Parties in

the manner and at the tumes hereinafter set forth and when so paid shall be credited

against the gforesaid purchase price,
The term '"net mint returns", "net smelter returns" net mill returns" and
"other returns" as used herein shall be construed to mean the net values found

and accounted for by the smelter, mint, mill or othep place of treatment or sale,

less the reasonable cost of truck or rail transportation, smelter charges, penalties

and deductions made by said smelter, mill or other place or treatment or sale,

Such royalty payments shall be made directly to THE BANK OF ARIZONA, and
Arizona banking corportion, Prescott, Arizona, the Escrow Agent hereinafter
names, and said The Bank of Arizona, shall either deposit said royalty payments
to the credit of Firsf Parties in the proportions as hefeinafter set forth, or
shall forward the same to the person entitled thereto in accordance with any ine
structions delivered by such person to said bank, All royalty payments shall be
made to said Escrow Agent within thirty (30) days of the settlement date for each
load of ore, concentrate or other material sold or shipped and such payment shall
be accompanied by a true copy of the smelter, mint, mill or other return for
delivery to First Parties,

The Royalty payments, when made hereunder, shall be divided and credited
by the Escrow Agent, The Bank of Arizona, as below set forth, which proportions
represent the aliquot ﬁn-divided ownership of First Parties in said "Black Pearl
Mine":

/£





JOHN LAWLER, a one-fourth(;) share(said one-fourth share
representing the sum of FORTY*THREE THOUSAND SEVEN HUNDRED
FIFTY AND NO/100 DOLLARS §3L3,750.00) out of the total rental
or purchase price herein contained); :

JAMES E. HARRINGTON AND KATHRYN I. HARRINGTCN, his wife, and

F.H., LYONS and MARY LYONS, his wife, a two sixths (2/6) share
(said two-sixths share representing the sum of FIFTY EIGHT THOUSAND
THREE HUNDRED THIRTY THREE AND 3l/100 DOLIARS (#58,333.3L) out

of the total rental or purchase price herein contained:

JOSEPH W. WALTON and FLORENCE E, WALTON, his wife, as one-sixth
1/6 share (said one-sixth share representing the sum of TWENTY-
NINE THOUSAND ONE HUNDRED SIXTY SIX AND 66/100 DOLLARS £$29,166.66)
out of the total rental or purchase price herein contained):

MARY LAWLER, a one-fourth (%)share (said one-fourth share
representing the sum of FORTY*THREE THOUSAND SEVEN HUNDRED FIFTY
AND M0/100 DOLLARS ($L3,750.00) out of the total rental or
purchase price herein contained);

PROVIDED, HOWEVER, that in no event shall the royalty payments to
be made and credited to Mary Lawler be less than the following
amounts paid on or before the dates set forth opposite said amounts:

FIVE THOUSAND AND NO/100 DOILARS ($5,000.00) on or before
May L, 1952:

TEN THOUSAND AND NO/100 DOLLARS ($10,000.00) on or before-
May L, 1953.

TEN THOUSAND AND NO/100 DOILARS ($10,000,00) on or before
May L, 195L: :

EJGHTEEN THOUSAND SEVEN HUNDRED FIFTY AND NO/ 100 DOILARS
($18,750.00) on or before May k, 1959,

The intent of this provision being that Second Parties agree

to and must pay the above amounts to Mary Lawler, through the
Escrow Agent, whether or not said payments are made from the
twelve and one-half percent (123%) royalty payments herein
provided or must necessarily be made by additional cash payments
by Second Parties, to be treated as advance royalty payments.
Failure of Second Parties to make the payments to Mary Lawler

as above required shall constitute a default as to the entire
lease and option agreement, PROVIDED, HOWEVER, THAT the said
Mary Lgwler may, in writing, agree to alter or ament said
payments or extend said payment dates. Nothing herein contained
shall be construed as impairing the right of Second Parties to
abandon this agreement without liability to make the payments
aforesaid, should they so electe
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Upon execution and delivery of this Agreement, Second Parties
shall be entitled to the posession of the foregoing described patented

and unpatented lode mining claims, and every part thereof, and they shall

have the right to work, operate and develop the same in any manner and by





such means as they may deerﬁ fit and proper and to extract, mine, mill and ship
for treatment or other disposition, the ores and minerals therefrom. Second
Parties agree that all such work shall be done in a good and minerlike manner.

It is agreed that beginning immeédiately after execution of this agree-
ment, and during each and every month therea.fte;r, during the term of this
agreement, Second Parties shall do and perform not less than sizty (60)
eight-hour shifts of work per month on said "black Pearl lMine" afore-de-
scribed, weather permitting and if not prevented by acts of God, strikes,
insurrections, rebellions, governmental restriction or other conditions
beyond the control of Second _i_"ér'bies. The monthly shift obligations contained
herein shall be cumulative.
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First Parties shall promptly pay all taxes which may be assessed on or
levied against the foregoing described mining property for all years prior
to the second installation of taxes due and payable for the year 1950.. Taxes
beginning with the second installment for the year 1950 and for all succeeding
time there after, .provided that Second Parties have not abandoned their interest
hereunder, shall be paid by Second Parties. Failure to pay said taxes shall
be considered a default hereunder.

First Parties agree to convey the afore-~described patented lode mining
claims to Second Parties free and clear of all liens and encumbrances and with
Warranty Deed and Warranty of title. First Parties agree to quit claim to
Second Parties all of their right, title and interest in and to the afore-des-
cribed unpatented lode mining claimes.

v

Second Parties shall promptly pay all debts and obligations incurred or
created or on account of any of their obligations hereunder, and shall keep
said property and mining claims clear and free of any and all liens and
charges of every character, including all damage claims for injuries to

employees as well as claims for labor materials, supplies, equipment and
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other charges: and in this connectioﬁ, Second Parties shall record, post
and keep posted, pursuant to the provisions of Section 62-210 of th; Arizona
Code Annotated, 1939, Notices of Non-Iiability on the part of First Parties,
First Parties to execute and furnish such Notices of Non-Liability:
PROVIDED, HOWEVER, that nothing herein contained shall prevent Second
Parties from borrowing money and pledging or otherwise encumbering their
rights hereunder as security for such borrowing: PROVIDED FURTHER, HOWEVER,
that Second Parties agree that during the period hereof they will not
mortgage, sell or otherwiéé encumber, or dispose of said éroperty without
first giving First Parties notice of their intention to do so, and further
that any such encumbrance or disposition of the property, or any part thereof,
shall be made expressly subject to the rights of the First Parties hereunder.
i

Second Parties shall do and perform within the time requiréd by law
the annual labor or assessment work on or for the benefit of the unpat-
ented mining &laims hereinbefore described as are necessary to comply with the
laws of the United States and the State of Arizona, and upon completion of the
annual labor for any particular year the Second Parties shall furnishe the
First Parties, for recording, on or before June 15th. of each year, and
affidavit showing said work to have been performeds PROVIDED, HOWEVIR, that
if this Iease and Option is terminated and canceled at any time during the first
six (6) months of any annual labor year, that is, at any time between July 1,
at noon, and the following Jamuary 1, at noon, the Second Parties shall be
relieved from dhing the assessment work for that anmal labor years

Vi1

Simultaneously with the execution and delivery of this Agreement the
parties shall execute and deposit in escrow with the Bank of Arizona, an
Arizona banking corporation, with its principal office and place oB business

in Prescott, Yavapai County, Arizona, with escrow fiiing fees to be equally





shared between the First Parties and Second Parties, the following
instruments, together with proper escrow instruction to said Escrow Agent:
A, Executed copy of this Agreement:
B. Warranty Mining Deed of First Parties covering patented
lode mining claims, title to such property to be in First
Parties, free and clear of all liens and encumbrances:
C. Quit Claim Deed of First Parties covering the unpatented
Lode Mining Claimse
D. Quit Claim Deed of Second Parties quit-claiming to First
Parties all interest of Second Parties in and to the "Black
Pearl Mine" hereinbefore described.
As and when the said purchase price hereinabove set forth shall
have been fully paid by Second Parties to First Parties and Second farties
shall not be in default in the performance of any of their agreements and
covenants herein, said escrow Agent shall deliver to Second Parties, or their
assigns, all of the foregoing described instruments, and First Parties,
shall thereafter have no further right, title or interest in and to the
property, and said instruments asbove-described, and this Agreement shall
forthwith terminate. In any other event, said Escrow AYent shall deliver
the said instruments to First Parties, )
Second Parties may, at any time, abandon this Agreement upon
thrity(30) days written notice therof, delivered to First Parties at the
banking office of said Escrow Agent, Prescott, Arizona, and all parties
hereto shall thereupon be relieved of all further obligations hereunder. In
the event of such abandonment or forfeiture as hereinafter provided, Second
Parties shall have the right to remove from said "Black Pearl Mine" property,
all machinery, tools, and equipment of every kind and character that they
have placed thereon, with the exception of timbering, rails, ladders and
pipe placed underground. Said removal shall be made &within ninety (90)
days after the effective date of any such abandonment or forfeiture. If not
so removed, title thereto shall vest in First Parties. In the event of forfeiture
or abandonment of this A reement, and all moneys which have been paid to the

First Parties as royalty payments, or otherwise, shall be long to First

Parties and shall be retained by First Parties as rent of said premised and

aa T35 Adated damaces. or elther.





Tn the event that Second Parties are, in the opinion of First Parties,
failing to perform the mining work in a good and minerlike manner, or failing
to perform in accordance with the requirements of this Contract, or in any
particular, except the making of money payments, undess the amount due First
Parties from Second Parties is in dispute, Firsf Parties shall give Second
Parties written notice of the condition or conditions which First Parties
consider are not being fulfilled. If Second Parties fail to make good such
deficiendy, provided the objection is properkand‘within the terms of this
Agreement, before the expiration of ninety (90) days from the date of delivery
or mailing of said notice, or fail to make the payments as provided herein,
unless the amount due is in dispute, then this agreement shall, at the option
of First Parties, terminate and First Parties shall have the right to re-enter
and to take possession of said mining claims and Second Parties agree to give
up, relinquish and give over the said mining property to First Parties, in
which event Second Parties shall have thirty (30) days in which to remove the
personal property as hereinbefore provided for and under the same conditions
as hereinabove set forthe
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Second Parties agree to keep a true and correct record of the
production, reduction and disposition of all ores or other materials minéé
milled or otherwise handled by them under this Agreement, which records shall
be open to the inspection of First Parties, or their representative, at
all reasonable times. First Parties, or their representatives, reserve the
right to go upon the mining claimes and property herein described for the pur-

pose of reasonable inspection.

