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Government's copy

»lb.

: MF-200 « «
(Revised June 195

UNITED STATES OF AMERICA
EPARTMENT OF THE INTERIOR

DEFENSENMINERALS EXPLORATION ADMly{éTRATION
EXALORATION PROJECT CONTRACT!*

F /

It is agreed this EB1g 19 . day of , 195..._, between the
United States of America, acting throu the Department of tlle Interior, Defense Mmerals Exploratlon
Administration, hereinafter called the “Gyvernment,” and 2 / meniiEH

m]._e_.llixh_}ﬁ.nerals, Caoy--a. Delm/ara.co:poration
N T

whose mallmg address is ..210.. Kittredﬂ Buil\i ;l6th and -Glenarm---
‘Denver_2, Colorado Lo8 /.

herelnafter called the “Operator,as follows ———————

ARTICLE 1. This contract is entered into }l/nde 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 MB8Ps ...
Figure 2, N\

and is described in Annex 1.3
(b) The Operator represents and ndertakes that:
(1) The Operator is the * _/_owner

and by virtue of a ¢ _
official records of said Coun ; and -

(2) The Operator’s right, title, or interest (whether as owner, lesdge, or otherwise) is subject
only to the following claimg, liens, or encumbrances: _an_overriding r yalty on all claims
-j.u.-Annax-I-.excep.t..Tray,, AJxe, Cindy Nos. 1 and 2, .

(¢) The Subordlnatlon Agreement of the holder of any claim, lien, or encimbrance listed above
and (if the Operator does not hold the legal title) the Consent to Llen of any hblder of the legal title

! If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it i in the blank.
*Insert n)ame, and if an organization, its nature (corporatlon and place of incorporation, partnership with names of
partners ete.
3 State on a separate sheet marked “Annex I” the legal descrlptwn or enqugh to identify the property, particularly

" excluding any areas from which the production is not to be subject to the Go%ernment s percentage royalty.

* Insert “owner,” “lessee,” “contract purchaser,” “locator,” ete.

® Insert “the entlre 1nterest » “the mineral rights,” “an undivided one-third,” etc.
¢ Insert “deed,” “lease,” “contract ” “location notice,” “patent,” ete.

"If not recorded so indicate by 1nsert1ng “un,”

-!,\- L,q L.
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of fhe land (lessor, seller, optionor, ete.), are attached, as follows: .. Subordination Agreements .
signed by ten (10) individuals each holding equal royalty xights.

(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

181c(>bc)1%11n;1 against the land or any production therefrom except for any productlon referred to in Article

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

of . mpandwm e ‘The work to be performed
is described in Exhibit “A:”: The Operator .on or before ... ... ey shall commence
the work, and on or before ... (unless the Operator s obligation to prosecute

the work is terminated—see Article 10) shall either have completed the work or shall have incurred
aElIo}rvgk;:Ie Acos1:s (see Article 6) ina sum notf less than the est;maj;ed tota,l allowable cost set forth in
xhibi 13 ” R

ce = - =

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 completlon 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 contraet, ~1nclud4ng 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 per'formed in accordance with the provisions of this exploration project contract, and only to the
extent t}ljlat the Government deems the unit prices for the work under the lndependent contract to be
reasona Ie

Lo oo

(c) Govemment may mspect —The erator shall consult with and inform the Government on all
phases of the work as it progresses. The overnhient may énter at all reasonablé times to inspéct 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 allowab]e cost of the project,
set forth in Exhibit *“A,” is the sum of $ ,492000

not in excess of $33,369.00 e e Promded That untll the Operator has
rendered to the Government his final report, and any final audltlng 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 sutris 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 mdependent 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 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..
16—706]7-}





CATEGORY (6) —NEW BUILDINGS, FIXTURES, AND INSTALLATIONS (EXCLUSIVE OF MINE WORKINGS) .—
Eistimates 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 duph-
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 acqulrmg, 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 thls 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 9.

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 engmeermg—geologlcal 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.

