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IMEA Form 9 ~ . N o .
o o . UNITED STATES

. DEPARDMENT OF THE INTERIOR
Defense Minerals Exploration Administration

OFFICIAL DOCKET FILE IMEA NO. 37/
Application é‘])!i?ll?}g | | Egmf;rlxizgd not Certifie
_\reiadravm Contract . |
(After disposition, delete won (Terminated - Certified

jtems not applicable) ‘ ‘ ' - (Royalty Agre‘ement L

: This is the official contract file containing all official records of
the project. The records contained in the files are checked and are arra.nged‘ in
this order: 4 o

Left Side

. Right Side ' :
Interim Royalty Audits . Vgroject summary ‘3\‘)"\\§/\
LFeports of Royalty Review : Work completed analysis =
Certification of Discovery * All other material is filed in
¢ Certificate of Audit (Final) " chranological order with corre=
Interim Audit(s) : ' spondence including the following
Report of Review ‘ ' . reports as checkeds :

Termination Notice or Agreement

Recision Notice * Final Field Team Report Tab) 2 ~~3"7

Assignment of Contract , «~ Operator's Final Report’hq\\ﬁ’\
.~ Contract Amendments (latest on (2R) Interim Reports - _
o top) : (2R) Operator's monthly reports and all
\/Cmtrac'b with all exhibits and ‘ attachments (latest on top)
_annexes : , On-site Exam Report(s)j\, (Tabg

Owner's Consent to Lien ‘ . (4)  Settlement Sheets
Subordination Agreement ' _ - o

Leases and assignments of leases
v Application and attachments
(3)‘/1Enve1'ope for maps . '

‘ - VWhen the volume of records is expected towérrantgdditibnal folders,
or when convenience of reference warrants separate folders for certain records,
they should be set up in this orders: : '

Left Side " Right Side

/ Folder No., 2: (In chron. order) Operator's Semi-Annual Report for Certified ~
Interim Summary Reports by Project, Field Team Interim Reports, Operator's
W, O, Bngineers + MF5s/04Y .. -  Monthly Report with transmittal, narrative,
' _ maps, and Field Team review,

Folder No. 3t Maf)s (Use pocket. folder or envelope. Fold maps with title block out
. and show reference to related document or correspondence, ) -

Folder No. 4: Settlement Sheets
Folder No, 5: Drill Logs
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- UNITED STATES ,
DEPARTMENT OF THE INTERIOR

Office of Survey and Réview

Audit Operations

Report of Royalty Review Contract-Idm-E67 |
Docket No. DMEA-371 (Lead, Zinc, Copper)
Peru Mining Company (Operator)
Grant County, New Mexico

. Washington, D. C.
January 1969





UNITED STATES
DEPARTMENT OF THE INTERIOR
OFFICE OF THE SECRETARY
- OFFICE OF SURVEY AND REVIEW
AUDIT OPERATIONS, REGION I
1325 K STREET, N. W., ROOM 614
WASHINGTON, D. C. 20005

&AN 8 1 1%y
Memorandum
To:q Director, Geological Survey
From: Regional Director, Audit Operations, Region I

Subject: Royalty Review - Contract Idm-E67
Docket No. DMEA 371 (Lead, Zinc, Copper)
Peru Mining Company (Operatory)
Grant County, New Mexico
As requested by the Chief, Office of Minerals Exploration, we made

a royalty review of Contract Idm-E67. The results of our review

are shown in the attached report,

C. D Bass—r





.

We examingd the cash receipts records in the Branch of Budget and .
Finance, Administrative Divigion, Geological Survey, and reviewed
the contract files of the Office of Minerals Exploration (OME) ,
pertaining to royalty due to the Government on the véiue of produc-
tion from the property included in the subject minerals explofation
contract, The review was accomplished at Washington, D. C. during

January 1969,

The Government's participation in the cost of the exploration amounted
to $37,903, subject to repayment without interest, through royalty
on the value of any production from the property between July 18, 1951,

and July 18, 1968.

A royalty review performed May 15, 1962, established that no sales
subject to the Government's royalty were made, and therefore no

royalty payments were received through May 2, 1962,

The present review covered sales by the Operator of 253.11 short
dry tons of zinc concentrate and 17,70 short dry toms of lead
concentrate mined during the production period six months prior to
the February 1967 shutdown. The status of the royalty account for
this project indicated that the total royalty payable and paid

%¢ff:f
amounted to $1,080. These reported sales and royalty payment resulted

from a completed "MME Form 63, Request for Information on Certified

Project Under Royalty Agreément," requested by OME on January 17, 1968.





The OME files do not indicate whether there was any étockpiling of
ore during the contract period or production from February 20, 1968,
to July 18, 1968, the end of the royalty period. We recommend that

the Chief, OME take the appropriate action to determine whether

there was any other production for which the Federal .Government

should be paid royalty.

C. Q. 7TSawr

Regional Director
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Docket No, DMEA-371 (Lead, Zinc, Copper) ' |
Peru Mining Company (Operator)
Grant County, New Mexico

. Washington, D. C,
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UNITED STATES
DEPARTMENT OF THE INTERIOR
OFFICE OF THE SECRETARY
- OFFICE OF SURVEY AND REVIEW
AUDIT OPERATIONS, REGION I
1325 K STREET, N. W., ROOM 614
WASHINGTON, D. C. 20005

AN 3 1 1%y
Memorandum
To:q Director, Geological Survey
From: Regional Director, Audit Operations, Region I

Subject: Royalty Review - Contract Idm-E67
Docket No. DMEA 371 (Lead, Zinc, Copper)
Peru Mining Company (Operatory)
Grant County, New Mexico
As requested by the Chief, Office of Minerals Exploration, we made

a royalty review of Contract Idm-E67. The results of our review

are shown in the attached report.





e,

We examingd the cash receipts records in the Branch of Budget and
Finance, Administrative Division, Geological Survey, and reviewed
the contract files bf the Office of Minerals Exploration (OME),
pértaining to royalty due tb thé Government on the véiue of produc-
tion from the property included in the subjectAminerals exploration
contraﬁt. The review was accomplished at Washington, D. C. during

S

January 1969,

The Government's participation in the cost of the exploration amounted
to $37,903, subject to repayment without interest, through royalty
on the value of any production from the property between July 18, 1951,

and July 18, 1968.

A royalty review performed May 15, 1962, estabiished that no sales
subject to the Government's-royalty were made, and therefore no

royalty payments were received through May .2, 1962,

The present review covered sales by the Operator of 253.11 short
dry tons of zinc concentrate and 17.70 short dry tons of lead
concentrate mined during the'productipﬁ'period six months prior to

the February 1967 shutdown. The status of the royalty account for

" this project indicated that the total royalty payable and paid

amounted to $1,080. These reported sales and royalty payment resulted
from a completed '"MME Form 63, Requés; for Information on Certified

Project Under Royalty Agreement,' requested by OME on January 17, 1968.





@

¥0123¥10 3HL 20 331430

feGivy 26 ¢ 93]

1v21901039 s

A3AYNS
Q3A13034





OFRICE OF MINERALS EXPLORATION
COXTRACT ADMINISTRATION AMD AUDIT DIVISION

REPORT OF ROYALTY REVISW

I have raviewed the files of the Washington 6Efice pertaining to
Contract Idm-767, Docket DMA-371X (lead-zinc-copper), dated July
18, 1951, with T

 Peru Mining Company
415 Chrysler Suilding
New York, New York
- end -
Silver City, New Mexico

for the purpose of determining the amount of royalty payable to the
i1, 8, Covernment on sales of minerals from property referred to as
the Grant County Mine located in the Central Mining District, Grant
County, New Mexico, during the period June 10, 1959, through May 2,
1962,

In accordance with Amendments Nos. &4 and 7 (and Annex I attached to
Amendment No. 7) of the contract, royalty is payable on all minerals
produced from the land described in Article 2 of the contract for a
period of 17 years from the date of the contract or until the total
net amount contributed by the Government without interest is fully
repaid, whichever occurs first. An Audit Certificate dated July 12,
1957, indicated accepted costs under the exploration contract amount-
ing to $75,805.22 with the Government's contribution on a 50 percent
basis being $37,902.61,

The status of the project, the scope of review, and the reasons
therefor are stated on page 2.

This review established no sales subject to the Government's royalty
subsequent to the period covered by a prior Report of Royalty Review
which also found no sales subject to the Government's royalty

through June 9, 1959, Accordingly, as of May 2, 1962, the royalty
account of this project was found to be:

Total Royalty Fayable $ =0
Total Koyalty Paid -0
Balance of Royalty Due $ -0~

May 15, 1962 /E. D{ TAlbert, OME Auditor






w

Iduw-E67 S Peru Mining Company : DMA-371X

°

Pagefz

. STATUS OF PROJECT, SCOPE OF REVIEW
AND RHEASONE THUREFOR

This contract as amended provides that the Operator, as principal if
the producer or as surety if not the producer, shall pay to the Gov-
ernmant a percentage royalty on all minerals produced from the 10
patented and 2 unpatented claims, aggregating 175.659 acres in secs.
22 and 23, T, 17 §., R, 12 W,, N M.P. M, At the time the comtract
was executed the Uperator was the owner of all the claims,

Exploration work on this project was discontinued on March 24, 1956,
Furthear exploration work on the Operator's account was completed on

- May l4, 1956. No ores were produced during the exploration period.
fixaminations of the property, consultations with the Operator 's offi-
cials, and the Operator's replies to inquiries indicate that, other
than additional exploratory drilling in 1956 and 1959, the property
has remained inactive.

The claims under the exploration project‘contract were included in
warranty deeds dated March 25, 1960, transferring an undivided one-

half interest from the Operator to the American Zinc, Lead & Smelting

Company, 1515 Paul drown Building, St, Louis 1, Missouri, This
transfer was in connection with a proposed development of the prop-
erty under a joint venture known as the American-Peru Mining Company,
Silver City, New lexico.

This review was made in lieu of an on-site audit of the Operator's
acco'nts and records for the following reasona:

(1) The files indicate no ores have been produced from
the subordinated property since the date of the
contract; and

(2) The adninistrative cost to the Government of an
on-site royalty audit at this time would be
excessive in relation to the awmount of possible
royalty which might be disclosed.
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. TETEEER MINK EPLORA ) e TUgte. SN
NTRACT ADMINIOZRATION AND AR :
X bave exanined She reeerds sed \ransactions ofs x| JLL\ /[0
' Porv Mint ’&/ w ,ﬂ.,.._‘.wm,‘ all
o : . 0. LRSS OISR S
Silver € s N
pertaining to lnlnm:ton Comtract Ide-N67, m Ro. Mwi‘rﬂ

1951, inelwding Amendments Nos. 1 through 7, ecovering & project for the explore-
tion of laad, sine, &nd copper on Propw. ocontiguous to Nsarney Mine in Grent
County, New Mexiso, for the period July 18, 1951 threugh My 31, 19%6, inclu-
sive, aad the sudsequent disposition of yrojest property.

My essminstion was made in accordance with generally sccepted stan-
dards applicatlas “m@immn‘

The sudit disclosed the following facts in regurd to the smount %o be
peid the cesmSrastort

Total eost a2 billed My the Contrwetor 110,72k

Less: Proceeds from disposition of propersy .
Net Claimed Cost 2017
Exceptions: (See Audit Beport for details)

Prior to this sudit ' 486,119.33

lass: Bainstatemsnts this sudit 12, 308.60

Bet Exceptions prior to this sudit 5,816.

Puring this sudit 25,195.50 _p,meey

Toral Asespted Cost | o75,805.22 /"
. b-— -]

The contrest calls for & 50 perommt partieipstion of sxpleration ex-
penses by the United States Governmmmt. Therefore, paymsat to the contractor
Yy the Goverssawt in the amowat of Thirty-seven thousend, nine husdred two end
61/100ths Sellers ‘ -

w  §37,908.61 e
is valid and proger. ,
This eertificate 1s issusd cn the provision thut the Regiocnal Execu-

tive Officer, the Alministrater, or other competent offi
will sosept the project as baving otherwise met the Serms ©

eial bhas acoepted
£ the comtrect.
§ 71

July 12, 1957

>





On June 26 and 27, 1957, & finel sudit {soverinmg opersticas for the
poriod of July 18, 1951 %o Nay 31, 1956) wes made of the records and trsassc-

tioms pertaining to Exploretion Comtract Xo. I&e-D6T, Boeket No. R-371X,
dsted 2y 18, 1951, including Amsndwents Noes. 1 threugh 7, with the

mmutmm,wwum.uuﬂmrumw
tiguous to the Eserney Mise in dreat Cowsty, Nev Mexiso.

The sccounting reserds wadsr this contrast are Loceted ia the ccapany's
office ot 1ts Eemrmey Mime, waieh in mear Comiral, Nev Mexteo.

Mr. ®. N. Romele, Niaing Eagineer, V. 8. Buresu of Mines, Tuceen, Aris-
ons, sasisted {a the swdit. During the cvwree of he suldis Mr. J. V. Youst, Gen~
oTel Memager, Mr. Jeseph H. Puyler, Vise-Presifeat, sad Nrs. Mah Neming, Assist-
sat Seoretary, were coasulted vhen wecesssry. Wheir sooperation greatly fasili.

tated the multit. |
| I1_OMOMAL TNPSWAYION 0N NEOORDS

mmummmwmmmzw
m-mmwmwmmvxmmmu *branch”
Mmmmwmmmmmmmm.
The

soures documente covering the costs of this project are recordad
mwmmmmmmuﬁrmmammmmmt
Teports. This sulit, therefore, invelved in gameral, & chwek of the souree decu-
mwmmmmmmmmﬁumu-mkmm.
ALl sosts sxcept sems materials were recordsd on m eeccrusl besis.

I1I__SOOFS OF AUBIT AND FINBINGS

mwtmmuummmmum,mu sod val-
181ty of the costs as shown in the Totals t0 Bate colum of Form MP-1 s Opers-
tor's Nosthly Meport and Voueher deted July 1, 1957, covering the period Novesber
1, 1955 Ahreugh Ney 31, 1956. This veferensed NF-10k report vas filed subsequsnt
to the Gn-site sulit and formalises the Operstor's tosal elasimed costs. .

nm«mmwuwmqr.mm-empnmm
18, 1951 %o Jww 30, 1952, sad July 1, to Peossber 31, 1958, except s otherwise
indicated, mgmmmmemum‘mmwtnmrnm
Shat later date. Prior to the on-site sudit sousideradle time wvas spent in the
IMEA office st Demver, Colorsdc en presudit snelysis snd outline of working pepers.
The extemt of the swiit the findings under eech of the "Items of Cost” follows:





(1) nupmntcmm . |

The explorstion comtract suthorised ohurn drilling for sn sir shafe
starting at about 12" size end snding st about 9" size, to eonvect with a drift
on the 625 foot level of the Nearney Mine. The sxplorstion eomtract furkher

provided that none of this chwrn 4rilling could ds performed by independent ecn-
Strectors wnlsss prior wvritten approval from the Government was received.

A subeontract dsted Decembar 5, 1951, betwesn the cperstor aad the
Johnson Drilling Company providing for this ehwrn 4rilling st & maxiwmm rate of
uo.somm.mwmmmmenommormm
on Jemvary #%, 1952, :

As of March 16, 1953, it wes reported she churn 4rill bole bad s total
depth of 918.5 feet but that betwesn MNR.5 fest and 331.5 feet of the ower yor-
in

4
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peding sompletion -~ assording to enginsering specifiestions.

On October 2k, 1955, the MeBes Drilling Cempany bagsn cleen-out and
reaming eperations on an hourly besis.  The Nelewe Irilling Compeny's work oon-
tinusd into March, 1956. Acsording to a report to the Exscutive Officer from

Superintendent, Southwest Experimsnt Station, U.S.B.M., Tueson, Ariscus,
dated Jwme 18, 1956, the ehwrn 4rill hele 1is nov reeand to 12" &iemster sand is

sonnected te mmrs by 9k feet of srosscut.

on July 9, 1956, the Opersting Committes advised the Exscutive Officer
of the IMEA Fiald Tesm that, pursusnt to Awsadmnt Bo. 7 te the Bxploretion Con-
- treet, all Gevernment obligation %o contribwie to esets nel eccrued Ly November
1953, were terninsted dessuse of the aperstor's failure Yo resus eperetions
Thit dste. The operstor was notified to this effued Ly ssrtified mail dated

Aoalysis of the Opsrstor's claimed assts, disallewances, reinstatemsnts

4

)

{See vext yoge) -





l.‘

Peid te Jebmsen Drilling Ge., peried 51 %o 11/30/52 300,17
Paid to Medee Dwilling Go., 3 m}:(%: o 3/3{/56 | " 00
Totel elnimed on NF-104 mn/ist S

Prior disellovemees {Mne sndit report deted 3/20/53) #495,300.17
(1) lese: Beinetateswnts grecent awdis $12.5 £t @ '
: maxiomm of §10.30 yor ft. ssted- '
11ehed Wy appcewd sudbscatrest _ .
Net Prier Masllewances : s 149
{2) aAM: Disallowsnces this sudit : o .00

Total Meallevenses » 28,607,

(1) Meimstebemmnt of churm &rill Mole bottomed furing period Becember 1, 1951 to
Novesiber 30, 1952, snd swdsequenily sompleted to engineering syesifiestions
required by Buplorstien Gontzeet prier to dete enginesas’ fival report dsted
Pebruary 21, 1957. The Emsoutive Officer of ¢he NEEA Field Yeem and the
Aoditey eemeur in this reinstetensat. '

(=) mmmnwsg]&m,w.oomaummmu.m 7
work seesasary to complete shurn &rill hale %o required specifiostions /
is &2mllowslk decmises .

(a) Prior spproval of this subeontract ves not requested or
seoured. '

' .

(v) Sueh sosts were 1a sxosss of the allowadle msximum yade
of £10.50 par foat estadlisked by the approved sudeon-
treed. The Bweseutive Officer and dhe Asfitor comeur in

(s) lader

mmvnnanmimamwmwmum, 1953 end
for the peried November £2, 1955 to May 1, 1956, ware chechsd to the monthly

™he sertifying offiesr had yrevicusly diselleved labor ccets claimed
by the operuter for the mouth of Jumwary, 1953, deckue of disallowenses in the
it vegort daded March 20, 1953, iavalved items upon whioh the operetor hed
Teesived contridution from the Covernment. The cost of this labor
smounting to §1,331.03 vas incurred in sonmestion with the sdvancemmt of 86
fost of mmin drify suthorised by the Replorstien Contract. This labor cost is
zummmmtmuﬁmmmotmmnunmm

i





Analysis o:um Jabor costs follows: .
elance Becember 31, 1952 (See peevious sudit)  $86,652.76

Swmary, 1993 (Winstated)

360 bre. Machine Miner - Mm

160 " Treck ¥ .

7 " Shevel Operehor .

7 "  Moaker 33 o
xag_: Rusher Sperasor 5.98 |

D g

mmv.mmxammx, 1957, inclwies the fol-
mwmmmm&mwmmwtm with
mmamMnnamummms

wwmmumm

29, 19%. Verk perfurwil mibeeguent te date
Bev. 1, 1995, eaud was mevessiry $e bring shurs &rill
bale %o semtrwet - ; $500.99

£ time, Moy 3 to May 1N, 1956.
Yok perfermed vithout prior spprovel 88 required
W Beploretion Contrest and subssguent to defamlt

mm,x,ms o R 2
Total Lalor Bissllowenees this sudit | 8.3

(b) Sgervision
mﬁnom:lmn“ﬁumm“mom«ndw .

Superistendent 105 of moathly salery of $550.00 $ 55.00
Foremmm 108 of monthly salary of §450.00 , . 45.00

msﬁ«mm«‘m.m ' 168.

Balanos Deownber 31, 1”&, yor Mem wt n,ort | #3,064 .8
Junsery, 1953 (Meinsteted)  ose

Nowpied Cost of Sperviston B






The Operator's final WP-10M dated July 1, 1957, ineludes & ¢laim
for supervision of $268.50 spplieable to the dissllowed crosseutting end
dimscad drilliing discussed under Labor ebove. This additionsl elxim for sup-
srvision is disallowved in this report for the same ressons cutlined under
labor. Vis: Work performed subsequemt tc defmult dste November 1, 1955, and
vhere applionble without priocr epproval frem the INEA.

&} Teshnioal Serviees

: e scssptable costs of materials end supplies are analysed ss fol-
low: - ' :

(ve mm)





%m:;sx, 1953, yer previows mit  $6,5h1.0k

%‘?ﬂ el BN 2.3
3 e | 80.81

332 Mastisg caps | |
22.5 2bs. Nasting wire O _17.55 ___NO.T9.  $6,85.83
© T Talsnes Decwmber 31, 1958, per pwvicus sudit 2, 78545
Al el
10 N, 2" Mpe !0
1ass: Prevsted portion of Proceeds from '
liquideticn spproved Mareh 18, 1957 6g0.79 2,175.06
g"“i!hna Decemder 31, 1952, per previsus sudit $,703.48
(Minsteted) v
. 80 1b. rail $26.00
30 Splies Vars 1.0
10 1. Preck bolts 1.6h

1,880 1imeal fest of A" x A" Sise
* {Biatrivotion traosferred Shis

sudit frem Other Supplies) : M . B

Less: Provaed portice ef procesds Prem | e

i b3 PEiOR @ ‘
" lquidetion approved Mareh 18, 1957 - 39%.37 1,503.95

1, 1958, per previcue suiit $3,3%.13

(Meinsteted) - I

15 J.3. Iasulstors hTh 6.95 _ 3,33.08
ma‘neaié*umw-xokmmx 1957, ineludes edditional

mcrw. mmnmmummtﬁmémumm '

work was perforusd subsequent te the defanlt date of Nevember X, 1955 snd with-
Yower

Kiawtrie power is mm‘mwmwwmncnruum.
All monthly powsr invoices were axsmined for the period Jemsusry, 1953, amd for
the period Novesder 22, 1955 to Mey 3, 1956, to dstermine the lowest applicabls

6





mintwum vate for KUHl energy consused. The previous sudit yeport sets forth
m.mmmamcmumm,m

e wnmwmmu tMﬂth
MMmmm, 1953 mi@rlﬂhym»tmm.

Mmﬁr Mhm,ms,mmnmomy

|

lsmos Deesmber 31, 1958, par previows sudit
W (Neinateted ) : -
s ¢ miniman vate of 9.20 mills ‘ug,ﬁ
"WMM«M' -

mmor'anmmm“mx, 1957, Wumot

. m.&wmmmmtuwmmum”m
mamw-m\mmmmammmmmmmuma-
cutting and Simmad drilling perforsed subsequent to Ssfault Aste of November ),
1955, This enesss clain for power in the smount of $388.61 is disalliowed in this
report with the ccncurrencve of the Emscubive Officer and the Awditor.

}) Opsreting Bquipmeat: Purchases

mmmmmmmwwtohu»w
31:1953 mnatmmmormmmmmm _

MM“MWM*W
. N>R mmmmn&nmmm ﬂ,w;.xs
h usoraurmw . 3,860
20 Mme Cars, complede oa.
Palance December 31, 1952 y

yortion
approved March A8, 1957 ' - 2,881.80
Mospred Cost of Iuiymeat | g‘ﬁg

Bt ﬂtublo'ta this eontract.

(8)_mpeirs to uipeent

Muwmmwmmemwmtohm
ber 31, 1952. mmmmmoruwmumnumw
the previows suit is ?557«‘9






' mmmmm'ammumm she charges for
Ao slumube sgplieahls S0 Jmmary, 1953, sre reinsteted is dhis sulit re-

e operator’s finsl MP-10h dated July 1, 1957, Sseluded wdSitional
alain for theee eleuwuie of cost vhish were sgplieshle %o the &isallowd earves-
eutting and fiammnd drilling. Wnis sdittiomsl sluin for these elemsnts of
cost ave Alss disallowed for the aus ressoms, with the soasurrwace of the Bx-
stutive Offionr end the Auditer. mdﬂnammt«m
M&Mw«z

'%ﬂrﬂ,m,mmmwt o 56.78
W&Amm&.x.n . "».66

Polaral Wnempleyment € 0.3% o098 5-2!
Mcogtel Cost of Fegrell Tases ﬁg
3;,, 1953, per mm- bty $15.07
Cost aumu Togurenee ﬁ
I1adidity mm .55
| : f':’f‘ previows solit 1, he2. 02
of Fyrell less 6.5 Biso. (Meinstated)
w tost of Vorkmea's Compiasation Tosurencs
Workuem ‘s Compeusstion Insurenes Disallowed o_so.‘n ,
%“Wlm 5.”“ {(Meinstated) . _
m Sost of Gecupsiional Risesse Dmsurenes - ﬁ |





' he Muinistrater, on Mareh 18, 1957, stthorissd the Acting Bweou-
- tive Officer of the INEA Pleld Teem, Bagion IIX, %o saceps the Opurater's

offer of $3,006.96 for liquidation of Joimtly owned progerty, inelwding un-
expendsd mebarials and supplies.

Watﬁhﬂm“ﬂm'smuwmm
th-m:tw.tuz

wmotacwrw'a contribution to dwte _ ' 037,935.@9
50% of the seceyted costs shown in this sudit report : .
Excess Puymmt ‘ C .
IV _comcruRnons
This sudit has diselesed thet all eceta 8s oharged to this project,
with the sneeption of the &isellevences sggregating $31,012.93 s itemised in

the preceding seetion of this report, ars reascoable and proper undar the terms
of the cantymes.

e eflustasnts Deatween "Ttams of Costs™ es shown on the
final NP-10% Sated July 1, 1957, the disallovanses snd the sccepted costs, as
mewt,mmmumut "A" sttached berete.

A the sonclusion of the sudit on June 27, 1957, the fiadings were
Qlssussed with Mr. J. W. Faust, General Maasger And Mrs. Alsh Nleming, Assist-
Secretary of the Company. Om July 1, snd again on July 12, 1957, the findings
xw;?um with Mr, W. N. King, Beovkive ¢fficer, INEA Field Towm, Peglon

?.

July 18, 1957





EXBIBIT "A"

Cantracts

~ Chwrn Prilling .

labor and sion :
Laber e 28,801, 28,801.52 3,311.03
Supervision », 389, 5, “ 5 ' 262. 50
Technicsl Services 1,928.00 1, 00

wumﬁn»mmrg»-uh & Suppiies :
Explosives - T,368.31 7,3%8.31 310.79
Pipe 2,798.33 2,796.25 T0.80
Track , 1,T17.35 1,976.62 r3a7 :
Other Supplies 3, 560.27 3,511.97 6.95 .
Posmr uvrww.rw‘ s, k59 .81 319.79 - 96.81
Dismond Drill Bits (Net) 143,89 | |

v a . N N

e B 12,909.85  12,909.85

t | .
Repairs to Equipment 557.09 557.09 -
Payroll Texes - 859.37 859.37 = - 50.55
Lisbility Insurance - 16. 16.h1 9
Workmen's Compensation Ins. 1,586.20 1,586.20 103.28
Oecupationsl Pisesse Insursnce 243.99 243.99 11.70

Totals $110, 71k .41 £110, Ak b $19,648.77 $8,k70.56

| CONTRACT Tom-B6T
DISALIOWEY  PROCREDS

. FIRAL FROM LIQ-  ACCEPIRD
AUDTY UINMTION A~ _CogTs

$12,928.00 $9, mmw.»m

1,311.03 - 831.73 27,963.79
' 262.50 262.50 k,127.35

: 1,928.00

0. 516.48 . 6,851.83
.B.Nw $ 620.79 »L..G L3
21317 394.37 1,582.25
moa uvgog “wawca
N9.79 388.61 ,973.99
2,881.80 10,108.05

S : 557.49
+79 mm 15.86
103.28 6070 1,525.50
11.70 243.99
$3,928.85 $,373.73: ﬂmv%m.uo“ . $3,896.96 $75,805.22

. : : i ‘ 4 §
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gzj_gasﬁ MINERALS EXPLORATION ADMINISTRATION
ONTRAC‘I‘ ADMINISTRATION AND AUDIT DIVISION 5‘& p
N
Y

-

SRECOND INTERIM AUDIT CERTIFICATE

I have examined the records and transactions of:

Peru Mining Company \
P. 0. Box 309 : N

Silver City, New Mexico

pertaining to Exploration Contract 1am-E67, Docket No. DMA 371X in-
cluding Amendments 1 and 2, covering a project of exploration for
lead, gine, and copper, for the period July 18, 1951 to December 31,

19%2.

My exemination was made in accordance with generally accept-
ed stenderds applicable in the c;!.rcumstmces.

The sudit disclosed the following facts in regard to the
amount to be paid the Contractor:

Potal Cost per MF-10k $92,797.56
Exceptions? v ,

Per Audit $6,470.50

Per Certifying

officer 16,927.42 25,397.98
Total Accepted Cost 7,399.5¢

The contract calls for a 50 per cent participation of ex-
ploration expenses by the United States Government. Therefore, pay-
ment to the Contractor by the Government in the amount of Thirty three
thousand six hundred ninety-nine and <79/100 Dollers

"333:699 .19~

is valid and proper.

This certificate is issued on the provision that the Regional

Executive Officer, the Admimistrator, or other competent official has
accepted or will accept thé project as having otherwise met the terms
of cge contract.

March 20, 1953 M Z J’ ('Z

Dongld T. Finch, Auditor
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I. INTRODUCTION
On February 23, 1953, & second interim sudit (covering the period

July 18, 1951 to December 31, 1952) was made of the records and accounts
of operations pervaining to Contract No. Idm-E67, Docket No. DMA 371X,
including Amendments No. 1 and 2 with the

Peru Mining Company

P. 0. Box 309
Silver City, New Mexico

covering a project of exploration for lead, zinc and copper.

The accounting records under this contract are located in the
company's office at its mine which is near Central, Grant's County,
New Mexico.

Mr. John H. Soule and Mr. W. R. Hardwick, Mining Engineers, Tucson
Office, assisted in the audit. During the course of the audit, Mr.
Joseph H. Taylor, Vic~President and Mrs. Adeh Fleming, Assistant Sec-
retary were consulted when necessary. Their cooperation greatly facili-

tated the audit.

II. GENERAL INFORMATION ON RECORDS
The asccounting records for the exploration project are integrated
through & modern and apparently comprehensive system with the company's
"branch" accounts covering the company's exploration development and
mining operations at the mine.
The source documents covering the costs of this project are recorded

on Monthly Work Sheets that form the basis for preparation of the Monthly

MF-104 reports, This audit, therefore, involved in general, a check
of the source documents ageinst the Monthly Work Sheets and reconciliation /

/
/

/
/
U
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with the MF-104 reports. All costs except some msterials were recorded

on an accrual basis.