-

Time is of the essence of this AGreement, it is understood and agreed,
however that Second Parties, at all times mentioned during the period of this
Lease, and exclusive Option, shall have the right to pay said rental or

purchase price on a royalty payment basis, in the manner and at such times,
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as hereinabove set forth. And it is further specifically agreed that Second
Parties at all times during the period of this Lease and exclusive Option shall
" have an option tobpay said rental or uprchase price on or before the expiration
period of this Lease and Option, and the option to pay said rental or purchase
price out of moneys separate, distinct and apart from said royalty income paymentse
X

Tt is understood and agreed that this is an option to purchase coupled /
with the right to operate and that Second Parties may at their.pleasure
surrender said properties back to First Parties upon giving the notice here-
inbefore provided for without further obligation hereunder, subject to the
requirement that they shall perform all obligations which have matured and
are owing to First Parties prior to the giving of such notice of terminatione

p:al

The delivery of any notices or papers required or permitted under this
agreement to any one person being a member of either First or Sgcond Parties
hereto shall cons$itutes delivery and notice to all members of either First
or Sécond Parties.

Delivery or notices, unless otherwise provided, may be made or given
by registered mail, addressed as followss

First Parties:
John Lawler
Prescott, Arizona
or .

J. E. Harrington
Phoenix, Arizona

Second Parties:

E. A. Scholz
Bagdad, Arizona
or
J. H. Cazier
Bagdad, Arizona
X11
The parties hereto agree to make, execute and deliver, or cause to be made,

executed and delivered, and to mutually assist each other in the execution and

delivery of all papers, deeds, assignments, releases, waivers, notices or any
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other instruments that may be necessary or required to carry out the
terms and conditions of this Agreement.
111

The provisions of this AGreement shall extend to and be binding upon
and inure to the benefit of the heirs, executors, administrators and assigns
of the parties hereto. In this connection, First Parties specifically agree
to recognize ané\ assignment of this mining Lease and Option Agreement by
Second Parties to any corporation of Second Parties's choosing, whether said
corporation be now in existence or be chartered in the future.

TN WITNESS WHEREOF, the parties hereto have executed this Agreement
the day and year first hereinabove written, in quntiuplicate, each to be
considered an original.

John Lawler

Mary Lawler

James E. Harrington

Kathryn I. Harrington
First Parties F., H. Lyons

Mary ILyons
Joseph W, Walton

Florence W. Walton

E. A. Scholz
Irma R. Scholz

Second Parties -  J. H. Cazier

Dorothy L. Cazier
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Hilleide, Arisons
% Hilleide Mines, Inec.,
April 30, 1938

¥r. H, L, Willilll,
Present.

Desr 3ir:

ﬂimbﬂnhupulm«rymonmlIuleﬂwchm
Mining Claims in Yavapal County, Arisona. The inspeetion of the property was made
April 12 to 23 (imel.) 1938 by Mr. W. W. Stephensom and myself. Assay results and
other data are not yet avaiisble, hence this "prelinminary report”,

Every detail (exsept one plot of claims that has since been. amended) whish has been
poesible to chesk of the work of Mr, M. R. mmaminmtoitawcmqmwn-
restaess. Details will be given below of additicmal checks to be made., Comsequenatly,
data nmmhhdum'mtionormm‘-oam Pearl Group® will be wsed
in variens calculations made herein. Only in case of marked dissrepancy in aversge
assay results (whish 1 believs highly improbabls) will the final report differ in
substines from this preliminary report.,

SUMMARY 1
-1l One very strong vein has been superficially developed on the property.

2, The shallew workings (at no peint more than 70 £%. below the surfase and
minly mweh nearer the surfass) from 1900 feet of length of this one vein
have prodused a resorded 59 615 1b. of wolframite which sontained 708 WO3.

3. Tetal recorded production is 62 100 pounds.

b Various other strong veins outercp on the property. Wolframite can be found
in several of thess outcrops. lmattm-nhorm-hnbmdunhpd
sufficiently to deternmine their value.

5. Sinse the abeve recorded produstien, 180 fi. of drifting has boen dane,

This drift wvas mainly in sulphide (!o&)mmﬂdmuuuampato.m
W3 and averege width of 4.2 ft. mmmmmonmm
106 ft. It is noteworthy that the averefe WO3 eontent of the oxide ore
eheoks very closely with the reported average W03 content of the sulphide
ore after serresting for enrichmsut by subtrastion of Fed2.

6. There are no seriows natural obstacles to the suscesaful exploration,
developament, and exploitation of the property.

7+ There is a reperted possibility of finding good silver ore at scae place
on the property.

8. Present reserves are caiculated at $67,000 net operating profis.

CONCLUSIONS:
1. The future price and market for tungsten is the greatest fastor of uncertaine
: ty in my mind, Itantisfut«rymk«ttwmuutmuummbo

sxpested, them:
2. The pregram for development which is outlined near the end of this report
is reconnended

3« A total eapital expenditure of $200,000. will be required, Only a few
thousand will be required for imitial exploration, Additional amounts will
be required only upen eatisfactory results from the vompletion of sach
step until w-mtznmmtwmmmupmmomu
satisfactory operstion.

h. Based on assumptions given herein, an exesptienally profitable operation is
indisated, '

Drawing No. 2 shows the genersl location of the property. Drawing No. 1 gives
the exast locatien and ties to legsl subdivisions of laad. it will be noted that
thmmupltmtcdcuhamsunpamudchm. Each elaim is of the full
size of 20,66 acres. The vein, from w-ich practically all production to date has
baen obtained, is coversd for a length of 6000 feet by patented claims., There
are also certain mmunumt.wmmmmumwmx
Group whish are not covered by the Group,

The question of title, ownershi;, and terms for operetion and or purchase vas
ot studied in this examinatisa.
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. Assording to & report by &, Wood, the elaims were located in 1914 by Mr.
Willian Conners. It is evident from tye present oondition of the mine werkings
that oporetion was wnder the "lessee system” ~- whethar by the ocwner or by actual
lessees, D;'Mhmtthatmunmmt“nhpdm ted aystematicale
1y Wt rather with a vi«atobmmautthmtmnm h the minimun
sutlay of effort. Itmfmnmm‘wtiumhmcny,ummh
‘the bottom of the shaft instead of Roisting it by hand. Inadequate tixber was used)
and so on, m-mmawomammummmmmmumm
tnnthmmhtdrumhrmum»pmuu. The advantage is that jy the
nature of eperetiom, the workings were shallew. Hense the vein was explored over
amwmumapmmmamnmmmu«w«hnmm. The dis-
advantage is that the value of the beinm at sonsideradble depth has nsver bdeen provea,
mntm.manum.mbm«m(mqnhvmmumsmw).

The past produstion of the property is shown in detail on the attaghed "Seot.iom
of Workings on Black Psarl Group® by H. R, Wood. 4% present quotatioms, the value
would be slightly in exeess of 40,000,

The Hlack Fearl Group is in a greaite formation. Various large granite

pepmatite dikes qut the grunite. The veins are largely quarts with nmseovite
in almost pure veinlets in places. The vein material esa well be designated,
greisen, Numercus large vugs from whish pyrite has been weathered are to be found
in the oxidised sone. A sarsfully eut sanple from an oxide dusp centained 5.T% Pas
that frox one dump 1C.57 Fe and anoth:-r sulphide dump 15.0f Fo (average
swlphide 12.9% Pe). Mmﬁdmnmdnmu.ﬁinmw
weathering of FeS2. The aversge of 180 faed of drift in sulphide 1s given as
0.784% WO3. Caloulating this to tiwe oxidised material would give 0.928% W03, which
checks remarkadbly well with the 0,922 X reported by Xr, Wood. Two important
conclusions ean be drawn fro. the above:

1. Reported assays of 03 sgres exeaptionally well with themselves.

2, The greatest depth yet obtained(though still very shallow) shews

B0 trend toward 2 desrsasing W03 content of the original veia materisl,

Very fov specinens wers found wherein the wolframite otourred as small(10 mesth)
particles in a mass of pyrite., The So:xmen mede wns as pisces of wolframite ia quarts
or xuscovite from 1/4" &r 3/8" to 1 1/2", Mueh larger pieces are reported and
1 found seversl larger pies:s in recan\ly eawed vein material,

In addition to the massivs minerels nentioned above, namely: quarts, musaovite,
pyrite,wolfranity, awmercus other mineals were found in lezser amounts,
Flourite apparently worked into the Joints of the mranite. A few largs erystals
of nisrocline were found. A few specimens of bhsmthinite(oarrying 30 ox. ag.)
wore found in the sulphide dump., Numarous smll aggregates of molybdenite were
found in the sulphide dump (assay-rummwm). 8ilver assays of
several hundred ounces per ton are reported but I do not kmew from whencs they cace,
Gold and mmulmwmmdsmmmlo-twuwmmmMmrml
amounts were fougd im those sau les.