(¢) 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 (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 (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
curﬁently ull)on 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 Govgrnment 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 admltted 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 thls contract if made with a corporatlon 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

Adminiatrator, Defense Minerals %"
: ' Exploration Administration :
....... MILE HIGH MINERALS, INC,. . . . .. ... .. '

(Operator)

By ...
Title e
I, } oo ' , certify that I am the
e ... secretary of the corporation named as Operator herein;
that .. ' » : who signed this contract on behalf of the
Operator, was then . . of said corporation; that said contract

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

CORPORATE
SEAL

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





EXPLORATION PROJECT CONTRACT
MILE HIGH MINERALS, INC..
DOCKET NO. DMEA-3992

ANNEX I
The 'land~réferred= to in Article 2 of the contract consists

of 15 unpatented mining claims which are recorded in the Office of
the County Recorder, Fremont County, Wyoming, as follows:

qADS o o Book No. Page No.
Tx"ey No. 1 (Amended Location recorded |
September 8, 1955) 141 -32
Trey No. 2 " n . 141 35
Trey No. 5  ® v 141 38
Trey No. 6 " "o " 141 41
Trey No. 7 " " "o 141 4k
Trey No. 8 " W 14 47
Trey No. 9 " " ‘ ;? ' 141 50
Trey No. 13 " " " 141 53
Trey No. 14 * T 56
Trey No. 17 " " " B TA S 59
Trey No. 18 " ™ " 141 62
Trey No. 26 % . w1 65
Trey Jr. (Amenéed Iocaéion recordéd :
| June 2, 1955) ) 122 152
Cindy No. 1 (Location reéprded June 15,1955) 122 150
Cindy No. 2 (Location recorded leme 3§,1955) 122 151

Thé above claims are situated in‘secs. 28, 29, 32, and 33,
T. 28 N., R. 92 W,, sixth principal meridian, and are shown on the

map entitled "Figure 2 - Property and Exploration Map, Mile High
Minerals, Inc., Fremont County, Wyoming, DMEA-3992," attached hereto
and made a part hereof. .
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EXPLORATION PROJECT CONTRACT
MILE HIGH MINERALS, INC.
DOCKET NO. DMEA-3992

* EXHIBIT "A"
Description of the Work

~ The objeét of this project is to explore the lower part of
the Tertiary Wasatch formation by means of core and nomn-core drilling.

It is estimated that holes ranging from 200 to 500 feet in
depth will be required to penetrate through the inferred uranium-
bearing zone.

The work shall be divided into two stages. The Operator
shall perform all the work im Stage I and so much of-Stage II as is
approved in advance in writing by the Government.

Stage I

Stage I shall consist of bulldozing drill sites and access
roads to drill sites, drilling fourteem (14) holes totaling not more
than 3,850 feet of non-core and 2,550 feet of core drilling, and
analyzing core samples.

The approximate locations o£ the holes are ahown on map
Figure 2 and described as follows:

On claim Trey No. 9 - three (3) holes shall be drilled at
locations approximately 100 feet north, south, and east of Operator's
hole 33. Also, two (2) holes shall be drilled at locations approxi-
mately 100 feet to the north and south of the above east hole drill
site.

On claim Trey No. 7 - three (3) holes, spaced approximately
200 feet apart, shall be drilled in a line across the northwestern .
corner. The end holes should re-enter, if possible, the Operator's
previously drilled holes 30B and 15, which did not reach the inferred
ore zone,

On claim Trey No. 2 - two (2) holes shall be drilled in the
eastern part of this claim. One hole should re-enter, if possible,
the Operator's drilled hole No. 11 which did not reach the ore zone.
The other hole shall be drilled at a location approximately 200 feet
S. 20° W, of hole No. 11, The two holes on this claim shall be cored

for their entire depth.





 On Trey Nos. 5 and 6 - a line of four (4) holes, spaced
about 270 feet apart in an east-west direction, shall be drilled
along the narrow ridge which crosses the northern half of these
claims.

Under this Stage I of the céptract,'noc'in excess of 80
hours of bulldozing drill sites and access roads to drill sites
shall be performed, nor in excess of 60 samples of drill cores shall
" be chemically analyzed for their U30g and vzos content.

'If the footage provided for Stage I is not sufficient to
complete the fourteen (14) holes, then with previous written approval
by the Govermment a part of the footage provided for Stage II may
be used to complete the 14 holes, and SCage II footages shall be
correspondingly reduced. ‘

Any footage saved by’re-entering‘previdusly drilled holes,
as suggested in drilling on claims Trey Nos. 2 and 7, may be used
to complete Stage II, if this stage is approved by the Govermment
and the extra footage is needed.

Stage IT

Stage II shall consist of bulldozing drill sites and access
roads to drill sites, drilling not im excess of 15 holes around Stage
I holes which show significant amounts of mineralization, and
analyzing core samples.