III. SCOPE OF AUDIT AND FINDINGS

The audit was iimited to ascertaining the accuracy, propriety and
validity of the costs as shown in the "Totals to Date" column of Form
MP-104, Operator's Monthly Report and Voucher for the month of December,
1952, In view of the previous audit, covering the period July 18, 1951
to June 30, 1952, except as otherwise indicated this audit was restrict-
ed to the costs claimed by the Operator since that later dete. The ex~
tent of the sudit and the findings under esch of the "Items of Cost"
follow:

(1) Independent Contracts

On Jenuaxy 24, 1952, a sub-contract for churn drilling between
the operator and the Johnson Drilling Company was approved, This sub-
contract provided for a msximum cost of $10.50 per foot. As of October
30, 1952, the operator had submitted total claims for churn drilling of
.797.5 £t. at $10.50 which had been accepted in s total amount of
$8,373.75. In November, 1952, the operator reported an additional 115
£t. of churn drilling and claimed additional costs of $16,927.42. This
later cost figure represented, according to the operator, the final |
settlement with the subecontractor. The certifying officer dissllowed

the item of $16,927.42, upon the recommendation of the supervising
engineer as to the status of the chwrn drilling operations, end also because
of the terms of the sub-contract, limiting the cost to $10.50 per foot.
This disallowance is concurred with, and it is recommended thet the





. ’ .

previously accepted total of $8,373.75 be disallowed pending the
completion by the operator of the churn drill hole in accordance with
the contract. Attached to and made a part of this report is a signed
copy of a memoranﬂum.frem Mr. ¥W. H. King, Executive Officer, Field Teanm,
Region IV, concurring in this disallowance., This memorsndum is dated
March 16, 1953 and is self-explanatory.

Also attached to this report is & copy of an itemized statement
furnished the auditor by the Assistant Secretary of the Operator and
captioned: |

"Johnson Drilling Company
Churn Prill Hole
For Peru Mining Company."

The date. in this statement was not audited because of the limitations
in the sub-contract and is attached to this report for informatory pure
poses only. The following errors in the compilation of the statement

ere, however, noted:

Error in sub-total page 7, $1072.33-

adds a8 $1072.23Q—-0-9Q--9—“PQ9--90~—’uowdd-—ﬂﬂh-wﬁ .lo
Error in sub~total lest page of report,
$538'76, Mds a,s $508.30-gm~,vo-~~~hn—non—t#v'n#w-"——~ﬁ~$3o.l’,6

Apparent overstatement sales taxes
(2’ of $30‘56)Qﬁwv~~—--dun;nd—v—ﬂopq-o——nﬂﬂnun——-a- '61

Total $31.17

(2) Labor and Supervision,Technical Services:

All charges under the item of Labor were checked against the
recordings on the Monthly Work Sheets. In order to verify the labor
time, rates and charges on a sampling basis, 100% of the labor costs
charged to the project for the month of July, 1952 and approximetely
10% of August and November 1952, were checked back from the payrolls

to the daily time cards approved by the foremen. A summary of acceptable
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labor coste follows:

Balance June 30, 1952 $18,426.51
For the period July 1 to December 31,

1952 8,226.2
Total to Date December 31, 1952 6,652, 7!

Salaried personnel are paid from the Chicago office of the company.
Charges for Supervision on the MF-104 forms submitted, are based on the
schedule contained in Exhibit D of the contract and are outlined below:

Balance June 30, 1952 $2,289.85

Period July 1 to December 31, 1952
Superintendent-10% of Monthly Salary of $550.00

| $330.00
Foreman-10% of Monthly Salsry
of $450.00 270.00
Engingerdo% of Monthly Salary
of $325.00 975.00 1,575.00
Total to Date December 31, 1952 - §3!86¥a82

Charges for Technical Services were for a Consultant Geologist,
Exhibit D of the contract provides for a meximum rate of 20% of a Month~
ly salary of $700.00 or $140.00 per month. Charges during the period
July 1 to December 31, 1952 for this item averaged $110.00 per mohth
and were based on time devoted to the project as evidenced by invoices.
The accepted total to date for geological services smounted to $1928.00
as of December 31, 1952.

The charges for both Supervision and Geological Services were
discussed with the Supervising Engineer, and the Executive Officer.

They are considered reasonable.

(3) Operating Materials and Supplies:

All charges ageinst this category were checked against the
Monthly Work sheets. Mr. Soule, Mining Engineer examined all requisitions
for materials and supplies to determine the propriety of the items charged,
the reasonableness of cost and the neceassity of the items to the project.

4
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Test checks were made of the stock record cards maintained by the
storekeeper. Purchases were test checked for computations, unit
prices and quantities. Materials are charged out of stores to the
project on an averasge unit price basis. The operator had complied
with the recommendation in the previous eudit concerning the seg-
regation of previous charges for pipe and track formerly charged
to "Other Supplies.”

The acceptable costs for materials and supplies are tabulated

below:
July 1 to Total to
Balance 6/30/52 Dec.31,1952 Date-12/31/52
Explosives $4,554.97 $1,986.07 $6,541.04
Pipe 2,009.60 715,85 2,725.45
Track k;;#}l.lg 266,26 1,703 .45
Other: 1,937.88
Electric Wire &
Mine Supplies $ 533.19
Hose ' 231.16
Small Tools 31.23
Drill Bits 280.00
Drill Steel 120.00
Vent Tube 153.23
Miscellaneous 69.44 géggzé.lg
The foregoing tabulation reflects minor cherges in distri-
bution.
(4) Power

Electric Power is furnished by the Community Public
Service Company. All monthly power invoices were examined for
the period July 1 to December 31, 1952. During the previous
audit, it was determined that metered horse power demand had

not been increased by the exploration project. Also, during
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that eudit, a theoretical allocation of electric power to the project
wes developed with the sssistence of Mr. Soule, Mining Engineer. " The
following tabulation reflects a recamputation of power costs, July 1
to December 31, 1952, based on the lowest applicable minimum rate for
KWH energy consumed. Allocation to the project wes on the basis of
average daily consumption of electric energy for pumping of 698 KwH
per calendar desy end of 622 KWH per days worked for other exploration
work, such &s air compression, pro rata portion of hoisting, ventilation,
locomotive battery charging and Miscellaneous.

July August September Qctober Novembexr December

Calendaxr Days 31 31 30 31 30 31
Days Worked 2 21 21 18 19 20

dayx Calendar days
21638 21638  209k0 21638 20940 21638
Drifting: 622 KWH
per deyx days ‘
worked 13684 13062 13062 1119 11618 12L4o

Total KWH Consumed 35322 34700 34002 32834 32758 3&0;;3
Electrical Energy st lowest Applicable Minimum Rate
. KWH at 9.20 Mills

35322 34700 24319 14780
KWH at 8.05 Mills 4 o 8 . .
; 32834 3275 12600
Cost of Electrical $223.73 S $135.98
Energy 2k . 264,31 $263.70 101.43
Total %32& 9é %319 301.6 31 %EgsiTO $237.41
Add 2 Tax b _6.50 $ 38$ 6,03 $ 5.29 § 5.27 $ L.

Total Acceptable
Cost of Electric

Energy $331.46 $325.62 $307.71 $269.60 $268.97 $242.16
Totel cost of Electric Energy July 1 to December 31, 1952~~----$1T45.52
Total Claimed on MF-104s, July 1 to December 31, 1952--«===s—=- 1842.33

Excess Charge for Blectric Energy Disallowed $ %%l

The Operator had adjusted its records to reflect the disallowance

6






for excess power charges reported in the gprevious audit report. The

acceptable power costs as of December 31, 1952 are summarized as follows:

Adjusted Claimed 7/1 Disalloved Accepted Total
Balance to 12/31/52 7/1 to 12/31 to Date 12/31/52
) 1952

$2,908.68 $1,842.33 $_9.61 $h,065L .20
(5) Operating Equipment
Purchased
During the period July 1 to December 31, 1952, there were no
purchases of Equipment. The cherges to this account during the period
were on a Supplemental MF-10k for July 1952, and were for unclaimed
balances on the purchase price of the Jumbo Drill and mine cer wheels
acquired prior to June 30, 1952. The invoices applicable to these charges
were examined during the previous audit. Purchases to Date consist of
the following Ecuipment:

1 DJ B-2 Two Drill Boom Jumbo with Power Feed Shell=~---$h,105. 15

1 DA 30 Power Feed Drifters=-----=-----e-=e- wemmmemnes=  3,860.00 -
20 Mine Cars, completee~r-~o-re-recmrioemmacccocesnmmnn sfoau fo
Totel to Date December 31, 1952 iz, .

(6) Miscellaneous

Repairs to Equipment

All charges for repairs to«eqnipment for the period July 1
to December 31, 1952 were from "Orders on the Storekeeper” end werc
examined by Mr. Soule, Mining Engineer, for nature, reasonableness of
cost, and necessity. Monthly totals were checked to the applicable MF-10k.

Acceptable charges for Repairs to Equipment are as follows:

Balance June 30, 1952 None
Period July 1 to Dec. 31, 1952 $957.49
Total to Date Dec. 31, 1952 §5?Z.h2
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Charges during the period July 1 to December 31, 1952 for payroll
taxes, public liebility iunsursnce, workeuen's compensaticn insurance and
occupational disease insurance were confirued by applying the rates
in effect me shown by the operator's files to the applicable payrolls.
It was determined that payroll taxes &id not include charges for cxempt
salaries and wages.

The rates which the operator's files indicated to be in effect are
as follows:

Peyroll Taxes

Federal Qld Age Benefits 1,.5%
Federsl Unemployment 0.3%
New Mexico State Unemployment 1.8%
Workmen's Ccmpengation Ingurance
July 1 to October 31, 1952 $h4 . 766 per $100.00 of Payroll

tess Discount of 5.2%
November 1 £0 December 31, 1952 $7.02 per $100.00 of Payroll
less Discount of 3.5%

Public Lisbility

5 cents per $100.00 of Payroll

Occupational Disease

July 1 to October 31, 1952 $0.812 per $100.00 of Payroll
Lese Discount of 5.2§%

November 1 to December 31, 1952 $0.777 per $100.00 of Payroll
less Discount of 3.5%

1V. CONCLUSIONS AND RECOMMENDATIONS

The totals to date showa or the MF-104A report for December 31, 1952 agree
with the totals to date as cleimed by the operator. The item of Drifiting
should be veduced fram $5h,506.54 to $54,409.73 to reflect the disallow-

ance for excess power charge of $96.81. The item of $25,301.17 for churn
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drilling should be eliminated to reflect the disallowance of this iten.
This audit has disclosed that all cost, as charged to this project,
with the exception ¢f the disallowance itemized under:

(1) Independent Contracts
(4) Power

of the preceding section of this report, are ressonable and proper under
the terms of the contract, including Exhibits A, €, and D as amended.

The adjustments between items of coste, as shown on the December,
1952 MP-10l, the recommended di§allowances and approved amounts are

sumarized as follows:
Totals to Distri~ Disallowed Disallowed Allowed

Date-MP-104 bution by Certi- by by
12/31/52 _  Corrected fying Officer Audit  __ Audit

ependent Contracts
Churn Drilling $25302,17  $25301.17 $16927.42  $8373.75 § None

Labor & Supervision:

Labor 26652, 76 26652, 76 $26652,76
Supervision 3864.85 3864 .85 36864.85
Technical Services 1928.00 1928.00 1928,00
Operating Mat.&Suppt
Explosives 65hk1.04 6541 .04 6541.04
Pipe 2727.53 2725.45 2725.45
Track 1729.25% 1703.45 ‘ 1703.45
Other 3328.25 3356,13 3356.13
Pover 4751.01 4751.01 96.81 4654 .20
Operating Equipment: v
Purchased T 12989.85 12989.85 12989.85
Miscellaneous:
Repairs to Equip. 557.49 557.49 557 .49
Payroll Taxes 756.78 756.78 756.78
Public Liability
Insurance 15.07 15.07 15,07
Workmen's Comp.Ins,
422,22 422,22 14g2,22
Occupational Disease
Insurance :
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At the conclusion of the audit, the findings, except the item
of churn drilling disellowed, were digcussed with Mrs. Adah #leming,
Assistant Secretary. It vas not femsible to discuss the item of churn
drilling at the time of the audit, and prior to a conference with the
Executive Officer of Hegilon 1V,

Mprch 20, 1953 Renwtd J F Mw@m

Donald T. Finch
Auditor






22k New Customhouse ”
Denver 2, Colorado March 16, 1953

Memoranium
Tor Donald P. Finch, Auditor, R:gion IV
Prom: Exacutive Officer, Fisld Tuam, Reglon IV

Subject: chumﬁnr:&.ll&ag - Peru Mining Co., Exploration Project Contract
Tam=E0T

Refarence is made to conference March 9, 1953 concerning the
following situation:

(1) The Exploration Contract suthorizes churn drilling for an
air shaft starting at sbout 12" size and ending at about 9" to connect
with & drift on the 625' level of the Kearney mine.

(2) A sube-contract dated Decembor 5, 1951 between the operator
and the Johnsen Drilling Compeny providing for this churn drilling at a
sexioum rate of $10.50 per foot was approved on January o2, 1952,

(3) It is reportad that st the present tims the ¢churn drill hole
hos & total depth of 912.5 feet but that between 242.5 feet and 331.0 feet
of ths lower porticn is only 6" sisze, Also the hole bottom is not connected
with the drift.

(4) The cperator hes made a final settlement with the subecontract
or. The following tabulation reflects the present status of claimsd costss:

Period December 1,
T97.5 4. at 10.50

Novenber, 1232
5 ﬂtfh . Wub ed on final settlement % "
wvith sub~contractor 2592742
Total to Date 535_,30;1.17
Disallovance by Finance Officer 16,927.h2
Accepted Bslence to Date $ 8,373.75

(5) The cperator has curpently recessed both mining and exe
ploration operations.

\

(6) At the present time none of this churn drilling is accepl-
able from an engineering standpoint.
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Qe

(7) I concur with your recommendation that the balance of
$8,373.75 of claimed cost should be disalloved on & suspense basig pendw
ing the completion by the operstor of a sstiefactory borehale conngcted
with the arift in accordance with the contract.

W b Bisa
W, H. King

JFS:es

cc: Contract
Chron.
Storms
Koschmann (2)
Distribution
for Audit Report (9)
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JOHNSON DRILLING COMPANY

CHURN DRILL HOLE

FOR PERU MINING COMPANY

December 1951: Month To Date
12-27-51 Car Expense $ 8.75
12-30-51 Moving Expense, gas, oil 18.75
Lebor Moving 36.00
12-31-51 Labor on Trucks 14.00
12-30-51 Road Expense, gas & eats T.53
12-31-51 Gas & oil for moving 21.00 106.03
January 1952:
1-3-52 Gas & material for bldg. 165.37
1-3-52 Gas & oil for rig 33.35
1-3=-52 Butane 7.80
1-3-52 Iron at Cosgrove's 7. T4
1-k-52 Oxy & acet. 10.20
1-5-52 John R. Johnson Wages 75.00
1-5-52 Travel expense 3.00
1-5-52 Joe Baca Wages 35.50
1-2=52 Gas & 0il for Moving 11.00
1-8-52 Bayard Builders 3.21
1-8-52 Butane for rig 19.58
1-11-52 Travel Expense to Pueblo 100.00
1-11-52 Drill Tools 389.43
1-5-52 William J. Wages 75.00
1-12-52 Gas & 0il to Pueblo 10.81
1-15-52 Gas & oil 5.20
1-15-52 Telephone call 1.01
1-15-52 Welding Lens .75
1-11-52 Joe Baca Wages 46.50
1-19-52 Geo. Doolittle Wages 38.50
1-16-52 Gas & oil 18.23
1-17-52 Camp Supplies T.14
1-16-52 Travel Expense ' 10.00
1-18-52 01l 4.59
1-10-52 Trip after Rig Supplies 20.00
1-16-52 Oxy & acetylene 12.00
1-9-52 Gas & oll 28 gas 2 qt oil T7.80
1-18-52 Gas & oil T.31
1-18-52 Camp Supplies 2.20
1-16-52 Drill Tools 119.03
1-24-52 Credit Card Charges 27.18
1-19-52 Geo. Doolittle Wages 67.75
1-18-52 Jemes H. Johnson Wages 76.87
1-18-52 Joe Baca Wages 37.25
1-11-52 John R. Johnson Wages 59.25
1-11-52 W. W. Johnson, Jr. Wages 73.50
1-18-52 W. W. John, Jr. Wages 82.50

1-18-52 John R. Johnson Wages - 68.25
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JOHNSON - CHURN DRILL HOLE

1-21-52 Rediator for rig
1-21-52 Car Parts Depot Rig SBupplies
1-21-52 Silver Auto Supply
Rig SBupplies
1-21-52 Rig repairs
1-22-52 Water Pump for rig
1-24-52 Gas & oil for rig
- 1=pha52 Welding Supplies
1-19-52 Freight on Tools
1-19-52 Camp Supplies
1-25=-52 Gas & oil for Pickup
1-25-52 James Johnson Wages
1-25-52 Joe B. Baca Wages
1-25-52 John R. Johnson Wages
1-25-52 Geo. Doolittle Wages
1-26-52 Telephone Calls
1-27-52 Gas 10 gal. 2.90 Tire
Repair Pickup 1.25
1-18-52 Gas & oil Pickup
1-28-52 Gas & oil for car
1-27-52 Pelephone Call
1-26-52 Gas & oil for rig
1-30-52 Walter Johnson Balary
1 month
1-30-52 William W. Johnson
Wages to Jan. 25
1-30-52 Gas for Plckup
1-30-52 Telephone for Tools
February 1952:
2-1-52 Willism Johnson
2-1-52 James Johnson
John R. Johnson
- George Doolittle
2-1-52 Repairs - Richard Auto Works
2-1-52 Gas, oll, Tire Repair Cr. Cards
2-4-52 39 ft. 14" Casing
2-8-52 W. W. Johnson, Jr. Wages
John R. Johnson Wages
James Johnson Wages
2-8-52 George Doolittle
2-5-52 Gas & oil Pickup
2-5-52 Telephone
2-5-52 Gas & oll for car
2=-1-52 Cosgrove's
2-8-52 Repairs Truck
2-4-52 Freight on Tools
2~-15=52 Butane Account
2-11-52 Zork Hdwe. Cable
2-9-52 Freight on Engine

2-11-52

Tire Repair

19.47
18.23
20.75
18.22

u.oo

2.82
60.37
50.25
73.50
41.00

2.90

4.15
2.66
5.67
1.03
40.90

300.00

61.87
3.20
2.15

70.87
T72.37
65.25
51.50
2.00
8.95
188.00
60.75
63.00
60.00
7.50
6.40
4.00
5.30
3.20
2.75
11.97
100.25
156.10
2.27
1.25

Page 2

Month »

2,516.27

To Date

2,622.30





(4]

. ' )

JOHNSON - CHURN DRILL HOLE

2-14-52 Gas & oll for Pickup

2-15-52 Gas & oil for Pickup
2~13-52 Gas & oil for Pickup
2-13-52 Williem Johnson Wages
2-15-52 Gas for Pickup
2-16-52 John Thomas Wages
2-16-52 Jemes Johnson Wages
2-16-52 John R. Johnson Wages
2-15-52 H. L. Barnett Acct. Rig
& Welding Supplies
2«11-52 Gas & oil car
2-15-52 Truck Repair
2-26-52 Gasoline Conoco
2-21-52 Oxygen
2-16~52 Cer Expense
2-22-52 John Thomas Wages
2-22-52 John R. Johnson
2-22-52 James H. Johnson
242252 William Johnson
2-22-52 Repairs on Dodge Pickup
2-22-52 Vibrogel 75 lbs.
2-22-52 Elect. Caps 10-60 ft.
£=-23-52 Time Cards
2-24-52 Elect. Caps 5-8-5-60
2-29-52 - Flashlight Batteries
2-25-52 Pickup Repairs Chev.
2-29-52 John R. Johnson
2-29-52 Walter Johnson 1 Month
2-29-52 William Johnson
2-29-52 James Johnson
2-29-52 John Thomas
2-29-52 E. R. Jordan
2-29-52 E. Cosgrove acct.
2-29-52 011 for pickup
2-29-52 Gas & oil
2-18-52 Gas for pickup
March 1952:
3-7=52 E. R. Jordan
3-7=52 John Thomas
3-7-52 John Johnson
3-7=52 James Johnson
3-4-52 Traveling Expense
3-8-52 Gas for pickup
3-8-52 Gas for Car & pickup
3-9-52 Oxygen 2 Drums
3-19-52 Kennecott Bill on Bits
3-16-52 H. L. Barnett €o. acct.
3-19-52 B. Cosgrove Acct.

3~-19-52 Telephone acct.
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Month

2,627.94

To Date

5,250. 2k
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JOHNSON -~ CHURN DRILL HOLE

3-14-52
3-14-52
3-14«52
3-14-52
3-19-52
3-21-52
3-21-52
3-21-52
3-21-52
3-21-52
3-2k-52
3-27-52
3.28-52
3-28-52

April 1952:
-4=52
hali-52
452
4-1-52
3-10-52
}~1-52
4-1-52
3=16-52
h-5.52
3-2h=52
4-5-52
4-11-52
4-11-52
h.11-52
4-8-52
L.9-52
h-11-52
h.2-52
3=26-52
4-18-52
4.18-52
4-18-52
h-25-52
4.25-52
4.p5-52
4u25-52
4-13-52
4-16-52
4-19-52
4-20-52
4-2h-52
h-12-52
4-17-52
4-25-52

John R. Johnson Weges
E. R. Jordan Wages
John Thomas Wages
James H. Johnson
Repairs on Chev. Pickup
John R. Johnson
Jemes Johnson

John Thomas

E. R. Jorden

Gas for pickup
Oxygen & acetylene
John R. Johnson

E. R. Jordan

Jemes H. Johnson

G. B. Morris

E. R. Jordan

James H. Johnson
Walter Johnson

Gas & oil for rig
Gas, oil & grease for rig
Gas & oll acct.
Credit Card Charge for car
Butane acct.

Oxy. & acetylene

Car repairs

B. R. Jordan

G. BE. Morris

James H. Johnson
Gasoline pickup
Oxygen & acet.
Gasoline for welder
Grease for rig

John R. Johnson Weges
BE. R. Jordan

James H. Johnson

G. E. MOrris

John Thomas

E. R. Jordan

James H. Johnson

G. E. Morris

Tire Repair

Oxy. & acetylene
Oxygen & acetylene
Iron

Iron for stem

Gas for welder
Telephone acct.
Credit Card Tickets to Date

*
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1,317.04
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6,567.28
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JOHNSON - CHURN DRILL HOLE

3=31-52 Darbyshire Machine Work on
Drilling Tools
h-21-52 Gas for pickup
4.p5.52 Oxygen & acetylene
L.28-52 Rig Repairs
4-30-52 Gas Credit Card Car
4.30-52 Tire for car
}4-30-52 Waltér Johnson April
1952:

5«2-52 John Thomas Wages

BE. R. Jordan

James H. Johnson
Gerald Morris

5=-2-52 Gas & oil for rig

5-2-52 Oxy & acet.

5-5«52 Repairs & gas & oil car
5-7=52 Credit Card Charges Pickup
5-12-52 H. L. Barnett on acct.
5=12-52 Ray Burchfield rig repairs
5-12-52 Silver Auto Parts Rig Repairs
5«10~52 Car Berviced

5=-2-52 Traveling Expenses

4-30-52 Employers Soc. Sec.
k-30-52 N. M. Employment Ins.
4-30-52 Peyroll Insurance for lst

quarter on Peru Job $7.91
per $100.00 payroll..
Payroll was $3,924.72

5-16-52 BE. R. Jordan Weges 1 to 15
5-16-52 G. E. Morris Wages
5=16-52 John Thomas Wages
5-16-52 James H. Johnson

5=3-52 Freight on Bit

5=16-52 Freight on Stem

5=16-52 New Drill Stem

5-26-52 12" Bit

5-27«52 Credit Card Charges
5-22-52 Oxygen 3 Drums

5=1T=52 Kew V Belts

52452 Gas for Welder (Station)
5«31«52 Butane acct.

5=-30-52 John Thomes Wages
5-31-52 Walter Johnson

5=31-52 Howard Mountain

5-31~52 G. B. Morris

5-31=-52 James E. Johnson
5-31-52 B. R. Jordan

5-27=52 Ges for Welder

73.00
k.27
27.35
11.13
4.80
27.77
300.00

115.50
8l.00
85.50

114.00
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Month

2,148.15

3,221.70

To Date ‘

8,715.43

11,937.13





JOHREON -

June 1952: '
6-5-52 Telephone scct.

6-10-52

6-9-52

6-12-52
6-13-52
6-13-52

6-1h-52

6-13-52
5-28-52
5-2li-5p
6-11-52

6-15-52
6-16-52
6-17-52
6-17-52
6-6-52

6-17-52
6-10-52
6-18-52
6-5-52

6-2-52

5-28-80
5-26-52
6-1-52

6-9-52

6-24-52
6-25-52
6-25-52
6-25-52
6-25-52
6-30-52
6-30-52
6-30-52
6-30-5¢2
6-30-52
6-30-52
6-30-52
6-30-52
6-20-52
6-30-52
6-30-52

.
. . )

CHURN DRILL HOLE

Cosgrove acct.
Gas & nil for car
Gas for car

Rig varts

Merrits Repé.i;ztg

Gas for car

Gas for pickup

Car Parts Depot Rig Repairs
Repairs on Pickup
Pickup Repairs et Bill Snell
Pontiac

G. E. Morris Wsges

E. R. Jordan Wages
James H. Johnson
Clyde Jarbo Weges
Rig Repsirs Merrits
Gas for car

Oxygen 2 Drums
Barnett Acct.

Gas for car

Gas for pilckup

Gas for car

Gas for Welder

Gas for pickup

Gas for pickup

Gag & 0il Conoco
Gas for car

Gas for pickup

Freight on Jars
8pang Jars

Welter Johnson
Clyde Jarbo

E. R. Jordan

Howard Mountain
James Johnson

Gas for car

Gas for pickup
Gerald E. Morris

Pickup Repairs
Barnetts Bal. on June acct.
Butane for June

19.62
26.05
2.82
3.30
10.00
48.28
4.70
b2
6.43
2.06

31.39
135.75
151.50
126.00

21.20

11.73

3.93

11.22

4311.72
4.80
4.35
}".25

27.28

3.07
1.30
38.85
k.56
3.30
7.86

279.50

3oo.oo

103.5

175. 50

248 12

160.12
4.28
1.43

68.25

16.00

81.12
108. 74

Page 6

Month

2,681.29

To Date

14,618.42
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JOHNSON - CHURN DRILL HOLE

July 19522

T-2-52
T-4=52
T-3-52
T=-3=52
T-l=52
T-l-52
T-1=52
T-k-52
Talp=52
7-6-52
T-9-52
T=-14-52
T-15-52
7-16-52
T=16-52
T=16-52
7"16 . 5Q
7-16-52
T-1h=52
T=-1k4-52
T-14-52
7=1l4-52
T~12-52
T-11-52

T-2-52

T-14=52
T-14=52
T=-1=52

3-5=-52

3-27-52
3-19-52
3ub-52

1-10-52
6-14-52
6-16-52
6-29-52

Gas for car

50 1b. W. R. Barmett Co.
Gas Pickup Dixle

Tire Rep. Pickup Dixie
Gas for car - Texaco at Deming
Cable at Cosgroves

Fuse - Cosgroves

Bhaft for Stem -~ Deckerts
Cosgrove acct. for June
Gas for car for trip to Job
Gas for pickup

Telephone acct. June

Gag for car & ail

Gas for pickup

Clyde Jarbo Wages

James Johnson

Howard Mountain

E. R. Jordan

Parts Burchfield

Parts Barnetts

Parts Barnetts

Gas for Welder Conoca
Parts - Barnetts

Ranite - Barnetts -
Butane

Barnetts - Parts
Barnetts - Parts
Barnetts Weld. Rod

7 1bs. #18 Annun. Wire
30 1b. 60% Dynamite

1 case 60% Dynamite

1 bx. 60% Powder

8 Elec. Caps 50 1lbs. Pwd.
1 bx. Powder

1 bx. Powder

1 bx. Powder

Amount Paid
Balance

Q
»

3 &
BoranrBEpBy wus
N OO 0O W NN

151.50
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7:28
27.53
1.12
31.22
45.98
17.10

63.65
6.15
9.17
9.17
9.17

10.79
9.17
9.17
9.17

Page T

Month

1,072.33

To Date

15,690.75
12,750.00
$2,940.75
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JOHNSON DRILLING COMPANY

CHURN DRILL HOLE

FOR PERU MINING COMPANY

July 15 through ' Balance
July 31, 1952 Month To Date
$2,940.75
T=-17-52 Parte at Barnett's .25
T-18-52 Tire Repair Bill Snell .T5
T7-19-52 Gas from Home Tank Pickup 3.75
T-24=52 Gas from Home Tank Pickup 3.75
T-20-52 Box for Stem 20.00
T-24=52 E. P. Welding Sup. 6.63
T-25=52 E. P. Welding Bup. 11.99
T-25-52 Texaco Gas for Car 4.28
7-28-52 Gas for Car Barnett's 4.20
T-29-52 Dynamite Cosgrove 12.44
T7=-31-52 Clyde Jarboe Wages 154.37
7-31-52 E. R. Jordan Wages 149.87
T=-31=52 James Johnson Wages 187.87
7-31-52 Howard Mountain Wages 149.87
T=-26-52 Cosgrove 6.94
7-21-52 1 gt. oil Pickup .35
T-31-52 Barnett's 6.10
T=17=-52 Butane 7.4
T7-31-52 W. Johnson Wages 200.00 97h.82  3,915.57
Amount Paid through T-31-52 2,000.00

Balance $1,915.57





JOHNSON DRILLING COMPANY

CHURN DRILL HOLE

FOR_PERU MINING COMPANY

‘August 1 through
-Auguat 31, 1952:

T7-31-52
8-1-52
8-2-52

8-2-52
8-5-52
8-9-52
8-9-52
' 8-10-52
6-10-52
8-10-52

8-13~-52
8-15-52
8-16-52
8-16-52
8-16-52
8-13-52
8-15-52
8-7-52
8-6-52
8~11-52
8-1-52
8-1-52
8-1-52

Gasoline-Conoco
Gasoline-Texaco

Martin's ‘Motor-Repair on
Chevrolet Pickup Generator
Bill Snell-Repairs on Pickup
E. Cosgrove 's-lyvanite Fuse
Thomas Foy Lumber Company
The Hardware Company

Rodman Supply Co.-Rope S8ocket
Gasoline-RBill's Texaco Station
Butte Rediator Shop-Rod &
Radiator Repair

Telephone Account=-July

¥Wm. H. Snell-Tire, Tube, Gas
James H. Johnson Wages

Clyde Jarboe Wages

Gasoline and 0il _

Pin for stem from stock gt yard
Walter Johnson's Wages
Welding Supplies

Butane Reliable Furniture Co.
Babbit & Belt Dressing-Barnetts
Gasoline for Welder and 0il
E. R. Jordan Wages

Howard Mountain Wages

=
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Amount Paid through 8-20-52

Balence

Month

$1,023.72

Balance
@Dwe

$1,915.57

$2,939.29

1,100.00
$1,839.29





JOHNSON DRILLING COMPANY

CBURN DRILL HOLE

FOR PERU MINING COMPARY

Beptember 1, 1952
through September 15, 1952:

9-2-52
9-3-52
9-5-52
9-9-52
9-9-52
9-9-52
9-10-52
9-10-52
9-10-52
9-12-5¢
9-13-52
9-13-52
9-15-52
9-16-52
9-16-52
9-16-52
9-16-52
9-16-52

Fleming Service-8.2 Gallons Gasoline
El Paso Welding Supply _
Reliable Butane Store-Fuel for Rig
Bill Bnell's Service-Tire for Pickup
H. L. Barnett Company-Gas & S5Of Ranite
8. W. Pressey-1l Pin and 1 Box
Telephone Account for August

I. W. Lovelady-1 Bit

H. L. Barnett Company - Supplies

1 Regular Bottame 53" Sand Pump
Whitfield Trans. Co.-Frt. on Bit
Railway Express Co.-Frt. on Pin & Box
Walter Johnson's Wages

Freight on Sand Pump Bottom

Clyde Jarboe's Wages

Howard Mountain's Weges

BE. R. Jordan's Wages

James H. Johnson's Wages

Balance

2.46
10.10
ho.27
36.31
36.72
67.10
2.79
60.00
5.35
ho.62
5.62
3.77
100.00

3.80
116.25
134.25
137.25

116.22

Month

$929.91

Balance
to Date
$2,791.90

$3 ,721.81
$3,721.81





JOHNSON DRILLING COMPARY

CHURN DRILL HOLE

FOR PERU MINING COMPANY

September 15, 1952

through September 30, 1952.

