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Field Team copy 


(Revised June 1954)	 -	 Docket No. DMEA 


Commodity 


Contract No. 1dm-ill16.9 


UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


EXPLORATION PROJECT CONTRACT' 


20MAR195T 
It is agreed this --------------------------------day of --------------------------------------------, 195, between the 


United States of America, acting through the Departmeijt"of the Interior, Dfnse Minerals Exploration 
Administration, hereinafter called the "Government " 4'nd 2 .!!L!nflPaflY...... 
a partnership comprised----f dward	 Matthews,----Everett J. Matthews, 
EdwárMätthé azd ames D. Natthews 


_--- ---


whosem--ilin--a 


----called the "Operator," as follow--


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


The Operator shall not transfer or assign this contract or any right thereunder without the written 
consent of the Government. 


ARTICLE 2. Operator's pro pert/ rights.—(a) The land which is the subject of this contract (here-
inafter called "the land") is in the State of aOl'1i , County of .. S fl--B€!flito ------
and is described in Annex I. 


(b) The Operator represents and undertakes that: 
(1)TheOperatoristhe	 --- -A!TheC----I--- of5 	 AflflX -I . 


in the land, in possession and entitled to possession for all of the purposes of this contract, under 
and by virtue of eeAnnex1--------, --recorded in Book -----------------, page --------------------
official records of said County; and 


(2) The Operator's right, title, or interest (whether as owner, lessee, or otherwise) is subject 
only to the following claims, liens, or encumbrances: Iflt	 StOtieSQX$----In--4....... 


Ia1ms 


(c) The Subordination Agreement of the holder of any claim, lien, or encumbrance listed above, 
and (if the Operator does not hold the legal title) the Consent to Lien of any holder of the legal title 


If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 
2 Insert name, and if an organization, its nature (corporation and place of incorporation, partnership with names of 


partners, etc.). 
State on a separate sheet marked "Annex I" the legal description or enough to identify the property, particularly 


excluding any areas from which the production. is not to be subject to the Goveriiment's percentage royalty. 
Insert "owner," "lessee," "contract purchaser," "locator," etc. 


'Insert "the entire interest," "the mineral rights," "an undivided one-third," etc. 
'Insert "deed," "lease," "contract," "location notice," "patent," etc. 


If not recorded, so indicate by inserting "un."
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.1 
of the land flessor, seller ontionor. etc.1,. are attached as DHows 


Subordination Mreemert ox iessora ox cialm8 


(dt) Thè Operator shall preserve and maintain his right, title, and interest in the land and his right 
to the possession thereof for the purposes of this contract, and shall devote the land and all existing 
improvements, facilities, buildings, installations, and appurtenances to the purposes of this contract. 
Until the lapse of the time within which the Government may make a certification of discovery or 
development without any such certification having been made, and after any such certification has been 
made, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest 
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and 
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government's 
right to a percentage royalty on production and lien for the payment thereof. If the Government makes 
no certification of discovery or development within the time limifed in Article 8, it Shall thereafter have 
no claim against the land or any production therefrom except for any production referred to in Article 
8(b)(1). 


TICLE 3. The exploration pro ject.—The project is a search for indicated or undeveloped deposits 
of ------ The work to be performed 
is described in Exhibit "A." The Ouerator .n or befo1 0 t ----/9C7. shall commence 
the work, and on or before -------rom---ctate--Ox---(unless the Operator's obligation to prosecute 
the work is terminated—see Article 10) shall either have completed the work or shall have incurred 
allowable costs (see Article 6) in a sum not less than the estimated total allowable cost set forth in 
Exhibit "A." 


ARTICLE 4. Performance of the work.—(a) Operator's responsibility.—The work shall be per-".	 formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with 
good mining standards and State regulations for health and safety and for liability insurance covering 
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to 
bring it to completion within the time fixed. 


(b) Independent contracts.—To the extent that the allowable costs are estimated in Exhibit "A" 
with express reference to performance by independent contractors on a unit-price basis (such as per 
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed; 
but if the reference in Exhibit "A" to any such independent contract requires the Government's 
approval thereof, payments under such contract will not be allowable costs unless the Government gives 
its written approval of the contract. Any such independent contract shall refer to some specific and 
identifiable part of the work, and shall be subject to all of the pertinent terms and conditions of this 
exploration contract; but the Government shall not be considered a party thereto, and its rights under 
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard-
less of the provisions of any such independent contract and regardless of the Government's approval 
thereof, the Government will participate in payments to the independent contractor only on account of 
work performed in accordance with the provisions of this exploration project contract, and only to the 
extent that the Government deems the unit prices for the work under the independent contract to be 
reasonable. 


(c) Government may inspect.—The Operator shall consult with and inform the Government on all 
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the 
work under the contract, and also after a certification of discovery or development to inspect production 
operations and underground workings. The operator shall provide the Government with all reasonable 
means of access for such inspections. 


ARTICLE 5. Contribution by the Govrpient.—The estimated total allowable cost of the project, 
set forth in Exhibit "A," is the sum of $4'T0,00 
The Government hal1 contribute 75-- percent of the allowable costs as they are incurred in a total sum 
not in excess of $?357.00----------------------------------------Provided, That until the Operator has 
rendered to the Government his final, report, and any final auditing required by the Government has been 
made, and a final settlement of the contract has been made, the Government may withhold from the last 
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CATEGORY (6) —NE* BUILDINGS, FIXTURES, AND INSTALLATIONS (EXCLUSIVE OF MINE WORKINGS) .-
Estimates under this category include all requirements and related costs, such as labor, materials and 
supplies, and supervision at a rate not higher than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. 


CATEGORY (7)—MIsCELLANE0US.—Repairs and maintenance (other than initial) of operating equip-
ment, analytical work, prints and other reproductions, accounting, Operator's share of payroll taxes, 
liability insurance covering employment, travel, communications, and any other items of requirement or 
cost that do not fall within any of the first 6 categories. 


THE ESTIMATED TOTAL ALLOWABLE CosT of the work is a maximum. 
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government: 


(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning, 
or holding possession; 


(2) Indirect costs, such as general overhead, corporate management, interest, taxes (other than 
payroll and sales taxes), insurance (other than liability insurance covering employment), damages 
to persons, damages to property (other than necessary repairs or replacements of equipment or 
other property used in the work); 


(3) Previous work performed or costs incurred before the date of this contract; and 
(4) Deferred payments.—Any costs incurred by the Operator under any rental-purchase agree-


ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi -
sions of which payment of the full purchase price is deferred more than 90 days from the delivery 
of the goods; unless the purchase agreement is approved by the Government in writing. 


(c) Reduction,s in costs.—The Operator shall account for and give the Government credit for any 
incidental benefits, credits, or money received in the ordinary course of business in prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern -
ment contributes to costs; and such amounts shall be treated as a reduction in costs incurred so that 
they are available for use within the limit of the original estimated total cost. This provision does not 
apply to receipts from production which are subject to the Government's percentage royalty under the 
provisions of Article . 8. 


ARTICLE 7. Reports, accounts, audits.—(a) Operator's records.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may 
have an interest; and shall preserve those with respect to work performed for at least three years after 
final payment by the Government, and those with respect to production for at least three years after any 
obligation to pay royalties to the Government has terminated. The Government may inspect and audit 
said records and accounts at any time, either by itself or by a certified public accountant. If the Gov-
ernment elects to audit said records and accounts relating to the exploration work by certified public 
accountant, it may do so as a cost of the work to which the Operator shall contribute. The. Comptroller 
General of the United States or his representative, until the expiration of said three-year periods, shall 
have access to and the right to examine any pertinent books, documents, papers, and records of the 
Operator. All of the Operators vouchers and records and accounts relating thereto and the Govern-
ment's payments thereof remain subject to adjustment until final audit by the Government. If work 
under this contract is carried on in conjunction with any other operations, or if labor, supervision, 
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are 
also used in connection with other operations, the costs shall be segregated arid accounted for on a basis 
and by methods and accounts that are satisfactory to and approved by the Government. 


(b) Progress reports and vouchers.—The Operator shall provide the Government with five copies 
of monthly progress reports in three sections as follows : (1) Operator's Monthly Report and Voucher 
showing detailed costs incurred during the reporting period; (2) Operator's Unit Cost and Progress 
Report showing the various types of work performed during the reporting period and costs incurred for 
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on 
samples taken -concurrently with advance in mineralized ground. (Forms for reporting under (1) and 
(2) above will be provided by the Government.)
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voucher or vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the 
work or not in excess of the amount of the Government's contribution to the cost of property which is or 
may become subject to disposal as provided in Article 9(c), whichever is greater. The Government will 
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments 
by the Government are provisional only, subject to audit, until the account between the Operator and 
the Government is finally audited and settled. "Costs incurred" mean costs that have been paid or have 
become due and payable, or that in the opinion of the Government have become an obligation. The Gov-
ernment may make payments directly to independent contractors and suppliers for the account of the 
Operator rather than to the Operator. 


ARTICLE 6. Estimated costs.—(a) Categories of costs.—The allowable costs of the work to which 
the Government shall contribute are limited to those that are direct, reasonable, necessary, and that are 
estimated in Exhibit "A" by categories as specified in this article. If any category or subcategory is 
omitted from the estimate of costs, or if the word "none" is annexed to the listing thereof, costs under 
such category or subcategory are not allowable. Any excess over any estimate which is indicated as 
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any 
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the 
estimate of any category, subcategory, or item, either as to requirement or related cost, not indicated 
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To 
the extent that excesses over maximums other than the estimated total allowable cost of the work may 
be necessary for the performance of the work, the Operator shall incur such excesses for his own account 
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage 
of the estimated, total allowable cost of the work. 


To the extent specified in this article or in Exhibit "A" the following categories, subcategories, and 
elements thereof are maximums; but if not so specified either here or in Exhibit "A" they are not maxi-
mums, and may be exceeded within the limit of the estimated total allowable cost of the work: 


CATEGORY (1) —INDEPENDENT CONTRACTS.—WOrk to be performed under independent contracts 
(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of 
work for performance under an independent contract are maximums. 


CATEGORY (2)—PERSONAL SERVICES. 
Subcategory (a) —Supervision.—Al1 elements of this subcategory (number of supervisors, 


periods of employment, rates of pay, and total) are maximums. 
Subcategory (b)—Technical services.—All elements of this subcategory (number of technicians, 


periods of employment, rates, of pay, and total) are maximums. 
Subcategory (c)—Labor. 


CATEGORY (3)—OPERATING MATERIALS AND SUPPLIES.—Includes such items as drill bits and steel, 
explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track. 


CATEGORY (4)—OPERATING EQUIPMENT. 
Subcategory (a) —Rental .—The number of each object to be rented [6 mine cars, 1 truck], the 


rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums. 
Subcategory (b)—Purchases.—The estimated total of this subcategory is a maximum. 
Subcategory (c)—Depreciation.—Al1 elements of this subcategory (time periods, rate of depre-


ciation, and subcategory total) are maximums. 
CATEGORY (5)—INITIAL REHABILITATION AND REPAIRS.—Estimates under this category include all 


requirements and related costs, such as labor, materials and supplies, and supervision at a rate not higher 
than provided for in Category (2), and shall not be duplicated under any other category. The estimated 
total of this category is a maximum. 


Subcategory (a)—Initial rehabilitation and repairs of existing buildings, fixtures, and installa-
tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum. 


Subeategory (b)—Initial rehabilitation and repairs of operating equipinent.—The estimated 
total of this subcategory is a maximum.	 '0
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(c) Final report.—Upon completion of the work or termination of the Government's obligation to 
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in 
addition to the final progress report and voucher). This final report shall include a geological and engi-
neering evaluation of the results of the work performed under the contract with an estimate of the ore 
reserves resulting from such work, complete assay data, adequate geological and engineering maps or 
sketches, and a summary of the work performed and related costs incurred. 


(d) Report of sctles.—The Operator shall provide the Government with suitable accounting and 
documentary evidence covering all production to which the Government's percentage royalty relates, such 
as copies of smelter or concentrator settlement sheets, and certified accounts of production and sale or 
other disposition of production. 


(e) Compliance with requirements.—If in the opinion of the Government any of the Operator's 
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the 
Government may procure the making or completion of such with suitable attachments as an expense of 
the work to which the Operator shall contribute. The Government may withhold approval and payment 
of any vouchers relating to insufficient or incomplete reports, records, or accounts. 


ARTICLE 8. Repayment by Operator.—(a) Certification.—If the Government considers that a 
discovery or development from which production may be made has resulted from the work, the Govern-
ment, at any time not later than six months after a sufficient final report and final account (see Article 
7) has been rendered, may so certify in writing to the Operator. Such certification shall describe broadly 
or indicate the nature of the discovery or development. 


(b) Royalty on production.—The Operator, as principal if the Operator is the producer, or as surety 
if the Operator is not the producer, shall pay to the Government a royalty on all minerals mined or 
produced from the land, as follows: (1) regardless of any certification of discovery or development, 
from the date of the contract until the lapse of the time within which the Government may make such 
certification, or until the total net amount contributed by the Government without interest is fully repaid, 
whichever occurs first;• or (2) if the Government makes a certification of discovery or development, 
within a period of ten years from the date of the contract, or until the total net athount contributed by 
the Government without interest is fully repaid, whichever occurs first. 


(c) 'Basis for computation.—The Government's royalty shall be a percentage of the gross proceeds 
(including any bonuses, premiums, allowances, orother benefits) from the production sold, in the form 
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the f. o. b. point) ; except, that 
charges of the buyer arising in the regular course of business, and shown as deductions on the buyer's 
settlement sheets, on account of the cost of treatment processes performed by the buyer, sampling and 
assaying to determine the value of the production sold, and, freight paid by the buyer to a carrier (not 
the Operator), shall be allowed as deductions in arriving at the "gross proceeds" as that term is used 
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid 
by the Operator or by anyone other than' the buyer, are not deductible in arriving at the "gross proceeds" 
as that term is here used. The term "treatment processes," as here used, means those processes (such as 
milling, concentrating, smelting, refining, or equivalent) applied to the crude ore or other production after 
it is extracted from the ground, to put it into a commercially marketable form; excluding fabricating or 
manufacturing. 


(d) Unsold production.—If any production (ore, concentrates, metal, or equivalent), after the lapse 
of six months from the date the ore was extracted from the ground, remains neither sold nor used by 
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled), 
the Government, at its option, as long as it so remains, may require the computation and payment of 
its royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in 
when the Government elects to require computation and payment. If any production is used by the 
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government's royalty on such production shall be computed on the value therof in the form in 
which and at the time when it is so used. "Value" as here used means what is or would be gross income 
from mining operations for percentage depletion purposes in Federal income tax determination, or the 
market value, whichever is greater. 


(e) Percentages of royalty.—The percentages of the' Government's royalty shall be as follows: 
One and one-half (1½) percent of amounts ("gross proceeds" or "value") not in excess of eight 


dollars ($8.00) per ton of production in the form in which sold, held, or used, plus cme-half ('½) 
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percent for each additional full fifty cents ($0.50) by which such amounts exceed eight dollars ($8.00) 
per ton, but not in excess of five (5) percent of such amounts. 


(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (1½) percent; on an amount of ten dollars ($10.00) per ton, three and one-half ( 3½) percent.) 


(f) Time for computation and payment.—The Government's royalty shall be computed and paid 
currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided 
in this article. 


(g) Lien for payment.—To secure the payment of its percentage royalty, there is hereby granted to 
the Government a lien upon the land or the Operator's interest in the land and upon any production of 
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid. 


(h) Notice to purchasers.—The Operator shall give notice of the Government's claim for royalty 
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty 
directly to the Government and to furnish the Government with copies of the settlement sheets. If the 
records of any production and sales or other disposition of production, whether the production is by the 
Operator or by others, are not made available to the Government, the amount of the royalty may be 
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his 
estimate thereof shall be final and binding upon the Operator. 


(i) No obligation to produce.—Nothing in this contract is to be construed as imposing any obligation 
on the Operator or the Operator's successor in interest to engage in any production operations. 


(j) Government not obligated to bui.—Nothing in this contract shall be construed ts imposing any 
obligation on the Government to purchase any minerals mined or produced from the land. 


ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—All costs under this 
contract shall be incurred by the Operator in the Operator's own name and for the Operator's own 
account; but any property acquired to the cost of which the Government contributes shall belong to the 
Operator and the Government jointly in proportion to their respective contributions, although title thereto 
shall be taken in the name of the Operator. 


(b) Preservation of property.—Until, the final disposal of any property in which the Government 
has an interest the Operator shall preserve and protect same for the best interest of the Government, any 
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government's obligation to contribute, or when such property 
is not in use for or needed for the work, the Operator shall neither use it without the written consent of 
the Government nor without paying a reasonable rental to be fixed by the Government for its interest. 


(c) Disposal of property.—Upon the completion of the work or termination of the Government's 
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator 
shall promptly dispose of salable or salvageable property in which the Government has an interest for 
the joint account of the Government and the Operator, either by return to the vendor, by sale to others, 
or purchase by the Operator or the Government at a price at least as high as could be obtained from 
others, unless the Government in writing waives its interest in any such property. Without advance 
approval of the sales price by the Government the Operator shall not sell at any price any item of property 
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any 
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any 
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself 
cares to give. Property remaining upon any termination of the work shall be considered in groups or 
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining 
unexpended portion of any such group or category is less than $50, the Government waives its interest 
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it 
from the land, the cost thereof to be treated as a cost of the project. 


(d) Default of the Operator re disposal.—If within 90 days after the completion of the work or ter-
mination of the Government's obligation to contribute to costs, or after the property is no longer needed 
for the work, or after such further time as the Government may in writing allow, the Operator has failed 
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the 
Government, at any time prior to final settlement under the contract, may pursue one of the following 
two courses: (1) the Government, by written notice to the Operator, may place upon such property what 
in its opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per month from the 


1 
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Executed in sextuplicate the day and year first above written. 


THE UNITED STATES OF AMERICA 


By


tOt1O døtraUon 


By--------------------------------------------------------------------------------------


I---------------------------------------------------------------------------------------------------------------------------------, certify that I am the 
- secretary of the corporation named as Operator herein; 


that ----------------------------------------------------------------------------------------------------whQ signed this contract on behalf of the 
Operator, was then ------------------------------------------------------------------------------of said corporation; that said contract 
was dulysigned for and in behalf of said corporation by authority of its governing body, and is within 
the scopeof its corporate powers.


F CORPORATE 
L SEAL 
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date such property was purchased under this contract to the termination of said 90-day period; and such 
property shall thereupon be considered and accounted for as having been purchased by the Operator at 
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such 
property wherever it may be found, and remove and dispose of it for the joint account of the parties. 


ARTICLE 10. Termination of the Government's obligations.—(a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate the probability of 
making a worthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and thereupon: (1) the Government 
shall be free of all obligation to contribute to costs not then incurred other than such as may be allowable 
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting; 
and • (2) the Operator shall be free of all obligation to prosecute the work other than such as may be 
necessary and incidental to winding up, reporting, and accounting. 


(b) If in the opinion of the Government the Operator is in any manner in default under the terms 
of the contract, the Government may give the Operator written notice of such default with a specification 
of reasonable time within which the default must be cured; and if the Operator fails to cure such default 
as required, thereupon: (1) the Government shall be relieved of all obligation to contribute to costs not 
incurred when the notice was given, other than such as may be allowable by the provisions of the contract 
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free 
of all obligation to prosecute the work other than such as may be necessary and incidental to winding up, 
reporting, and accounting. The remedy provided for the Government in this paragraph "(b)" is in addi-
tion to any other remedy provided in this contract, and in addition to any other remedy the law may 
provide for breach of contract. 


(c) The giving of any notice by the Government under the provisions of this Article 10 shall not 
affect the Government's rights as provided for in the contract with respect to a percentage royalty, and 
such rights shall be fully preserved. 


ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be 
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing. 


ARTICLE 12. Officials not to benefit.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom; 
but this provision shall not be construed to extend to this contract if made with a corporation for its 
general benefit. 


ARTICLE 13. Changes and added provisions.
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EXX0RXOH ffi0CP C0TRAC 
MAD11EWS I4XNINO C0M?AN 
• 


D0CKE1 N0 UEA'4434& 


ANNEX I 


he property referred to in Arttcle 2 of the contract 
totii consists of 20 unpatented lode cisinw located 1r Sections 
14, 5	 8	 *nd 10 of ¶	 16 S; R 10 E MDM, San Benita County, ca . tor 
rii*	 The Operator is the owner of 16 of these claims end isasee of 
k	 as &ndicated below. 	 The location notices for these claims are 
recordCd in the Recorder's Ottiae at Holli*ter San Benito Count; 
California., at the &ok and. Uge Numbers indicated4 ..	 • 


sme of Claim	 .	 . is. .srawJ Book. ____ 


westCiough#1	 .	 ,.	 . .	 220 .209 
W*it Ciough #2	 .. ;	 . .	 220.	 •. • 205 
West Clou$h /3 !/ 220 21t 
West CJ.ough #4 214 591 
East Clough 1l X' 220 207 
east Ciough 112 220 
East Ci gh	 3	 .., .	 220	 . .	 215 
East Clougfri /4 220 191 
East dough #5 220 203 
East dough /6 220


.
3.95 


East Clough . 7 
:	 Eat CIOi*gh #8 220 201 


North Canyon .	 220	 . 199 
Wild Goat 222 10w) 
junipar Flat	 .	 •	 . • 220	 . 19? 
Rattter No. I 2114 501 


•	 Rattler . No	 2	 .	 •	 • •	 • .	 .	 214.	 • .	 503 
Rocky 'eak 2114 
Rattler No. 3 2114 
Rattler No	 4 222


•	 •	 • 
/ East Clough Nos. i and 2 az'e held under 1*55* dated l'L'57 from 


L A. end Sarah C, Matthewe reoorded in Vol. 229 Pages 52532, 


V East Clough Io, 14 and West C3,ough No, 3 are held under lease datec 
5/19/56 from Aelred and Grace Matthews, nd Ely and Eve'yn 
Wnterhaider recorded in Vol. 229 1'*gea 2452'TW


71 







M1?-2O5 


:(C0thth6s and supercedes MF-2nd MF-203) 


June 1956


CONSENT TO LIEN


and


SUBORDINATION AGREEMENT 


To the United States of America:


F	 Gor. ent's Use Only 


EXPLO	 ON PROJECT CONTRACT 


Operator__ 


Docket No, DMEA-__________________ 


Contract No. Idm-E________________ 


Contract Date _'	 - 


Referring to that certain land in the County of 	 rn Eenito State of 
S 	


" 	 .• 	


' in. lea$cs	 ' 
California	 , describeda : i/as follows: .. . 


sededt y 19, 1956.añd recorded inVol... 229 Page 52l to.527 


inc1uaive Official Records of San Benito County, and'lea dated 


Jury 2, 1957, COZdd ii Vo1	 28.to 532 inc1uive, 


Official Reco	 o San Benito County, 	 -___________ 


which is the subject of a proposed exploration project contract, hereinafter called the "contract," 
with the United States of America, hereinafter called the "Government;" in consideration of the 


contract and as an inducement to the Government 'to enter, into it, the ' undersigned hereby--


1. Undertakes and agrees 'that property in which the Government may acquire an interest 


or equity under "the 'contract may be dismantled, severd' 'from the land, and removed, as may be pro-


vided 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; 


2. Grants to the Government a lien upon all of the undersigned's right, title, and 


interest in the land and upon any production of minerals therefrom to secure the payment to the 


Government of a percentage royalty on production as may be provided for 'by the Contract; 


3. Subordinates the undersigned's right, title, claim, or interest in or against the 


land andin ny prductlon therefrom to tie xights of the Government under the contract with respect 


to royalty on production nd liens to secure same; 


4. Represents and undertakes that'there is no claim, lien, or encumbrance upon the 


undersIgned's right, title, claim, or interest-in or against the land other than the fQ1lowng: 


(If "none" insert the word "none." Do not leave lines blank.) 


-'	 S 	


- NONE 
5	 ' 	


'5 '-' . "	


NONE 


1/ Mining or production from the land is' not required, and in the absence'of production there is no 


obligation to pay royalty to the Government. ' 


2/ E'ither (a) ' insert the legal description of the land, or (b) strike out the words "as follows" 


and insert "in a lease [or"contra 'ct, deed, or other 'document] dated ' '	 '__-- -, 


and recorded in Book ' ''' , Page' __' , official 'records of said county." If (b) 


is used, the bOôk'and pagO of recordati 'on cannot b'e dispensed with. If the space provided'is 


insufficient, use an Annex, and refer to the Annex in the-space.







5. 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 


undersigned's right, title, claim; orinterest in or against the land, or any production therefrom 


furnishing the Government..with . two : oppies of such notice; and 


6. 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 extend and 


apply thereto.	 -


(State "None" or "See Annex No._") 


Dated this 2Oth - day of _______________________, l9t_. 


____________________________ [Seal]	 1iia	 [Address] 


	


A'	 -	 . -	 . 543i Southidé Road 
-	 VJZL t2	 [Seal] No11tser, Ci11ton1a	 [Address] 


7. ft I ) ------------973 Terra .	 IV	 a..Yjé-€/	 [seaij &m	 Citfon1a	 [Address] 


973 . Trr	 Ua	 - 
[Seal] San Joe, CaUThrriIa	 [Address] 


:32OKTRoad 
• [Seal] .HOiii2teI', California	 [Address] 


•	 .• 


[Seal] Ho1iite, California	 [Address] 


-I,


	


	 -	 -	 .	 -.	 .	 certify that I am the - 


•(Secrtary, Ot.) of the corporation.namedherein; that ______________ 


_____________________ who signed this agreement was then	 -.	 (President 


or Vice—President, etc.) of said corporation; that said agreement was duly signed for and in behalf 


of said cOrporation by authority of its 'governing body, and was within the scope of its corporate 


powers.	 •	 •• -	 .	 - 


On this 20th day o-t' February	 JC(NT. LEXS, a Nota'y 
Public in aL £o tho Couritr of San Bnito porona1ly apaed 
E •, !'WTNEJS and S1RA} C. MATTNE/S his tife C. RitY TTPTE W LDER and 
VLYN T, UItTERHLDER h18 'aif arid PELRD H, tA TTT ES a t' CE A 


MATThEUS hi wife, known to zae to be tho porsons tthose nvte ar 
ubscrbed t th ithin irstrwtent nd they oxocuto th 


IN JITS UE0i, ! have ierountc et my hand and e$fiod my Official 
Sa1 the &iy an yoir in this Certiri e fit 	 veyrt -	


•
"pry 'uic n anQr tne count-
8' Ieflto 8ta of California 


4	 Iy co iaion expires June- - 5 1960 


INT.-DUP. SEC., WASH. • D.C.	 71 


7. Added provision:	 .nQr







•	 •, 


*ztoRArx0N 10ZC C0frRAC? 
MMHEW5 XINI?G COMPAZ4Y


D0CK! HOE UM*A41348 


snixvr 'A4 


Descrtjton of the )Iorx 
i$_*,.i ITI .I*	 _L. 


The prozt*ate locations of the work are shown on the 
asp entitled 'Figure 3 II Cs.jan M1ne San Benito County, California," 
etteched hereto and mede a part hereof, 


The wori consists of the toflowtngz 


1. Zxcavate three trenohes having dimensions aver*ng 
*)rOXtaately 200 tt 1O?4 b 15 feet 4Ø*p by 23 feet w14,, 
beginning at the points and extending In th Ureetiona giveru 


No. I From approziastey i9Q t 8 63* 1 at survey 
station	 $ O W 


2 - Prom approximately 270' N 200 1 of survey 
station 01 N 720 W 


$., 3 From approz!mately 150' N 650 1 at stwvey 
station 1 $ I47 w 


The amount of excvstion is exPected to b appz'ozisateXy 
7500 cubic yarde. 


, 1,ilI, blest, and aean bedrock to a depth of approxi 
mately 3 feet ovez * distance of 150 feet in each trnch, 


3, **p1e *11 favorable mineralized zones in the trenches 
and analyze samples for mercury, 


The locetton, direction, inc1tnation and extent of aLL 
wofr, *nd the method of sampling az. subject to the approval 
of e Government. 


Estimated CoSts of Proltect 
TVt-I- 4- *


Actual Cosj •	 • 
Category (1) Xnd.pen1ent Contracts 	 None 


•	 ,t, •	 • •--.-	 • 


Category (2)	 sqp $y$c


Suc*tegor (a) 


I SuperviaarEng1neer $5O0,0Q'mo. 
I month	 $ 500,00







sgbc8tegovy (b	 chc	 $erv¼e 


I	 U1IdOZ*Z Op	 tOX	 20 da 
$4 V OO di 4 3o,oO 


3ubcteoz	 () J! 


2 Mn•ra	 2	 d*ys	 $2O,0ca7 


Categør' r (3) 2tfltJ!Q 
Zxplostves (3 trenchee 0 $33o.00trenth) $Io0Oo 


1r111 steel (3 trenc*es * fl50Otreztc)) 22L00 


1ue1 aM	 ubz	 *t)g otT tr coesr 
2	 47*	 2.5Gd*v	 . 62G 


ieI and.briattng GtI fox*	 Lozer 
20 days	 .00da _______ L 457.0 


Category (4) 


Suboategot'Iet3 (a) *fl4 (b) 	 W: and 
?urcias*	 . 


$ubcategor	 (c) 


Co*peuoz'	 *onth	 4zo0.oO., $ 100.00 
•	 (based on value of $6,000) 


J*ciaer Z inth	 $80O m 8400 
(based on value of $480.00) 
ButIdoZ.r	 I aont	 *i1OO	 . .	 23 00 
(based on value of $10,500 for HD7) 


ategor	 (5) Ir1tJ BebsbUittiQn arid BepIra none 


Categoxy (6) 1ew Th1ij9p	 ixtiire	 an	 In. . 


C*tegory ()	 1saeiIaneot* • _#- __*__ 


•t raxes	 . 280.50.


na1yses	 eamplee $3.00iBa1p1e	 . .. 


arid Rep*tr ót btU2dozer . .. 	 200,00 


	


Maintenance ard flepaiz o copriseor nd	 .	 • 
Jack *ter	 &1fQ 


•	 •Eettmat*4 Totai Cost ot Project 	 $ i76.oq 
ovez*rm.nt p*rt1cpaUon at rr percent 


2	 /4 







Audit copy 


MF-200
(Revised June 1954) Docket No DMEA 


Commodity 


Contract No. 1dm–IL 1169 


UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR


DEFENSE MINERALS EXPLORATI ON ADMINISTRATION 


EXPLORATION PROJECT CONTRACT' 


It is agreed this	 day of --------------------------------------------------, 195, between the 
United States of America, acting through the Department of th4ie 
Administration, hereinafter called the "Gojernmert," an.cJ 2	 4W"	


4c 
* **titD	 t	 *c A,	 t$W	 t 
ctwer , *tthewi j 


whosem--


hereinafter called the "Operator," as follow--


ARTICLE 1. This contract is entered into• under the authority of the Defense Productior Ac9 
1950, as amended. It consists of this form (MF-200), the attached Exhibit "A," Annex I, and 


The Operator shall not transfer or assign this contract or any right thereunder without the written 
consent of the Government. 


ARTICLE 2. Operator's property right.—() The1lnd which is the subject ois	 txa(here-
inafter called "the land") is in the State of 	 , County of ---------
and is described in Annex I. 


(b) The Operator represents an undertakes tlit: 
(1) The Operator is the	 of	 1 


in the land, in possession and entitlecLto possession for all of the purposes of this contract, under 
and by virtue of a 6 ---------------- , - recorded in Book-----------------, page --------------------
official records of said County; and 


(2) The Operator's right, title, or interest (whethe . as owneesseç, Q	 Se4S ,ubject 
only to the following claims, liens, or encumbrances cC 
( .c) The Subordination Agreement of the holder of any claim, lien, or encumbrance listed above, 


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


'If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 
2 Insert name, and if an organization, its nature (corporation and place of incorporation, partnership with names of 


partners, etc.). 
'State on a separate sheet marked "Annex I" the legal description or enough to identify the. property, particularly 


excluding any areas from which the production is not to be subject to the Government's percentage royalty. 
'Insert "owner," "lessee," "contract purchaser," "locator," etc. 
'Insert "the entire interest," "the mineral rights," "an undivided one-third," etc. 
6 Insert "deed," "lease," "contract," "location notice," "patent," etc. 
'If not recorded, so indicate by inserting "un."
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4 * of the land (lessoi, sellei, optionoi, etc 1, are attached, as follows	 ' 
tbt'	 **i*it Q	 01 


( T1è Operator shall preserve and maintain his right, title, and interest in the land and his right 
to the possession thereof for the purposes of this contract, and shall devote the land and all existing 
improvements, facilities, buildings, installations, and appurtenances to the purposes of this contract. 
Until the lapse of the time within which the Government may make a certification of discovery or 
development without any such certification having been made, and after any such certification has been 
made, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest 
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and 
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government's 
right to a percentage royalty on production and lien for the payment thereof. If the Government makes 
no certification of discovery or development within the time limited in Article 8, it shall thereafter have 
no claim against the land or any production therefrom except for any production referred to in Article 
8(b) (1).


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


of ---------------------------------------------------------------------------------------------The work to be performed 
is described in Exhibit "A." The Oerator pn or be$o .-------------shall commence 
the work, and on or before ........... .?iinss th Operator's obligation to prosecute 
the work is terminated—see Article 10) shall either have completed the work or shall have incurred 
allowable costs (see Article 6) in a sum not less than the estimated total allowable cost set forth in 
Exhibit "A." 


ARTICLE 4. Performance of the work.—(a) Operator's responsibiiity.—The work shall be per-
formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with 
good mining standards and State regulations for health and safety and for liability insurance covering 
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to 
bring it to completion within the time fixed. 


(b) Independent contracts.—To the extent that the allowable costs are estimated in Exhibit "A" 
with express reference to performance by independent contractors on a unit-price basis (such as per 
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed; 
but if the reference in Exhibit "A" to any such independent contract requires the Government's 
approval thereof, payments under such contract will not be allowable costs unless the Government gives 
its written approval of the contract. Any such independent contract shall refer to some specific and 
identifiable part of the work, and shall be subject to all of the pertinent terms and conditions of this 
exploration contract; but the Government shall not be considered a party thereto, and its rights under 
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard-
less of the provisions of any such independent contract and regardless of the Government's approval 
thereof, the Government will participate in payments to the independent contractor only on account of 
work performed in accordance with the provisions of this exploration project contract, and only to the 
extent that the Government deems the unit prices for the work under the independent contract to be 
reasonable. 


(c) Government may inspect.—The Operator shall consult with and inform the Government on all 
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the 
work under the contract, and also after a certification of discovery or development to inspect production 
operations and underground workings. The operator shall provide the Government with all reasonable 
means of access for such inspections. 


ARTICLE 5. Contribution by the Go . pze -_The estimated total allowable cost of the project, 
set forth in Exhibit "A," is the suWpf 
The Government	 çoi4bute 2 percent of the allowable costs as they are incurred in a total sum 
not in excess of --------------------------------------------------------------------: Provided, That until the Operator has 
rendered to the Government his final report, and any final auditing required by the Government has been 
made, and a final settlement of the contract has been made, the GOvernment may .wthiio1d. from the last 


16-70617-1







voucher or vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the 
work or not in excess of the amount of the Government's contribution to the cost of property which is or 
may. become subject to. disposal as provided in Article 9(c), whichever is greater. The Government will 
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments 
by the Government are provisional only, subject to audit, until the account between the Operator and 
the Government is finally audited and settled. "Costs incurred" mean costs that have been paid or.have 
become due and payable, or that in the opinion of the Government have become an obligation. The Gov-
ernment may make payments directly to independent contractors and suppliers for the account of the 
Operator rather than to the Operator. 


