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L " OFFICE OF MIN“RALS Expwaxnoa
"TBACT AD%INISTRATION AND AUDIT DIVISION_A‘wif B

REPQRT OF ROYAL’I‘Y R VIEW

I Mvc revieued t_:ha tileo ‘of  the Vnshington off.ica pért.a!ning to-
. Amended Contract'ldm«!iz. Doeket DMEA-I!O (lead-.zinc). dated August

Gallahan Zino-Lcad Company, Irm. '
100" Park: Avenue. CEEEE
New York 17,-!39 York -nfjwj"

for. tha purpose QF dgceminlng tha moun.t o" royalty payablo to the :
U, 8, Governmint on sales of minerals from prolarty uterred to as
“the Victor, Akron, “and ﬁorning Btar Mines located 1n .Gunnison County,

Colorado. during the penod Jtm,e 9 1959 through Aptil 2, 1962..

In’ accotdance with a Temination Agreamnt and Annex 1T of the

. Améndad Contract, royaity {s payable on all minerals ‘produced from

the land described ti Article 2 of the contract for a period of- 11
.. years: from the date’ of the Amended Contract or until the. total net -
.amomnt contri*mtf:d 5y the GCovernment without interest {s fully . -

A ) O repaid, w\icbqvam sceurs first.: A Report of Raview dated’ Decembet °

~ 2, 1955, {ndicatcd accapted coata under the’ exploraticm cmttact. ‘
. amounttng t0°5148,051,22 with the: Gavernment 8 cantribution on'a 1.
.50 percent basis being $74, 025 61 : : . . S

 The status of' tha project the scape of review. md the reasons
themfor are sta;ed on page 2, ¢ . . o

Thie revnw e,szabushe& no salea subjaet to the Govemment 8. royalty

’,._‘:ubsequent to-tha- periad covered by a ptior ‘Report of Royalty, Review o

- which/also found no sales subject to the Government's royalty =~ ..
- through. ‘June 8,.1959.. Accordingly,’as o£ April 2, 1962 t.tme royalty '
vaccouat ot thh ‘projsct was found to bn. . .

qtal Ruyalty Payable ‘.::‘-fp: ‘.a.. - L
otal Royalty Paid ~j-1-' ' -0-,-;__ I .

Sowmweronimen < 01 L
Lo L e e

al'ance of Royalty Due ~.--:_$- -o.,-

" May'2, 1962 A_giaitor_ R

P .
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Idm-E2 . ‘j | C;lhhln Zi.nc-Lead Compcmy, Inc. . pMEASliO

STATUS oF PROJECT SCOPE 0” R?VIBW
s " AND REASONS THEREFOR

Leow

The Amended cgntract. as turther ;ncnded by Am:ndnent No. ] nnd a' >
May 14, 1955, Tcrmination Agreesment, provides. that the Operator or

fts successor “in- interest shall pay the Government a percentage roy~ T

alty on all’ minetal productien from 5 .patented claims (Deadwood,

North Star, Muldoon, Narrow Gauge, and Number Three) owned by it and

5 patented claims:(Victor, Morning Star, Good Hope, Lucky Boy, and

~ John C.) leased from the Hayden Mining Company, 'sall located in the '
Tomichi Mining Distriet. The usual requirement for execution by the.

lessor of an Ouwner' s Consent to Lien was waived.. The contract con-

tainc ths no-called "abandonment" provision.; B B

-,Exoloratioa work undar the contract was terainated in Septenber

. 1953, No ore was’ produced duting the exploration. period and subse~
"quent examinatione of the property’ and inquiries addressed to the
Cperator and others have disclosed no ‘further oparations on the
property. othet than some geophysieal surveys and aunual asaeaement
work. E .

In & lotter ﬁatﬁd “*rcb 16 1957 “the Oporatox advised that it was'
"in the- process of tranttcrring all of its right, title and i{nter-
- eet in the Akron . proparty to a new esrporation - Pinnacle Explora-’
tion, Inc." -Thz Washington files contain no evidence that the - -
_trans!er wag consummated other than a-Region 111 {nterim roport
dsted Maret 16 i960 which stntes that "thz assmwnea" r»gortod no -
prodartion. : : .

.

_Thia review was Lade in lieu of an on-aite audit of tba Onerator
accaunta and records tor: the following reasons: - .

(D) The £1les indicate that no ores wers produced dut- - L
1ng the pariod covared by this review; and : )

~(2)‘»Tha aﬂministrative coat te the Government of an
© on-gite - ‘royalty. ‘audit at this time would be
" excessive in relation to the amount ol possible o
a‘ﬂroyalty which mtght be diaclosed .
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‘DEFENSE MINPRALS EXPLORATION ADMINISTEATION
. CONTRACT ADMINISTRATION AND AUDIT DIVISION

o " INTER NTERIM AUDIT CERTIFICATE (2)° =
o I hé;?e* examined 'ohe "'r.e.coras end }if;n.sa;:;t»iona oil’#

Callahan Zine-lead Company - . -
100 Park Avenue '
New York, New York .

_perteining to Exploration Contract I-DMA-E2, Docket No. IMA 110, in-
“cluding Amendments 1 to 3 on the original comtraet and Amendments 1
to 5 on the supplementel contract, covering a project of exploration

- for Zinc end lLead, for the pericd May 1951 to June 30, 1353. (oper-

- “ations were recessed from May 1952 to August 1952).

, - My examination wes made in eccordance with generally accepi-
"~ ad standerds appliceble in the circumstances.. Lo

o : The éudi‘c disclosed the following facts in regard to the
. amount to be paid .the Contractor: S _

_ Totéi~éost'?er MF-10k L $1b0,252.54
- Bxceptions (per Audit Report) . ~__ KNone
" Potal Accepted Cost - §iko,252.6h

The’ contract calls for a 50 percent participation of explore
ation expenses by the United States Governmeat. Therefore, payment to
the Contractor by the Qovernment in the amount of Seventy Thousand One

Hundred Twenty-Six snd 32/100 Dollers
~§70,120.32-
is yalid‘;n&"étpper. =

S This certificate is issusd on the provision that the Reglonal
Executive Officer, the Administrator, or other competent official hes

eccepted or will accept the projecfz as having o'thgrwise met the terms of

the. contract. . ~

. Dated: September 3,1953 e

"T. . Brading, Auditoy
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S ‘ s
" INTERIM AUDIT REPORT (2)° -

4 1, INTRODUCTION

" 77 p geoond interin audlt (covering the period from May 26, 1951
to June 30, 1953) ‘was made of the records and. accounts of gperations

* pertaining to Contract I-DMA-E2, Docket Ko. M2 110 sud Amendments 1 to-
3 on the original comtract, and 1 to 5 on the supplementsl contrect with

S Callahen Zinc-lesd C
w. -~ 100 Park Avenue .
' New York, New. York

'covgri_n'g a project '_a'f explqration' for Zine and Lead.

o m-é.gt;éﬁxiting records under this contract sare located in

‘,thé.company's office at its mine and mill site, which ie reached by

proceeding approximately nine miles from Highwey 50 at Sargents, -
Colorado, on n unznunbered country road,

Durin{gthe course 61‘ the audit, the following employses of

‘the compeny wera consulted as required:

. Mr. J.E, Dunn - Superintendent .
T - Mr. R, James Flynn - Assistant Superintendent

: Mr. CM Harrer, Mining Engineer, Denver, COIOrado, collabor~
ated in the audit. S

Their cooperation and essistance gicntljr facili_ta&.ed the audit,

Considerable tiu was spent . in the office Aon preliminary work

prior to the audit., = N

YI. GRMERAL INPORMATION QN RECQRDO

The source documents covering the costs of this project are

- recorded on Monthly Work Sheets which form the basis of preparstion
: of the Monthly MF-10k reports. Therefore, this audit involved in

genersl, a check of the monthly work sheets and reconciliation of ,
the work sheets with the Monthly MF-104 reports. Costs are recorded

on a combination cash aud accrual basis.

LII1. SCOPE OF AUDIT AND FINDINGS

- ’l‘heaudit ves limited to Aséertu.iﬁing ‘the sécuracy,'lpro'priety
‘and validity of the coste ss shown in the "Totels to Date” coluan of

" Porm MF-10h4, Opérator's Monthly Report and Vouchexr for the month of -

June, -1953. 1In view of the previgus sudit covering the period from

May 260, 1951 tgf‘ April 30, 1952, except as othervise indicated, this





R - .

. sudit ves 1mtea to the costs claimed since that latter date. The
. Operator filed a supplementary claim for May, 1952 (in June, 1952},
in the amount. of $91 &4 covermg corrections in April report. as

3 "'rollm'* T - A T e
Timber - - . 21.83 .
 Payroll Tdxes - 3.99
© Workmen's annaticm k.l S
Insursnce - 2.
Total . $ 91.3&

T  The a.bove items were verified in detail by ehecnng appro~
' priate records’ aud computati.on of payroll mu m& compenution in-
surance, _ , , :

'.{‘he project vas recosaed trom m 1952 to August 1952, at
vhich time operations were resumed under Supplemental Contract dated

- August 12, 1952, and Anendments one to five, on a Unit Cost Basis.

© Unit p‘osta as reported by the Operstor for the perioa fro:ul
- August 1952 to June 30, 1953, in the smount of $23,1%2.92 were veri-
fied by checking Operator's records and exsmining engineer's Narretive

Reports. Disallowance of $53.00 made by the Finance Officer was con~ |

- 'firuod This aisallmranco vas accepted by the Operator.
A ’break&own of theae eosts follaw. |

" Raising. 215°.at $53,00 - L $11.395
Drifting 136' at $50.00 - 6,.800.00
Repairs and Meintenance S -
of Akron Tunnel at o
$625 00 per month b, 047,

,‘A'I'otal"-' : - §23,1h0.92

Ca:ta are 1n lin.e with supplmntal eontract and amendments
one to Iive, R .

Ammmts reportod for Kuy, 11952 vere on the old fotm MP~10&-.
Accounting distribution of anounts carried forward to August 1952
MP-104 were examined and verified by comparison with the May MP-104.
Considerable analygis wes necenary, especially in connection with
Other Supplm. S -

cDmctions a8 ronm vere made: '





B
T o

" Correct

Totals . - $

,QI-O.

* Disallqmaes ad.justed 'oy 0perator.

MM Mﬂlmﬁ
The ad;}uatmentu petween Items of Costs & slwwn on the June, 1953 a

‘ mnmh, and ;pproveﬂ. wount: are sumnrim as follows: .

H&Y ig%a - Distrie. o Approved
. N IB‘-th — Jbution ~ A“Disallovances _ Amounts
_ Tisber - 38.635 3 . su,lha 9h #$11,143.9%
Pipe - 8,313.61 - 3,644,708 3,04k.78
Treck | ,621 .61 . 2,797.17 - 2.797 17
Hend Tools $ 455.86 —
Drill Steel
& Bits 6eh.s6 :
" Other : 1;,2%.51 L, aho.ék - 5,3%0. W6 sagoo 80 3,019.66
: . . a, 'Bfg.ag 3 %.23
$ 5081, $2300 3‘6- T#23,7

vmoved

. T9iko0,252.84

~ June . Dutribution
-19%3 COrreeted - by
‘ o ) 5 : ‘ 3h ‘ glmds.‘b
Rep. & luint. Akron Ieval ,9147 92 h,o47.92 4,9%7.92
‘Labor I-thperﬂlion‘ o ‘ . S o
labor - 69,258.95‘ - 69,258.95 . 69,258.95
Operating m.tcriuln &s Supplieu e o :
Timber s 8’.635.93 11,143.9% 11,143.9%
~Explosives 6,97h.80 6,974.81 6,97h.80
Pipe 2,313.61 - 3,0hk.78. . 3,64k,78
'rrmk oL 1,821,610 - 2,79T.7 . 2,797.1T
Other B 11,211,50 3,019.66 3,019,606
~ Power R 3,578.b4 © 3,578.4k 3,578k
- Opera.ting !quipnent Bcprecia.tion C . B
5'363093_8 5:355009 T 50357700
: m:«llmous T S . -
"~ Repairs to Equiwﬁnt '2,098.9% . 3,175.25 -~ 3,175.25
Payroll Taxes . T 2,189.48 - 2,189.48 - 2,189.h48
. Vorkmen's Cm;penution 1,78¢.90 - - 1,769.90 1,789.90 -
Awdit murenae S (2,538.61) ' = SR .
- Tatals $1140,252.08 ~ $140,252.04





At the coliclusion of the wdit, the ﬁndincs were diacuned .

: ~', w:lth Mr, R.. Jamea ¥ » Assistant Superintendent, and Mr. C. M.

“Harrer, Mining maginer, Danver Ot‘nce ’ repreaentative of the Executive

Officer, Region IV N

O?A/MM

| T ‘K. Brading, Auditorj

. .Septembé'r..g, 1953 S






o DEFENSE L@RALS EXPLORATION ADH{INIS'IRA?IQ’
CONTRACT ADMINISTRATION AND AUDIT DIVISION

AUDIT CERTIPYCATE

I have examined the records and transactions ofs

Callehan Zinc~lead Company

White Pine, Colorado

perteining to Bxploretion Project Contract No. E2, Docket DNA-110, for the
period of May 26, 1951 to May 31, 1962.

My examination was made in accordance with gemerally accepted
standards appliocable in the ocircumstances.

The audit disclosed the following facts in regerd to tho amount
t0 be paid the contractor:

Total Cost as billed by contractor $119,556.69
Exceptions (See Audit Report for details)s

During this Audit $2,326.59

Prior to this Audit $160.22

Less Amounts determined ‘

to be allomble  None 160.22 2,485,.61
Total Accepted Cost 117,071.08

This contract calls for a 50 percent participation of exploration
expenses by the United States Government. Therefore, payment to the con-
tractor by the Government in the amount of Fifty eight thousand five hundred
thirty five dollars and 54/100

-~ $68,535.5¢4 ==

is valid and proper.

Payment to date $69,698.23
Payment authorized 58,535.64
Gverpayment 1,162.89

This certificate is issusd on the provision that the Regional
Exeoutive Officer, the Administrator, or other compstent official has
acospted or will accept the project ns having otherwiss met the terms
of the contracte

July 23, 1952 Q7 A%W —
: Auditor, Region iv 57
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Callahan Zinc-Lead COmpAny
Exploration Projeet Contract No. E2
Docket No. DMA 110 R E

| I _ INTRODUCTION .

An audit ws ma.de from July 7 to July 11 or Dofenao Hinorals Contrasct

. No. E2 ’ Callahan Zino-Lea.d Company. _ The gamro.l recorda pertaining to the

contnot cre 1n the offioo of tho compa.ny at White Pine, Colorado, whilo tho
hnd office of Cs.llahan Zino-Load Compa.ny is in New York City. |
Tho a.udit omred the period ﬁ'om MAy 26, 1951 to May 31, 1952. Tho

con{:ractor suspended oporati.ona oa.rly in June as funds o.vuila.ble under COn—'

' tra.ot E2 were exhausted. Amondment requoating additionp.l funds is in proceu ‘

_o.t this time. llr. J .W. Tolmsend, Mi.ning Enginaor. Mining Diviaion Offioce,

Denver, 0010rado, assilted 1n a very eapa.blo manner, llr. J.E Dunn, Super—

"intenden'b, Mr. R. Jamca Flynn, Aasistant Suporintendent. tmd Mr. Frtnk Micari,

»-Aocountant, wore precont a.nd conaulted when nno“ury. '

' n. EXTENT AND SCOPE OF mm

1. Opera.ting Equipment - Furniahed by 0pcro.tar

Allowances made for operating oquipmem: owned, by opemtor are in agroemont

with contru.ct. Chargec were made for equipment when in uao, as covered by the

4_Celorado Divisién Mining Enginoer'a Monthly Nu‘ra.tive Report.

2e Labor

Productivo labor 15 paid on a contrtct basig. 'Thé ooﬁtraot is on a-

' i‘ootuge basic a.nd prov:dea an 1noent5.vo for increaud produotion. Each nlner

_ ' prepa.res an 1nd1v1dual time tickut daily. This tiokot shows oontraot nunber,

location, mmbar of houru worked, and materials usod. The shiﬁ: boss or

~ superintendent o.pprorv'es tiokets daily. _whioh are turned in to the engineering

.‘.department who group tickets by oontrac‘l:, cnter 'botal time of 1nd1viduo.1





miners on contract calculation sheet every two week pay period. Engineer
checks progress made on each contract, calculates total amount due for
footage attained. This amount is divided by the total man hours for the
period in order to determine rate per hour, which is noted on tiﬁa ticket.
Bﬁok&seper enters time tickets on monthly individual earnings record which
shows all pertinent data regarding deduections, ocalculates pay due bssed on
total hours times rates from daily time tickets, or at regular hourly rate.
Sufficient test check was made to determine that payments to men were in
orders. Charges under indirect labor costs were carefully sorutinized for
items which would not be allowable under terms of the contract. Supervision
charges are in line with terms of the contract.
S. Supplies

All suppliers' invoices are vouchered and éntered at net, i.e.,, total
charge less discount. Charges to inventory records are at the same basis.
Stores are inventoried monthly and unit cost arrived at by dividing total
dollar value by fotal units on hand, to determine average unit ocost. This
figure is used in detormining costs for the subsequent month. Purchases of
timber and exploéives for the month of Marsch 1952 were verified by exemination
of invoices which were traced through voucher and check record. Charges to
the project for these iteme for the month of March 1952.wsre verified by
checking tabulation of minere' daily material use reports, compiled from
daily time oards.
4. FPowr

Power bills from Public Service Company of Colorado for the months of
June 1951 and March 1952 were examined and traced tﬁtough voucher and cheek

record. Cost of power is allocated on & basis which we were informed is





""*’"‘f ‘ o o

baged on a study made by powsr company engineérs. There are two meters, one
at the Akron Mine, the other at the Erie Mine. Cost shown on Meter No. 1l are
divided as follows:

Mill Power 50%
Akron Mine 30%
Camp 20%

106%

Costs shown on Meter No. 2 are divided as followss
Alron Mine  33-1/3%
Erie Mine 66=2/5%
10
It is the opinion of the division,minihg engineers who inspect the project
that the division is fair and equitable.

