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Because these securities are believed to be exempt from registration, they
have not been registered with the Securities and Exchange Commission; but such ex-
emption, if aveilable, does not indicate that the securities have been either
approved or disapproved by the Commission or that the Commlission has considered the
accuracy or completeness of the statementd In this communication.

NEW ISSUE
$1go, 000 B
DAYTON CONSOLIDATED MINES COMPANY - .o
First Lien Sinking Fund 5% Bonds =~
. —yDated April 1, 1948, - Due June 1, 1953

100,000 shdres COMMON STOCK
($1.00 per share par velue)

FIRST NATIONAL BANK OF NEVADA, RENO, NEVADA, TRUSTEE

Coupon bonds in denominstion of $1,000: Interest payable June 1 and
December 1. First Coupon December 1, 1948 for eight months' interest, Callable on v
the first of any month on 30 day 8 notice at 105 and accrued interest, =~ /

In sddition to the 1,000 shares of Common Stock of the compeny which will
be delivered to the purchasers with each $1,000 bond, the bonds will be convertible
into Common Stock of the compeny at the option of the holder on the basis of 3,000
sheres of Common Stock for eech $1,000 bond. This privilege is effective so long
as the bonds are outstanding. 73759 -

The bonds are secured, in the opinion of counsel, by e First Lien on all
the fixed property and equipment of the compeny, which include a complete mill, other
bulldings, machinery, motors, ¢émpressors, hoists, pumps, tools, assay office, shaft
equipment, and the various mining claims owned outright.«

P ~ The Trust Indenture securing the bonds provides that the company shell sdt AN \
' aside a Sinking Fund for the payment of bonds in an esmount equal to 29% of the net Y : v
, earnings of the compeny, after interest, depletion, depreciation and income tax, to

¢ be effective starting on April 1, 1949,

The Trust Indenture securing the bonds also provides thet the company
shall not pay any dividends on its outstanding stock except out of net earnings that
accrue after December 31, 1948, end even after that date, the compeny shall not pay
any dividends that will reduce the net current assets, after payment of said
dividends, below an emount equel to the face velue of all bonds then outstanding enu
unpaid.

The totel proceeds to be received by the company from the bonds and stock
to be sold in the sum of $100,000 will be used as follows: epproximately $33,000 to
retire current obligations of the compeny, approximstely $3,000 for expenses of the
offering, spproximately $10,000 to put the mine and mill in operation, and the
balance of $54,000 will be added to the working cepital and used for general
corporate purpeses.

The sbove bonds, with commom stock, are being offered and sold privately
to a limited number of purchasers. No cash discounts and commissions are to be paid
by the issuer in connection with the sale of bonds and stock. (See ception "Com-

+  pensation to Underwriter & Attorneys" on Page 2,) o

Price per unit of
$1,000 par value Bond and) $1,000 plus acerued interest
$1,000 shares of stock ) on bonds from April 1, }9#8.

‘The information and statistics given above while not guaranteed, have been obtained from scurces we believe to be reliable.
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Supplementary Memorandum Re:

DAYTON CONSOLIDATED MINES COMPANY

Dayton Consolidated Mines Compeny was organized in September, ;g§3, 8s a
corporation under the laws of the State of Nevada, Work was immediately started on
re-conditioning the Dayton shaft and erection of the milling plant. The mill was
completed and milling operations on ore from the Dayton shaft were started in March,
1934, Operations were continued without interruption until October, 12&2, when they
were discontinuad by Order L-208 of the Var Production Board. (This order applied
to all precious metal mines in the United States and its possessions.) Wﬁwﬂﬂnﬁ'ﬂﬂ

During the early years, the operations of the company consisted of mining
and wiliing ores extracted from its own properties adjacent to its mill, which ic
located in the Townsite of Silver City, Wevada. In 1937 the company began the mill-
irg <f cre delivered to the miil by otber prcducers on a custom basis. The volume
of *rls business gradually increased until. it beceme en Tﬁﬁgﬁfght part of the com-
pany's business.

