IMPLEMENTATION PLAN
for
BOLIVIAN MINERALS EXPLORATION FUND

by

Harold Kirkemo
U. S. Geological Survey

The project report series presents information resulting from
various kinds of scientific, technical, or administrative studies.
Reports may be preliminary in scope, provide interim results in

advance of publication, or may be final documents.



CONTENTS

ABSTRACT .. .. ittt iinetniiornennenans

INTRODUCTION ... v vivvinnennvonannas ..

Acknowledgements.........coeviennn
Geology....... e Ce e

Bolivia's mineral resource position........
Exports........... C ettt e s
Production and exports........cceueueveerncnocnss ceen

BOLIVIAN MINING ENTERPRISES......... ..t iiiiiiiiiiiienans

Large Mining subsector....... e
Medium Mining subsector..........
Small Mining subsector...........

Productivity levels........iiiiiiiiiiiininnrnnnennns .

EXPLORATION SITUATION.........convun

Rules and regulations for prospecting, exploration,

mining, and treatment...........

Contracting firms in Bolivia......... Ceeee
Private sector............ et e

Public S@CEOT ... vt vrnrrennnnenonnnanns .
Prefeasibility project........... et

DN .
. R
....... .
e s s e e .

PROGRAMS IN OTHER COUNTRIES OFFERING ASSISTANCE FOR

MINERALS EXPLORATION.......itivivnnnnnns .
L0 15 - e - N
Prospecting and Mining School......... e ceens

Northern Mineral Exploration Assistance Program...
Yukon and Northwest

Prospector's Assistance Act,
Territories.....oeveeeeeenn.

---------

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

Quebec Mining Exploration Company (SOQUEM) ........
Northern Roads Network program........

Tote trails.......ccv....

Initial access roads...

Permanent access roads....

Resource airports...........
Exploratory airports.
Preproduction airports.

oooooooooo

............

21
28
32
39

42

42
46
46
48
48

51

51
52
52

53
54
57
57
57
58
58
58
58



PROGRAMS IN OTHER COUNTRIES OFFERING ASSISTANCE FOR

MINERALS EXPLORATION (cont'd.) «++eevevnnnnn ettt 58
Great Britain, Mineral Exploration and Investment
Grants Act 1972.. ...... Ceeerr e et 58
Japan, Metallic Minerals Exploratlon Agency.....eecn0. 60
United Nations Development Programme Revolving Fund
for Natural Resources Exploration............ccovvvvuns . 62
United SEAbPS......itiiirerrioenosnoosansonensnonnssans 66
Mineral exploration loan programs.......... Ceeeen 66
Uranium program..... e et e 70
Access roads programs......... et eee e Ceenee 70
COMMENTS............. e e et e e 71
RECOMMENDED EXPLORATION PLAN FOR BOLIVIA....... Cereessenanes 72
National Minerals Exploration Fund......... Ceen e 73
Aid to prospectors......... teteessenaeteceninns con 77
Technical a88istance.........ccoevuvuuons e 78
Loans to enterprises in the Medium Mining
subsector........... e . Ceeee e e 79
Financing Pxploratlon in the Small Mining
subsector..... ettt i e s N “on 82
Loans to COMIBOL..........c000us e s . 83
Environmental considerations............ Ceree e 84
REFERENCES . . vttt ittt ienonsneesonnsosossnsasosnseonsnsns 85-86

ii



APPENDIX A,

LIST OF APPENDICES

Memorandum of Understanding between Ministry of Mines

and Metallurgy (Bolivia) and Department of the Interior,
Geological Survey, United States of America, and

Project Implementation Plan No. BOL-1l...........ciuveinnne
Code Of MINEB..vuureeieisonsnsonsssenesonnns Cetietenansens

Prospectors' Assistance Act, British Columbia, Canada.....

Northern Roads Network Program - Yukon and Northwest
Territories, Cana8daA........coeeeeennneeooesonoetnansonsnnn .

Resource Airports in the Yukon and Northwest Territories,
Canada........ovvvveunnn et e et

Public Law 85-701, Title 30-~Regulations, sample
contracts, cost estimate forms - Office of Minerals

Exploration program, U.S. Geological Survey...v.vevvueeess

Northern Mineral Exploration Assistance Program, Yukon
and Northwest Territories, Canada.......eevviveneavenenons

Financial assistance program for mineral exploration in
Great Britaif....ieesieeenessosssoseraosossennssasssnnnsss

Metallic Minerals Exploration Agency of Japan.............

Charter of the Quebec Mining Exploration Company,
Canada.........eo0nvunn C e e ete e

United Nations Revolving Fund for Natural Resources
Development ......... ettt e et e

Production of minerals by COMIBOL, 1952-1975 (two tables)
Executive Decree 14549, April 26, 1977, establishing

National Mine Exploration Fund (translation of Fondo
Nacional de Exploracidn Minera)........ceeeeeeeeneenseenss

iii

Page

85
102

143

147

150

152

187

190

204
216
220

235-236

237



TABLES

Page
Table 1. Principal metallic mineral exports, percent of
total export value, and Bolivia's ranking among
world producers in 1975.... .0t iiiiiinnrieinennnnnns 11
2. Value of Bolivian exports, 1950-1975............... . 12
3. Comparison of values of mineral exports by several
COUNETL@8 .t vt vsvurvnnronsosvronosonssoonssacesntsans 13
4, Mining taxes, 1973-1975, and budgeted for 1976...... 14
5. A-D. Bolivian mineral production and exports in
1973, 1974, and 1975, . i 0iiiiiinnsnnnnnansnnenans ves 16-19
6. Mineral export values 1971-1975..... 0000 ciivncinnns 20
7. Tin mining and marketing costs (COMIBOL)............ 23
8. Prospecting and exploration projects summary--
COMIBOL .. viseseeroonossersoosssensosesocososnssnnsas 24
9. Estimated reserves of selected materials in COMIBOL
properties in 1974...c0ivitiveerenrocnsvoencnnnnsses 27
10. Firms and enterprises in the Medium Mining subsector
and principal mineral products in 1976......00000ssn 42
11. Leading producers and percentage of total production
of mineral commodities in Medium Mining subsector,
F R Rl U T T 30
12. Production cost data, 1973-1975, Medium Mining
subsector....... i et erees et enns 12
13. No. of producers, quantity and grade of materials
sold to BAMIN agencies in 1974 in the Departments
of Potosi, Oruro, and La Paz by producers in the
Small Mining subsector............. Ceerasaaesaeraens 33
14. Number of sales of tin in 1974 by producers in the
Small Mining subsector to BAMIN agencies in the
Departments of La Paz, Oruro, and Potosi classified
by weight categories.......covevevvinvvsrrcnonnesnnans . 34

iv



TABLES

Page
Table 15. Tin content of sales in 1974 to BAMIN agencies in
the Departments of La Paz, Oruro, and Potosi
classified by weight categories......ovivuvevsoeernan 35
16. No. of small mines in six Departments listed by
types of minerals produced.....cvoviveiienernnesacnans 36-37
17. Number of known mines, producers, and inactive
mines in La Paz and Potosi Departments (tin only).... 38
18. A. Estimated costs of production, Small Mining
subsector, 1975. ..ttt rerionrncirerentronns 38
B. Estimated cost of underground workings, Small
Mining subsector, 1975......0iititierinnnnnrnness 39
19, Estimation of ore production by Medium and Small
Mining subsectors....vvvvierresnsecasssncrscsssnanns 39-40
20. Average production of mine ore per worker, surface
and underground....cvieiiieninsiinrsiirianntsarrranns 40
21. Average production of mine ore per worker,
UNdergrouUNd...ussstviorsronessosssosssssssosssonanssos 41
22. Productivity levels in mines in the United States.... 42
23. Bolivian contracting firms offering mineral
exploration services............... P PPN 47
24, Initial prefeasibility study areas.......ccouevveieases 49
25. Distribution of grant funds for prefeasibility
BEUAI@B . vt e onnntnntsenesratoenorosncsnssonsonsnans 50
26. Forecast of UNDP Revolving Fund operations assuming
$30 million annual value of mine production.......... 64
27, Statistical summary of DMEA and OME programs through
June 30, 1976...c0vvviivirannnns chh i s e 69



Figure 1.
2.

3.

FIGURES

Physiographic units and Departments........ocvvseess
Principal mineral belts or zomes............ Ceerenas

Annual production by leading tin-producing

countries, 1970-76, exclusive of The People's
Republic of China and the U.S.S.R., and annual
average pricCe.....ecieevecans Cereer e

Value of Bolivian exports, 1950-1975.....c0cvvuuanns
Localization of prospection and exploration
programs in the Large Mining Subsector (COMIBOL),
1969-1980 ..ttt iirinenioneseinnnsnssroneesessasnasnnns

Areas of fiscal reserves......ccovevecvencesvossones

Flow chart of actions from application to
CONETACL .t 1o tsnevoonsunnnrossssnoonssnssnoscnnsasnas

)
Flow chart of actions from start to completion of
an exploration CONLraCt....iveirensessserssossnnsons

vi

10

13

25

44

80

81



IMPLEMENTATION PLAN
for
BOLIVIAN MINERALS EXPLORATION FUND

by

Harold Kirkemo
U. S. Geological Survey

ABSTRACT

Bolivia ranks second among world producers of tin and antimony, and
first in bismuth production, Mineral exports in 1975 were valued at $314.2
million, nearly 60 percent of the value of all exports, and petroleum
product exports totalled nearly $157 million, or 30 percent of the total.
Tin accounted for 58 percent of the total value of metallic mineral exports.
The central government derived about 19 percent of its total tax revenues in
1975 from the mining sector.

The mining sector consists of the large, medium, and small mining sub-
sectors, a classification established by the government. Individual operations
are referred to as large, medium, or small depending upon the subsector into
which they are classified. All large mining enterprises are owned and operated
by a government corporation, COMIBOL; the medium and small operations are
privately owned. COMIBOL's exports in 1975 were valued at $171.8 million or
70 percent of the total mineral exports; the medium mines accounted for $55.5
million or 23 percent, and the small mines for $17.5 million or 7 percent of
the total.

The combination of high operating costs, low productivity, inadequate ore
reserves, and insufficient risk capital for exploration and development has led
to the realization that there is an urgent need to improve the situation for
mining in Bolivia. Proposals are being studied to revise the tax code, a
program is underway to evaluate selected mineral deposits for possible explora-
tion and development, and programs are under consideration to encourage minerals
exploration.

A minerals exploration plan is proposed which would offer technical and
financial aid to various segments in the minerals field. A program, estimated
to cost between $2 million and $2.5 million annually, and to be operated by a
new agency in the Ministry of Mining and Metallurgy, is outlined.



INTRODUCTION

A study project to develop a Mineral Exploration Fund plan to promote
development of Bolivian mining was undertaken by the U.S. Geologic4l Survey
(USGS) under terms of a Memorandum of Understanding between the Bolivian
Ministry of Mining and Metallurgy and the USGS executed on April 25, 1975.

The Memorandum included as an amendment Project Implementation Plan No.

BOL-1 (referred to as P.I.P. No. BOL-1; copy in Appendix). The term of the
Memorandum was 60 months, and the initial period of P.I.P. No. BOL-1 was

12 months, The time limit was extended by mutual agreement to October 25, 1976,
and finally to April 25, 1977.

P.1.P. No. BOL-l was established to help define operating procedures,
institutional arrangements, and staffing requirements for a proposed Mineral
Exploration Fund (Fund). Through financial and technical assistance provided
by the Fund, indigenous mine operators would be encouraged to explore, appraise,
develop, and exploit mineral deposits for the purpose of expanding the mineral
economy of Bolivia. Financial support for the Fund would be arranged with one
or more international financial institutions such as the International Bank for
Reconstruction and Development (IBRD) or World Bank.

The U.S. Geological Survey specialist, Harold Kirkemo, assigned to work on
P.I.P. No. BOL-1, visited Bolivia, July 15-31, 1975, and March 29- April 2, 1976
to:

a) review the current mining and exploration situation and practices of
the mining sector,

b) evaluate the need to stimulate and expand mineral resource exploration,

¢) evaluate Bolivian capabilities in terms of trained personnel, private
companies, equipment and finances,

d) consider means by which exploration could be stimulated and expanded, and,

e) formulate, with Bolivian officials, a general plan and recommendations
for implementing the Fund.

Data, forms, and drafts of portions of a report on a proposed mineral ex-
ploration fund were sent to Bolivian officials over a period of months following
the first visit to La Paz. These included cost estimate forms, contract forms,
and data on exploration programs in the United States and other countries.

Information on the Bolivian mining sector was provided by Bolivian officials
during the same period, particularly in September, October, and November 1976.

During the period January 18 through February 8, 1977, Dr. Jaime Villalobos, ¢
project officer for the Minerals Exploration Fund, visited the USGS National Center



in Reston, Virginia, and reviewed with the USGS specialist the draft report
for P.I.P. No. BOL-1 and the two-volume report on a proposed Bolivian Minerals
Exploration Fund prepared by the Project Officer in December 1976 for the
Ministry. (This report was the basis for creating a National Mine Exploration
Fund on April 26, 1977, under Executive Decree 14549--see Appendix M). Their
joint memorandum prepared upon conclusion of this conference and dated
February 7, 1977, included the following conclusions and recommendations:

1. A sensitivity or simulation analysis is needed to test the capability
of a miner to repay the Fund, by means of royalty on production, its total
expenditures for exploration, to repay industrial loans for mill and pro-
duction equipment, to pay taxes on earnings, and to yield a profit. 1If the
USGS were to undertake this analysis, the Ministry would provide the
necessary data.

2. An Executive Summary Report would be prepared combining the important
features of draft reports by the Ministry and the USGS. This report would be
considered as the final report of P.I.P. No. BOL-1l and would be presented to
the Ministry and the World Bank.

3. The USGS would either furnish or arrange for two senior mining
geologists during a period of 2 or 3 months in the second half of 1977 to
examine vein-type mineral deposits in Bolivia, and to select the most favorable
prospects for exploration by the Fund.

4. The USGS would offer suggestions and comments on the Ministry's General
and Pilot plans for the Minerals Exploration Fund and forward the remarks to the
Ministry.

In response to or complying with these conclusions and recommendations the
following actions were taken:

The Under Secretary, Ministry of Mining and Metallurgy, La Paz, in a letter
to USGS dated March 4, 1977, advised that a sensitivity analysis would be made
in Bolivia using Bolivian personnel and equipment. Also, the Ministry would
consider P.I.P. No. BOL-1l to be concluded upon presentation of the Executive
Summary Report, and that the total cost would be the amount ($12,563) paid to
USGS on April 28, 1975. A statement of expenditures dated May 24, 1977, prepared
by the USGS showed total expenditures for P.I.P. No. BOL-1l to be $17,096.10.
(The balance of the account was offset by the support provided by the Ministry
in the joint study of the potassium~lithium brines and other investigations as
stated in a letter dated August 17, 1977, to the Under Secretary for Mining,
Ministry of Mining and Metallurgy, from John A. Reinemund, Chief, Office of
International Geology, USGS.)

An Executive Summary Report was transmitted to Dr. Villalobos and to
Mr. Robert McDowell, World Bank, on June 30, 1977. The Ministry did not
request USGS personnel for selecting exploration sites in the second half
of 1977.
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Suggestions and comments by USGS on the Ministry's report were forwarded
in April 1977 to Dr. Villalobos in three transmittals totalling 16 pages.

Following are some of the abbreviations, acronyms, titles, the currency
equivalent, weight, and measure equivalents used in this report.

Abbreviation or
acronym

Title

Amembassy
BAMIN
BISA

CBF

COBOEN

COMIBOL

ENAF or
ENAFBOL

GEOBOL
HIID
IBRD

IIMM

INSO

SIDERSA

UNDP

1 Bolivian peso

($b)

American Embassy--La Paz, Bolivia

Banco Minero de Bolivia (National Mining Bank)

Banco Industrial, S.A. (The Industrial Bank - Private)
Bolivian Development Corporation

Comision Boliviana de Energia Nuclear (Nuclear Energy
Commission)

Corporacion Minera de Bolivia (National Mining Corporation)

Empresa Nacional de Fundiciones
(National smelting and refining enterprise)

Servicio Geoldgico de Bolivia (Geological Survey of Bolivia)
Harvard Institute for International Development
International Bank for Reconstruction and Development (World Ba

Instituto de Investigaciones Minero-Metalurgicas
(National assaying, metallurgical testing, and research entity)

National Occupational Health Institute

Empresa Siderurgica Boliviana S.A. (Iron and Steel state-~
owned company)

United Nations Development Programme

Currency equivalent

U.s. $0.05



Weight and measure equivalents

1 kilogram (kg) 2.2046 lbs.

1 metric ton (mt) 2,204.6 (rounded to 2,205) lbs.
= 1.102 short tons = 1,000 kg

1 long ton 2,240 1bs.

1 centimeter (CM) 0.39 inch

1 meter (m) 39.37 inches
1 kilometer (km) 1,000 meters

1 hectare 10,000 square meters = 2.47 acres
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Geologx

The Andean region of Bolivia, included in physiographic units 1l-4 in
figure 1, is underlain by rock units or structures whose trends generally re-
flect the coastlines of Chile and Peru. North-trending structures extend from
Chile and Argentina into Bolivia to the general vicinity of Potosi, Sucre, and
Santa Cruz, and continue on & north-westerly course (N.50-60° W.) into Peru.
Mineral belts in the region roughly parallel these trends (fig. 2), but are
modified by local structural or depositional controls.

East of the Andean region is the lowland area of the Amazon basin which
is flanked on the east by the Precambrian shield area of western Brazil, and
on the southeast by Paleozoic and Mesozoic rocks. Ages and dominant rock types
in the physiographic units of Bolivia are as follows:1/

1/ servicio Geologico de Bolivia, 1968.



BOLIVIA

RILOMETROD
70* [ o w L
T T T T T

" BENI- Department
Trinidad— Capital of Department
Physiographic Units

Cordillera Occidental Andina
Altiplano

Cordillera Oriental

Faja Subandina

Llanura Chaco-Beniana
Escudo Brasilero
Serranias Orientales

1.
2.
3.
4.
5.
6.

.

r0° (334 "

Adapted from Servicio Geologico de Bolivia, GEOBOL, 1968.

gl —

Figure 1 .--Physiographic units and Departments
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Figure

2.--Principal mineral belts or zones
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Physiographic unit Age and rock type

Cordillera Occidental Andina Quaternary and Tertiary volcanics
Altiplano Tertiary continental sediments

Cordillera Oriental Mainly Ordovician, Silurian, Devonian shale
and sandstone. Other Paleozoic and Mesozoic
formations and Tertiary volcanics also
present, as are granitic batholiths,
particularly in the tin-tungsten mineral belt

Faja Subandina Miocene-Pliocene sandstone and conglomerate
Llanura Chaco-Beniana Quaternary fluvial and residual material
Escudo Brasilero Precambrian crystalline and metamorphic rocks
Serranias Orientales Paleog@ic and Mesozoic sedimentary and -

metamorphic rocks

The mineral belts or zones are identified by GEOBOL by the major mineral
or minerals present in ore deposits within these areas. Different boundaries
and designations for the belts and zones have been described by other investi-
gators, but everyone recognizes that the deposits generally occur as veins
within batholiths and in altered rocks of contact zones bordering these
igneous bodies; or in similar settings associated with igneous stocks or
volcanic rocks (the so-called 'subvolcanic deposits').

The mineral belts and zones represent a small fraction of the total area
of Bolivia, but they constitute significant areas of the Altiplano and Cor-
dillera Oriental physiographic units.

The mineral production of Bolivia to date has been derived from relatively
few deposits, many of which have been known for years. Thirty to 40 percent
of the country has been prospected only by reconnaissance-type surveys. Modern
geologic techniques and methods have been used on a few of the most promising
areas in the mineral belts, and are being used in the concession areas granted
to various investigative teams now working in Bolivia. The outlook for many
important mineral discoveries is favorable, considering that the mineral belts
have not been adequately prospected or explored, and that large areas outside
the belts offer promising geologic conditions for prospecting and exploration.

Bolivia's mineral resource position

Exports

Bolivia is a leading producer and important future supplier of tin, and an
important producer of bismuth, antimony, and tungsten. The country ranks second



Tin content

among world producers of tin, exclusive of The People's Republic of China
and the U.S.S.R., as indicated infigure 3. Total tin reserves are es-
timated to rank third among the same producing countries. Tin mining has
dominated the Bolivian minerals sector since the early 1900's, and will
continue to do so in the foreseeable future. Bolivia is a member of the
International Tin Council and a signatory to and producer participant in
the Fifth International Tin Agreement which became effective July 1, 1977.

40
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g .2 Indones| 8 oE
g% : —_—— S g
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o L Meerig=" 1 0
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Sources: USBM Minerals Yearbooks 1972, 1974
Commodity Data Summaries 1976, 1977

Figure 3.--Annual production by leading tin-producing countries, 1970-76,
exclusive of The People's Republic of China and the U.S.S.R.,
and annual average price.

The dependence of Bolivia on tin exports for the major share of foreign
exchange egrnings from metallic wineral exports, the leading mineral commodi-
ties contributing to Bolivia's export trade, and Bolivia's position among
world producers of selected commodities are shown in table 1.
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Table 1.--Principal metallic mineral exports, percent of total
export value, and Balivia's vanking among world
producers in 1975,

Percent of total
value of meta1117 Ranking among

Commodity mineral exportsl world producers
Tin 58 2
Zinc 13 *
Silver 9 9
Tungsten 7 6
Antimony 5 2
Copper 2 *
Bismuth 2 1
Lead 2 *

* Not ranked among ten leading producers.

1/ Source: Miﬁisterio de Mineria y Metalargia, 1976.

The total value of Bolivian exports and the relative share attributed to
minerals, petroleum products, agricultural and other products in the period
1950 through 1975, are shown in table 2. 1In the past quarter century, minerals
and petroleum products accounted for 86 to nearly 100 percent of the total value
of exports, with non~fuel minerals accounting for 77 to over 99 percent of the
total annual values in the period 1950 through 1972. Exports of agricultural
and other products averaged about 5 percent of the total value in the same
period of time. Although rising metal prices more than doubled the value of
mineral exports between 1972 and 1974, the share of the total represented by
the minerals sector dropped to about 60 percent in 1974 and 1975, mainly as a
result of the increase in the export value of petroleum products. The fuels
sector has gained in importance since the late 1960's, and accounted for
nearly 30 percent of the total value of Bolivia's export trade in 1974 and
1975, as indicated in figure 4.

Comparisons of values of mineral exports by several countries indicate
that the value of Bolivian mineral exports per capita is not large, and the

11
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Figure 4.--Value of Bolivian exports, 1950-1975

value of mineral exports per square kilometer of land area is small, but
the nation is very dependent upon the mining sector for export earnings
as shown in table 3.

Table 3 .--Comparison of values of mineral exports by several countries

Per capita Value of
Per capita mineral exports mineral exports
value of share of per square
Per capita mineral per capita kilometer
Country GNP exports GNP of land area
(us$) (US$) (percent) (Us$)
1973
BOLIVIA 203 42.29 20.8 204
Chile 752 117.24 15.6 1,569
Philippines 214 7.81 3.7 1,049
1974
BOLIVIA 223 70.38 31.6 349
Chile 782 175.26 22.4 2,413
Philippines 230 11.27 4.9 1,560

Adapted from: HIID, v. 1, Table 2-6, p. II-34.
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The importance to the central government of mining taxes for revenues
is shown below:

Table 4 .--Mining taxes, 1973-1975, and budgeted for 1976.

MINING TAXES
(In millions of $b)

1973 1974 1975 1976

ACTUAL ACTUAL ACTUAL BUDGETED

A. Taxes on mines in:

Private sector 433.3 371.4 199.6 200.0
Public sector 45.0 303.6 225.6 428.0
Total 478.3 675.0 425,2 628.0

B. Special Export Tax 452.2 800.1 622.2 340.0
C. Total 930.5 1,475.1 1,047.4 968.0

Central Government
Revenues 2,424.5 4,840.3 5,581.4 6,810.0

Mining Taxes as
% of total revenues 38.4 30.5 18,8 14.2

Source: Amembassy La Paz, 1975, p. 7.

Although important for foreign exchange earnings, tax revenues, and
expenditures in the domestic markets, the mining sector accounts for only
about 11 to 12 percent of Bolivia's gross national product, and at most,
employs 3 percent (between 60,000 and 75,000 workers) of the nation's force.
The report by HIID, however, emphasized that the impact of the mining sector
is very significant in four levels of the national economy:

1) domestic markets through expenditures for labor, materials, and
transportation services,

2) export markets for foreign exchange earnings as mentioned previously,

3) principal base for tax revenues to the Central Government, and,

4) impact on Central Government management of bank credit and/or money
supply by cyclical fluctuations in revenues from the mining sector and in

export-import taxes.
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Detailed analyses of these impacts, presented in volume I, Chapter III,
of the HIID report, show that a strong mining sector is needed to help
support the Bolivian economy.

Production and exports

Data on production and exports in 1973, 1974, and 1975 by the three
subsectors of the mining industry in Bolivia are shown in table 5, A and B.
Data on fuel exports and totals for the mineral industry in the same period
are shown in table 5, C and D. Production statistics are not available for
all products listed, so export data must be relied upon in comparisons of
relative values of individual commodities or groups of commodities. In an
economy where domestic consumption of minerals is small, probably not
exceeding 2 to 3 percent of production, exports may be expected to more
nearly equal production than the data indicate. The differences probably
are due to various factors such as export quotas established by the Inter-
national Tin Agreement; sales to domestic smelters, refineries or BAMIN;
and, where exports exceed production, sale of inventories accumulated from
previous years' production.

These tables show the dominance of tin in Bolivia's nonfuel mineral
export trade, and the relatively minor share of values attributed to other
metallic mineral products. The small impact of nonmetallic mineral commodi-
ties on the total value of exports is not surprising considering the generally
low value and bulk nature of the nonmetallics listed. However, their impor-
tance to the economy of the country may increase as domestic industry expands,
and especially so if more valuable nonmetallic mineral commodities are found
and developed. Recent press reports of the discovery of important deposits of
lithium in southern Bolivia suggest the possibility for developing a new
mineral enterprise.

The importance of fuels to the mineral economy of the country has been
noted earlier. Data in table 5 show that tin and fuels accounted for 40
and 31 percent, respectively, of the total value of mineral exports in the
period 1973-1975.

BOLIVIAN MINING ENTERPRISES

Bolivian mining enterprises are classified by the government into three
groups——the large mining subsector, the medium mining subsector, and the small
mining subsector. All enterprises in the large mining subsector are owned and
operated by the government. The medium and small mining subsectors include
all operations in the private sector. A new group identified as "mining
cooperatives"” is included in the Small Mining subsector for reporting purposes.
Another group designated as ''Other exporters'" is considered to be in the medium
mining subsector, although official export statistics for “other exporters"
are reported separately,
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The following table shows the gross value and share, in percent, of
mineral exports, exclusive of petroleum and natural gas, by mining sub-
sectors, '"Other exporters," and smelters in the period 1971-1975,

Table 6 .--Mineral export values 1971-1975. (Values in
millions of U.S. dollars) .

Mining 1971 1972 1973 1974 1975
subsector Value Z Value Z Value 2 Value 2 k Value 4
L?Zgﬁlgézis 91.3 62.3 93.1 64.2 114.7 64.4 196.4 64.4 171.8 70.2
Medium mines 32.8 22.4 31.5 21.7 44.9 25.2 70.8 2322 55.5 22.7
Small mines
(BAMIN) 22.5 15.3 20.5 14.1 18.6 10.4 37.6 12.4 17.5 7.1
Sub-totals 146.6 100.0 145.1 100.0 178.2 100.0 304.8 100.0 244.8 100.0
Smelters 23.9 -- 24,7 —- 36.2 -- 66.8 - 57.8 --
Other exporters 2.8 -- 4,3 -- 11.4 -~ 15.7 -- 10.6 --
Totals 173.3 -- 174.1 --  2258% —-  387.3 -- 313.2% --

Source: Ministerio de Mineria y Metalurgia, 1976, pages 114, 118, 122,
128, 131, and 132,

* Totals are not in agreement with data on page 132 in source report, which
shows 225.9 million and 314.2 million for 1973 and 1975, respectively.

Enterprises in the public sector are the dominant entities in the mineral
economy of Bolivia. The Ministry of Mining and Metallurgy is responsible for
COMIBOL, the corporation operating the largest mines in the nation, and for
SIDERSA which is charged with establishing an integrated steel industry and
for developing and operating the iron and manganese deposits of Bolivia. The
mining bank, Banco Minero (BAMIN), a dependent institution of the Ministry,
extends loans, offers technical and marketing assistance, and operates ore
and concentrate purchase depots established in La Paz, Oruro, Potosi, Tupiza,
’gochabamba, Tipuani, and Uyuni.

IIMM, the Mining and Metallurgical Institute, located in Oruro, is a
public institution, also under the Ministry, which is responsible for research
on mineral concentration, mining planning, smelting, refining, and technical
services such as laboratory analysis.
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Other institutions in the public sector having an influence on the
mineral economy of the country are:

The Central Bank which operates as the central national bank of Bolivia.
COBOEN--an organization to negotiate exploration and exploitation con-
tracts for developing Bolivia's uranium and other radioactive mineral

resources.

CBF, the Bolivian Development Corporation, which is guthorized to
enter into equity positions in large enterprises, including mining.

INSO, the National Occupational Health Institute, which is concerned
with occupational diseases in all sectors, including mining.

Universities in Oruro, Potosi, and La Paz, which offer curricula in
geology, mining and metallurgical engineering.

Large mining subsector

The large mining subsector includes the properties that were operated
by the Patino, Aramayo, and Hochschild interests prior to nationalization
under D.S. 3223 of October 31, 1952 (raised to status of law by the Law
of October 29, 1956), and other mines which have been nationalized since
then. These properties now are owned and operated by the State entity,
[Corporacion Minera de Bolivia (COMIBOL), which was created by D.S. 3196
“of October 2, 1952, and is managed by the Ministry of Mining and Metallurgy.
The corporation also operates two metallurgical units--the National Smelting
Corporation's (ENAF) high~grade tin smelter in Vinto near Oruro and an anti-
mony smelter adjacent to the tin smelter. A smelter for treating low-grade
tin is under construction adjacent to the high-grade tin smelter in Vinto.
The high~grade tin smelter has an annual capacity of 20,000 metric tons of
tin.

By 1980, it is planned that ENAF will have an annual capacity of 30,000
tons, sufficient to smelt about 80 percent of Bolivian tin concentrate pro-
duction expected by that time. ENAF also hopes that by 1980 almost all minerals
in the country will be processed 0'.a considerable extent in its smelters or
refineries. This would include facilities for processing tin, silver, lead,
bismuth, tungsten, zinc, copper and antimony.

The following 20 mining enterprises (Empresa Minera) operated by COMIBOL
were credited with mine production in 1975:

Bolivar Corocoro Oploca-Santa Ana
Bolsa Negra Huanuni Quechisla

Catavi Japo Santa Fe
Caracoles Matilde San Jose
Chroloque Morococala Tasna
Colquechaca Ocuri Unificada
Colquiri Viloco

Source: COMIBOL, 1976, Produccion de Minerales de la Corporacion Minera
de Bolivia de Los Afios 1952 - 1976 en Peso Fino (kilos).
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Tin is the principal product from 17 mines. Copper is the main product
from Corocoro and zinc is the main product from the Matilde enterprise.
Properties under COMIBOL's jurisdiction are situated in 58 separate mining
districts at altitudes ranging from about 3,000 meters to above 5,000 meters.

COMIBOL accounted for about 70 percent of the total value of Bolivian
mineral exports in 1975 (see table 6) and was responsible in 1973-1975 for
53 percent, by weight, of total tin exports, 72 percent of lead, 71 percent
of zinc, and 65 percent of bismuth exports (see table 5). About 53 percent
of the total mining tax revenues to the central government in 1975 were
paid by COMIBOL. About one-fourth of COMIBOL's total production comes from
cooperatives, private miners, repurchases of stolen ore, and mines leased
to private firms and cooperatives. At year-end 1975, assets were about
$274 million, and long-term liabilities and reserves totalled $80.2 million,
Mineral sales in 1975 totalled about $212.5 million, production and marketing
costs were $216.9 million, mine operating loss was $4.4 million, and net loss
was $10.7 million. On December 31, 1975, COMIBOL's employees totalled 25,573
compared to 24,556 & year earlier. (Ministerio de Mineria y Metalurgia, 1976,
p. 34.)

In 1975, the work force was distributed about as follows--37 percent
on the surface, 36 percent underground, 15 percent in zinc plants, and
12 percent in health and education activities. (Amembassy La Paz, 1976,
p. 17.)

COMIBOL's metallic mineral production in the years 1952 through 1975 is
shown in Appendix L. Four enterprises--Catavi, Colquiri, Huanuni and Unificada~--
accounted for 74 percent of the total tin produced by COMIBOL during the first
24 years of operation. The Catavi enterprise alone accounted for nearly 32
percent of the total for COMIBOL, and about 43 percent of the production by
the four leading producers.

In the period 1973-1975, Catavi's production slightly exceeded the total
production of the Medium Mining subsector, and exceeded by 63 percent the
total output of the Small Mining subsector in the same period.

COMIBOL's costs for mining and marketing tin in the 6 years, 1971 through
1976, were summarized as follows in Industrial OQutlook Reports:
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Table 7 .--Tin Mining and Marketing Costs (US$/1b)

Mining  Export 1/ Total cost Aver. tin
Year cost taxes Royalties HTIS— on market price (LME)

1971 1.10  0.14 0.00 0.31 1.55 1.59
1972 1.03  0.18 0.08 0.35 1.64 1.71
1973 1.05  0.37 0.23 0.48 2.13 2.18
1974  1.60  0.24 0.81 0.59 3.24 3.71
1975 1.59  0.21 0.55 0.67 3.02%/ 3.11
1976  2.02 0.28 0.72 0.78 3.803/ 3.40

1/ Handling, Transport, Insurance, Smelting

2/ Ministerio de Minera y Metalurgia, July 1976, Informe No. 3, and
Amembassy 1977, p. 10, reports $3.03 per pound.

3/ costs are provisional and subject to modifications. A special study
by the Ministry for the International Tin Council reports production

cost of tin metal to be $3.59 per pound. (Metals Week, May 2, 1977).

Sources: Amembassy 1976, p. 11, and Amembassy 1977, p. 10.

Available reports on COMIBOL operations do not identify specific or
general exploration projects such as diamond drilling, crosscutting, explora-
tory drifting and raising at its major properties for the purpose of developing
additional reserves of ore. It is assumed that this type of work is in pro-
gress and that geological mapping and sampling is performed on a regular
basis by a resident staff at each operating mine to determine exploration
targets. Such projects would be logical successor projects to the dis-
coveries made by the recently completed 2,100 meter crosscut at the
Caracoles mine, announced by COMIBOL on February 19, 1975. This crosscut
intersected 16 tin~bearing veins and is reported to have cost about $960,000.
Exploratory drifts and raises on the promising structures in this crosscut
to determine lateral and vertical extent of the veins, and the grade and
potential tommage of ore should receive priority attention in order to either
extend the life of existing mines or to develop new mines.

In its plans for exploration at the Caracoles mine in the period 1975-
1979, COMIBOL indicates a 4-year prefeasibility study at a cost of $103,000.
Continued studies of this nature are necessary and should be on-going at all
major operating mines, but additional effort and funds should be dedicated
to "Proving-out'" discoveries made by prefeasibility and feasibility studies.
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A report that COMIBOL in April 1975 undertook another crosscut of
1,472 meters at the Caracoles mine suggests that a viable exploration
program is continuing here; however, the project is not included in the
list of exploration projects. On the basis of the cost to complete the
2,100 meter crosscut discussed above, the second crosscut will require an
expenditure of at least $675,000, an amount nearly $100,000 greater than
the combined projected funding for the eight exploration projects planned
by COMIBOL.

A Five-Year Development Plan for the period 1975-1980, under the
guidance of the Ministry of Mining and Metallurgy, includes 47 prospecting
and exploration projects (COMIBOL, 39 projects; GEOBOL, 5 projects; and
COBOEN, 3 projects) at a total estimated cost of $6.17 million. Most
of COMIBOL's projects are mining exploration projects presumably located
in its mines or within the 5-kilometer wide belt (Fiscal Reserve) around
each property. Detailed surface and geological investigations and diamond
drilling are programmed, but details of individual projects are not available.
Whether the projects scheduled from mid-1976 in the following list or shown
in figure 5 are included in the Development Plan is not known.

Table 8 .--Prospecting and exploration projects summary--COMIBOL

gzzgeZi 1968 to Mid-1976 Mid-1976 to completion Total cost
Cost No. Cost No. of projects
Prospecting $870,800 3 $325,400 3 $1,196,200
Exploration 1,434,200 11 580,400 8 2,014,600
Total $2,305,000 14 $905,800 11 $3,210,8001/

1/ Funded by COMIBOL except for $100,100 expended by Dowa Mining Co.
at Minera Bolivar project.

The technical staff employed in July 1976 by the Geological Exploration
Department, COMIBOL, and personnel available on a consulting basis from
agencies and departments of the Government included about 46 personnel. The
staff included geologists and geological engineers (36), geophysicist (1),
geochemist (1), mining engineers (2), photo-geologist (1), and topographers (5).
Experience listed for these individuals ranged from 1 1/2 to 28 years and
averaged 8.2 years.

The Geological Exploration Department in mid-1976 possessed about a dozen

field vehicles, 7 hammer drill units, a dozen units of geophysical equipment,
and three optical instruments. In addition, COMIBOL has engaged two private
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concerns, Dowa Mines Co., and Golder Associates, for geological and geo-
physical research and diamond drilling. Three Government agencies are
available for mineralogical and metallurgical work.

The corporation recognizes the need to replace the hammer drill units,
and to obtain 5 diamond drill units, a dozen light vehicles and trucks,
field instruments, and additional equipment for analytical and research
laboratories. Also needed are technical advisors specializing in geophysics,
geochemistry, and geological appraisals.

COMIBOL seeks risk capital from domestic and foreign institutions to
support its requirements for additional equipment and technical advisory
services,

Two types of reserves are reported by COMIBOL--underground and surface.
Underground reserves include material which has not been mined. Surface
'reserves' include material in mine dumps, mill tailings, and other accumu-
lations from the processing of previously mined rock. It is uncertain from
the information on hand which type of reserve may include material in
laterites or placers. Though surface 'reserves' are a valuable source of
minerals, their exploitation is primarily a metallurgical problem, not a
geological problem.

Published estimates by COMIBOL (1975) of reserves of selected materials
report totals to the closest ton. Facts seldom are available to warrant this
degree of accuracy.

Another summary of COMIBOL reserves in 1974, presumably based on data
obtained from COMIBOL show different quantities and grades than COMIBOL pub-
lished, as table 9 illustrates.

Available information offers little evidence to evaluate the ore reserve
situation in the large mining subsector. Conflicting data on reserves in a
single year as noted above, uneconomic grade (lead 2.7% in 1974), and listing
exact quantities where facts do not warrant, suggest that a realistic appraisal
is needed. The general opinion of those concerned with the problem is that
discovery and development of additional reserves is a prime necessity if the
mining sector is to remain an important segment of the economy.

The private sector includes all enterprises in the medium and small
mining subsectors, the mining cooperatives, and Banco Industrial (BISA), a
private development bank that provides financing in the private industrial
sector.
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Medium Mining subsector

In recent years, the medium mining subsector has included 27 to 34
(1976) private companies, of which 2 are controlled by foreign interests,
and 4 or 5 others have some participation interest by foreign firms.

Medium mining enterprises must meet the provisions of D.S. 05674 of
December 30, 1960, which requires a paid-in capital of not less than

U.S. $100,000, and a minimum monthly production of 5.5 metric tons of

fine tin or tungsten; or 20 tons of antimony or zinc; or 15 tons of

lead or simple copper; or 10 tons of copper in complexes; or 500 kilo-
grams of silver.l/ The subsector is considered to be the most dynamic

in the mining industry in responding to market changes and governmental
policies. The Association of Medium Miners, Asociacion Nacional de Mineros
Medianos, is a trade group representing companies in the subsector. Member
firms of the Association and their principal mineral products are listed in

table 10.

Table 10.-~Firms and enterprises in the Medium Mining subsector and

principal mineral products in 1976

Firm or enterprise

Atoroma Ltda.

Avicaya Ltda.

Barrosquira Ltda.

Berenguela Ltda.

Bernal Hnos.

Caballo Blanco Ltda.

Casado Hnos.

Canaviri

Cerro Grande Ltda.

Cebadillas Ltda.

Compaitia Explotadora de Minas Ltda. (CEM)
Compafiia Minera del Sur S.A. (COMSUR)
Churquini Enterprises, Inc.

"Don Vicente"

Empresa Minera Unificada S.A. (EMUSA)
Esmoraca Ltda.

Estalsa Boliviana Ltda.

Fabulosa Mines Consolidated

HORMET S.A.

International Mining Co.

Lequechico Ltda.

Nitto Bolivia Mining Co.

Empresa Minera Pabon

Santa Isabel Ltda.

San Jose de Berque

1/ Pan American Union, p. 22.
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Principal product

Tin

Tin

Tin

Tin

Antimony

Zinc, tin, silver
Antimony, copper, lead
Tin

Tin

Antimony

Tin

Tin, antimony, lead, zinc
Antimony

Tin

Antimony, tin

Bismuth, silver

Tin

Tin

Tin

Tin, wolfram

Tin, zinc, silver
Copper

Tin, copper, silver
Wolfram, antimony
Antimony, wolfram, lead, bismuth



Table 10.--Continued

Firm or enterprise Principal product

San Juan Ltda. , Antimony, copper, tin, lead, zinc
San Luis Ltda. Antimony, copper

Schiavi Industrial Minera (No products listed)

Semivi Ltda. Antimony

Soteca Ltda. Tin, copper

Suka Ltda. Tin

Tarumita Ltda. Antimony and others

Ursic, Orlandini y Cia. Ltda. Tin

Yana Mallcu Ltda. Tin

Sources: Asociacion Nacional de Mineras Medianos, (no date), p. 15.
Ministerio de Mineria y Metalurgia, 1976b, v. 1, p. 31.

The Medium Mining subsector accounted for 21 to over 25 percent of the
total value of exports by the mining sector in the period 1971-1975. Nearly
70 percent of the exports of antimony, over 50 percent of the tungsten, and
about 22 percent of the tin exports are credited to this subsector. Taxes in
1974 amounted to about 25 percent of the total paid by the mining sector to
the central government and represented about 8 percent of the total tax
revenues received by the government. Exports in 1975 were valued at about
U.S. $56 million.

The subsector employed about 7,500 persons annually in 1974 and 1975.
Nineteen of the 25 firms in the subsector in 1975 had fewer than 300 employees
and five had between 500 and 1,000 employees.,

Exploration activities in the medium mining subsector are restricted by
high operating costs, high taxes, and metal price fluctuations. The majority
of the companies conduct exploration work sufficient only to replace the ore
reserve mined each year. Some operators acquire small mines which offer good
possibilities for developing ore reserves rather than undertake projects on
their own properties. Other operators are reported to have invested funds in
enterprises such as construction and agriculture where chances for possible
profit are better than in mining. Three or four firms are involved in projects
to explore favorable structures and to develop new mines.
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Leading producers of elght mineral commodities produced in rhe
Medium Mining aubsector, and velative sahave af praduct ive in the vedia
1974, 1974, and 1979 dre shown beluw.

Table 11.--Leading producers and percentage of total production
of mineral commodities in Medium Mining subsector,

1973-1975 -

(See previous table for complete titles of companies)

Commodity

Tin

Antimony

Wolfram

Zinc
Copper
Lead
Silver

Bismuth

Complex minerals

Wolfram-tin
Lead-silver
Tin-silver

1973
CEM, 35%
Estalsa, 19%
Avicaya, 10%

EMUSA, 62%
Casado, 15%

San Jose, 100%

COMSUR, 99%
Nitto Bol., 99%
Casado, 92%

San Jose, 1007

Int. Min., 100%
San Jose, 1007

1974

Estalsa, 247
Ursic, 13%
Fabulosa, 12%

EMUSA, 72%
San Juan, 13%

Int. Min., 50%
San Jose, 25%

COMSUR, 98%
Nitto Bol., 97%

Casado, 92%

Int. Min., 100%

1975

Estalsa, 26%
Int. Min., 15%
Fabulosa, 11%

EMUSA, 767
San Juan, 11%

San Jose, 527
Int. Min., 477

COMSUR, 997%
Nitto Bol., 99%
Casado, 97%

EMUSA, 100%

Int. Min., 100%
San Jose, 1007

Canaviri, 100% Canaviri, 100%

Copper~silver Min. Pabon, 1007 - -

Sources: Ministerio de Mineria y Metalurgia, 1976, Informe No. 2, (3.1).

Ministerio de Mineria y Metalurgia, 1976, Estudio de Factibilidad
del Fondo Nacional de Exploracion Minera, v. 2, Table No. 2, p. 86
for 1975.
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Data on production costs in the Medium Mining subsector are incomplete.
Replies to questionaires requesting such information from producing com-
panies were more numerous from producers of tin as shown by the following
record. Overall, the data probably range from poor to excellent in rep-
resenting costs in the subsector. Data from a single producer may or may
not be representative of costs by other producers operating in similar
circumstances.

Table 12.--Production cost data, 1973-1975,
Medium Mining subsector

No. of producers Average cost
and no. (in parens) per

Mineral Period furnishing data Metric ton  Pound
Tin 1973- 1st half 19 (10) $2,679.49 $§1.21
2nd half 19 (7) 3,561.12 1.61

Annual average 3,075.44 1.39

1974~ 1st half 19 (7) 2,488.07 1.13

2nd half 19 (1) 5,978.56 2.71

Annual average 2,865.17 1.29

1975~ 1st half 19 (6) 6,657.52 3.02

2nd half 19 (5) 6,406.89 2.91

Annual average 6,568.09 2.98

Antimony 1973- 1st half 10 (3) 911.22 9.23
2nd half 10 (3) 1,055.94 10.70

Annual average 986.04 10.00

1974~ 1st half 19 (2) 1,659.37 16.82

1975- 1st half 10 (L) 1,011.43 10.26

2nd half 10 (1) 1,276.24 12.94

Annual average 1,173.71 11.90

Complex 1973~ 1st half 1 (D) 1,258.69 0.57
minerals 1974~ 1st half 1 (D) 1,400.73 0.63
Lead-silver 1973~ 1st half 1 (1) 203.24 0.092
2nd half 1 (1) 229.68 0.10
Annual average 216.29 0.098

1974~ 1st half 1 (1) 3,837.90 1.74

Wolfram—-tin 1975~ 1st half 1 (1) 5,334,02 2.42
2nd half 1 () 4,573.90 2.08

Annual average 4,888.06 2.22

Source: Ministerio de Mineria y Metalurgia, 1976, Informe No. 9
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Small Mining subsector

The Small Mining subsector in the past has included all private
mines not meeting the classification prescribed for the Medium Mining
subsector. A new mining subsector identified as Mining Cooperatives,
previously included in the Small Mining subsector, was formally recog-~
nized in June 1976, and legislation is being considered to establish
its legal responsibilities.