"No hole drilled in this Stage II shall be closer than 100
feet to any other Qril} hqle.

Not in excess of 2,800 feet of core drilling and 4,200 feet
of non-core drilling (plus any footage which is saved by re-entering
holes as provided in Stage I and is required to complete the drilling)
shall be performed under this stage of the contract. Not in excess
of 40 hours of bulldozing drill sites and access roads to drill sites
shall be performed under this Stage II. Not in excess of 60 samples
of drill cores shall be chemically analyzed for their U;0g and V,0g
content, under this Stage II.

GENERAL PROVISTONS

A competent supervisor and one helper shall be employed
- full time in conmection with the performance of the project work.





" All holes, except the two drilled on Trey No. 2 claim, shall
be drilled non-core to the inferred top of the uranium-bearing zone of
the Wasatch formation and then cored to the bottom of the holes. The
holes shall bottom just below the contact of the Wasatch formation with
the underlying Cody shale. It is estimated that about 100 feet of core
drilling will be required for the holes on Trey No. 9 claim and 150
feet of core drilling for all the other holes, except those on Trey No.
2 claim, »

All holes shall bottom NX core size, unless a reduction in
size is approved by the Government on a specific hole. This approval
may be verbal, but shall be confirmed in writing.

‘No holes shall be drilled closer than 100 feet to the outer
boundaries of the prope;ty»coverg@ by_this contract.

: " Sections of the drill core showing significant uranium
mineralization shall be split. One-half of the split core shall be
analyzed for its U30g and V,05 content. The remainder shall be
stored, for Government use, with the rest of the core, in boxes
properly labeled as to drill hole number, Markers shall be placed
in the sections of core to indicate the depth represented.

All holes shall be logged and probed for radioactivity.
Records of such logging and probing, together with assay certificates,
shall be submit;gd wity thgﬂOperg;o;fs_mpnth;y progress report.

" The extent and method of sampling and logging drill holes,"
the manner of storing drill core, and the locatiom, direction, depth,
and diameter of drill holes are all subject to Government approval.

Estimated COs;s Qf the Project

Stage I
Category (1) Indepgndent Contracts
1/ '

) ﬁulldbzing— access roads and drill
. sites, 80 hours @ $12.00/hr. $ 960.00

Non-core drilling - 5,850 feet @
$1.75/gc. S e

Core drilling - 2,550 feet @ $4.00/£t. 10,200.00





Category (2) Personal Services

Snbcategories (a), (b), and (c) Sup_ervision, Technical
e e _ - Servi.ces, and Labor

One supervisor - 3 months @ $650.00/mo. $ 1,950.00

One assistant - 3 months @ $300.00/mo.  900.00
Category (3) Operating Materials and Supplies

AG;s,"oi'l, and repairs for jeep, 3
months @ $40.00/mo. 120.00

130 core boxes @ $1.00/each 130.00

Catego:y:‘ 4) Operating "Eoui-.pment
Subca;:eéory (a) g’gﬁg_l_
‘_Noné
Subcategory (b) Purchases

None

Subcategory (c) Depreciation

1 jeep - 3 months @ $25. 00/mo. 7 75.00

1 gamma-ray logging‘unit: -
‘.27'u'|onths_ @ $50.00/mo o 100.00

Category (5) Imitial Rehabilitation and Repairs

None

Category (6) New .Buildingg, Fixtures, and Installations

Honé

Category (7) Miscellaneous

i ﬁorkmeps compensation and payroll '
taxes @ 7% of salaries 199.50





&

Chemical analyses for U,0q and A/ Os,
60 core samples @ $5. 30?8

Total Estimated Cost, Stage I
Stage IT

Category (1) Independent Contracts

Bulldozingl/ access roads and drill
sites, 40 hqqgs @ 512, Oolb; 480,00

Non-core drilling - 4,200 feet @ '
$1.75/ft, | 7,350.00

core drilling - 2, 800 feet @ o '
$4. 00/£t. - 11,200.00

Categorngg)-ltersopal Services

Subcaieéories (a), (b), and (c) Supervision, Technical
D - Services, and Labor

One supervisor - 3 months @ ‘ R
$650,00/mo. , .. 1,950.00

One assistant - 3 months @ $300.00/mo.  900.00

Category (3) Operating_nhterials and'Supplies

Gas, oil, and repairs for jeep, 3
wnths @ $40/m0. 120.00

- 145 core ﬁgies @ $1.00/each 145.00
Category (4) Operating Eguiément
) éubcategory_(g)*gggggl
) None
Subcategory (b) Purchases