9-16~52
9-18-5¢2
9-20-52
9-24-52
9=2h-52
9-30-52
9 .
9-23-52
9~18-52
9-18-52
9-19-52
9-27-52
9-29-52
9-29-52
9~30-52
9-30-52
9-30-52
9~30-52
9-30-52
9-30-52
9-16-52
9-30-52
9-30=-52

Valley Service S8tation-Gasoline
Fleming Service Station~Gas & 0il
Breke Fluid-Fleming Service Ctation
Central Bervice Station-Gas

Central Service Station-Gas
Telephone Account for 8September

H. L. Barnett Co.-Supplies

H. L. Barnett Co.~Supplies

Merritt Machine S8hop-8hopwork
Continental 0il Co.-Gas for Welder
Reliable Furniture Store-Fuel for Rig
Gas for Pickup at Dixie

Gas for Welder-Centinental 0il Co.
H. L. Barnett Co.-Battery for Welder
Clyde Jarboe's Wages

James E. Johnson's Wages

E. R. Jordan's Wages

J. D. Reave's Wages

Howard Mountain's Wages

Walter Johnson's Wages

Traveling Expense for W. Johnson
F.0.A.B. Taxes for Employees
Insurance on Employees

Amount Paid through 9-30-~52
Balance

$h.b1
-5.92
.80
5.10
3.85
12.06
1.64
5.10
12.49
29.90
47.12
1092
31.05
18.95
156.37
154.87
155.62
30.00
155.62
100.00
25.00
259.70
684 .72

Month

1,902.21

Balance
to Date

$3,721.81

5,624.02
2, 700.00

$2,924.02
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JOHNSON DRILLING COMPANY

CHURN DRILL HOLE

FOR PERU MINING COMPANY

October 1, 1952
through October 15, 1952

10-1-52
10-5-5¢2
10=k4=52
10=T=52
10=-11=52
10~11-52
10=10-52
10-13-52
9-8-52
10-9-52
10=l=52
9-25-52
10-16=52
10-15-52
10-16-52
10-16-52
10-16-52
10-16-52
10-15-52

Mims Service Station-Gas & 0il
Fleming Service Station-Tire Repair

$5.05
.90

Mims Service Station-Grease Jjob, gas & oil 12.15

Butte Radiator Shop-Radistor Repair
Central Service Station«Gas & 0il
H. L. Barnett Co.-Welding Rod

El Paso Welding Supply-Welding Rod
El Paso Welding Supply-Welding Rod
Valley Motor Supply-Motor Repairs
Continental 0il Co.-Gas for Rig
Reliable Furniture & Butane Co.-Fuel
H. L. Barnett Co.~Iron

Howard Mountain Wages

J. D. Reaves Wages

E. R. Jordan Wages

Jemes H. Johnson Wages

Clyde Jarboe Weges

Walter Johnson Wages

Misc. Expense, Trace, Etc.

Balance

8.00
3.h7
30.60
2.90
20.91
37.69
1.97
h.h1
1.33
175.50
30.00
175.50
166.50
166.50
100.00

16.50

Month

1,002.88

Balance

to Date

$2,924.02

3,926.90
3,926.90





JOHNSON DRILLING COMPANY

CHUEN DRILL HOLE

FOR PERU MINING COMPANY

October 15, 1952
through October 31, 1952

10-16-52
10-17~52
10-22-52
10-19-52
10~19~52
10-29~52
10-26-52
10-31-52
10-31-52
10-18-52

10-22-52

10-17~52
10-21-52
10-23-52
10-31-52
10-31-52
10-31-52
10-30-52
10-29-52
10-30-52
10-31-52
10-24-52

Lakeview Bervice Station~Gasoline
Bill 8nell-Replace Fuel Pump ®arts

4.60
20.00

Butte Radiator S8hop-Glass for Chev. Pickup 10.74

Central Service Station-Gas for Pickup
Camp Expense Cash Ticket
Telephone Account for October
Standard 0il Company-~Gas for Car
James H. Johnson's Wages

Clyde Jarboe's Wages

Merritt Machine Shop~Turn Bit
Conoco S8ervice-Gas for Welder
Religble Furniture Co.-Butane

H. L. Barnett.~Supplies

H. L. Barnett Co.-Supplies
Walter Johnson's Wages

Howard Mountain's Wages

E. R. Jordan's Weges

Relisble Furniture Co.-Butane
Dixile-Gas for Car

Texaco~Gss for Car

8tandard-Gas for Car

Tube

2% Sales Tax on Total Job
Amount Paid through Oct. 31, 1952
Balance

1.69
3.96
1.46
3.15
134.40
134.40
20.15
27.28
k2.56
5.05
.62
100.00
172.50
368.00
y7.l11
3.87
5.93
5.66
1082
915.32
_18.31

Month

933.63

Balance
to date

$3,926.90

4,860.53
00.00
1,360.53
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JOHNSBON DRILLING COMPANY

CHURN DRILL HOLE
FOR PERU MINING COMPANY

November 1, 1952
through November 15, 19_52

11452
11-1-52
11-6-52
11-6-52
11-7-52
11-13-52
10-28-52
11-1-52
11-12-52
- 11-13-52
11-5-52
11-15-52
11-11-52
11-17-52
11-17-52
11-17-52
11-17-52
11-17-52

Repairing front end on car $10.29
Mims Central Service - Gas k.5
Standard 0il, Deming - Gas 4,60

Continental 0il, Silver City - Gas & oil 38.85
Dixie Truck Terminal - Grease job =~ Pickup 1.40

Valley Auto Co., Hatch - Gas 4.87
H. L. Barnett - Bolts, screws, clamps 1.17
H. L. Barnett - Repair parts 11.67
Reliable Furniture Co. - Butane okt
H. L. Barnett Co. - Repair parts 7.h2
H. L. Barnett Co. - Hose .T2
H. L. Barnett Co. - Water cap 1.77
Emerick Motor Supply - Parts 2.00
James H. Johnson Wages 118.50
J. D. Reaves Wages 30.00
Clyde Jarboe Wages 118.50
E. R. Jordan Wages ‘ 133.50
Howard Mountain Wages ) 135.00
Walter Johnson 1C¢0.00
School Tax gg.‘hé
Payroll Insurance .21
‘ 874.09
2% Sales Tax on Total Job 17.48
Balance

Balance
to date
$1,360.53

891.57 $2,252.10

$2,252.10
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JOHRSON DRILLING COMPANY

CHURN DRILL HOLE

FOR PERU MINING COMPANY

November 16 through Balance
November 30, 1952: Month to Date

o
0

11-17-~52 Fleming Bervice Station-Gas & 01l
11-17-52 H. L. Barnett Company~50 1lbs. Ranite
11-18-52 Groton's Ser. Station-Gas & oil
11-18-52 Merritt Mach. Shop-Bore out stem
11-19-52 Fleming Ber. Station-Gas
11-25-52 Dixie-Gas
11-18-52 Fleming Ser. Station-Gas
11-27-52 Fleming Serv. Station-Gas
11“21"‘52 H. L. Bmett CO.
11-25-52 Relieble Butane Store
11-28-52 Gas for Car
11-28-52 Gas for Car
11-30-52 E. R. Jordan'se Wages
11-30-52 Howard Mountain's Wages
11-30-52 Walter Johnson's Wages
11-30-52 Clyde Jaxrboe's Wages
11-30=52 James Johnson's Wages
11-30-52 J. D. Reaves's Wages

Less Sales Tax Chg's on

10=31«52 and 11-15-52

e e ® o o o »

. L] . .

83T BYURRLRPBRBRES

)

(023 2A)

538.76

53%%;{(2' 2,755.07

Amount Paid through 11-30«52 - ?9.00
1,855.07

2% Bales tax on totel job of $24,805.07 496.10
| ’ Ry

Pald November 29, 1952 2,351.17

Balance 00
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DEFENSE MINERALS EXPLORATION AIMINISTRATION Rty St
CONTRACT ADMINISTRATION AND AUDIT DIVISION "ﬂ‘UGgg g

AUDIT CERTIFICATE

I have examined the records and transactions of:

PERU MINING COMPANY

Po Qe B& 509

Si‘lver C}_f_;x, Now M_e_xico |

pertaining to Exploration Contract No. Idw=E=67, Docket No. IMA 371X, for
the period of July 18, 1951 to June 30, 1952.

My examination was made in accordance with generally accepted standards
applicehle in the circumstances.

The Audit disclosed the following facts in regard to amount to be paid
the Contractor:

Total Cost as Billed by Contractor $66,080.71

Exceptions (See Audit Report for)
(details )
During this Audit 2,104 .64
Total Accepted Cost s 53,976.07 -

The contract calls for a fifty per cent participation of exploration
expenses by the United States Govermment. Therefore, payment to the Con-
tractor by the Government, in the amount of Twenty=-Six Thousand nine hun=
dred eighty-eight Dollars and 04/100

- $26,988.04 =

is valid and proper.

This Certificate is issued on the provision that the Regional Executive
Officer, the Administrator, or other competent official has accepted or will
acoept the project as having otherwise met the terms of the contract.

Date: August 25, 1952

L Lt
nald T. Finch
Auditor, Region IV






Peru Mining Company
Exploration Project
Contract Idm=~E=-67
Doocket No. DMA 371X

I. INTRODWCTION

An Audit was jjgde om August 14, 1952 of Defense Minerals Exploration
Contract No. E-67, Peru Mining Company. The recards pertaining to the
contrect are in the mine office of the Peru Mining Company's Grant County
Mine. The mine is located in the §en:t:ral mining district, Grant County,
New Moxlco, near the town of Central, New Mexico. Central is approximately
12 miles from Silver City, New Mexico and approximately 660 miles froam
Denver, Colorado, The audit covered the period of July 18, 1861 through
June 30, 1952 of the contract that continuves until July 18, 1963. Work
on the project commenced on July 26, 186l Mr. E, D. Talbert, Assistant
Chief, Contract Administration and Audit Division, DMEA, and Mr. John H.
Soule, Mining Engineer, Buresu of Mines, collaborated and assited in the
eudite Mr. Joseph H. Taylor, Vice President and Mrs. Adah Fleming,
Asgistant Seoretary were present end consulted when necessary.

IX. EXTENT AND SCOFE OF AUDIT

Oporating Equipment, Purchased

All invoices and cancelled checks for equipment were examined and
cox_npa;'ed with the exhibit attached to ths Exploration Comtract.

All time cards for the month of June were checked, added and totals
compared with the MF~104 form. Labor charges for other months were
checked at random. Time cards are prepared daily by the ghift boss.

The payroll applicable to the project consists of atrackman, shovel
operator, osger, muoker, and wachine man at rates of pay authorized by

amendment No. 1 to the contract. A machine men is paid at the rate of





® N

6470 per foot of advance while aotually driving drift: This rate is
also authorized by emendment No. 1. It was determined by inspection of
the records, thaf man hours applicable to the project were approximately
317 of the Coﬁpany's total labor man hours.

Supervision (Including Geological)

Salaried personnel are paid from the Chicago offics of the company.
No records of these payments are maintained in tls mine office.

Charges for Supervision on the MF=104 forms submitted by the
company were in acoordance with Exhibit D of the contract as to rates
and percentages. If the salary rates shown qﬁ‘Exhibit D are correot,
approximately 21% of ths company's cost of Supervision is being charged
to the project. This 21% compares favorably with 31% supervision
based on labor=-man hours.

Supplics

The Mining Engineer reviewsd all charges to the project for
supplies for the period and determined that quantities and smounts were
reasonable and necessary for the operations. The company maintains a
modern stockkeeping system. Materials and supplies are withdrawn from
stock on orders to the Storekeeper. Items are priced out on an average
unit cost basis. No surcharge is added. "Supplies:=Other" includes
pipe and track which the operator will segregate and identify on future
MF=-104 forms submitted.

A random check was made of Stock Record Cards, invoices and
orders on the Storekeeper. This check involved the camputétion of

extensions, unit prices and the quentities of receipts.

Do






future MF-104 forms submitted. Charges far this item were in accordance
with the provisions Exhibit D of the Explaration Contract. See also
previous discussion of Supervision.

| I1I. FINDINGS

Equipmgnt Purchases

The purchase of 1 Jumbo at an approximate cost of $3800.00 and of
20 one~ton mine cars at an appoximate cost of §4000.00 is authorized
in Exhibit C of the Exploration Contract.

The Jumbo with power feed shell, cost, aocording toA Ingersoll Rend
Invoice No. 03-5518, dated Novenber 18, 1951, $4105.16. This item was
reported on the Operator's MF-104 for November 1951 as costing $3795.00
with the result the compeny did not olaim §310.15 of the cost of ths
complete Jumbo.

The 20 one=~ton mine cars cost, net of cash discounts, $5024.70,
acoording to Hirsh Brotle rs Machinery Company's invoices #18038,
dated 11-30=51 and $:18038A.

These items were reported on the Operator's MF=104 for December,
1951 as costing $4000.00 with the result the company did not olaim
$1024.70 of the net cost of the complete mine cars,

The total net cost of the foregoing items was nof included in the
company's MF~104 forms because of an interpretation of the exploration
contract prevalent at the timc ths equipment was purchased. This inter-
pretation was, thé’c the a.pproﬁmate costs of equipment purchased shown
on Exhibit C of the Exploration Contract were the maximum allowable

amounts which could be expended for such items.

-l





Rower

Exception is taken to overcharges included in the total to date on
the Company's Jume, 1952 :iF=104. Those overcharges amount to $2104.64
and their ocomputation is set forth on Schedule A attached to this reporte.
The emount of Power Charges shown on the Operator's MF-104 forms sub-
mitted prior to Jums, 1952 are based on an estimated cost of Power of
>$4.08 per foot of Advance as shown in Exhibit C of the Exploration Con-
tract. Power oharges for Jume, 1952 are based on a computed cost of
$4.03 per foot of Advance. The problem of determining an equitable
allocation of power costs to the project is complicated by the fact that
no test metors are maintained by the Operator. The Mining Engineor's
report dated July 17, 1952 includes data showing the rated Horse power
and hours of operation of equipment used for theprojeot. This data has
been converted to theoretical consumption of KiVHe PFrom this information
it is possible to determine the daily theéretioal KWH consumption appli=
cable to the project:

Applicable to Calendar Days im Month

Pumpingt Dally Theoretical Consumption, 698.3KVH

Applicable to sach day of Work on Project in Month

Air Comprossion (Pro=rata portion ) 244.1 XWH
Hoisting (Pro-rata Portion) 87.5 KWH
Ventilation | 115.6 KWE
Looomotive Battery Charging 29.8 KWH

Other: Lamp charging, Signals, Lights

and Shop (Pro=rata portion) 145. KWH
Total appliceble per day of operation 622, KWH
wGeo





The forsgoing method of determining X7l consumption is theoretical

but in ths absoncae of a better procedure, is ascaptable.

Costs of KWH consumed on the mject, should be ocomputed on the low=
ost applicable minimum ratc and not on tho averazc cost per Xii including
total Horsepower Demande |

A review of the power bills raceived by the company for April, 1961
through June, 1952, revenled that Motored Demond horse power had ot been
jnereased by the projoct. Becauss of this fact, no allowance for Domend
herse power charge has been inoluded in ths oomputations shown in Schedule
A. Tho total to date for powor shown on the June ¥E=104 should bo re-
duced from §5013,32 to {2008.68.

The project records maintained by the Peru Mininz Company ars in
vory good condition and ere adequate.

Ko further exceptioms are takem, the costs being reasonable, proper
and within the teims of the conbract and amondmonts.

IV. HECCYNEITATIONS
The Audit Certificate, prefocing this report, reflocts the amount

of the costs propariy chergeable to this projeot through June 30, 1952.
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SCHEDULE A

COMPUTATION OF EXCESS POWER CHARGES TO PROJECT
5 1051 THROUGH JUNE 30, 1952

FOR PERIOD ’

1951
August
Power Charge shown on MP-104
16053 EWH at 7 mills
17982 KWH at 8 mills
Total
New Mexico 2% Sales Tax
Total Allowable Power Cost
Excess Power Cost: Exception

September
Power Charge shown on MF-104

707 KiH at 7 mills .
32630 KWH at 8 mills
Total
New Mexico 2% Sales Tax
Total Allowable Power Cost
Excess Power Costs Exception

Ootober
Power Charges shown on MF=104
38599 KWH at 7 mills
New Mexico 2% Sales Tax
Total Allowable Power Cost
Excess Power Costs Exception

November
Power Charges shown on MF-104
37249 KWH at 7 mills
New Mexico 2% Seles Tax
Total Allowable Power Cost
Excess Powser Cost: Exception

December
Fower Charges shown on MF=104
37295 EWH at7mills
New Mexico 2% Sales Tax
Total Allowable Cost
Excess Power Costs Exoception

1952
January (Note rate Inoreass)
Power Charges shown on MP-104
39281 KWH at 8.05 mills
New Mexico 2% Sales Tax
Total Allowable Cost
Excess Power Cost: Bxception

$112.37

143,86

4.95
261.04

$256.28

5.12

265.99
532

270.19

5.40

26074

6.21

261.07

528
w

316.97
632
s

§ 348.80

261.36

399.84

271.81

648.72

276469
———————

612.00

265495

640.56

266 «29

591.60

 322.29

$ 87.45

128.53

873.18

346.06

374.27

269.31
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' - SCHEDULE A (ocontinued)

1952
Februar :
Power Charges shown on MP-104 $699.76
33943 KWH at 8.05 mills $273.24
New Mexico 2% Sales Tax . 5446 .
Totel Allowsble Power Cost ’ - 278470
Exosss Power Cost: Exception : $ 321.08

March
Power Charges shown on MF=104 O~
21647 KiWH at 8.05 mills 174.26
New Mexico Ssles Tax 2% 3.49
Total Allowable Power Cost 177.76
Allowable Power Costs not claimed ' ( 177.75 )

April
Power Charges shown on MF-104 .
26513 KWH at 8.05 mille 206.38
New Mexico 2% Sales Tax 4,11
Total Allowable Power Cost 20949
Allowable Power Costs not claimed = (17018 )

191‘,76‘

ower Charges whon on MF=~104 .
36643 KWH at 8.056 mills 294.98
New Mexico 2% Sales Tax - 5490
Total Allowable Power Costs 300.88 _

Allowable Power Costs Not Claimed ( 31.60 )

269.28

June
Fower Charges shown on MF-104 711.00
33989 KWH at 8.056 mills 273 461
Fow Mexico 2% Sales Tax 5447
Total Allowable Power Costs ' 279.08
Excess Power Cost: Exception : 431.92

Total Exoess Power Cost: Exceptions for

period of August 1, 1951 through June
30, 19562 | $2104.64

() equals red or contra figure.





Vo . B . OFFICIAL FILE COPY
b v Date Surname Code

MME ¢ ‘: ;
(10-533“\7 G| & 220
1e wﬁ? 500
22 ¥
JUN 12 1959
Memorandum
To: Mr, Donald T. Finch, OME Auditor

From: E. D, Talbert, Acting Chief  (Signed) E. D. Talbert
Contract Administration and Audit Division

Subjects Docket ‘0. NMEA-371 (lead=Zine)

Peru iining Company
Contract “b. Idm-EL7

Your Eevort of Royalty Review on the subject contract is
acceptable and distribution of the regional conles is muthorised.

YDTalbert/ama
June 12, 1959

Copy to: Docket e
Director's Reading File
CA & A Division
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. ‘ Docket copy

EXPLORATION PROJECT CONTRACT
: PERU MINING COMPANY
DOCKET KO. DMA-371

AMENDIENT NO. 7

It is sgreed this day of __J
1955, between the United 8“&2 % America, as
the Department of the Interior, Defense Minerals loration

Administration, hereinafter called the "Government,” and
Peru Mining Company, that Exploration Project Contrect Idm-

257 (Docket No. DMK-371), dated July 18, 1951, as amended,
%lnfm-thor amended, effestive as of Pebruary 1, 1954, as
ollowst

In_imendment Mo, &:

(a) 1n parsgreaph numbered 1, the completion per-
iod is further ext to December 18, 1956.

(b) In paregraph mumbdered 2, the period for
ourrent suspension is Lurther extended to cover the period
November 1, 1953, to November 1, 1955.

(¢) In paregraph numbered 3, the entire period
of suspension is further extended to sover the period from
January 29, 1953, to November 1, 1955.

(d) Paragreph & is deleted and & new parsgraph
4 is added, reading as follows:

Annex I, attached to and made a part of
Amendment Ho. 7 of the contrast, is substituted
for the provisions of Artiecle 15 of the con-
tract form.

(o) ?rovtss.m (¢) of paragraph 5 is deleted, and
a new provision 5(c) is added reading as follows:

The Cperator as principeal, if the Opera-
tor is the produser, ¢r as surety if the
Operator is not the producer, shall pay to
the Government the royalty on production pro-
vided for in the contraot, in the same manner
and smount, and for the same period, as if &





certification of discovery or development had
'buni egade :+ such certification dbeing hereby
waived.

This amendment shall nct be conatrued to in-
crease the estimated total sost of the project nor the
aggregate total amount which the Government may be re-
quired to contribute.

Executed in sextuplicate the day and year first
above written.

THE UNITED STATES OF AMERICA

PERU MINING COMPANY =
o .

Vice President

Attest:

WUZM

Assistant Secretany





BXPLORATION PROJECT CONTRACT .
PERU MINING COMPANY
DOCKET NO. DMA-371 BECrmyy

S Julr e
ANNEX 4 T

The following provisions are in lieu of Article
- Repayment by Operator.--a. Certification,--If the
Government conslders that a dlscovery or development from

which production may be made has resulted from the work, the
Government, at any time not later than six months after the
Operator has rendered the final report and final account, may
80 certify 1n writing to the Operator. Such certification
shall describe broadly or indicate the nature of the discovery
or development. ' ‘ ‘

b. Royalty on production.--The Operator, as prin-
cipal, 1f the Operator is the producer, or as_surety, if the
Operator 1s not the producer, shall pay to the Government a
royalty on all minerals mined or produced from the land,s as
follows: (1) regardless of any certification of discovery
or development, from the date of the contract until the lapse
of the time within which the Government may make such certi-
flcation, or until the total net amount contributed by the
Governmment without interest is fully repaid, whichever occurs
first; or (2) if the Government makes a certification of dis-
covery or development, for a period of ten year& from the date
of the contract, or until the total net amount contributed by
the Government without interest is fully repaild, whichever
occurs -first. '

¢c. Basis for computation.--The Govermment's royalty
shall be a percentage of the gross proceeds (including any
bonuses, premiums, allowances, or other benefits) from the
production sold, in the form sold (ore, concentrates, metal,
or equivalent), at the point of delivery (the f.o.b. point);
except, that charges of the buyer arising in the regular
course of business, and shown as deductions on the buyer's
settlement sheets, on account of the cost of. treatment proc-
esses performed by the buyer, sampling and assaylng to deter-
- mine the value of the production sold, and freight paild by
the buyer to a carrier (not the Operator), shall be allowed
as deductions in arriving at the "gross proceeds" as that téerm
1s used herein. Any costs of treatment processes, sampling
or assaying, or transportation, performed or paid by the

, pf‘zh‘ ﬁﬁn&”ﬁ@tszvmw g .
* The perfod seventmen yesrs” 4s substituted for the period
'” "u”1$@l3$mw. _ . : ,






. /. ) . N

Operator or by anyone other than the buyer, are not deduct-
ible in arriving at the "gross proceeds" as that term is here
used. The term "treatment processes," as here used, means
those processes (such as milling, concentrating, smelting,
refining, or equivalent) applied to the raw ore or other
production after it is extracted from the ground, to put it
into a commercially marketable form; excluding fabricating
or manufacturing. : .

: d. Unsold production.--If any productlon (ore,
concentrates, metal, or equivalent), after the lapse of six
months from the date the ore was extracted from the ground,
remains neither sold nor used by the Operator in integrated
manufacturing or fabricating operations (for instance, if

it is stockplled), the Government, at its option, as long as
it so remains, may require the computation and payment of

its royalty on the value of such production in the form (ore,
concentrates, metal, or equivalent) it is in when the Govern-
ment elects to require computation and payment. If any
production is used by the Operator in integrated manufactur-
ing or fabricating operations before the Government makes

i1ts election, the Govermnment's royalty on such production
shall be computed on the value thereof in the form in which
- and at the time when it is so used. "Value" as here used
means what is or would be gross income from mining operations
for percentage depletion purposes in Federal income tax deter-
mination, or the market value, whichever 1s greater.

e. Percentages of royalty.--The percentages of
the Government's royaity shall be as follows:

One and one-half (1) percent of amounts
("gross proceeds" or "value") not in excess of
eight dollars ($8.00) per ton of production in
the form in which sold, held, or used, plus
one-half (3) percent for each additional full

- fifty cents (gO.SO) by which such amounts exceed
eight dollars ($8.00) per ton, but not in excess.
of five (5) percent of such amounts. ' :

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

- (3%) percent.) ‘ :
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‘ '_’”ﬁ?IM'EIW PROJEC'T CONWERACT

PERU MINING COMPANY
DCCKET WO, DMA-371

© | ANENDMENT NO. 6
It 1: agroed this day of _ Janya 1955,
betwesn the United 3Jtstes of 2, acting .

Department of the Tatertior, Delense Mimersls mleuem

Ammtimx. herelinefter ocalled the "Govermnment,” and
that Exploration m:ut Contrant Tdm-EGT

m No. m»mi dated July 18, 1951, as , is
amended, a:fmun as of ?nruu-y 1, 1954, as ronmx

In Amendwent No. b1
1, the sompletion period

pm?a-wh numbered
m rm mly » 1981, fixed Amendment No. 5, is
er extended to 5 yocrs from July i3, 1951, or to July 18,

- (» th nmdered 2 t.tw pericd for current
suspension oz operntions, fixed t'unnt No. 5 at 12
wm.hs“ss from mwmr 1, 1958, s r extended %0 Jumse 1,

~ {e) In parsgraph nabered 3, the sntire periocd of
suspension, fixed by Amendment No. 5 as from Jamuary 1
to lwoubn" 1, 1954, is mm tosasme 1, 135%. %9, 1933,

In var mdered 5, the date Novenber 1
1953,71:»&27 Anenamet Ko 5 as the end of the period of
suspension of cperatim 1s replaced by the date June 1, 1955.

This amendment shall not be consirued to increase
the estimated total cost of the ngrojnt nor the aggregate
.cocn amount which the Goverrswnt may be required toaon’cribuh.

xxueutm m sextiplisate the and vear Tirst
above written, aay ¥

m mm STATES OF AMBRICA

mu MINING CM?&W

By Yo, £ /M/ﬂ/ " :xmmtm uun:m-tm S Al
vmpmzm._.m P Z,%j.;iﬁ’fﬁ/,

Assistant §ecretary i o ‘ W
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T PERU NINING COMPANY
'DOCKET NO. DWA-371

It is agreed this day of o,
between the United Stalies of Ameriea, acting through
&mmt: of the Interiqr, Defense Minerals Rxplors-
tuu Administration, hereinafter ¢alled the "Govermment,”
snd Peru Mining Company, th’li Xxplomation m et Contmt
Idm-B67 (Dockst No. m-s'{ dated July 18,
. amended, is furiher m. ‘affective as of Wov. i
o8 follows: =

1. mtpcr}.od for the cpmpletion of the work, ri:md
;wmexe.snumtmmm 1951, or to
J 13, 1955, is hereby extended to 5 years rx-cu
Jml.xgn,ortom 9, 1956,

: 2. The period for the swapension of mntim. fixed
by Amsndment No. 5 to somtinue to Wev. 1, 1954, is honby
sxtendad %0 Jum 1. 1955.

mumtmamucmtmwm
the estimated total coat of the gro:nt nor the aggregate
u%ﬁ.mtmmmm uarbtmqu.mw
eon ute.

Mufstd in mt\wuuu the m nml year first
ubovo mcm, -

™ m STATES OF AMERICA

PERU MINING COMPANY ASdnistrator, Defense
T , - Mnersls Exploration
Adminigtration

A ) B . ¥ AR
. . " ’ N ) . BEERSE
. . . : : . . N
C— - Soyaar
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EZPLORAT ION PROJECT CONT:ACT
PERU A N3 COMPARY
DOCKET Ko DilAm371

AENDIFNT M0. §

It ic roreed ¢ i 19th day of Ma _
1951, batween (lic Tnited Stateuof BwTea, sotify Throich The Tevart
ment of ths Interior, Defense VWiperals Explorstion Adwinistration,
hereinsfter celled ths "Government,® sud Peru Mining Company, thet
Exploratlien Project Contraet IaB67 (Docket Koo DidAe371), dated
July 18, 1951, us amnded, is further smsnded, offective February 1,
1911, as followss .

Tn Asendment Noe L

1e  In parsgraph mmbersd 1, delete "l years" anxd substitute
‘l% y‘m." '

2, In paregraph mmbered 2, delete the words "for 6 mouths
from November 1, 1953 ar to May 1, 195" and substitute "until Hoverber 1,

1954, *

3. In naragreph nmubered 3, delobe the dabe "imy 1, 195,"
and mibstitute the date "Hoverber 1, 195L."

Lis In parsgraph mmbered 5, delste the date "vay 1, 1954"

sand substitute tho dabe "Jovember 1, 1954,

This argndment shall not be construed to incresse the
estlnated total cost of the project nor the agiregate total amount
which the Soverszent may be required te contribute.