Exports, principally of tin and antimony, credited to the Small
Mining subsector in 1975 totalled about $17.5 million and represented
about 7 percent of the total value of Bolivia's mineral exports. About
90 percent of small mine output is sold to BAMIN and the remainder is
sold to foreign buyers. Cooperatives are obligated to sell to BAMIN or
COMIBOL although special arrangements can be made to sell copper and
sulphur to other buyers. Small miners indebeted to BAMIN are obliged to
settle their debts before selling their mineral production to other buyers,
and are free to export their minerals through and with the authorization
of BAMIN.

The number of small firms active each year varies with economic condi-
tions and in prosperous years has totalled nearly 4,300 firms, plus 100 to
120 firms in the “others" category. The number of workers employed by the
small mining firms ranges from 15,000 to 23,000.

The National Chamber of Mining (Camera National de Mineria) represents
the majority of the small mining firms in discussions and meetings with the
government and the public on problems of interest to the group. Likewise,
the Association of Cooperatives (Asociacion Nacional de Cooperatives Mineras)
represents the interests of the cooperative firms.

Production by the cooperatives in 1975 was valued at about $23 million,
and most of it was sold to COMIBOL. The Association of Cooperatives re-
ported that 97 cooperatives were active in six regions. Employees of the
cooperative associations number from 16,000 to nearly 23,000 persons.

Cooperatives normally lease from COMIBOL the properties they operate,
and because of the short time period of interest in the properties, they
are unable to obtain credit from banks. Their common mining practice is
to extract the better grade ore, thereby leaving marginal grade ore for
possible but improbable future exploitation.

Data on sales to BAMIN in 1974 by small mine operators in three

Departments are shown in the following tables. Data for 1975 were not
available for analysis.
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Table 13.,--No. of producers, quantity and grade of materials sold to
BAMIN agencies in 1974 in the Departments of Potosi, Oruro,
and La Paz by producers in the Small Mining subsector,

Dept. and Net Metal
material No. of producers ‘Sales content Grade %
(Metric tons)
Potosi
Tin 398 4,800 1,227 25,6
Antimony 151 1,987 1,172 59.0
Copper 48 1,637 371 22.7
Lead 73 1,748 1,193 68.2
Bismuth 35 50 8 16.0
Silver 53 310 284 91.6
Zinc 53 1,297 725 55.9
Jamesonite 2 3 2 66,7
Wolfram 11 3 2 66.7
Oruro
Tin 349 : 2,532 928 36.6
Antimony 105 1,066 605 56.8
Copper 59 549 118 21.5
Lead-silver 29 - 466 315 67.6
Bismuth 9 21 5 23.8
Silver 2 13 5 38.5
Zinc-silver 2 66 23 34.8
Wolfram 34 65 45 69.2
La Paz
Tin 317 1,507 655 43.5
(No data available for other products in the Department of La Paz)
Totals
(Tin only) 1,064 8,839 2,810 31.8

Source: Ministerio de Mineria y Metalurgia, written communication,
July 22, 1976, Report No. 2 (2.2)
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The following data account for 91 percent of total tin production

by the_Small Mining subsector in 1974, and probably represent the general
situation for the entire sector.

Table 14.--Number of sales of tin in 1974 by producers in the Small
Mining subsector to BAMIN agencies in the Departments of
La Paz, Oruro, and Potosi classified by weight categories.

Weight of individual sales Number of sales
(metric tons) Departments Total
Concentrates (neto) La Paz Oruro ©Potosi no. of sales %
Less than 5 261 268 270 799 75
5 - 10 29 35 47 111 10
10 - 20 14 24 28 66 6
20 - 40 6 8 23 37 3
40 - 60 2 4 13 19 2
60 - 80 3 5 2 10 1
80 - 100 0 0 5 5 1
+ 100 2 5 10 17 2
Totals 317 349 398 1,064 100

Tin content (fino)

Less than 5 295 313 342 950 89

5 - 10 12 17 23 52 5

10 - 20 4 8 19 31 3

20 - 40 4 8 11 23 2
40 - 60 1 1 2 4

60 - 80 0 1 0 1 -1
80 - 100 1 1 1 3 j

Totals 317 349 398 1,064 100
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Table 15.-~Tin content of sales in 1974 to HBAMIN agencies
in the Departwents of la Paz, Oruro, and Potosi
rlasaified by welpht catepories,

Tin content of sales in 1974 (metric tons)
Weight category, Departments Total
(metric tons,tin) La Paz Oruro Potosi Weight %

0-5 256 296 315 867 31
5- 10 70 124 163 357 13
10 - 20 56 106 240 400 14
20 - 40 132 206 317 653 23
40 - 60 44 41 97 182 7
60 - 80 -- 68  -- 68 2
80 - 100 -9 91 95 283 10
Totals 655 928 1,227 2,810 100

0f the 1,064 sales recorded, less than 50 were multiple sales by the
same producer. No producer made more than about 4 sales during the year,
and the cumulative production represented by multiple sales was not large
enough to seriously affect the distribution by weight categories.

These data indicate that:

1. Producers of less than five tons of tin annually accounted for 75
percent of the total number of Small Mine producers in the three Departments.

2. Producers of less than five tons annually accounted for 31 percenc
of the total tin contained in concentrates sold to BAMIN agencies in these
Departments. Also, producers of no more than 40 tons of tin contained in
concentrates accounted for 81 percent of the tin sold to BAMIN.

No ore reserve estimates are available for the small mining subsector.
Virtually no reserves are developed in advance of current operations because
of the economic necessity to mine ore and derive immediate income to offset
expenses; in other words, 'hand-to mouth' types of operations are commonplace.
However, opportunities likely exist in the small mines for discovering deposits
with good potential for significant reserves because of the large number of
properties which have not been explored.

GEOBOL has compiled information on 5,240 small mines and has classified
the data by types of minerals produced as the following table shows:1/
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Depar tment

Chuquisaca

Cochabamba

La Paz

Oruro

Potosi

Table 16 .--No. of small mines in six Departments

listed by types of minerals produced

No. of small mines

Single Complex mineral
Commodity mineral by main mineral Total
Tin 3 0 3
Ant imony 16 0 16
Copper 22 0 22
Bismuth 1 0 1
Zinc 8 11 19
Lead-zinc - 119 119
Total 50 130 180
Tin 24 0 24
Antimony 16 0 16
Copper 5 8 13
Tungsten 1 0 1
Zinc 0 1 1
Lead-~-
silver _0 41 41
Total 46 50 96
Tin 848 20 868
Antimony 159 8 167
Copper 153 144 297
Tungsten 332 2 334
Bismuth 11 0 11
Zinc 4 1 5
Lead-
silver it 184 184
Total 1,507 359 1,866
Tin 210 17 227
Antimony 78 16 94
Copper 55 44 99
Tungsten 33 7 40
Bismuth 0 1 1
Lead-
silver 0 28 28
Total 376 113 489
Tin 1,056 60 1,116
Antimony 483 31 514
Copper 283 21 304
Tungsten 52 8 60
Bismuth 33 23 56
Zinc 21 34 55
Lead-
silver - 496 496
Total 1,928 673 2,601



Table 1¢.--Continued

No. of small mines

Single Complex mineral
Department Commodity mineral by main mineral Total
Tarija Copper 1 0 1
Zinc 0 2 2
Lead-
silver 0 5 5
Total 1 7 8
Grand Total 3,908 1,332 5’240,

The preceeding data indicate that average annual production by the
individual operator in the Small Mining subsector is very low, and he
therefore is unable to undertake an exploration project of consequence
on his own resources, even on matching fund or joint participation basis
with outside interests. One means of providing assistance to these
operators is the current "prefeasibility project" conducted by GEOBOL,
which is discussed later in the report. Another means would be for a
Government agency to undertake an exploration or development project that
could be mutually beneficial to a number of operators in the same district.
For example, if a mineral deposit owned or being mined by a number of
operators warrants exploration, an exploration project might be undertaken
with the financial support of an exploration fund in a joint venture arrange-
ment whereby the owners would pledge to pay royalties on future production
in order to compensate the fund for its expenditures on their behalf.
Opportunities for joint venture agreements are suggested by the records of
sales to BAMIN, discussed above, which show about 150 sales of tin-bearing
material mined in Concepcion canton (region), Frias province, Department
of Potosi; 52 sales from Quime canton, Inquisive province, Department of

La Paz; and 46 sales from Antequera canton, Poopb province, Department of
Oruro.

Many opportunities exist for developing new operations, as is suggested
by the following data which was compiled from statistics prepared by BAMIN
and GEOBOL.

1/ Amembassy, La Paz, 1975, p. 39, 40.
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Table 17.--Number of known mines, producers, and inactive

mines in La Paz and Potosi Departments (tin only)

Department Known mines Producera

La Pus LY. 7

Potosi 1,056 398
Totals 2,114 715

Inactive mipea

kEX

658

1,189

Although producers with more than one operating mine are included
in these statistics, their numbers are small and do not adversely affect
the conclusion that there may be many properties warranting serious con~

sideration for prefeasibility and/or feasibility studies.

the number of properties in these two Departments are inactive.
same ratio of inactive to total mines is applied to the 5,240 mines
inventoried by GEOBOL in six Departments, more than 3,400 inactive mines

may be cobnsidered for study.

Two-thirds of
If the

Average costs per unit of work or production for exploration, develop-

ment, and production in the Small Mining subsector are difficult to determine

because of the wide disparity in operating conditions due to location and
characteristics of the deposit being mined, meager resources available to

the operators, and the lack of systematic records of operations.

On the

basis of whatever information that could be gathered, the Ministry compiled

the following estimated costs in 1976:

Table 18.-~A. Estimated costs of production, Small Mining subsector,

1975.

Commodity

Antimony
Grade, percent 50 55 6
Cost per gross

unit, fine,$U.S. 16.06 16.02 1
Tin
Grade, percent 10 20
Cost per pound,
fine, $U.S. 4.30 3.44
Wolfram
Grade, percent 55 60
Cost per gross
unit, $U.S. 80.98 81.05 8
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Table 18.--Continued

B, Estimated coft vf underproudd workitgs,
Small Mining subsector, 1975.

Type of excavation Crosscut Drift Intermediate drift Raise

Cost per meter, $U.S. 54.93 59.53 33.93 26.96

. ( )

Estimated costs for exploratory drilling and underground work were
estimated by the Ministry in 1976 to range from $80 to $90 per meter
depending upon the stage of exploration in evaluating a deposit.

Productivity levels

The large mining subsector annually mined from 4.07 to 5.45 million
tons of ore (all commodities) in the period 1972-1975. No ore production
data are available for the medium and small mining subsectors. In lieu
thereof, rough estimates may be derived on the basis of the following
formula and data:

Table 19.--Estimation of ore production by Medium and Small Mining subsectors.

Formula: (millions of metric tons) )
Large mine ore_prod.l/ . Medium mine ore prod. . Small mine ore .rod.
Percent of large mine Percent of medium mine Percent of smali mine
exports to total exports to total exports to totul
exports< exports< exports%
Data Mining subsectors
Large Medium Small
1972 4,35 . 1.47 . 0.96
64.2 21.7 14.1
1973 4.07 . 1.59 .- 0.66
64.4 25.2 ) 10.4
1974 5.02 . 1.81 . 0.97
64.4 ’ 23.2 ) 12.4
1975 5.45 . 1.76 . 0.55
70.2 22,7 7.1
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Table 19.~-Continued

Summary, production

Large Medium Small
1972 4.35 1.47 0.96
1973 4.07 1.59 0.66
1974 5.02 1.81 0.97
1975 5.45 1.76 0.55

1/ Amembassy, La Paz, 1975 and 1976, pages 10 in both reports.

2/ Table 6, page 20 this report.

These estimates depend entirely upon a ratio derived from the
performance of the large mining subsector, and may not be wholly appli-
" cable to the situation in the other mining subsectors.

Mines in the medium mining subsector may be more efficiently operated,
in which case actual ore production may be less than the calculations
suggest. The situation in the small mining subsector is too variable to
be objectively evaluated. Production in many of the small mines is very
low, and few mines attain even modest levels of production.

On the basis of the number of underground and surface workers reported
in the three mining subsectors, productivity per daily man shift in 1975 as
estimated in the following table was about 0.97 ton in the large mine sub-
sector, 0.76 ton in the medium mines, and 0.09 ton in the small mines.

Table 20.--Average production of mine ore per workerg surface and underground.

Total
underground

1975 mine and surface Average production
Mining production labor force per worker {tons)
subsector (million tomns)l (thousands) Annual Daily<t/
Large 5.45 18.041 3/ 302 0.97
Medium 1.76 7.46 4/ 236 0.76
Small 0.55 20.0 3/ 27.5 0.09

1/ See preceeding table.

2/ Estimated on basis of 310 working days per year.

3/ Amembassy, La Paz, 1975, p. 17

4/ Ministerio de Mineria y Metalurgia, 1976, p. 33

5/ Estimated from range of 15,00 to 25,000 (HIID, I-11). Cooperatives
" employ an additional 16,000 workers (HIID, II-21).
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Data also are fragmentary for estimating the productivity per-man-day-
shift for underground labor, but the few available statistics analyzed
below suggeat average daily undevground wmine production per man in 1975 was
about 2.0 tons in the large mines, 1.3 tone in the medive minea, and 0. 1%
ton in the small mines.

Table2]l .~-~Average production of mine ore per worker, underground.

Average production

1975 mine per underground
Mining production Underground worker (tons)
subsector (million tons)l/ 1labor force Annual Daily</
Large 5.45 8,8893/ 613 2.0
Med 1um 1.76 4,5004/ 391 1.30
Small 0.55 12,0004/ 46 0.15

1/ See Table 19.

2/ Estimated on basis of 310 working days per year.
3/ Amembassy, La Paz, 1976, p. 17.
4/ Estimated to be 60 percent, of total labor force.

The slight advantage in average daily production per worker in the
large mine subsector over the medium mine subsector (2.0 tons vs. 1.30
tons) may be due in large part to the fact that about a third of COMIBOL's
recent mine output resulted from the block cave system of mining used in
one mine (Siglo XX). This system of mining should yield about 30 tons
per man shift but obviously did not do so there. However, the average
yield at Siglo XX no doubt was greater than that attained in the other
mines, and helped the subsector attain the productivity level shown in the
above analysis.

Productivity levels per man shift in 10 to 16 mines operating in

the United States on vein deposits similar to those commonly developed in
Bolivia were reported recently as follows:
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Table 22.--Productivity levels in mines in the United States.

Tons per man shift Mines
Median High Low Reporting
Cut and fill stoping 11.5 27.5 3.85 14
Cut and f1ll, total mine 4.9 10.8 1.90 15
Shrinkage stoping 25.2 46.2 7.2 10
Shrinkage, total mine 8.0 21.0 3.0 10

Source: Wimpfen, Sheldon P., 1973, table 31-29, p. 31-24.

The term 'stoping' noted above refers to underground operations
employing workers for the specifiedtype of mining. The term 'total
mine' includes the entire mining operation, which requires both under-
ground and surface workers.

The low productivity levels in the Bolivian mines compared to
levels achieved in the U.S. mines reported in the above table are due
to many factors, such as adverse working conditions in the mines, in-
experience, and lack of training for specialized skills, inefficient
management, and equipment deficiencies. These have been discussed in
recent reports on the mining situation in Bolivia.

EXPLORATION SITUATION

Rules and regulations for prospecting, exploration,
mining, and treatment

All mineral substances in Bolivia are under the dominion of the State
by virtue of the Code of Mines promulgated May 7, 1965 (copy in Appendix).
Petroleum and other hydrocarbons are exempt from the regulations of this
Code and are subject to special laws. Natural-occurring superficial deposits,
such as salt, are also under the dominion of the State, but unlike the situa-
tion for other minerals, the owner of the land has priority for concessions.

The right to conduct aerial surveys, prospect, explore, exploit, treat
or smelt mineral substances is granted as concessions by the State. As
mentioned previously, the national mining industry comprises the State and
private mining subsectors. To assure proprietorship rights to sufficient
mineral and land resources for the State mining industry, certain mining areas
are established as fiscal reserves. Special legal provisions apply to exploita-
tion and treatment of mineral substances existing in these reserve zones.
Private mining activities are not permitted in these zones. except by special
authorization.
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Aerial reconnaissance surveys are authorigzed through issuance of
licenses following approval of applications by the technical divisions
of the Government and issuance of a Supreme Resolution.

Any person may prospect on free land (land not included in pre-
viously established reserve or concession areas), but must obtain
exploration and/or exploitation concessions in order to conduct explora-
tion or mining operations.

A petitioner for an exploration concession must submit an application
to the superintendent of mines, the perfect, or the subprefect of the
jurisdiction in which the property is located. Upon satisfying the
application requirements, a concession is issued by the State which grants
exclusive right to explore for minerals in designated areas not otherwise
included in a previously granted concession or reserve.

An exploration concession may include 2 to 20,000 parcels or claims
of land, referred to as pertenencias, with each parcel, ideally a square,
measuring 100 meters per side. Concessions are granted for a period of
two years, and require payment of a patent fee equal to one-half of the
fee for an exploitation patent. Extension of a concession for one year
is possible, but the initial area must be reduced to one-half its original
size, and another patent fee must be paid. The grantee has the exclusive
option to obtain exploitation concessions within the exploration area.

An "exploitation concession gives the grantee the real and exclusive
right to exploit, treat, smelt, and indefinitely profit by the mineral
substances he may obtain within the perimeter of his concession, . . ." The
total area allowed for each direct exploitation grantee is not to exceed
20,000 pertenencias. The scale of annual patent fees required for these
concessions is as follows:

Fee per pertenencia

No. of pertenencias Bolivian pesos
Up to 5,000 1.20
* " 10,000 2.40
" " 15,000 3.60
" " 20,000 4.80
Over 20,000 1/ 6.00

1/ Applicable to multiple grantee ownership situations.
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Royalties and taxes apply to all concessions in addition to the
patent fees.

Abandoned dumps, slags and tailings within an exploitation con-
cession area are considered accessory property, and separate rights
to exploit them are issued "by the Superintendent of Mines to whoever
may first solicit them." These rights do not include the rights to
exploit mineral deposits either on the surface or the subsoil. Annual
patent fees equal to those established for exploitation concessions
apply.

Rights to install mineral treatment plants are granted by the
Ministry of Mines. Land belonging to the State required for the plants
is granted free of charge. Private smelting plants may be established
by authority of the Ministry of Mines and subject to favorable reports
from the National Smelting Corporation assuring satisfactory integrationm
of such plants into the national mining industry.

Certain areas, designated as 'fiscal reserves,' are established by
the government for the purpose of assuring COMIBOL rights to sufficient
mineral and land resources for its operations. These include a zone 5
kilometers wide surrounding each of the COMIBOL properties. Private
mining activities under provisions of exploration and exploitation con-
cessions are permitted in fiscal reserves only by special authorization.
The privileged status of fiscal reserves has no predetermined time limit.

Participation in mineral development projects in fiscal reserves by
foreign interests was authorized by Decree Law 1099 dated July 26, 1973,
whereby nationals or foreigners may be granted concessions to explore and
exploit gold and other mineral deposits in the national reserve area.
Grantees may export 50 percent of the gold production after first deducting
the royalty due the government.

The total area of fiscal reserves and exploration concessions in force
represent about one third of the total land area of Bolivia. (See fig. 6.)
Situations where fiscal reserves and concessions overlap mineral belts and
zones pose administrative problems in deciding priorities for developing
mineral discoveries, and limit the area of favorable ground open to general
prospecting and exploratiom.

As of July 1976, the following exploration concessions were in effect:
1. A project (D.S. 11614, dated July 2, 1974) to investigate two
areas in the Departments of Cochabamba and La Paz. The UN, COMIBOL, an«

GEOBOL are financing the project at levels of $350,000, $300,000, and
$100,000, respectively.
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2. Joint contract (D.S. 9240, dated June 4, 1970) between COBOEN
(Bolivian Nuclear Commission) and Y La Compania AGIP S.P.A. (Italian
interests) to explore certain areas in the southern portion of the
Department of Potosi. AGIP furnishes all equipment and personnel and
makes all investigations, COBOEN coordinates the work.

3. Exploration of a selected area in the northern portion of the
Department of La Paz north of the Matilde mine. Funded for a total of
$800,000 by: COMIBOL, $350,000; UNDP, $100,000; GEOBOL, $350,000. Work
is to consist of geochemical and geophysical investigations and drilling
to test anomalies of interest.

4. Apolo project--investigation by West German interests of an area
180 km. north of La Paz for base metals and gold. Total cost of the 30-month
project will be $2 million.

5. Investigacion Del Precambrico--joint project by GEOBOL and Institute
of Geological Science, London (IGS) to explore the Precambrian Shield area
near the border with Brazil. The estimated time to complete the project is
five years, at a total estimated cost of $4,350,000 including an assistance
grant of $2,791,000 from IGS.

Contractig&ffirms in Bolivia

Foreign contractors in Bolivia usually are well equipped and staffed
to undertake any mineral exploration work for which they are engaged by
the private sector or by COMIBOL.

The capabilities of the Bolivian contractors listed below have not
been evaluated, but few of them are able to conduct all types of work
associated with exploration programs. Hopefully, as exploration activities
increase, domestic firms will become better equipped and qualified to conduct
a greater share of the exploration work in Bolivia than they are capable of
doing at present, Two problems confront domestic firms: difficulty in
obtaining equipment and supplies from abroad, and shortage of Bolivian
professional and skilled personnel.

Private sector

Exploration in bolivia by the private sector has been negligible in
recent years. Officials of the Small Miners Association acknowledge that
exploration is lacking in this subsector, and explain that the main cause
is the lack of funds for this type of activity. They report that records
of operating costs are not maintained, and that they cannot afford equip-
ment and personnel for exploration work. If successful exploration projects
were demonstrated in these mines (referring to exploration work by GEOBOL
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Table 23.--Bolivian contracting firms offering mineral
exploration services

Name Services offered

1. Analytical Laboratories of

Marlene Schuler Chemical and geochemical analysis.
2. Louis Astudillos Geological and mining consultant.
3. GEMCO Geological, economic and mining studies.
4. GEO CONSULT Consulting on geological engineering,
geology and mining.
5. GEO-EXPLORACION Geological, geophysical, and geochemical
exploration,
6. Geologia y Prospeccion Consultants
7. Tom Heard - SOMCO Mining consultant
8. 1IPA (Ingenieria Politecnica
Americana) Diamond drilling
9, Prudencio (Geotec) Drilling?
10. SERMIN (EMUSA) All types of exploration work including
drilling.

in its prefeasibility studies which will be explained later), individual
mine operators may be interested in offering their mines for exploration
by GEOBOL or similar organizations.

In the medium mine subsector, modest exploration programs may be
conducted in the larger mines of the group, but in general exploration
activity is minimal. The reasons cited for this situation are the lack
of risk capital for mining ventures, and the opportunity for more attrac-
tive investments in other enterprises. Contributing to this development
are high costs of production and supplies, and tax and royalty costs
which are considered by the mine operators to be excessively high.

In lieu of undertaking exploration projects to maintain or expand
reserves, some operators of medium mines acquire small mines which offer
development possbilities,

The Medium Mine subsector would favor a loan program which would offer
loans to miners through BAMIN, and believes a board of directors should
administer the fund with representatives assigned from BAMIN, GEOBOL,
and each of the mining subsectors. Technical service for such a fund should
be furnished by GEOBOL.
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Public sector

A modest level of exploration is conducted in the large mine sub-
sector, but the consensus is that reserves actually are decreasing
rather than increasing. If economic obstacles to a vigorous exploration
effort could be overcome, significant discoveries could be expected in
this subsector because of the opportunity to explore the fiscal reserve
area surrounding each of the large mines.

GEOBOL is the major organization gathering information of most value
for prospecting and exploration in Bolivia. 1Its ongoing regional, district,
and topical investigations are acquiring basic knowledge of the mineral
resources of the country through geologic mapping, geophysical and geo-
chemical studies, satellite imagery and aerial photography, and actual
physical exploration.

Of particular value in helping to define anomalous target areas in
hitherto unmapped or unexplored areas are the studies by the Landsat
(ERTS)-Skylab Project in the Division of Natural Resources in GEOBOL.

A dedicated staff under skilled leadership is applying advanced techniques
and methods to identify specific structures as possible exploration targets.
For example, three areas of particular interest may be cited. A Landsat
image covering an area near Potosi reveals two lineaments--one west-trending,
the other north-trending--which may be important to the concentration of
mineral deposits in this highly mineralized district. In the Amazon Basin
region northeast of La Paz, surface configurations resembling broad deltas
suggest possibilities for the occurrence of extensive placer deposits. A
previously uncharted mountain range is revealed by ERTS imagery of the area
northeast of the Muton iron-bearing district in the Department of Santa Cruz.
None of these are specific targets for immediate exploration until checked
in the field, but they indicate prospective areas of interest much as the
traditional prospector locates areas worthy of exploration work.

Prefeasibility project

The most active and promising exploration program in the public sector
is the '"prefeasibility project" conducted by GEOBOL's Small Mines and
Resources Inventory unit (Programs de La Inventariacion de Recursos Minerales
de La Mineria Chica).

This program is operating with equipment and supplies acquired at a
cost of $US 850,000 granted to GEOBOL under a Project Agreement between
International Development Association (World Bank) and BISA, Credit No. 455
B 0, January 18, 1974. Under Article III, Part B of the Agreement, GEOBOL
has a number of responsibilities of which one is '"to select mines (in the
small mine subsector) with the best potential and to provide technical and
exploration assistance to their owners;' Under Part C(c), the Ministry of
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Mining and Metallurgy is responmsible for "a study of the feasibility of
establishing a mineral resource exploration fund in Bolivia," which is
the purpose of this report.

The prefeasibility project is providing technical and exploration
assistance to small mine owners, as required by Part B of the Agreement,
and is investigating two groups of study areas-—designated as Type A and
Type B. The same criteria were used to select the areas. Because of
staff limitations only four areas could be studied initially, and these
were designated Type A. A rough yardstick of the possible cost of each
study was used--an investment of plus $US 500,000 for a Type A area
(includes diamond drilling), and up to $US 500,000 for a Type B area
(no diamond drilling included).

Some 30 criteria were used to select study areas which would be most
likely to develop producing mines if geologic studies and exploration work
were done. Among the information sources, criteria, and factors considered
were: favorable information in reports and data already on hand; recommen-
dations of engineers, geologists, and mining personnel familiar with the
proposed study area; past production record and regularity of production;
present infrastructure; density of mines; potential based on known geology;
and availability of regional concentrator. A quick field check of possible
study areas helped in the selection.

A staff of about 50 geologists, mining engineers, geophysicists, geo-
chemists, and supporting technicians was available for this project.
Personnel were assigned to ten areas with priority granted to the four
areas listed below which were judged to be the most promising for future
development.

Table 24.--Initial prefeasibility study areas.

Name Location Principal commodity
La Salvadora 85 km. NE of Oruro Antimony
Maria Teresa 15-20 km. east of Lake Poopo Tin
Tuntuco 100 km. SE of Potosi Zinc
Porvenir 60 km. SE of Oruro Tin

The study areas range in size from 5 to 8 square kilometers. Each
study includes topographic and geologic surface mapping, geophysical and
possibly geochemical surveys, and underground geologic mapping. Map
scales range from 1:2,000 for surface mapping and 1:500 for more detailed
mapping. The completed maps indicate exploration targets which are tested
later by diamond drilling and/or crosscutting, drifting, or raising.
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Each study project, including the final report, is completed in about
45 daya, Explorvation work then follows based an recommendations in the
veport ,

The funds ($850,000) granted to GEOBOL under the current Project
Agreement with the World Bank have been used to upgrade or replace
existing equipment, and to obtain new equipment not previously available
to the staff. Grant funds have been expended on items in the following
general categories in the approximate percentages noted:

Table 25.--Distribution of grant funds for prefeasibility stydies.

Percent
Diamond drilling equipment 53
Field equipment and supplies 16
Vehicles 16
Communications equipment 7
Computer and supplies 6
Laboratory equipment and supplies 2

A budget for the prefeasibility project for the 5-year period,
1975-80, has been estimated as follows:

Annual ~ 5-year
Salaries and field expenses US $350,000 Us $1,750,000
Operating expenses 350,000 1,750,000
Equipment and supplies 500,000 2,500,000
Total $1,200,000 $6,000,000

Ideally, completed prefeasibility studies disclosing geologic targets
worthy of additional exploration and development should be followed by
feasibility studies. Favorable results from these would justify loans to
prepare mines for production. As there is little, if any, private risk
capital available for such ventures, either exploration or development,
mine operators have no alternatives at present but to seek funds in the
public sector. A proposed loan to BAMIN from the World Bank is under
consideration for on-lending to mines in the small mines subsector for
mine development, and possibly for feasibility studies. The basis for
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the loans to the small mines would be the Type A, Type B prefeasibility
studies. Feasibility studies with further exploration work, probably,
but not necessarily, would be prepared by the Inventory of Small Mines
unit of GEOBOL.

PROGRAMS IN OTHER COUNTRIES OFFERING
ASSISTANCE FOR MINERALS EXPLORATION

Other countries have developed and operated programs to encourage
minerals discovery and development. These range from training programs
for prospectors to government-funded ventures intended to discover,
develop, and, in some instances, operate mines. All programs have the
same purpose--to encourage exploration which, if successful, may expand
mineral production. Most are joint venture programs in which the govern-
ment shares with the participating private sector in the risks and costs
of exploration. All exploration loan programs include provisions for
repayment of government funds expended. Some are liberal, others are
strict in the terms of repayment. Available copies of enabling legisla-
tion or program regulations are included in the Appendix to this report
to serve as reference material in designing and planning a program for
Bolivia.

No individual program among those described in the following pages
may be entirely desirable or feasible for adoption in Bolivia, but certain
features in some are worthy of consideration for the proposed Mineral
Exploration Fund.

The programs for which some information was available are either
currently active or have been active in the past 15 to 20 years in Canada,
Great Britain, Japan, and the United States. A United Nations~-sponsored
program also is described. Programs supported by other nations such as
France and West Germany are not included because information was not
readily available for review. The omission is not intentional or an
oversight.

Canada
Prospectors’' Assistance Act--British Columbia

The Province of British Columbia, Canada, under the Prospectors'’
Assistance Act has provided grubstake grants since 1943 ranging from
$1,000 to 4,000 per year to qualified prospectors (individuals, not
corporations) to prospect and explore for minerals in the Province. The
amount granted to each individual depends on the nature and extent of the
program conducted but does not exceed $4,000 in any one year. About $1.2
million had been expended on grants to nearly 2,000 prospectors in the
period 1943 through 1975.
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Additional funds may be granted as bonuses in the amount of 1) $1,000
when a detailed geological, geochemical, or geophysical survey is conducted
on a mineral property, and 2) up to $20,000 for diamond drilling on the
basis of 50 cents per foot up to 2,000 feet and 25 cents per foot thereafter.

During the 1975 field season, 188 prospectors were grub~staked at a
cost of approximately $228,200. In 1976, about 63 prospectors received
grants totalling about $125,000. The decline may be due in part to
uncertainty about the policy of a new provincial government on problems
affecting the prospector.

Anyone not having experience, training, and understanding of pros-
pecting sufficient to qualify for assistance under the Act, may apply for
a grant to attend one of the prospectors' training courses which are held
annually at suitable locations throughout the Province. About 250 persons
attended such courses in 1974, and about 600 attended in 1976. The Act
also provides for additional instruction and on-site guidance to prospectors
in the field.

For the 1977 season, consideration is being given to issuing about
100 grants distributed among three categories of approved applicants:

1. $2,000 for 45 days work by experienced prospectors,
2. $1,000 for 25 days work by novice prospectors, or

3. $1,000 for 45 days work by novice prospectors with
experienced prospectors.

Prospecting and Mining School

The British Columbia & Yukon Chamber of Mines in 1976-1977 conducted
its 58th annual night school series of prospectors' training classes.
Part 1 of the series is a general interest introductory course in mineralogy,
geology, mining, and prospecting. Further instruction in the art of prac-
tical prospecting is given in Part II. Classes meet twice weekly from early
October through February. Students pay $20 for the 20 lectures and one
field trip in Part 1, and $15 for the 10 lectures in Part 2. Additional
expenses total about $15 for the purchase of a textbook, mineral-rock set,
and magnifying glass. Instruction is given by staff members of the University
of British Columbia, mining companies, the B.C. Department of Mines and
Petroleum Resources, consultants, and legal experts.

Northern Mineral Exploration Assistance Program
The Northern Mineral Exploration Assistance Program, 0il and Mineral
Division, Development Branch, Department of Indian Affairs and Northern

Development, Yukon and Northwest Territories, Ottawa, Canada, in the period
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1966 to December 1975, offered assistance up to a maximum of 40 percent
of an applicant's approved exploration expenditures. The Minister of
Indian and Northern Affairs announced on December 23, 1975, that the
program will not receive additional funding in 1976-1977 owing to
budgetary restraints,

The program provides for interim payment to the applicant of 75
percent of the total grant owing at the conclusion of the exploration
work with the balance paid after audit; for projects of long duration,
payments may be made more often. Applicant's administrative costs
are limited to not more than 10 percent of direct program expenditures,
and none of the applicant's administrative costs are allowed if the
applicant has contracted out the complete exploration program. Ex-
penditures incurred prior to or after the stated period of the program
are not eligible for assistance unless they are advance or belated
payment for goods or services used during the exploration period.

Repayment is required if the project results in the discovery of an
economic ore body, and production for gain commences on the property.
When production has started, the applicant is required to repay the
full amount of the loan with interest by either:

1) Installment payments,

2) One cash payment,

3) 1Issuance to the Government of fully paid common shares in the
company, or

4) Any combination of the above.

The requirement for repayment may be waived should production cease.
Interest is charged at the rate of two percent plus the average of interest
rates on long term Government of Canada bonds outstanding during the calendar
year next preceeding the calendar year in which the amount becomes owing.

Prospector's Assistance Act, Yukon and Northwest Territories

This program offers assistance up to $900 per year, distributed as
follows:

Food, rental of equipment, and
purchase of expendable items $350.00

Prospector's traveling expenses 550.00

Up to two-thirds of approved assistance may be given in advance of expenditure.
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No information on the success or short-comings of this program
was available for review,

Quebec Mining Exploration Company (SOQUEM)

A stock company chartered in 1965 under Act 13-14, Elizabeth II,
chapter 36, by the provincial government of Quebec, Canada, SOQUEM has
the overall objective to become a holding company managing mining
interests and reinvesting profits into exploration. Its specific
objectives are:

(a) to carry out mining exploration by all methods;

(b) to participate in the development of discoveries, including
those made by others, with power to purchase and to sell properties at
various stages of development, and to associate itself with others for
such purposes;

(¢) to participate in the bringing into production of mineral
deposits, either by selling them outright or transferring them in
return for a participation.

The initially authorized capital of the company was $15 million.
This has been increased to $45 million, and the stock subscription
period of 10 years has been extended by 5 years to December 31, 1980.
Its total capitalization is, or will be, totally subscribed by the
Minister of Finance out of the consolidated revenue fund of the
Province, and as a joint-stock company is governed by the Quebec
Companies Act.

SOQUEM does not expropriate, nationalize or simply take over
existing properties. "It is not meant to be a public utilities
monopoly, but a company that will take risks and could eventually make
profits."

Lead time, the period of time between discovery and production, when
all studies, development, and operating facilities are undertaken and
completed, determines how soon royalty income may be expected. Small
deposits usually can be developed and made productive in less time than
is required to bring large deposits on stream, but the level of output
is proportionately less, and the amount of royalty would be smaller than
is expected from a large deposit.

It is unlikely that annual production from an individual mine which
may receive exploration assistance from the proposed Minerals Exploration Fund
in Bolivia would reach the $30 million level shown in the analyses of the UNDP
Revolving Fund program. Large operations, such as open pit, porphyry copper
mines, probably are considered to be the principal source of royalties for the
UNDP program if the projected income level is to be realized. Presently known
deposits in Bolivia are not of the size likely to yield a similar level of income.
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In the financial report by SOQUEM for the fiscal year ending
March 31, 1976, the economic prospects for the Quebec taxpayer re-
sulting from SOQUEM operations were stated as follows:

Economic Prospects

Table

The Québec taxpayer has the right
to ask what return he will get for

the $24,5 million the Québec govern-
ment has subscribed to the capital
stock of SOQUEM over the past ten
years, $23,283 million of which had
been committed by the end of the
last fiscal year.

From 1966 to 1976 SOQUEM
undertook about 225 exploration
programs. Of these three have
reached the operation stage: Lou-
vem, Niobec and Somex; a fourth,
the Seleine mine, has reached the
stage of underground mining devel-
opment prior to operation; 32 other
programs are still in progress and
involve mainly the search for mineral
deposits; 189 have been abandoned
because of negative results.

La Société Miniere Louvem Inc. has
produced income for SOQUEM since
1972; in a few years’ time, Niobec
Inc., which is now in operation, will

as well. In addition, salt production
from the Rocher-aux-Dauphins
deposit by Seleine Inc. is forth-
coming. Consequently, on the basis
of the known mineral reserves of the
first two, and of the probable
reserves of the third, the Board of
Directors thought it would be useful
to present the following chart on the
income which SOQUEM can
reasonably expect to earn from these
three commercial enterprises.

Using as a base the economic
factors and the parameters generally
accepted by the industry, SOQUEM
has compiled the following table of
the present value of the profits which
should be earned by the develop-
ment of the three discoveries. To
this should be added the mineral
duties payable to the provincial
government, in accordance with the
law on taxation of mining operations.

Estimate of net income, or cash flow (SOQUEM share), and
mineral duties to be paid to the provincial treasury

by Louvem, Seleine and Niobec

Cash flow Mineral duties to be paid
Period Estimated value? Present value? Estimated value! Present value?
$000 $000 $000

1976 to 1980 (25,722) to (14,167)  (22,601) to (13,880) 4,231 t0 4,246 3,455 to 3,468
1981 to 1985 58,934 to 76,381 30,199 to 39,676 5,384 to 8,690 2,754 to 4,308
1986 to 1990 54,021 to 78,959 17,497 to 25,258 10,741 to 16,993 3,468 to 5,348
1991 to 1995 47,289 to 82,125 9,464 to 16,321 11,181 to 22,250 2,224 to 4,427
1996 to 1999 41,886 to 66,304 5,409 to 8,588 10,259 to 18,860 1,322 to 2,443
Total: 176,408 to 289,602 39,968 to 75,963 41,796 to 71,039 13,223 to 19,994
Total: Estimated value — cash flow and mineral duties 220,268 to 350,641

Total: Present value — cash flow and mineral duties 53,191 to 95,957

Note (1) In the case of Seleine, two sales profiles have been used to calculate the cash flow and mineral duties. The
first may be described as pessimistic, and the second as optimistic.

Note (2) The present value is determined by discounting profits at an annual interest rate of 10%.
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Continued excerpt from SOQUEM financial report:

SOQUEM began receiving dividends
on its research and development
investments five years ago. At the
end of the fiscal year, the cumulative
value of the net assets of Louvem
($4,929,200), investments in Niobec

mineral duties in the amount of
$832,000. Combining these figures
with those of the preceding table,
the estimated return on the invest-
ment of the Québec taxpayer,
expressed in present values, is as

($2,743,337), and other assets follows:
amounted to $9,191,751. Moreover,
Louvem paid the provincial treasury
Table
Pessimistic Optimistic
outiook outlook
$000 $000
Present value — cash flow and
Louvem, Niobec and Seleine mineral duties 53,191 95,957
Net value of various assets accumulated up
to present, or shareholder equity 9,192 9,192
Mineral duties paid by Louvem 832 832
Total: 63,215 105,981
Subtract:
Subscription to capital stock 24,645 24,645
Estimated surplus 38,570 81,336
Estimated return 156% 330%

When evaluated this way, the returns
from the three enterprises allow

an estimate of anticipated sur-

plus, at discounted value, of from
$38,570,000 to $81,336,000. This
surplus does not include eventual
income from the sale of mining
properties, nor the return on dis-
coveries which may be made by
SOQUEM in the years to come. For
the provincial treasury, the fore-
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salt, which is the basis of the entire
industrial economy.



Andrew J. Freyman, in an article published February 1975 in the
Western Miner magazine, noted that SOQUEM was receiving ''requests to
provide advisory expertise in organizing, and running, exploration
organizations in developing countries."” The annual report for 1975-1976
stated that as a result of an agreement concluded in October 1975 with
the Industrial and Mining Development Bank of Iran, SOQUEM had begun a
cooperative plan with the Iranian Mining Fund to promote the mining
industry in Iran. '"Collaboration at this stage consists in providing
the necessary services to organize the Fund and set it in motion.

Once this stage is completed, the two companies will study the possibility
of jointly undertaking mining investment projects in Iran, Canada and else-
where in the world."

SOQUEM receives sustained annual financial funding from the provincial
government and thus is assured of support to conduct a predetermined level
of operations. It is free to initiate negotiations with private interests
to investigate promising mining properties on a joint venture basis, and
to proceed with any operation even into the production stage. Some companies
consider that these advantages pose unfair economic competition to private
ventures. For example, the management of St. Lawrence Columbium & Metals
Corporation, which recently went into receivership, has inferred that it was
subject to unfair competition from Niobec, Inc., & columbium operation, in
which SOQUEM holds a 50 percent stock interest.

The initiatives open to SOQUEM in seeking exploration targets, negotiating
programs with private companies, and joining in producing operations with com~
panies are in contrast to the limitations imposed in the exploration programs
conducted by the United States Government under the DMEA and OME programs.

Northern Roads Network program

A number of programs have been or are in effect to provide or improve
access to mine properties.

Canada's Department of Indian Affairs and Northern Development in 1970
established a 10-year "Northern Roads Network Program" to facilitate re~
source development and communications in the Yukon and Northwest Territories.
Resource roads built under the program are classified by one of the following
degignations for which the listed assistance is offered:

Tote trails.--Low standard roads to resource projects in the explora-
tion or development stage. Financial assistance offered up to 50 percent of
the construction cost but not to exceed $20,000.

Initial access roads.~--Same as tote trails but because of length, terrain
or difficulty of construction total cost would exceed $20,000. Federal
assistance not to exceed 50 percent of actual road cost, with maximum yearly
contribution limited to $100,00 if the project is exploratory in nature, and
to $500,000 if primarily for development.
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Permanent access roads.--Higher standard roads than above and providing

permanent accese from an existing permanent road to a resource project

in the pre-production stage.

Federal contribution of up to two-thirds of

the cost of construction may be made but not exceeding 15 percent of actual
capital invested by the company prior to commencement of commercial pro-
duction or exploitation, or $40,000 per mile, whichever is the lesser amount.

Resource airports

The Department of Indian Affairs and Northern Development announced
in 1966 a program to assist in the construction of Resource Airports in
the Yukon and Northwest Territories.

Exploratory axrports.-—Federal assistance to defray 50 percent of the

cost of construction up to a maximum of $20,000.

Preproduction airports.——Federal assistance to defray 50 percent of

construction costs up to a maximum of $100,000.

Roads and airports constructed with Federal funds involved are to
be built on lands held by or relinguished to the federal government.
These facilities are to be available for public use at all reasonable

times.

Great Britain, Mineral Exploration and Investment Grants Act 1972

A financial assistance program for mineral exploration in Great Britain
is operated by the Department of Trade and Industry under the Mineral Ex-

ploration and Investment Grants Act 1972.

The following remarks on certain

provisions in this program and in the OME program operated in the United
States show interesting similarities and differences:

Provisions

Eligible applicants

Limitation on amount of
Gov't participation in
single contract

Eligible minerals
Interest rates on

Government funds
paid on contracts

OME program

Restricted to small
operators.

$250,000

36 listed in
General Provisions

Treasury interest rate
in effect in month
contract is executed.
plus 2 percent.

Simple interest.
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British program

No restrictions but must be
qualified to conduct the work
or to employ contractors.

None stated.

Non-ferrous metals, fluorspar,
barium minerals, and potash.

Annual compound interest at

rate of Public Works Loan

Board annuity rate for a
10~-15-year loan in force when
individual Federal payments are
made on a contract plus 1/2
percent. When accumulated interest
totals 20 percent of the value of
the individual Gov't payments,
further liability for additional
interest on those payments ceases



Provisions
~=Qyxs.ons

Repayment by Operator

Modifications to
repayment liability

Percent of Government

Eligible work

Date work is first
eligible for
Government reimbursement

Frequency of
Government payments

Ownership of
information derived
from project

OME program

5 percent royalty on

gross proceeds of

production until repaid
in full with interest,
or until the end of the
royalty period, usually
10 years from date of
certified contract,
whichever occurs first.

If contract is not

certified, no repayment
required after date of
notice that certifica-
tion will not be made.

Seldom changed from
original contract terms.

50, 62 1/2, and 75

percent.

Exploration and evalua-

tion (development)
type work.

Date that contract is

executed.

Usually paid on monthly
basis for approved work
completed in preceeding

month.

Considered company

confidential.

Not

released without

Operator's or

successor's per-

mission.
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British program

Repayment in full with interest
due if production begins within
12 years after last payment by
the Government; or by install-
ments beginning within 18
months of start of commercial
production and annually there-
after until repaid in full with
interest. No repayment required
if project is unsuccessful.

If the value of minerals found
does not justify considering the
project an unqualified success,
but some values are present, the
repayment liability may be
modified.

35 percent.

Exploration, mineral processing
and metal extraction assessments
including pilot plant operations.

Gov't may reimburse for work
done between date application
received and date decision is
made to approve for contract.
Not applicable for denied
applications.

Not more often than seimannually.

Property of Government and may

be published if:

1. Company defaults on contract.

2. The project is unsuccessful
and 2 years have elapsed
since Gov't released Operator
from repayment liability.



Provisions OME program British program

3. 12 years have elapsed since
last payment of Gov't contri-
bution, unless the department
is satisfied that minerals
in the area have been
adequately developed.

Above provisions not applicable

if Operator repays contribution

and interest in full.

Environmental Work is planned to keep Land use activities are controlled

aspects potential harm to the under Town and Country Planning
environment at a Acts. Local planning authorities
minimum. are responsible for deciding

whether or not planning permis-
sion is required for a specific
land use such as mineral ex-
ploration.

Japan, Metallic Minerals Exploration Agency

The Metallic Minerals Exploration Agency of Japan (1964) succeeded an
agency which was established May 20, 1963, under Law No. 78, 1963 and amended
in 1964 and 1966.

The Agency provides loans to Japanese enterprises to explore metallic
mineral deposits, conducts geological investigations to define exploration
targets, guarantees loans for exploration projects, collects and offers
data regarding metallic mineral resources, maintains a center for collecting
data and information on exploration and development of mineral resources and
operates a geological survey research vessel for submarine mineral resources
investigations. In 1968, funds were authorized for exploration abroad by
Japanese mining companies, and for guarantees of liabilities incurred abroad.
A special financing system providing for '"repay on your success" was introduced
in 1972 to promote exploration abroad for uranium ore. Since 1970, the Agency
has conducted cooperative geological surveys in developing countries, and in
1971, conducted surveys of cooperative regional development plans, mainly of
natural resources, in the regions of developing countries where Japanese
enterprises were exploring nonferrous mineral deposits.

