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Field Team copy

MF-200
(Revised June 1954)

UNITED STATES OF AMERICA .
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION

EXPLORATION PROJECT CONTRACT!

2 0 MAR 1957 ) .
It is agreed this 0 day of ol S , 195..._, between the

United States of America, acting through the Departmepi/of the Interior, D&fgnse Minerals Exploration
Administration, hereinafter called the “Government,” 4nd: . Matthews Mining Company, .
a partnersh;%_qgmprised of Edward & Matthews, Everett J. Matthews,
Edward S. Matthews and James D, Matthews —~ . ™ =

whose mailing address is 135 Vine Street, Hollister, California

hereinafter called the “Operator,” as follows:

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 .l _map.

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 California . , County of ..San _Benito
and is described in Annex 1.3 : .

(b) The Operator represents and undertakes that:

(1) The Operator is the * See_Annex I _ofs .. See Anmnex I
in the land, in possession and entitled to possession for all of the purposes of this contract, under
and by virtue of a¢ . See Annex X , 7.....recorded in Book .................. ) PAZE oo ,

official records of said County; and .

(2) The Operator’s right, title, or interest (whether as owner, lessee, or otherwise) is subject
onl:{ t%. the following claims, liens, or encumbrances: .. Interests of lessors ln
claims '

(¢) 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.
tz Insertic n)ame, and if an organization, its nature (corporation and place of incorporation, partnership with names of

partners, ete.). .

? 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,” ete. : :

® Insert “the entire interest,” ‘“the mineral rights,” “an undivided one-third,” etc.

® Insert “deed,” “lease,” “contract,” “location notice,” “patent,” ete.

"If not recorded, so indicate by inserting “un.”
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f the, land, (lessor, sell ti te.), are attached loys: . Consent to Lien.and
* Suberdination Agreement’ S Téssors ot P S v

(d¥ !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
181<()bc)la(1111;1 against the land or any production therefrom except for any production referred to in Article

LIRS

is described in Exhibit “A.”. The OBe'rator ém -or be O)Gontrad%'ao'/?"7 shall commence
: (unless the Operator’s obligation to prosecute

the work, and on or before 3 mos. Irom date o

the work is terminated—see Article 10) shall either have completed the work or shall have incurred

%llogyg_l%le Acosts (see Article 6) in a sum not less than the estimated total allowable cost set forth in
x 1 1 113 .” .

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 t}gxat the Government deems the unit prices for the work under the independent contract to be
reasonable.

(e¢) 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&)ﬁrngtent.——The estimated total allowable cost of the project,
set forth in Exhibit “A,” is the sumsof $.4476.00 ;
The Government ghall contribute 15 percent of the allowable costs as they are incurred in a total sum
not in excess of $-._357 00 e : 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) —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) ; , g

(3) P'revi_ous 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.

(¢) 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 Operator’s 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.)

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
éstimated 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 perforrﬁed 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.

Subcategory (¢)—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.—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.

Subcategory (b)-—Initial rehabilitation and repairs of operating equipment.—The estimated
total of this subcategory is a maximum. .
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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.

A (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 amhount contributed by
the Government without interest is fully repaid, whichever occurs first.

(¢) "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) Umnsold 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 (114) 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 (14)
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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 (11%) percent; on an amount of ten dollars ($10.00) per ton, three and one-half (81%) 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) Govermment mot 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.—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.

(¢) 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
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Executed in sextuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

By ... :
Pariner

i | Partaer
®y PEPETER

I, ... ememeeemmeemeemoeameeeeememeemeemeeoeemeesemeeomeieeoeoeeiieaeaneloeas ey certlfy that T am the
................................................................................ secretary of the corporation named as Operator herein;
that .. e an who signed this contract on behalf of the
Operator, was then .o of said corporation; that said contract

was duly signed for and in behalf of said corporation by authority of its governlng body, and is within
the scope of its corporate powers. '

[ CORPORATE ]

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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. EXPLORATION PROJECT CONTRACT
MATTHEWS MINING COMPANY
~ DOCKET NO. DMEA-4348

ANNEX I

. The property referred to in Article 2 of the contrast
form consists of 20 unpstented lode claims located in Sestions 3,
4, 5,8, 0, and 10 of T 16 S; R 10 E MDEM, San Benito County, Callifor-.
nia. The Operator is the owner of 16 of these clalms snd lessee of
i, as indicated below. The loeation notices for these claims are
recorded in the Recorder's Office at Hollister, San Benlto County.
California, at the Book and Page Numbers indicated, :

- Neme of Clalm S . Book Page
west Clough #1 - . 220 206
- West Clough #2 s , 220 . 205
West Clough #3 ¥/~ . . 220 21
West Clough #4 o 218 591
Fast Clough #1 X/V . 20 - 20T
East Qlough #2 X/ 220 - 193
East Clough #3 : 220 v 2185
East Clough #i ¥/ _ . 220 : 191
Bast Clough #5 220 . 203
East Clough #6 . - 220 195
East Clough #7 220 | 213
Eest Clough #8 : 220 201
"~ North Canyon ' 220 - 199
. Wild Ocat | - o2 109
Juniper Flat S 220 197
Rattler No. 1. o e o s0
Rattlier No, 2 ' - 214 : B3
Rogky Peak : iy 553
Rattlexr Ho, g. L . 214 - 405

22 107

: : /“ v ‘ B
X/ East Clough Nos. i and 2 are held under lease dated 172/57, from
‘ E. A. and Serah C, Matthews, recorded in Vol, 229, Pages 52U-532,

gfiﬁaut Clough No. 4 and West Clough No, 3 are held under lease dated
 5/19/56 from Aelred and Grace Matthews, and Ray and Eveiyn
¥interhalder, recorded in Vol. 220, Pages 524-527, L -





-
ST R FT
i 5T

« MF-205 R - i Government's Use Only
(Gonbmes and supercedes MF-Z(.nd MF—203 ) EXPLO‘ON PROJECT CONTRACT
June 1956 _ Opsrator

Docket No. DMEA-

Contract No. Idm-E

.. . . Contract Date______ .- Tl

CONSENT TO LIEN . e
E and ] o ‘ .
SUBORDINATION AGREEMENT 1/ ‘ ST

To the United States of America:

S

Referrmg to that certam land in the County of C ) ‘S‘%n Benito; State of
in leases '
gzaljf_gmia - desorlbed%mmﬁﬁ' 2/as followg»;;'

Icase dated Hay 19, 1956 and recoxrded in Vol. 229, Page 524 to. 527

inclusgive, 0Offiecial Records of &an B@nito County, and leasc dated

January 2, 1957, recorded in Vol. 229, Page . 528 tc 532 inclusive,
Official Records 6f San Beni%o Couaty, ,

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 acqulre an - 1nterest
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.’'in the land and upon any productlon of mlnerals therefrom, to secure the payment. to the
Goyprnment of a peroentage royalty on produotlon as may be prov1ded for by the Contract;

3.‘ Subordinates the undersigned's right title, claim, or interest in or agalnst the
land and'in any production therefrom to the rlghts 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 1nterest in or against the land other than the following:
(If "none" insert the word "none " Do not leave lines blank )

. NONE
NONE
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/ Either (a) insert the legal description of the land, or (b) strlke out the words "as folldws"
and insert "in. a lease [or contract, deed, or ovher document] dated
and recorded in - Book __° .~ , Page-

»

, o0fficial records of said county." If (b)
is used, the book-dnd pagé of recordation cannot be 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 Agreeinent; 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, tltle, claim, or interest in or against the land, or any production therefrom
furnlshlng the Government with. two copies of such notice; and

6. Consents to all amendments (including ‘an agreemont of termination) and assignments of
the contract without notice thereof, and undertakes and agrees that this Agreement shall extend and
apply thereto.

T. Aodeo.provision:: none (State "None" or "See Annex No.___")
Dated this 205N day,of: _ PFebruary , 19%__.
_ o [Seal] g&ﬁigggghségﬁigg?gia __ [address] -
.,8 0&)\/19—-\ (b \/1/1 QMZ"?M‘ a [Sea1] HOJM’B] 1];;&203;22}3&&12@] jﬂfgiﬁaga [adaress]

£ WM Q/PM—/W _[sea1] 73 Tsz‘m fz:; da. | [adaress]

o073 Terra anla

[Seal] San Jose, Californis [Adaress]
' . 320 KT Road o

' [Seal] Hollister, Caﬁﬂ.i’omia - [address]
o 320 KT Road

[5931] Hollismr; leii‘omia [Address]

i certlfy 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 governlng body, and was within the scope of its corporate
powers. : s o 0

"“[corpafgib‘seall‘
STATE OF CALIFCRNIA -
COUNTY OF SAN BENITO.

On this 20th day of Pebruary; 1957, befor@ me; JOHW T. LEWIS, a Notary
Public in and for the County of San Benito, porson&lly appeared

E.A, MATTHEUS and SARAK C, MATTHE¥S, his wife, C, RAY WINTERMALDER and
EVELYN 7, WINTERHALDER, his wife, asnd AELRED M, MATTHEWS 2nd GRACE A,
MATTHEUS, his wife, lmown to me to be the persons whose names are
subscribed ¢o the within instrumsnt and th@y executoﬁ %h@ same. - [

8B, .

IN WITNESS UHERECF, X have hereunﬁo e% ﬂy hand aaé offiwe& my Official
- Seal the éay an@ year in tniﬁ Certifigdre first above yriltips

.74 W/

Cary Public in and yor tho ﬁéunﬁJ of
' o Bendto, State of California :
¢ > , my commission expirea June 5, 1960

® INT.-DUP. SEC., WASH., D.C. ' | ; . ‘ » n





" EXPLORATION PROJECT CONTRACT
""MATTHEWS MINING. COMPANY
" DOCKET NO, DMEA-4348
. EXHIBIT AN

Dtncrigtion at the Horx o

4 Tha appraxinatQ 1eestions of the work are shown on the
. map entitlcd "Pigure 3 El Cajon Mine, San Bcnite County, Califarniu,
attaehea hortto and made & part hnrtut, :

The wern ¢ansitts @r the rnllowtngx .

1. Excavate three trenches having dxmcntionn averaging
approximately 200 feet long Dy 15 fest desp by 23 feet wide,
'basinning at the pointa lnd extending in the direstions given:

. No. 1 - From. npproxiuu&o&y 190‘ 8 63° E of survuy=
-  statien #, 8 kO

No. 2 - From appruxiuattly 270" u'zo° ; of aurvey
station @, H 79’ w o

ﬂb‘ 3 From tppruximattxy 150' ¥ 65° E ar aurvey
o :tation @, 8 4r° -

' Tht amonnt of exénvution in oxpactad ta ke tpproxinataly
7500 cubie. 71:&:.“

o ®, Dbl blast, and ‘clean btdro¢w to & depth of approxiw
‘mately 3 Test over a diutanac of 150 feet in sach tronoh,

. 3. Qnuplc atl. faverabl« ninaraltzed zonn: 1ﬁ thc ‘trenches
-and analyzt sanalwn ror nnreurr

: The losation, direstion, inalinatian, aad oxtant et all
worl:, and the aothod at sampling, are tubjcet to khc npprovaL
of the Gavernnnnt

Ehti:ntcd COCt. of ?ro:egthj

Aetuul Cbltg

,_4Cntagorv (1) Indtggﬁdent Contvuutu - | ﬁ'4 ;ﬂohe;
: aategory {2) Personsl 8crv1acn - o |

Suhcatcgoﬁy {a) anggrvinion

: 1 Suparviaoranngincar'a $500,00/mo, o
T imenth 4 500,00 -






B e

subaatcspry (b) ?ecﬁnsc&l Sarv*ceaa

1 Buildozer Oparatarg 1 éays

& 24,00 day | o $ 430,00
Sub¢ahegory {e) &abuv | S |
2 Miners, 25 days emon & $20,00/day  1.000,00 #1.890,00

B nategory (3) Operating‘ﬁatartala and Bugpkien

- Explostves (3 trenches & §350. oe/trenen) $1.,050,00
Drill steel (3 nrencnaa ® $75.00 'trench) 225,00
Puel and ?uhrieat!ﬁg ol for aoupraaaﬁr,"

25 deys @ §2,50.day 62,50
CPuel aad.¢ubri¢attng Qil for hﬂa*ﬂﬂaera | o ,
20 days € 36. 0056&3 o ..120,00 $1.457.50

. Category (4) Operating Equipment

Subcategories (a) and (b) Rental and :
Purensse , . None

' fSuhcat&gery”(e}‘ﬁaﬁrceiae1an

i Compressor. 1 month € $100.00°me, $ 100,00
(vpased on value of $6,000 '
i Jeevhamaer. 1 month € $8.00 mo, 800
(vased on value of $u480, 00) - , ‘
1 Buildozer, 1 month € $375,00 'm0 Li75.00 -  283.00

. (based on value of $10, 500 for HD-7) v
| Gategory‘(ﬁ) Inlt'nl Rehsbilitation and Repmirs Hone

,Buixain 8 Fixtures ang In- |

categcvy (6),ﬁew

Catepory {?) ﬁjsaaglanquglw

?ayrnia Taxes,'ixxhizatyr1nauran¢n 4 280.50

Anazynen 50 samples € ?5 o0/sample . - 150,00
Eaiatanance and Repair of bulldozer = . 200,00

“Maintenance and Repalr of compressor aﬁﬁ '
3&¢>hRQM¢r L 185,00 $ Z%§
Eetimated motal Cost of Project 4 %?6.90
Governwent participation at 75 percent ﬁfﬁﬁiﬁﬁ@?»c

ARSI NN





Audit copy

MF-200
(Revised June 1964)
Commodity ... 2t 2>¥ .

1 Contract No. Idm—]g-._o 6,9 ............

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION
EXPLORATION PROJECT CONTRACT! |

It is agreed this ... % 0 MAR 1957 day of _ , 195, between the

United States of America, acting through the Department of thg Interi Debense 'nérélﬁj Eggp g-ation

Administration, hereinafter called the ‘“Go %rnmtggt,” ang ? hﬁé%%ﬂ%fﬁ%ﬁ%@ P i?

_@ pAYtIersntn cosprised of Elward A. MeliNiewWs: LVere
Eiverd O, MEtThews and Jaumes o, Meuihews

__________________________________________________________ - - i -y

hereinafter called the “Operator,” as follows:

ARTICLE 1. This contract is entered into under the authority of the Defense ProductioxaAg&gf
1950, as amended. It consists of this form (MF-200), the attached Exhibit “A,” Annex I, and s R

consent of the Government.

ARTICLE 2. Operator’s property mghtéﬁg? Q’{.Igﬁl&nd -which is the subject oﬁ ggs %ﬂ@ﬁb(here-

inafter called “the land”) is in the State of , County of S ,
and is described in Annex 1.3
(b) The Operator represents and undertakes that: Cam B
(1) The Operator is the * g&& nioex & . of ° "*‘ﬁ‘ o
in the land, in possessign an ,entitledzto possession for all of the purposes of this contract, under
and by virtue of a ¢ See Annex . , ".....recorded in Book ... , DAL oo ,

official records of said County; and

(2) The Operator’s right, title, or interest (whethey as owner, lessee, or,otherywise) is subject
only, to _the following claims, liens, or encumbrances: ‘%é’rwg%é Q@ "&%&ag% e
T e &m

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

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

2Inserttcn)ame, and if an organization, its nature (corporation and place of incorporation, partnership with names of
partners, ete.).

® 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,” ete.

® 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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(cﬁ’ "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
ISl?bc)l%ilr? against the land or any production therefrom except for any production referred to in Article

LR Dy

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

of . Merewry e The work to be performed
is described in Exhibit “A.”. The Oz%qrgtor on.or b éo%?gﬁ%?w’% .... il o A shall commence
the work, and on or before i =3%,3 P00 Ggle ol (unless the Operator’s obligation to prosecute

the work is terminated—see Article 10) shall either have completed the work or shall have incurred
aélo}:yg_l%le ‘:osts (see Article 6) in a sum not less than the estimated total allowable cost set forth in
x 1 1 {3 .”

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 quir,?geﬁ%
set forth in Exhibit “A,” is the supof $.. ¥ Wa%s ) i
The Government w%g,gorgcgbute Rech percent of the allowable costs as they are incurred in a total sum
not in excess of $ISwg &I ...t 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
Lo 16—70617-1
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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.

Subcategory (¢)—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.—All elements of this subcategory (time perlods rate of depre-
ciation, and subcategory total) are maximums.

CATEGORY (5)—INITIAL REHABILITATION AND REPAIRS. —Es‘amates 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 Tepmrs of existing buildings, fixtures, and installa-
~ tioms (excluswe 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.
16—70617-1





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 CoOST 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@.gg

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 Operator’s 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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(¢) 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 (11%) 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 (15)
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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 (11%) percent; on an amount of ten dollars ($10.00) per ton, three and one-half (314) 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) Govermment 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.—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.

: (¢) 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 -
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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
ineurred 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.

(¢) 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 bewefit.—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 18. 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 By

ndn1strator, Defense MIHEFELs
. : Exploration Administration
BY o e

KK Partner

BY . -
y Partner
2 P
Paptner
By —
, FETCHEY"
| S ' e e certify that I am the
................................................................................ secretary of the corporation named as Operator herein;
that i - 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 OFFICE 16—-70617-1





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 S; R 10 E MDBM, San Benito County,Califor-
‘nia. The Operator is the owner of 16 of these claims and leasee of
I, 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
‘Weet Clough #1 .~ 220 : 209
West Clough #2 ' . 220 205
West Clough #3 ¥ | | 220 e
West Clough #4 21 o 591
East Clough #1 X : 220 - 207
East Clough #2 X/ 220 . 193
‘East Clough #3 | 220 - . 215
East Clough #4 ¥/ . 220 . 19l
East Clough #5 L 220 203
BEast Clough #6 : 220 195
Bast Clough #7 - s 220 - 213
REast Clough #8 , ' 220 201
North Canyon S 220 o189
Wild Goat ' 222 109
Juniper Flat o 220 197
Rattler No, 1 ‘ : : 214 501"
Rattler No. 2 214 503
Rocky Peak ' ' . 214 . 593 -
Rattler No, g , , 214 4085

Rattler No, 222 107

X/ East Clough Nos. 1 #nd 2 are held under lease dated 1/2/57, from
E. A, and Sarah C, Matthews, recorded in Vol. 229, Pages 528-532,

Y/ East Clough No, 4 and West Clough No. 3 are held under lease dated |
5/19/56 from Aelred and (race Matthewe, and Ray and Evelyn :
Winterhalder, recorded in Vol. 229, Pages 524527, ~
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MF-205
(Combines and supercedes MF-2
June 1956

*g:overnment 's Use Only
EXPLOR ON PROJECT CONTRACT

Operator
Docket No. DMEA-

Contract No. Idm-E_-
Contract Date

To the United States of America:

Referring to that certain land in the County of San Benito , State of
California . in leases ' '
40T .» described TREHASHXRN a8 follows:

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

1ne1ueive, Official Records, of San Benito County, and lease dated

Janvary 2, 1957, reeor@ed in Vol. 229, Page 5 28 to 532 inclusive,

Off3icial Recoréds of San Benitc oounty,

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 whlch the Government may acqulre an interest
or equity under the contract may be d1smantled, 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 superlor to any- adverse right or claim of the undersigned;

2. Grants to the Government a 11en upon all of the undersigned s right, title, and
interest in the land and upon any productlon of minerals therefrom, to secure the payment to the
Government of a percentage royalty on production as may be provmded 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

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

obllgatlon 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 oontraot "deed, or other document] dated ,
and recorded in Book S , 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, use an Apnex, and refer to the Annex in-the space, '






1

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

with the provisions of ‘this Agreement; and (b) to give advance ndtice 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‘mterest in or agalnst the land, or any production therefrom
furnishing the 'Government with two "copies' of such notice; and

6. Consents to all amendments (1nc1ud1ng an agreement of termmatlon) 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.__ ")
February ' , 1957 .
5431 Southside Road '
A[Sea1] Hollister, California _ [Address]
. 5431 Southside Road =
[5e5'1] Hollister, California [Address]
- 973 Terra Bella :
[5%11 ‘San Jose, California ' [addross]

973 Terra Bella —
[Seal] San Jose, -California

/ ), / , - -320 KT ‘Road 4
“"l{ ' ‘I ll/ .I. All jod - [Seal]' HOlliSteP, California [Address]

SR " 7320 KT Road :
52 | :é - Aseail Hollister, California [Address]

I, R . certify that I am the:
' ' (Secrétary, etc.) of the corporation named herein: that
who signed this agreement wads then _ S ‘ (President
or Vicée-President, etc.) of said corporation; that said agreement was duly signed for and in behalf
of said corporation by authorlty of its governlng body, and was . vn.thm the scope of ‘its corporate
powers. - :

[Address]

o . o 4
o Pt 2 Lo I A A N 2

[Corporate Seall .