Executod in sextuplicate the day and year first above
writton, :

TIE USIPRD STATES (F AWRICA

PERU MINDNG COLORY
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L wonU PINING COMPARY
CPLOREIION PROGJECT CONTRACT
A—' :‘:v }{5-1‘ }:‘: » ‘E‘LH - 3 (l

ANSNOMANT KO. 4
Febmr&h“:"’ srecment, Em rod into thie st way of
i;) between the Unifed States of
Americ , actin g arouch the Departrsent of the Intsrior,
Jefernse Minopole Dxploration Administratlion, ncrelnafter
Lbliﬁd the 'Jaa@znment,' ene reru Mining Cowpany, hnerein-
aiter calivd vho 'Operstor,” is an an leridment of nxploration
frogect Cantr?ct Tém-: =67, Locket No. ULF-j{L, Jats; July Ju,
151, a8 smended, anu alrhabaa;ﬂ THAT

JH;Q “b, the antraut, as heretofore ameuded,
poquires the porator to bring tne project to carpletion
witnin 3% J,dr‘ from July 18, 1vb¢, the date of the contrdct,
and authorizey recess of the project work during ik. perlod
July ;w. $;)39 ¢3 Novemuer 1, 1353; and

.uuuug,é, the Cperator <ld not resume WOrk pursuant
t.o the requirenents o0 the contrest on Novemper 1, 13D, nor
therzaiter;  and the work now 1s and remains ln suspznsion,
and the Jperatour represents that it will not or cannat we
resuned and prosaecuted L2 completion within the perioc
limited by the contract; and

AlLHC 5, under the provisions af the contrach,
tne goveroment i¢ unaple o make any czrtification of alse
Jovery or cevel @p“znt except "upon the completion oz tae
ﬁxplvratian proieet or terminatlon of the coatract’; and
the Govermnzntg L& uﬁwiliinf to waiv» 1ts inchoat2 percentage

royaliy;

CFORk, zw I5 AGREZG RS FOLLOWS:

.y § i”r*
vk .«1

1. The pazisa fixec for the ﬂompletion of the aorlt
is increased Drov Sy .g2&Ps ©0 4 years Crom July lo, 1ol
thne date ox tn@'QeﬂbraL“.

Y. The curpont suspengion of operations Leglnning
November 1, 1953, 1s approvea py the Government and
authorized to,*gnuinUe for ¢ montns Irom LOJemuer i1, 1223,
or to Ay l, 1)54.'





3. ‘No zosts incurred by the Operator during the entire
period of sugpension, from Jan. 29, 1553, to May 1, 1954,
are allowabile as costs for concucicution by the Government;
and the Operdator, at its own cost and expense, without con-
tribution by the Government, shall do all things necessary
and proper {2 preserve the work and any property in which
the Government may have an interest. Ko eguipment to the
sost of which the (Qovernment has contributed and in which
1t has an interest shall be used by the Uperator without
the advance written spproval of the Jovernment, except to.
the extent necessary for the preservation of the work.

4. (a) That part of Article 14 of tac contract which
precedes the '¢colon 1s amended to read as follows:

"Fhe Operator, rezardless of any zertifi-
cation of dlscovery or development, and regardless
of whether the Operator is the producer or has
any interest in the land, shall pay to the Govern-
ment & royalty on a2ll minerals mined or produced
from the land described in the contract within 15
years from the date of the contract, or until the
total amcunt contributed by the Government, with-
sut intersst, 1s fully repald, whichever occurs
first. .Said royalty shall ue & percentage of
the net smelter returng, the net concentrator

‘returns; or other net amounts reallized from the
sale or other disposition of any such production
(including any bonuses, premiums, allowances, or
other bencfits), in whatever form disposed of,
in:luding ore, concentrates, or metal, as follows™:

(b) The werds "lU-year period in the penultimate
sentence of firticle 14 are changed to read "15-year period.”

5. If the work i1s not resumed on or Lefore May 1,
1954, in the manner required to uring the project to com-
piletion within the time fixed by the contract, {(2) all
obligation of the Government to contribute to costs not
then aceruea unéay the provisions of the contract shall
terminate, (b) the Operator shall promptly liquidate and
account to the Government for 1ts Interest in any property
to the purchase price of which it has contributed, but

Py





() the uovernm@nt s ri?ht to receive and the Operator‘a
obligation ¢ pay a peruentage royalty on produ tion ghalil
be and are prcuer\ed : ,

IN WITHLSS WHEREQR, those parties have executed
this agreement in sextupliuate as of the day and year first
atove written. 

Tz UNITED STATES OF AMGRICA

By é? %M%
nistrator, Defense

Minerals Lxploration
Administration

PLRU MIKNING COMPANY

Vice President
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"EXPLORATION PROJECT CONTRACT
PERU MINING COMPANY
DOCKET NO. DMA-371

-~ AMENDMENT NO, 3

It is agreed this th day of J
1953, between ithe United States of America, mﬁ% m
the Department of the Interior, Defense Minerals Exploration
Administration, and Peru Mining Company, each acting in con-
sidemtion of the sgresment of the other to the terwms herein-
after set forth, that Exploration Project Contraet Iam-E6T,
Docket No. DMA-371, dated July 18, 1951, as amended, betweon
the parties hereto, be further modified and amended as of
said date as follows:

1, 1In Article 3 of the contract form, the
words "2 years” are changed to read "3% years.”

2. Wherever they sppear in Article 14 of
the contract form, the words "ten (10) years"
are hereby changed to "twelve (12) years."

3. During the period July 18, 1953 to
November 1, 1953, the project work may be re-
cessed upon the Operator's written request
provided there is no obligation on the part
of the Government for any costs incurred by
the Operstor during the actual period of recess.

This amendment shall not be construed to lncrease
the estimated total cost of the project nor the aggregate
g:itgl“mmt which the Goverimaent msy be required to con-

u . )

Executed in sextuplicate the day and year firat
above written. ,4

THE UNITED STATES OF AMERICA

b A L
strator, ense Minerals
P j“ Exploration Aaministration

Attest: MRU MINING COMPANY

= Assistant 3?55.6‘“‘“? . By ZM‘,# 7%%7/
k S | )M:e President =
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UNITED STATES OF AMERICA Idm-E67 »

DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS ADMINISTRATION

EXPLORATION PROJECT CONTRACT!
It is agreed this -.-..-J-_.@.@h___- day of - July , 195_:_L_, between the United States of America, acting
through the Department of the Interior, Defense Minerals Administration, hereinafter called the “Government,” and* ...............

PRy T T :
# oy

(AT

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 si}:uated in the Sgate of
Ve mmeTas s . P e
LTI s R vl County of el e described as follows: * 2%ty misding
G T S LSl e NRANGE gyl o8 T melean e oeddoebead

with respect to which the Operator represents and undertakes: *

(a) 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:
P .

R

(b) *THat M smrreesEe T ossession i nthentitiodstor Povsessiofh aift chessttvordirativn: agreetfient oE the 1cssoneiatarhome

3. Exploration project. The Operator, within 7 days from the date of this contract shall commence
work on a project of exploration for® __fig;;;@&_ clan,. oo ; 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 ¢ i eedaiilll from the date
fully described on Exhibit “A” attached hereto,

of this contract. The exploration project and the work to be performed are more
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 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 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. Attached 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 cntribute 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.

4 Strike out the provision not applicable.

6 Name of mineral. .

¢ Not in excess of 2 years. 16—64066-1
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7.. Title to and disposition o@pe'rty. All facilities, buildings, fixtures, equ¥ent, or other items costing more-than $50
each, paid for or purchased with s contributed jointly by the Operator and the Government, shall belong to the Opefator and
the Government jointly, in proportion to their respective contributions, and upon the termination of the contract, 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 sy)porting data acceptable to the Government. After approving the voucher, the Government shall pay to the

Operator __._______ 7. __ 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 § ke g , which is ___#* _______ percent of the agreed estimated total

cost of this project, $..._ =¥l ' :

12, Accounts and audits, The Operator shall keep suitable records and accounts of operations, which the Government may
inspect and audit at any time, The Government may at any time require an audit of the Operator’s records and accounts by a
. certified public accountant, the cost thereof to be treated as a cost of the project. The Operator shall keep and preserve said

records and accounts for at least 3 years after the completion of the project or the termination of this contract.

18. 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 deseribing 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 shall 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 net 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
construed as imposing any obligation on the Operator or his successor in interest to produce ore from any such discovery or
development. :

15. No asstgnment of contract. 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: (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 con-
tract; or (c¢) 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 account 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.

en.
THE UNITED S






APPENDIX I
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' | UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF MINES

.

' REGION IV
OFFICE OF 224 NEW CUSTOMHOUSE

REGIONAL DIRECTOR DENVER 2, COLORADO

February 23, 1951
Memorandum
To: Charles Anderson, USGS
P. T. Allsman (2)
From: Field Team, DMA, Region IV

Subject: Docket DMA 371, Peru Mining Company, Central Mining
District, Grant County, New Mexico

~

We are attaching the loan application of the Peru Mining
Company, Docket DMA 371l. You will note that the Lead-Zinc Branch
recommends that the ore reserves be thoroughly investigated,
particularly with regard to the geological environment. You will
also note that the project should be considered, first, as one that
might fit into the grant-for-exploration program, and secondly,
into the devebpment and plant expansion programe If you have any
other suggestions, please submit them in your report.

This brochure (copy of Lead-Zinc Branch memorandum of

February 12, with report from Peru Mining Company) is being forwarded
to Mr. Anderson, who will make it available to Mr. Storms promptlye.

A 9
’/J./ﬁ. East, dJr. /// |

&?ﬁjéﬁ/é%2¢ﬁﬁgz%%%%%4%&7

A. He Koschmann

Attachment

Copies to = Allsman (2)
' Koschmann ‘
DMA files
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Lg DEPARTMENT OF THE INTEQR ‘Budget Burean No. 42-R1035.

Approval expires 6-30-51.

-

H
Forni’MF-103
(April 1951)

. . DEFENSE MINERALS ADMINISTRATION
- APPLICATION FOR AID FOR AN ‘ DO TOT Yy T T Mo
EXPLORATION PROJECT PURSUANT TO Docket No. ..._... il - .‘3/’ 7/ X
MINERAL ORDER 5, UNDER | Date received 6; 195/
DEFENSE PRODUCTION ACT OF 1950 Participation
r o
PERU MINING COMPANY
BOX 309
SIIVER CITY, NEW MEXICO
. | oy
. applicant
(:lr‘ﬁw - p@un *1 V\\V\Q Date June 7, 1951
’ FILL IN THIS BLOCK
Date of application Estimated cost ~....322‘5,-000-00
Mineral or metal : Zinc Ore | Percentage of Government participation 50%

Grant_County, New Mexico

~

Date of filing MF-100 June 7, 1951 DMA Docket Number, if available 371 x
A INSTRUCTIONS

Read Mineral Order 5, Regulations Governing Government if you cannot answer it, so state on the form. Where the
Aid in Defense Projects, before completing this application. space provided for answer is insufficient, answer on a separate
Submit four signed copies of the application to Defense Min- sheet, annex it to the application form, and refer to it in-space
erals Administration, Department of the Interior, Washington for answer. If the application is approved, you will be pre-
25, D. C., or to the nearest field executive officer thereof, with . sented with an exploration project contract on Form MF-200,
your name and address on each sheet of the application and for your signature.

all accompanying papers. If any question is inapplicable, or

THE APPLICANT

*1. Is applicant an individual, partnership, or corporation?
*2, If a partnership, state names and addresses of partners.
*3, If a corporation, state names and addresses of officers, directors, and five largest stockholders.
*4, Describe the mining and general business experience of (a) the applicant, and (b) the person or persons who will:-manage the
project.
*5. Are you the owner or the lessee of the property?
6. If owner, state what claims, liens, or encumbrances, if any, are against the property. None
7. If lessee, attach a copy of the lease and state if it is in good standing.

NOTE.—It will be necessary to procure and attach to the exploration project contract agreements of claimants, lienors, en-
cumbrances and lessors subordinating their interests in the property to the interest of the Government under the
contract.

8. Furnish current financial statement, showing assets and liabilities, and a profit and loss statement. See Annual Report

9. How much money is applicant prepared to invest in proposed project? Is it sufficient to pay your part of the cost of the
project as detailed in question 23 of this application form, in accordance with the regulations on Government participation

(Section 9 of Mineral Order 5)? $112,500 This is sufficient to pay our part

*If you have already answered these questions on MF-100, you are not required to answer the questions for this application. 16—64067-1
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4 3
THE PROPERTY . . - : : ) '

10. (a) Give a description of the real property that will be in any way involved in the exploration project, inclu;iing any existing

mine or operating property. . LR
(b) Give the legal description of the exact parcel, plot, or area upon which the exploration i to be conducted. ’ o

NOTE.—If both areas are the same, so state. The only obligation to repay the Government is from the net earnings from
any commercial discovery made in the area specified in (b) above in which the exploration is to be conducted,
and the expenditure of funds which may be charged as costs of the project must be limited to that area or to
work necessary to perform the exploration in that area.

*11. State the present and former names of the property, if any.
*12. State, in detail, the location of the property with reference to towns, railroads, roads, shipping points, including distances

and directions and kinds and conditions of roads.

*13, State source and quantity of water available for operations and its sufficiency at all seasons.

State amount of power to be used, rate per hour or other cost, and source.

*14, Describe any existing useable facilities, equipment, buildings, or structure now on the property that will be devoted to the

exploration work.

15. State in detail how the ore could be shipped and how and where milled.
*16. History:

(a) Give a statement, as complete as possible, of previous exploration, development, operation, and production of property,
with reasons for any past suspensions of operations.

(b) State briefly the known history and production of adjoining and neighboring properties. i

(¢) Furnish any available (private) reports that may apply to this application, including results of mine examinations,
recommended exploration and development, and metallurgical investigations.

*17. Production:

(@) If mine.s in production, furnish the following information:

Grade or Net value
Tons per day analysis Cost per ton per ton
(1) Mining
(2) Milling
(3) Shipped
or sold

*18. Ore or mineral reserves! (If property is or has been operating.)

19.

20.
21.

22.

23.

24.

tained in this form and accompanying papers is correct and complete to the b

PERU_MINING COMPANY

(a) Describe the ore or mineral deposits briefly.
(b) Submit available maps and assay data.
(¢) Give estimated tonnage and grade of each class of ore reserves.
State any conditions or circumstances regarding the property not sufficiently brought out by the foregoing questions.
See Report )
. THE EXPLORATION

For what mineral or minerals and for what types of deposits and ores will‘the exploration be conducted? Zinc Ore
Describe briefly, but concisely, the proposed work and the estimated time required to complete it. See Report. 21 Months

NOTE.—The Government will not participate in a project that will require more than 2 years to complete.

Furnish statement of the geological basis of the project with particular emphasis on factors leading the operator to expect the
finding of commercial ore bodies. This statement should be accompanied by supporting maps such as geological maps, maps
of the proposed openings and assay maps, sample lists, and other pertinent data. See Report

THE REQUIREMENTS AND COSTS - See Report

Tabulate in the form of an itemized statement with a sum for each item the estimated requirements and costs of the project so
that the total will give the estimated cost of the project in which the Government will participate, as follows:

(a) Labor, by numbers and classes (miners, muckers, millmen, etc.), with wages of each.

(b) Supervisors, by numbers and positions, with salaries of each.

(¢) Cost of necessary repairs to existing facilities, structures, and buildings.

(d) Cost of necessary installation or construction of additional facilities, structures, and buildings.

(e) Cost of iﬁems of equipment, not now owned by the applicant which must be purchased for operations at a cost of $50 or
more each, :

(f) Cost of rental for equipment which the operator proposes to rent.

(9) Rental value of items of equipment which the operator now owns and which will be devoted to the work.
(k) Cost of materials and supplies, including items of equipment costing less than $50 each.

(7)) Cost of power, water, utilities, and any other items not provided for above.

Furnish a time schedule of the project, stated in terms of months after project is approved, showing progress expected to be
accomplished and the money expected to be spent.

CERTIFICATION
The undersigned company, and the official executing this certification on its behalf, hereby certify that the information con-

of their knowl{(gg;e_g_x_;d belief.

L LYt L CAE]

/i

(Name of company) (Signature of au zed-ofﬁcial)
June 7, 1951 /. Vice President
(Date) (Title)

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

*Same as footnote on page 1. 16—64067-1 U. S. GOVERNMENT PRINTING OFFICE
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‘,.'.10,. ae The property involved in the expleration is thé Grant County Mine,

including the following claims.

b. The legal deécription is the same.

Patented Claims Survéy Number Distriet Seetion Township Range Acres
Clifford 1727 17 22 17 S 12W 20,205
Traders 1728 17 22 17 8 12W  15.66
Beryl - 1994 17 22-23 17 S . 12w 17.291
Ruby 1995 17 22-23 17 s 120 20,661
Las Cruces 1995 17 2 178 1 16.575
Edmondson 1995 1w 2 175 1l 15.658
Lenore 1995 17 22-23 17 s 12w 18,746
Peacock 1995 17 22-23 17 8 120 10.949
Florsnce J. 199h 17 23 17 12w 5.023
La Patrona ‘ 1995 , 17 22-23 17 S 120 20,661

Unpatented Claims
John . 17 22 17 s 12W 10,060
Dan ' 17 22 17 8 120 4,170
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FM;Tcﬁ‘fgs‘{’f’“ - . DEPARTMENT OF THE INTERWPR Eudgor Baveas No. €2-R1026.
C DEFENSE MINERALS ADMINISTRATION

-

’ GENERAL TECHNICAL DATA NOT TO BE FI%D IN BY APPLICANT
FOR USE UNDER THE Docket No, _---4&/%_/%--.--3-.7[-__}(._.--
DEFENSE PRODUCTION ACT OF 1950 Date received // /V / </
[ pERU MINING COMPANY R W M M%&///@@
AND

NEW MEXICO CONSOLIDATED MINING COMPANY
(a totally owned subsidiary)
Box 309, Silver City, New Mexico 4 Nome and
L d applicant

Date ..__June 7, 1951

INSTRUCTIONS
This form is to be filed with Defensé Minerals Adminis- ernment assistance that might arise under the Act. Sub-
tration, Department of the Interior, Washington 25, D. C. mit four (4) signed copies of the form and accompanying
It should be accompanied by appropriate application form papers. Name and address should be stamped or typed
when a specific type of Government assistance is requested, on each sheet of this form and all accompanying papers.
in the form of (1) loan, (2) purchase contract, (3) Gov- When a question is inapplicable it should be so stated on
ernment guarantee of a private loan, (4)XKEe¥EeX¥%- the form. Additional sheets may be attached in answering

XS RSN X BE XK M S 0T X I X X O X - any questions or in supplying additional information. (IF
yaonRaonmarel nexat Rexarnox Ot 1805 XX pri- YOU CANNOT ANSWER A QUESTION, SO STATE.)

orities or allocation of mining equipment, and maintenance, If a question is answered elsewhere indicate where an-
repair and operating supplies, and %&) other forms of Gov- swered. It is not necessary to answer it again.
5 GENERAL TECHNICAL DATA

Supply the following information on separate sheets, arranged, numbered, and lettered as indicated:

Materials produced:
(@) What are the chief mine, mill, or smelter products?
(b) What are thesbyproducts, if any? .. :
2. Nam.e(s) and type(s) of mine(s), mill(s), smelter(s), refinery (ies), plt(s), quarry (ies), drilling operation(s). Include old
names of property, if any. Show extent of workings, including the followmg
< (a) Linear feet of shafts. * ° ol
(b) Linear feet of drifts and crosscuts.
(¢) Linear feet of tunnels or adits. .-
(d) Lineay 1 feet of other mine openings (explam briefly).
Indicate whether mipe is flooded or not. Descrlbe any pumping problems Give size or productive capacity.
For each operation listed above- supply the Yollowing:
‘(a) Distance and direction from nearest town and shipping point,
(b) ‘Mining district. - ° - .
(¢) Township, Section, Range.
(d) County, State..
(a) State whether or not property is now’ m operation, and if in operation, by whom operated,
(b) Are you operating this property as:
O Owner.
[ Lessee.
{0 Contractor.
5. Number of years in production
If not in production or operation, estimated date when production will begin ___
6. Experience of operators:
Descr: 1tlge the mining and general business experience of (a) the applicant, and () the person or persons who manage the
projec
7. History:
(a) Give a statement, as complete as possible, of previous exploration, development, operation, and production of property,
with reasons for suspension of operation.
(b) State briefly the known history and production of adjoining and neighboring properties.

(¢) Furnish any available (private) reports that may apply to this application, including results of mine examinations,
recommended exploration and development, and metallurgical investigations.

.

8

4

16—63782-1
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. Addendum to MF-100, page 1

—iw

Peru Mining Company _

And New Mexico Consolidated Mining Company
A totally owned subsidiary '

Box 309, Silver City, New Mexico

GENERAL TECHNICAL DATA

1, Materials produced:

A, Mines produce zinc ore with small amount of lead and silver,
Mill praduces zine concentrate,

Bs By products; Copper, Silver, Lead concentrate
2, Peru Mining Company - Pewabic Mine

Underground Mining,

a, Shaft: 500 feet deep

bs Drifts and crosscuts: 16,300 feet

¢, Adit: 1,480 feet

d, Raises: 3,000 feet
Mine is in operation producing 400 tons of ore per day of two shifts. The
amount of wéter‘being pumped is not over 25 gallons per minute. This mine
was shut down from May 1949 to October 1950 because the better ore is now
exhausted. Produdtion to date: 1,660,935 tons of 8¢67% Zinc Ore,
Peru Mining Company ~ Grant County Mine
Underground mining from adit

a. Shafts below and above adit: 480 feet

b. Drifts and crosscuts: 2,260 feet

¢o Adit: 2,530 feet |

de Raises: 300 feet
The mine is not ihvoéeration but there is no water to pump., The mine as is
has a capacity to prddﬁce 100 tons per day of two shifis but development in
depth might increase this to 400 tons per day. Production to date: 59,495 tons

of 9euh? Zinc ore.





. . Kddendum to MF-100, page _ 2
Peru Mining Company
Box 309, Silver City, New Mexico
Peru Mining Company ~‘Philadelphia Mine
Formerly United States Copper Company -
a, One shaft 700 feet; another 500 feet
b, Drifts: 2,&60 feet
Peru Mining Company ~ Glifford
as Shaft: 190 feet

be Drifts: 220 feet

New Mexico Consolidated Mining Company ~ Kearney Mine

a, Shafts: No. 1 625 feet; No; 2 375 feet |

be Drifts and crosscuts: 10,800 feet

¢, Adits: None>'.

d, Raises: 1,500 feet
Mine in operation prqdﬁcing 400 tons of zinc ore per day of two shifts.
Water being pumped is less than 50 gallons per minute, This mine was shut
down from June 1949 to March 1950 bécause of low price of zine, Total
production 501,812 tons of 7.91% zinc ore.
New Mexico Consolidated Mining Company ~ Copper Flat Mine

ae Shaft: No, 2 300 feet; No., 4 500 feet

b, Drifts: 500 feet
Mine is flooded at AOO.levél and is not in operation but there is ore left in
mine. The mine has préduéed 183,337 tons of ore 6.73% zinc.
Peru Mining Company Miil at Peruhill, four miles nerthwest of Deming, is a
differential flotation concentrator having a capacity of 1000 tons 6f ore
per day. .
3, a. The above mines are within a radius of one half to two miles of

Hanover, a Santa Fe shipping point.

L\\
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. Addendum to MF-100, page 3 _

Peru Mining Company .
Box 309, Silver City, New Mexico

ke

5e

7.

b.
Ce
d.

Qe

b.

Central Mining District

Sections 15 - 19 = 21 - 22 and 27, Township 17 South Range 12 West

Grant County, New Mexico

Peru Mining Company operates Pewabic Mine now. New Mexico Consolidated
Mining Company operates Kearney Mine now., Grant County Mine, Philadelphia
Mine, Clifford Shaft and Copper Flat Mine are not opewating.

All are owned except a fractional claim, the Imperial Nos 2, a part of

Kearney Mine under lease,

Peru Mining Company has operated Pewabic Mine from 1927 to the present.

New Mexico Consolidated Mining Company started development of Kearney Mine dur-

ing 1941 and has operated most of the time to date.

Other mines are not in production,

Qe

Qe

The Illinois Zinc Company, ewner of Peru Mining Company, has operated
mines, mills, smélters and rolling mills since 1870, Peru Mining Company
has been going since 1927,

Jos. H, Taylor, Vice President and General Manager, has had more than
forty years experience mining, milling and smelting of nonferrous metals.
Our organizatién-sﬁarted exploration and development of Pewabic Mine dur-
ing 1927 and the property was purchased in July 1959. It has been in
operation since that time excepf for periods when the economic conditions
did not justify pfoductioﬁ of zinc concerntrates,

Grant County mine wés in production for periods when eccnomic conditions
justified the production. Dﬁring 1941 we obtained by lease and oprtion
the property of United States Gopper Company adjoinihg Pewabic Mine, This
was explored, developed énd operated as part of Pewabic Mine., Also we

obtained during 1941, by lease and option, the Kearney Claim and explored
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. Addendum to MF-100, page L

Peru Mining Company . '
Box 309, Silver City, New Mexico

8.

9e
10.

and develoﬁed the Kearney Mine. We also obtained by lease the
Imperial No, é Claim which hés been developed and operated as part of
Kearney Mine, The Coéper Flat property was also developed and operated
for several jeérs but is not now in production.

be There are several other mining operations in the district. The New
Jersey Zinc Company joins us on the West and has operated for many
years. Kennecott Copper Corporation has developed two zinc mines to
the West_and‘South of our property. ‘Farther to the South but not
joining us are mines of the United States Smelting, Refining and Mining
Company and American Smelting and Refining Company, both in.operation.
We are producing more tons of ore than any other zinc producer in.the
State, |

Names and addresées of Officers:

James A. Hill, 630 Fifth Avenue, New York 20, President

Joseph H, Taylor, Box 309, Silver City, N. M,, Vice President and. General Manager

L. R. Berkey, 2959 West 47th Sﬁ., Chicago 32,JIll., Secretary and Treasurer
Howard Mellor, 630 Fifth Avenue, New York 20, -
Assistant Secretary and Assistant Treasurer.
Ivan L. Johnson, Box 309, Silver City, N. M,, Assistant Secretary
M. B. Dotts, 2959 West 47th St., Chicago 32, Ill.,
Assistant Secretary and Assistant Treasurer
Capital Stock Issues: See Annual Report

Production:

P\ Qlf,",j"i‘

l. Quantity of product mined: . 1948 1949 1950 Average
Kearney Mine 75,778 51,779 110,753 11,000

Pewabic Mine 23,086 28,804 14,400 10,000

Total 98,86 80,583 125,193 21,000
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_ Addendun to MF-100, page 5

Peru Mining Company -
Box 309, Silver Clty, New Mexico

11.

12.

13.

15.

16,

17.

18,

2, Quantity éf prodﬁct processed:
1948 1949
Short tons zine ore 119,799 89,89
3. Quantity and grade of product sold:
Short tons 56% zinc concentrate 13,795 12,416
‘35% lead concentrate 1,180 643
No change contemplated

Ore or Mineral Reserves:

1950
126,447

16,088
290

Present
Average
Month

29,000

3,600
100

a. The ore deposits are replacement of limestone beds along fractures

and ore adjacent to igneous intrusions.

b, 1. Aséays given above indicate past production; however, future

production will be of a lower grade,

2. Kearney: Proved ore 40,000 tons, probable ore 120,000 tons.

Metal content of proved ore 6 to 7%; probable ore 5 to 7%.

Peﬁabic: Proved ore 25,000 tons, probable ore 75,000 tons,

Metal content of proved ore 6%; probable ore 5 to 6%.

Useable roads to shipping point and residence points.

Water Supply adequate but not in over supply at mines, abundant at mill.

Power: Mine - 265,000 KWH per month, 1200 KW demand
Community Public Service Company
Mill - 530,000 KWH per month, 900 KW demand
Public Serv1ce Company of New Mexico

Labor: Miners: 68  Muckers: 46 Others: 104

Mill men: 35

Usual equipment and facilities for production of 400 tons per day at each

mine, and treating 1000 tons of ore per day at mill.

No unusval conditions.





- "
e (g,) If ‘deposit is other t}ia;m’er: T ‘

(1) Submit assay plans and/or sections showing location and size of proved (measured) and probable
.t (indicated) ore or mineral reserve. :

(2) State the tonnage (indicate type ‘of ton) and grade of each class of ore reserve, as above, and show how
computed. Tabulated total ore reserve as follows:

TOTAL ORE OR MINERAL RESERVES

. METAL OR
MINERAL RECOVERABLE ESTIMATED CoST
ORE OR MINERAL RESERVE Esg‘l)w};gml) CONTENT leggi ¥A§UE UNIT VALUE OF PRODUCTION
PER ToN o PER ToN PER TON
(Grade)
(a) (b) (¢) (d) (e)

Measured (proved)

Indicated (probable)

(¢) If placer:
(1) Give estimated total yardage and average marketable mineral content of each deposit.

(2) Submit map showing location of placer deposit and surrounding area, with all test holes or pits. Submit
logs of each hole and test pit with depth and average value of each.

'(8) Describe gravel, stating whether fine, medium or coarse; loose, tight, cemented, or frozen, and whether it
contains stumps or boulders more than 1 foot in diameter; if so, how large, and in what proportion.

(4) Describe bedrock, giving type (granite, sandstone, shale, etc.) and state whether it is hard or soft, smooth,
uneven or rough.

(5) Describe overburden, stating whether loose, tight, or cemented ; fine or coarse textured; furnish estimate of
average thickness and total amount.

(6) Tabulate the reserves using the form outlined above for ore or mineral reserves.

18. Access Roads:

Give road distances to shipping, supply and residence points, stating kind and condition of roads.

14. Water Supply:

State source and quantity of water available for operations and whether sufficient for all seasons of year.

15. Power:
State amount of power used, rate per hour, and source thereof.

16. Labor:

State number and classes (miners, muckers, millmen, ete.) of men employed during a recent representative payroll period.
17. Equipment and Facilities:

Describe present equipment on the property, including buildings. (State condition.) List major pieces of equipment
now owned or controlled and in serviceable condition available for this operation.

18. Are there any particular conditions or circumstances affecting your operations that are not described above? If so, explain.
CERTIFICATION

The undersigned company, and the official executing this certification on its behalf, hereby certify that the information con-
tained in this form and accompanying papers is correct and complete to the best of their knowledge and belief.

PERU MINING COMPANY AND %7 LT /47,
NEW_MEXIGO. GONSOLIDATED. MINING. COMPANY By e S adAlar
{Name of company) (Signature gf- #uthorized official)
June. .7, 1951 Vice President
(Date) (Title)

Title 18, U. S. Code (Crimes), Section 1001, makes it a criminal offense to make a willfully false statement or representation
to any department or agency of the United States as to any matter within its jurisdiction.
U. S. GOVERNMENT PRINTING OFFICE 16—63792-1





Dear Doctor Boyds

| ‘ Y e/
. - . ; NEW YORK
[} . ¥ ¢ |
PERU MINING COMPANY

630 FIFTH AVENUE

NEW YORKZ20
Telephone

Circle 7-0874 ,

January 8, 1951

Dr. James Boyd, Administrator

" Defense Minerals Administration

Department of the Interior
Washington, D. C.

Re: GRANT COUNTY MINE PROJECT

During ocur recent teléphone conversation we discussed the
matter of increasing our production of zinc over a period
of years and in that connection we desire to bring to your

attention our Grant County Mine.

Gur Mr. Joseph H. Taylor, Vice President, at my request,

'zpreparea a report on this mine, particularly concerning

the development work which was then being considered and
with which we have since gone forward. Attached is Mr.
Taylor's report containing the followings:
1. Letter from Mr. Jos. H. Taylor, Vice President,
dated August 14, 1950.

