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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 1 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.Si Geological 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.I.P. No. BOL-1 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,

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, 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, S 
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. If 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-1 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-1 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-1 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______

Amembassy 

BAM IN 

B1SA 

CBF 

COBOEN

COMIBOL

ENAF or 
ENAFBOL

GEOBOL 

HIID 

IBRD 

IIMM

INSO 

SIDERSA

UNDP

Title

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 Geologico de Bolivia (Geological Survey of Bolivia)

Harvard Institute for International Development

International Bank for Reconstruction and Development (World Ban

Institute 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

1 Bolivian peso
($b) U.S. $0.05



Weight and measure equivalents

1 kilogram (kg) 2.2046 Ibs.

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

1 long ton 2,240 Ibs.

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

Acknowledgements

Interviews and discussions were held in La Paz in July 1975 with Gen. 
Ing. Jose Antonio Zelaya Salinas, Minister, Ing. Armando de Urioste Sanchez 
Bustamante, Under Secretary, Ing. Gonzalo Gutierrez Moscoso, Director of 
Metallurgy, Ministry of Mining and Metallurgy, Dr. Fernando Urquidi B., and 
other officials and staff members of Servicio Geologico de Bolivia (GEOBOL); 
J. G. Henderson, Minerals Attache (retired in 1975), and John H. Curry, 
Regional Minerals Attache, U.S. Embassy, La Paz; representatives of Banco 
Minera de Bolivia (BAMIN) Corporacion Minera de Bolivia (COMIBOL) Associacion 
Nacional de Mineros Medianos (Association of Medium Miners); Camara Nacional de 
Mineria (Association of Small Miners); and Drs. Malcolm Gillis, Glen Jenkins, 
and Ulrich Petersen, and Mr. Brian Wright, Harvard Institute for International 
Development.

Dr. Fernando Urquidi B., since March 1976 Minerals Advisor, U.S. Embassy, 
La Paz, and previously the Director, Inventariacion de Recursos Minerales de la 
Mineria Chica (Small Mines and Mineral Resources Inventory Unit), GEOBOL, was 
the first technical counterpart for this study. He arranged for consultations 
in La Paz, in July 1975, and furnished much of the background information for 
the first draft report which was dispatched in October 1975.

Ing. Gonzalo Gutierrez Moscoso, and Dr. Jaime Villalobos S., staff geologist, 
Ministry of Mining and Metallurgy, were designated in March 1976 as the Bolivian 
counterpart technical team for the Fund. They provided most of the data on costs 
and information on conditions up to mid-1976 for mineral exploration and develop­ 
ment in Bolivia. Dr. Villalobos was particularly helpful during the discussions 
in La Paz in March-April 1976, and was responsible for compiling most of the 
information received in 1976 on the Bolivian mining situation. Dr. Villalobos was



appointed Project Officer for the Minerals Exploration Fund on April 20, 
1976, and was designated Director General of the Fund on April 26, 1977.

In Washington, D.C., discussions were held with Robert J. Rodger and 
Robert A. MeDowell, IBRD. Thanks are due colleagues in the USGS for counsel 
and advice, and especially to Dr. John H. DeYoung, Jr., for his analyses of 
revolving fund schedules considered for the proposed Minerals Exploration Fund.

During the initial period of fact-finding for this study, the Institute 
for International Development (HIID), Harvard University, Cambridge, Massachusetts, 
was conducting a study on taxation and the mining sector in Bolivia. Discussions 
with members of the tax study group in La Paz were very informative. A three- 
volume report titled "Taxation and the Mining Sector in Bolivia" issued in 
December 1975, presents a comprehensive analysis of the subject, and offers 
detailed guideline proposals for restructuring the mining tax system of Bolivia. 
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Geology

The Andean region of Bolivia, included in physiographic units 1-4 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 a 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:!/

I/ Servicio Geologico de Bolivia, 1968.



BOLIVIA
400 K>0

BENI - Department
Trinidad  Capital of Department

Physiographic Units 
1. Cordillera Occidental Andina

EXPLANATION - 2. Altiplano
3. Cordillera Oriental
4. Faja Subandina
5. Llanura Chaco-Beniana
6. Escudo Brasilero
7. Serranias Orientales

\ COCHABA

°
Cochobomba

SANTA CRUZ 

Cruz

Potosi 
POTOSI

Adapted from Servicio Geologico de Bolivia, GEOBOL, 1968.

Figure 1.--Physiographic units and Departments
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BOLIVIA

Mineral belts or zones 

Antimony fefc;.] Gold |'V^ silver 

Copper JQJ Iron ^ Tin

:'M Lead-zinc
Tin- 
Tungsten

Sulphur

Source: Small Mines and Mineral Resources Inventory unit, 
GEOBOL, 1975

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 Paleozoic 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



among world producers of tin, exclusive of The People's Republic of China 
and the U.S.S.R., as indicated inflgure 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

400

200
Q) 
60 
rt 
H 
Q) 
>

1970 1972 1974 1976

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 earnings from metallic mineral 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 }_.   Principal metallic mineral exports, percent of total 
export value, and Bolivia's ranking aroonp world 

iii 197 5 1

Percent of total
value of metallic Ranking among 

Commodity mineral exports^1 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.

_!/ Source: Minister io de Miner ia y Metalurgia, 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. In 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
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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. 11-34.
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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)

A. Taxes on mines in:

B 

C

Private sector

Public sector 

Total

Special Export Tax 

. Total

1973

ACTUAL

433.3

45.0

478.3

452.2

930.5

1974

ACTUAL

371.4

303.6

675.0

800.1

1,475.1

1975

ACTUAL

199.6

225.6

425.2

622.2

1,047.4

1976

BUDGETED

200.0

428.0

628.0

340.0

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 raining 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 
subsector

Large mines 
(COMIBOL)

Medium mines

1971 1972 1973 1974 1975
Value Z Value Z Value Z Value Z   Value

91.3 62.3 93.1 64.2 114.7 64.4 196.4 64.4 171.8

32.8 22.4 31.5 21.7 44.9 25.2 70.8 23.2 55.5

Z

70.2

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 ~ 225.8*   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, 
J]ochabamba, 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.

20



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 authorized to 
enter into equity positions in large enterprises, including raining.

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

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 processedtro^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 Anos 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 a 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 Outlook Reports:
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Table 7 . Tin Mining and Marketing Costs (US$/lb)

Year

1971

1972

1973

1974

1975

1976

Mining 
cost

1.10

1.03

1.05

1.60

1.59

2.02

Export 
taxes

0.14

0.18

0.37

0.24

0.21

0.28

Royalties 

0.00

0.08

0.23

0.81

0.55

0.72

HTIS-/

0.31

0.35

0.48

0.59

0.67

0.78

Total cost 
on market

1.55

1.64

2.13

3.24

3.02-/

3. 801/

Aver, tin 
price (LME)

1.59

1.71

2.18

3.71

3.11

3.40

Jk/ Handling, Transport, Insurance, Smelting

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

.1' 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 tonnage 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

Type of 
project 1968 to Mid-1976

Cost No.
Mid-1976 to completion 
Cost No. of projects

Prospecting $870,800 3 $325,400 3

Exploration 1,434,200 IjL 580,400 _8

Total $2,305,000 14 $905,800 11

Total cost

$1,196,200 

2,014,600 

$3,210,800^

I/ 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 Colder 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 (EISA), 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 .JL/ 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.
Compania Explotadora de Minas Ltda. (GEM)
Compania Minera del Sur S.A. (COMSUR)
Churquini Enterprises, Inc.
"Don Vicente 1 '
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

Principal product

Tin
Tin
Tin
Tin
Ant imony
Zinc, tin, silver
Antimony, copper, lead
Tin
Tin
Antimony
Tin
Tin, antimony, lead, zinc
Ant imony
Tin
Antimony, tin
Bismuth, silver
Tin
Tin
Tin
Tin, wolfram
Tin, zinc, silver
Copper
Tin, copper, silver
Wolfram, antimony
Antimony, wolfram, lead, bismuth

I/ Pan American Union, p. 22.
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Table 10. Continued

Firm or enterprise

San Juan Ltda.
San Luis Ltda.
Schiavi Industrial Minera
Semivi Ltda.
Soteca Ltda.
Suka Ltda.
Tarumita Ltda.
Ursic, Orlandini y Cia. Ltda
Yana Hallcu Ltda.

Principal product

Antimony, copper, tin, lead, zinc
Antimony, copper
(No products listed)
Antimony
Tin, copper
Tin
Antimony and others
Tin
Tin

Sources: Asociacion Nacional de Mineras Hedianos, (no date), p. 15. 
Ministerio de Hineria y Hetalurgia, 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 eight mineral commodities produced in the 
Medium Mining eubatn'tur, and relative *h*re of pnMtul Hiui in the ****  
I MM, I9M, *hd l<m dfp Dhtttfti below.

Commodity 

Tin

Antimony 

Wolfram

Zinc

Copper

Lead

Silver

Bismuth

Table 11. Leading producers and percentage of total production 
of mineral commodities in Medium Mining subsector» 
1973-4975

(See previous table for complete titles of companies)

1973

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

EMUSA, 62% 
Casado, 15%

San Jose, 100%

COMSUR, 99% 

Nitto Bol., 99% 

Casado, 92%

San Jose, 100%

1974

Estalsa, 24% 
Ursic, 13% 
Fabulosa, 12%

EMUSA, 72% 
San Juan, 13%

1975

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

EMUSA, 76% 
San Juan, 11%

Int. Min., 50% San Jose, 52% 
San Jose, 25% Int. Min., 47%

COMSUR, 98% COMSUR, 99% 

Nitto Bol., 97% Nitto Bol., 99% 

Casado, 92% Casado, 97% 

EMUSA, 100%

Complex minerals 
Wolfram-tin 
Lead-silver 
Tin-silver 
Copper-silver

Int. Min., 100% 
San Jose, 100%

Min. Pabon, 100%

Int. Min., 100% Int. Min., 100%
San Jose, 100% 

Canaviri, 100% Canaviri, 100%

Sources: Ministerio de Mineria y Metalurgia, 1976, Infonne 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,

Mineral

Tin

Antimony

Complex 
minerals

Lead-silver

Medium Mining subsector

No. of producers 
and no . (in parens.)

Period

1973-

Annual
1974-

Annual
1975-

Annual

1973-

Annual
1974-
1975-

Annual

1973-
1974-

1973-

Annual
1974-

1975-

Annual

1st
2nd

half
half

furnishing data

19
19

(10)
(7)

average
1st
2nd

half
half

19
19

(7)
(1)

average
1st
2nd

half
half

19
19

(6)
(5)

average

1st
2nd

half
half

10
10

(3)
(3)

Average cost 
per

Metric

$2
3
3
2
5
2
6
6
6

1
average
1st
1st
2nd

half
half
half

19
10
10

(2)
(1)
(1)

average

1st
1st

1st
2nd

half
half

half
half

1
1

1
1

(1)
(1)

(1)
(1)

1
1
1
1

1
1

average
1st

1st
2nd

half

half
half

1

1
1

(1)

(1)
(1)

average

3

5
4
4

,679.
,561.
,075.
,488.
,978.
,865.
,657.
,406.
,568.

911.
,055.
986.
,659.
,011.
,276.
,173.

,258.
,400.

203.
229.
216.
,837.

,334.
,573.
,888.

ton

49
12
44
07
56
17
52
89
09

22
94
04
37
43
24
71

69
73

24
68
29
90

02
90
06

Pound

$1.
1.
1.
1.
2.
1.
3.
2.
2.

9.
10.
10.
16.
10.
12.
11.

0.
0.

0.
0.
0.
1.

2.
2.
2.

21
61
39
13
71
29
02
91
98

23
70
00
82
26
94
90

57
63

092
10
098
74

42
08
22

WoIfram-tin

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 
material

Potosi

Tin
Antimony
Copper
Lead
Bismuth
Silver
Zinc
Jamesonite
Wolfram

No. of producers

398
151
48
73
35
53
53
2

11

Net 
sales

Metal 
content

(Metric tons)

4,800
1,987
1,637
1,748

50
310

1,297
3
3

1,227
1,172

371
1,193

8
284
725

2
2

Grade %

25.6
59.0
22.7
68.2
16.0
91.6
55.9
66.7
66.7

Oruro

Tin
Antimony
Copper
Lead-silver
Bismuth
Silver
Zinc-silver
Wolfram

349
105
59
29
9
2
2

34

2,532
1,066

549
466
21
13
66
65

928
605
118
315

5
5

23
45

36.6
56.8
21.5
67.6
23.8
38.5
34.8
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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Th* following data account for 91 percent of total tin production 
by the Small Mining aubiector 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 BAMTN agencies in the Departments of
La Paz, Oruro, and Potosi classified by weight categories.

Weight of individual sales
(metric tons) 

Concentrates (neto)

Less than 5

5-10

10 - 20

20 - 40

40 - 60

60 - 80

80 - 100

+ 100 

Totals

Tin content (fino)

Less than 5

5-10

10 - 20

20 - 40

40 - 60

60 - 80

80 - 100 

Totals

Number of sales
Departments 

La Paz Oruro Potosi

261

29

14

6

2

3

0

2

317

295

12

4

4

1

0

1

317

268

35

24

8

4

5

0

5

349

313

17

8

8

1

1

1

349

270

47

28

23

13

2

5

10

398

342

23

19

11

2

0

1

398

Total 
no. of sales %

799

111

66

37

19

10

5

17

1,064

950

52

31

23

4

1

3

1,064

75

10

6

3

2

1

1

2

100

89

5

3

2

n

i _ . _ i

j

100
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Table 15. Tin. jcon tent of saJUe in 1974 to BAMJN agi_»nr1es 
in U\g. Department B qf^l^a i'aa t Oniro, und Pot out 
r 1 aaaj f ted Uy we 1 ght, eat *»fcov tee ,

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

0-5 256 296 315 867 31

5-10 70 124 163 357 13

10 - 20 56 104 240 400 14

20 - 40 132 204 317 653 23

40 - 60 44 41 97 182 7

60 - 80   68 ~ 68 2

80 - 100 97 91 __9J5 283 10

Totals 655 928 1,227 2,810 100

Of 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 1 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:!/
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Table 16. No. of small mines in six Departments

Department 

Chuquisaca

Cochabamba

La Paz

Oruro

Potosi

listed by

Commodity

Tin
Antimony
Copper
Bismuth
Zinc
Lead- zinc

Total

Tin
Antimony
Copper
Tungsten
Zinc
Lead-
silver
Total

Tin
Antimony
Copper
Tungsten
Bismuth
Zinc
Lead-
silver
Total

Tin
Antimony
Copper
Tungsten
Bismuth
Lead-
silver
Total

Tin
Antimony
Copper
Tungsten
Bismuth
Zinc
Lead-
silver

Total

types of minerals produced

No. of
Single
mineral

3
16
22
1
8
 
50

24
16
5
1
0

0
46

848
159
153
332
11
4

 
1,507

210
78
55
33
0

0
376

1,056
483
283
52
33
21

 
1,928

36

small mines
Complex mineral
by main mineral

0
0
0
0

11
119
130

0
0
8
0
1

41
50

20
8

144
2
0
1

184
359

17
16
44
7
1

28
113

60
31
21
8

23
34

496
673

Total

3
16
22
1

19
119
180

24
16
13
1
1

__41 
96

227
94
99
40
1

28
489



Table 15. Continued

No. of small mines
Single Complex mineral 

Department Commodity mineral by main mineral Total

Tarija Copper 10 1
Zinc 02 2 
Lead-
silver ___0 ___5 ___5 
Total 17 8

Grand Total 3,908______1,332_________3,240

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, Poop6 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.

I/ 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 Producers

U P«* W48 417 HI

Potosi 1,036 398 658

Totals 2,114 715________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. Two-thirds of 
the number of properties in these two Departments are inactive. If the 
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 considered for study.