STATE OF CALIFORNIA,
'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

E.A, MATTHEWS and SARAH C, MATTHEWS, his wife, €. RAY WINTERHALDER and
EVELYN T. WINTERHALDER, 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.

88.

- IN WITNESS WHEREOF, I have hereunto set my hand and affixed my Official
Seal the day and year in this Certi ate i r_st above wrigten.

or the County of

ary Pupblic in an
n Benito, -State of California.
commission expires June 5, 1960

INT.-DUP. SEC., WASH., D.C. : ’ v : . . ) n






'EXPLORATION PROJECT CONTRAGT
" MATTHEWS MINING COMPANY
'DOCKET NO. DMEA-4348
EMBIT ".A" |

Description of the Work

, The epproximate 1ecati¢na 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 rollowing'

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

No. 1 - From approximate%y 190t 8 63° & of survey
ztation 8, 8 4o

No. 2 - From approximately 270" N 20° E of survey
. station 8, N 79 W o o

No. 3 - ?ram-approximately 150' N 65° E of survev
: - station G, 3 §° ’
 The amount of axcavation ia expected ta be approximately 4
7500 cubie yards. ]

2. Drill, blast, and clean bedrock to & depth of approxi-
mately 3 feet over a diatanco of 150 reet 1n sach trench

3, Sample all favorable mineralized zones in the trenchea
and analyze samples for marcury. .

A The 1ocatlon, directian, inciination, and extent of all
work, and the method of aampling, are nubjcct to the apprcval
of the Government,

Estimated Costs of Project
Aotnal Coste

Category (1) Independent COntracts ) . " None

Category (2) Personal Services

Subcategory (&) Suggrvisicn

1 Supervi scr«Enginter~@ $5OO Oo/mo. _ S
‘1 month \ $ 500,00





Subcategory. (b)-mechni03138erv1ces.

1 Bulidezer Operator, 20 days :
- @ §2u, oo day - - § 480,00

Subeategary (e) Laber \

2 Miners, 25 days each @ $20.00/day 1,000.00

Categcry (3) Operating Materials and Supplies

Explasivea (3 trenches @ $350, 00/trench) $1, 050 00
Drill aﬁeel.(3 trenches € $75. 00, trench) 225,00

Fuel and 1ubricat1ng otl for compressor,
- 25 daya e $2. 50/day | 62.50

Fuel and 1ubricat1ng 0il for bulidozer,

20 days @ $6.00/day . . 120,00

VCafegory {4) Qperating Equipmant '

Subcategories (a) and’ (b) Rental and
Purchase o None

| Subcategory (c)‘Depreciation-

1 Compressor, 1 month @ ! 100 00,/ mo. $ 100.00
(based on value of $6 00) v '
1 Jackhammer, 1 month @ 88 0? Jmo, 8.00
(based on value of $48 |
-1 Bulldozer, 1 month g glgs OOme. 175,00
‘(pased on value of $10,500 for HD-T) :

Qategory (5) 1n1tial Rehabilitation and Repairs None

'Catesory {6) New Bulldings, Pixtures and In-
atallavions _ - None.

Category (7) Miscellaneous

?ayroll Taxes, 1iab111ty insurance $ 280}50

Analysea 50 samples $3. OOxaample _’ 150,00
'Matntenance anu Repazr of bulldozer - 200.00 ‘

,Maintenance ard Repalr of compressor amd , 2
Jacwhammsr 125.00

$1 980,00

$1.457.50

$ 283.00

$__755.50

Estimated Total CDat of Praaect

Goveynment participation at 75 percent

z&,&%s.OO'






Finance Office copy

(Reviers Toos 1954) 1 Docket No. DMEA &3LJ ............
Commodity mmury

Contract No. Idm-E™~_ 270 —

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION

EXPLORATION PROJECT CONTRACT:

: . 2 0 MAR 1957
It is agreed this day of , 195..._, between the

United States of America, acting throuéh the Department of the I é “i-or Defense Minerals Exploration
Administration, hereinafter called the “Government,” and ? }ﬁﬂ%ttflm G'é%flnins %ompa:?y 2

vd A, Motthews, Fverett J. Natthews,

g paprtnership conprised of Edward A, Natil
» g%@%ﬁilg sf mgﬁhws and James U, MEtthews

et e e no = mmmesmeemaseemeesmaniecmeommoas -

whose mailing address is 33§v1ﬁtstmtxﬁﬁﬁﬂ1atar% ca;%‘omia

hereinafter called the “Operator,” as follows:

ARTICLE 1. This contmét 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 _4 wap

consent of the Government. ‘ .

ARTICLE 2. Operator’s property ¢ights.7—(af) The land which is the subject o§ this ontléatct (here-
inafter called “the land”) is in the State of .C&L1AfOYTI® , County of .. o8N _2enito ,
and is described in Annex 1.2 . .

(b) The Operator represents and undertakes that:

(1) The Operator is the+ See Annex X ofs . See Arnex X
in the land, in possession and entitled to possession for all of the purposes of this contract, under
and by virtue of a¢ . See Annex I , ?....recorded in Book ..............._.. , PALE oo ,

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: . Attereets of iessors in

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.
rtz Insert;; n;a.me, and if an organization, its nature (corporation and place of incorporation, partnership with names of

partners, ete.). : .

! 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,” etec.

5 Insert “the entire interest,” “the mineral rights,” “an undivided one-third,” ete.

¢ Insert “deed,” “lease,” “contract,” “location notice,” “patent,” ete.

" If not recorded, so indicate by inserting “un.” :
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of the lahd (lessor, seller, optionor, et;g&, are attached, as aollows: f:@ﬂﬂ&ﬂttﬁiﬁﬂﬂand ......
_____ Subordination Agreenment ressors of 4 claims

(&F) “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). Lk

ARTICLE 3. The exploration project.—The project is a search for indicated or undeveloped deposits
of ... Mereury ' e , .. The work to be performed
is described in Exhibit “A.” The Operator on or b foge,s. ~m.i9 A< 4 shall commence
the work, and on or before 3 mos. Trom date of a%ss ﬁxe Operator’s obligation to prosecute
the work is terminated—see Article 10) shall either have completed the work or shall have incurred

aél%wgble Acosts (see Article 6) in a sum not less than the estimated total allowable cost set forth in
xhibit “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 t{;at the Government deems the unit prices for the work under the independent contract to be
reasonable. .

(¢) 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 $ﬁ2”?€71@§’ ____________ - : e

The Government shall contribute 75.. percent of the allowable costs as they are incurred in a total sum
not in excess of $335.?.0§?Q e : 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—70617-1
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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 i 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.

Subcategory (¢)—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 subeategory are maximums.

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

Subcatego'ry (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 maxiinum.
(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) ; '

(38) 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®.0s '

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 Operator’s 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 (8) 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.

(¢) Basts 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. 0. 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 (114%) percent oi__" amounts (“gross proceeds” or “value’) not in excess of eight
dollars ($8.00). per ton of production in the form in which s0ld, held, or used, plus one-half (1%)
. : 19700371





percent for each additional full fifty cents (30.50) 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 (11%) percent; on an amount of ten dollars ($10.00). per ton, three and one-half (314) 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 Admlnlstratlon 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.—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 respectlve 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
1s 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.

(¢) 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
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Executed in sextuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

Matthews Mining Company

BY - ximshrstrator, Deranse Mifsrals
Exploration Administration

By e
fartner
| Partner
PEYCTEY
I, e .y certify that T am the
..................................................... secretary of the corporation named as Operator herein;
that . - Who signed this contract on behalf of the
Operator, was then e 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 OFFICE 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 which the default must be cured; and if the Operator fails to cure such defauit
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. ,

(¢) 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 delivéred 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. Offictals 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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EXPLORATION PROJECT CONTRACT
MATTHEWS MINING COMPANY
" DOCKET NO, DMEA-4348

ANNEX I

' The property referred to in Article 2 of the contract

form sonsists of 20 unpatented lode c¢lalms located in Sections 3,

4, 5, 8, 9, and 10 of T 16 S; R 10 E MDEM, San Benito County, Califor-
nis, The Operator is the owner of 16 of these claims and lessee of
4, as indicated belcw, The location notices for these clalms are
‘pecorded in the Recorder's Office at Hollister, San Benito County.
California, at the Book and Page Numbers indicated, '

.Name of Claim . 4 Book Page
West Clough #1 ‘ ‘ 220 209
West Clough #2 L S 220 20%

- West Clough #3 ¥/ . 220 21
West Clough #4 . 218 591
East Clough #1 y ST 220 0 207

.- Rast Clough #2 X/ - . 220 . 193
East Clough #3 220 - . 21%
‘Kast Clough #1 ¥/ - g0 191
Bast Clough #5 ~ . ' 220 | 203
East Clough #6 o , 220 195
East Clough #7 - 220 . 213
‘East Clough #8 ‘ - 220 20
North Canyon 220 . 199 -
wWild Goat = - gez 108 -
‘Juniper Flat ST 220 S 197
Rattler No, 1 . 214 - 501
Rattier No, 2 21h . 503
Roeky Peak | S 218 593
Rattler No. g . - - 214 - hos

Rattiler No, 222 ' 107

X/ East Clough Nos. 1 and 2 are held under lease dated 1/2/57, from
E, A, and Sarah ¢, Matthews, recorded in Vol, 229, Pages 520-532,

¥/ East Clough No, 4 and West Clough No. 3 sre held under lease dated
5/16/56 from Aslred and Grace Matthewa, and Ray and Evelyn .
Winterhalder, recorded in Vol, 229, Pages 524-527, ’





4 %

) MF~205 o oo : _ Government's Use Only
(Commbines and supercedes MF-2 nd MF-203) - ' o o EXPLO ON PROJECT CONTRACT

v June 1956 , ' . Operator
) : Docket No. DMEA-_—

~ Contract No. Idm-E
- Contract Date

: =
CONSENT TO LIEN
. and ,
SUBORDINATION AGREEMENT 1/

To the United;States of America: .
o : - S g - San- ' ‘
~ Referring to that certain land in the County of an Benito , State of
" o .. 1n leases- '

California - ., desoribedXdK¥iHIs: 2/as follows:

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

inclusive, Offi_é:ial Records of San Benito Couhty, and lease dated

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

Official Records of San Beni'co County,

which is the subject of a prdposed 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 whiéh 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 prlor
and superlor to ‘any adverse right or clalm of the undersigned s o

2. Grants to the Government a 11en upon all of the undersigned s rlght title, and
interest in the land and upon any production of mlnerals therefrom, to secure the payment to the
Government of a percentage royalty on productlon as may be provided for by the Contract;

‘3. Subordinates the undersigned's right, 'title, clalm. or 1nterest in or agalnst the
land and in any production therefrom to the rights of the Government under the oontract 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 follow1ng
(If "none" insert the word "none." Do not leave lines blank.)

o ‘ - . NONE

NONE

NONE -

1/ Mining or production .from the land is not required, ahd 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' r (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, use an Annex, and refer to the Annex in the space,
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" EXPLORATION PROJECT CONTRACT
"MATTHEWS MINING COMPANY
. DOCKET N0, DMEA-h348
© BXHIBIT? "A"

Desoription of the wark

' Thu c proxinatn iccations of the work are shown on the
nap tntitldd.”rigurv 3 E1 Cajon Mine, San Benlto Canty, calirornia,
atttched hereto and mede & part hereof, L

The wﬁrk conniatl of tht rollowins*’

: : 1. nxoavatc chrat trnnehns having dimanniona avcraging., ,
 approximately 200 feet long by 15 feet deep by 23 feet wide,
baainning at the peints and thending 1n the directions given-

‘No, I - Prom cppruximatc&y 190* 8 63° E of survey
. ' ' ltttion Q, 8 40

W'NQ’ a From ;pproximattér 270* n §o° E of survey
o ttukion G, N 72

" Nc. 3 .rrun approxinttoly 150' 65° E of survey
. - station @, 8 4o , ,

: The amount of cxaavation 18 expcetcd t0 be uppraxlmate‘y
47500 .euble yarﬁn¢ ' ‘

: 2. nrill; blist, snd clean hedrock to a dcpth of approxi»
»matcly 3 feet over s distance of 150 feet 1n each trench,

3. Saaplc ail fa?orablc mineralized zones in the trcnchts
- and unalyzt sanples ror maruury. ' 4

The losation, direeticn, inciination, and sxtent ot ali -
work, and the method of sampling, are ;uhsect to the aypraval .
of thw ﬁovcrnmnnt. -"

Eatinntod CoBts ot Proi:ct - 3‘;,‘
| Aqtual Costs o

Category (1) 1ndqpend¢nt ﬁanzrueta . Hene

Cntcsary (2) Personal servioc:
| Subaaeagarv (a) Supervision

1 Superviuur«xnginear“e $5oo 00fmc. o o






' subcategory (h) Techuical Servicaa@'
N | auiidazcv Operator, 20 da:s

@ $24,00/day - $ 480,00

Subcategory (¢) Labor |
2 Miners, 25 days each @ $20.00/day 1,000.00
Category'(S} Operating Materials and Suppiies.

Expla;ﬁvaa (3 trenches @ §350. 00 ‘trench) $1,050,00

Drill steel (3 trenches @ $75.00/trench) 225,00
Fuel and . hubricatzng oil for compressor.

2% days € $2.50/day | 62,50
Fuel and auhrieating ail for bulidozer, »
20 days € $6,00day | . 120,00

Category (4) Uparating .guxpmnnt

- Subcategories {a) and (b) Rental and
Purchage . ‘ : None

| Subcatcgcry (a) Depreeiation

1 Compressor, ) morith @ $100,00 mo, $  100.00
(based on value of $6,000) '

1 Jeekhammer. 1 manth‘@.$8 00./m0, 8.00
(pased on value of $480. 00) ~

1 Buildozer, 1 month & $175,00 ‘mo, 175,00

‘ (pased on value of $10,500 for HD-7)
¢ategory (5) Initiai Rehabilitation and Repairs None

catagery (6) ﬂew,ﬁuildinga, Fixtures and In-
staligtione | None

Category (7} Miscellaneous

?ayroll Taxea, liabtlity insurance $"280.50

Snalyses 50 samples @ $3.00/sample 150,00
 Matntenance and Repalr of bulldozer 200,00

Maintenance and Repailr of ¢ampresacr and
Jackhanmer 25,00

$1.,610.00

$1,457.50

$ 283,00

iad

755,50

Estimated Total Cost of Project
Government participation at 75 percent

i i

) &?6 00





Division copy
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Docket No. DMEA B30
Commodity ﬁémum. _____

Contract No. Idm-ELD6Y......

MF-200
(Revised June 1954)

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMlNlSTRATlON

EXPLORATION PROJECT CONTRACT !

R 1957 : '
- It is agreed this R 0 WA day of ... , 195...., between the

United States of America, acting through the Department of tiﬁ I%,t%,ﬁ or Dﬁeh‘i Mmerals Explorat1on

Ad tration, h fter called the “G t” a ng COmpRiy,
B AT APARTD GotpR s Of BANBI A, ‘%a*mm: Evarets J, MALLHeWE,
TEXESS S, MEEThews and Jaues U, MALLh _

hereinafter called the “Operator,” as follows:

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 i man
The Operator shall not transfer or assign this contract or any rlght therennder without the ertten
consent of the Government. :

ARTICLE 2. Opemtor s property rights —(a) The land which is the subject of this_contract (hel e-
inafter called “the land”) is in the State of C81ifornia , County of ..o 813 B@.7%9 ,
and is described in Annex 1.3 :

{b) The Operator represents and undertakes that:

(1) The Operator is the+ €@ Annex & of s ...SRe B 1ex I
in the land, in possessmn and entitled to possessmn for all of the purposes of this contract, under
and by virtue of a¢ .See Aunex I T recorded in Book ................. ) PAZE e ,

official records of said County; and -
(2) The Operator’s right, title, or interest (Whether as owner, lessee,«or otherw1se) is, subject
onlx to éh'e following claims, liens, or encumbrances: xﬁ‘ttmﬁﬁﬁ of iengors | ”\

u» «k

(c) The Subordination Agreement of the holder of any clalm hen, or encumbrance listed above
and (if the Operator does not hold the legal title) the Consent to L1en of any holder of the legal title

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

*Insert n)ame, 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,” ete.

® Insert “the entlre mterest ” “the mineral rights,” “an und1v1ded one-third,” ete.

¢ Insert “deed,” “lease,” “contract »” “location notlce,” ‘“patent,”’ ete.

"If not recorded 80 1nd1ca.te by 1nsert1ng “un.”
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of the land (lessor, seller, optionor, etc.), are attached, %s ollows: .. Gonsent £o [len and
_____ Subordinetion Agreensnt of ’‘eascrs of irasims T

(2),:The’ Operator shall preserve and maintain his right, title, and interest in the land and his right
to thé 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
gt()b%]zz.ilrgx against the land or any production therefrom except for any production referred to in Article

N

ARTICLE 3. The exploration project.—The project is a search for indicated or unde\}eloped deposits

of . Mereury ; e , .. The work to be performed
is described in Exhibit “A.7_ The Operator on or bef0@{}7%4%5? - ,,.»E'g_-_:_‘t'e_:__z.f._c,z ........ shall commence
the work, and on or before .} &u& $L0B date of (unless the Operator’s obligation to prosecute

the work is terminated—see Article 10) shall either have completed the work or shall have incurred
aél%vgrg]%le A:osts (see Article 6) in a sum not less than the estimated total allowable cost set forth in
xhibit “A.” ) v

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 tkl)lat the Government deems the unit prices for the work under the independent contract to be
reasonable. : ’

(¢) 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 Gogggﬂnment,—The estimated total allowable cost of the project,
set forth in Exhibit “A,” is the sum of $. 397800 - ,
The Government shall 'gontribute &2 percent of the allowable costs as they are incurred in a total sum

not in excess of $s %o st N : 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.