ARTICLE 6. Estimated costs.—(a) Categories of costs.—The allowable costs of the work to which 
the Government shall contribute are limited to those that .are direct, reasonable, necessary, and that are 
estimated in Exhibit "A" by categories as specified in this article. If any category or subcategory is 
omitted from the estimate of costs, or if the word "none" is annexed to the listing thereof, costs under 
such category or subcategory are not allowable. Any excess over any estimate which is indicated as 
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any 
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the 
estimate of any category, subcategory, or item, either as to requirement or related cost, not indicated 
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To 
the extent that excesses over maximums other than the estimated total allowable cost of the work may 
be necessary for the performance of the work, the Operator shall incur such excesses for his own account 
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage 
of the estimated, total allowable cost of the work. 


To the extent specified in this article or in Exhibit "A" the following categories, subcategories, and 
elements thereof are maximums; but if not so specified either here or in Exhibit "A" they are not maxi-
mums, and may be exceeded within the limit of the estimated total allowable cost of the work: 


CATEGORY (1)—INDEPENDENT CONTRACTS.—Work to be performed under independent contracts 
(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of 
work for performance under an independent contract are maximums. 


CATEGORY (2)—PERSONAL SERVICES. 


Subcategory (a)—Supervision.—A11 elements of this subcategory (nUmber of supervisors, 
periods of employment, rates of pay, and total) are maximums. 


Subcategory (b)—Technical services.—A11 elements of this subcategory (number of technicians, 
periods of employment, rates of pay, and total) are maximums. 


Subcategory (c)—Labor. 
CATEGORY (3)—OPERATING MATERIALS AND SUPPLIES.—Includes such items as drill bits and steel, 


explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track.. 
CATEGORY (4)—OPERATING EQUIPMENT. 


Subcategory (a) —Rental.—The number of each object to be rented [6 mine cars, 1 truck], the 
rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums. 


Subcate gory (b) —Purchases.—The estimated total of this subcategory is a maximum. 
Subcategory (c)—Depreciation.—A11 elements of this subcategory (time periods, rate of depre-


ciation, and subcategory total) are maximums. 
CATEGORY (5)—INITIAL REHABILITATION AND REPAIRs.—Estimates under this category include all 


requirements and related costs, such as labOr, materials and supplies, and supervision at a rate not higher 
than provided for in Category (2), and shall not be duplicated under any other category. The estimated 
total of this category is a maximum. 	 . 


Subcategory (a)—Initial rehabilitation and repairs of existing buildings, fi xtures, and installa-
tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum. 


Subeate gory (b)—Initial rehabilitation and repairs of operating equipment.—The estimated 
total of this subcategory is a maximum. 	 .
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CATEGORY (6)—NEW BUILDINGS, FIXTURES, AND INSTALLATIONS (ExcLusIvE OF MINE WORKINGS) 
Estimates under this category include all requirements and related costs, such as labor, materials and 
supplies, and supervision at a rate not higher than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. 


CATEGORY (7) —MISCELLANEOUS.—Repairs and maintenance (other than initial) of operating equip-
ment, analytical work, prints and other reproductions, accounting, Operator's share of payroll taxes, 
liability insurance covering employment, travel, communications, and any other items of requirement or 
cost that do not fall within any of the first 6 categories. 


THE ESTIMATED TOTAL ALLOWABLE COST of the work is a maximum. 
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government: 


(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning, 
or holding possession; 


(2) Indirect costs, such as general overhead, corporate management, interest, taxes (other than 
payroll and sales taxes), insurance (other than liability insurance covering employment), damages 
to persons, damages to property (other than necessary repairs or replacements of equipment or 
other property used in the work); 


(3) Previous work performed or costs incurred before the date of this contract; and 
(4) Deferred payments._–Any costs incurred by the Operator under any rental-purchase agree-


ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi-
sions of which payment of the full purchase price is deferred more than 90 days from the delivery 
of the goods; unless the purchase agreement is approved y the Government in writing. 


(c) Reductions in costs.—The Operator shall account for and give the Government credit for any 
incidental benefits, credits, or money received in the ordinary course of business in prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern -
ment contributes to costs; and such amounts shall be treated as a reduction in costs incurred so that 
they are available for use within the limit of the original estimated total cost. This provision does not 
apply to receipts from production which are subject to the Government's percentage royalty under the 
provi'sions of Article)i. 


ARTICLE 7. Reports, accounts, audits.—(a) Operator's recorcls.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may 
have an interest; and shall preserve those with respect to work performed for at least three years after 
final payment by the Government, and those with respect to production for at least three years after any 
obligation to pay royalties to the Government has terminated. The Government may inspect and audit 
said records and accounts at ny time, either by itself or by a certified public accountant. If the Gov-
ernment elects to audit said records and accounts relating to the exploration work by certified public 
accountant, it may do so as a cost of the work to which the Operator shall contribute. The Comptroller 
General of the United States or his representative, until the expiration of said three-year periods; shall 
have access to and the right to examine any pertinent books, documents, papers, and records of the 
Operator. All of the Operators vouchers and records and accounts relating thereto and the Govern-
ment's payments thereof remain subject to adjustment until final audit by the Government. If work 
under this contract is carried on in conjunction with any other operations, or if labor, supervision, 
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are 
also used in connection with other operations, the costs shall be segregated and accounted for on a basis 
and by methods and accounts that are satisfactory to and approved by the Government. 


(b) Progress reports and vouchers.—The Operator shall provide the Government with five copies 
of monthly progress reports in three sections as follows: (1) Operator's Monthly Report and Voucher 
showing detailed costs incurred during the reporting period; (2) Operator's Unit Cost and Progress 
Report showing the various types of work performed during the reporting period and costs incurred for 
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on 
samples taken concurrently with advance in mineralized ground, (Forms for reporting under (1) and 
(2) above will be provided by the Government.)
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(c) Final 'report.—Upon completion of the work or termination of the Government's obligaton to 
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in 
addition to the final progress report and voucher). This final report shall include a geological and engi-
neering evaluation of the results of the work performed under the contract with an estimate of the ore 
reserves resulting from such work, complete assay data, adequate geological and engineering maps or 
sketches, and a summary of the work performed and related costs 'incurred. 


(d) Report of sales.—The Operator shall provide the Government with suitable accounting and 
documentary evidence covering all production to which the Government's percentage royalty relates, such 
as copies of smelter or concentrator settlement sheets, and. certified accounts of production and sale or 
other disposition of production.	 . 


(e) Compliance with requirements.—If in the opinion of the Government, any of the Operator's 
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the 
Government may procure the making or completion of such with suitable attachments as an expense of 
the work to which the Operator shall contribute. The Government may withhold approval and payment 
of any vouchers relating to insufficient or incomplete reports, records, or accounts. 


ARTICLE 8. Repayment by Operator.—(a) Ce rtification.—If the Government considers that a 
discovery or development from which production may be made has resulted from the work, the Govern-
ment, at any time not later than six months after a sufficient final report and final account (see Article 
7) has been rendered, may so certify in writing to the Operator. Such certification shall describe broadly 
or indicate the nature of the discovery or development. 


(b) Royalty on production.—The Operator, as principal if the Operator is the producer, or as surety 
if the Operator is not the producer, shall, pay to the Government a royalty on all minerals mined or 
produced from the land, as follows: (1) regardless of any certification of discovery or development, 
from the date of the contract until the lapse of the time 'within which the Government may make such 
certification, or until the total net amount contributed by the Government without interest is fully repaid, 
whichever occurs first; or (2) if the Government makes a certification of' discovery or development, 
within a period' of ten years from the date of the contract, or until the total net amount contributed by 
the Government without interest is fully repaid, whichever occurs first. 


(c) Basis for computation.—The Government's royalty shall be a percentage of the gross proceeds 
(including any bonuses, premium's, allowances, or other benefits) from the production sold, in the form 
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the f. o. b. point); except, that 
charges of the. buyer arising in the regular course of business, and shown as deductions on the buyer's 
settlement sheets, on account of the 'cost of treatment processes performed by the buyer, sampling and 
assaying to determine the value of'the production sold, and freight paid by the buyer to a carrier (not 
the Operator), shall be allowed as deductions in arriving at the "gross proceeds" as that term is used 
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid 
by the Operator or by anyone other than the buyer, are not deductible in arriving at the "gross proceeds" 
as that term is here used. The term "treatment processes," as here used, means those processes (such as 
milling, concentrating, smelting, refining, or equivalent) applied to the crude ore or other production after 
it is extracted from the ound,.to put it into a commercially marketable form; excluding 'fabricating or 
manufacturing. 


(d) Unsold pi'oduction.—If any production (ore, concentrates, metal, or equivalent), after the lapse 
of six months from the date the ore was extracted from the ground, remains neither sold nor used by 
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled), 
the Government, at its option, as long as it so remains, may require the computation and payment of 
its royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in 
when the Government elects to require computation and payment. If any production is used by the 
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government's royalty on such production shall be computed on the value therof in the form in 
which and at the time when it is so used. "Value" as here used means what is or would be gross income 
from mining operations for percentage depletion purposes in Federal income tax determination, or the 
market value, whichever is greater. 


(e) Percentages of royalty.—The percentages of the Government's royalty shall be as follows: 
One and one-half (1½) percent of amounts ("gross proceeds" or "value") not in excess of eight 


dollars ($8.00) per ton of production in the form in which sold, held, or used, plus one-half (1/2) 
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percent for each additional full fifty cents ($0.50) by which such amounts exceed eight dollars ($8.00) 
per ton, but not in excess of five (5) percent of such amounts. 


(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (1½) percent; on an amount of ten dollars ($10.00) per ton, three and one-half ( 3½) percent.) 


(f) Time for computation and payment.—The Government's royalty shall be computed and paid 
currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided 
in this article. 


(g) Lien for payment.—To secure the payment of its percentage royalty, there is hereby granted to 
the Government a lien upon the land or the Operator's interest in the land and upon any production of 
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid. 


(h) Notice to purchasers.—The Operator shall give notice of the Government's claim for royalty 
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty 
directly to the Government and to furnish the Government with copies of the settlement sheets. If the 
records of any production and sales or other disposition of production, whether the production is by the 
Operator or by others, are not made available to the Government, the amount of the royalty may be 
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his 
estimate thereof shall be final and binding upon the Operator. 


(i) No obligation to prociuce.—Nothing in this contract is to be construed as imposing any obligation 
on the Operator or the Operator's successor in interest to engage in any production operations. 


(j) Government not obligated to buy.—Nothing in this contract shall be construed as imposing any 
obligation on the Government to purchase any minerals mined or produced from the land. 


ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—Al1 costs under this 
contract shall be incurred by the Operator in the Operator's own name and for the Operator's own 
account; but any property acquired to the cost of which the Government contributes shall belong to the 
Operator and the Government jointly in proportion to their respective contributions, although title thereto 
shall be taken in the name of the Operator. 


(b) Preservation of property.—Until the final disposal of any property in which the Government 
has an interest the Operator shall preserve and protect same for the best interest of. the Government, any 
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government's obligation to contribute, or when such property 
is not in use for or needed for the work, the Operator shall neither use it without the written consent of 
the Government nor without paying a reasonable rental to be fixed by the Government for its interest. 


(c) Disposal of property.—Upon the completion of the work or termination of the Government's 
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator 
shall promptly dispose of salable or salvageable property in which the Government has an interest for 
the joint account of the Government and the Operator, either by return to the vendor, by sale to others, 
or purchase by the Operator or the Government at a price at least as high as could be obtained from 
others, unless the Government in writing waives its interest in any such property. Without advance 
approval of the sales price by the Government the Operator shall not sell at any price any item of property 
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any 
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any 
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself 
cares to give. Property remaining upon .any termination of the work shall be considered in groups or 
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining 
unexpended portion of any such group or category is less than $50, the Government waives its interest 
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it 
from the land, the cost thereof.to be treated as a cost of the project. 


(d) Default of the Operator re disposal.—If within 90 days after the completion of the work or ter-
mination of the Government's obligation to contribute to costs, or after the property is no longer needed 
for the work, or after such further time as the Government may in writing allow, the Operator has failed 
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the 
Government, at any time prior to final settlement under the contract, may pursue one of the following 
two courses: (1) the Government, by written notice to the Operator, may place upon such property what 
in jt opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per month from the 
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date such property was purchased under this contract to the termination of said 90-day period; and such 
property shall thereupon be considered and accounted for as having been purchased by the Operator at 
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such 
property wherever it may be found, and remove and dispose of it for the joint account of the parties. 


ARTICLE 10. Ter')nination of the Government's obligations.—(a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate .the probability of 
making a worthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and thereupon: (1) the Government 
shall be free of all obligation to contribute to costs not then incurred other than such as may be allowable 
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting; 
and (2) the Operator shall be free of all obligation to prosecute the work other than such as may be 
necessary and incidental to winding .up, reporting, and accounting. 


(b) If in the opinion of the Government the Operator is in any manner in default under the terms 
of the contract, the Government may give the Operator written notice of such default with a specification 
of reasonable time within which the default must be cured; and if the Operator fails to cure such default 
as required, thereupon: (1) the Government shall be relieved of all obligation to contribute to costs not 
incurred when the notice was given, other than such as may be allowable by the provisions of the contract 
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free 
of all obligation to prosecute the work other than such as may be necessary and incidental to winding up, 
reporting, and accounting. The remedy provided for the Government in this paragraph "(b)" is in addi-
tion to any other remedy provided in this contract, and in addition to any other remedy the law may 
provide for breach of contract. 


(c) The giving of any notice by the Government under the provisions of this Article 10 shall not 
affect the Government's rights as provided for in the contract with respect to a percentage royalty, and 
such rights shall be fully preserved. 


ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be 
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing. 


ARTICLE 12. Officials not to benefit.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom; 
but this provision shall not be construed to extend to this contract if made with a corporation for its 
general benefit. 


ARTICLE 13. Changes and added provisions.
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Executed in sextuplicate the day and year first above written. 


THE UNITED STATES OF AMERICA 


!tew.s. Nnin	 By


1.ploratton AdminlBtrat•ion 


By


Paztner 


I---------------------------------------------------------------------------------------------------------------------------------, certify that I am the 
----------------------------------------------------------secretary of the corporation named as Operator herein; 


that ---------------------------------------------------------------------------------------------------who signed this contract on behalf of the 
Operator, was then ------------------------------------------------------------------------------of said corporation; that said contract 
was duly signed for and in behalf of said corporation by authority of its governing body, and is within 
the scope of its corporate powers.


F CORPORATE


	


I.	 SEAL 


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







EXPLORATION PROJECT C0TRACT 
MATTHEWS MINING COMPANZ 


DOCKET NO. flMEA.4348 


The property referred to in Article 2. of the contract 
form contst5 of 20 unpatented lode claims located in Sections 3, 
4, 5, 8, 9	 and 10 of T 36 5; R 10 E I4DBM, San Benito County, Califor-
nia.	 The Operator is the owner of 16 of these claims and leases of 
4, as indicated below.	 The location notices for these claims are 
recorded in the Recorder's Office at Hollister, San Benito County, 
California, at the Book and Page' Numbers indicated. 


Name of Claim	 '. ..	 ...... .	 Book .Pag. 


West Ciough #1 220 209 
West Clough #2	 ..	 . .	 220 205 
West Clough #3 1/ 220 211 
West Clough #4 214 593. 
East Clough #1	 / 220 207 
East Clough #2	 / '220 193 
East Clough #3 220 215 
East dough #4 V 220 191 
East Clough #5	 .	 . 220 
East dough #6 220 195 
EaSt dough #7 220 213 
East dough #8 220 201 
North Canyon 220 199 
Wild Goat .	 .	 ,. 222 109 
Juniper Flat 220 197 
Rattler No,	 3.	 .	 . 214 50l 
Rattler	 .	 . .	 214 5Q3 
Rocky Peak 214 593 
Rattler No	 3	 .	 . .	 214 405 
Rattler No, '	 . ,	 222 ,	 107


•	 / East Clough Nos. 3. and 2 are held under lease dated 1/2/57, from 
•	 Z, A., and Sarah C, Matthews, recorded in Vol. 229, Pages 52532, 


V Eat Clough No. 4 and West Clough No. 3 are held under lease dated 
5/i9/56 from Mired and Grace Matthews, and Ray and Evelyn 
Winterhalder, recorded in Vö1. 229, Pages 524527. 
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NSENT TO LIN. // 


MF-205 


(Combines and supercedes MF-20 nd MF,> 
June 1956


Government' s Use Only 


EXPLOR ON PROJECT CONTRACT 


Operator._. 


Docket No. DMEA.-__________________ 


Contract No. Idm-E-


Contract Date__ 


SUB
	


CEMENT 21 


To the United States of America: 


Referring to that certain land in the County of 


in leaeo CaliforrLa	 , described	 as fOl1Ow: 


Lease dated ay 19, 1956 and recordedirVoL 229,


-, State of 


?ae 524 to 527 


inc1U8iv, Official Records, of San Benito Cotny', and lease dated 


January 2, 197, recorded in Vol. 229, Pace 528 to 532 ±nclusive, 


Official Rcord of Sa Bnito County, 
which is the subject of a proposed exploration project contract, hereinafter called the "contract," 


withthe United States of America, hereinafter calledthe "Government;" in consideration of the 


contract and as aninduceinent to the Government to enter.intO it, the undersigned hereby--


1. 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, arid removed, as may be pro-


vided in the contract; and the Government's interest and equity in such property shall be prior 


and superior to any adyerse right or claim of the undersigned; 


2. Grants to the Government a lien upon all of the undersigned's right, title, and 


interest in the land and upon any production, of minerals therefrom, to secure the payment tO the 


Government of a percentage royalty on production as may be provided for by the Contract; 


3. Subordinates the undersigned's right, title, claim, or interest in or against the 


land and in any production therefrom to the rights of the Government under the contract with respect 


to royalty on production and liens to secure same; 	 - 


4. Represents and undertakes that there is no claim, lien, or encumbrance upon the 


undersigned's right, title, claim, or interest in or against the land other than the following: 


(If "none" insert the word "none." Do not leave lines blank.) 


NONE	 _________________


NONE 


NONE. 


/ Mining or 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 (b) strike out the words "as follows" 


and insert "in a lease [or contract,deed, or other document] dated ______ ___________ 


and recorded in Book _________, Page __________ ; official records of said county." If (b) 


is used, the book and page of recordation cannot be dispensed with. If the space provided is 


insufficIent, iise an Annex, and refer to the Annex in-the space,







5. 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 ncitice of the Government's rights 


under this Agreement to any subsequent transferee, mortgagee, encumbrancer, or lessee of any of the 


undersigned's right', title, claim,' or interest in''or against the land, or any production therefrom 


'furnishing the 'Government with two 'copies of such" notice; and 


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


the contract without notice thereof, 'and' un'dertakes and agrees that this Agreement shall extend and 
apply thereto.	 '	 '	 -' 


7. Added provision:	 flOflO	 (State "None" or "See Annex No._") 


Dated t s 20th	 day, of	 Februaxy	 , 1957. 
A	 ,	 ''	 5431 Southside Road 


_____________________________ [Seal] Hollister, California . [Addrs] 
.5431 Southside Road 


Seal] Holli ster, California	 [Address] 


73 Terra Belia 
seal] , San Jose, California	 ' [ aressJ 


9(3 'rerra Bella . ,	 .	 , 
seaij San Jose, Ca1ifornia	


[Address] 


320 KT,Road 
seail _Hollister, California	 [Address] 


320 KT Road 
seal] Hollister, California 	 [Address] 


I,	 " _ _ '	 certify that I am the'_ 


(Secretary, etc.) of the 'corporation named herein; that _______________ 


___________________ who signed thi's agreement was'then ' 	 ' '	 (President 


or Vice-President, etc.) of said corp.oration; that said agreement was duly signed for and in behalf 


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


powers.	 '	 ' '.	 '	 ''	 '


[Corporate Seal] 


STATE OF CALIFORNIA,
) 38. 


COUNTY 'OF , SAN BENITO.' ) 


On this 20th day of February, 1957, before me, JOHN T, LEWIS, a Notary 
Public in and for the County of San Benito, personally appeared 
LA. MATTHEWS and SARAH C, MATThEWS, his wife, C.. RAY WINTERHALDER and 
EVELYN T. 1 .,INTERHALDER, his ' wife, and AELRED M. MATTHEWS and GRACE A. 
MATTHEWS, his wife, known to me to be the persons whose names are 
subscribed to the within instrument and. : they executed the same. 


IN WITNESS WHEREOP, I have hereunto set my hand' 'and affixed my Official 
Seal the day and year in this C.êr.t.. ate -first above wri en. 


a PubB.c	 an for thè oü	 of 
n Benito, -State of California. 
commission expires June 5, 1960 


INT.—DU?. SEC., WASH., D.c. 	 '	 '	 S	 '	 .	 '	 ,	 .	 7].







EXPLOfiATION PROJECT CONTRAC? 
MATTHEWS MINING COMPANY 


D0CKE NO, DMEA348 


EXRX.BXT 8A"


Description of th! Work 


The approximate locations of the work are ehown on the 
map entitled tt Pigure 3 El Cajon Mine, San Benito County, California,' 
attached hereto and made * part hereof. 


The woZM consistS ot the following' 


1, Excavate three trenches having dimensions averaging 
approximately 200 feet long by 15 feet deep b 23 feet wide, 
beginning St the, points and extending in the dIrections given: 


No, I - Prom approximatey 19 0 ' 3 63 E of survey 
itation 0, S 40 W 


No. 2 - Prom approximately 270' N 20 E of survey 
station 0, N 72 V 


No, 3 - Prom approximately 1O' N 6° E: of survey 
stationL .2 47 W 


The amount ot excavation is expected to be approximately 
7500 cubic yards. 	 . S 


2. Drill, blast, and clean bedrock to a depth of approxi-
mately 3 feet over a distance of 150 teat in each trench, 


3 Sample all favorable mineralized zones in the trenches 
and' analyze samples for mercury .' . :	 5, 


The location, direct4on, Inclination, andextent of all 
work, and the method of' sampling, are subject to the approval 


	


f • the Government'. 	 . .	 .	 .: 


Batimated Costs of Project 


Actual Costs	 : 


Category (i) Xndeendent Contracts	 None 


Category (2) PersOnal Services 


Subcategory (a) 3ueri 


I Supervisor-Engineer $500.00/mo. 
1 month	 •,	 $ 5O0',00







$ubcategoz7. (b): 'echnicalerv1e. 


I Dulidozer Operator, 20 aays 
@ 424,00/day $	 480.00 


Stheategory (e) Labor 


2 Miners, 25 days each	 $20.00/day 100O.00 $1,930.00 


Category (3) Op,ratin 	 13L 


Explosives (3 trenches @ $350.00 /trench) $1,050.00 


Drill steel. (3 trenches € $75. 00/trench ) 225,00 


Puel and lubricating oIl for compressor, 
25 days	 $2.50/day 62.50 


Pul	 dI1tt	 011 for bulldozers 
20 days	 $6.00/day. 120.00 $1,457.50 


category (4) Qpera 


Subcategories (a) and (b) 1eit1 and 
_______ None 


Suboategory (e)	 reiation 


3. Compressor,, I month	 $l0O,0o,,'o.	 '$ 100.00 
(based on value: of $6,000) 


I Jaochanimer, 3. month	 $8.00/mo. 
$480.00)


8,00 
(based on value of 


I Bulldozer, 3. month	 $175.00/mo. 
for HD-7)


1,OO $	 2C3.Q0 
(based on value of $10,500 


category (5)	 it1ai Rehabilitation and	 epair's	 None 


Category (6) New 3uildins	 Pixturea and In. 
a1ôn None 


Category (7)	 e1nós 


•	 rayroll taxes, liability insurance $	 280.50 


Analyses 50 samples	 $3.00 /sample 150.00 


•	 Maintenance anc RepaIr of bulldozer 200.00 


Naintenance and Repair of compressor and 
jackhammer 125.00 L1559 


Zsttmated Total Cost of ?roject $4,476.0o 
Government participation at 75 percent $j7o


2 







Finance Office copy 


(Revised June 1954)	 Docket No. DMEA 


Commodity 


Contract No. IdmE3t9 


UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


EXPLORATION PROJECT CONTRACT' 


2OMAR 1551 
It is agreed this -----------------------------------------day of --------------------------------------------------, 195, between the 


United States of America, acting through the Department of tI Itejor Dejis Min'als Exploration 
Administration, hereinafter called the "Government," and 2 fl1btn$ Jn3TZg ompar, 
a p*rtnerah.D eo*prs*d at Ew*r A. Metthewø1 Everett J, Wstthewe 


*tthew	 Jsme'a-L i4*tthew -


whosem--ilin--a 


hereinafter called the "Operator," as follow 


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


The Operator shall not transfer or assign this contract or any right thereunder without the written 
consent of the Government. 


ARTICLE 2. Operator's property rights.—(a) The land which is the subject thisontiact (here-
inafter called "the land") is in the State of a'4!--------, County of --
and is described in Annex J•3 


(b) The Operator represents and undertakes that: 
(1) The Operator is the 4 ** Annex X	 of5	 A fl I 


in the land, in possession and entitled to possession for all of the purposes of this contract, under 
and by virtue of	 JeeA1flXi------, - recorded in Book -----------------, page --------------------
official records of said County; and 


(2) The Operator's right, title, or interest (whether as owner, lessee, r otherwise) is ubject 
only to the following claims, liens, or encumbrances 	 Zt*r*t ot e*aozs	 4 


________________________________________________________________________________________________________________________________________________________________________ 


(c) The Subordination Agreement of the holder of any claim, lien, or encumbrance listed above, 
and (if the Operator does not hold the legal title) the Consent to Lien of any holder of the legal title 


If sifficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 
2 Insert name, and if an organization, its nature (corporation and place of incorporatiop, partnership with names of 


partners, etc.). 
8 State on a separate sheet marked "Annex I" the legal description or enough to identify the property, particularly 


excluding any areas from which the production is not to be subject to the Government's percentage royalty. 
Insert "owner," "lessee," "contract purchaser," "locator," etc. 
Insert "the entire interest," "the mineral rights," "an undivided one-third," etc. 


6 Insert "deed," "lease," "contract," "location notice," "patent," etc. 
If not recorded, so indicate by inserting "un."
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of the land (lessor, seller, optionor, etc.), are attached, as follows-------
bor sratr Agreement ot euore Ot 4 *1ama 


( j 'rhe Operator shall preserve and maintain his right, title, and interest in the land and his right 
to the possession thereof for the purposes of this contract, and shall devote the land and all existing 
improvements, facilities, buildings, installations, and appurtenances to the purposes of this contract. 
Until the lapse of the time within which the Government may make a certification of discovery or 
development without any such certification having been made, and after any such certification has been 
made, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest 
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and 
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government's 
right to a percentage royalty on production and lien for the payment thereof. If the Government makes 
no certification of discovery or development within the time limited in Article 8, it Shall thereafter have 
no claim against the land or any production therefrom except for any production referred to in Article 
8(b)(1).	 •.• 


ARTICLE 3. The exploration project .—T he project is a search for indicated or undeveloped deposits 
of -----MC147--------------------------------------------------------The work to be performed 
is described• in Exhibit "A." The Onerator on or befoie 	 --- J97 ------- - shall commence 
the work, and on or before 	 XZ'O11 date Of	 Operator's obligation to prosecute 
the work is terminated—see Article 10) shall either have completed the work or shall have incurred 
allowable costs (see Article 6) in a sum not less than the estimated total allowable cost set forth in 
Exhibit "A." 


ARTICLE 4. Performance of the work.—(a) Operator's responsibility.—The work shall be per-
formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with 
good mining standards and State regulations for health and safety and for liability insurance covering 
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to 
bring it to completion within the time fixed. 


(b) Independent contracts.—To the extent that the allowable costs are estimated in Exhibit "A" 
with express reference to performance by independent contractors on a unit-price basis (such as per 
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed; 
but if the reference in Exhibit "A" to any such independent contract requires the Government's 
approval thereof, payments under such contract will not be aJiowable costs unless the Government gives 
its written approval of the contract. Any such independent contract shall refer to some specific and 
identifiable part of the work, and shall be subject to all of the pertinent terms and conditions of this 
exploration contract; but the Government shall not be considered a party thereto, and its rights under 
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard-
less of the provisions of any such independent contract and regardless of the Government's approval 
thereof, the Government will participate in payments to the independent contractor only on account of 
work performed in accordance with the provisions of this exploration project contract, and only to the 
extent that the Government deems the unit prices for the work • under the independent contract to be 
reasonable. 


(c) Government may inspect.—The Operator shall consult with and inform the Government on all 
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the 
work under the contract, and also after a certification of discovery or development to inspect production 
operations and underground workings. The operator shall provide the Government with all reasonable 
means of access for such inspections. 


ARTICLE 5. Contribution by the Go.vern?nent.—The estimated total allowable cost of the project, 
set forth in Exhibit "A," is the sum of 4Th*LQL) 
The Government shall contribute	 percent of the allowable costs as they are incurred in a total sum 
not in excess of	 --------------------------------------------------------------- : Provided, That until the Operator has 
rendered to the Government his final report, and any final auditing required by the Government has been 
made, anda final settlement of the contract has been made, the Government may withholdfrom the last 
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vouôher or. vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the 
work or not in excess of the amount of the Government's contribution to the cost of property which is or 
may become subject to disposal as provided in Article 9(c), whichever is greater. The Government will 
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments 
by the Government are provisional only, subject to audit, until the account between the Operator and 
the Government is finally audited and settled. "Costs incurred" mean costs that have been paid or have 
become due and payable, or that in the opinion of the Government have become an obligation. The Gov-
ernment may make payments directly to independent contractors and suppliers for the account of the 
Operator rather than to the Operator. 


ARTICLE 6. Estimated costs.—(a) Categories of costs.—The allowable costs of the work to which 
the Government shall contribute are limited to those that are direct, reasonable, necessary, and that are 
estimated in Exhibit "A" by categories as specified in this article. If any category or subcategory is 
omitted from the estimate of costs, or if the word "none" is annexed to the listing thereof, costs under 
such category or subcategory are not allowable. Any excess over any estimate which is indicated as 
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any 
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the 
estimate of any category, subcategory, or item, either as to requirement or related cost, not indicated 
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To 
the extent that excesses over maximums other than the estimated total allowable cOst of the work may 
be necessary for the performance of the work, the Operator shall incur such excesses for his own account 
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage 
of the estimated, total allowable cost of the work. 


To the extent specified in this article or in Exhibit "A" the following categories, subcategories, and 
elements thereof are maximums; but if not so specified either here or in Exhibit "A" they are not maxi-
mums, and may be exceeded within the limit of the estimated total allowable cost of the work: 


CATEGORY (1)—INDEPENDENT CONTRACTS.—WOrk to be performed under independent contracts 
(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of 
work for performance under an independent contract are maximums. 


CATEGORY (2)—PERSONAL SERVICES. 
Subcategory (a) —Supervision.--A11 elements of this subcategory (nUmber of supervisors, 


periods of employment, rates of pay, and total) are maximums. 
Subcate gory (b) —Technical services.—All elements of this subcategory (number of technicians, 


periods of employment, rates of pay, and total) are maximums. 
Subcategory (c)—Labor. 


CATEGORY (3)—OPERATING MATERIALS AND SUPPLIES.—Includes such items as drill bits and steel, 
explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track. 


CATEGORY (4)—OPERATING EQUIPMENT. 
Subcategory (a)—Rental.—The number of each object to be rented [6 mine cars, 1 truck], the 


rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums. 
Subcate gory (b)—Purchases.—The estimated total of this subcategory is a maximum. 
Subcategory (c)—Depreciation.—Al1 elements of this subcategory (time periods, rate of depre-


ciation, and subcategory total) are maximums. 
CATEGORY (5)—INITIAL REHABILITATION AND REPAIRS.—Estimates under this category include all 


requirements and related costs, such as labor, materials and supplies, and supervision at a rate not higher 
than provided for in Category (2), and shall not be duplicated under any other category. The estimated 
total of this category is a maximum.	 - 


Subcategor'y (a)—Initial rehabilitation and repairs of existing buildings, fixtures, and installa-
tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum. 


Subcategory (b)—Initial rehabilitation and repairs of operating equipment.—The estimated 
total f this subcategory is a maximum.
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CATEGORY (6) —NEw BUILDINGS, FIXTURES, AND INSTALLATIONS (ExcLusIvE OF MINE WORKINGS) 
Estimates under this category include all requirements and related costs, such as labor, materials and 
supplies, and supervision at a rate not higher than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. 


CATEGORY (7)—MIScELLANE0Us.—Repairs and maintenance (other than initial) of operating equip-
ment, analytical work, prints and other reproductions, accounting, Operator's share of payroll taxes, 
liability insurance covering employment, travel, communications, and any other items of requirement or 
cost that do not fall within any of the first 6 categories. 


THE ESTIMATED TOTAL ALLOWABLE COST of the work is a maximum. 
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government: 


(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning, 
or holding possession; 


(2) Indirect costs, such as general overhead, corporate management, interest, taxes (other than 
payroll and sales taxes), insurance (other than liability insurance covering employment), damages 
to persons, damages to property (other than necessary repairs or replacements of equipment or 
other property used in the work); 


(3) Previous work performed or costs incurred before the date of this contract; and 
(4) Deferred payments.—Any costs incurred by the Operator under any rental-purchase agree-


ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi-
sions of which payment of the full purchase price is deferred more than 90 days from the delivery 
of the goods; unless the purchase agreement is approved by the Government in writing. 


(c) Reductions in costs.—The Operator shall account for and give the Government • credit for any 
incidental benefits, credits, or money received in the ordinary course of business in prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing .of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern-
ment contributes to costs; and such amounts shall be treated as a reduction in costs incurred so that 
they are available for use within the limit of the original estimated total cost. This provision does not 
apply to receipts from production which are subject to the Government's percentage royalty under the 
provisions of Article . 8. 


ARTICLE 7. Reports, accounts, audits.—(a) Operator's records.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may 
have an interest; and shall preserve those with respect to work performed for at least three years after 
final payment by the Government, and those with respect to production for at least three years after any 
obligation to pay royalties to the Government has terminated. The Government may inspect and audit' 
said records and accounts at any time, either by itself or by a certified public accountant. If the Gov-
ernment elects to audit said records and accounts relating to the exploration work by certified public 
accountant, it may do so as a cost of the work to which the Operator shall contribute. The Comptroller 
General of the United States or his representative, until the expiration of said three-year periods, shall 
have access to and the right to examine any pertinent books, documents, papers, and records of the 
Operator. All of the Operators vouchers and records and accounts relating thereto and the Govern-
ment's payments thereof remain subject to adjustment until final audit by the Government. If work 
under this contract is carried on in conjunction with any other operations, or if labor, supervision, 
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are 
also used in connection with other operations, the costs shall be segregated and accounted for on a basis 
and by methods and accounts that are satisfactory to and approved by the Government. 


(b) Progress reports and vouchers.—The Operator shall provide the Government with five copies 
of monthly progress reports in three sections as follows: (1) Operator's Monthly Report and Voucher 
showing detailed costs incurred during the reporting period; (2) Operator's Unit Cost and Progress 
Report showing the various types of work performed during the reporting period and costs incurred for 
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on 
samples taken concurrently with advance in mineralized ground. (Forms for reporting under (1) and 
(2) above will be provided by the Government.)
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(c) Final report.—Upon completion of the work or termination of the Government's obligation to 
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in 
addition to the final progress report and voucher). This final report shall include a geological and engi-
neering evaluation of the results of the work performed under the contract with an estimate of the ore 
reserves resulting from such work, complete assay data, adequate geological and engineering maps or 
sketches, and a summary of the work performed and related costs incurred. 


(d) Report of sales.—The Operator shall provide the Government with suitable accounting and 
documentary evidence covering all production to whichthe Government's percentage royalty relates, such 
as copies of smelter or concentrator settlement sheets, and certified accounts of production and sale or 
other disposition of production. 


(e) Compliance with requirements.—If in the opinion of the Government any of the Operator's 
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the 
Government may procure the making or completion of such with suitable attachments as an expense of 
the work to which the Operator shall contribute. The Government may withhold approval and payment 
of any vouchers relating to insufficient or incomplete reports, records, or accounts. 