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 60 65 70 
Cost per gross 
unit, fine,$U.S. 16.06 16.02 15.45 15.32 14.75

Tin

Grade, percent 10 20 30 35 40 45 50 60 
Cost per pound, 
fine, $U.S. 4.30 3.44 2.70 2.47 2.72 2.30 2.29 2.27

Wolfram
Grade, percent 55 60 65 70 75 
Cost per gross 
unit, $U.S. 80.98 81.05 81.05 81.11 81.10
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Table 18. Continued

ft, featifflflted eaftfc of uttdeirfefautid
Small Mining aubsector. 1975. 

Type of excavation Crosscut Drift Intermediate drift 

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

Raise 

26.96

SourCeS : -.

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)

I/Large mine ore prod.  
Percent of large mine 
exports to total 
exports-2-'

Medium mine ore prod. 
Percent of medium mine 
exports to total 
exports-?/

Small mine ore »rod.
Percent of sma]i mine 
exports to total

o/
exports±/

Data

1972

1973

1974

1975

Mining subsectors

Large 

4.35
64.2 

4.07
64.4 

5.02
64.4 

5.45

Medium

1.47
21.7 

1.59
25.2 

1.81
23.2 

1.76

Small

0.96
14.1 

0.66
10.4 

0.97
12.4 

0.55
70.2 22.7 7.1
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Table 19. Continued 

Summary, production

1972

1973

1974

1975

Larfee,im in a iJaU-»

4735"

4.07

5.02

5.45

Med ium

7747

1.59

1.81

1.76

Small

0.96

0.66

0.97

0.55

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

2J 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 worker, sur,fa,ce and underground

Mining 
subsector

Large

Medium

Small

1975 mine 
production 

(million tons)!/

5.45

1.76

0.55

Total 
underground 
and surface 
labor force 
(thousands)

18.041 I/

7.46 A/

20.0 I/

Average production 
per worker (tons)
Annual

302

236

27.5

Dailyz ^

0.97

0.76

0,09

J7 See preceeding table.

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

_3/ Amembassy, La Paz, 1975, p. 17

47 Ministerio de Mineria y Metalurgia, 1976, p. 33

5/ Estimated from range of 15,00 to 25,000 (HIID, 1-11). Cooperatives 
employ an additional 16,000 workers (HIID, 11-21).
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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 suggest average daily underground wine production per roan in 1975 
rthowi ,1,0 tons in the Urge win**, 1,1 hunt in the we<1 him ftin«»rt» *\\*\ o. 
ton in the* smalt mines.

Table21 . Average production of mine ore per worker., underground.

Average production
1975 mine per underground

Mining production Underground worker (tons) 
subsector (million tons)!./ labor force Annual Daily '

Large 5.45 8,889l/ 613

Medium 1.76 4,500^ 391

Small 0.55 12,0004/ 46

I/ See Table 19.

2J 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 fill, 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 1 noted above refers to underground operations 
employing workers for the spec if led type 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 authorized 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 
sice, 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

11 " 10,000 2.40

" " 15,000 3.60

" " 20,000 4.80

Over 20,000 I/ 6.00

y Applicable to multiple grantee ownership situations.

43



BOL IVIA

.<"~~-\ COCHABAMBA^'
a >  X <' 

ORURO j  - ^

D.S. 09898. 
15-9-71

"1>.L. 07150

D.S. 9240 
4-6-70
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Figure 6. Areas of fiscal reserves



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 integration 
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 exploration.

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, am< 
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.

Contracting firms 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

1. Analytical Laboratories of 
Marlene Schuler

2. Louis Astudillos

3. GEMCO

A. GEO CONSULT

5. GEO-EXPLORACION

6. Geologia y Prospeccion

7. Tom Heard - SOMCO

8. IPA (Ingenieria Politecnica 
Americana)

9. Prudencio (Geotec) 

10. SERMIN (EMUSA)

Services offered

Chemical and geochemical analysis. 

Geological and mining consultant. 

Geological, economic and mining studies.

Consulting on geological engineering, 
geology and mining.

Geological, geophysical, and geochemical 
exploration.

Consultants 

Mining consultant

Diamond drilling 

Drilling?

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 raining 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. Its 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 1 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; 11 Under Part C(c), the Ministry of
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Mining and Metallurgy is responsible 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, ia completed in about 
45 days. Exploration work then follows baaed on recowwendationa in the 
report ,

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 studies,

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, Oil 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) Issuance 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;

(c) 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 The Quebec taxpayer has the right 
to ask what return he will get for 
the $24.5 million the Quebec 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 Societe 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.

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

Period

1976 
1981 
1986 
1991 
1996

Total:

Total:

Total:

to 
to 
to 
to 
to

1980 
1985 
1990 
1995 
1999

Cash
Estimated value1

$000 
(25,722) to (14,167) 
58,934 to 76,381 
54,021 to 78,959 
47,289 to 82,125 
41,886 to 66,304

176,408 to
: Estimated

Present

289,602

flow

Present value2

$000 
(22,601) to (13,880) 
30,199 to 39,676 
17,497 to 25,258 
9,464 to 16,321 
5,409 to 8,588

39,968 to 75,963

Mineral duties

Estimated value1

$000 
4,231 to 4,246 
5,384 to 8,690 

10,741 to 16,993 
11,181 to 22,250 
10,259 to 18,860

41 ,796

value   cash flow and mineral duties

value   cash flow and mineral duties

to 71,039

to be paid
Present value2

$000 
3,455 to 
2,754 to 
3,468 to 
2,224 to 
1,322 to

13,223 to

3,468 
4,308 
5,348 
4,427 
2,443

19,994

220,268 to 350,641

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 
($2,743,337), and other assets 
amounted to $9,191,751. Moreover, 
Louvem paid the provincial treasury

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 Quebec taxpayer, 
expressed in present values, is as 
follows:

Table

Present value   cash flow and 
Louvem, Niobec and Seleine mineral duties

Net value of various assets accumulated up 
to present, or shareholder equity

Mineral duties paid by Louvem

Total:
Subtract: 
Subscription to capital stock

Estimated surplus
Estimated return

Pessimistic 
outlook 

$000

53,191

9,192

832

63,215

24,645

38,570
156%

Optimistic 
outlook 

$000

95,957

9,192

832

105,981

24,645

81,336
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

casts should also include the direct 
and indirect economic gains, such 
as the purchase of equipment and 
material, jobs created, and the 
fallout from general economic invol­ 
vement, particularly in the case of 
salt, which is the basis of the entire 
industrial economy.
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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., a 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 
designations 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 access 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 airports. 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

OME program

Restricted to small 
operators.

Limitation on amount of $250,000 
Gov't participation in 
single contract

Eligible minerals

Interest rates on 
Government funds 
paid on contracts

36 listed in 
General Provisions

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

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
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Provisions OME program British program

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

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.

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 If the value of minerals found 
original contract terms, does not justify considering the

project an unqualified success, 
but some values are present, the 
repayment liability may be 
modified.

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.

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.
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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 10-year program which accelerates 
prospecting for domestic base metal resources by mining companies. In 
addition, ¥40,429,000 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 governments. 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."

62



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 mill ion annual value of mine 
production and:

\. Two percent royalty on prpducticm

Years of 
operation

No. of 
new 
projects;

Total 
obligations., 
for new 
projects

Expected 
royalt ies

Present 
Value Cumulative 

Balance @ 10% Present Value
fm^ 1 1 ^ rmr- *!} ., _

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

10
12
13
15
17
18
20
20
20
20
20
20
20
20
20

6.0
7.2
7.8
9.0

10.2
10.8
12.0
12.0
12.0
12.0
12.0
12.0
12.0
12.0
12.0

-_
 
 
 
 
 

0.60
1.39
2.32
3.47
4.89
6.51
8.44

10.55
12.85

-6.00
-7.20
-7.80
-9.00
-10.20
-10.80
-11.40
-10.61
-9.68
-8.53
-7.11
-5.49
-3.56
-1.45
0.85

-6.00
-6.55
-6.45
-6.76
-6.97
-6.71
-6.44
-5.45
-4.52
-3.62
-2.74
-1.92
-1.13
-0.42
0.22

(millions $)

-6.00
-12.55
-18.99
-25.75
-32.72
-39.43
-45.86
-51.31
-55.83
-59.44
-62.18
-64.11
-65.24
-65.66
-65.44

to
43 20 12.0 104.25 92.25 1.68 0.39

 Five percent royalty on production

to

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

21

10
12
13
15
17
18
20
20
20
20
20
20
20
20
20

20

6.0
7.2
7.8
9.0

10.2
. 10.8

12.0
12.0
12.0
12.0
12.0
12.0
12.0
12.0
12.0

12,0

 
 
--
 
 
 

1,50
3.47
5.79
8.68
12.22
16.27
21.11
26.38
32.13

78.70

64

-6.00
-7.20
-7.80
-9.00
-10.20
-10.80
-10,50
-8.54
-6.21
-3.32
0.22
4.27
9.11

14.38
20.13

66.70

-6.00
-6.55
-6.45
-6.76
-6.97
-6.71
-5,93
-4.38
-2.90
-1.41
0.08
1.50
2.90
4.17
5.30

9.91

-6.00
-12.55
-18.99
-25.75
-32.72
-39.43
-45,35
-49.73
-52.63
-54.04
-53.95
-52.46
-49.56
-45.39
-40.09

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/(l + r) 11 ,

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

PV - Z Qt (l + r) 
t=0

-t

The periods of time needed for the UNDP Revolving Fund 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:

Royalty on 
value of mine 
production

2 percent 

5 percent

Value of annual 
mine production, 
in millions of 
dollars______

30

30

Years from start 
of program until 
annual royalties 
exceed $12 million 
annual obligations

15

11

Years until 
cumulative 
obligations 
are liquidated

43

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 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.

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 Government 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 months 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 firjt.

The DMEA program offered assistance to all approved applicants whether 
individuals, partnerships, small companies, or large companies. Its 
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

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

programs through June

DMEA

8

3,888

1,159

399

$23.3 million

30, 1975

OME

17

944

210

54

$4.8 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

$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
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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 
development.

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 program 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 1 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 1 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 owners.

* 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) Assoc. Medium Miners (1) 
BAMIN (1) Nat. Chamber of Mining (1) 
COMIBOL (1)

General Manager

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.

Operators 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 processing by the General 
Manager -,*

Prepare reports on results of field examinations with recommendations 
to approve or deny each application. f%£

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 s^edule 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 EISA, 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
to contract.
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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 has 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 1 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 1 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 the 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 INTERIOR, GEOLOGICAL SURVEY 

UNITED STATES OF AMERICA
FOR 

TECHNICAL ASSISTANCE
IN 

MINERAL EXPLORATION AND DEVELOPMENT
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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.

7 S*  * This Memorandum of Understanding is entered into this
day of ABR 1975 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.

88



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.

c. 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.

(A) 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. In the event the USGS cannot undertake the requested assistance 
for any reason, it will communicate this fact to the Ministry in due 
course. /.(/»
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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 Committee 
which shall be formed by one or more representatives of each party and 
other specialists as they deem necessary. This Committee shall perform 
the following functions:

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.

c. Mset 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. Results 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 Technical 
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 tbe 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.
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7.5. Provide necessary office space, utilities, telephone 
facilities, maintenance, and upkeep 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 personnel assigned to this project shall have the 
folldwing 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.
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c. 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 repatriation 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 Plans.

ARTICLE X. General Conditions.

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 raajeure, 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 raajeure" 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.
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Neither party shall have responsibility for delays caused by force 
majeure. 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 Implementation 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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Av. 16 ft . 
U.«fcn« «... 
U fia - fao......

To: United States Department of the Interior 
Geological Survey 
National Center, MS 914 
Reston, Virginia, U.S.A. 22092

or to such other address as any of such addressees shall designate
by notice given as herein required. Notices hereunder shall be effective
when received.

U.S. Geological Survey f Ministry of^Mines and Metallii 

By:   ^fn&httll By:

Titled Acti"g ^ector Title: 

Date: ______KftR 2 * ^^_____ Date:
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PROJECT IMPLEMENTATION PLAN

P.I.P. N° BOL-I

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

PROJECT IMPLEMENTATION PLAN

_______Bolivia_______ 
(COUNTRY)

Technical Assistance in Mineral Exploration and Development
(PROGRAM)

Mineral Exploration Fund 
(PROJECT)

Section I.

-Ann me v<0 * BOL~1 is entered *nto this ______ 
day of A D R 19/5 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 Assistance-in Mineral JExploration and Develop­ 
ment ̂ iened bv the Ministry on ____j j A B R iJ/J and the USGS on

L \ MAn 19/5   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 III* 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 t6 the USGS:

a. a statement outlining the Bolivian Government organizations
responsible for administering national policy to develop
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 
weeks 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. If 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.10.5 of the Memorandum of Understanding signed by the Ministry on

/ 5 A - {* I-/'*') and by the USGS on / ] MAP 1Q75
 

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%) 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, Rcston, 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 10%, 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 cover a period of twelve (12) 
months, but may be extended in accordance with Article X.10.1 and 10.5 
of the Memorandum of Understanding signed by the Ministry on 
____'* *   . i   . ^ and the USGS on J "    ; *u U;'   . -hr 
period of this Project iMplcnicitntirv, '.Man shall fo-.no \.~«- -me' b. 
conducts'' ace or iinr, to thr time? tnMc  jst?.bHs1;c<! by lv. - roclv.-.i.. - 1 
Conunittiee.
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2. The Articles of the Memorandum of Understanding signed by 
the Ministry on I S ARR 1975 and the USGS on ______ \\ \\i
except as amended or modified herein, shall be applicable to this 
Project Implementation Plan.

U.S. Geological Survey,

Title 

Date:

7
MetaTiurgy

Director

£ : 1975
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P.I.P. No. BOL-1 

ATTACHMENT A

Budget Estimate 
(Initial trip)

1. Salary: 4 months $16,000

2. International travel costs: 1,000

3. Per diem in Bolivia 3,900 

A. Administrative and Technical Support 5,225

$25,125
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at
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 p
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 p
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 b
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w
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 p
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 d
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 c
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.
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ra
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 c
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 c
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 b
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 f
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 d
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 c
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b
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 d
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 C
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 c
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 f
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 c
on

st
ru

ct
io

ns
 
re

fe
rr

ed

to
 b

y 
ar

ti
cl

e 
12

2.
 

S
ai

d 
ex

pr
op

ri
at

io
n 

m
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 f
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 p
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 b
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 p
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 b
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 c
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ra
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 t
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 p
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m
ps

, 
sl

ag
s,

 
an

d 
ta

il
in

gs
, 

ca
n 

w
ai

ve
 

th
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 p
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p
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ra
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ta

ll
y.

C
ha

pt
er

 
JH

 

C
ad

uc
ity

A
rt

ic
le

 1
44

: 
C

ap
ac

it
y 

br
in

gs
 f
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 p
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an E

ngineer, 
as D

irector. 
C

hief E
ngineers In charge 

of the 
T

echnical S
ervices. 

Inspector E
ngineers. A

ssistant 
E

ngineers, 
C

hartographers, 
T

opographers and other 
assistan

t o
fficers.

A
rticle 370; 

T
he headquarters of the D

irection of M
ines 

are
in the city 

of L
a Puz.

A
rticle 371: 

T
he D

irector G
eneral of M

ines has legal, pow
er:

a) 
T

o inform
 the M

inister 
regarding 

m
ining m

atters;.

b) 
T

o study 
and subm

it to the consideration of the M
inistry 

regulations 
and m

easures, 
in accordance w

ith the law
s, 

now
 in force, 

vhich he m
ay 

deem
 convenient.

c) 
T

o m
anage 

and supervise the technical serv
ices.

 d) 
T

o m
ake up and publish the G

eneral M
ining 

C
ensus of the

republic.

e) 
T

o keep in his 
archives 

all the reco
rd

s 
and inform

ation 
related to the 

m
ining industry 

of the country.

f) 
T

o control and direct the "com
 m

issions in charge of draw
 

ing up the m
ining census 

plans 
throughout the country. ""

A
rticle 372: 

T
he T

echnical S
ervices w

ill act under 
the 

su
- - 

pervision of the G
eneral D

irection of M
ines and 

w
ill be 

in 
charge of a C

hief 
E

ngineer. 
E

ach of the 
rem

aining 
engineers 

shall act 
independently 

from
 the others 

m
aintaining relations 

am
ong them

selves only 
w

hen the m
ining 

concessions 
of 

tw
o 

or m
ore 

D
epartm

ents 
are 

affected.