Subcategory (¢)—Labor.

CATEGORY (3)—OPERATING MATERIALS AND SUPPLIES.—Includes such items as drill bits and steel,
explosives, fuel, pipe, power, small tools costing less than $5O 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 (¢)—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 'repa,ws of existing buildings, fixrtures, and installa-
tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum.

Subcategory (b)—Initial rehabilitation and repairs of opemtmg 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) ; '

(8) 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, etec.), 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 Operator’s 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 in¢lud-
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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(¢) 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 untilethe 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.

(¢) 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) ; exzcept, 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 (114) 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%)
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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 (114) percent; on an amount of ten dollars ($10.00) per ton, three and one-half (31%) 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.—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
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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.

. (¢) 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 18. 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 By Agn;s (2 s .
| | Explbramm ammaasration

By R PABEAGE
N
Y Paptiien
B 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 Sald corporation by authority of its governing body, and is Wlthm
the scope of its corporate powers.

[ CORPORATE ] ¢
SEAL

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





 EXPLORATION PROJECT CONTRACT
- MATTHEWS MINING COMPANY
" DOCKET NO, DMBA-4348
| | ANEX T o
Tha‘propebty referred to in Article 2 pf'thc eontract
form consists of 20 unpatented lode claims located in Sections 3, ‘
h, 8, 8, 9, and 10 of T 16 S; R 10 E MDBM, 5an Benito County Califor-
nis. The Operator is the owner of 16 of these claims end lessee of
4, as indicated delow, The location notices for these claims are

recorded in the Resorder's Office at Hollister, San Benito, County,
California, at the Book and Page Numbers indicated, = ‘

 Name of Claim SRR Book . . Page
West Clough #1 : . 220 o 209
West Clough #2 .~ - . - 220 . 205
West Clough #3Y/ = = ge0 21
West Clough #4 o - 214 . 5%
East Clough #1 X/ . 220 - 207
Bast Clough #2 X/ ’ 220 _ 193

~ Bast Clough #3 L _ - 220 - o 215
East Clough #4 ¥/ .22 - . 191
Rest Clough #5 . e20 - 203
Bast Clough #6 o : : 220 195

East Clough #7 = g0 213
Esst Clough #8 o o220 | 201
North Canyon o 220 S189 .
Wild Goat SR ' : 222 ' 109

- Juniper Flat , : 220 -19T

Rattler No, 1 ‘ : ‘ 214 \ 501
Rattler No, 2 , 214 . %03
Rocky Peak T , 214 ‘ - 893
Rattler No. 3 . 214 , 408
Rattler No, & : :

222 107

X/ East ﬂlough'wou; 1 and 2 are held under lease deted 1/2/57, from
E. A, and Sarah C, Matthews, recorded in Vol, 229, Pages 528-532,

'-'gj East Qlough No, 4 and West Clough No, B»aré held under lease dated
©.5/19/56 from Aelred and Grace Matthews, and Ray and Evelyn
Winterhalder, recorded in Vol, 229, Pages 524-527, '





F, Government's Use Only
EXPLO! ON PROJECT CONTRACT

MF-205 = : (.
(Combine’s and supercedes MF-2 nd MF-2

June 1956 ). Operator
A\ ‘Docket No: DMEA-
Contract No. 'Idm-E_
" Contract Date
' " i . ( } ’ :‘ ..dm R
AR ks - .
3’5’REEMENT Y
LooanneT o Da v . SN S T 2 ST S S
To the United States of Americai ® > . i G .o Lt o Lo
Referrmg to that oertam land in  the County of ) R .S&n~;ﬁe'¥iito, State of
R R “in: leases Co T e T e
California‘ o ', described BEXAERBHSK 2/ as fOllOWS. Cov

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 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 superlor to any . adverse rlght or claim of the under51gned

- 2. Grants to the Government a 11en upon all of the undersigned‘s rlght tltle, and
intérest in the land and’ upon ‘any productlon of- mlnerals therefrom, to secure. the payment to the
Government of a percentage royalty on productlon as may be provided for by the Contract,

ot F : RN Cd . T AP

3. Subordinates the under51gned's rlght title, claim, or 1nterest in or agalnst the
land and in any productlon therefrom to the rlghts of the Government under the contract W1th respect
to royalty on productlon and liens to secure same; €’ C k

- . T e L an Y _
4. Represents ‘and undertakes that there is no'claim,flien,,or :encumbrance upon the
undersigned"suright,Ititle, claim, or interest -in or agalnst the. land other than the follow1ng

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

SO SR " ' NONE

NONE

NONE _

1/ Mining or productlon from .the 1and is not requlred and in the absence of productlon there is no
obligation to pay royalty to the Government.

2/ Either (a) insert the legal descrlptlon of the land, ‘or (b) strike out the words "as follows".
and insert "in.a lease [or contract deed “or ovher document] dated e )
_and ‘recorded’ in Book - ;-'Page - . N ~official récords of ‘said county." If (b)
. is used, the book ‘and pagé of. recordatlon ‘cannot- be dispensed w1th If the.space provided is
insufficient, use¢ -an Annex, ‘and refer to the Arnéx in.the space, S '






N

5. Undertakes and agrees (a) neither to commit any act nor assert any claim in conflict 7
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 agalnst the land, or any production therefrom
furnishing the Government with two copies of such notice; and

) 6. Consents to all amendments (inciud’lng an’ agreemeht of termination) and assignments of
the contract without notice thereof, and undertakes and agrees that this Agreement shall extend and
apply thereto. _ : » o

7. Added provision: . none : (State "None" or "See Annex No. ")
ated thjs _20th day of : Februa—ry. , 1051
1427)» Eh?l Southside Road

- [Seal] lister, California [Address]

5431 Southside Road
s/Q 10, )L&Q\ ﬂ 7/)4 Q%ﬁ; U/W [Seal] _Hollister, California [Address]

- 973 Terra Bella

v [) /]')Ar/] W%ﬂ [Seall —san Jose, California [address]
. 174 . k : 973 Terra Bella

San Jose, California hdmwsﬂ
"+ 320 KT Road : _

-Hollister, California [Address]

320 KT Road

Hollister, California [Address]

: certify that I am the
(Secretary, etc.) of. the corporatlon 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 authorlty of 1ts governlng body, and was within the scope of 1ts corporate
powers., -

[ - '..1 I M AR - 3 e 7 s -

C ;[C°§E,’_Plf%t°f-§,°all’)c; o

STATE: OF-CAL‘IF.ORN.'IA oadn SRS . ) YL LS GU G
_ Ss.
COUNTY. OF SANUBENITO. ;) <t TR NGO ;‘;r L

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

E.A. MATTHEWS and SARAH C. MATTHEWS, his wife, C., RAY WINTERHALDER and
EVELYN T. WINTERHALDER, 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 WHEREOF, I have hereunto~set my hand and affixed my d?ficial

'a,,~\w

n Benito, State of California

(::gétary Publlc in and for the County of
a
My ‘commission expires June 5, 1960

o | " L : ,"» .
INT.-DUP-*SEC., WASH., D.G. . ot B 71
[ . .

P >





 EXPLORATION PROJECT CONTRACT
MATTHEWS MINING COMPANY
DOCKET NO. DMEA-4348 -
EXHIBIT "A"

Deseription of _the Work

, whe appraximmte 1ccations of the work are shown on the
nap entitled "Figure 3 El Cajon Mine, San Benito County, California,”
attaahed hereto and made a part hereof.

The work eonsists of the following:
1. Excavate three trenches having dimensions averaging
approximately 200 feet long by 15 feet deep by 23 feet wide,
: hcginning at the: points and extending in the directions given:

no. 1 - From approximate y 190' 8 63° E of survey
~station &, S ho¥ w

~ No. 2 - Frou.approximstely 270' N 20“ E of survey
. station &. N 72° w

No, 3 - Prom approximately 150' N 65° E ot survey
atation @, 8 47%w

‘ The amount ot exeavation is expceted to be. approximately .
750& cubic yax'dl. .

2. Driil, blaat, and ¢1ean bedrock to a depth of approxi-
mately 3 feet over a distance of 150 feet in each trunch* .

. 3. Sample all favorable minerslized zones in the ﬁrenohas
ané analwze samples for mercury.,

The location,. direct;on‘ 1ne1lnation. and extent of all
worl;, and the method of aampllng, are aubjocc to the approval
of the Government,

Estimated Costs of Project

Actusl Costs

Category (1) Independent cgntraata - None
* Category (2) Personal Services |
| Sﬁbc&tcgaryf(;) Supervision |

1 Supervisor-Engineer @ $500 00/mo, L
1 month | | $ 500,00






Subcategory (b)'Tochn1¢al-Servicaay

1 nulxaazcr Operator, 20 days

@ §24,00/day - $ k80,00
Subcategory (¢} Labor = | | |
. @ Miners, 25 days each @ $20,00/dey 1,000.00 $1,980,00

Cntegury (3) Oparating_nateriala and Supplies
Explosives (3 tr&neh&a @ $350. Ooftrench) $1,050,00
Drill steel (3 trenches & $75. eoftranch) 225,00

tuel and 1ubricat1ng otl for comprnasor,

25 days € $2,50/day o 62.50
Fual and lubricating oil for bnlldozer, ' ' '
20 days @ $6.00/day . ‘ 120,00 $1.487.50

Category (4)'0p0ratingwEggipmgnt

Subecategories (a) and (b). Rtnbal and :
- Purchase None

Subcatcgcry (e) bepreciation

1 chprcasor, 1 wonth € &100 eo wo, = $ 100.00
& ased on value of. $6 gg & .
acikhammer, 1 month 0/mo, - 8.00

_ based on value of gygo OO% _ _ n
1 Bulldozer, 1 month 175,00 /mo, . _175.00 $ 283,00
(pased on value of $10,500 for HD-T) o
Catagory (5) Initial Rehab. litation and Repairs None

categcry (6) New Buildings, Fixtures and In-
stallations None

Category (7) Miaccllancoua

Payroll Taxes, 11ab111ty 1naurance | $ 280.50
Ana&yaea 50 samples @ $3 oofsample - 150.00
| Matntenance and Repair of bhulldozer ' ,  200.00

ﬁainttnanco and Repalr of compressor and :
~ Jackhamwer ..125.00 $__75%.50

Estimated Total Cost of Project za,u 6.00
Governnant partiaipatien at 75 percent






Operator's copy

(Revised Tune 1954) - " Docket No. DMEA & 3!4__8_ _______ -

Commodity ... Mexreury ...

Contract No. Idm—]". 089 ..............

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION
EXPLORATION PROJECT CONTRACT®

It is agreed this 2 0 AR 1957 day of = , 195...., between the

United States of America, acting through the Department of the Interior, Defense Mlnerals Exploration
- Administration, hereinafter called the “Government,” and ® _Matthews Mining Company, .

.a. partnemm aomprised of Edward. A. Matthews, Everett J. Hatmemm....
Edward S. Matthews and James D, Matthews )

heremafter ca]led the “Operator,” as follows:

ARTICLE 1. This contract is entered into under the authority of ‘the Défense Production Act of
1950, as amended. It consists of this form (MF-200), the attached Exhibit “A,” Annex I, and l.map.

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

ARTICLE 2. Opemtor’s property rights.—(a) The land which is the subject of this contract (here-
inafter called “the land”) is in the State of California ... .. , County of _San Benlto. . ... .. ,
and is described in Annex 1.2

(b) The Operator represents and undertakes that:

(1) The Operator is the*See _Annex X . of5 ___ See Annex X ..
in the land, in possession and entitled to possess10n for all of the purposes of this contract, under
and by virtue of a¢ . See Annex I T recorded in Book ... ooy PAZE ,

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: .. Interests. of. lessors. m..l& ............
B = B - SO )

(¢) 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.
tz Insertt n;zme, 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
excludlng any areas from which the production is not to be subJect to the Government’s percentage royalty.
*Insert “owner,” “lessee,” “contract purchaser,” “locator,” ete.
® Insert “the entire interest,” “the mineral rights,” “an undivided one-third,” etc.
¢ Insert “deed,” “lease,” “contract,” “location notice,” “patent,” ete.
*If not recorded, so indicate by inserting “un.”
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of the land, (lessor, seller, optionor, etc.), are attached ollows: ... Consent to Lien. and
Subordination Ag @%ﬁﬁ claims _

___________ greement of lessors

(d§* Thee 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

g(()bc)lazin)a against the land or any production therefrom except for any production referred to in Article
1). '

o aane
it .

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

of .. ercury e S . The work to be performed

- is described in Exhibit “A.” The Operator on.or befo b 22 LZL 7. shall commence
3 mos or befoRsonta | '

the work, and on or before 5 _mos. ? rom date O; }tg(ouxrrﬂ%ss %ﬁé Operator’s obligation to prosecute

the work is terminated—see Article 10) shall either have completed the work or shall have incurred -

aélo}:’vgble A:osts (see Article 6) in a sum not less than the estimated total allowable cost set forth in
xhibit “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 tkl)lat the Government deems the unit prices for the work under the independent contract to be
reasonable. '

(¢) 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 Govﬁrnénent.—The estimated total allowable cost of the project,

set forth in Exhibit “A,” is the sum of $ 4i7 .00 -

The Government shall contribute 19.. percent of the allowable costs as they are incurred in a total sum

not in excess of $3357-0 ..... ...t 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~-70617-1






voucher or vouchers such sums as it sees fit not in-eéxcess 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 refzrred 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 fdllowing 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.

Subcategory (¢)—Labor.

CATEGORY (8)—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.—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 repaii‘s‘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 of this subcategory 1S 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) ; '

(8) 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 X O« ‘

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 Operator’s 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.) o SR
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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 opinioil 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.

(¢) 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 (114) 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 (14)
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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 royaity on an amount of five dollars ($5.00) per ton would be one and one-
half (114) percent; on an amount of ten dollars ($10.00) per ton, three and one-half (314) 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.—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.

(e¢) 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
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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.

(¢) 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 provisioné.—
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Executed in sextuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

LS THE LA 55‘%
s Dt 1se Mingrals
Exploration Administra 1on

Matthews Mining Company

By —Administratdy, Defense
By ) e )
)} EEEX) rartner
By ‘
y PaTETED
By :
Partner
By
rarthner
) S : e , 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 corporatlon by authority of its governing body, and is within
the scope of its corporate powers. -

[ CORPORATE
SEAL

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





EXPLORATION PROJECT CONTRACT .
MATTHEWS MINING COMPANY
" DOCKET NO. DMEA-U348

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 8; R 1C E MDEM, San Benito County Califor-
nia, The Operator is the owner of 16 of these claims and leSsee of
i, 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 o - 220 o 209
West Clough #2 : - U 220 : 205
west Clough #3 ¥/ 220 - 211
West Clough #4i A ‘ _ 214 591
East Clough #1 X : 220 : 207
East Clough #2 X/ =~ - 220 193
East Clough #3 | | 220 - 215
East Clough #4 ¥/ o 220° ‘ 191
 East Clough #5 - . 220 203
‘Rast Clough #6 L o 220 195
East Clough #7 ; 220 213
East Clough #8 ' . 220 201
North Canyon B , £20 199
Wild Goat \ - . 222 - 109
Juniper Flat o 220 - S 197
Rattler No. 1 : ‘ _ 214 ' 501
Rattler No, 2 | 214 . 503
Rocky Peak - 214 593
Rattler No, 3 A C214 kos
Rattler No, 4 : o . eee : 107

X/ East Clough Nos. 1 and 2 are held under lease dated 1/2/57, from
~ E., A, and 8arah C., Matthews, recorded in Vol, 229, Pages 528-532,

Y/ Bast Clough No, & and West Clough No. 3 are held under lease dated
| 5/19/86 from Aelred and Grace Matthews, and Rey and Evelyn
Winterhalder, recorded in Vol. 229, Pages 524-527, ‘
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MF=205
(Combines and supercedes MF-2

_F'tovernment 's Use Only
EXPLOR ON PROJECT CONTRACT

PREPEN

June 1956 Operator .
*Docket No. DMEA- -~ “::

"' Contract.No. Idm-E ' - " "* - ‘...
Contract Date : )

J o 'v . SUBORDINA : N
n SN -_'.: AR R T S R .‘.‘,(i-‘\lf"i- PO S S
To the Unlted States of America e LS T - J IR .
. L e - ‘, . N B N ks N
Referrlng to- that certaln land, in; ‘the County “of Q .,S'a‘n* ‘ABen-i"-t‘.o"i L State of
) I OO 1n lea\ses [ o e
California , descnbed axLotwexd 25 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 Benito County,v

which is the subject of a proposed exploration project contract, hereinafter cdlled 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 nay 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 tle 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 llen upon alL~of the undersigned's‘rlght trtle, and
interest in the Iand and upon any production of mlnerals tnerefrom, to seécure. the payment to the
Government of ‘a percentage royalty on’ productlon as may be prov1ded 4or by the Contract

3. Subordinates the unders1gned's rlght title,!clalm, or 1nterest 1n or agalnst the
Yand-and in any production therefrom to the rlghts of the Government undenvthe contract with respect

to royalty on productlon and llens to secure same; "

Ly A
T .
g

LhLaLn o LT - ,
4. Represents and undertakes that there 1s ‘no,; c1a1m,\11en,lor encumbrance upon the
undersigned's right, title, claim, or interest in or agalnst the 1and other than the following:

(If "none" insert the word "none." Do not leave llnes blank )\;,g _‘;-g_;oc;-ﬁ

.ﬂ-“
o

. a e g e [
FERNEN - ARPENN .- .

