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• MINE OFFICE	 MESA 
POST OFFICE BOX 395	 TELEPHONE 


SILVERTON, COLORADO 81433	 964-2746 


Silver Bay Mines, Inc. 
1117 EAST 7TH PLACE 


MESA, ARIZONA 85201 


January 17, 1966 


Mr Charles W. Merrill. 
Chief, Division. of Minerals 
United States. Department of the Interior 
Washington, D.C. 20240 


Dear Sir: 


We received from the Honorouble Stuart Symington d the 
United States Senate. his letter dated September 24, 1965 enclosing, 
a letter you wrote to Mr Symington dated September 22, 1965 and 
also enclosing pamphlet and other data from the Office. of Minerals 
Exploration (o) as requested by Mr Walter Erb of Washington, 
Missouri. We thank you for writing Senator Symington and sending him. 
the material needed. 


After re;ceiving the forms, we have prepared the OI VIE Loan 
application in. two copies. which are. enclosed herewith. The loan 
application is being; sent to your office; so that you may become 
conversant with it. and be able to inform Mr Symington, when he; 
gets in touch with you, of the steps be:ing taken to process this 
application. Will you please see that this application, is sent to 


- _e proper department for further' study and action. 


-• Mr Walter Erb will be in touch with Senator Symington from 
time to time regarding this loan and well greatly appreciate any 
thing you may be able' t. do in this matter. 


Very sincerely, 


C.V. Li1je'j.aist/,,ecretary 
Silver Bay Mine Inc. 
1117 East 7th Place 
Mesa, Arizona 85201 


/ 
/ 0 


I 


:'







V
/ MME Form 40 


,/	 Dec. 1958 I	 Budget Bureau No."42—R1368 
UNITED STATES	 /Aroval expires Dec."34, 1963 


DEPARTMENT OF THE INTERIOR 
OFFICE OF MINERALS EXPLORATION 	 .	


/ / • ' N	 / ' 
N7/ 


APPLICATION FOR FINANCIAL ASSISTANCE IN MINERALS EXPLORATION / / j// /( / 


Pursuant to Public Law 85-701 (72 Stat. 700; 30 U.S.C. 641)	 / // / / I 
NAME OF APPLICANT (Full legal name and mailing address as they should 


appear on contract if one is executed.) 


SILVER' BAY MINES, IQRPORATED.. 
lll7 East 7th Place 
Mesa, Arizona 85201


/	 / I 
/ 	


V 


APPLICANT DO NOT USE THIS BLOCK 


DOCKET NUMBER 


DATE RECEIVED	 , 


REGION 


DIVISION CODE 


LIST CORPORATE OFFICERS OR PARTNERS HERE, IF APPLICABLE 
NAME	 ADDRESS	 TITLE 


Ray W. Clearman, 1422- 41st St. Des Moirnes, Iowa' 
President 


W.E; iljenquist, 1431 East 1st St. Mesa, Arizona 85201 
Vice-President 


C.1T. Lijenquist, 1117 East 7th Place, Mesa, Arizona 85201 
Secretary 


BUSINESS ORGANIZATION 

(Check one) 


INDIVIDUAL 


CORPORATION 


P ART NERSHIP 


OTHER (Specify)


STATE IN WHICH FIRM IS 


\ ANIZED UTI	 - 
P1iNERAL(S) FOR WHICH YOU WISH TO EXPLORE 


U. o.Lct & LLve 
ESTIMATED COST OF PROJECT 


$ 21cLqqFFC)


PROPERTY	 LOCATION 
NAME
	 COUNTY	 STATE 


Hurley Tunnel Mine, San Juan, ColoradO 


GENERAL INSTRUCTIONS 


Before filling out this application please read the OME 
Regulations for Obtaining Federal Assistance in Financing 
Explorations for Mineral Reserves (30 CFR Chap. Ill). To 
assure prompt action, your application must provide all 
applicable material and information specified on the back 
of this application form. Avoid unnecessary correspondence 
and delays by submitting complete and accurate information. 
P lease submit four copies of this application and all accom-
panying papers except as otherwise noted. Place your name 
and address on each sheet. Each item of information, maps, 
and reports required as a part of 'this application is described 
on the back of this form. Identify each attached statement 
by the item number to which it applies. If an item does not 
apply to your application, show the item number on your state-
ment and after it write "not applicable." Maps or sketches


should be used to supplement narrative descriptions of the 
property location and boundaries in item 2, existing mine 
workings and geology in item 3, and the proposed exploration 
work in item 5. When this information is not too complex, 
all of it may be shown on one map or sketch. All documents 
and other attachment submitted as a part of this application, 
except those in item 3(g) which you mark to be returned, 
become the property of the Government and will not be re-
turned to the applicant. Send true copies, not originals, of 
leases, contracts, and other documents which are an essen-
tial part of your business records. File this application 
with the Office of Minerals Exploration, Department of the 
Interior, Washington 25, D. C. • or with the nearest OME 
Field Office. 


CERTIFICATION 


The undersigned, whether as an individual, corporate officer, 	 plete, to the best of his knowledge and belief, and that 
partner, or otherwise, both in his own behalf and acting 	 he would not ordinarily undertake the proposed exploration 
for the applicant, certifies that the information set forth under current conditions and circumstances at his sole 
in this form and accompanying papers is correct and corn- 	 expense. 


17 January, 1966 	 Silver Ba Mines, Incororated 
DAT ED	


,' 


A wilfully false statement or certification to any Department or Agency of the United States Government is a criminal offense. 
U. S. Code, Title 18, Sec. 1001.







INFORMATION REQUIRED WITH THIS APPLICATION 


1. Financial Eligibility: 
(a) Submit- evidence of efforts made within 90 days pre-
ing the filing of this application to obtain credit from 


ur bank of account and at least one other banking institu-
tion or other private source of credit. Such evidence shall 
include true copies of correspondence which show: (1) date 
of loan request, (2) amount and terms requested, (3) pro-
posed use of loan funds, and (4) the replies from credit 
sources. If the loan was offered under term which you con-
sider unreasonable, state why you consider them so. 


(b) List names and addresses of affiliated, parent, or 
controlling companies or organizations and state extent and 
nature of their interest. 


(c) State how you propose to furnish your share of the 
cost of the exploration work. 


2. Applicant's Rights in Land: 
(a) State your interest in the land and mineral rights, 


whether owner, lessee, purchaser under contract, or other. 
If you are not the owner, submit one true copy of the lease, 
contract, or other document (with address of owner) under 
which you control the property. Describe all liens, mort-
gages, or other encumbrances on the land and state book and 
page number and official place where recorded. 


(b) State the legal description (section, township, and 
range; metes and bounds; patent number of claims) of the 
land upon which you wish to explore and all adjacent land 
which you own or control. Describe any part of the land or 
workings which should not be subject to Government royalty 
and liens. If the land' consists of unpatented claims, state 
book and page number for each recorded location notice, 
including amended locations, and official place where re-
corded. State all the names by which you know the property. 


(c) For all land or mineral rights encumbered or not owned, 
submit five copies of Lien and Subordination Agreements on 
MME Form 52. If the agreements cannot be obtained, state 


asons and provide copies of letters of refusal. 


hysical Description: 
(a) Describe in detail and illustrate with maps or sketches 


all mining or exploration operations which you know have been 
or are being conducted upon the land. Include existing mine 
workings and all production facilities. 


(b) State your interest, if any, in operations described 
in (a).


(c) State, if you know, the past aid current production, 
supporting your statement with copies of settlement sheets, 
mine records, or published data if available. 


(d) Describe known ore reserves, giving quantities and 
grades and sampling methods used. Support your statement 
with copies of assay certificates and assay maps if. available. 


(e) Describe by narrative and maps or sketches the geo-
logic features of the property, including ore minerals, geologic 
formations if known, and type of deposit (vein, bedded, 
etc.).


(f) State your reasons for expecting to find ore, and if 
you have sampled the area you propose to explore, show 
where the samples were taken, describe sampling methods 
used, and provide copies of assay certificates. 


(g) Send with your application at least two copies of all 
geologic or engineering reports, assay maps, or technologic 
information which you have, indicating whether you require 
their return.


.


work. Use narrative, maps, plans, and sectiOns as neces-
sary. Show location of the proposed work as. related to geo-
logic features such as veins, ore-bearing beds, contacts of 
rock formations, etc. Show also the relation of the proposed 
work' to any existing mine workings and to land boundaries 
or to the closest identifiable corner. 


(b) If an access road must be built, show the proposed 
location on the property map and state. the length, type and 
construction methods proposed. 


(c) If an OME contract is executed, state how soon there-
after work would be started and finished. State your antici-
pated average daily or monthly rate of progress for each type 
of work. 


6. Experience: 
State your operating experience and background to conduct 


this exploration work and also that of the person who will 
supervise the work. 


7. Estimate of Costs: 
Furnish detailed estimates of the necessary costs for each 


item of the, work proposed in 5(a) under the headings listed 
below with a total for each heading and the estimated total 
cost of the work. Costs for any work to be performed by an 
independent, contractor should be listed separately under. 
category (a) below, Costs for any work that is not to be per' 
formed by an independent contractor should be listed under 
categories (b) through (g). 


(a) Independent contracts. State the total cost of any pro-
posed independent contract for all or any part of the work, 
and the number of units and the unit cost for each type of 
work, such as per foot of drilling, per foot of drifting, per 
hour of bulldozer operations, or per , cubic yard of material 
moved. Cost estimates should be supported by bids from 
three contractors if possible. (Note—If none of the work is 
to be contracted, write "none" after this item.) 


(b) Personal services. The cost of supervision, engineer-
ing and geological services, outside consultants, and labor 
should be itemized by numbers and classes of employees; 
rates of wages, salaries or fees; and periods of employment. 
State whether these services are available. 


(c) Operating materials and supplies. List items of mate-
rial and supplies giving quantity and cost of each. Include 
under this heading power, water, and fuel, and units of equip-
ment and tools costing less than $50 each. 


(d) Operating equipment. List items of equipment and tools 
-costing $50 or more per unit. Give specifications and indicate 
how each item is to be acquired—i.e., rented, purchased oi 
provided by the applicant. If rented or puráhased, state the 
estimated rental or purchase price. If furnished by the appli-
cant, state condition and present fair market value. 


(e) Initial rehabilitation and repairs. Describe the type and 
the cost of initial, rehabilitation or repair of existing buildings, 
fixtures, installations (exclusive of mine workings), 'and 
movable operating equipment now owned by the applicant 
which will be used in the exploration work. 


(1) New buildings, fixtures, installations. Describe each 
building, fixed improvement, and installation to be purchased, 
constructed, or installed for the exploration 'w:ork, stating 
specifications and cost including labor, materials, and super-
vision. 


(g) Miscellaneous. Describe the type and estimate the 
cost of repairs and maintenance of the operating equipment 
listed in 7(d). Do not repeat initial repairs listed in 7(e). 
Show also the costs of analytical work, accounting, work-
men's compensation and employees' liability insurance, 
payroll taxes, and other required costs that do not fall within 
the previous categories. [Note—The Government will not con-
tribute to costs incurred before the date of the contract, or 
to costs of or incident to: (1) acquiring, using, or possessing 
land and any existing improvements, facilities, buildings, in-
stallations, and appurtenances, or the depreciation and 
depletion thereof; (2) general overhead, corporate management, 
interest and taxes (other than payroll and sales taxes); (3) in-
surance (other than employees' liability insurance); and 
(4) damages to persons or property (other than authorized 
repair to or replacement of equipment or other p.roperty used 
in the work)J


INT.-DUP'. SEC.. SASH.., D.C.	 O399 


4. Accessibility of Property: 
(a) To aid the OME representative who may examine the 


property, state name and address of person who will meet him; 
give directions for reaching the property; and describe ac-
cessibility of property and of any mine workings. 


•


(b) Name the shipping and supply points and state the 
istances to the property. 	 : 


5. Exploration Work: 
(a) Describe fully the proposed exploration work giving 


individual footages and sizes of openings for each item of


-







.	 S 
SILVER BAY MINES, INCORPORATED 


A UTAH CORPORATION 


OFFICE AT 1117 East 7th Place, MESA, ARIZONA 85201 	
/ 


APPLICATION FOR FINANCIAL ASSISTANCE 

IN MINERALS EXPLORATION 


Financial Eligibility: 


(a) Contact with First National Bank of Durango, Colorado. On 
September 5, 1965, the Secretary of the Corporation, Mr. C. V. 
Liljenquist, made application inperson to the Vice President of 
this bank for a loan for $250, 000. 00 to be used retimbering por-
tal, opening of Hurley Tunnel and development of mine as indicat-
ed on map marked 3-a. Letter of refusal from this Bank enclosed 
and marked Exhibit (1-(a). 


Contact with The Citizens State Bank of Ouray, Colorado. On 
October 2, 1965, in personajjjiterview with the President of the 
bank, the geologist, Mr. T. R. Moxness made application for a 
loan of $225, 000. 00 to be used for retimbering and opening of 
Hurley Tunnel and development of mine, as indicated on map mark-
ed Exhibit 3-(a). Letter of refusal from this bank enclosed and 
marked Exhibit 1 -(a). 


1. 


•<	 e 
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(b) Silver Bay Mines, Incorporated, a Utahorporation. Office at 

1117 East 7th Place, Mesa, Arizona 852Ol. Solewners. 


•	 (c) The Company's share of the cost of exploration work is to be fur-
) 4 nished by levy of assessments against stock of the Corporation 


owned by stockholders. 


2. Applicants Rights in Land: 


(a) Silver Bay Mines, Incorporated, are the sole owners of the claims 
listed in (b). No liens or encurnberances on this property. The 
portal and approximately the first 400 feet of Hurley Tunnel are 
located on Silver jdge Claim U. S. Survey # 15061A and Orleans 
MilLSite U.S. Survey # 15061B. These claims are shown on map 
rnarke -(a) are indicated as (Re-2-(a)) and are shaded in 
green color. These are owned by Paul H. Rhuter, 810 Moline St., 
Aurora, Colorado, and RosrMcCauslarid, P. 0. Box 997, Duran-
go, Colorado, a partnership. Copy of leae of theseçlaims and 
right to use the portion of Hurle Tunnel on these claims i enclos-
ed and marked (a-2). 


(b) Legal Description: Both the Patented Claims and the Unpatented 
Claims listed below are owned by Silver Bay Mines, Inc., and are 
located in Sectioiis 22, 27 and 28 of Township 42N., Range 7 West. 


, Patented Claims	 U.S. Survy Number 
Big Indian	 14325 
Blackhawk	 14325 
Confidence	 14325 
Jo 'i	 14325 
Murton	 14325 


v Mountain Boy	 15061-A 
v Mountain Boy Extension	 15061 -A 


S
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THE FIRST N.ATXONAL BANK 	 DURANGO.,COLORADO 


MAHLON T.WHITE


September 10, 1965 


,.. 2i-	 /


Silver Bay Mines, Inc. 
P. 0. Box 395 
Silverton, Colorado 


Gentlemen: 


Thank you for your recent application for a loan 
in the amount of $250,000.00. We regret that we 
are unable to make this loan at this time. 


•	 Should we be able to be of service to you at some 
future date, please feel free to call on us. 