A
rticle_3732 

T
he C

hief 
E

ngineer of the T
echnical 

S
ervice 

Is 

conferred w
ith authority to:

a) 
T

o in
fo

rm
 

the S
uj»crintendent 

of M
ines, 

upon 
req

u
est 

of 
the 

S
itm

c. 
u
t^u

t 
the ad

ju
d

icatio
n

 
of m

inir^; 
conc< h?*lr.nji.

b
;

T
\>

 
:..i'«

O
'X

ifr 
tl- 

- - 
r ;'.:-'  r

th
e

:*
»

V
.c

*

'c) 'T
o
 take care and 

be 
responsible of the draw

ing up 
and 

j 
m

aintenance of cat astral and ex
p
erts' 

plans 
and the peri 

tinent rep
o
rts. 

' 
j

d) 
T

o supervise the personnel under his authority,

A
rticle 

374; 
T

he T
echnical S

ervices 
w

ill operate 
in all 

the 
i 

cities 
in 

w
hich S

uperintendrncies of M
ines 

are 
established. 

]

C
hapter 

V
II 

T
he N

ational C
ouncil of M

ines

A
rticle 375: 

T
he N

ational 
C

ouncil of M
ines 

is 
a 

specialized 
perm

anent 
advisory 

entity, 
dependent 

from
 

the E
xecutive 

P
ow

er, 
w

hich ex
ercises 

its functions together w
ith the M

ia 
istry

 of M
ines 

and constituted 
as follow

s: 
~

Its ex officio P
resident nam

ely, 
the M

inister of M
ines.

A
 rep

resen
tativ

e of the M
inistry of M

ines 
w

ho w
ill 

act 
as V

ice-P
resid

en
t.

A
 representative 

of the M
inistry of F

oreign R
elations.

A
 

rep
resen

tativ
e of the 

P
lanning 

and C
oordination 

S
ec­ 

retary
's office.

A
 rep

resen
tativ

e of the N
ational C

ham
ber of M

ines.

A
 rep

resen
tativ

e of the N
ational A

ssociation of M
iddle- 

size 
M

iners.

A
 rep

resen
tativ

e of the M
ining 

C
orporation of B

olivia. 

. A
 rep

resen
tativ

e 
of B

anco M
inero de B

olivia.
<

A
 rep

resen
tativ

e of the M
ining 

C
ooperative 

organizations.

A
 rep

resen
tativ

e of the S
yndical F

ederation of 
M

ining   
W

orkers.
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of
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he
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at
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T
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T
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co
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in
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T
o 
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in

 m
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ed
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en
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ic
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he
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up
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en
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of
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pu
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he
d 

in
 t

he
 

B
ul

le
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n 
of

 M
in

es
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in

 a
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of

 t
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 n
ew

sp
ap
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s 

kn
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n 
to

 h
av

e 
th

e 
la
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es

t 
ci
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ul

at
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n 
in

 L
a 

Po
z 

or
 i

n 
ne

w
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ap
er

s 
pu

bl
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re
gu

la
rl
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in.

 o
th

er
 d

is
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ic
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re
pu
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T
A

T
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e 
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p
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w
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em
, 

th
e 

S
up
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t 
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 m
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th
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 t
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Appendix (J

Province of British Columbia 

C.-m.-ida

1974 PKOM-I < inns' AVSISIANCI:
(K< pl-ii iuj'. ili..j.!ei it>?, K SHC. J'">0.)

[To be proclaimed In jt»c in eflrct.]

Prospectors' A«"-i«!anre Act

'' "'He- 1. In this Act, unless the context otherwise u-quires,
tanon. ' * '

"director" means the Diiector of Prospectors' Assistance appointed
under section 2; 

"minister" means that member of the Executive Council charged by
Order of the Licntcnant-Govcrnor in Council with the admin­
istration of this Act, and includes a person designated m writ­
ing by the mi isler; 

"piospeclor" means a person other than a coiporation, as defined
in the Companies Act, who holds a valid and subsisting free
miner's certificate under the Mineral Act, and is actively
encaged in piospecting for minerals; 

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

rnmi' slcr sr) all, pursuant to the Public Service Act, appoint 
a Director of Prospectors Assistance, who shall, under the diiection of 
the minister,- administer this Act.

(2) The minister may, subject to the Public Service Act, appoint such 
other officers and employees as may be required to carry out the purposes 
of this Act. 1974, c. 68, s. 2.

Aprii^'ion 3 (]) A prospector mav applv to the director in the form and man-lor I:'int. r l * i r *
ner prescribed by ihe minister for a grant of prospectors assistance under 
this Act.

(2) Under the direction of the minister, the director may, if he is of 
the opinion that the prospector

(a) qualifies under this Act, or the regulations; and 
(/?) has adequate experience, training, ;md understanding of pros­ 

pecting,
grant to the prospector financial a c sict;..ncc in on amount ;:nd subject to 
such tcims and conditions as may be fixed and determined by the director 
in accordance with the ierul.itions. 1974, c. 68, s. 3.

N i1 amJ ""na ^' (*) ^>c ^i rect01 S ^ :| N not gr:ii-it. assistance in nn ann^unt greater, 
in the a-'giegalc, th;-.n four ihou^aiul dollars to any one piospi\tor in ;>ny 
one \ear, unless otherwise authori/ed in wiiting by the minister.

(2) Notwithstanding the piovJMons of subveetion (1 ),  ihe I ieiitenant- 
Cio\emo; in Council may anthoii/c the niinisier to !.;ant additional funds 
for the pinpose of exploring and developing a mineral property. 1974, 
c. 68, s. 4.
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> PKDM'H Kilts' Av.lSIANTE ?.?-23 Pll/.. 2

(Kfjil;..;,,i; (1.,,^1-r 30?, K.SMC. 1%0.)

of'|:'*nf ^- (*) ^ 1C i' j;inl °f a*sisi;tnce under this Act shall be in-ed for the 
pin pose of piospectim 1 and c.xploiing for mineials in the Piovinu' or for 
tiave.Uing and tr.-iining for those purposes under tltc terms and conditions 
determined by the dincior in aceoidance with the iemulations.

(2) The director may n-quiic a piospedor to provide an undertaking, 
in such fonn and manner as the minister may prescribe, that no part of 
the giant of assistance under this Act will be used for a purpose other 
than that prescribed in this Act, the regulations, or the terms and con­ 
ditions dcleimined by the din-dor.

(3) Every person who
(a) refuses or neglects to cairy out an undertaking Jven to the

director under subjection (2); or 
(6) obtains or uses a grant of assistance given under this Act for a

purpose other than that for which it was given 
is guilty of an offence. 1974, c. 68, s. 5.

lf-l °f G' ^ s^a^ ke a term and condition of a grant of assistance under this
Act that the Crown in right of the Province, represented by the minister,

(a) has the right to examine and evaluate any mineral property
prospected or c.xploied by the prospector dm ing the year in
which a grant is paid to him;

( fc) has the fir-st lighMe-pHrcbnse, ]er>*e,' or t-»Ve on option on, any 
»/«**/  mmornl propurty referred to irvclouse (a); ond- 

&',/} (-c) 'hns the first-rigfa <o negotiate an agreement with the prospector

agrccs to-(fovclopor -bring the minc-ia] properties rererred-to in 
(n) ink-j yrt»H»glion. i974,.c. 68.-sr-6r-

foSivcs 10"' f   0) 1^> C I-ieutenant-Govcrnor in Council may, upon the recom­ 
mendation of the minister, establish, equip, maintain, and operate at 
suitable locations thioughout the Province prospectors' training courses 
at Vvhich pio>.pec1ois m.:\- gain kiH'wK-dge and tiaining in prospecting and 
mineral exploration ti ehni^ues. ;;nd obtain such qualifications as may 
entitle them to assistance under this Act.

(2) The minister may ;'UlV>ii/e the dhcctor, in the pioper case, to 
give a giant under this Act to a piosprctor for the purpose of attending a 
training coui'-c on the Mibjict of pio^pi-cling. 1974. c. 68, s. 7.

Rri-u\--itcns. 3_ (j) ]:or \\) C pmposc of Ciiiiying out the provisions of ihis Act 
accoiding to their intent, the l.iunYn.mt Govunor in Council may make 
such regulations and Oideis as arc ancill.uy theielo and not inconsistent 
then with; and evuy regulation shall be tUemed Jo be part of this Act 
and has the fou e of law.

(2) Notvuthsi.uKling Mibv-ction (1), the minister may make such 
rerul.-.lions as lie is authoii/ed Jo make under this Act. 1974, c. 68, s. 8. 
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1974 PKMM'M JOKS' A'MM ASCC CUM-. <;$
(Rtph.tiiii-ilK.piiT 302. k.SHC. T'f.O.)

\rj.u.p«- <) 'j'hc Minister of Finance shall pay, on the inquisition of the min­ 
ister, out of the Consolidated Revenue Fund, or out of the Revenue 
Suiphis Appropriation Account of the Consolidated Rev<. ntic J 7und, or 
paitly out of the Consolidated Revenue Fund and paitly out of the 
Revenue Surplus Appiopriation Account of the Consolidated Revenue 
Fund, sums lequircd for the purposes of this Act out of moneys author- 
i/ed under the Pi ospet tors' Grub-stake Act up to the thirty-first day of 
Maich, IS/75, and thcieaflcr out of moneys authoiiycd by an Act of the 
Legislature to be paid and applied for such purposes. 1974, c. 68, s. 9.

Repeal. 10 The p)0si)cctors' Grub-stake Act is repealed. 1974, c. 68, s. 10.

!?cmtiuncc  * *   ^^ ^1IS ^ ct> c -XCcP lmS tn * s action and the title, comes into 
force on a date to be fixed by ihe JJeutcnant-Governor by his Proclama- 
mation, and he may fix difTeicnt dates for the coming into force of the 
several provisions.

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

Piin'-cd by K. M M»cDos *i n, rainier 10 ihe Q-'it'n's Most r\.-c!!tni M.i,'csty
in ii.-hi o' On- rio\;:ii« o f n;:; ; vh Ccli.:r.hia.
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Certified correct as passed Third Reading on the 3rd day of June, 
1976. E. GEORGE MacMINN, low Clerk.

HON. MINISTER OF MINES AND 
PETROLEUM RESOURCES.

BILL
No. 21] [1976

Prospectors Assistance Amendment Act, 1976

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

S.B.C. 1   Section 6 (b) and (c) of the Prospectors Assistance Act is repealed.
c. 68

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

Primed by K. M. MACDONALO, Printer to the Queen's Most Excellent Majesty
in right of the Province of British Columbia.

1976
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Appendi x it

HKSOUKCK AlKI'OinS IN THK YUKON AM) 
NOlU'MWKSTTKItmiOWKS

INTRODUCTION

The following polic:y governing Resource Airports in the Yukon and 

Northwest Territories was created lo enromnj^ and assist exploration 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 airjorts are listed and described in the 

following pages.

DEFINITIONS

Resource Airports are divided into two categories:

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

ting mineral or other natural resources.

2) PREPRODUCTION AIRPORTS

These are built loassist in the preproduction or early production phases 

of resource exploitation and are constructed to a higher standard than 

Exploratory Airports.

FINANCING & 
COST-SHARING

Cost-sharing agreements may be made between the Government of Canada 

and a natural resource development company, a private tourist or recrea­ 

tional enterprise or an established air carrier.

EXPLORATORY 

AIRPORTS

Federal government assistance is available lo defray fifty per cent of the 

cost of an exploratory airport up to a maximum federal 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.

PREPRODUCriON 

AIRPORTS

Federal 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, a rid then only 

if the work qualifies for assistance under the conditions prescribed in the 

subsequent agreement.
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CONSTklK. DON 

STANDARDS

CONSTRUCTION AND 
MA IN n: NANCE 
RHSI J ONSIBILirif-:S

PROVISION FOR 
PUBLIC USE

APPLICATION FOR 

ASSISTANCE

Both categories of airports art to be built to the stand.uds 

adequate by the Department of Trans(«orl for the ;>ii ports' intended use.

The private company has the resjxjnsibility for construction, maintenance, 

nnd ojx.-ration of the airjiorl in either category.

Airports constructed under this policy are to he available for public use .it 

all reasonable limes. They arc to be built in areas whore the surface rights 
to the land are hold by the federal government. Under cerla in ciiemnsi.t IK <>s, 

landing fees (to help defray aiiport maintenance costs) may be charged by 

the company operating the airport. Approval must be obtained fiorn the 

Department of Indian Affairs and Northern Development before landing ff-es 

ran be charged.

It is the policy of the Department of Indian Affairs and Northern Develop­ 

ment lo negotiate only with e single company or agency in regard to cost- 

sharing for a Resouice Airport. If more than one company or agency is in­ 

volved, it is suggested that they form a single syndicate or agency to 

deal with the Department.

Requests for further information and application forms for Resource Airports 

Construction Assistance should be n.ade to the Diivctor, Development 

Branch, Department of Indian Affairs and Northern Development, 400 Laurier 

Avenue \\est, Ottawa 4, Ontario.

THE QUKFN'S PH1NTKR 
OjTANVA. JS-59

CV.;«]«u,ie No. H2-3C':,8
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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

To j'l.ivltlc n |IIII;M-IIIII fur I In- tll.-nn ri> uf I lit- mint-nil 
StMlcM. Us Ten iiui -if*, unit |nisM-.ssl(nih liy i-m-mn 
niliu'iuls. iiiid fur iilhtT ji'iriMisi's.

72 Stf.t. 700.

M-rv*-* nf Iht I'lilli'il 
IHJ.; r.vjilut ntlcHi fur

He. it enacted by (he Semite ami lluunt of Kfjut-m-ntutlvtH of the 
Vnitfti StntfK of A />« ncu in Cony/exx a\\> iitbh r/, That it is declared 
to l>e the policy of the Congress lo :-.'. imulate exploration for minerals 
within the United States, its Tei i ilories and possessions.

Sixrrios 1. The Secretary of the Inierior is hereby authori/.ed and 
directed, in ordc.r to provide for discovery of additional domestic 
mineral reserves, to establish and maintain a piogram for 1 exploration 
by private industry within the United Stales, its Territories nnd 
possessions for sucn minerals, excluding organic fuels, as he .shall 
from tilne to time designate, and to provide Federal financial assist­ 
ance on n participating basis for that purpose.

SEC. ii. (a) In order to carry out the purposes of Ihis 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 such Federal 
financial participation as he deems in the national interest. Such con­ 
tracts shall contain terms and conditions as the Secretary deems neces­ 
sary and appropriate, including terms and conditions for the repay­ 
ment of the Federal funds made available under any contract together 
with interest thereon, as a royally on the value of the production from 
the area described in the contract. Interest shall be calculated from 
the date of the loan. Such interest shall be at rates which (1) are not 
less than (lie 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 Slates, taking 
into consideration current average yields on outstanding marketable 
obligations of the United States with maturities comparable lo the 
terms of the particular contracts involved aihl ( %2) plus "2 per centum

1 >er iHinum in lieu of recovering the cost of administering tne paiticu- 
ar contracts.

(b) Koyalty payments received under para gt a ph (a ) of this sect ion 
shall be covered into the miscellaneous receipts of the Tieasury.

(c) When in (he opinion uf the Secret a iv an anal\sis and evalua­ 
tion of the results <if (lie exploration piojecl disclose that mineral pro­ 
duction from the area covered by the contract may be possible he 
shall so certify within the time specified in the contract. Upon cer­ 
tification, payment of royalties shall be a charge against juoduction 
for the full period specified in the contract 01 until the obligation has 
been discharged, but in no event shall such royally payments continue 
fora period of more than twenty-five years from ihe dale- of contract. 
When the Secretary determines not (o certify hr shall promptly notify 
the conlruclor. When the Secretary di-cms it necessary and in the 
public interest, he may enter into royalty agreements lo provide for 
royalty payments in Hie same manner as though the project had been 
certified.