The elevation is guessed »s near 6000 feet. This indicates a more agreesble
sutker tempersture than in the lower regions of Arizena. Also sonsiderable
snodfall is reported for some winters. Serub oak and similar brush, rimien, Jwiper,
and cedars cover the property. hrppinoaammmnomwuénp‘odm
8 miles north, A smamill is said te be operatin 1n the pine timber. Lumber and
nine timber should be readily and sheaply edtainable,

™e property is semnected road with Presectt Arisons(sce drawing 2).
Unfortunately, mmumazuamaammmmmurcne
whiech has besa sonstrusted ntirely tee stesply~egrades as steep as 119507,
Using & Sructer it weuld be possidle se &% squijinvent for exploratien to the property,

to be built into the property. Also the road asross the malpais nesss(lava Llats)
:mmmmmmwmewm'Mnmubuummmu
descaposed granite for satisfsciory wet weether Sravel. In plades the road asross
th.manhwldbtnmmmodmdcmmto the tops of the low rigges. The
mesa read is prodably six miles in length. Im no plage are sxceptionally difficult
mountain road building probless snoountered. It is ne known just how amugh of this
road Tavapai County would eonstruct sneuld it be demonstrated that work on a large
scale is $0 be dene on the projermty. _
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asible sources of water for milling:
'l’r.creﬁrgosgig 1ity of devzloping water in mine workings.
2. Loeo Oreek-- shown on drawing l.--quantity doubtful
3. Soulder Croek— scue 600 feet West of Blakk resrl Cluim lo. 8. and
probably will be sufficient at all tices,

The lower tunnel was daved aboub 100 fset from the mouth and was filled wita
witer banind the e¢ave., It is very desirable o bave this ground tlubered and the
debris removed go thal the 130 fael nearsst the face ean be sampled ascuretely.
Sampling this 180 faet whould ;ive a vslusble check on reported results and, as it
is the deepest point now acees:ible, should give the best ladicator we uow hase as
to the prospects with de;th, :

ks no mine weorkinge were o' i for a sufficient distanes to warraat systematic
sampling, the program consisted of dampling some dumps, & oul across both walls
of 2 shaft snd samples from various outlyimg shallow workings Lo detornine the
extent of thed distribution of the tungsten, Because of teh very spotiy nature of
the depesit, 1.6, large pleces of barren quarts and large pleces of wolframite, it
wes necessary to cut samples weiyhing frem 50 lbs. to 175 1lbey, thea carefully break
sll materisl down to 3/8% or less before redusing the quantity of ample with & rif-
fle. Assays have mot been reseivad to date. A further description of each sazple will
be made when the Assays are reporiud,

No metallurgical tests have Leen made. The character of the ore would indieste
that recevery on jigs should start at & rether cosrse size (say 3/8"). It is quite
Motm;mmhqmmuyddmtmmxmhmcwun“A
corrse siss, Middling predusts will have to Le grownd finer ia steps (say to 10 or
20 mosh)., The resovery msthods will be jigs and tables. Flotation will prebably be
useful in reseviag pyrite from the wolfremite ccncentrate. Should the molybdenite prove
to be in paying quantities, the izils from the tungsten aill should be regrouad and
fionted te recover the wolybdenus.

As stated in preceeding parayrorhs, operstions at this property have not beea
of susch & nature that an ore reserve would be ereated. The work done 4n 1936 was an

exseption,

The following figures are made from ths data on "Seetica of Workings on Black
Pearl Group” by #. R, Woed, Vein areas marked in green have been salected as balag
reasonable to assume as ore rese¢rve of the average width and analysis, vis., b2 £,
wide csataining O,¥84% WO3. Each square on the sestion is 10 ft. by 20 ft. g 200 sq.ft.

106 x 200 » 21200 sq. f%.
m:lh.Zchwo ft.
89040 x 12 = Tk20 tons & O,¥RiS W03, ,

The data given on the sams drawing indicate 6475 toms of dump material conmtalning
0.4k25% W3 (0.33% resoverable at 75% recavery).

The greatest uncertainty in caloulating the valus of theae reserves as well as
ealculating the poassible outdems of operatiem of the Black Pearl Group liss ia the
future price of tungsten, No doubt essh reader of this repert will have his own ideas
&8 to the future price of Sungsten., In whish ease the finansial outcome figures will
be changed avcordingly., A figure of §$20.00 net per wald of W03 is herein used,

Only on theing san be said in defense of that particular $igure, vis., it is slight-
1y below present published guetations at a time when stesl operations are at a low
obd and other metals ars exgeptionally low in price.

The question of costs is als: & faster in the equation from wheih net profits
are derived. Taking into eensideration that the vein is fairly wide, dips st )
has granitc walls, aad wowld not be sorted undergrownd, it is hoped that & fairly eheap
shrinkage stope mining method can he used, Also it seems protable that considerable
goarse quarts can be disearded 2= : alean final tailing esrly in the zilling proceas,
thereby making low milling eests per tom, Construstion costs sre assuned which will
put the property into prejer shaps for efficiemt operation. The assunmsd basis is

100 tons per day.
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Mining and Jdevels uaent o UU per tom
¥illing 1.00 per ton

Overhead and taxss 2,00 " "

: Total o;erating cost N s I

The dunp material is caloulated at:

Cost to plage in will bins £0.50 per ton

¥i1ling l.oo o

{Uverhead poo»
Total cost duiys . per tons

The recevery cn newly ninei ore is sssuxed to be 80%: on dumps 75%. At $20,00
net racelved per unit of W3  resent reserves would show the fullowing operating
profit per ton:

Present ore bloek 72 tons st $5.50 $40,810 Tetal eperating
. prefit
Darnps 6475 tons 2t 14,10 _%g.zgp___ " »
Total operating profit on presest res. 75350,

Consarvetive businesz c2lls for sufficient nre ressrves t¢ be blocked out to
refund the tetal eapital sxpanditure. The following pregran is sutlined to vrovide
75,000 tons of ore reserve {(csvu.ice 75% of th: wvein matarisl ensountervd wiil be ore
of 07848 WO3 and with of 4.2 fuat). 75,000 tons will provide alightly more than
two years opuration at 100 tens ;sr day. Drawing 4 shows a proposed plan of
asccomplishing this development. it will be noted thal tris proposel leaves untouched
a lot of ground to the esst whieh can very reasonably be expecied to yield ore,

All ore found in this area, that below the tunnsl level, and other favorable places
wiil add to the aalixzated net proiit from the operation. The expenditure, net including
sost of eguipment for this preposil would be: ‘ ‘

Crosseut (sec drawing 7) 1255 feet £$l0.00 #12,500,
Drifte (see eruwing 4 L1700 £4. = $10 17,900,
Raises (sse drawing 4) 70 fest * $7.50

Total 3"3

Uiven below iz a vary rough estimate of total capital required to place the
property on an operating basis. it should be notad that the $35,000 for developcmeat
is a prepaid development gharge wtich ls included in oporatiag eoste but for whieh
funds must be provided before ep-rition starts. The refund of that amount is
inclued in asswured "Mining and devologment" costs.

Power $35,000,
Kins Developuant 35,000
| 1B83 75,000
Kining ¥achinery and Shop 22,500
Road (mine proportion; 10,000
Cffiees, bldgs., watur suzply 7,500
kisel not inslued above %g{cm

Total eapital swcessary

Deduct prepaid development a —35,000

Amount whish nst oparating

profit aoust raefund $165,000

A1l of Lhe susumptions made above show & net operatieg proft of $412,500.00 for
75000 tons of ore., Also the purchung price of the property mist soms out of this awownt.

The logloal steps in the developuent and exploitation of the Blask Fearl Group

seex to we to be the following (se2 drawing &)

A. OQpen tho lower tumnel and carefully chedk the figures on the last 180 feat
of drift, 1f these check, then proeeed with;

B, Without s.encing aay moue; or roads, take a poriable sompressor and supplies
to the property with a Caturpillar tractoy, Continue driving the present
lower iunel for snobher (. feet (cost $6000. pius equip-ent). rrovide
sazple crush:ag equipsent to sampls very eirefully all material cbtained
i:om drifting operation. If the results frum this work hold up to expectations,

eat o

C. Qlamove compressor and equi;-snt aleo additional equipment to the erosseut
tunnel site{ ses drawing 7}, and drive the 1255 fi. crosscut tunnel. Then
drive lower drifte and ruises(see drawing &4). During thsi period rua
metallnrgical tests, deaign zill, make road survey and have all details ready
to go into exseution as soon as "C" is completed satisfactorily.
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D, Construct rosds, mill, shops, pewsr plant and other surface work necessary.
prepare shutes and stopes undergrowd. .
K. Start eperation and eontinue drifting oart.

Yarious alteratives to tiie above plan have been studied. breving 5 offers &
slightly more sonservative policy dut will cost more in the ead,

Additionsl dats will be given as soon as obtainable.
isspeotfully submitied,
(stgnad)

J.?. Frost,
. Eagineer of Mines

Hiilside, Arivens
¢ #illside Finaea, Inc.,
Hay 25, 1933

Mr. H, L. “11lisma,
Present
Dear 3ir: A3 c_pearl
ve have the fellowing asssy ceport from Chas, O. Parker & Co. of Deaver, Coloredo.

Sam; e No. 1 —-6%- —e

9012‘ Lrace
Q.M trace

(T %
.

trece
trase

0.30%
2,548

trace
' ' Srage
Betoraination for molybdenun wis requested on only two sanples.

‘The descriptions of the sbova samples and counento follow:

No. 1. This 4w a sample ol &i oxidized ore dump at the blagksuitl shep level.
soveral cuts wers takea from the zides aod fage of the dump after local surface ooneen~
tration affects had been removel. Alsc several shallow pits were suai va top.

There were not aday large bovlliers an this dump. A samle of abont 175 1b, was vaken
and broken down to &hout d/k incn before redusing by means of a riffle. This dump

is enly one of muny included in .ir. Hood!s averaze of 0.A4% W03, Tno above aseay of
0.60% WO3 merely indicates the sversge of O.yhf %23, used in the e:lculetions sounds
reasonadle, ig 1s material wiich is toe rejeet froo nand sorting.

No, 2 This io a sample of & small svlphide are duosn, The figure of D% w3

4s somevhat lower thun was exjsciud. Tweo possible reasons stand out:
A, It ir revorisd that ile sunuel was driven somd distance in 1936 before
good ort was waceuntered(see sample 3). “
B, It is known tlat considerable hand sortiny from these duspe has taken
place, and it is ruporeed tuat this partigular dunp was also sorted as it was
made, . :

Noe. 3. This is a semple ui' 4.6 larger sulphide duwp Just below {o. 2. i% has
alsc been sorted somswhat. ol W03 remaining from A reported eriginal vein content
c{h 2.?6&} 9;2% is only slightly lower than should be axpsoted. (see note at wsnd of

3 repo .

O3 ONRE





No. k. This is & sample from the dissovery pit on Elaek cearl Claim No. 8.

(see map Wo. 1), An inapection t1ndicated that very little wolfreaite could be wean
in the material now accesaible. Sample No. & was taken to prove ar disprove this
point. Result was " trage"/

No. 5. This 4{s & sample from the diseovery pit on Hlack Pearl Clainm No. ¥, (See
map No. 1). It was teken for the same reason that sample Ne. & wus taken, It
should be noted however that mrauimwm»ammummutmm
tion to expose the vein properly. 1t s entirely possible that, were LiRe solid vein
sxpose properly, results higher than the reported strage” would be obtained.