Sincerely, 


Mablon T. White 
Vice President 


MTW:ma


(DI	 (1 - 
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. THE CITIZENS STATE BANK 
OF OURAY


OURAY COLORADO 
Oct. 5, 1965 


. 


Mr C. V. Lilenquist, Sec. Treas, 
Silver Bay Mines, Inc. 
1117 East 7th Place 
Mesa, Arizona 85201 


Dear Mr. Lilenquist:


• In regard to your application for a loan for mining develop-	 ( 
ment, in the amount of $225,000.00, will say that this amount 	 \N\	 " 


• is clear over our 
ation mining work.


limit, and then, we do not loan on explor-	 )' 


I am sorry that we would not be able to en take this up 
with the Board of Directors.


Yours very truly, 


Harry A. Lowe 
President 


m 


I j4i7:,i	 (i—ad) 







Book Page 
172 214 - 
172 367 
172 215 
172 241 
172 242 
172 217 
142 239 
142 238 
142 238
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2. (b) (continued) 
Patented Claims 
Blue Bird 
Camilla 
Claire March 
Kiondyke #2 
Louesia 
Newton 
Natalie 
Thomas Jefferson 
Hopeful 
Invinsible 
Occidental 
U.S. Grant 
Immatc hock 
Tip Top


U. S. Survey Number 
15061-A 
15061-A 
15061-A 
15061-A 
15061-A 
15061-A 
15061-A 
15504 
15504 
15504 
15504 
15504 
18849 
18849


2. 


. 


.,


Unpatented Claims 
> Silver Bay 


Silver Bay #1 
Silver Bay #2 
Big Indian #1 
Big Indian #2 
Big Indian Extension 
Silver Bay #3 
Silver Bay #4 
Blackhawk Extension 


The foregoing names are the only names in whic h we know these 
claims. 


We do not have any land which should not be subject to Government 
royalty and liens. 


(c) As stated in 2(a) above, the portal of the Hurley Tunnel is situated 
on Silver Ledge Claim, U. S. Survey #15Q1A. This and the Or-
leans Millsite, U. S. Survey #15Q1B do not belong to the Company. 
A copy of contract agreement giving us thright to use this por-
tal and the part of the tunnel situated on the Silver Ledge Claim is 
attached hereto. This contract also gives us the right to use the 
Orleans Milisite for any purposes necessary, including the dump-
ing of muck that may be taken out of the Hurley Tunnel as we de-
velop it. As noted, we are also given the right to put up necessary 
buildings and stand or store machinery. 


MME Form 52 is also attach d as required i the st 	 ions on 
MME Form 40. 


3. Physical Lescription. I 


(a) The claims owned by the Corporation are situated on two separate 
mountains proximately 250Qeet apart which un parallel to 
each other in an easterly direction and head in the area of the 
junction of the Toltec and Bonita Faults. The claim in the nor-
thern :nountain are known as the Blackhawkffiine and the claims 
in thesouthern mountain are known as the NataliOccidental 
Group.. Tho Hurley Tunnel has hoe driven in this ]aLtr grip. 







3. 
3. (a) (continued) 


See map marked exhibit (3-a). These claims were located be-
tween the years 1892 to 1906. The Hurleyjjunnel, as it flow 
stands, was drivn between 1898 and 1906. The first (or old 
drift) of the Blackhawk Tunnel was driven about the same time, 
for approximately 500 feet. The Hurley Tunnel is indiced by a 
red line and the Blackhawk Tunnels are indicated by yellow mark-
ed lines on the map marked exhibit 	 3-
done to explore or develop the Natalie-Occidental Group jnce 
1906. The Hurley Tunnel is inaccessible due to rotted timbering 
and caving and it is considered probable that other timbering in 
the Tunnel has also decayed and much caving will be encountered. 


During the past 16 years, considerable work has been done in the 
BlackhawkMine The old drift running north has been extended 


. to approximately 1200 feet. AnotherArift paralleling the Big 
Indian Vein has been driven approximately 3Q9 feet.	 about 


: 2000 feet in this drift, a raise was driven in 1964 and 1Q ,5 up 
,	 )/	 about 100 feet which intersected a vein of ore rüiining parallel 


with the tunnel. This raise was timbered and a cross cut started 
on each side of the raise. This vein is about 4or 5 feet wide and 
contains gold, silver, lead and zinc. Assay certificates are en-
closed which shows values in all these metals of about $40. 00 to 
$60.00 per ton. Assay certificates are marked Exhibit (3-c-2) 
and are indicated on Map Exhibit (3-a.). Approximately 100 tons 
of ore was hauled out from this raise in 1965 and put in dump out-
side . the portal. No other mining was done in 1965 due to bad air 
and ne1 for installing better and largeryentillation system. This 
raise is indicated on Map (3-a) and marked Exhibit Re-3-c and. is 
shaded blue. 


Data of file in the County Court House in Silverton, Colorado, sucL 
as old newspaper articles and other old reports indicate the Hurie. 
Tunnel was driven to contact gold and silver oes expected to be 
found in the junction zone of the Toltec and Bonita Faults. Old 
miners still livinjround Si1vertonvho worked inthe Hurley Tun-
nel state severaljarge veins of ore were cut. These range in 
width from Sjeet to 8 feet. Our present. gegist, Mr. T. R. 
Moxness of Silverton, Colorado, has read'this.data and talked 
with some of these old miners. 


The following is taken from report of our present geologist. Mr. 
T. H. Moxness of Silverton, Colorado, regarding this years' work 
ing at the Blackhawk Mine. "During the past six months (June 
through October) exploration was done by the company (Silver Bay 
Mines, Inc.) in the Blackhawk Mine. This mine was operated 
through an East-West cross-cut Tunnel which interesected thr 
(3) North-South striking fissures. Exploration work was done oi 
a North-South striking fissure which had been intersected by ear - 
her operations. This fissure lies 725 feet .to the East of the por-
tal of the tunnel and a drift to the North was made for a distance of 
75 feet. Ore was encountered along this drift, varying in wi.cih 


.	 from 18 inches to 2 feet, having a value of $ 50.00 per ton. The 
ore minerals in this fissure contain silver, lead, zinc, copper 


.	 ñröld(Copies of 3 assay reports, marked Exhibit (3-c1) a 
A	 furnished with assay exhibits.) (Indicated on map marked Exhibit 


and sha4edorange color.) The portal elevation at the Black-
hawk Mine is 11, 500Tet and the outcrop of the fissure referred to 
is at an elevation of 12, 000 feet indicating 500 feet of ho.cks ahnve 


. 


.







o
4. 


S	 3.	 (a) (continued) 
the intersection of the fissure in the tunnel. 	 The first fissures en. 
countered by earlier operations and which occurs 125 feet east of 
the tunnel portal was mined by drifting northerly and southerly 
and stoped out.	 The Company explored for a few feet below the. 
intersection and encountered ore in the fissure on its down dip. 
This ore has a value of $60. 00 per ton and a width of 3 feet. 


k (Assay certificate shown in Exhibit marked (3-c-4). 	 Indications 
are that the fissure will be ore producing at depth. 


1e-5' vat" "The "Blackhawk Portal" is 492 feet higher in elevation thanthe 
"Hurley Tunnelt Portal and lies approximately 3000 feet to the 
northeast from the "Hurley'.	 The Company hopes to continue ex-
ploration in the Blackhawk &:ine in the Spring.' 	 Reference to the 
above descriptions are shown on map of Exhibit (3-a) and Burbank 
map marked Exhibit (3-A-a).


(b) Owner and operator of above described operations. 


(c) Some ore has been mined and shipped. from the Elackhawk Mine. 
About 75 feet from the portal some stope mining was done about 
lQyears ago and approximately 200Jons of ore was shipped to 
mill in Silverton, Colorado. This ore ran in value at that time 
when the price of metals was lower, about $4J0 per ton. N 
assay certificate Of this ore is available. Some mining has been 
done during 1965 and ore taken out in three places. Some ore 


• was taken out of the raise, described in (3-a) above and indicated 
on map Exhibit (3-a) and shaded in blue. Approximately 12Q tons 
of ore was taken out of this raise and put in ore dump outside the 
portal. Assays were takenif this ore and Assay Certificates 


'	 ,marked (3-c-2) are with assay exhibits. These assays show a 
g9O1 váiiiiii gQld ansjlver Some_mining was done in drif t 725 -.----.	 - .	 . — feet from portal and approximately 15 tons of ore was mined anu 
placed in duip outside portal. This drift indicated on map mark-


?	 ed Exhibit (3-a) and marked as (3-c-i) and shaded in 	 ......... 
4'--	 Assays were made of this ore and Assay Certificates are marked 
#	 (3-c-1) Approximately 250 tons of ore was taken out of the tope 


/75 feet from poral. Thise showed values of $60. 00 per ton. 
Assay Certificate marked (3-c-4) with assay exhibits.. No ore 


.----	 was shipped to smelter, conseque'tly there is no_settlement r 
h t	 é / 


$-	 ] - 
8. 7 


(d) No measured ore reserves. 


(e) The Blackhawk Mine portal is accessible from Gladstone via a-
bout 2 miles of road suitable for four-wheel drive vehicles or 
trucks. The location of the portal is shown on the Ironton, Colo-
rado, quadrangle map (scale 1/24, 000), and is at an elevation of 
ii, 600 feet. Silverton Colorado, the nearest shipping point is 
about 7 miles from Gladstone via improved gravel road. (See 
description under (3-ak which further describes the property and 
the Blackhawk Mine and Hurley Tunnel.) (Burbanks map (3-A-a) 
Authentic information on the geology, mineralization and other 
features are contained in the reports of Dr. W. S. Burbank of the 
Geologic Survey; Dr. R. C. Vickers of Denver, Colorado; Herbert 
Inouye, a geologist from Denver, Colorado, which are furnished 
under Exhibits (3-g). These reports describe quite fully the mm-
eralization in the junction area of the Toltec and Bonita Faults. 







9: 
.	 (e) (continued) 


A map prepared by Dr. Burbank, marked Exhibit (3-A-a), of the 
major fault zones is also found on page 292 of his booklet entitled 
"The Sunnyside, Ross Basin, and Bonita Fault System,s and Their 
Associated Ore Deposits, San Juan County, Colorado' enclosed 
and marked as Exhibit (3-g). Location of portals of the Black-
hawk and Hurley Tunnel Mines are marked on Dr. Burbank's m.p 
marked Exhibit (3-A -a). 


The Hurley Tunnel site is located in Section 27, T. 42N., R '7W., 
County of San Juan, State of Colorado. The tunnel is situated 
approximaly one mile and a half from the town of Gladstone, 
(shown on Dr. Burbank!s map mentioned above) and accessible 
over a gravel road. The following is taken from report of our 
present geologist. T. R. Moxness, as follows: "The general geo-
logy of the area is as follows: Andesitideriary volcanic flow 
rocks are transected by a system of northwesterly (l0°N 15°W) 
striking fissures having a dip of 70° to 75° westerly. These fis-
sures have been intersected by a system of fissures striking 
easterly and westerly, (N 70 0 - 80°E) and dipping 70° - '75° 
southerly. Localization of ore-shoots seem to be at intersections 
of these two systems of fissures, and the ore deposition has favo-
red the northwesterly (N 10° 15°W) striking fissures at and be-
tween intersections. 


"Two stroflg faults, the Bonita Fault striking northwesterly and 
•	 the Toltec Fault striking northeasterly, intersect to the north-


east of the property concerned.. This area indicates a structural 
zone favorable for ore deposition as fissure vein deposits. 


"The ore minerals mined in the immediate area, including the 
Blackhawk Mine and the Occidental Mine are argentiferous galena. 
sphalerite, auriferous chalcopyrite and pyrite. Some tetrahedrit€ 
was found in the Occidental Mine included in this property. ' (The 
Occidental Mine is an old workings on the eastern side of the 
mountain of the Natalie-Occidental Group. It has not been workeC 
or surveyed by our Company because the Hurley Tunnel runs a-
long these claims at a much lower level.) 


(f) "The reasons for the Company's belief that ore will be found on 
its' property are based on the favorable structural geology in the 
area. The proximity of the Bonjta and Toltec faults, and the par-
allel fissures developed adjacent to these faults, indicate very 
fvsrable control structures for ascending pri-nary mineraliza-
tion.. No exploration work has been done in the vicinity of inter-
sections of North-South fissures with the East-West fault surface 
of the Toltec Fault." (From report of T. R. i'[oxness.) No sarnp-
ling has been done of the surface of the Hurley Tunnel Site. 


Considerable study of the surfact formation in the upper elevation 
in the area of the junction of the two faults has been made and 
much time has been spent by the geologists in studying the out-
croppings and other surface indications. All theseen have 
stated that the indicatins for largeodies of highly mineralized 
rich ores are veryplain and posie. (See Dr. Burbank's re-
port s Exhibit (3-g).)
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6. 
.	 3. (f) (continued) 


Further favorable indications are found in the fact that two other 
mines adjacent to our mine have been heavy producers of good 
ore. These are the Gold King and Lead Carbonate Mines. (Shown 
on Dr. Burbank's map.) The Gold King Mine has been a heavy 
producer of gold. The Lead Carbonate mine has been a producer 
of gold, silver, lead and zinc. Geologists state that the minera - 
lization found in these mines came through fissures from the 
Bonita Fault. The tunnel work done in the Blackhawk mine has 
afforded geologists an opportunity to make careful study of the 
fissures and veins cut by these tunnels. Also the mining opera-
tions, including the raise and cross cuts driven, give us-addition-
al reasons for expecting to find ore in the Hurley Tunnel of the 
Natalie-Occidental group of claims. (See (3-a) for description qf 
these workings.) 


(g) Geology reports from the following geologists are included herer 
with and are marked Exhibits (3-g): (Maps are shown under 
"Maps Exhibits.) 


Dr. W. S. Burbank of U.S. Geological Survey, Washington, D. C. 
His booklet "COLORADO SCIENTIFIC SOCIETY PROCEEDINGS, 
VOLUME 15, No. 7, with Map of "The Sunnyside, Ross Basin 
and Bonita fault systems" appears on page 292 of this booklet, 
enclosed herewith. *Hjs report appearing on pages 273, 274, 275, 
276 of book "MINEiAL RESOURCES OF COLORADO-FIRST 


S	 SEQUEL" quoted below. 


Dr. R. C. Vickers, Consulting Mining Geologist, 1801 Tabor St. 


S Denver, Colorado, from his booklet "Elackhawk Exploration 
Project, Eureka Mining District, San Juan County, Colorado' 
which was prepared for our Company. Booklet attached and 
marked Exhibit (3-g). Assay report of samples taken by him in 
the Blackhawk tunnel are found on page 4 of his booklet and place 
where samples were taken are shown on map (3-a) and are mark-
ed Exhibit (3-g-2). Quotations from his booklet are quoted be-
low and are indicated by (s). 


Herbert Inouye, Geologist, 3080 South Yates, Denver, Colorado. 
Quotations from his report to our Company is quoted below and 
indicated by (#). 


* From Dr. W. S. Burbank's report indicated above we quote: 


"The Sunnyside, Ross Basin and Bonita fault systems lie in the north-
eastern part of the Silverton volcanic area and form part of the north-
eastern border zone of the Silverton caldera. 