» : v DTS . T T N

LG

" NONE

_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/ 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 iy OFficial records of said oounty "If (b)
is used, the book and page .of recordation cannot be. dispensed w1th 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, clainm, or interest in.or against the'land, or any production therefrom
furnishing the Government with two obpies 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. o

7. Added provision: 5 '110118 , v(State "None" or "See Annex No. ")
‘Dated this 20th  4ay of ‘February ., 1es1.
s ' S 5431 Southside Road
[sea1] _Hollister, California [Address]
-~ 5431 Southside Road =
[sea1] _Hollister, California [Address]
' 975 Terra Bellad :
[Seal] " San Jose, _California [Address]
Itz
[Seal] San Jose, ‘California [Addres's]
: 320 KT Road _ _
- [sea1] _Hollister, California [Address]
] — 320 KT Road _ -
.A_SOM] Hollister, California [Address]
I, - : . e - | certify that I am the
(Secretary, etc.) of the corporation named herein; that
who signed this agreement-was then - s (President

- or Vice- Pr951dent. etc.) of said corporation; that said agreement was duly signed for and in behalf
of said corporation by authority of its governlng body, and was within the scope of its corporate
powers, '

. L, o ey e pye e e N R
PRSP PR & L S A T 5 NS (:/ '

. ““,‘K[QorppraQe‘Seall
(ST Dl 00

" STATE OF CALIFORNIA, oy | o
CIORED 1 R TR Tyt b RS S SN A AR I SO BN
COUNTY OF SAN BENITO )

On this 20th day of February, 1957,,be£ore me, JOHN T LEWIS, a Notary
Public in and for the County of San Benito, personally. .appeared i

E.A. MATTHEWS and SARAH C. MATTHEWS, his wife, C. “KAY “WINTERHALDER and
EVELYN T. WINTERHALDER, his wife, and AEIRED M. MATTHEWS and GRACE A,
MATTHEWS, his wife, known to me to be the persons whose names are

subscribed to the within 1nstrument and they executed the same. .
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my Official

Seal the day and year in this Certificate first a?izfzyritte

N Public In and fér the County of
' : ' an/Benito, State of California.
‘ _ ‘ _ commission expires June 5, 1960

¢ INT.-DUP. SEC., WASH., D.C. . . : 71





" EXPLORATION PROJECT CONTRACT
. MATTHEWS MINING COMPANY
DOCKET NO. DMEA-4348
EXHIBIT "A"

Description of the work

- The approximate 10oations of the work are shown on the
map entitled "Pigure 3 El Cajon Mine, San Benito County, California,“
attached hereto and made & part hereof,

| The work eonsista of the rollowing~'
1, Excavate threa trenches having dimansions averaging
- approximately 200 feet long by 15 feet deep by 23 feet wide,.
beginning at the points and extending in the dira¢tions given:

No, 1 - Prom approximate%y 190* 8 63° K of survey
. station @, 3 40

No. 2 - From approxinately 270' N 20° E of survey
_ atation G, N 72 w.

No, 3 - From approxim&tely 150' N 65 E of survey
' station G, 8 Wr° A

The amount of excavation is expecta& to be approximately
7500 cubic yards..

' 2. Drill, blast, and clesn bedrock to ‘a depth of approxi~
' mately 3 feet over a distance of 150 feet 1n ‘each treneh. '

3. Sample all favorable mineralizad zonea 1n the . trenches
and analyze gsamples for mereury.A" 4

The location, direction, 1nclination, and extent of all’
work, and the method of sampling, are aubject to the approval
of the Governmant -

Estimated Costs of ?ro;ect

Actual COBtS

Category (1) Independent contracts ~ None

Category (2) Personal Services

Subcategory (a) Supervision

1 Supervisorwzngineer @ $500. Oo/mo, : A
1 month . $ 500.00





Subcutegory (v) Pechnical Serviéea@,

1 Bulldozer Operator, 20 days f S
@ $24,00/day - o © § 480,00

Subcategory {c) Labor

2 ninera, 25 days each @ $20, Oo/day vl,ooa.oo

$1,980.00
. Category (3) Gperating Materials and Supplies
'Explonivea (3 trenches @ $350,00/trench) $1,050,00
o Drill steel (3 trenches-@ $75'00/trench) 225,00
Fuel and lubricating oil for cCompressor,
25 days @ $2,50/day 62,50
Puel and lubricating oil for bulldozer, o _
20 days @ $6 00/day 120,00 $1,457.50
Category (4) Operating Equipment
Subcatcgoriee (a) and (b) Rental and -
Purchase B None
Subcategory (c) Depreciation | a
1 Compressor, 1 month € $100,00/mo. ~ $ 100.00
(based on value of $6,000
1 Jackhammer, 1 month @ $8,00/mo, - 8.00
(based on value of $h%? 00) y . ‘ A o
1 Bulldozer, 1 month @ $175,00/mc, 112.00 283,00
: (pased on value of $10, 506 for HD-T) ' ! ¢ ’
, Gategorv (5) Initisl Rahabilitation and Repairs None
Category (6) New Buildings, Fixtures and In- |
stallations .. None
Category (7).Hiscallaneous- - | i
Payroll Taxes, liability insurance $ 280,50
Analyses 50 samples @ $3;00/bample ’ 150,00
Maintenance and Repair of bulldozer - 200,00 ‘
Maintenance and Repalr of compressor and - , -
‘Jackhammer 125.00 §__755.50

Estimated Total Ccst of Project
Government participation at 75 percent

g

4,476,00
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Extra copy
(Revised Ju?,e 1954) Docket No. DMEA __...l_‘.%..g.......‘;.}..
Commodity Mercury N

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION
EXPLORATION PROJECT CONTRACT!

It is agreed this' 2 0 AR 1357 day of , between the

United States of America, acting through the Department of t n ration
Administration, hereinafter called the “G% ent,’s anﬁa w]&%ggiﬁ%}i@%ﬂw ______

partnership comprised of Edwar eg_neﬁa, ore p eWE;
%dward S, Matthews and James U, mm

hereinafter called the “Operator,” as follows:

ARTICLE 1. This contract is entered into under the authority of the Defense ProductioriAl%g ‘

1950, as amended. It consists of this form (MF—200) the attached Exhibit “A,” Annex I, and .= ==% 4

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

ARTICLE 2. Opemtor s property mghts The land which is the subject o S (he1 e-
inafter called “the land”) is in the State of ..M al 5-8 ...... ’-’i ................... , County of .. éﬁlﬂ %%E)
and is described.in Annex I.2
(b) The Operator represents and undertakes that: ‘ .
(1) The Operator is the * }? .ofs SQeMnex X
in the land, in possession and entltled to possession for all of the purposes of this contract, under
and by virtue of a¢ .. See Annex I -, T....recorded in Book ......... S , PALE e ,
official records of said County; and
(2) The Operator’s right, title, or interest (whether as ownere less r otherw1se is &ubject
onlylto ttl:lx; following claims, hens, or encumbrances: ..__%* Interesis o1 1 ' asors in & @
¢lail

(c) The Subordmatlon 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 L1en 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 n;«xme, and if an organization, its nature (corporation and place of incorporation, partnership with names of
partners, ete

? 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,” ete.

s Insert “the entire mterest * “the mineral rights,” “an undivided one-third,”

¢ Insert “deed,” “lease,” “contract ? “location not1ce,” “patent,” etc.

*If not recorded S0 mdmate by msertmg “un.”
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of the land (lessor, seller, optionor, etc.), are attached, as aollows: , Congent_to fyen and -
Subordination Agreement of iessors of 4 claims o -

6@)2 *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

.gc()bc)la(,in)l against the land or any production therefrom except for any production referred to in Article
1).
. S8 L

ARTICLE 3. The exploration project.—The project is a search for indicated or undeveldped deposits
of . Mercury e eeneaneas . - The work to be performed
is described in Exhibit “A.” The Operator on or befo P shall commence
the work, and on or before 3.i208. fyom date of Wfﬂ‘l‘ﬁfsa ﬁlﬁé Operator’s obligation to prosecute
the work is terminated—see Article 10) shall either have completed the work or shall have incurred

aélcilwable' A:osts (see Article 6) in a sum not less than the estimated total allowable cost set forth in
xhibit “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 tl?lat 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 $.4476.,00 § ’
The Government shall contribute ?5 percent. of the allowable costs as they are incurred in a total sum
not in excess of $3357.00 ‘ , : 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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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(¢), 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 spec1ﬁed 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.

Subcategory (¢)—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.—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 duphcated under any other category The estlmated
total of this category is a maximum, :

Subcategory (a)—Initial rehabilitation and repairs of existing buildings, ﬁxtu’res, 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 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 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, ete.), 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 Operator’s 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.

" (¢) 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 (114) 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 (I5)
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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 (114) percent; on an amount of teh dollars ($10.00) per ton, three and one-half (314) 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) Govermment 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.—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.

(¢) 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
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date such property was purchased urder 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.

(¢) The giving of any notice by the Govqrnmént 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 deemment 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 18. Changes and added provisions.—
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Executed in sextuplicate the day and year first above:written.

THE UNITED STATES OF AMERICA

g @. ©. Mittendor? -
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Explopation Admi:sfsvration

Matthews X3

B i
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) SO S , certify that I am the
......... - <. Secretary of the corporation named as Operator herein;

that o 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 OFFICE 16—70617~1





EXPLORATION PROJECT CONTRACT
MATTHEWS MINING COMPANY -
DOCKET NO, DMEA-43885

MNEX T

: The property referred to in Article 2 of the contyect -
fors coneists of 20 unpatented lode claime located in Seetions 3,
4, 8, 8, 9, and 10 of T 16 S; R 10 E MDEM, San Benito County,Califor-
nia, The Operator is the owner of 16 of thess elaims and lessee of
k, as indicated below, The location notices for these claims are
recorded in the Resorder's Office &t Hollister, fan Benito founty,
California, at the Book and Page Numbers indicated, ‘

Name of Claim , - - Book = - lPage
West Clough #1 o 220 , - 209
Weat Clough 2 S 220 205
West Clough #3 Y/ o e . 2
West Clough #4 S 21 - 591
East Clough 1 X/ I - 220 - R0T
East Clough #2 ¥/ | | 220 - . 9%
East Clough #i ¥/ _ - g0 - . 191
Eest Clough #5 . 220 . 203
Rast Clough #6 T ‘ 220 195
Bast Clough #7 o . 20 SRR 2 X
East Clough #8 B 22 @ 200
North Canyon . o ‘ 220 o 199
Wild Goat o @2 0
Juniper Flst / 220 39T
"Rattler No. 1 o 214 BRI £ ) |
Ragstler No, 2 B ' 2i8 . 8503
Rogky Peaw | - . 218 | 593
Rattler 8@;»2 _ R 214 .. hon
Rattlier Yo, o |

g2 107

X/ East Clough Nos, i and 2 are heid under lease dated 1'2/57, from
" E, A, and Sarah C. Matthews, recorded in Vol, 289, Pages 520.532,
¥/ East Clough No, 4 and West Clough No, 3 are held under leass dated

5/19/56 from Aeired and Grace Matthews, snd Ray and Evelyn
Winterhalder, recorded in Vol, 220, Pages S524-527, ‘

/L‘





| EXPLORATION PROJECT CONTRACT
MATTHEWS MWINING COMPANY .
" DOCKET NO, DMEA-L3AE
EXHIBIT "A"
‘Description of the Work

~ The approximste locatlons of the work are shown on the
xap entitled "Figure 3 El Cajon Mine, San Banito County, California,”
~ atteched htr&tn and madq a yart htvmot. ' _

The work consists of zht foliowing: |

1. Xxeavate three zrcnohon having dimanaionu averng}ng
approximately 200 feet long by 15 feet deep by 23 feet wide,
btginning &t the gaintl arnd extending in the diruetianw given:

" No, 1 -~ From spproximat gy 190! 8 63° E of survey
. station @, & 40

No, ¢ - From upproximately 270' N 209 E of survey
station &, N ?2 w

No. 3 « Pros ippraxiuattly 150" N 65° E of survey
: atati@n 9, 8 471% v

~ The amount of exaavation 1s uxpcetaﬁ to be approximately
TH500 cuble yurdnﬁA

' 2. Dbrill nat nnd slean bedrock to & dtptn of approxi~
mately 3 feet over a distance of 150 feet in esch Lrench,

3, ﬁamp}e 81] favorable mineraiized zones in the trenches
and analyze samples for mereury.

The losatlon, dikﬁetion, inglination, and extent of ail
work, and the uutheé of slmplinxﬁ are subjest to the nppraval
of the aovurnalﬁt. ;

) Estimated Costs at Projest

aatual cotts

Category {1) ;hdcpenagnt Contracts - . Mone
~ Category (2) Personal Serviges
Subcstegory () aagngLsiog '

1 Superv? mr«mtxm“r & #560. ‘mo,
1 month $ 500,00






subaatazary (b} %ﬂcn.iaal Services.
Baxxdazar Operator, 20 duyu |

& $24,00/day . $_j££e,ba'
Subgazvgory/(e) Laber | .
2 mmn, 25 days esch & m) oo day  1,000,00 $1,570.00

Qabngary (3) Qpcratin;AMntariuzs and Supplies
ﬁxplativun (3 trenches & $350.00 ‘trengh) #1 056 o0
Drill stm* {3 trenches & $75.00. tmnch) 925,00
Fuel ana lubricating a;! for aompressor,

25 days © $2.50d8y S 82,50
Fuel and jubriecating oil for bulidaaer . ,
20 days € 36.00 ‘day | .. 220,00 $1 45T .50

catégary (4) GparatingLEqnipunnt'
Subcatcgoriea {a)} and {v) Rnntal and

Furuhnae - , None
subeategory (c} B.greataticn | ‘
|1 Compressor, 1 month @ $100,00/me, = § 100,00
(pased on value of $6,000) .
1 Jagxhammer. 1 month € $8.00mo, - 8,00
(pased on value of $480,00) _ o
1 Buildozer, 1 month € $175.00m0, LA L0 ¢ 283,00

. (pased on value of $10,500 for HD-T)
cmag«ary (%) Initlsl Rehabiiitation and Repa'rs ,«tom

catcgary {6) .New Buildings, Pixtures ana In-
stai el ong None

aatcgurv (7 Riaan:lanaou:

Payroll Taxes, liabiiity insurance  § 280,50
" Analyses 50 samples & 3,00 sample I%0,00
Nnint«nancn and Repair of bulldozer = ¢ 200,00
 Maintensnae ard Hepalr of compressor and | o
Jjacuhamser 125,00 $_ 755,50
‘ Entimated ”mtal Cort of ?rajeet ' $h avs

Government participation at 75 percent 5 ,”me
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IMEA Form 7 . N . . . Date Surname Code

(12-56) s ~ - [l 4oo
8-1L | Meeicnn | 1100

- ‘f’E— 69/ 200
August 1li, 1957 2125 |

MEMORANDUM

Tos A. S. Dakan, Director, Division Operations
Control and Statistics :

From: W. S. Martin, Director, Division of Iron

and Ferro-Alloys

Subjects Withdrawal of application
‘ Docket No. DMEA 1348

Matthews Mining Company

E1l Cajon Mine

San Benito County, California

In our letter of July 26, 1957, we advised Mr. Spangler Ricker,
that we would consider the subject application as withdrawm if the bids
promised Mr. Roscoe M, Smith by the Applicant on May 23, 1957, had not -
been received,

Tn his letter of August 8, 1957, Mr. Ricker informed
Mr. Bverett J. Matthews that the Government is considering the appli-

cation as being withdrawm without prejudice.

The docket is, therefore, attached to be placed in the

.

inactive files.

W SMa Tt
We S. Martin, Director
Division of Iron and Ferro-Alloys

Attachment

TLChapman:foc

8-1L-57

- cc: Docket
Code 40O

8623
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UNITED STATES

DEPARTMENT OF THE INTERIOR -
DEFENSE MINERALS EXPLORATION ADMINISTRATION

1605 Evans Avenue
Reno, Nevada

August 8, 1957

Memorandum

To: Operating Committee, DMEA, Interior Building
Washington, 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
(Your letter, July 26, 1957)
@E.:'nclosed are two copies of my letter dated
August 8, 1957 to the Applicant on subject dockei> Also
enclosed are the original and five copies of a proposed Con~
tract No. 1069, which were not executed by the Applicant.

—

.

==Y

S. Ricker

Enclse.——
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"Reno. Nevada TDATE | W i
Auguat 8, 1957 M e

- Mr., Everett J. Matthews [ AR | -,,L»
Matthews Mining Ccmpany N SUNFRUE R |
135 Vine Street | . oo

 Hollister, California =~ - ' o . )

‘Re: Docket No. DMEAwssds!-ferenry) ——
Matthews Mining Cempany E
'El Cajon Mine
San Bcnito Caunty. Galﬁornia

o Dear Mr. Matthew-

As a renult of your c;onicrem:e with Mz. Roscoe Smith
on May 23, 1957, I assume you intended to submit bids from three
contractors for trenchmg on a unit cost cubic yard basis.

Since we have not rectivcd the bids nor been adviud
about your intentions, the Govexnment is considering the appnca-
tf.on as being wlthduwn , :

The acﬁon is taken without prejudice to your propexty
and does not ‘jeopaxdize your rights to apply for a DMEA explara-
tion loan at any future tm'xe. )

-~ Very iruly yours,

- 8, Ricker 4
Executive Officer A
DMEA Field Team, Region I

SRlcker ft '
cc: Opr. Com., DMEA, ‘Wash,, D.C. -
. RMSmith
File
. Chron





Government's copy

= o | - Docket No. DMEA .. 4348

Commodity ...Me reuUry ..

Cohtract No. Idm—i 069 ..............

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLORATION ADMINISTRATION
EXPLORATION PROJECT CONTRACT!

It is agreed this - 2 0 MAR 1357 . day of B ] ,-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 Mining Company, . .
.a.partnership comprised .of Edward A, Matthews, Everett J. Matthews,
‘Edward S. Matthews and James D, Matthews . .« :

hereinafter called the “Operator,” as follows:

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 _L1._map.

The Operator shall not transfer or assign this contract or any right thereunder without the writt-e;ﬁ—
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 .Callfornia , County of ...San _Benito ,
and is described in Annex 1.3

(b) The Operator represents and undertakes that:

(1) The Operator is the* See_ Apnex. T ofs .. See Annex I
in the land, in possession and entitled to possession for all of the purposes of this contract, under
and by virtue of a¢ _See. . Annex T .. , 7.....recorded in Book ... , PASE el R

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

(¢) 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.

"Inseﬂ; n)ame, and if an organization, its nature (corporation and place of incorporation, partnership with names of
partners, ete.). . . .

® 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,” ete.

" If not recorded, so indicate by inserting “un.”
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of the land (lessor, seller, optionor, etc.), are attached, ff_ts ollows: .._Consent to Lien. and

..Subordination Agreement of lessors oj claimgm

(dﬂ Thé f)perator 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
3y (). - ' P oeAn b G

ARTICLE 3. The exploration project.—The project is a search for indicated or undeveloped deposits
of ..Mercury . R e - S The work to be performed
is described in- Exhibit “A.” The Ogerator_on or be owon%«f‘fi.i.-/ﬁ.&z:_-_-shall comimence
the work, and on or before 3. MO%» !

rom date ol ~“(nless the Operator’s obligation to prosecute
the work is terminated—see Article 10) shall either have completed the work or shall have incurred

aéiciflvsble Acosts (see Article 6) in a sum not less than the estimated total allowable cost set forth in
3 it {3 "’ .

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 tk})llat 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 Goz)ﬂ{ngbent.—The estimated total allowable cost of the project,
set forth in Exhibit “A,” is the sum of $..27% 76.00 :

The Government shall contribute (2. percent of the allowable costs as they are incurred in a total sum
not in excess of $33.5.7..-..Q_Q : : 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 (humber 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 (¢)—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.

Subeategory (a)—Rental.—The number of eéch 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)—Dep'rec?'ation.—All eleinents 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 bf existing buitldings, fixtures, and installa-
tions (exclusive of mine workings) .—The estimated total of this subcategory is a maximum.