None

ample> > § 300,00

$21,672.00





Subcategory (c) Depreciation
1 jeep, 3 months @ $25.00/mo. $  75.00

1 gamma-ray logging'unit: -
2 months @ $50.00/mo. 100.00

Category (5) Initial Rehabilitation and Repairs

None

Category (6) New Buildings, Fixtures, and Installations

a4 None

Category (7) Miscel 1aneoua

Workmens compensation and payroll
taxes @ 7‘1 of salaries _ 199.50

Chemical analyses for U30g and V,0g5

60 core samples @ $5.00/sample 300.00

 Total Estimated Cost, Stage II
Total Estimated Cost of the Project (rounded)

Government Participation @ 75%

$22,819.50

$44,492.00
$33,369.00

2/ p-7 Caterpillar or equivalent.





Docket copy .

Dock No. DMEA g 3”2

MF-200
(Revised June 1954)

NITED STATES OF AMERICA

'DEPARTMENT OF THE ],N ERIOR
DEFENSE NERALS EXPLORATION ADMINISTRATION
EXPLQRATION PRO JECT NTRACT!
FEB 1 ¢
It is agreed this 1956 day of , 195.. between the

Administration, hwafiir call d the “Gove nment,’

United States of America, actmg' through tNe Departmen of the Interlor Defense Mlnerals Exploratlon
,, 8 pqiwarc corporation

1 nded It consists of this form (MF—200) th ttached Exhibit “A,” " ? Annex I, and .‘P .........
Phetsay !

The Operator shall not transfer or assigh this contract r\ any rlght thereunder w1thout the ertten
consent of the Government. ‘ .

/ . ' B
ARTICLE 2. Ope'rator s property rights.—(a) The land whi h is the subject of this contract (here-
inafter called “the land”)-is in'the State Z W‘{S e County of frw"t ....................... ,

and is described in Annex I.2

(b) The Operator represents and undertakes that: N
(1) The Operator is the ¢ ... /FWR8E cntiu inwnt

in the land, in possession and entltled to possessmn for all of the pirposes of this contract, under
and by virtue of a® A y T recorded in Book T L ,

official records of said County; t/and
(2) The Operator’s right/ title, or interest (whet}&ar as owr* & lesse Oﬁgtherwmii is fu ject

Of .y Ro the ffllowmg d%‘e y ;{fe s, or ggrynlﬁgncei ad % b ‘

(c) The Subordlnatlon Agreement of the holder of any clalm hen, or encumprance hsted above,

and (if the Operator does not Z”old the legal title) the Consent to L1en of any holder of the legal title

* If sufficient space is not, prov1d 2d in any blank, use an extra sheet of paper and refer to it in the blank.
. Inserttcn;:tme, and if an organization, its nature (corporatlon and place of lncorporatlon, partnership with names of
partners, e

3 State on a separate sheet marked “Annex I” the legal descrlptlon or enough to identify the property, particularly

excludmg any areas from which the production is not to be subject to the Government’s percentage royalty
* Insert “owner,” “lessee,” “contract purchaser,” “locator,” ete.
5 Insert “the entire mterest ? “the mineral rights,” “an undivided one-third,” ete.
¢ Insert “deed,” “lease,” “contract ” “location notice,” “patent,” ete.
*If not recorded S0 mdxcate by 1nsert1ng “un.”
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the Japd (lessor, seller, opti ), ar ¢ . _Subordination Agresments
otgned By ten (105 inadvidual .etﬁﬂéflfai%i&%?%ﬁé‘%}igg__gmc-. T

(’d)}"*’l“he 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)l%ilr;l against the land or any production therefrom except for any production referred to in Article

ARTICLP 3. The exploration project.—The project is a search for indicated or undeveloped deposits
of ... uranium The work to be performed
is described in Exhibit “A.” The Operator on or before : : R shall commence
the work, and on or before v ' : (unless the Operator’s obligation to prosecute
the work is terminated—see Article 10) shall either have completed the work or shall have incurred

aI:]uOhVYk?Pcle Acosts (see Article 6) in a sum not less than the estimated. total allowable cost set forth in
x l 1 (43 .,’ ) .