"The Ross Basin fault at the head of Cement Creek trends southeast, dips 
steeply southward, and has an overall displacement of conbined tilting of 
the beds and faulting, which amounts locally to as much as 2000 feet. 


S
.1The Sunnyside fault, dipping steeply southeastward, begins essentially at 


its junction with the Ross Basin fault northeast of Lake Emma and extends 
northeastward across the northern part of Treasure Mountain to the 
Animas Valley. At Treasure Mountain one branch of the fault forms the 
strong Cinnamon fault which continues east-northeasterly into Hinsdale 
County. The displacement of the Sunnyside fault is estimated at 1500 feet
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3. (g) (*continued) 
at its western end, and about 800 to 1,000 feet at Treasure Mountain. 
Most of the ore bodies of the Sunnysice Mine occur along the legs of the 
two faults and in their fractured common footwall not far from their in-
ters ection. 


"Viewed on a map, The Ross Basin and Sunnyside fault form the rough 
outline of the front part of a boot tilted back on its heel. The Ross Basin 
fault which comes down from Ross Basin in a southeasterly direction to 
Lake Emma forms the instep, and the Sunnyside fault which trends north-
eastward from Lake Emma forms the front of the leg part of the boot. The 
backline of the boot leg is formed by the Toltec fault which starts near 
Emery Peak and trends northeasterly across the northern part of Eureka 
Mountain to Picayune Gulch. Finally, the sole line, or bottom of the 
boot, is represented by the Bonita fault which trends northwesterly from 
its jpction with the Toltec fault at Emery Peak to Ross Basin where it 
joins thTRoss Basin fault. 


"The center area of the boot is a structural trough or graben 1 1/2 to 
2 miles wide and 8 to 10 miles long which projects northeastward from 
the down-faulted central block of the Silverton caldera. The most produc-
tive ore deposits of the area lie near soine of the junctions of the main 
faults which found the bootshaped graben, or in transverse fissures con-
tiguous to the faults. 


' tAll the faults dip steeply toward the center of the graben, while the sur-
•	 rounding volcanic fovmations are tilted away from it on all sides. These 


attitudes indicate alternate periods of tension and compression, with the 
central block subsiding during periods of tensional distress, and tending 


.	 to squeeze out during coipressional periods with consequential upward 
tilting of the volcanic formations. This action is believed to be mainly 
responsible for localization of the better ore bodies in transverse fis-
sures within a belt 1, 000 to 1, 500 feet wide along the southwest border of 
the Eonjta fault. A somewhat siniliar dilation of the veins is noticeable 
in thëiootwall of the Ross Basin fault. 


"The Bonita and Toltec faults possess a common hanging wall at their 
intersection and iñthis theydiffer from the common footwall of the Ross 
Basin-Sunnyside faults intersection. Also, an intrusive rhyolite body is 
present in the Bonita-Toltec intersection, and these differences could 
have influenced the localization of the ore shoots. One of the strong east-
sOutheast trending veins of the area joins the Ponita-Toltec junction just 
to the west of Emery Peak and it is possible thit this vein could be strong-
ly mineralized at depth. The ground beneath the Peak is relatively remott 
from present (1951) workings. 


"The Bonita fult and the Ross Basin fault join near the head of Cement 
Creek in a net work of faults and fissures. The branches and offsets of 
the faults form a broken block of highly mineralized but not very produc-
tive ground which occurs in a relatively narrow wedge between the main 
faults. 


"The footwali belt of the Ross Basin fault contains a number of productive 
veins that join the fault at nearly right angles. A few thousand feet from 


.	 the fault, many of these veins take a sharp turn eastward at their inter-
section with a system of strong east-trending, steep dipping fissures and 
minor faults which are downthrown toward the south, the same as the 
Ross Basin fault.







.	 S.
8. 


3. (g) (*continued) 
"The general relations of the more productive ore bodies to the several 
fault systems and the lack ofsystenatic exploration in some parts of the 
fault systems and continguous beits of mineralized ground indicate that 
the produétive potentialities of the area are not exhausted. The more 
favorable ground includes the footwall belt of the Bonità fault, and pro-
bably some ground contiguous to the junction of the Sunnyside-Ross Basin 
faults at greater depths or in the hanging walls and footwalls of the major 
faults that have not already been thoroughly prospected. 


"If the Gold King and Leas Carbonate ore shoots can be considered rep-
resentative of structural localization of shoots close to the footwall of 
the Bonita fault zone, they afford clues to the most effective exploration 
of the Bóiiita fault but as a whole, As the Bonita fault lies high on the 
upper slopes of the 13, 000 foot ridge between Bonitã and Emery peaks, 
the footwall of the fault zone has been approached at depth in only one 
place, the heading of the American tunnel of the Gold King Mine. This 
tunnel was never connected with the mine workings which are more than 
800 feet above and therefore little information is available as to possthle 
vertical changes in the character of fissuring and mineralization with 
depth. Several other transverse veins along the length of the fault belt 
bear relations to the fault sirniliar to those of the Gold King and Lead 
Carbonate vein systems. Further studies of the potentialities of these 
veins as well as the west dipping cross veins of this belt appear worthy 
of particular consideration in long range development of the area. The 
possibility that some shoots may tend to shorten at higher altitudes may 
be an important consideration. It is evident that the potential importance 
of some shoots of ore cropping out at high altitudes may be difficult to 
evaluate. While all these features are relatively favorable to the exis-


S tence of undeveloped potentialities, there is a possibility of unfavorable 
rock characteristics and other changes at depth which cannot be entirely 
evaluated from surface studies. 


"Further exploration and development of known, and potentially produc-
tive, ground near the ioss Basin-Sunnyside junction is justified by past 
production. The exploration of ground at depth outward from this produc-
tive center is a logical way to expand the area of development along and 
near the Sunnyside and the Ross Basin fault systems and their contiguous 
veins. The footwall area of the Ross Basin fault and the footwall and 
hanging wall of the Sunnysicle fault include examples 1of shallow ore shoots 
that may have counterparts at greater depths. 


"Gold was introduced mostly during the late stages of mineralization. It 
seems, therefore, that the ore forming solutions have a common source 
beneath the downfaulted keystone blocks and rose along active belts of 
fissuring chiefly in the main faults and their footwafls. Nearer the sur-
face the solutions also became dispersed into subsidiary fissures formed 
and kept open by the wedging and dilating action of the keystone blocks. 
Concentrations of gold which may locally enhance the value of base-metal 
ore appear likely to be found in much more restricted parts of the vein 
systems which have been dilated by late stage settling of fault blocks. 
Vein intersections and transverse fissures in the immediate footwalls of 


•	 major faults are among the more favorable places. In other situations, 
transverse hanging-wall fissures may have provided channels through 


.	 which the gold bearing solutions could have leaked more readily than 
through the highly compressed walls of major fault systems." (See 
Burbank's map (3-A-a) in map Exhibits.)
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•	 3. (g) (continued) 


() From report of Dr. R. C. Vickers indicated above, we quote: 
"The Blackhawk exploration project was started in 1954 with the purpose 
of exploring the area of junction of the Bonita and Toltec faults. From 
that date until the present time, about 1, 800 feet of adit-driving have beet: 
completed. Although small quantities of lead and zinc minerals were 
found along the several narrow veins intersected by the workings, the 
most significant lead, zinc and copper minerals were found near the end 
of the present workings, where the adit intersected a relatively wide rnin-
eraljzed vein. (This adit has now - 1965 - been driven a distance of 
approximately 3, 000 feet.) Geologic mapping of the underground work-
ings and the surface showed that this vein (referred to as the Toltec 
Vein) outcropped about 1, 000 feet above the mine workings and contained 
ore-grade lead and zinc minerals at the surface. 


"The Black Hawk mine portal is accessible from Gladstone via about 2 
miles of road suitable for four-wheel drive vehicles or trucks. The lo-
cation of the portal is shown on the Ironton, Colorado, quadrangle rn.p 
(scale 1/24, 000) and is at an elevation of 11, 600 feet. Silverton, Colo-
rado, the nearest shipping and supply point is about 8 miles frocn Glad-
stone via imprOved gravel road. 


"Exploration of the area of junction of the Bonita and Toltec faults was 
first recommended by W. S. Burbank of the Geological Survey in his re-
port, 'The Sunnyside, Ross Basin, and Bonita Fault Systems and Their 
Associated Ore L posits, San Juan County, Colorado", in Colorado 


•	 Scientific Society 'roceedings, Vol. 15, No. 7, 1951." The exploration 
proposed in this report lies at or in the immediate vicinity of the junction 
of the Toltec and Bonita faults, Both of these major faults contain ore 
shoots. The footwall zone of Bonita fault has produced about $ 10, 000, OOC 
worth of ore within a distance of one mile from the proposed exploration. 


"The following conclusions are taken directly from Burbank's report: 
'The most productive ore deposits of the area lie near some of the junc-
tions of the main faults bounding this boot-shaped termination or in trans 
verse fissures contiguous to the wall of the bounding faults, It is conclud 
ed that the possibilities of important new discoveries are not exhausted, 
and that the southwestern part of the graben (vicinity of the junction of 
the Bonita and Toltec faults, author) and nearby structural features lying 
at the edge of the main down-faulted block constitute the most favorable 
ground for deep exploration and development, "Both from the statistics 
of past production and from the surface expression of faulting and mm-
eralization, the most favorable areas for major development lie near the 
several major faults and their junctions at the foot end of the graben.' 
As shown on the map accompanying this report (Vickers maps marked 
Exhibit (3-a and 3-g-b)), the area of junction of the Bonita and Toltec 
fault zones is in the immediate vicinity of the end of the present under-
ground workings. A wide mineralized fissure, called the Toltec vein 
because of its structural position in the footwall zone of the Toltec fault, 
was intersected and consisted of quartz, fluorite, a few carbonates, and 
concentrations and disseminations of lead, zinc and copper minerals. 
(Some gold and silver also encountered). The base metal sulfides, Ga - 


•	 lena, Sphalerite, and chalcopyrite, were present in narrow veins along 
both the footwall and hanging wall, and as fillings in brecciated rock. 
Analysis of samples taken from the 20-foot-wide fissure are given below:
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O	 (,	 ((s) continued) 
Oz/ton Oz/ton Percent Percent 


Sample No. Gold Silver _Lead Zinc Rmarks 
- 0.G4 4,4 •4 ngingIveinlet 


P-2 trace 0. 3 0. 2 0. 3 3' channel, vein 
•	 P-5 trsce 0. 7 0.2 0. 9 2' channel, vein 


5 0. 04 2. 4 6. 8 14. 7 Selected sample, 
Mineralized breccia 


4 0.01 1. 1 1. 8 5. 7 6" channel, vein


"During the sun-imer of 1960, the drift was c.ontjnued about 130 feet to the 
right to intersect the vein again. This work showed that the vein had 
narrowed to about 4 feet in width but was more mineraled. Samples 
taken from near or at the end of the adit of vein material were assayed 
with the following results: 


Oz/ton Oz/ton Percent Percent Percent 
Sampie No. Gold	 Silver Lead	 Zinc Copper Remarks 
3	 0.24	 18. 3. 20	 12 2	 n. d.	 Slected sarnp. 
5	 0.09	 1.6	 0.5	 3,0	 0.4	 Hanging wall 


veinlet 
7	 0.06	 6.5	 7.8	 11.0	 n.d.	 Sample from 


back 
2	 0.20	 10.,6	 1.6	 10.1	 nd.	 Sample from 


brest 
(See Assay certificates marked Exhibit Vickers (3-g-2) with assay 
exhibits.) 


"At the surface along the outcrop of the Toltec vein (near elevation point 
12, 619,) many boulders. of vein.material were found that contained visible 


• galena and sphalerite. The larger boulders measured as much as two 
feet in diameter. Analysis from one of the samples gave the following 
results:


Oz/ton Oz/ton Percent Percent 
Sample No.	 Gold	 Silver	 - Lead	 Zinc 
P-il	 0. 01	 0. 8 -	 3. 5	 13. 8 


"Further underground exploration is believed warranted because of the 
following considerations: 


1. The area of exploration Is within an area of knewn Lnineraliza-
tion where several large deposits of base metal sulfides have been 
found. 
2. The area of exploration, near the junction of the Bonita and Tol-
tee faults, is believed to be especially favorable for the occurrence 
of large deposits. 
3. Known ore bodies in the area are known to lengthen with increas-
ing depth from the surface. 
4. The presence of ore grade gold, salver, lead, zinc mineraliza-
tion in the Toltec vein at the surface and the presence of these min-
erals in the Toltec vein where exposed in the underground workings 
suggest that this vein should be productive where it is intersected by 
other cross structures. 
5. Cross-structures, believed to be favorable for the localization of 


S


ore shoots, are known to be present within 800 feet of the end of the 
present workings. 


'There are at least three areas that are believed to be favorable for the 
occurrence of (gold, silver) lead-zinc-copper ore shoots along the Toltec 
vein and associated structures. One favorable area is at the junction of 
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3.	 (g)	 ((s) continued) 
the steeply-dipping Toltec vein with the flatter-dipping Big Indian fault. 
About 200 feet of drifting would be required to reach this area from a 
point near the end of the present workings.	 Almost identical structures 


• have been responsible for the localization of very significant deposits in 
the area immediately to the north of the mapped area.	 Burbank, page 
297 states, 'It is to be noted also that the main ore shoots of the Gold 
King have a tendency to lengthen downward to a depth of at least 700 feet. 
This lengthening is conceivable due in part to the structural influence of 
numerous flat west-dipping veins in the footwall of the Eonita fault. 
These may have acted as baffles or channels to deflect the ore solutions 
eastward and back against the footwall of the fault as they ascended.' It 
should also be noted that the width of the Toltec vein increases towards 
the intersection of the vein with the Big Indian fault.	 Also several small 
ore bodies are localized at the intersection of the Big Indian fault with 
northeast and northwest trending fissures.	 The second area favorable 
for the occurrence of (gold, silver) lead-zinc-copper ore would be along 
the Toltec vein to the east where the vein would be intersected by the 
Bonita fault zone and the Bonita fault. 	 Drifting along the Toltec vein 
should continue at least until a point is reached slightly east of the junc-
tion of the Bonita fault with the Toltec vein. 	 This part of the exploration 
would require about 800 feet of drifting. 


"A third favorable area for ore deposition would be at the junction of the 
Toltec fault with the mineralized Bonita fault footwall zone." 


•	 )__ (#) Herbert Inouye	 Geologist report: 


•	 '	
, A report prepared by this geologist, titled "A ?rogress Report On 


BlackHawk Mine" is enclosed and is marked Exhibit (3-g-E).


Return of geologic reports and maps are not necessary. 


4. (a) During the winter months there is too much snow in the mine 
area to enable an OME representative to make a careful exami-
nation of the mine and surrounding area. It will be sometime in 
May of next year before the snow is sufficiently melted to make 
the examination. Our mining operations are closed down for 
the winter. No company representative is in Silverton during 
this winter season. If any correspondence is desired or any 
personal interview is needed during this winter season, con-
tact: 


C. V. Liljenquist - Secretary-manager, Silver Bay Mines, Inc. 
1117 East 7th ilace, Mesa, Arizona 35201, phone 964-2746. 


or 


Ray A. Bennett - Superintendant 
211 C. A. Johnson Bldg., enver 2, Colorado 


phone office 825-9167 
•	 phone residence 477-9389 


•	 After April of next year both these officials can be reached by 
addressing them at Silverton, Colorado c/o Grand Imperial 
Hotel - Phone 387-5527. 