: Suboatego}'y (b) —Initial rehabilitation and repairs of operating equipment.—The estimated
total of this subcategory is a maximum.
16—70617-1





. ‘ | | .

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 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 Operator’s 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 reportirz 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. C

¢, (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 tke 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 (114) 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 (14)
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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 (11%) percent; on an amount of ten dollars ($10.00) per ton, three and one-half (314) 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. . N

(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) Govermment 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.—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.

(¢) 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 faiv 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 incirred other than sich 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 reheved 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 addltlon to any. other remedy the law may
provide for breach of contract.

(¢) 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

Matthews Mining Company By .

“"Administrator, Defense Mind S
Exploration Administration
)= U
4 (MR Partner
By ..... )
y Partner
By - eee
Partner
By
rartner
1, T e eeemmeemnen e emem e neen e nen e e , certify that I am the

________________________________________________________ secretary of the corporation named as Operator herein;

“that e - e who signed this contract on behalf of the
Operator, was then .. s 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.

[CORPORATEE
SEAL

U. S. GOVERNMENT PRINTING OFFICE 16706171
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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 congists of 20 unpatented lode claims located in Sections 3,
4, 5, 8, 9, and 10 of T 16 S; R 10 E MDBM, San Benito County,Califor-
nia. The Operator is the owner of 16 of these claims and lessee of
L4, 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 Clough #3 Y/ 220 211
West Clough #U4 214 591
East Clough #1 X/ 220 207
East Clough #2 X/ 220 193
East Clough #3 220 215
East Clough #4 Y/ 220 191
East Clough #5 - 220 203
East Clough #6 220 195
East Clough #7 220 213
East Clough #8 220 201
North Canyon 220 199
Wild Goat o 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. 4 222 107

X/ East Clough 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.

X/ East Clough No. 4 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.





MF-205 | N ” B _*overnment's Use Only
(Comblnes ‘and supercedes MF and MF-203) EXPLOKATION PROJECT CONTRACT

June 1956 ' » : ' Operator

‘ Docket No. DMEA-
. Contract No. Idn=Eowoe.

Contract Dats’é? § l% ?jh\

CONSENT TO LIEN

/ /?@
and VY —
. ‘ : ' SUBORDINATION AGREEMENT 1/
To the United States of America:
Referrmg to that certain land in the County of’ San B FITT State of
in leases ~L==

California

_, described EXRERERKK as follows:

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

inelusive, 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 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-—

or

1. Underbag%s and agrees ‘that property in which- the Government may acquire an_ 1nterest
TN
equity under the. contract may bé dismantled, severed from the land, and removed, as may be pro—

vided in the contract; and the Government's interest and equity 1n suoh property shall be prior
and superlor to any adverse rlght 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 productlon of minerals therefrom, to secure the payment to the
Government of a percentage royalty on production as may be provided for by the Contract;

to

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

royalty on production and liens to secure same;

4. Represents and undertakes that there is no clalm, lien, or encumbrance updn the

under51gned‘s right, title, claim, or 1nterest in or against the land other than the following:
(If "none" insert the word "none." Do not leave lines blank.) '

NONE

'NONE

NONE

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

2/

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, use an Annex, and refer to the Anmex in the space, - o
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EXPLORATION PROJECT CONTRACT
MATTHEWS MINING COMPANY
DOCKET NO. DMEA-4348
EXHIBIT "A"

. Description of the Work

The approximate locations of the work are shown on the
map entitled "Figure 3 El1 Cajon Mine, San Benito County, California,"
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. 1 - From approx1mate1y 190' S 63° E of survey
‘station G, S 40° wW-

No. 2 - From approximately 270' N 20° E of survey
.8tation G, N 72 W

No. 3 - From approximately 150' N 65 E of survey
' station G, S 47 W

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

2. DPbrill, blast, and clean bedrock to-a 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, inelinatioﬁ; and extent of all
work,. and the method of sampling, are subject 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 OO/mo. S
1 month $ 500.00





. | ) ‘ .

-Subcategory (b) Technicai Services.

1 Bulldozer Operator, 20 days
@ $24,00/day $

Subcategory (c) Labor
2 Miners, 25 days each @ $20.00/day

Category (3) Operating Materials and Supplies
Explosives (3 trenches @ $350.00/trench) $
Drill steel (3-trenches'@‘$75.00/trench)

Fuel and‘lubricating'oil fbr compressor,
25 days @ $2.50/day _ :

Fuel andwlubficating oil for bulldozer,
20 days @ $6.00/day

Category (4) Opéréting Equipment

Subcategories (a) and (b) Rental and
Purchase

‘Subcategory (c) Depreéiation

1 Compressor, 1 month @ $100.00/mo.’ $
(based on value of $6,000)
1 Jackhammer, 1 month @ $8.00/mo.
(pased on value of $480.00)
1 Bulldozer, 1 month @ $175.00/mo. -
(based on value of $10,500 for HD-T)-
Category (5) Initial Rehabilitation and Repairs

480.00

1,000.00

1,050.00

225,00

62.50

120.00

None

100.00
8.00

175.00

None

Category (6) New Buildings, Fixtures and In-
stallations

Category (7) Miscellaneous
Payroll Taxes, liability insurance $
Ahaiyses 50 samples @ $3.00/sample '
Maintenance and Repair-of bulldozer

Maintenance and Repair of compressor and
Jackhammer

None

280.50
150.00

200.00

125.00

$1,980,00

$1,457.50

$ 283.00

$__755.50

Estimated Total Cost of Project

Government'participation’at 75

2

percent

$4,476,00

$3,357.00





Form 7

-56)

‘ ‘ Date Surname Code
7.23 (i';f;//; Yoo
7"15+!ﬁ ‘fET- ﬁCo o
| 7/ i s | (3
’ Lo ,0

JUL 26 1957 7 ol /o
[ L4497

Hr. Spangler Ricker, Dxecutive @fﬁéer

OFFICIAL FILE COPY

DIEA Pield Tean, Leglon IX
1605 Beane lvemue :
Temo, Hevoda

Re: @ac&zet Vo, TIEA 4308 - - Hercury
. Petthews Mning ﬁomgany
s A Ga,im tine
San Bemit@ County, G&lifomia

Yecr ¥r. Bieker:

. Reference is nude t6 Roscoe M. Smith's memorandun
to you dated I'oy 29, 1957, stnting th-t the Arniicent nrefers
& revised contrzed on o untit cost braiss end if the pertuners
agree, bids fron threc infependent contractors for doing; tae
vox: mn be mbnitte& for our cmai&exat&cm.

If t&me Més ﬁmfe not mm received, it would be
a&ﬁsable to ingire cbout the Applicantls $ntentions.
However, unless further interest 3n the project is shown by
a reply to your incairy, you mry odvise tho frplicent, thot

" under the circunstonces we cre compidering the esplicntion s

being withérewn. In thet cdse, plecse return en capﬁee of
the mxs!@;eé eantr&ct to this ofﬂce.

. ﬁimzerely ym.

| . . 8. Martin
LEPTOTED - ACTING Shaiwzm, Gperoting Com&tteéég

| ‘ JHopkins /dlm 7-25-57
-cc to: Code 400
Frank D. Lan.xb 6@ o Admr, R, File
\

Hember, Bureem of Idnes Oper, Comm,

v ¥r. RBG, II
 Riilsgaard p;esgrs{ Je 'W__.)‘Pennington, USBM
Thor H. Kiilsg 6@ T. H, Kiilsgasrd, USGS

Herber, eologicel Survey N
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Office of

UNITED STATES

o9 '

DEPARTMENT OF THE INTERIOR
DEFENSE MINERALS EXPLORATION ADMINISTRATION

Executive Officer
DMEA Field Team

Region II

Memorandum

To:
From:

Subject:

Operating Committee, DMEA, Inter
Executive Officer, DMEA Field Tea
Interim Inspection Report

Attached are four copies of Interim

1605 Evans Avenue
Reno, Nevada

Date June 12, 1957

ior Bldg., Wash,, D.C,

m, Region II

[N ———— e ey

OFFICIAL FILE COPY,
DMEA

RREQEVERJUN 14 1957

DATE INITIALS | CODE

Docket No, DMEA-4348

o Az
eséﬁ em/w ’

Contract No, Idm -Elﬁ(:)69 (not

&//9 | ws?] oo

Commodity __ Mercury

Operator_Matthews Mining Compan

Property El Cajon Mine, San Benitd

,.Calif, h

~

By__Roscoe M. Smith

Dated__ May 29, 1957

Attachments

Copy to: R.

%/

S. Ricker

Executive Officer
DMEA Field Team, Region II

=

M, Smith, USGS (w/copy of report)

Finance Officer, Region II (w/copy of report)
File .
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| ILE copy,
UNITED STATES D M EA |

DEPARTMENT OF THE INTERIORRECEIVER Jyjy 1 4 1957
GEOLOGICAL SURVEY _DAYTE T INTTIALS | CODE

Mineral Deposits Branch kﬂ@
|

4 HOMEWOOD PLACE

MENLO PARK, CALIFORNIA , —
May 249, 195 :
Memoranduni |
To: . S. Ricke_r, Executive Officer, DMEA Field 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 desire s. to explore the property with DMEA assistance,
and expressed his hope that a revised contract can be prepared,

His objections to a Government lien on all four claims,
expressed in his letter, were the result of a misunderstanding of
the signiﬁcaz;ce 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 $,1 75,00





L I

.,, S

| .

ber 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.

X
At the conclusion of our discussion he stated that .

~he would prefer a unit-cost contract, and if his partners agree

he will submit bids from three independent contractors for-doing
the work which amounts to 7500 cubic yards of trenching,

I suggest that we hold the old contract unt11 these

bid . ed,
i Sai%‘i‘e_iewe : /ﬂc"’( 97 m_—
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DMEA
UNITED STATES RECEIVED iy I%/
DEPARTMENT OF THE INTERIOR ‘ﬁ“““rm

1605 Evans Avenue
Reno, Nevada

May 22, 1957

Memorandum

To: Operating Committee, DMEA, Interior Building
_ Washington 25, D.. C.

.From: Executive Officer, DMEA Field Team, Region I

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 Ap;e%lca.nt
in a few days and explain more ﬁllly the operations under a
contract. Neither Roscoe nor I believe that any part of 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.






8

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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OFFICIAL FILE COPY

. . Date Surname Code
o | ' i 5=17; - | koo
5-17 Lo | 100
/57' 130
/h .11110
MAY 17 1957 { “ 100
| (201 ¢ _ 2 | 220
| [ Y80
Mr, Spﬁﬂglst-ﬂicknr, Exmcutiva Owﬁie&z o
DMEA Field Team, Region II =
1605 Evahs Avenue

m’ lﬁ"&é& o

Res Doeﬁaqt No, IMEA Mhﬁ Mrcm
Matthews Mining Company
El Cajon Mins '
Sln ﬂenito C’mmty California

Dear Mre. Rickery

Reference is made to youwr April 1957 Monthly Feport which

states that copiss of a propesed contract on the subject property

had been returned by ths applicant without comnent and not executed.

If you have had no further mrd from. the applicant, please

sndeavor to ascertain why tm contract was not acceptable,
Smeer!ﬂs youra,

George c Selﬁz‘i%
%ﬂtee

| Chalrma.n, I0pérating

JHOPKINS:foc
5=17-57
cc to: Dockst
Code LOO
Admr, R, File
FT. REGe. II
Messrse J. W, Pennington, USBM
T. He Kiilsgaard, USGS

APPROVED:
Frank p, Lambﬂgg‘&%{}A

Member, Bureau of Miné’s
Thor H. Kiilsga

Zf‘7~@4//

Member, Geological Sugtey
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1605 Evans Avenue
Reno, Nevada

March 25, 1957

Mr. Everett J. Matthews = - T
Matthews Mining Company -
135 Vine Street B il
Hollister, California v ' v ! “T

Re: Dockot No. DMEA—4348 (Mercury)
‘ Matthews Mining Company

El Cajon Mine

San Benito County, California

Dear Mr. Matthews:

; Enclosed ave the original and ﬁvcs cc:pies of a prOpoaed

contract for an exploration program at the above-referenced pro-
perty, signed by the Administrator for the Government, together
with Consent to Lien and Subordination Agreament. Armex I (one
page). Exhibit "A" (two pages), and one map. :

~ If the terms and condiuons of tlns propcsed contract
are satisfactory to you, all six copies should be signed by you
and your pariners. The copy marked "Operator's copy' should
be retained by you and the original a.nd other four copiel 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 -uggented chmgea. .

Very truly yours,

S. Ricker
Executive Officer
DMEA Field Team, Region II

Encls.
‘SRicker:ft ' | B
cck Opr. Com., DMEA, Wash., D.C.

Mxmﬁ&mm&egmﬁc File : Chron
RMSmith . .
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MEKFOI:G 7 ‘ : ’ . ‘Date Surnome.. | Code

(12-56) S 3 NP fade | 10O

>7 >

/
3/13 w 100
B4y 800

MAR 2, 1957 S o=

2/ G~ 22
Mr, Spsngler Ridm-, Executive Officer ‘ / = il
| mziemma,wmu S

1605 Evans Avenus

l

Re: Docket ¥o, DMEA m& - Marcury
Mattheus Mining Company
‘ Bl Cajon Mine
' San Bemito Comaty, California

Enclosed are the original and five copies of & proposed
long form contract for an exploration program at the above reforenced
preperty, signed by the Administrator for the Govermment, together
with Consent te Lien and Subordination Agreement, Amex I (1 page)
Exhibit “A* (2 pages), and 1 map, Two extra copiss of Amnex I,
Exhib:.t “A'mdmpamenezemd oy the use of the Field Tesm,

nmmmmmmmwmmmtmctm
satisfactory to you and the Operstor, all six copies should be
signed by the Operator, and the usual distribution made.

Eanypartefthispmpoaod contract does not have either
your approval or that of the Operator and camot be altered within
your delegaied authority, the original aad all copies of the proposed
contract are to be veturned to this office, together with the proposed
changes. for wnsidaratim.

mmwehw the starting date has bsen left blank
and is to be £illed in when the centract is signed by the Operater,

Sincerely yours,

APPROVED: | | George C. Selfridge P

_ Frank D. Lamb K 25 Chatrman, Operating Comeitten 2

Hewbér, Bureau of ¥ines \ JHOPKINS:foc  ,3/13/57 |

4 cc tos Docke'b/ :
Thor H. Kiilsgaarl Code 400 )

Admr. R. Fil

mer, WM@W) Ope:::. Comm, e V
FT. REG, II _

Messrse Jo We Pennington, USBM

Enclosures. T, H. Kiilsgaard, USGS

8623
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UNITED STATES

DEPARTMENT OF THE INTERIOR
DEFENSE MINERALS EXPLORATION ADMINISTRATION
WASHINGTON 25, D. C.

"~ March 6, 1957

v
MEMORANDUOM
To: Files
From: i %‘i” Jemes Hopkins, Mining Engineer, Iron & Ferro Alloys Division
(/!
Subject: Cost data - Work sheet
- Docket No, DMEA 4348 - Mercury

Matthews Mining Company
San Benito County, California

Bulldoging

~ Costs of bulldozing based on use allowance for HD-7 bulldozer
owned by the spplicent., Hd-7 no longer being meamufactured by
Allis Chalmers. )

‘Factory price with blade _ $9,500,00

Freicght, etc,, to California 1,000,00
Total Cost $10,500,00

Depreciation @ 20% = 1/60 of $10,500.00 = $175,00 per month
Fuel end grease for 20 deys @ $6.00/day = $120,00 .
Maintenance end Repair for 20 days @ $10,00/day = $200,00 —
Bulldozer estimated to remove 375 cu. yds. per day of 8 hours

Drilling and Blasting

Based on Compressor cost of $6,000,00 and $480.00 for Jackhemmer
end use allowence for one month

1/60 X $6,480 = $108,00 use allowance .
Gas, oil and grease 25 days @ $2.50/dsy = $62.5o
Meintenance end Repeir 25 days @ $5.00/day = $125,00

Payroll Texes
Are estimated at slightly over 144 of Payroll.





IMEA Foiau“’?
(12-56)

FENORANDUM

Tos
Troms
SubJect:

OFFICIAL FILE COPY

Date Surname Ceode
3/5 1400
Mareh 6, 1957 3/5 ; 400
Files : .
Jemes Hopking, Mining !’.’ngi'neer‘,g Iron & Perro Alloys Division

Cost data - Work gheet

Docket No, DMEA 4348 I«Iercuxy
Matthews Mining Company

San Benito County, Californis

Costa of hulidozing based on use allowanes for HD<7 tulldeser
owned by the spplicaat., Hi-7 no longer bdeing mamufactured by
Allis cm:nm .

Factory prlw with ‘bla&e $9,500400
Freight, ete., to California ~1s000,00
Total Cost $10,500,00

Deprecistion @ 208 = 1/60 of $10,500.00 = $175.00 per month
Puel and gremae for 20 days € $6.00/dsy » $120,00
Haintenance and Fepair for 20 days ® $10.00/day = $200,00
Bulldoser estimated to remove 375 cu. yds. per day of 8 hours

- Baged on ﬁompresm cost of $6.000.60 and ‘$480,00 for Jackhammer
. eénd use allowance for one nonth

' Gu. en and gmae 25 days & 32.5o/m = $62.50
Meintenance and Repair 25 days @ 35.00/«10&’ = $125,00

Payrol] Taxes

Are eatimated at slightly over 148 of ?ayi-én. _

8623





Exploration Project Contract
Matthews Mining Company
Docket No, DMEA 4348
BXHIBIT *A®
Desoription of the Work
The spproximate location of the work ie shewn en the msp
entitled "Figure 3 B) Oajon Mine, San Benito County, Califernis
DMFA 4348 « Mercury® sttached hereto and mede a part hereof,
The work consiste of the following:

. 1o Txcavate three tronshes having approximate dimensions
of 200" X 15 X 23 (ave,) beginning at the following points and ex-
tonfing in the given directions: ) . 4

Ho. 3 At 190! 563°8 of survey station I} § 40° W
No. 2 At 270 W209% of survey stotine 0 N 720 %
No. 3 At 150 NG5°E of eurvey station ¢ S 470 W
Total yardage to be excevated epproxinmutely ?596 cu, yds,

2, Drill, blast and clean bedrotk to & depth of spproximately
3 teet over & dlatance of 150 feet in each trench.