Uader date of November 33, 1935, the company leased certain mining prop-
ertiss known as the Vocdville-dustice Group, located between Silver City end
Virvginia City, a iittie more thun a mile Jirom the original Dayton Group. Abcui a
yeer later the lease was changad to an ontion to purchaese these properties for %
srn of $656,000. PajmouS vere made in accordance with the agreement, and deed was
delivered undcv date of Dscember ‘8, lohl e

Following acquigition of the Woodville—Justice Group, the Woodville shaft,
located thereon, was re-conditioned to the 510 foot lavel and considersble lateral
work was done on severzl levels. /

This work inlicated the{édvisability of acquiring additional ground to
the north which was known tc carry the extension in that direction of the ore-bearing
lode. Accordingly, under date of September 18, 1936, the company purchased the Key-
stone Group of claims, which adjcined the Woodville-Justice Group on the north, from
the Comsiock-Keystone Mining Compeny. Followlng this purchase, the Keystone shaft
was re-comtitioned to the Bottom at 27h feet. Development work both north and south
of this shaft was done with hlghly saﬁﬁmfactory results.

Reshilts of the work done north cof the Keystone shaft again pointed to the
desirability of acquiring additional ground in that direction. After rather lengthy
negctiations, the company entered into an agreement to purchase from the Consolidated
Chollar, Gould and Savage Minlng Compeny, certain addltional ground known as the

o Nowr qugﬁpgoperty, for the sum of $75,000, of which' $20 021.73 was paild during 1940.

The balance was paid in later years.

After the purchase of the New York property in 1940, the three-compartment

-7 yertical shaft located thereon was re-conditioned to the BOmegg; level, and con-

nections with the Keystone shaft were established on the” 300, %00, 600 end later the

"ﬁo foot lavels. Profitable operations were continued through this shaft until

operations were discontinued in October; 1942, by order of the Wer Production Boerd.

These three groups of properties - Woodville-Justice, Keystone, and New
York - are traversed by the Silver City brench of the Comstock Lode for a distance
of approximetely 4,000 feet./ The area is by no means fully developed, but recent
dismond drilling 1ndicates the existence of a large tonnage of commerciel ore. A
sufficient amount is indicated between the 600 and 700 foot levels of the New York
shaft for capacity operation of the mill for about one year. . _ o

All machinery and equipment necessary to operate the mine is in place with
air snd water lines down the shaft to the 800 foot level and to the end of the 600
and. TOO foot levels. Mine track is also in place on the above levels from the shaft
statlons to the faces of the drifts.

-
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COMPENSATION 70 UNDERV)RITERS AND ATTORNEYS
¢$kf”

The above bonds, - with common stock, are being offered and sold privately
to a limited number of purchesers.’ No cesh discounts or commissions sre to be
peid by the Company in connection with the sale of the bonds and. stock. Certain
of the principal stockholders of the ‘Compeny have granted optioms to S. K. Cunninghem
& Co., Inc. to purchase 663,000 shares of stock of the company, ownod by them, on-
the following terms: - ST

The options extend for a period of two years from the date of the sale and
delivery of the bonds. referred to herein, If this option 1s exercised within one
yeer after the effective date,.the price shall be 15¢ per share; stock taken up
under the option after one yeer but before eighteen months at 20¢ per share, and
during the finel six months of the option period, the price shall be §2¢ per share. v

Such options are granted only upon the condition that said $100,000 of
bonds and stock are first issued and sold and the compeny receives the proceeds
thereof. No cash fees are to be pald to the attorneys for the underwriters for _
their legal work in connection thercwith; however, the company hes agreed to iscue
to the sttorneys for the underwriters, 31980 shares of the Treasury stock of the.
Company for their services, and have agreed to reimburse them for their out-of-
pocket expenses, not to exceed $1,500, if and when such bonds and stock are iasued.,
and sold. The expenses of the Company, including legel, accounting, printing and _*
trustees' fees in connection with the offering are estimated not to exceed $3,

S. K. Cumninghem & Co., Inc. has not mede firm committment to purchaso tha

securities described herein, but has agreed to use its best efforts to find pur- '
chasers.

More complete historical and finaneial information in regard to the company

-is given in the Supplementary Memorandum attached hereto.

The information and statistics given above while not guaranteed, have been obtained from sources we believe to be reliable.
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The workings from the New York shaft, with which the workings of the Key-
stone and Woodville-Justice Groups are connected, are drained by the Sutro Tunnel.
This eliminates the labor and cost of pumping, which was an importent factor of cost
in early day operations. B '

In 1943 the compeny purchased the Oest Mines, including buildings, equip-

,wﬁW/nmnt, etc., for $5,250. ZExpenses in connection therewith brought the total to
$6,132.89, of which $2,400 was allocated to the eight patented claims and $3,732.89
to buildings and equipment. This mine is located a short distance from the Dayton
Group, but is not connected therewith, This mine is stated to have produced
$1,000,000 in gold at the old $20.67 per ounce price, in early day operations. No
lateral work has been done below the 200 foot level.