The property is reached by going to Silverton, Colorado, which 
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•	 4. (a) (continued) 
is the County Seat of San Juan County and then taking highway 10 
up Cement Creek to Gladstone. The Blackhawk mine portal is 
accessible from Gladstone via about 2 miles of road suitable 
for four-wheel drive vehicles or trucks. The Hurley tunnel is 
reached by taking a road up the south fork of Cement Creek 
about 1 1/2 miles. There is a good improved road and the 
grade is not very steep as it follows the level of the creek. The 
area above these tunnels is rugged and steep and can only be 
traveled on foot. The mine workings consist of two tunnels i. e. 
the Blackhawk and Hurley tunnels. The Blackhawk mine has 
been consistantly worked for several years, see (3-c) but the 
Hurley tunnel and mine has not been opened. See (3-f). 


(b) The shipping and supply point is Silverton, Colorado, which is 
on the branch line of the D nver & Rio Grande Railroad narrow 
gauge line and on U. S. Highway #550. It is approximately 8 
miles from Silverton over highway 10 to Gladstone and about 2 
miles from Gladstone to the Blackhawk portal and about 1 1/2 
miles from Gladstone to the portal of the Hurley tunnel. The 
wide gauge Railroad shipping point is Ridgway, Colorado, about 
35 miles from Silverton. 


5. (a) This application to OME is to obtain help by a loan to repair and 
extend the Hurley Tunnel and to explore and develop the minera-
lized zone in the area, of the junction of the Toltec and Bonita 


5	 faults. 


From the geologic reports by Dr. W. S. Burbank, R. C. Vickers 5	 and Herbert Inouye furnished under (3-g) great stress is placed 
on the need to explore this area. Dr. Burbank states: "One of 
the strong east-southeast trending veins of the area joins the 
Bonita-Toltec junction just to the west of Emery Peak and it is 
possible that this vein could be strongly mineralized at depth. 
The ground beneath the peak is relatively remote from present 
(1951) workings. ' Also, "Judging from past production and 
from surface expression of faulting and mineralization, the 
most favorable areas for major development like near the vari-
ous fiülts and junctions at the boot of the graben." Also, "Ores 
at the Sunnyside-Ross Basin fault junction probably extend to a 
depth of 10, 000 feet or more. - - -The general relations of the 
more productive ore bodies of the several fault systems and 
the lack of systematic exploration in some parts of the fault 
systems and continguous elts of mineralized ground indicate 
that the productive potentialities of the area are not exhausted. ' 


Another quote from Dr. Burbank, "As the Bonita fault lies high 
on' the upper slopes of the 13, 000 foot ridge between Bonita and 
Emery Peaks, the footwall of fault zone has been approached at 
depth in only one place, the heading of the Arierican tunnel of 
the Gold King mine. Further studies of the potentialities of 
these veins as well as the west-dipping cross veins of this belt 


S	 appear worthy of particular consideration in long range develop-
•	 rnent of the area," 


We quote from Dr. Vickers report under Exhibit (3-g): "In 
addition to the base metals and silver, significant amounts of 
gold were found in some of the Gold King and Lead Carbonate 
ores. Concentrations of gold should also be present with the
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•	 5. (a) (continued) 
base metals found near the junction of the Eonita and Toltec 
faults, - -the E.onita-Toltec junction and associated structures 
may be locally enriched with gold. There is a general increase 
in gold content of ores as the i3onita fault is approached from 
the west. Also, 'ALL EXISTING AVAILABLE GEOLOGIC 
INFORMATION should be properly interpreted in order that the 
most favorable areas WITHIN the Bonita-Toltec junction can be 
adequately explored. For example, if 2, 000 feet of exploratory 
adit were driven within the favorable area, considerably less 
than one percent of the favorable ground would be adequately 
explored. 


In view of the fact that the assay samples taken in the Blackhawk 
tunnel show considerable gold and silver, it is assumed from 
the above quotations that significant amounts of these two metal! 
will be found in the explorations through the Hurley tunnel. 


Under (3-a) a brief description of the physical features of the 
mine is made. Explanation is given and reference to maps 
made showing the position and course of both the Blackhawk and 
Hurley tunnels and the proposed cross cuts from the Hurley tun-
nel. Both of these tunnels are headed towards the zone of the 
junction of the Bonita and Toltec faults. Most of the material 
in 3. has to do with the underground workings of the Blackhawk 
tunnel for the reason that this is the only underground workings 


S
in which geologic studies of this area could be made under-... 
ground. Likewise, this is the only place where assays of under' 
ground veins and fissures could be made. There is approximate 


•	 ly 4, 200 feet of tunnel in the Blackhawk mine. From surveys 
made of the surface geology of the area above both these tunnels 
by several of the best geologists available, we can state that the 
ground features and mineralization should be comparable in both 
tunnels. 


No geologic studies have been made of the strata in the Hurley 
tunnel because it is inaccessible. The portal is caved in be-
cause of rotted timbering. It is assumed that similiar condi-
tions of rotted timber and caving will be found inside the tunnel. 


The large map marked Exhibit (5-a) also Burbank's map Exhibit 
(3-A-a) shows the location, position and direction of both tun-
nels and the proposed cross cuts. On this map, the course of 
the Hurley tunnel and its length is shown. There is geologic 
evidence that some of the important veins cut in the Elackhawk 
tunnel trend to the Hurley and should be intersected by it. 


Because the Hurley tunnel is approximately 500 to 600 feet 
lower in elevation, it is the logical adit to mine the ores from 
both mines and better quality of ore should be found at this low-
er depth. The portal of this tunnel is on the bank of the south 
fork of Cement Creek and is only 200 to 300 feet higher eleva-


S	 tion than Gladstone, therefore, a year round operation can be 
had without trouble from excessive snow. Because of the rug-
ged, high elevation at junction of Bonita and Toltec faults, the 
only way the ores can be reached and hauled is through a tunnel 
at lower level. 


The funds asked for in this loan will be used solely to develop







14. 
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the Hurley tunnel and explore the mineralized zone in the junc-
tion area of the two faults. If some diamond core drilling is 
deemed necessary later it will be discussed at a later date and 
under a separate program. 


The proposed work to be done under this OME program will be 
to clean out, re-timber and repair the portal of the Hurley tun-
nel then to re-timber, and clean out any caving inside the tun-
nel and put it in shape for tracts, etc., so it can be used as a 
haulage way. The fol1owin is a quote from our present geolo-


-,pj	 -F (gist, Mr. T. R. Moxness: 1-To open Hurley tunnel portal and 
'p	 lay 24" gage 30# track for an estimated distance of 3, 500 feet 


cm the tunnel. 2 -At a point approximately 3, 500 feet in the 
tunnel, a projected north-south fissure should be intersected. 
At this point, we want to commence a 6'x7' drift to the north 
and following this fissure for an estimated distance of 1, 600 
feet through it's intersection with the Toltec fault surface, it 
being theoretically presumed that there is a localization of ore 
deposition on the footwall side of the Toltec fault on the north-
south fissures in the area of intersection. 3-From this point, 
our proposed exploration work will be to drift along the footwal. 
side of the Toltec fault southwesterly, for an estimated distance 
of 2, 400 feet to the area in which the Bonita fault and Toltec 
fault intersect. It is expected, in making this drift, that any 
north-south fissures developed in the area will be cross-cut 
in this drift and could be explored to the north by mutual agree-
ment. 24 gage, 30 pound rail will be laid in the above propos-


•	 ed drifts. 4-On the surface, immediately west of the Bonita 
fault surface, and in the area of its' intersection with the Toltec 
fault, talus obscures much of the surface definition, but there 
are sufficient parallel north-south vein exposures to substanti-
ate the structural pattern on which our exploration program is 
based. In our opinion, the inaccessibility of the surface in 
this area, and the need to gain depth in the mineralized zone, 
justifies the utilization of the Hurley tunnel as a means of 
attack for this exploration program." 


Ventilation and compressed air lines will have to be installed 
in the tunnel. 


The proposed extension of the Hurley tunnel and the proposed 
drifts are indicated by red broken lines on the map marked 
Exhibit (5-a). In repairing and opening the portal of the Hurley 
tunnel an opening at least 6 feet by 7 feet will be made. 


(b) It will not be necessary to build an access road as there is a 
good road already built to this portal from the town of Glad-
stone. (Road is indicated on map Exhibit (3-A-a.) 


(c) Because of the heavy snows through the winter, it will not be 
possible to conamence work on this contract until April of 1966. 
Through next summer preparations will be made to allow future 


•	 winter operations. It is our desire to start as early next year 
as possible. The only work we can do for some time will be to 
repair and extend the Hurley tunnel. Crews of sufficient size 
will be employed to rush the work as fast as possible. More 
than one shift a day will be made. It is estimated to take about







.
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/	 5. (c) (continued) 
1tO	 two months to make the repair to the tunnel and then work will be-


I,,	 gin on the extension of the tunnel. We expect to be able to drive 


	


'	 approximately 600 to 800 feet a month. The work in driving cross 


cuts will not interfere with the tunnel work. 


6. Experience of Applicant: 


Silver Bay Mines, Inc., has been conducting underground exploartion 
work on the Blackhawk project and in other mining properties for the 
past 17 years. The officers and directors of the company are thorough-
ly familiar with the management and operation of mining operations.. 
Several of the best geologists available have been employed to super-
vise the work. For the work to be done under this contract, Mr.ay 
A.	 nnett, 211 C.A. Johnson Bldg., Denver 2, Colorado, with many 
years of mining experience will be employç as superi tendant and Dr.. 
V. C. Vickers, of Denver, Colorado, as consulting geologist and T. R. 
Moxness of Silverton, Colorado, as supervising geologist, and William 


Sii'dell of Silverton, Colorado, a registered professional engineer 
will supervise the engineering. 


7. Estimate of Costs: 


(a) Independent Contracts. 


1. Bulldozer to remove overburden, level off and repair road, 
•	 (see letter of bid attached) (this is the only contracting firm in 


Silverton)	 $11, 000. 00 


. 2.	 Powerline from Gladstone.	 Contract by 6, 000. 00 
Power Company.	 (Until power line is corn-
pleted it will be necessary to use a hired 
diesel driven compressor) 
Cost of rented compressor @$ 700. 00 per mo. 
for 6 mos. 4, 200. 00 


ONW 3.	 Drifting contracts.	 4000 feet 6'x7' 
?4-	 DNE @$13.perfootapproximately 54,000.00 


(contracts for this work are made to indivi-
dual miners on a month to month basis.	 This 
is the going rate for such work.) 


4.	 Track for tunnel (3500 feet of existing 
.--J tunnel) 9,497.00 


I	 Rail	 $4,335.00 
Ties	 437.00 
Spikes	 150. 0 
Bolts	 75. 00 


$4,997.c0 
Labor	 4,500,00 , 


$9,497.00 ' 


5.	 Timbering (estimage 400 feet) .
(Not contract) @ $10.00 per foot 4,000.00 


83,697.00 


(b)	 Personal Services 
1. Management	 $20,000.00 I 
2. Supervision	 20, 030. 00
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•	 7. (b) (continued) 
• 3. Maintenance 
• 4. Geology & 


Engineering


10,000.00 


10, 000.00 
60,000.00	 60,000.00	 / 


(c) Operating Materials & Supplies($31, 999. 80) 


1. Explosives, Caps & Fuse	 13, 000. 00 
2. Taper bits (400 @$4. 00 each)	 1, 600. 00 
3. trill steel (50 pieces)	 649. 80 
4. Power, $500.00 permo. 22mos. 	 11,000.00 
5. Miscellaneous--Hand tools, jacks, bolt, 


come-alongs, pipe & fittings, grease & 
equipment, motor belts, welding sup-
plies, steel & lumber	 5, 000. 00 


6. Fuel for oil heat, stoves, tanks, pump 	 750, 00 


(d) Operat 
1.
2.
3.
4.
5.
6.
7.


ing Equipment ($48, 200. 00) 
Electric Compressor (new)	 10, 000.00 
Welder & Charger (rectifier) used 	 800. 00 
Pickup, 4x4 (used) 	 1, 800. 00 
Miners lights & chargers	 650. 00 
Air & water hose	 500.00 
Two electric locomotives	 9, 000. 00 
Mucking machine	 2, 500. 00 


•	 8. Water pump 500.00 
9. Eight ore cars (used)@$ 250. 00 2, 000.00 


10. Electric fan (for ventilation) 1, 000. 00 
11. Two drill machines 1, 600. 00 
12. One Stoper 800. 00 
13. iceiver tanks 900. 00 
14. Rail, ties, spikes, bolts 6, 800. 00 
15. Air line pipe 4, 550. 00 
16. Vent line pipe 2, 600. 00 
17. Pressure & water pipe 600.00 
18. 1/2 ton pickup (new) 1, 600. 00


(e) None 


(f) New buildings, Fixtures, Installations 
($12, 100. 00) 


1. Building - Butler all steel 60'x40' for 
shop, office & warehouse. Office par-
tioned & insultated. Contracted by 
Butler representative	 7, 000. 00 
2. Snow sheds 8'xlSO' with switches	 3, 600. 00 
3. Electrical wiring for buildings & 
equipment	 1, 500. 00 


(g) Miscellaneous ($9, 000. 00) 


1. Assaying	 3,000.00 
2. Accounting & Office Supplies 	 3, 000. 00 
3. Equipment Repairs 	 3, 000. 00 


The Estimated cost of the project is 	 $249, 996. 80 
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0	 Cofttrakt No. 


	


-	 11W2 -090-
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-'	 Coiitract Date 
I	 ¶'	 c" 


LIEN AND SUBORDINATION AGREEMENTSb'	 __________________________________ 


•	 ':©	 ,:q: 
To the United States of America: 


That certain Land in the County of San Juan	 "State ofCOlOradO	 , 


described as foi1ows:'	 Orleans Mill Site, U.S. Survey No. 15061; 


- Silver Ledge Lode Mining Claim- N, U.S. Survey-No. 15061; Silver 


Ledge Claim Extension U.S. Survey No. 15061. 


hereinafter called the "land", is the subject of a proposed exploration contract, hereinafter called 
the "Contract", between the United States of America, here1nafter cal1edthe "Government" and 


- Silver Bay Mines. Incorporated 
hereinafter called the "Operator". In conside±8tion for and as. an Inducement to the Government exééut-
ing the Contract, the undersigned: 


1. (a) Being the owner of an interest in the lan4, hereby grants to the Government a lien 
upoiT all 'of, his right, title, and interest in the laud, and upon any.production of minerals therefrom to 
secure the payment to the Government of the royalty on production provided for by the Contract, and 
agrees if the Operator's interest should be surrendered or terminated at any time prior to the expira-
tion of the rights of the United States under said Contract to pay 'royalty'to the Government according 


'to the terms of said Contract; or, 
(b) Being the holder of a'claim, lien, or-encumbrance against the. land, hereby subordinates 


his claim, lien, or eicumbrance in or against the land and in any production therefrom 'to the rigts of 
the Government under the Contract with' respect to royalty on production and liens to secure same/ 


2. Undertakes and agrees that property in which the Government may acquire an interest or 
equity under the Contract may be dismantled,, severed from the land., and removed as may be provided in 
the Contract; ai the Government's interest and equity in such property. shall be. prior and superior to 
any adverse right or claim of the undersigned. 