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 Gggezwe%—The estimated total allowable cost of the project,
set forth in Exhibit “A,” is the sur?g)f $2 * _

The Government gag‘?%ibute ........ percent of the allowable costs as they are incurred in a total sum
not in excess of $ .72 brbvind ; : 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
A ' 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 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 supphers 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 followmg 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)——-Dep’recmtwn —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 Cabegory (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,w's of emstmg buildings, ﬁxtures and installa-
tions (exclusive of mine workmgs) .—The estimated total of this subcategory is a maximum.

Subcategory (b)—Imtml rehabilitation and repairs of operating eqmpment —The estlmated
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 duph-
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.

(¢) 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 productlon which are subject to the Government’s percentage royalty under the
provisions of Article 9.

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 engmeermg—geologlcal 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





" (¢) 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 (14) -
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percent for each add1t10nal 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 Admmlstratlon 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. —Nothlng in this contract shall be construed as 1mposmg any
obligation on the Government to purchase any minerals mined or produced from the land.

P
R

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. Terminatior of the Government’s obligations.—(2) 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 dlscovery, 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 accountmg :

(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 thls 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 Artlcle 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. Cﬁanges and added provisions.—
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Division copy

MF-200
(Revised June 1954)

UNITED STATES OF AMERICA
DEPARTMENT OF THE INTERIOR

DEFENSE MINERALS EXPLLORATION ADMINISTRATION

EXPLORATION PROJECT CONTRACT!

FEB 1 ¢ 1956

It is agreed this day of , 195_.__ between the
United States of America, acting through the Department of the Interior, Defense Minerals Exploration
Administration, hereinafter called the “Government,” and? .. ... ...

ie

whose mailing address is maﬁ% mtmﬁﬁm

X i

hereinafter called the “Operator,” as follows:

ARTICLE 1. This contract is‘entered into under the authority of the Defense Productiwct of
191‘5‘.);i a; %nhezlded. It consists of this form (MF-200), the attached Exhibit “A,” Annex I, and e

ARTICLE 2. Operator’s property rightg— The land which is the subject ig contract (here--
inafter called “the land”) is in the State of M . , County of ﬁw . ,
and is described in Annex 1.3 , ‘

(b) The Operator represents and undertakes that: - - - ‘

(1) The Operator is the ¢ H’ ' of ¢ m m_ "‘m“‘ .............
in the land, in possession and entitled to possession for all of the purposes of this contract, under
and by virtue of a ¢ vy “ooorecorded in Book ... ,page ... ;
official records of said County; and

(2) The Ope.rator’s. rightf, title, or interest (whetlm mﬁsmgﬁawlmlmmt ‘
g e — ;

(¢) 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.
. t2 Inserttcn;lme, 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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of the land (lessor, seller, optionor, etc.), are attached, as follows: m rosnants
shageed by ten (10) individuals o itiag aqeal )

ty sights,

(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
thereln, nor permit nor suffer any claim, llen, 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)la(nm against the land or any production therefrom except for any productlon referred to in Article
1)

ARTICLE 3. The exploration project.—The projectis a search for indicated or undeveloped deposits
of e The work to be performed
is described in Exhibit “A.” The Operator on or before ... . shall commence
the work, and on or before (unless the Operator’s obligation to prosecute

the work is terminated—see Article 10) shall either have completed the work or shall have incurred
%lo}yg.lzle Acost:s (see Article 6) in a sum not less than the estimated total allowable cost set forth in
X 1 1 [ .”

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, 1nclud1ng the right to terminate its contributions, shall not be affected thereby. Regard-
less of the prov1s1ons 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}l)lat the Government deems the unlt prices for the work under the 1ndependent contract to be
reasonable

(¢) Government may 'mspect —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 Gm—The estimated total allowable cost of the project,
set forth in Exhibit “A,” is the sunpgf $....
The Government 3 Wute ........ percent of the allowable costs as they are incurred in a total sum
not in excess of $___. : Provided, That until the Operator has

rendered to the Government his final report, and any final audltmg 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 incurfed” 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 superv1sors |
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 duphcabed under any other category. Theestimated
total of this category is a maximum.

Subcategory (a)—Initial rehabilitation and repturs 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 eqmpment —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) Imdirect 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, instaliment-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 9.

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 perfermed 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 j;he 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 séttlement sheets, and certified accounts of production and sale or
other disposition of production. o

(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 fromf 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 (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 (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 (11%) 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 paymeént of its perceﬁtage 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
recorgs 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.

(i) 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.

(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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