%o, 6. m:uamﬂOdmsou.mmde’ﬁ.mmhm:

of the shaft "e* (susmmofwornwumokM1M). It was taken 1A f£%.
MW@M&!WM&&@“%MMMWW&N.. This part-
isular spot evidently was not whai the old operstors considered good ore bessuse it

was left in place while the bein byiow and to mvm‘mmummly " gonged
out®. lu syite of this , howevir, it should be noted Lhat 0.808 W03 comparss well

with previously reported Aversyes.

No. 7. This is a callestion of various plewes of fload and old dump from Nerth Side
Claim No. 3, mpproximately 150 ft. nerth east of the bk ft. tunnel (See map No. 10.
Apparently there is another bein or possibly two veins which have not been explored.
This can be considered a collection of specimens at this peint which show the presence
of tungsten and not ss a trus sam; e, The assay was 2.54% W03,

¥o. 8. mlhunsplcots‘lft.ofthofmootthoto-ﬂ.tmlmwsm
cmllh.SMoauph.l. meot"t.nu'muwmumsmytmmd
was stepped ab this point. However, wolframits can be found on the duxp, so possidbly
this was a barren spot in & vein wrich head besn carrying tuagsien,

Neo. 9. This s a sample of 0.4 £4. of the face of the Lh=ft. Yunnel on iorth Side
Olaim No. 3. The assay was “trace". The notes regarding sauple No. 8 apply to thie
sample also.

In sonclusion 1 may state that Lhess preliminary results add strength to the
assmptions medo in the preliminary report of April 30, 1938, Samples 1, 2, 3, and
6 ave sspesially indicatiye. Stop A. in the reccmendations of April 30th, nsmely,
the scourate sanpling of 180 feel nearest the fase of the lower tumael is the next
Job to be dons in the uplonuonofmmckmlmup. The vein bsing naturslly
spotty, ss formerly wplained, will require a quite short sampling intervel to give
agourate results.

Respectfully subuitted,

J. ¥, Frost





«

\

¢ @

(cory)

REPORT OF THF BLACK FDARL
TUNGSTS MIWE
YAVAPAT CCUNTY, ARIZCNA

Forcoward:

The purpose of this report is to present as Briefly as possible, the information
and data I have acquired as the result of my study and examination of the Black Fearl
property which with the tunnel sampling extended over a period of several months sin-
cluded are the results and deductions therefrom.

The sampling was partly under my direction. The surveying done for the map
of the tunnel and profile was done by me as was the patent survey. In fact, it was
uiiile moking the patent survey thet I first became interested in the preperty; and
thought of its possibilities.

I have not, in this report undertaken to recommond or to outline a method of
mining ond development or to estimote what this cost might be. There are nfy factors
entering into these questions and entail more stucy and investigation than I felt like
giving the matter ot this time.

There are difficulties to oversome and problems to work out, particularly in

regard to the method of mining and the development of water. But they are not
beyons the ability of gz-od miners and engincers to solve.

Summary and Conclusions:

The main vein of the Black Fearl is an unusual and promising occuryence of
Wolframite(tungsten) havinz a Strong and well definod outcrop, averaging 3 feet wide
and 2030 feet long. A 560 foot tunnel with an estimated 8000 tons of ore doveloped
has an averagze assay of from 0,7 to 0,9 W03 with an approximate net value of £56,000,

Probable ore, = ore indicated between the outcrop and a level LO' below the
present tunnel level has anproximately 72,000 tons with a net volue of apnroximately
holf 2 million dollars,

The owners and lessors from 115 to 1933 have mined amd shi ped 52,000 pounds of
tuagsten having a remarkable average of 707 by hand sorting. Most of this came ’
from shallew workings all along the outerop. This ore was mined and sorted Ly hand
an% nacked dowm the wmouatain. »

It is an interesting fact that no capital has cver been put into the nronerty.
foads, trail, buildings, tuancls ete. have all been Tincneéd from the sale of Tungsten;
with, I understand, a good profit left for the owmers,

The market for Tungsten hes been steagily increasin - for the rast L yoars to.
the preseat price of (20,00 per unit. A unid be'nz 20 pounds or 1/100 of a to n for
a stondard content of Tungstic acid--60g W03, If the supply from China should be
cut off Tunzsten would coimand a high price in this country. Wnile consideravle
‘olybdenun i being used as an alloy in themanufacture of steel 5t docs not take the
plaze of Tuugston for hizh speed tool steel.

Because of the purety of its woiframite the Black Fearl product, I wndorstcead
can be sold at a premium tirect to steel companiecs, under contract s rather than to
buyers.,
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The vein shows not only umusual lengbh but a remarkable persistence in width
throughout its entire length. The geological indications and mineral associationg arc
favorable as are in the physicol indications,

. The mystery is that the property has not been snapped upn before nov. The
answer to thaot is--1/2 of the ownership has reopeatedly refused to sign up with anyone
under any conditions, :

I believe the Black Pearl property is one of unusual merit with real nossibilities
and that it nay develop into one of the greatest tungston mines of this county it it is
property handled.

Ceneral Informotion:

The Jlack Pearl property consists of 11 pstented and 5 unpatented lode claims,~-
Tineral Survey lo. L186--located in the Bureke Mining District, covering parts
of Section 7,8,12,13 a:d 18, T 158 2 7 ¥, Yavapal County Arizona. It consists of
the Black Pearl and Uorth Side groups as shmm on the claim map included with this
report.

The mine is located 57 miles via the Williamson Valley and Camp VWood road, in a
aorthwesterly dircction from Prescott. At 25 miles from Prescott the road turns left
and vesterly onto the Cemp Wood Foad and in 15 miles is within the pine {orest of the
Camm Wood country. AL mile 16.5 the Tungsten Mine read leads southorly from the
Camn Wood Road. Thus far the road is very good, negotiable easily in twe hours, The
road fron herc on is over a winding ungraded and unsurfaccd road over a "malapai®
losa of varying grads. At mile 5l the road reaches the rin of the Mese. Below and to
the south lics Bear Flat and the head waters of Loco Creek. TFarther south stands
Tuntsten Mountain like 2 sentinal résing above the surrounding country.

The present road down from the Mesa rim is very stoep fora s hort dipntance, having
a grade in nlaces as kigh as 23%: but vhen the road is in good repair can be nepotiated
with a goodcar or light truck. This road could easily be carried more grradually down
the side of the iksa. It is two miles from the top of the rim to themine camp at
Boar Flat; Sfron hore it is one mile by a good trail to the main tunnel on the west
slope of Tungsten Fountain. This voutc is generally closed by snow cduring a part of
the winter nouths,

The OCC or some other alphabetical agconey of the government has sbarteda voad
which if completed will some within a mile or so of the property and would join the
road to Camp Woedand a saw mill. This would connbet the mine with Hillside, the
nearest railroad point; and is a part of the Hillside Minc road. The total distance
to Willside would probably be about 3% miles and the road would be open the year crounds
I understand the road has bren constructed as far aw Wild Horse Basin on Boulder Creck
within about six miles of the mine. This, I understand would not be a difficult road
to build into theproperty. Included v th this report is a map showing the location
of “he mine with reforence to Prescott and iilldide.

The clovation at Bear Flat is asproximately the same as Frescott, onc nile abeve
cea level, The wortal of the main tunnel is about 520 fect above Bear Flat or 5000
fect cledation. The top of the mountain ig 185 feet above the portal of the twmel or
amroxinately 6000 foct elevation.

The regional topogronhy L8 that of the irregular hich mesa platesu of Desalt or
ihlanail £louws, broken and distorted by~ earth novements and intrusions of granites,
pognatite, and other chrystelline rocks, presumebly of pre~cambrain origin,
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Tho property is located over the major part of Tungsten Mountain, which riscs above
the surrounding mesas.  The drainage i to. Boulder Creck and Ioco Creck at the base
of the mountain., Both creeks flow to the Sante Maria River byt by quite different
routes. ‘

line timbers can be obtained from a saw mill off the Camp Wood road about wo
miles {rom the mine. Tungsten Mountain has a scanty rwowth of cedar and winone

Water for domestic use is obtained fron a spring at the camp on Bear Flat,
Boulder Creck has water all year, although very low during dry secasons; showing only in
places as ruaning water. There is probably a fair uaderground flow even during dry
seasons, and I believe sufficient water can be developed for milling purposes {rom
Boulder Creek. If it was found advisable to build the mill at the mine workings the
lift vould be sbout 650 foob; the length for a pine line aporeximately 1,000 feoct.

Power would have to be developed as therc is no transmission line within reach
of the nroperty.

~The surface equipnent consists of a blacksmith shop, mine traclk, rail and cars
at the twmnel portal, two bunk houses gnd a warchouse at Bear Flat.

There are no mines operating close to this property, Some work hos been done on
a Tunzsten showing south and adjeinging the Black Pearl. '

Tue largest mines in this district are the Hillside and Bagcad, 10 to 15 miles
soutlnrest; shown on thelocation map included as a part of this report, Tre Hillside
Mine, a gold mine, has been a big producer. The Bagdad is a large low grade coppor
deposit in the devclopnent stages.. There ave mosy other smallor properties in this
scetion of the Bureka IGning District. '

History ond OGuwnership:

The property was located in 1911 by William Conuers. Iir. Homer 3. Wood and
Wiilian favler acquired a half interest at that time. Ur. Iawler dicd leaving his
interest to his vidow and son. ‘The preosent owners are: HeL. William, Joscph P,
Walton, and Milliam Stephonson, a total of < interest: Mary Lewler and dohn
William Lawler, the remaining u interost.

The title of the property is in good shape. The covernment passed on thst
before recently issuing patent to the property.

The property has an unigue history in that 21l cxpenditures have come out of the
profits. o capitcl has ever been put into the propery. The road, trail , building,
snall tunnel and chafts have all boon financed from the sale of ‘Tungsben, which wzs
sristed alaost fron the grace roots, hand drilled, sortedand shivped b pack busrTo
dova the mouatainand by truck 57 miles to Prescott. Thence by rail 4o ecgtern buyers.

Woneralization and Ceologys

The mein vein hag a longih of almost 6,000 feet with Tunsston shouing on the
cuterop for o distance of 2,000 feot. DBeginming at the shaft md the porial of tho
nein tunnel on the west slore of the mountnin, the outerop has bren oponed ur at
intervals along its entire length, cibending over the top of the mountain and down the
cast slonc.
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The profile mop made by Homer H. Wood, part owner abt that tine, and a2 nining
enpineer of cxecllent reputation, gives a very grephic plcture of the actual development
and production from this vein. Apparently, only the surface of this renarkable dopogit
has been scratchod, Mr. Wood's map shous a total of 62,100 pounds of Tungston mined
and shirped fron 1915 to 1935, having a most unusual high content of over 705 WC3.