From an initial capital of Y200 million in FY 1963, the Agency had grown
to a total capitalization of Y6,900 million by the end of March 1973.

Individual applicants for loans for domestic projects must employ
more than 1,000 full-time workers, and companies must be capitalized at

Y50 million or more and employ more than 1,000 full-time workers.
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Mineral commodities eligible for financial assistance are copper, zinc,
lead, manganese, and copper ores.

Interest is charged at the rate of 7 1/2 percent per annum.

Loans are to be repaid within 6 years including one year deferment.
In special cases, the term may be extended to 10 years with one year
deferment.

In the 9 years from FY 1963 through 1971, loans had been made to 15
companies (152 mines) for prospecting and exploration work at a total
cost of Y64,100 million, of which 52.6 percent was the Government's share.

Regional geological surveys in 27 districts were conducted by the
Agency in the period, FY 1966-1972, at a total cost of Y2,359,816,000.
These were the first—stage activities of a l0-year program which accelerates
prospecting for domestic base metal resources by mining companies. In
addition, Y40,429,000 were expended in basic geological surveys of two gold-
silver mining districts.

Following these regional surveys, detailed geological exploration
projects were conducted in target areas by core drilling, geophysical
surveys, and exploration tunnels. Costs for this work were shared 60
percent by the Government, 20 percent by the mining companies concerned,
and 20 percent by prefectural govermments. In fiscal year 1972, total
expenses were Y935,915,000 of which the Government's subsidy was Y561,549,000.

Loans are available to Japanese metal mining companies who explore ore
deposits abroad and to companies supplying funds for metallic minerals ex~
ploration by other Japanese or foreign companies.

Bauxite, chrome, and the ores of copper, lead, zinc, manganese, uranium,
and nickel are eligible for financial assistance.

Loans may be used '"to cover exploration expenditures and investments
to obtain concessions or options of exploration."

The Agency is limited to loan up to 50 percent of exploration expendi-
tures, but this may be increased to 70 percent in special circumstances.

Interest is charged at no less than 6.5 percent per annum.

Repayment is required within 10 years including a deferment of one year.

Under its Guarantee of Liabilities project for overseas development of
metal mines, the Agency provides funds to banks and other financial institu-
tions for eligible liabilities to develop copper, lead, zinc, manganese,
uranium, bauxite, and chrome ores. The Agency may guarantee up to 80 percent

of individual liabilities for which an annual fee of 0.4 percent is charged.
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United Nations Development Programme
Revolving Fund for Natural Resources Exploration

The Revolving Fund (the Fund) for Natural Resources Exploration was
created by the Governing Council of the United Nations Development
Programme (UNDP) at its twentieth session, 490th meeting in June 1975
(DP/53Rev. 1 and Corr. 1 in Appendix). Established as a trust fund by
the General Assembly and placed in charge of the Secretary~General, the
Fund is administered by the UNDP through a director appointed by the
Governing Council. The Council will govern the Fund for the first 4
years at the end of which the Economic and Social Council will review
the functions, institutional arrangements, and repayment system of the
Fund, and recommend to the General Assembly such changes and improvements
as may be necessary. Funds totalling about $6 million have been con-
tributed to the Fund (Japan about $4.5 million, and the Netherlands $1.5
million), and two projects, one in Bolivia and one in Sudan, have been
approved.

The Fund is to be used in developing countries and will be financed by
voluntary contributions from member nations. Preliminary estimates suggest
that an initial program of about 10 projects, with new projects coming
in at the rate of 15 to 20 per year, could be started if contributions
totalled about $7.7 million in the first 2 years, and increased to about
$18 million in the third and fourth years combined. The program might level
off in 7 or 8 years at about $12 million involving some 20 new projects per
year.

The revolving aspect of the Fund relies on sufficient repayments
(Replenishment Contributions) being received as royalties on production from
successful projects. A royalty of 2 percent of the value of produced commodi-
ties will be assessed for a period of not more than 15 years of active pro-
duction within a period of 30 years, with the total repayment limited to 15
times the original investment by the Fund. Terms may be modified if factors
warrant. Governments requesting projects will be required to assume an
obligation to make Replenishment Contributions to the Fund only for success-
ful projects when the resulting mines come into production, and at rates
based on the value of production, limited in time.

Exploration activities under the Fund will be phased or staged so that
the results of work as it is completed will determine whether or not to
continue with a project, and what future course of action offers the most
promise if work is to continue. Thus, under the pre-feasibility phase,
activities would include the following sequence:

Preliminary activities--evaluating data provided by the applicant
country, and field checking areas proposed for exploration.

Technical reconnaissance~-defining targets for detailed prospecting by
"using photo-geological, geochemical, geophysical, and other techniques."
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Detailed evaluation--"large-scale mapping of the targets, detailed
geochemical and geophysical investigation, trenching, pitting and prospect
drilling to limited depths to outline geological structure in depth, and
as far as possible to obtain information on the order of magnitude of
tonnages and grades of possible ore bodies." Limited beneficiation tests
and preliminary studies of infrastructure, marketing, profitability, etc.,
may be included.

A project could be started in any one of the activities.

If the results of pre-feasibility activities are favorable, feasibility
studies would follow. Such studies normally require large expenditures
which the Fund is unlikely to be able to support in the initial years of
funding as presently envisaged.

The UNDP reports its studies suggest that ''there is a very high
degree of probability that the Fund would reach revolving status (that is
be self-supporting) within a period of less than 25 years."

UNDP forecasts are based on optimistic aspirations for the Fund, and
on favorable factors assumed in the calculations. Critical to the success
of the program are an annual level of funding adequate to support selected
exploration projects, a favorable rate of discovery, lead time of sufficient
duration to complete exploration and development work, and a significant
level of annual revenue from each successful project to sustain future
operations of the Fund. Contributions to the Fund would be its sole
support until royalty income, termed "Replenishment Contributions" by
UNDP, is realized from the successful projects. In the following Discounted
Cash Flow (DCF) analysis, obligations totalling $63 million are shown through
the first seven years of the program. Whether contributions by member nations
in the UN would be forthcoming in sufficient amounts to sustain the program
prior to receipt of Replenishment Contribution is uncertain.

The UNDP suggests that one in ten projects may result in a discovery
and future production. The prefeasibility studies program by GEOBOL may
result in a more favorable discovery rate on subsequent exploration pro-
jects because of a critical screening of prospective project areas, and
the thorough investigations being made of the selected areas.

Assumptions and estimates for discounted cash flow analyses:

1 of 10 projects is a discovery.

Assume a discovery in Year 1.

6 years from discovery to production.

Production value at Year 6 metal prices plus increase of 5 percent per year.
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Table 26 .-~Forecast of UNDP Revolving Fund operations
assuming $30 million annual value of mine
production, and:

A.--Two percent royalty on production

Total
No. of obligations.. Present
Ycars of new for new Expected Value Cumulative
speration projects projects _ royalties Balance @ 10% _ Present Value
(millions $) (millions $)
1 10 6.0 -- -6.00 -6.00 -6.00
2 12, 7.2 - -7.20 -6.55 -12.55
3 13 7.8 - -7.80 -6.45 -18.99
4 15 9.0 - -9.00 -6.76 -25.75
5 17 10.2 - -10.20 -6.97 -32.72
6 18 10.8 - -10.80 -6.71 -39.43
7 20 12.0 0.60 -11.40 -6.44 -45.86
8 20 12.0 1.39 -10.61 -5.45 -51.31
9 20 12.0 2.32 -9.68 -4.,52 -55.83
10 20 12.0 3.47 -8.53 -3.62 -59.44
11 20 12.0 4,89 -7.11 ~2.74 -62.18
12 20 12.0 6.51 -5.49 -1.92 -64.,11
13 20 12.0 8.44 -3.56 -1.13 -65.24
14 20 12.0 10.55 ~-1.45 -0.42 -65.66
15 20 12.0 12.85 0.85 0.22 -65.44
to
43 20 12.0 104.25 92.25 1.68 0.39
B.--Five percent royalty on production
1 10 6.0 -= -6.00 -6.00 ~-6.00
2 12 7.2 - -7.20 -6.55 -12.55
3 13 7.8 -- -7.80 -6.45 -18.99
4 15 9.0 ~-= -9.00 -6.76 -25.75
5 17 10.2 - -10.20 ~6.97 ~32.72
6 18 . 10.8 - -10.80 -6.71 -39.43
7 20 12.0 1,50 -10,50 ~-5,93 -45,35
8 20 12.0 3.47 -8.54 ~-4.38 -49.73
9 20 12.0 5.79 -6.21 ~2.90 -52.63
10 20 12.0 8.68 -3.32 ~-1.41 -54.04
11 20 12.0 12.22 0.22 0.08 -53.95
12 20 12.0 16,27 4,27 1.50 -52.46
13 20 12.0 21.11 9.11 2.90 -49,56
14 20 12.0 26.38 14.38 4.17 -45.39
15 20 12.0 32.13 20.13 5.30 ~40.09
to
21 20 12,0 78.70 66,70 9.91 9.51



Number of new projects and obligations per year based on UNDP Revolving
Fund estimates.

Royalty period limited to 15 years of active production within a period
of 30 years. Assume continuous production in first 15 years of operation
for these analyses.

Discounted cash flow @ 10 percent.

The present value of a sum of money expresses the greater economic
value attached to earlier payoffs or disbursements in relation to later
transactions. The present value can be represented by the formula:

PV = Qt/(1 + r)t,

where PV is the present value in period 0 of a sum of money Q  received in
period t at an interest rate r. The analysis can be extended to include
cash flows over several (n) periods by representing the present value as

o ~t
PV =% Qt(l +r)
t=0

The periods of time needed for the UNDP Revolving Fuund to reach a
revolving status are projected to be 15 and 11 years, respectively,
depending upon whether a 2 percent or 5 percent royalty on production is
required. These projections are based on data and estimates considered
by the UNDP and on other assumptions and variables including the annual
value of mine production, royalty rate, amount of annual obligations to
new projects, years to reach production, and the discovery rate. The
years required to reach a revolving status and to repay cumulative
obligations are estimated to be as follows:

Years from start

Value of annual of program until Years until
Royalty on mine production, annual royalties cumulative
value of mine in millions of exceed $12 million obligations
production dollars annual obligations are liquidated
2 percent 30 15 43
5 percent 30 11 21

Lead time, the period of time between discovery and production, when
all studies, development, and operating facilities are undertaken and
completed, determines how soon royalty income may be expected. Small
deposits usually can be developed and made productive in less time than is
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required to bring large deposits on stream, but the level of output is
proportionately less, and the amount of royalty would be smaller than is
expected from a large deposit,

It is unlikely that annual production from an individual mine which
may receive exploration assistance from the proposed Mineral Exploration
Fund in Bolivia would reach the $30 million level shown in the analyses
of the UNDP Revolving Fund program. Large operations, such as open pit,
porphyry copper mines, probably are considered to be the principal source
of royalties for the UNDP proyram if the projected income level is to be
realized. Presently known deposits in Bolivia are not of the size likely to
yield a similar level of income.

United States

Mineral exploration loan programs

The United States Government has been involved in mineral resource
exploration programs for four principal purposes:

1. To find deposits of specific commodities during periods of emergency
when industry has to concentrate on production activities and has little time,
funds, or personnel available for exploration;

2. To enlarge the domestic mineral resource base in the light of future
needs for economic growth and security;

3. To obtain data on which to appraise the Nation's mineral resources;
and

4. To encourage minerals exploration by private industry.

Since 1950, the Department of the Interior has provided three successive
programs of financial assistance to private industry to stimulate exploration
for domestic mineral reserves. These were the Defense Minerals Administration
(DMA), 1950-1951, and the Defense Minerals Exploration Administration (DMEA),
1951-1958, programs, both authorized under the Defense Production Act (DPA) of
1950, as amended, and the Office of Minerals Exploration (OME) authorized by the
Congress under Public Law 85-701, August 21, 1958 (copy in Appendix together
with Regulations--Title 30). OME operated as an agency in the Department of
the Interior until the program was transferred to the U.S. Geological Survey
effective July 1, 1965. Each of these programs provided loan funds to approved
applicants for work on mineral exploration projects.

The value of reserves of recoverable minerals discovered to date on 453
of 1,369 exploration projects is estimated to be $1.2 billion. This new
mineral wealth eventually will be tapped to help meet future emergencies and
the Nation's expanding demand for minerals., It provides a domestic supply
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of minerals which otherwise would have to be obtained from foreign sources.
The Government's financial contribution will be recovered in part, either
directly from royalties on production, or indirectly in taxes and other
benefits.

Loans to explore deposits of 36 eligible minerals are offered by OME
on a participating contractual basis to private industry. At present, 27
mineral commodities important to the economy except lead, zinc, and tungsten
are eligible for Govermment participation in 50 percent of the allowable
costs of exploration. In addition, gold, silver, the platinum group metals,
mercury, antimony, bismuth, rutile, tantalum, and tin are eligible for 75
percent Government participation. Combinations of minerals from the two
groups are eligible for Government assistance of 62 1/2 percent of the
allowable costs.,

Assistance is not available to finance prospecting ventures or to
develop properties for mining. Government participation in a single
contract may not exceed $250,000.

Repayment to the Government of Federal funds expended on an exploration
contract plus simple interest is made through a royalty of five percent of
the gross proceeds from any production sold from the property from the date
of the contract. If within 6 mouths of final reporting and accounting on a
contract the Government decides to issue a certificate of possible production,
the period of royalty obligation continues to not less than 10 years or more
than 25 years from the date of the contract, or until the Government contri-
bution is fully repaid with interest, whichever occurs first. If a certification
is not issued, the operator is advised that there is no further obligation for
royalty payments.

Simple interest accrues on Federal funds as they are made available. The
rate of interest is not less than the Department of the Interior would be
required to pay if it borrowed from the Treasury, plus a two percent interest
charge in lieu of the actual cost of administering the contract.

The decision on whether to approve or deny an application is based on
the report from the field office, the soundness of the applicant's proposal,
and various qualifying criteria. A contract prepared for approved applica-
tions clearly specifies the work to be done by the operator or by a contractor
chosen by the operator, the allowable costs of various items of work, the
total allowable cost of the project, and the Government's share of the cost.
Copies of cost estimate forms and a sample contract are included in the Appendix.

During the course of contract work, the operator submits to the Government
periodic, usually monthly, reports describing the work accomplished and vouchers
for expenses incurred. Reimbursement is made by the Government for approved
work completed in the previous month or operating period. Field personnel
periodically examine properties where contract work is underway. Contracts may
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be amended if changes are judged advantageous to the Government. At the
conclusion of the exploration project, OME field personnel prepare a
technical report on the results of the work. If no discovery is made,

the contract is terminated, and no further obligation remains for re-
payment of Government funds expended. If, however, a discovery is certified
by the Government and the operator or successor producer sells ore produced
from the property, the loan and accrued interest are repaid through royalty
(5 percent) on production according to terms of the contract. OME personnel
continue to monitor certified projects until the Government's contract
expenditures and interest are repaid or until the repayment period has
expired, whichever occurs first.

The DMEA program offered assistance to all approved applicants whether
individuals, partnerships, small companies, or large companies. 1Its
success in discovering significant ore reserves was due, in substantial part,
to the broad base of participation. In contrast, the OME program limits
participation to the small operators who are unable to obtain financial help
from commercial sources on reasonable terms. Its modest record of mineral
discoveries over a span of years more than twice the duration of the DMEA
program is attributed in large part to the restriction on participation.

The Government could not solicit applications for assistance to explore
promising mineral properties under either the DMEA or the OME programs. The
initiative for submitting applications for assistance was, and is, the
responsibility of the private sector. Changes in proposed exploration
projects could be suggested to the applicant if economies could be made in
operation, or if targets could be explored more effectively.

The repayment record of the DMEA program shows that 97 of the 399
contracts certified as successes repaid their loans in full within periods
ranging from a few months to over 15 years, and averaged five years from
date of contract. Repayments, based on a royalty of five percent on
production, totalled $5.5 million from mine production valued at $110 million.
About 35 percent of the DMEA projects were certified as successes, and about
25 percent of these fully repaid their loans to the Government. These repay-
ments constituted 80 percent of the total amount received in royalties from
all contracts.

One quarter of the OME contracts have been certified as successes, and
only about 9 percent of the total Government expenditures for project work
has been repaid through royalties on production. The limited success of the
OME program is attributed in part to the fact that the large mine operators
are not eligible to participate whereas all operators, large and small,
participated in the DMEA program.

The following statistical summary of the DMEA and OME programs illustrates
that neither program was self-supporting (that is, neither program derived
royalties from production equal to expenditures), but the recoverable value of
ore discoveries made under each program far exceeded the total cost to the
Government for contract expenditures, technical and administrative expenses.
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Table 27 .--Statistical summary of DMEA and OME programs through June 30, 1975

Years in force

No. of applications

No. of contracts

No. of certified discoveries

Contract disbursements by the Government

Technical and administrative expenses
to the Government

Average annual costs to the Government,
exclusive of interest

Write-offs (losses to the Government on
contracts permanently closed)

Royalties on production paid to
the Government

Loans repaid in full

Estimated recoverable value of
ore discoveries

Ratio of applications to contracts

Ratio of applications to certified
discoveries

Ratio of contracts to certified
discoveries

Ratio of certified discoveries to
loans repaid in full

Ratio of applications to loans
repaid in full

Ratio of contracts to loans
repaid in full
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DMEA
8
3,888
1,159
399

$23.3 million

$8.4 million

$4.0 million

$14.9 million

$7.1 million

97

$1 billion

3.3 to 1

9.7 to 1

2.9 to 1

4.1 to 1

40 to 1

11.9 to 1

OME
17
944
210
54

$4.8 million

$4.1 million

$0.52 million

$2.1 million

$0.43 million

6

$170 million

4.4 to 1

17.4 to 1

3.9 to 1

9 to 1'

157 to 1

35 to 1



Uranium program

The United States uranium exploration and development program in the
period 1947-1962 was the largest mineral development endeavor ever under-
taken in the history of the world's mineral industry. Under the Atomic
Energy Act of 1946, the Atomic Energy Commission (AEC), now a part of
the Energy Research and Development Administration, offered the following
incentives:

1. Guaranteed minimum price for certain high grade uranium ore for
10 years.

2. Bonus of $10,000 for delivery of premium grade uranium ore from
deposits not previously worked for uranium.

3. Guaranteed minimum prices for certain uranium-bearing ores, and
vanadium associated with uranium ores.

4. Haulage and development allowances for uranium ore producers.

5. Bonus payments for initial and certain other production of
uranium ores to assist in developing new sources.

6. Provided for access to lands for uranium mining purposes which
otherwise were not open to mineral location, and issuance of leases for
mining uranium deposits on certain lands.

7. Supported inclusion of uranium and vanadium on the list of
minerals eligible for Government financial assistance in the program of
the Defense Minerals Exploration Administration (DMEA).

8. Establishment of ore-buying stations in new uranium-producing areas.

9. Supported a broad program of geological studies and uranium explora-
tion conducted by its own staff and by the U.S. Geological Survey. For
example, the AEC and the USGS drilled a total of 5,575,000 feet of drill
holes in the Western States in the period 1948-1956.

The AEC program increased uranium ore reserves from 1 million tons to
86 million tons in 11 years. It increased annual uranium ore production to
8 million tons in 1960 from 50,000 tons in 1948, and enabled the uranium
industry to fulfill supply requirements for strategic purposes by 1958. Also,
it provided a basis for industry to gear up for civilian nuclear power needs
beginning in the early 1960's.

Access roads programs

The United States Government in the early 1950's shared in the costs of
constructing access roads to mineral deposits under financial assistance
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programs to encourage mineral exploration authorized by the Defense
Production Act of 1950. Usually an access road for exploration was
considered a part of the exploration project and its expense was
included in the total cost of the project work.

Also, during the 1950's, mine access road construction allowances
were added as premiums to the Government's payments to producers of
uranium ore.

COMMENTS

The thirteen programs herein reviewed offer assistance for improving
infrastructure facilities, training for prospectors, exploration incen-
tives, and opportunities for development and production.

There is a need for access roads to mineral properties or mineralized
districts in Bolivia. Whether access road construction should be included
as an item in the proposed Minerals Exploration Fund has not been discussed
with Ministry officials. Resolution of the question depends basically on
the decision on the priority of claims on available funds.

Road and airport construction programs in Canada call for Federal
contributions toward construction and dedication to public use of all
facilities completed with first priority given to use for mineral resource
developnent.

The expense of building access roads for mineral development in the
United States was included as part of the exploration project for which
Federal funds were expended on exploration. Federal funds used for road
building, therefore, were repayable through royalties on mineral production.

A minerals exploration program in Bolivia should include assistance
to the prospector. The several programs offering aid to prospectors in
Canada could serve as models on which to draft applicable assistance in
Bolivia. Technical resources available in GEOBOL, the University, and the
mining sector could be utilized for training purposes at selected sites
such as in La Paz, Oruro, Potosi, and Cochabamba. The portion of the Fund
dedicated to prospector training probably should be limited to a fixed
percentage, perhaps 5 percent of available funds.

Exploration programs on mineral deposits using government funds
entirely have been conducted in the United States (uranium exploration)
and Canada (SOQUEM). COMIBOL also uses public sector funds in its explora-
tion program although COMIBOL is a corporate entity as is SOQUEM.

The majority of the minerals exploration loan programs provide for
joint ventures with the private sector, and all include some provision for
repayment of government funds expended on exploration with terms for repayment
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varying among programs. Some require repayment within a specified period
of time, others require repayment of government funds expended on the basis
of a royalty on production plus interest. The latter approach to repayment
may offer greater incentive for exploration in the small and medium mining
subsectors. Loans to COMIBOL should be considered as commercial loans re-
repayable on a predetermined schedule with interest, regardless of the
success or failure of the project undertaken.

Under a "repay only if successful" type of loan program, the successes
will not support the entire loan program. This is evident from the records
of the United States' DMEA rrogram which is considered to have been
successful in discovering significant reserves of ore, but royalties from
the successful projects were not intended to repay to the Government its
contributions to the unsuccessful as well as the successful projects.
Approximately one third of the total disbursements by the Government to
exploration projects will be repaid by the time period of royalty on the
few remaining 'open' contracts terminate in 1989. SOQUEM forecasts a more
favorable return to the taxpayer because as a corporate entity, it has
certain operating privileges which were not available to the DMEA program.

A continuing royalty payment obligation could be established whereby
a successful project would be required to continue paying royalty for a
specified period of time (say 25 or 30 years from date of contract) even
beyond the point of having repaid its own loan. This type of repayment
plan may yield funds in addition to the amount expended on successful
projects, but the likelihood is remote that the return would equal or
exceed the amount originally invested in the successful and unsuccessful
projects.

The terms of a repayment plan that would virtually assure full
return of the funds expended on successful and unsuccessful projects
would be disincentives rather than incentives for exploration. Royalty
rates or payment schedules would have to be so high or demanding as to
dissuade prospective borrowers from participating in the program.

RECOMMENDED EXPLORATION PLAN FOR BOLIVIA

The exploration plan described in the following pages was prepared
in accordance with the objectives of P.I.P. NO. BOL-1, namely, to consider
means by which exploration (in Bolivia) could be stimulated and expanded,
and with Bolivian officials, to formulate a general plan and recommendations
for implementing the Fund (exploration program). The general idea of the
plan was presented in brief form in earlier drafts of this study which
were sent to Bolivian officials on October 31, 1975, and November 30, 1976.
Correspondence and discussions and conferences in La Paz, Bolivia, and
Reston, Virginia, in the period from July 1975 to February 1977, added to
the information and ideas which were incorporated in the earlier drafts.
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The principal goal of the plan is to hasten the discovery and
development of Bolivian mineral resources so that production may be
reached as quickly as possible. It is assumed that the results of
regional geological investigations will be available so that funds and
personnel can be directed to exploring favorable targets within the
general framework of known geological features. The general geologic
setting of proposed exploration targets outside previously studied
areas should be determined while specific deposits are being investigated.

Costs and personnel requirements are estimated for the essential work
needed to conduct the exploration project. Taxes and additional expenses
required for services mandated by law must be added in accordance with
prevailing regulations.

National Minerals Exploration Fund

A practical 'rock-in-the-box' incentive program is recommended to
further promote the discovery and development of Bolivia's mineral
resources. This program must encourage or enlist the interests, skills
and resources of prospectors, geologists, mining engineers, metallurgists,
and mining enterprises in the private and public sector, and interest risk
capital in the opportunity for profitable investments in Bolivian mining.

Accordingly, a National Fund for Minerals Exploration (the Fund)
should be established and authorized to:

* Conduct training courses for prospectors, and offer grants to
qualified individuals to prospect for mineral deposits in designated
areas.

* Furnish technical assistance, including personnel and equipment, or
augment existing technical and operating services for assessing
the mineral potential of selected areas or properties.

* Offer loans to qualified applicants in the Medium Mining subsector
to explore potentially significant mineral deposits.

* Conduct exploration projects in the Small Mining subsector under
special arrangements with mine owmers.

* Offer commercial type loans to COMIBOL to explore geologic targets in
COMIBOL properties.

Funds shall be allocated for these endeavors in the following approximate
percentages of the total amount available:
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Percent

Aid to prospectors 5
Technical assistance 15
Loans to enterprises in the Medium

Mining subsector 50
Finance exploration in the Small Mining subsector 15
Loans to COMIBOL 15

The Ministry of Mining and Metallurgy would have overall responsi-
bility for establishing and operating the Fund. Authority would be
delegated to its agencies and organizations for managerial, financial,
and technical services. Outside organizations would be engaged for
services not available within the Government.

The Ministry would have prime responsibility to obtain capital for
establishing the Fund, and for supporting subsequent operations., Sources
for capital would include the National Treasury and foreign governments
and organizations. Once financing is arranged, the Fund would be operated
mainly as an exploration loan organization offering financial assistance to
the Large and Medium Mining subsectors; as a joint venture operation offering
financial, technical, and exploration assistance to the Small Mining subsector;
and as a training and technical assistance program for prospectors and small
mine owners and operators.

A reasonable operating budget for the Fund in the first several years
would be about $2.5 million annually, of which field operations would
require about $2 million. The controlling factor on size of operation would
be the availability of technical personnel--geologists and mining engineers-—-
for field investigations. Ideally, one geologist and one mining engineer
would constitute a field team. A team would make the initial field examination
of a property being considered for financial assistance by the Fund, recommend
to approve or deny an application for assistance, and conduct the technical
services provided by the Fund on projects approved to receive financial and/or
technical assistance. One team with necessary supporting personnel should be
able to provide technical services to ten operating projects per year, and
make inspections and reports on properties examined but not approved for
assistance.

When the Fund has reached full operating status, administrative and
indirect operating costs should level off at about 25 percent of the total
cost of operations. Expenses may exceed this level in the first year or
two because of start-up expenses and equipment and supply acquisitions,
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The organizational line of authority for the Fund would be as

follows:

Ministry of Mining and Metallurgy

Minerals Exploration Fund

Board of Directors (6)

Ministry of Min. & Met. (2)
BAMIN (1)
COMIBOL (1)

Assoc. Medium Miners (1)
Nat. Chamber of Mining (1)

General Manager

I

Technical and administrative staff

This organization would be designed to provide the following

services to the entities shown:

Type of

assistance Prospectors'training
courses, technical
assistance.

Opérators Prospectors, small

mine owners.

Joint venture
exploration
projects and
technical assistance

Exploration
loans

Operators in Operators in the
the Small Medium and Large
Mining subsector Mining subsector
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Representative duties or activities of the entities shown on the
preceeding organization chart would be as follows:

Ministry of Mining and Metallurgy-

Appoint members to the Board of Directors
Set policy guidelines for the Fund
Arrange for capital to establish and operate the Fund.

Board of Directors:

Select General Manager

Establish rules and regulations to operate the Fund

Establish guidelines for training prospectors and providing
technical assistance

Establish criteria for considering loan applications

Establish limitation on amount of participation by the Fund in
a single exploration contract

Establish royalty or repayment plan

Approve or deny loan applications recommended to the Board by the
General Manager.

General Manager:

Select personnel for Technical and Administrative staff.

Prepare capital and operating budget each year

Appoint a committee in the Technical and Administrative staff to
review loan applications. This committee would be designated the
Review Committee and the General Manager would serve as Chairman.

Direct that field examinations be made of properties described in
applications referred by the Review Committee, and considered to
merit investigation on the basis of geologic information.

Refer applications recommended for approval by the Technical and
Administrative staff to the Board of Directors for final approval
for exploration contract.

Supervise preparation of exploration contracts, project operations,
and administrative activities on behalf of the Fund.

Technical and administrative staff:

Prepare loan application and contract forms and other documents needed
to operate the program.

The Review Committee will review all loan applications, return incomplete
applications for further information, and refer complete and accepted
applications to the General Manager.
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Assemble Field Teams, each to include a mining or economic geologist
and a mining engineer.

Field Teams will:

Conduct field examinations of properties described in each applica-
tion accepted and referred for further proces81ng by the General

Manager t'
Prepare reports on results of field examinations with recommendations
to approve or deny each application. N

Conduct interim inspections of each exploration project, usually on
a monthly basis, to examine geologic findings from work done, to
check on work completed under terms of the contract, and to
determine if a change in work plan is needed.

Review and approve or deny payment of vouchers submitted for project
work completed since date of the previous voucher.

Recommend and draft amendments to contracts.

Conduct final examination of project upon completion of exploration
project.

In cooperation with the entire technical and administrative staff,
prepare final reports on completed projects.

Fiscal and budget personnel will disburse payments on approved vouchers,
collect and account for royalty payments received, and maintain all
financial records.

Designated staff members will maintain personnel records and recommend
to the General Manager necessary personnel actions.

Aid to prospectors

The Fund shall conduct introductory training courses for prospectors in
cities or towns such as La Paz, Oruro, Potosi, Cochabamba, and others which
are in or near mining districts or regions. A general course in rock and
mineral identification, general geology, prospecting, and exploration will be
offered to interested persons who are uninformed on these subjects. Some
instruction on mining methods may be offered, too, depending upon availability
of instructors and funds. A successor course offering more detailed instruction
in practical prospecting methods will be available to those desiring a working
knowledge of prospecting. A nominal fee may be charged to enrollees for these
courses to help offset costs. The Fund will cover additional costs up to the
level established for this activity. At the level of operations suggested for
the Fund, aid to prospectors would range between $100,000 and $125,000 annually.
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Details on duration, daily sehedule of class instruction and related
matters will be formulated to suit the circumstances in each locality.

The courses will be given at two-week intervals during seasons most
convenient to the public. Facilities of schools, local public meeting
halls, or Government facilities will be used. The number of students and
instructors per class will depend upon the space, equipment, and training
personnel available. Nominally, 25 to 35 students with one supervisor and
2 or 3 technical instructors will comprise one class. Each 10-day course
will include daily morning and afternoon 3-hour sessions.

Instructors for these courses shall be detailed from available
technical organizations, companies or associations who have professional
geological or engineering staffs.

The basic educational materials are rock and mineral samples. Individual
sets, each containing samples of rocks and minerals commonly found in mining
districts in Bolivia, should be available for training in general identifica-
tion and classification of rocks and minerals,.

Also, the Fund shall consider offering practical training to prospectors
in the field. Such training could include field demonstrations of prospecting
techniques and methods or grubstake grants to experienced prospectors with
bonuses offered for specific investigations in promising areas,

Technical assistance

The Fund should assist GEOBOL's Small Mines and Mineral Resources
Inventory unit in its prefeasibility studies project. In helping to meet
the objectives of this program--providing technical assistance to the Small
Mining subsector, and conducting preliminary geological studies on selected
deposits--the Fund would benefit because such work would improve chances for
selecting the more promising exploration targets for later consideration by
the Fund, and help reduce the risk in exploration.

Participation by the Fund in the prefeasibility project should be
governed by provisions similar to those in Article III, Part B of the
Project Agreement between the World Bank and BISA, Credit No. 455 BO,
January 18, 1974, mentioned previously. One important departure from
these provisions could occur if GEOBOL technical personnel were unavailable
to undertake certain investigations. Professional personnel from the Technical
and Administrative staff of the Fund could be utilized in these instances.

About 15 percent has been suggested as a reasonable share of the Fund's
annual budget for technical services. This would provide from $300,000 to
$375,000 each year for a service which would help support the overall goal
of the Fund.
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Loans to enterprises in the Medium Mining subsector

The plan of operations proposed for the Fund in this subsector
is virtually the same as the U.S. Geological Survey's Office of
Minerals Exploration (OME) program which is described earlier in this
report. Regulations, sample contracts, and cost estimate forms for the
OME program are included in Appendix F to this report.

The sequence of actions and decisions from receipt of an applicant's
request for exploration assistance to execution of a contract for explora-
tion work, and the responsibilities and actions of the Operator and of
the Fund from start to completion of an exploration contract are shown
in figures 7 and 8.

As stated previously in this report, the Board of Directors will
be responsible for establishing criteria for considering loan applications,
deciding on the extent of participation by the Fund in a single explora-
tion contract, and establishing a royalty or repayment plan.

Any individual or company operating in the Medium Mining subsector
should be eligible for consideration for an exploration loan. All nonfuel
metallic and nonmetallic mineral deposits should be eligible for assistance.
The extent of aid offered can be established by stating a percentage of
assistance for individual commodities--thus, exploration for tin may be
eligible for assistance amounting to 50 or 75 percent of allowable costs,
and exploration for sulfur may be eligible for 35 percent assistance.

The aid offered may be more liberal for commodities expected to yield
greater production and income, and not as liberal for commodities with
less promise of significant economic return.

The extent of Fund participation in a single exploration contract
depends upon the total funds available to the Fund, and the number of
projects that the staff can manage. For example, an annual exploration
budget of $2 million probably could support 10 operating projects. The
staff also would have to conduct the initial examinations and prepare
reports need on all applications received and accepted during the year.
Successive contracts on the same property should be permitted if the
limitation on funds for a single contract precludes completion of an
extensive exploration project. The amount obligated per contract should
be determined by the estimated total cost of the work needed to complete the
proposed exploration project. For example, a contract for 500 meters of
diamond drilling may require $50,000, of which the Fund's share, based on
percentage assistance offered, may be $35,000. Another contract for 1,000
meters may require an obligation of $70,000 by the Fund. Within a period
of several years, the Fund would be assisting a number of projects, none
with obligated funds exceeding the ceiling established for Fund participation
in single contracts, and possibly no two contracts obligating the same amount
of money.
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Figure 7 .--Flow chart of actions from application

-

Denied k————d Board of Directors

to contract.

Exploration

Describes mainly:

contract

Mine

operator The Fund

Approved for
contract

T

General Manager and

j’\

Contract recommended

T

Purpose of exploration
Target area
Exploration plan

No. of work units

Unit costs

Total costs

Legal provisions
Royalty rate

Denial

recommended

Field examination report

’F

Fleld examination

d L

Application accepted

Geologists
Mining engineers

Application
not accepted

The Fund

Tech. and admin. staff

T

Application

T

Applicant

80




Figure 8 .--Flow chart of actions from start to completion
of an exploration contract.
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The review of exploration programs in other countries in this
report disclosed a number of repayment plans. These included full
repayment of loans by installments or in a lump sum regardless of
production; royalty on production for a stated period of years; and
royalty on production for an unlimited number of years. Proposals
have been considered to change one of these plans to require royalty
on production until the loan plus an extra percentage (35 to 200
percent) is repaid. Whether any one or a combination of these plans
is in the best interests of the Fund has to be decided by the Board of
Directors. The plan adopted should not be a disincentive to exploration.
The rate of repayment, the period of time for payments, an the interest
charged will be critical to this decision. Royalty payments should be
applied first to pay accrued interest and the balance used to reduce
the principal.

A repayment provision in exploration contracts between the Fund and
operators in the Medium Mining subsector similar to that in the U.S.
Geological Survey's OME exploration contracts is recommended. The OME
royalty of five percent on value of sales does not impose an undue
demand on the Operator's proceeds from individual sales. Article 6 in
the OME short form contract and Article 7 in the long form contract set
forth the provisions pertaining to royalty obligations, rate, and
instructions for payment. Copies of both contract forms are included
as Appendix F to this report.

Interest on OME contracts is charged at a rate not less than the
Department of the Interior would be required to pay if funds were
borrowed from the Treasury Department, plus 2 percent in lieu of
charging the borrower for the actual cost to the Government of administer-
ing the contract. A similar calculation could be used for establishing
interest on individual contracts executed by the Fund.

Neither of the exploration assistance programs (DMEA or OME) in the
United States required the borrower (Operator), whose project was certified
by the Government as a success, to pay any amount beyond the principal and
interest charges. In other words, the successful projects are not required
to pay for the unsuccessful projects. Losses on both programs are written
off by the Government, and not charged to either the successful or the un-
successful projects.

Financing exploration in the Small Mining subsector

It was observed in the review of the Small Mining subsector that the
individual operator is often unable to undertake exploration on his own
resources, even on a matching fund or joint participation basis with
outside interests. GEOBOL's prefeasibility project provides much needed
geological assistance at selected properties, but is unable to undertake
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many projects because of funding constraints. In order to provide
additional assistance, the reviewer suggested that a Government agency
undertake exploration or development projects in the Small Mining sub-
sector that could be mutually beneficial to a number of operators in
the same district.

The Fund could offer this type of assistance to the small mine
owners, and should do so through the same site selection procedure
that is used for the prefeasibility project. Once a geologically
favorable exploration target nas been chosen, the Fund will negotiate
agreements with owners of the properties included within the area to
be explored. A group of owners who are agreeable to an exploration
program on their properties would be referred to as 'the company' in
subsequent actions. These agreements will be similar to contracts
between mining companies and GEOBOL's Inventory Program on Mineral
Resources of the Small Mining subsector. A model contract, identified
as Annex No. VI in Report No. 1--A Description of the Small Mines
Prefeasibility Program,* specifies that the staff of the Inventory
Program will conduct geological-mining surveys and evaluations on the
properties, and the companies will provide all the supplies and materials
needed. The mining companies will be obligated to pay the cost of the
surveys and evaluations only if financing can be arranged, and then will
have a choice of several alternative repayment plans. The term 'Fund'
would be substituted for the term 'Program' used in the model contract if
this form is adopted by the Fund.

Upon completion of a study by the Fund and assuming that the results
are favorable, the company would be expected to begin production, and to
pay royalty on production according to terms and to the extent established
for the Fund.

The review of the Small Mining subsector showed that there are many
properties in this subsector and it appears reasonable to expect that
significant exploration targets exist. The challenge is to recognize
where they are and to persuade the property owners to cooperate with
the Fund in the exploration work, and to agree to undertake production
following successful exploration projects,

Loans to COMIBOL

The Fund will be authorized to offer assistance for exploration in
the Large Mining subsector. Because COMIBOL is the only operator in this
subsector, and has property, installations, and financial assets for
collateral, commercial-type loans will be available from the Fund for
exploration projects. Geologists and mining engineers from the Fund will

* Included with information from Ministerio de Mineria y Metalurgia, dated
July 22, 1976.
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examine each proposed exploration site in order to determine whether the
project warrants participation by the Fund. If so, a contract specifying
the work plan, estimated unit and total costs, and schedule of repayment
will be executed by the Fund and COMIBOL. All technical work on the
contracts will be done by COMIBOL's staff and personnel. COMIBOL's
equipment, supplies, and employees will be used in the course of the
work.

Major exploration targets are known in and surrounding the large
mines. The opportunity for th: Fund to participate in projects within
this subsector promises to result in discoveries of major ore bodies.

Environmental considerations

The impact on the environment by mineral exploration activities depends
on the characteristics of the terrain, soil, and climate, and on the types
of exploration work conducted., The differences that similar activities
can impose on jungle, alpine, desert, and forest areas are self evident.
Geologic mapping and geophysical surveying have essentially no impact,
since they involve only traverses across the land surface by foot or by
vehicles with portable instruments. Geochemical surveying typically
requires the removal of small samples with minimum disturbances of the
surface at each sample site. Other investigative techniques may have
somewhat more environmental impact, although with advance planning each
can be accomplished with minimum or no permanent loss of surface values.
Thus, properly planned surface test pits, drill holes, and shafts and
tunnels may be used to determine the location, extent and character of
potential mineral deposits without harm to the environment.

In the event the mineral exploration projects succeed in discovering
economic concentrations of useful materials, the impact on the environment
by subsequent mining activities may be more significant than those associated
directly with the exploration phase. The potential problems need to be
considered in balance with the potential economic benefits to be derived from
exploitation of the mineral resources. Mining activities can be regulated
and monitored, and most of the land surface ultimately can be returned tc
near its original configuration and returned to beneficial use after the
mineral raw materials have been removed. Safeguards to ensure maximum
protection of surface values during active mining, and to restore disturbed
surface areas upon completion of mining can be made a part of the laws and
regulations governing the mining industry.
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Appendix A

MEMORANDUM OF UNDERSTANDING
BETWEEN
MINISTRY OF MINES AND METALLURGY
AND
DEPARTMENT OF THE INTERICR, GEOLOGICAL SURVEY

UNITED STATES OF AMERICA

FOR
TECHNICAL ASSISTAMCE
IN
MINERAL EXPLORATION AND DEVELOPMEMT
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MEMORANDUM OF UNDERSTANDING
BETWEEN
MINISTRY OF MINES AND METALLURGY

AND

DEPARTMENT OF THE INTERIOR, GEOLOGICAL SURVEY
UNITED STATES OF AMERICA

FOR

TECHNICAL ASSISTANCE
IN
MINERAL EXPLORATION AND DEVELOPMENT

ARTICLE I. Scope.

This Memorandum of Understanding is entered into this Z 5
day of between the Ministry of Mines and Metallurgy,
Government of Bolivia (hereinafter referred to as the Ministry) and
the U.S. Geological Survey of the Department of the Interior, Govern-
ment of the United States (hereinafter referred to as the USGS). The
Ministry, in consideration of its responsibilities for national policies
and programs in mining and metallurgy in Bolivia and the capabilities
of the USGS for national geological and mineral appraisal programs in
the United States, has asked the USGS to. assist the Ministry in
investigations and strengthening its capacity and programs for
exploration, appraisal and development of mineral resources. This
document, when approved by both parties, constitutes a Memorandum
of Understanding under which a program of assistance may be carried
out pursuant to the General Agreement for Technical Cooperation between
the Government of Bolivia and the United States of America signed at
La Paz on March 14, 1951, Specific projects under this program will
be defined and scheduled by means of Project Implementation Plans as
mutually agreed between the two parties, and will be carried out jointly
by the USGS and the pertinent agencies of the Ministry.

ARTICLE II. Purpose.

Under this program, techniques and expertise developed by the USGS
will be applied to help the pertinent Bolivian agencies strenghten.
enlarge, and intensify their resources exploration and development
activities. Such activities are part of a major effort by the Ministry
to increase the long-range contribution of the mining sector to the
economic growth of Bolivia.
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Ministry objectives include technical and scientific support
to the pertinent Bolivian agencies, exchange of technical knowledge,
and assistance in the establishment of a properly trained professional
staff in the geologic-mining field.

ARTICLE III. Procedures.

Under this Memorandum of Understanding, specific projects will be
defined, scheduled and carried out as mutually agreed by the parties.
The following procedures shall be followed:

3.1. The Ministry will transmit to the USGS a.written request for
assistance desired together with pertinent reference documents and
detailed recommendations so that the request may be evaluated by the USGS.
Such requests shall include:

a. Scope and objectives of the proposed project.

b. A proposed schedule of time involved; dates of proposed
’ beginning and length of the project,

¢. Volume and type of assistance requested.
d. Recommendations on operational details.
3.2, The USGS will evaluate the request based upon review and
recommendations of the Technical Committee and if it accepts the

proposal will take the following actions:

a, Prepare a draft Project Implementation Plan which
shall include the following:

(1) Scope and method of operation.

(2) USGS manpower and financial requirements.

(3) Ministry support requirements.

(4) Other operational requirements and/or conditions
not already included in the Memorandum of

Understanding.

b. Submit the draft Project Implementation Plan to the Ministry
for review, comment, and approval.

3.3. 1In the event the USGS cannot undertake the requested assistance
for any reason, it will communicate this fact to the Ministry in due

course, . W
/;\
!
]
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3.4, If the requested assistance is beyond the USGS capacity,
USGS will attempt to arrange for obtaining the necessary expertise
from other sources, subject to the concurrence of the Ministry.

ARTICLE IV. Technical Committee.

4,1, The parties involved shall establish a Technical Conmmittee
wvhich shall be formed by one or more representatives of ecach party and
other specialists as they deem necessary. This Committee shall perform

the following functiomns:

a, Review and make recommendations to the parties on all
proposals submitted under this Memorandum of Understanding.

b. Periodically evalute all ongoing projects and submit
conclusions and recommendations for each project.

¢. Meet as necessary but not less than once each year in
La Paz, and/or any other place agreed to by the Committee.

ARTICLE V. Reports and Documents.

5.1, The USGS shall provide administrative progress reports within
30 days after the termination of a project if the duration of the project
is less than one year and once a year for those projects extending beyond
one year.

5.2, The USGS shall provide formal scientific and technical reports
as may be mutually agreed, : :

5.3. The USGS shall provide semi-annually a financial statement of
obligations incurred by the USGS for each project being conducted under
a Project Implementation Plan,

5.4, ﬁésults of completed projects shall be published to the extent
.and in a manner mutually agreed upon by the USGS and the Ministry.

5.5. All maps, drawings, photographs, mosaics, plans, reports,
recommendations, estimates, documents and all other data compiled or
received under specific Project Implementation Plans executed pursuant
to this Memorandum of Understanding by the USGS shall be the property
of the Ministry, shall be treated as confidential and shall be delivered
only to the Ministry, or other authorized officials; their contents shall
not be made known by the USGS under any circunstances to any person,
institution or agency other than personnel of the USGS performing services
under the specific Project Implementation Plan without written consent of
the Ministry or other Ministry authorized official.
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ARTICLE VI. Responsibilities of the USGS.

The USGS agrees to undertake the following:

6.1. Provide the services of USGS personnel subject to their
availability to carry out projects covered by approved Project
Implementation Plans.

6.2. Designate a USGS employee to serve on the Technigal
Committee.

6.3. Designate a USGS employee as a Program Coordinator.

6.4. Designate a USGS employee as USGS Project Officer for each

. project, who shall be responsible for planning and coordinating the work

to be performed under the specific Project Implementation Plan. He will
maintain close continuing relations with the Ministry Project Officer
and Ministry Program Director and USGS Program Coordinator, consulting
with them in the performance of project activities.

6.5. Provide technical support to the specific projects as may
be needed and available in order to achieve the objectives of each
project.

ARTICLE VII. Responsibilities of the Ministry.

The Ministry shall, either directly or through other Government of
Bolivia agencies, provide support of the specific projects as cited
below:

7.1. Designate a Bolivian employee to serve as Ministry Program
Director.

7;2. Designate a Bolivian employee to serve on the Technical
Committee.