(d) No provision of this Act, nor any rule or regulation which may 
be. i>Miiul by the. Sccietary shall be construed lo require any produc­ 
tion from tne area described in the contract.

(e) The Secretary shall establish and promulgate such rules nnd 
regulations as may be mvessary to carry out the pin post's- of ibis Act : 
i'nti'iili'il, Atut'fiv/-, That he may modify and adjust the terms and 
conditions of any contract to reduce the amount and term of iniv 
royally payment when he shall determine that such action is necessary

CAncrals 
txploratl on.

Exploration 
contracts.

Interest 
rates.

Royalty 
j-a>ii,s.r,ts.

C.rUfioatlon.

frr tnts.

Adjustment 
of contract,
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Pub. I.aw 85-701 
72 SUt. 701.

-2- Augubt 21, 1958

"Exploration.

and in tho public interest: I'rov'uli-d furfht'i^ That no such single 
contract shall uuthorizc Government participation in excels of $2~>0,- 
GO).

(f} No funds shall be made, available, under this Act unless tlio 
ttpphoant shall furnish evidence, that funds from commercial sources 
are unuvaihibK'. on reasonable terms.

SK<:. il. As used in thii Act, the term "exploration" moans the. search 
for ne.w or unexplored dono.-iits of minerals, including related develop­ 
ment work, within the. United States, its Territories and possessions, 
whether conducted from the surface or underground, using recognized 
and sound procedures including slund.ird geophysical nnd geochemi- 
cal methods for obtaining rnineralogical and geological information. 

Advisory services. SKU. 4. Departments tind (igcnoies of the Government are hereby 
authoii/ed to udviso and us.V^t the Secretary of the Interior, upon 
his reouvst, in carrying out the provisions of this Act and may ex­ 
pend tneir funds for such purposes, with or without reimbursement, 
in accordance with such agreements as <n:iy be necessary.

SKC. 5. The Secretary of the Interior is authorized and directed 
to present to tho Congress, through the President, on March 1 and 
September 1 of each year, a report containing a review and evaluation 
of the operations of the programs authorized in this Act, together 
with his recommendations regarding the need for the continuation 
of the programs and such amendments to this Act as he deems to 
bo desirable.

SKC. G. Then-, are hereby authorized to be appropriated, from any 
funds in the Treasury not otherwise appropriated, such sums us may 
be necessary to carry out the provisions of tnis Act.
Approved August 21, 1958.

Reports to 
Congress and 
President.

Appropriation.
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Tiri«30   MINERAL RESOURCES
CKopfer II G*olo?icd Survey. 

Deportment at H>« Intarior

PART 229-REGULATIONS FOR OtV
TAtNiNG FED:;*AL ASSISTANCE IN
FINANCING CXPIORATIONS FOR 
MINERAL RESERVES, EXCLUDING

ORGANIC FUELS, IN THE UNITTD 
STATES, ITS TERRITORIES AND PCS- 
SESSIONS

Theeo regulations ore reproduced from the follow­ 
ing federal tegitter docwmentti 

P.I. Do«. 65-2294; Filed, Mar. 4. I965j 
6,46 o.m.]

(P.R. Dec. 60-7220, Filed, June 30, 19A4j 
6i44 o.m.J

(M. Doc. 67-10624, Filed. Sept. 11. 1967|
6:46 a.m.) 

OGNUAL MOVISIOHS 

Sec
«».! Purpose.
129.3 OefwtitieM.
229.} tliatole minerals w mlnerel p**d««cto.
229.4 Operator's property rlghH. 

AMIICATIONS

229.5 P«TM *»4 fUi«fl. 
229.4 MermeWen required. 
229.7 Criterlo. 
229.4 Approve).

imCxUTlOW COfltACTS 

229.9 Government participation. 
J29.10 Allowed twH.
229.11 Repayment by me eoeroier.
229.12 tntewt 6*1 amount of Government perticipatio*.

229.13 limhotloit an the emovnt ef Government parti­ 

cipation.

229.14 Government not obligated to bvy.

229.15 Tirle to and dit>e»nSo«i of property.

AUTHOUTYi TKe provisions el mis Perl 229 iseved under 

 ec 2(*), 72 SM. TOO; 30 U.S.C. «42<e).

GENERAL PROVISIONS

229.1 Pur^oee.

The regulations in this port govern lh« obtaining 

of Federal finenciol assistance in conducting ex­ 

ploration for mineral reserves, excluding organic 

fuels, in the United States, its territories or potsev 

tioni.

229.2 Definitions. 

As used in this part:

(a) "Exploration" meant the search, including 

related dovolopment work, for new or unexplored 

mineral deposits within o specifiod oroa or parcel 

of ground where geologic conditions fovar their 

Occurrence. Exploration using recognixed and 

tovnd procedures, including standard geophysical 

ond fioochemicol methods, may be conducted from 

fh* surface or underground la obtain porlinent 

g*oi*0icol and minoralogicol information. The wcxk 

thai! not go beyond o reasonable delineation end 

sampling of a mineral depetit, and shall not b« 

Conducted primarily for mining or preparation for 

mining.

(b) "Operator" meant on individual partner- 

ihlp, corporation, or other legal entity thai is party 

to on exploration contract with the Government.

(c) "Secretary" meant the Secretory ef tfce 

Interior, or hit authorised representative.

(d) "Government" ard "federal" meant rhe 

United State* of America.

(e) "Commercial sources" unions bofvkUQ mitl- 

Of other private tevrcel ef credit.

229.3 Eligible minerals or mineral product*.

(o) The following ore eligible for Government 

finon<iol owitlance of 50 percent of the allowable 

COttt of explorationi 

A*beMo«. Kyofiite (irrotegic). 

4«uxite. Manganese. 

Beryllium. Mica (strategic). 

Codmigm. Molybdenum. 

Otromrtv. Monazite. 

Coboh. Nickel. 

Columbiwm. Qwartz CrysKjl (pie- 

Copper, xoelectric). 

Corundum. Rare Earthi. 

Diamond (iodut- Selenium.

trial). Svlphur. 

Muonpor. Tolc (block steatite). 

Graphite (crucible Tellurium.

flake). Thorium. 

Iron Or*. Uranium.

(b) The following ore eligible for Government 

fmoitciol assistance of 75 percent of the allowable 

cost* of exploration: 

Antimony. Rutile. 

Wsmvth. Silver. 

Gold. Tantalum. 

Mercury. Tin. 

Platinum Group

Metal*.

(c) Combinations of the minerals or mineral 

products named in paragraphs (a) ond (b) of this 

lection may b* eligible fer Government financial 

assistance of 62.5 percent of the allowable costs 

of exploration.

229.4 Operator's property right*.

The operator mvst have ond preserve the right 

to possession of the land (as ownor, lessee, or 

othorwite) far a farm or l»ost sufficient to complete 

the explorotion work. (Seo 229.1 )(f) regarding 

repayment.) The operator sKoll devote the land and 

all existing improvements, facilities, buildings, in­ 

stallations, ond appurtenances necessary lo the 

purposes of the explorotion.

APPLICATIONS

229.5 Form and filing.

An application for Federal financial ossislonce 

must be submitted in duplicate on forms which may 

be obtained from and filed with eitheri

Offic* of A\m»roli Eiplorolion

Geological Survey.

Department of ttt« Infanix,

Wathinpon, O.C. 2034 J

or field Officers, Office of Minerals Exploration, 

Geeloglcol Survey. TKa rpgioni which they serve 

and their Post Office odric»«i«i ore as followsi

legion I: IciaKo, MoMono. Ortpon, and WoiKlngion   

doom 656. W,»t 930 Ki*«ft^e Av*nu», Spokone, WatK- 

(r>e*on 9t20l

legion II. Aloiko. Colitotnia, Hawaii, and Nivatta   

twilling 2, 34) Middletield Rood, Menle Park, California 

94035.

tegion Illi Aruona, Coloiodo, Kantoi. Nebrutka, Mew 

Mexico, Norlfc f>oke*o. Oklohemo. Sowih Dakota, tenoi. 

Uloh, ond Wyommo ftu.M.na 2}, f«eH*iiO%**<, Denver, 

Celerodo «02J>.

legion IVi Alaboma, Arkaniat, Conner«i(ur. Oelnwtre 

flofKia, Georgia, Illinoii. Indiana. Iowa. Kentucky, tjtm.orm. 

Maine, Maryland, MonacKuietli, M.chigan, Minnetola, 

Missittippi, Miliouri, New Hanvpihire, New Je'iey. New 

Yeffc, NartK Carolina, Ohio, f enntylvonia. Rhode Itland. 

SowA Carolina, Ttnn*«»«e, Vermont. Virgmie, Wen V,-o,o»a. 

end WiKonun   loom I I, foil CHt.ce 

37902.

229.6 Information required.

(a) Each application shaft fully describe tK* 

proposed exploration, and shall include all dcto:l*d 

data colled for by (he application form. The 5c<- 

rotary may require the filing of additional infor­ 

mation, including financial stat«ments, reports, 

mops, or char);, and exhibits ond such physical 

On -site examinations at he deems necessary.

(b) The application must include evidence tho* 

funds for the exploration work aro unavailable on 

reasonable terms from commercial sources. The 

evidence shall include information as to the com­ 

mercial sources to which applications were made, 

the omounts requested, and the reasons why loans 

were not obtained.

(c) The application must include a certification 

^y the applicant that he would not normally under­ 

take the exploration at his solo expense under 

current conditions or circumstances.

229.7 Criteria.

The following factors will be considered and 
weighed in passing upon applications:

(o) The geologic probability of a significant

discovery being made.

(b) The estimated cost of the exploration in 

relation to the size ond grade of the potential

(c) The plon ond method of conducting the 

exploration.
(d) The accessibility of the progact area.

(e) The background and operating experience 

of the applicant.

(f) The applicant's tit 1 * or right to possession of 

the pr*«*fty.

229.8 Approval.

If the Opplicotion is approved, th» Government 

may enter into on exploration conlrod will, rhe 

opplicont upon terms ond conditions which the Sec­ 

retary deems noceisary ond appropriate os tet torch 

in the contract form furnished by lt>e Government. 

EXPLORATION CONTRACTS

229.9 Government participation.

The Government will contribute not more then 

the percent of the total allowable coils of exploro-- 

lion which is specified in each erploration project 

contract. The percent specified in coch contract 

will depend upon the minerals or mineral products 

sought ond the Government contribution provided 

by 229.3 ot the time the contract is made. 

229.10 Allowable costs.

(o) The Government, lo the extent provided in 

the exploration contract, will contribute tot
(1) The necessary, reasonable, and direcl ocluol 

costs of performing the exploration, including i) e 

COfts of i labor, supervision, and outsiJe consultant'



operotmrj mol'nali. *uppl>et, ond equipment, initial 

rehabilitation or mfvi.r of existing buildings, inital- 

lohons, fmtures. or>d operating equipment, con- 

ttruction of bmldingt, fixed improvements, and in- 

tlol'otiont; repair* and maintenance of ope.ronn9 

equipment, analytical work, accounting, payroll 

ond tulei tones, and employers' liability or em- 

pl<'yr;\° toir.p«)rij,ition insurance; payments by rhe 

opeiutor to ind»p<i r« Jnnt contractor*; ond such other 

necessary, reasonable, aid direct actual costs os 

mo/ be approved by the Government in the cowrie 

of work; ond

(2) The fixed unit costt agreed upon by tha 

operator and the Government in terms of units of 

work la be performed (per foot of drifting, per foot 

of drilling, otc.) in lieu of octuol costs.

(b) The Government will not contribute to costs 

incurred before the dots of the contract, or to cotls 

of or incident to:

(1) Acquiring, owning or possessing land with 

ony existing improvements, facilities, buildings, in­ 

stallations, ond appurtenances, or the depreciation 

ond depletion thereof;

(2) General overhead, corporate management, 

interest ond taxes (other than payroll ond sole* 

taxes);

(3) Insurance (other than employer*' liability or 

employees' compensation insurance); ond

(4 i Damages to persons or property (other than 

authorized repair to or replacement of equipment 

or o'i-er property used in the work). 

229.1 1 Repayment by the operator.

(a) If me Secretory considers that os a result of 

the explo'otion, mineral or metol production from 

the area covered by the contract may be possible, 

he shall so certify in writing to the operator within 

the time specified in the contract.

(b) When the Secretary determines not to certify, 

he sholl promptly so notify the operotor provided 

the operator has completed oil obligations under 

rite contract.

(c) The operotor shall pay the Government a 

royally an oil minerals or metals produced from the 

io-nd described in the contract ond ony other royalty 

at may be provided therein:

(1) Irrespective of ony certification of possible 

production from the dole of the contract to the 

dole of nohce that certification will not be mode, 

or until the totol amount contributed by the Govern­ 

ment v/ith interest is fully repaid, whichever occurs 

first; or

(?) Iricspoctive of ony certification of possible 

production   if the Secretoiy, deeming it necesioiy 

onJ i«\ trio public interest, enters into on agreement 

to pic-vidc for royalty payments.

(3} If a certification of ponible production is 

issued< for o period of ten years (or other peiiod 

fin.-if J.y lh«- controct not exceeding 75 yeort) from 

tin .(alt of ll>« (oniroct, or until the total amount 

cor >btflfJ by the Government, with interest, is fully 

tff i«l, » hichever occurs frril.

(d) The Government'* royulry tr.all be 5 percent 

of the "gross proceeds" (inducing ony bonus**, 

premiums, allowances, or t>:her benefits) from live 

production sold, in Hie form *old (ore, concentrate, 

metal, or equivalent) ot th- point of delivery (the 

f.o.b. point) except, thot chiryet of the buyer (not 

the operator or producer) arising in tho regular 

course of hit business, ond shown on the buyer's 

settlement sheets as deductions Much as treatment 

processes performed by the buyer, sampling and 

assaying to determine Ihe value of the production 

»old, ond freight payable by the tuy*r to o carrier 

(not the operotor or producer)) shall b« allowed as 

deductions in arriving ot the "gross proceeds" os 

that term if used in this section. No costs of the 

operotor or produce' are deductible in arriving ot 

the "gross proceeds" os that term is used in this 

lection. The term "treatment processes" os used 

in this paragraph means those processes (su:h os 

milling, concentrating, smelting, refining, or equiv­ 

alent) applied to the cruds ore or other production 

after it is extracted from the ground to put it into 

a commercially marketable form, excluding fabri­ 

cating or manufacturing.

(e) If ony production (ore, concentrate, metal, or 

equivalent) remain* unsold or is not used by the 

operator or producer i.t int«grcled manufacturing 

or fabricating operations (for instance, if it is stock­ 

piled} after the lapse of rx mor.ihs from the date 

it is extracted from Iht- ground, tSe Government, ot 

its option, moy require tSe c<-ri-,,! vion ond pay­ 

ment of its royalty on 'he vcluv or svch production 

in the form (ore, coicentra-'e, metal, or equivalent) 

it is in ol the time th« Government olicli to exercise 

its option. If ony production is used by me operctor 

or producer in integrand manufacturing or fabri­ 

cating operations, the Government's royalty on such 

production shall be computed on the "value" thereof 

in the form in which ond ot the tinrj when it is used. 

"Value" as used in this section meons what is or 

would be gross income fiom mining operations for 

percentage depletion purposes in federal income 

tox doterminotion, or the morket value, whichever 

is greater.

(f) ()) To secure the payment of the Govern­ 

ment's royalty, the conlrcrt tnoil provide for o lien 

upon the operator's inleiojl in tho land, upon ony 

production from the lone', ond upon ony interests 

in the land other than the operator t interest. Haw- 

ever, the Secretary moy occopt the vn^*''okinrj of 

o surety company or thud ptrton in lieu of o lien 

upon interests in the land other (Son the operators 

interest. In circumstances wh*-ie the Secretory 

deems it to be in the pi,UI<c interest, the require­ 

ment for o lien or other undertaking concerning 

interests in land, other than th« lien upon the 

operolor'l inteiest, moy be omitted from the 

Controct.