This vork was all done by hand drilling and rather crude bimbering. IHost of the
oid vorkings are badly caved.

The work done by lessors is inclued in theprefile map by Ir. HWood, Their
mothod was to shoot very light and sort oub the coarsc tunssten undergreound. The balance
went to a sorting plati_?om vhere it was cobbed and sortod.

Mr, lood's map shows that 330 pounds of Tungston was mined from the shaft on
the north side Ho. 4 claim. See my clain map for loecvlon.

1,185 pounds of Tungsten from placer! sece map, cane from the side slope of
Tunzeten Mountainas a result of erosion Trom the ledges.

The direction or strike of the main vein 1s § 748, The dip almost vertical in
places e nd varying from 75 to 8598.U,

The width of the main vein varies from 1.7 to 6 feot. The measurements taken
by ne at sccessible cuts and in the min Hwamel ave shown ‘n the smell profile mep
sccompanying this rewort. IE is not possible to give a definite average from these
mengurements as they could not be equaily spaced. I believe that 3 feel ds o conscrvative
and {air average for the width of the main vein for a distonce of 2,000 £4.

The deenest shaft according to v, Wood was aboud 65 foebt, Tho main tunnel is
now in 560 fcot from the present portal: at the face it is 12 feet vertical below the
sur{ace outcrop. Bre was found L0 féet below the mmin tunncl in the stope off theshaft
ne~yw the portel and according to Iir. Wood's profile mep produced 200 pounds of Tungsten.
™is ls thorefore a dopth to vhich ore is indicebed below the present level.

- Tther veins found are indicatoed on the elain nep in color, showing Tuwagsten at
a mumoor of other workings on the rvonerty. There is Tunrsten fleat ovur a considerable
arca of the Horth slope of Tuogsten iuntein. The vein system hes not boen fully workoed
out but as eries of porellel veins is indicated. 4 holf nile tunnel from the base of
the mowttain vould cut the main vein at o depih of 5C0 foet belor thepresent tuunel and
would ilntersect other veins at lepgor depth. This poseibility is wrth investigaing
more fuily.

in the form of wolframite, & tungstate of iron ond mangrnese,

The Tangsten occurs
mebedlic lustor  Henee the name Black Pearl.

blaeck in color Txith &

The Cangue material, that is the material agsocliated with the tungston imthe vein
18 larsoly quartzs, nica, md pyrite... Voins of this tiype are classced 28 hi~h tewscroture
dopozilbs, resulting from the metemorphisy of tho granititc and pegmatite. "Such
metomorphic products vhen essentially consisting of quarta and mica arve called"sroisene-
Homp. '

A vegmatite 1s cssontially a coarse gra'ned granite ia which the constituents heve
cryvotollized into large crystals, duc to slow cooling under great heat and pressure.
Asgociated are mony rore mincrals. Cooslterite or tim ip mined in Coffney, South
Coroling ‘n Permatite: also in New South Wales, greisen in Pegmatibe containg cassiterite
assogigtad with wolframite {tungsten) and melybdenite. Lindsren Miinerzl Deposit,?
paze 769
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Becauge of the fact that welframite and cassiterite are commonly associated in

. pogratite (ykes of this character and fermation, sec Lindgren, (Pege 621-T6L) there
38 ot least a posoibility that casseterite will be encowntered with further development in
é@?tho . :

olybdonite is preseﬁ‘b and shows in meny of the specimen samples taken, It may

be practicable to recover it in the milling process.

Lnother rare mineral found ot one of the cuts on the outcrop was bismuthinite,
As stated, a samle I tock hore assoyed 245 oz. of silver per ton, This was at the
cut shoun on the claim maop at the intersection with the Hematite vein.

Because of the manner m vhich deposits of this character were formed it is not
unressonable to assume that the veins will have considerable depth., Dspecially so
considering the length of the cuterop and width of the vein,

Samgl%" H

The results of the sampling undertalion under the dircction of M. JScyre and my-
sclf in 1936 ave fully shown on the assay map of the main tunnel.

The tunncl had caved in places and it ugs necessary first to clean it out and
retirber to the face--301 £t,

Tt wos decided that the best way to sarmle would be to advance the tunnel a
definite distance and get a wniform cut {rom each cer. It was decided to shoot rather
heavy to break ony lerse chunks by hand while loading the car. The car was dunped
into a chute with o clot in i% about 3 inches wide, for the sample., This was dropred
onto a sheet iron covered nlatform where the savple was broken to zbout 1 inch by
hond, cofed and quartered to approximately 2 90 pound samwle.

These ‘hoad" sgples were taken to the samsling works at ¥rescott wherc they
were ground to o -« i inches gige.

A% the samler they were f£irst grovnd to ¢ = & inch. Mixed by a large Jones
splitter 3 times. Then cut once. Hejoct saved; other i ground in a cone pulverizer -
40 a sand fincness. Again mixed in a Jones sammler and cub by a omaller cone o
samnler to cbout a 3 to L 1b, sample,

The reject for the chute {that which did not drop Uhrough the slot for the
samles) passed to a sorting platform where the Tungsten was cobbed and sorted. The
reject from .08 or Ytailing® was sampled by tcking every 20th shovel full and this
sample coned and quartered to about 90 pounds for the "tail' samples, waich wes sacked
and run through the Prescotd sampler as described for the "Heads®

Lots 1 and 2 were hondled this way, while lots 3 to 6 inclusive were shipped by
freight direct to the assayer rather than heve the expense and tine of running
throush the Frescott samler. ' .

By more careful coning and quartering, the oize of the samples was reduccd o
aprroximately 50 pounds cach.

There were two miners and one sgrber doing all the work, hend drilling, mucking,
pacizing, ond trucking to Frescott. had taken 2 monthis to sarple Sk fect of tunnel--
representod by 53 heod samles and 2 tall samples.

Tt was decided to get in a portable compressor. In order to specd up thc werk
to see more of the vein, and to get more samples, we changed the method as follows:





Installed the compre‘ and a nounted jack hormer, 1Peased the force to four
men and a packer, changed the slot to a horizontal pogition in the shuts, installed
a small crusher to reduce the entire Slot--samrle to g inch, mixing and cutting
through a Jones sampler, or splitter. - ’ ‘

~This did not leave time for sorting. However, wbout 100 pounds of Tunssten was
recovered from the side of the dump by the top man, when he was not busy cubiing
sannles,

Semples of féur lots, shipments Hos. 6 to 10 inclusive as shown on the tunnel
sanple mop, were taliea in this way. It represents o Qistance of 126 feet of the
'hmnel.

A copy of the assay roturn for all the sarpples included in lots 1 o 10 inclusive
are a part of this report. A4 total of 126 samples from 100 feet of tunne Lo

The sanpling and work done in the tunnel showed that the walls, foot wall in
serticular, is soft and caved bedly in places., Thic rosulted in badly diluting the
sarple with vaste maderial oz is shown by the varisble "nunbers of cors® for the "foot
advance” in the table results, on the tunnel saxmle nmap.

To correct this I measured the turmel at regular intervals snd calculehed as
follows:. The averaze of all the scamples, thot is the foot assay value divided by the
foot odvance, equals 0,50l W03. The factor of 1.) is the ratio of the sarmle width v
to the acutal width of the vein, ihich, multiplied by the average of 0.50l equals 0.705:)
W03 a3 the value of the vein. Sce tunncl assay MADe

I carried this o little further with regspect to the last four samples, T measurcd
the area wined and determined the volume by using the prismcidal formmla. ’Seo table
at upper right hand vart of tunnel sample map. This gave o resuld of 0.725 w03,

Mr. Sayre and I arrived at a result of 0.784% W03 on the fivst cipht samples as
follows: BSce following page 12-4.

Ir, Hood calculated the total tons of ore mined to 1935 and determined the averase
as 0.9227 U03. This was largely from ore closer to the surface where the iron was
oxidezod and little or ne culphides ghowing, which would give a higher mor cenb of Vo3
and check fairly close to the 0,784 W03 average of the sulphides ore in the tunel,

The sarpzling indicated that the wolframite ic desseriinated all through the voin
but that it is more highly concentrated in lense or shoobs throughout the vein, and
Intimately associated with the quartz, pyrite and mica. lany large soliid pleces of pure
wolframite showing crystal faces were recovered. I have a gpecimen in iy office which
veighs 13/k pounds. A larze specimen wag given away, ‘%, Wood reports a cpecimen
whlich weighed ap roximotely 80 pounds, found wholly excascd within about § incies of
rmica on onc of the wallg. '

The sarpling also chows that if-is Imposgivle to mzke much of 2 recovery by bhand
serted, bub that the entire vein can be mined end milled with average heads of not less
than 0.75 Y03, Fany tail samoles, after the Tunwsten had been gorted ouh by hand, ran
high in cormarison with the corrosponding hoad sarple.

Ore De;oos:i:bs:

The ore developed by the wwin tumnel 560 foot with a vertical height of 120 feet
froa the face of the twmnel to the surface outeron, and width of apiroximately four feot
would indicate at least 8,000 tons of ore pertly blocked out after meking an allowance
for the ore already stoped cut.

For the "Probable Ore;" or the ore partly blocked out, I have assumed ore to
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a depth of L0 feet beolow the prosent main tunnel level. The horizontal length of vhich
is 2,000 feet and the average width ag stated, * have estimated to be three feet
(assuming 12 enbid fecp per ton of ore in place) the total orc sbove a level L0 feet
belou the present tumnel level would be 3 x.239,000 - 12 = 72,250 tons,

The "Probable Ore" is dependent on the depth of the vein. As previously dise

~cussed under geology, indications for considersble denth are roods If the depth and

length are equel 0 the showing of the outcrop, which ig entirely within the realns
of possibility, there ip indicsted an ore body of 2000 feet longm, 2,000 feet deep,
and three feet wide or the equivalont of one million tons of ore. Lven with tungsten
at the nreseat price this would be a first class bonanza,

>
4

Tonmace and Value nf Upes

Ore developed--8,000 tons. Ure partiy blocked "ou’i}, or nrobable ore 72,250 tong.