7.3. Designate a Bolivian employee as Bolivian Project Officer
who shall be responsible for exercise of the responsibilities of the
Ministry or other pertinent Government -of Bolivia agencies in support
of the specific project and the coordination of activities with the
USGS Project Officer and USGS Program Coordinator.

7.4. Provide, in accordance with the terms of the Technical
Cooperation Agreement signed by the United States of America and the
Government of Bolivia on March 14, 1951, duty-free entry and exit
of equipment and materials belonging to the U.S. Government that may

be required temporarily in Bolivia for use by project personnel. ,;fiigj?
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7.5. Provide necessary office space, utilities, telephone
facilities, maintenance, and upkecep of such space for USGS personnel
while in Bolivia.

7.6. Provide supplies and materials as may be required for
USGS personnel while in Bolivia.

7.7. Provide services, when necessary, to obtain clearance in
matters which include, but are not necessarily limited to, customs,
drivers permits, exit and entry visas, and other services that may
involve other agencies of the Government of Bolivia.

7.8. Provide such transportation as may be necessary in Bolivia
for the conduct of field activities of specific projects.

7.9. Provide Bolivian counterparts as specified in Project .
Implementation Plans.

ARTICLE VIII. Administrative Arrangements Governing USGS Personnel.

8.1. Grades and salaries of employees of the USGS under this
Memorandum of Understanding shall be determined by the USGS in accordance
with applicable U.S. Government regulations.

8.2. Provisions of U.S. Standardized Regulations (Government
Civilians, Foreign Areas) relative to differential, allowances, "and
per diem shall be applicable during the actual period of assignment
of USGS personnel to this project.

8.3. Travel of USGS personnel assigned to projects shall be in
accordance with applicable U.S. Government regulations.

8.4. USGS personnel assigned to this project shall be exempt
from Government of Bolivia taxes, duties, fees or levies which may
otherwise be payable, as provided in the Technical Cooperation
Agreement signed by the United States of America and the Government
of Bolivia on March 14, 1951,

8.5. USGS persomnel assigned to this project shall have the
following rights:

a. Immunity from legal process in respect to all acts
performed by them in the conduct of this project.

b. Immunity from Bolivian national service obligations. //éégffﬁﬂ
\7

)
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¢. Bringing into Bolivia of reasonable amounts of
foreign currency for purposes of the program or
for personal use and the withdrawing of such
amounts as may be earned therein by such personnel
in the execution of this project.

d. The same repatriaiion facilities in the event of
international crises as diplomatic envoys.

ARTICLE IX. Financial Arrangements.

9.1. The financial arrangements for each project shall be set
forth in specific Project Implementation Plams.

ARTICLE X. General Conditioms.

10.1. Period of Memorandum of Understanding. The Memorandum of
Understanding shall enter into force on the day of final signing and
shall cover a period of sixty (60) months except as the period may be
changed by mutual agreement. Any Project Implementation Plan approved
before the expiration date of this Memorandum of Understanding but
scheduled to terminate after its termination date will remain in force
until the termination date of the Project Implementation Plan.

10.2. Rights and Obligations of the United States. The rights and
obligations of the United States are strictly limited to the terms of
this Memorandum of Understanding and applicable portions of the Technical
Cooperation Agreement signed by the United States of American and the
Government of Bolivia on March 14, 1951.

10.3. Force Majeure. If either the USGS or the Ministry is
temporarily rendered unable, wholly or in part, by force majeure,
or laws or regulations, to perform its duties and responsibilities
under this Memorandum of Understanding, it is agreed that upon
written notice with full particulars of such force majeure, by
either the Ministry or the USGS to the other party, as soon as
possible after the occurrence of the cause relied on, the duties
and responsibilities of the Ministry or the USGS, so far as they
are affected by such force majeure, shall be suspended during the
period of continuance of such inability so caused but for no longer
period, and such cause shall in so far as possible be removed with
all reasonable dispatch. The term "force majeure" as employed herein
shall mean acts of God, industrial disturbances, acts of the public
enemy, civil disturbances, and any other cause similar to the kind
herein enumerated or equivalent force not caused by nor within the
control of either party, and which neither party is able to overcome. jé%&




Neither party shall have responsibility for delays caused by force

eure. During the period of suspension of performance by the USGS
or the Ministry caused by force majeure and in respect of work
suspended, the USGS may continue to pay normal costs of maintaining
project personnel in Bolivia from funds to be reimbursed and/or
advanced to the USGS by the Government of Bolivia under specific
Project Iimplementation Plans. During the period of suspension, the
USGS shall not incur any unnecessary expenses, and the Ministry shall
also exercise its right to cause termination of the assignment of any
personnel hereunder. If the USGS is permanently prevented, wholly or
in part, by reason of force majeure, from performing under. a Project
Implementation Plan, the Ministry or the USGS shall have the right to
terminate this Memorandum of Understanding upon giving notice in
writing to the other party as specified in Paragraph 10.6. hereunder,
and in such event the USGS shall have the right to charge repatriation
'~ costs for a period necessary for its personnel to depart Bolivia and
arrive in the U.S. plus annual leave earned but not used while assigned
to a project. Any period of suspension less than 30 days shall be
deemed temporary.

10.4. Termination. The Ministry or the USGS may terminate this
Memorandum of Understanding or any Project Implementation Plan in whole
or in part at any time upon thirty (30) days written notice of
termination to the other party. In the event of such termination the
Ministry shall be liable to the USGS for the costs of equipment and
materials on order that cannot be cancelled, for repatriation costs
for a period necessary for the USGS personnel to depart Bolivia and
arrive in the U.S. plus annual leave earned but not used while assigned
to this project. It is understood that the USGS will use its best
efforts to minimize expenses and commitments from the date of receipt
- of any notice of termination.

10.5. Amendments. No changes in or modifications of this
Memorandum of Understanding shall be made except by mutual agreement,
in writing, between the Ministry and the USGS. The Project Implementation
Plans when approved by both the USGS and the Ministry shall be
considered to be an addendum to this Memorandum of Understanding.

10.6. Notices. Any notice given by any of the parties hereunder
shall be sufficient only if in writing and delivered in person or sent
by telegram or cable or registered mail, postage paid, addressed as
follows: .
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To:

Av. 16 ¢¢
Teatons « ...
ia Paz - bo...

To: United States Department of the Interior
Geological Survey
National Center, MS 91%
Reston, Virginia, U.S.A. 22092

or to such other address as any of such addressees shall Jesignate

by notice given as herein required. Notices hereunder shall be effective
when received.

T
U.S. Geological 9urvqy((f Ministry of ﬁQBes and Metallu
A77 ‘/Zé' )7 -ély/ By: (: (:Z —"424 tf?”‘ﬂ/‘szjy
Actlng Director ..:".‘L B‘E“ verd Latunic Tedayn T T

Title Title: PMYTRA AC wacaip X WEY QA

Date: g 2 11979 Date: 7’;‘5'?_
. [4 1977
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PROJECT IMPLEMENTATION PLAN
P.I.P. N° BOL -1

MINERAL EXPLORATION FUND
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P.1.P. No. BOL-1

PROJECT IMPLEMENTATION PLAN

Bolivia
(COUNTRY)

Technical Assistance in Mineral Exploration and Development
(PROGRAM)

Mineral Exploration Fund
(PROJECT)

Section I. Scope.

Project Im entation Plan No. BOL-1 is entered into this 2'5
day of K%R ]ﬁl’gn between the Ministry of Mines and Metallurgy,

' Government of Bolivia (hereinafter referred to as the Ministry), and
the U.S. Geological Survey of the Department of the Interior, Govern-
ment of the United States (hereinafter referred to as the USGS) pursuant
to the provisions of the Memorandum of Understanding between the Ministry

and the USGS for Technical Assistanc ﬁ§ K%f r1§7ﬁrploration and Develop-
iz ﬁ and the USGS on

ment Zqi ned b tgh]e Ministry on
f MA'{] 5 . The Ministry has requested USGS assistance in
establishing a mineral exploration fund.

Section II. Purpose.

The purpose of this activity is to help define the operating
procedures, institutional arrangements, and staffing requirements for
administering a proposed Mineral Exploration Fund. This fund will help
promote the development of Bolivian mining by assisting indigenous mine
operators to explore, develop, appraise and exploit their mineral
deposits. '

Section I1I» Procedure,.

Under this activity, the USGS will provide qualified specialists
to carry out activities cited herein.

Phase 1. Preliminary evaluation and planning.

1. As soon as possible after the Project Implementation Plan has
been executed, the Ministry will provide to the USGS: -

.a, a statement outlining the Bolivian Government organizations
responsible for administering r.ational policy to develcp
and exploit the mineral resources of Bolivia;

b. a copy of the Bolivian mining code;
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c. any additional available information pertaining to the
Bolivian mining sector that might be useful to the
preliminary evaluation and planning for the proposed
Mineral Exploration Fund.

2. After the USGS has studied these documents, a USGS specialist
assigned to the project will make an initial visit to Bolivia for several
wecks to: ‘

a. review the current exploration situation and practices
of the mining sector;

b. evaluate the need to stimulate and expand mineral resources
exploration;

c. evaluate Bolivian capabilities in terms of trained
personnel, private companies, equipment and finances;

d. consider means by which exploration could be stimulated and
expanded;

e, formulate with Bolivian officials, a general plan and
recommendations for implementing the Fund which shall
include:

(1) establishing the responsibilities, staffing require-
ments, administrative arrangements and organizational
structure to conduct activities authorized under the
Fund;

(2) identifying the Bolivian agency which will administer
the Fund.

3. Upon returning to the U.S., the USGS specialist will prepare
detailed recommendations for implementing a Mineral Exploration Fund,
including requirements for possible additional USGS assistance, and
forward them to the Ministry.

4, 1If necessary, the USGS specialist will return to Bolivia to
provide additional assistance as required.

5. Phase 1 activities may require not more than four (4) man-months
of the specialist's services.
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Phase 2. Implementation of the Fund,

Based upon the operating plan developed under Phase 1, the USGS
will provide, as may be mutually agreed, specialists to assist the
Ministry in undertaking initial operation of the Fund. USGS specialists
will visit Bolivia as required to help resolve problems or to make
further study. Such activities (including scheduling and financial
arrangements) will be defined in correspondence, which, when approved,
will amend this Project Implementation Plan as provided in Article
X.10. of the Memorandum of Understandirg signed by the Minlstry on

; AL QT and by the USGS on 1 MAp ]Q7 ) .

Section IV. Financial arrangements.

The costs of the tasks to be performed by the USGS as outlined herein
shall be paid from funds provided by the Ministry as set forth below.

1. The Ministry agrees to advance the USGS an amount equal to
fifty per cent (50%Z) of the total budget estimate (Attachment A) not later
than twenty-one (21) days after this Project Implementation Plan is approved
by the Ministry. The advance shall be in the form of a United States dollar
check, payable to the U.S. Geological Survey and forwarded to the U.S.
Geological Survey, National Center, MS 914, Reston, Virginia, U.S.A. 22092,

2. The Ministry agrees to reimburse’ the USGS for the actual cost of
the services less the amount advanced as provided in (1) above, not later
than sixty (60) days after receipt of the final report by the Ministry.

The amounts cited in the budget estimate (Attachment A) are based
on the estimates of salary, allowances, and other expenses of the USGS
personnel and upon current prevailing costs; however, if actual costs
increase by 10% or more than estimated in Attachment A, the amount to be
reimbursed and/or advanced will be renegotiated. If the increase is
estimated to be less than 107, the Ministry agrees to reimburse the USGS
for actual costs without renegotiation of the amount.

Section V. General.

1. Period of Project Implementation Plan. This Project
Implementation Plan shall become effective as of the final date of
signing by the two parties, and shall ecover a period of twelve (12)
months, but may be extended in accordance with Article X.10.l and 10.5
of the Memorandum of Understanding signed by the Ministry on

7 A ‘. teen and the USGS on IR T LT T
perind of thie Project Implemcatatios Dlan shall commcire apd be
conducted accor ifng to the time talle uvstablished by th- fachui -’

Committee.
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2. The Articles of the Memorandum of Understanding signed by,

the Ministry on / 5 ARR 975 and the USGS on LY
except as amended or modified herein, shall be applicable to this
Project Implementation Plan.

U.s. Geological Survey

/é Ministm § ‘and Meta urgy
’W/ /é@éé ’/ By: éﬂ‘;’%/ —7 =
. Title/ Acting Director Title: /- / ,

Date: AR © . 1975 Date: ) !!': ] 1474
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Budget Estimate
(Initial trip)
Salary: 4 months
International travel costs:
Per diem in Bolivia

Administrative and Technical Support
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P.I.P. No. BOL-1

ATTACHMENT A

$16,000
1,000
3,900

5,225

$25,125
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71

Article 369: The General Direction of Mines is constituted by
an Engincer, as Director, Chief Engineers in charge of the
Technical Services, Inspector Engineers, Assistant Engincers,
Chartographers, Topographers and other assistant officers,

Article 370: The headqutirters of the Direction of Mines are
in the city of La Paz. .

Article 371: The Director General of Mines has legal power:

a) To inform the Minister regarding mining matters.

b) To study and submit to the consideration of the Ministry
regulations and measures, in accordance with the laws,
now in force, v.hich he may deem convenient.

¢) To manage and supervise the technical services.

-d) To make up and publish the General Mining Census of the
republic, .

e) To keep in his archives all the records and information
reluted to the mining industry of the country,

f) To control and direct the ‘commissions in charge of draw
ing up the mining census plans throughout the country.

Article 372: The Technical Services will act under the su- -
pervision of Lhe Generul Direction of Mines and will be in
charge of a Chicf Engincer. Each of the remaining engineers
shall act independently from the others maintaining relations
among themselves only when the minirg concessions of two
or rmoure Departnients are affected.

Article 373: The Chief Engineer of the Technical Service 18

conierrcd with authority to:

a) To inform the Superintendent of Mines, upon request  of

the same, usbout the zdjudicatton of minirg conceasiong,
b4 S, HC R 4

citatiltinh the Lous aries of milnis

-

b) To .easuic Al
PRCEEAE S SRR SN LA 2 Ay ol

. P E e
R S R SE b

s

.

...ﬂ .nH. . t W
) To take care and be' responsible of the drawing up and _

" maintenance of catas
tinent reposts, tral and Bax,nnm” plans and the per

,_

d
)  To supervise the personnel under his authority

Articl :
ﬁzam apsuﬂ.in%;mo Technical Services will operate in all the |
. uperintendencies of Mines are established M

Chapter VII :

The National Council of Mines _

Articl : + Nati
vonsﬁwnw“m.»awww Nutional Couricil of Mines is a specialized
Power, which mxowwwmwwqwn am.:o:nczn from the Executive
’ . ‘ 5 its functions togscther wi
istry of Mines and constituted as no:cc..mw:wo. with the Mia

Its ic i
s ex officio President namely, the Minister of Mines

—u e g n -f”uw cm 7— nes ‘:O f€-~ pﬁn
> re umvﬁw:nuﬁ»co OA An— ini w

| A representative of the Ministry of Foreign Re lations

A representative of the Planni

retary's office, ng and Coordination Sec-

A representative of the National Chamber of Mines

A represcntative of ati
tire Moonta ::... National Association of Middle-

A representative of the Mining Corporation «f Bolivia
. A representative of Banco Minero de mcziu.

A representative of the Mining Cooperative organizations

A representative
of 'ndi .
Workers, the Syndical Federation of Mining .
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Appendix C

Province of British Columbia

Canada

1974 PROSIECTORS” AUSISTANCE Ciar. 68
(Rephacing chapter 302, R S K C.1060.)

{To be proclaimed before in effect.)
Prospectors’ Ascictuance Act

Tactiae: 1. In this Act, unless the context otherwise icquires,

“director™ mceans the Dircctor of Prospectors® Assistance appointed
under scection 2; ,

“ninister™ means that member of the Exccutive Council charged by
QOsder of the Licutensnt-Governor in Council with the admin-
istration of this Act, and includes a person designated i writ-
ing by the wi ister;

“prospector” means a person other than a corporation, as defined
in the Companies Act, who holds a valid and «ubsisting free
miner’s certificate under the Mineral Act, and is actively
cngaged in prospecting for incrals;

“regulations” means the regulations made by the Licutenant-Gover-
nor in Council under this Act. 1974, c. 68, s. 1.

gf;;g;ﬁid. 2. (1) The minister shall, pursuant to the Public Service Act, appoint
a Dircctor of Prospectors Assistance, who shall, under the diection of
the minister, administer this Act,
(2) The minister may, subject to the Public Service Act, zppoint cuch
other officers and employces as may be required to carry out the purposes |
of this Act. 1974, c. 68, s. 2.

ppriotion 3. (1) A prospector may apply to the dircctor in the form and man-
ner prescribed by the minister for a grant of prospectors assisiance under
this Act. _
(2) Under the direction of the minicier, the director may, if he is of
the opinion that the prespector ‘
(a) qualifies under this Act, or the regulaiions; and
(b) has adeguate experience, traiming, und underctanding of pios-
pecting,
erant 1o the prospector financial assistance in an amount ind <ubject to
such terms and conditions 2s may be fixed and deternined by the dircctor
in accordunce with the segulations. 1974, ¢, 68, 5. 3.

;};;i{“"m 4. (1) The director shall not graat sssistance in an amoant greater,
in the aegiegite, than four thousand dollars 10 any ene progpedtor in any
onc year, unless otherwise autherized in wiiting by the inider.

(2) Notwithstinding the piovidons of subcection (1), the T iantenant-
Governor in Council imay anthaorize the minister to siant additional funds
for the puipoce of caploting and developing a mincial property. 1974,
c. 68, s. 4,

3748-1
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3le
B ieehat

Char. S

Puipine
of prant.

Terms of
grant.

A{?Qa/’o’
See B/
NVo.w] 1976
Joae 3,976

Piosj«clors’
couires,

Repulstions,

PROSIECTORS' ACUISTANGE 2223 2.2
(Replacing ¢hapier 302, RS HC.1960.)

. (‘1) The prant of acistance under this Act shall be ueed for the
puipose of prospecting and exploring for nyinerals in the Provinee or for
travelling and training for those purposes under the terms and conditions
determined by the director in sccondimce with the reculations,

(2) The director may requite a prospector 1o provide an undertaling,
in such form and mmner as the minister may prescribe, that no part of
the grant of assistance under this Act will be uwed for a purpose other
than that prescribed in this Act, the rceulations, or the terms and con-
ditions detaimined by the director.

(3) Every person who

(a) refuses or neglects to carry out an undertaling _iven fo the
dircctor under subscction (2); or
(b) obtains or vses a grant of assistance given under this Act for a
purposc other than that for which it was given
is guilty of an offence. 1974, c. 68, s. 5.

6. It shall be a term and condition of a grant of assistance under this
Act that the Crown in right of the Province, represcnted by the minister,
(a) has the right to cxamine and evaluate any mineral property
prospected or exploied by the prospector duiing the year in
which a grant is paid to him;

. 'a F*&'ﬁ”l‘"hﬂ??, ]EHA‘E, oF-+ik-e-ah Gﬁﬁeﬁ o &Ry

sl eferred-toin-clavse(a):and
—-awhereby-the-Crown;-or -ap-asency- desivnated.- by-the Crown;
—ehrrse—fnr-into-produeton—iO74—e 68, -6

7. (1) The Licutenant-Governor in Council may, upen the 1ecom-
mendation of the minister, cstablish, equip, maintain, and operate at
suitable locations throughout the Province prospectors’ iraining courses
at which prospectors ey guin Anowledye and tisining in prospecting and
mineral exploraiion techuiques, and obiain soch qualifications as may
entitic thein to assistance under this Act.

(2) The minisier may nuthorice the director, in the proper case, 1o
give a grant under this Attto a prospector for the purpose of attending a
training course on the subjoct of prospecting. 1974, ¢, 68, s, 7. 4

8. (1) For the puipose of canrying out the provisions of this Act
according to their intent, the Ticutenant Govanor in Council may muske
such regulations and Oiders as are ancillary thercto and not inconsistent
therewithy wnd evay regulation shall be docined 10 be part of this Act
and s the foree of Taw,

(2) Notwithstanding ubsection (1), the minister may make soch
regulations as he is authorized to mike under this Act. 1974, ¢. 68, s. 8.

3748-2
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ProSEy e 10RS' ATSISTANCE Char. GS
(Replacing dhaprer 302, RSB C.1960.)

9. The Minister of Finance shall pay, on the sequisition of the min-
ister, out of the Consolidated Revenue Fund, or out of the Revenne
Swiplus Appropriation Account of the Concolidated Revenue Fund, or
partly out of the Consolidated Revenue Tund and pmtly ont of the
Revenue Surplus Appropriation Account of the Consolidated Revenue
Fund, sums 1equired for the purposes of this Act out of moncys suthor-
iced under the Prospectors’ Grub-stake Act up to the thirty-first day of
Maich, 1975, and thacafter out of moneys mathorized by an Act of the
1.cgislature to be paid and upplied for such purposes. 1974, c. 68, 5. 9.

10. The Piospectors’ Grub-steke Act is repealed. 1974, ¢. 68,5, 10.

11. (1) This Act, cxcepting this section und the title, coines info
force on a date 1o be fixed by the Licutenant-Governor by his Proclama-
mation, and he may fix diffeient dates for the coming into force of the
several provisions.

(2) This scction and the title come into force on Royal Assent,
1974, c. 68, s. 11.

Piiried by K. M MacDoxan, Printer 1o the Queen’s Most Tavellent M.ajesty
in1icheof the Province of iivivh Colunnhia.
174

3748-3

145



romn
ool

®aey

1.

Certified correct as passed Third Reading on the 3rd day of June,
1976. E. GEORGE MacMINN, Law Clerk.

HON. MINISTER OF MINES AND

PETROLEUM RESOURCES.
BILL

No. 21) [1976
Prospectors Assistance Amendment Act, 1976

HER MAIJESTY, by and with the advice and consent of the Legislative
Assembly of the Province of British Columbia, enacts as follows:

Section 6 (b) and (c) of the Prospectors Assistance Act is repealed.

This Act comes into force on a day to be fixed by Proclamation.

Printed by K. M. MacDonaLp, Printer ta the Queen’s Most Excellent Majesty
in right of the Province of British Columbia.
1976
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Abpendix D

O

Tote Tradl contibutions are [inanced snd administcred by ihe applicable
3 terestorinl governmens. Amounts may be up 1o 505 of the cost of cone
struction but shali not exceed $20,000.

00

-~ .
mmcr \Om . : Location R
Om ’Um The location of the Trail must be approved by the appeopriate Teer
torial Commissioner,
- HOW TO APPLY
Apphication forms lor Tote Teail assistance are available [rom:
Commissioner of the Commissioner of the Yukon,
. Northwest Teeritories, Thitehorse,
AOI.w.J“UwG . Yellowknife, : or ’ Yukon Terriiory
COLI=SnGTInG N.W.T.

had ol -
knitizl aceess roxds .
INTRODUCTION TO THE NEY NORTHERN ROADS POLICY b
low <tandard roads designed to provide accees to a fesource Project
*hich is tn the expioration or deveiopment stage. This ceiegory, hows
. ever, iv antended f[ar cascs where, because of length, terrain or dilficuicty
of construction, roral cost 1s auch that tiie maximum permissible conirje
bution undsr the tore road category would be incufficient.

Neat 10 human effort and siii, transportation s often selerred 1o as the key to ae-
veiopment [or any arca. Therelore, and 0 line wuth s responsidiisties 10 Canada’s
aosh, the Depanaent of inwian Affans and Nosthern Deveinpment has embarked on a
ten-year Nortncrn Roads Neiwork Program’™ designed 1o faciliiate resource deveiopment
and communications in the Yukon and Northwest Terrtonics, MINTUN DESIRADLE ROAD STANDARDS

Ay teaousce roads bunit under tne program come unacr one of the loliosing classifi- 4d M DR h

entinas; Vote b

o lnal Access Roadds: Permanent Access Roud

,Resource Deveiope

At of Yidih of Rrede
nent Roa and Arca Deveiopment koads, O these roads, the Resource and Area cow:.mv: . Bk of Travelled Shoulders  Dyidae -.A.yb Matimum  Mitimwa
Descinpaens doads aze financed complescly by the federai government. cvign Speed®  Right of way  Surtace (esch)  Devga  lleight  Crodiemt Cuwvarwe
in tuc cost-sharing catcgory and ucsenbed n this folder are: Tote Trails, Iniial 25 m.p.h. 50" 12" min, ml H20-516 1’ & 1243 35
Acccss Roads; and Permancal Accexs Roads. Cost-sharing agrecnicnis are aot zesuicied with 14’ 6
to induniey iavaived in the development and cxiraction of resources such as hard-roch tutnouts

minceais, petrolewn and natural pas. Sawmilis, tounst indges, canneries, of any in-
dustry shich wul 3dd to the growth and development of the terruories may be eligible

A : ; Parucuiar sections of 10ad may be built 10 les<er siandards <here difficuls terrain
fot {ederai roadbunding assistance. makes strict adherence to staicd siandards excessively costiy.

“Desirable design speed iv aot related to minimum standards shown.

2ole (enriIs -
COST-SHARING TEQMS

are .

The amount of lederal assisrance will not exceed 50% of actuar road
cosi, or $% of tiiec Company’s expenditure on exploration of deveiopment
of the projeet, The maximum yearly contribution is iimited to $100,000
i the project is exploratory in nature and $500,000 if the project is prie
manly development.

i - i.oconion
Minimum Desirabie Rond Standardse

low eiandard roads designed to (rovide access (o a rerource project
shich 1e an the exploration or development stage, Winter toads are ine
cluded in this category. '

Tac location of the Inuial Access Road must be approved by the

Tete Trniie may be constructed to whatcver ntandard that will provide Minisser of Indian Alfairs and Northera Developmens.

i { .
. suitabie scceas 1o the propeny 110% TO APPLY

147



BICoseas

higher st1andard roads designcd to provide permencnt nccess from an
esisung permanent 10ad 1o & resGurce project which has been brought ro
the pre-productiva-production siage.

MINIMUM DESIRABLE ROAD STANDARDS

S.dih of Bridge
Desiradle 8idih of Travelled Suvallers Bridge %ilith & Maximum  Maximum
Deaigh Spce Rightof say  Surface  {cach)  Design Herghit  Gradieat  Curvature
$0 m.p.h. 100 18- 3 1120-516 24" & 1 20°
la* &+

*Desiradle design speed is not relased to minimum standards showa.

*P18 widih shou!d be considered as adsolute minimum ay any lesser width would be

dangeruas when neavy duty trucks meet.

Patugular sections of road may be built 1o lesser standards where Jifficult terrain
oaics sinict sdverence (o stared standurds excessively condly.

COST-SHARING TERMS

» federal conuibution of up 10 2/3 of

authorize .
The Depanment may ~ of acteal capital invested

ion but not cxceading 15

Hucl . .
the cost ol coneit cment of commercial production orex

vy the Company paof 10 commenc

tesser
i Richever 15 the leuser,
plotation, of §10,000 per miic,

oad must be approved by the

LOCATION

The locant
Minsrer of Indian All

on of the Permancnt Access R
airs and Nerihera Develvpment.
1HOS TO APPLY y
financial
tLication forms fos . )
N vailable from: Dircctor, Northern Econcmic 02135.“.%0
wp:uv: uq.un _v.”.n.an.: of tadian Affairs and Noahern Development,
Beanch, Ve o

i GLaAtic
Laurier Ave., Yooty Ouasws, O '

assistance for Permancas Access

Genernl Information
SURFACE RIGNY'S
A ledeeal conuibotion will be male only towurd the construstion of
roads shose right-ulenay is veated in the Crown, The Company mahig
applivation for assistunce shu!! secure for the Crown, all surface rights
reguited for the cntire right-oleway of the road.

PUBLIC USE
Public wse nust not be reatricied by virtwe of pare or parcs of the
toad being wader private junisdiction, All rouds on Cruwa

nd vur thuse
shave sarlace righis huve been relinquistied to the Crown in the Territor

ey temain public ads notmaihatandiay contributions which may be made
19 their consuruction and maintenance by private companics or individuals.

NOTE.
The Department of Indian Affiirs snd Norihetn Development or the applis

Moy Aa L INFURKMATION (cont'd)

Shether the opzrations or Proposcd operations are in she Antueal

resource developrient, tourint facihity, or secundary

¢ ' indusiry category, all
applicants are required (o supply

the Deparunent with (he ?..:c-;aw in
suppare of their anpl-cation,

1 o N
(A) Description of extstng of proposed operations

(1) Topographic map 4 mi'es 1o the inch) showing proposcd road in

i
TEIALON €0 nearest existing permanent road, a.esieip or hardour,

(C

» .
Proof of ownership or lease of he property on which the operations

are 10 be carned out or are being carred our, (Als0 note 'Surface
Raglins '),

(D) A statcimeat on the companies’ financia! background,

SEE NEXT 2 PAGES FOR ADDITIONAL IN

FORMATION NEEDED FROM
SPECIFIC INDUSTRIES,

INDUSTRIAL, TOURIST AND RECREAT!ION ENTERPRISES SUCH AS

HUNTING AND FISHING CAVPS NCED TO SUPPLY:
(2) Markeuing plan

(d) Feasibitay repont
(¢) Numbder of people employed
or expecicd 10 he emp'oyed

(d) Eapeceed yearly production (in do

rs)

LOGGING AND SARMILL OPERATIONS

(a) Map showing merchaniable volumes
aysiem

by operauing areas and road

(b) Anaual cut i.e., pulpwood, logs, mi

ing timber, poles, piling and
fires0od
(c) Marketing plan '

(@) Feasidiluty report.

MINERALS, OIL AND CAS

(a) Estimare of future n-v_m:-.o.« expenditures in the arca
(%) Prescat number of emplovees on the project (*)

(€} Ustinted elfecr of a road in cost reduction and possible increase in
the hifc of ihe project (*)

1d) Esuimaie of o!, gas, or ore rescevey
(¢) Faumated rate and cost of produciion {*)

(N Towal expenditures 10 be made 10 put mine, oil or gasfic!d in products
1on iacluding exploration costs ()
(g) Feasibiliy repon '

{*} Where appticadle
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D FINITION OF TERYS

1. “Resources '’ include minerals, vatuable stone, coal, oil and gas, forests, fiah fur
hearing amimaly aradle toad, tand surface, water and the uac ol such narurally vecuete

iag substances or phonamena far feCrewnion (Tuufism) ur commercs,

2. "Expluraniua Stage'’ meaas that stage duning which a search s beag condecied for

oae or more spectfic natural resosrces winh a view Lo eventua! Jeiclopmeat and ex-

ploitatiun and ends once the ovcustenve of n specific resource haa been extab ahud

“.
“

"Developaicat Stage'’ means that stage commencing when a spectfic antural readutce
is discovered or fuund 10 ovcur in a particular vicinity and durtag which asseasment
sorh must be carricd out 10 determine the size of the resource, and ends when a

decision h

been made to install facilities for production or exploitation,

4. ""Pre-Production and Produciion™ means that siage which commences once a decision
has been reached 1o install the facilities required 10 praduce or cxploit a specific
resource and continues for the Life of the proect,

S, “"Public Road'” s a road the titde to which is vested ia the Crown and which the
public 1s legally entitled 10 use.

6. “"Consiruction’ is the plaaning, surveying, Jesign, preparation and processing of
contract specifications, supervision, construction and other refated sorh on (i) each
new, refocated, or teconsizucted road, including all necessary structures and lacili
ti€s, and (i1) replacement of structures or {aciliies on an existing road a1 a 7;:2
siaadard.

XN

7. “Maintcnance'® is the preserviag and keeping of cach road, structure and other faciti-

1v vontained within the dewignated righi-of-way Ay nearly as possibic 1o 11s constructe
d design standard or as subsequeatly improved and such addinong! work as s
nccossary 1o keep tralfic moving safely, dut not includiag deviation from iy orig.nal
design stambards such as relocation of grade or nght-of-nay or cepacement of sty

wre or fucility 1o a higher desiga standurd, ““Maiatenaace™ 13 deemed 10 commnence
at such time after consruction hus heen completed and the contracior has tueacd 1he
road over to the comracting government, as the road or uny pare thereo! in officially

opencd for public use.

8. “Minister”

9. **Ye

means the Minister of Indian Affairs and Northern Development.

** means the fiscal year ending on the 31s¢ of March.

(6]
Anfurmauen Canada
Qnawa, 1970

€aT, MU, N2aT
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AEDenql.x I

RESOURCE AIRPORTS IN THE YUKON AND
NORTHWEST TERRITORIES

INTRODUCTION

The following policy governing Resouwrce Airports in the Yukon and
Northwest Territories was created to cucourage and assist eaploration and
development and was announced in 1966 by the Minister of Indian Affairs

and Northern Development.
Definitions, financing and cost-sharing information, construction,

maintenance and operation of these airports are listed and described in the

following pages.

DEFINITIONS

FIRANCING &
COST-SHARING

EXPLORATORY
AIRPORTS

PREPRODUCTION
AIRPORTS

Resource Airports are divided into two categories:

1) EXPLORATORY AIRPORTS
These are built to assist initial exploratory work orto assist in loca-

‘

ting mincral or other natural resources.

2) PREPRODUCTION AIRPORTS
These are built toassist in the preproduction or early production phases
of resource exploilation and are constructed to a higher standard than

Exploratory Airports.

Cost-sharing agreements may be made between the Government of Canada
and a natural resouirce development company, a private tourist orreciea-
tional enterprise or an established air carrier.

Federal government assistance is available 1o defray fifty per cent of the
cost of an exploratory airport up to a maximum fedecral expenditure of
$20,000. Where the full cost of such an airport exceeds $40,000, the
private cost-sharing interest will bear the full cost in excess of this

amount.

Fedcral government assistance is available to defray fifty per cent of the
cost of a preproduction airport up to a maximum federal expenditure of
$100,000 per airport. The private company will contribute the balance and
will bear fully any airport construction cost exceeding $200,000.

Work done by the private company prior to entry into a cost-sharing agree-
ment may sometimes be accepted for cost-sharing purposes, but only if the
initial application for assistance is received by the Department of Indian
Affairs and Northern Development before the work is started, and then only
if the work qualifies for assistance under the conditions prescribed in the

subsequent agreement.
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CONSTRUCTION
STANDAKDS

CORSTRUCTION AND
MAINTENANRCE
RESPONSIBILITIES

PROYISION IFOR
PUBLIC USE

APPILLICATION FOR
ASSISTANCE

Both catepories of airports are 10 be built 10 the standiids consideied
adeguate by the Depantment of Transpost for the anponts® intended use.

The private company has the responsibility for construction, maintenance,

and ojration of the airport in cither catepory,

Airports constructed under this policy are to he availalile for pulilic uee at
all rcasonable times, They are 1o be builtin arcas where the suface rights
tothe land are held by the federal government, Under certain ciicumstances,
landing fees (1o help defray atiport maintenance costs) may be charged by
the company opciating the aliport. Approval must be obtained fiom the
Department of Indian Affairs and Northern Development before lauding fees

can be charged.

It is the policy of the Department of Indian Affairs and Northern Develop-
ment to negotiate only with e single company or agency in regard 1o cost-
sharing for a Resouice Airport. If more than one coinpany or agency is in-
volved, it is suggested that they form a single syndicate or agerncy to

deal with the Depariment,

Requests for furtherinformation andapplication forms for Resource Airports
Construction Assistance should be made 1o the Diivctor, Bevelopment
Branch, Departinentof Indian Affairs and Northern Development, 400 Laurier
Avenve West, Ottawa 4, Ontario.

TIHE QUEFN'S PRINTER
O TAWA, 1459

Cainlogue No.o H2-20048
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Appendix F

Office of Minerals Exploration

U.S. Geological Survey

Public Law 85-701
85th Congress, S, 3817
August 21, 1958

AN ACT 72 Stet, 700,

To provide n pnozram for the discovery of the uinernl vescreves of the United
Sugtes, Hx Tervitovies, wnd  possesslons by coconrnging exploration for
minerals, nnd fur olhier purposes,

Be it enacted by the Senute und House of Repiesantatives of the
United States of Amevica in Congress assembled, That it is declared
to be the policy of the Congress to stimulate exploration for minernls
within the United States, its ‘Territories and possessions.

Seenon 10 The Secretary of the Intevior is hereby anthorized and
directed, in order to provide far discovery of additional domestic
mineral reserves, to estublish and maintain o program for exploration
by private iuduslrf within the United States, its Tervitories and
possessions for such minerals, excluding organie fuels, as he shall
from tilne to time designate, and to provide Federal financial assist-
ance on a participating basis for that purpose. :

Sec. 2. Jn) In order to carry sut the purposes of this Act, and sub-
ject to the provisions of this section, the Secretary is authorized to
enter into exploration contracts with individuals, partnerships, cor-
porations, or other legal entities which shall provide for snch Federal
financial participation as he deems in the national interest. Such con-
tracts sh:nh contain terms and conditions as the Sceretury deeins neces-
sury and appropriate, including terms und conditions for the vepay-
ment of the Federal funds miade available under any contract tugether
with interest thereon, as woroyalty on the value of the production from
the area described in the contract. Interest shall be ealeulated from
the dute of the loan, Such interest shall be at rates which (1) are not
Jess than the rates of interest which the Secretary of the Treasury
shall determine the Department of the Interior would have to pay if
it borrowed such funds from the Treasury of the United States, taking
into consideration current average Yields on outstunding marketable
obligations of the United States with maturities comparable to the
terms of the particnku contracts involved atd (2) plas 2 \)cr centum

ser nunwm in Heu of recovering the cost of administering the puiticu-
}ur contracts,

(b) Royalty paynients received under paosgrraph (1) of this section
shall be covered nto the niscelancous receipts of the Treasary,

(¢} When in the opinon of the Seeretmy an auadysis and evalua-
tion of the results of lkw exploration project diselove that mineral pro-
duction frem the area covered by the contraet may be possible he
shall so certify within the tume specitied in the contract.  Upon cer-
tification, payment of royalties sin)llw i clarge against production
for the fll]‘ period specified in the contract ar until the obligation has
bieen discharged, but in no event shall such royalty payments continue
fora period of morve than twenty-five years from the date of contract,
When the Secretary determines not (o certify he shall promptly notify
the controetor. When the Secretary decms it necessavy and in the
public intevest, he may enter into royalty agreements to provide for
royalty payments in the same nunner as though the project had been
certified.

(1) No provision of this Act, nor any rule or vegulation which may
be issued by the Secretary sludl be construed to require any produe-
tion from l“l(' wren desceribed in the contract,

(¢) ‘The Secrctary shall establish and promulgate such roles und
regutations as nmy be necessary to carry out the pin poses of this Aet:
Drovided, howerver, Thit hie may modify and adjopst the ters and
conditions of any contyact to reduce the amaunt and term of any
voyalty puyment when he shull determine that such action is necessary
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vpxploretion.”

12 Stat. 701,

Pub, lL.aw 85-701 -2- August 21, 1958

and in the public interest: Provided further, That no such single
contract shall nuthorize Governmwent participation in excess of $250,-
000,

(f) No funds shall be made available under this Act unless the
appheant shall furnish evidence that funds from commercial sourees
are unavaitable ot ressomuble terins,

Sec. 3. As used v this Act, the term “exploration” means the search
for new or unexploved deposits of mineruls, including reluted develop-
ment work, witllxiu the United States, its Territories and possessions
whether conducted from the surface or underground, using recognized
and souud procedures including stendard geophysicul and geocliemi-
cal methods for obtaining mineralogical und geological information.

Advisory services. St 4. Departinents nnd agencies of the Government are hereby

Reports to
Congress and
President,

Appropriation,

authorized to advise aud asiist the Secretary of the Interior, upon
his request, in currying out the provisions of this Act and muy ex-
pend J\eir funds for such purposes, with or without reimbursement,
in accordiunce with such agreeinents as may be necessary.

Sec. 5. The Secretary of the Interior is authorized and directed
to present to the Congress, through the President, on March 1 and
September 1 of each year, a report coutaining a review and evaluation
of the operations of the programs authorized in this Act, together
with his recommendations vegarding the need for the continuation
of the progrums and such amendments to this Act as he deems to
be desiruable.

Sec. 6. There are hereby wnthorized to be uppropriated, from any
funds in the Treasury not otherwise spproprinted, such sumis s may
be necessary to carry out the provisions of tsnis Act.

Approved August 21, 1958,
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Title 30—MINERAL RESOURCES

Chapter ll—Geological Survey,
Department of the Interior

PART 229--REGULATIONS FOR OB
TAINING FEDIRAL ASSISTANCE IN
FINANCING [XPLORATIONS FOR
MINERAL RESEZVES, EXCLUDING

ORGANIC FUELS, IN THE UNITCD
STATES, ITS TERRITORIES AND POS.
SESSIONS

These regulotions ore raproduced from the follew
Ing Federo! Register documents;

F.R. Doc. 65-2294; Filed, Mar. 4, 1943,
8:46 o.m.)
[F.R. Doc. 64-7220; Filed, June 30, 1944,
8:46 a.m.)
{F.R. Doc. 67-10824; Filed, Sepr. 11, 1947,
8:48 a.m.)
OGNERAL MROVISIONS
Sec.
2290 Purpose.
229.2  Definitions.
229.3  Riigible minercls or minerel preducts.
229.4  Operotor’s property rights.
APPLICATIONS
229.3  Porm wad Riing.
229.6  infermotion roquired.
229.7  Criterlo,
229.8  Approvol.
DPOATION CONTRACTS
222.9  Government participation.
229.10  Allowoble costs.
220.11  Repoyment by the operoter.
229.12  interest on amount af Governmant perticipation.
329.13 Llimbotion on the amount of Gevernment porti-
cipation,
229.14  Government not abligated to buy.
22015 Title to and dispestion of property.

AUTHORITY: The provisions of this Pert 229 issved under
e, 2{e), 72 Stor. 700; 30 U.S.C. 642e).

GENERAL PROVISIONS
229.1  Purpose.

The regulations in this port govern the obtaining
of Federal finenciol cssistance in conducting ex-
ploration for mineral reserves, excluding orgonic
fuels, in the United Stotes, its lerritories or posses-
sions.

229.2 Definitions.

As used in this part: )

{o) "‘Explorotion’' means the search, including
teloted development work, for new or unexplored
minerol deposits within o specified orea or porcel
of ground where geologic conditions favar ther
occurrence. Explorotion using recognized and
sound procedures, including standord geophysical
ond goochemical mathods, moy be canductad from
the sutfoce or underground to obtain periinent
geolegicol and mineralogicol information. The work
shall not go beyond o reasonobie delineahon end
sampling of o mineral depeuit, and shali not be
conducled ptimarnly for mining or preporation for
mining.

(b} "Operotor'’” means an individual partnen
ship, corporatian, or other legal entity that is porly
%o on explorotion controct with the Government.

(c) ""Secretary’’ means the Secretory ef the
laterior, or his authorized repretentatve,

{d) “Goveinment’” ard "‘Federsl’’ means the
United Stotes of America.

(o) “"Commercial soutces’ macns bankiag instl-
Ntions of other privete seurces of credit,

229.3 Eligible minercls or minersl products.

(o} The following ore eligible for Goverament
financiol assisiance of 50 percent of the aliowoble
costs of exploration:

Asbastos. Kyonite (sirategic).
Bauxite. Mangonese.
Beryltium, Mica (strategic).
Coadmium, Molybdenum,
Chromite. Monazite.
Cobalt, Nickel,
Columbium, Quartz Cryskal (pie-
Copper. zoelectric).
Corundum, Rore Eartha.
Diomond {indus- Selenium,

triol). Sulphur.
Muorspor. Tolc {block steatite).
Grophite {crucible  Tellurium.

floke). Thorium.
fron Ore, Uranium.

(b) The following are eligible for Government
finonciol ossisionce of 75 percent of the allowable
costs of exploration:

Antimony. Rutile.
Bamuth, Silver.
Gold. Tomtalum,
Mercury. Tin,
Platinum Group

Metals.

(¢} Combinotions of the minercls or mineral
products nomed in paragrephs (a) ond (b) of this
section moy be eligible fer Government finonciol
assistonce of 62.5 percent of the ollowoble costs
of exploration.

229.4 Operator's property rights.

The operator must have ond preserve the right
to possession of the lond {os owner, lessee, or
otherwite) far o tarm ot leost sufficient to complete
the exploration work. (See 229.11(f) rogarding
repayment.}) The operotar sholl devole the lond and
oll existing improvements, focilities, buildings, in-
stallotions, ond appurtenances necessary lo the
purposes of the explorotion.

APPLICATIONS

229.5 Form and filing.

An opplication for Federal financial ossistance
must be submitted in duplicate on forms which moy
be obtoined from and filcd with either:

Office of Ainerols Explorotion

Geological Survey,

Department of the lnterior,

Washingron, 0.C. 20242
or Hcld.OHi:eu, Office of Minsrals t:p‘oro'ion.
Geelogicol Survey.
and their Post Office oddrestes ore o3 follows

The regions which they serve

Region ! Idaho, Mantano, Orepon, and Woikinglon——
Room 654, West 920 Riversids Avenue, Spokone, Wash-
Ington 99201,

Regian li. Alosko, Colitarnia, Howan, and Nevedo—
Buliding 2, 343 Middiefield Rood, Menle Pork, Cohilorma
94028,

Region illi Ararona, Colorodo, Kansos, Nebrusha, Hew
Maxlca, North Daketa, Ollahemo, South Daboro, Teros,
Utoh, ond Wyoming—buitding 25, FatierpleCter, Denver,
Celorodo 80223, 154

Region 1Y) Alobomo, Arkanias, Connscticur, Delownre,
Tionda, Georgra, llinon, Indiana, lowa, Kentucky, Launione,
Maine, Moaryland, Maricchusetts, M.chigon, Minnetola,
Mississippi, Mirtauri, New Hompihirs, New Jersey, Now
York, North Caraling, Ohio, Penniylvonia, Rhods Isiand,
South Carcling, Teanessee, Yermont, Vieginie, Weut Virginia,
ond Wisconsn—Room 11, Past Office Building, Knaxwiile,
Toansssse 17902,

229.6

{a) Eoch opplicotion shall fully describe the
proposed exploration, and shall include all deta:ied
doto colled for by the applicotion form. The Sac-
eotary moy require the filing of additional infor-

information required.

mation, including finoncial stataments, reports,
maps, or charl;, and exhibits ond such physical
on-site examinations os he deems necessary,

{b) The cpplication must include evidence thot
funds for the exploration work are vnavoiloble on
reosonable terms from cammaerciol sources. The
evidence sholl include informetion as to the com-
mercial sources to which appiicotions were made,
the omounts requested, and the reasans why loons
were not obtained.

(¢} The application must include o certification
by the opplicont that he would not normally under-
fake the exploration of his sole nxpar.ue under
current conditions or circumstances.

229.7 Criterio.

The following factors will be censidered ond
weighed in possing upan opplications: .

(e) The geologic probability of a significont

discovery being made.

{b) The estimoted cost of the explorotion in
relotion to the size ond grade of the potential
depestit.

(¢} The plon and method of conducting the
exploration,

(d) The accesnibility of the project ares.