5. Workmen's Compensation

Rates for workmen's compensation insurance were checked to State Insurance
Department invoices for June 1951 and March 1962. Total oharges‘to project
were verified for those two monthsAby'multiplying total salaries and wages
by applicable rates and checking proration as shown by schedule which is
basis of preparation of MF=104.

6. Social Security Taxes

Social Security taxes for June 1951 and March 1952 were verified by ap-
Plying proper rate to total salaries and wages charged thoss months and checking
schedule Qf proration as above. Social Security reports are filed by main
office in New York, hence it was not possible to examine those reports.

7. Boarding House Subsidy

Charges to this account are approved by the original contract. Test

check disclosed that amounts allocated to project appear to be in order.





)

8. Other

Miscellaneous charges to this account all wore disallowed with the
exception of one small item for $9.31 which represents allocation of power for
camp charged to this account in error.

I1I. FINDINGS

The records maintained by Callahan Zino-~lLead Company are in good condition
and woll maintained. Payrcll records are somewhat involved, due to the fact
that the productive men are paid on incentive plan basis. They are complete,
and supporting date is amply oross referenced. Cancelled checks ars forwarded
to the central office of the company in New York City, hence it was not pos-
sible to refer to them.

Expenses are prQrated between three operations -- ccmpany operations at
Akron and Erie Mines, exploratory operations on Akron Tunnel end Morning Star
Mine, end exploratory opsrations at Erie Mine. The prorations are based on
man hours or tonnage basis and are considered to be fair and equitable.

Exoeptions have previously been teken by the DMEA Finance Officer as

. follows:

September 1951 --
Mine Lamp Rental 8.12
Bank Service Charge 1.54 9.66

November 1951 —-
Claim for old maps - not allownble
under contract 75400
Bank Service Charge 1.63 76 «63
December 1951 «- -
Purchase of Air Receiver - not
authorized by contract 65400

February 1952 ==
Equipment Rental - disallowed for
one=half month's use of ambulance
and two mine oars 8.93

160422 (—
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Exoceptions taken during the audit are:

Miscsllaneous items in May 22.47
June 10.29
July 33424
August 10.05 B
Ootober 13,54 89.59

Snow shed over Waste Dump - excluded by
Exhibit B under oontract_ 1,572,383

Repairs and Maintenance Employees Living
Quarters - excluded by Exhibit E under contract 663447

24325439
Total Digallowanoces 24485.61
No further(éxqeptions are taken, the costs being proper and within the
terms of the contract and amendments.

IV. RECOMMENDATIONS

The Aud@t Cert;f;cgte, prefaoing this report,irefleots the ampunt of

the costs properly chargeable to this project through May 31, 1952,
\
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oo s TERMINATION AGHEEMENT - .

- It i5 agreed this %ﬁh day of ey
1955, between the United Sta Americs, acting
-the Depsrtment of the Interior, Defense Minerals Bxp oration
“Administraticn, hereinafter called the "dovernment,”’ and N
Callahan Zinc-iead Co., Inc., hereinafter called the "(pera-
tor,” psrties to that certain Amended Exploration Project
Contrset Idm-E2, Doclet No. DMEA-110, dated Augwst 12, 1352,
as amended, hereinafter called the "Contract,” that: |

1.' In Article 2 of the Contract the dnoriﬁtion of the

land (Appendix I to the Original Contract) is amended effec-
tive August 12, 1952, to read as follows: - ,

gaténtad C}_m ims held under leape

" Vietor - No. MTAT3
Morning Star B No. 573
Lucky Boy No. 20008

 The scutherly 1,200 feet of the following claims:
Daadwccd .. Ne. lgza
North Star . No. ThA
Mldoon - ’ : Ne, g:g o

- Marrow Ouage No. :

. Number Three No. 350

 The land described above 1is 2lso shown on & map
“entitled "Fig. 5 Callahan Zinc-lead Co., . . . Claim and
Project Localion Map,” attached hereto and mede & part hereof.

2. Rffective September 10, 1953, the Contract and all
ocbligations ¢f the parties thersunder, except as otherwise
herein oxprcss;y provided, shall bs and are hereby terminated.

.- 3. The Government shall sontribute only tb the fixed
unit c¢osts of work performed prior to September 10, 1953,

4. The Uperstor ahall promptly perform all winding-up

. and settlement sctions provided for in the Contract, includ-

ing (8) the disposal of any fscilities, bulldings, fixtures,
- equipment, or other items to the cost of which the Government
has contributed; and (b) the rendering of the finsl report
_and final sccount. L ; , N

//’
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CALLAMAN ZING-LEAD CO., INC.

-5, The'total net amount contributed by the Government

' shall be repayable in the form of a percentage royalty on

any minersls mined or produced from the land described in

. artiele 2 of the Contract, in the manner and amount provided

in the Contrast, for a period of eleven years from the date.

" of the Amended Contract (August 12, 1952), certification of
- discovery or development being hereby waived., .

6. Tne Cperator hereby relesses and sgrees to save |
the Government harmless from all claims or demands under
or arising cut of ssid Contract, otwcpt as otherwise pro-.

vided in this terminstion agresment. | | |
1} WITHESS WHEREOF, these parties have executed

" this agreement as of the day and year first svove written,

' THE UNITED STATES OF AMERICA

| A??T%Ngy /%xf ﬁ%mu »ﬁmrd'n -

8
lxploration Administration

-
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AMENDED CXPLORATION PROJECT CONTRACT
< CALLAEAN ZINC-LEAD COMPANY
" “TISKET NO. DMEA-110
.. AMENDHMENT NO. 6
1t s agmea this 25th day of - November , 1953,

‘between the United Ctates of imerica, scting Through the

Departuent of the Interior, Defense Minerals :':‘.xploration
Administretion, hercimafter called the “Govermment,” and
Callahan Zinc-Loac Company, 2. Colorado corparation, here-

" inafter called the Operator,” that Amended Exploretion
" Project Contract Idm-E2, Docket No. DMEA-110, dated August

12, 1952, as amended, is further anended as follows-

1. Thiu ammﬁment shall be emcnw as
ol August 123 1952.

2. In 1ieu of Article 6, the provisions
of Annex II, aitached hereto and made a part
hereof, are cubstituted.

3. Dwmg the period from September 10,
1953, to March 10, 1954: (a) the project work
chall be recessed; (b) the Government shall :
ot contribute o any costs incurred dy the
Operator; ant {z) the Operator shall save the -
Government harpless from any and all olaims,
and preserve and protest the project work and
gng progem in which the covnment has an

nterast.

B, 1In frticle 3 of th,e smemied contract' '
form, 23 amended, m lieu of the words “prior
to March 25, 3.95313 the words "prior to Sep- ’
tember 25, 19‘}49 gre substituted.

This amengment shall not be conatrued to increase
the eptimated total cost of the project, the aggregate total
amount which the Govermment may be required to contribute,
nor the agreed unlt cost: of any item of work.

Executed :in aextuplicate ‘the day and year first
above writmn‘ ‘ :

Ve THE UNITED STATES OF AMERICA
CALLAHRN znrms@ comm

fé .&.4

By -
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ANNEX IT

The-following provisions are in lieu of Article _6 : B AT

< 4L =
S

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

b, Percentage royalty.--The Operator, or his successor in interest,
shall pay to the Government a royalty on all minerals mined or produced from
the land described in Article 2,--(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 of discovery
or development, or until the total net amount contributed by the Government,
without interest, is fully repaid, whichever occurs first, unless the
Government waives its right to a royalty; or (2) if the Government makes a
certification of discovery or development, for a period of ten years (or other
period fixed by this contract) from the date of the contract, or until the
total net amount contributed by the Government, without- interest, is fully
repaid, whichever occurs first. Said royalty shall be a percentage of the
net smelter returns, the net concentrator returns, or other net amounts
realized from the sale or other disposition of any such production (including
any bonuses), in whatever form disposed of, including ore, concentrates, or
metal, as follows:

(a) One and one-half (1) per cent of any such net amounts not in
excess of eight dollars ($8.00) per ton. ‘

(b) One and one-half (13) per cent of any such net amounts, plus
one-half (%) per cent of such net amounts for each additional full fifty
cents ($0.50) by which such net amounts exceed eight dollars ($8.00) per ton,
but not in excess of five (5) per cent of such net amounts.

(For instance: the percentage royalty'on a net amount of five
dollars ($5.00) per ton, would be one and one~-half (13) per cent; on a net
amount of ten dollars ($10,00) per ton, three and one-half (33) per cent.)

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

d, Lien for Payment.--To secure the payment of its percentage
royalty, the Government shall have and is hereby granted a lien upon the
land described in Article 2 and upon any production of minerals therefrom,
until the royalty claim is extinguished by lapse of time or is fully paid.

e. Notice to Purchasers.--The Operator shall notify eny purchaser
of the production of the Government'is royalty interest, and shall authorize
and direct the purchaser to pay the royalty directly to the Government and
to furnish the Government with copies of the settlement sheets; but failure
or refusal by the purchaser to comply shall not relieve the Operator of
liebility to pay any royalty falling due. :

f. No Obligation to Produce.~-This article is not to be construed
as imposing any obligation on the Operator or the Operator’s successor in
interest to engage in any mining or production operations. L9k50

/;k “

P
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'AMGNDED EXPLORATION PROJECT CONTRACT .  (wuid
" CALLAMAN ZINC-LEAD COMPANY . ey ey
s DOCKET HO; m~110 ' ‘ . o Jdi}:u v oiwwd

_ AMENDMENT NO, 4

_ It is agreed this 10th day of __ June —_ , 1953,
between the United States of America, acting throughr the De-
partment of the Interior, Defense Minerals Exploration Admin-
istration, hereinafter called the "Government," and Callshan
Zinc-Lead Company, & Colorado corporation, hereinafter called
the "Operator,” that,effective as of July 1, 1953, Amended
Exploration Project Contract Idm-E2 dated August 12, 1952, as

amended, is further modified and amended, ss follows:

vion Prog 15' cm ézzh{bit "A"  attached to the Amended Explora-
on [ ec on (o4 4 - . :

{A) Under “Description of the Work, Stage
II" (1) in Item 3, the 2 "190" is changed
to “240". (2) in Item 4, the words "400 feet"
are changed to "3A7 feet”. - ,

(8) Under "Estimated Costs of Additional
~ Work, Stege II", the first two items thereof are
changed to read as follows: '

289 feet of raising §
$53/ft, - $15,317.00"
"692 feet of Arifts and crosacuts

2. This amendment shall not be construed £o increase
the estimated total cost of the project, the aggregate total
amount which the Government may be required to contribute, nor
the agreed unit cost of any item of work, : .

written. | ‘
| . THE UNITED STATES OF AMERICA

CALLAHAN ZINC-LEAD COMPANY . oy 2 25, ,°

Exccuted_ in ae:_mzpncate thé day and year first shove |

.
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| " coﬁﬁrﬁét Doskat No. RMA 110, dated Awus 12, 1952, between

the United States of Americs eod Callahan Sime-leed Company in Bereby

amended aé !anms | o - |

Neferring to Ameadment Ko. £ to the comtract fomm,
ik the sixth line of the utmtm paragraph,

" delete the date “jmreh 25, 1953," substitute in

" Mew thereof the date Pedruary T, 1953. :

Mhor ﬂtcn’m to Amendment No. 2 to the ion-

tract form paragreph (2), delete the dates'March
2%, 1953“ and "Septembder £5, 1953," substitute

in liou thersof the um "l‘ehmr: T 1953“ sl

"Wy 11, 1953.°. ‘
This mmt mn aot be amtmd to iaerun the esti-
mated tetal coet ar the projest, the smownt ot m Government's eontri-
bution, oF any :.m ct mmzo cost whieh u umuly mw

"allowable mim

pamoy JUN1 1953

L n,”mm — mm' S mmm ormxe?‘ﬁp
m. g M R J(
: Secretary—Treasurer L r *X’s‘,’m‘,’
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- EX{PLORATION ?RGJECT CONTRACT
CALLAHAN ZINC-LEAD COMPANY
DOCKET NC. DMEA-110 &ﬂ :

‘ Ambmzm NO. 2
(o]
AMENDED CONTRACT

: it ic agreed this Lth  day of May . 1953,
between the United States of America, acting through the Do~
partment of the Interior, Defense Minerals Exploration Admin-
istration, hereinafter called the "Government,” and Callahan

Zinc-Lead COmpan@, a Colorado corporation, hereinafter called
the "Operator,” that, effective as of March 25, 1953, the
Exploration ?P@doat Ccntract Idm-E2 dated August 12, 1952, is
amended, as foiiowa:

(1) In Article 3 of the contraet form, the date -
"ﬂay 25, 1993,w 4s hereby changed to "March 25, ios4,"

- (2) Duping the period March 25, 1953, to Septemver’
25, 1953, the projeet work shall be recessed without any obli-
tion on the part of the Government for any costa whatever
(including the cost of maintenance and/or rental of equipment)
Incurred by the Gperator during that period.

This amﬁnament shall not be construed to Ancrease,
the estimated total cost of the project, the aggregate total
~ amount which the Government may be required to contribute, or
the percentage of the coata which the Government 18 requlired
to contribute, :

Executed in aextuplicate the day and year first
above written. .

THE UNITED STATES OF AMERICA

w, Ll Aeitrsy’
giraor enne

87K¢* Minerals Exploration
inistration

"CALLAHAN ZINC-LiZAD COMPANY

w LF L

Secretary-Treasurer
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L CALIAYAN ZIWE-TOAD CONPANY
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TR 80, 1 . B
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AN, T, the m&fzimx':t (‘-C&tﬂl suust 17, 1357, le
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No, 1(A)
AMENDVENT OF CONTRACT: No. Idm=ER2
Contract Docket No. DMEA 110, dated August 12, 1952,
bstween the United States of America and Callahan Zinc-lead Company

is hereby amended as follows, effective as of the date of said

contract: .

</’*‘

Referring to "ANNEX I" attached to Exploration. Projeot
Contract Form MF-200(A), delete the second paragraph
in its entirety and in lieu thereof substitute the
following:

"Work under the Original Contract having been

suspended on or about May 1, 1952, and resumed i

on or about August 13, 1952, thie Amendment and
supplement providing for additional work shall
become effective as of said resumption of work,
and ghall supersede the Original Contract in all
respects except that vouchers and claims for the
Government's contribution to the cost of the work
performed under the Original Contract, prior to
the effective date of this Amendment, shall be
processed and paid ag provided in the Original
Contract,"

This emendment shall not be construed. to increase the
estimated total cost of the project, the emount of the Government's

contribution, or any item of allowable cost which is expressly

- designated "allowable maximun",

é‘kmm ZINC-1EAD GOMPANY

-

Dated November 17 .. 1952

UNITED STATES OF AMERICA

By(,d)(’/{m
Executive Officeid{ DMEA
Field Team, Region IV

7
/@ /( y ‘ .
lahoney, Vice

(oot (L deele

&««57





No. 3

mm o cormncr- No' I—Dﬂ—m ‘
‘Contrast Docket No. DMA 110, aated May 25, 1951, bcfmon the

Vnitod States of Americs and Callahan Zinc-Leed Oonpany is horeby

. amended s zouaws, offective November 1, 1951:

.Rcﬁmn‘ te "Exhibit D attached to &K ‘lﬁi-auon Project |

Gonime%!‘mwa-zﬂo titml asiich 2 Ters -

referring to ths smendment to the above subiities:

The wages of all porsonnel are increased hy 12 cents an
hour, ez & tm1 of 96 cents per &»b(mr day.

Th:ka Mt shall not be congtresd to incmn the esti-
nm totad cest of tuho projest, the aggregate total mt which the
Gamrmqnt nlyv pq er the w»n‘k&ge of the oowks which thp Gmment
may pey under the ﬁ#évmm ar h:ticlé 11 of th_mtncﬁ"fm.

W ml‘l L ’ 1953'..‘

cALLABAY zm-wnmn NI evaTEs oF AWmIL e

7 / é;v}

Efmﬂn Officer -

®)

B

£
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L—/Mmm OF CONTRACT: Ko, I-DMA-E2.
Contract Docket Bo, DMA 110 , dated May 25, 1951, between the
United States of Ameriea and Callahan Zinc-—ha.d Company is heroby amended
as follows ’ fooetive a8 of the date of said contract:
| Referring to "Exhibit D" attached to Exploration Project
Contract Form MF-200, titled "Question 8 Form MF-200%,

subtitle "Iabor", dclete the material thereunder and in-
gert in lieu thereof the following:

, - Maximum Bege :
Kugber - _ Slase , Para Pey .
4 te 10 Miners /3 ' ic.838
3 Trammers /2 10.83
2 - Timber Fremers and Compressor Nen 10.56
2 ~ Shopmen (Mechanics) 12.80
2 Tunnel Maintenance Men (Timbermen) 10.88
2  Waste Dump Men (Surface) 10.88
1 Electrician and Mine Iamp )hn ' 12.80
1 Carpenter _ 11.84
1 Warehouae Men 10.88

The aboée deily wage rates are based on an 8-hour day, 5-day
week, Time and one-half is allowable for overtime.

1/ Payment for work of miners will be incconfermance with a
contract or plece work system patterned after the "Butte
aystem" whioh is the established procedure in the mine. The .
system provides for payment on the basis of units of the
variocus types of work acoomplished. Should s contraet fall
under tle published base scale of wages for the type of work
the contract or piece work rate is not used 2nd the partieci-

- pants are paid at the base dey rate ef pay. Total unit pay-
nents for a contract peried divided by the number of hours of .
labor performed designete base hourly rates on which overtime
iz paid in accordance with wage and hourregulations.