(2) If the operator is not the producer (for 

example, if the operotoi trontfn'i or does nut rvloin 

his interest in production or in the lan«i), tfx> operator 

shall remain liable for the payment of the Govern­ 

ment'* royalty.

(o) ". '" any particular cose, the Secretary find* 

that it would be more economical or practicable 

lo compute the Government's royalty upon some 

boii* other than "gross proceeds" or "value", o* 

this* term* are used in thil section, ot upon the 

production in some form otr-or thun that in which 

it is »old, hold, or wSftd in integrated operation!, 

ho moy aa'ee with the operator, cither in the original 

exploration centred or by on amendment thereof, 

upon some othor basis of computation.

(h) Nothing in this port sholi be construed at 

Imposing ony obligation on the operator to er,$ogi 

in ony mining or production operations.

(i) The Secretory moy modify ond adjust I He 

term* ond condition* of any contract to reduce tho 

amount and terms of ony royalty payment when he, 

sholl determine that such action is necessary ond 

in the public interest.

229.12 Interest on amount of G*vernr»»*n«

participation.

(o) Simple interest is calculated from the fiat 

doy of the month following the dates Fsdorol fcrv£s 

ore niode ovoi'oble until the period specified for 

royolty poyments expires or until the omount of 

Foriorol funds contributed, including interest, is ful'y 

repaid, whichever occur} first.

(b) The rote of interest sholl be fixed by the 

Secretory ol not less than the rate the Deportment 

of Ihe Interior would be required to pay if I* bor­ 

rowed from the Treasury, plus o two percar.t interest 

chorge in lieu of the octuoi cost to the Government 

of odminislering the contract.

(c) Paragraphs (o) and (b)vof this section sholl 

not bs construed to increase Ihe rate of royalty 

or to extend the poirod for which lh« royolty is pay­ 

able as set forth in 229.1 1.

229.13 Limitation on the amount of Government

participation.

No single contract shall authorize Government 

participation in excess of $250,000. 

229.IX Government not obligated to buy.

Nothing in thil port or in ony contract entered 

into pursuant to this port snail be conjt'v/ed os 

imposing ony obligation on the Government la pur- 

chosa any mo'erials ninod or produced from lh« 

larvj which is Ihe subject of such contract. 

229.15 Title to ond disposition of prapo'ty.

Facilities, buildings, fixturoi, equipment, or other 

items or gioups of items (such os pipe, rail, stetl, 

etc.), costing mote than $50 00 each, poid for 01 

purchased with funds contributed jointly by Ihe 

operator and the Government, although title may 

b« token in the name of the operator, shall belong 

to the operator and the Government jointly, in 

propoilicn to their respective contributions to the 

extant set forth in the cunlracl. The exploration 

conhoci shnll make suitable provision! alto far their 

dispotul for the joint account of the operator ond 

the Government.

IN T : .» t - t i
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Diamond Drilling

___ holes, average depth 
of feet per shift ___, __ 
Time required ____ months,

1. Independent Contracts

Mobilization and demobilization

__, total depth 
shifts per day,

Diamond drilling __
ft., 0 to
at $ ___ /ft.

___ ft.. ___ to __
at $ /ft.
ft., to
at $ Jft. ~

core
ft., at

___ ft.,

___ ft.,

Estimated number 
days per month.

ft. reaming and casing
at $___/ft. 

hrs. cementing and redrilling
at $___/hr.

hrs. surveying at $ /hr. 
hrs. standby time at $ /hr.

2. Labor and Supervision

___ drillers at $___/shift
times shifts 

___ helper? at $____/shift
times shifts

At feet of drilling /ft,
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5. Operating Materials and Supplies

At ___ feet of drilling $ /ft, 

. Operating Equipment

Allowed 
Owned by Applicant Value Deprec,/mo.

At ___ months drilling $

Less
To Be Purchased Cost No Salvage

$ *
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3.
Monthly

To Be Rented Rental

*

$
At ___ mos. $

Divide by feet of drilling____ $ /ft.

5 and 6.     None

7. Miscellaneous

___ wooden-cardboard core boxes
at $____/ea « $ 

Geologist (vhat part) mo. 
at $ " /mo.

Assays
___ determinations for

at $___ ea. 
___ determinations for

at $_____ ea.
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Level or Diamond Drill Station

Hoist station
___ ft. long x ___ ft. vide 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 ___ ft. vide x ___ ft. high « _____ cu. ft.

Total cu. ft.

Estimated time required to cut station, etc., and install timber, 
___ shifts, or ___ mos.

1. Independent Contracts

2. Labor and Supervision

miners at $___/shift x ___ shifts $ 
he Iper-trammer at $___/shift x ___ 

shifts

Total

FICA and other insurance ___$
Total Labor and Supervision f
At ___ cu. ft. $ /cu .ft,

5. Operating Materials and Supplies

b.f» timber at $___/M $ 
Plus ___% for wedges, blocks, etc. 
___ Ibs. powder at $___/lb. 
___ caps (if electric ___ to ___

delay) at ___ ea.
____ gal. diesel fuel at $____/gal. 
Oil and grease _____$ of fuel

$ 

At cu. ft. $ /cu.ft
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Operating Equipment

Owned by Applicant Value
Monthly allowed 
deprec. at 1/60

To Be Purchased

Total times months 

Cost

$

To Be Rented
Monthly 
Rental

$

Total times months

Total cost Operating Equipment 
at cu. ft. $ /cu.ft.

5 and 6. None
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Timbering

Estimated ___% of drift vill require timber. ___ feet of timber 
vill require ___ standard drift sets. One shift vill stand, block, 
and lag ___ sets, or ___ feet. Time required, ___ shifts. At 
___ shifts per month, total time required ___ months.

1. Independent Contracts

___ ft. at $___/ft. $

2. Labor and Supervision

____ miners at $___/shift $ * 
___ helper-trammer at $___/shift

*
PICA and other insurance at ___%

$

At ___ feet per shift $ /ft. 

5. Operating Materials and Supplies

posts,     » x

caps,
" X

11 x

" X

___ collar braces, 
n x n x

___ lagging, 
___ « x

Plus jo for

_" X ___

At 4

blocks ,

  « B f

  = b.f.

  - b.f.

  - b.f.
b.f.

L_/M b « f - $
wedges, etc, $

/ft.

161



Operating Equipment

Present Allowed Monthly 
Owned by Applicant Fair Value Deprec. at 1/60

At ___ months $

Less 
To Be Purchased Cost No Salvage

$ *

Monthly 
To Be Rented Rental

*

At months

Total cost of operating equipment $

At __ feet of timber $ /ft.

162



_____ ft., _____« X _____

___ ft. per shift. __ 
___ months required.

1. Independent Contracts

Drifting

clear of timber, 
rock section, 
shifts per day, 
holes per ^^

Estimated rate of advance

___ days per month, 
-ft. round.

2. Labor and Supervision (per shift)

miners at $ /shift
1 helper-trammer operator at

$_____/shift 
1 hoistman, (what part) shift

at $ /shift »

1 engineer-supervisor, (vhat 
part) mo. at $_____/mo. «

PICA and other insurance ___% 
Total cost/shift

At feet/shift

3. Operating Materials and Supplies (per

___ Ibs. powder at $___/100 Ibs. $ 
___ caps (if electric, ___ to ___ 

delay) at $___ ea.
     ft. fuse at $ ./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 $ /gal*

oil and grease % of fuel 
___ ft. ___"in « vent line at

$ /ft. (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    163

-foot round)
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Steel, 1 replaced/500 ft. at $___ ea.,
___ ft./round 

Bite, 500 ft./bit at $___  -ft.
round 

Repair parts, $___/round

Total cost per 

Operating Equipment

_-ft. round $ or $ /ft.

Present fair Allowable Monthly 
Owned "by Applicant Market Value Depreciation 1/60

To Be Purchased

For

Cost

mos.

r

Less
No Salvage

*

To Be Rented
Monthly 
Rental

At mos.
Total cost of Operating Equipment 
Divide by ___ feet of drive
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5. Rehabilitation and Repairs

*

$
6. Nev Buildings

*
7. Miscellaneous

assay determinations for
at $___ ea. $ 
___ assay determinations for _____
at $___^ ea,

1 accountant ___(vhat part) mo. 
at $___/mo.

ft. long-hole drilling 
at $ /ft. __________

$ /ft,

(Sum of 2 through ^ is unit cost for drifting.)
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M4E Form 50 UNITED STATES OF AMERICA 
July 1965 DETARTHEWT OF TUB INTERIOR

U. S. GEOLOGICAL SURVEY

BXPJ0RATION CONTRACT 
(Long farm}

Docket No. Commodity Contract Ko. County State 

OME

It Is agreed March 1, 1972 f between the United States of America, acting through the
(Date) 

Department of the Interior, U. S. Geological Survey, hereinafter called the "Government," and

vhose mailing address is______ __________________________________________,' 
hereinafter called the "Operator," as follows:

ARTICLE 1. Authority and aeopet--(a) This contract entered into under the authority of Public 
lav 701, 85th Cong., ad sees. (72 Stat. 700; 30 U.S.C. § 6*tl - 6^6), consists of this form, the 
attached Annex I (land description), Exhibit A (work and costs), and the naps and documents listed. 
The vork is a search for nev or unexplored deposits of the commodity designated above. The Operator

shall begin the vork on or before April 30« 1972 ^ and, subject to the provisions of Article 9
(Date)

and Exhibit A, shall either have completed the vork 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 allowable cost of the vork set forth in Exhibit A is $28,200.00 . <$# Govern-75           

ment will contribute ^percent of the allowable costs as they are incurred, in a total sum not in

excess of $ 21»150.00in accordance with the provisions of Articles 3, b, 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 ffig percent shall 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 right or obligation there­ 
under without the written consent of the Government.

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 nature of the Operator'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:

ANNEX T_____________________________________________________________

(b) The Subordination Agreement of the holder of any claim, lien, or encumbrance listed above and 
(if the Operator does not hold the legal title) the lien agreement of any holder of the legal title of 
the land (lessor, seller, optlonor, etc.) are attached as follows:

ANNEX I__________________________________________________________
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(~) Th'.- Operator shall piv -:-.crve ami i.alut-'iiu ML; ri,;h l , title, or inter'.-.';!, in th^ .l-in-J -vi.'i hir. 
rijj;ht. to the joasectnon thcyo;' i'or the i.ur, wc. of thiu contract, as.fl shuJl <l<-vuV UK- .lani -us! :] 1 
  :xi:;ti.v: improvements, fa^ilititv., l>uil<!i:i'."., inr.t.al Inl.ioi.:;, un«! apf<urtcti?in'"-r; to the purpose.; c.f <hl« 
contract. The Oi*;mtor shall neither tmiml'cr, convey, nor surrender the 3unu nor any ri ; '.ht, '. it.le, 
or interest therein, nor ponait nor suffer any claim, lien, or eneuiiihranr'C thereon, without express'. ;  
referric; to and providing in th   iustrnvi'-nt c»i' conv.-.-i.!.  >. , iicn, or encur.ibrunve for the pro.v rv.-j.ii »>: . 
of the Government's ri^ht to u royalty on production ana licny for the payment thereof. Two tr-ie 
copies of su-jh instrument sh;:l! be furnished to the Gov o rnrr.cn t. If the Govorrir::cnt'o rights to royalty 
as provided in Article 7 have been ten.-JLnatecl, the provisions of this paragraph (c) shall beco; .c it.- 
applicable.

ARTICLE 3. ferfonr-ance of the vork.  (a) Operator's responsibility.--The work shall be per­ 
formed diligently, efficiently, iu u workmanlike manner in accordance with good mining standards, and 
in compliance with State laws governing health, safety, and liability insurance .-overing employment. 
Tho Operator shall provide suitable and adequate equipment, facilities, inateria^c, supplies, and labor 
to complete the work as specified in Article l(a).

(b) Independent contracts. To the extent that the allowable costs are estimated in Exhibit A 
with exp: 3ss reference to performance by independent contractors on a unit-price basis (such c.3 per 
foot of drilling per foot of drifting, per hour of bulldozer operations), the work nxiy be so per­ 
formed (see Article 6(a), Category (1)). Any such independent contract shall refer to some specific 
and identifiable part of the work, and shall be subject to all of the pertinent terns and conditions 
of this exploration contract; but the Government shall not be considered a party thereto, and its 
rights under this contract, including the right to terminate its contributions, shall not be affected 
thereby. 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 nay 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 U, 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 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 contractors and suppliers rather than to the 
Operator.

ARTICLE 5. Reports, accounts, audits. (a) Operator's records. The Operator shall keep suitable 
records and accounts of the work performed and of any production in which the Governr.ent may have an 
interest; and shall preserve those with respect to work performed for at least three years after final 
payment by the Government, and those with respect to production for at least three years after any 
obligation to pay royalties to the Government has terminated. The Government i.ay 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 representative, until the expiration of said three- 
year periods, shall have access to and the right to exa.ij.ne 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, supplies, equipt.-.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 basis and by methods and accounts that are satisfactory 
to and approved by the Government.

(b) Monthly 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) a narrative report of the work performed during the reporting period, including adequate 

engineering-geological maps or sketches, drill holt; lo-s an.i locations, ai.d assay reports on 
samples taken concurrently with advance in mineralized ground.

(Forr.;- for reporting under (l) and (f?) above will be provided by the Govt-rraiont; however, t.lu* ori/.iu.l < 
the Operator's Monthly Voucher shall be supported by dofuiiu.-nU.iry evidence, siu:h as certified t-upi^u or 
transcripts of payrolls and invoices, for all costs claimed under Article 6 (a) (1).)

2
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(.'.-) FJmil report.--Ujxan completion of the work or termination of the Gov'.-rru.iont' s obligation to 
contribute to rronty, the Oi>crator nltxll furnish the Gov-nu./.'nt with throe COIUOL; of a final report (in 
addition to the final monthly report). Thin final report cnall include a rjcolo',i'--al art'J engineering 
evaluation of the results of tho work performed under the contra/.-t with an eutiwiU: of tho ore re-serves 
resulting from such work, complete assay data, adequate geolocical and ervjinoering inaps or sketches, 
an-1 a Gurii.-Ary of the work performed and the related costs.

('J) R-: . ;>ort of Bales. - -The Operator shall provide the Government with suitable accounting and 
docur.cntary evidence covering all production to which the Government's royalty relates, such as two 
copic-s of smelter or concentrator settlement sheets and certified accounts of production and sale or 
other disposition of production.

(e) Compliance 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 fails to make them, the 
Government say procure the preparation or completion of the same with suitable attachments as an ex­ 
pense of the work to which the Operator shall contribute. The Government may withhold approval and 
payment of any vouchers relating to insufficient or incomplete reports, records, or accounts.

ARTICLE 6. Costs. (a) Allowable costs. The allowable costs of the work to whiMh the Government 
will contribute are limited to:

(1) the necessary, reasonable, and direct actual costs that are estimated in Exhibit A by 
categories as 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 Exhibit A.

The Government will not contribute to costs under any category or subcategory omitted from 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 subcategory or element thereof not designated as a maximum in this article, or in 
ichibit A may be exceeded, provided that the total allowable cost of the work, which is a maximum, is 
not exceeded*

CATEGORY (l) INDEPENDENT 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 maximums.

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 
maximums.

Subcategory (b) labor.

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

CATEGORY (U) OPERATING EQUIPMENT.
Subcategory (a) Rental. The number of each rented item [& mine cars, 1 truck/, the rate of 

rental £§100 per month, $5 per hour/, and the total of this subcategory are maximums.
Subcategory (b) Purchases. The total of this subcategory is a maximum.
Subcategory (c"j Depreciation. All elements of this subcategory (time periods, rate of depre­ 

ciation, and subcategory total) are maxjjnuras.

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 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.