(e} The bockyround ond opercting experience
of the opplicant.

{f) The opplicont's title or right to possession of
the property.

229.8 Approval.

if the opplicotion is opproved, the Government
may eater into on explorotion contract with the
opplicont upon terms and conditions which the Sec-
refory deems nocessary and appropriote os set forvh
in the contract form furnished by the Government.

EXPLORATION CONTRACTS
229.9 Government parlicipotion.

The Government will contribute not more then
the percent of the totol allowuble coits of exploro-
tion which is specified in cach erpiorotion project
coniract. The perceni spacified in coch conlroct
will dopend upon the minercls or minerol products
sought ond the Government conlnbytion provided
by 229.3 of the time the controct is made.
229.10 Allowoble costs.

(o) The Government, lo the extant provided in
the explotation contract, will coninilivie to:

(1) The necessary, recsonable, und direct actuol
costs of perfarming the exploration, incivding the
costs ofs Labor, supervision, and outside consultonts:



operoting matenals, supphes, and equipment, inihal
rehabilitohon or rapau of existing bulldings, nstal-
lokans, fitures, ond operoting equipment, con-
sheuction of busidings, fixed improvements, ond in-
slollations; repairs and mointenonce of operanng
equipment, analyticol work, atcounhing, poyroll
ond sules taxes, ond employers’ liobility or em-
playessy’ conpansation insutonce; poyments by the
operutor 12 indepsn innt contracton; ond such other

ecessory, reosonoble, and direct octual costs os
may be upproved by tha Goverament! in the course
of work; ond

{2j The fixed unit costs agreed upon by the
operator and the Government in terms of units of
work to be performed (par foot of drifting, per foot
of dnliing, otc.}) in liev of octuol costs.

(b} The Governmen! will not contribute to costs
incurrcd bafore the dots of the controct, or to cosls
of or incident lo:

{1} Acquiting, owning or poisessing land with
ony axnnng improvements, focilities, buildings, in-
stoliotions, ond appurtenonces, or the deprociotion
ond depletion thereof;

l.Z‘i Generol overheod, corporote mancgement,
interest ond taxes (other than poyroll ond sales
foxes);

{3) Insuronce {other thon employers’ liobility or
employres’ compensolion insuronce); ond

{41 Daomoges to persons or praperty {other thon
outhorized repoir to or replocement of equipmen!
or ater property used in the work).

229.1

(o) If the Secretory considers that o3 o result of

Repoyment by the aperator.

the explorotion, minerol or metol production from
the arco covered by the contract moy be possible,
he sholl 30 certify in writing to the operctor within
the time specified in the controct.

(b) When the Secretory determines not to cenify,
he sholl promptly so notify the operotor pravided
the operotor has completed oll obligations under
the controct.

{c) The operator sholt poy the Government o
royalty an oll minerals or metals produced from the
land descnbed in the controct ond ony other royolty
as moy be provided therein:

(1) lrrespective of ony cerificohon of possible
production — from the dote of the contract 1o the
dole of natice thot certificotion will not be mode,
or until the totol amount cantributed by the Govem.
ment vath inferest 13 fully repoid, whichever occuns
first; or

{2) Incspective of ony certification of pessible
production —if the Secretory, deeming it necessory
ond in the public interest, enters Into on ogreoment
to previde for royalty poyments,

(3} W a cemifcation of possible pfodudi.on is
issued-—for o pertod of ten yeors (or other period
fixd Ly the contract not exceeding 25 yeors) from
the .late of the coniroct, of untl the total omount
cor buled by the Governmaent, with interest, 1 fuliy
rep nd, s hichover occurs first.

{d) The Government's royulty shall ba 5 percent
of the "gross proceeds’” {including ony bonusas,
premiums, ollowances, or oiher benelits) from the
production sold, in the form sold (ore, cuncentrate,
metal, ar equivalent) ot the point of delivery (the
f.0.L. point) sxcept, that charget of the buyer {not
the opserator or producer) onsing in tho reguiar
caurse of his business, ond shown on the buyer's
settlomont shoets as deductions (1uch o3 trootment
processes performed by the buyer, sompling and
oisaying to determine tha value of the produchion
wld, ond freight payable by the Luyar to o carrnr
{not the operotor or producer)) sholl bs ollowad os
deductions in ofniving ot the ‘"grois proceeds’™ os
that term iy used in this section. No costs of the
operator or preducers ore deductible in orriving ot
the ‘'‘gross proceads' o3 thot term 1s used in this
sechion. The term "'reotment processes’’ o3 used
in this poragroph meons those processes (such os
milling, concentroting, sraelting, refining, of equiv-
olent} opplied to the cruds ore or other production
ofter it is extrocted from the gwuﬁd to put it into
a cammerciclly marketoble form, excluding fobri-
cating or monufacturing.

(e) If ony production (ore, concentrate, metal, or
equivolent) remoins unsold ar is not used by the
operator or producer ia integreled manufacturing
or fabvicéling oparations {far instance, if it is stock.
piled} ofter the lopte of six mornths from the dale
it is extrocted from the ground, the Governatent, of
its option, moy require the curi; ot 'rion end pay-
ment of its royolty on the velue of such production
in the form (ore, cancentio’e, metal, or equivalent)
it is in ot the time the Governmenrt olacts to exercise
its option. If any production is used by the operctor
or producer in integra‘sd monuvfacluring or fabri.
cating operotions, the Government's royolty on such
production sholl be computed on the "*volue' thereof
in the form in which ond ot the tims when it is used.

“Volue'' a3 used in this section meons whot is or
would be gross income from mining operations for
percenioge depletion pu-poses in Federol income
tox dutermination, or the morket valuz, whichever
is greoter.

{f) {)) Yo secure the poyment of the Govern-
menti rayolty, the contrart shoil provide for a lien
upon the operator’s interost in tha lond, vpon ony
production from the lonc, ond upon ony interests
in the lond other than the cperator s interest. How-
ever, the Sccretary moy occept the yndertaking of
o surety compony or thud person in hev of o hen
upon interesls in the lond other than the operotor’s
interest.  In circumstunces where the Secrelory
deems it 1o be in the pullic interest, the require-

ment for o lien or other undertaluing concerning

interests n lond, other than the hen upon the
operolor’s inteiest, moy bLe omited from the
Contract.

(2) tf the operotor is not the producer (for
example, if the operator transfers or does nat reton
his interest in produchan or in the land), the operotor
sholl remain hoble for the paymant of the Govern-
ment’s royolty.

¢
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{0) W. in any particular case, the Secretary finds
thot it would be more econumical or procticoble
12 compute the Govarnmant’s royalty upon some
bosis other than "‘qross proceeds’™™ or “'value’', o
thase lerms are used in thit section, or upon the
production in some form othar thun thot 1n which
it is sold, hald, or vsed in integeoted operationt,
ho muy ogree with the aporator, eithee in the original
exploration contrect or by on omendment thereof,
upon some othor bosis of campuiation.

(h) Nothing in this port sholi be consttved o
imposing ony obligation on the operotor la erigogs
in ony mining or production operotions.

(i) The Secretory moy modify ond adjust the
terms ond conditions af ony contract to reduce the
amount and terms of any royolty payment whan he
sholl determino thot such oction is necessary ond
in the public intarest.

22912
porticipotion.

Interest on omount of Gevernment

(a) Simple interest is colculotod from the firt
doy of the month following the dates Fsderal fumds
are mode ovailoble until the period specified for
royolty poyments expires or until the omount of
Fodarol funds contributed, including interest, is fully
repoid, whichever occurs first.

(b} The rote of inferest shotl be fixed by the
Secretary ol not less thon the rate the Department
of the Interior would be required to pay if it bor-
rowed from the Treosury, plus o two percant interest
charge in liev of the octual cost to the Government
of administering the contract.

(c) Porogrophs {o) and (b)wf this section sholl
not bs construed 1o increase the rate of royalty
or to oxtend the paiiod for which the royolty is poy-
oble os set forth in 229.11.

229.13

Limitation on the amount of Gevernment
porticipation. ’

No single controct shat! cutharize Government
porticipation in excess of $250,000.
229.14

Nothing in this porf or in ony contract entered

Government not obligated 1o buy.

into pursuant to this part shall be constived os
imposing any abligotion on the Covernment la pur-
choso ony motenals mined or produced from the
land which is the subjact of such contract.

229.135

Facilihes, buildings, fixtures, equipment, or other

Title to ond disposition of praparty.

tems or g;oups of items {such os pipe, rail, ste=l,
elc.), costing more thon $50 00 each, puid for o
putchosed with funds contrnbuted jointly by the
operotar ond the Government, olthough title may
be token in the name of the operator, sthall belong
to the operotor ond the Goverament jointly, in
propottion 10 thetr respactive contributions 1o the
extant set forth 1n the cuntract.
contract shall make suitable provisians olio for theje
duposul for the joint occount of the operator ond
the Governmant.

INT: 82=171

The explorotion .



Diemond Drilling

holes, average depth , total depth
of feet per shift ’ shifts per day,
Time required months,

1. Independent Contracts

Mobilization and demobilization

Diamond drilling core
ft., 0 to ft., at
at $ /£t $
ft, to ft.,
at £ /ft,
ft., to ft.,
at $ /ft.

ft. reaming and casing

at $ /tt.

hrs. cementing and redrilling
at $ /nr.,
hrs, surveying at $ /nr.

e pertreraan.

hrs. standby time at § /hr.

2, Labor and Supervision

drillers at $ /shift
times shifts
helpers at $ /shift

times shifts

At feet of drilling

156

Estimated number
days per month.

/ft.



3. Operating Materials and Supplies

At

4, Operating Equipment

Owned by Applicant

At

To Be Purchased

Value

Cost

157

$

feet of drilling

Allowed
DeErec.Zmo.

$

—

months drilling

Less 50%
No Salvagg

$

/tt.



3

Monthly
To Be Rented Rental
$

At mos, $

Divide by feet of drilling

5 and 6,

7. Miscellaneous

wooden-cardboard core boxes

at $ /ea., $
Geologist (what part) mo.

| at /mo.,

Assays

determinations for
at $ ea,

determinations for
at $ ea,

B e ——
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None

/e,



Level or Diamond Drill Station

Hoist station
ft. long x ft. wvide x ft. high = cu. ft.
Rope raise and bucket dump

ft. long x ft. vide x ft. high = cu, ft,

Dump pocket .
ft. long x £t. vide x ft. high = cu, ft.

Total cu, ft,.

Estimated time required to cut station, etc,, and install timber,
shifts, or mos.

l. Independent Contracts

2, Labor and Supervision

miners at $ [shift x shifts $
helper-trammer at $ [shift x
shifts
Total ]
FICA and other insurance %
Total Labor and Supervision $
At cu, f‘t. $ /(.‘u Oft'

3. Operating Materials and Supplies

. b,f. timber at $ /M 4
Plus 4 for wedges, blocks, etc,
1lbs. powder at $ /1b.
caps (if electric to
delay) at ea,
: gal, diesel fuel at $ /gal.
0il end grease % of fuel

At cu, ft. $ ° Jeu.rt
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k., Operating Equipment

Monthly allowed

Owned by Applicant Value deprec, at 1/60
$ $
Total times months $
To Be Purchased Cost Less 50%
fost No Salvage
$ $
$
Monthly
To Be Rented Rental
$
T
Total times months $
Total cost Operating Equipment
at cu, ft. $ /cu.ft,
5 and 6, None
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Timbering

Estimated % of drift will require timber, feet of timber
vwill require standard drift sete, One shift will stand, block,
and lag sets, or feet, Time required, shifts, At

shifts per month, total time required months,

1. Independent Contracts

ft, at $ /e, $

2. Labor and Supervision

miners at $ /shift $ .
‘helper-trammer at § /shift

$
FICA and other insurance at %
At feet per shift $ /tt.
3. Operating Materials and Supplies
posts,
" x " x ' = B.T.
caps, .
" x " x ' = b.tT,
collar braces,
" x " x ' = v.f.
_____ lagging,
"x . "x 1 = b, P,
b.f.
At $ /M.t $
Plus 9 for blocks, wedges, etc, $
At feet of timber $ /ft.
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Operating Equipment

Present Alloved Monthly
Owned by Applicant Fair Value Deprec. at 1/60
$ $
$
At months $
less 50%
To Be Purchased Cost No Salvage
$ $
$
Monthly
To Be Rented Rental
$
 —
At months §
Total cost of operating equipment $
At feet of timber $ /tt.
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Drifting

ft., vt x ¢ clear of timber, Estimated rate of advance
rock section.
ft, per shift, shifts per day, days per month,

months required, _ holes per -ft. round,

1, Independent Contracts

2. Labor and Supervision (per shift)

miners at $ /shift = $
1 helper-trammer operator at
$ /shift =
1 hoistman, (what part) shift

at § 7shift =

1 engineer-supervisor, (what
part) mo. at $ mo, =

FICA and other insurance %
Total cost/shift $

At feet/shift $

3, Operating Materials and Supplies (per -foot round)

lbs, powder at $ /100 1bs, $
caps (if electric, to
delay) at $ ea,

ft.-fuse at 5 ./ft'

-in, water line
w/fittings at $ /ft,
(less 50%--no salvage)
ft. -in, air line w/fittings
at § /ft. (less 50%--no
salvage
ft. -in, water hose
w/fittings at $ /ft.
ft. -in, air hose
w/fittings at $ /ft,
gal, diesel fuel at $ /gal.
gal. gasoline at $ [eal.
oil and grease 9 of fuel
ft. -in, vent line at
$ /Tt. (less 50%--no salvage)
ties at $ ea,
Steel, 1 replaced/300 ft. at
ea,, ft,/round
Bits, 300 ft./bit at $ --
-ft, round
Repair parts, $ /round
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Steel, 1 replaced/300 ft, at $ ea.,

164

ft./round
Bits, 300 ft./vit at $ - -ft.
round
Repair parts, $ /round
Total cost per -ft. round $ or $ /ft.
Operating Equipment
Present fair Allowable Monthly
Owned by Applicant Market Value Depreciation 1/60
$ $
$‘
For mos., $
Less 50%
To Be Purchased Cost No Salvage
$ $
$
Monthly
To Be Rented Rental
$
At mos . $
Total cost of Operating Equipment S
Divide by feet of drive /Tt.



Te

Rehabilitation and Repairs

New Buildings

Miscellaneous

assay determinations for

at $ ea, $
assay determinations for _

at ea,

1 accountant (vhat part) mo.

at $ /mo.
ft. long-hole drilling

“at § /Tt

(sum of 2 through 4 is unit cost for drifting.)
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MME Form 50 UNITED STATES OF AMERICA

July 1965 : DEPARTMENT OF THE INTERIOR
U, 8. GEOLOGICAL SURVEY
EXPLORATION CONTRACT
Tong Form)
Docket No. Commodit: Contract No. County State
oME

It is agreed March 1’)1972 » between the United States of America, acting through the
{mate
Department of the Interior, U. S. Geological Survey, hereinafter called the f‘Government, " and

vhose mailing address is )’
hereinafter celled the "Operstor,” as follows: . :

ARTICLE 1. Authority and secope.--(a) This contract entered into under the authority of Public
Iav 701, 85th Cong., 24 sess. (72 Stat. 700; 30 U.S.C. B 641 - 646), consists of this form, the
attached Annex I (land description), Exhibit A (vork and costs), and the maps and documents listed.
The vork is & search for new or unexplored deposite of the commodity designated above. The Operator

shall begin the work on or before April 30, 1972 | and, subject to the provisions of Article §
(Date)

and Exhibit A, shall either have campleted the work within 18 months from the date of the contract

or shall have incurred allowable costs (see Article 6) in a sum not less than the total cost set forth
in Exhibit A.

(b) The total gliovable cost of the vork set forth in Brbibit A s $28,200.00 . mhe govern-
ment will contribute §9:percent of the alloweble costs as they are incurred, in a total sum not in
excess of $ 21,150.001in accordance with the provisions of Articles 3, 4, 5, and 6. "Costs incurred”

means costs that have been paid or have become due and payable, or that the Government determines have
become obligations.

(c) Interest computation.--Simple interest at the rate of 815 percent ghall accrue from the
dates Federal funds are made available until the period specified for payment of royalty expires,
‘or until the amount of Federal funds contributed is fully repaid with interest.

(d) The Operator shall not transfer or assign this contract or any xright or obligation there-
under without the written consent of the Govermment.

ARTICLE 2. Operator's right in land.--(a) The Operator represents and undertakes that Annex I
correctly describes the land which is the subject of this contract and the pnature of the Operator's
right of property and possession therein (whether as owner, lessee, or otberwise), and that such
right, title, or interest is subject only to the following claims, liens, or encumbrances:

ANNEX T

(b) The Subordination Agreement of the holder of eny claim, lien, or encumbrance listed above and
(1f the Operator does not hold the legal title) the lien agreement of any holder of the legal title of
the land (lessor, seller, optiomor, etc.) are attached as follows:

ANNEX I
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(=) The Operntor shall prescrve and sahitain his richt, title, or irterest in the lard and his
rizht to the possession thereol for the purycses of this coutrast, and shall devote Lhe Tand e 51l
ceinting improverents, facilitics, buildinos, tusta)inlions, nad appurtenanecs Lo Lhe purposes of this
coutract. The Operator shall neither trausier, convey, nor surrcnder the Jand nor any richt, t itll.,
or interest therein, nor permit nor suffer any cludm, lichn, or cncwihrance Lhereon, without ex prossty
referring to and providing in th: iustrwoent of conv.nnce, llen, or encumrante for the prosovvouion
of the Covermment's rizht to a royalty on production and licns for the puyment thereof. Two true
coples of suzh instrument shi:li be furnished to the Governmeut. If the Government's rights to royalty
es providcd in Article 7 have been terminated, the provisions of this paragraph (c) shall becorc it.-
applicable.

ARTICIE 3. FRerformance of the work.--{&) Opcrator's responsibility.--The work chall be per-
formed diligently, efficiently, in & workmanlike nanner in azcordance with good mining standards, and
in compliance with Stete laws governing health, safety, and liability insurance -overing emplojywent.

> Operator shall provide suitaoble and adequate equipment, facilities, materials, supplies, and lator
to complete the work as specified in Article 1(a).

(b) Indepcndent contracts.--To the extent that the allowable costs are estimated in Exhibit A
with exp:2ss reference to performance by independent contrectors on a unit-price besis (suczh a3 per
foot of drilling, per foot of drifting, per hour of bulldozer operations), the work ray be so per-
formed (see Article 6(a), Category (1)). Any such independent contract shall refer to same specific
and identifiable part of the work, and shall be subject to all of the pertinent terms ard 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. Regardless of the provisions of any such independent contract, the Government will partici-
pate in payments to the independent contractor only as to work performed in accordance with the :
provisions of this exploration contract, and only to the extent that the Government deems the unit
prices for the work under the independent contract to be reasonable.

(c) Government may inspect.--The Operator shall consult with and inform the Government on all
phases of the work as it progresses. The Government may enter at all reasonable times to inspect
the work under the contract and production operations during the period that royalty is payable to
the Government. The Operator shall provide the Government with all reasonable means of access for
such inspections.

ARTICLE 4. Contribution by the Government.-- The Government will make its contridbution on
the basis of the monthly vouchers referred to in Article 5(b), but &ll payments by the Government are
provisional only, subject to audit. Until the account between the Operator and the Government is
finally audited and settled and the Operator's final report has been received, the Government may
withhold such sums as are necessary to protect its interests. The Government may make payments for
the account of the Operator directly to independent contrectors and suppliers rather than to the
Operator.

ARTICLE 5. Reports, accounts, sudits.--(a) Operator's records.--The Operetor shall keep suitable
records and accounts of the work performed and of any production in which the Governnent 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 yeers after any
obligation to pay royalties to the Govermment has termirated. The Goverrrent 1ay inspect and audit
said records and accounts at any time, either by itself or by a certified public accountant. The
Comptroller General of the United States or his represcntative, until the expiration of said three-
year periods, shall have access to and the right to examine all pertinent books, documents, papers,
and records of the Operator. If work under this contract is carried on in-conjunction with any other
operations, or if labor, supervision, services, materials, s.pplies, equip.ent, 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 bagis and by methods and accounts that are satisfactory
to and approved by the Government.

(v) Mouthly reports.--The Operator shall provide the Government with four copies of monthly re-
ports in three sections as follows:

(1) Operator's Monthly Voucher claiming costs for work performed;
(2) Operator's Progress Report showing the number of units of the various types of work per-
formed; and
(3) & narrative report of the work performed during the reporting period, including adequate
engineering~geological maps or sketches, drill hole lozs ani Jocations, and assay reporis on
sarples taken concurrently with advance in mineralized ground.
(Form:s for reporting under (1) end (2) above will be provided by the Government; however, the orisfiszl of
the Operator's Monthly Voucher shall be supported by documentary evidence, such as certified copics or
transcripts of payrolls and invoices, for all costs claimed under Article 6 (a) (1).)
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(=) Pl report.--Upon completion of the work or terminution of the Govermnent's oblipation to
cortrinute to eosts, the Overator chall furnish the Covedrwent with three copics of a finnl report (in
- addition to the final monthly rcport). This final rcport chill inelude a peolosiznl and engineerirgs

evaluntion of the results of the work performed under the contrast with an estirmate of the ore reserves
resultirn:; from such work, complcie assay data, adequate geological and engincering maps or sketches,
ani o swaary of the work performed and the related costs.

(4) B.port of sales.--The Operator shall provide the Government with suiteble accounting and
docurcntary evidence covering all production to which the Government's royalty relates, such as two
copies of smelter or concentrator settlement sheets and certified accounts of production and sale or

- other disposition of production.

(e) fempliance with requirements.--If the Government determines that any of the Operator's re-
ports, records, or accounts are insufficient or incomplete, or if the Operator failc to make them, the
Governaent nay procure the preparation or completion of thc same with suitable attachments as an ex-
pense of the work to which the Operator shall contribute. The Government may withhold approval and
payr.ent of any vouchers relating to insufficient or incomplete reports, records, or accounts.

ARTICIE 6. Costs.--(a) Allowable costs.--The allowable costs of the work to whith the Government
will contribute are limited to:

(1) the necessary, reasonable, and direct actual costs that are estimated in Exhibit A by
categories &s specified in this article; and
(2) fixed costs for units of work to be performed (per foot, per hour, etc.) agreed upon in

lieu of actual.costs and set forth in Fxhibit A.

The Government will not contribute to costs under any category or subcategory ouitted fram the
estimate of costs in Exhibit A. Any excess over any estimate which is indicated as the maximum of any
category, subcategory, or item, either as to requirement or related cost; any excess over a fixed unit
cost; and any excess over the total allowable cost of the work are not allowable. The Operator shall
incur such excesses for his own account without contribution by the Government, but the Operator is not
obligated to incur more than his agreed percentage of the total allowable cost of the work.

Any category or subcatcgory or element thereof not designated as a maximum in this article, or in
khibit A may be exceeded, provided that the total illowable cost of the work, which is & maximum, is
not exceeded. ’ .

CATEGORY (1)--INDEPEMDENT CONTRACTS.--(See Article 3(b)). The total of this category and the aver-
age unit cost estimated for each type of work to be performed under an independent contract are meximums.

CATEGORY (2)-~PERSONAL SERVICES. :

Subcategory (a)--Supervision and Technical Services--All elements of this subcategory (number
of supervisors, technicians, outside consultants, periods of employment, rates of pay, and total) are
maximunms.

Subcategory (b)--labor.

CATEGORY (3)--OPERATING MATERIALS AND SUPPLIES.--Includes such items as drill bits and steel, explo-
sives, fuel, pipe, pover, timber, rail, and small tools costing less than $50 each.

CATEGORY (4 )--OPERATING EQUIPMENT.
Subcategory (a)--Rental.--The number of each rented item /& mine cars, 1 truck/, the rate of
rental [.‘5100 per month, $5 per houx_‘7 , and the total of this subcategory are maximums.
Subcategory (v)-~Purchuses.--The totel 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.--Costs of items listed under this category include

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

Subcategory (a)-~Initial rchabilitation and repairs of existing buildings, fixtures, and in-
stallations (exclusive of mine workings).--The total of this subcategory is & moxinmum.

Subcategory (b)--Initial rchabilitation and repairs of operating equipment.--The total of this
subcategory is o maximwn.

CATEGORY (6)--NEW BUILDINGS, FIXTURES, AND INSTALIATIONS (EXCLUSIVE OF MINE WORKINGS).--Costs of
items listed under this catepory include all requirements, 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 total of this category is a maximum,

3
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CATEGORY (7)--MISCELIANEOUS.--Includes requirements and costs that do not fall within any of the
first six rategories, such as repairs other than initial and maintenance of operating equipment, analyti-
cal work, printe and other reproductions, accounting, Operator's share of payroll taxes, liability in-
surance covering employment, travel, and communications.

(v) Nonnllowable costs.--In addition to the limitations imposed by paragraph (a) of this Article 6
the Government will not contribute to the following costa:

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

(2) Indirect costs, such as general overhead, corporate manmagement, interest, taxes (other
than payroll and sales taxes), insurance (other than liasbility 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 contrsct; and

(4) Deferred payments.--Any coste incurred by the Operator under any rental-purchase agree-
ment, installment-purchase agreement, or any agreement for the purchase of goods under the pro-
visions of which payment of the full purchase price is deferred more than 90 days from the de-
livery 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 piosecuting the work
{as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or
services to third persons, rebates or discounts on purchases, ete.), in the same ratio in which the
Government contributes to costs; and such amounts :hall be treated as & reduction in costs incurred so
that they are available for use within the limit of the original total cost. The provision does not apply
to receipts from production which are subject to the Government's royalty under the provisions of Article
7. .

ARTICIE 7. Repayment by Operator.--(a) Certification.--If the Government considers that mineral
or metal production from the land covered by the contract may be possible ag a result of the exploration
work, it shall so certify in writing to the Operator at any time not later than six months after a
sufficient final report and final accounting (see Article 5) have been furnished.

(b) Royalty on production.--The Operator, whether or not the producer (for example, if the Opera-
tor either transfers or does not retains his interest in the land), shall pay to the Government a
royalty on all minerals and metals mined or produced from the land as follows:

(1) irrespective of any certification of possible production--from the date of the contract
until the lapse of the time within which the government may issue such certification or until the
-total net amount contributed by the Government is fully repaid with interest, whichever occurs
first; or

(2) 1if the Government issues a certification of possible production--for a period of ten
years from the date of the contract, or until the total net amount contributed by the Government
is fully repaid with interest, whichever occurs first.

(c) Payment of royalty.--(1) The Government's royalty shall be five percent of the gross proceeds
(including any bonuses, premiums, allowances, or other benefits) from the production sold, in the form
sold (ore, concentrate, metal or equivalent), at the point of delivery (the f.o.b. point); except, that
charges of the buyer arising in the regulsr course of business and shown as deductions on the buyer's
settlement sheets Zsuch as treatment processes performed by the buyer, sampling and assaying to determive
the value of the production sold, and freight payable by the b#xer to a carrier (not the Operator or
producer)), shall be allowed as deductions in arriving at the 'gross proceeds" as that term is used herein.
No costs of the Operator or Producer are deductible in arriving at the "gross proceeds" as that term i:
here used.

The term “treatment processes" means those processes (such as milling, concentrating, smelting,
refining, or equivalent, but excluding fabricating or manufacturing) applied to the crude ore or othur
production after it is extracted from the ground to put it into & commercially marketable form.

(2) The Government's royalty shall be computed and paid currently upon each lot sold, held, or
used in integrated operations, as-thec case may be.

(d) Unsold production.--If any production (ore, concentrate, metal, or equivalent), after the lapse
of six months from the date the ore was extracted from the ground, remains neither sold nor used in inte-
grated manufacturing or fabricating operations (for instance, if it is stockpiled), the Government, a% lts
option, as long as it so remmins, may require the computation and payment of its royalty on the value cf
such production in the form (ore, concentrate, metal, or equivalent) it is in when the Government elecots
to require computation and payment. If any production is used in integrated manufacturing or fsbiricsting
operations before the Government makes its election, the Government's royalty on such production shall be
computed on the value thereof in the form in which and at the time it is s0 used. "Value" as he.e used
means what is or would be gross income from mining operations for percentage depletion purposes n Federal
income tax determination or the market value, whichever is greater.

L
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(e)- Lien for payment.--To secure the payment of royalty (see Article 7(b)), the Operator
hereby gren's to the Goverrment o lien upon his interest in the land and upon any production of
minerals and metals therefrom until the royalty claim is extinguished by lapse of time or is fully
pald.

(f) Notice to purchasers.--The Operator or producer 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 Govermment 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 Goverament, the amount of
the royalty may be estimated by the Government, and this estimate shall be final and binding upon the
Operator or producer.

(g) No obligation to produce.--Nothing in this contract shall be construed as imposing any ob-
ligation on the Operator or the Operator's successor in interest to engage in any production
operations.

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

ARPICIE 8. Interests in purchased property.--(a) Title and ownership.--All costs under this con-
tract shall be incurred by the Operator in the QOperator'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 contributiocns although title thereto
shall be taken in the name of the Operator.

(v) 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,
and any reasonable and necessary cost thereof will be treated as an allowable cost of the exploration.
After the completion of the work, termination of the Government's obligation to contribute, or vwhen
such property is not being used for the work, the Operator shall not use it elsevwhere without the
vritten consent of the Government and without paying a reasonable rental to be fixed by the Govern-
ment for its proportionate interest.

{c) Disposal of property.--Upon the completic.. of the work, termination of the Government's
obligation to contribute to costs, or when the property is no longer needed for the work, the Opera-
tor shall prcuptly 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, sale to
others, purchase by the Operator, or sale or transfer to 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 that cost more than $500, and shall not egell at less than 25 percent
of the purchase price any item of property that cost $500 or less. The Government, in lieu of approv-
ing the sales price for any such item, may itself purchase the item at the best price which the
Operator is able to obtain or offers. Property remaining upon any termination of the work shall be
considered in groups or categories (such as drill steel, explosives, pipe, or rail), 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
exploration.

(d) Default of the Operator re disposal.--If within 90 days after the completion of the work,
termination of the Government's obligation to contribute to costs, or after the property is no
longer nceded for the work, the Operator has failed to sell or otherwise liquidate or dispose of any
property in vhich the Government has an interest, the Government, &t any time prior to final settle-
ment under the contract, may:

(1) 1in writing extend the time within which the Operator must dispose of or liguidate the
property;

(2) by written potice to the Operator, place upon such property what it determines to be a
fair valuation thereof, not in excess of ‘the cost less 1.66 percent per month from the 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; and

(3) 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 9. Termination of the Government's obligations.--(a) If the Government determines
that operations at any time have falled to achieve anticipated results and further work is not
Justified, the Government may give the Operator written notice thereof, and thereupon:

(1) the Government shall be free of all obligation to contrlbute to costs not then incurred
other than such as may be allowable under the provisions of the contract as necessary and inci-
dental to final accounting and reporting; and

* (2) the Operator shall be free of all obligation to prosecute the work other than such as
may be necessary and incidental to final accounting and reporting.

-
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(L) If the Goverumort determines that the Oprator is in default under the terns of the contront,
the Governe:nt may give the Operator written notice of such default with a gpecification of rasouiwle
time withisn which the defaull must be cured; and if the Operator fails to curc such defwult as re-
quired, thercupon:

(1) the Government shall be relicved of al) oblisation to contribute to costs not incurred
when the notice was given, other than such as way be allowable by the provisious of the contr:t
as necessary and incidental to final accounting and reporiing; and

(2) the Operator shall be frec of all oblijation to prosccute the work other than such us
may bLe necessary and incidental to final accounting and reporting.

The Government ray also avail itself of any other remedy the law may provide for breach of contract,
including the right to rescind the contract and to demand repayment of all monu:ys contributed by the
Government under the contract.

(c) The giving of any notice by the Government under the provisions of this Article 9 shall not
affe-t the Governrent's rights as provided for in the contract with respect to royalty and liens to
secure the payment thereof, and such rights shall be fully preserved.

(d) The determinations of the Government are subject to appeal under Article 13.

ARTICLE 10. Notices to be given by the Governmert may be delivered to the Operator, or may be
sent by certified mail addressed to the Operator at his malling address stated ir this contract. If
mailed, notices are deemed to have been delivered five days after the date of mailing.

ARTICLE 11. (fficials 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 corp-
oration for its general benefit.

ARTICIE 12. Nondiscrimination in Bmployment. The provisions respecting nondiscrimination in
enployment which are required by section 301 of Executive Order 10925, dated March 6, 1961 as amended
and supplemented are attached hereto as Exhibit B and are hereby incorporated in and made a part of
this contract.

ARTICLE 13. Disputes.--Any dispute arising under this contract which is not disposed of by agree-
ment shall be decided by the Director, U. S. Geologicel Survey, who shall reduce his decision
to writing and mail or otherwise furnish & copy thereof to the Operator. The decision of the Director,
U. S. Geological Survey, shall be final and conclusive unless, within 30 days from the date of
receipt of such copy, the QOperator mails or otherwise furnishes to the Director, U. S. Geological Survey,
a written appeal addressed to the Secretary of the.Interior. The decision of the Secretary or his
duly authorized representative for the determination of such appeals shall be final and conclusive
unless determined by a court of competent Jurisdiction to have been fraudulent, or capricious, or
arbitrary, or so grossly erroneous as necessarily to imply bad faith, or not supported by substantial
evidence.

The term "Director, U. S. Geological Survey," as used herein includes his duly authorized
representative.

ARTICLE 1%. Work Hours Act of 1962 - Overtime Compensation.--This contract, to the extent that
it is of a character specified in the Work Hours Act of 1962 (Public Iaw 87-581, 76 Stat. 357-360) and
is not covered by the Walsh-Hesley Public Contracts Act (41 U.S.C. 35-45), is subject to the following
provisions and to all other provisions and exceptions of said Work Hours Act of 1962.

(a) Overtime.requircments.~~No Operator or subcontractor contracting for any part of the con-
tract work which nay require or involve the employment of laborers or mechanics shell require or per-
mit any laborer or mechanic to be employed on such work in excess of eight hours in any calendar day or
in excess of forty hours in any workweek unless such laborer or mechanic receives compensation at a
rate of uot less than one and one-half times his basic rate of pay for all hours worked in excess of
eight hours in any such calendar day or in excess of forty hours in any such workweek, as the case may
be.

(b) Violations; liability for unpaid wages; liquidated damages.--In the event of any violation of
the clause set forth in subparagraph (a) of this paragraph, the Operator and any subcontractor res-
ponsible therefor shall be liable to any affected employec for his unpaid wages. In addition, such
Operator and subcontractor shall be liable to the United States (in the case of work done under con-
tract for the District of Columbia or a territory, to such District or to such territory), for
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liquidnted damages. OJuch liquidated dnmages shall be computed, with reapect to each individual lab-
orer or mechsnic employed in violation of the clause sct forth in subparsgraph (a) of this paragraph,
in th: sum of 310 for ea~h calendar day on which such caployce was required or pcrmitted to work in
excesns of eight hours or in cxcess of the standard workweek of forty hours without payment of the over-
time wages required by the clause set forth in subperagraph (a) of this paragraph.

(c) Vithholding for unpaid vages and liquidated damages.--The U. S. Geological Survey may

withhold or cause to be withheld, from any moneys payuble on account of work performed by the Operator
or subcontractor, such sums as may administratively be determined to be necessary to satisfy any li-
abilities of such Operator or subcontractor for unpaid wages and liquidated damages as provided in the
clause set forth in subparagraph (b) of this paragraph.

ARTICLE 15. Copeland (Anti-Kickback) Act--Nonrebate of wages.--The regulations of the Secretary
of Iabor applicable to contractors and subcontractors (29 CFR, Part 3), made pursuant to the Copeland
Act, as amended (4O U. S. C. 276c) and to aid in the enforcement of the Anti-Kickback Act (18 U. S. C.
874) are made a part of this.contract by reference. The Operator will comply with these regulations
and any aemendments or modifications thereof and will be responsible for the submission of affidavits
required of independent contractors thereunder. The foregoing shall apply except as the Secretary
of labor may specifically provide for reasonable limitations, variations, tolerances, &nd exemptions.

ARTICLE 16. Changes and added provision.--

Executed in quintuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

(Operator)

Title

I, , certify that I am the
(Neme )

secretary of the r'c‘ox'pomtion named as Operator herein; that

, who signed this contract on behalf of the Operator, was then

(Name )

of said corporation; that said contract was duly signed for

(Title)

and in behalf of said corporation by authority of its governing body, and is within the scope of its

corporate powers.
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EXPLORATION CONTRACT

ARNNEX T

The land, including all rights thereto, referred to in Article 2
of the contract consists of nine (9) patented lode mining claims and
two (2) unpatentcd lode mining claims in secs. 30 and 31,

, and sec, 25, s
These claims are shown on Figure 1, cntitled "Property

. ,"" attached and made part hercof.

The patented lode mining claims are as follows:

Claim Name Survey No. Patent No.

Perry 678 46463

Union 678 46463

Crook 678 46463

Triangle 677 46464

Orie 446 36028

Roy : 446 36028

Now or Never 446 36028

Poorman 446 36028

Gold Standard 446 36028

The unpatented lode mining claimswere located by and

are recorded in the Office of the County Clerk, s

as. follows:

Claim Name Book Page
Gudrun Silver 4 283
Royal Silver 4 281

Interest in the two unpatented lode mining elaims was conveyed
on March 4, 1971, from to .

The Operator is in possession of the patented Jode mining claims under
an Assignment of lining lecase dated March 7, 1971, between

and ‘ This document assigned a
lining Lecase and Option to Purchase agrecment dated Novewber 27, 1970,
between : , the owner and lessor, and s, lessce.

Lien and Subordination Agreements excecuted by the owner of the patented
lode mining claims are attached and made a part hereof.
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EXPLORATION CONTRACT

EXHIBIT A

The purpose of the project is to explore by diamond core
drilling from a prepared surface site for silver-bearing ore bodies
in and along a shear zone cutting volcanic rocks of the Clarno
Formation of Eocene age.

GENERAL PROVISIONS

No drilling shall be done within 100 feet of the exterior
boundaries of the land outlined on Figure 1.

Drill holes shall be cased through overburden and completed
not less than standard BX (nominal diameter 1-5/8 inches) core size or
equivalent wire line size equipment., The Government will not contribute
to the cost of casing left in a hole at the Operator's request or to
the costs incurred for incomplete drill holes.

Facilities shall be provided for recovering drill sludge, and
such sludge shall be retained when drilling in significantly mineralized
rock.

All drill core shall be logged and significantly mineralized
core shall be split and one split assayved for gold and silver. Whenever
core recovery is less than 60 percent, a split of the corresponding retained
sludge shall be assayed separately. The remaining core shall be stored in
proper sequence with the unsampled core, and the remaining sludge shall
be stored in suitable containers properly identified as to hole number and
depth.

True copies of assay certificates, copies of drill logs, and maps
and sketches showing the work completed during the reporting period,
the location, width, and assay value of all sawples assayed and the
geological formations and structures traversed by the drill holes shall
be furnished monthly to the Goveracent, |

Stored samples shall Le made available for Government inspection
and possible use, and may be disposed of only with prior Government approval.

The Operator shall provide such supervision, labor, and technical
services as may be required to perform the work in a satisfactory manner.

The location, dircction, and extent of cach work item shall be
subject to Government approval.
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The work shall be divided into two stages. The Operator shall
complete all of Stage I and as much of Stage II as is authorized in
advance by the prior written approval of the Government., Approval of
Stage II work shall depend upon the Government's examination of the
results obtained in Stage I.

DESCRIPTION OF THE WORK

STAGE I

The work shall consist of diamond drilling three inclined core
holes downward from a single surface site prepared in advance at the
Operator's expense.

The bearing, inclination, and depth of the three holes shall
be as follows:

1/
Approximate length
Hole No. Inclination Bearing (feet)
1 -40° S. 40° W. 350
2 -40° S. 10°W 350
3 -40° S. 70° W. 350
Total 1,050

1/ No hole shall be drilled more than 20 feet beyond a vein zone
correlative with the Roy vein.

STAGE II

The work, if approved, shall consist of diamond drilling two
additional inclined core holes downward from the same surface site as
Stage I. ‘

The. bearing, inclination, and depth of the two holes shall

be as follows: i/
Approximate length
Hole No. Inclination - Bearing - (feet)
4 ~75° S. 50° W 500
5 -75° S. 25° W 500
Total 1,000

1/ See footnote under Stage I.

The approximate location of the drill site and the five drill
holes is shown on Figure 2 entitled "Proposed diamond drill holes,
attached and made

part hereof.
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ESTIMATED COSTS OF THE PROJECT
STAGE 1
Actual Costs

Category (1) Indcpendent Contracts

Mobilization and demobilization,

one drill unit $ 750.00
Diamond drilling, including overburden,

1,050 feet 8,260.00

Depth Price per foot

(feet)  Ob. NC NX BX

0-500 $10.50 $8.75 $7.75 $7.50

Cementing, 30 hours at $20.00/hour 600.00
Reaming or drilling cement,
100 feet at $4.00/foot 400.00
Placing and pulling casing,
S0 hours at $16.00/hour 800.00
Lost casing in completed holes,
100 feet at $2.00/foot 200.00
Water truck rental, including driver, :
2 months at $350.00/month 700,00
Total Category (1) $11,710.00

Category (2) Personal Services

None except:

1 Supervisor—Engineer—Ceologist,
2 months at $1,000.00/month 2,000.00

Total Category (2) $ 2,000.00
Category (3) Operating Materials and Supplics

None except:
100 core boxes at $1.15/box $ 115.00
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30 sample sacks at $0.50/sack
Sludge catching and sampling supplies 50.00
Cement, drill muds, additives
12 sacks maturials listed, or cquivalent 100.00
Cement at $8.00/100-1b. sack
Drill mud at $2.50/50-1b. sack
Additives,
Caustic soda at $20.00/50-1b. sack
Cellex at $65.00/50-1b. sack L

Total Catecgory (3)
Category (7) Miscellanecous

None except:

Office and accounting expense,
2 months at $50.00/month ) $ .100.00

Assaying for gold and silver,
30 samples at $5.00/sample 150.00

Total Category (7)
Total Estimated Cost, Stage I

Government Participation at 75%

STAGE 11
Actual Costs
Category (1) Independent Contracts

Diamond drilling, including overburden,

1,000 fecet $ 8,160.00
Depth Price Per Foot =~
(fcet) O, NG NX BX
0-500 $10.50  $8.75 $7.75 $7.50
500-1,000 8.25 8.00
Cementing, 30 hoﬁrs at $20.00/hour 600.00
Reaming or drilling cement, 800.00

200 feet at $4.00/foot
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Placing and pulling casing,
50 hours at $16.00/lLour

Lost casing in completed holes,
200 feet at $2.00/foot

Water truck rental, including driver,
2 wonths at $350.00/month :

Total Category (1)

Category (2) Pexsonal Services

None except:

1 Supervisory-Engineer-Geologist
2 months at $1,000.00/month

Total Category (2)

Category (3) Operating Materials and Supplies

None except:
100 core boxes at $1.15/box
20 sample sacks at 50.50/sack
Sludge catching and sampling supplies

Cement, drill muds, additives,

15 sacks materials listed, or equivalents

Cement at $8.00/100-1b. sack
Drill mud at $2.50/50-1b. sack
Additives,

Caustic soda at $20.00/50-1b. sack

Cellex at $65.00/50-1b. sack
Total Category (3)

Category (7) Miscellaneous

None except:

Office and accounting expense,
2 months at $50.00/umonth

Assaying for gold and silver,
20 samples at $5.00/sample

Total Category (7)
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—...700.00

$11,460.00

$2,000.00

$ 2,000.00
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Total Estimated Cost of Stage II

Government Participation at 75%

SUMMAR
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WE Form 51 UNITED STATFS OF AMFRICA
July 1965 DEPARTMENT OF THE INTERIOR
U. S. Geological Survey

EXPLORATION CONTRACT

(Short Form)
Docke*, Commodity Contract. No. County State

QE

It is sgreed May 1, 1971 , between the United States of America, acting through the
(Date)
Department of the Interior, U. S. Geological Survey, hereinafter called the "Government,” and

whose mailing address is :
hereinafter-called the "QOperator,” as follows:

ARTICLE I. Authority and scope.--(a) This contract, entered into under the authority of Public
Law 701, 85th Cong., 24 sess. ({2 Stat. 700; 30 U.S.C. 8 641 - 646), consists of this form, the
attached Annex I (land description), Exhibit A (work and costs), and the maps and documents listed.
The werk is a search for new or unexplored deposits of the commodity designated ebove. The Operator

shall begin the work on or before June 15, 1971 , and, subject to the provisions of Artizle 7
' (Date) ’

15

and Exhibit A, shall complete the work within months from the date of the contract.

(b) The description of the work and the fixed cost for each unit of work to be performed (per
foot of drilling, per foot of drifting, per hour of operations, etc.) are hereby agreed upon as speci-

fied in %-:gchib'it A. The estimated total cost of the work is $ 28,500.00, The Government will con-

tribute spR percent of the total fixed unit costs of the work performed, not in excess of § 21,375.00
in accordance with the provisions of Articles L and 5.

(c) Interest computation,--Simple interest at the rate of 91‘6 percent shall accrue from
the dates Federal funds are made avajilable until tne period specified for payment of royalty expires,
or until the amount of Federal funds contributed is fully repaid with interest.

(d) The Operator shall not transfer or assign this contract or any right or obligation there-
under without the written consent of the Govermment.

ARTICLE 2. Operator's rights in land.--(a)The Operator represents and undertakes that Annex I
eorrectly describes the land which is the subject or this contract and the nature of the QOpera‘or's
right of property and possession therein (whether as owner, lessee, or otherwise), and that such right,

-title, or interest is subject only to the following claims, liens, or encumbrances:

(b) The Subordination Agreement of the holder of any claim, lien, r cncumbrance listed above and
(if the Operator does not hold the legal title) the Lien Agreement of aty holder of the legal title of
the lund (lessor, seller, optionor, eic.) are attached as follows:
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{c) The Operator shall preserve and maintain his right, title, or interest in thc land and his righ'. to
the pozseasion “hereof for the purposes of this contract, awi shall devote Lhe land and all cxisting Improve-
pen‘.s, facilitiers, bulldings, installations, and appurhepnnces 'o the purposec of thls contrect. The Opera-
tor shall neithe~r transfer, couvey, nor swrrender the land nor mny right, Litle, or interes! ‘hereln, nor
permit por suffer any claim, lien, or encumbrance thereon, wilhout expressly referring .o and providlng in
tne instrumen' of conveyance, lien, or encumbrance for the preservation of Lhe Governmen'.'s righ:. 'o a
rovalty on production and liens for the payment thereof. Two true copies of such instrument shall be fur-
nished to the Goverament, Il the Government'n rights to royalty as provided in Article 6 have becn terminated,
the provisions of this paragraph (c) shall beeome inapplicable.