2/ Payment for masn level tramming will be on a plece work
bagis at varisble rates per ton handled depending on the dis-
tance tremmed and conditions involved. This system has been -
in effect for over two years. The cost of main level treamming
will be prorated among the Exploration Project work and other
mine operations on the basm of tons of meterial handled from
each 0peration. :

3/ Payment for work performed by classes so noted is an in- -
‘direct mining cost for the benefit of the Exploration Project
work and other mine operations. Costs ef such work will be
prorated among the project and other mine opsrations on the
basis of tons ef material handled for the bonoflt of each,





,

With further reference to Exhibit D, same title, but subtitled
" rvi d Ac " delete all material thereunder and
substitute in lieu thereof the following: "

: , Maximum Base
Nagber ‘ Class | Pay Rete
1 Superintendent : ‘ @ $643.50 per month
1 Mine Foreman (Shift Boss) @ $456.30 per month
-1 ~ Engineer . @ $424.70 per month
1 Clerk ‘ @ $ -9.60 per day

411 selaries are paid as basemlary plus a percentage of the
base salary that changes with the cost of living index figures
released by the Govermnment. However, any inereass above the
maximm rates shown will require prior authorization from BMEA
Region 1V, .

The salaries end wages of supervisery and accounting personnel
- 11sted above will be prorated between the Eiploration Contract
work and other mine operations on the basis of msn-shifts of
work performed for the benefit of each,

This amendment shall not be construed to increase the estimated

_ totel cost of the project, the aggregete total amount which the Govermment
may pay or the percentage. of the costs which the Government may pay under
the provisions of Article 11 of the contraet form.

Dated_____ April 4 , 1952,

CALLAHAN ZINC-LEAD COMPANY UNITED STATES OF AMERICA

_ /&&ccutive Officer /- DMA
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AENDMENT OF com'c'r: No. I-DMA-E2

Contr@cftDock‘t No. DMA 110,‘ﬂatgd May 25, 1951, between the
United States of ﬁmerica and Callahan Zinc-lead Compeny is hereby amended
as féllnvs, offective as of the date of said contract:

Referring to "Exhibit A" attached te Exploration Project
Contract Form MF~200, titled “"Question 3 Form MF-200", sub-

" title, "This project will consist of the following:" Ttem(3,
delete the figure 500 wherever it appears and substitute in"
lieu thereof the figure 400; delete the figure $23,945.00 and
gubstitute in ljeu thereof the figure $19,156.00.

Referring to the same title and subtitle, item (3) delete the
entire item and inpert in lieu thersof the follewing: (3)
1400 feet of rehabilitation of the lower Morning Star tunnel
including the crosscut leading to the Morning Star winze; and
rehabilitation and repair of approximetely 180 feet of the
Morning Star wingze to the lower winze level, including neces-
sary station repeirs, Estimeted cost of labor, supplies and
supervision - $17,412.00.

With further reference to Exhibit A, under the title "FRQJECT
A - Estimsted Cogts", under Item 2 delste the figure 10,300.00,
and insert in lieu thereof the figure 7,300.00, Delete the
figure 6,900.00 and insert in lieu thereof the figure 5,111.00.
Under Item 3 delete the item in entirety and insert in lieu
thereof the following: 3. 1400 Feet of rehabilitation of
the lower Morning Star tunnel including the crosscut leading
to the Morning Star winze; and rehabilitation and repair of

- approximately 180 feet of the Morning Star winze to the lower
winze level, including necessary station repairs. Eatimated
cost of labor, supplies and supervision - $17,412.00.

This amendment shell not be construedto incresse the estimated
total cost of the project, the aggregate total amount which the Govera-
ment may péy or the percentage of the costs which the Go#ernment may pay

‘under the provisions of Article 11 of the contract form.

Dated_  April 4 | 1952,
UNITED STATES OF AMERICA
. ] / .
. 4
By /,)Z &l ‘.):%
.‘//@xacutive Officer,/~ DMA
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MF-~200 (A)

(February 1952) » CoMMODITY u‘d.m

YDocket Copy

UNITED STATES OF AMERICA

DEPARTMENT OF THE INTERIOR
DEFENSE MINERALS EXPLORATION ADMINISTRATION

OEXPLORATION PROJECT CONTRACT

m\y A (Short Form)

" IT IS AGREED thig 48 day of .‘uﬁuﬂt - , 195-_2_, between the Ijﬁited States of America; actir;g
through the Department of the Interior, Defense Minerals Exploration Administration, hereinafter called the “Government,”

and: ___Caliahen Zinc~lead Cempany

............... and _as follows: _ _

ARTICLE 1. Authority for contract.—This agreement is entered into under the authority of the Defense Production Act of
1950, as amended, pursuant to DMEA Order 1 entitled “Government Aid in Defense Exploration Ifrojects.”

ARTICLE 2. Operator’s property rights.—With respect to that certain land situated in the State of 'COI.QP’QQ
, County of _iﬁmm@_@ﬂ described as follows: -*-.&-..l‘-.@@l.:&?g.__ﬂ
patented and located claluoz Cotally owned, and 36 patented and located ..
claims held | kzgm_-m_mmm:_ﬂl_ntmm_m_s:c.tm_ss,_-. e 50 _ N. Ra..
5. &, Tomichi Mininz Uistrict and 1iated in Appendix I attsched to the }
Origine) _Contract and incorporsted herein by reference thereto .

the Operator represents and undertakes: *

~ of the pro y iisted in Appendix  wholly owned
(a) That the Opgrator 18 the ovggx?%g)ossessig’x‘and entit%ageo‘possessioxyagthat g,p?operty 18 subject only to the

following cﬁ_zim‘sﬁ liens, or encumbrances as to each of which the subordination agreement of the holder is attached: ......_..___...
O

of the.. e r o - T .
(b) That the Operator is a l'gs‘sga, g{)%gggﬁn%éﬁﬁggo "“ xR xhER K2 : )

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

ARTICLE 3. Exploration project.—The Operatorgiiititn

work on a project of exploration for® . 23NC ANQ de8&

i —————— 1053
in or ugon the described land; and shall bring the project to completion¥NREERABLRIPTLIOr._E0 .!’..!’ 2%” e

The work to be performed is more fully described in Exhibit “A” attached hereto, which, with any maps _
or drawings thereto attached, are made a part of this contract. The Government will contribute to the cost of this work as here-
after provided. The work shall be performed by the Operator or by independent contractor or contractors efficiently, expertly,
in a workmanlike manner, in accordance with good mining standards and State regulations for health and safety and for work-
men’s compensation and employers’ liability insurance, with suitable and adequate equipment, materials, and labor, to bring the
project to completion within the time fixed. The Government shall have the right to enter and observe and inspect the work at
all reasonable times, and the Operator shall provide the Government with all available means for doing so. The Government
may consult with and advise the Operator on all phases of the work.

& onal
ARTICLE 4. Costs of the project.—The agreed; estimated costs of performing thg wor t,%xpressed in terms of units of work
to be performed (per foot of drifting, per foot of drilliné, per cubic yard of material to be moved, etc.) are set forth in Exhibit

“A,” attached hereto. The Government will pay percent of these agreed, estimated costs, as they
accrue, for units of work actually performed that conform with the description or specifications for the work set forth in this

AJwhich is _, # ................. percent of ﬁ@l,%zii’..m)

contract, in an aggregate total ot in excess of $.
the agreed, estimated total cos BRI INGKIL I PB Gy & : B: Provided, That until the Operator’s
final report and final accounting have been rendered to the Government and any final check or auditing required by the Govern-
ment has been made, and a final settlement of the contract has been made, the Government may withhold from the last voucher
or vouchers such sums as it sees fit not in excess of ten (10) percent of the maximum total which the Government might have
been called upon to pay under the terms of the contract. The Government may, as it sees fit, make payments direct to the Qpera-
tor's independent contractors, if any, for the account of the Operator, rather than to the Operator. §IQHQ Article G,

ARTICLE 5. Reports, accounts, audits.—(a)Progress reports. The Operator shall provide the Government with monthly
reports of units of work performed under the contract, in quintuplicate (five copies), upon forms provided by the Government,
These progress reports shall be certified by the Operator, and shall constitute both the Operator’s invoice of units of work per-
formed on the project during the period covered by the report and his voucher for repayment by the Government, unless the
Government requires the use of a standard voucher form with inyoice, attached. Progress reports shall include surface and/or
underground engineering-geological maps or sketches showing the progress of the exploration, with assay-reports on samples
taken concurrently with the advance in mineralized ground.

amoun

-

t n

1 If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank,

2 State name, address, and nature of organization if any. .

8 Give legal description or enough to identify the property, particularly excluding any land or interest therein to which the Government's lien is not to
attach or the production from which is not to be subject to the Government’s percentage royalty.

4 Strike out the provision not applicable.

5 Name of mineral or minerals. . 16—66329-1
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(b) Final report.—Upon completic® of the exploration work or termination of the contract the Operator shall provide the
Government with an adequate geological and engineering report, in quintuplicate (five copies), including an estimate of ore
reserves resulting from the exploration work. ‘

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

(d) Accounts and audits.—The Operator shall keep suitable records and accounts of the units of work performed, which the
Government may inspect and audit at any time. Thé goverﬁment may at any time require a check of the work performed and
an audit of the Operator’s records and accounts, by a certified public accountant or otherwise, the cost thereof to be treated as a
cost of the project. The Operator shall keep and preserve said records and accounts for at least 3 years after the completion
of the project or the termination of this contract. Upon the completion of the project or termination of the contract the Opera-
tor shall render a final account and statement of work performed to accompany his final report.

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

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

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

(For instance: The percentage royalty on a net amount of five dollars ($5.00) per ton, would be one and one-half (1%%)
percent; on a net amount of ten dollars ($10.00) per ton, three and one-half (3%%) percent:) ’

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

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

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

ARTICLE 7. Assignment, transfer, or loss of Operator’s interest—Without the written consent. of the Government, the
Operator shall not assign or otherwise transfer or hypothecate this contract or any rights thereunder. The Operator shall not
make any voluntary nor permit any involuntary transfer or.conveyance of the Operator’s rights in the land described in Article 2,
without making suitable provision for the preservation of the Government’s right to-a percentage royalty on production and
lien for the payment thereof; Provided, that mere failure by the Operator to maintain the Operator’s rights in the land, without
any consideration running to the Operator other than relief from the cost of maintaining such rights (as by surrender of a
leasehold, failure to perform assessment work, or failure to exercise an option), coupled with complete abandonment by the
Operator of all interest in or operations on the land for a period of 10 years from the date of this contract, shall not constitute
such a transfer or conveyance. Should the Operator make or permit any transfer or conveyance .in violation of this provision,
the Operator shall be and remain liable for payment to the Government of the same amounts, at the same times, as would have
been paid under the terms of the percentage royalty on production. If for any reason the net smelter returns, net concentrator
returns, or other net amounts realized from the sale or other disposition of such production are not available as a means of meas-
uring the amount of the Operator’s liability, the amount thereof shall be estimated as well as may be, and in the event of dispute
as to such estimates, tlie determination thereof by the Administrator of Defense Minerals Exploration Administration or by his
successor shall be final and binding upon the Operator. .

ARTICLE 8. Termination and completion.—The Government may, at any time, by written notice to the Operator, terminate
this contract: (a) If the Operator fails to provide his share of the money necessary to prosecute operations pursuant to the
terms of the contract; (b) if the Operator, in the opinion of the Government, fails to prosecute operations pursuant to the terms
of the contract; or (¢) if, in the opinion of the Government, operations up to the time of the notice have not indicated the prob-
ability of making any worth while discovery and in the opinion of the Government further operations are not justified. -

ARTICLE 9. Changes and added provisions -%n-lm--“ __m_m__fgjmm_m *v_“.im-_w
.Mnmy;-.pucedmg-.m.fuomfﬁmvmd-“izm?s‘mr&-M-:utm--eotal—-em--
:&%-mjut,ﬁim-and--t?m«d-b{;t:?ueontrut,.—-is——&?x;&ﬁ&aoﬂ.
mt——m—!m-ﬂf-~‘ﬁ-wu--tomwmmta£-$8§,99l&g:% ? |

. o [
Executed. in sextuplicate. theﬂMMJ 52

N o . . oo . --  THE UNITED STATES OF AMERICA

___Callahen Zinc-iesd Company . . .

(Operator)

- Defense
Minerals Exploration
Adm _ tration

By

_ L .. E. A, Salas . , certify that I a
‘of the.corporation named as Operator herein; that -~ R, F, Mahoney ‘ , who signed
‘this contFct on behalf of the Operator, was then- ~ Vice=President . 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. o : '

secretary

CORPORATE
L SEAL

U. 8, GOVERNMENT PRINTING OFFICE 16—66320-1
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' '-"’ﬁ’z&p’x‘.omﬁdii' PROJECT c'mm*
 CALLAHAN ZINC-LEAD COMPANY
-+ DOCKET. 801:§EEAn110x -

AIHEX I

Thi#‘égreeuent, between Callahan Zinc—Lead Company, -

and the Uniteg States, amends and supplements Contract T
DMEA-110, dated May 25, 1951, as amend-

" ed prior hereto, all hereinafter called the “original

COntract," as follows. o
" When the work apeclfie& in the Originnl Contract“

R £ completed, ‘this amendment and supplement providing
. for additional work shall become effective, and shall
- ‘supersede the Original Contract in all respects, except

that vouchers and claims for the Government's contribu-
tion to the costs of the work performed under the.
Original Contract shall be processed and paid aa pro-.

‘vided in the Original COntracc.

S T
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.:"chercto.

7 EXPLORMFION ‘PROJECT comrRACT < ol
~CALLAHAN. ZINC-LEAD COMPANY Gl 2T
OCKET NO. DMEA-110X 1. .
‘?BxHIBIT “A"*“‘
scription ot the ﬁnrk

The uork 3pee1fied 1n the. 0r131nal COntract 18 St

et

- 1dent1ried a5 Stage.I and 1s retained as part of the

specifications: for the work under this amending and
aupplemnating,agreenent, vith the following additions

- - L Stage II - L A
1. Continue raise, atarted 1n Stage I, to the .z*f' 

": 4 200 sublevel above the Akron level, a distance of

“»‘#9 raet.g,y,_

R a, Crosscut 120 reet 1n.the direccion of the { R
L Korning Star Winze on the 4 200 snbievel.z Ca - .

3. Raise 190 feet to connect to: 1ower working

335‘1evel of .the Morning Star winze fron the crosacut speci-f:* 
';;fied in 1ten 2 . : . D -

*4.f Drift ‘and srosscut koo feet on the 3200 sube-

.;if_level to explore the mineralization found on bhe Akron _
R B level. o L X . . y

5, Drift 225 feet on the Akron'level ‘on. the ore o

ff;;.discovered along’ the footwall of the dike. .

. v7|‘__5

6. 3epa1r and maintain’ the Akron level ‘between

'* :the Akron Wine.and the Morning Star Mine.

: All drifts shall have a minxnun siz¢ of 6'-0"‘:'“

The raise'shall be of two oompartments with a: min-“l'

}:;1mﬁﬁ size of 4’—0” 8_-0 S

The work in Stage II 18 shown on the attached map. ;“

PP
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| Estimatéd Costs of Additional Work
T stagem .

| '239 feet of raiaing @ #53.00

per foot ._ : ¢12,667 oo "
45 feet of drifts and orossouta :-' o
@ $50.00 per foot . - . : 37,,250.00 |

Repairs and mainbenance or Akron '
Level during eight (8) nontho '

@ $625.00 per month _ L Q,ooo.oo.

Total COat of Stagn lI -lu”“. ‘ $ 5#.9l7 OO
tho: For the purpose or this contract,
repairs and maintenance for one
month 1s considered a unit of wonk.
Cost of work: 1n Original Contract $117,071.08

Eastimated COSt Qf Work in A-end- _ o
1ng COntrnct : 5RL917.00

Total Elt:imated Cost of Pro.ject o $171,988.08 -
. Govcrnucnt Participation.ﬁ'50$ . 5$  82!22#;04—'
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/»{(Algrl‘i‘ﬁg%l) = Ve . Docket No. DMA .20 ,
L ‘ , . Commodity _I"_e_ia_'g:f_z;i:g
UNITED STATES OF AMERICA I-DMAE2

. ' DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS ADMINISTRATION . ! z

—

EXPLORATION PROJECT CONTRACT !

It is agreed this - 7t N day of 3,‘:@' 195 _, between the United States of America, acting
through the Deaartment of the Interior, Defénse Minerals Administration, hereinafter called the “Government,” and? _....._____.__

allshan Zinc-Lead Company i
100 Park Avenue
New York 7, New York

hereinafter called the “Operator,” as follows:

1. Authority for contract. This agreement is entered into under the authority of the Defense Production Act of 1950, pur-
suant to Mineral Order 5, entitled “Regulations Governing Government Aid in Defense Exploration Projects.”

2. Operator’s property rights. The exploration project shall be conducted on that certain property situated in the State of
Colorado County of —...Gunnison described as follows: ® A total of

with respect to which the Operator represents and undertakes: *

(@) That he is the sole owner, in possession and entitled to possession, and that the property is subject only to the following
claims, liens, or encumbrances as to each of which the subordination agreement of the holder is attached: one,.

Appendix II attached hereto is made a part of this contract.

(b) That he is a lessee, in possession and entitled -to possession, and the subordination agreement of the lessor is attached.

3. Exploration project. The Operator, within _m._i;J.Q);-dm _________ days from the date of this contract shall commence
work on a project ofﬂexploration for® ___zinc. _and lead i ; shall prosecute the work efficiently, expertly, in a
workmanlike manner, in accordance with good mining standards, with suitable and adequate equipment, materials, and labor, all
properly designed to bring the project to completion within a period of * _thirteen 13) months from the date

of this contract. The exploration project and the work to be performed are more fully described on Exhibit “A” attached hereto,
which, with any maps or drawings thereto attached, is made a part of this contract.