Subcategory (a) Initial rehabilitation and repairs of existing buildings, fixtures, and in­ 
stallations (exclusive of mine workings).--The total of this subcate£Ory is a laaximum.        
     gubcatepory (b)   Initial rehabilitation and repairs of operating equipment. The total of this 
subcategory is a maxiir.uin.

CATEGORY (6) NEW BUILDIKGS, FIXTURES, AND INSTALLATIONS (EXCLUSIVE OF MINE WORKINGS) . Costs of 
items listed under this category include all requirements, such as labor, materials and supplies, and 
supervision at a rate not higher Uuxn provided for in Category (2), and shall not be duplicated under 
any othor category. The total of this category is a maximum.
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CATEGORY (?) MISCEIIAKEOUS. Includes requirements and coots that do not fall within any of tho 
first six '-ategories, such as repairs other than initial and maintenance of operating equipment, analyti­ 
cal work, prints and other reproductions, accounting, Operator's store of payroll taxes, liability in­ 
surance covering employment, travel, and communications.

(b) Konallowable costs.--In addition to the limitations imposed by paragraph (a) of this Article 6 
the Government will not contribute to the following coots:

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

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

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

ment, installment-purchase agreement, or any agreement for the purchase of goods under the 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 prosecuting the work 
(as by salvage or sale of materials or equipment, furnishing of room or board, furnishing of power or 
services to third persons, rebates or discounts on purchases, etc.), in the same ratio in which the 
Government contributes to costs; and such amounts &hall be treated as a 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.  

ARTICLE 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 as 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) if 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) teyment of royalty. (l) 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 regular course of business and shown as deductions on the 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 payable by the buyer 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 ii 
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 01 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.
(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, at its 
option, as long as it so remains, 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 elfcts 
to require computation and payment. If any production is used in integrated manufacturing or fabricating 
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 so used. "Value" as he.e used 
means what is or would be gross income from mining operations for percentage depletion purposes in Ftederal 
income tax determination or the market value, whichever is greater.
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(e) IJen for payment. To secure the payment of royalty (sec Article 7(b)), the Operator 
hereby gran',s to the Goverrjnent a lien upon his Interest in the land end upon any production of 
minerals and metals therefrom until the royalty claim is extinguished by lapse of time or Is fully 
paid.

(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 Government with copies of the settlement 
sheets.. If the records of any production and sales or other disposition of production, vhether 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 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.

(b) 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.

ARTICLE 8, Interests in purchased property. (a) Title and ownership. All costs under this con­ 
tract shall be incurred by the Operator in the Operator's own name and for the Operator's own account; 
but any property acquired to the cost of which the Government contributes shall belong to the Operator 
and the Government Jointly in proportion to their respective contributions although title thereto 
shall be token in the name of the Operator.

(b) Preservation of property.--Until the final disposal of any property in which the Government 
has an interest, the Operator shall preserve and protect same for the best interest of the Government/ 
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 when 
such property is not being used for the work, the Operator shall not use it elsewhere without the 
written 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 completion 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 promptly dispose of salable or salvageable property in which the Government has an interest 
for the joint account of the Government and the Operator, ei'ther 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 sell 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 coat 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 needed for the work, the Operator has failed to sell or otherwise liquidate or dispose of any 
property in which, the Government has an interest, the Government, at any time prior to final settle­ 
ment under the contract, may:

(1) in writing extend the time within which the Operator must dispose of or liquidate the 
property;

(2) by written notice 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 ^Q-d&y 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 failed 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 contribute 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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(b) If the Govcn.mcr.t dotennirs^c that the Oji- rat.or is in default under the t'-riaS of the contract, 
thr; Governs, .nt /f*iy (jive the Operator written notice oi' such default with a Gpecificu.tio:i oi' r-.a^oiaule 
time withiii whi'ih the default mast be cured; and if tho Operator fails to euro oueh default an re­ 
quired, thereupon:

(1) the Government shall bo relieved of a]; obligation to contribute to costs not incunvd 
wh-.-n the notice was given, other than such ns nay bo allovuble by the provi.-iiotis of the contrut 
as necessary and incidental to final accounting and reporting; and

(2) the Operator shall be free of all obligation to prosecute the work oth^r than such as 
may be necessary and incidental to final accounting and reporting.

The Government rray also avail itself of any other remedy the law may provide for breach of contract, 
Including the right to rescind the contract and to deniand repayment of all moneys 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 
affect the Govera^ent'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 Government may be delivered to the Operator, or ir&y be 
sent by certified mail addressed to the Operator at his mailing address stated in this contract. If 
mailed, notices are deemed to have been delivered five days after the date of mailing.

ARTICLE 11. Officials not to benefit. No member of or delegate to Congress or resident commis­ 
sioner shall be admitted to any share or part of this contract or to any benefit that may arise 
therefrom; but this provision shall not be construed to extend to this contract if made with a corp,- 
oration for its general benefit.

ARTICLE 12. Nondlscriroination in Employment. The provisions respecting nondiscrimination in 
employment 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. 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. Geological Survey, .shall be final and conclusive unless, within 30 days from the date of 
receipt of such copy, the Operator 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 law 87-581, 76 Stat. 357-360) and 
is not covered by the Walsh-Healey Public Contracts Act (4l U.S.C. 35-*+5), is subject to the following 
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 nay require or involve the employment of laborers or mechanics shall 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 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 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 employee 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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liquidated daraager,. Guch liquidated daoages shall be computed, vith respect to each individual lab­ 
orer or r,v;ch*ertic employed in violation of the clause cot forth in subparagraph (ft) of this paragraph, 
in th*. cum of $10 for each calendar day on which such employee was required or permitted to work in 
exr»;nr> of eight hours or in excess of the standard workweek of forty hours without payment of the over­ 
time wages required by the clause set forth in subparagraph (a) of this paragraph.

(c) Withholding for unpaid 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 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. labor applicable to contractors and subcontractors (29 CFR, Part 3)> made pursuant to the Copeland 
Act, as amended (to U. S. C. 2?6c) and to aid in the enforcement of the Anti-Kickback Act (18 U. S. C. 
87!*) 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, a*nd exemptions.

ARTICLE 16. Changes and added provision. 

Executed in quintuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

(Operator) 

By

Title

I, , certify that I am the
(NaJne")

________ _______________________ 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 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

ANUEX I_

The land, including all rights thf.re.to, referred to in Article 2 
of the con I met consists of nine (9) patt-nted lode mining claims and 
two (2) impatented lode mining claims in sees. 30 and 31,

, and sec. 25, , 
These claims are shown on Figure 1, entitled "Properly

, /' attached and made part hereof.

The patented lode mining claims are as follows: 

Claim Name ? l.lFy?y_ ̂ °^_

Perry
Union
Crook
Triangle
Orie
Roy
Now or Never
Poorman
Gold Standard

678
678
678
677
446
446
446
446
446

Patent No_._

46463
46463
46463
46464
36028
36028
36028
36028
36028

The unpatented lode mining claims were located 
are recorded in the Office of the County Clerk, 
as follows:

and

Claim Name

Gudrun Silver 
Royal Silver

JBook

4
4

283
281

Interest in the two unpatented .lode mining claims v;as conveyed 
on March 4, 1971, from to

The Operator is in possession of the patented lode mining claims under 
an Assignment of Mining lease dated March 7, 1971, between 
and This document assigned a 
Mining Lease and Option to Purchase agreement dated November 27, 1970, 
between , the owner and lessor, and , lessee.

Lien and Subordination Agreements executed by the owner of the patented 
lode mining claims are attached and made a part hereof.
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KXl»l,ORATION CONTRACT

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 assayed 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 samples assayed and the 
geological formations and structures traversed by the drill holes shall 
be furnished monthly to the Government.

Stored samples shall be 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, direction, and extent of each work item shall be 
subject to Government approval.
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The work shall be divided into two stages, 'flic Operator shall 
complete all of Stage I and as much of Stage II as is authorised 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:

I/
Approximate length 

Hole No. Inclination Bearing ____(feet)

1
2
3

-40°
-40°
-40°

S. 40° W.
S. 10°W
S. 70° W.

350
350
350

Total 1,050

_!/ 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: " _!/

Approximate length 
Hole No. Inclination J^OJAPJl [fcet)

4 
5

-75° 
-75°

S. 50° W 
S. 25° W

500 
500

Total 1,000 

I/ 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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_ESTT MATED COSTS OF _THE PROJECT

STAGE I 

Costs 

Category (1) Independent 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 cemient,
100 feet at $4.00/foot 400.00

Placing and pulling casing,
50 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 J700.00

Total Category (1) $11,710.00 

Category (2) Personal Services 

None except:

1 Supervisor-Engineer-Geologist,
2 months at $l,000.00/month 2,000.00

Total Category (2) $ 2,000.00 

Category (3) Op^rjttlng_M_a_t_eri_n]s_jvnd Supplies 

None except:

100 core boxes at $1.15/box $ 115.00
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30 sample sacks at $0.50/sack $ 35.00 

Sludge catching and !;.*jmplJng supplies 50.00

Cement, drill muds, additives
12 sacks materials listed, or equivalent 100.00 

Cement at $8.00/100-lb. sack 
Drill mud at $2.50/50-lb. sack 
Additives,

Caustic soda at $20.00/50-lb. sack
Cellex at $65.00/50-lb. sack _____

Total Category (3) $ 280.00 

Category (7) Mi s_ce 13laneous 

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) $ 250.00

Total Estimated Cost, Stage I $ 14,240.00

Government Participation at 75% $10,680.00

STAGE II 

Actual Costs

Category (1) _Indep_enden t Contractj^

Diamond drilling, including overburden,
1,000 feet $ 8,160.00

Depth Price Per Foot ______
(feet) Ob. " _NC "W BX

0-500 $10.50 $8.75 $7.75 $7.50

500-1,000 8.25 8.00

Cementing, 30 hours 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/hour $ 800.00

Lost casing in completed boles,
200 feet at $2.00/foot 400,00

Water truck rental, including driver,
2 months at $350.00/month ____J79P_-P.°_

Total Category (1) $11,460.00 

Category (2) Personal Services v 

None except:

1 Supervisory-Engineer-Geologist
2 months at $l,000.00/month $2,000.00

Total Category (2) $ 2,000.00 

Category (3) Operating Materials and Supplies 

None except:

100 core boxes at $1.15/box 115.00

20 sample sacks at $0.50/sack 10.00

Sludge catching and sampling supplies 50.00

Cement, drill muds, additives,
15 sacks materials listed, or equivalents 125.00 

Cement at $8.00/100-lb. sack 
Drill mud at $2.50/50-lb. sack 
Additives,

Caustic soda at $20.00/50-lb. sack
Cellex at $65.00/50-lb. sack ______

Total Category (3) $ 300.00 

Category (7) Mi see11aneous 

None except:

Office and accounting expense,
2 months at $50.00/month 100.00

Assaying for gold and silver,
20 samples at $5.00/sample 100.00

Total Category (7) $ 200.r
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Total Estimated Cost of Stage II $13,960.00

Government Participation at 75% $10,470.00

S U M M A R Y

Total Estimated Cos t of Stage I ........ $14,240.00

Governirieht Participation at 75% ....... $10,680.00

Total Estimated Cost of Stage II ....... $13,960.00

Government Participation at 75% ....... $10,470.00

Total Estimated-ost of the Project .'..... $28,200.00

Government Participation at 75% ...... $21,150.00
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WSR Fora 51 UNITED STATES OF AMKRICA 
July 1'J65 DEPARTMHJT OF TIE INFERIOR

U. S. Geological Survey

EXPLORATION CONTRACT 
(Chort Form)

Cppgnodity Contract No. County State

It is agreed 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 "Operator," as follows:

ARTICLE I. Authority and scope. (a) This contract, entered into under the authority of Public 
Law 701, 85th Cong., 2d seas. (72 Stat. 700j 30 U.S.C. S Wl - 6\6), consists of this form, the 
attached Annex I (land description), Exhibit A (work and costs), and the maps and documents listed. 
The work is a search for new or unexplored deposits of the commodity designated above. The Operator

shall begin the work on or before June 15, 1971___t and, subject to the provisions of Article 7(Date)-    

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 Exhibit A. The estimated total cost of the work is $ 28,500.00. The Government will con-75          

tribute 368 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 k and 5-

(c) Interest computation.--Simple interest at the rate of 9%___percent shall 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 right or obligation there­ 
under without the 'written consent of the Government.

ARTICLE 2. Operator's rights in land.--(a)The Operator represents and undertakes that Annex I 
correctly describes the land which is the subject of this contract and the nature of the Operator'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 encumbrancer,:

Ob) The Suboniination Agreement of the holder of uny claim, lien, r encumbrance listed above and 
(if the Operator does not hold the legal title) the Lien Agreement of as.y holder of the legal title >f 
the land (lessor, seller, optionor, etc.) are atuu-hed a:-, follows:
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(c) The Operator shall preoerve and maintain his right, title, or interest in the land and his righ». to 
the possession '.hereof for the purposco of thic contract, nn'l r.hall devot.*.- the land and all cxlutlnp Jinprovo- 
 ec'.s, faclLiU'-n, buildings, installations, and appurttnancrn 'o the purpoooc of thlc contract, '{'he Opera­ 
tor ahall neither transfer, convey, nor surrender the land nor any right, title, or interest '.herein, nor 
I^ralt nor suffer any claim, lien, or encumbrance thereon, without expressly referring '.o and providing in 
'.:;c Instruaen* of conveyance, lien, or encumbrance for the preservation of the Goveramrn'.'s right '.o a 
royalty on production and liens for the payment thereof. Two true copies of ouch Instrument shall be fxir- 
nlehed to the Government. If the Government 1 o rights to royalty us provided in Article 6 have bet-n terminal^!, 
the provisions of this paragraph (c) shall become inapplicable.

ARTICLE 3. Performance of the work.--(a) Operator's responsibility.  The work shall be performed dili- 
pej.My, efficiently, in a workmanlike manner in accordance with good mining standards, and In compliance with 
:" :.*  e lews governing health, safety, and liability insurance covering employment. The Operator shall provide 
suitable ani adequate equipment, facilities, materials, supplies, and labor to complete the work ac speci­ 
fied in ArMcle l(a).

(b) Government may inspect. The Operator shall consult with and inform the Government on «.Vl 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 U. 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 Government is finally audited and settled 
an--*. .;xc: 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 Government. The Government 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.

ARTICLE 5. Reports, accounts^ audits.--(a) Operator's records. The Operator shall keep suitable 
records and accounts of the units 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 by the Government, and those with respect to production for at least three years after any obligax-ion 
to pay royalties to the Government has termifited. The Government may inspect and audit said records and 
accounts et 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 to 
and the right to examine all pertinent books, documents, papers, and records of the Operator.

(b) Monthly reports.--The Operator shall provide the Government 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) a 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. 

(Forms for reporting under (l) and (2) above will be provided by the Government.)
(c) 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 nonthly ret>ort). This final report shall include a geological and engineering evaluation of 'he 
results of the work performed under the contract with an estimate of the ore reserves resulting from such work, 
complete assay data, adequate geological and engineering maps or sketches, and a summary of the work performed 
and the unit costs thereof.

(d) Report of sales.--The Operator shall provide the Government with suitable accounting and documentary 
evidence covering all production to which the Government's royalty relates, such as two copies 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 any of the Operator's reports, 
recordSj or accounts are insufficient or incomplete, or if the Operator fails to make them, the Governmeut 
may procure the preparation or completion of same with suitable attachments as an expense of the work to whi^h 
the Operator shall contribute. The Government may withhold approval and payment of any vouchers relating to 
insufficient or Incomplete reports, records, or accounts.

ARTICLE 6. Repayment by Operator. (a) Certification.--If the Government considers that mineral or 
metal production from the land covered by the contract may be possible as 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.
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(b) R >yalty on production. The Operator, whether or not the producer (for example, if the Opera­ 
tor either transfers or does not retain hie interest In the land), shall pay to the Government a roy­ 
alty jn 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 lepee 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 occuro 
first; or

(2) If 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.--(l) 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 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 payable by the "buyer to a 
carrier (not the Operator or producer)), shall be allowed as deductions in arriving at the "gross 
process" as that term is used herein. No costs of the Operator or producer are deductible in 
arriving at 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.
(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 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 value of such production in the form (ore, concentrate, metal, or equivalent) it is 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 Government's royalty on 
such production shall be computed on the value thereof in the form in which and at the time it is so 
used. "Value" as here used means what is or would be gross income from mining operations for percentage 
depletion purposes in Federal income tax determination, or the market value, whichever is greater.