ARTICLE 3. Performance of the work.--{a) Operator's responsibility.--The work shall be pertormed dilf-
gernsly, efficiently, in a workmanlike manner in accordance with good mining standards, and in compliance with
3tmre lews governing health, satety, and liability insurance covering employment. The Operator shall provide
suitable a1 adequate equipment, facilities, materials, supplies, and labor to complete the work ac speci-
fied in Ar-icle 1(a). ‘

(b) Government may inspect.--The Operator shall consult with and inform the Goverament on all phases of
the work a8 it progresses. The Qovernment may enter at all reasonable times to inspect the work under the
cantract and production operations during the period that royalty is payable to the Government. The Operator
shall provide the Government with all reasonable means of access for such inspections.

ARTICLE 4. Contribution by the Government.--The Government will make its contribution on the basis of
the monthly vouchers referred to in Article 5(b), but all payments by the Government are provisional only,
subject to audit. Until the account between the Operator and the Govermment is finally audited and settled
en? he Operator's final report has been received, the Government may withhold such sums as are necessary
to protect its interests, To the extent that amounts in excess of fixed unit costs or in excess of the
estimated total cost may be necessary for the performance of the work, the Operator shall incur and pay
such amounts for his own account without contribution by the Govermment. The Govermment will not contribute
to the cost of any work performed prior to the date of this contract. The Government may make payments for
the account of the Operator directly to independent contractors and suppliers rather than to the Operator.

ARTIZTLE 5. Reports, accounts, audits.--(a) Operator's records.--The Operator shall keep suitable
records and accounts of the unite of 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 ty the Government, and those with respect to production for at least three years after any obligation
to pay royalties to the Government has term¥ated. The Government may inspect and audit said records end
accounts at any time, either by itself or by a certified public accountant. The Comptroller General of the
United States or his representative, until the expiration of said three-year periods, shall have access Lo
end the right to examine all pertinent books, documents, papers, and records of the Operator.

(v) Monthly reports.--The Operator shall provide the Govermment with four copies of monthly reports in
three sections as follows:

(1) Operator's Monthly Voucher claiming costs for work performed;
(2) Operator's Progress Report showing the number of units of the various types of work performed;

and
(3) e narrative report of the work performed during the reporting period, including adequate engi-
neering-geological maps or sketches, drill hole logs and locations, and assay reports on samples taken
concurrently with advance in mineralized ground.
(Porms for reporting under (1) and (2) above will be provided by the Government.)

(¢) Final report.--Upon completion of the work or termination of the Government's obligation to con-
tribute to costs, the Operator shall furnish the Government with three copies of a final report (in addition
to the final monthly revor:). This final report shall include a geological and engineering evaluation of -ae
results of the work per:.ormed 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 periorzed
and the unit costs thereof.

(d) Report of sales.--The Operator shall provide the Government with suitable accounting and documentery
evidence covering all production to which the Government's royalty relates, such as two coples of smelter or con-
centrator settlement sheets and certified accounts of production and sale or other disposition of production.

(e) Compliance with requirements.--If the Government determines that eny 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 preparation or completion of same 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
insui'ficient or incomplete reports, records, or accounts.

ARTICLE 6. Repayment by Operator.--(a) Certification.--If the Governmecnt considers that mineral or
metal production from the land covered by the contract may be possible ms & result of the exploration work, it
shall so certify in writing to the Operator at any time not later than six months after a sufricient final
report and final accounting {sce Article 5) have been furnished.
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(») Ry yalty on production.--The Operator, whether or not the producer (for example, if the Opero-
tor either transfers or does not retain his interest in the land), shall pay to the Government a roy-
alty un all minerals and metals mined or produced from the land as followe:

(1) irrespective of any certification of possible production--from the date of the contract.
until the lapce of the time within wvhich the Government may issue such certification or until the
total net amount contributed by the Government is fully repaid with interest, whichever occurs
first; or . .

(2) 1f the Government issues a certificetion of possible production-~for & period of ten
years from the date of the contract or until the total net amount contributed by the Government is
fully repaid with interest, whichever occurs first.
ic) Payment of royalty.--(1) The Government's royalty shall be five percent of the gross proceeds

including any bonuses, premiums, allowances, or other benefits) from the production sold, in the

form sold {ore, concentrate, metal, or equivalent), at the point of delivery {the f£.0.b. point);
except, that charges of the buyer arising in the regular course of business and shown as deductions
on “he buyer's settlement sheets (such as treatment processes performed by the buyer, sampling and

assaying to determine the value of the production sold, and freight paysble by tge buyer to a

carrier (not the Operator or producer)), shall be allowed as deductions in arriving at the "gross

procecds” ae that term is used herein. No costs of the Operator or producer are deductible in

arriving et the "gross proceeds” as that term is here used, .

The term "treatment processes" means those processes (such as milling, concentrating, smelting,
refining, or equivalent, but excluding fabricating or manufacturing) applied to the crude ore or
other production after it is extracted from the ground to put it into a commercially marketable
form.

(2) 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.

() Unsold production.--If any production (ore, concentrate, metal, or equivalent), after the
lapse of six months from the date the ore was extracted from the ground, remains neither sold nor used
in integrated manufacturing or fabricating operations (for instance if it is stockpiled), the Govern-
ment, at its option, as long as it so remains, may require the computation and payment of its royalty
on the valte of such production in the form (ore, concentrate, metal, or equivalent) it 1s in when the
Government elects to require computation and payment. If any production is used in integrated manufact-
uring or fabricating operations before the Government makes its election, the Govérnment's royalty on
such production shall be computed on the value thereof in the form in which end at the time it is sc
used. "Value" as here used means what is or would be gross income from mining operations for percentug2
depletion purposes in Federal income tax determination, or the market value, whichever is greater.

(e) Lien for payment.--To secure the payment of royalty (see Article 6(b)), the Operator hereby
grants to the Government a lien upon his interest in the land and upon any production of minerels and
metals therefrom until the royelty claim is extinguished by lapse of time or is fully paid.

(£) Notice to purchasers.--The Operator or producer shall give notice of the Government's claim faor
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 eny 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 Government, and this estimate shall be finsl and binding upon the Operator or producer.

(g) No obligation to produce.--Nothing in this contract shall be construed as imposing eny obliga-
tion on the Operator or the Operator's successor in interest to engage in any production operations.

(n) Government not obli&g.ted to buy.--Nothing in this contract shall be construed as imposing any
obligation on the Government to purchase any minerals and metals mined or produced from the land.

ARTICLE 7. Termination of the Government's Obligations.--{a) If the Government determines that
operations at any time have falled to achieve anticipated results and further work is not justified, the
Government may give the Operator written notice thereof, and thereupon:

(1) the Government shall be free of all cbligation to pay on account of units of work not then
performed; and

(2) the Operator shall be free of all obligation to prosecute the work other than such as may
be necessary and incidental to final accounting and reporting. ’

(b) 1If the Government determines that the Operator is 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 tq pay on account of units of work not
performed when the notice was given, and
(2) the Operator shall be free of all obligation to prosecute the work other then such as may be
necessary and incidental to final accounting and reporting. '
The Government may also avail itself of any other remedy the law may provide for breach of contract, in-
cluding the right to rescind the contract and to demand repayment of all moneys contributed by the Govern-
ment under the contract.
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(c) The giving of any ntire by the G wvernment. under the provinionn of this Artdcle f nhnldl not
affret the G wvernment's rights as provided o fn the contrach with respect to royally and liens G,
nerdre Lthe pnyment there.f, and such rights shall be fully precerved.

(d) The determinationg .f the G wvernment are subject Lo appendl under Article 1.

ARTICLE B. Nolicea 1.v be given by the Governmen!. may be dellvered to the Operator or may be sent
by ner*ified mail addressed t-: the Iperator at his mailing address stated in this contrant. If mailed,
n..tices are deemed to have been delivered five days after the date of mailing.

ARTICLE 9. Officials not to benefit.-«No member of or delegate to Congress or resident commise-
sinner shall be admit'ed ' any share or part of this contract or to any benefit that may arise
therefr m; but this provision shall not be construed to extend to this contract if made with a corpora-
tion for its general benefit.

ARTICIE 10. Nondiscrimination {n Employment.--The provisions respecting nondiscrimination in em-
pl-yment which are required by section 301 of Exeécutive Order 10925, dated March 6, 1961, as amended
and supplemented, are attached heretc as Exhibit B and are hereby incorporated in and made a part of
this contract. ’

ARTICLE 11. Disputes.--Any dispute arising under this c.ntract which is not disposed of by agree-
ment shall be decided by the Director, U. S. Geological Survey, who shall reduce his decision to
writing and mail or otherwise furnish a copy thereof to the Operator. The decision of the Director,

U S. Geolcgical Survey, shall be final and conclusive unless, within 30 days from the date cf receipt
of such copy, the Operator mails or otherwise furnishes to the Director, U. S. Geclogical Survey, a
written eppeal addressed to the Secretary of the Interior. The decision of the Secretary »r his

duly authorized representative for the determination of such appeals shall be final and conclusive
unless determined by a court of competent Jurisdiction to have been fraudulent, or capricious or
arbitrary, or so grossly erroneous as necessarily to imply bad faith, or not supported by substantial
evidence.

The term "Director, U. 5. Geological Survey," as used herein includes his duly authorized
representative.

ARTICLE 12. Work Hours Act of 1962 - Overtime Compensation.--This contract, to the extent that
it 15 of a character specified in the Work Hours Act of 1962 (Public Law 87-581, 76 Stat. 357-360) and
is not covered by the Walsh-Healey Public Contracts Act (41 U.S.C. 35-45), is subject t> the fcllowing
provisions and to all other provisions and exceptions of said Work Hours Act of 1962.

{a) Overtime requirements.--No Operator or subcontractor contracting for any part of the con-
tract work which may require or involve the employment of laborers or mechanics shall require cr per-
mit any laborer or mechanic to be employed on such work in excess of eight hours in any calendar day or
in excess of forty hours in any workweek unless such laborer or mechanic receives compensaticn at a
rate of not less than one and one-half times his basic rate of pay for all hours worked in excess of
eight hours in any such cslendar day or in excess of forty hours in any such workweek, as the case may
be.

(b) Vioclations; liability for unpaid es; liquidated damages.--In the event of any violation of
the clause set forth in subparagraph (a) of this paragraph, the Operator and any subcontractor res-
ponsible therefor shall be liable to any affected employee for his unpaid waeges. In addition, such
Operator and subcontractor shall be liable to the United States (in the case of work done under con-
tract for the District of Columbia or & territory, tc such District or to such territory), for liquid-
eted damages. Such liquidated damages shall be computed, with respect to each individual laborer or
mechanic employed in violation of the clause set forth in subparagraph (a) of this paragraph, in the
sum of $10 for each calendar day on which such employee was required or permitted to work in excess of
eight hours or in excess of the standard workweek of forty hours without payment of the overtime wages
required by the clause set forth in subparagraph (a) of this paragraph.

(c) Withholding for unpeid wages and liquidated damages.--The U. S. Geological Survey may
withhold or cause to be withheld, from any moneys payable on account of work performed by the Operatcr
_or subcontractor, such sums as may administratively be determined to be necessary to satisfy any 1i-
abilities of such Operator or subcontractor for unpaid wages and liquidated damages as provided in the
clause set forth in subparagraph (b) of this paragraph. ’

ARTICLE 13. Copeland (Anti-Kickback) Act--Nonrebate of wages.--The regulations of the Secretary
of Labor applicable to cntractors and subcontractors (29 CFR, Part 3), made pursuant to the Copeland
Act, as amended (40 U. S. C. 276c) and to aid in the enforcement of the Anti-Kickback Act (18 U. S, C.
874) are made a part of this contract by reference. The Operator will comply with these regulations
and any amendments or modifications thereof and will be responsible for the submission of affidavits
required of independent contractors thereunder. The foregoing shall apply except as the Secretary of
Labor may specifically provide for reasonable limitations, variations, tolerances, and exemptions.
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ARTICLE 1k. Changes and added provisions.--

Executed in quintuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

(Opera.tox;)

By By
Title
I, , certify that I am the
(Nexe)
secretary of the corporation named as Operator herein; that
, who signed this contract on behalf of the Operator, was then
(Name )
_ of said corporation; that seid contract was duly signed for
(Title)

and in behalf of said corporation by authority of its governing body, and is within the scope of its

corporate powers.

CORPORATE
SEAL
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EXPLORATION CONTRACT

EXHIBIT A

The purpose of this project is to explore for gold ore by
drifting and crosscutting in Carboniferous limestone near its contact
with intrusive syenite porphyry and rhyolite porphyry on the 4 and 6
levels of the mine,

GENERAL PROVISIONS

The Operator shall provide such supervision, labor, and
technical services as may be required to perform the work in a
satisfactory manner.

The location, direction, and extent of each work item shall
be subject to Government approval,

No work under this contract shall be performed within 100
feet of the outer boundary of the project area.

All drifts and crosscuts shall be not less than 5 by 7 feet
in cross section and shall be adequately supported by timber where
necessary using standard 8-by 8-inch drift sets or equivalent round
timber,

Mine rails shall be not less than 16-pound size, air lines
not less than 2-inch diameter, water lines not less than l-inch diameter,
and vent lines not less than 10-inch diameter,

All significantly mineralized arcas traversed by the exploration
work shall be sampled. A representative bulk sample shall be collected
. from each round broken in mineralized rock. Channel samples shall be
cut normal to the trends of the deposits at intervals of not more than
5 fcet,

All samples, f{rom whatcver source, shall be split as necessary
and one split assayed for gold and silver., The Operator shall store
one split of each sample in a suitable container properly identified
as to source and location for Government inspection and possible use.
With prior Government approval, the Operator may dispose of the stored
samples. '
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True copies of assay certificates, and maps or sketches
showing the work completed during the reporting period, the location,
width, and assay value of all samples taken, and the geological
formations and structures traversed by the drifts and crosscuts
shall be furnished monthly to the Governmcnt,

The Operator shall provide such supervision, labor, and
technical scrvices as may be required to complete the work in a
satisfactory manner.

The Operator shall perform all work in such a manner as to
maintain the quality of the environmment in the vicinity of the project.
Waste mineral materials generated in the process of the exploration
work shall be stored in a safe manner so as not to degrade the existing
quality of adjacent land, air, and streams,

DESCRIPTION OF THE WORK

The proposed work is shown on Figure 2 - entitled "Proposed
Exploration, " attached
hereto and made part hereof,

Starting approximately 30 feet northwesterly from the
Shaft on Level 4, drift north-northeasterly to the contact between
the limestone and the rhyolite porphyry. It is anticipated that the
work will traverse a zone of brecciated limestone and porphyry. Maxirum
length of drift is 80 feet,

Starting approximately 75 feet due south from the
Shaft on the 6 level, drift southcasterly along the limestone~sycnite
porphyry contact for 300 feet to explore for the downward extensions of
the Bonanza and Glory Hole veins. '

LESTIMATED COST OF THE WORK

Fixed Unit Cost 1/

Drifting and crosscutting
380 feet at $75/ft. $28,500.00

Government participation
at 75 percent 21,375.00

1/ The unit cost includes all costs of labor, materials, cquipnrent

purchased, supervision, insurance, assays, mileage, and office expense.
The Government retains no equity in any of the equipment or materials used.
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Appenaix

northern mineral
exploration assistance

program

Yukon and Northwest Territories

OIL AtD MINERAL D!VILION
CEVELIPNENT BRANCH
DEPARTMENT OF IKDIAN AFF AIRS AND NCRTHERN DEVELCPMENT
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Rorthern Mineral T xpluration Avitance Piogs am

Intsuduction

The Nurthiern Mineral Eapluration Awsitance Frugteam is denipred 10 provide
fuancial avvstance towerd the cont of rnesa) and ol and gas explasuon
sctvity 1n the Yukun and Northwest Tainmones :

The l'--oxun; @ guvened by the Nusthem Mineral Laplonauun Anistarce
Regntitons, P C. 1966-1641, a1 amended by P.C. 1967-2223, which should be
1ead in conjunchian with ths biuchere.

Oljective

The puipose of the Program is 1o stimulate grester wiciest i the muneral
sesources of Northern C.nada and 10 intersify the pace of ourthem mu eral
expluzatun: sctvity - by underwritng the higher cost of nunthem uprtstions,
thercy reducing the sk capital vestinent inherent i norhemn minersl
exploratiun opurafions.

Nature of Anvistance

Firouncial xsvistance is available vp 10 3 manimum of 40% of an applicant’s
approved explorativn picpiem expenditures,

Payment in an intenm smount of thieequartess of the total giant cakulated to
be owing the apphicant, is made at the conclusion of the opproved explurstion
progra The semaining portion is pai¢ following & corfirming sudit of the
clanned cxpenditeies by repreuatalives of the Avdit Services Brunch. The
sudn is conducieu a1 no cost 1o the applizant.

Before payment may be made, the successful apphcunt is reguired to submit
repons on the work completed and 2 staterent unéel oath of the expenditures
scurred in doing the work approved for assistance. Scciion 7 of the
Repulanoas funther details the raatenal that tnust be submined with 3 claim
for sw.istance.

Jniesim payments may be made in cises wnese the explutation programis oftong
duration. Aranpenments for inienm pajinint niust be made at the time of
apphcsuon. Normally such payirenlts aie conudered at the conclusion of
Jogicat stages or phaes of an spphzant’s prezram, and are made fcllowing
seccipt and acicptance of the same sort of rizleria) required 1o process an
end-of-progr.in payinent.

E5ibDity -

Asistsace i nsilable to companies incorporated in Canads and 1o Camadin
Gitizens. who jiopose to underiake expreration for minezals andfor 323 and oil
in U.e Yu) on or Norihwest Tenitorick

A gioup of companies, ndividusls or 2 combination of both may qualify hut in
s0 Cuing each must esablish eigibility i its o7 Lis own right. Failure 50 do 30
would cagualify the group as 2 whole A gioup sppheation must be
accompaived by an afievment between the incmhers of the group in which une

of s me:bers has been o cinted 1o 3¢t on behlof the group, agset out in
subsecticn (1) of section 3o the Regulabions.

Corporate appusants fall into two broad eategories a) hose that are of the
type cownbed n paagtaph (a) or () of subnection (3b) of wenon 83A of the
Tacoine Tax Acy, and b) thox Mot are not. (I exablisting wiuch ¢cacgory
zpphes 10 a corponte spphant, s inmate fal 1ty the corporation s one
Whih it in 3 postion 10 tabe o€raniage of it ¢ benefits offeicd by the qoored
secion of the Yioume Tax Act, since refeiem e 10 the Actin these Regulahons

3s for descriptive juipogs oaly).

A soxalied B3A aype company must not tave u oxcess of 15% of its saed
2nd ooniadag voung shates owned in the a LIeR2ic Dy LdE OF MuIE o her
corporabions ity desenbed 11 ths sioted secuon of the Incoime Tax Ao
Morcever, 1t must samfy the Lddingay reqeronenu of parayteph () of
sabwrcr.on {2) of section 3 of the Repclaticnm o1ler 1o qu fy fur avstance.

Mie non $IA cuipoiation pii varily Yas 16 ensure the sy of its s es
10 the Carnd an riarhet, The piecig sfyaom: nis of ehit ity of s type of
(o joratien for ssuince ae e oul in pagaph (b) of subsclian (2) of
wecvon 3 of the Regulanon.
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V. Conditiom of Asistence

Apphostions mast be aubiutied in the detaldl repred by voton 4 of the
Regulations Apphs 2008 Rt wclude the naatenal atour on the viver st eet
of instructions attached to the application furms and Le subumtted well in
sdvance of the propowd staung ¢ane of the explutstion pro;-am No
expenditutes wcuned prior 10 the éste of the apph ant’s apph abon will be
consdered ehigble for» grant.

The explosatory work, & gefined an parygiaph (d) of siten 2 of the
Repitanons must be undertalen on holdogs, as definedan g o Jh(pof the
quoted section of tie Regatanors. The apphicant st prod e evidence with
Yis application that he has 3 lease, cption 01 owns the haldings on whirh the
progam it propowd. No avisuance & extended toward the cap il cont of

acquiring buildings ot equipemt anociated with an g proved exploianion
program. Depreciation is alluwed on these slems b the 1ate of 20 e cent pes
year, pro 1316 over the period of thr use, .
v

Adminisurative expenses, such as head office space reatal, stercptaphic of
clerical sabanies, telephone chages and any other stums of this satuze not
Succtly assxiated with the epesanional cosls of Cie expluiztivn progtem, ase
not conddercd clipble for assistance il they arc in excess of 107 of the direat
program expenduures. Whese an apphicant has coniracted out the complere
explofation progtam rone of his sdministiation expenses wall ix al'owed for
assistance,

The apph a2t is 1eqiired 1o state the period of his expluration pregmam, gving
estinated tiarting and completion dutes Daperdnure: incened demng thus
period, once approved by he Mimister, 25¢ enghie for assistznce if Crectly
related to the appruved expluration program Eapendnures ncered e 10 oF
followang the stated and spproved period of the exploration proyiaT. ¢ not
eugble for auistznce uniess thewe can be rehated to the exploratior pruzam as
cither advance or belated payrmenss for pouds or services cenvumwd dusing the
period of the exploriion pregram

AU appieved expiosstan progiams must be Dajecied enthegtiond by the
Resident Mining Frgneer or his sppein.ee in the twenstun w whith the
progsas is cencuaied. Respon ty for mabing these wnroip. m.enis Iesls with
the upplicant foltowing udvice from the Dejartinent,

. Repuyment

The Regulations reqone sepaymient of the 2ssisiandc granne? 1o an expleration
program, if it sesalts n the discovery of 2n ecoromic orebaly ond the
conminerzement of pruduction for gawn on the propeny or wii epTam
was cunducicd. Whea the Daecror of the Develeps wied
that produci:on for gain has steitec on the holéng: Tnted in the apphcant’s
application, tic - pplicant will be tegaied torepay with interest i e tota! anount
of nncy sdvanced 10 him by either of Uirce methods, or by zny cenbls
of thewe. He mray chouse 1o 1ep2y the 1s, in one
cash puyment or by issung to Yer Mogesty £y paid con es cf the
Com.pany. Sectiun 13 of the Rejuiations explars nonore dernl the vanous
methads of repsy ment

cFane

1t hranehi s deteds

emount advaniedi

There is provivon in the Regutauens for the \innter 10 wai-e e repayment
of 2 loun should prodicnon for gam cease. The Cperziive seitions of the
Regulations in this 1eg18 are subnection (6) of section 13 2nd sections 14 and

15.

The Reglations th
sdvaneed 10 an-2

pronade for the repaynent of awty m0Lnl OF amdunts
33t Ve oy ot st 10wy of hicce ioms Of
san The vodentshings

pndvetshags to which be has subvmived in R o)
and penlliy Cor their vatation are set out B scction 11 of the Regpuhanons



.
SOR/L-404
APEPROFBINTION ACTS,
Jepwnita of il nand, Litenaa, bitwinous 1+nd, oll
shale ot ether dejuaits and
(i) mny uther by dinathbons except cost and gax;

Nuethern Minceal Fapluration Arsistance Regalutions.
3 C. 1000 04
AT THE GOVERNMENT HOUSE AT OTTAWA
Wrnaisoay, the 24th day of Aucier, 1965,

() “propiam ogeoediture” ineany at mmoant g nded o
eartiing out a et of aajlutatony work op a riage
theiea!;

{m) “sceipient® aneana an wpplicant whase application has
been approved by the Minmler pueuant W jiagraph
(a} of sbecetion (1) of scetion b, and

PurcraT:

His Txoraney 786 Gonrns ok Go vnaz v Covset

Mis Execlleney the Govaner General in Council, on the
rean mendation of the Miosier of Nourtherm AFuine ang
) Mesnirees, purruaht to kny enacnnent of the Parlia-
e rt of Caroada Jor delruying the prvers) charges and experses
of tac Jubhie Sorviee from and afier the Fust dauy of Apnl,
1506, that provides for paymenis in repeet of the Nunlern M-
eral Cranw Yrogrom, is pleased herdby W aprrove the atnoxed
Tiegalations rerpeeting financial acristinec in the explorztion for
oil, natu:al puis and mincrels in Nerthiern Canada,

New P C.
1e? 022
/3187

() “year" muang a twelve nonth period ending on the
Wirty -firnt duy of Mureh,

Giants for Daplorciory Werk dn Northern Coreda

3. (1) Ujpon Uu application thercor to the Minister by one
o1 more jersons decrtbed in sebseetion (2) who snnd w do
explusatory work on hellings in Northern Canada, the Minister
may, sulject to these Repu'ations, emtliorive the payment 10
sueh person or persons of 8 grant in respeet of the progrza ex-

LEGULATIONS RFSPRCTING FINANCIAL ASSISTANCE
penditure fur that exploratory work

IN THE EXPLORATION FOR OIL, NATURAL CAS
AND MINERALS IN NOUTHERN CANADA

Siort title,
1. These Regulations may be cited as the Northern Mircral

(2) The possans referred W in sulisection (1) are
(@) 2oy individual who st fies the Minister that Die is
(i) & Curndize citizen not Jess than 21 yeurs of age,

Ezxpleration Assislance Regulations. - and
ooyt (i) entiticd by ressan of Lenclicial owner:hip or lzse Ree &N
Intcrpretation, or optiun agreement 10 cnwr on e holdings in X C 19T

rezpect of which the spplication is msde wnd €od- 36731/67

2. In these Repulations,
! £ ' cduet thercon o program of explorawory work;

() "=pphcant’ means a peison o group of jurroos whose .
apphication for a grant has bien ruecived by the Min-
jster;

{b) “zpplication” mcans an a;plication for a grant;

(e) “Canatian seruritics deales™ means & person 250 holds, Ree & New
under 2 Jsw of & province relating to trading iz? u-c\fri- PC avei-
ties, & subsisting and vrivspended Luenee or segistration Sori1se7

(b) any co:pution incorporated in Canads, othier then a
corporstion cescribed in puaragraph (u) or (b) of sub-
seetion (3b) of sielion 83a of the Incame Tax Acf, that
is either
(i) s private corj.oration wlose jerved ard outstrnding

thares are beneficially owned

that cntitics kim to tracc in the hares of corupazies;
{ca) “Dircelar™ rucans the Director, Rescuree snd Eeenomie x
Devdopment, Departreent of Indisn Afairs and Nurdh.- !
ern Development;

(@) “explarmtory wanl™ meiw s faer essinatioes, acrial
mapping. surveying, bulldosing, geological, peophysieal
and geochemical examinations and any otler invedtiga-
tions rclating to the subsurfuce goology, and inciudes
() in redation to exploration for oil and gas, U drille

iog of an exploratory test well,
(i) in relation o explaration for minesals, the dritling

LR

(A) by Cznudianm eititens,

(B) Ly one or inure corperations deseribed ju sub-
paragreph (i), or

(C) partly by Cunsdian citizens snd purily by cae
or inare public corporsuons Ceseriled 1o fub-
peragraph i),

in & number that causes the tofa) votes of e tisres

30 cwucd to be not less than 509 of the tols! volea

that couvld, urder the voting riphts stiscked to all

the sheves of the private corparsticn iessed azd out-

sisnding, be voled Ly the Lollors thereof,

of dizmond &rill hoies of cquivalent holes in a nume ;f'é ,";\;' i) » puble roror tior, whose 'u:f anon shares are

her satighactory to the Misister, and =y Yieied on u F:;: an stk aaelinge or are aflered
(i) all works hecessarily underniaken in conucetion wilh 0,176 for "-".1“' m Canada to the public through a Canidian

any operation specified in this paragraph, including wrnrities dealer, o

the construction and maintenance of thase fnrilitics ;'é )*D:‘;" {ii}) a corporction whose issued and owistanding shares

necessarily conneeled therewith and the huilding poertantst are heneiieindly owned by one or more public cor-

snd minirtenance of airsirips und rouds required for 30711/8Y porations incurporaied in Canada {whose sliascs are

the supjly of or access 1o exploratony operations,
{€) “zas™ weans nutural gas;
() “e:ant” meane s grant authorized by the Minister pur-
#. 40t Lo these Regulations;
{9) “hitdings™ mceans .
(i) elnimx and gramts of elzims within the meaning «f
the Yuhon Plucer Mining Act;
(ii} ninceal elaiins or locations and leases thereol
wilic the meaning of the Yvkon Quarts Mining

Loag eliiens or elaims, lenses theree! and jermiu
aspecting penniis within the wmeaning of the
Carade Miring Ripulations, .
(iv) ail and gas leases and permite within the meaning
of the Curada Ol and Cus Lond f.'-puh:.‘:‘uru,
(v) locztione 2ad leases therco! 2nd Jotmits within the
nesting of the Territunel Cocl Repnlations, wnd
(1) teased iswued pursuart o the Tantoral Dicdying
Fegulations;

(A) e anends” aacuns etals ocecrting in their nntural
t1ale, 0ces of meials, coa) and otler Laturally oceusning
sebstinees capble of boag nhed, ethier than e, pas
and sulstances ardipanly obisingd Trom a quairy;

() “Miniaer™ means the Ninister of Indine AfTairs and
Norttern Devadopinent;

() "Nestoen Cainda™ mcans the purt of Carads descrilnd
ia the &t dule;

(L) “c!” nrans

(1) culejetrntiom and ¢Cier Ly draeato resardless
sl gravaty thatase prodoced at s well hoad e hquid

S by ey pret et s etods,
(i) 2uy dadiorechons eacept cost and s, that ay be
ertracied o stcoveied fiom anriuce or subeuiface
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fisted o a Canadinn stock exdd ange o7 e oficted
for sale in Canada o the public thraugh s Cona-
dlan recuzities dealer) in s number 1hal cases the
tota) votes of the <Lares s¢ vnned to e nol Jess
than 507 of the total votes thay cocld, wndior Uie
raling rinhis attached {o all the shares of the cor-
puration issued and outsizrnding, Le soled by the
holders thereof ) and
(e) any corporativn incorporated in Cannda and deseribed
iz poaregraph 10) or (b) of sulecclion (2b) of <ce-

tion &3a of vhe Incone Tax Act .

(i) that saticdies the Miunster that, until the procan of
evploraiory wotk in respeet of which e opphea-
tion iy made has heen cwinplensd or diceantiined,
nba Ny all of its eapennlituns Jor oaplusntury
work nilk unle<e the Muarer atherwise aprees, be
made for vapioratory work in Northorn Cannda,

(1) whlowe s sard and outazs Jing shiares ate nnt Yancbe
cially onned by one or e ather corperations des
senbiad an the ~ud parageph (a) or (b)Y of <lnees
tion (3L) of seetion B3 of thie Incosne Tox Act in
any roanber that would eanse the total vales of
the slines so cuned to Le in excess of 15% of the
fotal voics that could, under the voting ripghts ste
trehed 1o all the abuivs of Ahe corporation ssued
end outsianding, be voted by the hotders thereo!,
and

™at is & corporation deseriled in sulparagsaph
(i), G or (miY of pasagioph (b).

(iii)



Apnendix 1

WRE/1,/ 065

DEPARTMENT OF TRADE AND 1INDUSTRY
FINANCTAL ASSISTANCE FOR MINLERAL EXPLORATION 1N GREAT RRITAIN

A GUIDE FOR INDUSTRY

o ‘t.d\/\L *

1 These notes ceacribe a scheme of financial assistance for mineral oxplora-
tion oseraved by the Departsent of Trade and Industry uader the Minerel
#xploration end Investment Grants Act 1972. In order to promote the economic
Cevelonpment of our minaral resources, and subject to cortsin limits nrescrived
in the Act, the Department is given discretion to contribute 357 of qualifying
‘expenciture incurred in exploring for and evaluating for commerciul purposes

incral dewosits in Great Britain., Under present arrangements the minerals

.

o

incluced in the scheme are the cres of non-ferrous me tals, fluorspar, barium
minerals and potash. Assistance will be given ornly to prorrammen wihich have
been submitted in advonce end the Department may refuse to consider undsr the
rerene any programme Which in iis view does not merit assistance. Wrere
exploration leads to the cextraction of mineral deposits in commercial guantities
the finarcial assistance reczived, plus interest, will be repayable to ihe
Government. A guaraniee of or security for repayment may be required by the

Departrent.
ELIGIBLE AFPLICAITS

2 Financial assistance may be ypaid to any corporate body or company

incorporated in the Unitcd Kingdowm. Overseas companies, partnerships, joint

o

vestures or individuals arc wodlcome to &,ply for assistonce under the schen
but will be required to-sel up a company registered in the United Kinpdem.
To qualify for consideration for assistance an applicant must show evideuce
that he pescecses - the finnnecinl and techrical resources Lo carry out the

proyeced expleration progruinwe or the means to .employ others %o do no.
QUALTFYING =XCInbIT

3 fusistance will be provided in respect of qualifying expenditure on approved
yrograr mes of exploration foir and evaluation of the minerals specificd in
Paragraph 1 above, provided ti~ applicant hus cenplied with the terms and
conditions of the schero. The exgloratien rust have Leen carried out withain
Great Yritain or on the UX Continental Shelf. (The scheme dous not apply Lo
Northern Ircland). }n genern) the schene ﬁrovidcs ascistance up to the time whe
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o cdocinion can Lic taken vhether or not to procecd with the develojuent of a

productive nire, Guirry or oiher mineral source. wunlifying iteriz will, for

axanple, norsally include expenditure on the following:

o Guoclraical, geoplysical and other surveys dircetly related to

w.,

specificd arecan.
b Trenching, test holes and borings. .

.¢ ploratory shafts and underground exploration.

a

d Collection and ascaying of samples, including bulk samples.

e Mineral processing and mets) extraction assessments, including

pilot plant operations.

f Direct costs of fucl, materials ond labour; fees paid to contractors

. for carrying out qualiflying work; hire of plant and machinery.

g Temporary buildings and ancillary works likely to be of no value
at the end of the exploration phase.

h  Other costs attributable to the project and which would not otherwise
have occurred, eg foir wear and tear on plant aand machinery; cost of
feasibility studies lecading to a decision whether or not to develop a

productive mine.

e

The rchabilitation of old workings or installations to the extent

that this is necessary for the conduct of the exgloration programme.

J Qualifying overheads related to approved expenditure,
4 Expenditure on the following will not qualify:

a  Gerncéral sludies including literatvre surveys and regional peoloyy
aimed at defining spocific areas in which there are favouratle signs
of mineralisation.

b Costs (including legnl and other professionnl costs) of acjuiring

concesaions, aineral rights, land, planuing permission.

¢ Buildings or other aunets likely to have volue on completion of the

approved programpe (but see 3(L) wbove for fair wear and tear provision)
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¢ Any work which in the Judpeicnt 06 VA0 Pl tmtiton hova v oo .
reasonobic proving of the extent, jrade, workability and value of the

mineral aeponit,

¢ Any work carried out prior to the date on which the Derartment s
notificd «f delails of the propramne, any wark not included in the
progranme of work gubmitted to the Dejartment, and ary work not ayrecd

the Deportment s qualifying for assistance.

)
f Any work whodce purpose is not related to new exploration, efg o
procracme to extend the development of a mineral \“'Oolt which 15

slresdy being worked.

¢ Any work for which plenning perrission has not been cbtained unless the

Department is satisfied that such permission was not required.

5 Assistance under the scheme will not be given in respect of expengiture wrich

1

has Lenefitted frow payments under the Investment Grints scheme or from Ancional
L :

Develogment Grants.

APPLICATIONS FOR ASSIST

6 Procpective opplicants should approach the Department of Trade and Inductiry

{ =1), Thames House South, Millbank, London SWl (Cl~-222 7000 Extension 1359 ar
1003) who will be ready to digcuss their proposals. Applicants will be regquired

to provide the information set cut at annex 1 to this Guide. When a proprarme has
been received the Department will comment as'soon &s possible on its willingnoss

to pay contributions. Work carried cut “efere the Departront recvives the vrosrsmme
vill no%t qualify for assistance. Tire Department will normally agree to assist work
carricd ouf between the date it reccives deteils of the programme and the datce on
which it makes comment, where the werk in question would otherwise qualifly for
assistance and subjeet to the overoll finzncial limits applicable to the scheme,
Conpunics which bogin work before the Department's ceomrents have tewern received do

co, howvever, at their own risk.
CORNITTONS N0 R ORSLAVED FRICGN D0 fLLLIVING CLﬂTRIBUTI NG

Vi The Act specifices that the. Sccretory of Siate may lay down terms under which
cortribtutions will Le peid and it requires compliance with certain conditions
rclating to the provision of feolopical informstion and to land planning. In

groeral, a company, before receiving contributions,will be required:
&  Provisicn of Torraticn

to keep rccords of expenditure incurred on the vrogramme; to nllow the
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Pop v licnt o At representatives, Lo xnopect Iron Lame Lo viae Luch
records, o8 well o physicul works arising franm the procramne; and to
cubiit Lo the Department and to the HMotural Livironment desearch Vouneit
(1actitute of Gonlopieal Seicnven) pealopicol and ather teclpgnead antorens
cion including samples and nnteran) armaming from the progridreme,  Gaidnnea
on the form and detadl in which this inforantion will noraslly be reguared

is st out at Annex 2 to this Guide,

L Ranning newminsion -
to sutiufy the Department that él&nning permission for the werk has bee
obtained or that it was not necessary to obtain it. In order that trey
vill be able to meet this reguirement, companies are advised to censult

local plonring authorities before and during ull stages'of work.

T C ﬂ:lmvr(ﬂt

to agrec to make repayment on demand of contribwtions received in resproct

of the prograsme (toprether with interest due) if any of thc‘cvénts

described in Para 8 below occur. In such cases the applica;t is also

required to accept liability to repay with interest due all centributiens

received in respect of progranmasexccuted prior to the present progrun:

. where such programmes were carried out in arcas waich overlayp the area
specified in the present programme, except where the Department may apres

otherwise.

d Comnletion date

to agrece to carry out the progromrme with reasonable speed and to sulmit
all applicuations for contribuiions relating to the projsramme »y rot later
N\ than a date to be specified, subject to such extensions s the Departrent

may ‘l]n“. ’ .

@ Tex informntion

to agree thuat the Departrent nny pass to the Inland Revenue details
all firnancial tronsactions betwean the Departnent and the corpany in

respect of the preqmpramne.

ROUMIUDANCTE I WHIZH LIAZILIYTY T0 RUFAY ARISES

The ceowpany will be liotle to wake repayment on demand of all contritutions

received, plus the interest due, attritutzble to the programme, if any of the

{odlowing events occurs: .

a Cormereial rroduction

~

if within twelve years of last paynent of o contridution any minerals ave
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extrocted in conmercial quantitiesn from an atea within Lthat specathied
in the procramne (the explorntion aren) or frum any ovebody part of
which 3o situnted in that areca (hut see Fara 12 belaw).

b F-ilure to r-\h!‘ thn T)‘-\:r"

PRSI

if within thirty days of the cvent the company fails to inform the

Drportment: ¢
\ i that work in the exploration area has sbeen suspended for a veriod of
: six months .

;{i thﬁt the. cempany has taken a decision not to carry out further work

+ " in the exploration areca

that the company has taken a decision to initiate the constructien of
works required to bring into commercial procuction a mineral sourcce
in the exploration area

iv  that commercial production has begun fron a mineral source in the

exploration area.

if witlhiout the consent in writing of the Depariment the comrany

company's interest in the prorramme or of any lcase held by the

[£)

cormpany giving it a right to cxplore for or to exrloil minerals in th
erca specified in the programme. Where sucr assignment, wnether for
velue or otherwise, is prorosed for operationul purposés, eg on sctting
up & separate company to mine dzyosits discovered in jursuance of the
programme, the Jepariment will be prevared to consider releasing the
conpuany from its liability to reray in return for the assweption ol a

similar liability by another company.

a liguidntion

if the company poes into liguidation.
¢ Conrento s

if the cempany foils to obluin a suitable junrantor or to pgive adeguate

secuwrity within threc months of Yeing required by the Derartrest ta do so.
DHOGIUINES WHICH ARZ WPCHTIVE O MULW WITH (UALIFILD 35U CHSS

G A%nvtive Yo “f~~n° At the reguest of the ceonpany he Cepartment may anvec

to closuify o prograsue, or a cerie. of vropranees relating to one area, as

"abortch“, provided it is satisfird that the minerals discovered by the procrar melss
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are of Jittle or no cuamercial vilue. Where the Sojavtreat no laanfiva o
prograsme or proprammies the company will be releancd from oblication to repa:
contributions re~ived und any interest due, in reapect of the acen covercd hy

the pro.r oemelad.

1G  rroeraamen which poel with ngg!ificﬁ success  In cases where a propgrarte,
.

or a seriey of programaes rveloting to one arca, discover nmincrals which in she

view of the Department do not justafy o classification of “abortive” tut whore

the value of the minorals found is in the crinion of the Impurtement stall tkae 1t
would be ressonable to modify the rerayrent liability, t “ﬂ deyastnent will, =%

the request of the com:iany, consider such modification.
TERNS MON INTERLST Ol SONTRIRBUTIONS

11 +It is a conditicn of recciving contributions that the company sholl acrec o

P

ray annual cempound interest on such contributions ¢t the hirher

[

Lilic Wo-s

EBoard (FWIB) annuity rate for a 1G-15 year losn in force on the date pavrent of
corntribution is made by the Department plus one half gerceniayre joint, in the

event that repayment of the contributions becomes due. (Cranges in the 1WlEP ra:
r

are nctified in the london ané Edinturgh Gazcties). UWnere a scries ¢l contrivus
tions are made in respect of a programme ‘cach tranche will beor the arirciriute
interest rate. When the accumulated interest on a tranche has reach
2C:" of the value of the tranche further liability for intercst er that tranche

shall cease.

DSFFRRED rEFAYIENT . -

12 If an oblipation to make immediate rerayment arises as a result of cemmerel

production (see Fara 8a atove) and if the compuny so wishes the Dapartzcat ray

agree to receive repayment by instalments. In such cases a lean will te Iormed
apcrosuting th tal of con mutions made in res nf the rrorranme with
by egereguting the tetal of ¢ utions made in respect of the rreg 2 t

the total of interest cutstanding at the date psmmaréia} wroduction begins,

Sim:le interest will le porsble on the loan. The ywrariy rate of inter:st wisl
the Ligher FU5 arnuity rate for a lu=15 yean loan ir force at the time tze Ioa:
s one half percentage voint., 'During the repaymert peoricd nuch

iu
interest will be charged on tiie balence of the loan from time tc time cutarandin

13 TIayment of the first dnctalment will beenne due and payable einlteen month
after conmercial uroduction hepins ond eoch sutcequent instaleont ot twelve ron’

o

interviels thereafter. Apart frosm the final inctalment each annual repayment w
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Frot Lo lens tha 4 of the pet realiselle value® of any Fanetr. o ertraciedg in
Tre yoear ending sax montl befare the due dute of the reloevant repayeent, or
culh num o as Loy te requived te pay the intersat ocutsntianding at the due date of

repaynent, whichever is greater.

SEREAHIIEN ¢

.

14 Aprecment by the Department to Jdelerred repayaent arcangensnta will Lo
wubiect to the provicion by the company of puararntees or sccurity adejuate fo
ensure paynent of the outstanding debt.

G HIR OF TRGRDATIGH -

[N

3, luformation orising out of operations on a programme shall becore the

property 'of the Departsent and moy be putlished:

a if the company i6 in breach of any of the cconditions of the scheme:
. ; .

‘b if following termination of work on the programme by the company,
the Depuriment at the request of the écnpany (see parsgraph 7 above) has
notified the company that it ic released from any lizbility to repay
corntributions received in respect of the programne and for intercsit on
such contributions, and tuwo years have elapsed from the date cf such
notiflication;

¢ if twelve years have elapsed since last vayment of contributions to a
progranme wnless the Depariment is satisfied that minerals in tlhe

programme area are being adequately cdeveloped.

The provisions of this paragraph will, however, not apply if the cempany repays

all contridbutions received on the programme togcther with interest due.
AFPLICIICH XOR CONTRIBUTIONS

16 As work veegresses the applicant may submit, not pose frecuentldy than half
yearly, asplications fer contrilutions tewords qualifying exvenditure dewscrioed
in Linojropronie o Shure applicticns nusl b anpértcd by evidence at the
epensitire Lo been dncurrod and the work coryied outy tormether wath the
Feolosical o otacr tecknicn) inforiatian rrdsing from tre propranme during

tie relevant jeriod (innex 2 refors),  dvidence will aleo he required as to the

. R - s . . . . .
aet Tealin e value' will be defineg by acresmenl bLetween the Leeva:

o dienoveanyt ppndiennt da the 13550 of eaen e, In the cane o o
L U WY necmaldly miean Lhe actual or deared nel nrocesas of sale ex v

Ceemuer trate,

Trotuced Sres

1 the exrleratien aron after the doluction of e o
CLoap o ;"‘f"l"-"' in:

. el
Clan deliverns the conenntpeaten thercal ., ten srolts

LIRS
R I T S Y B L T I T B

196



Celition on planning prvndinsions In additicon, where ;o plicationn are radde ag

Coer aun. jayoable to tnird parties, covidence will nornalddy b required ot

. S

auch poyments have heen rades ) .
- Applioations for contritutions will be dealt with no soon an restibles atfter

Lthey nre received, Pageients at the rate of »’,."\',.. will boe padoe oon the actued cont,.
of cundirfying cxpenditure ereopt where theae are higher than the eatualed coats
L fied in the prograsmevrior Lo the start ol operationc. Ja this cvent

will rorsa )y te based en the estirated conts. I unswpected contiitior:

are encountered Zuring the excontion of o projprawme, ¢ pealemacnl pretl
entaiding delay or higher conts, the applicant chould inform the Deparirent os

Loon en pocoitle wad may subait for cennideration o revized propgramce with ui-to-uote

Lin..ten na oo buoels for subsecuent applicuiions for conir:tutions.
LOSIAMANCE FOR LATER PHASES OF A FROJICT

18  The fact that the Department has provided Tinancinl essistance for any

partrculor vhase of an exploration rrojuct implies no commitment to arsist

Y

-

Progronne s éOVﬂ~4n3 subsequent phuses of the seme preject. However aziditicnal

assistance will not normally b2 refused if in the opinion of the Jerastmeunt the

further work is justified under the scheme and can be accomvedated witiiin the Sy:il

( jfunds made avoilsadle by Furliament.

-

CiLSATION OF LIARILITY

19  When a company has been released by the Departmeﬁf from {Ls liability to
1oty on a vroprafre or when a company has repeid with the interest due all
conirinutions roceived on a propramre no further liability for ropsyment ranoins
with the comnnny in resvect of that nrocrarce, and the cenditions of (e schome

ave po Jonger Linding on the ccupany in resnect of the progranm

SHIAL ARDVCTS

") Y1g53§rv v don A1V devedoymant nnd ehange in tve use of Janld i

Jvatasn Tnocortrolled wnder thn Loun and Yountry }lunw ni- Acts.  Develoe:

3nrliten both ones

ations and raterisl chanee in tie use of land,  The tlanmngs
peserno contuingd dn the dctn conntitute o jositive nstrunent for exomicing, oad
rocenerling to the fullest ypossitle extent, the conflicting claims on lond ue.
RTEREN S S:vrciury of Ctate for the Znvironwent is the central authoriuvy

aininintration of vlasnini,  In Seetland and Weles it is the reoponsibility

arprepriate Secretary of State.  In the rirst instarce, hewever, the
Coiviinnation of viesther an activity does or dowuns not reourre planning reru.onion,

S teriaen wosther or pol persiciion 35 pranted, i the responsitility o b
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Cs dwcal plaaning autlhority.