4. Performance of the work. The work shall be performed by the Operator, under his sole direction and control: Provided,
That with the consent of the Government and its written approval of the contract or contracts, all or any part of the work may
be performed by the Operator through contract or contracts with independent contractors. The Governmert shall have the right
to enter and observe and inspect the work at all reasonable times, and the Operator shall provide the Government with all avail-
able means for doing so. The Government may consult with and advise the Operator on all phases of the work. ’

5. Fixtures and improvements. The Operator shall devote the land and all existing improvements, facilities, buildings, in-
stallations, and appurtenances to the purposes of the exploration project without any allowance for the use, rental value, deprecia-
tion, depletion, or other cost of acquiring, owning, or holding possession thereof. Attached hereto, marked “Exhibit ‘B’,” is a
detailed list of additional facilities, buildings, and fixtures, to be purchased, installed, or erected by the Operator, with the esti-
mated cost of each, to which the Government will contribute its agreed pro-rata share of the cost. The difference between the
cost of such additional facilities, buildings, or fixtures, and the salvage value thereof at the conclusion of the work, shall be charged
as a cost of the project to which the Government has contributed its pro-rata share.

6. Operating equipment. Attachéd hereto, marked “Exhibit ‘C’,” is a detailed list of operating equipment divided into cate-
gories of items to be rented, purchased, or furnished by the Operator, with the allowable rental, purchase price, or rental value, as
the case may be, annexed to each. As to equipment purchased for the project, the Government will contribute its agreed pro-rata
share of the cost thereof, and the difference between the cost and the salvage value at the conclusion of the work shall be charged
as a cost of the project to which the Government has contributed its pro-rata share.

1 If sufficient space is not provided in any blank, use an extra-sheet of paper and refer to it in the blank,

2 State name, address, and nature of organization if any.. .

3 Give legal description’or enough to identify the property.

¢ Strike out the provision not applicable.

5 Name of mineral.

¢ Not in excess of 2 years. 16—64066-1
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7. Title to and disposition of mope:'ll facilities, buildings, fixtures, equipment, her items costing more than $50)
each, paid for or purchased with funds ¢. ¥ributed jointly by the Operator and the Goverr M., 5hall belong to the Operator and’
the Government jointly, in proportion to their respective contributions, and upon the termination of the contraect, if they have any
salvage value, shall be disposed of for their joint account unless the Government, in writing, waives its interest in any such items. -
The Government may require the dismantling, severance from land, and removal of any such items in order to realize its interest’
in the salvage value thereof, and the cost of any such removal and of the disposal of the items shall be for the joint account of the
parties in proportion to their respective interests.

8. Labor and supervision. Attached hereto, marked “Exhibit ‘D’,” is an itemized schedule of labor, by numbers and classes
(miners, muckers, millmen, etc.), and of supervisors, by numbers and positions, with the maximum wages or salaries that may
be paid to each as an allowable cost of the project. :

9. Rehabilitation and repairs. Attached hereto, marked “Exhibit ‘E’,” is a detailed schedule of existing facilities, buildings,
installations, and fixtures, with a statement of the cost of any necessary rehabilitation or repairs to put into useful and operable
condition, which cost shall be allowed as a cost of the project. :

10. Allowable costs of the project. The allowable costs of the project in which the Government will participate are limited
to the necessary, reasonable, direct costs of performing the exploration work, including the costs of materials, supplies, engineer-
ing, power, water, and utilities, including items of equipment costing less than $50 each; and the costs referred to in Articles 5,
6, 8, and 9, and the exhibits annexed to and referred to in the contract. Although the Government may pay part of the cost of
new or additional facilities, structures, buildings, and equipment, only the depreciation on such items, computed as indicated in
Articles 5 and 6, will be charged as a cost of the project. No items of general overhead, corporate management, interest, or any
other indirect costs not expressly allowed by these regulations, or work performed or costs incurred before the date of this contract,
shall be allowed as costs of the project in which the Government will participate.

11. Participation by the Government. At the end of the first full calendar month after the Operator has commenced work
under the project, and at the end of each succeeding calendar month, the Operator shall submit to the Government a voucher for
payment with a detailed statement of work done and allowable costs (as defined in Article 10 of this agreement) incurred, in a
form and with supporting data acceptable to the Government. After approving the voucher, the Government shall pay to the

Operator __--.50 ______ percent of the sum of such costs incurred; Provided, That the aggregate total of all sums paid by the Gov-
ernment under this agreement shall not exceed $.60,000_....._.___ , which is --.--,5_0._--- percent of the agreed estimated total

cost of this project, $.-1204000. ... ‘

12. Accounts and audits, The Operator shall keep suitable records and aceounts of operations, which the Government may
inspect and audit at any time, The Government may at any time require an audit of the Operator’s records and accounts by a
certified public accountant, the cost thereof to be treated as a cost of the project. The Operator shall keep and preserve said
records and accounts for at least 8 years after the completion of the project or the termination of this contract.

13. Progress reports. The Operator shall provide the Government with monthly reports of progress in form and content
satisfactory to the Government, and upon the completion of the project or termination of the contract shall provide the Government
with a comprehensive geologic and engineering report, including an estimate of ore reserves, to the best of his ability, Four copies
of all reports shall be furnished to the Government.

14. Repayment by Operator. If,"upon the completion of the exploration project or termination of the contract, the Govern-
ment considers that a discovery or development has resulted from the work from which commercial production of ore may be
made, the Government, within 6 months thereafter shall so certify to the Operator, particularly describing and delimiting its esti-
mate of the discovery or the development. Thereafter, if and as ore is produced as a result of such discovery or development, the
Operator and his successor in interest sha]l be and become obligated to pay to the Government a percentage royalty on the net’
smelter returns or other net proceeds realized from such ore, concentrates, or metal produced within ten (10) years from the date
of this contract, until the total amount contributed by the Government, without interest, is fully repaid or said 10 years have
elapsed, whichever occurs first, as follows:

]/Of net smelter returns or other net proceeds not in excess of eight dollars ($8.00) per ton of ore: One and one-half
(1%) percent.
Of net smelter returns or other net proceeds in excess of eight dollars ($8.00) per ton of ore: One and one-half (1%) per-
cent, plus one-half (%) percent additional for each full fifty cents ($0.50) in excess of eight dollars ($8.00) per ton of ore, but
not in excess of a maximum of five (5) percent.
This obligation to repay from nef returns or proceeds shall be and remain a claim and lien upon the property which is the subject
of the exploration project and upon any production resulting from such discovery or development, in favor of the Government,
until fully paid, or until said 10-year period has elapsed; and this claim and lien and the Government’s right to repayment shall
survive any termination of the contract, whether by completion of the exploration project or otherwise. This article is not to be
::lonstrued as imposing any obligation on the Operator or his successor in interest to produce ore from any such discovery or
evelopment. -

15. No assignment of conbract. Without the written consent of the Government, the Operator shall not assign or otherwise
transfer or hypothecate this contract or any rights thereunder. : :

16. Termination and completion. The Government may, at any time, by written notice to the Operator, terminate this con-
tract: (@) If the Operator fails to provide his share of the money necessary to prosecute operations pursuant to the terms of the
contract; (b) if the Operator, in the opinion of the Government, fails to prosecute operations pursuant to the terms of the con-
tract; or (¢) if in the opinion of the Government, operations up to the time of the notice have not indicated the probability of
making any worthwhile discovery and in the opinion of the Government further operations are not justified. Upon the comple-
tion of the project or any termination of the contract the Operator shall render to the Government a full and final accounting of
his operations under the contract and his expenditures of money; shall dispose of any unused materials, supplies, and equipment
for the joint accourit of the Operator and the Government in the proportion of their respective interests; and shall pay to the
Government its pro-rata share of any money remaining. W

Executed inﬁm 0t&e day and year first above written.

g
QR ATYTT DR el 0 G510, I00,
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PROJECT SUMMARY REPORT

By: J. W. Alt ' July 14, 1958

1. Docket No. DMEA-110 (ILead-Zinc)
Contract No, Idm-E2 A
Property: Akron and Morning Star Mines

Gunnison County, Colorado

Operator: Callahan Zinc-Lead Company
100 Park Avenue
New York 7, New York

Operator'é Property Rights: Owner and lessee of Claims,
Lease and Option dated February 2, 1951,
- Subordination Agreement waived -
Appendix II of Contract,
2. Contract dated May 25, 1951. To complete ~ 13 months,

Work Authorized

(1) 2,200 feet of drifting and crosscutting on the Akron
Tunnel level south into the Mornihg Star-Victor ore
shoots,

2,200 feet at estimated cost of
$34.96/ft. $ 76,912.00

(2) 500 féet of 2-component raise & .
$47.89/ft. . 23,945.00

(3) 1,200 feet of rehabilitation of the
lower Morning Star tunnel @ _
$10.519/ft. . 12,623,00

(4) Equipment rental, 13 months @

%501, 50/month 6,520.00
Total $120,000.00

8623
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Amendments

No, 1 Effectlve as of date of contract

Changes the description of work in items 27and 3.

No. 2. Effective as of date of contract.

Establishes a new wage scale for laborers.
No. 3 Effective November 1, 1951.°
Increases wages of all personnel.

Amended Exploration Project Contract

Contract dated August 12, 1952, To complete - prior to May 25, 1953.

Work Authorized

The work specified in the Original Contract is identi-
fied as Stage I and is retained as part of the specifications
for the work under this amending and supplementing agreement,
with the following additions thereto.

- STAGE II

1., Continue raise, started in Stage I, to the 200 sublevel
above the Akron level, a distance of 49 feet.

2. Crosscut 120 feet in the direction of the Morning Star
Winze on the 200 sublevel.

3. Raise 190 feet to connect to lower working level of the
Morning Star Winze from the crosscut specified in item 2.

4. Drift and crosscut 400 feeﬁ on the 200 sublevel to explore
the mineralization found on the Akron level.

5. Drift 225'feet‘on.the Akron level on the ofe discovered
~along the footwall of the dike.

6. Repair and maintain the Akron level between the Akron
" Mine and the Mbrnlng Star Mine,

-





o W/

Estimated Costs of Addltlonal WOrk

| | STAGE I
239 feet of raising @ $53/ft. - -t $12,667.00
745 feet of drifts and crosscuts & $50/ft. . 37,250.00
Repairs and maintenance of Akron level during
8 months @ %625/month - 5,000.00
Total Cost of Stage II S $54,,917.00
Cost of work in Original Contract - $117,071.08
Estimated cost of work in Amended Contract 54,917.00
Total Estimated Cost of Project $171,988,08
Government Participation @ 50% $ 85,994.04
Ameﬁdments
No. 1(A) Effective as of the date of said contract.

No., 1-

No, 2

No. 3

No, 4

Delete the second paragraph of Annex I and substitute a
new parsgraph.

Dated November 25, 1952,

In Articlé L of the contract form, delete the amount
"$27,453.50", and substitute in”lieu thereof the amount
$27,458.50",

Effective as of March 25, 1953,

‘Extends completion time from May 25, 1953 to March 25, 1954,

Recesses work of the project from March 25, 1953 to September
25, 1953. . :

Dated June 1, 1953.
Change the effective date of Amendment No. 2 to February 7, 1953.
Change dates in Paragraph 2 of Amendment No. 2 to read
"February 7, 1953" and "May 11, 1953",

Agreed June 19, 1953.

Change in the description of the work.





No. 5 Effective June 25, 1953.

Changes in the description of the work,

Work Completed

Exploration work under the original contract consisted of':

Drifting 1,474 feet $77,940.59 Cost per foot $52.88
Crosscutting 416 feet 14,412,69 Cost.per foot 34.65
Raising 151 feet 7,357.28 Cost per foot 48,72
Morninz Star rehabili- .

tation, 715 feet 19,937.77 Cost per foot 27.88

Operator's final

MF-1044 - $119,648.33

Total Cost Approved

by Audit $117,162.72

Exploration work under the Amended Contract consisted of:

Drifting 120 feet & $50/ft

3 6,000.,00

Crosscutting 109.5 feet € $50/ft. 5,475.00
Raising 279.5 feet € $53/ft. 14,813.50
Akron level maintenance 5,000,00

Total Approved Cost $31,288,50

A Exploratidnﬂwork under the Original Contract was completed
during the period May 26, 1951 to May 1, 1953.

Expioratlen work under the Amended Contract was started on
May 1, 1953 and the contract was terminated by mutual agreement
on September 10 .1953.

The Termination Agreement contains a Pseudo-Certification,

3. Report of Review: dated December 2, 1955,

Total cost as billed by Contractor - $148,451.22
Less: Proceeds from property disposition ' 400,00
Net. cost as claimed by Contractor $148,051.22'
Exceptions . \ 0,00
¢ Total Accepted Cost - _ $148,051,22
Government Participation & 50% % 74,025,61

Operator's final report - not dated, received February 13, 1956.
Field Team final report dated September, 1956.

e
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L Certification date: No Certification made but a Pseudo-~Certification
is contained in the Termlnatlon Agreement whlch is effective
September 10 1953

5. Comments

The work conformed to the terms of the contract and was per-
formed efficiently and in accordance with good minipng practices.
Unit costs were high, but not excessive for the severe conditions
imposed by the soft, heavy, caving ground within the fault zone.

Work done under the original contract resulted in the dis-
covery of a mineralized zone on the Akron level north drift that
is up to 3 feet wide and 50 feet long and contains 5% lead, 5%

- zinc and 3.5 ounces of silver per ton, .

Work done under the amended supplemental contract revealed
no ore or significant mineralization, However, the projected
downward continuation of the Morning Star ore shoot was not
reached by the 4-3102 sub-level crosscut and is some distance
north of it. This objective still remains a favorable target
for exploration.

Completed exploration has tested most of the favorable
targets for possible galens, spharite, chalcopyrite and silver
occurrences, with the exception of the downward extension of the
Mbrning Star ore shoot.

No further exploration with Government as31stance is re-
commended. .

A 4

J. W, Alt

JWAlt/ss 7/3/58 / B
Copy to: Docket '

Mr. Johnson
Chron,






4 Progect Summary‘Report L L
By: . A. Gu Keating ﬁlA S Date: 11/13/53

l..‘ILA 110 (head-?lnc)

. Contract I-DMA-E2 - ST
Akron and [‘orning Star Mires =
Gunnison County, Colorado

JOperator Callahan Zlnc-Lead Company
- 100 Park Avenue. . °
hew York 17, N. Y.

" Operator's PrOperty Rights:: -
a Totalxyowned - 31 patented and unpatented clalms.: -
Lease & Option 46 ™ om S
Operator's guarantee 4n lleu of uandlord's )ubordination .
_Agreement . .

é.. Contract dated Iav 25, 1951 to be comnleted wlthin 13 months to
June 25, 1952 extenaed by amendment QA4[$6 to Larch °5, l95h

ork authoriZed

LFifting & crosscuttlng 2 200 £, at 3k, 96 per ft . 8-.76,912.00

- Raising 500 ft. at <47. 86’ per ft. - 0 23,945.00

. Rehabilitation of tunnel 1,200 ft at : "10. 519 per ft. - 12,623.00

: uqu1pment rental 13 months at °501.50 per rip. . , .. . 6,520.00

S o _ : Total estimated cost . € 120,000.00
Govemmnnt ] part:.cipat.ion L '

50’ B .~ 60,000.00

Increased by Amended Contract to Coee 1-171,988,00

Government's. partlcipatlon 50 L © 7 85,994.04

Work’ completed prlor to August 12 1952 (Amended Contract) L
| o 3 . 77,940.59

. Driftlng 1 474 ft. at 052 88 ) §
' 'Crmsscutting 416 1t at 234.65) ﬁctual Cost '._ 14,412.69
' Raising 151 ft. at 48,72 ) - S 7 ,357.28

Renabllltatlon of tunnel 715 £t at m27 88 : Aff : .
. . ) - Total Cost 2‘119, .33
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: berk comploted after nmended Contract Q/12/52

" Drifting © - 229) ft. at §50.00 per f£.. . . . § 11,475.00
‘Raising . 215 ft. at q53 00- per ft. D - 11,395.00
itepair and’ malntenance tunnel BT o _5,000,00
RIS s Total . - i 27,870.00
.8/10/53 Corrected by audlt to comblned total cost - | § 144,979.72
8/12/52 Amended Contract increased- total cost to : - - 171,988.02
Contract Funds uneXpended to Auguet 1953 , ::}; 27,008.36

imendments: ...

- 1. 4/n/52 - Changlng terms and’ cost of work.(no increase in total

- cost.of project) .
. h/L/52 - Changing base wage rates on basis of unité of work
] accamplished and salaries on cost of living index figures.
L/L/52 - Increasing pay of all personnel 12 cents per hr.
Q/12/52-.Amended contract extends time for completion to May 25, 1953,
and designates original contract work as Stage I and
supplementing agreement as Stage II - and orov1des additimal
;work and addltional cost of otage 1. i 5h 917 00

11/25/52 - nmendment No. 1 to Atended Lontract changing Article 4
of* contract £27,453.50 to $27,458.50 incorrectly’ stated
~(ro change in estlmated ‘costs of project)

11/17/53 - hmendment No. 1A providing for amendment and supplement to
bécome et fective .upon resumption .of work.

5/1,/53 a'Amendment No. 2 to /mended Contract provides recess harch 25,

- "' 1953 to September 25, 1953 and exmends tlme for completlon :
“to March 25, 1954.

- 6/1/53 f  hméndment No. 3 to’ ﬂmended Contract 1n nmendnent to. 2 to

Amerided Contract substitutes effective date February 7, 1953
and recess February 7, 1953 to May 11, 1953:

" 6/19/53 évAmendment No. L4 to Amended Contract prov1des ‘change descriptlon

.of'work. (Mo increase in total cost of project.)