(e) 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 minerals and 
metals therefrom until the royalty claim is extinguished by lapse of time or is fully paid.

(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 Government with copies of the settlement sheets. 
If the records of any production and sales or other disposition of production, whether the production is 
by the Operator or by others, are not made available to the Government, the amount of the royalty may be 
estimated by the 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 obliga­ 
tion 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.

ARTICLE 7. Termination of the Government's Obligations.--(a) If the Government determines that 
operations at any time have failed 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 pay on account of units of work not then 
performed; and

(2) the Operator shall be free of &11 obligation to prosecute the work other than such as may
be necessary and incidental to final accounting and reporting.
(b) If 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 than such as may be 
necessary and incidental to final accounting and reporting.

The Government may also avail itself of any other remedy the low 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 glvlrv; of any n.tlm- toy the Government, under t.he provir.lonn «>r thin Art.l'-lr Y "hull n >t 
arf><-t the G 'Vf-rnrnent's rights HO ppvhlcU L'--r in the c »ntrart wl th rer.pect to royalty an<J lions i. > 
ne^ar* t.ho jjaymf*nt there- -I', and su«:h rights .-shall be fully prcwrvod,

(d) The determinations "f the G .vnrnincnt arc nubjcct to append under Art.irlo 11.

ARTICLE 6. Notices t. . be g^ vet\ by '-no .Gwernment may be delivered to thr> Operatf>r or may be r.ont 
by oer'lfied mall addressed » » the Operator at his mailing address stated in this contract. If 

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 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 corpora­ 
tion for Its general benefit.

ARTICLE 10. Nond is crimination in Employment . - -The provisions respecting nondiscrimination in em­ 
ployment which are required by section 301 of1 Executi/e Order 10925, dated March 6, 196l, as amended 
and supplemented, are attached hereto as Exhibit B and are hereby incorporated in and made a part of 
this contract.

ARTICLE 11. Disputes.  Any dispute arising under this contract 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. Geological Survey, shall be final and conclusive unless, within 30 days from the date of receipt 
of such copy, the Operator 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 12. 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 Law 87-581, 76 Stat. 357-360) and 
is not covered by the Walsh-Healey Public Contracts Act (Ul U.S.C. 35-^5), is subject to the following 
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 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 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 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 employee 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 liquid­ 
ated 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 
Bum 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 unpaid 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 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 13. Copeland (Anti -Kickback) Act   Nonrebate of wages . --The regulations of the Secretary 
of Labor applicable to c mtractors and subcontractors (29 CFR, Part 3), made pursuant to the Copeland 
Act, as amended (Uo U. S. C. 276c) and to aid in the enforcement of the Anti-Kickback Act (l8 U. S. C. 
87**) 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 lU. Changes and added provisions. 

Executed In gulntuplicate the day and year first above written.

THE UNITED STATES OF AMERICA

(Operator) 

By_____________________________ By

Title

I, __________________________________________________> certify that I am the

secretary of the corporation named as Operator herein; that

, who signed this contract on behalf of the Operator, was then
(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.

SEAL J
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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 rhyolile porphyry on the A 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 1-inch diameter, 
and vent lines not less than 10-inch diameter.

All significantly mineralized areas 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 feet.

All samples, from*whatever source, shall be split ns 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 Government.

The Operator shall provide such supervision, labor, and 
technical services 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 environment 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. Maxir.um 
length of drift is 80 feet.

Starting approximately 75 feet due south from the
Shaft on the 6 level, drift southeasterly along the limestone-syenite 

porphyry contact for 300 feet to explore for the downward extensions of 
the Bonanza and Glory Hole veins.

ESTIMATED COST OF THE WORK 

Fixed Unit Cost _!/

Drifting and crosscutting
380 feet at $75/ft. $28,500.00

Government participation
at 75 percent 21,375.00

I/ The unit cost includes all costs of labor, materials, equipment 
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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appendix

northern mineral

exploration assistance 

program

Yukon and Northwest Territories

OIL AVD MINERAL DIVISION
CtVfLCPWfNT BRANCH 

IKDUN AFf A.IRJ A.ND KCfclHtRK 0£VELCPMENT
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AiTi«»MU.v»ioN
II. j;.

J'C. JW.C )041

AT THn GOVERNMENT Wil'SF, AT O'JTAWA. 

\YritMMUt, tf'« 2«th day of AutibT, 1WSC. 

Pm <.U>T:

Ht% r.xuti.iNCr TiinOo- i.hscmCi M-HALIK Cotsctu 
Jlil KmlUiicy the Ccvi:iior r.cncrsl in Council, no the 

r< r.t>> UK h'hiiAft of the MiriMor o? Northern Affairs ktid
N'.'.i.nil )ti-i.-.irir», Jiiirualit to hny cn:>riiiicnl of tf* Parljk" 
itiij't of C;>?' >di> 'of d< fraying tl.c H vt-rfcl tliurjri »nd ( J.pcrse* 
of tat- J'nl.lit Pirviee from »nd after the Fust day of April, 
IPWJ. that provides fur pay menu in rc-'iK'cl of the Northern M>a- 
enl Grar.u J'roi;r:im. U pVaswi hen by U> ip.-vove the a:. coed 
r.«t.»lnioM r opening fir.:.nria! a^i«'_inct in O.c exploration for 
oil, i>ali.:al f.ii rtnd ir.ineruls in Norl!n-m Curiad*.

Ji-|Mi |<iU uf oil K.iii'l, liiti.'iiiin, liiluun:iuim c.nd, oil 
tlialr <ii «''.)<IT ( «jrf'iit» 1-snd 

(iii) mi) i/.lii r ii\iliui atlioi.n n,ic;il rosl .ni.tl (; kl <

(t) "j<ri.;-.i;tn, ««|>rn'lilure" iiii .<n» nt htno-int tk;> iuSd in 
rariiin^ nul a pn^rum o! txjilur^loty wurV. o; k i\t.^t 
tl.c.ooJ;

{«) ''neij>irnt" m»"»rtii nn i>p;ilir.>nt »'>mv- hji|ilii ftl'mri liftt 
bt*n «ji|iiovitj by Uif Miniflet jni"u:.nl Ui }...i«;;raph 
(o) of kiili'crl'Kvn (!) of vet lion i, »nd

(n) ''yiar" mmM k Ui-lve n.imth j^-riod <-!n!:iig cm Hit
  i* r L i t n illiirty-firHl t):iy of Mnrcli. uc?  . ??» 

jo/)i/«7

Gianlt ji.tr U'firJ. in .Vorfdtrn

hhO.ULATJOXS RESPECTING FINANCIAL Aril SI 
IN THE EXPLORATION FOK OIL, S'ATOtAL GAS 

AND .MINERAL IN NOl'.THhRN CANADA

Snort title.

1. These Regulations may b* cited «s tht A'orfltm Mintral 
"Cxplorat'.on Assistance Regulation*.

Interpretation.

2. In these Rvtrjlationi,
(o) "ip;>iicint" meant a person or gto-p of persons *r«o« 

app'icir.ioa for a grant has licri ri-icivcd by t)>e Min-

(b) "cppliralion" means *a application for * grant;
(c) "Cinnili.in securities dealer" me:ins * pmor. viio Soldi, Re. 4 Xt« 

xsndtr c li§»- of A province relatzr.g to trading in wcuri- P-C > *" 

that entities him to trade iri tht <!.*rc» of ooMpar.jes; 
(co) "D':rictor" ntins the Director, R«.;£'jrre ii.d Eccr.omie s,». j».C. 

. D<vc,lop.Ti(Tii, Depa.-tmc.-.i of !nd:tn A.Tairs knd Kuril.- ' *< : :^3t 
em Development; ».'!)/«

(d) 'YxjO.iralnry w>i>V mrnm Miifaiv i-\:iiiiiii:i(iiiin, nrrial 
mapping, surveying, bu'ldoring, geological, pccphyn'ieal 
and geoelirmieal examination* and r.ny other inve-tipa- 
tiors relating to the Mib.-urf:ice [HtdojQf, anil include* 
(i) ill relation to r\p'.or:itiur. for oi! and ga», t!ic drill­ 

ing of an exploratory u-si well,

of dir.inciiiii Jrill hole* or rr)u:vnlcnt holes ir. a r:um­ 
ber j.v.isf.ii-tury to I he M'n:i>.icr, and 

(iii)  )! work* jii-cejMrily uiulcritikon in concretion with 
»r.y operation specified in this pr.racraph, inrhifjinj; 
the construction and inr.tntcr.ancc of tlin»c fiirililicj 
nrrrss.irily eonm-clcd tln-rv-with :md the huilJing 
sn<! riau.tenanre of :;is;r:ps ^nd rouds required for 
tlic supply of or accris lo fr*plora'.ory operations;

(e) "ja»" jii.-ai:* di.'.ursl ga*;
(/) "j:antH nir-j::« & gnnt aii'horiicd by tli< Minister pur-

». ar,t lo 1l-.i-.«e Reflations; 
(<?) "holdings1' means

(i) elnirrt^ and fr.nuls of rlr.ints within the mi'uniiir.  : '.

(ii) r.'iner*! rUi:n» or loc.itions and leases thereof 
nithic the mo.iniiig of the i'uJcuri Quf.rl: Mining 
Act.

(iii) rn:log c!:.ins or elaim*, Ir.'-.sot thereof ar.d pt.-miu 
or p-osjii rtir.j jtt-n-.iiif viil'/m liic im-aning of lh«

(iv) oi! and fas Irii-i's :nid jK.-rnii.< within tiir mcining 
of Ihe Cur.adn OJ and C..i l.nnd n. 3uJo::'im«,

(v) lofitifin* and l<v\«:-s t!n:<-of n.d j«-imits will,in the 
n r.M ir.g of the T<T7.:,,.-.d Ci.cl Iii£>.tnt\nnt. ,,nd

(vi) lr.i«r« i'Mied j.'jf5U«r.l So the TVm/jri/il />>ri/k)inp

(fc) "ri! u-M!s" i.ii-un* ii;rtals o«r>;iting in their r>r.tur»J 
( :sle, c->-> of nn-isH, coal ai.d oil.cr (..iturally mfurrir.g 
fj'.-st-nri'v «.<;i.l>1c of hi.i.f, miii-d, ether l)iin oil. fits 
  nd tul-i'.:inr<» ordinarily ohuiitud hum i quztiry;

(0 "Mir.i'icr" mciris the Minister of liiJiao Affairs and 
N»/n>ein Di'Vtloji:rient;

(j) "N\.i:.n:n C^:.^d» " t:u-ans the p-rt of C»f »d» i!rsc:il*«l

Xrr i N,
PC )»«: 

10/1 1/C7

 . 77J

lk/11/K

(L) "ti!" r..rsns
(i) t:j,!« ;-tlri>\ t rr. s:,

' cf t" avlt )' »^*- * rt
fi  .:. l.v f.4..i.i.:y Ji 

(ii) t:.y J.vil.-octd.cvu

3. (J) Upon tin implication Ihciclor to the Miai'tcr by one 
oi more j.i-r-'in« i!i-inlic-d in sulf-c-elion (2) vhc* ir.Und vr> do 
eikploralorj- worV «» hc.li!ir.K» in Northern Cannda, the >5inisl«r 
may, sviLjrct to lln^c l<ec,uVitio:is, tuthoriic Uic j>j,yrrjint U> 
»urh person or pci-on* of a r.">nt in n.-.-jn-cl of t!ic j.ro^rtia ex- 
pcmMurc for thai exploratory svork.

(2) Tlic ptf-dris rrforn-d to in n:h-.,ftion (1) arc

(o) sny ir.<!iv5r!nal who r-.:»t ifu:j the Mir.intr ihal he is

(i) t C.i:.hdi2o citirtn r.ol less than 21 yetrs of »ge,
and

(ii) cnliiicd V>y reason of bc:i<.r.c;al o>rior.-)jip or K^ic 
Or op! ion agrceiiitnt to enter on the holiiir.gs in 
r«5;>rcl of which the application is rrisde ^nd eon- 
clu't Ihereon a program of txploravory work;

(b) »ny rc:;.^ ".'.ioji incorporated in Cariidfa, ether Ihf.n k 
eorpor»tioi. de^c::r«. d in parxr;raph (u) or (fc) o? sub- 
scetion (Sb) of ftclion E3x of the Income Tta Act, that 
is either

(0 s private corporation whose i'«urd ar.d outilti.ding 
shares are beneficially bwued
(A) by Cr.nadi'in ci'.iu-ns,
(B) by o:ie or more eorporilions dtscrirx-d 5a tub- 

par»b.-eph (ii), or
(C) ?:.rt!y by C.'.nidii.-i citiriT.s kt.d p^riiy ^y c =e 

or mure public corpo.'iuons ce^cribcd 10 rjb- 
parjigraph -(ii), .

k. s r-urr:ber t'-.st e»u«s the total vctts of the ;hares 
so Cft-uid to be not less than 50?« of the tots! voles 
that eot-ld, under tht voting rights if.ached k> all 
the sV.s'c-s of the private corjijr4l:03 i'S'Jtd isd out- 
Siaadiag, bt vctte! by the holers thereof,

(ii) k pv:W>c rorj-.oratior. whose roii.ji-.on shares arc 
l:«ied in. :i C:i:::nii:ui viiteli i.\r;i:iriRC or .110 nfTrr^xl 
for sali- in Cj'.iKiJa to the public through a C.i:i.i.!ian

<iii) a eorporil'ion wliost i<su«d ard ocvM3Tii!::ij !-v,.ires 
are rwnrfiririlJy o«:icd hy one or more public ror- 
porslio:is inrurporascd in C"ar.a«la {ulin-tr >!..-.,-<s are 
1i«lrJ <m a Ca:irt>!i:in f'.ork cm! An;-f or :.if orToicd 
for $aU- in Canada to the jvjbiic tl.r.i.j^li a C-.n.-i- 
d.an .'oi'i^i'.ios Jrn!.-r) in a ;-.uini.er tlin', n^.s-s the 
toir.l voli-s of the shares MI r.m.cd to K- nut less 
th.in .'H)7e of tlio total vi>tr> t!;:ii e.iu!J, uii.Ur tJ.c 
 votin,; ri-hls .ilt.ichcd lo al! the sl.an-s of the ror-

lidlilrrs tin-roof; and

(e) liny rorpoialiun incor]>or.itcx! in C:.i>'ii)a an.) ih-srrilied 
ii jnr.,i;r:»ph to) or (D; of .»uh..-flion i3b) o! -^ce- 
tic.n Jvl* of the Ir.cim.e Tni Act
(i) that vilrtfic* tin- Mini'lrr thai, until 'he pr-./r.-.m of 

exp'o:jlory \>oi^ in rr>jx-et of which IJ.c -;v'ic»- 
lion U nta'lc hns hrrn rn:n]ilcl"-il or H.".<-<n.t;ri>K'd, 
n.l-* 1. i:iti:t)ly all of it-, i \|M rnliii.n« for r>jih>':itiir>' 
vn-l; «':)!. «n)i-<« ilif Minrurr ollirrwisc .1,","''", be 
made for i-xploraiorj- wcirk in Nortlurn Cinnria, 

(ii) »l.ci--e i-<.ir(! :i>i.-i IHH-I.-.I. ~.n<& s!..-\ics KIC mil ! > nc5- 
c:al!y uniird by cne or cxirf o'.!''Cr ror|.i.r:i|'ni'u de- 
n tiled in t!ic -.i,» p.v.-.if.f .p!i (a\ o' (I.) o! vjl.ve- 
t^on (3b) of x-elion S3s of the Jiitoir.e Tci Act in 
any I..in'*; tl:<«. v.'OlJ e.'ii^r the ti>t.il xu'.cj of 
tlie >1> ne* so i.v.i.ed to 1* in r\rr».s o! l.S^- o! the 
tot.xl vou-« thai could, u:idrr tlie v«it'.n; lij.'-'.* aV- 
t>rln'd to all the i.|'^:rs of the fur;>o:.ition >^^i;<x3 
»-nd outslAncJiiif;, W \,>t<-d by Oie hol.li rt thereof, 
and

(iii) tV»t ii a forj.or.ilion devcril^d in lubj.irajraph 
(i), (ii) or (iiii of pir«ti^ph (fc).

re ifcti- 
!2:i
36/J)/«7

»(11 l.i iid i 
 ', odl, 

nu1 £-k, l!.»l 189



Appendix H

DEPARTMENT OF TRADE AND INDUSTRY

FINANCIAL ASSISTANCE FOR MINERAL EXPLORATION IN GREAT BRITAIN

A GUIDE FOR INDUSTRY

1 These rioter describe a scheme of financial assistance for r.inorol explora 

tion operated by the rxspartmeiit of Trade and Jnc'.ur.try under the Mineral 

Kxplornti.cn end Investment Grants Act 1972. In 'order to promote the economic 

dovclop-riCJiV. of our r.inoral resources, and subject to certain limits prescribed 

i:} the Act, the Department is £ivcn discretion to contribute 25'"." of qualifying 

C'Xpcr.c'ituro incurred in exploring for and evaluating for commercial purposes 

mineral deposits in Great Britain. Under present arrangements the minerals 

included in the scheme are the cres of non-ferrous rr.ctals; fluorspar, barium 

minerals ar.c potash. Assistance will be given only to. prorrair.men which have 

been submitted" in advance and the Department nay "refuse to consider undT-r the 

cchene any prosrr.:n:r.e which ir. its view does not merit assistance. Where 

exploration leads to the extraction of mineral deposits in commercial qu^ntiti 

the financial assistance received, plus interest, will bo repayable, to uhc 

Government. A guarantee of or security for repayment r.ay be required by. the 

Department.