~ Possible ore, indicated by the length and width ot the outerop and the goology, 1,000,000

tong,

Using the conscrvative figure of 0,75 W02 and the rresent quotation of tungsten
A - ol A 2 - A ) Y
of 420 o unit for 60%:03. This 15 equal to {1k a ton ovo. Acguning 47 as the total cost
for mining, milling, development and transportation, there would be a net profit of 57

or a value as follows: GOro develeped 7 x 8,000 = (356,000, Probable ore, 7 x 72,750 =

$505,750, Fossible ore, T i 1,000,000 # §7,000,000, Ascuning the rroduction of 1,000
gona a month to stard, with 2 50 ton i1, the ore develomed rould be recorored in about
months,

I»ﬁn:?.zgg;:

As stated In ny introduction I will not avtampt to cutline the method of nining.
It is a matter to be worked out in a practical menner Dy experienced miners,

The walls caved quite badly in places in the present workings, apnarently the rosult of
surface vatcrs and oxidation. However, I do not consider it bad encugh to e 2 sorioug
obstacle or on_emponsive one, and may correct itsolf eatirely with crector depth below -

the surfaco, It may be found adviseble to leave nillars of low grade ore for cupport in

the stopes and these "pulled later.

I do not anticipate any trouble fron uwderground vetors, The vountain is drained
to the levol of Bowlder Croek, a vertical distance of €50 feet, to the indicated ground
vetor level. In the sprin~ there will be seme surface water to take care of bubt this
Will De of Little consequence as the wine is almost at the tup of the nountaine

Millings
A
& - - @ - ” . -
“he niliing voulsd be corparatively simmle. A combinntion of guartz, mica, pyrite,

and wolirardite con be eagily scparated by o sirmle wreeess of concentration, Ooarse grinde

ing folloved by jigs » Classificelion finer grinding, folloved by tables, + think will

. give a very ool recovery, Ferhaps some vrovisicn made for molybdemum, if found in
O Parias quaantiticc. lHovever, it would be advisable to have o terh run by a compotent
‘ ;

metallurgist before designing a mill,

In the milling oporction, i believe it will be found advisable to sort oub the
coarse tun;cten from a short sorting belt located between the bin snd the crusher. FPro-
bably the man at the bin and crusher could do this,

It roy s1so bo practical to sort out some of the large high grade pieces under-
greund as was done by the leasers, ‘





Phelps -8

Market for ‘ungsten: .. .- T

Tungsten is used largely in the steel industry ond molybdonum has taken its
place as an alloy in certain steels. I saw a letter fron the prosideat of onc of
our large steel companies stating that in his opinion nothing at mrescnt tosk the place
of tungsten as an alloy for high speed tool steecl,

~ The largost supply of Tungsten comes from China uhere it is choaply rined by
Chincze Coolies for exports. 3f daopen should cubt off this sussly or *f and when the
gource is axhousted, tungsten will commend a high price in this countsy. During the
Vorld War it recched a little over U100 o unit or L5 a pound.

Copital dequircments:

The initial development would congist chiefly of roads, water develapnend, a
mill, power, md quorters for the mcn. <45 stated I s nod presaroa to meke an estimate
of theue costs which of course, would depend on the scale of oporations and development
decided uron,

¥ vould consicer o Y0 ton wnit for o nill built so that its capacity could be
doubled, Vater rmst e developed to meet the size of the mill and other ncecs,

A road mmst Le bullt indo the nroporby. The best roube and cost is a matter of
further lavestization, :

1s there is no trensmiscion line clese enough, & nower nlant of somc kind rmst
be installed for pumying, mining, ond milling on nerhans senercte aaits for oach.

Prescott, Arizona : Respectfully subnmitted,
February 11, 1939 Signed) Harlow D, Fhelps, 2. il
0 ) C . { feristored )
thls report “neluded the Tollowing meps and copies © o { Profecsional )
of assay certificates: ' (  Ingineer )
{ Seol’ )
1zps: ( Avizene U.S.A, )

The maps included with this report arc as follows:

1. Location map, showing roads, etc. copied in rart, from the Yavapai Gounty Enzineerls
nap. _

2o 1y claim map, showing clains, tamels, ete, vith the outcrops of veing shown in colore
3. Homer Wood's profile mep of the main tunnel and production from 1915 to 1935, ’
Lo Iy profile nap showing arca from wirich the "Frobable ore’ was deteriined,

5. liy assay map of the main tunncl.

Sony of /ssey Certificates

Included herewith iz a copy made from the asgay retwrns of all sarples talten from
the main tuanel car sarmples as described. unde “Samoling b . . .
gfl‘he obOVE Was »nroparet. T a cony’ o%dIZr. Fhelis U ropbit.  The orijiasl signed

copyr of that report and the maps mentioned are not available except possibly by
vurchase from ir. Thelss)
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IMEA Form 7 ‘l’ y . L
(12-96) - | ‘October 21¥'1957
MEMORANDUM sy eof i Ww//ﬂ;/ OFFICIAL FILE COPY
Date Surname Code
To: Administrator, IMEA oS }$4¥1£7£: 2200
From: Division of Iron and Ferro-Alloys, IMEA 0AY Hean Do | ¥2°

Subject: Summery of Contrects and Results Obtained
Docket No., DMEA 3448 - Tungsten
Hillside Mining and Milling Company, Assignee
Black Pearl Mine
Yavepai County, Arizona
Contrect No. Idm-E763

Operetor: Hillside Mining and Milling Company, Box 248, Bagdad, Arizona

Operator's '
Property 4 ‘ é& s
Rights: The Operator controls, by assignment of lease from the V=
Black Pearl Mining Compeny, three patented lode mining )
cleims, owned by Jemes E, Harrington, Ksthryn I, : '
Harrington, his wife, P, H, Lyons and Mary Lyons, his . S
wife, John W, Lewler, Mary Lawler, Joseph W, Walton [
and Florence E, Walton, his wife, and leased to Edgear
A, Scholz end Irma Scholz, his wife, and J, H, Cazler
and Dorothy L. Cezier, his wife, The lease was trans-
ferred by the lessees to Black Pearl Mining Compeny,
and assigned by Black Pearl Mining Company to Hillside
Mining end Milling Compeny. The three claims, situated
in the Nw} sec. 18, T, 15 N,, R, 7 ¥,, Gila and Salt
River B, and M,, Yavapai County, Arizona, sre recorded
in the office of the County Recorder of Yavepai County
as follows:

Recorded
Claim Name U, S, Survey No, Book Peage
Black Pearl No, 1)
Black Pearl No. z; 4186 181  551=554
Black Pearl No, 7§,

Contract:
(a) Executed Februery 2, 1955. (Long Form, MF-200, rev. June, 1954)

(b) . VWork to be commenced on or before Merch 30, 1955, and to be
completed on or before June 30, 1956,

(c) Work suthorized:

Stage I consisted of preparing site for shaft, shaft house,
Headframe end hoist, constructing shaft house, instelling
hoist, erecting headframe, purchasing ethpment, extending
mein adit BOO feet, sinking two-compertment shaft 150 feet,
cutting station at 125-foot level, crosscutting 45 feet

to vein end drifting 400 feet on the vein,

;
8623





Stage II included raising from the 125-foot level to the adit
level, sinking shaft an additional 125 feet, cutting station at
the 250-foot level, crosscutting 60 feet to vein, and drifting 600
feet essterly and 200 feet westerly on the vein,
i

411 surface work, purchases and installations were on &an
actual cost basis, amounting to $9,990.00, All ungerground work
was on a unit cost basis, esmounting to $57,430.00, giving a total
estimated cost for Stage I of $67,420.00., Total estimated cost
for Stage II work was $59,865,00, total estimated cost of the project
was $127,285,00, Government perticipation at 75 percent, $95,463.75

Zmendment No, 1, executed Sept, 16, 1955, made minor correct-
tions in wording, and additions to the contract, without increasing
the total cost,

@ #mendment No., 2, executed June 28, 1956, extended the period
for completion of the work from June 30, 1956 to May 31, 1957,
and extended the royalty repayment period from 10 years to 1l years,

2Amendment No. 3, executed October 26, 1956, suthorized sispension
of the work between July 31, 1956 end October 31, 1956, extended the
period for completion of the work from May 31, 1957, to October 31,1957,
and the royalty repayment period from 11 years to 12 years,

Amendment No, 4, executed December 28, 1956, further suspended
work from October 31, 1956,to May 2, 1957, extended the period for
completion of the work to Mey 2, 1958, and again extended the royalty
repayment period, from 12 years to 13 years from the date of the
contract, :

The contract was assigned on December 12, 1955, by ‘the Black
Pearl Mining Company to the Hillside Mining snd Milling Company.

The contract was terminated by mutual sgreement, on June 11,
1957, effective as of August 1, 1956,

Work Completed:
Actual Costs
Surface work, installations, etc. $3,848,66*

Fixed Unit Costs

Adit level drifting, 271 feet @ $34,00/ft, 9,214,00
Shaft sinking, 150 feet @ $130,00/ft. 19,500400
Station cutting at 125 level 2,000,00
Drifting and crosscutting on 125«foot

level, 4U5 feet @ $34,00/ft, 15,130.00
Timbering drifts, 674.5 feet @ $7.00/ft. k,721.50
Raising, 118 feet @ $35.00/ft, © 4,130,00
Asssying, 126 samples @ $5.00/each 630,00

Total Accepted Cost of Project $59,174,16*

Government Participation @ 75 percent
$L44,380,62*
* Subject to final Audit (2)





o ®
Audits:

A review in lieu of final sudit, dated Ja?2idrf I3 | 1958{ was 1 10
received on FebH, |0 , 1957, Sl

Reports:

The Operator's undated Final Report was received in the field
office on April 29, 1957, and in this office on Mey 8, 1957.
The Final Report of the Field Team, dated August 1957, was
received September 9, 1957.

Past Production:

Erom 1915 to 1935 production from the mine was about 3,100
units of WO3 from ore averaging 0.68 percent W03, From 1935
to 1951 the’mine was worked intermittently, and no data ere

at hand as to production. From 1951 through 1954 Scholz and
Cazier produced 2,803 units of WO, from ore averaging 0,506 to
0,60 percent WO3. Total recorded production prior to the date
of the contract was 4,976 units of WO3.