3¢ Sermple 21l favorabls ninerelized gones in the trenches and
anelyze gommles for nerowry. T

4 The location, direotion, inclination and extent of all work
together with method of serpling are sudject to the spproval of the
Government,

Fetimated Cout of Project

1. Indopendent Contracts Home
2., Lebor and Supervision '
2 Miners 25 days each © $20.00/dey | $1,000,00
1 Supervision-Bnghnesr & $500.00/m0. = 1 month | 500,00
1 Bulldoxer Operator 20 days ¢ $20.00/dsy .. k80 o
Sub-Total $1,980.00
3e Oporating Materisls end Supplies ' _
Explosives - 3 trenches & $350.00/trench - $1,050.00
Drill Steel 3 trenshes @ $75,00/trench 225,00
Puel snd lub. oil Compressor 25 days & $2,50 . 62,50
Fusl and lud. oil Mulldeser 20 days @ $6.00 20,00
Sub=~Tota} . ' $1,457.50
b, Opersting Equipment
Compressor and Jackhammey .
Use allowance 1 month & $108.00 $108,00
Bulldoser .
' Use allowance 1 month & $175.00 175,0
SubeTotel | ﬁu“qa,,m

-2 -





Exploration Projwt %ntmt -
Matthews Mining cow '
Docket No. DMEA 4348 '
xﬁnmatea Cost of rz-oa-ect
 detua) a gt (cone'e)

Se Rehabmms.on end mm- .
None : L © None

6 New Buildings, Imprown“. otc. _
- None = B o None

7. Hiscellanecus -
: Payrell Taxes, Insursnce, ete.. e 1‘% (rounded)  $278.50

Anslyees 50 semples @ $3.00 _ 150.00
Mointenapnce and Repair Bulldessr - - ‘ 200,00
- Msintenan¢s and Repaiyr compresser end Jeckhermer __&;_.QQ
Sub-Total $753450
8+ Contingencies
* None , None
Estimated Total Cost ~ . $4,476,00

_ Government partieipauon @75 neremt $3,357.00
Annex T o

. The property referred to &rticle IIT of the contract cone
sisba of 20 umnatented lode claims Yocated in Sections 4,9,8,3,5 end
10 in T 16 S; ® 10 £ MDEM, These claims ave recorded in the Recordert's

+ .. office, Hollister, San Benito County, Californis, st the Book and Page

Docket
Code 400

JHopkins :em

ce to:

i mmb@u* .
Name 92‘ cmm o Book Dape
1. West Clough #1 : : 220 209
24 _ - #2 : o 220 209
Je %W 220 22)
b, - o 21h 59
5. Eest Glovgh #1 ‘ 220 ‘ 207
; L (LA | | .- 220 193
¥V 220 215
7L : 220 191
#5 | 220 203
96 | : 220 195
#7 220 - 213
- | #8 . 220 201
North Genyen 220 199
Wild Gost \ S 222 109
Junipey Plat 220 197
Rattler No, 1 S , 23k 501
L4 No. 2 ) ' 21“ 503
Rocky Pesk v - 21k 593
Battler ¥No. 3 . 21k - ko5 c
®  No. & 222 107 /

Eeat 610\3@. Noo 1) ' Held under recorded lesse dated 1/2/1
Bast Clough No. ; Vol, 22 Q.ersc ?ﬁ*ﬂﬁ / / 957
East 3}% No. 4 Held under recorded lesse dated 5/19/1956
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IMEA Form 7
(12-56)

° wgy

DEFENSE MINERALS EXPLORATION

ADMINISTRATION opp

luM}' ( rnomeE b};e
DEFERSE PRODUCTION ACT,I 1
ALIOCATED WORKING FUND- IQE _OF Loo
L 2121 oy ] 400
THE SECY.)
Lo : , - 2/,,7 L 120
- MR, B, A, MATTHEWS " FEB 281957 / 110

5431 SCUTHSIDE ROAD

HOLLISTER, C-LIFORNIA ’.’ ﬁi@’ 100
¥, C:LIFORNIA 3/[ G

220

ADVISE IF MATTHEWS MINING COMPANY IS CORPORATION (R PARTNERSHIP, IF

Yoo

CORPORATION ADVISE WHAT STATE INCCEPORATED IN AND NAMES AND ADDRESSES

oF OFFICERS, AI:SO. 1P CORPORATION BOTH LPASES MUST 1B ASSIGNED 70

CORPORATION AND c(m OF ASSIGNMENT FURNISHED US FOR DOCERT DMRA 4348,

G. 0. Mittengor® ( 7&0' !

Co 0. MITTENDORF
ADMINISTRATOR, DEFENSE MINERALS
EXPLOBATION ADMINISTRATION

JHopkins :am 2-27~57
cc to: Docket
' Code. 400
Admr, Read, File
Oper. Comm,
- FT REG II
Messrso Ao McMahon, USBM
: T. Kiilsgaard, USGS

8623
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UNITED STATES RECEIVEDFER o 1957
DEPARTMENT OF THE INTERIOPATE | WiALS Tgp0|
DEFENSE MINERALS EXPLORATION ADMINISTRATIQID —f

1605 Evans Avenue ] l . QQ
Reno, Nevada %‘A&&

February 21, 1957

Memorandum )

To: Operating Committee, DMEA, Interiormd

Washington 25, D. C.

From: Executive Officer, DMEA Field Te;é.m, Region II

Subject: Docket No. DMEA- 4348 (Mercury)
Matthews Mining Company
El Cajon Mine
San Benito County, California
(Your letter of February 18, 1957)

. Enclosed are copies of two mining leases cover-
ing East Clough Nos. 1, 2, and 4 and West Clough No.4
mining claims and six copies of Owner's Consent to Lien and
Subordination Agreement. -

These documents arrived February 21, 1957 and
I trust they are in order.

T==mZ__je..

S. Ricker

Encls./





ExTRA COPY.
" DMEA

{
. l

N . RES

| recewED FEB 25 195

: N E
1605 Evans Avenue | DATE | N |T|ALs""“con |

Reno, Nevada o : = \

| | — |
February 21. 1957 -
. Mnmoxandum | | l | ‘A
" To: - Operating Gommittee, DMEA, Interior Building
o ~ - Washington 25, D, C. :
From: .Execuﬂ.ve foicer, DMEA Field Team, Region 44
‘Subject: = Docket No, DMEA+ 4348 {Mexcury)

Matthews Mining Compmy
E)l Cajon Mine

. San Benito County, Califomia
(Your letter of Fabru&ry 18, 1957)

Enclosed are copi.es of two mining leases cover-

~ ing Fast Clough Nos. 1, 2, and 4 and West Clough No.4

mining claims and six copies of Owner's Consent to Lien and

- Subordination Agreemcnt.

These dacuments arrived February 21, 1957 and

' I tmxt they are in oxder.

S. Ricker

Encls.,
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THIS MINIKG LEBASE made this 2nd day of Janwary, 1957, by and
between E. A. WATTHEWS and SARAH C. MATTHEWS, his wife of 5431 Sogth-
side Road, Hollister, San Benito Gowhty,‘ealifgrnia, hereipafter
called "LESSORS", and JAMES D. MATTHEWS 6T 930 Sah Befilto Street,
EDWARD S. MATTHEWS of 5431 Southside Road, and EVERETT J. MATTHEWS
of 135 Vine Street, all of Hollister, San Benito Gounty, California,
hereinafter called "LESSEES",

WITNESSETH: .

That the lessors for and in consideration of the royalties,
payments, covénants and agreements, herelnafter contaimed, on the
part and behalf of lessees to be paid, kept and perfiermed, .
hereby lease unto the lessees all their right, title and interest
in the following described claﬁme situate in Section 4, Township
16, South Range 10 East, in the County of San Benito, State of
California, as follows, to-wit:

PARCBL OWE: The East Clough No. 1, described as follows:
Beginning at a location notice and tree whichi is
end of center line of cladm, thenmce running Sew
to tree which is the Souttiwest cormer of claim,.
running East 1500 feet to tree which is the S@
corner of claim, thence running North 300 Féet to d i
which is the East end of center line of claim, th née
running North 300 feet to tree which is the Nork Bt
corner of claim, thence runnimg 1500 feet West %6 .a Mkee .
which is the Morthwest corner of claim, thence: S@“ﬁh;S@@
feet to Wotice and point of beginning. This maé@
located in Section 4, Township 16, S. R. 10 E«; ahdf
contains approxim@@sly 20 acres. By o

° i
PARCEL TWO: The East Clongh ¥o. 2 deseribed. as f@%@@WS»

e Wt
0° faet

Beginning at a location netiée om a tree at the s Wejsi:, & nd,
of cénter line of clalm% t%@nce ran ,n@ &@w%H $~© ‘\@h £6
a tree which is the 1 T thamce
running Bast 1500 feet to ajtree mhd'm»&s ﬁﬁ@bgbu g ENN‘
corner of claim, thencer Nort ) ’ﬁet}."%’é» a“'ﬁgffﬁ" Q‘,{itgqlz‘;_i{si theu
East end of center ﬂ.i%% )g’;‘. @,’*t'l,r@ﬁ’é?e'? 6@@& K :

tree which is the Neortledst ‘@3§&
West 1500 feet to tras which c
claim, thence wunn ’ 7 ;
point of beginn hiss m;gi 'Iﬁ@L%f@,ln Sm@ti§<
Township 16, S. Re 1078k, @m@ che@lt@ms ,@w@fm&tﬂ

covering allvmimarala im, undar @@@"@@m

hereby glving to said






understood by lessors and lmsLLI}a ﬂﬁh’ﬁ(t e 'ﬁm s 'ESI > ’" :
mining olaims on said land é‘n;l;d,}g;,,&‘f‘b @{nﬂ‘g‘ ,,@gsing i 131',:;' T
seid mistng eletms and the gfound strface §d G“@Vﬁeﬁlm‘tt

SHCNESE Wi

& ﬁmrs for @ '{iem of

d gl L@»mvg ﬁheﬁ*%@e@ﬁ as .-

aineral is deing produced in. paging Qi mtiﬁtvisqs-@rg um@l tzg,em»me , 2
is termineted as hezedin E‘i’r@m‘ﬂ@@b and o cioms o e fia;iga '
lease, said lessess do covenand a]‘tél» agree W 4
follows: . h

To have and to hold wnte Whe safd

ten (10) years, from the d ate Qoreofl

r.o

Eiﬁ

53

4

@

B3 f <

(I) N
.. m

w\

%

1) %o enter upon said

1o &« menner m»susmmry to good anﬂ

PR T

OC @n@mi upliot

!n(g 80 :eg‘g
out the gressest amount of ore p@ssib%l%@ ith ditze,

developmoent end pre

fta;g,l’ix“@ .2

?e«geawé ( t?f 55%‘1'@?3@*

servation of savid p;r"e}mfiq_res ?:iys'

8) %o work and mine gaid pr{ejrﬁfiif"{ 8l8,
end coniiauously from the date of thig _Le)aue(,

iu.fflo%ﬁ‘%ly Sisber saig mine or mimrers at 'éi’l‘l I 13;)

and (o repair timbering whereb ang, wlh%ﬁew@fr,»ﬂt ‘&»@3 i
It i3 muteally agreed b

the present btims there s flo roadway i’.ﬁﬁ%;
take somesime %0 obsain a rﬂight of wag

sf@rd‘ ,
iato satd wigye,

and saig Gommencener d}&t{f}’i Slhal

lease ungil the p 're)pf‘r a@‘;r:e%ﬁ

the dage of shis
bas been obtaimed. 714 is als
lessees that wherein thds |

of the Premiag;

sayiime the veather @bw@‘»&le
3) o allow 'g;.&iﬁkéi-
into a1 PATSS of satg @ﬁm x
U 2o kewp Yooy |

STErac Sed frog sid mﬁ_ﬁa feif'
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or treated, and the amount of money received from the sale of s aid
ore, or the values extracted therefron.

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, treatéd, 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 pfior, and on the 15th day of
each month said lessees shall deliver to said lessors statements of
all ores extracted from sald 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 reasonable times to said lesgsors 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 arent to be paid for saiq
roadways, said lessees shadl éay the s ame.

All equipment and material placed on said premises by
the lessees shall be the ﬁroparty of the lessees and at the
expiration of this lease, or any sooner termination thereof,
lessees shall have the right tor 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
8ssessment work necessary on the claims above described in behalf
of lessors and to prepare, file and r ecord said assessment work

done at the proper time and in the proper manner.

6}
.
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8) Lessees further agree to keep at el times ?he a8,

shafts, tunnels and other passages and w orkings of said demised
premises thoroughly drained and clear of rough rock and rubbish ‘@ff
all kinds. . ) .
9) Lessees agree that they will pay, prior to delinguenecy,
all taxes which may be assessed against lve(sv:s;_e\es' equipment
and the property brought upon said leased premises by lesgees, and
that said lessors agree to pay, prior to delinquency, the taxes on
the ons-tenth interest which lessors shall receive.
10) The lessees agree to carry adequate liability amd
property damage insurance to protect the lessers from all responsibility .
and liability arising out of this leasge. ‘ ‘
And finally upon the breaech of any eovernafi}.t or agr"‘e:emqmjﬁ
herein reserved by said lessees and after lessors have givrégﬁyfuewﬁy.-

five (45) days' motice, if said lessees do not correct sai«dtb

Rgach

within sald forty-five days, this lease can be autom&tlcalil%y' c-’a‘m'cxe;l;led

by said legsors and said lessors or théir agent may upon d&e,mamd of the

premises enter upon said premises and dispossess all per~s<q»m,s};@s-e\u,npygumg,

the same, with or without process of law.
Each and every clause or covenant of %his lea‘se* wah@r

the contents require it shall extend to and include tlhe hetrs and '_ |

assigns of the lessors and the executors, ad‘.h;lv‘;;mistema'i‘a?@gis ,asm:é];,azsﬂéiqgém{s

of the lessees., .

. ac.i“' “ e e
It is agreed and understood by lessgr»s and Le Sisig e@ that on

October 18, 1955 the le ssors p'ur'cuha‘séﬁ«d ~a§11 their right
interest in said lease from H)‘&f

-

‘tyit%l\e aindf, »

Umdwe*rwcaved and Nell 1e UlnraLef @@{d}, 'hu‘ir,‘-g‘. .

wife. 8aid 4 \ : o
eed was recorded ”{c the re\que,sta @f J@h\n Tr. Lewv;‘{e{) @ 108

October of 1955 1in Volume 217

k]
-

f @ffic}i@.&k R('ch@?rds P ; i 555) M%B(I. .
’ Hpage 55 7 S ElgY ) ll;,‘l;m@' :
County R co -S. i . |
8 rd . (:"0' ' ‘
It 1is fuI'bheI' a@'eed and unde!'s‘t@@d by 13)‘58 8 and le |
olod HOON ) SeTE ap ,%JISKGYQYS

that that certain mining Lease datod &wﬁm 27, "1§9155 ‘*) !

He V. Underwood and Nellte Underweiod ,* Ry wifre:~

theretn lelssa @,, a{ﬁédgaﬁnexs&ﬁmf
Matthews and Bverett 3, Nhtﬁh@wﬂ» f’f{nre;m

Sarah C, Matthews, his wife, ¢

Bdward 8.
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THIS MINING LEASE made this 19th day of May, 1956, by and
between AELRED MATTHEWS and GRACE MATTHEWS, his wife, of

320 KT Road, Hollister, San Benito County, California, and
RAY WINTERHALDER and EVELYN WINTERHALDER, his wife, of

-
973 Terra.Bella, San Jose

&

— ;» California, hereinafter

called "LESSORS", and JAMES D. MATTHEWS of 930 San Benito Street,

EDWARD S, MATTHEWS of 5431 Southside Road, and EVERETT J. MATTHEWS

Bl

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 and;imterest
in the following described claims situate in the County of San
Benito, State of Califorhia, as follows, to-wit:

PARCEL ONE: The EAST CLOUGH No. 4 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 claim,
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 4,
Township 16 S., Range 10 E., M.D.M.

PARCEL TWO: The WEST CLOUGH 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 line of claim,
thence running South 300 feet to a rock monument which is the
Southeast corner ef claim, thence running West 1500 feet to
rock monument whjich is the Southwest corner of claim, .
thence North 300 feet to rock monument which is the West end
of center line of -claim, thence continuing 300 feet to rock
monument which is the Northwest corner of claim, thence run-
ning East 1500 feet to rock monument which is the Northeast
corner of claim, thence South 300 feet to pine tree and poi%gf
of Beginning. This c¢laim is located in Section 4, Township I
South, Range 10 East, M.D.M.

covering all minerals in, under and upon said mining claims,

1
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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 and
extraéting thé 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 & workable mine.

2) To allow said lessors or their agent to enter upon and
into all parts of said mine or mdines for the purpose of inspection.

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 said
ore, or the values extracted therefrom.

4) That from and out of the values obtained from the ore so
extracﬁed, 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 duplicatd

of all mill, smelter or retorter returns shall be furnished by the
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mill owner, or the owner of the smelter or retorter to said les-
sors, and that said books of account shall be open at all
reasonable times to said lessors and their representatives.

5) 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.

6) Lessees further agree to keep at all times the drifts,
shafts, tunnels and other passages and workings of said demised
premises thoroughly drained and clear of rough rock and rubbish
of all kinds.

7) Lessees agree that they will pay, prior to delinquency,
all taxes which may be assessed against lessees' equipment and
the property brought upon said leased premises by lessees, and
that said lessors agree to pay, prior to delinquency, the. taxes
on phe one-tenth interest which lessors shall receive.

8) The lessees agrée to carry adequate liability and
property damage insurance to protect the lessors from all
responsibility and liability arising out of this lease.

And finally upon the breach of any covenant or agreement
herein reserved by said lessees, and after lessors have given
forty-five (45) days' notice, if said lessees do not correct
said breach within said forty-five days, this lease can be
automatically cancelled by said lessors and sald lessors or their
agent may upon demand of the premises enter onn said premises
and dispossess all persons occupying the same, with or without
process of law.

Each and every Qiause or covenant of this lease where the
contents require it shall extehd to and include the heirs and

assigns of the lessors and the executors, administrators and

assigns of the lesisees.

o
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1 IN WITNESS WHEREOF, the parties hereto set their hand the
2| gay and year first above written.
4 HEWS

6
. MW@%(/
7 : 5 Y WINTERHALDER
9
Lessorfs
10
11
. MATTHEW
12
13 2% ‘:/E)Z%Z!E:E:
DWA S. MATTHEWS
14
15
E B ATTH
16
Lesseesq
17
18

STATE OF CALIFORNIA,
19 5S.

COUNTY OF SAN BENITO.
. 20 cte,

On this £% day of May, 1956, before me, JOHN T. LEWIS,
2 Notary Public in and for the County of San Benito, State o¢f Cal-
ifornia, residing therein, duly commissioned and sworn, personally
22 appeared AELRED MATTHEWS and GRACE MATTHEWS, his wife;

RAY WINTERHALDER and EVELYN WINTERHALDER., his wife; i
| 23 JAMES D. MATTHEWS, EDWARD S. MATTHEWS and EVERETT J. MATTHEWS,
i 04 known to me to be the persons whose names are subscribed to the

21

w1th1n instrument, and acknowledged to me tht they executed ,pe same .
IN WITNESS WHEREOF I have hereunto set my hand and d
25 my Official Seal in the County of San Benito, the day J s
o6 this certificate first above written )fz
27 e o AN
28 NgAZry Public in- an@rﬂ ? e GOy ~«§?
San Benito, Stat@'of?GE _Eoinia.
My commission expires ﬁJ’yne‘fg %;956

29 ‘,r f‘f lu,nl
30

31 OTE ED AT REQUEST OF W O MWV
32 ~ Amﬁﬁ L9E ] ar.. L8 wndorar_L0A m.

-----SAN BENITO GRONTY

WO 07 OFF SH#L FI0.E0E 3. ey k-
PH e TOW L.E, RICORDER BY .. %&*&M/
JOHN T. LEWIS z \ / DEPUTY me /

ATTOANEY AT LAW .__g ......... )-I" .