2. Letter from Mr. Jos. H. Taylor, Vice President,
dated December 27, 1950.

3. Letter from Dr. Harrison Schmitt, Mining
Geologist, Silver City, New Mexico, dated

4. Dr. Harrison Schmitt's report dated August 8,

5. Various maps descriptive of the Grant County |
Mine Project.





! ' > . PERU MINING COMI;ANY . N
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o Dr. James Boyd, Administrator °+= January 8, 1951 N pace 2
Defense Minerals Administration

Ve désire te assist efforts of our Government in acguiring
zinc concentrates or slab zinc in meeting the national
~emergency and in order to make necessary arrangements to
produce and sell same to an appropriate Government agency,
we offer the following as a basis for negotiéting an agree-
ment for increasing the production of zinc from domestic

mines.

This Company owns and otherwise controls certain mining prop-
erties in New Meﬁico, known to contain high grade ore, and is
willing to sell certain quantities of zinc concentrates or

slab zinc on condition that we receive a down-payment for the
purpose of aiding in financing the cost of expanding its fac-

ilities to increase the production of zinc ore.

Proposed Development of Grant County Mine
and Sale of Zinc Concentrates or Slab Zing

This Compény would égree to develop its SO-called Grant County
properties, ail located in the Central Mining District, Grant
County, New Mexico, to produce zinc ore at the rate of at least
400 tons of ore per day as soon as practicable and that such
facilities would be completed and in full production as prompfly.

aé possikple.

To assist this Company in the development gnd acquisition of
equipment and supplies, it is suggested that an appropriate

.t
v
i
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g | DATE 8 1 h
°Dr. James Boyd, Administrator Jenuary 8, 1951
Defense Minerals Administration

) ) < 13 -
. ' . PERU MINING COMPANY .

PAGE 3

Government agency would contract to purchase the zinc con-
centrates or slab zinc produced from this property and advance
us an amount of $450,000. as a down-payment to be applied on
the purchase price of zinc concentrates or slab zinc as later
provided. We would expend not less than $50;000. of our own
funds in such development operations. The advance of $450,000.
to be for a period of approximately eleveh years. I§ will re-
quire about a year and a half to sink and equlp a 900-foot shaft
and to develop and equip a mine for a productiom of from 400 to
500 tons per day and there would remain niné years to repay the
total of $450,000.

nla R t dv
Wé'wéuid égree fb repay the advénce from the sale of concen-
trates processed from ore extracted from this property at the
rate of 8-1/2% of the value of each ton of concentrates f.o.b.

cars at Deming Mill, Peruhill, New Mexico.

t Mét
Not less than 70% of the zine cohcentrétes or slab zinec to
‘be shipped as directed by an appropriate Government agency
and not eXceeding 30% to be retained by the Company for its

requirements such as use in rolling mills owned and operated

by an affiliated company.
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ZOE&. James Boyd,JAdﬁinistrator oare JaRUAry 8, 1951 < pace 4
Defense Minerals Administration '

Pricing of Metal
We suggest usiﬁg the following basls for settlement: The

average price gquotation in E&MJ or the American Metal Market

for Prime Western zinc at East St. Louls for the calendar month
preceding delivery date with a stipulated minimum price, however,
to be mutually agreed upon. The Grant County Mine could have
the right to substitute a higher grade of zinc with appropriate
price for higher grades.

Tegmingtigg of Contract

In the evént actual mining discloses there is not a sufficient
tonnage of zinc ore of required quality available for mining

in the'ordinary course of operation to enable Seller to fulfill
the terms of this contract, then Seller's obligation to deliver
and the Buyer!s obligation to purchase éoncentrates or slab zinc
would terminafe‘upon the delivery of all concentrates then avail-
able to the Buyer.

Organization of Separate Subsidiary Company

Ih order fcjfacilitate the proposed opération, the keeping of
books and accounts and contractual relationships, it would be
proposed that a new corporafion be organized for the purpose |
“of developing the Grant County Mine.énd carrying out the ar-

rangement suggested above.





- - . PERU MINING COMPANY ‘
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oDr. James Boyd, Administrator o~ January 8, 1951 > Pace §
Defense Minerals Administration

Our Company would of course make available, under a lease
containing'terms and provisions as would be mutually agree-
able to the Government agency involved, to cover the necessary
properties for the production of the zinc concentrates or

slab zinec.

The foregoing proposal presents to you a proposal for dis-
cussion. I shall be delighted to confer ﬁith you at your
convenience and develop the necessary details. I might add
éﬁat during the preceding World War II, our Company worked
out a similar arrangement with the Metazls Reserve Company
as set forth above covering the then development of our
Kearney Mine and I believe that you will find that the
operations were to the entire satisfaction of the Metals
Reserve Company.

Very truly yours,

Jas. W

“President”

JAH-frz -





MINE: HANOVER, N. M. . '

PERU MINING COMPANY
SILVER CITY, NEW MEXICO

August 14, 1950

MILL: PERUHILL, N. M,

To: Mr, James A, Hill, President
Peru Mining Company and
New Mexico Consolidated Mining Company
630 Fifth Avenue
New York 20, New York

Subject: Exploration of Grant County Mine and intervening ground between it
and the Kearney Mine,

Following is a report, concerning development work which is now being
considered, by Harrison Schmitt, Mining Geologist of Silver City. I have gone
ové; this report and am pleased to recommend that this work be carried out as
and when it is possible,

The Peru Mining Company has now been in operation for more than twenty
years, having been organized in 1928 to develop and operate the Grant County
Mine énd the Pewabic Mine, also to build a mill for treating the ores from
these mines, at D;ning, New Mexico. During this period of operation there were
produced from the Grant County Mine 59,495 tons of ore averaging 9.44% zinc.
Nearly all of this ore was produced from and above the Las Cruces Level, A
éhaft was sunk below the level and a little ore brought up to the level; how=-

~ever, very little work was done below this level but some drill holes showed
horizons- far below the Las Cruces Level which should be\productive. Dated July
14, 1943, Harrison Schmitt recommended a drift to the Southwest along the Grant

County dike and this was done. Some ore was developed but due to low price of

zinc this work was discontinued. A copy of this report is appended.





The Pewabic Miﬁé, during this period, produced 1,607,718 tons of ore
which averaéed 8.75% éinc. The higher grade ore is now largely exhausted al-
though there stilikfémains a considerable tonnage of 5 to 6% zinc not economic-
ally considered aﬁ this time. There are still areas on claims near this mine
which have not been thoroughly diamond drilled and in all probability additional
ore will be discovered on theée claims,

The mill, located at Peruhill on the Atchison, Topeka & Santa Fe Railway
near Deming, has beén increased in capacity so that it can now treat 1,000 tons
of ore per day, but is.operating at part capacity, producing zinc concentrates
and a small amount of lead concentrates. This mill has treated 2,248,663 tons
of ore from our mines and, in addition, more than 100,000 tons of ore brought
in by twenty, or more, large and small neighboring mines. We have a capacity
now to treat an additional 500 tons of ore per day, more than is being treated.

The New Mexico Cbhsolidated Mining Company was incorporated in 1941 to
develop and operate the Kearney and Copper Flat Mines. The Kearney Mine has
now produced 398,113 tons of ore averaging 8,07% zinc. It is now producing
eleven to twelve thousand tons of such ore per month., The Copper Flat Mine,
which has been shut down during the past three years, produced 183,337 tons of
6.73% zinc ore. There are still areas at Copper Flat where ore may be mined
in the future,

Appraximately 2,000 feet to the South of our boundary, the Oswaldo No. 2
Mine of the Kennecott Copﬁer Company has developed ore along the Grant County
dike for a distance of 400 feet and are still in ore both to the North and to
the South. This is in thé Middle Blue Limestone horizon which is less favorable
than the Hanover limestone below which we plan our major development; however,
the Middle Blue Limestone will also be explored,

In order to explore the.Hanover limestone horizons from the-Kearney Mine

out to and in the area of the Grant County Mine, we now propose four surface





diamond drill holes as recommended by Harrison Schmitt. These will require a
total of 3,720 feet o£ drilling, Part of this drilling can be done for three to
four dollars per footj however, deeper drilling will cost considerably mofe.
This diamond drilling will definitely locate the ore horizons and may encounter
some ore; however, for deep drilling it is difficult to block out. ore.

With the complétidn of this drilling, we would know better where to drive
the long drift from the.Kearney Mine. This will require at least 4,000 feet of
main drift, Part of this should be double track and not considering equipment,
6 x 7 drift would cost thirty dollars per foot and wider drift would cost forty
dollars per foot exclusive of equipment., Additional equipment wiil be necessary
for this work. Having completed the long drift, there will be required some
5,000 feet of underground diamond drilling. This, at present prices, will cost
from %$2,65 per foot tov$3.00 per foot, exclusive of air power. The air for this
and other costs will add another $1.00 per foot,

We estimate 1,000 feet of crosscuts éndbraises to ore will be necessary as
part of this developmeht and these will cost, at present rates, $30.00 per foot,
for crosscuts and 320,00 per foot for raises, exclusive of equipment. During

the development program and_before a shaft for ventilation and escapeway is

_completed, ventilation,éf,this underground drift will cause an expenditure of

approximetely $15,000.00 for a churn drill hole and fan,

A three compartment shaft from the Las Cruces Level to the 625 Kearney
Level would require not le$s than 910 feet of shaft. The present estimated
cost of this would be ¢l50,00'per foot exclusive of timber, power and equipment,
By using a shaft 140 feet deep from the Las Cruces Level, the sinking may be
reduced to 770 feet. We estimate the cost of this shaft at $150,000.00 and
$20,000.00 to enlarge the.old'shaft.

This development progfam is planned on the basi§ of operating the Grant

County Mine in depth on the basis of 400 tons per day and we believe the ore





from this lower area would be of approximately the same gradé as the upper ore
which averaged 9.44% Zihc. There will be required a considerable amount of

equipment to push the development and begin the production of ore, We estimate

the following equipment will be required.

EQUIPMENT
/2 Electric Locomotives $ 9,600,00
" 4 Shovel Loaders 111,600,007
} 1 Jumbo Drift Machine 3,300,00
6 Jackhamers 3,500.00
/)% 8 Powerfeed. Drifters 6,800.00
6 Stopers 4,000,00
-— Pipe,Valves and fittings 7,500,00
~~ Blower and Pipe 6,000,00
Hoist 12,000.00
Headframe 3,500,00
2 Tuggers and Scrapers 4,000.00 .
~—50 One Ton Mine Cars ~ 10,000,00
1 Compressor, installed 14,200,00
$96,000,00
RECAPITULATION OF APPROXIMATE COST
~ 3,720 feet of surface diamond drilling @ $4.,00 $ 14,880.00 F©~
~ 3,000 feet of 6! X 7! drift at 30,00 90,000.00
. 1,000 feet of wide drift @ $40.00 40,000,00
5,000 feet of underground diamond drilling @ $3.65 18,000.00 &+¢!
~ 500 feet of crosscutting @ $30.00 15,000.00
500 feet of raises @ $20,00 10,000.00
770 feet of new shaft, 140 feet old 170,000,00
4. — 900 feet churn drill hole for ventilation 15,000.00
Equipment : 96,000,00
Engineering and extras 31,120,00
$500,000.00

'
e/ sl /
Jps. H. Taylor
jce President
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MINE: HANOVER, N. M. . '

PERU MINING COMPANY

SILVER CITY, NEW MEXICO
December 27, 1950

MILL: PERUHILL, N. M.

Mr, James A, Hill, President
Peru Mining Company

630 Fifth Avenue

New York 20, New York

Subject: Exploration of Grant County Mine and intervening ground between it and
the Kearney Mine.

Dear Mr. Hill:

Since my letter of August 1l4th, 1950, we have started a diamond drilling pro-
gram to gain more information about the geology of the Grant County Mine,

As recommended by Harrison Schmitt, August 8th, 1950, Page 5, Holes (1 and 2)
have been completed, These holes are shown on the accompanying section. Hole 1
is No, A=213., This hole encountered a small dike from 118 to 148 feet and the Grant
County dike at a depth of 476 feet and was continued in the dike to a depth of 589
feet,

On the assumption that the Grant County dike would continue to dip as indicated
by the surface and the first drill hole, we proceeded to drill the second hole No.
A-230. This hole deviated and did not encounter the Grant County dike but it did
verify the depth and elevation of the horizons, particularly the Hanover limestone
and the Lower Blue limestone and shale, It is quite probable that the drill hole
was a considerable distance from the dike where the hole passed through the Hanover
limestone and for this reason the limestone did not show much alteration, This hole
went through a granodiorite sill from 705-764 feet and the small dike 775-925 feet,
then through one foot of parting shale and four feet of ore 926-932 feet., The Han-
over Limestone was from 926 to 1038 and the Lower Blue from 1038-1217 feet.

We have now verified the depth and elevation of the important horizons at two
sections along the Grant County Dike., 1l. At section 320, Hanover sill, Hanover
limestone and Lower Blue limestone are clearly defined; also Middle Blue limestone
and Parting Shale are indicated by normal thickness and a foot of shale above the
Hanover limestone. 2, At section 301, diamond drill hole 19 has verified the depth
and elevation of all these horizons,

Dr. Harrison Schmitt recommended that from the Las Cruces level we drill one
or two short holes near diamond drill hole 158, This has been done and we know that
there are two small bands of ore near a small dike in the upper limestone at horizons
comparable with the beds of the Grant County Mine.

Dr. Harrison Schmitt now recommends (and I concur in this) that we now drill
two deep holes; one in section 301 to cut the Hanover limestone near the Grant County
dike contact, the other in section 320 to cut the Hanover limestone near the Grant

-County dike contact. Each of these holes will be in excess of 1,000 feet deep and





HARRISON 3CHMITT
Mining Geologist
Silver City, N. M,

July 14, 1943

Tos J. H. Taylor, V. P. & Gen. Mgr.
Peru Kining Co.
Silver City, New Mexico
From: Harrison Schmitt
Subject: Grant County Mine, Hanover, N. M,
Appendix: Maps No's. 547, 548, 549, 550 and 594

The Grant County mine is about one mile east of the Pewabic Mine.
It has been inactive since about 1930. From about 1927 to 1930, it was
opsrated by the Peru liining Co., when about 40,000 tons of sulphide ore,
assaying around 10% Yn., were produced, Previous to this, some oxidized
zinc ore may have been produced and an early attempt was made to mill the
sulphide ore with a mill on the east side of the mountain containing the
mine, .

In 1935, 1 ﬁade a preliminary survey of the surface and under-
ground geology and in 1935-1936 three short holes 115, 114, and 99 were
drilled. tHole 19 was deepened to the Hanover limestone. These holes fournd
no ore but gave valuable 1Atotmation on the geology, such as the location
of the main dike and the Hanover limestons in depth.

In 1939, six holes were drilled under the direction of I. Joraleman
and J, Faust on a general pattern previously laid out by me (Map 549). Two
of these holes cut ore, the ore in one of them (No. 158) bein; especially
attractive. There is 24,5 ft. of 9.6% Zn. and 23-1/2 ft. of 9.9% Zn. in
this hole.





Taylor .,' ' July 14, 1943 2=

The géology of the area is relatively simple. 4 large pre-
mineral north-bearing, nearly vertical dike cuts thru the rock section
fran,Bqartooth>qﬁartzita (Comancheon) down thru at least the upper part
of the Pennsylvanian and doubtless desm thru the Lake Valley (Hanover
and Lower Blue m-m). Thers is gossan, ore, and other metamorphism
on both contacts of the dike but to date the best ore and gossan has been
found on the west contast. The struscture is complicated to a minor degree
by post-mineral, faulting croes-dikes, This faulting may be partly pre-
mineral and influcnce the position of the ore.

30 far as is known and probable fram experience at this mine and
the Central district, there are two horizons most favorable for ore at the
Grant County mine, One of these is in the upper Pennsylvanian limestone
and shale as shown on Map 549. The other is the lanover and Middla/%:-
stone which is cspeciglly productive at the Pewabic mine and mines of the
district. Much of the upper horison is about the las Cruces adit and the
rest not far below it. The Hanover and Middle Blue limestone averages about
800-900 ft. below the adit. The upper horison is the most quickly available
grourd and, indeed, the only one in which ore is known ﬁo occﬁr. The ore
in hols 158 can be reached by 500-600 ft. of drifting south on the Las Cruces
adit where about one~half of the ore is above the adit and one-half directly
below it. After the adit is extended, some 1000 ft. of diamond drilling

could be used to advanta:e to further test the upper horizon from the new
opening. '

Original Signed
Harrison schmitt

HS:8C





'GRANT COUNTY MINE AND ENVIRONS
Central Mining District
New Mexico

Harrison Schmitt
August 1950





HARRISON SCHMITT

MINING GEDOLDGIST

SILVER CiTYy, NEW MEXICO

August 8, 1950

Tos Mr, J. H. Taylor, Vice Pres.
Peru Mining Company
Hanover, New Mexico

Froms Harrison Schmitt

Subject: Exploration of Grant County mine and intervening ground to the
Kearney and Imperial mine,

INTRODUCGTION

The excéllent préduction record of the Kearney and Imperial claim leases
(Kearney mine) and the need for developing additional reserves of zinc ore so
as to protect the future requirements of the Peru M%ning Co., again directs
the Company's attention to undeveloped areas of Company property particularly
to the ground just northeast of the Imperial lease, the partially developed
Grant County mine and the ground between these two places. The ground is all
owned by the company.

GEQOGRAPHY

The area to.be described and the Kearney and Imperial leases lies a few
hundred yards north of the new paved highway that runs between Central, New
Mexico and Santa Rita. It is a little over a mile north of the open-cast pit
of the Nevadé Consolidated Copper Co. (subsidiary to the Kennecott Copper Co.).
The Fierro branch of the Santa Fe R. R. is about a mile to the west. The
topography is mountainous, but access is had to most points by fair roads, or
roads easily can be constructed by bull-dozer., The mean annual rainfall is
around 16 inches. There is a moderate growth of typically pinon pine, juniper,

cedar and mountain mahogany. None of this, however, is suitable for mine
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timber. The climate is marked by delightfully cool summers when much of the

precipitation occurs.

The winters are moderate with some snow and tempera-

tures seldom as low as zero fahrenheit.

MINING AND MILLING CONDITIONS

a1l mining on the Peru Mining Co. property has been done in open stopes.

Some ore bodies and/or stopes have produced up to 50,000 tons without the use

of timber. The ore tends to occur in ribbon-like to pod-like to equidimensional

forms and is mined by benching and/or milling.

The ore is hauled about one mile to a siding and loading platform on the

Santa Fe railroad. From there it is tranSpdrted by gondola to Deming where it

is milled in the Company's mill of 1000 tons capacity.

The ore is sulphide in character.

minor lead, copper and silver.

Zinc is the predominating metal with

Crushing and grinding requires considerable

power but high recoveries, usually over 90 per cent are obtained by the flota-

tion process. The grade of the zinc concentrate varies from 53 to 57 per cent.

GEQOLOGY

A detailed review of the local geology appears unnecessary for this has

been done in many recent reports and publications.

section is given below:

Age

Cretaceous

Comancheon

Permian

Pennsylvanian
i

Upper Mississippian
n ¢

Devonian
"
Silurian (Niagaran)
Ordovician to
Cambrian

Local Name

Character

Colorado formation shale & sandstone

Beartooth Qt.

abo

Upper Blue
Parting shale
Hanover limestone
Lower Blue

Augen Beds

Percha shale
Fusselman

quartzite

red shale & sandstone
limestone & shale
sandy shale

crinoidal limestone
limestone & shale
shale & limestone
fissle shale

dolomite

magnesian limestone
dolomite

Total

The district columnar

Thickness in Ft.

1000+
30-100
0-200+
850
15-30
110
200

" 100
200
50

+1000

+3600
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These formations are intruded by numerous Cretaceous pre-ore sills, sheets
and laccoliths of diorite porphyry. In the Kearney mine area a thin sill of
sodic rhyolite is usually found intruded into the Parting shale. 411 the
above rocks are cut by pre and post-ore faults and dikes intermediate in
composition.

There is moderate open folding in the area., Near the Hanover intrusive,
however, the folding is tight and is accompanied by over-thrust faulting. The
mineralization may be characterized as moderate to high temperature in origin,
It is commonly associated with abundant garnet, pyroxene and other silcates,
and magnetite and pyrrhotitef

The ore replaces the limestone beds almost exclusively. It usually occurs
along dike and other intrusive contacts and along faults and fractures. In
the Kearney-Grant Gounty area it usually is found near dikes and irregular
masses of porphyry.

Most of the production of zinc ore from the Kearney and Imperial leases
has come from the 110 ft. Hanover (crinoidal) Mississippian limestone. In the
Grant County mine to date it has come from the upper 200 ft. of the 850 foot
Pennsylvanian limestone and shale series. The ore replaces limestone beds
along the dikes and fissures as massive irregular to pod-like and ribbon-like
ore bodies. Where ore has been mined along a given high-angle structure in
the uppér series of limestones. exploration in depth has usuelly disclosed ore
in the Hanover limestone below, but seldom in the 200 ft. dark gray liississip-
pian next below and rarely in commercial quantities in the still older dolomitic
limestone at still greater depths below the 200 ft. Devonian Percha shale.

RECOMMENDED DEVELOPMENT

Three maps are submitted: a surface claim map showing the areas that
have produced ore, a longitudinal vertical projection of the Grant County mine,

and a vertical section from the Imperial lease to the south part of the Grant
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County mine. These present sufficient map data for an appraisal of the problem
on hand which is briefly how best to develop the Grant County mine and the area
between it and the Kearney mine.

The area just northeast of the Imperial lease is marked at the surface
by prominent magnetite and gossan. Close by on the lease itself similar surface
features are directly above extensive ore bodies.

Farther northeast, just north of the Kennecott property line, and towards
the Grant County mine dike (see surface map) is an area which has moderate
possibilities. This is_indicatéd by moderate surface metamorphism, marblei-
zation of the limestones, hornsfonization of the shales and the presence of
some epidote. Just south of the property line and beyond to the Kennecott
open pit is found massive metamorphism associated gossans and in depth newly
developed zinc ore of impressive extent in the vicinity of the Kennecott
Copper Co's. new Oswaldo No, 2 shaft.

The zone along the Grant County Mine dike has excellenﬁ possibilities,
50,000 tons of ore has been mined along the north 1400 feet of contact in the
upper 200 ft., of the Magdelena formation (see longitudinal projection). The
south 600 feet is marked by wide surface gossans. Thus the total length of
favorable dike contact is 2000 ft.

The past several years has seen more and more emphasis in the Central
District on the occurrence of orealong the mineralized pre-ore dikes. In the
middle part of the district most of the ore has been mined along dikes. This
is especially true on the Imperial and Kearney leases which have now produéed
around 380,000 tons.

4 development proceedure found successful in the past in this area is
recommended for this project. Formal development work is preceeded by .
exploratory surface holes. After the preliminary "heading" development work

has been done extensive underground drilling is carried out.





Four surface diamond drill holes are proposed two (1 and 2) to explore

5=

the Grant County dike on the south end as shown on the vertical section and
two others (3 and 4) to verify the depth and elevation of the various limestone
horizons particularly the Hanover limestone and at the same time to check the
possibilities for metamorphism and ore. The sequence of drilling should be
in the order of the hole numbers.

The most feasible way to complete the development seems to be by a drift
from the Imperial lease to the Grant County mine, this drift to pass just
north of the Kennecott property line. The 625 level of the Kearney shaft
appears to be the best level to drive because the geologic cross-section
indicates that except for the first 500 ft. itshould be in Hanover limestone
most of the way to the Grant County mine dike and in this same limestone along
the dike contact. This drift could be driven with blower type ventilation at
firét. If sufficient ore was found some sort of an opening to the surféce
along the Grant County dike would be needed. Presumably some sort of ;ﬁ
excape-way would be required as well as a ventialtion opening, so a churn drill
- hole alone would not do except perhaps during a preliminary period. The prin-
cipal possibilities seem to be:

(1) A 920 foot shaft from the surface down the full distance to the 625
would presumably be located on the south end of the Grant County mine.

(2) & 770 foot ﬁndergfbund shaft from the Las Cruces adit to the 625
level, This would utilize the 140 ft. of the o0ld Las Cruces shaft
(see projection)

(3) A& 770 foot combination shaft and 3 compartment raise (with hoist)
this latter to connect from below. This would also utilize the old
shaft,

(4) Use of the old Las Cruces shaft with extension up to surface and
extension down as a shaft to the 625 level (total new footage 800).

(5) A shaft drilled from the surface or underground by coring with chilled
shot. This method has been used successfully particularly at the
United Verde mine,

The four diamond drill holes totaling 3720 feet of hole would cost about
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$4 a foot. The main drift would be a minimum of 4000 ft. long and should not
cost over $30 a foot. Underground drilling needed could total 5000 ft. and
cost $2 a foot. Cross-cuts and raises needed for adequate development might
total up to 1000 ft. and cost $20 a foot. The ventilation opening and escape-
way may cost between $100 and $250 a foot depending upon the type of working
decided upon.

Recapitulation of Approximate Costs

3720 ft, of surface diamond drill hole at $ 4 $ 14,880
4000 ft. of main (6 x 7) drift at 30 120,000
5000 ft. of underground drilling at 2 10,000
1000 ft, of cross—cuts and raises at 20 20,000
770 ft. of ventilation and escape-way

opening 150 115,500
Engineering, geology, contingencies 19,620

Total $ 300,000
"CONCLUS ION
The need for additional ore reserves for the Peru Mining Co., the probable
long continued demand for zinc at good prices and the excellent possibilities
for- ore on a geological basis strongly argue for the execution of the work
outlined. There has been greater local emphasis recently on the faﬁorability
of dike contacts such as those of the Grant County mine. This mine ié of
present principal interest for development. The geological potential for new
oré in the area described seems to bg as high as 500,000 tons considering the
‘large volume of favorable undeveloped ground, the magnitude of the production
to date in neighboring ground (2,000,000 tons), as well as the large blocked-out

reserves such as exist on Kennecott ground immediately to the south.
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PROJECT SUMMARY REPORT

By: %W. R. Griswold ' August 29, 1957

1. Docket No. DMEA=371 (Lead-Zinc-Copper)
Contract No. Idm-E67
Property: Grant County Mine
Grant County, New Mexico

|
!
|
{
E
|

Operator: Peru Mining Company
630 Fifth Avenue -/
New York, New York.
Operatort!s Property Rightss  Oumer
2. Contract dated July 18, 1951.

Work Authorized

1,350 feet drifting and crosscutting
@ $30,00/ft. $130,500400

2,200 feet diamond drilling from surface
@ $L.00/ft. , 8,800,400

5,400 feet diamond drilling underground
@ $3.65/Tt. 19,710,00

1,500 feet churn drilling
@ $15.00/ft. 22,500,00

Equipment purchases, including electric
locomotive & charger, mucking machine,
Jumbo, drifters, pipe, ventube, blower

‘and motor, etc. 35,2L0.00
Engineering & geology 8,250.00
| Total Estimated cost of project 3225;000.00
Government!'s participation, 50% $112,500,00

8623






A

Amendments

No. 1

No. 2

No. 3

No. L

No. 5

Noe. 6

Dated February 25, 1952.
Establishes allowable wage rates.
Dated March 25, 1952.

Changes effective date of previous amendment
from January 15, 1952 to August 15, 1951.

Dated July 9, 1953.

Allows project recess from July 18, 1953 to
November 1, 1953.

Extends completion period from two to three
and a half years.

Extends repayment period from ten to twelve
yearse.

Dated February 1, 195k.
Continues recess period to May 1, 195k.

Extends completion period to L years.
Repayment period extended to 15 years.

Pseudo~certification proviso included if
work is not resumed.

Continues recess period to November 1, 195L.

Extends completion period to h§ yearss

Noves forward dates for pseudo-certification,
Dated January 10, 1955.

Recess period extended to June 1, 1955,

Completion period extended to five years.
Moves forward pseudo-certification dates.





3.

L.

Se

Amendments (conte)

No. 7 Dated June 23, 1955.
Continues recess period to November 1, 1955.
Extends completion period to December 18, 1956
Rewrites pseudp-certification.

Work Completed

1801 feet drifting and crosscutting
@ $33.83/1t.

912.5 feet churn drilling @ $16.30
Total Revised Final Audit - $75,805.22
Government!'s ﬁarticipation, 50% $37,902.61
Work concluded July, 1953? |
Audit Certification - dated July 12, 1957.

Operator's Final Report - March 28, 1957.
Field Team's Final Report - February 21, 1957.

Certification of Discovery or Development

Pseudo-Certification effective.
Comments

Work was discontinued far short of target area. Additional
work could be recommended as target is still consiered favorable for

a substantial tonnage of zinc oree of medium grade. The work which
was done was handled in an efficient manner.

NN

W. Re. Griswold

WRG/er
Copy to: Docket
Chron.
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X Certlfled 7, \ Analyols as of S, /, iy [ 7 Agreed Unit Costs
. Incl, Voucher for W |

Nare  PERU MINING COMPANY Docket Nos __ 373X

State NEW MEXIO B | | COmmoqity LEAD-ZINC-COPPER  Idm—E No. __ 67
, ~ TOTRORTZED ' COMPLITED

| OPERATION ’ : Tnits. CosT “Units Cost NET COST

Drifting & Crosscutting féS‘"’Q/ %g‘;f%@ //XW// | \@Cgﬁéﬁg %//Sf/f

Raising | | .

» Shafts

Winzes ‘

o Sumeed - TR 2B TG | ~

o IO Vrrt) P B B ond

Surface Excavation -

Underground Excavation

Roads and Trails

Opérating Equipment ﬁtrchased | ‘ e?é; Zﬁ 40 _' /é / ffW %Z? S~ /é /&70{/ a5

Surface Rehabilitation & Repairs

Underground Rehabi]itation |

New Building, Improvements, etc.

Other (Specify) L’?M (ﬁ//fw@@,é) g #s50.00lf - //%b@%fd |

| Totals %’?ff 52.80 | 77 5. /8 /57 fééz’ 42
Date of Contract-July 18, 1951. : ChZ::ks Final Aﬁdit
Completion date Proceeds from Property Disposal
Expiration date of Royalty ayments /8’ /?ég/ Equipment purchased $2,881.80
Amendment No, 3-Recess and change of royalty period Pipe 620. 79

' to 12 years, - Track 394,

Amendment No, M-Coinpletion changed to 4 years from date Total
of contract, Recess. Pseudo-Certification. Prepared by

Royalty payment period changed to 15 years,
Automatic termination, ____Amendm__en_t_ Yo, Z

December 18, 195
hanged to 4—% ears
Amendment No,5-Completion c ge y Pseudo-certification.

Amendment No, 6-Completion changed to 5 years, Recess, '
SHeNCNODY 0 O astor! ! "y 1}
Automatic termination .changede p,m, Final Rport 23321725 ipfi'lm 680!‘1‘ / /57-,162.
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Mr. Artbur E. S. Schmid
Aasistant Secretary
Anerican Zinc Company

20 South Pourth Street

$t. Louis, Missouri 63102

Re: IMA-371X (Lesd-Iinc-Capper)
Peru Mining Company
Crant County Mine
Grsat County, New Mexico
Contract Idm-E67

Dear Mr. Schmid:

By the terms of the subject Kxplorstion Project Contract, as
amended, snd Annex I of Amendment No. 7 therete, all minerals
mined or preduced from July 18, 1951, te July 18, 1968, were
subject to the Government's royalty as set forth in said comtract.