MINING PROFERTIES

A summary of the original cost of the various properties purchased from
1933 to 1943, inclusive, is as follows:

Original Dayton Mines & Miscellaneous Property. . .$122,688.97 ~

Ehrhorn & Straugh Property. . + ¢« + + + « « « « « » 11,850,00
Flood Propert¥. « « o o o o ¢ o s o o s o« o s & o o 10,000,000
~7? Koscuch Property,. o« « o ¢« + o % o ¢ s o s o« v o+ » + 10,000,000
== Justice-Woodville Property. « « « « « ¢« v+ + « « « » 58,886.80
“Keystones Property « « + o + o+ o & « + + s+« .+ 50,000.00°
~New York Properties . « « « « « ¢ ¢+ ¢« o+ + o« o« « » » 81,400.00 "
« Oest Property. . et e e s e e e e e e e 2,b00.00° $347,325.77

The amount spent for development work on the verious mining '
properties up to the end of 1957 was . « + « v + 4 « . .$ 99,820.61 $ 99,820.61

Total cost and development expenses of mine properties . . . . . . . $4U4T,146.38
Depletion accrued and charged to 12/31/47 .. . . v . « « + « « v « . $268,335.83 °
Book Velue at 12/31/47. « v v v v v v v o v v v v v e e e e s e .. $178,810.55

BUILDINGS, MACHINERY & EQUIPMENT

The cost of all buildings, machinery and equipment, as shown
on accountants' report as at December 31, 1938, was . . . « + + ¢ o $169,500.57
. Additional costs, covering new mill construction snd also construction
and equipnent for the New York shaft and elsewhere during the years
1639 to 1947, inclusive, less certain credits and equipment sold, ’
brought the cost figure as at December 31, 194T up to . + . + « « . o $244,971,32
Depreciation reserve set up from year to year totals . . . . . . . . _208,364.80
Net book velue of buildings, machinery and equipment as at 12/31/47 . $ 36,606.52

In September 1943 the General Appraisel Compeny (San Frencisco
office) made a complete appraisal of all the buildings, machinery and
equipment of the company. This appraisal gives very complete details
with respect to each and every building, end also with respect to each
itsm of machinery and equipment. A summary of this report shows the
tocal reproduction value of all buildings, mechinery and equipment to be$368,323.23
end a velue less depreciation to September 15, 1943, (insurable value
Or S0UNE VALUE OF) + o o v o v o o s o o o o o o« o v s s v v o o o o+ J$2ML,221.20
hare has not been any substantial change in the number or amount of
buildings, machiuery and equipment since September 15, 1943 up to the
present time, and all property hes been mainteined and preserved in
good condition.

The company makes no representation in regard to the present value .
of the buildings, machinery and equipment at this time except to point out
that the appraisal figures of 1943, even after considering depreciation, are
probably lower than pressent eppraisals would be due to the increase in re-
placement costs of machinery and equipment.
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OPERATING PROFITS

The actual mining and milling of ore was profitable from the beginning in
1934. Until closed down by order of the War Production Boerd in 1942 (which order
applied to all gold mines in the United States), the compeny earned total operating
profits, before deprecistion and taxes, of over $1,000,000, In 1940 and 1941 a total
of $128,208 was paid out in dividends. However, & large portion of the profits have
“peen used in exploration work, and in scquiring additional property, as indicated
above, meking Dayton Consolidated Mines Co. now one of the largest property owners in

S hedr 18

O R

was recovered and shipped to the United States Mint at San Francisco. In addition to
the above tonnage, 85a§;j tons of ore were treated for other property owners on &
custom basis. This tonnage produced bullion valued at $2,187,214.17, all of which
was shipped to the San Francisco Mint. Thus, the total value of bullion shipments

l was $6,304,858,52, The custom tonnege was represented by more than 5,000 seperate

lots of ore delivered by more then 800 separate shippers.

Labor costs end certain materials are higher now then in 1941 and 1942
which were the last years shown in Exhibit"A". A large amount of exploration and
development work has already been done in these earlier years. Diamond drills ere

 now being used instead of the former method of driving entries and cross-cuts, and

the Company believes that, with this more modern method of mining, the net cost of
producing ore from its own mines will not be any more per ton then 1t was in former

years.

Exhibit A gives a summary of the operating results for the years 1939 to
1942, inclusive, as taken from the reports of Certified Public Accountents.