BANK DOF AMERICA BLDO
HOLULISTER, CALIF.
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:

FEB 18 1957

Mr, Spangler Ricker, Executive Ofi‘icer
DEEA Field Team, Region II

1605 Bvans Avenus

Reno, Revada

OFFICIAL FILE COPY

Re: Docket No, DilBA L1348 = ifercury

- Hatthews [dning Company
- El Cajon ifine
‘ Can Benito County, California

Dear ir, Rickers

Reference is made to your letter of October 3L, 1956,

to the subject applicant requesting additional information.

If no reply to your letter has been received we suggest

you write again calling attention to owr need for this infor-

mation in order to process the application,

Sincerely yours,

George C. Selfridge

Chairman, Operating Comuittw £)

APPROVED: |
_ fFrank D. Lamb JHOPKINS:foc  , 2/13/57
v S L) cc to: Docketv/
fiember, Bureau of liines \ Code 1,00
Admr. Read, File
: Oper. Comm.
Jdbor H. Kiilsgaard FT. REG. II

liember, Geological Sm'vey

A -3@:) ‘Messrs. Jo W. Pennington, USBM
T. He Kiilsgaard, USGS

Date Surname Code
2/13 42% ,,//,# Loo
2/13 1,00
25 LBee) 130
v ; 110
| 7 [ 100
/19 C 22
e 00

8623






UNITED STATES TS waﬂ)"',
DEPARTMENT OF THE lNTERlOR
~ DEFENSE MINERALS EXPLORATION ADM[NISTRATION
' WASHINGTON 25 D.C.

ir. Tverett J. liatthows
fatthews Hnin- Go.

' 135 Vine Street
Tollister, Califor:ia

Re: _Docl;et Ho. mm—hBhB fa%
S ’"tthews 'dnins (‘o*npmzy
Ca,)on Aine .
: avz 3 cm‘i:o bozmuy, California -

' “eﬂr e Liutthevss

Listed in the repor‘c B our enineers are 20 “;z.*x.,ng clains
- as owned Ly~ the cc 'mxr- .

o B ‘Dook  Page
viest Clough Ho. 1 o 220 o0

Clest Clough Ho. 27 , 20 205
Lost Clough flo. 3¢ 220 211
Coeb Clough Toe b : 2y, 5ol
Tast Cloush ilo. 1% o220 207
Lj.p_::t‘(;lou"h fHoe 2 .. 2200 193
last Clough Ho. - Lo 0 215
Bast Clough No. Lu/ S 220 151
Dast Clough llo. 5 = . 220 . 203
Tash Clough ilo. 6 , 20 - 195
o Zast Cloush loe 7 . 220 213
- Tiast Clough lloe 8 00 - 220 201
tiorth Canom . .. 220 199 -
H1d Goat - 222 109
 Juniper Flat D 200 197
- Rattler oo 1 . C , 23k - 501 .
dottler floe 2 T _ 24, 503 -
S Roels Dends o Co BRIt 593
* Rattler Tio. 3 : S5 41 - Los

Jottler Yoo b | 222 107





- I% is further stated that "The Jdiascover; clains weve
“leased to the Yatthews !iningy Coupany consisting of Ndward A.
. Matthews, the original locator, and his ihrec sons", and that
2dditional claims were staked by the coipay®. If the discovery
clains are mmon those listed, a copy of the lease between the
omners and the atthews [Mning fompany shounld be subnitted. We
will also reguitre aix copios of Coneent to ILien ﬂnd .mhorc%inamm
Agreemnb fz'mx “he OWNOTS. . :

: Je are encloming seven copica of forn '5‘-205 ﬁonserrt
to Lien and Suboydination Agreement, Six axecubed copies should
“be returned to this office. (ne copy is for your files, This

- Consent to Licn is :ar;uirod only on those claing not onned by

whe conpanys _ , ,

Your ea::L,r a t.enticn m:x e:meda,te the proceasin of your
aphlicmtien. : o v .

Vory tmdy yours,

I 3 ,ﬁ-ck;r .
Execuuive O.Ci‘..cer

Fncle
SR:Lcker gh ' '
Oc . Opr. Com. k] DMEA, Wash. E) D C ] /

. Re M. Smith
File -
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' muwummmmmmpmm
m;mwm.wm Duresn of Mimms, MB. B. Tatlock, Geologi-~

cal Servey, smd deted Septeber 25, 1956,

' Aﬁnnnmathmadnmmhms
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- original loocator; and his three sens, - - ~ - gtc, mmm
were staked by the sompany.® Tiw umumm
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'usmpmmmnum“ww claims sedjact to lease;
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‘M :rm.r‘u,
George C. Selirldge

mm mmpécg

API’RWEm e A ADMcMahon/foc < 10/16/56
Lo R cc to: Dockol'l'; :
Frank D. Lanb ' / ‘ Code 40O .
Y/ ~ Admr. Read, File
M &umm © Oper. Comm.
I FT. REG, II

. Messrs, J. W, Pennington, USBM

- N. E. Nelson | / _) o T, H, Kiilsgaard, USOS
Thaber, mdﬁf'&rny ¥ | ' ‘
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. . IN REPLY REFER TO:
UNITED STATES W

DEPARTMENT OF THE INTERIOR RECEIVED
GEOLOGICAL SURVEY -
WASHINGTON 25, D. C. OC | }- 5 ?958

October 11, 1956

Memorandum L/

4
To: W. S. Martin, Defense Minerals Exploration Administration A]
From: W. P. Williamé, U. S. Geological Survey

Subject: Review of field examination report, DMEA 4348, 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
progect.

The field examiners recommend spproval 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.

TN

. ‘ | /"
Lol bl ansna”
W. P. Williems

Cupy retatned 400





UNITED STATES
DEPARTMENT OF THE INTERIOR  RECEWED
BUREAU OF MINES . peT =9 1956
WASHINGTON 25, D. C.

Octobér 9, 1956

Copy retainet 408
Wéﬂ"l
Memorandum
To: W. S. Martin, Defense Minerals Exploration Administration
From: Commodity Specislist, Branch of Base Metals

Subject: Review of Field Team Report, Docket No. DMEA 4348 (mercury),
Matthews Mining Co., E1l Cajon Mine, San Benito County,
California. $15,535.00 . _

The revised progrem to explore for mercury mineralization at
the E1 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 reasonsable. 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.

J. W. Penningt

Copy to: Division of Minerals
Branch of Base Metals (2)
Thor Kiilsmrd, U.S5.G.S.
F. D.. Lamb
Fililes
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UNITED STATES

DEPARTMENT OF THE INTERIOR BT =0
DEFENSE MINERALS EXPLORATION ADMINISTRATION = =SEVED
WASHINGTON 25, D. C. 0CT =3 e55

1605 Evans Avenue
Reno, Nevada

October 1, 1956

Memorandum“/ V L/% 4

To: Operating Cormittee, DMEA, Interior Building, M/\
Washington 25, D.C.

Froms Executive Officer, DMEA Field Team, Region II

Subject: Docket No. DMEA-L3L48 (Mercury)
Matthews Mining Company
El Cajon Mine
San Benito County, California
(Your letter June 29, 1956)

Enclosed are four copies of a report by Walter Bank,
Bureau of Mines and D. B. Tatlock, Geological Survey in which a
moderate exploration project is recommended. Total cost of project
is estimated at $5,517.50.

S:ane rev:l.ew:u.ng 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 set up 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 all
is certainly worth the expenditure of 3&,138.13 Government partici-
pation.

'/éncl;

Reviewed DY
DMEA OPERATING COMMITTEE

s0-7-5¢
o [9-T=26

— Q@&t@)‘ —
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UNITED STATES
DEPARTMENT OF THE INTERIOR
FRED A, SEATON, SECRETARY
DEFENSE MINERALS EXPLORATION ADMINIS TRATION
REPORT OF EXAMINATION BY FIELD TEAM
REGION II
APPLICATION REPORT
DMEA -4348 (Mercury)
Matthews Mining Company
B El Cajon mine A
‘San Benito County, California
by
Walter Bank D. B. Tatlock
U. S. Bureau of Mines U. S. Geological Survey
September 25, 1956
Qevteen mnai‘?“ﬁ
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INTRODUCTION

The Matthews Mining Company, 135 Vine Street, Hollister,
California, applied for Government assistance in a $15, 535,00
program under the Defense Minerals Exploration Administration,
docket DMEA-4348, to explore for mercury‘ at the El Cajon mine,
San Beni.to County, California, The applicant estimates 2, 500 tons
of ore assaying 10 lbs, Hg/ ton and wishes to further explore the
property.

. A field examigétion, was re quésted by the Operating Committee

and was n'.lade by Walter Bank, U, S, Bureau of Mines, and
D. B, Tatlock, 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 at the New Idria‘_jur.nace plant
where the applicant's ore is progassed. Four samples were

taken,
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CONC;LUSIOI_}I’S AND RECOMMENDA TIONS
Cinnabar occurs in several small, closely~spaced bodies
in hydrothermally altered breccia along a fault zone at least
200 feet wide, Reserves of 2,39;0 tons éveraging 12 lbs, Hg/ton,

or 380 flasks, are inferred along a strike length of 800 feet and

toa depth of 30 feet,

3
It is recommended that the Government participate ina = ,ﬁ,,c./c@
. . ’\ f"’:“Q:./"\// ,.{1’3{ '(;‘
. e et | C
two-stage exploration program consisting of three trenches. 7

=

across the brecciated fault zone at a total cost of $5,517,50, of
which the Government's share at 75 percent would be $4, 1;18.13.

The probability of a signifi,cant&dis.covery is fair, The
prc;ject area is readily accessible, and facilities to do the work
are already on the property., \

LOCATION,‘ ACCESSIBILITY, AND LOCAL FACILITIES

The El1 Cajon claims are in secs, 3, 4, 5, and 9, T, 16 S.,
R. 10 E,, M.D.B.&M,, San Benito County, California (fig., 15,
on the east flank of the Diablo Range at an altitude of 1800 to 2800
feet,

The mine is about 50 miles southeast of Hollister, and 4 miles
southwest of Panoche iﬁ Clough Canyon, From Panoche, travel
west 1,2 miles along a county road, turn south on a private dirt

road for 1.0 mile, turn right and continue 3,8 miles to the open

pit (fig. 2). -





A right-of-way agreement permitting the applicant to truck
ore along the private road is being drawn up. The applicant will
maintain that road which passenger cars can traverse except in
wet- weather, It is impractical to work during the rainy winter
months,

Precipitation is about 10 inches annually, An earth dam 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 Hollister for $1.50 per hour plus board

for unskilled labor and $3.~.£)0 per hour for bulldozer operators, Ore

VY~
I

can be furnaced at Idria, 27 miles away. A trucking rate of $fl_;,00 " ?’/2‘!”’
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 a;/ailab.le within 4 miles of the property.
Abbot Hanks, Inc, in Sacramento, and Ernie Castro at the New Idria
mine have assayed the applicant's samples.

HISTORY AND PRODUCTION
The property was locggd by Edward A, Mattﬁews in March 1?25,

and began producing ore in May of that year, From May to July 1955





93,28 tons of ore averaging 15 lbs, Hg/ton yielded 18,3 flasks
at 90 percent recovery., From March to July 19‘5.6‘ about 2300 tons ?

of ore averaging 15 Ibs, Hg/ton yielded 47 flasks, ' ]

Production (flasks)

1955. 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 pr‘operty' consists of 20 unpa.tentéd_ claims which are

recorded in Hollister, San Benito County, California (fig. 2).

- Book Page
West Clough No, 1 220 209
West Clough No, 2 220 205
West Clough No, 3 220 211
West Clough No, 4 : 214 591
East Clough No, 1/ ‘ 220 207
East Clough No, 2 / 220 193
East Clough No. 3 / 220 215
East Clough No, 4 220 191
East Clough No, 5 220 203
East Clough No, 6 ‘ 220 195
East Clough No, 7 220 213
East Clough No, 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





: Book Page
Rocky Peak 214 593
Rattler No, 3 214 405
Rattler No, 4 222 107

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, Additional claims weré staked by thé
company,

The company plans to hire miners and bulldozer dperators,
but the owners will supervise what work they can, A cohsulting
ge.oio-gist is available. The company is financially responsible
and plans to provide its share of the costs in money, some labor,
and some equipment, ’

DEVELOPMENT

Four men, including one of the owners, are working on the
property. Intermittent work to date is equivalent to about three
months' steady work, The fauleone has be‘en exposed by trenching
for about 300 .feet along and 209_’\fee1:; across the strike to depths of
‘le:fo‘,ot to as much as 20 feet, About 300 feet south of the workings
hydrothermally altered rock is exbosed in a road cut for about
200 feet along the strike (fig, 3), A few small exposures of altered
rock occur along the stream bed about 1, 500 feet south of the mine

workings.,





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~ton dump truck, fair condition,

D 2 Skiploader, good condition,

80 cu,ft, compressor, good condition,

Jackhammer, good 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 between
Franciscan rocks of Late Jurassic and Early Cretaceous age to
the southwest and the Panoche formation of Cretaceous age to the
northeast,

The Franciscan consists chiefly of highly indurated, fine=~ to
medium~grained graywacke and interbeds and lenses of black, thin=
bedded, silty to argillaceous shale., Some greenstone and rythmically
thin-bedded brown chert occur near the fault zone,

The Panoche formation consists of thin-bedded to massive,
fine~ to medium~grained sandstone and interbedded brown to black
shale, The more massive sandstones show cavernous weathering,

and in many places the Panoche is recognized by large, hard,

spheroidal concretions,





The northwest-trending fé.ult dips stleeply northeast and
forms a breccia zone #s much as 200 feet wide, The zone is
composed éf sub~angular and lenticular fragments 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 the fnine area,
Much of the fault zone is 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 hydrothermally altered
fault breccia along the northwest-trending fault, and consist of
impregnations of cinnabar in and between breccia fragments, and
of irregular veinlets and disseminations of cingab.ar in gouge and
in altered hanging~-wall saéxdstone .

Cinnabar is the only ore mineral seen. Some finely
disseminated metacinnabar may be present as it is commonly found
in the district, A little pyrite o,écurs with the cinnabar, Other
gangue minerals are quartz, chalcedony, clay minerals, and iron
oxides, Traces of cinnabar can be seen in almost all of the altered
zone, which is exposed in three places along a strike length of

1,500 feet,





Seveg;':small ore bodies have been m_iped in the fault zone;
all but three of these have been almost completely cbox>rered over
. by subsequent bulldozing, Four of the bodies, from which most
of the ore has come, are r.?l‘ated to minor northea‘s%t:trending
cros\sﬁiaults which offset the main northwest~trending fault. left
laterally, - Three of the bodies, all very small, are along the
. northeastern margin of the breccia zone against a steeply~dipping
hanging wall of slightly altered Panoche sandstone and shale .'

The largest ore body occurred at the steeply north-plunging
intersection of the main fault and a cross fault and consisted of
nearly vertical veinlets of cinnabar in a zone of gouge and fine
breccia against a steeply east~-dipping hanging wall of bleached
Panoche sandstone. The body extended about 30 feet along the
main fault, 20 feet Aal.ong the dip, and averaged about 3-1.‘/2 feet

in thickness, About 200 tons of ore averaging 15 lbs, Hg/ton

7 % :E",.(:',* .

e

was mined yielding about 40 flasks,

S
The best ore exposed so far occurs along the crest and on

the fhiks' of a small low~dipping anticlinal flexure within the fault

zone which plunges S 55° E at 40 degrees, The portion of the

ore body exposed is 3 feet thick and 8 feet wide and consists of

veinlets and disseminations ofAcinnabar in finely brecciated

graywacke containing thin interlayers of black goAuge and gray-white

clay, The ore averages about 33 lbs., 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. general the ore bodies in the breccia zone are 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 33 lbs, Hg/ton,

SAMPLING
| Four samples were collected and are described as follows:

Sample Hg/ton
No, lbs. Description

B~17 33,6 Chip, 4,2 ft, long, representing seam 2,3 ft,
thick, From pit near junction of main and
cross faults, Mostly gouge, some iron=~stained,
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,

B~-20 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 reserves are summarized as follows:

Class Tons Lbs, Hg/ton Flasks
Measured 10 33 4
Indicated None - —
Inferred 2400 - 12 380
Totals: 2410 12 384





‘ .

Except for measured reserves of about 10 tons in the highest
gradé ore body (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

breccia zone, it is inferred that additional ore bodies will be
discovered along the strike of the breccia zone to the south beneath
the alluvial cover,
PROPOSED EXPLORATION

The applicant prop,o-s.ed to bulldoze four trenches, each about
200 feet long and 300 feet apart, across the southeastward extension
of the breccia zone to .exliLorr,e for small, er‘ratic,allL distributed but
clos.el;; spaced quicksilver ore bodies compara;ble: to those already
mined,

The proposal is based on sound geologic data and it is
prob-able, that more small ore bodies each containing from 5 to 40
flasks of quicksilver will be found.,

In conference with the applicant it was decided to reduce the
program to thre.e@ trenches, each ZO‘Qﬁ feet long, across the breccia
zone ,alon g a strike length of 600 feet, Judging from the operator's
previous work in the area the dep;;h of cover ranges from a few

inches to as much as tenr_rﬂf“e-et. Therefore, the trenches should be

about 15 feet deep in order to penetrate at least 3 feet into bedrock,

10





Underg'round 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, trenching indicates that small ore
bodies occur consistently in the breccia zone along a strik; length
of 500 feet or more, then underground exploration might be
warranted,

It is recommended that the Government participate in a
two-stage program consisting of/7500 cubic yards of trenching

2, T4/ foene

at a total cost of $5,517. 50( of whxc:h the Government's share at

75 percent would be $4,138,13,

(z

Stage I: 2500 cubic yards of trenching. EERA R

From approximately 1_50. feet N 65° E of survey station
G, trench S 47? W about 200 feet to explore the southeastern
extension of the mineralized zone,
Stage II: 5000 cubic yards of tren.ching in two or more locations,
Two tentative locations are suggested, as follows:

(1) From approximately 190 feet S 63° E o.f survey

.statioﬂ G, trench S 40° W about 200 feet to further

explore the mineralized zone,

(2) From ai)proximately' 270 féet N 20° E of survey

station G, trench N 72° W about 200 feet to further

explore the mineralized zone,

Stage II work is to be contingent upon the results of Stage I

and on any work done wholly at the operator's expense, The locations

11





of trenches in Stage II are tentative, and flexibility should be
allowed in tileir‘ 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 3o
150 hrs, @ $15,00/hr, $2,250,00 g

(2) Labor and supervision: - based on 2700 feet
of drilling at 125 feet per day,"

2 Miners, 25 days each @ $20,00/shift, $1,000,00
1 Supervisor-Engineer, 1 month
@ $500,00/month 500,00
Sub-total: $1,500.00
(3) Operating materials and supplies, . L
ot
Explosives, 3 trenches @ $350.0047 $1,050,00

(300 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: $1,337.50

12





(4) Operating equipment,

Compressor, to be furnished by operator,

($6, 000 value) 1 month @ $100,00 - $

(5) Rehabilitation and repairs.