Present Production:

During end after completion of work under the contract ,
13,912 tons of ore averaging 0.283 percent WO, were mined and
milled by the Hillside Mining and Milling Company. Prior to
the assignment of contract to Hillside Mining and Milling Co.
the Black Pearl Mining Compeny produced 228,91 tons of ore
averaging 0,549 percent W03,

Royelties Paid to Government:

Scholz end Cazier (Black Pearl Mining Co.) $292,82
Hillside Mining and Milling Company 7,703,06
\ Total $ 7,995.88
34,000 pounds of concentrate, averaging 63.3 percent W03, are
on hand. :
Certificationr

As recommended by the Field Team, a certification ;g/giscovezz; >
or development was issued by this office on __ e 7/#lcp 257, 1957.

Corment :

The project consisted of shaft sinking, drifting on the adit
level, and drifting and crosscutting on the 125-foot level of
the Black Pearl mine to explore for tungsten, occurring es

small to large crystals and large messes of wolframite, with
minor amounts of scheelite, in 2 quartz fissure vein in granite.

iBeserves of tungsten ore discovered by project work have been
estimeted by the Field Teem as 109,000 tons of indicated and
(3)





N
inferred ore, averaging 0,27 percent qu .

~

-
¥, S, Martin, Director
Division of Iron and Ferro-Alloys





DMEA Form 17

DEFX%E MINERALS EXPLORATION ADMINISTWATION

Feb. 58 ,
WORK COMPLETED ANALYSIS
After final audit or review report is received, prepare original only
and file in official docket
Operator Black Pearl Mining Company, Actual Cost
Hillside Mining & Milling Co., Assignee X
State Agreed Unit
‘ Arizona Cost X
Final Report Commodity Docket No.
of Audit : X Tungsten DMEA 3448
Final Report Contract No.
of Review Idm-763
Authorized by o Net cost after
Operation Contract and. Completed sale of Govern-
Amendments ., . jment Property
Units Cost Units Cost
o ‘ ~ | Feet $ Feet (& | §
Drifting & Crosscutting 1705 57,970.00 716 2&,3hhw00 2&,3hh-00
Timbering drift & Xcut 1600 111,200.00 6705 | Lho721.801 . © h,721.50
Spiling n 09 120 2,400.00
Raising o ‘ - .
125 | L4,375.00f 118 4,130.00|  4,130.00
Shafts ' |
| 275 [35,750.00| 150  [19,500.00{ 19,500.00
Winzes
‘Drilling
(Specify)
Surface Excavation 62L,19 175.01 1L75.01
Underground Excavation h;ooo_oo 2.000.00 2 _000.00
Roads and Trails
Operating Equipment Purchased ' 6.1 61| ' 671.51 68,51
" " Depreciation 200.00 200.00 200,00
Surface Rehabilitation & Repairs
Underground Rehabilitation
" New Building, Improvements, etc. 2,990.20 2,651.03 2,1499.78
Other (Specify)Sampling & Assaying.l,600,00 630.00 630,00
*
Totals $127,285,00 $59,323.051 $59,068.80

* Net cost total must agree with finél report of audit or review.

Prepared by ﬁ’éfn/}o%te 7.15.60

Stephen

P. Holt

31398





. . OFFICIAL FILE COPY

MME Form 7 Date Surname Code

(2/63)

May 23, 1968

Memorandum
To: The File
From: Chief, Office of Minerals Exploration

Subject: DMEA-3448 (Tungsten)
Hillside Mining & Milling Co. (Assignee)
Black Pearl Mine
Yavapai County, Arizona
Contract Idm-E763

Under date of February 2, 1955, the Government entered into the subject
contract with the Black Pearl Mining Company to explore the Black Pearl
Patented Lode Mining Claims Numbers 1, 2, and 7 (Mineral Survey 4186)
(U. S. Patent No. 1102913), in Yavapai County, Arizona, which was held
by the Operator under an assignment of a lease and option agreement,
dated April 30, 1951, between all the owners and E. A. Scholz and Irma R.
Scholz. The contract was assigned on December 12, 1955, by the Black
Pearl Mining Company to the Hillside Mining and Milling Company. The
object of the exploration program was te test the possible tungsten
occurrences along a quartz fissure vein in granite by shaft sinking,
drifting, crosscutting and raising to explore the mineralized zone.

The total estimated cost of the werk under the contract, as amended,
was $127,285.00, with Government participation at 75 percent, or
$95,463.75, ef which $44,301.60 was expended. The project werk, which
was terminated by mutual agreement, effective August 1, 1956, exposed
tungsten ore, dominantly in the ferm of crystals and large masses eof
wolframite, with minor amounts of scheelite, eccurring in a quartz
fissure vein in granite. A certification of discevery was issued
accordingly.

Royalties received through April 6, 1960, totalled $9,037.67. Reports
received since that time and information furnished by the U. S. Bureau
of Mines indicate that no production was made from the property through
February 2, 1968, the expiration of the royalty repayment period.

It is recommended that the amount of the Government's contribution to
the cost of exploration under this centract be written off and the file

closed.

cc: Director's Reading File S ,({74£,
Economic Geology File -l - Foiemm
OME Dockety’ “ Frank %i/Johnson

OME Reading File

Branch of Budget and Finance
OME Region 1

130

GLAult/a 5-23-68





UNITED STATES
‘DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY
FEDERAL CENTER. DENVER, COLORADO 80225

IN REPLY REFER TO:

Office of Minerals Exploration
Building 53 Room 203

February 8, 19‘68 Jog OPLICiAL

corY i
0., t% Y L.‘ ){
03 nnaTe Riasks} ﬂ
Memorandum :j 18 L]
l\F ) R
To: Chief, Office of Minerals Exploration ’&ENI TLLS SO,

Subject: DMEA-3448 (Tungsten)
Hillside Mining and Milling Company (Assignee) l~_%g2?’
Black Pearl Mine
Yavapai County, Arizona
Contract Idm E-763

From: Field Officer, Region III “__;gég‘ﬁi*l -
‘ ’r’af
d
!z

A check on production with the U. S. Bureau of Mines, from the
Black Pearl Claims, shows that no ore has been produced since

May, 1967 to date.

J. William Hasler,
Field Officer, Region III
Office of Minerals Exploration





OME Docket Surname
1/24/68 110
220
/30 (f,@
MeoTandum ¢
To: Pield Officer, Region IIX 26 ’933
Prom: Chief, Office of Minerals Exploration
Subject: DMEA~3448 (Tungsten)
Hillside Mining & Milling €o. (Assignee)
Black Pearl Mine
Yavapal County, Ariszona
Contract Idm-E763
The royalty period of the subject contract expires February 2, 1968.
Please check with the Bureau of Mines for infermation on poseible

productien from the Black Pesrl claims since May 1967 to date, and

FRANK E. JOHNSON '/
Frank E. Johnson *

advise.

cc: Director's Reading File
Division File
Economic Geology File
OME docket -
OME Reading File
130

GLAult/a 1-24-68





MME !brm:7
(2/63)

."0:3'...!!0 lavler

Presostt, Arisema
 Re

DBA-34A8
Hilleide

Blsok Feixl Nine

OFFICIAL FILE COPY

Date

Surname

Code

%gg

401

1O

220

JUN 1 4 855

ten) ‘
} and Mi1ling Co. (Ass)

. Yawigei Couaty, Arisome

"mn.m:

Thank ysu fer your hturum.l’m 6, 1966, sdvising us of the

 Contrast Ldm-R763

expiretisn of the Scholz and Casier leass and optiem agveement eu

Octaber ‘}Lll"‘1 ad inquividg sbemt the deve

tie nmrty-

- Raplrstion of muuuum: lenss end
et fauvalidate thmmt'ulmmmwmm
teyaltiss wpon suy production therefrem. This
watil roysitiss arve fully paid er uatil Pebruary 2, 1968
sccure first. Poysities are credised to the Gsverument’s share

rouent’s present

thnnr-ut

'MM.MMm«s:o!mﬂAmtuthhym

nuu umaemtmmmr’-mul.m-huhw
aigned Pebrwary 16, 1955, as co-owper #f the Black Pearl miaing
© i - elafme, coples of the certificstiam #f discewry o davelepmant

i3
1ten 1s i.n full force
» vhishewer

dated Bcteber 13, 1!57.muumumrunamau

" wateh vare mailed te you and other co-twners of the claims. The

contract and thase decuments setabhlifsh the Governmpnt's lisn on the
wwmmm:mutwm Co~emery of the
claine sxe ehligsted te pretect the Severmment’s interest uader the -
sgreement signed by them and te give adwence notice of the Gevern<:
meut’s rights to say transferee or lesvee of say part of thefr
;mh“lﬂ“h”‘m&“h““. o S

mmmuumuummrmm-m:mm
W‘lmtmatintumm :

‘cc: Director's Readlng

Division File

Economic Geology Flle‘

OME Docket
OME Reading

R-III w/cy inc. 1tr & 63

Kirkemo
120M

 Hkirkemo/mm (6/14/66)

Sinserely yeurxs,

FRANK E. JOHNSON | \\\

M!.m

Chiaf, Offies of

23263





‘ ' scott,Arizona
oo e 6,1966

Mr.Frank E.Johnson
Chief,Office of
Minerals Exploration

Dear Sir:

To the best of my knowledge, there has been no ore shipped from
the Black Pearl Mining property since Mr.E.A.Scholz and Mr.J.H.

Cazier ceased their operations.Scholz and Cazier lease and

after this date they had no further claims on this proverty and
at this time the Mining claims reverted back to the original
owners,

It is my opinion that the U.S.government exploration lien,which
Mr.Scholz and Mr.Cazier had on this property expired with their
lease;therefore I believe,that the government has no further
Claims on the mining claims.Please if I am wrong inform me.

Enclosed are the "filled in" forms your office sent.

OFFICTAL
COPY
Sincerely, 0. . B, !

RECEIVED

Q@A@& LN 9 1925






MME Form T
(2/63)

. ’ . ’ OFFICIAL FILE COPY

Date Surname

Code

c’/""

74

4/,; ' //0
d

<20

Myssvondun

Yo Asting Field Officex, Regien III
Frew:  Chief, Office of Minerals Explovaties

Subjest: IMRA-3A48 (Tungstem)
Rillside Mining and Milling Co. (Assignee)
Blask Pearl Mine
Tavapai Comty, Avisces

- Gontswct Idm-E76)

On Wowember 6, 1957, ve seut Regiem III fev Sevwerding & letter

to Mr. and Mrs. James E. Harringtem concerwing the certifiestien
wnder the subjest centract. De your files sentais the Rerrisgton
sddrese’ -

(signed) FRANK F. .JOHNSAR N

Frank E. Johnson ! ‘\,‘"}

GCSelfridge/mm (7/30/65)
cc: Director's Reading File
Division File
Ecenomic Geology File
OME File
OME Reading File.
G¥ C, Selfridge (2)
120M

23263






OFF,CF("L FQLF- C
0. M. £

l’\n.\,f:gv’" e

/\QY

To: Fiscal Section, Division of Mensgesent Operatioms
offics of the Secretary, U. S. Departmsat of the Imterior
Washington; D. C. 20240

rom: Acting llolﬁ‘ﬁrfiecr, ﬂlﬁ, Pegiom IXIX

Bubject: DNEA-34U8 (Tungstean)
Contract Ide-E753
Hillside Mining & Milling Compeny, Assigmee
(Blsck Pearl Mipe)
!hwamcl County; - 5:1:0-.