_7/16/53. -famendment No. 5 changes descrlpblon of work. (Mo increase in

,,total cost of project)

The project property con51sts of a produclng mlne, mlnlng ‘and

concentrating 1,400 tons of ore monthly averaging 4.5 oz.dlver, 4. %
‘lead and 6.3% zinc. Fstimated ore reserves are stated to be 10,000 tons
‘of slightly hlgher average grade. The ore occurs as replacement masses

in limestone and dolomite along the axis of porphry intrusions and fault

. planes. ' Approximately 2,000 feet south of the present nroducing ore bodies

in the Akron mine
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is another favorable ore zone whlch was worked 1n early days to a depth -
of 324 feet, producing 5,256 tons of ore .averaging 16.4 ozs 511vmr,
' -60% COPPGP, 15. 7% lead and 21. G%ZIDC—-the Morning Star Mine. -

‘The projéct was established to explore by dnifting and

" crosscutting southward on the fAkron tunnel level into the downward

extension of the: Nornlng Star ore bodies 556 feet below the prev1ous
production wcrklngs. -

Operat1on 'is difficult w1th unusually bad blocky ground
costly to maintain. - Progross has been slow and the company appears to
be reluctant to press the work. ﬁhey report that due to blocky ground
- the cost of ralslng was costing $125.00 per foot as compared with #53.00
‘per foot allowed in the contract. They state their finances are unsuf-
f101ent to carry on under such hlgh costs and’ low mstal prices. '

As yet there has been no justlficatlon for making a certiflcatlon-
of . dlscovery, but the work has not reached all'target areas,’ :

: August 27, 1953, -the Field engineer reports ‘the hanglng wall
-of the porphry diké was penetrated about 89 feet east of the raise by

a crosscut. . The-dike proved to be-about 85 feet thick. Beyond the dike a
sheared mlxture of porphyry and llmestone was disclosed. No ore was en-
countered. : : B

A. G, Keating






L] Audited .w" ANALYSIS SHEET - DMEA PROJECT." L<F  Actual Cost
/ '

/ﬁ {% CertifiedW Analysis as of- 3//6)3/&3: %Z Agreed Unit Costs
Na

Incl, Voucher for ~ Jeu¥, /942

CALLAHAN ZINC-LEAD COMPANY 7 ' Docket No, 110
State COLORADO Commodity LEAD#ZINC Idn-E No, __ 2
AUTHORIZED /____COMPLETED
OPERATION 4 TRits |, Cost J Tmits r  Cost NET COST ,

R L ’W AR 15700 \F12,5528F 7,753 20
e CRTET S W &l M sssmeoy 2205 s a0y #7500 "
| | /ST hasnfR| sy V] 7367687 735748
a8’ g5 x| 289! N Szro0l 2, S"./ /4 866,507 /-;it%é \Y' X4

Raising

Shafts

Wingzes - ' : _ | 3 -

Drilling
(Specify)

_ Sur.e Excavation

Underground Excava'bion S A o ’
w‘@%\w | &, 009,604
a.ka}um 2

" Operating Equipment Purchased

Sﬁ;ao-ﬂ,w 5‘@‘@&0

%ﬁ

VLS

\\

Surface Rehabilitation & R.epair/Sf f - A/ | L ‘» o
Underground Rehabilitation Z‘WJ-S@ o | /1377 /6 /7 37/4

New Building, Improvements, etc,

/]

Other (Specify)

rass P SO 7%79%723 T

> /«@/ y/
_/% W Sl Lono> Fiud. W@ A
FH, 00

. ' A Prepared by

.:}::, j{w{i (U:?C_C»'mf:g(f 5-//:/§ s /

{

71626
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. o OFFICIAL FILE COPY
’ . . Date Surname Code
VAl
f//%

} /3

j V7
Jan 31- 1964 } zhézégz;V’”/?y ad

Pianacle Expleration, Inc.
100 Park Avenue :
New York 17, New York

Re: DMEA~110 (lLead-Zinc)
Callahan Zinc-lead Company, Inc.
Victor, Akren, and Morning Star Mines
_Gunnison County, Colorado
w/ Contract IdmeE2

Gentlemen:

By the terms of the subject Amended Exploration Project Contract,
as amended, and thé royalty agreement in Paragraph 5 of the
Termination Agreement, dated May &, 1955, all minerals mined or
preduced from Augult 12, 1952, to August 12, 1963, were subject teo
the Government's petccnuso royalty as set forth in said amended
contract.

As the period during which production was subject to royalty has

now expired, the Govermment according to its present recerds retains
ne claim or lien against the property subject to the amended centract
or any future productien therefrom. Ve, thcretcre, are closing our
books and recordn on this contract. : ‘

stncerely yours,

| 4
George Fumich, Jr. ‘!éx:\
L

Y
w

Acting Directer

FMMurphy/mm (1/30/64)
cc: Director's Reading File

Region III w/cy of Form 63 dated 8/20/63
CA&A Div1sion
Docket

Code 500

L3683





UNITED STATES

DEPARTMENT OF THE INTERIOR

OFFICE OF MINERALS EXPLOR/-I\TION
Building 20 - Federal Center,
Denver, Colorado 80825

N
OFFICIAL FmE COPY, j
0.

3

RECEIVED FEB 3 1964}
Dr\TE “\ TIALS CUUE T
Y 60
! 32;31 ry 3§3?I904322;%;;:
Memorandum f———- =2 S0 §

{

To: George C. Selfridge, Chief !

Division of Field Operations, OME
Washington, D. C. 20240 IR |

From: Acting f;;id Officer, OME, Region III

Subject: DMEA-110 (Iead-Zinc)
Contract E2
Callshan Zinc-Iead Co., Inc.
(Victor, Akron, and Morning Star Mines)
Gunnison County, Colorado

— 22

1/31 o/
e 12

DMEA-3032 (Thorium-Rare Earths- Columblum-Iantalum)

Contract Idm-E631

Rare Earth Mining Company

(Iittle Johnny, et al., Group of Claims)
Gunnison County, Colorado

EXPIRATION OF DMEA CONTRACTS PAYING ROYALTY

On my return from the next inspection of OME Contract 2171,
Frank O. Richardson, I will stop in Gunnison and visit the subject

properties.

M; Connors
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UNITED STATES
DEPARTMENT OF THE INTERIOR

OFFICE OF MINERALS EXPLORATION
WASHINGTON 25, D. C.

2! DMEA-=110 (Lead, zinc)
Callahan Zinc-Lead Co.
Akron & Morning Star Mines
Gunnison County, Colorado
Contract Idm-E2

100 Park Avenue
New York 17, New York

Gentlemen:

After the completion of the approved: exploration work under
the contract identified above, we asked to be informed about
changes in the atatus of the property and production from it
during the period of royalty obligation.

To assist you to furnish this information and to assure the
accuracy of our records, please answer the questions on the
back of this letter and return two copies to this office
vith copies of any pertinent documents.

Sincerely yours,

W. R. Griswold
TYrn
¥+ R. Griswold, Chief
Division of Minerals
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lee,

thIHG'DEEDf:

'THIS 'INDENTURE, Made this 10y, day of August, in the year

A of our Lord one thousand nine hundred sixty-two, between PINNACLE
= EXPLORATION xnc., a corporation whose address is 100 Park Avenue.
‘w"*.New York 17 New York, party. of the first part, and JAMES P,

:aff%e’POULOS. of the County of Delta and State of Colorado. party of

S

' '“Ato-wit*?‘

~‘f1n;oonSideration of the sum of ONE DOLLAR ($1 00) and other vnlu-_-fn;\‘
"nb;e conside:ation to it in hand pald by the.said party of the |

Q__second:pnrﬁ, the receipt whereof is hereby.#cknowledged, has

'the second part';_;' - '?f - Aq

.
R WITNESSETH, That the said party of the first part, for and

granted, bargained}‘hold, remised, released| and forever quit-

T‘claimed; and byithese presents does grant, bargain, sell, remise,

I (ERERY Tl

y————— - et

'part ‘his heirs nnd assxgns, ;, the following described property,

q;situate, lying and being in ‘Tomichi Mining Distcht, in the COunty

of Gunnison, and State of Colorado, to-wit:

All those patented lode mining c¢laims

NAME OF CLAIM ~ JURVEY NO.
‘;,hrﬁ?%FBANDIT R 871 J

. YELLOW JACKET f:'fff ' 118965 ‘L'i'?if' ?f“f.ynf:,

PAYMASTER S ,n“ 8861 T}e;{:?fz;;gjj;f
v//NORTH STAR :ﬁ, | 847 A . i

_ NORTH STAR MILLSITE 84f.§'jf;- I
“/,NUMBER THREE 1__ . |sso .. ;iftfé;'ﬂﬁifrrﬁj

/ NARROW GAUGE 848 ..l e

<

HAVERFORD ~ ~ - - |1606 _hf‘f;jgﬁ~c e

| MAZEPPA. A"fvf{]~\‘h?" 2498 :?f¥£?7?%ffif:f?‘”“ g
. LOST cowacw fjH e f»--»233§ - S ;;.. ;
e | 849 _q'
: 2070 °
, | )
;';—,V'-,_’::l,'- PR s L d/:,",‘,,):;‘ Sons - iy
. B | S

descr bed as follown,.'J

' release and forever quit-claim, unto the said party of the second .|






" NAME OF CLAIM 0 | SURVEY NO.

. SUNSET T - ey
.+ . SILVER TROWEL B - |1esa i

3 ':“"’.:":,"I".‘.SILVER_ BAYONET anCi'.T." PR .
L improvements B - |1942- - T L

. LELIA ETTA S 2511
Dk osEDALIA TSR U lasig
S 7Y, BOB LEE;,,'[t*‘ L T 2494

S ENSIGN .. ) 4508 Afmf";-- el i

- TOMICHI MILLSITE = 11838 LTI

'LEONORA - .. o W58737'f o
{ﬁvﬁi wonvnanE'-‘ﬁ;*“.'n o 5872"”.'??5

\'%:;, UNDIVIDED 4/5 in IRON DUKE . | 1062
.. JERSEY . [ ¢ o | 2305
7 SNOWDEN © - U 12418 .

04" FLINT MILLSITE . 1 2073B

"gLTWTJE ?f LITTLE MAY ,;,f_ | 2333.u. -
| - FLIRT o j' i; | a0z a

. NEST EGG. CARBONATE KING ' | 1555 o

' EUREKA [”~‘13gi - 1574

R N - ’ 4 ’

S » L } . o o
Lo LT, . 7 [ . = . .

RN Jfraq . S . - S
C R S < . :
SRR Ve LT o .

. e e I 1 “

. A ) N
S - Lt

. FLIRT MILLSITE a/k/a - B I

. LEHIGK - - - | 7956 Y

L TOGETHER with a11 the dips, spurs and anglea, and all the

."metals, ‘ores, gold and silver-bearing quartz, rock and earth

therein, and all the rights, privileges and franchises thereto ,;”

‘-incident, appendant and appurtenant, or therewith usually had
and enJoyed° and all and sinoular the tenements, hereditamente
and appurtenances thereto belonging or in anywise appertaining,

iand the rents, issues and profits thereof, and all the estate,

- right, title, interest, claim and demand whatsoever, as well in L

[

~ law as 1in equity, of the said party of the first part, of in or .

to the said premises, and every part.and parcel thereof, with

the appurtenances.

i . ;

TO HAVE AND TO HOLD, ali and singular, the said premises, |

fvtogether vith the appurtenances and privileges thereto incident,

RN
————— e . L
. Tesd v ome
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parti~of the second part, his heirs and assigns

‘ }Zforever.',..’ f o ;
IN WITNESS WHEREOF, The said party of the first part has

'hereunto set 1ts hand and seal the day and year first above

LT PINNACLE EXPLORATION, INC.

?‘iflﬁf* ‘ATTEST*lpl ZTJf. A L & corporation
P ﬁ f‘*w%«-««cg 3 @(M,m_ By
B L Cﬁss - Secretary ‘
é “ « | N X R PR '
© STATE OF NEW YORK.) _*' = : |

commr OF NEW YORE ) -

YR PR soesiit
o T T AT ST

e ean v o T

) 88,5

The foregoing 1nstrument was acknowledged\j?fore me this

/04”‘ day of August A.D. 1962, by

B R Witnesa my hand and official 1.
el 92
S ST .», o PR ﬁotary pubrfc '

.3’ %’0«6 3

e e e e . .

7ﬁas Vice President and éLéﬂwauwuzcsp ?%nvuuw» : asASecretary

";of the Pinnacle Exploration. Inc., a corporation.
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To:  Fiscal aecmm, Diviston of Matntstrat

: ceg
Oftice of the Oecretary, Dcmmt ot the Interior
~ Washington as, D. C. ‘

From: Acting ?J.em mﬁeer, m, &aglon m

Subject: DMEA-110 (Ie&d-zine)
. Contract Idm-%2 B
Calleban Zinec-Yead Company, m :
" {(Victor, Akron, and lloming 8tar Mines)
QSunni son Cmmty, co].orﬁn

' Attached s the original Beport of foyalty Peview on ihe subject
 property dated May 2, 1962 covering the period June 9, 1959,
through April 2, 1962. .

o -O:riginal signeq by

~ for

Attachments
HMC/1m : e ' :
‘cc  Chief, Division of Field Operatlons, OMEé
E. D. Talbért, Acting Chief ' R
Contract Administration. and Audlt Div181on
Royalty Corres Idm-E2
Chron : :
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Code

: . OFFICIAL FILE
‘- . - { Date Surnaome

220

M2y
2 98
Memorandum
To: Acting Field Officer, Region III
: Signed
From: E. D. Talbert, Acting Chief ‘% ) E D. Talbert

Contract Administtation and Audit Division

Subject: DMEA-110 (Lead-Zinc)
5 Callaghan Zinc-Lead Company, Inec.:
. Victor, Akron, and Morning Star Mxnes
Gunnison County, Colorado
Contract Idm-B2

The original and one copy of a Report of Royalty Review-coverihg
the subject contract are enclosed. If you concur in the facts
stated therein, please make the following distribution:

(a) Original to the Fiscal Section, Division of Adnin-
istrative Sarvices, Office of the Secretary,
Department of the Interior, Washington 25, D, C.;
and ‘ '

(b) One copy for your files,

This Report of Royalty Review is wade for record purposes only;
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 Divigion with your
comments,

Enclosures
EDTalbert/ama 5-2-62

ce: ,

Docket - o
Director's Reading File
CA & A Division

Mr. Rothrock

u3e8l
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e @ WA

o. M. £ . UNITED STATES

'\PR a DgPARTMENT OF THE INTERIOR
_ OFFICE OF MINERALS EXPLORATION
" " - WASHINGTON 25, D. C.

MAR 3 0 1952
. Re: DMEA-110 (Lead, Zinc)

Callahan Zinc-Lead Co.
Akron and Morning Star Mines

Gunnison County, Colorado

Contract Idm-E2

2

PlnnacleEmploration, Inc.
100 Park Avenue
New York 17, New York

Gentlemen:

After the completion of the approved exploration work under
the contract identified above, we asked to be informed about

- changes in the status of the property and production from it

during the period of royalty obligation.

To assist you to furnish this information and to assure the
accuracy of our records, please answer the questions on the
back of this letter and return two copies to this office
with copies of any pertinent documents. .

Sincerely yours,
George C. Selfridge, Chief
Division of Field Operations






MME Form 63 | . ’

Revised 3-62

REQUEST FOR INFORMATION ON CERTIFIED PROJECT SR
AND PROJECT UNDER ROYALTY ACREEMENT L. I

1. Since Marech 2, 1960 , has there been a chLange in ownership, - .
lease, or sublease? If yes, please state details of the trans-
action below and provide a true or signed copy of the pertinent

.documénte%, unless thHey have been provided before. Yes“[j - Nom
< .l V } 3
e ;
2. Since March 2, i960 , has there been any p:roduction from
the land subject to the contract? Yes [] No Xl

-A. If so and it was shipped, give quantity, value, a.nd na.me a.nd
address of purchaser. . -

Quantity .. .. Value

B. If stockpile& é,waiting sale, state quantity, grade, and ‘location.

Type Quantity Estimated Grade Location
Ore : Tons
Concen-
trates _. Tons
Other Tons ..
< —
3. Since ' ha,s any production been transported
through workings (see , " of contract)? “Yes D No m

A. If so, state.'quar;tity;"val‘ue',“ and_disposition of material.
N B Je v ] . L.

Disposition of Material : ' Quantity ~ Value

Submitted by:

Name WM Title _W

-,’ .

hddress M Date {;//}/& 2
WMI 207

ka1l
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wr. J. m._m
P. C. Box 184
Guanison, Colorsdo

Re: Docket Mo, DMBA 110 (Ieed-Zinc)
Comtract No. Idm-E2
Calloden Binc Ised Compeny
~ (sron s Morming Star mines)
| mm Colorede

Dear Mr. Don:

mmmxmsormmmtumcwm
mﬂt,mimuﬂmmmmmmwﬁmmduwnm
mwmmm«xy«mm

wmm, ]

Oniginal signed by

.. mmwmmemmmumm;m .
then this office bas bteen nOtifisd? Yes  No . If yes, please furnish detalls
of the trsnsecticn oo & separwis sheet end incinfe o tiwe or signed copy of my
mmtmtmmmummaﬁmnwr. :

' ummwﬁmmmmwmua&m
amtmta&mhmuyl,l%r m b . Bm,ﬂﬂmuuh,mm
the parcheser? . . , ‘ .

% ﬁmyntt&mmwmmmh& ‘ae lla

{a} Ore, Toms ‘ - Eetimated grede
(4

Ia\rgnﬁaon,m . - Estimmted grede
mmmu& S f ~ : -

Tele e et

TMR:1tm  cc: Chmm. 'Op..>ctzmn*.’“/_ ‘Roy. Corres. 2 = Chrom.