As the peried during which productiom was subject to royalty has
now axpired, the Government eccerding te its present records
rotains ne claim or lien against the property subject to the
contrect or any future production therefrom. We, therefore, are
clesing our books and records on this contract.

Sincerely yours,

VI AL Mool

4 // Q u;w’v‘*»v”o’fﬂ".

Harold Kirkemo
ACTING Chief, Office of
Minerals Exploxation

cc: Director's Reading File

Economic Geology File

Branch of Budget and Finance w/cy memoranda 2/19/69 and 3/6/69

OME docket

OME Region I1I

Mr. Kirkemo

OME Reading File 130 .
GLAult/a 3-10-69 ‘
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T . . IN REPLY REFER TO:

UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

FEDERAL CENTER. DENVER, COLORADO 80225 IF:MM \

Office of Minerals Exploration ; G@FE  ;

Building 53 Room' 200 / B . p J
§ TECivEp

R 3 1369

March 6, 1969 *iNITlEE”U“~f

T vy

jsmum;},
Memorandum
To: Chief; Office of Minerals Eiploration
From: Field Officer, Region III

Subject: DMA-371X (Lead, Zinc, Copper)
Peru Mining Company
» Grant County Mine
Grant County, New Mexico
Contract Idm-E67

I have reviewed the Report of Royalty Review, January 19565 of
the subject contract and agree with the-facts stated therein.

A recent check by the U. S. Bureau of Mines Office of Minerals.
Resources, indicates there has been no production from the
Grant County Mine, nor does it have a record concerning the
Grant County Mine itself. " '

Q*’ . /J{/ééﬁ—ﬂ///b ?@@—v/
J. William Hasler,

Field Officer, Region III
Office of Minerals Exploration

Enclosures: 2 copies of Bureau of Mines memo
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. UNITED STATES

DEPARTMENT OF THE INTERIOR
. BUREAU OF MINES

" BUILDING 20
Denver Office of . , DENVER FEDERAL CENTER
Mineral Resources , , DENVER, COLORADO 80225

February 19, 1969

Memorandum

To: J. William Hasler, Field Officer, Region III,
U. S. Geological Survey, Denver Federal Center,
Building 53, Room 200, Denver, Colorado

"From: Jesse R. Wood, Jr., Project Coordinator, Office of

Mineral Resources, U. S. Bureau of Mines, Denver
Federal Center, Building 20, Denver, Colorado

Subject: DMA-371X (Lead-Zinc-Copper)
' Peru Mining Company
Grant County Mine
Grant County, New Mexico -
Contract Idm-E67 : !

To confirm Mrs. Ruth Nichols' telephone conversation with you,
- our office has no record of a Grant County Mine in Grant County,
New Mexico.

I regret that we could not assist you in this matter.

Sincerely,

Jesse R. Wood Jr.
roject Coordinator
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2714 110
(2/63) . 2/14}69

1220

FEB 1 .
4 1969

To: ¥Yield Officer, Region IIX

Prom: Chief, Office of Minerals Explorstion
Subject: DMA-371X (M~zm~ceppc_r)

Peru Mining Compsay

Grant County Mine

Grant County, New Mexice

Contract 1dm-867
Enclosed i{s & copy of & Report of Royalty Review issued in
January 1969 on the subject contract. This report is for record
purposes only; therefore, no copy is provided for the Operator.
If you concur in the facts as stated in the report, two copies
of a memorandum stating your concurrence should be forwerded
to this office. If for any reason you do not ceacur, the report

should be returned with your comments.

m\‘*; ;u;c ; :'4;’:-4‘ SN 7
Frank E. Johnson

Enclosure

ccs Director's Reading File
Economic Geglogy Flle
OME docket:
OME Reading File
Branch of Budget and Finance w/copy report
130 (2)

GLAult/a 2-14-69
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Office of Minerals Exploration

Building 53 Room 200

February 4,
Memorandum
To: Mrs. Puth Nichols, Office of Mineral Resources,
U. S. Bureau of Mines, Denver Federal Center, Buildimg 20

From: J. William Hasler, Field Officer, Region III, U. S. Geological Survey,

Denver Tederal Center, Building 53, Room 200, Denver, Colorado.

Subject: DMA-371X (Lead-Zinc-Copper)
Peru Mining Company
Grant County Mine
Grant County, New Mexico
Centract Idm—F67

I have been requested by our Washington office to obtain figures
on possible production from the subject property for the perfod
May, 1962 to July 18, 1968,

Any assistance you cap give will be greatly appreciated.

-\ / i .
_;'&if‘/:{:.’ /’?E[ o= /éﬁ/’ R
7

Y, J. William Hasler,
Field Officer, Region III
Office of Minerals Exploration

cc: Chief, OME (2)¢ v 4 !
OME chron . ?
Mr. Hasler o _ : \ Y
E67 f . o)
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4' ‘ Office of Minerals Exploration
UNITED STATES
'DEPARTMENT OF THE INTERIOR - RECEIVED
GEOLOGICAL SURVEY '
WASHINGTON, D.C. 20242 N ‘ JAN 30 BS?

LTl

BECRETARY-LEGAL

28, 1969 . . REPARTMENT

Januar

e! DMA-371X (Lead-Zinc-Copper)
C'Pegy Mining Company

‘Gtant County Mine -

” . Gran't Cournty, Neéw Mexico

~ Contract Idm-E67 " .

Mr. Arthur E. S. Schmid
Assistant Secretary
American Zinc¢ Company -
20 South Fourth Street > ©
w=-<- ---.-St. Louis, Missouri 63102

~ - - (SR

Dear Mr. Schmid:

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. :

Please advise if any ore produced from the property prior to
July 18, 1968, remains as a stockpile.

. T S
Sincerely yours,

/%qx /V% 7Y 7> 1
Frank E nson

Chief, ice of
Minerals Exploration





MME Form 63 , : .
Revised 7-65.__“.

REQUEST FOR INFORMATION ON CERTIFIED PROJECT
> AND PROJECT UNDER RO!’ALT! AGREEMENT

From February~20,,l968 to July 18, 1968 g

1. Since | , has there been a.change in mership,
lease, qr sublease? If yes, please state details of the trans-
.action below and provide a true or signed copy. of the. pu'tinent , :
documents, un.less they have been provided before. =~ . s MW!OID No @
During . the above period was the Lease and Option, dated i
September L, 1967 ‘between American Zinc Company . ‘and Unlted
“'States’ Smeltlng Refining and Mining Company 1n effect’7 If'noth

5

please explain., ~~ , " Yes/X / No/ [/
From February 20, 1968, to July 18, 1968,

2. SHizxe , has there been any production from
ti.e land subject to the contract? ‘ . L . Yee:] No '

A. If so and it was shipped, give quantity, velue, and name &and
address of purchaser.

2' ‘Quantity” - Value

B. If stockpiled awaiting sale, state quantity, grade, and locationm.

Type Quantity Estimated Grade Location
Ore Tons
Concen- '
trates Tons
Other'= - "o .Taowio’ Tbhs'L_{f e , IR : R e p‘.'.'
e
Ng oretgrg cied from the property pr:.or to July 18 1968 rema:.ns
385 5% gkoc ' 'y“has-any:-production been transported
through workings (see of contract)? _ Yes| |

If so, state quantity, value, and disposition of material.
Disposition of Mat‘erj.a‘l . .:;ﬂj Quantity Velue

. L Y

Submitted by:

Ameri
Name Byv eﬁ@%l&fjm

Title _Assistant Secretary

Address 20 So. 4th Street . Date _February 6, 1969

. St. Louis, Missouri





MME, Form 7
(2/63)

Meserandum -

To:
Prom:

Subject:

Please request the U, 5. Bureau of Mines 't‘ furnish infermation

ou possible preduction from the subject preperty for the period

JAN o 8 79894

Tield Officer, Regien XII
Chief, Offics of Minerals Exploxation

DMA-371X (Lesd-Zinc-Copper)
Feru Mining Cempany

Grant County Nine

Grant Ceunty, New Mexico
Contraet Ldm-E67

May 1962 to July 18, 1968, and sdvise.

1/28

OFFICIAL FILE COPY

Date Surname Code
69 110
220

FRAWX E, -/f«?

Frank E. Johnsen

cc: Director's Reading File
Economic Geology File
'~ OME docket
OME Reading File
130 (2)

GLAult/a

1-28-69 -
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OFFICIAL FILE copy -
) | o.M E
Pit1dtng 20 - Foderal Center| *ECEVED LAY 21 1952 |
’ mn”r 85, COIOMO D,"TE —-:l Hr‘u > RIS ?;-“
| SR B/
ey 17, 1962 [N R S
. . - 22y
o Fiscal Section, Division of Adminis

Office of the Ssoretary, nam::t of the Daterior
Washington 25, D. C.

Prom:  Acting neld Qtﬁcor, OME, Regilomn IIT

az:o.sect: DMA-5T1X (!asdame—wppu)
Contract Idm-FST
Pera Mining !
{Great County Mine
Cresnt cmznty, Hew Mexico

~ Attached is the ariginal ‘Report of Royslty Review on the subject

property dated May 15, 1962 covormg the period June 10, 1959,
through May 2, 1 1962. |

 Attechments

HMC/1m

.cc  Chief, Division of Field Operations, OME ”/

E. D. Talbert, Acting Chief

Contract Admlnistration and Audit DlVlSlon
Royalty Corres. Idm-E67
' Chron
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. Date Surname Code
220
MAY 1 9 1962
Memorandum
To: Acting Pield Ufficer, Uegion ITIL
from: 3, . Talbert, Acting Chief (©igned) E. D. Taibent

Contract Administration and Audit "Mvision

Sub ject: DMA«371X (Lead-Zinc-Copper)
Pern liining Company
Grant County Uine
Grant County, New lexieo
Contract Idw-:67

The orijyinal and one copy of a Report of Royalty Heview covering
the sub ject contract are enclosed. If you concur in the facts
stated therein, plcase wake the followiny distribation:

(a) Original to the ¥iscal Section, Division of Adwin-
istrative Services, Uffice of the Secretary,
Department of the Interior, Washington 25, b, €,;
and

(%) One copy for your files,

This Daport of loyalty deview is made for record purposes only;
therefore, no cony for the Uperator is provided,

As evidence of your concurrence, a copy of your merorandum trang-
mitting the orizinal report to the fiscal “ection should be fur-
nished this Jivision. If for sny reason you ds not concur, both
copies of the renort should he returned to this Jivision with your
comments.

inclosures
EDTalbert/ama 5-15-62

ce:
Docket

Director's Reading File
CA & A Division

Mr. Rothrock

43683
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Ralph C. Perkins

American Zinc, Iead smd Smelting Cowmpany
1515 Penl Brown Building

St. Iouis 1, Missouri

Re: DMPA-371 (leed-Zimc-Copper)
Coatract Idw ®67
© Paru Mining
(Graat County mime
Great County, New Mexico

Dear Mr. Ferkinms:

Thenk you for your letter of Mey 5, 1961 sdvising us that mo
mining hes been done inm the area covered by the captioned
DMEA project.

The expiration date of repaymesmt to the Covermmeat on this
comtract is July 18, 1968.

Flesse keep us advised regardimg the status of the subordinated

land .
Yours very tmm’
[PHNOPE §lgned by
Hagh M. Comnors
Acting Fleld Officer, OME
Peglom III
HMC/1m ,

ce Chief, Division ef Field Operations, OME (2)¥
with (2) copies of Operator's letter dated 5/5/61
Contract Corres E67 .
Chron C

Noted for record on certified project reports.
: 5/10/61 «Coa—

L
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@ " ® 0. M.

RECEIVED 4 %
American Zinc, Lead an(l Smelting Coml) ap‘?/‘,eTE JNTIALS ) T

RALPH C. PERKINS 1515 PAUL BROWN BUILDING
SECRETARY AND GHIEF COUNSEL ST. LOLHS"I"MTS&. CUORI
May 5|, 1961

D
EPARTMENT OF THE INTERIOR

o MAY8 1961
Mr. Hugh M. Connors REGION [
Acting Field Officer, OME - Region III - PENVER colorapg
U. S. Dept. of the Interior
Office of Minerals Exploration
Building 20 - Federal Center
Denver 25, Colorado
Re: DMEA-371 (Lead-Zinc-Copper)

Contract Idm E67

Peru Mining Company

(Grant County mine)

Grant County, New Mexico

Deaxr Mr. Connors:

With further reference to your letter of April 18, 1961
which I acknowledged on April 25, 1961, I have now heard
from Mr. J. W, Faust, who is General Manager of American-
Peru Mining Company, the joint venture consisting of our
company and Peru Mining Company. Mr. Faust advises that
since operations on this joint venture were commenced no
mining ox other work has been done in the area covered by
the above captloned DMEA project.

i

Very truly yours,

é//fwé%z
Ralph C. Perkins )

RCP:dc
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. Awmerican Linc, Lead and Smeﬂﬁ{umg C«mP HyOFFICiALﬁ“I;IL‘,E coPY

0. M. E. :
RECEIVED MAY B 1 1961 |
"DATE | INITIALS | “COuc™ B
RALEN €. PERIUND 1818 PAU | |
BECRETAGY AND GRICY CoyroaL O7. LOWYIB 1. MIGEOUMN '
—/ VO
sorts st S
“ N o O |
: B HE-TERION——
Mr. Hugh M. Comnorso o cone | X2O
Aeting Field 0fflcexr, OME - Reglom ILX OELZ;#
U. S. Bept. of tho Interior o o
Office of Minmerals Bxploratiom VR CoLORABD

Bulldimg 20 - Fodoral Cemtor
Penver 25, Colorado

Re: DX2A-371 (Lead-Zine-Coppex)
Contract Idn B67
Peru Hining Company
(Grant Coumty mime) g
Gramt Coumty, New Moxieco

Dear Mr. Connors:

I wish to acknowledge your letter of April 18, 1961.

I am uninformed concerning the above captioned DNMZA projeet
and the specifiec property vhich ic involved. I have
written to the operating people at Hanover, Hew Monieco to
obtain the faets necessary to amswer your quactions amd I
will write you agaim as soom ag I hove obtained thom.

PRI e DD e e o AT

Vory trulp—gouro,

il @ Tonos

Ralph €. Perkimo

R D A SWES | AL s L B AT IO

RCP:de

P ema TN .

isel{}ﬁ{§e> (Eé)-/”’“ - o ;

LmmPe ke W e ey
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Puilding 20 - Pederal Center RECEW“T fR ?1 1961
"~ Demver 25, Colorado = :
o 4/4/ o
| B go o
April 18, 1961 OO
Mr. Falph C. Perkine : | R
Chief Counsel A T
ﬁ.ﬁcw Zihc, I‘“; ‘a mluu cm ) 'L:wq, e L
1515 Paul Browvn Bailding A_
8t. Iouls ), Missouri
Re: M"?{l (wnm.wr)

Coniract Idm B67
Peru Miniang Company

- (Crant County mine)
~Gnnd Couty, Bew Mexico

Desx Mr. hrk:lns.

Mtummwmuﬂndwmhmmmm
gramted your client an undivided cme~lmlf interest in the
‘cquomdproperwmvcmmmummmm
pmdmtdfruthepmpertytim t!ntﬂn

By virtue of the captiomed comtrsct, reyslty e due the
goversment on all ore proauccd from the subordinated land.

Will you please sivise the present status of the property and
wvhetber or not any ore has been mined nmmcuent
ommd the om-hn}.f numt. -

Yours very truly,

Dsuina; signed by

Hagh M. Commors
Acting Field Officer, (ME
Region IXII

cc Chief, Division of Field Operatlons, OMEY
Contract Corres E6"(
Chron
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APR 1 41981

Meworandum

)

Acting Pield Officer, Region III

| From: Chief, Division of Field Operations

Subject: DIMEA-~371 (lLead-Zinc~Copper)
Peru Mining Company ‘
Crant County Mine . - :
Graut County, New Mexico
Contract Idm-E67

Various publications have recently carried accounts of American
] Zinc, Lead, and Smelting Company activities in connection with
| the Kearney Mine. We are not clear as to whether there is any
| production being made as yet. Actually, we are not at all sure
that the present operating company is even sware of the Govern-
ment's royalty requircments against this property. Will you

kindly make whatever inquiries may be necessary and bring us up

to date.
3/ B5rge O, Selfridge VAZY,

WRGriswold/gla

4-14-61

cc to: Director's Reading File
Review Committee
Code 500
Docket

AN 8623
P . .
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MONROE GOLDWATER CcAB

NORMAN B. KUKLIN teLerrone mdrrM 4—||E.2 1411

OLIVER T. COWAN RECEIVED

JAMES L.GOLDWATER GOLDPDWATER & F LYNN ____NAPR 1 ]960

RICHARD M.‘GOL?WAWE»R COUNSELLORS AT LAW DATE IN{TIALS CUDE

LOUIS R.COLMAN ) A |

:déL:;T-quM;L;oN'éHAM 60 EAST 4280 STREET - ,1/7/0

GEORGE KOSSAY NEW YORK 17, N. Y. E, D -(-73 IBS%OO

BERNARD KATZ / Wﬁ%@
—Maret

LEON LINER LA E R A 4
ROBERT CONRAD 2.
RICHARD M. FLYNN

B. AUDREY RINZLER
JULIAN J. LINDE

Mr. J. W. Townsend, Executive Officer, OMEV/
Field Team, Region III

Bullding 20 - PFederal Center

Denver 25, Colorado DEPARTMENT, ok g INTERIOR
ﬂf'\ Py ¢ o
Re: Docket No. DMEA 371X (Lead-Zinc-Copper) AR 33 198y
Contract No. Idm-E67 _ - REGION i
Peru Mining Company SMER CoTRETSE)
(Grant County Mine) -
Grant County, New Mexico ‘L_V;J»ﬁﬁ’i
D T d: L ./@,.Macw Lt @ é“ //VQM/L . .
ear Mr. Townsend: z&ﬁﬂ“”{ ey

As promised in our %gﬁfgr to you of March 24, 1960, we are
pleased to enclose herewith tWo photostatic copies of each of two

Statutory Warranty Deeds, dated March 25, 1960, whereby Peru Mining
Company has conveyed to American Zinc, Lead and Smelting Company an

+ undivided one—half interest in and to certain properties in the State

of New Mexico.

The above captioned cong/act by 1ts terms covers the fol-
lowing patented claims: V;fford Traders # Beryl% Ruby! Las Cruces,”
Edmondson{’Lenore;’Peacock Florence J¥ and La Patronaf’and the fol-
lowing unpatented claims: John”and Dan?”  The patented claims are in-
cluded in one of the enclosed deeds and the unpatented claims in the
other.

The originals of these deeds arebeing sent by malil today
to Mr. Ralph C. Perkins, Chief Counsel for American Zinc, Lead and
Smelting Company, 1515 Paul Brown Building, St. Louls 1, Missouri.

ROEERT CONRAD

FOR GOLDWATER & FLYNN \@o %LAL Yo (pﬂ‘
6° &

RC:ak ‘ '
Encs.

/Q”\ 0 6{{‘
v
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STATUTORY WARRANTY DEED

to do business in the Strie of New Mexico, for considerat

PERU MINING CCMPANY, a Deleware Corporation, aut%orized
;on
[

paid, grants to AMERICAN ZINC, LEAD & SMELTING CCMPANY, a

Maine Corporation, an undivided one-half (1/2), interecst #n and
to tﬁe following described unpatented lode minirg claims .ituate
in the Central Minine District, Gr»nt Crunty, New Mexiéo, the
names of which and the book and page of record of the locidtion

notices whereof, in the office of the County Clark of sai

County, are as follows; to-wit:

NAME MINING LCOCANITICN YUECOMDS
BOQOK PAGE
Dan 36 598 |
Harvey 37 3 |
Clarence C 37 3 \
John 36 599
Leland 36 597
Macggie Bell 17 384
Philadelphia 4 176
Philadelphia Extension 18 97
Chicaco : 18 17
Rey de Cobre 22 118
Marion 29 21 \
Rush 40 212-13 \
Mary Catherine #1 41 93

with warranty covenants, subject only to the paramount title of

the United States of America,

WITNESS WHEREOF, said corporation has caused thes%

presents to be executed by the hand of its President. and atitested

2z
to by its Secretary this i day of March, A. D. 1960.

PERU MINING CCMPANY

I et e =T i e e D e, e ——
E L e — )
L b

Secretary






s b.;

lf‘*‘;:}‘:y;?_-:"‘?’-e\u’;w JWE s ST o
oo -

i I /\

.

1
STATE CF NEW YORK, ]
Ss.

CCUNTY CF X8V YORK. 1§

The forecoing instrument was acknowledged before me
this QQ{T{Ldny of Mcrch, A. D. 1960, by FRED M. ZEDER II, the
President of Peru Minine Corporation a Delewsre Corpor:tion
for o¢nd on behalf of sa2id corporetion.

p 7 .

([1 al K ,

/J&L{'/{;, ¢ /_qdz/wwf: 0
¥btary Puplic
[l B Y, v York
NCTAS . -
D S N
My Commission Expires: mmi”iogﬁpiwa Nisiwut + 3 1961
303 Jes
' \

i N P s






STATUTORY WARRANTY DEED \
|
\

PERU MINING COMPANY, a Deleware Corporiition, authoLized
to do business in the State of New Mexico, fer consideratio
paid, grants to AMERICAN ZINC, LEAD AND SMELTING COMPANY, a
Maine Corpofation, an undivided one-half, (1/2) interest in|and
to the following described property situate in the Connty o
Grant, State of New Mexico, to-wit:

1. Those-certain patented lode mining claims situate
in the Central Mining District, County of Grant, Stote éf New
Mexico, the names and mineral survey numbers of which are as

follows:

MINERAL
NAME _ SURVEY NO.
Floyd ) 1993
Florence J 1994
Beryl , 1994
Exa 1995
L. Patrona 1995
ruby 1905
Las Cruces . 1995
£dmonson 1995
LLeonare 1995
Peacock 1995
Pewabic . 1463
Result 1463
“lalpool 1463
Chapin 1726
Clifford 1727
Irerders 1728
Toonot 1729
Monarch 1730
Bond 1731
Hate No. 1 Y
Hate No. 2 1733
Hate No. 3 1734
Bond No. 3 1735
X Ray 1736
Bond No. 2 1737
e Hurley ) 1738
N T TMafy Wo. 1T TTr o - 1739 - e
Mary No., 2 1740
Cumberland 061 A
Congo 061 B
Suupter 961 C
Laura R 061 D
Copper Carbonate 961 E

L)






Lime Mine 961 F
Copper Glance 961 G
Lexington 961 H
Free Silver 961 I
2uperior 961 J
Little Key 961 K
Reservation 061 L

2. The Keosrney Lode Minina Claim, Mineral Certifi¢~te
!

|
|
‘L
|
¢

No. 507, described as Lot No. 680, the United 3tates Patent

for which is of record in the office of the Countyv Clerk of
Grant, County, New Mexico, in Book 20 of Deed xecords at Pages
500-502,

3. All thrt portion of the Jersey Patented lLode Mining
Claim beine designated as part of Lot No. 1036, situnte in the
Central liining District of the County of Grant, 3tate of New
Nexico, certified copny of the United 3tates Patent for which\is

of record in the office of the County Clerk of Grant County,

New bdMexico, in Book 59 of Mininc Patents at Page 90, describ&d

by meets and bounds as follows; to-wit: \
Beginning at corner No. 2 of said Jersey Lode ’

Mining Claim, being the Northeast corner of

saia claim; runnine thence along line 1-2 of

said Jersey Lode Minine Claim south 42° 01!

west 500 feet to a point on said line 1-2;

running thence north 71°¢ 19' west parallel to \

line 2-3 of said minin~ claim 600 feet to a

point on line 3-4 of said mining claim; running \

thence north 42° 0l' east along line 3-4 of

said minine claim to corner No. 3 thereof, runnin%

thence south 71° 19' east aloneg line 2-3 of said

mining claim to corner No. 2, the place of beginn-|

ing, together with all the dips, spurs and ancles

therz2of and all the metals, ores, mineral bearing

quartz, rock and earth therein, and all the rights)|

privileges «nd franchises thereto incident,

\
4. The following described property situate in the E
Central.Mining District of the County of Grant, State of New
Mexico, described as follows, to-wit:

Beginning at the point where the Southerly side
line of said Peacock lode mining claim of Survey N
1995 intersects the Westerly boundary line of

said Section 23, T. 17 S., R. 12 W.,, N.M,P.M.,






from which mnoint* the Southwest corner of said
Section 23 hears 3South 0°59'" £, and is -'ist:unt
104,37 feet ond from srid point runrineg #lonsg
scid Sontherly side line of 32id Pencock lode
minine claim in 2 direction North 57°0' E,

708 .55 feos to the Southeast corner of soid
Daacock lode mininet claim, identicel with the

claim; thence Mortl: 56°37' £. alone the South-
erly :ide line of scid Florence J. lode mining
claim 506,:3 feet tc A noint on s~id line which
is the Northwe:xt corn=r o 2id Libertwv Bell

-

30
lode rinins clainn; thence Sonth 2§° 52' B,

lode minin«¢ claim 500,18 fe t to the <outhwest
corner of said Liherty Bell lode minine claim;g
thence Xorth 56°38!' E, o2lona the Soutterly

1503.15 feot to the scutheast correr of ~aid

Libhertyv 3ell lole minin~ claim; thence north
28 52t ¥, alon *he 4% sterly end line of snid
Liherty Bell lofe nmining cleim 29,95 feet, more
or iess, to the niyint of intersection of said

Sast end line of szid Liberty Bell lode mining
claim with the northerlv boundory line of said

the Northerly beoundary of s.id Ict 4 of saird
Section 2 111.24 f:et, more or less, to the
Northwest corner of =zaid Lot 4 ont thence along
the Northzrlwv becundory line of soid NqSW% of
said Zection 23, 2605.91 feet, more or less,
tc the korthwest corner of said N4SW: of seaid
section 23 at the Jnarter Corner of the West
bountorv Lina of sail Section 23 ond thence
Joutherlv 2lone i he WwWas*erlv bonndary line of
said sSection 23, 1103.97 feret, more or less,
to the point of beginnine,

5. The Doneld Ictented lode mininz clzim, i‘ineral

in the office the County Clerk of Gr-nt Cornty, New Mexico,

AL

of 3 id claim heretorore conveved to various parties bv the

ecessors in title tec party of the first »nart herein.

with warranty covenants,

G

1IN WIPNESS H

to by its =zecretary this *WI’Hay of liarch, A. D. 1960,

alone the -=22.ecriv end lin=2 of ssis Liberty tell

side line of s id Liberty %eil lo. e minine clrﬁm

Lot 4 o¥ scid Bection 23; thence “i.:sterlyv along

survey No, 17s9, United Ztates Prtent for which is of record

Sont hwest corner of said Florence J. lode minine

in

Pool: 40 of Need Records ot lage 101, excenting 211l those portions

nred-

LEQF, scid corporation hss caused these

presents to be execnted by the hand of its President and atteéﬁéd
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V MONROE GOLDWATER CABLE = GOFLYN, N. Y.
NORMAN B. KUKLIN TELEPHONE MURRAY HILL 2 1411
OLIVER T, COWAN
JAMES L.GOLDWATER GOLDWATER & FLYNN
RICHARD M. GOLDWATER
: N RS AT LAW
LOUIS R.COLMAN cou SELLO S L .
MILTON SMALL 60 EAST 42N STREET
JONATHAN B. BINGHAM NEW YORK 17, N. Y. EDWARD J. FLYNN 183 ‘053
GEORGE KOSSOY

- 1

BERNARD KATZ .
CEoN LinER oFAERE Aife cbpYO
ROBERT CONRAD 0 M E
RICHARD M. FLYNN
RECEIVED MAR 22 1960

JULIAN u. LINDE

DATE | INITIALS CODE

V4
Mr. J. ¥. Townsend
Executive Officer, OME

Field Team, Region III
Building 20 - Federal Center
Denver 25, Coiorado ?

Re: Docket No. DMA 371X (Lead-Zinc-Copper)
Contract Nc. Idm-EC7

Dear Mr. Townsend:

Mr. J. W. Faust of Peru Mining Company, our client, has
ref'erred to us the recent exchange of correspondence between him-
‘'selfl and you in connection with the above contract.

Both Mr. Faust and we have had a good bit of trouble in
locating coples of the basic contract and the various amendments
thereto. We understand that there were some seven amendments and
we now have in our possession Amendment Nos. 1, 2, 3, %, & and 7.

We lack only Amendment No. 4, which apparently was a most ‘important
one. Would you be good enough to furnish us with a copy, at our
expense, of Amendment No. 4, following which we or Mr. Faust will
promptly answer,in full. querles 1 and 2 in your letter to Mr.

Faust dated January 15, 1360,

v / A
\' [ " //

N\

ROBERT CONRAD
FOR GOLDWATER % FLYNN

Ver%/thuly y7ur§,

- SRR
\ . “"rb/‘;v.‘,_ Mty
e ) faa

ty -
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Denver 25, Coloredo I B /7 7/% _% ‘
March ' o ‘,7’ 7Ly
2, 1960 I Y /; / Az, :

¥r. J. W. Faust
Peru Minisg Company
Silver City, New Maxice

" Re: Docket No. DMA 371X (lead-Zime-Copper)
. Contrmct ¥o. Idm-BST -~

Pera Mining Company

(Xearney mine ) ~

Crant County, New Mexico

Dear Mr. Maust:

Simce considerabls time hes elapsed and we have iot been givem the
snsvers to questices (1) snd (2) im my letter of Jamusry 15, 1360,

‘we are caliling the matter to your attentiom. :

In your letter of Jamuary 26, 1960 you wemder just what the status
of the contract is since the Covermmsat deaied Peru Mining
Company s last request for en imdefinite suspensiom of work ancdt :
extension of the date fixed for completiom of the vork. The status
o;egu contract is elearly explaimed in my letter of Jemuary 22,
1960. :

Tegarding the extension of the comtrsct, it is & matter of yecord
thet the Covermment 414 graat severel successive amendmeats for
requested suspensiom of work amd extemsion of the completion _
period. The Govermmeat's positiom is cutlimed in the letter of

Auguet 13, 1956 to Mr. Josepk N. Tayler regardiag the last -

requasted sxtensiom: Until the rriee of zims and the cost of
mining have been sdjusted to Justify exploratiom # # % ". Ve
believe that Feru Miming Company was dealt with most leniently
in the mptier of excessive Tecess periods extemsicas, snd
extensions of the date fixed for completion of the work.

We will apprecisate your early rerly ia ymvidm-mﬂm to
questions (1) and {2) of wy letter of Jasuary 15, 1960..