ARTICLE 8. Repayment by Operator.—(a) Certification.—If the Government considers that a 
discovery or development from which production may be made has resulted from the work, 'the Govern-
ment, at any time not later than six months after a sufficient final report and final account (see Article 
7) has been rendered, may so certify in writing to the Operator. Such certification shall describe broadly 
or indicate the nature of the discovery or development. 


(b) Royalty on production.—The Operator, as principal if the Operator is the producer, or as surety 
if the Operator is not the producer, shall pay to the Government a royalty on all minerals mined or 
'produced from the land, as follows: (1) regardless of any certification of discovery or development, 
from the date of the contract until the lapse of the time within which the Government may make such 
certification, or until the total net amount contributed by the Government without interest is fully repaid, 
whichever occurs first; or (2) if the Government makes a certification of discovery or development, 
within a period of ten years from the date of the contract, or until the total net amount contributed by 
the Government without interest is fully repaid, whichever occurs first. 


(c) Basis for computation.—The Government's royalty shall be a percentage of the gross proceeds 
(including any bonuses, premiums, allowances, or other benefits) from the production sold, in the form 
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the f. o. b. point) ; except, that 
charges of the buyer arising in the regular course of business, and shown as deductions on the buyer's 
settlement sheets, on account of the cost of treatment processes performed by the buyer, sampling and 
assaying to determine the value of the production sold, and freight paid by the buyer to a carrier (not 
the Operator), shall be allowed as deductions in arriving at the "gross proceeds" as that term is used 
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid 
by the Operator or by anyone other than the buyer, are not deductible in arriving at the "gross proceeds" 
as that term is here used. The term "treatment processes," as here used, means those processes (such as 
milling, concentrating, smelting, refining, or equivalent) applied to the crude ore or other production after 
it is extracted from the ground, to put it into a commercially marketable form; excluding fabricating or 
manufacturing. 


•(d) Unsold procluction.—If any production (ore, concentrates, metal, or equivalent), after the lapse 
of six months from the date the ore was extracted from the ground, remains neither sold nor used by 
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled), 
the Government, at its option, as long as it so remains, may require the computation and payment of 
its royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in 
when the Government elects to require computation and payment. If any production is used by the 
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government's royalty on such production shall be computed on the value therof in the form in 
which and at the time when it is so used. "Value" as here used means what is or would be gross income 
from mining operations for percentage depletion purposes in Federal income tax determination, or the 
market value, whichever is greater. 


(e) Percentages of royalty.—The percentages of the Government's royalty shall be as follows: 
One and one-half (1½) percent of amounts ("gross proceeds" or "value") not in excess of eight 


dollars ($8.00).. per ton of production in the form in which old, hçld, o' 	 d, plus 91w-half (½)'







percent for each additional full fifty cents ($0.50) by which such amounts exceed eight dollars ($8.00) 
per ton, but not in excess of five (5) percent of such amounts. 


(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (1½) percent; on an amount of ten dollars ($10.00). per ton, three and one-half ( 3½) percent.) 


(f) Time for computation and payment.—The Government's royalty shall be computed and paid 
currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided 
in this article. 


(g) Lien for payment.—To secure the payment of its percentage royalty, there is hereby granted to 
the Government a lien upon the land or the Operator's interest in the land and upon any production of 
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid. 


(h) Notice to purchasers.—The Operator shall give notice of the Government's claim for royalty 
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty 
directly to the Government and to furnish the Government with copies of the settlement sheets. If the 
records of any production and sales or other disposition of production, whether the production is by the 
Operator or by others, are not made available to the Government, the amount of the royalty may be 
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his 
estimate thereof shall be final and binding upon the Operator. 


(i) No obligation to procluce.—Nothing in this contract is to be construed as imposing any obligation 
on the Operator or the Operator's successor in interest to engage in any production operations. 


(j) Government not obligated to buy.—Nothing in this contract shall be construed as imposing any 
obligation on the Government to purchase any minerals mined or produced from the land. 


ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—A11 costs under this 
contract shall be incurred by the Operator in the Operator's own name and for the Operator's own 
account; but any property acquired to the cost of which the Government contributes shall belong to the 
Operator and the Government jointly in proportion to their respective contributions, although title thereto 
shall be taken in the name of the Operator. 


(b) Preservation of property.—Until the final disposal of any property in which the Government 
has an interest the Operator shall preserve and protect same for the best interest of the Government, any 
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government's obligation to contribute, or when such property 
is not in use for or needed for the work, the Operator shall neither use it without the written consent of 
the Government nor without paying a reasonable rental to be fixed by the Government for its interest. 


(c) Disposal of property.—Upon the completion of the work or termination of the Government's 
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator 
shall promptly dispose of salable or salvageable property in which the Government has an interest for 
the joint account of the Government and the Operator, either by return to the vendor, by sale to others, 
or purchase by the Operator or the Government at a price at least as high as could be obtained from 
others, unless the Government in writing waives its interest in any such property. Without advance 
approval of the sales price by the Government the Operator shall not sell at any price any item of property 
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any 
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any 
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself 
cares to give. Property remaining . upon any termination of the work shall be considered in groups or 
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining 
unexpended portion of any such group or category is less than $50, the Government waives its interest 
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it 
from the land, the cost thereof to be treated as a costof the project. 


(d) Default of the Operator re disposal.—If within 90, days after the completion of the work or ter-
mination of the Government's obligation to contribute to costs, or after the property is no longer needed 
for the work, or after such further time as the Government may in writing allow, the Operator has failed 
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the 
Government, at any time prior to final settlement under the contract, may pursue one of the following 
two courses: (1) the Government, by written notice to the Operator, may place upon such property what 
in its opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per. month from the 
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Executed in sextuplicate the day and year first above written. 


THE UNITED STATES OF AMERICA 


L— # 
By


xpior*tton Ath.ntstr*tto 


By---------------------------------------------------------------------


I, --------------------------------------------------------------------------------------------------------------------------------, certify that I am the 
-----------------------------------------------------------secretary of the corporation named as Operator herein; 


that ----------------------------------------------------------------------------------------------------who signed this contract on behalf of the 
Operator, was then -.-----------------------------------------------------------------------------of said corporation; that said contract 
was duly signed for and in behalf of said corporation by authority of its governing body, and is within 
the scope of its corporate powers.


F CORPORATE


	


I.	 SEAL 


U. S. GOVERNMENT PRNTING CFEICE	 16-70617-i







date such property was purchased under this contract to the termination of said 90-day period.; and such 
property shall thereupon be considered and accounted for as having been purchased by the Operator at 
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such 
property wherever it may be found, and remove and dispose of it for the joint account of the parties. 


ARTICLE 10. Termination of the Government's obligations.—(a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate the probability of 
making a worthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and thereupon: (1) the Government 
shall be free of all obligation to contribute to costs not then incurred other than such as may be allowable 
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting; 
and (2) the Operator shall be free of all obligation to prosecute the work other than such as may be 
necessary and incidental to winding up, reporting, and accounting. 


(b) If in the opinion of the Government the Operator is in any manner in default under the terms 
of the contract, the Government may give the Operator written notice of such default with a specification 
of reasonable time within which the default must be cured; and if the Operator fails to cure such default 
as required, thereupon: (1) the Government shall be relieved of all obligation to contribute to costs not 
incurred when the notice was given, other than such as may be allowable by the provisions of the contract 
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free 
of all obligation to prosecute the work other than such as may be necessary and incidental to winding up, 
reporting, and accounting. The remedy provided for the Government in this paragraph "(b)" is in addi-
tion to any other remedy provided in this contract, and in addition to any other remedy the law may 
provide for breach of contract. 


(c) The giving of any notice by the Government under the provisions of this Article 10 shall not 
affect the Government's rights as provided for in the contract with respect to a percentage royalty, and 
such rights shall be fully preserved. 


ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be 
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing. 


ARTICLE 12. Officials not to benefit.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom; 
but this provision shall not be construed to extend to this contract if made with a corporation for its 
general benefit. 


ARTICLE 13. Changes and added provisions.—
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EXPLORA0N PROae'r C0NTRAC 
MATTHEWS MXNXNG C0MANY 


DOCKE!1 NO,	 EA4349.. 


The property referred to in Article 2 at the contract 
form øonsists of 20 unpatented lode claims locstd in Sections 3, 
4	 5, 8	 9, and 10 otT 16 8	 It 10 E MDBM * San Benito County ,Cal ttor 
nia, The Operator is th owner at i6 of these claims and leaSeC of 
4, as indicated below,	 The locitlon notices tar these clai*s are 
recorded in thø Recorder's Office at Koltiater San Benito County 
Ca1ifort*, at the Book. and ?age Numbers in4iated, 


Name of Claim -	 - Book - ____ 


West dough #1 220 209 
West dough #2 220 205 
West dough #3 / 220 211 
West C3ough #4 21k 591 
East Clotz,h #1 xJ 220	 -. 207 
East Clough i2 
East dough #3


220 
220


193 
215 


East Clough #4	 / 220 191 
East Clough tY5 220 203 


East Clough #6 220 195 
East Clough #7 220 213 
East Clough #8 220 201 
North Canlon- 220 199 
Wild Goat 109 
Juniper Flat 220 197 
Rattler No. 1 21k 501 
Rattler No. 2 214 503 
Rocky Peak	 S 214 593 
Rattler No. 3 214 405 
Rattler No, 4	 .. 222. 107


East Clough Nos.	 az's hild under 1-ease dated 1/2/57, tram 
E, k, and 5àrsh- C, attbew$,- recorded in Vol. 229, -Pages 528432, 


V East dough Na. 4 and West Clough No. 3 are held under lease dated 
5/19/56 from Mired and Grace Matthews, and Ray and Evelyn 
Wtnterhsld,r, recorded in Vol. 229. Pages. 524427, 







MF-205
	


FGovernment'sUse Only 


(Cohibine's and supercedes MF-2 	 nd MF-203)
	


EXPLO1WON PROJECT CONTRACT 


, June 1956
	


Operator___ 


Docket No, DMEA-_________________ 


Contract No. Idrn-E__ 


Contract Date_________________________ 


CONSENT TO LIEN 


and 


SUBORDINATION AGREEMENT ./	 : 


To the United-States of America: 


Referring to that certain land 'in the County of	
'	 San Benito_, 


State of 


in leases 
California	 , des'cribe& : ,as follows: 


Lease dated May 19. : 1956 and recorded in Vol. 229, Page 524 to. 527 


inclusive, Official Records of San Benito County, and lease dated 


January 2, 1957, recorded in Vol. 229, Page 528 to 532 inclusive, 
Official Records of San Bënito County, 
which is the subject of a proposed exploration project contract, hereinafter called the "contract," 


with the United States of America, hereinafter called the "Government;" in consideration of the 


contract and as an inducement to the Government to enter into it, the undersigned hereby--


1. 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 pro-


vided 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; 


2. Grants to the Government a lien upon all of the undersigned's right, title:, and 


interest i'n the land and .upon any production of minerals therefrom, to secure, , the payment to the 


Government of a percentage ryalty on production as may be provided for by the Contract; 


3. Subordinates the undersigned's right, title, claim, or interest in or against the 


lan and in any production therefrom to the rights of the Government under, the ôontract with respect 


to royalty on production and liens to secure same; ' 	
' 


4. Represents and, undertakes that there is no claim, lien, or encumbrance upon the 


undersigned's right, title, claim, or interest inor against the land other than the fqllowing: 


(If "none" insert the word "none." Do not leave lines blank.) 


NONE 


NONE 


NONE 
1/ Mining or production from the land is not required, nd in the 'absence of production there is no 


obligation to' pay royalty to the Government. 


2/ Either (a) insert the legal description of . the land; or (b) strike out the words "as follows" 


and insert "in a lease. [or contract,'deed,or other document] dated ______ :' 	 -, 


and recorded in Book 	 -, Page	 .	 , official records of said county." If (b)


is used, the book and :page of recordationcannot be dispensed with, If the ' ' space provided is 


insufficient, isç an Annec, and refer to the Annex in the space',
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EXPLOKM'XON PROJECT C0NRAC? 
MATHEW3 ZNING CQMPAN 


0CU NO, aMEA24348 


KXMIIIP "A


th Work 


rhs epprozia*te locations of the work are shown on the 
sap entttied Pigure 3 El Cajon Ki'e, San Benito County, CaUfornia, 
attached hereto and au,. a pert hereof. 


The WOXk consists øf the following: 


1, Excavate three trenches having dmensi*ns averaging 
approximately 200 teat long by 15 feet deep by 23 feet wide, 
beginning at the points and extending in the directions given; 


No, I Pros epprox1mst,y 190' 8 63° E of sui'v.y 
station 0, S 24() W 


No • 2 . Yros *pproziastey 270' N 20 E of survey 
station G, N ?Q W 


No, 3 From approximately 150' N 65° i or survey 
station 0 8 k7° W 


The amount of excavation is expected to be approxiaste1y 
7500 cubic yards, 


2. Drill, b1at, and clesn bedrock to a depth of approxi 
mataly 3 feet over * distance of 150 feet in each trench. 


3, Sample all favorable sinrsLtzd zones In the trenches 
end analyze samples fox' sarcury, 


Th location, directior, noi1natIon, and extent of eU 
work, *nd the method of sampling, are subject to the approval 
of the Governeent,


°t 
jua1 çsj 


Category .) dpen1eTtconraota	 None 


Category (2) Personal Services -	
._L._.__._._____-._.__._,..,. J_-_...._. 


Subc*tegory (a) Suj 


I Supervisoz'.EngIne•r I $500,00'eo. 
I m*nth	 $ 500.00







I 


V.


• •$ub*ategor7 (b) 1ec1miGa1 Servics+ . 


1 i1oze Oper*to 20 
: $21 OO /via	 . ..	 $ 48O.,00 


8ubctt*ory (c)	 . 


2 flirers 2 days eaeh $20,.o0/dsy 	 _______ $1 .93O.O0 


Cetego (3) 


Exp3.ostveB (3 tenches $30400/trench) $1 050.00 


trili steel (3 tenchee $75,O0/t'enth) 


?uel and	 ub'ztcatnot1 for' coreaz 
25 4ay	 50/a	 .	 . . 62o 


te1 end	 ubricating oil .tør bu1idoze 
days	 $Idy	 .	 . ,45750 


Cetego'7 (24) QtinEq:flt5nt 
Subcategories (a) snd (b)'j 	 and 


Purchase	 .	 • 4one 


bc*tegQl7 (e) ?,reC1attQfl 	 . 


3. Compressor'	 ). month :	 $jØØ,QQ, 1 ,	 $ . 3.00.00 
(based on 'value of $6,000) 


I	 achasmer	 3. month	 $8.00 mo, 3,00 
(basedon value of $1480.00) 


I	 ttildozer	 I month 8 $X7.00'mo. 
for HD-7)


______	 283,00 
(based on value of $10,500 


ategory (5) InItiit RehabiUtatlon and Rtrs -	 r	 w*.-	 .L	 r	 I
None 


•	 Cateor7 (6) New	 jdin$!Ji 4 
_____ None 


cateor	 (7)	 . 


arofl t axea	 liability insurance	 • 280.50 


Analyaee 50 samples	 $3.00/sample 150.00


atntenanoe and Repair ot' bi4ldozer' 	 200.00 


Maintenance and epair ot compre ssoz and jaoth*r	 J09 L1:Q 


	


• 	 Etisste 1cta1 Cost ot P'ojeot	 ' 
Government participation at 75 percent 


	


•	 • 







Division copy 


(Revised June 1954) 	 Docket No. DMEA 


Commodity	 _________________


Contract No. Idm—ELQ69 ________  


UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


EXPLORATION PROJECT CONTRACT' 


20 MAR 1SS•T 
It is agreed this ----------------------------------day of --------------------------------------------------, 195, between the 


United States of America, acting through the Department of the Interior Defense Minerals Exploration 
Administration, hereinafter called the "Government," and 2	 M tTt14 
* p tersp a pieet aX' !1wsr IL Matthews vsret J M*ttnes, 


____________________________________________________ 


whose mailin--a 


hereinafter calied the "Operator," as follow 


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


The Operator shall not transfer or assign this contract or any right thereunder without the written 
consent of the Government. 


ARTICLE 2. Operator's property rights.—(a) The land which is the subject o this contract (here-
inafter called "the land") is in the State of , Countyof -----------
and is described in Annex I. 


(b) The Operator represents and undertakes that: 
(1) The Operator is the 4 Ø* AU2•X	 of 5	 A 


in the land, in possession and entitled to possession for all of the purposes of this contract, under 
and by virtue of , - recorded in Book -----------------, page --------------------
official records of said County; and ' 


(2) The Operator's right, title, or interest (whether as owner, lessee,or otherwise) is,subject 
"t onl to the following claims, liens, or encumbrances: 


(c) The Subordination Agreement of the holder of any claim, lien, or encumbrance listed above, 
and (if the Operator does not hold, the legal title) the Consent to Lien of any holder of the legal title 


If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 
Insert name, and if an organization, its nature (corporation and place of incorporation, partnership with names of 


partners, etc.). 
'State on a separate sheet marked "Annex I" the legal description or enough to identify the property, particularly 


excluding any areas from which the production is not to be subject to the Government's percentage royalty. 
Insert "owner," "lessee," "contract purchaser," "locator," etc. 


'Insert "the entire interest," "the mineral rights," "an undivided one-third," etc. 
'Insert "deed," "lease," "contract," "location notice," "patent," etc. 
'If not recorded, so indicate by inserting "un."
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of the land (lessor, seller, optionor, etc.) are attached, as follo\ys 	 and 


(J);The' Operator shall preserve and maintain his right, title, and interest in the land and his right 
to the pOssession thereof for the purposes of this contract, and shall devote the land and all existing 
improvements, facilities, buildings,' installations, and appurtenances to the purposes of this contract. 
Until the lapse of the time within which the Government may make a certification of discovery or 
development without any such certification having been made, and after any such certification has been 
made, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest 
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and 
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government's 
right to a percentage royalty on production and lien for the payment thereof. If the Government makes 
no certification of discovery or development within the time limited in Article 8, it shall thereafter 'have 
no claim against the land or any production therefrom except for any production referred to in Article 
8(b) (1). 


• ARTICLE 3. The exploration project.—The project is a search for indicated or undeveloped deposits 
of	 The work to be performed 
is described in Exhibit "A." The Operator on or befoie	 ---- /7------shall commence 
the work, and on or before ist Operator's obligation to prosecute 
the work is terminated—see Article 10) shall either have completed the work or shall have incurred 
allowable costs (see Article 6) in a sum not less than the estimated total allowable cost set forth in 
Exhibit "A." 


ARTICLE 4. Performance of the wo'rk.—(a) Operator's 'responsibility.—The work shall be per-
formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with 
good mining standards and State regulations for health and safety and for liability insurance covering 
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to 
bring it to completion within the ,time fixed. 


(b) Independent contracts.—To the extent that the allowable costs are estimated in Exhibit "A" 
with express reference to performance by independent contractors on a unit-price basis (such as per 
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed; 
but if the reference in Exhibit "A" to any such independent contract requires the Government's 
approval thereof, payments under such contract will not be allowable costs unless the Government gives 
its written approval of. the contract. Any such independent contract shall refer to some specific and 
identifiable part of the work, and shall 'be subject to all of the pertinent terms and conditions of this 
exploration contract; but the Government shall not be considered a party thereto, and its rights under 
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard -
less of the provisions of any such independent contract and regardless of the Government's approval 
thereof, the Government will participate in payments to the independent contractor only on account of 
work performed in accordance with the provisions of this exploration project contract,' and only to the 
extent that the Government deems the unit prices for the work under the independent contract to be 
reasonable. 


(c) Government may inspect.—The Operator shall consult with an'd inform the Government on all 
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the 
work under the contract, and also after a certification of discovery or development to inspect production 
operations and underground workings. The operator shall provide the Government with all reasonable 
means of access for such inspections. 


ARTICLE 5. Contribution by the Gonn,ient,—The estimated total allowable cost of the project, 
set forth in Exhibit "A," is the surnpf	 --
The Government sha11ontribute 1L percent of the allowable costs as they are incurred in a total sum 
not in excess of $1' --------------------------------------------------------------: Provided, That until the Operator has 
rendered to the Government his final report, and any final auditing required by the Government has been 
made, and a final settlement of the contract has been made, the Government may withhold from the last 
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voucher or vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the 
work or not in excess of the amount of the Government's contribution to the cost of property which is or 
may become subject to disposal as provided in Article 9(c), whichever is greater. The Government will 
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments 
by the Government are provisional only, subject to audit, until the account between the Operator and 
the Government is finally audited and settled. "Costs incurred" mean costs that have been paid or have 
become due and payable, or that in the opinion of the Government have becOme an obligation. The Gov-
ernment may make payments directly to independent contractors and suppliers for the account of the 
Operator rather than to the Operator 


ARTICLE 6. Estimated costs.— (a) Categories of costs.—The allowable costs of the work to which 
the Government shall contribute are limited to those that are direct, reasonable, necessary, and that are 
estimated in Exhibit "A" by categories as specified in this article. If any category. or subcategory is 
omitted from the estimate of costs, or if the word "none" is annexed to the listing thereof, costs under 
such category or subcategory are not allowable. Any excess over any estimate which is indicated as 
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any 
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the 
estimate of any category, subcategory, or item, either as to requirement or related cost, not indicated 
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To 
the extent that excesses over maximums other than the estimated total allowable cost of the work may 
be necessary for the performance of the work, the Operator shall incur such excesses for his own account 
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage 
of the estimated, total allowable cost of the work. 


To the extent specified in this article or in Exhibit "A" the following categories, subcategories, and 
elements thereof are maximums; but if not so specified either here or in Exhibit "A" they are not maxi


-mums, and may be exceeded within the limit of the. estimated total allowable cost of the work: 
CATEGORY (1)—INDEPENDENT CONTRACTS.—Work to be performed under independent contracts 


(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of 
work for performance under an independent contract are maximums. 


CATEGORY (2)—PERSONAL SERVICES. 
Subcate gory (a) —Supervision.—All elements of this subcategory . (number of supervisors, 


periods of employment, rates of pay, and total) are maximums. 
Subcategory (b) —Technical services.—All elements of this subcategory (number of technicians, 


periods of employment, rates of pay, and total) are maximums. 
Subcategory (c)—Labor. 


CATEGORY (3)—OPERATING MATERIALS AND SuPPLIEs.—Includes such items as drill bits and steel, 
explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track. 


CATEGORY (4)—OPERATING EQUIPMENT. 
Subcate gory (a)—Rental.—The number of each object to be rented [6 mine cars, 1 truck], the 


rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums. 
Subcategory (b) —Purchases.—The estimated total of this subcategory is a maximum. 
Subcategory (c)—Depreciation.—A1l elements of this subcategory (time periods, rate of depre-


ciation, and subcategory total) are maximums. 
CATEGORY (5)—INITIAL REHABILITATION AND REPAIRS.—Estimates under this category include all 


requirements and related costs, such as labor, materials and supplies, and supervision at a rate not higher 
than provided for in Category (2), and shall not be duplicated under any other category. The estimated 
total of this category is a maximum. 


Subcategory (a)—Initial rehabilitation and repairs of existing buildings, fixtures, and installa-
tio'ns (exclusive of mine workings) .—The estimated total of this subcategory is a maximum. 


Subcategory (b)—Initial rehabilitation and repairs of operating equipment.—The estimated 
total of this subcategory is a maximum.
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CATEGORY (6)—NEW BUILDINGS, FIXTURES, AND INSTALLATIONS (EXcLusIvE OF MINE WORKINGS).—
Estimates under this category include all requirements and related costs, such as labor, materials and 
supplies, and supervision at a rate not higher than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. 


CATEGORY (7)—MI5cELLANE0Us.—Repairs and maintenance (other than initial) of operating equip-
ment, analytical work, prints and other reproductions, accounting, Operator's share of payroll taxes, 
liability insurance covering employment, travel, communications, and any other items of requirement or 
cost that do not fall within any of the first 6 categories. 


THE ESTIMATED TOTAL ALLOWABLE COST of the work is a maximum. 
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government: 


(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning, 
or holding possession; 


(2) Indirect costs, such as general overhead, corporate management, interest, taxes (other than 
payroll and sales taxes), insurance (other than liability insurance covering employment), damages 
to persons, damages to property (other than necessary repairs or replacements of equipment or 
other property used in the work); 


(3) Previous work performed or costs incurred before the date of this contract; and 
(4) Deferred payments.—Any costs incurred by the Operator under any rental-purchase agree-


ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi-
sions of which payment of the full purchase price is deferred more than 90 days from th delivery 
of the goods; unless the purchase agreement is approved by the Government in writing. 


(c) Reductions in costs.—The Operator shall account for and give the Government credit for any 
incidental benefits, credits, or money received in the ordinary course of business in prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern-
ment contributes to costs; and such amounts shall be treated as a reduction in costs incurred so that 
they are available for use within the limit of the original estimated total cost. This provision does not 
apply to receipts from production which are subject to the Government's percentage royalty under the 
provisions of Article t 8. 


ARTICLE 7. Reports, accounts, audits.—(a) Operator's records.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may 
have an interest; and shall preserve those with respect to work performed for at least three years after 
final payment by the Government, and those with respect to production for at least three years after any 
obligation to pay royalties to the Government has terminated. The Government may inspect and audit 
said records and accounts at any time, either by itself or by a certified public accountant. If the Gov-
ernment elects to audit said records and accounts relating to the exploration work by certified public 
accountant, it may do so as a cost of the work to which the Operator shall contribute. The Comptroller 
General of the United States or his representative, until the expiration of said three-year periods, shall 
have access to and the right to examine any pertinent books, documents, papers, and records of the 
Operator. All of the Operators vouchers and records and accounts relating thereto and the Govern-
ment's payments thereof remain subject to adjustment until final audit by the Government. If work 
under this contract is carried on in conjunction with any other operations, or if labor, supervision, 
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are 
also used in connection with other operations, the costs shall be segregated and accounted for on a basis 
and by methods and accounts that are satisfactory to and approved by the Government. 


(b) Progress reports and vouchers.—The Operator shall provide the Government with five copies 
of monthly progress reports in three sections as follows: (1) Operator's Monthly Report and Voucher 
showing detailed costs incurred during the reporting period; (2) Operator's Unit Cost and Progress 
Report showing the various types of work performed during the reporting period and costs incurred for 
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on 
samples taken concurrently with advance in mineralized ground. (Forms for reporting under (1) and 
(2) above will be provided by the Government.)
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• (c) Final report.—Upon completion of the work or termination of the Government's obligation to 
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in 
addition to the final progress report and voucher). This final report shall include a geological and engi-


• neering evaluation of the results of the work performed under the contract with an estimate of the ore 
reserves resulting from such work, complete assay data, adequate geological and engineering maps or 
sketches, and a summary of the work performed and related costs incurred. 


(d) Report of sales.—The Operator shall provide the Government with suitable accounting and 
documentary evidence covering all production to which the Government's percentage royalty relates, such 
as copies of smelter or concentrator settlement sheets, and certified accounts of production and sale or 
other disposition of production. 


(e) Compliance with requirements.—If in the opinion of the Government any of the Operator's 
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the 
Government may procure the making or completion of such with suitable attachments as an expense of 
the work to which the Operator shall contribute. The Government may withhold approval and payment 
of any vouchers relating to. insufficient or incomplete reports, records, or accounts. 


ARTICLE 8. Repayment by Operator.—(a) Certification.—If the Government considers that a 
discovery or development from which production may be made has resulted from the work, the Govern-
ment, at any time not later than six months after a sufficient final report and final account (see Article 
7) has been rendered, may so certify in writing to the Operator. Such certification shall describe broadly 
or indicate the nature of the discovery or development. 


(b) Royalty on production.—The Operator, as principal if the Operator is the producer, or as surety 
if the Operator is not the producer, shall pay to the Government a royalty on all minerals mined or 
produced from the land, as follows: (1) regardless of any certification of discovery or development, 
from the date of the contract until.the lapse of the time within which the Government may make such 
certification, or until the total net amount contributed by the Government without interest is fully repaid, 
whichever occurs first; or (2) if the Government makes a certification of discovery or development, 
within a period of ten years from the date of the contract, or until the total net amount contributed by 
the Government without interest is fully repaid, whichever occurs first. 


(c) Basis for .computation.—The Government's royalty shall be a percentage of the gross proceeds 
(including any bonuses, premiums, allowances, or other benefits) from the production sold, in the form 
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the f. o. b. point) ; except, that 
charges of the buyer arising in the regular course of business, and shown as deductions on the buyer's 
settlement sheets, on account of the cost of treatment processes performed by the buyer, sampling and 
assaying to determine the value of the production sold, and freight paid by the buyer to a carrier (not 
the Operator), shall be allowed as deductions in arriving at the "gross proceeds" as that term is used 
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid 
by the Operator or by anyone other than the buyer, are.not deductible in arriving at the "gross proceeds" 
as that term is here used. The term "treatment processes," as here used, means those processes (suëh as 
milling, concentrating, smelting; refining, or equivalent) applied to the crude ore or other production after 
it is extracted from the ground, to put it into a commercially marketable form; excluding fabricating or 
manufacturing. 


(d) Unsold production.—If any production (ore, concentrates, metal, or equivalent), after the lapse 
of six months from the date the ore was extracted from the ground, remains neither sold nor used by 
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled), 
the Government, at its option, as long as it so remains, may require the computation and payment of. 
its royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in 
when the Government elects to require computation and payment. If any production is used by the 
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government's royalty on such production shall be computed on the value therof in the form in 
which and at the time when it is so used. "Value" as here used means what is or would be gross income 
from mining operations for percentage depletion purposes in Federal income tax determination, or the 
market value, whichever is greater. 	 . 


(e) Percentages of royalty.—The percentages of the Government's royalty shall be as follows: 
One and one-half (1½) percent of amounts ("gross proceeds" or "value") not in excess of eight 


dollars ($8.00) per ton of production in the form in which sold, held, or used, plus one-half (1/2) 
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percent for each additional full fifty cents ($0.50) by which such amounts exceed eight dollars ($8.00) 
per ton, but not in excess of five (5) percent of such amounts. 


(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (1½) percent; on an amount of ten dollars. ($10.00) per ton, three and one-half ( 3½) percent.). 


(f) Time for computation and payment.—The Government's royalty shall be computed and paid 
currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided 
in this article. 


(g) Lien for payment.—To secure the payment of its percentage royalty, there is hereby granted to 
the Government a lien upon the land or the Operator's interest in the land and upon any production of 
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid. 


(h) Notice to purchasers.—The Operator shall give notice of the Government's claim for royalty 
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty 
directly to the Government and to furnish the Government with copies of the settlement sheets. If the 
records of any production and sales or other disposition of production, whether the production is by the 
Operator or by others, are not made available to the Government, the amount of the royalty may be 
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his 
estimate thereof shall be final and binding upon the Operator. 


(i) No obligation to produce.—Nothing in this contract is to be construed as imposing any obligation 
on the Operator or the Operator's successor in interest to engage in any production operations. 


(j) Government not obligated to buy.—Nothing in this contract shall be construed as imposing any 
obligation on the Government to purchase any minerals mined or produced from the land. 


ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—Al1 costs under this 
contract shall be incurred by the Operator in the Operator's own name and for the Operator's own 
account; but any property acquired to the cost of which the Government contributes shall belong to the 
Operator and the Government jointly in proportion to their respective contributions, although title thereto 
shall be taken in the name of the Operator. 


(b) Preservation of property.—Until the final disposal of any property in which the Government 
has an interest the Operator shall preserve and protect same for the best interest of the Government, any 
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government's obligation to contribute, or when such property 
is not in use for or needed for the work, the Operator shall neither use it without the written consent of 
the Government nor without paying a reasonable. rental to be fixed by the Government for its interest. 


(c) Disposal of property.—Upon the complétioñ of the work or termination of the Government's 
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator 
shall promptly dispose of salable or salvageable property in which the Government has an interest for 
the joint account of the Government and the Operator, either by return to the vendor, by sale to others, 
or purchase by the Operator or the Government at a price at least as high as could be obtained from 
others, unless the Government in writing waives its interest in any such property. Without advance 
approval of the sales price by the Government the Operator shall not sell at any price any item of property 
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any 
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any 
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself 
cares to give. Property remaining upon any termination of the work shall be considered in groups or 
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining 
unexpended portion of any such group or category is less than $50, the Government waives its interest 
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it 
from the land, the cost thereof to be treated as a cost of the project. 


(d) Default of the Operator re disposal.—If within 90 days after the completion of the work or ter-
mination of the Government's obligation to contribute to costs, or after the property is no longer needed 
for the work, or after such further time as the Government may in writing allow, the Operator has failed 
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the 
Government, at any time prior to final settlement under the contract, may pursue one of the following 
two courses: (1) the Government, by written notice to' the Operator, may place upon such property what 
in it opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per month from the 
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date such property was purchased under this contract to the termination of said 90-day period; and such 
property shall thereupon be considered and accounted for as having been purchased by the Operator at 
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such 
property wherever it may be found, and remove and dispose of it for the joint account of the, parties. 


ARTICLE 10. Termination of the Government's obligations.—(a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate the probability of 
making a worthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and thereupon: (1) the Government 
shall be free of all obligation to contribute to costs not then incurred other than such as may be allowable 
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting; 
and (2) the Operator shall be free of all obligation to prosecute the work other than such as may be 
necessary and incidental to winding, up, reporting, and accounting. 


(b) If in the opinion of the 'Government the Operator is in any manner in default under the terms 
of the contract, the Government may give the Operator written notice of such default with a specification 
of reasonable time within which the default must be cured; and if the Operator fails to cure such default 
as required, thereupon: (1) the Government shall be relieved of all obligation to contribute to costs not 
incurred when the notice was given, other than such as may be allowable by the provisions of the contract 
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free 
of all obligation to prosecute the work other than such as may be necessary and incidental to winding up, 
reporting, and accounting. The remedy provided for the Government in this paragraph "(b)" is in addi-
tion to any other remedy provided in this contract, and in addition to any other remedy the law may 
provide for breach of contract. 


(c) The giving of any notice by the Government under the provisions of this Article 10 shall not 
affect the Government's rights as provided for in the contract with respect to a percentage royalty, and 
such rights shall be fully preserved 


ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be 
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing. 


ARTICLE 12. Officials not to beneflt.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom; 
but this provision shall not be construed to extend to this contract if made with a corporation for its 
general benefit. 


ARTICLE 13. Changes and added provisions.-
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Executed in sextuplicate the day and year first above written. 


THE UNITED STATES OF AMERICA 


By


Exploration *itstratior 


By
•	 Pz'ter 


•	
Pertncr 


I---------------------------------------------------------------------------------------------------------------------------------, certify that I am the 
---------------------------------------------------------------------secretary of the corporation named as Operator herein; 


that ---------------------------------------------------------------------------------------------------who signed this contract on behalf of the 
Operator, was then ------------------------------------------------------------------------------of said corporation; that said contract 
was duly signed for and in behalf of said corporation by authority of its governing body, and is within 
the scope of its corporate powers,


[CORPORATE] 
L SEAL I 


U. S. GOVERNMENT PRINTING OFFICE	 16-70617-1
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EXI,0RkTION PROJECT CONTRACT 
MAT!H1S MXNXNG CONPANY 


DOCKET NO.	 NEA.Lt348 


The property referred to in Article 2 of th* contract 
form conSiStS of 20 wipatented lode claims located in Sections 3, 


5, 8, 9	 and 10 of T 16 8; R 1.0 X MDBM, San	 entto County Ce 1ttor 
nia,	 The Operator Is the owner of 16 of these claims and ieasee of 
Ih as indicated below,	 The location notices for these claims are 
recordad In the Reeorders Office at Hol3ister	 San Benito, County, 
California, at the Book and Page Numbers indicated. 


West C1.ough #1	 0 220	 ' 209 
West Clough #2 220 205 
West Clough #3X/	 :.	