3. ' Represents and undertakes that there l's no claim, lien, or encumbrance upon the under-
signed's right, title, claim, or in-terest in or agains.t the land other than the following: (If "none" 
insert the word "none". Do not leave blank.)


None 


Production from the land is not required, 'and in the absence of production there 'is no obligation 'to 
pay royalty to, the Government.' 	 -''	 -	 '	 -	 '	 '	 .	 - 


Either (a) insert the legal description of the land, or Ib) strike out the words "as follows" and 
- ,	 insert "in a..lease ,r contract,, deed, or other documen/ dated , 	 , . , and recorded in 


•	 Book, Page_, official records of said county". If (b) is used, the book and page of 
recordätion must be inserted above. If the ' space provided is Insufficient, use 'an ' Annex and refer 
to the Annex in the space. 	 , 


Insert name exactly as it appears in the Application MME Form 0 


J Subparagraph .1(a) does not apply to the holder of a ' claim, lien; or encumbrance







4.	 Undertakes and. agrees (a) neither to commit any act nor assert any claim in conflict 
with the provisions of this Agreement; and (b) to give advance notice of the Government's rights 
under this agreement to any subsequent transferee, 'mortgagee, encumbrancer, or lessee of any of the 


right, title,, claim, or interest in or against the land or any production therefrçm, 


Sndersigned's urnishing the Government with two true copies of such notice; and 


5 .	 Con'sents to all amendments (including an agreement of termination) and assignments of 
the' COntract without notice thereof,, and undertakes and agrees that this agreement shall xtend and 


'apply thereto. 	 -	 . 


.6.	 Added provisions	 None	 ,	 (State "None" or "See Annex No., 


Dated this__l7thday 'Of.' January	 ,	 , 


1117 East 7th Place ,	 (Street) 
(City &)' 


Silver Bay Mines, incorp'orat,ed.(sea") .	 Mesa, Arizona	 85201 (State ) 


1117 East 7th Place' (Street) 


''(Seal)_Mesa, Arizona.	 85201 Stae 


/	 •, .1431 East 1st Street '(Street) 


'	 '	 '	 1	 '	 ' / _it7 (City&) 


4"'	 '%q', ,	 73f/%4Q/J (Seal)Mesa, Arizona	 85201 ,	 (State) 


/	 '	
''	 ':	 '	 '	 '	 '	 . (Street) 


I '	 '	 ,	 ' '	 .(Cityc) 


___________________________________________(Seal) 	 ' (State •) 


'	 ' '
'	 (Street) 


-
(City &) 


'	 ' ____________________________________________(Seal) '	 '(State	 ) 


__________________________________________(Street) 
(City &) 


_, . '______________________________________________(Seal) (State ) 


I, C.V. Liljenguist	 ,certify that I am the' Secretary 
'(TitleSecretary, (Name)	 '	 etc.)


of the corporation named herein that W.E. Lilienquist	 , who signed this agreement 
(Naine 


was then	 Vice Pres.	 Of said corporation; that' said agreement was duly signed-for and 


(Title—Pres., Vice-Pres., etc.) 


in behalf of said corporation by authority of 'its governing body, 'and was within the scope of its 
corporate powers.


Seafl


INT.-CUP. SEC. • lASH. • D.C.' 211 03 


- -
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'" Cnfr ct No. 
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Có'ntra'ct Date 
/	 •, 


LIEN AND SUBOBDINATION AGREEMENTS-/
ç 


A']O ;fr 
To the United States of America: 


That certain Land in the County of SaZ] Juan	 ,	 of__Colorado	 , 


described as fo11ows:'	 Orleans; Mill Site. U.S. Survey No. 15061; 


'Silver Ledge Lode Mining 'Claim. -U.S.' Survey No. 15061; Silver 


Ledge Claimi 'Etensionh', U. S. Survey -No. -15061.. 


hereinafter called the "land", is the subject of a proposed exploration contract, hereinafter called 
the "Contract",) between the UnIted' States of America, hereinafter called the "Gôvernmént" and 


	


Silver Bay. Mines,. In .corporated .	 .,.	 ,,,	 ,J 
bereinafter called the "Operator". In consideration for and as. an inducement to the Government execut-
ing the Contract, the undersigned: 


1. (a) Being the owner of an interest in the land, hereby grants to the Government a lien 
upon an of. his right, title, and-interest in the land and upon.any production of minerals ,therefrom to 
secure the payment to the Government of the royalty on production provided for by the Contract, -and 


,


agrees if the Operator's interest should be surrendered or terminated at any time prior to the expira-
tion of the rights of the United States under said Contract to ' pay royalty 'to the Go'fernment' according 
to the terms of said Contract; or 
-. -	 (b) Being the holder- of a- claim, -lien, or encumbrance against the- land, hereby subordinates 
his claim, lien, or encumbrance in or against the land and in any production therefrom -to the rig1ts of 
- the Government under the Contract with respect to royalty on production and liens to secure same.J 


2. Undertakes and agrees that property in which the Government may acquire an interest or 
equity,under the Contract may be dismantled, severed trom the land,, and removed as may be provided in 
the Contract; and the Government's interest and equity in Such property shall be. prior and superior to 
any adverse right or claim of the undersigned. 


3. Represents and undertakes that there i's no claim, lien, or encumbrance upon the under-
signed's right-, title, claim, or interest in or against, the land other than the following: -. (If "none" 
insert the word "none". Do not leave blank.)	 .	 : - 


None? 


Production from the land is not required, and in the absence of production there is no obligation to 
pay royalty -to the Goyerninent. ' -	 '	 ---	 -.	 .	 - - 


Either (a) insert the legal description of the land, or Ib) strike out the words "as follows" and 
insert "in a lease r contract, -deed, or other documenJ dted	 ,	 , and recorded in 
Book, Page., officIal records Df said county". If (b) is used, the book and. page of 
record.tion must 'be inserted above. If the space provided is Insufficient, u"se an Athiex and refer 
to the Annex in the space. ,	 -	 ,.,.	 - 


	


J Insert name exactly as it appers In- the Application €'Form, 1 O., - ,	 (c)



J Subparagraph 1(a) does not apply to the ho1der of a claim, lien,,, or encumbrance.







4.'	 Undertakes and agrees '(a) neither to commit any act nor assert any claim in conflict 
with the provisions of this Agreement; and (b) to give advance notice of the Government's rights 
rider this agreement to any subsequent transferee, 'mortgagee, encumbrancer, or lessee of any of the 
ndersigned's right, title, claim, or interest in or against the land or any production therefrom, 


furnishing the Government with two true copies of such notice; and 


-	 5 .	
Consents to all amendments (including an agreement of termination)' and assignments of 


the' Contract without notice thereof,,and undertakes,and agrees that this agreement shall pxtend and 
'e.pply thereto.	 ' 


6.	 Added provisions	 None	 (State "None" or "See Annex No.	 ".) 


Dated this_ i7th.a 	 Of	 January	 ,	 , l9.. 


1117 East 7th Place (Street) 
(City&) 


Silver Bay Mines,	 Inc.	 , .'. ( Seai)	 Mesa, Arizona	 85201 (State 


1117 East: 7th Place (Street) 


%' V	 (Seal)__ Mesa, Arizona	 85201 State 


7 1431 East 1st Street (Street) 


)	 '	 ')
'	 (City&) 


Seal	 Mesa, Arizona.	 85201 ,	 (State) 


('Street) 


(City &) 


____________________________________________(Seal 	
' (State •) 


__________________________________________(Street) 
(City &) 


____________________________________________(Seal)' 	 ' '(State ) 


____________________________________________(Street) 
(City &) 


'(Seal .).	 ,	 '	 '	 '	 ' (State ) 


i,C .V. Lilj enguist . 	 ,certify that I am the' 	 Secretary 
(Name)	 '	 (Title—Secretary, etc.')


of the corporation named herein; that W.E. Liljenguist '	 , who signed this agreement 
(Name) 


was then	 Vice? Pres •	 Of said corporation; that said agreement was duly signed-for and 



(Title—Pres., Vice-Pres., etc.) 


in behalf of said corporation by authority of 'its governing body, and was "within the scope of its 


corporate powers.


V 	


, ( Corporate SealJ 


-- .-'	 V 	 - 	


Ifl?.-DOP. Sn.. WA. • D.C. 211 03 
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LIEN AND SUBORDINATION' AGREEMENTS' 


To the United Sta'tes of America: 


FOR GOVERNI€NT USE ONLY 
Operator 


cket No. 


'Conaçt'No.
- 


, 1C,ntrac.t Date 


< 1"G "S


1' 


That certain Land in the County of 	 Sam Juan	 ? "State of Colorado	 , 


described as fo1lows: 	 Orleans Mill Site U.S. Survey No. 15061; 


- Si1vex Ledge Lode. Mining Claim., U.S. Survey No.. 15,061; Slver' 


Ledge C1aim Ext,ep.sion, 'U.S. Survey No.. 15061 


hereinafter called the "land", is the subject of a proposed exploration contract, hereinafter called 
the "Contract", ; bevèen'the United States of America, hereinafter called the "Government" and 


Silver Bay Mines, Incorporated	 '	 ..	 ,J 
)iereinafter called the "Operator". In consideration for and as. an inducement to the Government execut-
ing the Contract, the undersigned: 


1. (a) Being the owner of an interest in the lan,' hereby grants to the 'Government a lien' 
upon all 'of, his right, title,'and interest in the land and upon any production of minerals therefrom to 
secure the payment to the Government of the roy.lty on production provided for by the Contract, and 


S
agrees if the Operator's interest should be surrendered or terminated at any time prior to the expira-
tion of the rights of the United States under said Contract to pay royalty to the Government according 


'to the terms of said Cpntract; or, 
(b) Being the holder of a claim, lien, or encumbrance against the land, hereby subordinates 


his claim, lien, or ezicumbran ce in or against the land and in any production therefrom 'to the rigts of 
the Government under the Contract with' respect to royalty on production and liens to secure saine.J 


2. Undertakes and agrees that property in which the Government may acquire an interest or 
'equity under the' Contract may be dismantled, severed from the land, and removed as may be provided in 
the Contract; and the Government's interest and equity in 'such property shall be. prior and superior to 
any adverse right or claim of the undersigned. 


3. Represents and undertakes that there is no claim, lien, or encumbrance upon the under-
signed's right,' title, claim, or interest in or against the land.other than the following: (If "none" 
insert the word "none". Do not leave blank.) '


None 


Production from the land is not required, "and in the absence of 'production there 'is no obligation to 
pay royalty to'the Government. 	 '	 "'	 ' ' 


Either (a) insert the legal description of the land, or Ib) strike out the words "as follows" and 
insert "in a 'lease r contract, deed, or other docümen dated	 , , and recorded in 
Book, Page_,officia.lrecords of said county". ', If (b) is used, the book aiid page of 
recordätion must be inserted above. If the space provide4 is insufficient, use an Annex and refer 
to the Annex 'in the space. 	 ...	 , 


Insert name exactly as It appears In the Application MME Form 1O.. 


J Subparagraph 1(a). does riot apply to the holder of a, claim; lien, or encumbrance.







4.' Undertakes and.agrees ' (a) neither to commit any act nor assert any claim in conflict 
with the provisions of this Agreement; and (b) to give advance notice of the Government's rights 


S


nder this agreement to any subsequent transferee, 'mortgagee, encurnbrancer, or lessee of any of the 
ndersigned's right, title, claim, or interest in or against the land or any production therefrom, 
furnishirg the Government with two true copies of such notice; and 


5. Cori'sents to all Smendments (includ.lng an agreement of. termination)' and assignments of 
the ' Contract without notice thereof,, and undertakes and agrees that this agreement shall xtend and 
apply thereto. 


6.	 Added provisions	 None; (State "None " or "See Annex No.____ 


Dated this 17th day Of_ Janu,rv ,	 196.6...... 


1117 East 7th Place' (Street) 
(City &) 


Silver Bay Mines, Inc.	 (Seal) Mesa, Arizona	 85201 (State 1 


1117 East 7th Place (Street) 


_____________________________ Arizona	 85201 Stat 


1431 East 1st Street (Street) 


,44' , Mesa, Arizona	 85201 (State) 


/'


(Street) 


• • (City &) 


___________________________________________(Seal) _' (State ) 


•	 '	 __________________________________________(Street) (City'&) 


____________________________________________(Seal) (State ) 


• ' (Street) 
(City &) 


___________________________________________(Seal) ,	 '	 '	 '	 - (State )


, C.V.Liljenquist _, certify that I am the Secretary 
(Name)	 (Title—Secretary, etc.) 


of the corporation named herein; that W.E.Liljenguist • , who signed this agreement 
•	 • .'	 •	 (Name) 


was then	 Vice Pres •	 of said corporation;, that said agreement was duly signed-for and 


(Title—Pres., Vice-Pres., etc.) 


in behalf of said corporation by authority of 'its governing body, • and was within the scope of its 


corporate powers. 







FOR GOERNMENT USE ONLY 
Operator 


Docket No.

OME - 


0Cphtract No; 
ih23-O9o-


contract Date 
1/	 -: 


LIEN AND SUBORDINATION AGREEMENTS1	 ..	 - ________________________________ 


To the United States of America:	 c 


	


That certain land in the County of San. Juan	 $tate of Colorado	 , 


described as fo11ows:'	 Orleans Mill Site, U.S. Survey No. 15061; 


Silver Ledge Lode Mining . ..C1aim. N. -U.S.. Survey No. 15061; Silver 


Ledge Claim. Extension; U.S., -Survey No. 15Q61. ,.. 


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


• Silver Bay Mines, Incorporated . . . 	 .	 N 
hereinafter called the "Operator". In considé'xation for and as. an inducement to the Government execut-
ing the Contract, the undersigned: 	 . ....... 


1. (a) Being the owner of an interest in the land, hereby grants to the Government a lien 
upon all of, his right,-title-, and- interest in the land and upon any production of minerals therefrom to 
secure the payment to the Government of the royalty on production provided for by the Contract, and 


.


agrees if the Operator's interest should be surrendered or terminated at any time prior to the expira-
tion of the rights of the United States under said Contract to pay royalty to the Government according 
to the terms of said Cpntract; or 


(b) Being the holder of a -claim, -lien, or encumbrance against the-. land, - hereby subordinates 
his claim, lien, or eicumbrance in or against' the land and in any production therefrom to the rigts of 
the Government unde.r the Contract with respect to royalty on production and liens to secure same. 


2. Undertakes and agrees that property in which the Government may acquire an interest or 
equity under the Contract may be dismantled, severed from the land, and removed as may be provided in 
the Contract; and the Government's interest and equity in such property. shall be. prior and superior to 
any adverse right or claim of the undersigned. 