Moy
| The pcheme will din ro way aflfect the opevation of the noannl atatutory
pranning rochinery. Cthe foct that o conpany Jo receivaims acciatance wnder e
aebean will not recove the noed to obtnin »lanping perminnion where actroprinty;
enunily 1t will not lo o valid srgunent inAnnpporL of an auplication for plannine

.

jermizsion to say that cuch sanistance is bedng or will be given.

The Noture) ireiron-

Leveen . (I ui‘.n.’: Cf

pent Gvuearch Council (Nature Concorvancey) Las resioribility for Noture sennrves
and 3ites of Lrsedal Seientific Interest.  They will be teld in confidunce toe
location, types and duration of the work rroposed by arpliconts. If they

\] g ! H P
cousider that the rrovosced work might affect any of these arens, the erpdicont Wil
Le acked to conmsult thi v or their nomivec. In such ceses yrayuent of contriiuiiong

would bLe subjeet to satisfoctory arrangemints having been mode for the vondyw

i
-
a
i ]

the worx. iy

23  VWater Recources River aulhorities in onpland and Wales have o primary Guiy
Lo conicrve, redigtribute and augment wiater recources under the Vater Resovrcoes
Acts 165%5-1G71. Comiunies are reminded particularly of 3cction 78 of the 300Z ac

which recuires any person who proposed to sinl a borelole to search for or work

~ -

minerals to give nctlce, in a form prescribed in the Woler Resources (Micacllnarec

Provisions) Regulations 1845, to the apsrovriate river ruiherily. On recelvir:

notice, the authoity mey serve o Conservation Notice on the operater requiring

him to toke reasonzble sters to conserve waler resources. 2ecipicnts of a

Corrervation Notice have the right Lo awpeel to the Secrctary of dun Lthe
Fovirerront, Shese reguiremeontis arce not necessary in 3zotland where underorownd

water i a minor acurce of public supply.

coportent of Trade and Industry
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Purther delnils nay be nnked for te zU\wlcnnwL L bande

roaust Led Felow. wWhoere Lhe ppplicont W maae O Lrevieun gulatiocion at way
m,prn;u')..tr: to refer Lo Lhas.
DaATLS OF ATLITANR(8)
- {ad
1 (o) Nome, address and teldephone wabver of avviicont
o
(v) dacress of Regintered C¢ffice .
.
(¢) Xore, ndc.rcu~ cnd telernone aurber of ine versen o Be gartocted
for any further inforuation pecuired, end of o oaepuly
(a) Lame and address of o UE tont from wanich & referance cad ve ottaly
r
e ‘Mo will be carrying out the ypreposed ex;loxatlcr (i7 rot the g lices
(a) llome, addross and Lelephone number
(v) State pricfly the ralation shiv with the arplicent
PINACTAL IS0 S0
3 Yrovide:
() o copd oF the chi™ 1rry peIOTE HAW and artd ¢ nusosiulion &
other conttit sutionss docu ;b ey ' T
(b) A cory of tne aynisant's 1atoeot duddted accounts ord Lic lanen
gircetol s’ yeiovt
""""v-————--nn—.”—v‘__,_...——n-ﬂ‘-“'-—vm ——— - e v et e o —— _,...-—--’——-—»‘--.: e m———— e —
(”)‘\ . . . o . Coz A  l
Athouph Lhe poviment PN “‘J to consiucr artirviecs fron Pncaviaun
Crom arner bl O v S wil) in fuch Tasce poqdre ot o 1
v 1Y N TRR IRt S yrred oL cotad Whjch oWy Vb

L.
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suformation Wil it



(¢} in addition, 1f Lthe appliciat 10 o sabrddiary coarany, o coioof
the datent sudited o cowntn o 2o ultinate porent cos)ans ard of
the w1oan of which 1L forms part .

(@) Wrether the company or “Wwusiness or any dirceters or partpers are
carsociated with Lny other tusiness,  If sey furiher perilcud

ray be required

ars

(e) UYhetlier the avrlicant corjpany's stoch or shares or those of un
associated convany arce fquatied on a rocognined LIOCK exchunse, and
if &0, pive the none ol the cuchunge

DIPALLS OF D00 BAFILIATION }?OJJST

4 () Hame by which the vroject is known to the applicart

(L) Deinils of site or address; pleoase include threz coriesn of a maln

‘or Y which should be to the scale of 4 miles Lo tnc inch,
indicats e bnuz‘.,u.‘les of the arcs to ua explored and aiviag
nationl g.:* a@ references {in the case ef prejacis
cooréirates on muvounean catun for tie arez chouls
should Ye signed {or identification purroses by a
COMParY .

{c) 1lidnerals sought

(@) Provide three copies of a scvurcie stsierent, with
&nd plans as approrriot ¢ the relevant L<clo*:

chowing exisiing
torpete ;
geoci.enical ¢

Yy and iconid
wezuding lod

V) (n)  Wno owns the mincra) riznto?
(uw) roa have Leen arrenced {o obtoedn aceens for cxplovetion
pazpovvn‘
(e} what terms (Xf any) nave been aprond for werking the mineselol
L Wnat arraniements are reins made for planning nermission?

200 '



RANES I HY S0AN Paliaati

2 (a) Dbenevibe vhe work profrieat for whih annistwnee inouein souriht

(n) Hrite projosad slarting date and tarset dite for comlotion of

Lhe worlt profjrasnge i ,

(¢) irovide tnrec cepiva 0 v osepiaate atatement pmiving o b: cakdeyn
of the entinnued cont of Lhae work proguvames Tor vhich annisinuee
35 oncw teing sousht Lot her wath jwlerpetion on Fow e
toen coariteds Gan jpdrenticen of the Drenkdowr.

cotirntes have
yeguired 13 siven in poroerapn 3oof tho *Gudie
Fayraprian b of the Culae inéicatien the hind of e
will nct nermally cundify fer assistance)

(@) Statc totnl amcunt of financial
fyom the Deportment of crade and
o

ropranme deseribed in tiis snpld ation
5 f

8 Bow is it proresed to finsnce the balonge ol tue coot of the exvlovation

prejectt Tpiicate sepomaloly any contritution from rublicly financed

s0Urces

§3100 COF APPLICATICNS

earane
S0

9 9ne npplication should Le accoryanicd by a stovenont in the fellowin<:

fora:
(3) e wish the rroposel exrlor” tiom e ranne outdin~d in

avvlication to be copuite~el Tor financial ngniciTnce U

. . Tt ST N R - 1.
Y eatrent Gronte sct 107D, To ne celk

Finere) suahoviotaoen

of our knovlec-e and veliel he ipforeation given avove jgocon ot

che Doyartment

(it) e uncerstond that Lo Ceve ony nenien ove advarneod vy R
5 3n writing veearding

wi Wi b peguives Lo pive undestadinr
4 wd eanit L Cne. cove Tyt the ne

LeNL anG

Lhe AT

(iii) . Co . . . . .

2130 Ne acree thnt the Indormniron gmived $u this am licatien may be rase
a3 1ot le i cor fidence to the Tnstitute of Geolopical scicnees.

I v L N T T io- S e .. N 3 "
(iv) o oapree dheat the dnfersation aiven an Sub-parag rophn Li{n) and

PRTS ~ P : N
ind (L) fay we rode evailableo an cunitecnes Lo Lhe Dnture wonoe:

. f D L. Vol N . - . . . . ' . . .
1O 4 Yieations must be signed byoa Circctor, who sieuld also nign ang Labs er
S T S T et
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Ahnes

FINCRAL LAPLAOWT TON ARD TRVLSOICIT GRANTS ACTY Y19
CULIZAT Sale AND OUVHER PECENIZAL INFORVATION 5 UTeiD URLER Surioh 1(2)

Corponicn necepling arsiotance under the Lot will e yequired Yo valic ovep

to the )hl for tronscizaon Lo the Buhs {(Inststute of Goolomien) Soacn ) for -
Lthe purrsae of the geoalogrical survey of Groeal britain, 2)) peolorical ooty
including proces d waterienl rolating to wvuiloration, evaluntion

veloyment on the nurface or underround corrind out ty, or for,
including cections, bovenole 10;‘:‘, TARCrslogtaal st
and, where reauesied by Lle IG5, repregsentative samples of nmateriol ol 1f\L~“
during the progreus of projecis. :

'l’rnL(:X‘y

Sej. rate returns of information are requived where appropriate uvicier the
followving headingsi~

Geeclienmistry Copies of:- y
(=) Geochcnieal maps showing the location of ,w\“'l ng sites and uitreated
anu)ytical data with appropriate nap reflerences.

(b) Maps showving processced data and other material for use in the inters-
" pretation of the data.

"

(c) Reports on geochiemical surveys conducted by, or on behalfl of, the
CoMpaly .

(&) Borehole analytical logs.

(¢) Reoults of chemical analyses {wet or instrumental) of rcck ord =miners
sampleo, ddentifying the analytical acthods empleyode.

(f) Assay plans and scctions.

Geopryvsics  Coples of:-

(a) Recordus of georhyosea) measurcnents wctually wnde indicatirg :
and valdues of all olworvations, the reduction and procesc.t, proc i
adopted in compi i 205 o0 ol oy data Lo be jrovided ynaer bara (v

belowv and full detnils of the oquiiment and experivental ar cangenrnts

utiliscd.

(L) lapg, ylonys ond profiles shewiug geoptaaicend inforvation in
wviteh 3t Las teen yrocenaed for gedlopgicul and mineral oo
the iren, ’

(¢) Geophssiand bovelole Yopn and dala frowm physica) properiy tenti on
colle-clued apacand nn.

ol Uaevneerin s

o ——— e e e e o

o

Reports on, dnctuding the results of ) labor dory and/er
dnvestisationn atmed at determaining Un recoverabality of val =

N N ]
wud/or petads wheether carricd out Ly the company ov by onnultintn to th

Coany,
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Sy oot e hy

P

¥
Conien of rerinl photographs obiafned Ly serveys nnnisted under the
Lot or onotoaurance that such phivteorropha vl be properly preserved i
Ydd secessrble within Greot Britadn.

s e Tuds

of cecens Lo core ond to tale nonples,  Coopatiies may aluo be reguired
Lo Lunply Lo the I65 rejrecentative cicaple:n, of up Lo 287 of core
Sdinuly in continuous lengths, or Lo supnly up to &5 of other samples

the jurpose of record or examinstion, or fo display where no breach of
pcecurity in invelvede
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AN OUTLINE
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CRALS LXPLORATION AGENCY
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1972

METALLIC MINERALS EXPLCRATICN AGENCY
CF APAN

No.ll Mort Buic.ng
11 Akelune-cho, Sniva Nishuikuoo, Minato-xu,
Tokyo, Japan

Jewephione: Toryo 5053-2801

Cabie Address: TANKOJIGYODAN (Tokye?l

Teiex: 124376



1.  Estabh<lunent and Development

A) Establishment

The Metallic Mincrals Exploration Agency of Japan, has had a fore-

runner, The Metallic Minerals Exploration Financing Agency, cstablished
on 20th of May, 1963, under the Meciallic Minerals Exploranion Financing

Agency Law (or Law No.78, 1963) for the purpose of making loans 1o Japa-

nese enterprises for the exploration of valuable or potentially valvable ore

deposits

B) Development

(1

(2)

(3

)

(5

(6)

In 1964, the name of the Agency was chauged 10 the Metallic Minerals
Exploration Agency of Japan, and the range of its activities extended

to detailed geological survey.

In 1966 the Agency was entrusted by the Ministry of International
Trade and Industry to take further steps to promote regional survey
actlivities previously under the operation of the Geolegical Survey,

Institute Agency of Industrial Science & Technology.

In 1968, the Agency was responsible for the following activiuies:

(1) the lending of necessary funds for cxploration of metallic mincral
deposits, (2) the undertaking of geological siructure surveye as
required for such cxplorstions of metallic mineral deposits, (3) the
guaranteeing of obligations resulting from the raicing of necessary
(4) the collection and offer of data regarding the development of

metallic mineral resources and the despaich of survey tcams.

Since 1970, the Agency has been carrying out cooperative fundamental
geological surveys in order to help to promote natural resources de-
velopment in develeping countries ond to explomit their promising pe-

tentials.

In 1971, the Agency was carrying out a survey of the cooperative
regional development plan, mainly the one of natural resources,
in the regions of developing countries where Jupanese cuterprises

are oxploring non-ferrous metalthe mineral resources.

In 1972, meeting the need of the times, the Agency wvall carry out the
following activities: (1) the inanguration of the special financing

system for the explorastionof uraniuim ore deposits sbroad on a "repay
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8 your sugpesy” busia, (o0 Pe8) (2) e oo

Steuchion of a geolg-
Wl survey vounol Cuve p. 19) o8 the wupye
.

Y Of sealwt CONOUSCON,

I, Capital

The Agency, which staried out wath o capual of Y200 mtllion, iy capl.
taliced a1 Yo, 900 wilhon at the end of Macch 1973, as o resali of addiniony |
tavesumenis by ine Covernment,

W Management wd Ovgantzaiion

The Agency has stalf o tolal of 115 e g Prasident, ihree o:.nn::.-.
ons Auditor and 111 othars,

The Agency's organization 13 ax follows;

—:.'..._._,.E._vc.?.ﬁon M.II'._
Auditor ﬁ-0:.»20.. “
ﬂ!!"lﬂL "

councilors techalcal adviscrs

) .

[ Dtrecior _ 7"’.:2..: Affairs
Sectiun

TACConnts Seenon

hn.::::.. bSection
; . 2 se Sevt
Finance Dep .l?.::..t: Sevtan

Lixuminativa Section

e —

I Regsomml Ceolugiwl
-w._n-—I,J Jurvey Section
<nﬂ Dept rhernint Gevingical

S9urvey Sectieon

Al e

tOveeacus Fununce .

._ Sesuon

. Overseas Geological
~Overscas Dep .'.ﬁu.:-f.\ Section

b
3

Su.

5

h?.::::,n Lention
Advisers
—Minersl Re. — ! rAusiralian office
| s0urces Cenire “U.K. office

“ .Z..._...::.S ofiice ~
__ Jn~...:....= office w
i FPRUppine office

| LZaire office -

1

.ripn-'o.ac:o Office

t

—Nakatatsw Otfice

.T.zcb:oa: Ofiice

!

Shimokita Office .

1
=Yazagata-yasinna Oifice

Tv.ovo.r..os..r.\sb- Office
hwl._‘.w?:o Office
“l:.;-f.!uz Olfice '
rz:.&- Oifice

Noie: The construction of the 2vological survey vessal will be Danaged by

the headquariurs established apecifically for the project.



V. Autherization of Funds for Demestic Exploration

A) Scope of the Project

The objeciive s to make loans to qualificd individuals of enterpriscs
10 help to finance their exploraiion activities, The Agency has been providing
such financial alds since s ceiablishment in 1963.

The terms and conditions of such loans arc as follows:

(1) Borrowers
An individual, to be eligible, must employ more than 1,000 full-time
workees; An enterpriae must be capitalized at Y50 mtllion or more
A cmpley more than 1,000 fulletiine workera,

(2) Authorized Exploraiion Objectives
Copper, Zinc, Lead, Mangancse, Gold oces

(J) Limu of Financwng
In principle, the ratio should bebUXor lens of the cost of explocation,
In special canes, where the explorstion ts conducted in the ares lar
from working mines the limit might be ratsed to 70%.

(4) Interest
7.3% per annum.

(S) Repayment
In principle. the loans are to be paid back within six yeara, including
s one yesr delerment. In special cases, however, the term of ree
demption might be extended to 10 yesrsa with one year deferment.

B) Budget
Fiscal Year _ p—vﬂcm-o.“”.iww- Borrowings # Owned Funds

1963 ¥ 200 million ¥1,300 milhion

_ 1904 Yoo o* Yi, 700 " “Y 100 million

! 1965 vamo o " vi,mo " _ yao
1966 Y200 - ¥1,800 " Y400 b
1967 v 100 " Y2,000 - Y500 -

/ 1968 - Y2,l00  * Y600 *

¥ 1969 - L ov2,200 " yeoo -

| 1970 - - Y2, - Y500 7
wn - Y2,%0 "o Y2700 "

_ 1972 - ¥2,700 " Y600 *

- b -

C) Schedule for Fracal 1972
Leans Available from the Agency wn fiscal year 1972 for domestic ex-
ploration actwilies amount 1o ¥3,300 million, and are to be granted in two

"lots, one for the fiesthalf and the other for the second haif of the fiscal year.

D) Reeults achieved
During the nine-yeat period from liscal year 1963 through Macal 1971

loans 1o 15 canpneies (152 mincs) to help them 12 vork on

the Agency mnde
exploratory unnels (1010} length: 8335 kilometers), test dritling (totas depths

3761 kilomeicrs), and v_.«u.no.n.:.::nu— prospesting ever ARLY square kites

meters of land in toinl. These entegerics cost Y22,000 mition and Y22,100
militon, 52.6% of which was accommodated by the Apebry. e 1o ot
progress in prospecing technology snd the active pursuit of untapped r3e
sources on the purt of industry, a total of 119.4 million tons of ore {copper==
{ million tons; lead and zwnc--27 million tons: manganese-<l million tons:
and ao_a..o.a million tons) had becn newly produced by the first half of f1s-

cal 1971, -

V. Regional Geological Survey

A) Scope of the Project
The regional geclogical surves project on cepper, lead and zinc Oores
stage achvily of the

(s corried out In the selecied 27 districts as the firs
ten-year nattonal exploration programme whien accelerates prospeciing
works for domestic base-meral mneral recources by mining companies.

Since 1966, the project in each district has been conducied by the A
gency to Ascertain the geologtc structure of \he district by means of geologi-
cal survey, nuoa:»::n& explorahion, airborne magnetic survey, various
ground geophyacal cxploration and deep structural drillings. Expenses of
the project are aranted by the Government of Japan to the Agencys.

Basic woo_an.noﬂ survey projeci on two ford-milver mining disiercts has
been conducicd Ly the Agency since 1958 as a poct of the five-yeas urgent
rationniization plan on twelve gold mines. Expenses of this project have been
granted Ly the Government, and other prospecting works are carried on by
@ining companiea at ihelr own expense’r ‘.
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N)  Budger

R

b ————— e .
P Fiscal Year !Regional Geological Survey _ tasic geological aurvey

~ of gotdl mines
—F -
T e ~

|

)

1

|

..n:.,'l'.

Y, 722,000

{
.. LNy Y2740, 6%, 000 -

. 1968 YAG, 283,000 V9, 180, (00
! 1969 YU, 900, (X1 | Y8,215,000
i 1970 V5,815,000 Y7,744, 000
i 1971 i V414,25¢,000 Y7.5%,000
_F- 1972 m Y488, 192,000 Y7,710,000

C) Scheduic for Fiscal i972

The following survey works are under opesation ta 12

diatrices belng
continucd feom the

precehing yoar,

Photogrammetric mapping 1,975 square kilomoter in districts

2,480 aquare kilometers tn 9 dratrices
312% aquare kilometers in 6 dixtricts
10,000 line kilometers in d latriets

Geologieal survey
GCravity exploranon
Awrborne magnenic survey
Setamic exploration 10 iine kilometers tn one district
Elcctric exploration 100 hine kilometers tn one disteict

10 holes 11,300 meters in 7 districts
ed gravity exploration and one core drilling arc conducicd for
expioranen of gold deposits in 1972,

Structural deitling
Detand

D) Results Achieved

During ntx years «ince the beginning of the project tn 1960
surveys covering 13,049 square kilomeiers in 27
Arammetricallv- made

» Reological
districts and using photo-
tographic maps of 17,383 wquare kilometers ot a
scale of one 10 1en thoueand, grochemical reconnatrsance survey tn one
Jdistrict, atrborae magnetie survey of 18,930 ine kilometers an five districts,
gravity exploration of 6,370 equare kilometers tn 1} diatrices, deep electric

sounding aurvey of 26 line kilometers ta one di et seismic exploraton of

sonic survey of 576 line nlometcera in
and 51 structure drilhings of twial ),662
Field peological surveys have been earricd out with 26,000
man-day geologisis of univeraiies BANR companiy

99 line kilometers tn cight distercta,
adjacent arca of Iwo districtes,
meters length,

8, prefoctucal goveras
ments, in most districts and contracted Ly & geological consultin
in one case,

Amount of works conducted by the Ageney in the basle survey of two

8 company

.6 -

r r Y ware kiloe
L aning ol irt 1y cutprises mougrapghic mappings of 10 squar
”: { h J

meters, geological surveys of 510 square kilometers, naov._.na:n“_ ““.‘..H.n“
nalasance suevey, and clectrie prospecung (deep scunding and v
polartzation method ) of 62.5 hine kilomcters. . i

The eopional geologteal sursey tn every distiaels fans s e
menial geologic sct-up and geologic structures of ke n.:n.n..».:”_n " ::.
and contrihuicd well to the selection of afeas favourable to acuviyy

following detatlel geologicnd explornnon prapwt,

Vi, Detaled Geological Explorations

A) Scope of the Project merat
The detatled geological enploration for Yuroko and other base _
o
ts being carcicd out in the mast hikely areas svlected by the preceding
ores
t
regional geological survey project. i
¢ The explorations have (o show detailed geologie siructures of the
tings
target areas by means of systematc core drillings, gecphysical procpecting
a
and exploration tunnels. 5
Expenses of the exploration works are contributed by the Government
X rne.
subsidy covering 60 percent of tic total cost, and b¥ prefeciural gove

ments and mining companies concerned, eack sharing 20 percent.

B) Budget .
_wv..-n-_,\o-u M 003..:1“.“@»&\ m Total M.v.wuu..n.. N
| ! V20,0000
i 5 ¥72,000,000 ,
| o | " Yisaonoe
91,80,0
. 1965 | yai, 800, _ ri50m0
: 1906 H Y 119,834,000 | VgD, ez,
” 1967 * Y 141,606,000 " N2, et
I 1968 _ 172,795,(x0 LYaRTS ,...:.,. :
_ 1939 H Y 208,020,190 _ VRGP0 av
i 2,692,200
* 1970 — ¥ 290,935,080 _ “.MI..M.M..E o :
m 1971 ) <§.u..$.,:5 ! \ ..,..m...a:c
1972 _ Y561,549,000 | V933,915,000

C) Schedule for Fiseal 1972
The following explorauon works are being operated in nine districts,
six districts of which are continued from —.’n preceding year,

. -7~
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Combined geophysical prospectings dn four disiricia;

L

ity eaploration of &) square hdomeiers in two dastricts
‘agnetic exploration of 50 square kilometers in four districts
leciric exploration of 80 Line kilometers 1n four districis

Exploration tunnel of 2,800 line meters 1n two dintricts

Exploration drilling of 103 holes, 57,000 line meiers, in eght districts

D) Results Achieved

Ducing the eight years since the beginning of the project in 1964, 443
driil holes (ol length, 242,469 metera), gravity exploration ( iotal arcas,
50 square kilowmeicrs), and exploration tunnels (total lengih, 2, 350 meters)
were carsied ot ai a cost of ¥Y2,500 mitlion in the sclected 12 disirices,

From o...u_o;:q: works of the project emerges ithe detailed geologic
structures of controlled localization of ares tn ench selected aren, and thus
helping to stimulate and apeed up the prospecling acuivitien of mining com-
panies. In the course of the project, new ore reserves of more than 60
milifon tons and potential ores of 65 million tons, were discovered by iha
successlul prospecting work of mining companies.

Vil. Funds for Bxploration end Guarantee of Liabilities ia Other
Countries

1. Llosn for Overseas Exploration

A) Sccpe of the Project

This fund has becn established on 1968 to finance overscas exploration
of Japanesc mectal mining companies. And ihis year, the special financing
system (l.e., the financing system on s “repay on your success” basis) has
been newly introduced in order to promote uranium ore exploration,
(1) Borrowers
The cligible compantes are ihose of japancae metal miningwho explore
ore deposits in other couniries, They include companies who supply
funds foF qetallic minerals exploration to other japanese or foreign
companties.

(2) Authorized Exploration Objectives

Copper, lead, zinc, mangancse, uranium, nickel, bauxite, and chrome
ores.

(3) Arcas .
Districts cxcept Southeast Astu and other develupiug coundtivs.

(&) Purponc

’ The Agency's loan should hie used i0 cuver coploration cspenditures
and tnvestaeni s 10 obiatn conceastuns o opitons of esplnration,

(%) Limit of Fanancing . )

» ln princaple, the losns of ine Agency are wattan fmet of Y of .‘ro o _

plocation cxpenditures, The luat mny be tatsed up to R G0 spes ta
circumstiances.

(6) Interest
Over 6.5% annually.

(7) Repayment
The loans are
of onc year.

ayable within 10 ycars, including a term of deferment

B) Budge (Umi: Million Yen)
H '
"Boreowed | Owned 'Brought Forward from ¢4

14.”“_ | Capteal H Money N Funds m The Previcus Year .
' ) - [ .
1968 100 ! - Y _. : Nw :
1969 200 | - Lot - P2 m
1970 &00 . P “ - | iy
1971 mco. ) - « B ﬁ 3.5 | -5 !
1972 j 1,000 | - 100 | 352 11,352

Note: The Niscal 1972 poruon includes the special financing
{or uranium ore exploration.

C) Schedule for Fiscal year 1972

Loans available from the Agency in fiscal year 1972 for overscas ex-
ploration amount to Y1,552 million, tncluding the special funds for the ura-
nwm ore prospecting. According to applications feom qualified private en-
terprises, the Agency examines exploration programmes w detarl.  On ap-
proval by the Agency, the financing contracts will be agreed and loans will
Le made. These losns are free [rom any set or [ixed condition s regarding
the timing or amount,
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2. Guarantee of Liabilitjes

A) Scope of the Project
The A
sove m”__nk may guarantee debis of japancse enterprises for their
clopment ol metal aunes i other
e comnivtes. The Agency i g
dering such service since fiscal yenr 1968, goney o b rene
(1) CGuaraniccs
.n.:a pb: - v- X QRIS Y .,
© N fe enterpreises are thoee of the Jopaness metul mintng wh
are, or et
" .a (.4: be, engaged in the miningof metallic minerals and related
cre dressing, smeinng
R And other activities in other
pre dree , " countries. They
) ule these Japaness compunics who supply funds of metallic aung
evel .
velopment and related activities {0 other Japanese or K ’
o h oreign com-
{(2) Ehcible Liabilities

The eligible linbilitles are due 10 funds for metallic mining develop- *
p-

ment and Activitles In other
countries. Creduor
other financial institutions. nre flanks end

(3) Authorized Mining Development Objectives

Copper, lead, ninc, man

So » N Ranese, uranium, nickel, dauxite, and chrome
(&) limicof guarantee

t
_= principle, the Agency may guarantee up to BO% of individual liabili-
es.

(S) Fee
0.4% annusily.

B) OBudget
P -ttt Bl B { Unur: 100 Mitlion Yen)
Fiseal  Guarantee Fund | Coarme Lo Ten
Ve S Gusamiee Limit ]
* .7.4.”“"“._ ;Total | All-over | New ! Brought- | i
— . | _ forward | Availadle
1963 1 ) 1 10 o T - .

199 13 P ! o __ “ ] lo
Y 7 ! ; 3 0 w
1w Pl 165 135 4 5 130
, .w: ! ”M. ! 165 | 107 72
— h ol B A L

Note: 1) Al puaranice fund
. .a?..: v..an:.ﬂ >.....n...r.“=...‘.. tavested from the Industriai lnvest.
‘he guarasntee limil as 15times oc
funds (it has been 10 times :ﬂ .OAM”.-_M:MM&GW.:. of gusranien

-10-

C) Schedule for Fiscal yesr 1972
¢ of lubiites w fiscal yene
ht forward from the previous

‘Lhe Avoilable guarante 1972 1a valued at

¥38,700 million, tncluding what has been broug
{iscnl year, According to applications from qualified companies, the Agency
cnils of thetr developmeut projects and other factors. W the

exnmines ik
uarantee trust contracta and gua

Agency approves of these, g
will be agreed.

rantee contracle

D) Results achicved
Since Naenl year 19
uarsitec trust contracls and &

GO (no puarantee n fiscal 1968), the Agency has

agreed g warantec coniracts worth ¥9, 322,100,

000 with four companies cOVCriNg theee
and district-by-district contracts are shown as followed.

develapieut projects. Year-by-ycar

(Unut: Mallion Yen)

1 1

m.&.nn.-.n ‘_ Zatre .w Chile | Peru - Total
1968 | - o _ . _ . ! . :
1969 2,007 ;. 958 - ; 519 ) 3,94 3,492
1970 2,289 - . . {2,289 ! 5.763
1971 2,8 | s6 ! a6 3539 9.322

i R ALI U _J

Note: Reductton of gusrantee is {dentified by o maraing.

Viil. Overseas Geological Survey

A) Scope of the Project
From 1968 onward, there has been one major branch which 1s respone
orations in support of those japanese min-

sthie for stimulafing overseas expl
d with many difficulties, finan-

tng indusiries who find themseives confronte
cal and technienl.

11 epplica modern prospecling techniques recenily developed ia aill
| over the world tn scarch of underground

phascs; it proncers cverywhere al
orannized erplecanon system

mincral wealth sl untaaped; and its highly
has achieved & number of remarkahlc discoveries up 1o now,

The 1arget arcas are sciccted by tis own professional staffs, evaluat-
ing the potentialities of metailic minersl resources with careful study of

axisting wnformation from various points of view,

il
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Although subsidies from the Goverament Treasuey are appropriated for
these projects, 1t is o be noted that all the aspects of each underiaking are
eairely under the conirol of the Agency.

Ter the promising areas identified by such basie surveys, however, ine

teasiv e dnilow cap

ths arv w0 be succecded by petvate companies (nvolved.

Of the exponsca of these Achivitics the Goverament Treasury contei-
butes 1v0-thirds (5% for drithing), and private vnterprises share waith the
bsisnce, or onc-tlued (% for dretliing).

N Madget

Fiacal Year . Treasuiry Subsuties ._..:..ul Coate _
L . 4 oo e e e e e aw — d
: 1966 ¥ £, 390, 000 ¥ 160,325,000 _
. (L ! Y 121,066,000 V280, oad, 000

970 Y271, 302,000 Y420, 498, () _
1971 ' V329,200,000 L voeo,101,000 !
LR vmese | vesimem |

C) Schedule for Fiscal 1972
Nine projects are incorporated in ihe achedule of 1972; six are exe
tended frem previcus year and three have deen nowly launched in fiscal 1972,
Trese mine projects will cost Y639, 129,000 in to1al, and comprise the
Isilowing:

(i) Airborne magneuc survey 9,200 line hilometers
(2) Geolagic interpretation of serial

photographe 9,000 aquare kilometers
{3) GCround magnetie ....2.3. 60 line kilometers
(L) lnduced pelarizanon survey 56.5 line kilometers
(S) Ceelegic reconnalssance and

detailed survey 2,090 squarc kilometers
(6) Gecchentcal survey 63,000 snmples
{(7) Dralling 9,170 meters (50 sites)

D) Recults achtevad
Since ts Inception m fiscal year 1963, the number of projects con-
ducted under this subeidized exploration programm has reached ten, thelir
clrective beng seversl hinds of me'allic mincrals, such as copper, 2inc,
lead, nickel and biuxite., Of these, four projects have been completed and
oix are still in progress. The total area covered by these projecis amounts
TR

1o 223,365 square kilometers. Activitics 3o far carrtcd out are summarizcd
as follows:
Overall expenditure kas come to Y1,898,070,000.

Alrborne magnctic survey 112,060 line kilometers

Geologic interpreinnion ‘of acrial |

photogeng 102,07, squae by
Ground magnelic ssrvey . 9 line xilometers
. Gravily survey nL) square hilemerers
Induced polarvzation survey L A hine Filometers

Cceologic recounnlesance and

itermted survey 7 soqu i halemaeiey o
Geachemical survey 191,212 samples
Delling 2,00 i es (1) sates)

The ma ority of sciccted arcas, as s resuit of (hese integrated explo-
rations have been nascssed as worthy of intensive foliow-up programme .

Among other Things, nine are estimated 10 b evonomienlly feacbls,
viz., [ive copper deposlte- one of them 1s avsocisicd with zinc and lead cres
as well - and four nickel depoaits.

1X. Technical Coopernnion for Minecral Resources Development

A) Scope ol \he PProject

The development of muneral resources 19 8 very strong dryving force
tn economic development, and affords the promise of apeeding up the eco-
nomic growth of the natiens which have those resources,

in this conviciion, we are pushing forward technical cooperation for
mincral exploration and feasibility studies for regional development of mining
arcas in many countrics.

The work of the Ted hatcal Cooperation for Mincrai Resourcee Devel-
opment conslats of two surveys, which is the Ceologizal Survey for Mireral
Exploraiion and the Regional Develepment Plaaning Suevey. These sumave
are excculed on grant basis within the framewor s of economic covperaner of
Japan.  The former started in fiscal yoar 1970 and the latter in fiscal year
1971,

The awms of these surveys are as follows:

(1) Geclogical Survey for Mincral Exploration

In responsc to requests from the Goverament of developing countries
which are considered be potentiaily rich wn mineral resources, the sur.
vevs are carried out \n accordanze with the agreement between japan and

TR
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each country.
L4
We can cooperate with developing countrics at any stage of the works

nened below, .

(a) Survey on reaional appravsal of mineral reeources

(b) Reconnmsaance of favourable arcas for mineral resources .
(c) Survey on surface appeaisal of favourable targer nreas

(d) Threc dimensional survey of favourable 1acget arcas

{e) Econemic evaluntien and planaing of mine development

[hese survey i3 carricd out ay a rule in three or four years n cach area,

Five resutis of the aurvey are analysed and compilal ._.q.v_:,t. discuae
sion with the experia &f your couniry in japan, and the report is prescated
1c the Geverament ¢of your country,

It 18 expected that thie aurvey will aceclerate mineral resourres
deveicpment 1n the developing couniries and at the same time provule them
with fundamental data on siarting point of economical developments

(2) Regienal Development Tlanning Survey

in respense 10 request from the Government of developing countries
which have the mincs worked by a Japancee mwning company jointly with the
countries, surveys are carried cut n these mining areas. The detailed
survev report is presenicd 0 the Government of the countries and ts ex-
pected 10 be used for the promotion of sound social development of those
areas.

We believe that our 1echnscal cooperation will bring not only economic
prosperity dut also a better [riendship between the country concerned and
jspan, .

We should like 10 provule as much technical cooperation as possible is
response (o this need.

B) Budget .

(1) Geological Survey for Mineral Exploration

Fiscal Year m Amount ’
Coogi0 m ¥ 126,182,000
G | ¥359,273,000
{em i ¥537,400,000

(2) Regionsl Development Planning Survey

! t

Fiscal Ycar W Amouzt
1971 : Y ‘29,620,000
1972 i Y 14,001,0x0
1 J

C). Schedule for Flacal 1972
Stx.projects are carried out:  three projecte are continund from ihe

previous ycars and the others are the new projects to he started in 1972

(1) Gevilogicat Survey for Mincral Lxploretion

Geological survey, genchemical survey, geophysical survey and dia-
mond drilling are carried dut ia lndoncsia, Peey, ..—.n Fhilippines, liurma
and Eirhtopla, ..

(2) Regional Developmens Planming Survey .
Survey are carried out in the northera pari of Peru.

D) Results Achieved
In fiscal years 1970 and 1971, surveys containing four projects men-
tioned helow were executed at an expenditure of ¥565,077,000,

€1) Geological Survey for Mineral Exploration
The following three projects were cacried out at a com of ¥535,457,
000.

(o) Sulawesi island district, Indonests € 15,000 sq.km)
Alrborne magnetic survey, aerial photography, phologeology, sur-
face geological survey and topographical mapping.

(b)) Yauri district, Peru (15,000 ag.km)
Alrborne magretic survey, aerial photography, photogeolegy and’
surlnce geological survey.

-{e) Mindanao lsiand dietrict, the Philippines (10,000 sq.km)
Photogeology, surface geological survey and geochemical survey.

(2) Regional Development Plaaning Survey
The survey in the southern part of the State of Shads, Zaire, was
executed ai an expense of Y29,620,000. .

- 15-
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X, Mineral Resources Contre

A) Scepe of the Projecr

The Mineral Resources Centre Is collecting data and information on
explarangn and development of muacral ecesonscea, aming legisdation of the
foreigs countries and other related matters on a world-wide scale, with the
greatest efficiency, Such data and information are classificd and arranged,
and made available to persons concerned.  The Centre also compiles up
uselul complementary information and analyscs overscas geological, envi-
rotmertal conditions on the basis of the materials collected, and these mate-
vuils are provided 10 the perseny conceraed,

The Centre staried us work wholly subeuhized by the Government in
Nscal vear 1968, and has consistently endesvoured to enlarge ity foreign

mineral informatton sysiem since iis cotablishment. .
B) Budger
; =
Fiscai Year H Amount

1968 i Y 11,583,000 -
. 1969 m ¥ 13,012,000

1970 | Y 26,383,000

1971 : Y 33,617,000

1972 _ Y 40,129,000

C) Schedule for Fiscal Year 1972
(1) Ceoliection of data and nformation
(a) Collection of publicaniens related to mning
® geslogical maps and others
geclogical maps, mineral disiribution maps, tectonic maps and others
which will be necessary for mining activity abroad
* books and other publicanions
beoks and other publications necessary for the study of overscas
minig condinions (geology, ore depostt, exploration, development, etc.)

(d) Commit 10 Mining Ceneultany
® commit surveys of the following iems o mining consultants abroad
1. poilcies and aystems in respect of mining of the foreign countries
2. acuvines of f{arcicn enterprises
3. movements of Internanonal Organtzations, such as United Nations
4. supply and demand conditions of the non-ferrous metal and their

- 16 -

farccant
5. other relevant matters
(e) Circuit Survey by Mining Missions
* To study overseas mining conditions, mining MI<S10As are despatched ~
1o collect matenial regarding miming in North America, Middle Africa,
East Africa, Middle and South African countries in tins liscal year.

wuinllats

(2) Deepaich of Miatng
1n this year, the Centre despatches mining specislists to tbe following
six countries, the objective Leeing the catablieiment of minveal infor-

mation systems over the world.

* Uniied | «ngdom . Cover [or Furcpe, Middle East

* Australia cccecccecece Cover for Oceanla

s Canndn cov-vn <=« Cover for North America

* Pery -vescaccccensans Cover for South America
* ZBI1PE ereccenecsescsa Cover for Alrica

® Philippines ---<-<e--. Cover for South East Asta

(3) Publication Service
The Cenire arranges and analyses the coliected materiats and supplies

214

to the persona concerned the [allowing publcatlons

(a) Overaeas Materials (Including the interior use)

’ Dain and tnformation arranged and analysed mining conditions (for
example, evploraiion, development activities, miniag laws, etc.)

{b) Overecns Miniag Newa
urgent materials

(e) Ovcrseas Mining Information

. Monthly publication on geology, exploraiion ore deposits, mining laws .

and political, economic, tabour situation and various other materials
in Countries promising bountiful mineral resources.

(d) Liewtof overscas materials collected
(e) Others .

copy, ihrary end reference services

{4) Analysis and Rescarch Activitles )
Three committees, cach specinlizing n geologscal analysis, environ-
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menzal anaivas and comprehensive analysis, are established in order (0
promete snaiyers and research activities positively and efficiently in pro-
mising districts on the basis of data and mformation collected overse

D) Results Achiceved
The foliowing wes compliered in fiscal ycar 197}

(1) Cellecsion of dara and information .

(a) -pubiished everscas marerials in the form of Lists, according to dis-
tricts, countries and subjects

(1) ccommtied 1o coiiect pertinent data and infarmation to Japancse and
foreign muning consulting firms and in addition, accomplished the
survey of mining conditions in the U. 5. (Alaska), Canada; South
Africea and Zambua

(¢) -despriched the survey missions to Avian and Oceanlan countries,
South Africen countries, North end South Americen countries

(d) -made microfilms of the geological maps of the collected materials

(2) Despasch of Miniag Specivusts
in fiscal year 1971, mining specialists were despatched to Australua,
United Ningdom, Feru 2ad Canada to survey and study mining conditions
18 these countries. and their neighbouring.

{3) Offer of data and informaition coilected
The foliowing have deen published;
a) “Overscas Mining information ( Monihly)
%) "Overseas Mining Newa
€) “Overscas Materials (including tntertor use)
d) “Lists of Overseas Materials™

{4) Analyeis and Research
Ansivats and research achivities in fiscal year 1970 were carried out

about Middle and Souln Americen districts on the geological characieristics

and environmenial conditions of copper resources.
in fiscal year 1971, research was concentirated on the southern
part of Africs,

- 18 .

X1. Construction of 8 Geologlcal Survey Vessel

The Agency is conntructing a geological survey vessel at a budget of 2
billion yen.  The ohip will become operntive from April 1974 and she major
objecuves of the operation will e the iavesnganon and caplaranon of syb-
marine mincralrosources such as manganesc rodules snd ales the geological
mapplag of the continental shell ond stope acound the Japancac lalands,

(a) 5.;-_::. of 1 Geologh al Survey Vessel
total diaplacement -s<ee. more than {,600 tons
mejor dimensions «eee--« leagth: 77.00m
width:  13.40m
5.3um
drafi: 5.00m
Propulsion seeesceecaacs 3,8 hp diesel, variable pich peopeller

propulsion equipped vith bow thrueirrs
speed -veccacceacacanse  apprommately 15 knets in full lead and 83
% power condiiions with a 20% marcgin
Tange sc--ccsonscsvenss anproxtmately 12,000 nautical miles
cece appromimaiely 53 (ncluding research spe-

complement -+---
cialists
major equipment ------- large-capacity cranes, highpower winches

215



Appendix J

Quatridme session, vingt-septieéme Législature, 14 Elizabeth II, 1965
Fourth Scssion, Twenty-Seventh Legislature, 14 Elizabeth 11, 1965

ASSEMBLEE LEGISLATIVE DE QUEBEC
LEGISLATIVE ASSEMBLY OF QUEBEC

BILL 10

Charte de la Société québécoise d’exploration miniére
Charter of the Quebec Mining Exploration Company

Premiére lecture
First reading

M. LEVESQUE.(Montréal-Laurier)

QUEBEC
LIMPRIMEUR DE LA REINE

ROCH LEFEBVRE
QUEEN'S PRINTER

1965
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EXPLANATORY NOTES

Under section 122 of the Companies Act,
Part II of that act, entilled ** Joint Slock
Companies General Clauses”, applies with-
oul exceplion {o cvery joint stock company
tncorporaled by an act of the Legislature.

Consequcntly this bill contains only those
provisions which relate to the difinition of
the objects of the Company, the constitution
of ils capital stock, the composition of ils
board of direclors, ils method of manage-
menl and the subscription of its capital by
the Government.

The provisions made inapplicable by sec-
tion 20 relate o calls on subscribed shares,
these rules being replaced by section 6.

It will be noted that the bill does not
make. the Company an agent of the Crown,
so 1t will not be exempt from provincial or
municipal laxation. However, since the
provincial éovemment s the anly share-
holder, the Company will have the advantage
of the exemption from federal income fax
allowed to companics not less than 90% of
the shares of which is owned by Her Majesty
tn righl of Canada or a province. The
president alone will have the status of a civil
sercant who for a siated pcriod cannol be
dismnissed, the remaining personnel being
subject 1o the ordinary rules relaling lo
privale enterprise.
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BILLL 10

Charter of the Quebee Mining Exploration
Company

HER MAJESTY, with the advice and

consent of the Legislative Council
and of the Legislative Assembly of Que-
bec, enacts as follows:

X. A joint stock company is incorporat-
ed under the name of ‘““Qucbec Mlining
Exploration Company” 1n English and
“Société québicoise d’exploration miniére”
in French.

2. The Company shall have its corpo-
rate seat at or in the immediate vicinity

of Quebec.

b 3. The objects of the Company <hall
e:

(a) to carry out nuning exploration by
all methods;

(b) to participate in the development
of discoveries, including those made by
others, with power to purchase and to sell
propertics at various stages of develop-
ment, and to associate itself with others
for such purposes;

(¢) to participate in the bringing into
production of mineral deposits, either by
selling them outright or transferring them
in return for a participation.

4. The authorized capital of the Com-
pany shall be $15,000,000.

Tt shall be divided into 1,500,000 shures
of the par value of 8§10 cach.



3. The shares of the Company shall be
allotted to Her NMajsty in richt of the
Province,

['6. The NMinister of Finance shall pay
to the Company, out of the consohidisted
revenue fund, cach year for @ period of
ten years, a sum of S1,000,000 for 150,000
fully paid-up shares of its capital stock
for which a certificate shall be issued to
him in retorn for such payment )

7. The affairs of the Company shall be
managed by a board of seven directors
appointed by the Licutenant-Governor in
Council, and they shall be the dircctors
\;ithin the meaning of the Companies
Act.

s, The president of the Company shall
be appointed by the Lieutenant-Governor
in Council and shall remnain in office for
ten consecutive years.

He cannot be dismissed except for cause
and his salary cannot be reduced.

He shall be ex officio a inember of the

. board of directors.

9, Two niembers of the bhoard of
directors shall be appointed for five ycars
as permanent officers of the Company.

The other four members shall be ap-
pointed for four vears.

However, at the time of the first ap-
pointment, one shall be appointed for one
year, one for two years, one for three
years and one for four vears.

10. Each member of the board of
directors, including the president, shall
remain in office after the expiration of his
term until he has been replaced or re-
appointed.

Except in the case of the president or '

a permanent officer, every vacancy oc-
curring during a term of office shall be
filled for the uncupired portion of the
term of the member to be replaced.

11. No person shall hold office as a
director unless he resides in the Province,
but no share qualification shall be re-
quired.

12, No director shall have an imnuerest
in any mining exploration or operation
undertaking, or in any undertaking for the
manufacture or sale of cquipment or
matcrials used in mining exploration or
operations, or in any undertaking to
provide services for such purposes,

I a dircctor had such an interest at
the time of his appointiient, or if such iun
interest devolves to him subsequently by
succession, gift or otherwise, he rnust
promptly dispose thercof.

An interest in any sccurity listed on a
recognized stock exchange shall not give
rise to the application of this section, 1if it
is equal to less than a one ten-thousandth
part (0.01%) of the total outstanding
amount of such security.

13. The board of dircctors of the
Company shall meet at least once a month.

Subject to sections 14 to 16, the board
shall have the exclusive authority to bind
the Company in anything concerning:

(a) the acquisition of mining properties
or of any inierest therein;

(b) the sale of mineral deposits, mining
properties or any interest therein;

. (¢) any additional remuneration to the
employees of the Conipany in respect of
discoveries.

14. The president shall have full
executive power for the management of
the affairs of the Company, except those
reserved to the board of directors, but
including the acquisition of mining prop-

" erties or any interest therein at a cnst
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not exceeding $5,000 in each case.

I3. TheLicutenant-Governorin Coun-
cil shall fix the salary of the president
and of the officers who are directors,
their additional remunceration in respect
of discnveries, and any indemnities to
which the other members of the bourd
are entitled.