0, 220	 " 211 
West dough #k. 21k 591 
East dough #1	 / 220 207 
East dough #2	 / '.	 220 193 
East Clough #3 220 215 
East Clough #14 220 191 
East dough #5 220 203 
East dough	 6 220 195 
East Clough	 7 220 213 
East dough #8 220 201 
North Canlon 220 199 
Wild Goat 222 109 
Juniper Flat	 .	 00


0 	 220 0 	 197.. 
Rattler No. I	 0 	


0 	


0


0 	 21k 501	
0 


Rattler Ito. 2 214 
Rocky Peak	 0 	


0 	


' 2114	 0


593	
0 


Rattler No	 3 214 405 
Rattler No., 4	 0 222 0 	 .107


/ East dough Nos. i and 2 are held under lease dated 1/2/57k from 
E. A. and Sarah C. Matthews, recorded in Vol. 229, Pages 528.532. 


X/ East C3ough No, k and West Clough ' No. 3 are bald under iease dated 
5/19/56 from Aelred and Grace Matthews, and Ray *nd Evelyn 
Winterhalder recorded in Vol, 229.,' Pages 52k5*7 .,	 ' 0 







(Cçthbines and supercedes MF-2clnd MF# \ 
' June 1956	 .	 ° \ Operato,r.__ 


.	 Docket 'NO'. DMEA . 


Contract No. 'Idm-E_________________ 


ENTTO 


	


SUBORDIN	 REEMENT / 


To the United States of America 


Referring to that certaifi land in the County of 	 San Benito State of 


jn : leaSes .	 "• '• 
Calirornia'	 ,	 follows:	 .. 


ásedated;May 19, 1956 and recorded in Vol. .229, Page 52L1. to 527 


'inclusive, Official Recrds of San Benito County, and lease dated 


January 2, 1957, recorded in Vol. ?29, .Page.528.'to 532 inclusive, 


Official Records of San Benito County, 


which is the subject of a proposed exploration project contract, hereinafter called the "contract," 


W'ith T the .United States of America, hereinafter called the "Government;" in consideration of the 


contract and as an inducement to the Government to enter 'int'o it, the undersigned hereby--


1. Undéi'takes•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 pro-


vided in the contract; and the Government's interest and equity iniuch property shall be prior 


and superior to any adverse righor claim of the undersigned; 
................................................................... 


2. Grants to the Government a lien 'upon all of the . undersigned's right, title, and 


interest in the land and upon any production of minerals therefrom to secure the payment to the 


Government of , a percentage royalty on production as may be provided for by the Contract; 


3. Subordinates the undersigned's right, title, claim, br Interest in or against the 


land and. in any pr'Odictioii. therefrom to the rights of theGo'vexnmént 'under the contract with respeQt 


to royalty on production and liens to secure same ... ...............	 ,..	 .'.	 S 


4. Represents 'and undertakes that there is ,no"clith, li'e'n,. or5.éncumbrance upon the 


undersigned's right title claim or interest in or against the land other than the following 


(If "none" insert the word "none " Do not leave lines blank 


:NONE 
S	


.;:.	 NONE 


NONE 


1/ Mining or production from the lánd"lâ not required, and in the absence of production there is no 
obligation to pay royalty to the Government. 


2/ Either (a.) irsert the. legal description of the land'," or (b) strike out the words "as follows" 


and insert "ma' lease .[or'con .trac :t, 'deed,'or othèr'document] dated ______	 ___________ 


and recorded in Book	 '"''	 '"Page ' ''''" offlcial'records of said county." If (b) 


is used; the book 'and page' of teoOrdati'on"can'not'be dispensed with. If the . 'space provided is 


insuicn	 ise an Annx nd refer to tho Anne in the space







5. Undertakes and agrees (a) neither to commit any aät 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 


undersigned's right, title, claim, or interest in or against the land, or any production therefrom 


furnishing the Government with two copies of such notiôe; and 


6. Consents to all amendments (includIng anagreement of termination) and assignments of 


the contract without notice thereof, and undertakes and agrees that this Agreement shall extend and 


apply thereto.


7. Added provision:
	 none	 L -.	


(State "None" or "See Annex No._") 


Februai'y.	 , l95_. 
5 243lSouthside Road 


[Seall Hollister, California - [Address] 


5)431 Southside Road 
[Seal] Jj111str, r,1imrni [AddressJ 


973 Terra Bella 
[Seal]	 Jose, California [Addressj 


973 Terra Bella 
[Seal] San Jose, California [Address] 


.320 KT Road 
[Seal] Hollis•ter, California - [Address] 


320 KT Road 


J eail Hollister, California [Address]


I,	 .	 .	 certify that I am the - 


(Secretary, etc.) of. the corporation named herein; that _________________ 
___________________ who signed this agreement was then	 .	 (President 


or Vice-President, etc.) of said corporation; that said agreement was duly signed for and in behalf 


of said corporation by authority of its governing body, and was within the scope of its corporate 


powers.	 .	 .	 -	 - 


. [Corporateseall . :	 :--


STATE: OFCA.LIORN:I	 .., ';;	 :y:.	 -:::: ' :; : y	 (:.; Y 
$5. 


COtJNTY.OF .SA:N::BENT0 ;V	 :.	
,.T:	


. :	 -. - 


On th1s::, .20th: day of February:,:: ::l95:7:: :befOe -me.,... .JOHN T. LEWIS, a NOtary 
Public in and for-the County fI-SaBenito, personally appeared 
E.A. MATTHEWS and SARAH C. MATTHEWS, his wife, C. RAY.SWIN-TERHALDER and 
EVELYN T. WINTERHALDER, his wife, and AELRED M. MATTHE1S thd GRACE A. 
MATTHEWS, his wife, known to me to be the persons whose names are 
subscribed to the within Instrument, and they executed the same. 


IN WITNESS WHEREOF, I have heretthCe.t my hand and affixed 	 0ficial 
Seal the day and year in thi.& C.ë±tif të first above writ n. 


/


tary ublic in an for the County o 
-.	 anBenito, State of California 


My :comrnlsslon expires June 5, 1960 


INT.-DUPSEC., WASH., D.C. 	 . .
	 \.	
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ExPLoArxoN PEOCT 'CONTRAG? 
MA?TffEWS MINXNG COMPAN! 


POCKR NO. MEA4348 


EXLIBfl t$ 


The spproximate locations of the work are thow on the 
map entitled *Figurle 3 El Cajon Mine, $an Banito Cotzntl, Ca1ttornta,t 
sttsched hereto and made a part hereof. 


•	 The wóDk consiSts of the fofloing: 
•	 •1. Exe tt.three trenches aY1ng dimensions averaging 


spprxinately 200 t..t long by 15 feet deep by 23 feet wide, 
• beginnIng at the' points and extending in tha directions given; 


•	 No. I Prol approximate 190' 8 63° E of survey 
•	 st*tio G, S 40 W 


No. 2 Prom approximately 270' N 20° E of survey 
station O..N 720W 


No, 3 Prom approximately I5O N 65° E ot survey 
station G 8 7° W 


•	 The amount of excavation is ezpected to be approximately 
7500 cubic yards. 


2. 1ril1 blast, and 1ean bedrock to a depth of approxi-
• aately 3 feet over a' distance of 150 feet in each. trench, 


•	 3.. ample'a1.l favorableiainex'aUzed zones irt the trenches 
•	 and analyze samples for mercury. 


'The locat:on,. dIrecti.on inclination, and extent' of all 
work, and the method of sampling, are subject to the approval 
of the Government. 


•	 •	 t1m!d COB Proje 


Actual Cots 


category (1) Ind!pContrac!	 • None 


Category (2) PareonalServtc ,	 • 


Subcstegory (a)	 er1 


I Supervisor-Enginaer€ $O0.0O,/mo. •	 •	 ' 
•	 I month	 • •	 ' $ 500400







$ubcategoi7 (b) T.Chtiicavic 


•	 i. Bulldozer' 0perator 	 20 -da$s 
! $2k, Oofdai $	 k80, 00 


Subc*tegori (c) 


2 Miners, 25 days each	 $2o.00/da $1 ,98O.00 


Category (-) Qp.ratin	 Materials and -Supplies •• 


ExplosiVes (3 trenches * $350.00/trench) $lQ5O,0O 


Drill steel (3 tren-ces	 $75. 00/trench) 225,00 


?uel and lubricating oil tor comp-ressr, 
25 days	 $2 .0/day	 - 62.50 


Fuel and l*bricating oil tor bulldozer, 
20 d*z * $&OOJday $l,k575O 


category (4)paiPae 


Subcategories (a) and ' (b).-e	 and 
Purchase	 - - None 


Suboategory (0)	 preeiatior, 


I Compressor', 1. aonth * $100.00/mo. $	 100.00 
'(based on value of. $6,000 


I Jac	 aüsmr. I month	 B.00/mo,	 ' 8,00 
-	 (based on value of	 '48O.00)	 - 
I Bulldozer, 1	 nth	 $175,G0 /mo.


-
I70O $	 23.00 


(based on value of $10,500 for .HD-7) 
Category (5) initial	 *hsbilitation and Rqairs 	 None 


1._'L'	 J'-t	 '	 L,-P	 _-*-*.#.,; 


category'(6)	 ew Bui1dir	 xnree,a	 - -	 • 
_________ None 


Category (7) Mt o	 -	 - - 


-, Payroll Taxes,. liability ftxsurance 	 - 28O..0 - " 


-	 Analyses 	 0 sample5	 $3.00/sample- •-	 150.00 -	 ,--


Maintenance and RepaIr' oD'bulldozer	 -• - , 200.00 


- -	 - Maintenance and	 epal'D o	 compressor and	 - 
Jackhsmer'


Esttmated !otal Cost o	 ?roect 
Government participation at 75 percent


_______ 


2-	 - .•







-	 Operator's copy 


(Revised June 1954)	 Docket No. DMEA-----13J48


 Commodity 


Contract No. 1dm–I 069 ------------


UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADM IN ISTRATION 


EXPLORATION PROJECT CONTRACT1 


20 MAR 1957 It is agreed this -----------------------------day of --------------------------------------------------, 195, between the 
United States of America, acting through the Department of the Interior, Defense Minerals Exploration 
Administration, hereinafter called the "Government," and 2 Matthews $intng. Conipnnr, 
a parthershtp oolnprl5ed ot Edward Matthews, verett J. MatthewL 
Edward S. Matthews and James 1). Matthews 


whose mailing address is ' 	 ----------------------------------





hereinafler called the "Operator," as follow----


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


The Operator shall not transfer or assign this contract or any right thereunder without the written 
consent of the Government. 


ARTICLE 2. Operator's property rights.—(a) The land which is the subject ofthis contract (here-
inafter called "the land") is in the State of ea1ffOxfl1a----------, County of .SanBen1t.o-----------
and is described in Annex I. 


(b) The Operator represents and undertakes that: 
•	 (1) The Operator is the 4 See rmexi. -------------------------of 	 .SeeArinexI _____________________
in the land, in possession and entitled to possession for all of the purposes of this contract, under 
and by virtue of	 ..3ee.Arnex.1---------, -- recorded in Book -----------------, page --------------------





official records of said County; and 
(2) The Operator's right, title, or interest (whether as owner, lessee, or otherwise) is subject 


only to the following claims, liens, or encumbrances: Intereta--of-ieasOr3---jn---4----





_____________________________________________________________________________________________________________________________________________________________ 


(c) The Subordination Agreement of the holder of any claim, lien, or encumbrance listed above, 
and (if the Operator does not hold the legal title) the Consent to Lien of any holder of the legal title 


If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 
2 Insert name, and if an organization, its nature (corporation and place of incorporation, partnership with names of 


partners, etc.). 
'State on a separate sheet marked "Annex I" the legal description or enough to identify the property, particularly 


excluding any areas from which the production is not to be subject to the Government's percentage royalty. 
Insert "owner," "lessee," "contract purchaser," "locator," etc. 
Insert "the entire interest," "the mineral rights," "an undivided one-third," etc. 
Insert "deed," "lease," "contract," "location notice," "patent," etc. 


'If not recorded, so indicate by inserting "un."
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of the land (lessor, seller, optionor, etc. ) are ttaëhed as follows	 COnS nt to Lien and 
Subordination Agreement or lessors ôi 4 claims 


(dj rhe Operator shall preserve and maintain his right, title, and interest in the land and his right 
to the poàsession thereof for the purposes of this contract, and shall devote the land and all existing 
improvements, facilities, buildiugs, installations, and appurtenances to the purposes of this contract. 
Until the lapse of the time within which the Government may make a certification of discovery or 
development without any such certification having been made, and after any such certification has been 
made, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest 
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and 
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government's 
right to a percentage royalty on production and lien for the payment thereof. If the Government makes 
no certification of discovery or development within the time limited in Article 8, it Shall thereafter have 
no claim against the land or any production therefrom except for any production referred to in Article 
8(b)(1).. 


41 TICLE 3. The exploration pro ject.—The project is a search for indicated or undeveloped deposits 
of ---------------------------------------------------------------------------------------------The work to be performed 
is described in Exhibit "A." The Oerator on .or be1o 0	 shall commence 
the work, and on or before 3	 I rom date	 "(unless e Operator's obligation to prosecute 
the work is terminated—see Article 10) shall either have completed the work or shall have incurred 
allowable costs (see Article 6) in a sum not less than the estimated total allowable cost set forth in 
Exhibit "A." 


ARTICLE 4. Performance of the work.—(a) Operator's respoiwibility.—The work shall be per-
formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with 
good mining standards and State regulations for health and safety and for liability insurance covering 
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to 
bring it to completion within the time fixed. 


(b) Independent contracts.—To the extent that the allowable costs are estimated in Exhibit "A" 
with express reference to performance by independent contractors on a unit-price basis (such as per 
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed; 
but if the reference in Exhibit "A" to any such independent contract requires the Government's 
approval thereof, payments under such contract will not be allowable costs unless the Government gives 
its written approval of the contract. Any such independent contract shall refer to some specific and 
identifiable part of the work, and shall be subject to all of the pertinent terms and conditions of this 
exploration contract; but the Government shall not be considered a party thereto, and its rights under 
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard-
less of the provisions of any such independent contract and regardless of the Government's approval 
thereof, the Government will participate in payments to .the independent contractor only on account of 
work performed in accordance with the provisions of this exploration project contract, and only to the 
extent that the Government deems the unit prices for the work under the .independent contract to be 
reasonable. 


(c) Government may inspect.—The Operator shall consult with and inform the Government on all 
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the 
work under the contract, and also after a certification of discovery or development to inspect production 
operations and underground workings. The operator shall provide the Government with all reasonable 
means of access for such inspections. 


ARTICLE 5. Contribution by the Govçrnjient.—The estimated total allowable cost of the project, 
set forth in Exhibit "A," is the sum of 14'4tb,00 
The Government shall contribute 15 percent of the allowable costs as they are incurred in a total sum 
not in excess of 337,00--------------------------------------: Provided, That until the Operator has 
rendered to the Government his final report, and any final auditing required by the Government has been 
made, and a final settlement of the contract has been made, the Government may withhold from the last 


16-70817-1







voucher or vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the 
work or not in excess of the amount of the Government's contribution to the cost of property which is or 
may become subject to disposal as provided in Article 9(c), whichever is greater. The Government will 
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments 
by the Government are provisional only, subject to audit, until the account between the Operator and 
the Government is finally audited and settled. "Costs incurred" mean costs that have been paid or have 
become due and payable, or that in the opinion of the Government have become an obligation. The Gov-
ernment may make payments directly to independent contractors and suppliers for the account of the 
Operator rather than to the Operator. 


ARTICLE 6. Estimated costs.—(a) Categories of costs.—The allowable costs of the work to which 
the Government shall contribute are limited to those that are direct, reasonable, necessary, and that are 
estimated in Exhibit "A" by categories as specified in this article. If any category or subcategory is 
omitted from the estimate of costs, or if the word "none" is annexed to the listing thereof, costs under 
such category or subcategory are not allowable. Any excess over any estimate which is indicated as 
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any 
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the 
estimate of any category, subcategory, or item, either as to requirement or related cost, not indicated 
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To 
the extent that excesses over maximums other than the estimated total allowable cost of the work may 
be necessary for the performance of the work, the Operator shall incur such excesses for his own account 
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage 
of the estimated, total allowable cost of the work. 


To the extent specified in this article or in Exhibit "A" the following categories, subcategories, and 
elements thereof are maximums; but if not so specified either here or in Exhibit "A" they are not maxi-
mums, and may be exceeded within the limit of the estimated total allowable cost of the work: 


CATEGORY (1) —INDEPENDENT C0NTRACTS.—Work to be performed under independent contracts 
(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of 
work for performance under an independent contract are maximums. 


CATEGORY (2)—PERSONAL SERVICES. 
Subcategory (a) —Supervision.—All elements of this subcategory .(ntunber of supervisors, 


periods of employment, rates of pay, and total) are maximums. 
Subcategory (b)—Technical services.—Al1 elements of this subcategory (number of technicians, 


periods of employment, rates of pay, and total) are maximums. 
Subcategory (c)—Labor. 


CATEGORY (3)—OPERATING MATERIALS AND SUPPLIES.—Includes such items as drill bits and steel, 
explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track. 


CATEGORY (4)—OPERATING EQUIPMENT. 
Subcate gory (a) —Rental.—The number of each object to be rented [6 mine cars, 1 truck], the 


rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums. 
Subcate gory (b)—Purchases.—The estimated total of this subcategory is a maximum. 
Subcategory (c)—Depreciation.—All elements of this subcategory (time periods, rate of depre-


ciation, and subcategory total) are maximums. 
CATEGORY (5)—INITIAL REHABILITATION AND REPAIRS.—Estimates under this category include all 


requirements and related costs, such as labor, materials and supplies, and supervision at a rate not higher 
than provided for in Category (2), and shall not be duplicated under any other category. The estimated 
total of this category is a maximum. 


Subcategory (a)—Initial rehabilitation and repairs of existing buildings, fixtures, and installa-
• tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum. 


Subeategory (b)—Initial rehabilitation and repairs of operating equipment.—The estimated 
total of this subcategory is a maximum.
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CATEGORY (6)—NEW BUILDINGS, FIXTURES, AND INSTALLATIONS (ExcLusIvE OF MINE WORKINGS).—
Estimates under this category include all requirements and related costs, such as labor, materials and• 
supplies, and supervision at a rate not higher than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. 


CATEGORY (7) —MISCELLANEOUS.—Repairs and maintenance (other than initial) of operating equip-
ment, analytical work, prints and other reproductions, aëcounting, Operator's share of payroll taxes, 
liability insurance covering employment, travel, communications, and any other items of requirement or 
cost that do not fall within any of the first 6 categories. 


THE ESTIMATED TOTAL ALLOWABLE COST of the work is a maximum. 
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government: 


(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning, 
or holding possession; 


(2) Indirect costs, such as general overhead, corporate management, interest, taxes (other than 
payroll and sales taxes), insurance (other than liability . insurance covering employment), damages 
to persons, damages to property (other than necessary repairs or replacements of equipment or 
other property used in the work) 


(3) Previous work performed or costs incurred before the date of this contract; and 
(4) Deferred payments.—Any costs incurred by the Operator under any rental-purchase agree-


ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi-
sions of which payment of the full purchase price is deferred more than 90 days from the delivery 
of the goods; unless the purchase agreement is approved by the Government in writing. 


(c) Reductions in costs.—The Operator shall account for and give the Government credit for any 
incidental benefits, credits, or money received in the ordinary course ofbusinessin prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern-
ment contributes to costs; and such amounts shall be treated as a reduction in costs incurred so that 
they are available for use within the limit of the original estimated total cost. This provision does not 
apply to receipts from production which are subject to the Government's percentage royalty under the 
provisions of Article 8. 


ARTICLE 7. Reports, accounts, audits.—(a) Operator's records.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may 
have an interest; and shall preserve those with respect to work performed for at least three years after 
final payment by the Government, and those with respect to production for at least three years after any 
obligation to pay royalties to the Government has terminated. The Government may inspect and audit 
said records and accounts at any time, either by itself or by a certified public accountant. If the Gov-
ernment elects to audit said records and accounts relating to the exploration work by certified public 
accountant, it may do so as a cost of the work to which the Operator shall contribute. The Comptroller 
General of the United States or his representative, until the expiration of said three-year periods, shall 
have access to and the right to examine any pertinent books, documents, papers, and records of the 
Operator. All of the Operators vouchers and records and accounts relating thereto and the Govern -
ment's payments thereof remain subject to adjustment until final audit by the Government. If work 
under this contract is carried on in conjunction with any other operations, or if labor, supervision, 
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are 
also used inconnection with other operations, the costs shall be segregated and accounted for on a basis 
and by, methods and accounts that are satisfactory to and approved by the Government. 


(b) Progress reports and vouchers.—The Operathr shall provide the Government with five copies 
of monthly progress reports in three sections as follows: (1) Operator's Monthly Report and Voucher 
showing detailed costs incurred during the reporting period; (2) Operator's Unit Cost and Progress 
Report showing the various types of work performed during the reporting period and costs incurred for 
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on 
samples taken concurrently with advance in mineralized ground. (Forms for reporting under (1) and 
(2) above will be provided by the Government.)	 . .	 .
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(c) Final report.—Upon completion of the work or • termination of the Government's obligation to 
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in 
addition to the final progress report and voucher). This final report shall include a geological and engi-
neering evaluation of the results of the work performed under the contract with an estimate of the ore 
reserves resulting from such work, complete assay data, adequate geological and engineering maps or 
sketches, and a summary of the work performed and related costs incurred. 


(d) Report of sales.—The Operator shall provide the Government with suitable accounting and 
documentary evidence covering all production to which the Government's percentage royalty relates, such 
as copies of smelter or concentrator settlement sheets, and certified accounts of production and sale or 
other disposition of production. 


(e) Compliance with requirements.—If in the opinioI of the Government any of the Operator's 
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the 
Government may procure the making or completion of such with suitable attachments as an expense of 
the work to which the Operator shall contribute. The Government may withhold approval and payment 
of any vouchers relating to insufficient or incomplete reports, records, or accounts. 


ARTICLE 8. Repayment by Operator.—(a) Certification.—If the Government considers that a 
discovery or development from which production may be made has resulted from the work, the Govern-
ment, at any time not later than , six months after a sufficient final report and final account (see Article 
7) has been rendered, may so certify in writing to the Operator. Such certification shall describe broadly 
or indicate the nature of the discovery or development. 


(b) Royalty on production.—The Operator, as principal if the Operator is the' producer, or as surety 
if the Operator is not the producer, shall pay to the Government a royalty on all minerals mined or 
produced from the land, as follows: (1) regardless of any certification of discovery or development, 
from the date of the contract until the lapse of the time within which the Government may make such 
certification, or until the total net amount contributed by the Government without interest is fully repaid, 
whichever occurs first; or (2) if the Government makes a certification of discovery or development, 
within a period of ten years from the date of the contract, or until the total net amount contributed by 
the Government without interest is fully repaid, whichever occurs first. 


(c) Basis for computation.—The Government's royalty shall be a percentage of the gross proceeds 
(including any bonuses, premiums, allowances, or other benefits) from the production sold, in the form 
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the f. o. b. point) ; except, that 
charges of the buyer arising in the regular course of business, and shown as deductions on the buyer's 
settlement sheets, on account of the cost' of treatment processes performed by the buyer, sampling and 
assaying to determine the value of the production sold, and freight paid by the buyer to a carrier (not 
the Operator), shall be allowed as deductions in arriving at the "gross proceeds" as that term is used 
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid 
by the Operator or by anyone other than the buyer, are not deductible in arriving at the "gross proceeds" 
as that term is here used. The term "treatment processes," as here used, means those processes (such as 
milling, concentrating, smelting, refining, or equivalent) applied to the crude ore or other production after 
it is extracted from the ground, to put it into a commercially marketable form; excluding fabricating or 
manufacturing.	 ' 


(d) Unsold production.—If any production (ore, concentrates, metal, or equivalent), after the lapse 
of six months from the date the ore was extracted from the ground, remains neither sold nor used by 
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled), 
the Government, at its option, as long as it so remains, may require the computation and payment of 
its royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in 
when the Government elects to require computation and payment. If any production is used by the 
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government's royalty on such production shall be computed on the value therof in the form in 
which and at the time when it is so used. "Value" as here used means what is or would be gross income 
from mining operations for percentage depletion purposes in Federal income tax determination, or the 
market value, whichever is greater. 


(e) Percentages of royalty.—The percentages of the Government's royalty shall be as follows: 
One and one-half (1½) percent of amounts ("gross proceeds" or "value") not in excess of eight 


dollars ($8.00) per ton of production in the form iu which Qld held, o used, plus pne-half (½)







percent for each additional full fifty cents ($0.50) by which such amounts exceed eight dollars ($8.00) 
per ton, but not in excess of five (5) percent of such amounts. 


(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (1½) percent; on an amount of ten dollars ($10.00) per ton, three and one-half ( 3½) percent.) 


(f) Time for computation and payment.—The Government's royalty shall be computed and paid 
currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided 
in this article. 


(g) Lien for payment.—.To secure the payment of its percentage royalty, there is hereby granted to 
the Government a lien upon the land or the Operator's interest in the land and upon any production of 
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid. 


(h) Notice to purchasers.—The Operator shall give notice of the Government's claim for royalty 
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty 
directly to the Government and to furnish the Government with copies of the settlement sheets. If the 
records of any production and sales or other disposition of production, whether the production is by the 
Operator or by others, are not made available to the• Government, the amount of the royalty may be 
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his 
estimate thereof shall be final and binding upon the Operator. 


(i) No obligation to procluce.—Nothing in this contract is to be construed as imposing any obligation 
on the Operator or the Operator's successor in interest to engage in any production operations. 


(j) Government not obligated to buy.—Nothing in this contract shall be construed as imposing any 
obligation on the Government to purchase any minerals mined or produced from the land. 


ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—A11 costs under this 
contract shall be incurred by the Operator in the Operator's own name and for the Operator's own 
account; but any property acquired to the cost of which the Government contributes shall belong to the 
Operator and the Government jointly in proportion to their respective contributions, although title thereto 
shall be taken in the name of the Operator. 


(b) Preservation of property.—Until the final disposal of any property in which the Government 
has an interest the Operator shall preserve and protect same for the best interest of the Government, any 
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government's obligation to contribute, or when such property 
is not in use for or needed for the work, the Operator shall neither use it without the written consent of 
the. Government nor without paying a reasonable rental to be fixed by the Government for its interest. 


(c) Disposal of property.—Upon the completion of the work or termination of the Government's 
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator 
shall promptly dispose of salable or salvageable property in which the Government has an interest for 
the joint account of the Government and the Operator, either by return to the vendor, by sale to others, 
or purchase by the Operator or the Government at a price at least as high as could be obtained from 
others, unless the Government in writing waives its interest in any such property. Without advance 
approval of the sales price by the Government the Operator shall not sell at any price any item of property 
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any 
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any 
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself 
cares to give. Property remaining upon any termination of the work shall be considered in groups or 
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining 
unexpended portion of any such groip or category is less than $50, the Government waives its interest 
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it 
from the land, the cost thereof to be treated as a cost of the project. 


(d) Default of the Operator re disposal.—If within 90 days after the completion of the work or ter-
mination of the Government's obligation to contribute to costs, or after the property is no longer needed 
for the work, or after such further time as the Government may in writing allow, the Operator has failed 
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the 
Government, at any time prior to final settlement under the contract, may pursue one of the following 
two courses: (1) the Government, by written notice to the Operator, may place upon such property what 
in it opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per month from the 
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date such property was purchased under this contract to the termination of said 90-day period; and such 
property shall thereupon be considered and accounted for as having been purchased by the Operator at 
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such 
property wherever it may be found, and remove and dispose of it for the joint account of the parties. 


ARTICLE 10. Termincztion of the Government's obligations.—(a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate the probability of 
making a worthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and thereupon: (1) the Government 
shall be free of all obligation to contribute to costs not then incurred other than such as may be allowable 
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting; 
and (2) the Operator shall be free of all obligation to prosecute the work other than such as may be 
necessary and incidental to winding up, reporting, and accounting. 


(b) If in the opinion of the Government the Operator is in any manner in default under the terms 
of the contract, the Government may give the Operator written notice of such default with a specification. 
of reasonable time within which the default must be cured;, and if the Operator fails to cure such default 
as required, thereupon: (1) the Government shall be relieved of all obligation to contribute to costs not 
incurred when the notice was given, other than such as may be allowable by the provisions of the contract 
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free 
of all obligation to prosecute the work other than such as may be necessary and incidental to winding up, 
reporting, and accounting. The remedy provided for the Government in this paragraph "(b)" is in addi-
tion to any other remedy provided in this contract, and in addition to any other remedy the law may 
provide for breach of contract. 


(c) The giving of any notice by the Government under the provisions of this Article 10 shall not 
affect the Government's rights as provided for in the contract with respect to a percentage royalty, and 
such rights shall be fully preserved. 


ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be 
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing. 


ARTICLE 12. Officials not to beieflt.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share Or part of this contract or to any benefit that may arise therefrom; 
but this provision shall not be construed to extend to this contract if made with a corporation for its 
general benefit.	 , 


ARTICLE 13. Changes and added provisions.
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Executed in sextuplicate the day and year first above written. 


THE UNITED STATES OF AMERICA 


Matthews Mining Company


Exploration *dministra iort 


3------------------------------------------------Partner 


By ---------------------------------------------------------
Partner-----------


By------------------------------------------------------------------------------------
Partner 


By___________ 
Partner 


-, certify that I am the 
secretary of the corporation named as Operator herein; 


that ----------------------------------------------------------------------------------------------------who signed this contract on behalf of the 
Operator, was then ------------------------------------------------------------------------------of said corporation; that said contract 
was duly signed for and in behalf of said corporation by authority of its governing body, and is within 
the scope of its corporate powers.


[CORPORATE 
I SEAL 


U. S. GOVERNMENT PRINTING OFFICE 	 167O6171







EXPL0Rk1XQN PROJECT CONTICT 
MATTHEWS MINXNG COMPANY 


DOCKET NO. DMEA'43k8 


The property referred to in Article 2 of the contract 
form consist$ Of 20 unpatented lode claims located in Sections 3, 
14, 5, 8, 9, and 10 of T 16 S	 R 10 MBM, San Benito County Califor-
nia.	 The Operator is the owner of i6 of these claims and le8see of 


4, as indicated below.	 The location notices for these claims are 
recorded In the Recorder's Office at Hollister, San Benito,Cotznty, 
Californt*, at the Book *nd Page flumbers indicatfd,, 


Name of Claim ___ ___ 


West. Clough #1 220 209 
West CIQUgh #2 220 205 
West dough #3 !/ 220 211 
West Clough # 214 591 
East Clóugh #1	 / 220 207 
East Clough #2	 / 


#3
220 
220


193 
215 East dough 


East Clough # 220 191 
East Clough #5 


#6
20 
220


203 
195 •	 East dough 


Eset Clough.#7 220 213 
East dough #8 220 


220
201 
199 North Canyon	 .	 •


222 109 Wild Goat 
•	 Juniper P1st 220 197 


Rattler No. 1 2114 
2114


501 
503 Rattler No, 2 2114 593 Rocky Peak 


Rattler No, 3 2114 1405 
Rattler No. 14 222 107


J East Clough Now. I and 2 are heid under lease dated 1/2/57, from 
E. A, andSar&h C. Matthews, recorded in o1, 229, PageB 528m532, 


Zat Clough No. 14 and West dough No. 3 are. held under lease dated 
5/19/56 from Aelred and Grace Matthews, and Ray and Evelyn 
Winterhalder, recorded in Vol. 229, Pages 5214527. 







MF-205 


(ombine and supercedes MF-2 	 nd 


June 1956


F Government's_Use Only 


03)	 EXPLOR ON PROJECT CONTRACT 


Operator	 - 


Docket No. DMEA-' 


4	 .-	 : ContractNo. Idm-E' 
'X	 Contract Date______________________ 


ONSENT TO 


•	 .	 .: S.UBORDINAI	 AGREEMENT 1/ 


To the United States of America 


Referring to that certain land in the County of 	 San Benito	 State of 


1n lease a :.	 :. California	 described	 as foils: 


Lease daed May19, 19%-and recorded In Vol. 229, Page 524 to 527 


inciive, Oi±cial Records of San Benito County, and lease dated 


January 2, 1957, recorded in Vol. 229, Page 528 to 532 Inclusive, 


Official Records of San Benito County, 
which is the subject of a proposed exploration project contract, hereinafter called the "contract," 


wi.th.the United States of America, hereinafter called the "Government;" in consideration of the 


c6ntract and as an inducement to the Government to enter into it, the undersigned hereby--


1. Undertakes and agrees that property in whi ..oh the Government may acquire an interest 


or equity under the contract may be dismantled, severed from the land, and removed, as may be pro-


vided in the contrabt; and the Government's interest and equity in such property shall be prior 


and superior to any adverse right or claim of the undersigned; 


2 Grants to the Government a lien upon all- . of the undersigned's right title and 


interest in the land and upon any production of minerals }herefrom to secure the payment to the 


Government of a percentage royalty on production as may be provided for by the Contract 


3 Subordinates the undersigned's right title claim or interest in or against the 


land and in any production therefrom to the rights of the Government under th contract with respect 


to royalty on production and liens to secure same 


4	 Represents and undertakes that ther; is no claim lien or encumbrance upon the 


undersigned's right title claim or interest in or against the land other than the following 


(If "none" insert the word "none." Do not leave lines:1,bIank.)y	 s .c: 


NONE 


_______	 NONE 


NONE 


)J Mining or 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 (b) strike out the words "as follows"


and insert "in a lease [or contract, deed; or other document] dated ____________ 	 .. . 


and recorded in Book ______., Page	 .	 , official records of said county." If (b) 


is used, the book and'page of recordation cannotbe. dispensed with. If the space provided is 


insuuficint ise an 4nnex, and.refer t q. t	 Ann cinthe space,







5. Undertakes and agrees (a) neither to. commit any act nor assert any claim in conflict 


with the provisionsof this Agreement; and (b) to givö advance notice of the Government's rights 


under this Agreement to any subsequent transferee, mortgagee, encumbrancer, or lessee of any of the 


undersigned's right, title, claim, o,r interest in or against the land, or any production therefrom 


furnishing the Government with two copies of such notice; and 


6. 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 extend and 


apply thereto.


7. Added provision:	 none	 (State "None" or "See Annex No._") 


	


Dated this 20th day of	 February.	 1951. 
543]Southside Road 


[ea1] Hollister, California - [Address] 
• 5k31 Southside TRoàd 


-	 ^IL 6, ')'2"2-i?i&zz [Seal] Ho11ister, California 	 [Address] 
,L 1 ,	 973 Terra Bella 


	


'	 [Seal]	 °' California	 - [Address] 


San Jose, California 


	


ealJ	 .	 - LAddress 
320 KT Road . 


	


eaiJ Hollister, California	 [Address]320 KT Road 


	


ealJ Ho lii ster, California	 [Address] 


I,	 .	 . .	 certify that I am the __________ 


(Secretary, etc.) of the corporation named herein; that ______________ 


__________________ who signed this agreementwas then . . (President 
or Vice—President, etc.) of said corporation; that said agreement was duly signed for and in behalf 
of said corporation by authority of its governing body, and was within the scope of its corporate 
powers.	 .


• J::') fl::;J.\. 


•	 •...	 •.	 • •	 .•,	 •.:	 •,. [Coprat,e Seal]	 ..,	 •,.	 .•..••., . •. 
J 


0 •,	
.: ; o:o 00r0..L	 :;;i	 1,:.:•; 


STATE OF CALIFORNIA, 	 .	 -	 .	 . 


	


• :ss.	 :::c	 :..,	 •	 •	 :o 
COUNTY OF SAN BENITO.	 • 


On thi 20th day of February, 9•57i .be;fore me, iOHN T. LEWIS, a Notary 
Public in and for the County of San Bénito, persona.l1ypp,ared 
E.A. MATTHEWS and SARAH C.MATTHEWS, his wife, C. RAY1INTERHALDER and 
EVELYN . T. WINTERHAIaDER,:: his wife, and AELRED M. MATTHEWS and GRACE A. 
MATTHEWS, his wife, known to me to be the persons whose names are 
subscribed to the within instrument. andthey executed the same. 