3. Represents and undertakes that there is no claim, lien, or encumbrance upon the under-
signed's' right, title, claim, or interest in or against .the land, other than the following: (If "none" 
insert the word "none". Do not leave blank.-) - 	 - 


-- .-.	 -.	 None 


Production from the land is not required, --and in the absence of production there is no obligation to 
pay royalty to . the Government.	 - - - 


Either (a) insert the legal description of t-he land, or jb) strike out the words "as follows" and 
insert "in a lease jr contract, deed, or other documen/ dated 	 -__, and recorded in 
Book	 _, Page	 ,.offi.clal records of said county"-. 	 f (b) is used, the 'bOok and. page of 
recordätion must be inserted above. If the space provided is insufficient, use an Annex- and refer 


- to the Annex in the space.	 , -	 •.. -	 - - .	 -	 - 


Insert name exactly as it appears in- the Application MME Form)40.. - 	 . -	 - -	 - 


J Subparagraph 1(a) does not apply to the holder of claim, lien, or encumbrnce. 
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b. Undertakes and agrees (a) neither to commit any act nor assert any claim in conflict 
with the provisions of this Agreement; and (b) to give advance notice of the Government's rights 


S


nder this agreement to any subsequent transferee, mortgagee, encumbrancer, or lessee of any of the 
ndersigned's right, title, claim, or interest in or against the land or any production therefrom, 


furnishing the Government with two true copies of such notice; and 


5. Consents to all 8mendments (including an agreement of termination) and assignments of 
the Contract without notice thereof,. and undertakes and agrees that this agreement shall xtend and 
apply thereto.


6. Added provisions	 None	 (State "None" or "See Annex No.. 


Dated this _17 ã of January	 , 19 


1117 East. 7th Place


	


	 (Street)

(City &) 


	


Silver Bay Mines, Incorporateseai) Mesa, Arizona 85201	 (State I 


r	
1117 East 7th Place	 (Street) 


	


(Seal). Mesa, Arizona. 85201	 (State ) 


1431 East 1st Street	 (Street) 


'LP 1/7q24Qt(seal) Mesa, Arizona 85201	 (State) 


•	 /1	 .	 . .	 .	 .	 .	 (Street)



(City ) 
___________________________________________(Seal) 	 . .	 .	 ..	 (State ) 


•	 .	 .	 . .	 .	 . .	 _.


.(Street)

(City &) 


____________________________________________(Seal) 	 _... (State ) 


____________________________________________(Street) 


(City &) 


____________________________________________(seal).. .. (State ) 


I, (LVI . Lillericiuist	 ,certify that I am the	 Secretary 
Namè)	 . .	 .	 (Title—Secretary, etc.) 


of the corporation named herein; that W.E. LillenQuist	 .	 , who signed this agreement 
(Name) 


was then	 Vice Pres.	 of said corporation; that said . agreement was duly signed -for and



(Title—Pres., Vice-Pres., etc.) 


in behalf of said corporation by authority of its governing body, and was within the scope of its 
corporate powers.


'- '_•_.?7:• 	 5Lorate Seal) 


-	 • •..	 .	
.	 I.-.OUP. S. • UAI. • D.C.. 211 03
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FOR GOVERN?NT USE ONLY 
Operator 


M4E Form 52	 UNITED STATES	 -	 . 
Jan. 1959	 DPART?€I'T OF THE INTERIOR 	 . 


	


OFFICE OF MINERALS EXPLORATION 	 C1t! 


___	
\I	 0 (	 OME - 


,ContraçtNo. 
14-23-p90 .—


g -________________________________________ 
,-	 Cortract Date 


LIEN AND SUBORDINATION AGREMENT&J	 ', 
<0	 c 


To the United States of America:	 —'> 'J7 
-'-' 7'.'7 


	


That certain Land in the County of 	 S.fl Juan	 'State of Colorado	 , 


described as fol1ows:'	 Orleans Mill Site, U.S. Survey No. 15061;; 


Silver Ledge Lode Mining Qlaim, tJS. Survey No.- 15061;. Silver 


Ledge Clai Ex.te-nsion'U.S. Survey No. 15061.. 


hereinafter called the "land", is the subject of a proposed exploration contract, herethafter called 
the "Contract", between the United States. of America, hereinafter called the "Gove±nment" and 


	


Silver Bay ;Mines, Incorporated	 . 
hereinafter called the "Operator". In consideration for and as. an inducement to the Government execut-
ing the Contract, the undersigned: 	 -	 -	 . - 


1. (a) Being the owner of an interest in the land,'hereby grants to the'Government a lien 
upon all of his right, title, and-, interest in the laud and upon any production 9f minerals therefrom to 
secure the payment to the Government of the royalty on production provided for by the Contract, , and 


.


agrees if the Operator's interest should be surrendered or terminated at any time prior to the expira-
tion of the rights of the United States under said Contract to pay 'royalty to the Government according 


'to the terms of said Cpntract; or, 
(b)' Being the holder of a claim, lienr, or encumbrance against the land, hereby subordinates 


his claim, lien, or ezicumbrance in or against the land and in any production , therefrom 'to the rigts of 
the Government under the Contract with' respect to royalty on production and liens to secure samei.J 


2. Undertakes and agrees that property in which the Government may acquire an interest or 
equityunder theContract may be dismantle4, severed trom the land, and removed as may be provided in 
the Contract; and the Government's interest aridequity in such propertyshall be. prior and superior to 
any adverse right or claim of the undersigned.	 - 


3. Represents and undertakes that there i's no claim, lien, or encumbrance upon the under-
signed's right,' title, claim, or interest in or against the land other than the following: (If "none" 
insert the word "none". Do not leave blank.) ' 	 -	 - 


None 


Production from the land is not required, '-and in the absence of 'production there 'is no obligation to 
pay royalty to the Government. 	 ..	 .	 -	 - - 


JEither (a) insert the legal description of the land, or Lb) strike out the words "as follows" and 
insert "in a lease jr contract, deed, or other docuinenJ dated , and recorded in 
Book, Page_, official records of said county". If (b) is used, the book and page of 
recordation must be inserted äbove If the space provided is Insufficient, use an Annex and refer 


- to the Annex in the space.	 . -	 ",	 ' 


Insert name exactly as it appears' In' the Application MME Form 1iO.	 "	 -' -



J Subparagraph ,l(a) does not apply to the holder of a ôlaim, lien, or encumbrance.







4.' undertkes and. agrees (a) neither to connnit'anyact nor assert any claim in conflict 
with the provisions of this Agreement; and (b) to give advance notice of the Government's rights 
under this agreement to any ubsequent transferee, 'mortgagee, encumbrancer, or lessee of any of the 
.indersigned's right, title, claim, or interest in or against the land or any production therefrom, 
furnishing the Government with two trne copies of such notice; and 


5. Consents to all amendments (including an agreement of termination) and assignments of 
the Contract without notice thereof,, and undertakes and agrees that this agreement shall xtend and 
'apply thereto.


6. Added provisions	 None	 (State "None" or "See Annex No.. 


Dated this l7thday Of January	 , , 


	


. 1117 East 7th Place .	 ( Street) 
(City &) 


Silver Bay Mines, Inc.,	 '	 ' (Seal) Mesa Arizona 820l	 (State 1 


,	
1117 East 7th Place'. 	 (Street) 


	


/d '( (Seal). Mesa, Arizona 85201 	 (State ) 


1431 East. 1st Place	 (Street) 


(City &) 


P'	 (Seal) Mesa, Arizona . 85201	 ,	 ( State) 


f '	 '	
. ,'.,':	 '	 ('Street) 


(City &) 


___________________________________________(Seal) 	 '	 (State ) 


• ,	 '	 '	 '.	 _


'(Street)

(City &) 


____________________________________________(Seal) :	 , (State ) 


____________________________________________(Street) 


(City &) 


____________________________________________(Seal) ' ' (State ) 


i, O.V._Lilenquist. .,certify that I am the_,__Secretary 
-	 (Name)	 '	 '	 (Title—Secreary, etc.) 


of the corporation named herein; that W.E. _Liljenquist__' _, who signed this agreement 
(Name) 


was then VicePress. 'of said corporation; that said agreement was duly signed-for end. 
-	 (Title—Prea., Vice-Prés., etc.) 


in behalf of said corporation by authority of 'its governing body, and. was within tile scope of its 
corporate powers.


-	 -	 -	 i.-cu. sac. • c*sa. • D.C.. 211 03


/
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Mr. C. V. Liljonqui$t 
Secretary 
Silver Bay Mines, Incorporated 
flu East 7th Place 
Mess,. AtizOill 85201 


.Rc:	 6533 GQid.Si11ver) 
Situer Bay Mines, .Xnc.rp.r*ted 
Rurley rt*rn.1 Mine 
San Juan County,, Colorado 


APR 1 9 7968


OFFICIAL FILE COPY



	


Dote	 Surnome j Code 


	


4 19/&	 120 


_________ 120 


_________ 110 


______________ 220 


Dr Mr. Lij.nLiuLSt: 


This is in reply to your letter of April 12, 1968. requestin8 return 
of naterial subaitted with the applic*tiQ1. 


We are returning, to you *8 *ub of the naterial subaitted with your 
spp1ic$t1fl as the general instructiOns will psr1t. Vs will ret*in 
the copy of the application because this is the (oveUS*t'$ pteas*t 
record of your gppiic*tion. 


Enc lesuros include the f011owing iatetil 


1. Mining Lease *nd OptiO* . RtTht.r and Silver Bay Mines', Inc. 


2. &cO ic Appt$L$*l of the. Silver Bay ixplotation Project by 
Dr. I. C. Vickeri, AUU5t 1960. 


3. AppIicstiOfl for Unsocial Assistance in Minerals Explot*tiofl. 
Black Hawk !*plormtion Pnoject by Dr. R. C. flcker*, 
October 1960. 


4. A Progress Baport on Black Hawk Mine for 1939' by Herbert 'U. 


5. The Sir yside, *01* Baito. and BonUs. Vault Systaiz$ and Their 
Associated Ore Deposits, San Juan County. ColoradO, by 
W. S. Burbank, 1951, ColorsdeScisuttfl C Society Proca.dtn€C 


Vol. 15, No. 7.







•	 .• 


6. ii*t.*tt G*rUfi*stei fAsuy. • • 


1.	 *ab..teIsaiids**..	 . 


8.


$ G.oigt* amp si aza of *1*4k **vk Zwtolt1a$ Pro.ot. 


b Nip $h4n eoioy lind $trustus, Sili*r *sy Proj.et. 


• $trueturs amp, Zui'sko *th$ *tstri.. 


4 2 Cld* amps s1*wtng pr*po*.d work.


/ 


Px*flk*. JOba*4s. 
ss Of fiø* ot 


$t*srsls **pIors*ieu 


cc: Director's Reading File

Division File	 • 
Economic Geology File 
ONE File	 . 


ONE Reading File. 


4r .ICjrkino 


HKirkeao/bsl	 .4/19/68	 .	 .







MINE OFFICE
	


MESA 
POST OFFICE BOX 395


	
TELEPHONE 


SILVERTON, COLORADO 81433
	


964-2746 


Silver Bay Mines, Inc. 
1117 EAST 7TH PLACE



MESA, ARIZONA 85201 


April 12, 1968 


Mr Frank E. Johnson 
Chief, Office of Minerals Exploration 
Washington 25, D.C.


OME-6535 (Gold-Silver) 
Silver Bay Mines, Incorporated 
Hurley Tunnel Mine. 
San Juan County, Colorado 


Dear Mr Johnson: 


During the year 1966 we filed, application for a participating 
loan through OME for funds to open and. dLewelop the Hurley Tunnel 
of our mine as indicated, above. ConsideEble correspondence was 
had between us and. you regarding the approval of the loan as per 
our application. Due to circumstances that arose we were not able 
to go ahead with this project as plannedL and nothing was done 
with the mine during the year 1967. 


We are now making plans to sell our mines tb a larger company 
who will be able to go ahead. with the further development of. the 
mine and will havre sufficient funds to do the necessary work. For 
this reason I arni writing this to ask if it is possible for you to 
return the loan application data, maps etc. that were sent to you 
as we will need some of the information contained in this material 
to complete the sale. We will greatly appreciate. it if you can 
return this material to me at the address shown above. 


Very truly, 


C.V. Liljuist- cretary 
Silver BayThes, corporated. 


Re:







FFICIAL FILE COPY 
Date	 Surname	 Code 


•110, 


L	 A. 120 


I'24E Form.7 
(2/63)


Kr. C. V. Ltl.$*nqisist 
$.creta*y 
ltli,se lay *Lies, inc.rpexatad 
LUI a.st 7tk Plass 
Kiss, Ari*o** $5$t 


220 I 


•	 L*• OP633S (4*144 Liver) 
Silver lay Mines, iMorporstad 
Murley Ttninel Mine 
£$flJU** Sotwtty, Colorid. 


•	 Dear Kr. Itijanquist:. 


Thank : for your i*tter of August 9, 1946, explatning the delay 
in supplying the addittousi tnforrsatton necessary to 4onttnie the 


•	 prosessing of your appituttan. 


•	 A. it his b.Øn aevrai sntha. sthes you filed your appitc.*ttoit 
mad you do not enpect to be La it p*aLtLon to praised with it untU 
next year, we he,. p3ac.d your application in a. withdrawal status. 
*os.v.r, you say rtopee it at may tin, by submitting 4enpl.t.d 
application foras (M*4.ra 40) in duplicate and referring to your 


•	 previous itppli€a.tion. $ukgroun• satirist, applicable saps, and 
other data mabetittad with your prior application need not be in. 
iluded in your new application. seems, of the length of tine which 
has ilipsad, copies of new bank c,rr.spondsnce, Lien *nd $nbordtnation 
Agressints, e,ntractor's bide, etc. will be required. 


Changes in the proposed axpieratian worI should be tncLwd.d with 
appropriate saps showing such work and, in view of rising prices, 
new detailed iost astisetes submitted. Other p.rttnent information 
required as sentioned in our lettss to you of February U. and 
Kink 10, l96, also should be furnished. 


•	 if you deetd. to reopen your application, pleas. be assured that it 
• wtLl be given prompt and careful consideration. 


SinCerely your., 
FRANX El JOliNULi 


CC Director's reading file	 \ 


Division file	 .	 •	 • . freak L Jihnsu. 
Economic Geology file	 Chief, Office of 


>-OEfi1e •
	


H	 H • •	 Minerals xpiorstton 
ONE readingfile	 .	 •.. • 
ONE Region III	 -'-


FEJohnson/bih 8/16/66 32 63







	


.	 . MINE OFFICE	 MESA 
POST OFFICE BOX 395	 .i1[I,	 ELEPHONE 


SILVERTON, COLORADO 81433 	 964-2746 


Silver Bay Mines, Inc. 
1117 EAST 7TH PLACE 


MESA, ARIZONA 85201	 12 '1966 
August: 9, 1966	 INxALoo 


ILJi 
JLLQ. 


	


Mr Frank E. Johnson 	 I 
Chief, Office? of Minerald Exploration 
Washington 25, D.C.