Very truly yours,
~ Drignal signed by

J. ﬁ. Tovasend

. Executive Officer, OME
m/ me  ¥eld Team, Region III
ce: Peru Mining Compsuy ce:€hm Op. Coma (2)
k13 shryf;fr Bdg ~ Royalty corres

New York, Mew York ~ Chron
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220

To:  Executive Officer, OME Field Team, Region 1II

225

From: Chairman, Operating Committee, OME

Subject: Docket No. IMEA-371 (Lead-Zinc-Copper)
Peru Mining Company
Grant County Mine
Graant County, New Mexico
Contract No. Idm-E67

It would appear that you have bad nothing further from the cited
company since their letter to you of Jsnuary 26. If such is the
case, we suggest you advise them that the '"status of the contrsct”
is clearly explained in your January 22 letter.

Mr. Faust seems inclined to take refuge under the pretext 'your
agency refused to give us the extension asked for.”" It might be
well to advise his that the Governmeat actually did grant five
successive ameundients for requested extensions; furthermore, that
their last request was for an additional extension'until the price
of zinc and the cost of mining work has becm adjuited to justify
exploration * ¥ % " In our lettsr of August 13, 195¢, to Mr.
Jos. R. Taylor, .ice president, we outlined the Govermrent's
position. Certzianly, no operator was ever dealt with more

leniently in the matter of successive recess periods.

/s/ |
4 George €. Selfridge é@
APPROVED : WRGriswold/gla 2-25-60
P. F. Yopes c to: Director's Reading File
p W Operating Committee
Member, Burean of Minss Docket

) h
Barold Kirkemo é@ Chron

Member, Geological Survey

W3edl

-

e 3
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MINE: HANOVER, N. M. MILL: PERUMILL, M. M,

PERU MINING COMPANY ~“¢ .
SILVER CITY. NEW MEXICO oy |
January 26, 1960 ’I bM\l“

OME

] RTMENT OF THE INTERIOR
DEPAR RE: Docket NO. DMA 371X(Lead-Zinc-Copper)

Jin 2.8 1960 Contract No. Idm-E67
REGION Il ‘ Peru Mining Company
DENVER, GOLORADC (Kearney Mine)

Grant County, New Mexico

v
Mr. Jo Wo Townsend
Executive Officer, OME
Field Team, Region III
Building 20 -~ Federal Center
Denver 25, Colorado

Dear Mr. Totmsend:

I am in receipt of your letter of January 22nd. I am
wondering just what the status of the comtract is,due to the
fact that your agency refused to give us the extensmn asked
for and due te the fact that the project m but llttle more
than half completedo

In answer to your question No. 3, in the letter of Janu-
ary 15, 1 see no reason for not advising you that we were shut
down during the entire period from January 1, 1959 to Jamuary /
31, 1959, In October of 1959 we started a diamond drilling -
prog“}agn which is still in progress.

Before I will answer question 1 and question 2, I will

awvait clearance from our New York office, which mcn.dently
has been moved to:s 415 Chrysler Building.

Very truly yours,

OFF'C'SL l\:"—'é COPY | PERU MINING COMPANY
RECEIVEC. FEB 1 1960 / M)
DATE | INITIALS LuuE .
. : J Wo Faust
iy | M vy e Vice President /
’V/ V4 2 ”%1 gg@f Lz,.\
" i Lo e i
Fred M. Zeder II, President | %-,/ ¢ ){ . -UP\ v
- /! i ) S P_"\ 5
| — i A
| A j i
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/ . L j " 0. M. E

V - - ~ | RECEIVET JAN 25 1960

“BATE | INTiALE § wwiE

' : -7} qad vy
Building 20 - Federal Center 7| ey {goo ]
. Deaver 25, Colorsdo (L2 A A
Jamary 22, 1960 R e G

Xr. J. 7. Faust

Feru Mining Compeny -
Silver Clky, Wew Mexico

Be: Docket No. IMA 371X (Lead-Zinc-Copper)
Contract No. YAw-BGT

Dear ¥Wr. Passt: .

Receipt is sckuowledged of your letter of Jwmuary 19, 1960
in reply to, ut not supplying the informstion requested {n my letter
of Jumary 15, 1960,

Oar project filas were closed on the work provisions of the
contreact and related watter resolved as you state in your letter; however,
the provisions of Amspdment No. b 40 the contrmct, as further smended by
fmendments Wo's. 5, 6 and 7, establishes the Goverument's rights to per-
centage royalty on say production from the land Sescrided im Article 2
of the contrect form for a period of 17 years from thedate of the contract,
or until July 18, 19568 unless the totel smownt of Govermment comtribution
to the costs of the work is repsid prior to that date. ‘ :

: It is my beliaf that the information requested regarding the
current status of the property is in aceord with the provisions of the
contract, especially Article 15 of the eoutrmet form; tharefove, it will
s apprecisted if you will supply the information requested in my letter
:;Mcgsls, 1960 so that our records can be mede current to the close

year 1959, : . ‘

Wry truly yours,

Original signed by

:0 't W ’
. Esscutive Officer, OME
Field Teem, Region III

cc: Feru Mining Company
630 5th Avenue -
New York City, New Yo
JWT:1tm V"’?J
- ce: Chm. Op. Comm. (2)w/cpy Feust's
 Roy. Corres. BE6T )ltr. 1/19/60
Chron. Co
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MINE: HANOVER. N. M MILL: PERUKILL, R, M.

PERU MINING COMPANY

SILVER CITY. NEW MEXICO

January 19, 1960
umm? ‘;Ame N TERICR ’
pEPA o ’ )
thﬂl\ 1964 : Re: Docket No. IMA 371X (Lead-Zinc-Copper)
"éEGiON ADO . Contract No. I&m-E67 e ‘
1. OR P ini Compf: o i
DENVER €O &::r:;;lgigne‘;m ¥ OFFICIAL FILE COPY
Grant County, Nqw Mexico O- M. E.
"RECEWET JAN 25 1960
DATE | INITIALS | CYUE |
Mr. J. W. Townsend, Executive Officer, OME /-3 “ahﬂﬁi’.ﬁVﬂ(‘o _
Field Team, Region III _ R AR =
Building 20 - Federal Clenter . =1 oo |

Denver 25, Colorado

Dear Mr. Townsend:

Your letter of January 15th has been received.

On August 12, 1957, Mr. E. N. Harshman, Acting Executive Officer, wrote
me stating that the review of fiscal records indicated that we owed some $32.48.
This check was sent on August 19, 1957, our check number 1060. Theoretically,
this amount should have cleared your books as far as our account is concerned.
The letter from Mr. Harshman states that upon receipt of this amount of money
that your office would then be in a position to close your files on this account.
I assume that this has been done.,

If you will check your files on this contract, you will find that we went
through the necessary advertising procedure, etc. and finally submitted our bid
in the amount of $3,896.96 in the liquidation of the jointly owned equipment.
This bid was accepted by your Department, but our check was not sent because at
the time our company had a substantial credit balance due to payments that had
not been made by the Government. In my letter of March 28, 1957, we chose that
the matter of reimbursement to the Government be deferred pending the release
of Certificate and Report of Audit on this contract. This particular auwdit in-
cluded the $3,896,96 that we bid and showed that we owed the balance of §32.48

mentioned above. A

Due to the fact that our request_ for extension had been denied and due to
the fact that your files have been closed on this account, I am under the im-
pression that any further work, reports, etc., would have to be done under & new

contract.
Very truly yours,

PERU MINING COMPANY

oy !

. :;‘,: / o / ;o V 1[‘
s Wo f;usﬁ/ ’ .

JWF:F Vice President

ce: Mr. Fred M. Zeder, 1I, President

’
’

i
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0. M. E,
RECEIVET jAN 18 1960
| DATE | i L, LODET

- Bailding 20 « Mederal Ceater | '
Damver 25, Colorsdo "
Jmmary 15, 1960

%r. J. V. Peust

Feru Mining Compeny
Bilver City, New Msxico

Dear Mr. Feust:

wunmwmtmmammm
st Silver City, New Mexico are deing, or will be deweloped under a mewly

W,’o&ntmwwwm.
ﬁﬁu'Wﬁmmﬁﬁm:

(1) Is the land subordinated under Contrect IAm-B67 included in the
proposed development, Af 80, plesse advise the nsms wnder which the new
Joint venture will operate.

(2) Mes the lend subordineted under the DMEA Contract besn tramsferred
from Yeru Mining Company to the joint venture, if 30, pleese forward two
true copies or photostats oOf any tustrumsant that wes executed to effect the
1'.“““‘ .._”4 -

(§)Mdﬂummtamﬂ/drmumrmth
land during the period from Jwmamry ), 1959 to Decembder 31, 1959.

mwatmmmmmt& reguested informatiom will
be grestly appreciated. _

Vory truly youss,

JWT:1tn ' : Orfginal signed b
so: Chm. Op. Comm.(2):—— . OT&neisaree .
Roy. Corres. E67 J. W. Townsend

Chron. - . Ruscutive Officer, OME

ec: Feru Mining Company
630 5th Avenue

Pew York City, Wew York |
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UNITED STATES .. w3l
DEPARTMENT OF THE INTERIOR NESES
DEFENSE MINERALS EXPLORATION ADMINISTRATION . Er e

22l Few Customhouse (| L C 2

Denver 2, Colorado

Y August 23, 1957
Memorandum

To: Chairman, Operating Committee, DMEA

From: DMEA Field Team, Region III

Subject: Docket No. DMEA 371X (Lesd-Zinc), Contract No. Idm-E67,
Peru Mining Company (Grant County mine), Grant County,
New Mexico :

There follows information to supplement the Field Team's
final report, dated April 2, 1957.

The Operator has rendered & check in the amount of $32.48
as refund of overpayment. Therefore, we have today closed our files
on the subject project in conformance with the Audit Certificate
and Audit Report by the Contract Administration and Audit Divisien,
DMEA, dated July 12, 1957. ’

The acceptable exploration work completed under the contract
consisted of 1,801 feet of drifting end 912.5 feet of churn drilling,
at a total accepted cost of $75,805.22, toward which the Government
contributed 50%, or an amount of $37,902.61.

/ J¢ We Townsend
Alternate Acting Executive
: Officer
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‘ 224 New Custowhouse P oae

Deaver 2, Colorsdo .. <29

August 23, 1957

Nr. J. W. Peust, Gensral Menager
Box 309 o
Silver City, New Mexlico

Re: Doaket TMA-371X, {Lead-Zine-Copper)
Contract Idm-B67
Peru Mining
(Grent County mine
Grant Coumty, New Mexico

Dear Mr. Faust:

Your letter of August 20, 1957, has been recelved in
this offiee, together with Cozpeny Cheak No. 1060, ia the smount of
$32.13, paysble to Defense Minerals Exploretion Adninistretion, as
reisbursemsnt to the Government for overpayment on IMEA Gontract
I&m-BG7. We appreciate your proept sttention in the matter.

Yours very truly,

Original signed by
J. W. TOWNSIND
J« W, Townsend
Alternate Acting Executive Offioer
'INEA Field Team, Region YIIX

Corres.file, Reg. III
Chron





Denver 2, Coloredo

Auzust 23, 1957

Memoranitum

To!t . A. Christensen

From: = Altarnute Acting Eweoutive Officer, DNEA Field Toan,
: Region Ii1

Subjeet: Docket MA-37LX (lLead-Zine-Copper) Contrect l&m-Ei7
- Poru Kining Company (Grant County mine)
Orast Coonty, New Mexiec - Refund of Cverpayment
and Fins! Bettiemsnt of the Acoount

. Enclosed is Peru Mining Company's check No. 1060 im the
amount of $32.4J, uayedle to Defense Minerels Explorstion Administra-
tion, as refund u' overpaymsnt to the company by the GCovermment.

Also enclosed is a letter of transmittsal dated August 20, 1357, from

the Operator. : .

This oonstitutes finkl settlsmeut of the acoount whicn is

in acoordance with the Audit Certifieate and Audit Report by the
Coutract Administcation and Audit Division, deated Juiy 12, L/5/.

‘Dasis for Finel eitiement
Total Accepted Cogbs~w~-n-- ~.~'~~~~‘~w'~*~~~*~--~~¥~-'-'-~--~~*-»w$‘?5.805~@2
Government partici siion at 50 pereent-e--ccccsovav... weem 3{, @61
fotal Prior peyoe:iigee-v--- momnvecnannee-$37,935,.00
Refund of Overpayrentesce -ccccncmce. ~was 2.8
Het Payment to the C)retOrs-=-<-wev wemasicreslilann cans 37,902.61
m-m-‘;»ﬂrwﬂ«---a‘on ~~~~~~~~~~ - - uuwﬁsrﬂ‘¢-~”~1-§ 23.00
Englosure . v ’ ., Origlna ;s!gned by -
JOC s haty o ‘ J. W. TOWNSEND
ee: Cham. Op. Cones. {2)/&”-3 , - J. W. Tounsend
DMEA, Tueson , Jw/eopy of
Emarick : } Cper. letter

Coxres.file, s, TIT ; of 3/2/57
Final Report ¢i.w,
Chron
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MINE: HANOVER. N. M. . ‘ MILL: PERUMILL. N. M,
Hane .

PERU MINING COMPANY

SILVER CITY, NEW MEXICO
August 20, 1957

Re: Docket NO. IMEA 371X (Lead-Zinc)
Contract No. Idm-E67
Peru Mining Comp
(Grant County Mine
Grant County, New Mexico

Mr. E. N. Harshman, Acting Executive Officer

DMEA Field Team, Region III

22/, New Customhouse

Denver 2, Colorado

Dear Mr. Harshman:

Enclosed please find check in the amount of $32.48

which will close our records on this contract.
Very truly yours,
PERU MINING COMPANY

. W. Faust

General Manager

JWF:F

DMEA

-PARTMENT OF THE INTERIOR

AUG 2 2 1957

REGION I
DENVER, COLORADD
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_ DVMES l
2% Nev BETT a
Denver 2, Ceol S

M. J. ¥, Mt, cﬂw m:*

Feru Mining Company - ‘
PdOomm f i

4

315 & 5?1-;10;_;
Angust 18, 1957 8’& $EEF  Soo

B8ilver City, New Mexice T r R mm,

!

Me: Docket No. INEA 371X (Ledd-Zinc) |
. Contract No. Ydm~ )

Feru Mining
(arent County Il!b;
Grent County, Nev Mexico

Dear Mr. Faust:

Reference is made to your letter of March 28, 1957,
relative so liquideting the Goverrment's interest in the Jointly
owned property acquired under the Contract and final settlement
of the acosumt.

The Audit Certificats and Audit Report of allovable
coniraat expenditures by the Contract Administratien and Audit
Divisien, BMEA, dated July 1ft, 1957, which was approved for
release August 12, 1957, indicate tosal valid payment to your
Company of $37,902.62 Government comtriduticn to the costs of
work performed under the Contract.

' A reviev of fiscal recerds indisates that peyments

0 your Company to date amount to $37,955.09. The difference
mmmmsmummmwuwwcm
of §38.48. Therefors, we vill sgpreciste your rendering & check
in the sweunt of $32.48, made payable to the Defense Minerals
Bpleoration Administration, and forwarding it to this office;
wpon receipt of which we will then de fin & position to close our
files on this acoount. , .

Jwr:prl | Very truly yours,

. B i .
ce: Chamn. Op. Comm. - 2 E 1\; L et
IMRA/Pucson E. N, Harshuan
Baerick Acting Exscutive Officer
Townsend FPMRA Field Team, Region III
Corres. file
Chron. g

i
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IMEA Form 7 . . Date | Surname Code
(12-56) | 3 -2 | et B0
| TR ANA4 20

KAV IR7Y.

AUG -8 1957

Mr, Eonﬂm Tq Fm

DIES Auditor

22/, New Custenhouse Puilding
Denver 2, Coloredo

Re: Audit Report
Feru Itining Conpeny
Contract Mo, Ida-£67
Docket No. DifA=371X

Desr ir. Finchs

Your Audit Report end Certificate covering the ebove~
cited project ere cccepteble end nomal distribvtion may be

effected. |
Sincerely yours,
(Signed) J. L. Chambers
Contract Administration
end Audit Divieion
JIChambers/wb

August 7, 1957
Copy to: Docket

Admr, Reading File
Mr. Chambers

8623
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IMEA Form 7 . : . Date | Surnome

(12-56) \ 7171 C _a

Code
2220
%7 500

JUL 16 7957

W, Doneldd ¥, Pinch
T.E L fuditor :

224 New Custonhouse
Tenver 2, Colorcdo

Re:s Feru jdnine Coupeny
Contreet "o, Idn-F67
Tneket o, 7.7 «371X

{Leodeline-Copper)
Teer Ly, Finchs
- I rofor Go your letter of July 2, 1657, in repcyd to the

tbove~cited contrcet.,
I $hiak you hove veed good Judpment dn hendling this
~eage G I & in cecord with the deeirion nrdeo hy you ce reloted
in your letber.
Sincerely yours,

(Signed) J. L. Chambers

vey L. Chtibere, Director
Contraet /cduinistrution
end fudit Pivision

JLChambers/sma
July 16, 1957

Copy to: Docket/

Adnr. Reading File
Mr. Chambers

-~ /
L~

8623
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224 New Customhouse . B
, Denver 2, Colorado . %™ . 3 y
CATRMATL T Jume 17, 1957 U el Al
Memcrandum
To: T. M. Romelo KR o

ot
!
[l

!
, T o
From: 'mocumve officer, m Field Teen, Seglon| ;L

o

e (i

Subject: Docketl nm 371X (lLeed-Zinc) Contract Idm-E67, Peru
Mining Company (Grent County ninn) Grant County,
 Bev Mexico

An ona-sitc sudit of the subjest eccount hu been
scheduled %o begin Juae 26, 1957.

Pleasc arrange to meet Mr. Donald Pinch, DMEA Auditor,
in Silver City tiie evening of June 25, 1957. Mr. Finch plans
to drive down and will stop at the Clark Court on the east edys
of town on Highway 260, orummismmyatmcm,
he will stop at the Murray Hotel.

The propou‘ Mt and allcvabiuty or mllmbil:ltv
of sertain charpges was discuseed with the Washington office by
Mr. Pinch on & recent visit there. Pleesse give him all necessary
assistance and mpport -

Flease nclm‘owl.dac raceipt of the foregoing instructions.

Original signed by

W. H. KING
w. E‘ mm
JWT:Jy S »
cc: Chm. Op. Comm. (2) )
. Harshman
Finch - J/copy of Operater's
Townsend ) ltr. of 6-14-57

Corresp. E67
Chron.
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MING: RANOVIR. R. M.

.’

eﬂﬂ/%é MILL: PEBRUKILL, . (4.

( DMEA,
PERU MINING COMPANY

"PARTMENT QF THE INTERIOR

SILVER CITY, NEW MEXICO

Tame L, 1957 JUN 17 1857

REGION I
BENVER. COLORADO

Re: Docket No. DMEA 371X (Lead-Zinc
Contract No. Idm-E67
Peru Mining C
(Grant County Mine
Grant County, New Mexico

! m@fﬂ@%\& F3&b @\N”
Mr. W. H. Kin ;’ oW eEa
E:Bcutive Offfcer, DMEA RECEWCT juit % 1 ttjﬂ \
Field Team, Region III !
22/, New Customhouse
Denver 2, Colorado

//

i
!

LA N
x";l
a

Dear Mr. King: ! . ,,;%;
As per your letter of June 12th, 1957, we will ———r— ) '/:\’
expect an on-site audit of our contract No. Idm—Eé?ﬁWMr%% o | i

June 26’ 1957. ’ | Q o ) |

Very truly yours,

PERU MINING {OMPANY

Tauid
Je Wo Faust
General Manager





20h New Customhouse
. numrcr 2, Ceclorsdo

June 12, 1957
Mr. J. W, Faust, Censral Maneger

Peru Mining Company S Rt
Silver City, Nev Mexico T —

[
- —“,.__._‘ ‘a:‘mi"‘*'ﬁ».,
Re: Docket No. DMEA 371X (una.-im:%{ —,

Contract No. Idm-E67
Peru Nining

(Grent County mine)
Grant County, New Mexico

Dear Mr. Faust: |
" An on-site sudit of expenditures pertaining to Contract

%o. Idm-E67 has been tentatively scheduled to begin the merning of
June 26, 1957. |

Pla}ase‘ advise by return mail as to whather or not that
date vill Le saitlsfactory to begin the reviev of the acceunting
records by M. Donald T. Pinch, Auditor, Coutract Administration snd
Audit Divieion, DMEA.

Very truly your-s,

W. H. KING
w. H, King
: . Exscutive Officer, IMRA
JWT:prl Field Team, Region III

ce: Chmn.Op.Comm.-2
Donald T. Finch
Harshme:
Emarick
DMEA/Tucson
Tovnsend
Corres.file
Chron.





IMEA fom 7 N . .

(12-56) ™~
f OFFICIAL FILE COPY
| Date Surname . Code
o KeE G 226
MAY 281957 STttt 57,7
. 17 ¢
Mr. Dooald T, Fineh
DMEA Avditor
224 Now Custoshouse Building

Denver 2, Coloredo

Res Peru Mining Company
Docket No, DMA-3TL
Contraet No. I&I—EW

Deer My, Finch:

I have besn rather negligent in replying to your letter
of April 10, 1957, in regeaxd o the szbove-cited project.

It 1s my recollestion, howaver, that we telked this metter
over and that we agresd that mo explorstion work after the termine
tion of the cantract could be recognised by the Government for
participation in coste. It is my further understanding that the
Government would participste in the exploretion oosts of all work
performed while the project was in setive stetus provided that such
work met the specificatlons of the contraet or was =0 oorrected at
the expense of the company befors engineers! final report. In other
words, if 797 feet of the cinumed drill hole was performed before
the expiration of the oontreet, but psrt of 1t d1d not meet the
specifications thereof, if the compeny lster enlarged or yedrilled
& part of the hole prior to engineers' final veport and atite evn
expanse, the entire 77 feet oould be sccepted, No part of the hole,
however, mﬁbacummwmtummmmmm
termination of the contrect. J

Are we in sgreement?
Sincerely yours,

(Signed) J, L, Chambars

Jay L. Chambers, Director
Contract Adninistration
' and Avdit Division
JLChambers/ub
May 28, 1957

Copy to: Docket -

Admr, Readifjig File
Mr. Chambers

8623





204 New emtmhoun
Denver 2, Colorsdo

April 10, 1957

Mr. J. L. Chlnborc, ‘Chief '

Contract Administration and Audit Mvision
Defense Minerals Explorstion Administration
W‘Ohinston 25’ Do et . .

Re: Peru Mining Compeny
: Docket Mo. DMA-3T1
(1esd-2ino~Copper)

Dur Mr. Chuhcrs._'

Contract No. Idm-EST

Please refer to your lottor April 8, 1957, concerning final sudit

of the subject prodcct.

The mount of accepted costs rccomndﬁa by the Pield Team in its
memorandum dated April 2, 1957, is composed of the following compononts:

Acaepted costs per sudit report dated March 20, 1953
covering period ending December 31, 1952

Add:
" Project oosts for pcrioa Jmuury 1, 1953 to
January 25, 1953 (Subject to ﬁnul eudit)

Reinstatement of 797.5 n. Churn Drill Hole
@ $10.50 (squam by audit)

Reinstatemsnt of 115 P¢. Chwrn Drill Hole

@ $10.50 (Disallowed Ly Certifying Officer
November, 1952 and 1nc1w¢ in disallowence .
of $16,927. 1&2) ,

Total por ricld 'I‘ea.m Memorandum April 2, 1957

$67,399.58
2,721.35

8,373.75

1,207.50
$79,702.18

Shox'tly before Mr. Traver's death we had a usmucn of the re-
instatement items cutlined sbove. His position, ss I understocd it, wes

that the original purpose of the churn drill hole wvas to provide ventilationm,

and sinee the Operator hed completed the hole in such & manner as to fulfill

its original purpose, the maximm allowable cost of $10.50 per foot under the

provisions of the mrowd subcontract should bc mm& At that time I





_— 414 net express an opinion because I had not reviewed the files, and further,
g I felt the matter was one for Engineering and Adainistrative decision. After

an office reviev of the matter, I still feel the matter is priw'iw an ed-
minigtretive )roblem fbr the folloving reasons: _

1. ™w po,jcct contract vas texrminated uxuhr the provisions of
Jasndment No. 7mmmmmwumm
wrk by Ilovmvr 1, 195%5.

8. Mmrd:ing to ﬁu Operator's finel enginsering amd geologic
report dated March 88, 1957, the churm &rill hole was not

m& as sn etrumw means of ventilstion until Merch
; 3 d £ S .

numummmmmemmnnon complated
arter the effective 1ife of the contract and too late t0 e of any apparent
benefit to the exploration project, might have soms bommg on an administre~
tive decision ooncomins the u«pubuny of the item.

1 bhave Msmt tn m«nitc sudit of the Operstor's project opere~
tions for Jamuary, 1953, will be mandstory beceuse documentation has been
waived. This on-site sudit is tentatively schednled in Nay, immediately af-
ter my return from the scheduled couference ad Washington. PRarlier schedul-
ing has not aypeared fessidle because of the extremsly inelemgnt rosd con-
ditions existing thi. 8pring in the ares between Demver and sum- City.

I Ml appuohtc your uuuuins this problem vith me while I
sa in Washington.

Mmly,

//
Ponaid ‘F"ﬁmh, Auditor






N\ ' ) OFFICIAL FILE COPY
N . . .Date | Surname Code
p . y-g 7 o0
;1 ¢ |220]
- |97 | =504
' a/’u " 8 e 1957 .
M, Donadd T, Finch ’ AIR MAIL
DMEA Auvditor o 4h
22/, Rew Customhouse Bullding
Denvey 2, Colorade

Rey Peru Mining Company
Docket Ko, DMA-371
Contreoct Ko, YduE67

Dear Mr. Finchy

It wonld seéem to me that the time has come to make a finsl
a0dit of the Feru Mining Compeny, oontract cited abeve, and to make &
deternination on &t leat one wvery importent part of the work., Acoexd-
ing to our records the Certifying Officer suspended approxinately
$17,000,00 worth of oclaims, most of this, if mot all of it, related
to the ventilation drill hole of come 900 fest. I believe the
sion vag firct ucde because the drsll hole Cidn't bottom at required
size, Information now indicetes thet the botiam of the drill hols his
baen enlerged end that the company har extended 2 crossout to commsct
with the venrtilation hole, The Veshinpton office would 13ke tu have
this project andited for flna) settlement not later than the leet of
May, For this resson I thought IV wee felr 40 all concermed to pet
your ifess or vhether the suspention of the cort of the drill Inles
should eomstitute e disallovence oy whother you have arrived at the
1den thet the coot of it should be shured by the Govermment.

One yetson this cueetion 4s posed to you 4s the faot that
sppexrently the Pleld Temm recormends payment, sccording to their memoe
randum of April 2, 1957, to the Opereting Committee.

T ¢hell be glad to hesr from you on this metter giving me
full dineusalon of your viewpoint sz to the asceplance of thie
particular item.

Sircerely yours,
(Signed) J. L, Chambers

Jay L, Chanbeys, Chief"
Contrect Adninistyation
’ I and Avdit Divigion
EDTalbert/JLChambers /ub

April 8, 1957 . ,

Copy to: Docket ~ -
Admr. Reading File
Mr. Chambers

8623





UNITED STATES
‘ FFICIAL FILE COPY.
Wy . DEPARTMENT OF THE INTE Olg DMEA

DEFENSE MINERALS EXPLORATION ADMINISTR QECEWED APR 4 ]957

224 New Customhouse o e
Denver 2, Colorado o H. Nivie-o | CODE

———

C.  laao0
April 2, 1957 /g" o4 200

i

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

A

Subject: Docket No. DMEA 371X (Lead-Zinc), Contract No. Idm-E67,
Peru Mining Company (Grant County mine), Grant County,
New Mexico -~ FINAL REPORT

Enclosed are the following final reports pertaining to
operations under the subject Contract:

l. Original and one copy of the Operator's final
report.

2. Original and three copies of a joint final engi-
neering and geologic report, dated February 21,
1957, by W. L. Emerick, Geologist, Geological
Survey, and T. M. Romslo, Mining Engineer, Bureau
of Mines,

The Contract was terminated under the provisions of
Amendment No. L4, as amended, in turn, by Amendments Nos. 5, 6,
and 7, since work was not resumed by the Operator on or before
November 1, 1955. The Government denied the Operator's request
for a further extension of the date fixed for the end of the sus-
pension of operations.

Final payment to the Operator is deferred pending
release of a Certificate and Report of Audit by the Contract
Administration and Audit Division, DMEA.

1 feet of drifting and 912.5 feet of churn drilling, at a total
ost of $79,702.18 tentatively accepted, but subject to deduction
of liquidation of the Government's interest in jointly owned pro-
perty acquired under the Contract and final audit of the Operator's
accounts. Under the provisions of the Contract, the Government
will contribute 50% of the total accepted cost.

F The acceptable exploration work completed consisted of
C






Repayment of the amount of the Government's contribution
to the cost of the exploration work is established under the pro-
visions of Amendment No. 7, actual Certification under the provisions

of the Contract being waived.

o

5 + We Townsend
Alternate Acting Bxecutive Officer

Enclosures
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REOBIVET ¢ & 59:)7
L BATE | e - Goo=
22h New Customhouse | | i |
. Denver 2, Colorado *“"‘“""”‘; o 5 L ‘
o B IR S N 2
o ' -y
Tos T. H. Brading ) !
From: Altermto Acting Exscutive orf:lcor,& eam,

Region II1X

Subject: Docket No. DMEA 371X (Lead-Zinc), Coutrsct No. Idm-

E67, Peru Mining Company (Orant County mine), arant
County » New Nexico

The éub.jcct Contract was terminated under the pro-

visions of Amendment No. 4, as smended, in turn, by Amendments
Wos. 5, 6, and 7, since work was not resumed by the Operator
on or before Rovember 1, 1955. -

Al; work was completed on an actual cost basis.

| The basis for liquidating the Government's interest

in the jointly owned property acquired under the Contract has .
been approved and the Opsrator has rendered a final enginsering
and geologic report as required by the Contract. Therefore,
final ssttlement of the sccount is in order, contingent upon
release to this office of Certificate and Report of Audit by the
Contraat Adminittmtion aud Audit Division.

Fom NF-10L, o;mtor's Nonthly Report. and Voucher,'

for the month of Jamxary, 1953, constitutes the final accounting
report to. ‘ne subuittcd by the Operator.

JwT: prl

aes

Original signed by
J. W. TCWNSENU
: : -J. W, Tovnsend
Eiairaas, op. Coma, m o
Baxrshman
Townsend

Corres. ﬁlc -
Chrom o





MINE: HANOVER, N. M. MiLL: PERUHILL, N. M,

OFFICIAL FILE GOPYPERU MINING COMPANY

DMEA SILVER CITY. NEW MEXICO

RECEWED APR 4 1957 March 28, 1957
TDATE | INithwo TORE

Re: Docket DMEA 371-X (Lead-Zinc)
Contract Idm-E67 L
Peru Mining Company
(Grant County Mine)

Grant County, New Mexico

DMEA

Mr. W. M. Traver, Executive Officer DEPARTMENT, OF THE INTERIGR
DMEA Field Team, Region III S ERIOR
22/, New Customhouse o APR1- 1957
Denver 2, Colorado REGION IIf

DENVER:; COEORADD
Dear Mr. Traver:

Final engineering and geological report:

The Grant County Mine is situated in the Central Mining District of New Mexico.
Immediately West is the Pewabic Mine and immediately Southek&st is the Kearney Mine.
Both of these mines have been operated successfully for years by the Peru Mining
Company. Most of the ore in these mines is found in the Mississippian Limestone

just under the Pennsylvanian Parting Shale. This limestone is called the Hanover or
Crinoidal Limestone. For a number of years the possibilities of zinc ore bodies in
the Hanover Limestone, under the Grant County Mine, have been discussed. Prospect-
ing the Hanover under the Grant County Mine had been delayed because of its depth
below the surface. : .