.•	
•	 ( 


IN WITNESS WHEREOF, I have hereunto	 my hand and affixed my Official 
Seal the day and year in thIs Certific 	 first 


i'o	 Public in and f r the County of 
r	 •	


. 	 a'arIBenito, State of California. 
•	 11y/commission expires June 5, 1960 


INT.-DUP. SEC.. WASH., D.C. 	


/	


•	 71
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EXPLOR.ATION ?RO1ECT ONTRAC1 
MATTHEWS MINING 0OMPAN 


DOCICET NO. DMEA-43k8 


EXHIBIT 


DescriptionoftbeWork	 ;. 


The approximate locations or the work are shown on the 
map entitled 't tgure 3 31 Cajon Mine, San Benito County, California,t' 
attached hereto and made a part hereof. 


The work consistS of the following: 


1. Excavate three trenches having dimensions averaging 
approximately 200 feet long by 15 feet deep by 23 feet wide, 
beginning at the points and extending in the directions given; 


No. 3. - ?ro approximatey 190' 8 63° 3 of survey 
station 0, 3 k W 


•	 No. 2 - ?rom approximately 270' N200 3 or survey 
station G, N 790 w 


•	 No, 3 - From approximately 150' N 65° of s*rvey 
station G, S L7O w 


The amount of eitcavation is expected to be approximately 
7500 cubIc yards.. 


2. Drill, blast, and c1en bedrock toa depth of approxi-
mately 3 feet over a distance of 150 feet in each trench. 


3, Sample all favorable mineralized zones in the trenches 
and analyze samples for mercury.	 • 	 S. 


The location, direction, Inclination, and extent of all 
work, and the method of ampllng, are subject to the approval 
of the Government. 


Estimated Costs of ro1ect 


Actual Costs	 •::. 


Category (i) Independent Contracts	 None 


Category (2) Personal Services 


Subcategory (a) pervIiion 


I SupervIsor-EngIneer @ *500.00/mo, 
1 month	 $ 500.00







I. 


Suboategory (b)	 echnica1 Services. 


• 1 Bulldozer Operator, 20 days 
$24.00/day $	 480.00 


Bubcategory (a) Labor 


2 MIner's, 25 days each	 $20.00,'day 1,000,00 


Category (3)	 perati$ Materials and 1up lies 


• Zxploeives (3 trenches	 4350,00/trench) .41,050,00 


Drill steel (3 trenches@ $7 00/trench ) 225.00 


Puel and lubricating oil for compressor, 
25 days	 $2.50/day 62.50 


Fuel ard lubricating oil, for bulldozer, 
20 days	 $6,00/day 12OOO. 


Category (4)' 9p.atinp Equipment	 ,	 .. 


Subóategoriea (a) and (b)	 ent	 and 
Purcha None 


•Subcatégbry (a) Dereciatio 


I Compz'essor', 3. month	 $100.00/mo. '	 . 4' 100.00 
(based on value of $6,000) 


I Jackhaex', 1 month @ $8OO/mo, 8.00 
(based on value of $1480.00) 


I Bulldozer, I month @ $175, 0O/mo ip.o0 
(based on value of $10,500 for HD-7) ' 


Category (5) Initial Rehabilitat,on and Repairs	 None 


Category (6). New Buildings, Fiztüres and in-
staI1aion, None 


Category (7) .Mi8celianeos 	 ,	 .	 , 


Payroll Taxes, liability insurance 4	 280,50


$1,980.00 


41,1457.50 


$ • 283,00 


Analyses 0 samples $3.00/sample 	 150,00 


Maintenance and Repair of bulldozer	 200,00 


MaIntenance and Repair of compressor and 
jackhammer ,	 •	 .	 ioo $_755.50 


Estimated Total Coat of Project	 • 414,1476,00 
Government participation at 75 percent $j357'. ---


2 







Extra copy 


(Revised June 1954)	 Docket No. DMEA 


Commodity 


Contract No. Idm-ElO I9 
UNITED STATES OF AMERICA


DEPARTMENT OF THE INTERIOR 
DEFENSE MINERALS EXPLORATION ADMINISTRATION 


EXPLORATION PROJECT CONTRACT' 


It is agreed this	 1951 day of --------------------------------------------------, 195, between the 
United States of America, acting through the Department of 	 jn pration 
A	 •	 .	 d 2	 1J5	 •"'J 


a partnership comprised ol' Idward A. Ratth*Wa, Ev.rett J Watthewa, 
Edward S. Matthews and ja D, Matthews 


-----------------------------------
ARTICLE 1. This contract is entered into under the authority of the Defense Production 1 AoJ 


1950, as amended. It consists of this form (MF-200), the attached Exhibit "A," Annex I, and ""---------


The Operator shall not transfer or assign this contract or any right thereunder without the written 
consent of the Government. 


ARTICLE 2. Operator's property rights. -a The land which is the subject os here-
inafter called "the land") is in the State of----------------------, County of --------------------
and is described.in Annex I. 


(b) The Operator represents and undertakes tht: 
(1) The Operator is the 4	 of 


in the land, in possession and entitled to possession for all of the purposes of this contract, under 
and by virtue of SeeZ.1--------------, -recorded in Book -----------------, page --------------------
official records of said County; and 


(2) The Operator's right, title, or interest (whether as owner lesse, or otherwise) is subject 
only to the following claims, liens, or encumbrances 	 Znterese oz isasors Ln 


-------------------------------------------------------------------------------------------------------------------------------------------------------------------


(c) The Subordination Agreement of the holder of any claim, lien, or. encumbrance listed above, 
and (if the Operator does not hold the legal title) the Consent to Lien of any holder of the legal title 


If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 
2 Insert name, and if an organization, its nature (corporation and place of incorporation, partnership with names of 


partners, etc.). 
State on a separate sheet marked "Annex I" the legal description or enough to identify the property, particularly 


excluding any areas from which the production is not to be subject to the Government's percentage royalty. 
Insert "owner," "lessee," "contract purchaser," "locator," etc. 


'Insert "the entire interest," "the mineral rights," "an undivided one-third," etc. 
° Insert "deed," "lease," "contract," "location notice," "patent," etc. 
'If not recorded, so indicate by inserting "un."
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of the land (lessor, seller, optionor, etc.) are attached, as follows . -------------------L.'Xid  
Suboz'dlnat2on Agreement o 1eeeor or 4 olaixria 


(dThe ' Operator shall preserve and maintain his right, title, and interest in the land and his right 
to the possession thereof for the purposes of this contract, and shall devote the land and all existing 
improvements, facilities, buildings, installations, and appurtenances to the purposes of this contract. 
Until the lapse of the time within which the Government may make a certification of discovery or 
development without any such certification having been made, and after any such certification has been 
made, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest 
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and 
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government's 
right to a percentage royalty on production and lien for the payment thereof. If the Government makes 
no certification of discovery or development within the time limited in Article 8, it Shall thereafter 'have 
no claim against the land or any production therefrom except for any production referred to in Article 
8(b)(1). 


ARTICLE 3. The exploration project.—The project is a search for indicated or undeveloped deposits 
of--------------------------------------------------------------------------------------------------------------The work to be performed 
is described in Exhibit "A." The Onerator on or befo -------------shall commence 
the work, and on or before 3	 $ tram dt* at	 Operator's obligation to prosecute 
the work is terminated—see Article 10) shall either have completed the work or shall have incurred 
allowable costs (see Article 6) in a sum not less than the estimated total allowable cost set forth in 
Exhibit "A." 


ARTICLE 4. Performance of the wo'rk.—(a) Operator's responsibility.—The work shall be per-
formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with 
good mining standards and State regulations for health and safety and for liability insurance covering 
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to 
bring it to completion within the time fixed. 


(b) Independent contracts.—To the extent that the allowable costs are estimated in Exhibit "A" 
with express reference to performance by independent contractors on a unit-price basis (such as per 
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed; 
but if the reference in Exhibit "A" to any such independent contract requires the Government's 
approval thereof, payments under such contract will not be allowable costs unless the Government gives 
its written approval of the contract. Any such independent contract shall refer to some specific and 
identifiable part of the work, and shall be subject to all of the pertinent terms and conditions of this 
exploration contract; but the Government shall not be considered a party thereto, and its rights under 
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard -
less of the provisions of any such independent contract and regardless of the Government's approval 
thereof, the Government will participate in payments to the independent contractor only on account of 
work performed in accordance with the provisions of this exploration project contract, and only to the 
extent that the Government deems the unit prices for the work under the independent contract to be 
reasonable. 


(c) Government may inspect.—The Operator shall consult with and inform the Government on all 
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the 
work under the contract, and also after a certification of discovery or development to inspect production 
operations and underground workings. The operator shall provide the Government with all reasonable 
means of access for such inspections. 


ARTICLE 5. Contribution by the Government.—The estimated total allowable cost of the project, 
set forth in Exhibit "A," is the sum of	 t6.OQ 
The Government shall contribute Tf percent. of the allowable costs as they are incurred in a total sum 
not in excess of 33tQO----------------------------Provided, That until the Operator has 
rendered to the Government his final report, and any final auditing required by the Government has been 
made, and a final settlement of the contract has been made, the Government may withhold. from, the last 
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voucher or vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the 
work or not in excess of the amount of the Government's contribution to the cost of property which is or 
may become subject to disposal as provided in Article 9(c), whichever is greater. The Government will 
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments 
by the Government are provisional only, subject to audit, until the account between the Operator and 
the Government is finally audited and settled. "Costs incurred" mean costs that have been paid or have 
become due and payable, or that in the opinion of the Government have become an obligation. The Gov-
ernment may make payments directly to independent contractors and suppliers for the account of the 
Operator rather than to the Operator. 


ARTICLE 6. Estimated costs.— (a) Categories of costs.—The allowable costs of the work to which 
the Government shall contribute are limited to those that are direct, reasonable, necessary, and that are 
estimated in Exhibit "A" by categories as specified in this article. If any category or subcategory is 
omitted from the estimate of costs, or if the word "none" is annexed to the listing thereof, costs under 
such category or subcategory are not allowable. Any excess over any estimate which is indicated as 
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any 
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the 
estimate of any category, subcategory, or item, either as to requirement or related cost, not indicated 
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To 
the extent that excesses over maximums other than the estimated total allowable cost of the work may 
be necessary for the performance of the work, the Operator shall incur such excesses for his own account 
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage 
of the estimated, total allowable cost of the work. 


To the extent specified in this article or in Exhibit "A" the following categories, subcategories, and 
elements thereof are maximums; but if not so specified either here or in Exhibit "A" they are not maxi-
mums, and may be exceeded within the limit of the estimated total allowable cost of the work: 


CATEGORY (1) —INDEPENDENT CONTRACTS.—WOrk to be performed under independent contracts 
(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of 
work for performance under an independent contract are maximums. 


CATEGORY (2)—PERSONAL SERVICES. 
Subcate gory (a) —Supervision.—All elements of this subcategory (number of supervisors, 


periods Of employment, rates of pay, and total) are maximums. 
Subcategory (b)—Technical services.—Al1 elements of this subcategory (number of technicians, 


periods of employment, rates of pay, and total) are maximums. 
Subcate gory (c)—Labor. 


CATEGORY (3)—OPERATING MATERIALS AND SuPPLIEs.—Includes such items as drill bits and steel, 
explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track. 


CATEGORY (4)—OPERATING EQUIPMENT. 
Subcate gory (a) —Rental .—T he number of each object to be rented [6 mine cars, 1 truck], the 


rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums. 
Subcategory (b) —Purchases.—The estimated total of this subcategory is a maximum. 
Subcategory (c)—Depreciation.—Al1 elements of this subcategory (time periods, rate of depre-


ciation, and subcategory total) are maximums. 
CATEGORY (5)—INITIAL REHABILITATION AND REPAIRS.—Estimates under this category include all 


requirements and related costs, such as labor, materials and supplies, and supervision at a rate not higher 
than provided for in Category (2), and shall not be duplicated under any other category. The estimated 
total of this category is a maximum. 


Subcategory (a) —Initial rehabilitation and repairs of existing buildings, fi xtures, and installa-
tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum. 


Subcate gory (b)—Initial rehabilitation and repairs of operating equipment.—The estimated 
total çf this subcategory is a maximum.
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CATEGORY (6) —NEw BUILDINGS, FIXTURES, AND INSTALLATIONS (ExcLusIvE OF MINE WORKINGS) 
Estimates under this category include all requirements and related costs, such as labor, materials and 
supplies, and supervision at a rate not higher than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. 


CATEGORY (7)—MIsCELLANEOuS.--Repairs and maintenance (other than initial) of operating equip-
ment, analytical work, prints and other reproductions, accounting, Operator's share of payroll taxes, 
liability insurance covering employment, travel, communications, and any other items of requirement or 
cost that do not fall within any of the first 6 categories. 


THE ESTIMATED TOTAL ALLOWABLE COST of the work is a maximum. 
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government: 


(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning, 
or holding possession; 


(2) . Indirect costs, such as general overhead, corporate management, interest, taxes (other than 
payroll and, sales taxes), insurance (other than liability insurance covering employment), damages 
to persons, damages to property (other than necessary repairs or replacements of equipment or 
other property used in the work) 


(3) Previous work performed or costs incurred before the date of this contract; and 
(4) Deferred payments.—Any costs incurred by the Operator under any rental-purchase agree-


ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi-
sions of which payment of the full purchase price is deferred more than 90 days from the delivery 
of the goods; unless the purchase agreement is approved by the Government in writing. 


(c) Reductions in costs.—The Operator shall account for and give the Government credit for any 
incidental benefits, credits, or money received in the ordinary course of business in prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern-
ment contributes to costs; and such amounts shall be treated as a reduction in costs incurred so that 
they are available for use within the limit of the original estimated total cost. This provision does not 
apply to receipts from production which are subject to the Government's percentage royalty under the 
provisions of Articleb.8. 


ARTICLE 7. Reports, accounts, audits.—(a) Operator's records.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may 
have an interest; and shall preserve those with respect to work performed for at least three years after 
final payment by the Government, and those with respect to production for at least three years after any 
ob]igation to pay royalties to the Government has terminated. The Government may inspect and audit 
said records and accounts at any time, either by itself or by a certified public accountant. If the Gov-
erriment elects to audit said records and accounts relating• to the exploration work by certified public 
accountant, it may do so as a cost of the work to which the Operator shall contribute. The Comptroller 
General of the United States or his representative, until the expiration of said three-year periods, shall 
have access to and the right to examine any pertinent books, documents, papers, and records of the 
Operator. All of the Operators vouchers and records and accounts relating thereto and the Govern-
ment's payments thereof remain subject to adjustment until final audit by the Government. If work 
under this contract is carried on in conjunction with any other operations,' or if labor, supervision, 
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are 
also used in connection with other operations, the costs shall be segregated and accounted for on a basis 
and by methods and accounts that are satisfactory to and approved by the Government. 


(b) Progress reports and vouchers.—The Operator shall provide the Government with five copies 
of monthly progress reports in three sections as follows: (1) Operator's Monthly Report and Voucher 
showing detailed costs incurred during the reporting period; (2) Operator's Unit Cost and Progress 
Report showing the various types of work performed during the reporting period and costs incurred for 
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on 
samples taken concurrently with advance in mineralized ground. (Forms for reporting under (1) and 
(2) above will be provided by the Government.)
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(c) Final report.—Upon completion of the work or termination of the Government's obligation to 
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in 
addition to the final progress report and voucher). This final report shall include a geological and engi-
neering evaluation of the results of the work performed under the contract with an estimate of the ore 
reserves resulting from such work, complete assay data, adequate geological and engineering maps or 
sketches, and a summary of the work performed and related costs incurred. 


(d) Report of sales.—The Operator shall provide the Government with suitable accounting and 
documentary evidence covering all production to which the Government's percentage royalty relates, such 
as copies of smelter or concentrator settlement sheets, and certified accounts of production and sale or 
other disposition of production. 


(e) Compliance with requirements.—If in the opinion of the Government any of the Operator's 
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the 
Government may procure the making or completion of such with suitable attachments as an expense of• 
the work to which the Operator shall contribute. The Government may withhold approval and payment 
of any vouchers relating to insufficient or incomplete reports, rec.ords, or accounts. 


ARTICLE 8. Repayment by Operator.—(a) Certification.—If the Government considers that a 
discovery or development from which production may be made has resulted from the work, the Govern-
ment, at any time not later than six months after a sufficient final report and final account (see Article 
7) has been rendered, may so certify. in writing to the Operator. Such certification shall describe broadly 
or indicate the nature of the discovery or development. 


(b) Royalty on production.—The Operator, as principal if theOperator is the producer, or as surety 
if the Operator is not the producer, shall pay to the Government a royalty on all minerals mined or 
produced from the land, as follows: (1) regardless of any certification of discovery or development, 
from the date of the contract until the lapse of the time within which the Government may make such 
certification, or until the total net amount contributed by the Government without interest is fully repaid, 
whichever occurs first; or (2) if the Government makes a certification of discovery or development, 
within a period of ten years from the date of the contract, or until the total net amount contributed by 
the Government without interest is fully repaid, whichever occurs first. 


(c) Basis for computation.—The Government's royalty shall be a percentage of the gross proceeds 
(including any bonuses, premiums, allowances, or other benefits) from the production sold, in the form 
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the 1. o. b. point) ; except, that 
charges of the buyer arising in the regular course of business, and shown as deductions on the buyer's 
settlement sheets, on account of the cost of treatment processes performed by the buyer, sampling and 
assaying to determine the value of the production sold, and freight paid by the buyer to a carrier (not 
the Operator), shall be allowed as deductions in arriving at the "gross proceeds" as that term is used 
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid 
by the Operator or by anyone other than the buyer, are not deductible in arriving at the "gross proceeds" 
as that term is here used.. The term "treatment processes," as here used, means those processes (such as 
milling, concentrating, smelting, refining, or equivalent) applied to the crude ore or other production after 
it is extracted from the ground, to put it into a commercially marketable form; excluding fabricating or 
manufacturing. 


(d) Unsold production.—If any production (ore, concentrates, metal, or equivalent), after the lapse 
of six months from the date the ore was extracted from the ground, remains neither sold nor used by 
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled), 
the Government, at its option, as long as it so remains, may require the computation and payment of 
its royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in 
when the Government elects to require computation and payment. If any produ .ction is used by the 
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government's royalty on such production shall be computed on the value therof in the form in 
which and at the time when it is so used. "Value" as here used means what is or would be gross income 
from mining operations for percentage depletion purposes in Federal income tax determination, or the 
market value, whichever is greater. 


(e) Percentages of royalty.—The percentages of the Government's royalty shall be as follows:. 
One and one-half ( 1 1/2) percent of amounts ("gross proceeds" or "value") not in excess of eight 


dollars ($8.00) per ton of production in the form in which sold, held, or used, plus one-half ( 1/2) 
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percent for each additional full fifty cents ($ 0.50) by which such amounts exceed eight dollars ($8.00) 
per ton, but not in excess of five (5) percent of such amounts. 


(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (1½) percent; on an amount of ten dollars ($10.00) per ton, three and one-half ( 3½) percent.) 
(1) Time for computation and payment.—The Government's royalty shall be computed and paid 


currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided 
in this article. 


(g) Lien for payment.—To secure the payment of its percentage royalty, there is hereby granted to 
the Government a lien upon the land or the Operator's interest in the land and upon any production of 
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid. 


(h) Notice to purchasers.—The Operator shall give notice of the Government's claim for royalty 
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty 
directly to the Government and to furnish the Government with copies of the settlement sheets. If the 
records of any production and sales or other disposition of production, whether the production is by the 
Operator or by others, are not made available to the Government, the amount of the royalty may be 
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his 
estimate thereof shall be final and binding upon the Operator. 


(i) No obligation to produce.—Nothing in this contract is to be construed as imposing any obligation 
on the Operator or the Operator's successor in interest to engage in any production operations. 


(j) Government not obligated to buy.—Nothing in this contract shall be construed as imposing any 
obligation on the Government to purchase any minerals mined or produced from the land. 


ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—Al1 costs under this 
contract shall be incurred by the Operator in the Operator's own name and for the Operator's own 
account; but any property acquired to the cost of which the Government contributes shall belong to the 
Operator and the Government jointly in proportion to their respective contributions, although title thereto 
shall be taken in the name of the Operator. 


(b) Preservation of property.—Until the final disposal of any property in which the Government 
has an interest the Operator shall preserve and protect same for the best interest of the Government, any 
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government's obligation to contribute, or when such property 
is not in use for or needed for the work, the Operator shall neither use it without the written consent of 
the Government nor without paying a reasonable rental to be fixed by the Government for its interest. 


(c) Disposal of property.—Upon the completion of the work or termination of the Government's 
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator 
shall promptly dispose of salable or salvageable property in which the Government has an interest for 
the joint account of the Government and the Operator, either by return to the vendor, by sale to others, 
or purchase by the Operator or the Government at a price at least as high as could be obtained from 
others, unless the Government in writing waives its interest in any such property. Without advance 
approval of the sales price by the Government the Operator shall not sell at any price any item of property 
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any 
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any 
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself 
cares to give. Property remaining upon any termination of the work shall be considered in groups or 
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining 
unexpended portion of any such group or category is less than $50, the Government waives its interest 
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it 
from the land, the cost thereof to be treated as a cost of the project. 


(d) Default of the Operator re disposal.—If within 90 days after the completion of the work or ter-
mination of the Government's obligation to contribute to costs, or after the property is no longer needed 
for the work, or after such further time as the Government may in writing allow, the Operator has failed 
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the 
Government, at any time prior to final settlement under the contract, may pursue one of the following 
two courses: (1) the Government, by written notice to the Operator, may place upon such property what 
in its opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per month from the 


16-70617-1







date such property was purchased under this contract to the termination of said 90-day period; and such 
property shall thereupon be considered and accounted for as having been purchased by the Operator at 
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such 
property wherever it may be found, and remove and dispose of it for the joint account of the parties. 


ARTICLE 10. Termination of the Government's obligations.— (a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate the probability of 
making a worthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and thereupon: (1) the Government 
shall be free of all obligation to contribute to costs not then incurred other than such as may be allowable 
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting; 
and (2) the Operator shall be free of all obligation to prosecute the work other than such as may be 
necessary and incidental to winding up, reporting, and accounting. 


(b) If in the opinion of the Government the Operator is in any manner in default under the terms 
of the contract, the Government may give the Operator written notice of such default with a specification 
of reasonable time within w.hich the default must be cured; and if the Operator fails to cure such default 
as required, thereupon: (1) the Government shall be relieved of all obligation to contribute to costs not 
incurred when the notice was given, other than such as may be allowable by the provisions of the contract 
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free 
of all obligation to prosecute the work other than such as may be necessary and incidental to winding up, 
reporting, and accounting. The remedy provided for the Government in this paragraph "(b)" is in addi-
tion to any other remedy provided in this contract, and in addition to any other remedy the law may 
provide for breach of contract. 


(c) The giving of any notice by the Government under the provisions of this Article 10 shall not 
affect the Government's rights as provided for in the contract with respect to a percentage royalty, and 
such rights shall be fully preserved. 


ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be 
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing. 


ARTICLE 12. Officials not to benefit.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom; 
but this provision shall not be construed to extend to this contract if made with a corporation for its 
general benefit. 


ARTICLE 13. Changes and added provisions.
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Executed in sextuplicate the day and year first above written. 


THE UNITED STATES OF AMERICA 


(i	 B	
iON	 d©? 


!	 y	
ietat*r ierenee Mt1*tL* 


0	 *t 


By


-, certify that I am the 
-------------------------------------------------------------------secretary of the corporation named as Operator herein; 


that ---------------------------------------------------------------------------------------------------who signed this contract on behalf of the 
Operator, was then ------------------------------------------------------------------------------of said corporation; that said contract 
was duly signed for and in behalf of said corporation by authority of its governing body, and is within 
the scope of its corporate powers.


[CORPORATE 
L SEAL 


U. S. GOVERNMENT PRINTING (FFICE	 16-70617-S







•	 ;	 WL0RMION PROJIC? AC!	 •.. 
KA?TEEWS MZNZNO COMFA2Y 


DOCKZ? N0	 LNEAJ431B 


ANNEX I 


The prop*rt	 referred to in M'ttcie 2 oX' the contract 
fox's contsts of 20 wipatented lode claims Located in 8estons 3, 
4	 , $., 9	 and 10 of? 16 8; It L0 E *D* San lenito COflty,*1itOx'" 


,	 The Operator is the owner of 16 of these e3aims *n	 lesse. of 
a* indic*ted below,	 The location notices for these	 laim$ ax's 


recorded tn tbC Recorder's Office St )Lollister,	 an lenito County, 
Caittorni*	 at th• Book and P*gC. Numbers indicated, 


N*me of Claim •	 •	 • Book 


•	 ifestCZouh#2	 • 220 2O 
West Ciough +2 220 205 
West Clough 3 V 220 211 
We*t Clough 2l* 591. 
East dough 1 V 220 


220
207 


Ernst dough //2 _ 
East dough	 3 220 215 
East C laugh 220 191 
Feet Clough	 5 220 203 
East Ciough 16 220 195 
Ernst Clough	 T 220 2343 
East Clough	 8 220 201 
North Canyon	 •	 .	 •	 . 220	 . .199 


• 222 109 
Juniper flat 220 1.97 
Rattler No. I 211k 503 
Rattler No. 2 21 503 
Rocky Peav 21* 593 
Rattler Ho, 3 23* 405 
Rattler	 o, * 222 107


X/ East C laugh Nos, £ and 2 are he1d under lease dated I 2/57 tros 
E. A. end Sarah C, K*tthews, reoorded n Vol.. 2*9, Pages 5#E532. 


/ 1rnst Clough No, * end West Ciough No, 3 *rs held undSr L**se dated 
/19/56 tram As3red and Grace Matthews, end Ray and Evelyn 


Winterhalder, recorded irt VoLe 229k P*gea 52527. 


/1







•	 :•	 DescriDt ton of the work 


The appzózisste best tons of the work are. shown on the 
sap entttled Figure 3 11 CaJon MIne, 8*n Zenito County, caiforn*, 
*tt*ched hereto and ntad * part hereof. 


The WO?? Consists of the toi1owns 


1. Rxeavati three trenohes having disensions averagIng 
approxtznately 200 feet tong by l feet deep by 23 tt wtd* 
begirming at th. points and extendtng ntha dirsotiona given; 


NO, I ?ro* *pproxXsste7 190' 5 63° z or survey 
station O S * W 


No. 2 Free *pprozia*tely 270' ' 20 E of survey 
station L N 720 


No. 3 .* rei spprezi*ateiy 150' N 65 £ of survey 
•	 .•	 station G I .7O W 


• ?he amount of excavation is expeeted o be approximately 
7500 cubic	 z'da • • • 


2. Dr"fll, bl*st and clean bedroci to a depth of appz'oxi-
mately 3 feet over a diStance of .tO test in each tranoh. 


3. Sample all favorable *inez*Uzed zones in the trenches 
end analyze 5pies for mercury. 


he lOcatIOn; 4ireetjor Lnciirsstion and extent of all 
work, *nd the method of a*llng, are subject to the approva 
of th* Government • 


Zatteated Costs of ?roieet 
• 	 • 	


• 	 0	 Actual Costs 0 


Category (i) Ind,pender&t Contracts 
0L 


Category (2) Pørsonal Services •	 .	 •_•_.	 • 
Subcstegory (a)	 Pt	 . 


I Superv1sorEngin.,r •	 O,0G'mo 
I. month.	


0	 • •


	 •0	


SOOVOO 


None







31tcate$ory (b)	 eiat Sàrvices. 


1	 14ózer0persto	 20 days
$	 4&).00 


$&bcategox	 (e)	 jr 


2 )fltiers	 nob	 $day 


atery ()	 &)ttii	 LpP1'! 
Explostvn (3 tr*ches	 $350.00 'trnch) .05O.00 


Dr'tlI 5tn	 (	 troh*$ $	 7,0Qtreneh) 22QO 


nd 1bicatrg on tar cosresar 
2	 dais e $2,30 day 


• ?uei *rt	 ubr1catthg oil t02? btii4ozer 
20 d*	 $6.00 da 120.00 


Category ( iI )	 _________ 
$beitt*goziea (aar4 (b)i	 ant


Ione 


• I Compz'*ssóz'	 1. *onth	 IQ00O'. $	 ioo.o0 
(based on value of $6,000) 


L Jsch*im	 I month I $.0O 'mo 8,00 
(based on value of $480.00) 
u1Idozer	 i	 nth	 $I700*O. 


for HD-7)
______ 


(based on value of $ l0 ,500 Categ1	 () Th1ti1 'fiehsbi11tatio 	 ione 
h- U	 ji* 


Cstegor	 (6) tew Th11	 1xhxrer an1 In 
t-	 SI •-,-	 --J _-- 


___ rone 


category (7)	 •eQj	 • 
P*yr*I . !raz.a	 iabt I $ 2&o 


Analyses 50 ssp1es	 $3,O0sazp1


$1 9•000 


$1 I4575Q 


$ 283.00 


Mat ean. aM epsLr at bu1ló*ex*	 200.00 


Maintenance ar4 ipatt' of eospressor aid 
Jathar	 ,j00 


Ett%mat*d otaI Cost ot Izoóct 
Ooverru*ert* participation at 75 percett


L12 
476po 







LT4EA Form 7 


(12-.6)


FICIAL FILE COP} 
Date	 Surname	 Code 


8-]J _________ t.00 


8-iJ.	 1..00 
9- 1c	 ,'/	 200 


August iJ, l97 


MEMORANDUM 


To:	 A. S. Dakan, Director, Division Operations 
Control and Statistics 


From:	 W. S. Martin, Director, Division of Iron 
and Ferro-Ailoys 


Subject:	 Withdrawal of application 
Docket No • IFA )4311.8 
Matthews Mining Company 
El Cajon Nine 
San Benito County, California 


In our letter of July 26, 19S7, we advised Mr. Spangler Ric1r, 


that we would consider the subject application as withdrawn if the bids 


promised Mr. Roscoe N. Smith by the Applicant on May 23, 19S7, had not• 


been received. 


In his letter of August 8, 19S7, Mr. Ricker informed 


Mr. Everett J. Matthews that the Government is considering the appli-


cation as being withdrawn without prejudice. 


The docket is, therefore, attached to be placed in the 


inactive files.


W. S. Martin, Dire ctor 
Division of Iron and Ferro-.Afloys 


Attachment 


TLChapman :foc 
8-lLi..S7 
cc: Docket 


Code lj.0O


S


8623
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UNITED STATES
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMIN ISTRATION 


16'O5 Evans Avenue
Reno, Nevada 


August 8, 1957' 


M e rn 0: rand u m 


To':	 Operating Committee, DMEA, Interior Building 
Washington,. D.. C. 


From:	 Execuüve Officer, D'MEA Field Team, RegionT II 


Subject:	 Docket No.. DMEA-4348 (Mercury) 
Matthews Mining Company 
El Cajon' Mine 
San Benito County, California 
(Your letter, July 26, 1957) 


/1	 "-
(nclo'sed are two' copies of my letter :dated 


August 8, 1957 to the Applicant on subject .docke Als.o 
enclosed are the original and five copies. of a proposed Con-' 
tract No. 1069, which'were not executed by the Applicant. 


S. Ricker 


Encls'..


C)







.	 .


FL COPY 


L	 ) -	
-	 -T 


Reno, Z4evada 


August 8 1957	
TIiT 


Mr. Everett 1. Matthews	 --	 1 
Matthews Mirang Company 
135 Vine Street	 _____	


- 


• 	 V. 


Hoilteter, Califorma	 I 


Re bocket No. DMEA44& *4.rturi 
Matthews Miiing Company 
El Cajon Mine 
San Ber4to County, California 


Dear Mr. Matthews 


Aø a result of your conference with Mr. Roscoe Smith 
on May Z3, 1957, 1 *sume you l*tended to submit bids from three 


•	 contractos for trenchig on a u*it cost cubic yat'd basis. 


Smce we have not recived the bids nor been advlaed 
about your intentions, the Go,erninent is considering the applLca 
tion as being withdrawn. 


The action Is taken without prejudice to your property 
and does not jeopardize your rights to apply for a DMEA exploras. 
tion loan at any future tine.


Very truly yours, 


S. XUcker 
Executive Off1cr	 V 


MEA Fjeid Tsm. P.egton VU 


SRicker:ft	 :	
V 	


V 	 V 	 V 


cc: Opr. Corn., DVMEA, 
V 
Wash., PC. 7'	 V 	 V 	


V 	


V 


V RMSrnith	
-	 V 


V 	
File	 V 	


• 	 V 	 V 	 V 


Chron	 • V V


	


V 	


V 	


V V


	 V 	


V







.


	 Government's copy 


S


MF-200
(Revised June 1954) • Docket No. DMEA 14.3)4.8 


Commodity 4eicury 


Contract No. Idm–J. 069 


UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


EXPLORATION PROJECT CONTRACT' 


It is agreed this	 day of --------------------------------------------------,. 195, between the 
United States of America, acting through the Department of the Interior, Defense Minerals Exploration 


	


Administration, hereinafter called the "Government," and 2	 jtbW 


	


Ma	 ere.tt -J. - 
---S----ihew—-and-james--D.Matthews----..------ -


whose mailing address is 135 Vine Streat, Eollister,, CJ.iioxni& 


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


The Operator shall not transfer or assign this contract or any right thereunder without the written 
consent of the Government. 


ARTICLE 2. Operator's property rights.— (a) The land which is the subject of this contract (here-
inafter called "the land") is in the State of Ca1iro.ia-------------------, County of .. Sap--Beito - 
and is described in Annex I. 


(b) The Operator represents and undertakes that: 
(1) The Operator is the 4 Se.ennex..I--------------------------of ------	 MflX -I 


in the land, in possession and entitled to possession for all of the purposes of this contract, under 
and by virtue of a 6 ..See..AnnexI---------------, -recorded in Book-----------------, page --------------------
official records of said County; and 


(2) The Operator's right, title, or interest (whether as owner, lessee, or otherwise) is subject 
only to the following claims, liens, or encumbrances: 	 ---------------
c1aims......................................................................................................................................................... 


(c) The Subordination Agreement of the holder of any claim, lien, or encumbrance listed above, 
and (if the Operator does not hold the legal title) the Consent to Lien of any holder of the legal title 


If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 
2 Insert name, and if an organization, its nature (corporation and place of incorporation, partnership with names of 


partners, etc.). 
'State on a separate sheet marked "Annex I" the legal description or enough to identify the property, particularly 


excluding any areas from which the production is not to be subject to the. Government's percentage royalty. 
Insert "owner," "lessee," "contract purchaser," "locator," etc. 	 ,	 - 


'Insert "the entire interest," "the mineral rights," "an undivided one-third," etc. 
Insert "deed," "lease," "contract," "location notice," "patent," etc. 


'If not recorded, so indicate by inserting "un."
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of the land (lessor, seller, optionor, etc.), are attached, as follows • 	 9 
SubnrdInatisii 


(dP 1'lT perator shall preserve and maintain his right, title, and interest in the land and Ilis right 
to the possession thereof for the purposes of this contract, and shall devote the land and all existing 
improvements, facilities, buildings, installations, and appurtenances to the purposes of this contract. 
Until the lapse of the time within which the Government may make a certification of discovery or 
development without any such certification having been made, and after any such certification has been 
made, the Operator shall neither transfer, convey, nor surrender the land nor any right, title, or interest 
therein, nor permit nor suffer any claim, lien, or encumbrance thereon, without expressly referring to and 
providing in the instrument of conveyance, lien, or encumbrance for the preservation of the Government's 
right to a percentage royalty on production and lien for the, payment thereof. If the Government makes 
no certification of discovery or development within the time limited in Article 8, it shall thereafter 'have 
no claim against the land or any production therefrom except for any production referred to in Article 
8(b) (1).	 .	 .


. 