Re: OME-6535 (Go1d-Silver 
Silver Bay Mines, Incorporated 
Hurley Tunnel Mine; 
Sam Juan County, Colorado 


Dear Mr Johnson: 
Your letter of July 12th came; to my office while I was in 
Colorado which' is. the reason for delay in acknowledging. 
The reason for our delay in furnishing you the additional information 
you have r'equested is due to our de:sire to make. furthe-r surveys 
arid get additional ge.óogical reports and data that we ne in 
making the decisions as to whether' we should concentrate: our efforts; 
in exploration from. the Blackhawk tunnel or clean out and repair 
the; Hurley tunnel and do the desired exploration work from it as 
set forth in the above:; application. 
We. have had some delay in getting the desired geological work done 
so as to amend our application and give you the additional 
information you desire. From work we have been able to do and 
information we have; gathered we are a little? more? favora-bly inclined 
to the prospects in the Hurley tunnel, partly because? of the; much. 
lower- altitude at this tunnel. It does not; appear, however, that; 
we will be able to definitely decide? this matter' until later this 
year. We do not want; this application cancelled aa we: will want to 
file the amended application with you by the first part of next 
year'. If it is nec:essary to withdraw the apiicationi at this time 
it will be. our desire to reopen it agáñini early next yearand then 
take the necsss:ary steps to have? it completed. 
Your reply to this letter will be appreciated. 


Very sincerely yours;, 


C.V. Liljquist-/jSecretary 
Silver Basil Minesi" Inc. 
1117 East 7th Place; 
Mesa, Arizona 85201
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Date Surname Code 


)b


t..I	 11 
I1emorandum 


To	 The File 


From	 Chief, Office of Minerals Eploration 


Subject	 O11E_6535 (Gold-Silver) 
Silver Bay Mines, Incorporated' 
Hurley Tunnel Mine 
San Juan County, Colorado 


The Applicant has not repliec' to our letter of July 12, 1966 


Accordingly, the subject docket is referrec to the inactive file 


and consioered as having been wilhorawn


1: 
NMerritheu/mm 
cc: Director's. Reading File 


Division rile 
Economic Geology File 
Docket 
O Reading File 
Region III	 ':	 ,	 ' 
l2OM


23263 
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!4ME Porm.7
Dote Surnome Code 


, 4J (2/63) /g 


__________1/'' 


flv.r Bay Mines, Incorpor*tsd 
1W Zest 7th l*ce 
)sa, Arizona 83201	


0


____ _________ 


le:	 CI$'33 (-IUusr) I 
*ilver Bay Mines, Zneexi,oa*t.4


____ 


Rurlay Tun*e1 Mine 
San Juan County, COIOUdO 


çentlsn; 


WS bEes set hssxd frN yøU sine. yeur 1*tt*t Of $07 14, 1%. 
Will you please advise us when we nay	 pect to raeoive yur 
mended application. 


•	 We csnaet held an application indefinitely. 	 Tbes'.f•re, if w 
•	 d not r.ceis your **àndad appiicstjon Within thirty d*y$ frel	


0 


the dat. of this letter, we shill consider the application as 
Mving been withdrawn.	


0 


TI the application is withdrawn a	 yon wish to reopen this 
CUS smatine in the futur., you nay do so by subnittin new 


•	 appiteation fors$	 torn 40), new bank letter. d*tèd within: 
the precedin$ 90 d*ys, referring to this ØIS do.kat nb.r, and 
ft*rniabin	 the information previously requested toether with 


0	 0 my new information that you think *tht	
0	 0	 0 •	 0 


$inc.rely yours, 


0 0	 0	 FBAIK E. JOHNSON	 . •0 


Frank	 . Johnson 
0	 0	 0	 0	 0	 0 	 0	 QffLce	 of.	 0 0 


Minerals Zzploration 


cc	 Director's Reading File 
Division	 File	 ••:	 0	 ••	 0	 ••	 0	 0	 0 
Economic Geology Fle 


• 0	 0	 ONE	 Docket	 0	 0	 0	 0	 0	 •• 0	 0	 0 
ONE Reading File 
Region III 


NNrrithew/tnm (7/11/66)
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IPorm7	 I
;:;;- Surnøme _____ 
- 


(2/63) h Ak-
t C-&L' 


_______ ,I'1' 


*it*z lay $$.., Zw.t$rai4 
UZ1	 st 7th flac* - 


u, AV1	 $2O1 ___ ________ ___ 


css43s	 4$&3,.r) 
*Ii.r sq w., tcorpr*t.4 ____ _________ ____ 


1 1114 
$m* lv.* $eiity, Ca1*r$ 


Th*J	 M 7.0 1.ttr *t *øy 4, 14* I ond*	 a of	 tr p1w 
W ut	 &b. Slmckh*wk t** t* t	 jwIctis* of eho Iø&t* eM 


eM that	 1*t.isd to	 it ** MOd mp,Lic*tte* 
I 


* wtll *z*4e y*er proyuty aitar	 b.* $ttt.4 e. infor*aUan 
M. appflsit*e lir* spA after i	 rpvtow bf sbLs t*fer' 


ti.s	 s tht	 focs*a* 1m1,*d q11f	 4.r the te1&ttez,s 
of the s'st**. 


W.	 pu r4sv	 lttsrs of Pekuary 11 *d such Z$ 
1N ibmrdu va cite 	 .cjft a44tton.1 i* r*1m thet shs,1d be .**$W ** aplst. the appltestts. 	 Zt te y.*r	 sbtUty to 


eM slisit en explorsttos prt 	 based e	 oLc• of 
afte eM	 sUn eM	 Uy dm** that iMicaw the propo*sd tar$et 
qaaftftea for the prot. The dt. or *ft.s s*)ta4 for 
**plse *ad th	 tht	 the prio14d .xpi*ratsry erk 
a**t b* *o.*utbLe	 *	 t, the Cr*t. 


Øs $pe Ø g eor	 aM *a,L*n of the old s*rtse II1 
.öti	 r.$tws r.prte of s$f*CMbZS aiIi..x cent** Ia the 	 i1 
e	 to 


**a tewát for additIaaL	 raetjaa shout4 net bt e.srumd	 * 
wiMbt b	 the ar*t t	 **t	 elt**iia cOntxact. 


Siacrely y.*r*, 


cc	 Director's Reading File 
Division File	 FRANK	 JOENSON	 <' 
EcotOmic Geology	 i1e 
ONE Docket	 Yrsek *. Jobaaem 
ONE Reading	 (kiSf, Otftc. •t 
Reg. III w/cy itc. ltr. 	 lUasrals rxpl.oration 
Kirkeino 


BKirkemo/mm (5/20/66) 


\
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MINE OFFICE

POST OFFICE BOX 395



SILVERTON, COLORADO 81433


Silver Bay Mines, Inc. 
1117 EAST 7TH PLACE



MESA, ARIZONA 85201 


May 14, 1966


.
coPY	


TELEPHONE .1	 O M0 L	 964.2746 


?i


1.&) '1966


I 


Mr Frank E. Johsom 
Chief, Office of Minerals Exploration 
Washingtoni 25, D.C.


Re: OME 6535 ( Gold-Silver) 
Si1ver Bay Mines, Inc. 
Hurley Tunnel Mine; 


Dear Mr Johns.on': 


The: annual stockholders and Board of Directors meetings: of Silver 
Bay Mines., Inc. was' held in Denver, Colorado on April Sthand 
discussion w. s had regarding the exploration work as outlined in. 
the above OI application.. 


Your letter of February 11th was read to the Board and after discussion. 
the decision. was. made to act on your suggestionsand give consideration 
to the: driving of the Blackhawk tunnel on in to the junction of the? 
Bonita and Toltec fault zone; to explore a nd develop the gold and silver 
ores shown from surface; outcroppings and other ge;oloic. surveys to 
exist: in this zone. 


We? will not be able to commence; work on this project until after' the 
snow melts. which will be; in the early part of June. Als:o be;fore; we 
can. start actual work it will be; necessary to complete the installation 
of the 16" metal vent pipe: we are; n.ow working o. This pipe is nowi 
installed for' about; 600 feet in. the tunnel but must; be ex±e.nded[ for 
about. another 1500 fee;. This. work will take about 30 days;. As soom as; 
this? is done; it: will be: our hope; to have a Goverent engineer go over 
our properties to further determine; the most logical meanz of exploring 
the: junction zone: of these; two1 faults;. If this; c;an be done:, it will 
give us a much better ide.a of just; ho to amend our' application for' 
OME assistance;. Will you please? advise me as to whether you think: 
we could expe;c;t an. mn.spec;tion before we finally complete the amended 
application.. 


We; expect to. start our' mining operation about the: first of' June; 
and. would like to havie your reply as2 soon. aas possible so we; can 
make our plans; for' this years: work. 


Sincerely youra, 


C.V. Liljeist- ,4cretary 
Silver Bay Mines,L'lnc;. 
1117 East 7th Place 
Mesa, Arizona 85201 


1'
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MINE OFFICE 
POST OFFICE BOX 395 


///	
COLORADO 81433


.	 O	 MESA 
TELEPHONE 
964-2746 


Silver Bay Mines, Inc. 	 OFFICIAL 
1117 EAST 7TH PLACE


	
COPY 


MESA, ARIZONA 85201	
O M0 E0 


March. 22, 1966
	


'TLIVED 


25 1966 


:TlCOD 


Mr Frank E • Johnson 
Chief, Office of Minerals Exploration 
Washington 25, D.C. 


Dear' M. Johnson: 


I greatly appreciate' receiving your letter of March 
10 with. reference to ONE- 653 . , Silver Bay Mines, Inc. 


I have gone over the contents; of your letter and am glad 
to receive the commemts and sugge;stions made by you regarding the 
loan application of above, number. 


I am. leving within a week to go to Denver, Colorado 
to attend the Annual Stockholders Meeting of Silve.r Bay Mines which 
will be held there on April 5th. I will also attend the meeting of 
the Board of Directors; that will be elected by the stockholders. 
The matters; mentioned in. your letter will be; pesénted 	 both 
meetings and will be; considered very carefully .. As soon as decisions 
are; reached in these; meetings regarding this loan, application I will 
immediately informi you.. 


1 am sure it will be. the desire. of the Board of Directors; 
and also the stockholders to act on yur suggestions. We are vitally 
interested in getting the development work underway' outlined in. 
the loan, application.


Very truly, 


C.V. Liljeist- jecretary 
Silver Bay 12Iines,frmnc. 
lll7'East 7th Place 
Mesa, Arizona.
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Iur1y iI: Mias 
.	 .;.	 fl .	


: 	 •;	 , .	 1	 bjar*41	 ,,	 , .	 .	
•:	 •	 •: 


G*nt1.tn 


Tha y** fo 7eur lsettr .t b$m ti 1.966, cøa*vt	 app11 43tøt for	 *$t$t$i*	 1*4t$ *0 tt *tLINe &t prii*nt o $ustLty ;cY,r*It.nt pttt*Lpttan in 	 pi to .xp1or. 
p.ssb;L.	 bø4i. at tk* jurcti* ot th *4*ç a*4 bonit* t4t .I,*. frei* tb **y Thi**I As astt *EIatja* Of $sej*ie 0t4u*tUEøa in t4 t$a*1 it i'.ssib1ø b***iø** t. *b:i*is *r* t ecc.ssib1 Zt is ier U*estbtIty to-k th rki acc*a.tj f.r .a.*t1 by .ir ft4 *pr*t*tt$ if yeu prpoe stax*t*g a 
project n *tru,.. $Ltbt th tU*$]b 4Ø Mv. ststs4 pavt.y that tb	 of ttm,*i.	 abtI &tat i* tt be dara4 t a
efltaçt 


There is 1ikswi tn*utfij.*t eliitne t. Jssrtfy drtvi* a *v 
tunfl.1 Item tb* ta*e ø*vstien t*	 the *r1.y 1en*l 
Vs rt&te that *in. n4 lisd s.nitttutsd the prtnata1 va1ej çl the •. ii vina axp1a*s4	 A pro.ct tn tha eørb $1*kb** atn* AUJLys f ..iss azd eI shi.snt	 o* eejr 	 *1* •w tbat b*s aettLe p.4.*1nata 


14 tsf*r to the 5n*ur*gi* stu$ in etjv*r eeeenera4 in * reipe 
in	 Jawk ama	 1,000 te*t	 th pöttil, end itate t,bat *17 not )b*Ys *x$a 4 this aOqiet.iy. eh$p* it. *uld be to 
yOut a4va*.*gs t	 ei4sv fiit1ax *l*atLo in thu are* U the
•tTucturö tiI to the outh st sotbeawt, the tO*a toota1. into 
the pricipaI target area a the it*Vs*$t io ol th* ?C%teo.*eLta fanit. otl4 be a.iistd.rabLy 1es than it id b fro!t tke uris1 t*aei Ai* onsite e*mbtatie of the v*u te tkta ytusa wotd be aeded to de 
ter$ithm the *Idth, attitade, and atn.* *ots of the *in 4 to asapL. it Lit sr to the.k tbs saItr 11e $d usay re1ts It tbss* 4ata i*die** that a øigntft4at !'*i* s*4ture La p*es.*t and tt	 ig the prounsst vaas, we wiU b glad to consider

* *Latn*e **pIat toe prOpoaI. 


\\\
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S 


With rsspSct to additional information r.uir.d to aoep]et. your 
applic*tiø*, Item 1(e) of the epplitaUsu form requests submittal 
.f pi,s of your letters to the banks showing the dats, amount, 
end terms, and th* pr.posd nee of funds. All oth*v specific infor-
mation requested in the application must be aubmittede 


ton. of the items and their anats whish are in your application are 
aim.ee$aaty and excessive for en s*plorstien program. The costs for 
items such as power Une installation $6,000),. power ($11,000), road 
repair aM ov.rbnrd$n yemoval ($11, 000), personal services ($40,000), 
and buildings ($12,100) represent 40 percent of the total Cost 0 the 
project. This is an e*c*ssive 'shere of the totli fundi av*iimbl* for 
*ctual exploration. U you should submit en alternate program, ire 
would expect these cOsts to be reduced. 


Submittalof the requsst*d information should mot be construed as * 
coss*itant by the Govsflunent to grant an exploration eonttsct 


Sincerely yours, 


d)	 AL	 . JQk1.. 


Prank * .Johnson 
Chief, Office of 
Minarsis *xplor*tion 


cc to: Director's Reading File 
Division Fj/le 
Economic 9'eology File 
ONE File.) 
ONE Regionill w/cy incoming letter 
ONE Reading File 
Mr Kirkemo 
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POST OFFICE BOX 395
	


ELEHONE 
SILVERTON, COLORADO 81433


	 r irD96 4 2746 


Silver Bay Mines, Inc. 	 B 24 1966 


1117 EAST 7TH PLACE
	


1 UT 
MESA, ARIZONA 85201 


February 21, 1966 


Mr Frank E. Johnson 
Chief, Office of Minerals. Exploration. 
Washington.. 2.5, D.C. 