JUN 111959

¥emorandum
Tos Mr, Donald T. ¥inch, OME Auditor

From: L, D, Talbert, Acting Chier  (Signed) E D. Talbert
Contract Adainistration and Audit Division

Subject: Docket o, DMEA110 (Zinc-lead)
Callahan Zinc-lead Company
Contract Eb. Idm-E2

OFFICIAL FILE COPY

Date

Surname

Code

G

&

220

1, 2

K2 N

Your Renort of Royalty Review on the subject contract is
acceptable and distribution of the regional conies is authorized
after correction of the Operator's name to "Callahan Zinc-lsad

Company®". No copy need be sent to the Orerator,

EDTalbert/ama
June 11, 1959 L

Copy to: Docket Ve
Director's Reading File
CA & A Division

W3le83
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HCRubin/emd 4/8/57

. Copy to: l/l)ltll‘.'A Docket

\

OFFICIAL FILE COPY

' ) ' Date Surname Code
‘ -~
’,’W
APR 15 1957 . —
15 ] e
Mr. J. G. XIntosh 15 D
Assistant Secretary . , i
Callahan Zinc-Lesd Company, Inc. 4/ o 20
100 Park Avenue v /0
Rew YOtk 17' ‘o Yo & "D
Re: Docket No. PIEA-110 ) N
Callahan Zinc-Lead Company, Inc. : ‘ V/la

Akron and Morning Star Mines
Gunnison Ceunty, Colorado
: Anended Contract No. Idm-E2
Dear ¥Mr, McIntosh:

Your letter dated Mazch 14, 1957, fnformed us of the transfer
of the land described in the subject contract to Pinnacle Exploration,
Inc., a new corporation, and asked what steps are necessary to “assign
the Termination Agreement", executed under the contract, to the new
corporation, . ‘

It is pot necessary to assign the Yermination Agraement.
Rather, pursuant to Article 7 of the comtract, you are required to
make suitable provision for the preservation of the Govermmsnt's right
to a percentage royalty on production and lien for the payment thereof,
the royalty being due the Govermment, pursuant to paragraph nunlerved
5 of the Termination Agreement, on any minerals mined or produced from
the land from August 12, 1952, to August 12, 1963, or until the amount
contributed by the Government uader the contract is repaid.

Accordingly, the instrument under which the subject land is
transferred from Callahan 2inc-Lead Company, Inc., to Pinnacle Explo-
ration, Inc., should provide for the Govermment's royalty and lien,
as described in the Termination Agreement; snd payment of the Govern-
ment's royalty should be made pursuant to Annex II to Amendment Ro. 6.

Plesse let us know the place of incovpoution and address of
Pinnacle Explorat!.on, Inc.

. §incerely yours,
RO R SEOTA R ﬁl/‘f/\,_/\

Adm, Reading File . ‘
F. T., Reg. III (2) Administrator
Operating Committee

W. R. Griswold

Mr. Bishop, USBM

Mr. Kiilsgaard, USGS

Mr. Dwyer

Mr. Rubin

chron. pending

8623
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500 Date Surnaome Code
- ‘ April 1, 1957
Bemorandum
Tos Associate Solicitor, Division of Mimeral Resources

From: - Chief, Base Metals Division

Subject: Preparstion of letter for reply for Docket Ro. DHEA-].IO,
Callahan Zinc-lead Company, Inc., Akion and Morning Star
Mires, Qunnim County, Colorado, Amended Contract Ho.
Idn=E2, lead-Zinc.

I refer yow to the March 1 letter from Callshan . | RO
Zinc-lead Company, Inc. Since this appears to be purely a &

legal matter, would fou kindly prepare a reply. - -\

. B Griswald
W. R. Griswold

WRG/er
Cooy to: Docket , )
N (¥} ) . .
hron. . . j .
Base Metals

8623





UNITED STATES e e
DEPARTMENT OF THE lNTEmoRFF‘c'g'-MFéLi COPY,

DEFENSE MINERALS EXPLORATION ADMlNlSTRMTw
22l New Customhouse CEIVED AR 21 1947

Denver 2, Colorado —Eﬁfﬁ_rTNﬁTnug—riﬁﬁﬁf‘
March 18, 1957 ~iloz/ ¢ _— .20
f

*r&‘l{

Memorandumv/
To: Chairman, Operating Committee, DMEA [:;_.___¥
From: Acting Executive Officer, DMEA Field Team, Region ITI

Subject: Docket DMEA-110X (Zinc-Lead) Contract Idm-E2, Callahan
Zinc-Lead Company, Inc. (Victor, Morning Star and Akron
mines) Gunnison County, Colorado

Enclosed are the original and two copies of a letter
dated March lh, 1957 from J. G. McIntosh, Assistant Secretary,
Callahan Zinc-Lead Company, Inc., requesting advice as to the
necessary steps to be taken to effect assignment of the Termi-
nation Agreement terminating Contract Idm-E2 from Callahan Zinc-
Lead Company, Inc. to Pinnacle Exploration, Inc.

We will appreciate it if you will feply to Mr. McIntosh,:
glving information requested, with a copy of your letter to this

office. '
Z’//ZMW

- E. N. Harshman

Eanclosures
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100 PARK AVENUE
NEW YORK 17, N.Y.

OREGON ©-1300

OFFICE OF THE TREASURER

v, O

CALLAHAN ZINC-LEAD COMPANY, INC.

‘DMEA

EPARTMENT OF THE INTERIOR

MAR 18 1957

" REGION III -
DENVER, COLORADO

March 14, 1957
— N — 9 ——
QFFICIAL FILE COFY |
- DME A .
U, Se Department of the Interior RECEIVED 10e
Defense Minerals Exploration Administration W*JAR%E‘ 19577 .E
22l New Customhouse E | INITIALS E
Denver 2, Colorado :
Re: Docket No, DMEA-110X
" Contract No, Idm - E2
Commodity- Zinc and ILead
Gentlemen:
We wish to advise that Callahan Zinc-lead Company, Inc. is fin the ""b
process of transferring all of its right, title and Interesl in

the Akron property to a new corporation - Pinnacle Exploration,

Inc,

Callahan Zinc-Lead Company, Inc, wishes to assign the Termination
Agreement dated May L, 1955 in comnection with the above mentioned

contracte.

Kindly advise as to the necessary steps that should be taken by
Callahan Zinc-Lead Company, Inc, to effect assignment of the above
mentioned Termination Agreement to Pinnacle Exploration, Inc,

Very truly yours,

CALLAHAN ZINC-IEAD COMPANY, INC,.

o Go MeIntosh
A_ssistant Secretary

JGMcI/bm

f e I
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CSEIE omclAL nu-:m
. 22k Mew Custombouse ' DM'A :
C varenas, 1957 mﬁl “f:.ﬁ.im‘ |
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A-uumt Seexetery © .. ot : i
Callahan Zinc-ieed cm, Ing. - — '
100 Park Avenwé - ‘- 7 L

KNev York 1T ’ m ‘Iork
: . Pe:  Desmet m-nw: (nm~m)
ST Comtrect Idm-BR
.. Callahen Zine-Lesd Cempany, Inc.,
co o (vietor, nomiu Star ad Akro- '
 mines) |
~ Gupntsen Cownty, Coloreds

Dear Kr mm‘toshz

' namce 1o made to m let'enr @r Mrch J.k, 1957 o
requesting Bdviee as to the necessary steps to be taken to effect
 assigment of the Termination Agresment termimating Contrmet Idm~

E2 from Callshan Zinc-Lesd Company, Ins. to Pianacls Exploratios,

: Your letter vas ralferred to the Washington Office,
- DMOBA, for . limﬁ replv m ta numy ﬂn mum inter-

Vtrytwly Wi, o

. 0;'l§lnal slgned by
€ N. HARSHMAN: -

. x. lo ‘r‘m : :
- Aesing Rxesutive Qttinr o
_DMRA Fleld Team, Reglon IXX . .

Enclosures = - .7

o o JWRy - o

. ‘ec: Chm. Op. (2)
o vHarshman
Shaw . -
Townsend .

.. Corresp. E2
“Chron. . -,






UNITED STATES

DEPARTMENT OF THE INTERIOER
BUREAU OF MINES
WASHINGTON 25, D. C.

Re: DMEA-110;
Contract IDM=-E2
Callahan Zinc=-

Lead Co.
Memorandum Akron & Morning
Star Mines
Tos W. R. Griswold, DMEA Gunnison County,
Colorado

From: O+ M. Bishop, Branch of Base Metals

Subject: Reviéﬁ-of'Finai Report transmitted by field November 16,
1956; received November 29, 1956

The project, begun May 25, 1951, consisted of 1,59 feet
of drifting, 529.5 feet of crosscutting, 430.5 feet of raising,
715 feet of rehabilitation of the lower Morning Star tunnel, and
$5,000 expenditure in maintaining the Akron level. Total cost was
$148,051.22 through September 10, 1953, when the Government ceased
to participate in exploration costs.

Inasmuch as the ore bodies of the Akron, Morning Star -
and Victor mines are in and along the footwall of the Star fanlt
zone and in the footwall of the dikes that have intruded the fault
zone, the program was planned to explore the footwall of the fault

zone between the Akron workings and the Morning Star, particularly
below 0ld workings,

The drift with crosscuts driven southward of the Akron
OL Raise to connect with the Morning Star workings encountered
sulfide mineralization, of near commercisl grade, but the 34Ol Raise
and 3 diamond drill holes failed to prove extensions to give it
significance as a discovery. The ground which is now closely lagged
and cribbed because of its heavy nature is reported by the operator
to assay 5 percent each lead and zinc with 3.5 ounces of silver per
ton over a width of up to 3 feet and over a length of 50 feet. No -
ore was mined from the discovery and the operation has been completely
shut down since September 10, 1953,

In reviewing the work done, the cost data and findings, I
conclude that work was carried forward in an efficient manner and
at reasonable cost under the conditions encountered. It would
appear, however, that the mineralization encountered must have





warranted sampling and assay, and that such information properly
forms a part of the final report,

The investment by the Govermment is protected by royalty
agreements until August 12, 1963, and that in light of the limited
findings seems adequate, -

O fEitt '

0. M. Bishop

Copy to = Division of Minerals’

' Mre Kiilsgaard, Room 522l
MI‘. Lamb
Mro BiShop
Files





UNITED STATES
DEPARTMENT OF THE INTERIOR
DEFENSE MINERALS EXPLORATION ADMINISTRATION

WASHINGTON 25, D. C.

224 New Customhouse
Denver 2, Colorado Nowvembex

Memorandum
To: Chairman, Operating Committee, DMEA
From: Executive Officer, DMEA Field Team, Region III

Subject: Docket No. DMEA 110 (Lead-Zinc), Contract No. Idm-E2,
Callahan Zinc-Lead Company (Akron and Morning Star mines),
Gunnison County, Colorado
Reference is made to the'Field Team's final report, dated
November 16, 1956, pertaining to the subject contract.
Please change the docket number reference in the report
to DMEA 110, instead of DMEA 1010.

Wb M. Tra





UNITED STATES
DEPARTMENT OF THE INTERIOR
DEFENSE MINERALS EXPLORATION ADMINISTRATION

WASHINGTON 25, D.C.

22 New Customhouse '
Denver 2, Colorado November 16, 1956

Menmorandum

To: Chairman, Operating Committee, DMEA

From: DMEA Field Team, Region III .
(o
Subject: Docket No. DMEA 1§10 (Lead-Zinc), Contract No. Idm-E2,
Callahan Zinc-Lead Company (Akron and Morning Star mines),
Gunnison County, Colorado - FINAL REPORT

Enclosed are the original and three copies of a joint final
engineering and geologic report, dated September, 1956, pertaining to
work completed under the subject contract, by D. H. Richter, Geologist,
Geological Survey, and C. M. Harrer, Mining Engineer, Bureau of Mines,
and transmittal thereof, dated November 13, 1956, from E. N. Harshman
and John F. Shaw. ) :

: Also enclosed are the original and one copy of forms MF-10L4
and MF-10LA, submitted by the Operator as a final accounting report.

The original and one copy of the Operator's final report
were forwarded to you by memorandum of February 10, 1956.

The contract was terminated, effective September 10, 1953,
by agreement dated May &, 1955, before completion of all the work pro-
vided for in the contract.

Final payment to the Operator was processed by this office’
December 12, 1955, in conformance with the Audit Certificate and Report,
dated September 3, 1953, and subsequent Report of Review, dated December
2, 1955, by the Contract Administration and Audit Division, DMEA.

The exploration work completed consisted of 2,119.5 feet of
drifting and crosscutting, 430.5 feet of raising, rehebilitation of
715 feet of the Morning Star tunnel, and general maintenance of the
Akron level, at a total accepted cost of $148,051,22, toward which
the Government contributed 50%, or an amount of $74,025.61,

_—ReViewed b¥
DMEA QPERATING COMMITIER

/(- 527/5‘—4-’5.39
(@), ——

=






The work failed to disclose significant ore bodies, but, -
as the contract was terminated before one of the objectives was
reached - the area beneath the Morning Star ore shoot - the termi-
nation agreement contained a provision to the effect that the total
amount contributed by the Government shall be repayable in the form
of a percentage royalty on any minerals mined or produced from land
described in Article 2 of the contract for a period of eleven years
from the date of the Amended Contract, August 2, 1952; or.until the
entire amount contributed had been repaid, whichever would occur

first.
tk) N Ny
W. M. Traver
25:,/}577422%;z;¢€;%¢534&///
E. N. Harshman
Enclosgres
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UNITED STATES ( ] S
DEPARTMENT OF THE INTERIOR ¢+ ;9%
BUREAU OF MINES Building 20 \ / \\
Denver FederaI\Center./\x/
REGION 11T Denver 2, Col z@oE T
Memorandum : NOVemBerA:F';?lalENT OF THE lNTERI‘o’r\v
To: Executive Officer, DMEA Field Team, Region III NOV 15 1956
) ' REGION III (j\
From: E.N. Harshman D
John F, Shaw ENVER, coLorAD

Subject: Joint Engineering and Geolegic Final Report, DMEA 110, (Lead~Zine)
Contract Idm-E2 (Akron and Morning Star Mines) Callshen Zinc-Lead
Cos, Gunnison County, Colorade

Enclosed are the original and seven mimeographed coples of subject
report by De. He Richter, geologist and C. M. Harrer, mining engineer.

The report covers exploration done along the footwall side of a
fault zone, southward into the areas of the Morning Star and Vietor mines.
This work was done under a contract, dated May 25, 1951 which was replaced
by an amended supplemental contract on August 12, 1952, previding for a
total expenditure of $171,988.08, The final contract was terminated May
Ly 1955, with a stipulation that Government would perticipate in costs
incurred up to Septembeér 10, 1953, The total approved costs incurred were
$117,162,72 under the original centract and $31,288.50 under the amended
supplemental contract, or a total of $148,451.22. After crediting $400,00
salvege against this sum, the net costs were $148,051422 and Government
participation was $74,025.22,

The work failed to disclose significant ore bodies, but the con-
tract was terminated before one of the objectives——the area beneath the
Morning Star ore shoot—was reached. This area is still considered to
hold promise ff finding ore.

3 | A certificetion of discovery was walved on agreement that the (Z
: Gevernment shall be repaid by a royalty on ores produced from other portions
of the property owned or contrelled by-the subject companye.

E.f%@éf.:z o~

Member Field Team

(il

John Shaw
Enoe '~ Revieved by Supervismg Miniing Engineer
f:h;‘:.? DMEA SPERATING COMMITTER
Effiershnen | //- 25- s¢

Idm=-E2
Chron (Gato), -
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UNITED STATES
DEPARTMENT OF THE INTERIOR
FRED A, SEATON, SECRETARY s

s ,\7‘ - V\\\/‘,‘,
DEFENSE MINER.ALS EXPLORATION ADMINISTRATION/

JOINT R.EPORT OF EXAMINATION BY FIELD TEAM
REGION III

" DMEA 110

EXPLORATION PROJECT. CONTRACT Idm-EZ

AKRONAND MORNING STAR MINES

CALLAHAN ZINC-LEAD CO.

. GUNNISON COUNTY, COLO.

-~

JOINT GEOLOGIC AND ENGINEERING FINAL REPORT

Lead-Zinc

D. H. Richter, Geologist ' C. M. Harrer, Mining Engineer
Geological Survey Bureau of Mines _

_— Reviewed by

e

- Sept., 1956 DMEA OPERATING COMMITTEE

//-28-5¢

t

(é8t0),
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DMEA 110
EXPLORATION CONTRACT Idm-E2
AKRON AND MORNING STAR MINES
CALLAHAN ZINC-LEAD CO.
GUNNISON COUNTY, COLO,
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DMEA 110
CALLAHAN ZINC-LEAD CO.
Akron and Morning Star Mines
Exploration Contract Idm-E2
Gunnison County, Colorado

INTRODUCTION AND SUMMARY

On May 25, 1951, exploration project contract Idm-E2 was
activated between Callahan Zinc-lead Company, ./I.nc. , of 100 Park
Ave., New York 7, N. Y., and the Defense Minerals Exploration
Administration. The purpose of the project was to explore for
replacement bodies of galena-sphalerite-chalcopyrite ore along the
footwall of the Star-Lost Contact fault zone, from the southern end
of the Akron mine workings south to the Morning Star and Vict:r mines,
and especially in the favorable area below the old workings of those
mines.

The contract provided for an expenditure of $120, 000.00 to
complete 2, 200 feet of drifting and crosscutting, 500 feet of a 2~
compartmenﬁ raise, and to rehabilitate 1200 feet of the lower Morning
Star tunnel. The time alloted for completion of the work was 13
months. This contract was on a "long form" or actual cost-incurred
basis.

On August 12, 1952, this contract was replaced by an amended
supplemental contract providing for additional work at a cost of

$54,917.00. In this new contract, the estimated cost of work provided





¢ ®

for under the origihal contract was reduced to $117,071.08, and the
io;#l cost of the project was set at $171,988.08. Work under the
supplemental contract included 239 ieét of additional raise, 745 feet
of additional drifting and crosscutting, and the repair and mainten-
ance of the Akron level.