ARTICLE 3. The exploration project .—T he project is a search for indicated or undeveloped deposits 
of -- --- CUI Y 	 ------ ---------------------------The work to be performed 
is described in- Exhibit "A." The Operator on or shall commence 
the work, and on or before 3c -rom-- -date-----(unless the Operator's obligation to prosecute 
the work is terminated—see Article 10) shall either have completed the work or shall have incurred 
allowable costs (see Article 6) in a sum not less than the estimated total allowable cost set forth in 
Exhibit "A." 


ARTICLE 4. Performance of the work.—(a) Operator's responsibility.—The work shall be per-
formed with reasonable diligence, efficiently, expertly, in a workmanlike manner, in accordance with 
good mining standards and State regulations for health and safety and for liability insurance covering 
employment; and with suitable and adequate equipment, facilities, materials, supplies, and labor, to 
bring it to completion within the time fixed. 


(b) Independent cotracts.—To the extent that the allowable costs are estimated in Exhibit "A" 
with express reference to performance by independent contractors on a unit-price basis (such as per 
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work may be so performed; 
but if the reference in Exhibit "A" to any such independent contract requires the Government's 
approval thereof, payments under such contract will not be allowable costs unless the Government gives 
its written approval of the contract. Any such independent contract shall refer to some specific and 
identifiable part of the work, and shall be subject to all of the pertinent terms and conditions of this 
exploration contract; but the Government shall not be considered a party thereto, and its rights under 
this contract, including the right to terminate its contributions, shall not be affected thereby. Regard-• 
less of the provisions of any such independent contract and regardless ,of the Government's approval 
thereof, the Government will participate in payments to the independent contractor only on account of 
work performed in accordance with the provisions of this exploration project contract, and only to the 
extent that the Government deems the unit prices for the work under the independent contract to be 
reasonable. 


(c) Government may inspect.—The Operator shall consult with and inform the Government on all 
phases of the work as it progresses. The Government may enter at all reasonable times to inspect the• 
work under the contract, and also after a certification of discovery or development to inspect production 
operations and underground workings. The operator shall provide the Government with all reasonable 
means of access for such inspections. 


ARTICLE 5. Contribution by the Gorn'ient.—The estimated total allowable cost of the project, 
set forth in Exhibit "A," is the sum of $?QP 
The Government shall contribute .15 percent of the allowable costs as they are incurred in a total sum 
not in excess of 3351QP-----------------------------: Provided, That until the Operator has 
rendered to the Government his final report, and any final auditing required by the Government has been 
made, and a final settlement of the contract has been made, the Government may withhold from the last 
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voucher or vouchers such sums as it sees fit not in excess of 10 percent of the estimated total cost of the 
work or not in excess of the amount of the Government's contribution to the cost of property which is or 
may become subject to disposal as provided in Article 9(c), whichever is greater. The Government will 
make its contribution on the basis of the monthly vouchers referred to in Article 7(b), but all payments 
by the Government are provisional only, subject to audit, until the account between the Operator and 
the Government is finally audited and settled. "Costs incurred" mean costs that have been paid or have 
become due and payable, or that in the opinion of the Government have become an obligation. The Gov-
ernment may make payments directly to independent contractors and suppliers for the account of the 
Operator rather than to the Operator. 


ARTICLE 6. Estimated costs.—(a) Categories of costs.—The allowable costs of the work to which 
the Government shall contribute are limited to those that are direct, reasonable, necessary, and that are 
estimated in Exhibit "A" by categories as specified in this article. If any category or subcategory is 
omitted from the estimate of costs, or if the word "none" is annexed to the listing thereof, costs under 
such category or subcategory are not allowable. Any excess over any estimate which is indicated as 
the maximum of any category, subcategory, or item, either as to requirement or related cost, and any 
excess over the estimated total allowable cost of the work, shall not be allowable. Any excess over the 
estimate of, any category, subcategory, or item, either as to requirement or related cost, not indicated 
as a maximum shall be allowable within the limit of the estimated total allowable cost of the work. To 
the extent that excesses over maximums other than the estimated total allowable cost of the work may 
be necessary for the performance of the work, the Operator shall incur such excesses for his own account 
without contribution by the Government; but except for any such necessary excesses in categories, sub-
categories, or items thereunder the Operator is not obligated to incur more than his agreed percentage 
of the estimated, total allowable cost of the work. 


To the extent specified in this article or in Exhibit "A" the following categories, subcategories, and 
elements thereof are maximums; but if not so specified either here or in Exhibit "A" they are not maxi-
mums, and may be exceeded within the limit of the estimated total allowable cost of the work: 


CATEGORY (1)—INDEPENDENT CONTRACTS.—Work to be performed under independent contracts 
(see Article 4(b)). The estimated total amount of this category and the estimated cost of each unit of 
work for performance under an independent contract are maximums. 


CATEGORY (2)—PERSONAL SERVICES. 
Subcategory (a) —Supervision.—All elements of this subcategory (number of supervisors, 


periods of employment, rates of pay, and total) are maximums. 
Subcategory (b) —Technical services.—All elements of this subcategory (number of technicians, 


periods of employment, rates of pay, and total) are maximums. 
Subcate gory (c)—Labor. 


CATEGORY (3)—OPERATING MATERIALS AND SUPPLIES.—Includes such items as drill bits and steel, 
explosives, fuel, pipe, power, small tools costing less than $50 each, timber, track. 


CATEGORY (4)—OPERATING EQUIPMENT. 
Subcate gory (a) —Rental .—T he number of each object to be rented [6 mine cars, 1 truck], the 


rate of rental [$100 per month, $5 per hour], and the total of this subcategory are maximums. 
Subcategory (b)—Purchases.—The estimated total of this subcategory is a maximum. 
Subeategory (c)—Depreciation.—A1l elements of this subcategory (time periods, rate of depre-


ciation, and subcategory total) are maximums. 
CATEGORY (5)—INITIAL REHABILITATION AND REPAIRS.—Estimates under this category include all 


requirements and related costs, such as labor, materials and supplies, and supervision at a rate not higher 
than provided for in Category (2), and shall not be duplicated under any other category. The estimated 
total of this category is a maximum. 


Subcategor'y (a) —Initial rehabilitation and repairs of existing buildings, fixtures, and installa-
tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum. 


Subcategory (b)—Initial rehabilitation and repairs of operating equip"inent.—The estimated 
total of this subcategory is a maximum.
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CATEGORY (6)—NEw BUILDINGS, FIXTURES, AND INSTALLATIONS (EXCLUSIVE OF MINE WORKINGS).—
Estimates under this category include all requirements and related costs, such as labor, materials and 
supplies, and supervision at a rate not higher than provided for in Category (2), and shall not be dupli-
cated under any other category. The estimated total of this category is a maximum. 


CATEGORY (7)—MIScELLANEOUS.—Repairs and maintenance (other than initial) of operating equip-
ment, analytical work, prints and other reproductions, accounting, Operator's share of payroll taxes, 
liability insurance covering employment, travel, communications, and any other items of requirement or 
cost that do not fall within any of the first 6 categories. 


THE ESTIMATED TOTAL ALLOWABLE COST of the work is a maximum. 
(b) Nonallowable costs.—The following costs are not allowable for contribution by the Government: 


(1) Costs of the land, such as rental, depreciation, depletion, or other cost of acquiring, owning, 
or holding possession; 


(2) Indirect costs, such as general overhead, corporate management, interest, taxes (other than 
payroll and sales taxes), insurance (other than liability insurance covering employment), damages 
to persons, damages to property (other than necessary repairs or replacements of equipment or 
other property used in the work); 


(3) Previous work performed or costs incurred before the date of this contract; and 
('4) Deferred pctyments.—Any costs incurred by the Operator under any rental-purchase agree-


ment, installment-purchase agreement, or any agreement for the purchase of goods under the provi-
sions of which payment of the full purchase price is deferred more than 90 days from the delivery 
of the goods; unless the purchase agreement is approved by the Government in writing. 


(c) Reduction,s in costs.—The Operator shall account for and give the Government credit for any 
incidental benefits, credits, or money received in the ordinary course of business in prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the Govern-
ment contributes to costs; and such amounts shall be treated as a' reduction in costs incurred so that 
they are available for use within the limit of the original estimated total cost. This provision does not 
apply to receipts frOm production which are subject to the Government's percentage royalty under the 
provisions of Article & 8 


ARTICLE 7. Reports, accounts, audits.—(a) Operator's records.—The Operator shall keep suit-
able records and accounts of the work performed and of any production in which the Government may 
have an interest; and shall preserve those with respect to work performed for at least three years after 
final payment by the Government, and those with respect to production for at least three years after any 
obligation to pay royalties to the Government has terminated. The Government may inspect and audit 
said records and accounts at any time, either by itself or by a certified public accountant. If the Gov-
ernment elects to audit said records and accounts relating to the exploration work by certified public 
accountant, it may do so as a cost of the work to which the Operator shall contribute. The Comptroller 
General of the United States or his representative, until the expiration of said three-year periods, shall 
have access to and the right to examine any pertinent books, documents, papers, and records of, the 
Operator. All of the Operators vouchers and records and accounts relating thereto and the Govern-
ment's payments thereof remain subject to adjustment until final audit by the Government. If work 
under this contract is carried on in conjunction with any other operations, or if labor, supervision, 
services, materials, supplies, equipment, facilities, or other requirements for carrying on the work are 
also used in connection with other operations, the costs shall be segregated and accounted for on a basis 
and by methods and accounts that are satisfactory to and approved by the Government. 


(b) Progress reports and vouchers.—The Operator shall provide the Government with five copies. 
of monthly progress reports in three sections as follows: (1) Operator's Monthly Report and Voucher• 
showing detailed costs incurred during the reporting period; (2) Operator's Unit Cost and Progress 
Report showing the various types of work performed during the reporting period and costs incurred for 
each type of work; and (3) a Narrative Report of the work performed during the reporting period includ-
ing adequate engineering-geological maps or sketches, drill hole logs and locations, and assay reports on 
samples taken concurrently with advance in mineralized ground. (Forms for reporting under (1) and 
(2) above will be provided by the Government.) 	 .	 .
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(c) Final report.—Upon completion of the work or termination of the Government's obligation to 
contribute to costs, the Operator shall furnish the Government with five copies of a final report (in 
addition to the final progress report and voucher). This final report shall include a geological and engi-
neering evaluation of the results of the work performed under the contract with an estimate of the ore 
reserves resulting from such work, complete assay data, adequate geological and engineering maps or 
sketches, and a summary of the work performed and related costs incurred. 
, (d) Report of sales.—The Operator shall provide the Government with suitable accounting and 
documentary evidence covering all production to which the Government's percentage royalty relates, such 
as copies of smelter or concentrator settlement sheets, and certified accounts of production and sale or 
other disposition of production. 


(e) Compliance with requirements.—If in the opinion of the Government any of the Operator's 
reports, records, or accounts are insufficient or incomplete, or if the Operator fails to make them, the 
Government may procure the making or completion of such with suitable attachments as an expense of 
the work to which the Operator shall contribute. The Government may withhold approval and payment 
of any vouchers relating to insufficient or incomplete reports, records, or accounts. 


ARTICLE 8. Repayment by Operator.—(a) Certification.—If the Government considers that a 
discovery or development from which production may be made has resulted from the work, the Govern-
ment, at any time not later than six months after a sufficient final report and final account (see Article 
7) has been rendered, may so certify in writing to the Operator. Such certification shall describe broadly 
or indicate the nature of the discovery or development. 


(b) Royalty on production.—The Operator, as principal if the Operator is the producer, or as surety 
if the Operator is not the producer, shall pay to the Government a royalty on all minerals mined or 
produced from the land, as follows: (1) regardless of any certification of discovery or development, 
from the date of the contract until the lapse of the time within which the Government may make such 
certification, or until the total net amount contributed by the Government without interest is fully repaid, 
whichever occurs first; or (2) if the Government makes a certification of discovery or development, 
within a period of ten years from the date of the contract, or until the total net amount contributed by 
the Government without interest is fully repaid, whichever occurs first. 


(c) Basis for computation.—The Government's royalty shall be a percentage of the gross proceeds 
(including any bonuses, premiums, allowances, or other benefits) from the production sold, in the form 
sold (ore, concentrates, metal, or equivalent), at the point of delivery (the f. o. b. point) ; except, that 
charges of the buyer arising in the regular course of business, and shown as deductions on the buyer's 
settlement sheets, on account of the cost of treatment processes performed by the buyer, sampling and 
assaying to determine the value of the production sold, and freight paid by the buyer to a carrier (not 
the Operator), shall be allowed as deductions in arriving at the "gross proceeds" as that term is used 
herein. Any costs of treatment processes, sampling or assaying, or transportation, performed or paid 
by the Operator or by anyone other than the buyer, are not deductible in arriving at the "gross proceeds" 
as that term is here used. The term "treatment processes," as here used, means those processes (such as 
milling, concentrating, smelting, refining, or equivalent) applied to the crude ore or other production after 
it is extracted from the ground, to put it into a commercially marketable form; excluding fabricating or 
manufacturing. 


(d) Unsold production.—If any production (ore, concentrates, metal, or equivalent), after the lapse 
of six months from the date the ore was extracted from the ground, remains neither sold nor used by 
the Operator in integrated manufacturing or fabricating operations (for instance, if it is stockpiled), 
the Government, at its option, as long as it so remains, may require the computation and payment of 
its royalty on the value of such production in the form (ore, concentrates, metal, or equivalent) it is in 
when the Government elects to require computation and payment. If any production is used by the 
Operator in integrated manufacturing or fabricating operations before the Government makes its elec-
tion, the Government's royalty on such production shall be computed on the value therof in the form in 
which and at the time when it is so used. "Value" as here used means what is or would be gross income 
from mining operations for percentage depletion purposes in Federal income tax determination, or the 
market value, whichever is greater. 


(e) Percentages of royalty.—The percentages of the Government's royalty shall be as follows: 
One and one-half (1½) percent of amounts ("gross proceeds" or "value") not in excess of eight 


dollars ($8.00) per ton of production in the form in which sold, held 7 o ud, pl one-half (½) 
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percent for each additional full fifty cents ($0.50) by which such amounts exceed eight dollars ($8.00) 
per ton, but not in excess of five (5) percent of such amounts. 


(For instance: the royalty on an amount of five dollars ($5.00) per ton would be one and one-
half (1½) percent; on an amount of ten dollars ($10.00) per ton, three and one-half ( 3½) percent.) 


(f) Time for computation and payment.—The Government's royalty shall be computed and paid 
currently upon each lot sold, held, or used in integrated operations, as the case may be, as above provided 
in this article. 


(g) Lien for payment.—To secure the payment of its percentage royalty, there is hereby granted to 
the Government a lien upon the land or the Operator's interest in the land and upon any production of 
minerals therefrom, until the royalty claim is extinguished by lapse of time or is fully paid. 


(h) Notice to purchasers.—The Operator shall give notice of the Government's claim for royalty 
to any purchaser of the production, and shall authorize and direct such purchaser to pay the royalty 
directly to the Government and to furnish the Government with copies of the settlement sheets. If the 
records of any production and sales or other disposition of production, whether the production is by the 
Operator or by others, are not made available to the Government, the amount of the royalty may be 
estimated by the Administrator, Defense Minerals Exploration Administration, or his successor, and his 
estimate thereof shall be final and binding upon the Operator. 


(i) No obligation to procluce.—Nothing in this contract is to be construed as imposing any obligation 
on the Operator or the Operator's successor in interest to engage in any production operations. 


(j) Government not obligated to buy.—Nothing in this contract shall be construed as imposing any 
obligation on the Government to purchase any minerals mined or produced from the land. 


ARTICLE 9. Interests in purchased property.—(a) Title and ownership.—A1l costs under this 
contract shall be incurred by the Operator in the Operator's own name and for the Operator's own 
account; but any property acquired to the cost of which the Government contributes shall belong to the 
Operator and the Government jointly in proportion to their respective contributions, although title thereto 
shall be taken in the name of the Operator. 


(b) Preservation of property.—Until the final disposal of any property in which the Government 
has an interest the Operator shall preserve and protect same for the best interest of the Government, any 
reasonable and necessary costs thereof to be treated as an allowable cost of the project. After the com-
pletion of the work or termination of the Government's obligation to contribute, or when such property 
is not in use for or needed for the work, the Operator shall neither use it without the written consent of 
the Government nor without paying a reasonable rental to be fixed by the Government for its interest. 


(c) Disposal of property.—Upon the completion of the work or termination of the Government's 
obligation to contribute to costs, or when the property is no longer needed for the work, the Operator 
shall promptly dispose of salable or salvageable property in which the Government has an interest for 
the joint account of the Government and the Operator, either by return to the vendor, by sale to others, 
or purchase by the Operator or the Government at a price at least as high as could be obtained from 
others, unless the Government in writing waives its interest in any such property. Without advance 
approval of the sales price by the Government the Operator shall not sell at any price any item of property 
the cost of which was more than $500, and shall not sell at less than 25 percent of the purchase price any 
item of property which cost $500 or less. The Government, in lieu of approving the sales price for any 
such item, may itself purchase the item at the best price which the Operator is able to obtain or himself 
cares to give. Property remaining upon any termination of the work shall be considered in groups or 
categories (such as drill steel, or explosives, or pipe, or rails), and if the original cost of the remaining 
unexpended portion of any such group or category is les than $50, the Government waives its interest 
therein. If necessary to accomplish the disposal of any item the Operator shall dismantle and sever it 
from the land, the cost thereof to be treated as a cost of the project. 


(d) Default of the Operator re disposal.—If within 90 days after the completion of the work or ter-
mination of the Government's obligation to contribute to costs, or after the property is no longer needed 
for the work, or after such further time as the Government may in writing allow, the Operator has failed 
to sell or otherwise liquidate or dispose of any property in which the Government has an interest, the 
Government, at any time prior to final settlement under the contract, may pursue one• of the following 
two courses: (1) the Government, by written notice to the Operator, may place upon such property what 
in its opinion is a fair valuation thereof, not in excess of the cost less 1.66 percent per month from the 


10-70617-1







S	 S 


date such property was purchased under this contract to the termination of said 90-day period; and such 
property shall thereupon be considered and accounted for as having been purchased by the Operator at 
the valuation so fixed by the Government; or (2) the Government may enter and take possession of such 
property wherever it may be found, and remove and dispose of it for the joint account of the parties. 


ARTICLE 10. Termination of the Government's obligations.—(a) If in the opinion of the Govern-
ment operations at any time have failed to achieve anticipated results that indicate the probability of 
making a wärthwhile discovery, and in the opinion of the Government further operations are not justi-
fied, the Government may give the Operator written notice thereof, and:thereupon: (1) the Government 
shall be free of all ob1igatin to contribute to costs not then incurred other than sUëh as may be allowable 
under the provisions of the contract as necessary and incidental to winding up, reporting, and accounting; 
and (2) the Operator shall be free of all obligation to prosecute the work other than such as may be 
necessary and incidental to winding up, reporting, and accountirg. 


(b) If in the opinion of the Government the Operator is in any manner in default under the terms 
of the contract, the Government may give the Operator written notice of such default with a specification 
of reasonable time within which the default must be cured; and if the Operator fails to cure such default 
as required, thereupon: (1) the Government shall be relieved of à11 bb1igation to contribute to costs not 
incurred when the notice was given, other than such as may be allowable by the provisions of the contract 
as necessary and incidental to winding up, reporting, and accounting; and (2) the Operator shall be free 
of all obligation to prosecute the work other than such as may be. necessary and incidental to winding Up, 
reporting, and accounting.. The remedy provided for the Government in this paragraph "(b)" is in addi-
tion to any other remedy provided in this contract, and in addition to any. other remely the law may 
provide for breach of contract. 


(c) The giving of any notice by the Government under the provisions of .this Article 10 shall not 
affect the Government's rights as provided for in the contract with respect to a percentage royalty, and 
such rights shall be fully preserved. 


ARTICLE 11. Notices to be given by the Government may be delivered to the Operator, or may be 
sent by registered mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing. 


ARTICLE 12. Officials not to beneflt.—No member of or delegate to Congress or resident commis-
sioner shall be admitted to any share or part of this contract or to any benefit that may arise therefrom; 
but this provision shall not be construed to extend to this contract if made with a corporation for its 
general benefit. 


ARTICLE 13. Changes and added provisions.-
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Executed in sextuplicate the day and year first above written. 


THE UNITED STATES OF AMERICA 	 I? 


	


Matthews Mining Company	 By


Exploration Administration 


By------------------------------------------------------------------------
(XXX)	 Partner 


By
Partner 


By------------------------------------------------------------------------------------
Partner 


By_
Partner


, certify that I am the 
--------------------------------------------------------------------secretary of the corporation named as Operator herein; 


that ---------------------------------------------------------------------------------------------------who signed this contract on behalf of the 
Operator, was then ------------------------------------------------------------------------------of said corporation; that said contract 
was duly signed for and in behalf of said corporation by authority of its governing body, and is within 
the scope of its corporate powers.


[CORPORATE 
[ SEAL 


U. S. GOVERNMENT PRINTING (FFICE	 1670G171
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EXPLORATION PROJECT CONTRACT 
MATTHEWS MINING COMPANY 


DOCKET NO. DMEA_4348 


ANNEX I 


The property referred to in Article 2 of the contract 
form consists of 20 unpatented lode claims located in Sections 3,. 
4, 5,. 8, 9, and 10 of T 16 5; R 10 E MDBM, San Benito CountyCalifor-
nia.	 The Operator is the owner of 16 -of these claims and 1essee of 
4, as indicated below..	 The location notices for these claims are 
recorded in the Recorder's--Office at Hollister, San Benito County, 
California, at the Book and Page Numbers indicated. 


Name of Claim - Book Page 


West Clough #1	 . 220 209 
West Clough #2 220 205 
West dough #3 x/ 220 211 
West dough #14 214 591 
East Clóugh #1	 / 220 207 
East dough #2	 /	 . 220 193 
East dough #3 220 215 
East dough #4 220 191 
East Clough#5	 . 220 203 
East dough #6 220 195 
East dough #7 220 213 
East ClOugh #8 220 201 
North Canyon 220 199 
Wild Goat	 -	 . 222 109 
Juniper Flat 220 197 
Rattler No.	 1	 .. 214 501 
Rattler No. 2 214 503 
Rocky Peak 214 593 
Rattler No. 3 214 405 
Rattler No. 14 . 222 107


/ East dough Nos. 1 and 2 are held under lease dated 1/2/57, from 
E. A. and Sarah C. Matthews, recorded in Vol. 229, Pages 528-532. 


V East Clough No. 14 and West Clough No. 3 are held under lease dated 
5/19/56 from Aelred and Grace Matthews, and Ray and Evelyn 
Winterhalder, recorded in Vol. 229, Pages 524-527. 







M'-2O5	 ______ 


(Combines and supersedes MF-.'and MF-203) 


June 1956


overnment 's Use Only 


EXPL''A'TION PROJECT CONTRACT 


Operator__ 


Docket No, DMEA-______________ 


Contract No. 


Contract Dat	 1 


CONSENT TO LIEN 


and 


SUBORDINATION AGREEMENT 1/ 


To the United States of America: 	 Iz1 


certain land in the County of	
San 


in leases 
described	 as follows:


Referring to that 


California
tate of 


Lease dated May 19, 1956 and recorded in Vol. 229, Page 524 to 527 


inclusive, Official Records of San Benito County, and lease dated 


January 2, 1957, recorded in Vol. 229,. Page 528 to 532 inclusive, 


Official Records of San Benito County,. 


which is.the subject of a proposed explorationproject contract, hereinafter called the "contract," 


With the United States of America, hereinafter called the "Government;" in consideration of the 


contract and as an inducement to the Government to enter into it, the undersigned hereby--


1. Under


	


	 esand •agrees that property in which the Government may acquire an interest 
.. 


or equity under the,?.ontract may be dismantled, severed from the land, and removed, as may be pro-


vided 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; 


2. Grants to the Government a lien upon all of the undersigned's right, title, arid 


interest in the land and upon any production. of minerals therefrom, to secure the payment to the 


Government of a percentage royalty on production as may be provided for by the Contract; 


3. Subordinates the undersigned's right, title, claim, or interest in or against the 


land and in any production therefrm to the rights of the Government under the contract with respect 


to royalty on production and liens to secure same;	 - 


4. Represents and undertakes that there is no claim, lien, or encumbrance upon the 


undersigned's right, title, claim, or in .terest in or against the land other than the following: 


(If "none" insert the word "none.." Do not leave lines blank.) 


NONE 


NONE 


NONE	 . 


/ Mining or 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 (b) strike out the words "as follows" 


and insert "in a lease [or contract, deed, or other document] dated _______ 	 _____________ 


and recorded in Book _________ , Page 1	 , official records of saidcounty." If (b) 


is used, the book and page of recordation cannot be dispensed with. If the space provided is 


insufficient,	 an 4nnec. and ççfr t the 4npec in the space,
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EXPLORATION PROJECT 'CONTRACT 
MATTHEWS MINING COMPANY 


•	 DOCKET NO. DMEA_L1348 


EXHIBIT "A"


Description of the Work 


The approximate locations of the work are shown on the 
map entitled "Figure 3 El Cajon Mine, San Benito County, California," 
attached hereto and made a part hereof. 


The work consists of the following: 


i. Excavate three trenches having dimensions averaging 
approximately 200 feet long by 15 feet deep by 23 feet wide, 
beginning at the points and extending in the directions given: 


No. 1 - From approximately 190' S 63° E of survey 
station G, S !O0 w 


No. 2 - From approximately 270' N 200 E of survey 
.station G, N 72 W 


No. 3 - From approximately 150" N' 650 E of survey 
station G, S 1.70 w 


The amount of excavation is expected to be approximately 
7500 cubic yards. 


2. Drill, blast, and clean bedrock toa depth of approxi-
mately 3 feet over a distance of. 150 feet in each trench. 


3. Sample all favorable mineralized zones in the trenches 
and analyze samples for mercury. 


The location, direction, inclination, and extent of all 
work,.and the method of sampling, aresubject to the approval 
of, the Government. 


Estimated Costs of Project 


Actual Costs 


Category (1) Independent Contracts	 None 


Category (2) Personal Services 


Subcategory (a.) Supervision 


1 Supervisor-Engineer @ $500.00/mo.	 • 
1 month	 $ 500.00







•


Subcategory (b) Technical Services. 


1 Bulldozer Operator, 20 days 
$2)4.00/day	 $ !i80.0O 


Suboategory (c) Labor 


2 Miners, 25 days each @ $20.00/day	 1,000.00 $1,980.00 


Category (3) Operating Materials and Supplies 


Explosives (3 trenches @ $350.00/trench ) $1,050.00 


Drill steel (3 trenches @ $75.00/trench) 


Fuel and lubricating oil for compressor, 
25 days @ $2.50/day 


Fuel and-lubricating oil for bulldQzer, 
20 days @ $6.00/day 


Category (it) Operating Equipment 


Subcategories (a) and (b) Rental and 
Purchase 


Subcategory (c) Depreciation 


1 Compressor, 1 month @ $100.00/moo' 	 $ 
(based on value of $6,000) 


1 Jackhammer, 1 month @ $8.00/mo. 
(based onva1ueof $4t80.00) 


1 Bulldozer, 1 month @ $175.00/mo. 
(based on value of $10,500 for HD-7). 


Category (5) Initial Rehabilitation and Repairs 


Category (6) New Buildings, Fixtures and In-
stallations 


Category (7) Miscellaneous


225.00 


62.50 


120.00 $1,1t57.5o 


None 


100.00 


175.00 $ 283.00 


None 


None 


Payroll Taxes, liability insurance	 $ 280.50 


Analyses 50 samples @ $3.00/sample	 150.00 


Maintenance and Repair of bulldozer 	 200.00 


Maintenance and Repair of compressor and 
jackhammer	 125.00 $_755.50 


Estimated Total Cost of Project	 $4,it76.00 


Government participation at 75 percent $3,357.00 


2
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Fir. Sptzng]er 1or, *etv Ofttcer 
D! !1eI Than, egton 11 
16o Evne vemie


te ic!et Do. LA	 - 
1&tthewa tning Coiipny 
1 Cjon !e 


Be!ELto çomt,. eiifortE 


pr.. Eteer: 


erence t te to oee L tth's te!!crani%u 
to	 date X*e 29, 1957, etti tt t the Aitcnt prefers 
L revisea Contrt on un.ft coit bzei; cna j te pertuero 
eree, bias f2rx re indereneent c ntrctos tor tij tie 
wo wfl be b,itted fo our	 4ertin. 


U these be zve not beer recMvea, it vo] be 
ible to iz5	 ibout the	 Uents iiteittou. 


we*z, unless futhe interest n the pi'ojept Ia eowu by 
a Dc3 tc	 $ng4x,	 y	 10 fr'iietnt, tLct 
rtd* ths c	 tmec we cre conaiderftig to p1ietth,n v 


beiu itMxm. !n thit ctse, plea5e return ci). epiee of 
t	 ted contrt to thto ofVtee. 


ieereZ	 rs, 


S. Mrt1 


ACTING 


Frank D. LamI 
' i	 r.	 rtrrLT. 
Meber, areeu at Nneø 


Thor U. Kiilsgaard 
MLU.L	 - -	 1	 - -rn: 


r!exber,. eoZogiel. rvey


JKopkins/d.lin 7-25.57 
cc to:	 Code koo 


•	 Admr. B. Pile 
-	 Oper. Comm. 


Y1'.	 G. II 
Messrs. J, 1, Pennington, USBM 


T. H. Kiilsgaard, USGS
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


Office of	 1605 Evans Avenue 
Executive Officer	 Reno, Nevada 


DMEA Field Team 
Region II	 Date June 12, 157 


Memorandum 


To:	 Operating Committee, DMEA, Interior Bldg 0 , Wash0, D 0 C. 


From:	 Executive Officer, DMEA Field Team, Region U 


Subject:	 Interim Inspection Report	 OFF8CAL FL G©P 


V	
Attached are four copies of Interim RT 	 tf JWk 14 9E 


AT	 rirri. 
• Docket No0 DMEA-4348 


Contract No 0 Idin-E106.9 (not1c	 I 


, Lcr'-
Commodity Mercury	 _____ 


Operator Matthews Mining Comparf	
iiiiii 


V	 Property El. Cajon Mine, San Benit	 ____ 


By Roscoe M. Smith. 


Dated May 9, 1957


S, Ricker 
Ex&cutive Officer 
DMEA Field Team, Region II 


Attachments '' 


Copy to: R0 M 0 Smith, USGS (w/copy of report) 
Finance Officer, Region II (w/copy of report) 
File
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UNITED STATES 


DEPARTMENT OF THE INTER 


GEOLOGICAL SURVEY 


Mineral Deposits B.ranc 
4 HOMEWOOD PLACE


MENLO PARK, CALiFORNIA


May 


To:	 S. Ricker, Executive Officer, DMEA rield Team, 
Region II 


From:	 Roscoe M. Smith 


Subject: DMEA-4348 (Mercury) 
Matthews Mining Company 
El Cajon mine 
San Benito County, California 


Please refer to your memorandum of May 22, 1957' 


to the Operating Committee,, and to Mr • E,, J • Matthews' 


letter' of April 16 to' you, with which he returned, unsigned all 


copies of the proposed. contract, 


in a conference' on May 23, Mr • Matthews stated 


that he still 'desires to explore the property with DMEA assistance, 


and expressed. his hope that a revise'd contract can be prepared. 


His objections' to' a Government lien on all four claims, 


expres se.d in his letter, were the' r'e sult of, a misunder standing of 


the significance of a lien and he now wishes to withdraw his 


objections, He still,has objections, however, to the complexity 


of the actual cost contract and to some of the items in it, In 


particular he objects to the depreciation allowance of $175.00 


1







S. 
per month because he would be unable to rent an HD-7 for 


that amount and his. present bulldozer is inadequate to handle 


a job. of this magnitude. 


At the conclusion of our discussion he stated. that 


he would prefer a unitcost contract, and if his parthers agree 


he will submit bids from three independent contractors fordoing 


the work which. amounts to 7500. cubic yards of trenching. 


I suggest that we hold the old contract until these 


bids arereceived.	 7q 


2
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UNITED STATES


DEPARTMENT OF THE INTERIOR 
DEFENSE MINERALS EXPLORATION ADMIN ISTRATION 


1605 Evans Avenue
Reno, Nevada 


May 22, 1957 


M em o rand urn 


To:	 Operating Committee, DME:A, Interior B 
Washington 25, D.. C. 


From:	 Executive Officer, DMEA Field Team, Region II 


Subject:	 Docket No. DMEA-4348 (Mercury) 
Matthews Mining Company 
El Cajon Mine 
San Benito County, California 


Reference is made to your letter of May 17, 1957 
relative to status of subject docket. 


Enclosed are two copies of a letter dated April 
16, 1957 from the Applicant. We have been holding this in 
abeyance until either Mr. Sheahan or Mr. Tatlock could in. 
terview the Applicant as he had suggested in his letter. 


In a recent discussion with Tatlock, Mr. Matthews 
confirmed the objection set forth in his letter of April 16th. In 
addition, inasmuch as he did not own an HD-7 bulldozer, he 
seemed to think that he could not comply with Category (4), Sub-
category (c).


Roscoe Smith expects to interview the Apcant 
unde ia 


Neithr	 eTiTp	 f the 
area should be deleted from that subject to. royalty. If this 
point cannot be resolved with the Applicant, we would recom-
mend that the proposed contract be withdrawn.







S	 . 


I, personally, believe that a minor contract of 
this kind could be handled more efficiently if it were possible 
to draw up the major part of it on fixed unit cost basis. 


For the present, we shall hold the contract here 
in abeyance.


S. Ricker 


Attachments
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MAY 17 1957 


Mr. Spøng3ar Riekr, Eeciit.ive Ottcer 
Th4E io1d Team, Region It 
16O vn* 
Eei,Jeada


R:
Matthews 1tLning Copa 
El cajon MLn 


G4tø	 ...i. Caf, 


ar It,. Rio rz 


Refei'enc is *d to our p4l 195? Zbflth1r I'epor't wbih 
states that copi.s of a pioposd contract on the mbject pro tr 
had been returred by the applicant w.tthot coenent, and not exectttød. 


If .7o baITe bad. uri.er	 d . tr*tI: appiLcnt, please. 
endeavor to aseert&In wby t1 cntac. wa 'nt. accepta.Ø. 


Szei yours, 


Gçorge C. Se1frM 


ai±Oatttee 


JHOPKINS:foc 


cc to: Docket 
Code )i.00 
Adrnr. R. File 
FT. REG. II 


Messrs. J. W. Pennington, USBN 
T. H. Kiilsgaard, USGS 


APPROVED: 
Frank D. 


F ber, Bureau of 


Thor H. Kiilsgard 


Member, Geolo4cal Sufey


'0623 
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1605 Evans Avenue	 CO 
• .	 . .	 Reno, Nevada	 3/	 4Ji	 o 


I/L'i idIoo 
March25, 1957 


Mr. Everett 3. Matthews	 • . 
•	


.	 Matthews Mining Company	 .	 . 
135 Vine Street	 ______ 
Holli*ter, California	 . .	 .	 -_ 


•	 . .	 Re: Docket No. DMEA4348 (Mercury) 
•	 .	 Matthews Mining Cmpany 


•	 ..	 ••	 El Cajon Mine 
•	 •••	 San Benito County, California 


Dear Mr. Matthews: 


Encloae4 are the original and Live copea of a proposed 
contract for an exploration program at the abovereferenced pro 
perty, signed by the Administrator for the Government, together 


•	 with Consent to Lien and Subordination Agreement, Annex. I. (One 
• .	 page), Exhibjt "A" (two pages), and one map. 


•	 .	 . U the terms and conditions of this proposed contract 
are satisfactory to you, all six copies should' be signed by you 
and your partners. The copy marked tQperator $ $ copy" should 
be retained by you and the original and other four copies should 
be returned to this office. 	 .	 ' 


if any part of this contract does not meet with your 
•	 approval, the originaL and all copies should be returned with 


your suggested changes. 	 . 


Very truly yours, 


S. Ricker 


	


•	 •	 Executive Officer 
•	 • •'	 ••	 DMEA Field Team, Region Ii 


•	 Ends. 
SRicker:ft 
ccJ Opr. Corn., DMEA, Wash., D.C. 