_____	 Re: OIJE-6535 
Silver Bay Mines,. Incorporated 
Hur1eT Tuimel Mine 
San Juan. County, Colorado 


Dear Sir: 
I have your letter of Feb. Uth. regardin our application for 


OME assistance for further exploration of thern mine. Before doing anythi 
further in this matter, I desire: to make some comments: regarding points 
you mention regarding. some; parts. of our application, and some: situations 
at the mine: that: might: prevent. further consideration of our application. 
My comments are made regarding matters; mentioned in. the various; paragraphs 
of your letter as. follows: 
Second paragraph- It was not the intention in this application to ask for 
assistance: in developing the mine for the exploration, of or mining of 
lead an zinc. Neite 	 s it. the; intention to ask for assistance to 
reopen the'Eurley Tunnel for mining of these. metals. The geologists reports. 
( including Dr Burbanka report) and the maps furnished with the application 
were intended to stress; the need of further exploration of the junction. 
of. the Toltéc and Bonita fault; zone where ihas been. stated. by go.1ogists 
that the. iichest deposit of gold and silver are located.. The reason for using 
the Hurley Tunnel is bsed. on. the fact that to go throngh this. tu.nnél' 
would be the cheapest and. mos.t practical way of getting into this junction 
zone because of the steep, rongh, mountains above the Hurley Pu.nnel 
that make it impos.sible to get int.o this zone except by a tunnel driven. 
fromi lower altitudes • If a new tunnel were to be driven. int;o this zone 
from. any other lox ation closer to the zone it; would necessitate expensive 
roads; being built. that would be too steep to use for haulag.e of ore 
or doing; the development work. Furthermore, to attempt: to drive another 
tunnel with the idea of shortening' the distance to the junction zone of 
the two faults would not only require the building of this impractical 
road .b.ut would also make it necessary to drive such a tunnel at a much 
higher' elevation. which would lose consi&arable backs; wh the ore bodies; 
are encountered • Both the Blackhawk and Hurley tunnels: are locat, at the 
b.aS of the steep mountain. When the Blackhawk tunnel was driven, the: 
full intention was; to get into the area of the junction of these two. 
main, faults where we have been. assurred by every ge:oIogist who has made 
studies:; and. surveys , of this. area have. asaw red. us the main, source of the: 
gold. and silver deposits are expected toTe. found.. The. reason the lead and ./ 
zinc ores have not been. mined. in. the B1ac'awk mine in the past. is: because 
our only aim has been. to get: into the gold. and silver ore zone. The writer 
was in company with Dr Burbank when' he made the survey of this fault zone 
and was; told. by him. personally that. we should expect to find, a great 
lode; of these two metals; when we got into this; zone. 
In material sent with our application were'reports; and statements from. 
three: g,eologists. Two of these were Dr W.S. Burbaik and. Dr R.S. Vickers;.







'Boh of these g'eoiogis are rated. as tops and thee opinions are 
) . accepte;d as; the beat.	 pehenvereports; of these geologists were 


furnishe& with the narrative material sent with. the application. These 
geologists all made.oareflil an& comprehensive studies of the surface 
outoropings of the area. in question and. a few exerpts from their statements 
are: (From Dr Burbank) on page 7- "This action. is believed, to be mainly 
responsible for localization of the better ore bodies. in. transverse fissures 
within a. belt 1,000 to 1,500 feet wide along the southwest border of the 
Bonita Fault." Also "The. ground. beneath the Peak is relatively remote 
from present (1951) workings.." On pge 8 the following, " The general 
relations o.f the more productive ore bodie.s to the several fault systems 
and the lack of systematic exploration in some parts of the fault systems 
indicate that the productive: potentialities, of the area are no exhausted." 
Attention is also called to the last paragraph of page 8. We beg that you 
refer to the statements; and assays reported by Dr Vickers on page 10. In 
the second paragraph the samples mentioned show: a predominance of silver 
in the ore at this point. If these vaues are: fomd at; this point in 
the tunnelit is expected that greater values of gold and. silver will be 
enxounteredL in the junction area of the two faults. We beg to remind you 
also that in the) area of all these major faults gold and silver are 
found along with lead.. and. zinc? in most of the ores. I cll to your attention 
the: following from Dr Vickers report, on page 13. "There is a general 
increase of g9ld content of ores;	 Bonita fault is approached from 
the west. Also, all existing available geologic information should be 
propirly interprete:d in order that the most favorable: areas within the 
Bonita-Toltec junction can be. adequately explored. For example if 2000 


/1 feet of exploratory adit were driven within, the favorable, are.a, considerably 
less; than one. per cent. of the: favorable ground would be adequately explored" 


We also call to your at'ntioni the fact that; no attention was. given, to 
the; various veins of ore, consisting mostly of lead and zinc, cut by 
the Blackhawk tunnel and therefore no pros.pectingor development of these 
veins; was made for the reason that the. obje.c;tive in driving, this tunnel 
was to cut the junction are;a of the? two fatiMa. W point; out therefore, 
that the" Blackhawk tunnel does not constitute. a favorable; test of the: 
more valuable ores in this zone. From the: work we have done; in the Blackhawk 
tunnel we: are conVinced that the values of gold. and silver increase as 
we ge.t nearer the fault junction. We were more convinced o.f this fact when 
we enc.ount:ered the vein in the? raise about. 2000 feet : in the tunnel. Sanplea 
taken. of ore showedl very encouraging values; of these metals although. 
we feel we; did. not get far enough into this vein to get a fair sample. 
As stated in. the application, noampling of anyveins waspos;sible in 
the Hurley tunnel because: it is in:acces.sible. Furthermiore, no sampling 
has been made of outcroppings of the higher elevations ( except as reported 
by Dr Vickers) due to the; rugged terrain and also to the out;croppings 
being covered by overburde.n . However, there a sufficient places where. 
a Government engineer can make. a surve.y to cnfirin the statement.s made 
herein. 


Paragraph 3; In as much as no larger veins, known.. to exist; in the fault 
zone were? cut by the. 'Blackhawk . Tunnel it has been. impossible to properly 
sample o assay' theseveins. W contend that there is enough showing of 
silver and gold in the ore.s tested to substantiate the fact. that greater 
amounts of these Iwo metals will be found as the larger veins nearer the 
junction are. encountered. This can be verified by a careful survey by 
a Government Geologist. Old workings made around the turn of' the century 
show many holes made in the higher altitudes on some of these larger 
vein outoroppings where good value.s in gold and silver were ie faund. 
Saniples from the:se: cannot he: taken until later in the year due to snow'.. 


Paragraph 5: The; Hurley Tunnel. Comments made above answering 'paragraph 
two of your letter have: given the reason why we recommend that the most 
logical approach to the ore bodies in the fault zone is through the







' Irley Tunnel. We repeahat it. is not our thouht 	 intention to	 7 
open the Hurley Tunnel with the: thought; of . mining the lead., zinc: ores 
epecte& to be found. Because this tunnel jS; the most feasible and. logical 
wy to get into the richer mineralized zone; of the junc:tion of the two 
faults .. There is no other' plaôe; where a new tunnel could. be driven. t:o 
this zone; that 'would be as; feasible. as; through the; Hurley Tunnel • If this 
fact does not qualify us under the Exploration program then it would be R 
necessa'y for us. to either ask for funds to drive; a newr tunnel at many 
times the; cost of repairing, the. Hurley Tel or for us to. stand the 
expense of doing this; repair work ourselves. It is felt that further 


r' negotiation of this matter should be? made. 
V


Paragraph 7: In. making the application for the O1VIE loan we felt it 
desirable to keep the; material as. condensed as possible. No experts were. 
employed to prepare this application and it. is quite probable; that; errors; 
and. omissions have; been made • We hope, therefore, that after reading this 
explanation you will be kind enough to set out the other information. 
you will require. Regarding the; obtaining of statements from banks, it is 
onr thought that by supplying a letter of rufusal to make. a loam by 1wo 
of the largest banks in 'the area of our minethat that was a 11 that was 
required. If this i not so please advise me. The estimate of costs 
can be adjusted according to the; program to be deóided upon. 


From the; geological information presented, it is our thought that the 
exploration nd development of the area of the junction of the Bonita and 
Toltec faults is warranted and necessary to open up this large mineral 
deposits and that; this project should come under' the; Exploration program. 


I shall he pleased. 'to hear from you further regarding other things 
required of us under this app1iction. 


Very truly, 


C.V. Li1jenst- cretary 
Silver Bay Mines., nc. 
1117 East 7th Place 
Mesa, Arizona 85201
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The .ip.nse of rsopenin the old kirl.y Tunnel cannet be charged 
tO an Ge., contrOct. Unlika the	 L pr.m. the CSS. pre$r doss 


•	 net porait th. Gewrnmint to sharo in the cOsts of ostensive pro" 
•	 paretery work. The funds afletted to the prv$ra. are intended 


•


	


	 asinly ler	 .zpi4ra tory w*rk. The AppliC**t has to .sss en 
Ida mm sosoust the ooss of presriig old vorking for rs"antry 


•	 and essainstien. •• 


if you can subeit sLdenca t* s} that these. two pr*bisas can be 
•


	


	 solved astIsfecteriZy, we will be glad to c*tinu* preceasin your 
application; but if wet, you asy reqne.t t• hav, this application 
withdrawn frao further consideration. 


if you decide to' cntinue with this application, you viii hay. to 
subatt additional inferrattion to cenpies, it. Careful *ttntion to 


•	 each itsa en r.be back Of the applicaion for. wiU .sbew yen vha.t is 
reqwir.d; note especially what 1* requirod to abel evidence of efforts 


•


	


	 to obtain conesretal credit and the details i*q ad under .Ita.7, 
ZstfM*te sf Costs. 


•


	


	 $ub.itt*l of infor.atimt necessary to qualify your application for 
further sensideration should not be construed as * counitnent by the 


•	 ø0VfT*ment t• grant * .zploration oontract. 


•	 ii*cir*ly yours, 


ign1)	 A$X E. JOUNI 
• 	 • • 	 • 	


S Yra*k1.lobruioc 
• 	


•, 	 S 	


• 	 S 	 Chief, Offic* Of: 
S .	 Rinsrals *loretion S. 


•	 ,.	 cc: Director's Reading File	 • 
•	 Div1sior File	 .	 5 	 •• 


S •	 • • •	 .	 Economic Geology File •	 ••'	 5 	


5 


	


•	 ONE Docket	 '	 S 	


• '•	 • 	 S 	 • 	 S 


O Reading File 
•	 •	 .	 .:	 Region iii	 .	 •. •,	 ,	 S 	 • • •


	 • 	


S •• •	 • 
Mr Kirkeino 


• 	 S 	 RKirkemo/mm (2/11/66) '	 .	 •	 ••• .	 •	 •.:	 •	 :, • 


• 	 , 	 S 	 • 	 S 	 ' 	


•• 


2,	 •	 •	 "	 5











amounts of silver are present and gold is sparse The two properties 
have common geologic structures and similar types of mineralization 


'In memoranda associated with.theápplication.for. D}'IEA-487, öre shipped 
(tonnage not specified) from the Blackhawk mine is reported to range 


':	 grade from 4.65.'to 7.2 percent zinc, 4.35 to 4.6 percent lead,. 
0.52 percent copper, about 4 ounces silver, and 0 025 ounces gold per 
ton. Ore from the' Occidental. mine, which. is be'twen the Blackhawk 
and the Hurley Tunnel, ranged in grade from 5 5 to 8 35 perc''ent zinc, 
2.75 to 3.25 percent lead, 0.6 to 0.95 percentcopper, and 2.4 to. - 
4 ounces silver, and .0.015 'to' 0.025 ounces gold 'per ton. ' The assay 
certificates submitted with the OME application show a few samples 
ith attractive silver values but the Applicant has not 'persisted 'with 


exploration on these veins to determine their extent and does not 
intend to do so on the proposed program 


Rehabilitationof 3,500 feet of old caved'work.irtgs in the Hurley 
Tunnel would require substantial funds which are not allowable on 
ONE contracts 


Some of the estimated costs are excessive, for example, $6,000 for 
power line installation and $11,000 for power, $11,000 for road 
repair and overburdenremoval, $60,000. for personal services', and 
$12,100 for new buildings, etc., in a location subject to frequent 
snow slides. 


The Applicant should submit evidence that silver-bearing geologic 
targets are present and outline a program of exploration to test them 
Reopening of the Hurley Tunnel will have to be done at his own expense 
if work is proposed from it Sample locations and site c for proposed 
work must be accessible for examination by the Government if an 
acceptable application is submitted


IA 1 
Harold Kirkemo 


cc: 'Director's Reading File	 .	 .	 , ,	 '	 ' ,	 ' ' .	 , '	 ' ' 
Division File'	 '. .	 '	 '. .	 ..	 ' '	 '	 . 


Economic Geology. File . ' 	 '	 '	 ' 
ONE Reading File 
Kirkemo 
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V' •
UNITED STATES 


DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY	 :m 7 


•	 WASHINGTON, D.C. 20240 


Eon. Stuart Syntngton 
United States Senate 
Washington, D.C. 20510 


- Dear Senator Symington:


February 4,
-	 / 


LL 
Upon receipt of your letter ' of January 26, regarding Federal assis	 - 
tance Lu the expansion of mineral production by Silver Bay Mines, 
Inc.., of SUverton, Colorado (brought to the sttátióiofTthe 
lureau of Mines with your letter of 'S.ptber 14 to Acting Director 
Frank C. )fnott)., I reviewed the related correspondence. 


In a letter dated January17, C. V. Liljenqutet, Secretary,. Silver 
lay Mines, Inc., forwarded to a. *n application for an Office of 
itinerals Exploration loan. In replying to Mr. Liljenquist I told 


- him that I had forwarded the application to the Office of Minerals 
Exploration and suggested 'that his future correspondence in the 
matter be carried on directly with that agency. I just checked'with 
the E by telephone and find that' the Silver lay Mines, lnc .p1L-
cation has been received and has been given Docket No. E6535 
and that normal processing is now under way. A carbon of this letter 


• is being forwarded to Prank R. Johnson., Chief, Office of Minerals 
Exp1oraUon for his information,	 ' ' - 


For your convenience, I am enclosing copies of the exchange corres 
pondence between Mr. Liljenquist and myself. 


• I believe that the matter will be expedited by carrying on 
correspondence 'regarding this applicatLon directly with the Office 
of Minerals Exploration, but if I can be of any assistance to you 
or your constituent., do not hesitate to call on me. 


Sincerely yours., 


	


-	 '	
CHARLES W. MERRILL 
Chief, Division of Minerals 


Enclosures	 .	 ' .	 .•	 . ' 


Copy' to: Frank E. Johnson, Chief 
Office of Minerals Exploration 	 . 


Room 4460 Interior Building











•


UNITED STATES

DEPARTMENT OF THE INTERIOR 


BUREAU OF MINES



WASHINGTON 25, D. C. 


•	 January 25, 1965 


Mr. C. V. Liljenquist 
Secretary 


•	 Silver Bay Mines, Inc. 
117 East 7th Place 


•	 Mesa, Arizona 85201 


•	 Dear Mr. Liljenquist: 


As reqtested in your letter of January 17, I have forwarded your 	 / 
•	 application for an OME loan in connection with the Silver Bay	 / 


nes, Inc. to the Office of Minerals Exploration. 


•	 It is suggested that further correspondence with this application 
be carried on directly with OME.


Sincerely yours,


1 


• CHARLES W. MERRILL 
Chief, Division of Minerals 


CWNerrill:gll	 • 


cc 
Files	 • 
Resources Reading File	 • 


Chief, Office of Minerals Exploration 


1DIvision of Minerals •	 •	 '00 
•	 •	 • 


•	 •	 •	 • 


•	 ••
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