Work under the original coﬁtract (figs. 2 and 4) started on
May 26, 1951, and was to be completed by September 25, 1954.

On May 4, 1955, contract Idm-E2, Docket DMEA 110, as
amended, was terminated by mutual agreement with the stipulation
:that the Government would only share in exploration costs incurred
to September 10, 1953.

Exploration work, under the original acontract (figs. 2 and 4)
was completed during the period May 26, 1951 to May 1, 1953, and

the following was accomplished:

Units Total Costs Cost per foot
Drifting 1,474 feet $77,940.59 $52.88
Crosscutting 416 feet 14,412.69 34.65
Raising 151 feet 7,357. 28 48.72

Morning Star rehabilitation 715 feet 19, 937. 77 27.88
: $119, 648. 33 (Operator's
MF -104A for
Aug. 12, 1952)

Total Cost approved by audit $117,162. 72 (Audit report
12/9/55)

During the period May 1, 1953 to September 10, 1953 explora-
tion costs were based on a unit cost, supplemental short-form-contract,
and the following was accomplished:

-2~
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Units Total Costs Cost per foot

Drifting 120 feet $ 6,000.00 $50.00
Crosscutting 109.5 feet 5,475.00 50.00
Raising 279.5 feet 14, 813.50 53.00
Akron level maintenance 5,000.00 ’

Total approved cost $ 31,288.50

Costs incurred under the contract totaled $148,451.22.

' Disposal of property at termination of the contract netted
$400. 00, making the final costs of exploration $148, 051.22, and
Government participation, at 50 percent, $74,025.61.

The work conformed to the terms of the contract and was per-
formed efficiently and in accordance with good mining practices.
Unit costs were high but not excessive for the severe conditions
imposed by the soft, heavy, caving ground within the fault zone.

Work done under the original contract resulted in the discovery
of a mineralized zone on the Akron level north drift that is up to 3
feet wide and 50 feet long and contains 5 percent lead, 5 percent zinc
and 3.5 ounces of silver per ton (fig. 2).

Work done under the amended supplemental contract revealed
no ore or significant mineralization. However, the projected down-
ward continuation of the Morning Star ore shoot was not reached by
the ;-3102 sub-level crosscut and is some distance north of it. This
objective still remains a favorable target for exploration. The con-

tract was terminated before reaching the Morning Star objective.
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Certification of Discovery or development was waived on
t;e agreement that the net amount contributed by the Government
shall be repaid by a royalty'on minerals mined from 5 of the 31
claims, owned by Company, and the southerly 1200 feet of 5 of the
46 claims it holds under lease (fig. 2).

No further exploration with DMEA assistance is recom-
men&ed.

LOCATION, TOPOGRAPHY AND PHYSICAL FEATURES

The property is a quarter of a2 mile southeast of White Pine,
on West Point Hill, in the White Pine area of the Tomichi mining
district, Gunnison County, Colo., in unsurveyed T. 50 N., R. 5E.,
New Mexico principal meridian (fig. 1). It is 185 miles southwest of
Denver, 43 miles east of Gunnison, and 1l miles north of Sargents,
Colo. Operators of the property have ready access to transporta-
tion, industrial, and supply facilities. The services of Denver &
Rio Grande Western Railroad are available at Sargents and Salida,
Colo. Mine workings are at altitudes ranging between 9, 700 and
10, 000 feet. The terrain is steep and rugged, and the mountain
slopes are wooded with pine suitable for mining pvrposes. Ample
water is available from nearby Tomichi Creek and from mine
workings. .Year-around mining operations are maintained in spite

of heavy snows and cold weather that occur during winters.
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HISTORY AND PRODUCTION

Ore was first discovered in the Tomichi mining district in
1879, when the North Star claim was located. The Victor-Beta claims
were located in 1882. During 1885-1893, the district was prosperous,
but after 1893 only a few mines produced ore in quantity.

The Akron property was acquired by Callahan Zincelead
Company in 1938 and was placed in production during 1940. On
January 1, 1948, a new 80-ton-per-day lead-zinc diiferential-ﬂot#tion
mill was put in operation. The property was operated continuoﬁsly
until November 3, 1952, when it was .shut down due to the low prices
of lead and zinc. During the period 1901-1955, the Akron mine pro-
duced 129,119 dry tons of ore, from which 742 ounces of gold, 659, 300
ounces of silver, 337, 818 pounds of copper, 20,909,144 pouhds of lead
and 26, 358,495 pounds of ginc were recovered. Based on those
production figures, the ore had an average content of 0.006 ou‘xfce
gold and 5.1 ounces silver per ton, 0.1 percent coppér. 8.1 jeré?nt
lead and 10.2 percent zinc.

| During the period 1907-1935, the Morning Star mine had a
production of 3, 881 tons of ore, which had an airerage coﬁteﬁt of
about 0.03 ounce gold and 17.5 ounces of silver per ton, 0.14 percent
copper, 14.4 percent lead and 24.6 percent zinc, based on\re‘cbire'i'-‘ed.

metals.





Between 1906 and 1924, the Victor mine produced 1, 375 tons of
ore which had an average content of 0.007 ounce gold and 13.4 ounces
silver per ton, 1.9 percent copper 19.4 percent lead and 13.3 percént
zinc; based on recovered metals.

On March 12, 1951, Callahan Zinc-Lead Company's Colorado
properties, known as the Akron Unit, were examined by a Geological
Survey and Bureau of Mines team in connection with an application
for exploration assistance under the De;,fense Production Act of 1950.
An exploration program was recormnmended for approval in April 1951,
and an exploration contract between Callahan Zin_c-Lead Company |
and the Defense Minerals Exploration Administration was activated
on May 25, 1951. On August 12, 1952 an amended supplemental
exploration contract was signed. This contract, Idm~-E2, Docket
DMEA 110, was terminated by mutual agreement. Although the
agreement was signed on May 4, 1955, September 10, 1953 was set
as being the date of termination, after which the government would
no longer participate in the exploration project.

PROPERTY RIGHTS

Under the contract Idm-E2, Docket No. DMEA 110, Callahan
Zinc-Lead Company subordinated the 31 claims (fig. 2), which it
owns and incorporated a subordination agreement from Hayden

Mining Company on 46 claims, which it controls under lease.





In the termination agreement dated May 4, 1955, the contract

was amended to subordinate only those claims directly benefited by

the exploration program and release the rest of them. The claims

so affected are also shown on figure 2.

The Government's share of expenditures in the exploration

program is now payable through a royalty on any minerals produced

until August 12, 1963, from the following claims and parts of claims

which the operator owns, or leases from the Hayden Mining Company.

Claims subject to DMEA Royalty Payments (fig. 2)

Name

Deadwood
North Star
Muldoon
Narrow Gauge
Number Three
Victor

Morning Star
Good Hope
Lucky Boy
John C.

Kind

Patented lode

Survey Part subject.to DMEA
Royalty

No.

1872

847A

849
848
850
17173

6575
20008
20008
20008

The sou

General Statement

therly 1200
" 1]

All

. GEOLOGY AND ORE DEPOSITS

ft.

Title

Owned by Callahan
Zinc-Lead Co. .

Leased from Hayden
Mining Company
1 1]

"
"

The geologic information in this report has been compiled

from the reports of C. S. Robinson, who conducted a detailed investi-

tation of the Whitepine area for the U. S. Geological Survey from
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1949 to 1952, and the work of M. R. Brock, who mapped part of the
éeveloptnent drift for DMEA. Parts of two mines in the area, the
Morning Star and Victor, were inaccessible during the contract
period, and information concerning them is based on surface studies
'a.nd old mine maps of the Callahan Zinc-Lead Company.

The Akron, Morning Star, and Victor mines are in the
southern or Whﬁepine area of the Tomichi mining district, on the
west slope of thei Sawatch Range, Gunnison County, Colo. The
sedimentary formations overlying the Precambrian granite in the
Whitepine area are successively, the Cambrian Sawatch quartzite,
the Manitou dolomite, Harding quartzite, and Fremont dolomite,
all of Ordovician age - the Devonia..n Chaffee formation, the
Mississippian Leadville limestone, and the Pennsylvanian Belden
shale. The sedimentary rocks are folded into a broad syncline
with minor folds on the limbs. The formations have been faulted
and intruded by the Princeton quartz monzonite, Akron rhyolite,
and rhyolite porphyry dikes all of tirtiary age. Replacement
deposits of lead-zinc-silver ore occur in the limestones and
dolomites along the faults, and in part, along the axes of the folds.

The ore bodies of the Akron, Morning Star, and. Victor
mines are in and along the footwall of the Star (Lost Contact) fault
zone and generally in the footwall of the rhyolite porphyry dikes

that have intruded this fault zone. The purpose of the Callahan
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Zinc-Lead Company's development drift was to explore the footwall
of the Star fault zone from the southern end of the Akron v;orkings.
south to the Morning Star and Victor mines, and especially to .I».
explore the favorable area below the old workings of these two
mines (fig. 3).

Akron Mine

The Akron mine is worked through the Akron tunnel, the
portal of which is about 800 feet south of the town of Whitepine.
There are about 10, 000 feet of drifts and crosscuts on the tunnel
level, and the six main levels above the tunnel have a total of 6, 000
feet of workings.

The ore occurs in the Ordovician Manitou dolomite, in the
footwall of the Star (Lost Contact) fault. The dolomite which ranges
in thickness from 20 to 100 feet is shattered, silicified and locally
mineralized. Bedding is difficult to distinguish, but in general the
beds have a northerly strike and dip 40°-70°E. A highly altered
rhyolite porphyry dike with gouge contacts lies within the Star fault
zone. West of the Manitou dolomite is a body of highly sericitized
and silicified rhyolite referred to as the Akron rhyolite. This for-
mation is, in places, very difficult to distinguish from the silicified
Manitou dolomite. |

The Star fault, as exposed in the Akron tunnel, is a 60-foot
breccia and gouge zone containing 40 feet of altered rhyolite porphyry.
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It is a reverse fault with a general northerly strike and an average
dip of 60°E. Small mineralized faults, probably contemporaneous
with the Star fault, are locally present in the dolomite and numerous
post-ore faults offset ore bodies and the rhyolite porphyry.

The ore occurs as lenticular bodies in two zones in the
Manitou dolomite. One zone is along or close to the Manitou-
porphyry contact and the other is usua-lly 20 to 60 feet farther in the
footwall at, or near, the Manitou-Akron contact. Most of the pro-
duction has come from the zone along the porphyry dike, but recently
considerable ore has been found in the outer zone. In general, the
ore bodies which range from 50 to 150 féet long, 50 to 200 feet high,
and 6 to 25 feet wide, are elongated parallel the Star fault and dip
40°-80°E.

The ore in the zone near the porphyry dike is composead of
large mas.ses of sugary-grained sphalerite and galena with small,
disseminated grains of pyrite and chalcopyrite. The ore in the zone
near the contact of the Manitou and Akron rhyolite is composed of
bands of sulfide in a gangue of Manitou dolomite. Individual sulfide
bands consist of layers of nearly pure galena and sphalerite alter-
nating with layers of sphalerite mixed with pyrite and chalcopyrite.
According to figures submitted by the Callahan Zinc-Lead Company,
the average grade of ore mined during the last 25 yea.i's is 14.96%

zinc, 11.43% lead, and 6.04 ounces of silver per ton.
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Morning Star Mine

The Morning Star mine workings are about 3, 500 feet south-~
easlt of Whitepine and consist of an inclined shaft, about 300 feet deep,
and two tunnels and a winze level having about 4, 500 feet of drifts and
crosscuts {fig. 2).

The ore is in the Mississippian Leadville limestone, a
dolomitic-limestone marble, which forms the footwall of the Star
fault. The limestone is cut at places by a rhyolite porphyry dike,
which locally departs from the fault leaving a thin slab of limestone
between the dike and fault. Massive sulfide bodies have been mined
from both sides of the rhyolite dike, and oxidized ore is reported to

have extended to depths of 100 feet.

Victor Mine

The Victor mine workings are about 4, 200 feet southeast of
Whitepine. They comprise an inclined shaft and tunnel; both caved
prior to 1951. The workings are in dolomitic~limestone marble of the
Leadville formation on the footwall of the Star fault. As in the nearby
Morning Star mine, the fault contains a dike of rhyolite porphyry,
which at places deviates from the fault zone leaving a thin plate of

limestone between dike and fault.
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According to Crawford the largest ore body in the Victor
mine was a silver-bearing lead carbonate sheet west of the porphyry
that extended from the surface to a depth of 182 feet. The longest
drift on ore had a length of 300 feet; the greatest thickness was 8
feet. Sulfide ore in smaller bodies has been mined from the east
side‘ of the porphyry dike.

Akron-Morning Star Exploration Work

The Akron-Morning Star development drift, one of the major -
projects of the exploration contract, was started near the 04' Raise
in the Akron workings (fig. 3). Drifting was begun in the highly
altered Akron rhyolite and continued south in this formation for
approximately 250 feet. The remainder of the drift was in white to
black dolomitic liméstone of the Manitou formation, on the footwall
side of the Star (Lost Contact) fault. Two lo;mg crosscuts off the
main drift intersected the rhyolite porphyry dik_e and were termi-
nated in granite. The ground crosscut under the Morning Star mine
is undoubtedly on the Star fault, as evidenced by the intense shear-
ing within the rhyolite dike and Manitou dolomite. There is some

doubt whether the rhyolite porphyry dike in the Akron workings

_l_/ Crawford, R. D., Geology and Ore Deposits of the Monarch
and Tomichi districts, Colorado. Colo. Geol. Survey Bull. 4,
1913, p. 300.
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connects with similar rock in the Morning Star, as it does not show

in Akron workings south of the 04 Raise where the fault zone was cut.

A small, 15-foot thick, rhyolite porphyry dike, which occupies a small
fault zone in the Manitou formation, was cut in the southernmost cross-
cut.

Minor sulfide mineralization was observed in small shear
zones and faults in limestone and rhyolite throughout the entire work-
ings (fig. 3). The only promising mineralized zone discoveréd was
in the drift north from the south crosscut. The ore occurs on the
limestone footwall in a zone up to 3 feet wide and 50 feet long. Assays
indicate a content of 5% lead, 5% zinc and 3.5 ounces of silver per ton.
Two short crosscuts through the hanging wall of the porphyry and into
the granite in this area showed only a few small fragments of drag ore.
To complete exploration of the hanging 'wall possibilities, Callahan
Zinc-Lead Company put three diamond drill holes through the porphyry--
one at the extreme south face, one at the north fé,ce, and one from the
top of the 3401 Raise. None of them cut ore of commercial grade. The
3301 Raise, which was driven to connect with the lower Morning Star
workings, was, so far as is known, almost enterely in the small
rhyolite porphyry dike.
Although all conditions on the exploration level were indicative

of possible ore deposition, no commercial ore was located at any point
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in either the hanging wall or footwall of the porphyry dike. There are
still possibilities of locating c;)mmercial grade ore in the Morning |
Star area, but based on the evidence gained from this project and
on the knowledge of the old deposits, it is assumed that the ;;uantity
would be small.
WORK COMPLETED UNDER THE CONTRACT

Contract Idm-E2, Docket No. DMEA 110, was for an expendi-
ture of $120, 000.00 and was signed on May 25, 1951. Exploration work
under the terms of the contract started on May 26, 1951, and was
coordinated with the lead-zinc production operations of the company.

The contract was revised and amended .on the basis of work
already performed. The amended contract was signed and activated
on August 12, 1952.

Work accomplished (fig. 2) consisted of the following:
(a) A total of 1,890 feet of drifts and crosscuts was driven through very
heavy ground on the Akron level. Close timbering and considerable
cribbing was required. Drifting was accomplished at a cost of $52.88
per foot and crosscutting for $34.65 per foot.
(b) A two-compartment cribbed raise (figs. 2 and 4) was driven through
heavy ground for an inclined distance of 175 feet above the Akron level.
This raise is known as R-3301 and was driven on an inclination of 63°
with a bearing of S. 82 W. Part of this faise was driven on a cost-
incurred basis for $48. 72 per foot; the rest was driven under a short-
form contract at a unit cost of $53. 00 per foot.
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(c) A sub-level crosscut known as 2-3201 (figs. 2 and 4) was driven
S. 49 W., 122 feet, from Athe top of raise R-3301l. This sub-level was
driven at a unit cost of $50.00 per foot.
(d) A second raise (R-3101) (figs. 2 and 4) was started from the end of
the 2-3201 sub-level on a S. 75° W. Bearing and at an inclination of
63°, Thié section of raise was driven 255. 5 feet to connect with the
bottom level of the Morning Star winze. It was driven at a unit cost
of $53.00 per foot.
(e) A sub-level crosscut, numbered 4-3102, was driven from the
R-3101 raise for 107.5 feet in a N. 78° E. direction. The sill of this
sub-level is 150. 6 above the top of the 2-3201 sub-level. The sub-
level (figs. 2 and 4) was driven at a unit cost of $50.00 per foot.
(f) A total of 715 feet of the Lower Morning Star adit level was reha-
bilitated (fig. 2). This included penetrating badly caved areas and
necessitated close and heavy timbering and considerable cribbing.
Rehabilitation was accomplished at an average cost of $27.88 per
lineal foot.