	


File	 •	 Chron 
RMSrnith
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•*.	 l.r R&.r, ecutiv'e flcer. 
Th4E* ?leld Te, Regise IX 
2605 evans £yenu 
Rano, sd.


OFFICIAL FILE COPY 


.J i' i


LiII 


L
•RØzQcket NO, D1A	 - Jrcnri


Itt1*vs Minig Cc*pany 
El Cajon }ne 
San ito County, Califorei* 


De*r 1&. icer': 


Encloea are the igtha d fjve copies ot a i'op°aed 
long fore contract lbr an ezjloration ogram at ths above referenced 
property, signed by the *inistratr for the Governaent, together 
vth Consnt to Lien and Subordination Agreer*nt, Armex 1 (1 pae 
Rjbit A* (Z pages), d I sap. wo extra copies ot Annex I, 
Exftibit 'A! L sap are en4os.4 ft: the use Of the 1ieZd ee*. 


1: the :, and :'ti of this':	 se contract are 
satisfactorj to you d the Operator, aU sIx copies should be 
signed by the Operator, and the usu52 c1itrthrtion sad.. 


If , pa' .t this proposed contract does nOt have either 
your approv*l or that of the Operator ai cannot be altered within 
your delegated autrity, the original sad all copies of the proposed 
contract are to be returned to this otLtce, tegethe with the proposed 
changes for conaideratio*. 


Under Artic1t(*) the starting date has been lft blank 
sad is to be ftl.d in wt the cttrect ie s: bi the 'rator. 


Since youre, 


George C. Seifridge c 
Ch, erat	 Cc:ttee 


JHOPKINS : foc 73/13/S7 
cc to: DocketV 


Code Ioo 
Admr. R. File 
Oper. Comm. 
FT. REG. II 


Nessrs. J. W. Pennington, USBM. 
T, H. Kiilsgaard, USGS


	


Frank D. Lamb ,	 I t 


b.r,ureeu of !ttneà\ 


Thor 13.. gjusgaard 


.bóz',	 ,lcgicil


8623 
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UNITED STATES
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


WASHINGTON 25, D. C. 


March 6, 1957 


EIi):7Miii.jRi 


To:	 Piles 


Prom: ?èlfaznes Hopkins, Mining ølngineer, Iron & Ferro Alloys Division 


Sub5ect : Coat data - Work sheet 
Docket No. DMR& 113)1.8 Mercury 
Matthews Mining Company 
San Benito County, California 


Bul1dozin 


Costs of bulldozing based on use allowance for KD-7 bulldozer 
owned by the applicant. R&-7 no longer being manufactured by 
Allis Chalmers. 


Factory price with blade	 $9,500.00 
Freight, etc., to California	 1.Q00.Q 


Total Coat	 $10,500.00 


Depreciation @ 2O a 1/60 of $io,00.00 - $175.00 per month 
Fuel and grease for 20 days @ $6.00/day = $120.00 	 - 
Maintenance and. Repair for 20 days $10.00/day = $200.00 
Bulldozer estimated to remove 375 cu. yds. per day of 8 hours 


DriUin and Bias tin 
Based on Compressor cost of $6,000.00 and $1180.00 for Jackhammer 
and use allowance for one month 


1/60 X7 $6, LI80 $108.00 use allowance 
Gas, oil and grease 25 days @ $2.50/day $62.50 
Maintenance and Repair 25 days @ $5.00/day = $125.00 


Payroll Taxes 


Are estimated at slightly over lLI of Payroll.







tMEA Foin7	 . 
(12-.6)


March 6, 3957 


(Jt?JCJAL ?ILt CC7PY 


•Dte Surname co] 
3/5 Lloo 


3/5 1O0


••# .	 -	 c 


Iron;;
	


J$ H0pkfl5 1flifl: ngineer, fron & lerro A11ot$DIviejon 


Stb4 et. Cost data Work eheet 
Do*et No, & k348 
Matthews Mining 0o*par 
San Benito (OUflty California 


Coits of btUdoxtw bae41 on ne a31 wanes, for HDu. 7 but1o*.r 
owned by the qp3.ieant. H7 no longer being nanufactured b3 
AUja. halmeri. 


aCtory priCe with blade	 $950O00 
Prejt, etc, to CalUornis	 J000p 


Total Cost 


Uepreclatjon 2$ 1/60 of $10,500.00 *; $1?5.*O' per month. 
?uel and greaee fo? 20 days $6.00/dat $X20.00 
Maintenanc, and Pepair for 20 days *10.0G/di $200.00 
Bulldozer estimated to remove 375 cu. yd*. per day of 8 hours 


I 
• Baaed on. Cospreesor cost of $6.()0o.0O end *80.00 for Jackhammer 


and use aUowanee for one eonth 


l/6( Z$6so * $108.00 ale owanee 
G*. oil and crease 25 days $2.50/day $62.50 


intenance and Reps1r 25 dsi. $5.O0fdsy $125.00 


Are eattasted at sightj over 1I of Payroll.


8623 
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Exploration 'roject Contract 
Kattlzsvs Kining 0ompacy 
Dooket Uo. 


ZXHXBT 


øioriptton of the Work 


. prozate locatton :f	 i* ihom on the m 
entitled "gure 3 l Cejon Mine, $azz Bonito Count7, Ce3.tfernS.s 


1A	 • fte!aI227* attached hei' to end i5de * pP't hereof. 


The wo* consists. of the fóovin: 


2. rcavate. three trnfløhee having sproxteiste diinenstone 
of 200' X 15' X 23 • (eve.) beginning at the following point* end ex.. 
tending in the given dir.ttons' 


o. 2 M 190' 563i of eur4ey station $ l0 W 
No. 2 At 270' N2O0' of survey stttii 0 U ?2° *1 
io.3 At 250' $45 of eurviy station G S t7° V 


ot*l ,rednge to be excevnted eroztate1y 7500 ctt. 7d*. 


2. Drill, blast ad cle*n• bethobk tø a depth of sppro*imate3,y 
3 feet over diat5nøe of 250 feet in each trench. 


3. 8a1e elI, feorable inera3ftd 'sones in the trenches and 
ene3ae enles for ierczry.. 


L'he location,, directIon, tnclinatlon zud oztent of U work 
together with nethod of eemplin,j ae subject to the apron of the 
Government.


7sttmated Cp t of	 ojeot 


2.	 Züdeendeut Controcts Ions 
2. Labor and Suparijeton 


2 8tnere 25 days each	 $20.00/day $2,000.00 
2 8upervieion4nrneer 4 $500.00/mo. 	 2 month 500.00 1 )szlldour Operator 20 days	 $2LI.00/aey r4&69i9 


$1,980.o0 
3,. Operating Mtertals en 


Explosives • 3 trenches 0 $350.00/trench $1,050.00 Drill Steel 3 trenches 0 $?3.00/tneh 225.00 
Yuel eM lub. oil Compressor 25 days 	 $2.50 62.50 Puel end lub. oil 1ulltes, 20 dr*	 $6.00 


Oub-9ot].
_______ 
$1,457.50 


Zj	 Opernttng	 qutpet 
Compressor and Jschsser 


Us. allowance I months $208.00 ]08.o0 34osI2; 
Uee allowance I month	 $a?5.00 l7.O0 


bze.00 2 -







• 
E4oyationxó.ct Contrect 


)tetthswa ?4tn&n	 Co*Øiy 
DoCket No.	 DM	 Z14P8 


ethtated Cost ot project 


Aetnal.	 (Cent 'a) 


5. 1 ebbflitatjon and Repair 
Non*	 .	 . .. 


6, New Thifldlngs, Xiprcw.*enti, Stc. 
None NoflQ 7.	 141.aceU.I:eous	 .	 . 
Payxo11 Taxes, Inersnce, etc.,	 14 (rounded) $278.50 
.&naisee 50 sainpie	 G $3.00 150.00 
Matnteence and 1epair Bulldosez' 200,00 
J4a-intenaace and Repair Compreaaor and Jsckhauner 25,Qq 


$ub-I'otai 


8.	 Cofltt*tgonote$. 
Non* 
etiniate4 Total Co*t $11,Ii76.00 


GOverninent	 .:tictpat1.on	 ?	 oercen4 $3,257.00 


•	 .	 .,, .	 Th	 t	 z'efeed to Mticie XXX ot the contiact con. 
eis.bs of 20 unatented lode caimn located in Sections 11,9,8,3,5 end 
10 in	 16	 ; B 10 B 1DL	 ¶hese claiing are z'ecorted in the Recod•r'a 
office, Hoilteter!, San 3entto County, CaLtfornta, at the Book SM 'age 
mimbeze I 


Naine o	 Clale ____ ___ 


• 20 209 
2.	 .	 .	 .	 .	 . 220 205 3.	 *3' 220 


0 .	 . 2I 591 
4) 5 East Olout,h #1 220 207 


220 193 


220 25 


#4	 .. .220 191 


#5 220 2o 


b
#6	


0 


.	 .	
.	 .


220 


220 .	 233 
#8	 • 220 201 


North Canyon 220 199 
Wild Goat 222 109 
Juniper Fiat 220 19? 
Rattler! No. 1 21'I 501 


*	
NO. 2 21'i 50, 


Ro0r .	 2311 593 
Rattler Xo. 214 4o 


'	 N.c..4. 222	 .. 30? 


Bait C1cnst	 • Held undApr reco*ded lease dated 1/2/1957 
Rant Clough No. 2)	 Vol. 229, Page 52$2 
$$t	 1Oug	 O.	 id under recorded lease dated 5/19/1956
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M1. 3.	 FEB 28 1967 5L.31 CUBSID! ROAD	 V 


	


LLIaTflP, CIIFOR*	 / 
3/i _______ 


ADVi$ tb' iWPJEWS MXNX Co	 Ta CWi?oiATZON	 RrNPiRSEtP. Z 


Co&?xo AIS WTT TA I	 fl AJD AMS AD IBF3 


O OY1'IC$.	 13? OOBPORATIQN aora L&SS !!tY$'2	 £SSXGD O 


cc'cR&TX0N 4D COPE QP	 BI1L US FOB DocT M& 


o .	
(	 - 


t. 0. 
AD1INIS'IRAT0B, D'ENS 
ExPLoRPTION 


JHopkins :am 2257 
cc to: DocketY 


Code1400 
Athnr. Bead. Pile 
Oper. Coirmi, 
FT BEG II 


Messrs. A, McMahon, USBM 
T, ICiilsgaard, USGS


de I 


L1.00 


120 


110 


100 


220 
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UNITED STATES 


DEPARTMENT OF THE INTER 
DEFENSE MINERALS EXPLORATION ADMIN ISTR 


1605 Evans Avenue
Reno, Nevada 


February 21, 1957 


Me m o r and urn 


To:	 Operating Committee, DMEA, I 
Washington 25, D. C. 


Froth:	 Executive Officer, DMEA Field Team, Region II 


Subject:	 Docket No. DMEA- 4348 (Mercury) 
Matthews Mining Company 
El Cajon. Mine 
San Benito County, Galifo.rni.a 
(Y.our letter of February 18, 1957) 


Enclosed are copies .of two mining leases cover-
ing Eaät Clough No s • 1, 2, and 4 and West Clough No • 4 
mining claims and six Copies of Owner t s Consent to- Lien and 
Subordination Agreement. 


These documents arrived February .21, 1957 and 
I trust they are in order.


S. Ricker 


Ends.1







IH. -


riCOP( 
•	 •


Iveinie 
Reno, 


'ebzusry 21, 1'57 


Memorandum 


To:	 Operating Committee, 1)MEA, interior Building •	
Washin ton 25, D. C. 


• From:	 ecuUve Officer, DMEA Field Deem, Region it 


Subject: •. 1)ocket No. DMEAa 4348: (Mercury). 
Matthews Mining Company 


•	 •	 El Cajon Mine • 
•


	


	 San Benito County, California 
(tour tatter of February 18, 1957) 


Enclosed: are copies of twomining leases cover 
ing1astCiough Nos. 1,2, *z44 and WestCiough No.4 
mining claims and *1* copies of Owner's Consent to Lien and 
Suborlination Agreement. 


The*e documents arrived rebruary 21, 1957 *ud. 
I trust they are in order.


S. Xticker 


Ends.
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THIS MINING LEAE rnare tis 1id d	 of	 l97, r and 


between E. A. MATTH*S and SAH C. ATThS., his wife of 54fl Sth-


side Road, Jto1lister, San Be1to Cointy, California, hereInafter 


called 'LESS0RS", and JA.S D. MATTFWs r 930 Si Befto street, 


EDWARD S. MATTWS of 5431 Soithside Road, and E\ERETT J. MATThEWS 


of 15 Vine Street, all of Eoi1iste, 8an Benito County, California, 


hereinafter called "LESSES", 


WITNE$SETH:. 


Tt.mt the lessors for anLd in consideration of the roalties; 


payments, cOvnants and agreements, hereinafte contatmed, on the 


	


part and ehalf of lessees to be paid, kept and 	 rned, . 


hereby lease unto the lessees all their right, title arid 	 ee.&t 


in the following described cla1ms situate in See%ion 4., Townsp 


16, South Range 10 East, in the County of San Bnriito, Ste 


California, as follows, to-wit: 


EJL ONE: The East Ciough No. 1, described as toUows: 


Beginning at a location notice and tree whiei 
end of center line of claJrn, thetce running Soiith Ø eet 
to tree which is the Southwest corner of claLrn, Me4ce 
running East 1500 feet to tree which is the Solthe3st 
corner of claim, thence running North 300 feet to a 41'ee 
which is the East end of ce-iter line of claim, thence 


	


running North 300 feet to tree which is the 	 rthat 
corner of claim, thece running 1500 feet West to a 
which is the orthwest corner of claim, hence Soh0 


	


feet to notice and oint of beginning	 This clattii Ls 
located in Section 4, TownshIp 16, S R 10 E , a$id 
Contains approxir11t4ely 20 acres


. 
PARCEL TiWO: The East Clou.gh o. 2 described• as fQWS 


Beginnin,g at a locationnoie oi a tree at the7WØ. 
of center line of ciim?, he-ce r .lirrniMg SiouVh' 3®e	 e 
a tree which is the o hwest corner of claim, tce, 
running East 1500 feet to a 	 wh;ich.is	 oeast 
corner of claim, thence ñoi I	 fe1ft'ó a't-e	 is the 
East end of center lino claLrn, 1tiLieiñe Nor	 3@Ofeet to 
tree which is the iorteat corner o"f"c]aIm, 
Jest 1500 feet to tree which is,herIo1rth4t corner of 
claim, thence • 1q .	 3.00 iiLt o	 a n 
point of beg.iniin..	 clai	 S	 in	 : Townshi p 16, S R lOL ranid coita,.ua's	 20 bres,'r 


covering all 1neral in, nder and upon sid m;nin ciátirns',	 ' 


hereby giving to said I.esse'es theexc1iisdve right and


- 


ZL 


j.
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of *iaL 3*id i&ids ad °:4	 .	 . . 
.*o UC	 t	 PfOI :h	 a r!d 


oo by 1esoii &nd	 5Iës t'b	 's€i J®$ 


air*IQ4 O1&L* o, eaid	 OSy 1ea	 thr, rigi(t;4e)r 
td a1.thg o1*i*	 d' ftie tevi4 s:riaie - 


?o hae ad to ho	 iiii	 t4,e- a1 'sjee ii®p , 


bsn (10) luts, fro th ake .ref ad	 1o.rig hè	 er 
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*) eo work and mie s)&Ld	 n%Ir3, a!s) and	 trø the d ate of	 ie,a'se; t wreL. 4d 
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0 amid saks .o, te o ob s aj a &ght of way arid to 	 a *L	 saj	 rneJcemeir.it date4 be tba d a	 tb loLO Uj 1 the orop a1em	
tadwa bt. b..0 ob*.ô	 It i ai	 ita 


in bi I.s PlazpJh	
t or tb.
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te amouflt ®f ore skj0, sold







v
)	 _.A.,w. 


VOL ?29 PAGL5JO 


or treated, and the anount of money r eceived from the s ale of s aid 


ore, or the values extracted therefrom. 


5) That from and out of the values obtained from the 


ore so extracted, which may be found in, on or upbn said mining 


claim or claims and reduced, treated, sold or shipped, said lessees 


will pay to lessors ten percent ( 10%)' of the gross proceeds thereof. 


Said payment shall be made by the 15th day of each month, accounting 


for the moneys received for the month prior, and on the 15th day of 


each month said lessees shall deliver to said lessors statements of 


all ores extracted from said mine or mines which have not been shipped, 


sold, treated or reduced. That a duplicate of all mill, smelter or 


retorter returns shall be furnished by the mill owner, or the 


owner of the smelter or retorter to said lessors, and that said books of 


account shall be open at all reasonab	 times to said lessors and 
their representatives. 


6) It is further agreed and understood by lessors and 


lessees that the lessors shall negotiate for said roadways 


necessary for the convenient transportation of said ore and develop-


ment of said mines, but if there is a rent to be paid for said 


roadways, said lessees shaLl pay the s ame. 


All equiipmerit and material placed on said premises by 


the lessees shall be the prop rty of the lessees and at the 


expiration of this lease, or any sooner termination thereof, 


lessees shall have the right to r emove the same; together with houses 


or other structures that may be found necessary or desirable shall 


be the Property of the lessees and lessees shall have the right to 


remove at anytime during the term of this lease or any sooner termination 
thereof.


7) Lessees further agree to do all discovery work and 


assessment work necessary on the claims above described in behalf 


of lessors and to prepare, file and record said assessment work 


done at the proper time and in the proper manner. 


3.
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8) Lesseesfurtber agrefe to keT&p at al t1ms the d>i*s,. 


shafts, tunnels and other passages andwokirFgs of said demised 


pr,ises thoroughly drained and clear of rough rock and rWbisi e'f 


all kinds.


9) Lessees agree that they will pay, prior to delinqueney, 


all taxes which may be assessed agaitst Ie;ssees' equipmeMt 


and the property brought upon said leased premises by lessees, and 


that said lessors agree to pay, prior to delinquency, the taxes on 


the one-tenth interest which lessors shall receive. 


10) Rhe lessees agree to carry adequate liability id 


property d.aage insurance to protect the lessors from all rpeibilit 


and liability arising out of this lease. 


And finally upon the brech of any covena.t or agretet 
herein reserved by said lessees and after lessors have g®t-


five (45) days' notice, if said lessees do not correc saiJiah 


within said Zorty-five days, this lease can be autornatica1 


by said lesors and said lessors or their agent may ion dM €f he 
premises enter upon said premises and dispossyess all 
the same, with or without process of law. 


Each and every clause or covenant of this lease we 
the contents require it shall extend to and include the hirs a 
assigns of the lessors and the executors, admiMistp 8 al-ajjns 
of the lessees. 


It is agreed and uiderstood by lessors and 1 s,shiat IM 


October 18, 1955 the lessors ptuchasd a.l thei right, ti 
interest In said lease from 	 wod a N1e p	 ujs 
wife. Said deed was recordOd	 t1ie rqest ®f 


October of 1955 in Volume 27 f Offica ãcØrds, 


County Records. 


	


It is further agreed and iwer	 y ess	 lejrs •	 L that that certain minitag Leasre dated	 il 7 tl95	 a1td beij r> H. V. U 4ewood arid Nelije 	 Ii	 a	 IL ..,	 ard' Sarah C Matthews, his w if8, ther-e	
ad anes	 : gdward S Matthews and Everett j	


l*j,d: 


	


-	 ____j	 --	 ,-
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recded Wa19, 49t44roquestofJohnT 


24o,f	 page 166, San Benito 


herelby canc1e
_Q 


S 1iVRiE-® F, the p ar tes he re 


day 


•	 __ 


__ 


STATE ®tLI®%A '....,,.. -.	 -	 -	 )	 ss..,_q'J _	 -. 


	


c •	 • 


	


Mthis 3/	 ayef Ja iiary, 1 
at®tary Pub1ei&i1 a	 fer_t he ®uity ef


ornia, iqs"idig tierein, u1y comniissione 


apearedE eAMATT9 S and SARAH	 IIATT 


	


S, Ei	 ® S MAT ' S and 


ktiôwri	 'be • euerse s whese iames 
•	 -_______ 
ithiti i t'b t dk_ldd t-e me 


sa-me..	 ________	 .	 - 


N WITNESS HERiE®F, I have here 


•	 -O'1 Seal ithe CeuMty ef S 	 Be
ti7i tifieate first_ab®vjeri(tteri. 


•


•	 MKerømm1! 
:.___
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9 r4	 MINING LEASE 
THIS MINING LEASE made this 19th day of May, 1956, y and 


between ALRED MATTHEWS and GRACE MATTHEWS, his wife, of 


320 KT Road, Hollister, San Benito County, California, and 


RAY WINTERHALDER and EVELYN WINTERHALDER. his wife, of II 
93Tera.Be1la se California, hereinafter 


called LESSORS. and JAS D. MATTHEWS of 930 San Benito Street, 


EDWARD S. MATTHEWS of 543l Southside Road, and EVERETT J. MATTHEW 


all of Hollister, San Benito County, California, hereinafter 


called LESSEES, 


WITNESSETH: 


That the lessors for and in consideration of the royalties, 


payments, covenants and agreements, hereinafter contained, on the 


part and behalf of lessees to be paid, kept and performed, do 


hereby lease unto the lessees all their right, title afl.iiiterest 


in the following described claims situate in the County of San 


Benito, State of California, as follows, to-wit: 


PARCEL ONE: The EAST CLOUGH No. 14 described as follows: 


Beginning at a Location Notice which is located on the end of 
the West center line of claim, thence running S. 300 feet to 
rock monument which is on the Southwest corner of clim, 
thence 1500 feet East to rock monument which is the Southeast 
corner of claim, thence North 300 feet to a rock monument 
which is the East end of center line of claim, thence contin-
uing North 300 feet. to rock monument which is the Northeast 
corner of claim, thence West 1500 feet to rock monument which 
is the Northwest corner of claim, thence 300 feet South to 
Notice and point of beginning. This claim is in Section 14, 
Township 16 5., Range 10 E., M.D.N. 


	


PCEL TWO:	 The WEST CLOtJGH NO. 3 described as follows: 


Beginning at a Location Notice which is located on a large 
pine tree which is also the East end of center 1ie of c1aim, 
thence running South 300 fet to a rock monument which is the 
Southeast corner f claim, thence running West 1500 feet to' 
rock monument which is the Southwest corner of claim, 
thence North 300 feet to rock monument Which is •the West end 
of center line f claim, thence continuing 300 feet tO roOk 
monument which is the Northwest corner of claim, thence run-
ning East 1500 feet to rock monument which is the Northeast 
corner of clai', 'thnce South 300 feet to pine tree and poi 
of Beginning. This plaim is located in Section 14, Towmsh-ip 
South, Range 10 East, M.D.M. 


cove9ring all mine'a1s in, under and upon said mining claims, 


1 
JOHN r. LEWIS 


HOLLIBTER. CALIF.
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hereby giving to said Lessees the exclusive right and privilege 


of mining said lands and operating the same as a mine or mines an 


extracting the mineral therefrom. It being expressly agreed and 


understood by lessors and lessees that the lessors only own 


mining claims on said land and are only leasing their right under 


said mining claims and the ground surfaces is Government land. 


To have and to hold unto the said lessees for a term of 


ten (10) years, from the date hereof and so long thereafter as 


mineral is being produced in paying quantities or until the same 


is terminated as herein provided, and in consideration of said 


lease, said lessees do covenant and agree with said lessors as 


follows:


1) To enter upon said mine or premises and work the same 


in a manner necessary to good and economic mining so as to take 


out the greatest amount of ore possible with due regard to safety, 


development and preservation of said premises as a workable mine. 


2) To allow said lessors or their agent to enter upon and 


into all parts of said mine or rmiries for the purpose of inspectio 


3) To keep books of account showing the amount of ore ex-


tracted from said mine or mines, the amount of ore shipped, sold, 


or treated, and the amount of money received from the sale of sai 


ore, or the values extracted therefrom. 


14) That from and out of the values obtained from the ore so 


extracted, which may be found in, on or upon said mining claim or 


claims and reduced, treated, sold or shipped, said lessees will 


pay to lessors ten percent ( 10%) of the gross proceeds thereof. 


Said payment shall be made by the 15th day of each month, account 


ing for the moneys received for the month prior, and on the 15th 


day of each month said lessees shall deliver to said lessors 


statements of all ores extracted from said mine or mines which 


have not been shipped. sold, treated or reduced. That a duplicat 


of all mill, smelter or retorter returns shall be furnished by th 
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JOHN T. LEWIS 


MOLLIBTER. CALIF.


-	


2	 .
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-- --	 •-_.• A -	 - - _________ 


T	 C) 
c'n	 r' 


1	 mill owner, or the owner of . the smelter, or retorter to said les-


2	 sors, and that said books of account shall be open at all 


3	 reasonable times to said lessors and their representatives. 


4	 5) Lessees further agree to do all discovery work and 


5	 assessment work necessary on the claims above described in behalf 


6	 of lessors and to prepare, file and record said assessment work 


7	 done at the proper time and in the proper manner. 


8	 6) Lessees further agree to keep at all times the drifts, 


9	 shafts, tunnels and other passages and workings of said demised 


10 premises thoroughly drained and clear of rough rock and rubbish 


11	 of all kinds. 


12	 7) Lessees agree that they will pay, prior to delinquency, 


13	 all taxes which may be assessed against lessees? equipment and 


14 the property brought upon said leased premises by lessees, and 


15	 that said lessors agree to pay, prior to delinquency, the.taxes 


16	 on the one-tenth interest which lessors shall receive. 


17	 8) The lessees agree to carry adequate liability and 


18 property damage insurance to protect the lessors from all 


19 responsibility and liability arising out of this lease. 


20	 And finally upon the breach of any covenant or agreement 


21 herein reserved by said lessees, and after lessors have given 


22 forty-five (!5) days ? notice, if said lessees do not correct 


23 - said breach within said forty-five days, this lease can be 


24 automatIcally cancelled by said lessors and said lessors or their 


25 agent may upon demand of the premises enter upon said pre.mises 


26 and dispossess all persons occupying the same, with or without 


27	 process of law. 


28	 Each and every clause or covenant of this lease wh.ere the 


29 contents require it shall extehd to and include the heirs and 


30 assigns of the lessors and the executors, administrators' and 


31	 assigns of the lessees. 


32	 3 


JOHN T. LEWIS	 •	 . 


HOLLIOTER. CALIF. 


.............
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IN WITNESS WHEREOF, the parties hereto set their hand the 


day and year first above written. 4	 4 


Le s so 


Lessee 


STATE OF CALIFORNIA,
ss. 


COU}TTY OF SAN BENITO. 


On this $'fr day of May, l96, before me, JOHN T. LEWIS, 
a Notary Public in and for the County of San Benito, State of Cal-
ifornia, residing therein, duly commissioned and sworn, personally 
appeared .ELRED MATTHEWS and GRACE MATTHEWS, his wife; 
RAY WINTERHALDER and EVELYN WINTERHALDER, his wife; 
JAMES D. MATTHEWS, EDWARD S. MATTHEWS and EVERETT J. MATTHEWS, 
known to me to be the persons whose names are subscribed to the 
within instrument, and acknowledged to me tI-a they executed,e same. 


IN WITNESS WHEREOF, I have hereunto set my hand and d 
my Official Seal in the County of San Benito, the day 	 -. 
this certificate first above written 	 4v 


_________ 


Ntry Public 
( San Benito, Stat 
My commission expires 


CO ED AT RUET OF_


&r_____ 
o orr	 P 


AL PH . TO VI L • RaCOIIOER BY	 -
DEPUTY	 / 


PD.	 4
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JOHN T. LEWIS 


HOLLISTER. CALIr.


0







tMEA Form 7 
(12-56)


QFFI(7Af. FliP COPY 


FEØ 18 1957 


X. Spangler Ricker, Executive Officer 
D1EA Field Teai,. Region 11 
1605 Evans !viu9 
Reno, Nevada


Re.: Docket No. DiA 3h8 - Ircui7 
itthews L2Lning Company 
El Cajon Mine 
Can i3em.to County, California 	 viI 


Dear r, flicker: 


Reference is made to your letter of October , 1956, 


to the subject applicant requetirig additional information. 


If no reply to ynur iettr has been received we nigest 


yon write again caU attention to our need for this iflforu. 


mation in order to picess tie. application. 


Sinre1y yos, 


George C. Seifridge 


irtnan, Operating Coxar4tt1-' 


AP?ROViD: 


k th 


iember, Thu,èau. ót1inói 


.LXor H. Kiilsgaard 
1ember, Géclogicil 8uvy -


JHOPKINS:foc	 2/13/57 
cc to: Docket/ 


Code L.00 
Admr. Read. File 
Oper. Comm. 
FT. REG. II 


Messrs. J. W. Fnnington, USBM 
T. H. Kiilsgaard, USGS


8623







o
UNITED STATES 


DEPARTMENT OF THE INTERIOR 
DEFENSE MINERALS EXPLORATION 'ADMINISTRATiON 


WASHINGTON 25, D.C. 


•	 .:	 i••• •.
•. 


Ir. Thrc'ett J.'tthows 
atths t2rnn' Go. 


135 V.ne 3reet \	 . 
rTollister, Cb.for	 zi


Do4et No.	 [h3W 
•atthew3 ?.inixy Gorxpanr 
13. Cajon	 ine	 - 
an	 o'u. o Joirnty, California 


ezr	 . ittheii: 


Listed in the report r our en:ineers are 20	 in!n	 c1±s' 
a	 owie thc cc	 .iy:


rook	 ?aCo 
est t'1o'i	 • ..o 2. 209 
oz	 C1oii	 o. 2 220	 205 


C ough ito. 3Y 220	 2]. 
3t C1oiih	 O. 1,i 2]1	 91 
st C1ouh	 o. I - '220	 207 
ct Ulou-th Jo. 2 220	 193 


past Clough	 o. 220	 215 
!as	 Clough flo. 14 220	 191 
cast	 ou	 rio. 5	 . 220	 203 
at C10	 . 6	 •. 20	 195 
ast Lloii	 o. 7 220	 213 
Tt	 1ou	 Jo. 8 220	 202. 
north Caon •	 •	 .• 220	 199 


t1) Goat 222	 109 
Juniper Flat, •	 220.	 19? 


• attler Jo • 1' ,.	 •.. •	 23)4	 .	 501 - 
4t 	 ,•. atLe	 9. 2 .	 •	 - 


oc1- PerJ 23J1. 
aatt1'r £o	 3 23)4	 140> 
ii1z'tt1er rio. 14 222	 107







o 


It is further stated tiat "1h Iiaeovcr cIatis oe 
loed to the HAttes b.xLnr Cowy c nsiLng o T di'ard A. 
1ttiews, th or.Cinal locator, nd hiø threc sans", tnd that 
" .ciditonal 1aini were etaked b the co ip3i 1. It the	 covor 
ciLri a:	 thoec lite4, a copy f .he	 betwee the 
<mner md the atthen .riing ctipany should be aubtittod. lie 
iU also z'equit e ix copi ef 1oset. to Lien nd	 ordinat.on. 


Areoren troi .ho 


:e ra encloø1iir aoen copox of £ora F-2O	 coent 
to en and StbordaLon Aent, Uc exeexte4 coDia siould 
be returnot to this office. Or cop is for your hIes. This 
Coneemt to Lion is toqtthod on1r on thao elwa not oimed by 


o iatr. 


'oar early attention wU eqodzte the prcesain. aC your 
aplication.


Vo trhly ouri3











IN REPLY REFER TO: 


UNITED STATEB
DEPARTMENT OF THE INTERIOR 


GEOLOGICAL SURVEY 
WASHINGTON 25. D.C.	 OCT 


October 11, 1956 


Memorandum 


To:	 W. S. Martin, Defense Minerals Exploration Administration 


From:	 W. P. Williams, U. S. Geological Survey 


Subject: Review of field examination report, DMEA Li.311.8, Matthews 
Mining Company, El Cajon Mine, San Benito County, 
California, (mercury). 


The examining team reports that mineralization of ore 
grade exists on the property and that about 66 flasks of mercury 
have been produced. The prospect is good that other small ore 
bodies, like the ones already known, would be found by an exploration. 
project.


The field examiners recommend approval of an exploration 
project consisting of three surface trenches, or a total of 7,500 
cubic yards of trenching at a total project cost of $5,518. I am 
in agreement with the recommendations of the field examiners. 


It is difficult to gainsay the 'advantages of setting up 
DMEA contracts in stages. A staged contract provides for the same 
amount of work as an unstaged one. Staging, moreover, allows the 
Government to keep better tabs on a project and, in addition, affords 
a more convenient and diplomatic means of terminating a contract 
should results prove unpromising. In this instance, however, the 
very modest proposed project probably could, without adverse effect, 
be set up in one stage. 


---


W. P. Williams 
0py retatg ed 4QQ







UNITED STATES 
DEPARTMENT OF THE INTERIOR 


BUREAU OF MINES	 OCT 9 95 
WASHINGTON 25, D. C.


October 9, 1956 
rek


141 
Memorandum 


To:	 W. S. Martin, Defense Minerals Exploration Administration 


From:	 Commodity Specialist, Branch of Base Metals 


Subject: Review of Field Team Report, Docket No. DMEA 348 (mercury), 
Matthews Mining Co •, El Cajon Mine, San Benito County, 
California. $15,535.00 


The revised program to explore for mercury mineralization at 
the El Cajon mine is estimated to cost $5, 517 . 50. It consists of 
three trenches averaging 200 feet long and 15 feet deep, 30 feet wide 
at the top and 16 feet wide at the bottom. Each trench will penetrate 
about three feet into bedrock for a distance of about 150 feet.. 


Based on information submitted in the Field Team report, the 
exploration appears sound and the costs seem reasonable. It is also 
believed that the work should be done in one stage. 


It is recommended that the modified program for Government 
assistance to explore for mercury at the El Cajon mine be approved. 


U. W. Penningt 


Copy to: Division of Minerals 
Branch of Base Metals (2) 
Thor Kiilsgaard, U.S.G.S. 
F. D.lamb 
Files
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UNITED STATES
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 	 - 


WASHINGTON 25, D.C.	 OCT 


1605 Evans Avenue 
Reno, Nevada 


October 1, 1956 


Mmoranduin' 


To:	 Operating Committee, DMEA., Irterior Building, 
Washington 25, D.C. 


From:	 Executive Officer, DMEA Field Team, Region II 


Subject:	 Doàket No. B	 -!i3Li8 (Mercury) 
Matthews Mining Company 
.Cajon Mine 


San Beriito County, California 
(Your letter June 29, 1956) 


Enclosed are four copies of a report by Walter I3ank, 
Bureau of Mines and D. B. Tatlock, Geological Survey in which a 
moderate exploration project is recommended. Total cost of project 
is estimated at S,5l7.SO. 


Since review:ing the: report, I have discussed the pro-
posed work with Mr. H. K. Stager, acting for Roscoe Smith, and we 
are of the opinion that the work should be setup as one Stage 
instead of the two suggested in the report. One trench would dis-
close inconclusive data and the property if worth anything at al]. 
is certainly worth the expenditure of $b,138.13 Government partici-
pation.


S. Ri.cker 


vnc1.


Revieh18d by 
DiEA OPERATUG CONLIITT 


&-







.


	


.


Li3t	 kA 
UNITED. STATES 


DEPARTMENT OF THE. INTERIOR 
FRED. A. SEATON, SECRETARY 


DEFENSE V'flNERALS EXPLORATION ADNISTRATION 
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INTRODUCTION 


The Matthews Mining Company, 13.5. Vine Street, Hollister, 


California, applied for Government assistance in a $15, 5.3500 


program under the Defense Minerals. Exploration Administration, 


docket DMEA-.4348, to explore for mercury at. the El Cajon mine, 


San Benito County, California. The applicant, estimates 2, 500 tons 


of ore assaying' 1.0 lbs. Hg/ton and wishes. to further explore the 


property. 