Attached 1s the origimal Report of Royslty Heview dated
November 13, 1963, om the subject property coveriag the penod
mr 1, 1960, through mmr 5, 1963,

Onfinal sipaasd by
Hgh M. Conpors

Attachment ‘/,/
cc Chief, Division of Field Operations, OME
E. D. Talbert, Acting Chief
Contract Administration and Audlt Division
Royalty Corres. Idm-E763
Chron '
HMC/1m
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Code

Date Surname

MME Form 7

(10-58) | 4| o |20
NOV g § 1988 '

Memorandum

To: Acting Field Officer, Region III

From: E. D. Talbert, Chief (Sicned) E. D. Taiven
Contract Administration and Audit Division

Subject: DMEA-3448 (Tungsten)
Hillside Mining & Milling Company, Assignee
Black Pearl Mine
Yavapai County, Arizona
Contract Idm-R763

The original and one copy of a Report of Royalty Review covering
the subject contract are enclosed. If you concur in the facts
stated therein, please make the following distribution:

(a) Original to the Piscal Section, Divisgion of Manage-
ment Operations, Office of the Secretary, U. §.
Department of the Interior, Washington, D. C. 20240;
and ‘ _

(b) One copy for your files.

. This Report of Royalty Review is made for record purposes omly;
therefore, no copy for the Operator is provided. .

As evidence of your concurrence, a copy of your memorandum trans-
mitting the original report to the Fiscal Section should be fur~
nished this Division. If for any reason you do not concur, both
copies of the report should be returned to this Division with your

comments.

Enclosures

EDTalbert/ama 11-27-63

cc:

Docket

Director's Reading File
CA & A Division

Fiscal Section

w3683





v 9 e e
~ - _ | ReC

,_:é & HuV 21 1960
DATE | INiiww | o,

Bt il 50 - Yederal Lentey
benver 2%, Cclorado

Rovember 16, 1960

Memorundum

T T oepd Ceotion. Teyictopn or Haministrative Services
Uitice ¢f 1ae “ecretsry, Orpartment of the Interior
aspincion 25, DL 0.

From: ™ok L Zo wor, feling ™eld Officer, (#47, seglonm 1II

Y Y ,f

Sultjeet: TI%0 - N {Uinpe len

Tuntrach T, TINTT03

WA in'ne and M1l ng Company, lfesignee
SRPL G ine
Yararal Tounty, fr!oona

Aitacned ic he coriifual ~eport of oyalty leview on the subjest
_reoerty deted ‘?ovhnh*: 1. LT covering the period December 1, 1957,
thremgh Detebar 31, 1780, ‘

Cuinnat ©igaed oy
M
For

“tich ¥. Connor:
Attaclment

M
cc: E. D. Talbert, Acting Chief
Contract Administration and Audit Division
Chief, Division of Field Operations (2)"
Royalty Corres ET763
Chron






( JTWCIAL FILE COPY I
0. M F

Building 20 - Mederal Center | RECEIVED NOV 21 1960
Denver 25, Coclorado DATE | INii.,

/-y / Wwb vro

Lt 21;7 5 Zo

November 1O, 1360 vl

227

Mr. Robert C. Bogart, Mansger
Rillside Mining and Hilling Company
Bagdoad, Arizons

Re. DMEA- 59183 (Tangsten)
Mllside Mining and Milling Company, Assignee
Black Tearl Mine
Yava, ua wounty, sriwoud
cobtlrgcy Yoo [meEiou

Dear Mr. Bogart:

Tpelosed is & eory of the Re,.om ol wyalty Review on tiae szubjecy
contract dated . Jve*r:uer 1, 15GL cosering the geriod Lecemver 1, 12,7,
wm October ‘aeﬁ’ l;!UU

You will note that 3.3 1s the emount of overyaywent ui Joyalty.
If you utbmit a claim to us for thet amount the overrayrent in
Royalty will be refunded to you.

Yours very uodly.
gty v M

for
Hugh M. Connors
Acting Field Ofiicer

Kty Repdon Lid

Taclosurs

M
ce: E. D. Talbert, Acting Chief
Contract Administration and Audit Division
Chief, Division of Field Operations (2) /
Royalty Corres. E763 :
Chron





4 Form T
0-58)

v . . OFFICIAL FILE COPY _

Date _Surname Code

=T T \
11/8 \\W‘L’tﬁf\x 800
(1-8] aod 20|
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To: Acting Field Officer, Region III

From: E. D, Talbert, Acting Chief. (Signed) £, D. Tabbert
Contract Administration mnd Audit Division

Subjeet: DMEA-3448 (Tungsten)

Hillside Mining & Milling Co., Assignee
Black Pearl Mine

Yavapai County, Arisona

Coatract Idm-~-E763

Attachead are the original and two copies of a Report of Royalty Re-
view on the above cited projeet. If you concur in the facts stated
in the report, distribution should be wade as follows:

(s) Original of the report to the Fiscal Sec-
tion, Division of Aduinistrative Services,
Office of the Secrstary, Department of the
Interior, Washington 25, D, C.;

(b) One copy to the Operator; and

(e) One copy for your file.

As evidence of your concurrence, & copy of your letter transmitting
the Operator's copy should be furnisbed to this Division, If for
any reason you do not concur, the original and both copies of the
report should be returned to this Division with your comments.

Attachuents

CiFisher/ama
November 8, 1960

Copy to: Docket -
Director's Reading File
CA & A Division
Mr. Rothrock

LW3e83
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Mr. Robert C. Bogart, Manager afad ?kxﬁ(/’
Hillside Mining and Milling Company 225
Bagdad, Arizona

Re: DMEA-3448 (Tungsten)
Rillside Mining and Milling Company,

Yavapai County, Arizona
Contract No. ldm-E763

Dear Mr. Bogart:

We note from your letter of April 4, 1960, to Mr. J. W. Townsend,
Executive Officer, OME Field Team, Region 1IX, Denver, Colorsdo,
that you forwarded check for $1,022.93 in payment of royalty from
the sale of stockpiled tungsten concentrates, with the statement
that you believed this ended any obligation on the above contract,
as the final report was submitted at the termination of operations.

Receipt of this check does clear present obligations. However,
under the terms of the contract and of the certification, as
noted in our letter of October 25, 1957, all minerals mined or
produced from Pebruary 2, 1955, to Pebruary 2, 1968, are subject
to the Govermment's percentage royalty until the sum of $44,301.60
is paid. You will note that this sum is slightly different from
the figure given in our letter of October 25, 1957, which figure
was revised by the final audit, vhich has now been made.

Sincerely yours, %
(signed) FRANK E. JOHNSON &‘

Acting Director

SPHolt/gla

4/29/60

cc to: Black Pearl Mining Co.
Director's Reading File
Region III (2)
Docket
Chron
Code 500
CA&A Division

W3e683
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Mr. Robert €. Bogart, Manager 220
Hillside Mining and Milling Company

Bagdad, Arizona 225

-Re: TMEA-3448 (Tungsten)
Hillside Mining and Milling Company,

Assignee
Black Pearl Mine
Yavapai Couaty, Arizona
Contract No. Idm-E763

Dear Mr. Bogart:

We note from your letter of April 4, 1960, to Mr. J. W. Townsend,
Executive Officer, OME Field Team, Region III, Denver, Colorado,
that you forwarded check for $1,022.93 in payment of royalty from
the sale of stockpiled tungstem concentrates, with the statement
that you believed this ended any obligat%ﬂh on the above contract,
as the final report was submitted at the’ termination of operations.

Receipt of this check does clear present obligations. However,

under the terms of the contract and of the certification, as

noted in our letter of October 25; 1957, all minerals mined or
... produced from Februaxy 2, 195X, to February 2, 1963, are subject
e to the Government's percentagg royalty until the sum of $44,301.60

is paid. /

Sincerely yours,

Acting Director

SPHolt/gla

4-20-60

cec to: Director's Reading File
Region III (2)
Docket
Chron

Code 500

43683
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Mr. J. H. Cazier J 225
Black Pearl Mining Co.
3032 South Kearncy Street
Denver 22, €olorado

MAY 2

Re: DMZA-3448 (Tungsten)
Hillside Mining and Milling
Company, Assignee
Black Pearl Mine
Yavapai County, Arizona
Contract No. Idm-E763

Dear Mrx. Cazier:

Enclosed, as requested in your letter of April 5, 1960, is one .
photographic (Thermofax process) copy of the Amendment to Lease
and Option to Purchase, dated August ___» 1954, on the above-
captioned property.

This print is made from the only copy of the agreement in our
file. As you will note, it shows only the typed names of the

signers, and does not contain the date of the month when
executed. Other documents in our file refer to that date as

August 2, 1934,
Sincerely yours, }\\>

{signed) FRANK E. JOHNSON

Acting Director

Enclosure
SPHolt/gla
4-20-60 . _ ‘
cc to: Director's Reading File
Region III (2) w/2 cys incoming letter
Docket
Chron
Code 500
P. S. We are also enclosing a copy of a self-explanatory

letter to Mr., Robert C. Bogart, Manager, Hillside Mining and
Milling Company.

W3e683





3032 S. Kearney
Denver 22, Colorado
April 5, 1960

U, S. Department of Interior
Office of Mineral Exploration
Washington 25, D. C.

Re: Black Pearl MNining Co,.
Docket No. 3/48 (Tvngsten)
Controct No. TDME 763

Goentlernen:

e have occastion to need arphotographic ‘copy of the
Amendment to Lease & Option to purchase dated Angust, 1954,
with the property owners.’

We believe a signed copy is in your file and would
anoreciate your sending us o photograph of it.

Black Pecrl Mining Co.

Aotk 7%7 R
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