16. Without prior authorization by
the Licutenant-Governor in (uunml the
Company shall not:

“a) make any coniract for participation
in the exploration and development of a
mining property binding it for more than
five yvears;

th) make any other contract binding it
for more than two vears;

(¢) +eil mineral deposits, mining prop-
ertics or any intcrest therein otherwise
than by auction «ale or public tender;

(d) contract a loan which increases to
" more than $300,000 its total outstanding
borrowings.

17. The accounts of the Company
shall be audited by the Provincial Auditor
once a vear and also whenever ordered by
the Lieutenant-Governor in Council.

1S, The Company shall each year
make a report of its activities to the
Minister of Natural Resources.

Sugh report must contain the informa-
tion which the Companies Act requires
the directors to give each year to share-
holders and shall be laid before the Leg-
islative Assembly by the Minister.

19. The dividends paid by the Com-
pany shall be fixed by the ILieutenant-
Governor in Council and not by the
directors.

No dividend shall be declared the pay-
ment of which would reduce the Com-
pany's accumulated surplus to less than
cne-third of its paid-up capital.

20. Sections 134 1o 158 of the. Com-
panies Act shall not apply to the Com-

pany.

2 1. This act shall come into force on
the day of its sanction,
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UNITED NATJONS REVOLVING FUND iOR NATURAL RESOURCES EXPLORATION

Report bv_the Secretary-Gene

INTRODUCTION
1. The United Nations Revolvirg Mind for ilaturel Resources Exploration
(the Fund) has been created, as a separate unitv with its own identity, in
order to extend and intensify the activities of the United Nations system
in the field of natural resourccs exploration in developing countries,
utilizing for this purpose voluntery contributions ancd funds generated through
the production of resourccs discoversd or developed with the assistance of the
Fund in such a manner as to ensure its revolvirg nature derived from the
self-help principles for the mitual benefit of devcloping countries.—/

2. The Fund, established as a trust fund by the General Assembly and placed
in charge of the Secretary«Gunerel, is administered on his behalf by the
Administrator of UNDP. The Geverning Council of UNCF will! be the governing
body of the Fund for the first four years al the end of which, according to
Economic ard Sociul Council resolution 1762 (IIv,, the Ecoromic and Social
Council will review, in the light of the experience gaired. the functions
and institutional arrangenmeuts as well as the repuyment syctem of the Fund,
with & view to recomnendiag to the "crerai Assembly c*ﬁnge and improvements,

. taking fully into account the commeiuts of the governine body and thz Commitice
on Natural Resources. .

;/ This Report has been revised in accordance with recommendations centained
in the Note by the jdninistrater (DP/229).

g/ Sce Goneral Assembly resolution 3167 (XXVIII) and Economic and Social
Council resoiution 1762 (LIV).
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3, . In resolution 3167 (XXVIII), the Goneral Assembly roquested tho Soerctary-
Generezl, in close collaboration with the Administrator of the UNDP and with the
participation of the International Bank for Reconstruction and Develepment, to

prepare operational proccdures and administrative arrangements of the Revolving Fund
for Natural Resourccs Exploration for approval by the Governing Counczl. ~ This report
vas preparcd accordingly.

4. Upon approval of the opcrational and edministrative arrangements by the

Governing Council and with the availability of sufficient funds to initiatc and
sustain its activities, the Fund will bocome operational.
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CHAPTER I - OPSRATIORS

5. The, operational procedures and administrative arrangements sct out below are
based on the following premises:

, (a) The Fund will provide a form of co-operation in the ficld of natural
resources to developing countries additionzl to the assistance available to thesc
countries through projects financed under their country prograrmmes within their
indicative planning figures (IPFs), or through regional or 1ntcr regional projects
when appropriate.

(b) While the Fund can ultimately become self-sustaining, it must until then
rely upon voluntary contributions. )

(¢) When the revenues of the Fund eventually become sufficient for it to be
self-sustaining, the Fund will provide & means for mutual zssistance and co-operation
among developing countries. -

(d) As a new and unique venture, the Fund's procedures and arrangements must
be flexible and experimental, especially as the Fund will be largely devoted to
exploration activities which inevitably involve a high element of risk and un-
certainty, and its success will be dependent upon a prudent approach to project
selection, good management in project execution and the employment of the best
available professional expertise.

6. The Fund will build up its own technical and menagement staff as expeditiously
as possible and commensurately with its resources and the volume of operations.

" In the initial stages it will utilize to the greatest extent possible existing staff
in the United dations system thereby keeping the Fund's overhead costs to a2 mininum.
Any additional costs incurred by the United Nations agencies in respect of acfivities
on bechalf of the Fund will be reimbursed to the respective agencies out of the Fund's
resources.

7. The Fund is distinguished from other foims of devalopment assistance provided
by the United Nations system by two factors: (a) the revolving nature of the Fund
and (b) Replenishment Contributions to the Fund based on the procceds of production
following a successful exploration project.

Operaticnal principles

8. The revolving rature of the Fund affects the operational principles with recgard
to (a) the type of natural resources to be explored, (h) the criteria for project
selection, (c) the types of services to be prov1ded and (d) the phased approach to
the design of projects.

9. The natural resources to bc explored should have a potential market and the
exploration methods for their discovery should fall within the finencial resources
of the Fund. A1l types of mineral resources exploration meay, in principle, be
included within the scope of the Fund. Duc meinly to the fact that certoin types
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of exploration would probably be too expcnsive to be undertaken by the Fund until
it has received or earncd substantially larger resources than are likely to be at
its disposal during the carly stages, it is believed that the Fund should concentr-
ate its activities during the initial stages on cxploration for solid minerals.

10. Projects will be selected on the basis of their technical and economic
viability and, therefore, their potential for contributing to the country's economic
dovelopment and ability to help achieve the revolving nature of the Fund. At the
same time, however, in selecting projects due consideration will be given to the
equitable distribution of the Fund's resources and to the special situation of the
least developed countries and of developing landlocked and island countries, con-
sistent with the revolving character and objectives of the Fund.

11. The services to be provided by the Fund will be exclusively in the exploration
and associated pre-investment fields, broadly defined. They will not include
broad geological surveys, training or institution building, as such, although they
will naturally provide opportunities for on-the-job training of nationals, transfer
of technology and utilizaticn of nationel institutional facilities to the extent
that these contribute to the expeditious execution of the project as determined by
the management of the Fund.  Such broad surveys, training and institution-building
projects, as well as the other technical assistance and pre-investment services
traditionally provided by UNDP will continue to be available to the developing
countries under their IPFs.

12. The Fund may engage in such research activities as would contribute to the
fulfilment of its main objectives, consistent with the revolving character of the
Fund. .

13. Project operations will normally be designed in phases. - This will enable the
. Fund throughout an exploration sequence to take the appropriate decisions to

modify or re-~orient project activities and to discontinue less promising avenucs

to aveid losses. By phasing and selective progression, the Fund's projects will
concentrate on those areas and activities that, in the light of intermediate project
results, are considered mest promising.  Exploration activities will generally
fall within the following categories and may be initiated or terminated at any phase
of. the exploration scquence: '

(a) Preliminary activities to verify and evaluate gcological and related data
provided by the applicant country 3/ cnd limited field checking within the area
or areas said to possess good potential for mineral dsvelopment;

(b) Technical reconnaissance within the chosen area or areas using photo-
geological, geochemical, geophysicel, and other techniques to define more precisely
targets for detailed prospecting;

3/ Countries where insufficient geological and related data are available for the
purpose of making a request will normally first be investigated through a UNDP project
f}nnnced from the country's IPF, ' Where a country's IPF cannot accommodate such pre-
liminary reconnaissance, the Fund may in exceptional circumstances undertake a limited
survey in such a way as to iduntify a potential projeet area.
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(¢) Dectailed evaluation including largc-scale mapping of the targets, detailed
geochemical and geophysical investigation, trenching, pitting and prospect drilling
to limited depihs to outlinc geolcgical structurc in depth, and as for es possible
to obtain information on the order of magnitude of tonnages aund grades of possible
ore bodies. Additionally, limited buneficiation tests and preliminary studies of
infrastructure, merketing, profitability, etc. may be included.

14. The succecssful conclusion of 13(c) can bec defined in regard to most mineral
deposits as completion of the pre-feasibility phases, e.g., indication of a dcposit
which is potentially economic.  Furthor work required to produce the data which,
when and if viability is esteblished, will provide the basis for bringing together
the financial and technical requirements for reaching the production stage is
defined for Revolving Fund purposes as the feasibiiity study. The datsa referred

to above will result in relatively precise definition of tonnages, grades, principal
minerals and by-products, bcneficiation methods and recoveries, infrastructure and
manpower nceds, and &ll the economic elemenis which will determine the profitability
of the enterprise. Such investigations require  heavy cexpenditure closely related
to the production stage of resources development.  Expenditure of this magnitude

is likely to be beyond the Fund's financial capacity in the initial years if
Replcinishment Contributions were limited to those proposed in paragraph 20 below for
the earlier phases of exploration defined in paragraph 13. The Fund could, howevur,
undertake feasibility investigations at the request of Governments® in these cases
special arrangements for reimbursing the Fund for these costs would be required.

15. Jin exploration progromme may commence with pre-project activities and may
continue through subsequent phases as favourable results are obteined.  Where
carlier exploration, whether financed by UNDP or other public or privats sources,
has yielded favourable results, the Fund's activities may commence at = later phase
in the exploration sequence.

16. Phasing and selective progression, whereby decisions on further activities are
depondent on technical and economic ossessment of previous results, requires an
objective decision-meking capability by the Fund as well es authority to terminate

a project when findings are disappointing or other circumstances impair its chances
of success, As the ability tc continuc, terminate or modify a project is basic to
the effectiveness of the I'und, the Project Agreement with the recipient government
will stipulate such authority. In order to assure recipient governmonts that the
Fund will proceed vigorously, however, the Fund will be obligated to carry out at
least a minimum amount cf work as the first phase of a Mund project. When the
explorution results of a Fund project have atiracted public or private investment
interests of a quality and gquantity assuring effective achicvement of objectives, the
Fund should be in a position to disconiinue its activities while maintaining its right
to Replenishment Contributiions.

Replenishment Contributionsg

17. Replenishmont Contributions to the Fund are not intended to be repayment of loans
but rather to provide the Fund, from its successful projects, with a share of the
procceds from resulting production expected eventually to muke the Fund revelve, so
that its rcsources will be replenished and the fund will be able to continuoe its
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exploration activities for the benefit of developing countries.  Governments re-
questing projects will be required to assume an obligation to make such contribut-
ijons to the Mund (&) only for successful projccts when the resulting mines como
into production and (b) al rates based on the value of the resources produced,
limited in time. These obligavions will be set forth in & Projoct Agreement which
will be effective for a period of 30 years (see Chapter III),

18. In order to identify thc successful projects that may lead to Replenishment
Contributions to the Fund, the Project iAgrecments for exploration activities betwcen
a.Government and the Fund will delineate and define the projoct .area to be explored.
The projoct area will be declared hy the Goverament a "reserved arce" under the
mining lsws of the country or troated in a comparable manner to cnsure the rights

of the Fund.  Such a declaration will not affect existing mining rights. The
agreecment will specify procedures whereby portions of the reserved area will be
relinquished by the Fund except for smaller "target arcas" of limited size dssignated
as a result of the work of the project. The obligation of the Government to make
Replenishnent Contributions to the Fund will relate to all production of natural
resources which have becn identified in the target arzas and reported upon by the
Fund project. The basis for Government liability for Replenishment Contributions
will thus be the location of the dcposit in e target area defined by the project and
reference in a project report to the existence of a resource or resources.

19. The agreements with Governments mey aiso provide for the sale by tne Fund or for
the benefit of the Fund of decumentation produced by the project.

20. Replenishment Contributions for exploration projects will be at a uniform rate
of 2 per cent of the fair narket price of the reported mineral in its first
marketable stage at the placc where it first rz7ches such stage, for a period of 15
years from the sturt of commercial production.?® For products valued in the refined
stage, the Fund and thne host country will negotiate the valuc basis in advance
whenever it is known that the exploration is aimed at the discovery of such minerals.

21. The 15-ycar period over which the 2 per cent will be due will be counted from
the time the mine commences ccmmercial production and will be automatically suspended
for periods of non-production and extended accordingly. Where economically merginal
projects mey b€ prevented from coming into production because of the 2 per cent
Replenishment Contribution, the Govermment and the Fund may agree to a lower per-
centage over a period longer than 15 jyears or to the peyment of a percentage

highor than 2 per cent for the balance of the poriod.

22. It is rccognized that Economic and Social Council resolution 1762 (LIV) refers to
"the nced for the total repayment to bear close relationship to the amount originally
loaned, bearing in mind the nced to ensure the revolving nature of the Fund".

4/ The relationship between exploration costs for geothermal energy resourceos and
the veluc of tne unergy releasced would be such as to recquire z formula for the
foplenishment Contribution other than the standard formula referred to above. An
alternative formula for geothermal encrgy, and probably also for petroleum and gas,
might be developed by the time the Fund is in a position to enter those ficlds.
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23. In exceptionel cases, where Replenishment Contributions would rcach lovels
considered excessive, Governments may proposc to the governing body that it consider
the application of a ceiling to its total keplenishment Contributions.  In considor-
ing such a proposal, thc governing body would no doubt give due consideration to

the position of the country concerned as well ecs to the Fund's over-all financial
position at the time and to the nced for the Fund to revolve.

24. All Replenishment Contributions will be made in convertidle currencies.

Financial outlook

25. It is not possible to forecast with any precision the financial resources that
are required for the first years of the Fund's operaticns or for later when the Fund
may have reached a more or less constant lavel of operations.  Neither is it
possible to predict accurately the income that will accrue from Replenishment
Contributions by producers of minerals found on the basis of Fund exploration
results and the time span for the Fund to bccome revolving. Nevertheless, cortain
considerations enable tentative conclusions to be drawn as to how the Fund's
resources may best be utilized.

26. The level of financial resources required is strongly influenced by the phased
approach in exploration activities to be undertaken by the Fund, cach successive
phase as described in paragraph 13 above generally being considerably more costly
than the previous one. If all requwsts received were to involve only first phase
activities, the Fund could operate in the first years with modest resources. The
Fund would, howevecr, then have to be sure that its resources would grow rapidly over
the next four to five ycars in order to mect the increased costs of later phases of
continuing projec s and the inflow of new requests.

27. It may be recsonably expected, however, that incoming requests will not relate
exclusively to first phase activities; some good projects may concern exploration of
erezas already considered to be soundly seolocted or investigation of exploration
targsts already located. While Fund expenditures on a project initiated in an
advanced phase will generally be less than total expenditures on a project started
in an earlier phase and carried through csuccecding phascs, the assumption that the
Fund will receive projects that start in different phases means that the initial
over-all resources of the Fund will have to Le higher than if all rcquests rclate to
first phase projects.

28. Funding policics of the Fund should reflect the nature of the Fund's phased
operations. Full funding of projects would be impractical and would tie up too
large a proportion of the over-all financial resources aveilable because only a
liinited number of projects undertaken will carry through to subseguent phases and the
costs of succeeding phases can generally only be roughly estimated as their naturc
and cxtent are dependent upon the results of preceding phases.  The deeision not to
apply full funding, howover, can only be made with the understanding that the level
of coniributions in futurc ycars will not dccrcasc and that the {urther activities

on projects carriod forward will have to reccive priority over new projects.  Thus,

in general, new projeccts would have to be undertaken on the basis of additional
contributions.
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29. Prelininary cstimates based upon the consideratiors contained in the precoding
paragraphs indicate that tho Fund could become operational at an annual levol of
contributions for the first ycars below thc $20 million figurc used in provious
documcntation. The Fund could start a programme of some 10 projects, with new
projocts coming in at a rate of 15 to 20 per ycar, if contributions totalled about

¢7 mtllion for the first two years combined, rising to about $18 million for the
third and fourth yecars combined. Annual expenditures might stabilize in the scventh
or eighth year at a level of about $12 million for a programme involving some 20

new projects per yecar. It should be emphasised that the above estimates arc designed
to reflect a minimal level of Fund operations. If larger financial resources were
evailable, the capecity of the Fund to undertake projects would be increased accord-
ingly, and the scope of Fund activities could also be enlarged. .

30, The above estimates have been made on the basis of the considerations mentioned
in paragraph 9 regarding the natural resources to be explored. If it were decided
to explore naturel resources other than sol:id minerals, and particularly if petrol-
eum and gas were to be included during the early stages of the Fund's activities,
the funds required would be substantially higher.

31. The level of income to be generated from Replenishment Contributions and tke
time span within which such payments would meke the Fund revolving are even more
difficult to estimate., Commercial experience does not yield readily comparable
data. Although the Fund will generally execute exploration projects in a nmanner
sirilar to a commercial operation, the income of a commercial enterprise is usuelly
derived from diverse sources and is acguired in a manner different from the Fund's

prospective revenues.

32. AMlthough a certain number of past UNDP-finarnced mineral oxploration projects
would qualify as ~successful projects" un’er the provisions of paragraph 18 above,
UNDP experience thus far has been influenced by many factors not germanc to the Fund's
proposed method of operations. Consequently, it can be used only with considerable
reservations and qualifications as a measure for determining the period in which such
projects would have produced o revolving fund.

33. Efforts have also been made to reconstruct, in such a way as to acquire compar-
abie dava, the experience of two member States engaged in mineral exploration.

They show that in circumstances that are somewha® similar to, although not identical
with, Fund operations, a revolving status could be reached in a period =f some

20 years.

34. Since the evidence at hand is insufficient to predict the time span required for
thé Fund to revolve, this matter will be kept under continuing investigation and the
Governing Council will be informed of any significant results. It should be
emphasised, however, that there are sufficient indications to support the underlying
concept of a fund that would revolve within a reasonable period, provided sound
nmanagement is applied and resources are concentrated on promising avenu2s in keeping
with the Fund's exploration concepts.  Studies made show that by application of the
Roplcenishment Contribution indicated in paragraph 20 above, therc is a very high
degree of probability that the Fund would reach revolving status within a period

of less than 25 yoars.

227



oP/53/Rov.1
English
Page 9

CHAPTER 11 - ORGANIZATION AND MANAGFMENT

35. The organization and management of tho Fund should be designed so as to onsure
maximum efficiency. . The Administrator will establish clear lines of responsibility

for direction of the Fund while maintaining close reclationships between it, the UNDP, -
the United Nations and other concerned internctional agencies. The Fund will build

up its own technical and management staff as cxpeditiously as possible and comm-
ensurately with its resources and volume of operations. In the initial stages the
Administrator will make all possible use of oxisting technical staff both in the

UNDP and in the United Nations, cs well as of available administrative machinery

and contracting and other facilities, with appropriate arrangements for reimburscment

of their costs from the Fund's resources.

Organization

36, In conformity with Economic and Social Council resolution 1762 (LIV),
paragraph 1(n), the Administrator, in full consultation with the Sccretary-General,
has appointed a Dircctor of the Fund, subject to confirmation by the Governing
Council.

37. A Joint Operations Group will be established to advise on all major decisions
regarding Fund projects. It will consist of officers of UNDP and the substantive
-office of the competent agency, which for mineral resources will generally be the
United Nations.j/ The Joint Operations Group will be chaired by the Director and
will meet in the composition required for the subject under discussion, including
a representative of the UNDP Regional Bureau concerned. It can associate outside
experts selocted for thelr professionel competence in the technical field covered
by the project. The IBRD will be invited to participate fully in the work of the

Joint Operations Group.

5/ The substantive office in the Unitod Nations is the Centre for Natural Resources,
Encrgy and Transport in the Departmont of Econcmic and Social Affairs. If the
projoect falls within the specific compotence of IAEA or other United Nations agency,
the arrangomonts will be adapted accordingly.
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38. The Adminis®rater, in co-operatlion with the Sceretary-General, may from time to
time scek on major issues the advice of a panel of cxperts of international reputatior
in the field of resources expleratlion.

39. Project decisinns will be the responsibility of the Administrator, delegated as
appropriate te the Director. Major prnject decisions, including those concerning suct
mattors as the manncr of executinn of projects, the appnintment of project managers,
the award nf major contracts and the mndification, re-nrientation or discontinuation
nf projects as they pass through their phases, will be the subjcct of prior examina-
tion by the Jnint Cperations Group and the Adminiztrator will take fully into account
any rocnrrendatisns made by the Jnint Oporations Group nn the basis of Such examinatic
Thus the responsibility of the Jnint Cpercticns CGroup for advising on all major projec
decisions will be integrally related tn project management.

4C., For each prnject a projsct supervisor will be apprinted whe will be fully res-

prnsible fer day-tn-day technical management of the project at headquarters. A tech-
nical manager will be designated who will be responsible for co-ordination and guidanc
of the preject supcrvisors. Until such time as the Fund has built up its own technics
staff, maximum use will be made of the substantive management capability of the United

NationSv _é/

41l Similarly, pending the formatlion of a separate staff, the facilities of UNDP and
the United Nations will be used, as appropriate for the purpose of recruitment

nf project personnel, award of contracts and purchase of equipment, and procedures wil
be modelled on those in force for UNDP-financed projects with such mrdifications as
may be indicated by the operational requirements of the Fund.

Financial mznapemc 1t, centrol and reperting

L2 Financial management and control will te excrcised by empleying existing staff
of UNDP during the initial pericd. Financial regulations will be worked out for the
Fund based upon these in force in UNDP, medified as necessary.

43. Services rendered te the Fund by personnel of UNDP and the co-nperating United
Natiens agencios will be reimbursed cn the basis of additional costs incurred in the

preparation and management of projects.

Proiact Reauesis, arrccments and field ecperations

(2) Reaguests

44+ The Resident Representatives will be designated as representatives of the Fund
and be the Fund's point of contact in the fiecld. All project requests will be presen-
ted by Governments te the Resident Representatives, whe will forward them to the Fund
with their own ccments and rccemmendations.

6/ If the projoct falls within the specific competence of the IARA or other United
Nations Agency, responsibility for technical management may be assigned te the

respective agencey.
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45. Wherce revicew and appraisal of a roquest or the formulatien of a project calls
for a ficld mission, a technical advisor or consultant will be assigned from exlsting
staff or from outside and the costs of such a study or project formulation mission
will be included in the project costs if and when a project results from such a
mission., The mission will, in co-operation with the Resident Roupresentative, assist
the Government in finalizing its official project request.

(b) _Project hprcements

46. Upon authorization by the hdpinistrator a Project igrcement will be negotiated
with the Government by staff assigned by the Fund under the gencral supervision of
the Resident Representative, ‘

47. Project hgreements will be standardized as far as possible (see Chapter III) but
will in each case specifically confirm the goals to be sought and set out the project
activities in phases, with the initial phase described in detail.

48. Upon completion of project negotiations with the Government, the project,
accompanied by the recommendation of the Joint Operations Group, will be forwarded
to the Administrator for provisionsl approval. Projects provisionally approved by
the Administrator will be submitted to the Governing Council for final approval.Z/
The proposal of the Administrator will include the best possible estimate of costs
involved, bearing in mind the special characteristics of exploration activities,
which may in many cases allow only the initial phase to be costed with any precision,

(¢) Field operations

49. During field operetions the project menager and other project personnel in the
field will keep in clpge contact with the Resident Representative and the Fund.

50. Locally available professional and other staff, institutional facilities and
equipment and supplies will be utilized by the Fund to the extent conducive to the
effective execution of the project. Project pcrsonnel will co-operate with the
appropriate professional staff of the Government.

51, The Fund will keep the Government informed periodically of the progress of the
project and will advise the Government immedialely of any major developments.

7/ Economic and Social Council resolution 1762 (LIV), paragraph l(e) provides for
this approval by the governing body. The Council may, however, wish to consider
delegating to the Administrator approval euthority along the lines given for
UNDP projects generally.

230



DP/53/itev.]
Enplish
Page 12

CHAPTZN TTI ~ PROJECT AGRIIMENTS

52. Ag tho Furd is not covered by the UNDP Basic agreements wilth Governmonts, a
separate leeel instruwaent (horoin callod e Project hgreement) will have to be
agreed upon botween the Fund end any Government for which the Fund will carry out a
project of exploration of natural resources under its national jurisdiction. A
standard form of such a Project Agrecment has been drafted, but, of course, it will
nced to bo adapted from case to case in ordor to mect specific requircments of
individual projccts. ‘ o o

53. The Froject hgreomont will be desipgned te regulate the mutual rights and
obligations of the Furd and of a recipient Government., It should be fully consiste:
with the prineciple of pocrmanent sovercignty of States over thelr nelural resources ¢
recogrized by the relevant resolutions of the United Nntions General Lssombly. In
short, under the Project Agreement the Fund will undertake to carry out a project of
exploration of natural resources under the national jurisdiction of the Government
while the latter will undertake to make Replenishment Contributions to the Fund unde
the circumstances, and in the mannecr, descrived in Chapter I. It is particularly tt
Replenishment Contributien payment feature with its element of uncertainty that’
distinguishes the Projoct /\greement from other types of development assistance agree
ments normally concluded within the United Nations system.

54. Unlike UNDP, the Fund will not cnter into both Basic Agreements and specific
Projegl Documents, but only into a single Project Agrecment for each exploration
project.8/ This approach is necessary for the following reasons:

(a) Until more experisnce is gained with some of the Fund's unique features,
it is desirable tc procced on a flexible c¢.se-by-case basis rather than to start by
entering into a large number of Basic Jgrocnents with Governments, many of which may
not wish or be able to receive Fund assistance in the immedigte future;

§/ UNDP-assisted development projects are covered by two sets of legal
instrumants; nemely, the sc-cnlled "Slandard UNDF Basic figrecments with Governments®
and the so-called "Project Docunents". The first, entered intc between UNDP and a
Govornnent, does not ccticern any specific development projeet but is designed to
incorporate the bnsie tonditions under which UNDP will assist the Government to carr
out such projects. The second, entered into between UNOP, the Government and an
Exocuting Agency charped with the responsibility for carrying out UNDP assistance to
a specific project, scts Torth in more detail the rospoctive responsibilities of the
parties with regard to the project. The advantage of this approach is that certain
bacic provisions (e.y. regerding privilepes and lmmnities or sottlement of disputes
that often require ratification on behalf of the Govermment, can be agreed upon once
and for a1l with respect to all UNDP-assisted projects carried out while the Basic
apreement is in force, '
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(b) Some of the elements to be iucluded in the Project Agrecment may not be
covered by the Government's mining lews or other statutes applicable to the Fund's
activitics so that the Government will nced to obtain specifie lepislative authori-
zstion or ratification of its agreement with tlie Fund. This kind of authorization
or ratification is not likely to be granted on an open-ended vasis but will urually
be rcstricted to specific areas and/cr o specific natural resources. Thus, a
separate authorization or ratification ma; well be required for each specific project
in a particular country so that the purpose of clmpliiibatlon sought by a UNDP type
Basic hgreement could not be achieved.

55, is a consequence, the Project igreemcnt must not only cover the essential
elements of both the UNVUP Basic figreement and the UNDP Project agreement, but, more
importantly, it will have to include a substantial number of detailed provisions on
the Replezishment Seatrircution obligations as well ac vericus other feslurcs net
normallv found in development assistance proaacts conciuded within the United Naticns
system. The Project Agrecement .may incluce provisions on natters contained in the
following paragraphs 56 to 61.

56. Privileges and immunities: Following the example of the UNDP Basic hAgreement,
the Project Agreement will provide that the Govarnment will apply to the Fund, as

well as to its officials, property, funds and assets, the provisions of the Conven-
tion on the Privileges and Immunities of the United Nations. With regard to privileges
and immunities of consultants, contractors and their personnel (except nationals of

the Government) employed by the Fund to carry out a project or part thereof, the Projec
hgreement will include provisions similar to those used in Prcject Documents for
UNDP-assisted projects. Such Privileges and Iinmunities are designed only to [lacili-
tate the effective discharge of responsibiiities of the Fund under the Agreement.

57. Settlement of disputes: Thc Project Agreement wiil provide for the settlement
by arbitration of any controversy that might arise between the Fund and thc Gevern-
ment under the Project Agrcement. For this purpose, acbitration clauscs similar

to the ones set forth in UNDP Basic Agrcements or in IBRD Loau Agreements will be used.

58. Work plan: Attached to the Project Agrcement will be 2 work plan describing

the work to be performed by the Fund in cerrring cut the project. The work plan ang
the respective provisions in the Project sLyreemsnt will be diffeercnt depending on
whether the Fund is to carry cut an exploration project or a feasibility investipation:

(a) In case of an exploration preicet, it will natwrally be difficult to
defin¢ in advance the kind and the amount of work tc be carried out by the Fund as
well as the Fund's respective expanditure for the wheole project pericd. The work
vlan will thercfore include the minimum work, which the Fund will be obligated vo
carry out as the first phase of the Project, expressed in inputs in monetary terms,
and in objectives to be apgrced between the Fund and the Government in each specific
case.  The work plan should be followed Ly a broad outline of additional work that,
basci on its findings, the Fund may subscquently undertake., The Project fAgrecient
vill entitle the Fund, based on an objoctive technical evaluation of the recsults
ovblained in carrying out the exploration project, tec decide in its own discretion
et any Lime whether or not further work is justified, and if so, 1is raturc and
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extent. Whenever in the course of the Fund's activities on a projcct, qualified

public or private intercsis are willing to undertake the further exploration activities
Ieading to exploitation in the Fund's project area, the Fund, at the request of the
Govermusent, may agrec to discontinue its exploration activities, provided that the

Fund will retain all its rights to Rcplenishment Contributions with respect to the
sxploitation in the project area. The Projocl Agrcement for an cxploration project
will onl:' cover the Fund's exploration work; if a feasibility investigation is to be
casried out (whether in addition to, or without, a previous exploration project of the
Fund), a separate Project agroecment will be concluded between the Fund end the
Governmenti;

(b) In case of a feasibilitr investigation, the work plan will describe in
detail the work to be performed by the Fund, and the Projoct igreement will provide
for the Fund's obligation to carry out the work so described.

59. Final revort. At the conclusion of the exploration activities carried out by
the Fund, the Fund will submit a final report to the Governmsnt specifv-ing whsther or
not minerals were identified. If a mineral deposit 1s identified, it will be referred
to in the final report as a "reported laineral deposit". A "reported mineral deposit"
shall be any or all cccurrences of reported mineral or minerals having known oxr
potentiel economic value that have been investigated in a protessional manner to the
stage where a possible economic potential can be indicated in respect of compositicn
and possible grade and tonnage of valuable elements or compounds in the deposit.

The final report will contain geological, geochemical, geovhysical, drilling and
other survey data collected during the explcretion work. In particular, the results
of elcmentel snalysis on all samples will be recorded in the final ieport together
vith illustrations accurately depicting the type, location and extent of the sampling
which may entail pitting, trerching, drilling or cther means of access to the deposit
as cetermined by the Fund's tzchaical represcntative on the picject. The Project
sgreoment will provide that the Government shall have an opportunity to express itus
views to the Fund:

(a) Ls to whether all obligations under the Agreement have been fulfilled
br the TFund,

(b) is to its acceptance of the reported mirerals listed in the final report
ir so far as their occurrence can be deemed 1o be of potential economic significance.
I1' the Government should not agree that the report meeis theec requirements, the
Government and the Fund shall consult as to the measwres rcquired and, failing agree-
ment ¢n such measurcs, the matler will be submitted to arbiilraticn.

&.  buradion of the Projeci Anrcement: The Froject Agreement will be concluded for
a veriod of 3U ycars. As a censequence, 3C vears alter the date of the Agreement, the
agrcerent itself and all the riphis and obligations of the partics thereander will
werairate, irrccpective of whether up to that pomort the Fund has received Replenish-
ment contributions on a discovery for 15 years, for a shorter period of time, or not
at all. JIn addition, thc Project Aprcement will provide for termination prior to the
enad of the 30 jcars' period in the following circumstances:
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(a) The Government will have the right to ask for the Project hgreement to be
terminated by arbitration if the Fund has feilecd to perform its obligations and has
not improved its performance within a given period of time.

(b) The Fund will have the right to ask for the Project Agreement to bo ter-
minated by arbitration if circumstances (including the feilure oi the Government to
perform 1ts obligations under the Agrcement) arise and continue to exist which, in
the judgement of the Fund, interfere with the successful completion of its project.

(c) If the Fund is unable to make a discover: of natural resources and
decides to discontinue its cxploration activities, it will submit a negative f{inal
report to the Government stating its findings and its decision. As of the date of
this report, the Project Agreement and all the rights and obligations of the parties
thereunder (including the Fund's rignt to receive Replenishment Contributions 1f
discoveries in the project area should subsequently be made by others) will auto-
matically terminate. .

(d) Whenever the entire Replenishment Contribution due the Fund under the
Project Agreement will have been made to the Fund's satisfaction prior to the expira-
tion of the 30 years' period, the Project Agreement and all the rights and obliga-
tions of the parties thereunder will terminate upon dispatch by the Fund to the
Government of a notification that these payments have been nade.

61. Effectiveness of Project Acreement: Both because of the unusual features

of the Project figreement and because of its long duration, the Fund will use every
precaution to ensure that the Project Agreement becomes a valid and binding dligation
of the Government, Following the example of the IBRD Loan igreements, the Project
Agreement will stipulate that it shall not become effective until evidence satisfactory
to the Fund shall have been submitted to the Fund showin:' that the execution 2nad
delivery of the Project Agreement on behalf of the Goveriment shall have been duly
authorized or ratified by all necessary governmental agencies. Depending on the
Government's laws, the suthorization or ratification may involve the issuance of a
governmental decree or a ratification decision by the Government'!s legislative
avthority or other action. Included in the evidence to be submitted to the Fund

will be a legal opinion of counsel acceptable to the Fund (in most cases, this will

be the Government's highest legal officer) confirming that the Project Agreement has
been duly authorized or ratified Ly, and esxccuted and delivered on behalf of, the
Government and that it constitutes a valid and binding obligation of the Government

in accordance with its terms. : . .
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Appendix n

(TRANSLATION)

MINISTRY OF MINING AND METALLURGY
BOLIVIA

Bxecutive Dccree 14549

Gen. Hugo Banzer Suarez
PRESIDENT OF THE REPUBLIC

Wherea_,s: .

.. ] ’ .
Under the Five-Year Economic and Social Develcpment Plan -
priority has been assigned to the execution of a mining prospection
and exploration program, for the purpose of determining the economic
importance of the non-renewable resources of the country and with -
tlfxe aim of planning accordingly the rational and technical production
of minerals; :

The prospection and the exploration of the national territory
are basic and undamental activities for the economic and social
development of the country and consequently the financing of such -
activities is in the interest of the nation;

By Supreme Decrees Nos. 13160, 13165 and 13167 of December 10,
1975 it was instituted the National Mine Exploration Fund (Fondo Na -
cional de Exploracién Minera) as a revolving and contingent fund, -
dependent from the Ministry of Mining and Metallurgy and whose -
functioning and initiation of activities were subject to the issuance
of a specific regulation;

According to the above mentioned Decrees the Ministry of -
Mining and Metallurgy has performed the necessary studies and -
evaluations through the National Mine Exploration Fund Program, whose
conclusions, recommendations and work programs have been approved by
;hellgg’t,ional Economy and Planning Board at its meeting held on March
] ] '

~ For the fulfillment of its objectives and for the performance
of its functions, the National Mine Exploration Fund requires an -
adequate capital, the recovery of which will make it possible to use
it as a revolving fund within the contingency margins common to the -
~ mine exploration activity;

As provided for in articles 4 and 69 of the Law of Administra-

tive Organization of the Executive Power, approved by Executive -
Decree No. 10460 of Scptember 12, 1972, the decentralized -

administration has been established as the administrative action -
entrusted to public and semi-public institutions and enterpriscs with
power of decision of technical, economic, financial and administrative
matters for the performance of their specific duties;

®
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The National Mine Exploration Fund, such as it has been
projected, will give contingent credits for mining cxploration -
prejects to natural or juridical persoms, either public or private,
end will channel internal and external Financing for regional -
prospection programs, the latter te be executed by specialized -
state-controlled agencles, according to the characteristies set for
development corporations by articles 78 and BO of the Law of -
Administrative Organization of the Executive Power;

‘ The development of financial operations of thc revolving -
and cornitingent National Mine Exploration Fund will generate benefit
for the economy of the country in general and for the Mining-Mecta -
1lurgy Sector in particular, with a high social profitability as a
result of the obtention of more hard-currency revenucs, more -
employment opportunities and increased fiscal revenues;

Inasmuch as the revolving and contingent National Mine

. Exploration Fund, as a state-owned agency, will finance the
development of mine exploration, which is an activity of public
interest, it is necessary to exempt its operations and purchases
from payment of national, departmental, mumicipal and customs taxes
and fees applicable to the innortationof supplies, machinery, -
instruments, equipment, vehicles and any other matcrials necessary
for its operations; : ‘

The feasibility study of the National Mine Exploration Fund
approved by the National Economy and Planning Board assumes that an
able and vigorous management will be necessary for the systematic -

_and opportune performance of the successive operations of prospection
and exploration; it is therefore necessary to grant thc Fund a -
treatment of exception from the provisions contained in Executive -
Decree No. 18964 of September 17, 1976 and to entrust the Fund's -
Board with the powerto regulate expressly the procedures to be
followed by it for contracting consulting firms and public or priva
te services organizations;

It is necessary to create a decentralized public entity -
with legal capacity and with management autonomy, dcpendent from -
the Ministry of Mining and Metallurgy, in conformity with Title III,
Chapter III of executive Decrce No. 10460, entrusted with the -
responsability of financing, following-up and evaluating mine -
prospection projects in accordance with the regulations of its -
Operations Plan;

AT MINISTERS MEETING,
IT IS HEREBY DECREED:
Chapter I

ESTABLISHMENT AND LEGAL STATUS

Article 1. It is hercby established the National Mine -
Exploration Fund as an agency dependent from the Ministry of Mining
and Mctallurgy, entrusted with the responsibility of promoting the
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discovery of mineral deposits through the fitmxcing of prospection
and exploration projects.* ‘
|

Article 2. The National Mine Exploration Fund shall have the
status of Public Development Corporation, with legal capacity . -l
acknowledged by the State and with-management and financial autonomy,

with its own independent capital and assets constituted by public -

funds assigned by the Suprcme Government as a contribution of capital |
. and by any property owned by the Fund at the present time or to be -

acquired by it in the future, as well as by any other special -,
contributions, It shall also have full *ecimica’ independence for -

~ the efficient fulfillment of its purposes, puwers and duties, and it

shall be organized in accordance with the Program existing at the -

present tims in the Ministry of Mining and Metallurgy at the level of

Investment Project.

Chapter 11
DOMICILE -

Article 3. The National Mine Explofation Fund, as an State
agency, 1s hereby established to exist for an indefinite period of -
time and with legal domicile in the city of La Paz.

Chapter I1I
CAPITAL

Article 4. The State, through the General Treasury of the - |
Nation, shall contribute to the National Mine Exploration Fund with
up to twelve million dollars, in yearly contributions equivalent at
least to one million two hundred thousand dellars each, starting in -
the 1978 financial period, In case of duly justified need, the State
may increase the total amount of capital by increasing the amount of
its yearly contributions. Funds obtained from extemal sources -
through State agencies created for such purpose, and special contri -
butions received and the profit obtained by the Naticnal Mine -
Exploration Rund, shall be incorporated to its capital subject to -
prior express legal regulation issued to that effect.

Article 5. Within thirty days from the date of enactment of
the presente Executive Decree, the Bolivian Central Bank shall give a
credit to the Ministry of Mining and Metallurgy for thc exclusive use
of the National Mine Exploration Fund, in the amount equivalent to -
ane million two hundred thousand dollars, in the form of a deposit on
a special account to be opened for that purpose. The conditions of -
that credit will be agreed between the Bolivian Central Bank and the
Ministry of Mining and Metallurgy. ' , .

Article 6. The Ministry of Mining and Metallurgy is hereby
authorized to transfer in favor of the Fund all the balance existing
as to the date of this Exccutive Decree under its Investment Budget
"04-C", as well as all the equipment, materials and supplies -
purchased with funds from the said investment budget. '
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. Article 7. The obtention orf fimds from internal and external
sources as well as from the Goueral Tressuzy of the Mation chargeable
to the Fund's account, shall rot bind neithar the asscts nor the -
administrative autonomy of thc public agencies and corporations -
performing mine prospection end exploration projects.

Article 8. The Naticnnl Mine Exploration Fund will apply all
its capital to the financing of mine prospection and exploration acti
vities, in accordance with its Opcrations Plan.

Chapter IV
DEFINITIONS

Article 9. For the purpose of this Executive Decree , the -
following expressions will have the meanings as hereinafter specified:

a) ;R%gional Prospection. The searching for and the location
of mineral deposits in a given territory, with the help -
of guides or by using several different criteria, as well
as by technical methods, particularly geological, geoche-
mical and geophysical methods.

b) Exploration. The determination of the size and form as -
well as the contents and quality of a mineral at a know
deposit, either in active or inactive state. Exploration
also includes evaluation, which consists of the appraisal
of the economic value of the mineral rescirves discovered,
relative to the useful life of the deposit, to the benefit
which may be obtained thercefrom and to thc convenience of
making an investment for the industrial dcvelopment and
exploitation of the mineral reserves.

Chapter V
OBJECTIVE

Article 10. The principal objective of the National Mine -
Exploration Fund will be the financing of mine prospection and explo
ration activities;

Chapter VI
FUNCTIONS AND AUTIORITY

Article 11. For the fulfillment of its specific objective,
the National Mine Exploration Fund will have the following functions
-and authority:

a) To promote mine exploration;

b) To obtain and manage funds for the financing of mine -
prospection and exploration projects;
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b

d)

g)
h)
1)

b))

1),

P)

7o finance, partially or totally, regional prospection -

programs to be carried out by specialized State agencies;

To give contingent credits under special repayment plans,
for mine exploration projects, to natural or juridical -

rsons, either public or private, engaging in mining -
tctivities;

To execute contracts for the financing of regional -
prospection and exploration programs with any individual
under Mining Law.

To contract directly with consulting or services firms or
organizations, either public or private, the execution of
its programs, subject to its by-laws and internal -
regulations;

To approve, follow-up and technically evaluate regional
prospection projects to be financed; :

To select, control, follow-up and technically evaluate
exploration projects to be financed;

To approve, follow-up, evaluate and recover investments
made by the Fund on regional prospection projects;

To rove, follow-up, evaluate and recover investments
made the Fund on exploration projects;

To submit to industrial financing institutions, for -
implementation, successful projects financed by the Fund;

To make arrangements for the obtention of technical and -
financial assistance from public and private organizations,
either national or international or from foreign -
governments; '

To receive as grants additional capital contributions or
’

To participate together with entities of the Mining Sector
in the preparation of projects for the promotion of -
prospection and exploration activities;

To prepare, by action of its Board, the annual internal -
and investments budget of the Fund;

To designate, by action of its Board, the rcquired -
technical specialized personnel, withpower to decide and
fix remmerations consistent with the responsibilities of
each position;

To reinvest in minc prospection and exploration all funds
recovered by the Pund.
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(fhapter VII
ORGANIZATION

Article 12. The National Minec Exploration Fund will initiate
its activitics with the following internal technical-administrative -
organization:

As decision-making units, a Board and a General Manager; as
advisory unit, a Legal Counsel; as administrative supporting unit; an
Administrative Department, and as operative and regulating units, a -
Projects Division and an Investment Division.

- Article 13. The Board of the National Mine Exploration Fund
will be presided by the Minister of Mining and Metallurgy, represented
by the General Manager, who will be the chief exccutive officer of the
Fund, according to Article 80 of the Law of Administrative Organiza -
tion of the Executive Power. .

The Board will be constituted by a representative from the -
Presidency of the Republic, a representative from thc Ministry of -
Planning and Coordination, a representative from the Ministry of -
Mining and Metallurgy, a rcpresentative from the Bolivian Mining Bank
and a representative from the Geological Service of Bolivia.

Article 14. Not later than one hundred twenty days ifrom the
date of taking office, the Board will submit to the Exccutive Power
for consideration, the By-laws and Regulations which will rule the -
activities of the Fund as a Public Corporation.

The Fund's By-laws will prescribe expressly the procedures to
be followed for taking the following action:

a) Recovery of the funds already invested by the General -
Treasury of the Nation on regional prospcction projects -
" being carried out by the Geological Service of Bolivia -
pursuant to Supreme Decrees Nos. 18160, 18165 and 18167
of December 10, 1975, and the reinvestment of part of the
funds recovered from the said projects on the purchase of
equipment for the Fund; _

b) Recovery of resources to be invested by the Fund on regio
nal prospection projects;

c) Obtention of fimds from external sources through States
agencies created for such purpose, and the application of
those funds to the financing of mine prospection and -
exploration activities; .

d) Sclection, granting, control, follow-up and recovery in -
revolving form, of contingent credits for cxploration -
activities;

e) Contracting directly the services of consulting firms and
sdrvices organizations, either public or private, for the
execution of the Fund's projccts.
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. €hapter VIII
EXEMPTIONS AND LIBERATIONS

Article 15. The Rund is hereby exempted from payment of . -
national, departmental, university, mumnicipal and customs taxes and
fees applicable to the imporation of supplies, machinery, instruments,
equipment, vehicles and any other materials necessary for its activi-
ties. In each case, the corresponding liberation will be obtained -
from the Ministry of Finance.

Article 16. The National Mine Exploration Fund is hereby
expressly authorized to engage directly the services of consulting -
firms and services organizations, either public or private, subject
to the provisions of the Fund's By-laws and internal regulations, and
such action is hereby exempted from application of the provisions -
under Supreme Decree No. 18964 of September 17, 1976.

Chapter IX
PERSCWNEL

Article 17, Requirements, rights and obligations for officers
and employees of the National Mine Exploration Pund shall be ruled by
the Fund's By-laws and by applicable existing regulations.

Articlc 18. The officers and cmployees of the National Mine
Exploration Fund will be entitled to the social benefits prescribed
by law for the persommel of decentralized public corporations.

The ministers of Planning and Coordination, of Finance and of
Mining and Metallurgy are entrusted with the execution and enforcement
.of this Executive Decree.

Given at the Government Palace, in the city of La Paz, on the
twentysixth day of April of the year one thousand nine hmdred seventy
seven.

(Signed) GEN. HUGD BANZER SUAREZ
(Signed) Oscar Adriizola Valda
(Signed) Juan Percda AsbGn
(Signed) René Bernal Escalante
(Signed) Juan Lechin Suarez
{Signed) Carlos Calvo Galindo
(Signed Jaime Nifio de Guzmin
(Signed) Julio Trigo Ramirez
(Signed) Carlos Rodrigo Lea Plaza
(Signed) Mario Vargas Salinas
(Signed) Alfonso Villalpando Armaza
(Signed) Alberto Natush Bush
(Signed) Guillermo Jimfnez Gallo
(Signed) Guido Vildoso Calderdn
(Signed) Santiago Maese Roca

THE ABOVE I§ A TRUE COPY OF A LEGALIZED TRANSCRIPT.
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