A field examination, was requested by the Operating Committee 


and was made by Walter Bank, U. S. Bureau of Mines, and 


D.. B. Ta.tlock, U. S. Geological Survey, on August 1, 1956., 


accompanied by Everett J. Matthews, president of the company, 


Edward S. Matthews, and R. K. Linn.. 


Inasmuch, as the mine area had already been mapped by 


a consultant, no attempt by the field examiners was made to remap 


the property. The applicant's map: was. carefully studied and was 


compared with geologic exposures in the mine area, Past 


production, and grade were checked, a.t. the New Idria. furnace plant. 


where the applicant's ore is processed. Four samples were 


taken.
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I	 . 
CONCLUSIONS AND RECOMMENDATIONS 


Cinnabar occurs in several small, closely .. space. d bodie.s 


in hydrotherm.ally altered breccia along a. fault zone at least 


200 feet wide.. Reserves of 2,400 tons. averaging 12 lbs. Hg/ton, 


or 380 flasks, are inferred along a strike length. of 800 feet and 


to a de.pth. of 30 feet.. 


It. is recommended that the Government participate in a 


two .. stage exploration program consisting of three trenches. 


acros.s the brecciated fault zone at a total. cost of $5, 517.50, of 


which the Government's. share at 75 percent. would be $4,, 138.13. 


The probability of a. significant discovery is fair. The. 


project area is. readily accessible, and facilities to do the work 


are already on the property. 


LOCATION, ACCESSIBILITY', AND LOCAL FACILITIES 


The El a.jon claims are. in secs. 3, 4, 5, and. 9, T • 16 S., 


R • 10 E., M.D .B • &M., San Benit.o County, California .(fig. 1), 


on the east flank of the. Diab.lo Range at an. altitude. of 18.00 to 28.00 


feet.


The mine is about. 50 miles southeast of Hollis.ter, and 4 miles 


s.outhwest of Panoche in Clough. Canyon. From Pan.oche, travel 


west 1 .2 miles. along a county road, turn s;outh on a priva.te dirt 


roa.d for 1. • 0 mile, turn right and continue 3.8. miles to th.e open 


pit (fig. 2).







.	 . 


A r.ight'. of'. 'way' agreement permitting the applicant to truck 


ore along the private road is. being drawn up • The applicant, will 


maintain tha.t road. which passenger cars can travers.e except in 


wet weather • It. is impractical to work during the rainy winter 


months. 


Precipitation is about 10 inches. annually. An earth darn has 


been built across. Clough. Canyon to- catch water for mining purposes; 


other earth dams. will be built upstream utilizing spoil removed 


from the exploration trenches. Several small springs along the 


canyon. walls. should. supply adequate water. 


Men can- be hired. at H.ollister for $1.50 per hour plus board 


for unskilled labor and $3.00 per hour for bulldozer operators. Ore 


can be furnac.ed at Idria, 27' miles away. A trucking rate of $4.00 


per ton. has. been quoted and if enough ore is. produced. the trucking 


will be contracted. 


Mining ,and other supplies, can be obtained in Hollister. 


Electric power is available within 4 mile.s of the property. 


Abbot Hanks, Inc • in. Sacramento', and Ernie Castro at the New Idria 


mine have assayed. the applicant. 1 s samples. 


HIS TORY AND PRODUCTION 


The property' was located b.y Edward A. Matthews in. March 1955, 


and began producing ore in May of that year. From May to. July 1955 
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93.28. tons of ore averaging 15 lbs. Hg/ton, yielded .18.. 3 flasks 
•	 .	 .	 Th 


at 90 er cent recovery. From March to July 195.6 about 2300 t.on,,s 


of ore averaging 15 lbs. Hg/ton. yielded 47 flasks. 


Production (flasks:) 


1.955. 1956 
March . 3.8. 
April 17.8 
May' 8.99 4.9 
June 8.05 1.0 
July	 ' 1 .25 20 • 0 (estimated) 


18.29 47.5. 
Total: 65,79 flasks. 


PROPERTY AND OWNERSHIP 


The property consists. of 20 unpatente.d. claims which ar'e 


recorded. in H.ollister, San. Benito: County, California. (fig. 2). 


-	 . Book Page 
West G'lough.No. 1 220 209 
Wes.t Clough No. 2 2'ZQ 205 
'West .Clou'gh No. 3 220 211 
West Clough No. 4. / '	 2L4 5.91 
East Clough.No. V/ 220 207 
East. Clough.No. 2f 220 .193 
East. Clough. No • 3. 220 .215 
East CloughNo. 4/ 220 191 
East dough No'. 5 220 203 
East C'lough No;. 6	 ' 220 195 
East Clough No. 7 220 213 
E.as.t Clough No • 8. 220 201 
North canyon. 220 199 
Wild. Goat.. 222 109 
Juniper Flat 220 1.97 
Rattler No. 1 214. 501 
Rattler .No • 2. 214 5.03
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Rocky Peak 
Rattler No. 3 
Rattler No. 4 


Bo.ok Page 
214 5.93 
214 405 
222 107


The discovery claims were leased to the Matthews Mining 


Company consisting of Edward A. Matthews.., the original locator, 


and his three sons, Everett J, a realtor; Edward S., a farmer; 


and James D., a part-owner of the Hollister Canning Company. 


All live in Hollister, A.dditiona.l claims, were stake,d by the 


company. 


The company plans to hjrê miners, and bulldozer operators, 


but the owners will supervise what work they can. A consulting 


ge.ologis.t is available • The company is financially responsible 


and plans to provide it.s. share of the costs in money, some lab.or, 


and, some equipment.


.DEE.LOP'MENT 


Four men, including one of the owners, are working on the 


property. Intermittent work t.o date is equivalent, to about three 


months' s.teady work • The. fault zone has been exposed b.y trenching 


for about 300 feet. along and 200 feet. acros.s the strike to depth.s of 


1 foot tO. a.s. much as 20 feet. About. 300 feet south of th,e workings 


hydrotherma.11y altered rock is. exposed in a road cut for about. 


200 feet along the strike (fig. 3). A. few sm3ll exposures of altered 


rock occur along the stream be.d about 1, 500 feet south of the mine 


workings:.
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Surface facilities consist of: 


Camp, with 16 ft. by 16 ft. cabin; oil, gas ., and water tanks. 
H D 7 bulldozer, good condition. 
Jeep, Universal, good condition. 
10.toi dump truck, fair condition. 
D 2 Skiploader, good condition. 
80 cuft. compressor, good condition. 
Jackhammer, go.od condition. 
Five pipes and brick suitable for small, furnace. 
Miscellaneous tools and camp equipment. 


All equipment is. owned. by the applicant, but $1, 000 .00 is still. 


owing on the bulldozer, The applicant is considering purchasing a 


D. 8 bulldozer should a DMEA contract be let. 


GENERAL GEOLOGY 


The mine is. along a northwest-trending fault zone b.etween 


Franciscan rocks of Late Jurassic. and Early Clretaceous. age to 


the southwest and the Panoche formation. of Cretaceous age t,o the 


northeast.
/ 


The Franciscan consists. chiefly of highly indurated, fine.- to 


medium-. grain.e d. g raywacke and, inte rb e ds and lenses of black, thin.-


bedded, silty to. argillaceous shale. Some greenstone and rythmic.ally 


thin-bedded brown chert occur near the fault zone. 


Th.e Panoche. formation consist.s of thin-bedded to mas sive, 


fine to' m.edium-grained sandstone and interbedded brown to' black 


shale. The more massive sandstones. show cavernous, weathering, 


an.d in many places. the Panoche. is recognized by large, hard, 


spheroidal concretions.
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The northwe st-trending fault dips steeply northeast and 


forms. a br.eccia zone as much as 200 feet wide, The zone is 


composed of sub-angular and lenticular nagments of all kinds. 


of Franciscan and Panoche rocks in a finely pulverized shale 


matrix. The lenticular fragments are roughly aligned. along the 


trend, of the fault. The fault extends at least three and a half miles 


southeast and. one and. a. half miles northwest, of th.e mine area. 


Much of the fault. z.one i.s covered by alluvium, talus, and flow debris. 


Two springs, reportedly containing sulfur, are active about 


1, 800 feet south of'the mine 'workings.. 


ORE DEPOSITS 


The quicksilver deposits. occur in hydrotherma.11y altered 


fault b.reccia along the northwest-trending fault, and. consist of 


impregnations of cinnabar' in. and between breccia fragments, and 


of irregular veinlet.s. and disseminations of cinnabar .in gouge and 


in altered, hanging-wall sandstone. 


Cinnabar is the only ore mineral seen. Some finely 


disseminated meta,cinnabar may be present as it, is commonly found 


in the district. A little. pyrite occurs with the cinnabar. Other 


gangue minerals are quartz., chalcedony, clay minerals., and iron 


oxides • Traces of cinnabar canb.e seen in almost all of the altered 


zone, which is expo'sed in three places along a strike length. of 


1, 500 feet.
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Seven small ore bo.dies. ha.ve been mied in the fault zone; 
N


all but three of these have b.een almost, completely covered over 


by subsequent bulldozing. Four of the bodies, from which most. 


of the ore has come, are related to. minor .northea.sttrending 


cross faults which offset, the main northwest-trending fault left 


laterally. . Thr e.e of the bodies, all very, small, a.r e along the 


northeastern margin of the breccia zone against a steeply'4.dipping 


hanging wall of slightly altered Panoche s.andstone and shale. 


The largest. ore b.ody occurred at the s.teeply north-plunging 


intersection of the main fault and a. cross fault and. consis.ted of 


nearly vertical veinlets of cinnabar in a zone of gouge and fine 


b'rec.cia: against, a. steeply eas:tdlpping hanging wall of bleached. 


Panoche. sandstone • Th.e body extended. ab.out 30 feet. along the 


main fault, 2.0 feet along th.e dip, and averaged about 3-1/2 feet 


ging l: Hg/ton in thickness., About 200 tons of ore avera 


4. was. mined yielding about 40 flasks. . 


The best ore exposed so far occurs along the crest and, on 


the flanks. of a small low-dipping anticlinalfiexure within thejault 


zone which plunge.s. S 550 E at 40 degree.s.. The p.ortion of the 


ore body expo.sed is 3 feet thick and 8 feet wide and. consists of 


veinlets and dis seminations of cinnabar in finely brecciat.ed 


graywacke containing thin interlayers of black gouge and gray-white 


clay. The ore averages ab.out 33lbs. Hg/ton. The flexure is. cut 


8.







	


.	 . 


off to the northwest by a pre.ore cross. fault, The length of 


the ore body to the southeast. is not known, 


In gener'al the ore bodies in the breccia zone axe irregular' 


and of little horizontal and vertical extent. Their locations, and 


shapes are controlled by minor faults. and fractures and by the 


physical character of the wall and host rocks.. The average grade 


of the small, ore bodies mined so far is about 10 to 3.3 lbs. Hg/ton. 


SAMPLING 


Four samples were collected, and are described as follows: 


Sample	 Hg/ton 
No,	 lbs.	 Description 


B..17	 3.3.6	 Chip, .4.2 ft. long, representing seam 2.3 ft.. 
thick, From pit near junction of main and 
cross. faults. Mostly gouge, some iron...s.tained, 
with cinnabar visible. 


B-18.	 32.5.	 Chip, 5.2 ft. long, representing'seam 2.5 ft. 
thick, 4 ft. north of sample B-17. Mostly 
gouge, some iron ' stained, with, cinnabar 
visible. 


B'-. .19	 10.0	 Grab from stockpile which represents ore 
mined from one seam, 


B20	 0.2	 Grab from mineralized zone above creek bed; 
zone located just south of country located on 
on applicant's geologic map. No cinnabar 
visible, 


ORE RESERVES 


The re s e rv.es are. summarized as follows: 


Clas.s Tons Lbs.. Hg/ton Flasks 
Measured 10 3.3 4. 
Indic.ate.d .	 None - 
Inferred, 2400 12 380 


Totals: 241.0 12 38.4
9 
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Except for measured reserves of about. 10 tons. in the highest 


grade ore. b.ody (Sample B-17, fig. 3),, there is. no blocked-out. ore 


at the El Cajon mine, and. no indicated, reserves.. Judging from 


the distribution of ore bodies already mined along the mineralized. 


brecci. zone, it is. inferred. tha.t. additional ore. bodies will b.e 


discovered along the strike pf the b,re:cc.ia zone. to the south. beneath 


the alluvial cover.


PROPOSED. EXPLORATION 


The. applicant, proposed to bulldoze four trenches, each ab.out 


200 feet long and 3.00 feet apart, across. the southeastwar.d extension 


of the breccia zone to. .explor for small, erratically distributed but 


closely spac.ed quicksilver ore bodies. comparable' to those already 


mined.


Th.e proposal is based. on sound geologic' data and. it .i.s 


probable. that more small ore bodies each' containing from 5. to 40 


fla.sks of quicks.ilyer will he' found. 


In conference with the applicant it. was. decided. to' reduce the 


program to three trenches.,, each. 200 feet long, across the breccia 


zone along a strike length .of 60Q feet.. Judging from the operator's 


previous work in the' area the depth of cove.r r'ange s from a fe.w 


inches to' a.s much as ten feet. Therefore, the. trenches should be 


about. 1.5. feet. deep in. order to penetrate at least 3. fe.e.t into bedrock. 
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Underground work and surface. drilling are not warranted 


at the present time because of the small size. and. erratic distribution 


of the ore bodies. If, however, tren.ching indicates, that small, ore 


bodies. occur consis.tently in the breccia zone along a strike length. 


of 500 feet. or' more, then underground exploration might be 


warranted. 


It, is recommended that the Goyernment participate in. a. 


two-stage program consisting of 7500 cubic yards of trenching 
i/:.;,	 '' 


at a total cos.t of ,$ 5., 517' • 50, of whic1 the Gove rnmexit' s. share at. 


75 percent would b.e $4, 138.13. 


Stage I: 2500 cubic yards of trenching. 


From approximately 150 feet N 6.5° E of survey station. 


G, trench. S 47° W about 200 feet to explore the southeast.ern 


extension of the mineralized zone. 


Stage II: 5000 cubic yards of tren.c'hing in'two or more locations. 


Two tentative locations, are. suggested, a.s follows: 


(1) From approximately 190 feet S 63° E. of survey 


station. G, trench. S 40° W about. 200 feet. to. furth.er  


explore the mineralize.d zone. 


(2) From approximately' 270 fee.t N 20° E of survey 


station. G, trench N 72° W about 200 feet t.o further 


explore the mineralized z.one. 


Stag.e U work is. to b.e contingent. upon the results. of Stage. I 


and on any work don.e wholly at the operator' s expense The locations 
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of trenches. in. Stage II are tentative,, and flexibility should b.e 


allowed in their exact locations, and in their size and number 


within the limits. of the. 5000 cubic yards allowed. 


EXPLORATION COSTS 


Estimated costs are based On. three trenches averaging 


200 feet long and 15 feet. deep, 30 feet wide at the top and 16 feet 


wide at the bottom. Each trench will penetrate about three feet 


into bedrock for a distance of about 150 feet. 


(1) Independent contracts.	 None. 


(Work is to be: performed by the operator.) 


Bulldozing 7500 cubic yards. in three trenches 
150 hrs.. @ $l5,00fhr. 	 $2,250.00 


(2) Labor and supervision: based on 2700 fee.t 
of drilling at 125 feet per day. 


2 Miners, 25. days each @ $20.Oofshift.. 	 $1,000.00
1 Supervisor-sEngineer, 1 month 


@ $500.00/month	 500.00 
Sub-.total:	 $1, 500.00 


(3) Operating materials, and. s.upplie s. • 	 ,. 
/	


/ I 


Explosives, 3 trenches @ $350.00J 	 $1,050.00
(3.Q0 holes 3. ft. deep in each trench) 


Gasoline, oil, and grease for compressor, 
25 days @ $2.50/day.	 62.50


Drill steel and bits, 3 trenches 
@ $75.00/trench.	 .	 225.00 


Sub-total:	 $1, 337.5.0 
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(4) Operating equipment. 


Compressor, to be furnished by operator, 
($ 6 , 000 value) 1 month. @ .$ 100 • 00 


(5) Rehabilit.tion and repairs. 


None 


(6) New buildings, improvements, etc. 


None 


(7) Miscellaneous, 


Payroll taxes, insurance, etc., 1 month 
.An3lyses of 50 samples for mercury 


@ $3.00/each..
Sub ..'t.otal: 


(8.)	 Contingencies. 


None 


Total estimated. cost: 


Government participation at. 75. percent:


$ 100.00 


None 


None 


$ 180.00 


150.00 
$ 3.30.00 


None 


.$ 5. , 5.17,50 


$4, 138.1.3 


Do 


,


1.O*o 


cc / 7 
1.3







..


'LeGrand	 \_T' 
e	 Jii 


H5 


::i;n; T


x' 	


Tg 
PJ.i 


	


>\
'SAB	


_ 


076 :.-
	 2	 C M?	 B	


2 2


	


.	 1°'	 rn.	
e: 


	


—r--	 JMee	 NlMOtj. _	
-.	


j764 4 


6	 '44% I1\	 \, 6 / J	
B	


I 'at' 
B	 B	 B 


	


3.1	
011elds	 2	 - 2	 2	 rn.	 s. 1° 


	


OSPADRES	


6	


JX 


	


. 	 I	 5K 2Ll	 N	 G I St 
9!?'-	 2roon	 %7	 .M'	 ettle"en T.Mr.	 I	 I 


	


Sone,	 naI\i33)Ctn	 Ikn 


	


Gonia	 HUMT(	 ETT 
s\5e	 eer	


! ( ii ? 
LITAReR	 9*7605	 P	 41 


C. S&,	


..	 Perk 03	
4-66;-'	 E	 il..	 '-


	


___	 -	 U	 .	 I V 


	


--_1_Brn 	 S. (5	 [_
-


	


!'A7n.	


SA'.Q5e7_.	 8_-
•	 P,ne	 (9	


Sn M,•4I••;•Ij•	 EsteIIe	 ChoIern	 lcne'a Pc 


:c;: 11013 	 #	 .1 
P,O7'.e 676ne P	 •	 AOoe	 1J	 n 


	


Sen Srede	 ipçf	 y. S.enoon	
0s_	 7 __3 


	


8 8 76	 7	 $	 (._I 


	


6.Ae1'i	
.2	 BIeckoII5	 • 


	


\	
tao	


8 


N	 r 


	


M,,e4. s, .	 ________	 _____	
\jO 


-	 -	 -	 f-0,t' Vt',	 .-d. 3	 I	 , 3	 McK,ti 


	


- - -	 --	 .	 33t'	 - i. 


DOCKET NO DMEA-'4348"°	
' 


MERCURY	
5ATIONA5-RS1___ 


SAN BENITO CO ,CALIFORNIA _____ __ 


FIG. I	 LOCATION MAP	 CALIFORNIA







_)


	


)> ' "	 -, 
,44 \,i.L1; ,4I , . F ' ' Tr	 -'	 •c	 - V	 / cJ ,- ' ,1	 iS-J.-1 


..e	 '—	 --	
•'\ -f ))p -' - 


( \,'	 (4 - r"'	 7	 -c' r	 -"	 <-1;
1 


LOCKET NO. DMEA-434e 
MERCURY 


SAN BENITO CO CALIFORNIA


-.















UNITED STATES ,1U 27 953 
DEPARTMENT OF THE INTERIOR 


BUREAU OF MINES 


WASHINGTON 25, D. C.


June 26, 1956 


ej 


Memorandum 


To:	 W. S. Martin, Defense Minerals Exploration Ad.ministration 


From:	 Conmiodity Industry Analyst, Branch of Base Metals 


Subject: Review of application; Docket No. DMaL . tI.311.8 (mercury), 
Matthews Mining Company, El Cajon Mine, San Benito. 


County, California, $15,535.00 


It is proposed to explore the property by 80Q feet of 
surface trenching at an estimated total cost of $15,535.00. For 
the amount of work proposed, this appears to be an excssive cost. 


However, according to the production data, this is a 
relatively high grade deposit even though the operator probably 
selectively mined the ore. 


I recommend that the application be referred to the Field 
Team for examination and appraisal.


W. Pennlngton 


Attachment 


Copy to: Division of Minerals 
Branch of Base Metals 
Files 
. W. Geehan 


Thor Kiilsgaard, U.S.G.S..







IN REPLY REFERTO: 


UNITED STATES
DEPARTMENT OF THE INTERIOR


GEOLOGICAL SURVEY 
WASHINGTON 25, D.c. 


June 2l 1956 


Re: DMEA 434 
Matthews Mining (b 
El Cajon Mine 
anBenito Co., Calif. 
l5,535.0O - Mercury 


1Yiemoranduin' 


To:	 W. S. Martin, Defense Minerals Exploration Administration 


From:
	


N. E, . Nelson, U. S. Geological Survey 


Subject: Review' of application. 


The applicant requests assistance in trenching a wide 
mineralized fault contact zone by 4 bulldozer trenches. A large 
area has been stripped and about 250 tons of 12-to 15-pound 
rock has been treated.' Reserves are estimated at 2,500 tons 
of about 12-pound rock. The ore occurs in a fault zone and the 
trenching is designed to trace the' zone southerly. If success-
ful the indicated length will be 1,200 feet. 


A±i examination_appears warranted. 


Referral of the application to the 'Field Team for ap-
propriate action is recommended.


N. E • Nelson







0


June 20, 196 


!&tthe Mining Co.. 	 Subject: DME-1iU3 
iollister,C.aliIornia. 	 Re: Exploration Ai3tance 


El Cjon ine 


Gentlemen


The receipt of your application dated June 12,. i96 


for exploration assistance under the Defense Production Act of l9O, 


as amended, is hereby acknowledged..	 . . 


Your application has been assigned Docket Number D'&.L3l8 


and. referred to . the Iron & Ferro-Alloy Diision. 


Kindly identify ctll future correspondence relating to your 


application by this docket number.


Sincerely yours,	 . 


Robert E 1, Adams, Chief 
Operations. Control and 
Statistics Division.







June 20,. 1956 


Memorandum 


To:	 Executive Officer, DMEA Field Team, Region • 


From:	 Chief, Operation's.Control and Statistics Division 


Subject: Assignment of Docket Number 


There is listed below the assigned docket number to 


an application recently received from Region 


DMEA /34B X&tthOws MLng Com1 


Robert E. Adams 
Chief, Operation's Control 
and Statistics Division 


INT.-.DUP.. SEC., WASH., D.c. 	 8485
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UN I TED STATES
DEPARTMENT OF THE INTERIOR 


DEFENSE MINERALS EXPLORATION ADMINISTRATION	 JUN 20 i95 
WASHINGTON 25, D. C.


1.05 Evans Avenue 
Reno, Nevada 


June 18, 1956 


Memorandum 


To:	 Oper.ating Committee, DMEA., Interior Building, 
Washington 25, D. C. 


From:	 Executive Officer, DMEA Field Team, Region II 


Subject:	 Loan Application (Mercury) 
•	 Matthews Mining Company 
•	 El Cajon Mine 


San Benito County, California 


Attached are three sets of MF-103, Application for 


Aid forms relative to above subject. The fourth set has been. 


retained in our files.


S. Ricker 


ttach.











Standard Form 63 
Jan. 1952 


U. S. GOVERNMENT 


MEMORANDUM OF CALL	 Thne 


TO-


j,J2Y0U WERE CALLED BY— f 0 YOU WERE VISITED BY—


Telephone
	 Number or de	 Extension 


b ' EASE CALL	 (j	 o WAITING TO SEE 'YOU 


0 WILL CALL AGAIN	 0 WISHES AN APPOINTMENT 


0 RETURNING YOUR CALL	 - 


Left This Message:______________________________________ 


Received by 


Li. S. GOVERNMENT PRINTING OFPICE 1955 0-367995	 16-65







Form Approved. U N ITEDATES DEPARTMENT OF THE 1N1IO yet Bureau No. 42—R1035.2. 
DEFENSE MINERALS EXPL0ATI0N ADMINI 


-S	 .1
JUM2 01956 


MF-103
(Revised April 1952)


APPLICATION FOR AID IN AN
EXPLORATION PROJECT, PURSUANT TO
DMEA ORDER i; UNDER THE DEFENSE


PRODUCTION ACT OF 1950, AS AMENDED


Not to be filled in by applicant 


Docket 34	 ________________________ 
Metal or Mineral ----
Date Received -------
Estimated Cost 
Participation (overnment %) 


INSTRUCTIONS 
1. Name of applicant.—(a) State here your full legal name, in the form in which you will wish to contract, and your 


mailing address: ---------------------
___________________________________________________________________________________________________________________________________________________ 


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


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


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


3. Applicant's property rights.—(a) State the legal description of the land upon which you wish to explore, including all 
land which you possess or control that may be benefited by the exploration, and excluding any land or interest in land which is 
not to be included in the exploration project contract------------AT1110X - 


(b) State any mine name by which. the property is known. El Cajon Mine 
(c) State your interest in the land, whether owner, lessee, purchaser under contract, or otherwise 


ioperato.r 


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


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


(f) If the land consists of unpatented claims, add to the description above, the book and page numbers for each recorded 
location notice. 	 See Annex 1 


4. Physical description.—(a) Describe in detail any mining or exploration operations which have been or now are being 
conducted upon the land, including existing mine workings and production facilities. State your interest, if any, in such 
operations. Also describe accessibility of mine workings for examination purposes. See Annex 2 


(b) State past and current production, and ore reserves, if any, giving quantities and grades. See Annex ). 
( e) Describe the geologic features of the property, including mineralization, type of deposit (vein, bedded, etc.), and your 


reasons for wishing to explore. Illustrate with maps or sketches. Send with your application (but not necessarily as a part 
of it) any geologic or engineering report, assay maps, or other technologic information you. may have, indicating on each 
whether you require its return to you. 	 See Annex 1 and 2 


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


(e) State the availability of manpower, materials, supplies, equipment, water, and power.







5. The exploration project.—(aate the mineral or minerals for which you 	 to explore ---- -Qi,T1I1 


(b) Describe fully the proposed work, including a map or sketch of the property showing a plan (and cross sections if needed) 
of any present mine workings, and the location of the proposed exploration work as related to such features as contacts, 
veins, ore-bearing bed, etc	 See Annex 1 on Geologlo 


(c). The work will start within -----Q---days and be completed within ------6-----months from the date of an exploration 
project contract.	 . 


(d) State the operating experience and background of the applicant with relation to the ability to carry out such explo-
ration project, and also that of the person or persons who will supervise the operations. See Annex 1 


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


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


(6) Labor, :superviéion, consultants.—Include an itemized schedule of numbers, classes and rates of wages, salaries or fees 
for necessary labor, supervision and engineering and geological consultants See Annex 1 


(c) Operating materials and supplies.—Furnish an itemized list, including items of equipment costing less than $50 each, 
and power, water and fuel See Annex 1 


(d) Operating equipment.—Furnish an itemized list of any operating equipment to be rented, purchased, or which is owned 
and will be furnished b the Operator, with the estimated rental, purchase price, or suggested use-allowance based on present 
value, as the case may be. See Annex 1	 .:. .. 


(e) Rehabilitation and . repairs.—Furnish a detailed list showing the cost of any necessary initial rehabilitation or repairs 
of existing buildings, installations, fixtures, and movable operating equipment, now owned by the Operator and which will be 
devoted to the exploration project..	 None 


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


(g) Miscellaneous.—Furnish a detailed list showing the cost of repairs to and maintenance of operating equipment (not 
including initial rehabilitation or repairs of the Operator's equipment), analytical work, accounting, workmen's compensation 
and employers' liability insurance, and payroll taxes. 	 See Annex 1 


(h) Contingenoies.—Give an estimate of any necessary allowances for contingencies not included in the costs stated above. 
No'rE.—No items of general overhead, corporate management, interest, taxes (other than payroll and sales taxes), or any 


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


7. (a) Are you prepared to furnish your share of the cost of the proposed project in accordance with the regulations on 
Government participation (Sec. 7, DMEA No. 1)?	 Yes 


	


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


	


Money	 Use of equipment owned by you 	 Other 


Explain in detail on acompanying paper.


CERTIFICATION 
The undersigned, whether as an individual, corporate officer, partner, or otherwise, both in his own behalf and acting for 


the applicant, certifies that the information set forth in this form and accompanying papers is correct and complete, to the best 
of his knowledge and belief. 


Dated --------June12	 .....	 ,195_.6 


•	
Title 18, U. S.Code(Crimes), Sectiöñ 1001, makes ira cimiñaI offenséIo make a willfully false statement or representation to any depart. 


ment or agency of the United States as to any matter within its jurisdiction. 	 . 
U. 


$. •OYIRNMENT PftINTING Oricr	 16-66551--1
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0PpqR	 RORTT I(ZTS 
I$1fl' T. 148. 1. 10 1..U.D.M. IN	 . 
$CT 10118 4, 9, 5, 


UATTNWS MINING COMPAIIT CI4IE 


H
)iAM	 .,	 ., 


.
800Z - __ 


•	 1. V.t Olàugh *1 .•	 .	 220 209	 . 
•	 2. -"	 "	 -2 .•	 220 205 


V .	 220 211 
•	 4 U	 u •-.	 214	 • 591 


5. s4
. 


,.	 .	 .	 .:.	 220 .	 *07 
6. *	 U .-:..	 -220 


.7. "	 .	 U	 0,. .	 .	 .	 .	 220. 215 


•	 . "	 "	 #4 ' - 220 191 
9. II	 *	


0. .:	 .	 220 208 
10. IS	 .


.	 220 195 
•	 U. ".,	 •T	 . •.	 ••	 .	 220 215 


•	 .12. "..	 "	 .*s •. ..• .	 220 •-•.• 201 
13. North0sayon	 .. -.	 .	 220 19 


•	 14. WIld Goat .	 222	 ..	 . 109. 
.IE JUzL14eY?1*t	 . •.	 220	 ...	 . 197	 ••	 .	 .	 4 


14. Rattler	 . .	 .	 .,	 .	 .	 • -.2].4.. 501.	 ••	 .•. 
17. #2 214 508 
18. Rocky Peak	 •	 . •.	 ••	 ..	 •	 •	 .	 •	 4 593 •	 .' 
19. • Rattler ..	 .	 •	 ••	 .	 fl4.	 .	 •	 . 405 
20. Ratbier	 .	 • •• .	 -.•.	 ..•	 .•	 -	 •	 •-.. 107	 •	 •.


/
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The aegrest shipptng, supply and residenc, point 1.s o11ister which 
is abøut 50 Miss fro* the min. Manpower, materials and equipment are all 
ayatiable at Io1lister. :21.strie power is amUabie within &bout tow' niles. 
t the propet nd water san be, ipplied 'b snaIl. dams be øato) seasonal runoff. 


QU R8ERUS AND P1OI$5CT ION 


•	 The deposit, which was originally" disoomred .nd iOoat.d by )tr. W 
ward A. $atth*ws .' )IoUtster In Marøh, 1955 *gan preduotng by May, 1955. *11 
the ore was trueke4 toth. turn*oe plant at Xdria, end on. beets of a.90%' re-. 
oovsry yiIldá'd '18492 flasks of' quieksilvet fran 9.0 to* of on from May to 
July' 15*. The ore averaged . appz'eiaately 18 lbs. Of Mmroury to th. ton. Or 
erstions were temporarily discontinued until April 1, 1961. lut II121 now be 


• operated an year re)nd basis, weath*r p.raitti. Approximately 150 tons have 
been processed. averaging U# per ton to May 1. l5S, , Very: little development • 


• work ba g been done on the prop.rty : ther,for..it is dif aZt to arrive at a. . 
• , • • re'n*b1. ore reserve figure. However, a rougk *iniwz figure is given whih 


•	 '	 i* based only on the *ctual ore in sight taken without s.psrattoni the grad•,, •. 


	


•	 .	 b.t*g dateratd by Oataating volumes and ssay' figures. •	 •	 •	 I 


* RSRU5 
•	 •	 ' 	 .,	 , 	 ,. ',,','•'& 1s,t,J'- I .	 ' 


Nstiiaated tonnage	 2500 o*s 


Isttmat.d yield	 1O# outsksilv.r por ton on a basis of' 90% re 


	


•	 • eOery would y'*e14 25,000 'lbs. ci quicksilver or 291.05 flasks.	 ' • 


•	 '',.	 '	 '	 0OI,OGY	 "	 • 


The ore occurs in a mineralized son. at least 2QO wide and 7QQI 
long , in ' sandetoflo and she I. along a fault. sontset betwen the Psroehi and 


•	 , Pranoisoan formations. This. zone was originally largOly blanketed , by o'v.r' 
• • • • 'burden which has• sine. bean ' removed by dosing. This overburden consisting • •	 of soil, talus snd's114,'msteri*I,ObsoUr.s most of the oroppings in 'the area. : 


• • : And. th.z'e is reason to believe. that the same 4nirslisod &one, extends to the . 
soth along the fault under the allu'ntum. The shallow stripping was the only 


• dove io.nt ' work ever dens	 : the property, sn& at 1s*at' traces of 'cinnabar • •	 • 
• 'oan be found on nearly every, point ot 'the exposed gz'onad, The road out shown 


on the 'eeoonpszytmg gealogic map exposed croppings which prove the mineralized 
•	 zone xte'nds beneath the aliuvtun. •	 •	 :	 ,' '	 • 


•	 •.	 The snail 'offset 'of th. main fault as shown on the map ii believed 


	


•	 •	 to be 'dominant as an ore eantrol factor. ispeciafly since the best ore oc 
• • ' ' avx'r.d in the eornei formed by the inter s.Qti4g. tanits. This type of structure 


•	 • • and the roak asseot*tiouB herO are typical of, qniekstivsr nines in the district 


•


	


	 •	 • It . Ii 'apparent that other siautlarstruOtiues containing ore may exist
beneath the bl*nk.t of allvi. 


This is reason for exploring thia groun











WAS 


OFFICIAL BUSINESS
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Contt No. Idm-Ei09 


Dockct No.Z3• 


•	 DEl AR'PMENr OF THE INTERIOR	 rawn contract 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


TO: Chief, Finanôe Section, Budgè.t and 'F±nance Branch, Bureau of Mines 


Please make the following entry on the records of the 
•	 DefenseMñerals xplóratioii Administration under t he Strategic aid 


CritIcal Minerals Exploration Program. 


Date of Càntract.	 g.on	 State	 Commodity 


£rcb 20, 1957	 IX	 California	 ercry 


•	 Name and Address	 • 


of Operator:	 attbewa Mining 0o.	 • 
•	 135 Vine itreet • 


ffóllister, Calif.	 • 


•	 •	 Reserve 


Prior Amount	 3,35?.00 


Increase	 0 


Decrease	 3,35?.0O 


• Revised • Amount	 0


Obligatión 


0 


0 


0 


n 


Remarks:


N


•	 Allen $ • Dakan, CbiE?f. 
• 	 • 	


0 	


Operations Control and 
•	 otatiatic8 Diiaion 


Date Delivered to Bureau of Mines, Washingtcn


989







óCont No, Idm.-E_________ 


Dockct No.___________________ 


	


DEARTHENT OF THE INfERIOR 	 zov ctrcct 


DEFENSE I4INE1IALS EXPLORATION ADMINISTRATION 


TO: Chief, Fjnanôe Section, Budget and' Finance Branch, Bureau of Mines 


Please make the following entry on the records of the 
Defense Mineral! Exploration Administration under the Strategic arid 
CritIcal Minerals Exploration Program. 


Date 'of Contract	 gon'	 COmmodiy, 


1arcIi 20, 1957	 IX	 Califor4a	 ercuz'y 


Naine.ànd Address 
of OperatOr:


135 Vize $tzeet, 
io1lister, California 


Reserve	 Obli_gation 


'Prior Amount	 .,	 'Q 


Increase ,	 3,3?	 '0 


Decrease , '	 0 --	 '	 -' 


Revised' Amount 


Remarks:


ALLEN S. 'DAKAN 
('Name) 


Allen S. Dakan, Ctief 
Operations Control "ond 
Statistics Dviejon 


Date Delivered to Bureau of Mines, Washingtn	 (Tit1 


3/20/57	 '
989
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