The original contract, dated May 25, 1951 was amended three
times. Amendment No. 1 (April 4, 1952) increased Morning Star level
rehabilitation from 1200 feet to 1400 feet; reduced exploration raising
from 500 feet to 400 feet; and revised costs correspondingly. Amend-
ment No. 2 (April 4, 1952) revised labor and supervision to include
miners, a carpenter, a warehouseman and a superintendent. Amend-
ment No. 3 (April 4, 1952) provided a $0.12-per~hour increase in
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wages for all personnel. On August 12, 1952, an amended supple-
mental contract was signed.
T'his contract was amended six times. Amendment No. 1
(Nov. 25, 1952) revised funds allotted to the project from $27,453.00
to $27,458.00. Amendment No. 2 (March 25; 1953) recessed the pro-
ject from May 25, 1953 to March 25, 1954. Amendment No. 3 (June 1,
1953) revised the recess period designated in Amendment No. 2 to the
period February 7, 1953-May 11, 1953. Amendment No. 4 (July 1, 1953)
increased exploration raising from 190 feet to 240 feet and reduced sub-
level drifting from 400 feet to 347 feet. Costs were revised accordingly.
Amendment No. 5 (July 16, 1953) eliminated furthe'r drifting on the Akron
level and substituted 322 feet of drifting on the 200-foot sub-level above.
It also provided for 250 feet of sub-level drift and crosscut about 100
feet below the Morning Star winze level. Amendment No. 6 (August 12,
1952) recessed the project from September 10, 1953 to March 10, 1954.
EXPENDITURES UNDER THE CONTRACT

Exploration under the original contract (figs. 2 and 4) was

for the period May 26, 1951 to May 1, 1953. During this time Callahan

Zinc-Lead Company completed the following work:

Items Amount Costs Cost/foot
Drifting 1,474 feet $77,940.59 $52.88
Crosscutting 416 " 14,412.69 34.65
Raising 151 v 7,357.28 48.72
Morning Star rehabilitation 715 " 19,937.77 27.88

Total cost from MF-104A form dated 8/12/52 $119, 648. 33
Total cost approved by audit, dated 12/9/55  $117,162.72
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During the interval between May 1, 1953 and September 10,
1953 exploration (figs. 2 and 4) was continued under a supplemental

short form contract on a unit basis. The following work was comple-

~

ted:

Items Amount Costs Cost/foot
Drifting (sub-level) . 120.0 feet $ 6,000.00 $50. 00
Crosscutting (sub-level) 109.5 * 5,475.00 50.00
Raising . 279.5 " 14, 813.50 53.00
Akron level maintenance 5, 000.00 -

Total costs $31,288.50
The above costs total $148,451.22. Disposal of equipment and
supplies at the termination of the project netted $400.00. Final costs
of exploration, therefore, total $148, 051.22 and Government partici-
pation of 50 percent is $74, 025.61.
EFFICIENCY OF PROJECT OPERATIONS
The cost of the work under the project was high; however, the
operation was efficient and performed by skilled miners on a contract
system. Most of the exploration waé in soft and heavy ground, and

timbers failed frequently. Excavations frequently caved and had to

be cribbed. Exploration was carried on in conjunction with ore pro-

duction from other parts of the- Akron mine.
DESCRIPTION OF DISCOVERY
The only discovery of lead-zinc-silver ore was made in the
drift going north from the extreme south crosscut (figs. 2 and 3).

A very irregular ore-shoot was disclosed in the drift in widths up to
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3 feet, and over a length of 50 feet (figs 2 and 3). The ore shoot could
not be closely examined or sampled as it was in bad ground that had
been closely lagged and cribbed. Callahan Zinc-Lead Company report
that samples of this ore contained 5 percent lead, 5 percent zinc and
3.5 ounces of silver per ton. There is insufficient data on which to
base an estimate of ore reserves.
PRODUCTION FROM DIS(?OVERY

No ore was mined from the discovery, and the property has
been completely shut down since September 10, 1953. Ore production
stopped on November 3, 1952.

CONCLUSIONS AND RECOMMENDATIONS

Compléted exploration has tested most of the favorable targets
for possible galena, sphalerite, chalcopyrite and silver occurrences,
with the exception of the downward extension of the Morning Star ore
shoot. The Morning Star objective still remains a favorable target
for exploratiqn.

The only discovery of lead-zinc-silver ore was an irregular
shoot up to 3 feet wide and about 50 feet long. It contains about 10
percent combined lead and zinc and 3.5 ounces silver per ton.

"Certification of Diﬁscovery" has been waived but DMEA retains
royalty rights to August 12, 1963.

No further exploration with DMEA assistance is recommended.
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UNITED STATES
DEPARTMENT OF THE INTERIOR EE i
DEFENSE MINERALS EXPLORATION ADMINISTRATION F ' % ’ |
WASHINGTON 25, D. C. £Bpg 1955 g:
224 New Customhouse ' ’
Denver 2, Colorado February 10, 1956
Memorandum o _ o
To: Chairman, Operating Conmittee, DMEA
From: Executive Officer, DMEA Field Team, Region III

Subject: Docket DMA-110 (Lead-Zinc), Contract Idm-E2, Callahan
Zinc-Iead Company, Gunnison County, Colorado

In compliance with the "Special Notice! instructions
contained in the "Minutes, Opérating Committee,"” No. 622, dated
January 27, 1956, we are enclosing the original and one copy of
the Operator's Final Report.

The Field Team's Final Report will be forwarded as soon
as the engineering and geologic sections are available.

W. M. Traver .
Enclosure )
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FINAL ENGINEERING REPCRT - Idm-E2 «.

v~

| DME &
CCNED MORNING STAR-VICTOR EXPLORATION Date Recd,
CnanEn - AKRON MINE-WHITEPINE, COLORADO JUL 18 1955
CALLARAN ZINC-LEAD COMPANY BUREAU OF MINES

Ikmvgntlakwado

HISTORY AND PRODUCTION

The Tomichi Mining District was discovered in the early 1870's. Early
work was almost entirely in the oxide zone in ore that was high in lead
and silver and contained only negligible quantities of zine. This early
production all came from shallow workings with a maximum depth of about
200 ft. below the outcrops. The general area was inactive from sometime
during the 1890%s until about 19210, when some deeper work was started.

It produced steadily from 1915 until 1930. It was inactive again until
1942, when Callahan Zinc-Iead Company - who had obtained the property in
1938 ~ started small-scale production. Production was increased in 1946,

‘with all ore being shipped to American Smelting & Refining Company's mill

.lowering of metal prices - it was shut down.

at Leadville, Colorado until a treastment plant was completed in December.
of 1947. This plent, capable of handling 75 to 100 tons of ore daily, was
in continuous operation until November 1, 1952, when =~ due to continued

Gross production from the camp, while not all a matter of record,
must be between 10 and 15 million dollars, with Callahan Zinc-Lead Compmny's
operation since 1943 contributing approximately 5 million to this total.
The combined production of the Morning Star and Victor Mines was close to
& million dollars. -

EXPLORATION PROJECT Idm-E2 | | | ]

The objective. of Project Idm~E2 was to explore the Morning Star and
Victor ore shoots on the Akron tunnel level about 400 ft. below the lowest
known work in the Morning Star Mine. This was to be accomplished by
driving the Akron tumel haulage level south from the Akron Mine a distance
of approximately 1800 ft. Included in the project was a comection through
to Morning Star workings end some main and sublevel drifting. Work in
the Morming Star Mine proper comsisted of rehabilitetion of existing - but
caved - openings. : '

Prior to government approval of the Project, drifting on the main
level was started in October, 1550. A total of 270 ft. of main level drift
was completed prior to January 1, 1951. This was through some of the most
difficult ground we have ever encountered in the district. Work was.
continued by Callahan in 1951 until in May, when it ceme under govermment
participations. Some work had been done in t he Morning Star Mine on
rehabilitation. Drifting done by Callahan alone totaled 730 ft. on the
Akron tunnel, and 824 ft. of drift and tunnel reopened in the Morning Star.





Drifting and- crosscuttlng under government participation continued through
1951, with an additional 1459 ft. of main level drift and crosscut end

585 ft. of drift retimbered in the Morning Star. Work was continued through
1952, with 531 ft. of drlft and crosscut, 130 ft. of Morning Star
rehabllltatlon, and 184% ft. of raise toward a connection with Morning Star
work. The 531 ft. of drift and crosscut included 100 ft. of drifting on

a sublevel at the top of the first 1845 ft. 1ift of the connection raise.

In January of 1953, 20 additional feet were added to this sublevel and the
second and final 1ift of the raise was taken up about 60 feet.

The work wasuthen shut down until May of 1953, when raising was started
again. The raise was taken up to within 100 ft. of the lowest Morning
Star level, which was at the bottom of a 200 ft. 1nsline and partially
filled with water. At this point, a total of 1095 ft. of crosscut was driven
to the hanging wall of the porphyry dyke, with & dual objective -- (1) to
check the hanging wall for mineralization, and (2) to pick up any water
possible from the waterfilled workings above, with the thought that it
might drain the work at some other point than our hole through to the
bottom of the sump.' This crosscut was not successful in either of these
objectives, in that it was completely dry, with no mineralization. A
“ diamond drill hole was driven from the face of the raise a short distance
above the station and intersected the old work. It did not drain the
workings, as it was impossible to keep it open. TWe therefore took the
raise up to within 6 ft. of the sump bottom before it caved through. This
was the last work done on the Project snd totaled 129% £t. of drift and
crossout, and 247 ft. of raise for the year 1953. All of this work was
completed before September 10, 1953. Totals of all work done are:

2849— ft. of drift and crosscut
431% ft. of raise

1539  ft. of retlmberlng of old Morning
Star workxngs

Both the Akron and Morming Star - Vlctor Mines are located on the
Star Fault. This is a major north-south striking fault zone with
approximately 4000 ft. of verticael displacement. ™Akron orebodies occurred
in lenses parallél to and in the fault zone. These are replacement of the
original limestone -on the footwall of the fault, but are not always in
conformity with the original bedding: Largest lenses in the Akron have
been adjacent to and under a rhyolite porphyry dyke, with en average dip
of 60° to the east. Ground conditions are extremely bad and require
heavy timber. Ore widths vary greatly, with extreme ‘widths up to 80 ft.
down to a minimum width that can be mined profitably. Average grade from
the akron Mine has been something over 20% combined lead and zinc. The
Star Pault has been the channel of mineralization for all of the Lost
Contact orebodies.





Upper Morning Star geology has been somewhat different from the
occurrences in the Akron Mine. Lenses of ore, while comparable as to -
grade, have been much smaller, end occur as replacement of limestone

~ along the hanging wall of the porphyry dyke between it and the granite,

rather than on the footwall, as has been the rule in the Akron. Enclosed
maps show the geology of the mein haulage level as mapped by Callshan Zinc-
Lead Company, and also of the upper Morning Star, as taken from maps

made by U. S. Smelting Company in 1929 or 1930. The U. S. Smelting maps
with the geology of the upper levels were not available when plenning the
Project.

The map entitled Plan of Akron Haulage level shows geology of main
level work. It will be noted that the drilt, started near 04 Raise, was
in the Akron formetion. This is a highly-altered, igneous rock with no
known ore occurrences. The remeinder of main level work was in limestone,
with the exception of crosscuts through the porphyry dyke into the granite.
The areas crosscut. under the Morning Star Mine are definitely on the ‘Star
Fault, as evidenced by heavy movement within the porphyry, causing almost
unbelievebly heavy ground. It is not known whether or not the porphyry
dyke is continuous between the Lost Contact ore zone and the Mornming Star.
It is doubtful if the porphyry in the Akron connects with the Morning
Star, as it does not show in Akron workings south of 04 Raise, where the
fault zone was cut,.

Some mineralization is.shown on the main level in the drift north -
from the extreme south crosscut. This was very irregular, with a maximum
width of 2 ft. for one 10 ft. strike length. This ore was on the footwall
of the porphyry and the best values found were about 8% combined lead
and zinc. Exploration of about 300 ft. of the strike was carried out
at this point along the footwall of the vein. Two crosscuts through the
henging wall of .the porphyry and into the granite showed a few tiny
fragments of drag ore. To complete exploration of the henging wall
possibilities, Callahan Zinc-Lead Company put three diamond drill holes
through the porphyry - one of these at the extreme south face, one at
the extreme north face, and one between the north face and the northern-
most crossent. 3301 Raise and the sublevel south to put us in position
to tep the Morning Star Winze were both in rhyolite porphyry. The
crosscut driven 100 ft. below the Morning Ster lowest level -- designated
as_Nos 5 level -- . went through the porphyry and into the granite. It
was also completely barren. All old work, with the exception of the winze,
below the Morning Star lower adit was completely caved.

CONCLUSIONS

All work on the main level was indicative of possible ore déposiﬁion,
but no commercial ore was located at any point on either the hanging
wall or footwall of the porphyry dyke. There are still possibilities
of loceting commercial grade ore in the Morning Star aree, but it is the

3e
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writer's belief that any ore located would be in small quantities. This

-supposition is borne out by upper Morning Star work, as indicated on

acocompanying geology plans. Even under good market prices, I do not
believe that further exploration work is justified in the area. The
main haulage level was located in the best ground possible and is
extremely difficult to hold. It is now tightly caved 50 ft. south of
04 Raise, so that inspection is impossible. Reopening costs to the
Morning Star Mine would probably be in excess of § 6000. Recovery of
rail and pipe is not economically feasible, as this exceeds their new
cost. : :

Respectfully submitfed,

CALLAHAN ZING-LEAD COMPANY

(%-J—A/—f‘-/_
?’{L/Ea Dum

General Superintendent

JED:1f
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‘UNITED STATES
DEPARTMENT OF THE INTERIOR
DEFENSE MINERALS EXPLORATION ADMINISTRATION
: WASHINGTON 25, D. C.

ey
]
L”L\, 'y )
L.rtse

*oM!vm

DA Aodider
mmw-.mm
Denver 2, Colerado
' Rer Repors of Review
Téa-E1, Doskst 110
Deer Tems

um;ptinmwcrmm«m
covering the above-cited Expleration Frajeet Coutraet.

The Report 1s seceptadie end mermal distribution mey
be effected, o
| Sincersly yours,

(S?gnéd) L :Chambers -

' Jay L. Chembers, Chief
Contrast Aduinistration
‘aad Awdft Diviston

: WBorovies'/u'Sw : o
December 6, 1955

Copy tos Docket/ '
: Admr, ReadingFile
Mr. Chambers





- UNITED STATES S
. DEPARTMENT OF THE INTERIOR oy
DEFENSE MINERALS EXPLORATION ADMINISTRATION ol
" - WASHINGTON 25, D.C. - ' :

22l New Custo.house .
Denver 2, Colorads - July 1y, 1155

" Mermorandu:

TQ': J. P, Shs.w W/Copy of Operator's Letter
Prouis Execucive Officer, DMEA Field Team, Region III

Subject: DMEA-110 (Lead-2inc), Coutract 1d.-E2 Anended, Callahen Zinc-
Lead Coxpany, Inc., (Akron and Morning Star wines), Guunison
County, Colorado

Enclosed is a copy of & letter frow J. E. Dunn representing the
subject coniractor in which he offers $200.00 for the Goverm:eut's interest
in jointly-cwned ps.pe and track purchased during operation of the project..

Thie is apparently in response io our letter of May 17, 1u55
and Dunn advises it is iupossible to obiain other bids as the . aterial is
under a cave and #» i.:naccenible.~

aver

WMT:sr

‘cc Subject ) = ' -
Chairman Op. Comm. (2))~ .
Harshman - ) w/copy operator's letter

Townsend 5 I

“Chron

o
=





& : S i | DMEA
‘ - ‘ o ~ Date Rec'd.
L - C UL 19 195

BUREAU OF MINES
Denver, Colorado

m-u; 1563

- Defsuse Mimarals Rxplevation mum

uunm»ummmmw whish you hevre
mmam.mmmm, nshe thad in
mmmwm«m”mwswm
for pipe s traek whish L9 partly vened by the gworonast.
uamsnwmmpiu saved groumd this 1o now
Samaeensihls and rosuvery sosts Are grester than t4s new valwe -
of 2o swppiloe. wWith this fand S nimd, we will affer £ 200.00
for the govoramakts lubercat in the pipe and treek.

’!WMwslchwmm.

Vory Swmuly yoers,
GALLABAY ZINOwIXAD COMPANY

JBD 1AL





Dear Mr Salo: -

UNITED STATES B T L
DEPARTMENT OF THE INTERIOR | 4
DEFENSE MINERALS EXPLORATION' ADMlNlSTRATION ' ) ' .,: ¢

; WASHINGTON. 25, D.C. . ~ .. =~ . . =~
22h Nev Customhouse - . . N T

h Denver 2, Colorado -.° . =~ =~ = . ) 4;-f‘ 'MéyfIZ; 1955

‘Mr. E. A, Sélo, Treasufer -

€Callshan Zinc-Lesad Gompany, Inc.
100 Park Avenue .
New York 17, New York -
' - T . Re: Docket mm-no (Lead-zmc)
Contract Iquﬁz

By the terms of the exploration project contrsct under which

‘you are operating, the Government acquires an interest in property

purchased for use on.the project which is "....paid for or purchased,~
with funds contributed jointly by the operator and the Government...."

‘Such property includes any individusl items of eqpipmznt and facilities,

buildings, or other fixtures costing more than $50.00 each. It also :
includes materials and supplies considered in groups or categories-
(such as pipe, explosives, rails, drill steel), if the original cost
of the remaining unexpended portion of any such category of materials

or supplies exceeded $50.00. As to any facility, building, fixture,

or piece of equipment, and as to any such group or category of materials
or supplies the original cost of which or the unexpended portion of which -
did not exceed $50.00, the Government does not assert any claim or '
interest under the terms of the contract. :

The effect of the contract provisions is to mnke you the agent
of the Government for the disposition of its interest_in such property.
Therefore it is your responsibility to make the best possible disposition

. of the property for the benefit of the Govermnment. Every reasonable
effort must be made to realige its full value. . Such reasonable efforts

might include: (1) Advertising in newspapers, periodicaels, and posting
notices in public pleces; (2) canvassing users of and dealers in such
property; and (3) negotiating with the original vendor for the repurchnse
of the property.

Should you wish to retain the property’ or, in effect sell it to
yourself, you may do this only after first having made every reasonsble
effort to procure a price higher than you yourself are willing to pay; or
you may buy the Government's equity by paying for it either on the basis ——
of the original cost or at a price higher than the highest bid obtainable
from two in<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>