In 1929 some short hole diamond drilling was done in the upper limestones, but
not until 1935-36 did the drilling penetrate to the depth necessary to prospect the
Hanover Limestone. In 1939 more shallow drilling was done, opening up a small amount
of ore, part of which has been mined out prior to the starting of this contract. In
1951 four deep holes from the surface and two from underground were drilled. This in-
formation was enough to create an active interest and finally on July 18, 1951 the
Government participation contract was signed. The first work started July 23rd, 1951.
This consisted of a drift from the Kearney Mine workings on the 625 Level. The plan
was to drive this drift East until it intersected the Grant County dike which is the
mineralizer for this area, then drive North along the dike to an area under the old

workings.

Under this contract, 1,895 feet of drifting and cross cutting was done and a
twelve inch ventilation churn drill hole was completed to 9124 feet. The Government
paid roughly half of the cost of drifting and a portion of the cost of the churn drill
hole. The actual cost of this churn drill hole was $38,229.17, of which the Govern-
ment only allowed $16,927.42. The cost of this churn drill hole was far greater than






Mr., W. M. Traver, Executive Officer -2- March 28, 1957

was originally estimated. At first no contractor was even interested in drilling
this hole. The local contractors did not want the contract because of the nature

of the rock and the larger contractors did not want to bid because of the rela-
tively low footage involved. A contractor was finally induced to do the work but
was unable to finish the hole. A second contractor was obtained in 1956 and finally
finished the hole to the 625 level, maintaining a twelve inch diameter hole. Con-
nection to this hole was made March 24, 1956, and (at 1211.3N, 2432.0E) was the

final work on this project. ~—

Comons o

The drift started out in the Mississippian Lower Blue Limestone and soon entered
the Mississippian Hanover (Crinoidal) Limestone. Little or no alteration was ob-
served either at the contact between.the limestones or along fractures that were cut
by the drift. Occasionally small amounts of iron stain or manganese stain were ob-
served. Two short diamond drill holes were drilled upward along the strongest of
these fractures but only a small amount of garnet and other silicates was encountered
at the contact of the Hanover Limestone and the Pennsylvanian Parting Shale, under
which most of the ore bodies can be expected to be found.

The total cost of this project was $112,146.56. This includes the extra cost
of the churn drill hole, the cross cut to the churn drill hole on the 625 Level and
the cost of the two short diamond drill holes. Of this amount the Government has
allowed $79,702.18 (from your letter of July 12, 1956) subject to the final audit.
The total drift advance footage on this project was 1,895.0 feet.

Feet Actual Per Allowed Per
Advance Cost Foot Cost Foot

(1) Advance thru Dec. 31, 1952 1,715.0 $67,496.39 $39.36 $67,399.58 $39.30

(2) Advance Jan. 1 - Jan. 31, 1953 86.0 .-2,721.35 3l.64 - 2,721.35 (3) 31.64

(3) Advance Mar. 1 - Mar. 24, 1956__ 94.0 __2,820.00 _30.00 __2,820.00 (3)_30.00
(Crosscut to connect to churn

(drill Hole) 1,895.00 $73,037.74 $38.54 $72,940.93 (3)$38.49
(1) Churn Drill Hole 912.5 '38,229.17 41.89 ‘16,927.42 18.55
(2) Two Diamond Drill Holes 241.0 879.65 3.65 879.65 3.65
, $39,108.82 $17,807.07 (3) |

Grand Total $112,146.56 $90,748..00

(1) From Auditors Report
(2) From your letter of July 12, 1956
(3) Not as yet checked by auditor or finance officer

You will note that the total allowed cost (subject to audit) is only @?0,7h8.00
while the actual cost was $112,146.56. A major portion of this difference is in the
cost of the churn drill hole. This churn drill hole, along with the balance of the





,

v

Mr. We M. Traver, Execuéive Officer (3) March 28, 1957

work done under this contract, was done as economically as possible under the

circumstances and so I urge that every consideration be given in allowing more of
this excess in cost.

We are very sorry that this project could not be completed because of the

economic situation. The present price of zinc just does not allow the expending of
our limited resources in long range development.

Very truly yours,
PERU MINING COMPANY

: 7 ‘/2 Al Z

) Je WQ Faust
General Manager

JWFsF





Type: Diamond

Bit; BEX

Coordinates
N 1628.5 E. 2941.0 Elev. 5952.5

DRILL HOLE LOG

Area: 625-1G Date Start: May 8, 1956 No. A-361
Date Stop: May 14, 1956

Bear. N 57E Inc. # 72°
From To Inter- Recov- Character Remarks
val ery ‘ :
0 111 111 103 White crystalline limestone Hanover Limeston
111 127 16 53 Highly altered by garnet, epidote and
silicates. Iron stained Parting Shale?
127 130 3 1 Highly altered gouge. Epidote and
Calcite :
130 136 6 L3 White sill.

Some epidote along contact

Bottom @ 136 feet.

2 DMEA 5]
pECEVES i 4 193]
1” v f?Q“?

Logged By: Robert F. Greene

S5ill





DRILL HOLE LOG

Type: Dimond Bit: EX Area: 625-1G  Date Start: May 3, 1956 No. A-360
‘ Date Stop: May 8, 1956
Coordinates:. , °
N 1642.5 B 2972.0 Elev. 5952.5 Bear. N 60 E Inc. ¥ 69 - 15

Inter- Recov-

From To val ery ~ Character Remarks

0 544 54 52 - White crystalline limestone. Chert in places.  Hanover

o , ’ , Limestone
5&% 62 ll% 1. Water course - Hematite, limonite and silicates
(fault) |

62 693 T4 L White crystalline limestone. Core broken @ 65

692 170 3 m Water course. Hematite, limonite and silicates

70 80 10 10 . White erystalline limestone

80 87 7 a Garnet, salite, silicates, shines of Zn S.,

: epidote
g7 100 13 5 Black shale. Lightly altered Parting
_ v Shale

100 105 5 - osil (Whit.e)

Bottom at 105?

Logged By: Robert F. Greene
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A
‘ . : A 7 \‘ .~ IN'REPLY REFER TO:
UNITED STATES v \
DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY
Box 4126 University Station RS R
Tucson, Arizona Ve S
OMER | (ewod | February 21, 1957
- T .
ATMBN“'ﬂ
geiit 051
° €8 25 \"_, Memorandum
LooN T =D

ey S Y W. M. Traver, Executive Officer, DMEA Field Team, Region III

A e
¢ .

From: W. L. Emerick
T. M. Romslo V4 /
Through: E. N. Harshmam z ///

W. R. Stoms;\/?{/ /«m s

Subject: Docket DMEA-371X (Lead-Zinc-Copper), Contract No. Idm-E67T,
Peru Mining Company (Grant County Mine)
Grant County, New Mexico
Enclosed are the original and 8 copies of joint final
report on the above docket by T. M. Romslo, U. S. Bureau of
Mines, and W. L. Emerick, U. S. Geological Survey.
W. L. Emerick
U. S. geological Survey

T. M. Romslo
U. S. Bureau of Mines

WLE :ms
cc. Traver (8) FiLE oopy_d
Herst OFFICIII;LM ELA
Btorms
King RECEIVED APR 4 195]“
Emerick DATE | WNitines | COPE
|20}
0 i
- Reviewed bY 27 d

DMEA OPERATING COVMITTEE

H 95717 e

(date) ; i!






UNITED STATES
DEPARTMENT OF THE INTERIOR
FRED A. SEATON, SECRETARY
DEFENSE MINERALS EXPLORATION ADMINISTRATION

FINAL REPORT BY FIELD TEAM
REGION III

DMA-371X (LEAD-ZINC-COPPER) CONTRACT Idm-E6T

PERU MINING COMPANY
GRANT COUNTY MINE

GRANT COUNTY, NEW MEXICO

B

|
\ T ORFICIAL AL FlLE COBY \:

DMEA
@E@EWF'@ ﬁxm A “\%] |

R . @(@b
BATE |

lnt =

W. L. Emerick, Geologist
U. S. Geological Survey

T. M. Romslo, Mining Engineer
U. S. Bureau of Mines
- Revie‘@.’ea ?

pYEA OPERATING OV

February 21, 1957 _wﬂi,:j:fwz‘—w

(eate).






Summary and Recommendations

The propésed exploration project at the Grant County mine
of the Peru Mining Company, Grant County, New Mexico, had the objec-
tive of determining the ore content of the Hanover and Middle Blue
limestones by making a new mine 550 to 800 feet below existing work-
ings. The Peru Mining €ompany applied for Government aid, as author-
ized by the Defense Production Act of 1950, to explore and develop
‘the Grant cbunty mine. The application, docketed as DMA-371X, was
amended to include only proposed explorations costing an estimated
$225,000.00. Investigations that followed indicated that the pro-
posed explorations could be expected to encounter significant re-
serves of zinc ore, and contract Idm-E6T was executed. Exploratory
work authorized by the contract comprised 4,000 feet of drifting
from the company's adjacent Kearney mine, 7,600 feet of surface and
underground diamond drilling, and 1,500 feet of churn drilling.

Work under the contract was started July 26, 1951, but»only
a small part og?}t had been completed when the contract was termi-
nated December 18, }956: The total acceptable costs of the project
had not been determined at this writing.

Inasmuch as the exploration program with Government assist-
ance was terminated before the proposed target and anticipated ore bodies
were reached, the conclusions offered by the original examiners should

1/
still be valid. Hernon states in his Summary and Conclusion that:

1/ Hernon, R. M., Field examination report, 1951, p. 9.





"The localizing factors that have made ore in the developed
part of the Grant County mine are known to persist or are likely
to persist to the depths of the most favorable limestones. Mini-
mum expectable tonnages of ore to be indicated by the proposed
and existing exploration program is estimated as of the order
of several tens of thousands of tons. The total potential ore
is estimated at between 200,000 and 500,000 tons. Grade of ore
is expected to range between 5 and 12 percent zinc. Grade of
old production from the Grant County mine has averaged 9.4k
percent zinc which is the best information available on prob=
able average grade of ore in depth.

"The Grant County mine is regarded as one of the better
prospects in the Southwest for development of moderate tonnages
of comparatively low grade zinc ore."

It can probably be presumed in this final report that the
above conclusions are still valid pending any future exploration in-
formation. Also, it is probable that under any future favorable rise
in the price of zinc, the company will resume exploration along the
lines and in the same direction proposed by the presently terminated
DMEA project. ‘

Based on the potential possibilities involved in any future
exploration into the area expected to have been reached under contract
Idm-E67, it is recommended that either a specific or a qualified cer-

M .
tification of discovery be made. Further exploration in the future,
either with or without Govermment assistance, appears warranted for
this property under the existing favorable geologic probabilities of
discovering significant amounts of ore. Any recommendation in regard
to future Govermnment exploration assistance should probably be contin-
gent upon the company's willingness to prosecute project work to com-

pletion without qualifications.
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INTRODUCTION

Late in 1950 the Peru Mining Co. applied for Government aid,
as authorized by the Defense Production Act of 1950, to explore and
develop the Grant County Mine in Grant County, New Mexico. The ap-
plication, docketed as DMA-371X, was amended to inciude only proposed
explorations costing an estimated $225,000.00.

Investigations that folloﬁed indicated that the proposed ex-
plorations could be expected to encounter significant reserves of zinc
ore. As a result of the findings the company's request was granted
and contract Idm-E67 for exploration costing an estimated total of
$225,000.00 was duly executed. Exploratory work authorized by the
contract comprised 4,000 feet of drifting from the company's adjacent
Kearney mine, 7,600 feet of surface and underground diamond drilling,
and 1,500 feet of churn drilling.

Work under the contract was started July 26, 1951, but only
a small part of it had been completed when the contract was terminated

December 18, 1956.

Lf?ATION, TOPOGRAPHY AND PHYSICAI, FEATURES
1
John N, Soulé states:

"The Grant County mine is situated in adjoining secs.
22 and 23, T. 17 S., R. 12 W., in the Central Mining District,
Grant County, New Mexico. The property is east of Hanover, and
north of Santa Rita, New Mexico, and can easily be reached after
local inquiry (see Fig. 1).

"The mine is situated on the south end of a small range
of mountains that extends southerly from Fierro, New Mexico,
almost to Santa Rita. The elevation of the mine is about 7,000

feet. The surface topography is not rugged although some slopes
may be steep.

1/ Sould, J. N., Field examination report, 1951, pp. 1-2.
1
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"Vegetation consists of mountain cedar, pinon pine, cactus,
range grass, and various shrubs. There are no permanent streams
in the area. Some water is pumped from various mines in the
district, but the elevation of the water table in the Grant
County mine is unknown.

"Precipitation averages about 18 inches per year, largely
as summer thunder showers. Winter snows usually are not severe
so the weather hampers underground mining but little. Tempera-
tures range from 95 degrees in the summer to below zero in the
winter, but extreme weather is not prolonged.

"The mine is located in an established mining district and

labor, housing, equipment and supplies readily are available
unless unusual future conditions should prevail."

HISTORY AND PRODUCTION

A small production of ore from the Grant County mine was made,
probably from interhittent operation, before it was acquired by the
Peru Mining Company in 1928.

Initial operations of the mine by the company were during
1928 to 1930, when 53,279 tons of 9.37 pércent zine éfe was produced
and 16 diamond drill holes were driven from the surface for a total
of 2,357 feet. In 1935 and 1936 one of the holes was deepened 222
feet and 2 surface holes were drilled for a total of 300 feet. Dia-
mond drilling was again done during 1939 when 3 holes were drilled
from both the surface and underground for a total of 1,328 feet. The
next period of activity was from 1942 through 1947 when sporadic
production totalled 6,216 tons of ore containing 6.95 percent zinc.
Other work during this period consisted of 590 feet of drifting,
100 feet of crosscutting and 50 feet of raising. Subsequent opera-

tions, other than the exploratory project described in this report,
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were confined to the diamond drilling of 6 surface and 4 underground

holes for a total of 5,530 feet during 1951.
Total production during the 2 periods of operation by the
Peru Mining Company is 59,495 tons averaging 9.4l percent zinc.

f}TENT AND OWNERSHIP OF PROPERTY
o ,
John N. Soulé reported;

"The Peru Mining Co., and its subsidiary, the New Mexico
Consolidated Mining Co., own a block of nearly 50 mining claims
adjoining the property of the Chino Mines Division of the Kenne-
cott Copper Corp. There are three mines, the Pewabic, Kearney
and the Grant_County, in this block. All have produced. zinc
ores. The Pewabic and Kearney now are producing and are among
the important zinc producers of the district.”

Claims of the project area are shown on figure 2,

GEOLOGY
Introduction
In 1951, R. M. Hernon, of thé U,AS. Geological Survey, and
J. He Sould, of the U. S. Bureau of Mines, examined the property for
DMEA and submitted a joint report. In April 1956, L. Bryner, of the
U. S. Geological Survey, mappedlthe'geology on the 625-level drift
that was griven with DMEA funds. W. L. Emerick visited the 625-foot
level in January, 1957, and found the geology essentially as mapped by
Bryner. No additional work under the DMEA program was initiated or
completed subsequent to Bryner's visit to the property. Pertinent geo-
logic data from the previous examination reports was drawn upon freely
or transferred verbatim in the compilation of this final report, and

the geologic conclusions, if any, are based upon the earlier reports

2/ soulé, J. N., Field examination report, 1951, p. 3.
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The sedimentary ropks are cut by a set of steeply-dipping pre=-
ore granodiorite dikes that strike northeast (Fig. 3). These pre-ore
dikes are arranged in segments en echelon forward to the left and in the
area of mine exploration there appears to be at least two of these seg-
ments. Elsewhere in the Grant County mine known ore bodies occur along
one or both walls of the pre-ore dikes. Intrusion of the dikes altered
the limestones in many places to silicates with local sulphide ore bodies.
Gossans are believed to indicate the presence of former probable ore bodies.
Pre-ore dikes show variable alteration to chlorite, epidote, other sili~
cate minerals and pyrite.

Post-ore dikes of latitic composition, commonly striking at an
acute angle to the strike of the pre-ore dikes, cut both the sediments and
the pre-ore dikes. The post-ore dikes were intruded along or near north-

east fractures and minor faults, some of which are known to be pre-ore in

age.

Structure

The sedimentary rocks of the Silver City-Hanover region form
a8 large shallow structﬁral syncline on which numerous smaller structures
are superimposed; one of these smaller structures being the anticlinal
uplift localized around the Hanover granodiorite intrusive. The Grant
County mine lies on tﬁe eastern flank of this anticline where the beds,
in general, dip from 10 to 20 degrees southeast.

Faults and fissures in the district are characterized by north-
east and northwest strike directions developed before ore deposition. The
northeast system is dominant over the district and in the Grant County

mine area. Intensity of fracturing and fawlting in the Grant County mine

is mild if compared to the central part of the district.
6
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In places there was post-ore reopening along the fractures and
fissures. Reopening of fractures intruded by dikes may be restricted to
certain segments subjected to movement along acute angle intersecting
fracture belts. There is commonly pre-ore reopening along or in the

dikes and more or less parallel to their walls.

Ore shoots and localization
' Replacement type ore shoots in the Central mining district are
elongated to irregular masses with cross sections varying from flat-
tabular through roughly equidimensional to high narrow forms. These
types may show wedge-shaped extensions at the top controlled by the
bedding and steep cross-cutting structure. The size of ore shoots may
range from a few hundred tons to several hundred thousand tons.

The ore minerals are sphalerite and usually small amounts of
galena and chalcopyrite. Gangue minerals include garnet, salite, epidote,
chlorite, quartz, ilvaite, altered host rock minerals, pyfite, and cal-
cite. Aluminous host rocks are commonly alteréd to ebidote, chlorite,
and sericite. Other gangue minerals are known in addition to those
mentioned.

The exploited ore shooﬁs of the Grant County mine are all
situated in beds of the Syrena formation along and close to the Grant
County dikes. The vertical dimension of- the ore shoots is much greater
then the horizontal thickness. Pinches and swells in the ore shoots
correspond to local structural conditions‘ahd to the composition of
sedimentary layers. Better ore and ore widths occur in the limestone

beds, whereas ore in the shaly beds is thin, low grade, or waste.

(f
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The mined ore shoots in the Grant County mine are localized
by reopening along the walls of the Grant County dike. Relative con-
centrations of northeast fissures occur in the viecinity of the Grant
County mine, and although many of the fractures are not known to be pre-
ore, many such may show mineralization somewhere on the strike. Projec-
tion of these fissure zones to the Grant County dike coincide rather
closely with mined ore shoots and some of the surface gossans. Not all
of the fissures show mineralization, but the general interpretation is
that the pre-ore fissures constitute an important localizing factor for
ore.

On the surface within the Grant County dike and in the host
rock there is some pre-ore reopening parallel to the walls of the dike.
This may be reopening that follows the dike for long distances, or may
be largely restricted to the segments of dike intersected by stronger
than normal fissuring of the northeast set, or it may be stronger than
average within such segments of intersection.

The vertical position of the known ore shoots appears to be
a direct result of the composition of beds with possibly some bedding
adjustment effects.

625 level

The 625 level drift (Figure 4) was driven on a bearing that
almost parallels the strike of the Mississippian Hanover limestone
and the underlying Lower Blue limestone. Strike of the limestones is
northeast with low dips ranging from 5° to 10° soutﬁeast. A normal

fault sbout midway in the drift brings the top of the Lower Blue limestone

8
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into the lower part of the drift southwest of the fault. Strike of
the fault is about N.19°E., with a dip of about 85° to the southeast.
Northeast of the fault the drift is in the favorasble Hanover limestone.
Displacement on the fault amounts to several feet.

Two sets of fractures, or joints, appear to be present in the
limestone formations. A northwest trending set dips about 85 degrees
either to the northeast or southwest; a northeast trending set has dips
ranging from about 65° southeast to vertical. The northeast set of
fractures appears to be the dominant set. Most of the fractures are
iron-stained or contain a zone or filling of iron oxides. These iron
oxide fillings in the fractures range from 1 inch to 1 foot in thickness.

- A zone of tactite, containing small lenses of pyrite and
chalcopyrite and between 250 and 300 feet wide, occurs near the southwest
end of the 625-level drift (Fig. 4) in the Lower Blue limestone. This
is the only alteration of the limestones noted in the drift. There was
no zinc mineralization found in either the Lower Blue or Hanover lime=-
stones of the drift as far as it was driven.

The 625-level drift was driven, however, less than halfway
to its proposed objective of probable ore areas in the Hanover limestone
further to the northeast between coordinates 2000 and 4000 north (Fig. 2).

During one‘of the final contract recess periods in May 1956,
two diamond drill holes, Nc;s. A-360 and A-361 (Fig. 4) were drilled with-
out Government assistance. Hole A-360 was drilled on a bearing of N.60°E.,

inelination +69°15‘, to hit an area of intersection between the Parting





-shale and some pre-ore dikes. Before reaching the shale the hole
passed through seven feet of mineralized ground containing some spots
of low grade zinc. Hole A-361 was drilled on a bearing of N. 57° E.,
inelination +72°, and it encountered iron-stained and highly altered
gouge material, epidote, and calcite before reaching the Parting
shale. No zinc mineralization was found in the hole.

In any resumption of exploration in the future, either with
or without Government aid, the company would very likely extend the 625-

drift to the objective originally proposed in the Hanover limestone.

ORE RESERVES
In Developed Area

Measured and indicated ore reserves were all within the
Syrena formation in the existing area of development. These reserves
had no direct bearing on the proposed exploration program, inasmuch as
the new program was predicated on the hope of making a new mine requir-
ing entirely new development 550 to 800 feet below existing workings.

Measured ore reserves were so smell that they were included
with the indicated reserves. Jerry W. Faust, General Manager for the
Peru Mining Co., Hanover, New Mexico, estimated reserves in the exist-
ing workings which were believed to be a fair and probably conservative
estimate of ore tonnages. The estimated blocks of reserves are shown

on the accompanying longitudinal projection (Fig. 5).
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Grade in zinc (discounted 30%
by Mr. Faust)

Indicated ore 9,300 tons 6.32%
Inferred ore 5,250 tons 6.29%
The tonnage of inferred ore near the existing workings was

estimated at not less than 15,000 tons.

In Exploration Area - Inferred ore

Exploration of the area 550 to 800 feet below existing work-
ings was in progress at the time the initial field exeamination was made
in 1951. At that time the exploration drilling had determined the ele-
vation of the favorable lower limestones (Hanover and Middle Blue), the
position of the pre-ore dikes, and had penetrated ore-type mineraliza-
tion. Inasmuch as there was no development in the area 550 to 800 feet
below the existing workings, all estimates of ore reserves were in the
inferred class. There is no known reason why the pre-ore fissuring
known in the old upper mine should not persist in depth. In the dis-
trict ore in higher limestone members is commonly over ore in lower
members.

A discussion of the estimate of inferred ore in the Hanover
and Middle Blue limestones was necessary since these were primarily the
two limestones to be explored by the proposed program. The penetrations
of ore-type material and other data are summarized in the longitudinal
projection (Fig. 5) and the two cross sections (Figs. 6 and T7) accom-

panying the report and in the following paragraphs.

1l





Known ore, strong'gossané, and penetrations of ore-type

material by diasmond drill holes were distributed over a horizontal

distance of asbout 2000 feet and a vertical distance of about 1000

feet as shown on the longitudinal projection (Fig. 5). Penetrations

of mineralization in depth summarize as follows:

Feet of %
Horizon Penetration Zine

Dike & side

Upper Blue

1 ”n

® "

Middle Blue

n 1®

Hanover
limestone

1.5

k.0

10.0

4.0

55
k.0

Shines¥* East-west

8.5  East-west

Shines BEast-east

side

side

side

Shines Between dikes

3.2 . West-west
3.8

, Eastewest

Shines at East-west
base

Shines East-east

T+6 East-east

LY Bast-west

TeT West-east

side

side

side

side

side

side

side

Apparent distance
from dike

At contact

In horse, or limestone
between splits of
dike

8-10 feet

65 and 110 feet
At contact
30 feet

12 feet

30 feet

33 feet

55 feet

At contact

¥"Shines" mean zinc is present but not in sufficient
quantity to assay.

Inasmuch as the holes were drilled primarily to obtain

geologic information, such as position of the beds and the dikes,

and that many penetrations were fairly distant from the pre-ore dikes,

1e





the showings should be regarded as favorable. The drill holes also
penetrated considerable thicknesses of silicate alteration that is

a common associate of ore in the district although the silicate alter-
ation does occur away from the ore in places.

The general geologic features appeared to be moderately fa-
vorable and on that basis the following estimates of minimum expectable
tonnage and potential tonnage were made. It seemed probable that mini-
mum ore expectation was oﬁ the order of several tens of thousands of
tons. Ore tonnage within the Hanover and Middle Blue limestones that
might have been indicated by the proposed exploration had it been car-
ried‘to completion, or to its target, were estimated at between 200,000
and 500,000 tons. The grade of inferred ore was estimated as probably
ranging between 5 and 12 percent zinc. Grade range was based on two
factors, namely (1) experience of grade range gained in stopes of the
Grant County mine and in adjacent parts of the district, and (2) from
drill hole penetrations of ore-type mineralizatibn in the area of pro-
posed exploration. The grade ranges were given as probable ranges in grade
and did not exclude the possible existence of‘higher grade ore bodies.

T Exploration done under contract did not reach target and
none of the estimated reserves as given above were encountered or
\:>> proved. Thus, at the termination of the contract the reserves remain
essentially as estimated in the initial field examihéfion report, or

as given above.

——
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THE EXPLORATORY PROJECT
Contract Provisions
Contract Idm-E67, dated July 18, 1951, provided for 3
general operations, which are:

1. Drifting and Crosscutting

(a) Approximately 4,000 feet of drifting on the 625-foot
level of the Kearney Mine to a point approximately 800 feet below
the lower workings of the Grant County Mine.

(v) Approximately 350 feet of crosscutting where
necessary.

2. Diamond Drilling

(a) Approximately 2,200 feet of drilling from the
surface as shown on map of contract (Fig. 2).
(v) Approximately 5,400 feet of drilling from underw

ground positions shown on map of contract (Fig. 2),

3. Churn Drilling

Holes at two points along the 4,000 feet of drifting

starting at about 12 inches in diameter and finishing at about 9
inches must be drilled from the surface to connect with the drift
to allow sufficient ventilation for the workmen in the breast of
the drift. It is estimated that these two holes will average about
T00 feet each, or 1,500 feet of drilling.

It is understood that none of the sbove work can be per-
formed by independent contractors unless prior written approval from
the Government has been received. This applies to the drilling par-

ticularly.
1k





Prior to suspension of the operations, the operator requested
a long recession of the project until the price of zinec and the cost of
mining work were adjusted to justify exploration for zinc ore in that
area. A series of 6-month recesses that were granted extended the life
of the contract to December 18, 1956. A request for an additional
period of suspension was denied and the contract was terminated.
| Work Performed

Drifting and Crosscutting (fig. 4)

Work on the exploratory drift was started July 26, 1951.
Equipment used in driving the drift included a 2-drill Boom Jumbo with
Power Feed Shell, 4 Power Feed Drifters, 20 mine cars, a shovel loader
and electric locomotive. The ground was easily drilled and broken and
required little or no timber support. A daily advance of about 6 feet
was made to late in February 1952 when drifting was stopped by sudden
heavy inflow of water at the face. Drifting WBS renevwed late in April
1952 after a second pump had been installed and the water pressure at
the face had abated. Thereafter, progress was slow due to shortening
of the work week from 6 to 5 days and to a decrease in daily advance
of from about 6 to approximately 3 feet. Factors contributing to the
low rate of advance were poor ventilation and the flow of mine water
‘ that was augmented by a second surge at the face during October 1952.

Drifting was sﬁspended by the operator January 25, 1953,
after completing 1,801 feet of advance in the drift and 2 short cross-
cuts. One of the crosscuts served as a by-pass for eguipment and the

other was driven in an unsuccessful attempt to connect churn drill hole

No. 1.
15





Churn Drilling (fig. %)

DMEA approved an independent churn drilling contract dated
December 5, 1951, between the operator and the Johnson Drilling Com-
pany. During December 1951 the operator built an access road to the
site of hole No. 1, at no expense to the Government, and the contractor
moved in with his equipment. Drilling of the hole was started early
in January 1952 and was completed at a depth of 912.5 feet in November
1952. The low average monthly advance of about 90 feet probsbly was
mainly due to lack of adequate skilled drillers. Contributing factors
were a long delay while recovering lost tools and difficult drilling
conditions for a few short intervals.

The hole missed the target, the 625 level, because it drifted
from the projected vertical course. As of November 1952, the bottom
115 feet of the hole had been drilled to a diameter of 6 inches instead
of the minimum 9 inches specified by the contract. In January 1953, the
project was recessed before the hole had been found on the 625 level
and before it had been reamed to an acceptable diameter.

Reaming Qf the hole to a 12-inch diameter and driving of a
9k-foot crosscut to the hole on the 625 level was completed in May

1956. The reaming was started befo;g_expiration,ofﬁtheblagpwagtpog;

ized recess. According to the operator, the original drilling con-

tractor went practically broke while drilling the hole and the McBee
Drilling Company was engaged for the reaming operation. The crosscut

was driven after the last.authorizedkgggess. The location of the hole

on the 625 level, target of the crosscut, was found by using a short

16





wave radio installation consisting of a sending set with the

antenna in the hole at the surface and a receiving set underground.

COST OF WORK PERFQRMED

The final cost of work performed under the contract had
not been determined at this writing. Liquidation of the Government's
interest in Jjointly owned property was in progress and some costs
submitted by the operator and denied by the Govermnment were subject
to reinstatement.

The costs, as of June 25, 1956, were as follows:

Total amount reported through January 1953 $95,518.91

Net disallowances not reinstatable 15z816.73

Total acceptable costs (subject to audit) $79,702.18

Governmment participation at 50 percent $39,851.09
Total Prior Payments 37,935.09
Balance due Peru Mining Co. (subject to

audit) $ 1,916.00

Included in the acceptable costs is the l,BOl‘feet of ad-
vence in the drift and 2 short crosscuts, and the 912.5 feet of ;hurn
drilling. Cost of driving the 9h4-foot crosscut to the drill hole
was not acceptable as prior approval for this work was not obtained
by the operator.

EFFICIENCY OF THE OPERATIONS

Information regarding this subject was obtained from Monthly

Progress Reports, all by John N. Soulé. He reported, as previously

mentioned, that the churn drilling operaﬁions'were inefficient mainly

17





due to employment of inexperienced drillers. No reference was made

as to the efficiency of the other operations.
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