None

100,00

\

None

(6) New buildings, improvements, etc,

None

(7) Miscellaneous,

Payroll taxes, insurance, etc,, 1 month

None

$ 180,00

Analyses of 50 samples for mercury

@ $3.00/each,

(8) Contingencies,
None

Total estimated cost:

Government participation at 75 percent:

ja\r/@ 2 & @ﬂ /// - ((ﬁy ?-D

/&“/gﬂw”"W K
Lo

13

150,00
$ 330.00

Sub~total:
None
$5,517.50

$4,138.13
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UNITED STATES 1M 2 7 1955
DEPARTMENT OF THE INTERIOR
' BUREAU OF MINES
WASHINGTON 25, D. C.

June 26, 1956
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Memorandum&%g
To: W. S..Martin,’Defense Minerals Exploration Administration
From: Commodity Industry Anslyst, Branch of Base Metals

Subject: Review of épplication; Docket No. DMEA 4348 (mercury),
Matthews Mining Compeny, El Cajon Mine, San Benito_
County, California, $15,535.00 ]

It is proposed to explore the property by'BOQ:feét of
surface trenching at an estimated total cost of $15,535.00. For
the amount of work proposed, this appears to be an excessive cost.‘7 Sl

C———

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 refgzggg‘zgrthe Field
Team for examination and appraisal. ——

# L |

. W. Pennington

Attachment

Copy to: Division of Minerals
Branch of Base Metals
Files ) :
R. W. Geehan
Thor Kiilsgeard, U.S.G.S..





. . IN REPLY REFER TO:

UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY '
WASHINGTON 25, D.C.

. June 21, 1956

Y Re: DMEA 4348
- ke Matthews Mining Co
Ce¥ . El Cajon Mine
San’' Benito Co., Calif,
$15,535.,00 - Mercury

VR
o>
\@

Memprandum\/ A . w
Tos W. S. Martin, Defense Minerals Exploration Administration
Froms - N. E, Nelson, U. S. Geological Survey

Subject: Review of applicaiion. :

The appllcant 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.

An examination appears warranted,

Referral of the application to the Field Team for ap-
propriate action is recommended.

N. E. Nelson






Matthews Hining Co. ~ : Subjects Diia-L3L8

Hollister, California = _ Re: Exploration Acsistance

El Cajon Yine

Gentlemen
The receipt of your application dated June 12, L956
- for exploration essietance under the Defense Production Act of 1950,

. a8 amended, is hereby acknowledged

Your epplication hee been aaeigned Docket Number DMEA. L3346

and referred to,thei Tron & Ferro-Alloy Division.
Kindly ideﬁtify e;i future correspondence releting”to'your
application by this docket number.

Sincerely yoere,

.Robert E. Adams, Chief
- Operations Control and
Statiatics Diyieion

0922





June 20, 1956
Memorandum
To: - Executive Officer, DMEA Field Team, Region 31
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’ I
, IX,

DMEA . 4348 Matthews Mining Company

Robert E. Adams _
Chief, Operation's Control -
and Statistics Division\

INT.-DUP., SEC., WASH., D.C. : : : 84855
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UNITED STATES RECEIVED
DEPARTMENT OF THE INTERIOR - T
DEFENSE MINERALS EXPLORATION ADMINISTRATION JUN 2 01956

WASHINGTON 25, D.C.

; 1“16.05 Evans Avenue
Reno, Nevada

June 18, 1956
Memorandum .

To: -Operating 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.

i
A

S. Ricker

“/f&/ttach.





‘ UNlTEDSTATES A
DEPARTMENT OF THE INTERIOR RECEIVED

DEFENSE MINERALS EXPLORATION ADMINISTRATION JUN 01956
o : WASHlNGTON 25, D. c h o

1605 Ewai Avenue
Rm, Nﬂm

‘ ) Jmc 18. 1956
: Memormdum

. To: metiag Cemmittee, bum, xnmm» Bailiimg
N T WI;lhmn 35, Bn .. »
From: 47:,Ex«emve omu:. DMEA mm Team, Regioa n
e Mject: . Loan A»licmtzm (Mctcary)
- Matthews Mining Cempany
. E) Cajen Mine i
o Sm Benito Cmty. California
' Att&ched are thxee sets of MF-103 Appiiuum for
| : Aid fams tehtivc bo ahmre sabject. : 'I'hc itmxth sc{; has h«n

' numeé in mu- filqs.

. §. Ricker
. Attach, -
e SRicker: gh v
~cc: R. M, Smlth
' F11e ‘





Standard Form 63
Jan. 1952

U. S. GOVERNMENT

MEMORANDUM OF CALL

D N Time .
- | B 2L

TO%/@ y@u%ﬁéi) '

/)?ﬁm WERE CALLED BY—

ad YOU'WERE VISITED BY—

s i ety /-

Number or ﬁde

Teleph};/

Extension

T PLEASE CALL
O WILL CALL AGAIN
O RETURNING YOUR CALL

Left This Message:

0 WAITING TO SEE YOU
[0 WISHES AN APPOINTMENT

AN

Received by— .
N

WU s. GOVERNMENT PRINTING OFFICE:

1955 0-.367998 16—65
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ME0s . UNlTED"ATES DEPARTMENT OF THE malo g
(Reviced fort 1?52) DEFENSE MINERALS EXPLORATION ADMINISTRATI@&E_.——A ' o G

= L JUN201956

~ Not to be filled in by applicant

APPLICATION FOR AID IN AN A aE
EXPLORATION PROJECT, PURSUANT TO  Docket N&:

DMEA ORDER 1, UNDER THE DEFENSE B e ;%M e
PRODUCTION ACT OF 1950, AS AMENDED metimated Cost ZH A5, S35+ 20

Participation ( overnment 7

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: _.—.ooooo oo mmhgwa-.Min_ing__QQmpany
Hollister, California

(b) If other than an individual, add to your name above whether a corporation, partnershlp, etc., and the name of the State
in which incorporated or otherwise organized.

(¢) 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 quadruplicate (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 Annex 1
___________________ See._Property. Map_ and _sccompanying description

(b) State any mine name by which the property is known. E1 Cajon Mine

(c) State your interest in the land, whether owner, lessee, purchaser under contract, or otherwise
Owner and operator

(d) If you are not the owner, submlt with this application a copy of the lease, contract or other document under which
you control the property.

None

(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

(b) State past and current production, and ore reserves, if any, giving quantities and grades. S@e Annex 1

(¢) Describe the geologic features of the property, including mineralization, type of deposit (vein, bedded, ete.), 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

(d) State the facts with respect to the access1b111ty of the project: Access roads, distances to shlpplng, supply and residence
points.

(e) State the availability of manpower, materials, supplies, equipment, water, and power. ; 16—86561-1

Metal or Mineral ... ££4ACit Aty . )





5. The exploration project.—(a) !tate the mineral or minerals for which you Wls! to explore _.__Cinnabar

(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 beds, etc: 'See Annex 1 on Geologic Map = = ' T

(c) The work will start within __.30 ____ 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. Sge 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 contracts.—(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

(b) Labor, supervision, 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:

(c) Operating matenals and supplies. ——Furmsh an 1bem1zed hst mcludmg items of equlpment costing less than $50 each,
and power, water and fuel. " See "Annex’ 1

(d) Operating equipment.~Furnish an itemized list of any operatmg equlpment to be rented, purchased, or which is owned
and will be furnished by the Operator, with the estlmated rental, purchase price, or suggested use—allowance based on present
value, as the case may be. ‘Sgg Annex 1 C

(¢) Rehabilitation and repairs.—Furnish a detalled llst showing the cost of any necessary initial rehablhtatlon 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 bulldmgs, fixed
improvements, or installations to be purchased, installed or constructed for the benefit of the exploration project.

(9) 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’ l1ab1hty insurance, and payroll taxes. See Annex 1

(h) Contingencies.—Give an estimate of any necessary allowances for contingencies not included in the costs stated above.

NoTE.—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 contlact 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 I:] Other
Explain in detail on acompanying paper. . ‘ l

S 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 hlS knowledge and belief.

Dated ... June 12 "~ ' . ,195..6

" Title 18 0. S Codé’ (Cnmes), Sedlon 1001 mukes ira crlmmcll offensé’ Io make a willfully false statement or representation to any deport-
menl or agency of the United States as to any mcmer wnhm its jurlsdlchon

Wi el P

: . . ‘OVINNMENT PRINTING OFFICE’ V 16;66551'1





MATTHRNS MINING COMPANY

. SAW BENTIO COUNTY GALTFORNIA . RECEIVED
" Appliestion For DuM.B.A, Bxplomtion‘.' ’, S Jung 0 1568

, ?rpjce"k Yor Quﬁ.akluwr '

Amnex T Report
Annex II deologia ¥ep
- Aunex III Property Map

| P!mmanf

Tho purposo or this oon‘wao‘b vri.n be tn oxplm'o ‘the Mmraliaed

tone in cleugh ennyon on thc lhtis)ww- li.alng cpnpuny propoﬂsy in Ian Bonuo .

county. .
' “‘.wscnmxon OF PROPRRT‘Y :

- .The property oanss,st.s of & bloek of 'cmnty olains oontorod -bout
Clough canyen near Panoche in Contral S$an Benite Gaunty.: ‘(See Annex III)
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The nearest shipping, supply and residence point 1s Hollister which

is abeut 50 miles from the mine. Menpower, msterisls and equipment are all
_available a¥ Hollister. Elegtrie power is availadle within about four miles

at the prepoﬂy snd utor oan be mppllod by small dems to eatch seasonal rumoff.

" ORE RESERVES u;n Pnabucuou

The dopoait. wh!.ch was otigimlly diuowrod end located by Mr. Bd=

ward A. Matthews of Holllster in Mareh, 1955 began preducing by May, 1958, All

the ore was trusked to the furnnce plant at Idria, and on a basis of a 90X re-.

. covery yielded 18:292 flasks of quicksilver from $3.28 tons of ore from May to

duly 1958. The are averaged spproximately 15 lbs. of Meroury to the ton. Op-
erations were temporarily discontinued wrtil April 1, 1966. But will now be
opersted on year round basis, weather permitting. Approximately 150 tons have
been processed aversging 12§ per ton to May 1, 1956, Very little development
work has been done om the property therefore it is diffieults to arrive st a
reasoneble ore reserve figure. However, a rough miniwum figure is given whish

44 based only on the metual ore in sight taken without ssperation, the ;rado

‘bcing dchm!mod by n‘tiutiug volumes and uaay ﬂ;uru. .

- o’x’:‘ Rsszmx

htimted \mmugo - 2500 henl , o
Bstimated yinld - 108 quicknuvor pdr ton on & huia of 90K re=

,aowry would ﬂom 25.000 m. of quiekanm or 896.06 flaskse

- gEOLOGY

:ho ore ocours’ in n ni.mu.uud sone ot hut 200! wide and 7000
long in sandstons and shale alomg a fault eontast between the Panoche and
Franoiscan formations. This some was originally largely blanketed by over=

" burden which has since besn remeved by dozing. This overburden consisting

of s0il, %alus end slide material obsoures most ef the croppings in the ares.

- And there is reeson to believe that the same mineralixed zone extends to the
" sowth along the feult under the alluvium. The shallow stripping was the only
~ developwent ‘work ever done on the property, and st lewst traces of clmmabar.

cen be found om nearly every point of the exposed ground, The road oud shalm
on the ssgompanying geologiec map exposed cropping- which pron the minounud
tone oxtondo baneeth’ tho nllwim. v A

2he smll of Pset of the wain fault as ;m on the mp 18 believed

: .to be donimnt as an ore eontrol factor. HBspecially since the best ovre oo~
" eurred in the sormer formed by the interseqting Taul¥s. This type of structure

and the rook asgoolations here are typieal ot quick-ilvor nines 11: the distriod

It 10 tppurcnt that cth.r sinihr ttrugturos mntuinmg ore may exist

' bonnth the blanket at :llmriu. ‘

!hi.s is reason for oxplorin; thia ;rmmg. - 
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o ‘ﬁécnm.mf or im;x .

I ?ho projut shall conﬂ.tﬁ of tm tronchu pl;ond to looato md
crossout the fault and the adjscent nineralised soMes The length and wxaok
position and depth of sach out may vary dependitiy Gn the posivion and mature

' of the mineralised zome. Their admbined length shill be no less than 8004,

© the width at the top of eash. sut abmxt w ani b tho bwm 16Y. The d‘pth
1 mn anmgo Amt 160, R A ‘

» " The sonsolidubed and broken materisl will be removed with a D 8 L
bulldoser. It is estimated that } nf thn rock will have to be broken by drining '
end hluts.ng prlor to moving. e A

. It is the plm or thc mg e hir- axwhneod wnrhra and mml-
tants to curry out the projest. It h uiimm thaﬁ thia wort will be acoome
, ‘plithod withj.n 00 dnyt mkin; tm. S 4 ‘ : v

_'.fmmn_bhr 00818 .

msomr. | e
4 s:lneludn - )
Suporvtum 0700.90 mﬁ: ‘ mmnutun o) insursxoe
: (iinbﬂi‘ky S -
‘ o wroll tmg ‘
| _‘.l_nginoii'm' 200,00 month |
inbor"' : 7' GG0.00 moitth
| amLm . BQUIPMENY
| mmm;‘ R umoo
. Powder - - 300,00
_ Fuse Caps SR S 180.00
Bits and Drill Sseel . #50.00 -
mamruur and Hammer - - 880,00 \“; :
.memn DOZER & nmxn RENT R | |
80 d.y‘ ‘118-00 ' i ‘.Mm SRt A
frmcportut!.an from Ballhur S 10000 ¢ o
| mmmm 70 BE FURNISHED BY QFERATOR. L
. Value

!!o Do ? rﬂﬂtér & 50!‘1‘ :
10 Ton Dump ‘Truok gt
"1 B=g Bkip m:

© 1 Jeok Hammey

1 Compressor (3»119

-#I' 9;4'. 2. /MA’ 4(:?(0#‘ 1('!.44

zotal Goct of eawbnﬂ . $14,585.00 | : ?/"fs" syv £
dovernment Pmicixﬂﬁm i”’) o ;681.28 co= TR T
Operwur N €1 . : |

5.888.78 e bof
T “ _,bbl/gfgf.










MATTHEWS MINING COMPANY

8 )
SAN BENITO COUNTY, CALIFORNIA
SEC.4 TI6S RIOE

] /00 200 300
L | L J

|
CONTOUR INTERVAL 10’

GEOLOGY & TOPOGRAPHY BY R.K.LINN

JANUARY 1956

 EXPLANATION

QUARTERNARY_°°' |

CRETACEOUS

JURASSIC

Kps

Tfs

Creek gravel, soil and rubble
blanketinq most of area

Panoche formotion sandstone and shale

Franciscan formation sandstone ond shale

Foult accurately located

Foult approximately located
Approximate bouvundary of mineralized zone

STike and dip of bedding

SYMBOLS

Stripped areaq (!-15Feet deep)

Earth dam

Dirt road

Trlangulation station

= Bow?a’ary of Froposed £xcavations






MEA 4348
UNITED STATES DEPA:.....NT OF THE INTERIOR D{MERCURY]
GEOLOGICAL SURVEY

EXPLANATION
'-‘Oa.l

Alluvium | talus, debris flows

KPss

e

Panoche sandstone and shale

— e

Jf

Franciscan series

R A B
Mineralized breccia

e R —
B e LT
Proposed trench

From Company maps by R.K.Linn 0.21b.
Additions by D.B.Tatlock, August 1956

Figure 3 EL CAJON MlNE, SAN BENITO COUNTY, CALIFORNIA
- (a 100 200 300 Feet
' iy i 1 )

Contour' interval 20'
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| 1. +MENT OF THE INTERIOR DMEA 4348
UNITED STATES DEPA E 0 E 0 ded LBl

GEOLOGICAL SURVEY

EXPLANATION
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s, debris flows
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A'luvium | tal

KPss

Panoche saﬁdsfone_ _ar_-nd shale

Jf
L — - _J'
Franciscan series

[—r————

omb

Mineralized breccia

B et 2ol
[ I W S S,
Proposed trench
From Company maps by R K Linn
Addtions by D.B. Tatiock, August 1956

Figure3 EL CAJON MINE, SAN BENITO COUNTY , ¢
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UNITED STATES DEPA,..MENT OF THE INTERIOR
GEOLOGICAL SURVEY
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® | - Contig)t No. Idn-E1069

Docket No. m
* DEPARTMENT OF IHE INIFRIOR mthﬁ,m mm.act

DEFENSE MINERALS EXPLORATION ADMINISTRATION

" 10 Chief, Finance Sectlon, Budget and Finance Branch, Bureau of Mines
| Please make the following entry on the records of the -

_Defenéol'[inerals Fxploration Administration under the Strategic :-md
Critical Minérals Fxploration Program. ,

Date of Contract Region State ' Commodity

march 20, 1957 II California Hercury |
Name énd Address | : '
of Operator: Fatthews liining Co. .

135 Vine Street
Holllister, Calif.

o . Reserve ,Obligaﬁ::_ion
Prior Anount . 3,357.00 o
Ino}éaso | 0 0
Deoreass - 3,357.00 0

| Ro\}iéed'Amount : 0' 0

. Remarkss

Name
Allen S, nakan,( Chigf ,
Operations Gontrol and
Statistics Division

Date Delivered to Bureau of‘ Mines‘, Washingtm 9/3/5,‘71'“'19)

989¢
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. | | S Con';t, No, Idm—E_lnég_;_

Docket No. _m
- DEPARMUENT OF IHE INTFRIOR fproved contracs

DEFENSE MINERALS EXPLORATION ADMINISTRATION

T0s Chi'éf; Financ‘e'Seétibh, Budgét arid”'F'i:nance Branch, Bureau of Minés

Please make the following entry on the records of the
Deferise Minerals Fxploration Administration under the Strategic and
- Critical Minerals Fxplorabion Program,

Date of Contract B_e_g_ig_rl_ | »M ' E."_“l“.".i‘i-_t.'l
aren 20, 1957 1T Californla  lercury
‘Name and Addrass ' -

of Operator: . Matthews Mining Company

135 Vine Street,
Hollister, Califoraia -

Reserve , Obligaﬂoh

Priér'kmonnt | ). o - 6
Increase (3,367 "
ﬁecréase o R ¢ B —--0—--- .
© Revised Amownt 3,357 o

. Remarks:

ALLEN S. DAKAN
N,
Allen 8. i?akan,( (?gie)f

Operations Qontrel cnd
Statictice Division

(" Tiple)
3/20/57

Date Delivered to Bureau of Mines, Washingtm
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