(See Exhibit A)

£



RECOVERY VALUES PER TON

The compsny records show the net value of gold and silver in the bullion
delivered to the U, S. mint at San Francisco were as follows:

Ore From Company-owned Properties:

1934 - 1942, inclusive .
B o
l9hl L[] L] . * . » . [ L] L]

e

The break-down figures for other yesrs ars not now available.

¢ « + «$ 9.23 per ton
¢« ¢« o« o 11,17 per ton
. o+ « 10,08 per ton

* o e
> & &
.- o e
« * =
. o e
s e e
« » e

Ore Milled for Other Producers:

1937 - 1942 inclusive . . + . . . 4 . . . .$25.48 per ton (Note 4)

Note A: The high value per ton recovered from custom ore milled for other producers
t1s due to the fact that these producers up-graede the ore. This means that they
ﬂreject all low-grade ore .ecause transportation costs, etc, make it unprofitable to

“bring to the mill. Much of the custom ore was transported e distance of sbout 30
miles.

MANAGEMENT

Homer L. Glbson was instrumental in orgenizing the compeny in 1933 and has
acted as President of the company from the beginning. While the company was in

active operation, Mr. Gibson lived in Carson City, Nevada. He now lives in the Los
‘Angeles, C.lifornia area.

Mr. George L. Sanford, an attorney of Carson City, Nevada, is Vice President
of the company.

Mr. William J, Henley of Virginia City, Nevada, is Secretary & Treasurer.
Mr. Henley has been with the company for 10 years or more. He has active super-
vision of the milling operation and of all machinery, equipment, and office records.

The Board of Directors in recent years has consisted of the three officers
named above. In connection with the proposed financing, the Board of Directors will
be enlarged and the menagement supplemented as follows:

F. J. Delongchamps, a competent and experienced mining engineer of Reno,
Nevade, will become a Director and Vice Pres.

\ C. v, Isbell President of Isbell Construction Co., Reno, Neveda, is- to
be elected a Director.

George D. Wick, A Pittsburgh attorney, is to be elected a Director.

S. K. Cunningham, an investment banker of Pittsburgh, Pa. is to be elected
a Director.

Mr. Gibson and Mr. Henley will retaein their present offices. Mr. Gibson
is one of the largest stockholders of the compeny and expects to retain all of his
stock. ) \

Mr. Henley is elso a stockholder, and it is expected that he will continue
to supervise the operations in the mill and mine.

; Mr. Delongchamps will be responsible for determining all mejor matters of
4 policy and procedure which depend upon the opinion of an experienced and capable
4 g mining engineer. Mr. DeLongchamps is & native of Nevade, & greduate of the Univer-
" i sity of Nevada School of Mines and has had extensive experience for many years in
exemining and reporting on mining properties in Western Nevade and in actual mining
operations as an executive, He is recognized as an authority in his field, end is
Chairman of the Northwest Nevada Section of the American Institute of Mining end
Metallurgicel Engineers.
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DAYTON CONSOLIDATED MINES CO.

CONDENSED BALANCE SHEHT

ASSETS
12/31/47 3/31/48
Current R T—
“Cash $ 6,001,95 $ 2,096.00
Accounts Receihable 11.43 645.99
Inventory 15,020.13 14,869.77
21,033.51 17,611.76
Fixed
Mine Properties 347,325.77 347,325.77

Mine Development

Less Dépletion

EE'JBEO .61
2685335 83
173,610.55

392820.61
T,146.3

268,335.83
178,810.55

Buildings, Machinery & Equipment 2hk,971.32 24h,971.22
Less Depreciation ?08 6l . 80 208126h.80
06.52 36,606.52
Deferred & Prepaid 8,077.33 7,532. T4
Service Deposits, etc. 710.00 217.58
' $3ﬁ5,237-9l $2L0:779~15
LIABILITIES
Current, ‘
Notes Payable 23,500.00 - 23,500.00
Accounts Payable 2,103.6k4 951. 44
Accrued Interest 1,436.25 1,788.75
Accrued Payroll 4,500.00 5,400.00
Accrued Taxes 1,084 .15 31.36
$32,98L 0k $32,971.55
Capital Stock
Authorized 2,500, 000 shares
par velue $1.00 per share
Outstanding 1,668,020 shares 6 8076
Net Book Value 212,253,87 07.60
$245,237.91

$240,779.15

The above figures as at December 31, 1947 are taken from the report of Certified
Public Accountants, The figures as at March 31, 1948 are from statement prepared
\ by W, J. Hanley, Secy. & Treas. of the Company.