ELIGIBLE AFPLICAirrS

2 Financial assistance ray bo paid to any corporate body or company 

incorporated in the United Kingdom. Oversoas companies, partnerships, joint 

ver.tures or individuals arc vcOco.r.e to arply for ar-sistcnce ur.der th-3 schorr.e 

but will be required to' cet up a company registered i- the United Kir.fdcrri. 

To qua].ify for consi do ration for assistance an applicant must show evidence 

that ho pc^r.ocses 'the financial and technical resourced to carry out the 

pro}'0;.r-d exploration pr.ogr.j;r,.,ie or the mean;; to .employ othors to do no.

3 Aufaictanci: will be provider! in ivepect of qualifying expenditure on approvoo 

rror-.r.'u ::.cs of coloration for a:;ri evaluation of the minerals specified in 

Paragraph 1 abovo, provided ti.-~t applic«out lut; complied with the termr. and 

conditions of tic schvro. The ex., loraticr. r.ust hnvo been cnrriod oi;t vithir. 

Groat Britain or on the UK Continental Shelf. (The scheme- dot-H not apply to 

Northern Ireland). In t~ciKT;.l tiio t>c).<.r.u: provider. nr..',i.'jt 'ir.ce up to thf ti.r.i? wi.-

190



r. dorir.ion cnr, be- token whotln-r or not to jToc«:..-d with tl^ rtcvcloj r.u-r.t of a 

j»roc*uctivf nine, quarry or other Mineral .-.ource. ^u/ilifying itcnir. vd, for 

cxa-.'Oe, :,or.-...iJly include cxpc-uiiiturc on the following:

o Gooch'-nical, geophysical and other surveys directly related to 

specified arcao.

b Trenching, tcr.t holc-s and borings.

  c Exploratory shafts and xindcrpround exploration.

d Collection and assaying of samples, including bu^k camples.

o Kinurol j)roccsainc nnd metal extraction assessments, including 

pilot pltnt operations.

f Direct costs of fuel, materials and. labour; fees paid to contractors
*   

for carrying out qualifying 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 fair wear ar.d tear on plant and machinery; coat of 

feasibility studies leading to a decision whether or not to develop a 

productive mine.

i The rehabilitation of old workings or installations to the extent 

that this is neceseary for the conduct of the exploration programme.

j Qualifying overheads related to approved expenditure. 

*i Expenditure on the following will not qualify: '

a Ger.c'r.-il studies inrludin.T literature surveys and regional geojo^y

aimed at defining specific arena in which there are favourable signs 

of mineralisation.

b Costr. (including legnl and other professional cor.ts) of ac^uir: r:>: 

concosi.i-.nis, siir.oriil rights, lar.d, pldr.aing permission.

c Buildings or other a.v,ots likely to have value on completion of the

approved programme (but sec 3(1.) above for fair wear tmd te-ir provi.«--iou)
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£ Any work whxch in tt.o jutiK <>; - < » <  01 ui«> ..-cpu un«:i. >. ».o».-.. ,.v, %,v.,iv. ..

rcsu.on.jbic proving of the orient, fr.'uSc, workability nntl value of the 

O oepcn.it.

c Any work carried out prior to the <lr«to on which tho Ik-rnrtraont if; 

notified of detail:; of the pro^rnrcno, wiy work not inclvu'.od in U<<- 

prof,ro.-n."ic of work cubir.itted to the Do; ;» rtp.cn t, and any work j.s.-t /i/:v.«cd 

by the Dopartraeiit as qualifying for assistance.

f Any work whose purpose is not related to new exploration, ep u 

. pro,~ro;.".mc to extend the dftvclovm»»nt of o mineral Joj-osit which in 

already bcin^ worked.

g Any work for which plcnning pern:isr>ion his not bt»en obtained urJ^cs the 

Departnsent is satisfied that such permission WOG not required.

5 Assistance under the scheme will not bo giver, in respect of expenditure w'r.ich 

has V.ene fitted fx-oir. payments under ihc Investment Grants scheme or from .-io^ior.fil 

Dcvolop.-rent Grants. 

APPLICATIONS PCS ASSISTANCE

6 Procpective applicants should approach the Department of Trnde and Indur>tr-/ 

( "1), Thames House South, Kill bonk, London SW1 (01-222 7COO Extension IJS9 or 

1005) who will be ready to diccucs their proposals. Applicants will be require? a 

to provide the infornation set out at Annex 1 to this Guide. When a rrorrarrio has 

been received the Department will corcment as 'soon GS possible on its willinpnc-cs 

to p««y contributions. Work carried cut before the Departr.cn t rec--ivrs th-A v.rorr&nnr.c 

will not qualify for assistance. The Department will nornnlly agree to assist work 

carried out between the date it receives details of the pro£ra:r.r,e find the dote on 

which it makes corcrr.cnt, where the work in question would otherwise qualify for 

asf>ii»v.tince and subject to the overall finencial limits applicable to the scl-.enc. 

Cor,.poni >"-3 which IK- gin v,-ork before the Department's comments have be-.-n received do 

co, however, at their owu risk.

coi;n;T;o;JS TO as oBSLir/iD PRIG:: TO ;c-c:iivu:G ccrrrRi3irriON.j

? The Act Gpc-cifioji that the. Secretary 01 State may lay down terns uncor which 

contribution.-, will bo paid ana it roquirr-:, co.r.plianco with certain conrii tio:-.?, 

relating to the- provision of r.oolopical infornntion and to land planning. In 

a company, before receiving contributions, will \>c required:

O Wovi sic -: of ir. To: rn ti rn

to keep records of expenditure incurred on the proj.-roimc; to allow tho
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«' «-' ilt or ** '  >'«-> J'»'« ; ->'''iUa i Vi-:, to ii,:,j.«.-i-i ; ro.-r.

.'i, on wc31 ; .'. j-hjv.icitl work.'. /iri:.inf, frcv. thf prorratnrv*; ;»n<l to 

c,t:b;-it to Uu> I-^portmont un»i t<» U.o Hutuivil l-f.virohmt-nt nV.-.i*nrch «.'»>iii\ 

(Irj.-'.ti ixitc of (i^nlo^if/il ;»r icio-^.-i) j;oo»)oj',ic<0 .sml other troluurnl u» t 

t,ioi. including r.i»mjil»'}i An<i rmtor»M ni'ir. «n^. from llio pror.rHn.i'u*. vluui 

on t'r i f! form nnd tlclaJl in wlticl* tlii;j infonnntion will norr»r»lly bo r 

io set out at Annex 2 to thic Guide.

b F- £.nnJ_nJ- J >,^ i Z:!l:: ? :''v0I'

to f>^tit;fy tho Department tliat plcmnin^ pcrr,ii:;raon for Uib work hn^ boon 

obt.iin'id or that it was not jicco.-.r><iry to oblai:) it. In order that they 

will be tiblo to ir.eet thic; rt-qv:i i-eir.cnt, cotr.rinnio.o iire ndvir>cd to consult 

plonning authorities befor<- and during oil Ktapos v of work.

' c r?-'-J..v.;rrir:rvt

to iigrec to make repayment on demnnd of contributions received in reii;".v ct 

of the procrair.rr.o (together with interest due) if nr.y of the events 

described ih Para 8 below occur. In such cases the applicant is also 

required' to accept liability to repay with interest due all contributions 

received in respect of programmo, executed prior to the present pror;r:ir.:::-e 

whore such procra.iirr.es were carried out in areas which overlap the area 

specified in the present progranme, except where the Department ::;ay n^roe 

otherwise.

d Co

to apree to carry out the pro^.rarnr.e .with reasonable speed and to submit 

all applications for contributions relating to the programme by not Ir.ter 

\ than a date to be specified, subject to such extensions' os the Department 

may allow.

to agree* that the Dc-partront r.r»y pass to the Inland Revenue- details of 

all financial trcmonctions bi-twecn the Depuru.ent and the cor. par. y in 

respect of the pre,-rnrr.:'.:e .

citfci.'M.vrAi.'cs ii! WHI:}- LI/^ILJTY TO .T/Jv»y AUTOES

S The co:.ip;uiy will be liable to Li:>ke ropaynont on demand of all contribution:; 

received, plu.s the interest due, Attriiutublo to the pro^ror.r.-.e, if any of the 

.c evontc occur:

CoTr.r.o re 1 n 1 rrod >i c t. ; (,n

if .v/i thin twclvy years of la:;t payrient of a contri:-uti on any minerals a
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in cciuvrciiil qu.<ut x i i  .*.  » from un im-u within th.d :,p v ci t'u-vi

in the pi orr;i:'..'.»> (thu exj.lomti on area) or fro:;-, any ore hotly p.'irl of

which i:; iii nuitcd in Uint area (hut :»co l ;arn 1."? below).

b K-.JJr.n- to r»->ti fy tho p>]virl:f-nl

  if within thirty days of tho event the conpnny fails to inform the 

Deportment:  

\ i that work in the exploration aroa hr»« jbccr. susponclod for n period of 

I six months

.ji th-nt the- company hn.s t?il<on n decision not to cnrry out fvirthor wcvk 

in the exploration area

iii* that the company has tnken «*» liecicion to initiate the conctructicn o 

works required to brin£ into cor.nercial procv;ction a r.ir.oral coxircc 

in the exploration area

iv that corrimerciol production has begun fron a mineral source in the 

exploration area.

c Ass i »rnrr. c* r. t or ss 1 e

if without tho consent in writing of the Deparlr.ent the conrany 

assifrns, sells or "»therv;iac trannfrrft oil cr a:vj ;c.-.rt of the 

company's interest in the pror.rn^ne. or of nny lease held by i\:e 

cor.pany piving it a right to explore for or to exploit rr.in?ra:s in the 

crca specified in the prodrome . Where such assignment, whether, for 

velue or othcrwioe, is proror>od for operational purposes, eg on setting 

up ei separate compaixy to nine ri-i'TOsits discovered in pursuance of the 

programme , the Department will be prepared to consider releasir.f the 

conpar.y from itr, liability to rerp>y in return for the assumption o;" n 

similar liability by another cc::n/sny.

if Dio company r,ocs into liquidation.

o CujjVMj^-vr;

if the company fails to obtain a suitable runr.-.r.tor or to jtivc- nuo^unt 

cuj-ity wi. tliin tlvrec months of Vf»in,-* required by the Deyartrt.-r.t tci :ic

'-'° "" ; 'r ^'^.S ^ the reediest of the company t);o Department i".ny

to closi.ii'y a projTii".:. 1 '^ , or a ceri-". of nror.ranr  «.;.; relati::^ t'-> one ar<?.i, ;>s 

"abortive", provided it is satir.fi--d t!ict tho nincrali: discc-v.-red by the pro.-r.»
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o of Htllc or no corwrcinl v.-ilis%». \«h«.'r«' tli" .x»} /irti"«Mil »o «  »<»..;i> 

p.jvirt.mo or pro^.r»ir.in;«'s the c«rt::;my will b«j ru 3 »,  /»:,  »! fror. ol-i i.viiion 

conti jbutionn r^-'ived nnd any intercut «luo, IK respect of ti-.i- i\/cn 

Iho pro,;." ..Tfr.c(r>),

1C tVo^r\rrp^ which no^i wi th qua"! i f 1 . / ! r.no c <;  r. r. In c«w.'u whore n i'VOfTrar-.c , 

or n scrioii of prO(.'rnr,;r,er; rch.lin/; to ono nre.i , oiscovcr nir.or.jlo v»hic!; in the 

view of tl.o i)cp:»rt!?.ont do not ju.ilify a clar»i«ifi cation of "n'oortivc" tut \.!-.- v ro 

the value of the rr.inorals four.d io in the cpir.ion of the r>;:v-vl ri'%<.o:it f.v-Qli \ hnt. :t 

woulo be reoGor.abic to modify the rcr-ayrc-nt liability, thf> lX?!:.nrtr»et %. t will, -, t 

the request of the con; or.y, ccnniccr cuch Modification.

T>:R>:3 you INT^^T on. co-.'TiubUTici.'s

11 -It is a condition of receiving contributions that the company shn'. 1 a.*r»c : 

x^ay f\nnx:ciD compound interer-t on such contributions at the hirhi-r Tuilij '.vc->:-? Lc 

Board (F.vI.B) annuity rate for a 10-15 yc-ar loor. in force on the dr. t.e roy.~p;:«, of 

cort tribr.tion is made by the Department plus one half percent?.rc 'j.o:nt, in the 

event that repayment of the contributions becomes due. (Changes in the !'W1? rei 

are notified in the London cnc ICdincur/rh Gqr.cttos). V/hvre a series cf cor.-.ri Vu- 

tions are race in respect of a prosrar.rce each tranche will be or the ay; rcr.Tioto 

interest ) % c*»te. When the acc'or.ulated interest on a tranche hr.t> re;sc:.cd ,-. rctol *. 

20?' of the value of the tranche further liability for intercut cr. thr.t trr-r-.-rhe 

shall cease.

12 If an obli^ntion to nake imriodiate repayment ar-ises a? r< result of cr.^.-.crci 

production (see Parn 8a above) and if ti:e cor.pr;ny no wishes the J>jpartncnt v.^y 

agree to receive- repayment by inotalment.T. In r>uch casor. a loan will cc icr^vcJ 

by afr£;ro-;.:.tini5 t!.e total of contributions made in respect of the vrcrr:,r.~:c with 

the total of intercut cutfitandin^ at the date .cori^orcial j.-ro due tier, bcf.iri.*. 

Simple iiitcrer.t will le payoblc on the loan. The y-.-arly r;.te of ir.ier: :-'. vii}. \ 

the lii^her K-.'I3 ni.r.uity rr»te for a. lu-15> yc-.ir- loan in force at the tine th^ Ion: 

is fcrr.C'd plus one half p.". rcer.tr^-o poir.t. Jurir.fr tho repayr.cr.t period r.unh

t will be* ch'tr/red on ti.o V'-iicnco cf the loan from tine tc ti-.e o'.:'. r-' -.n--ii!.

15 I'i-.'^i'i-.-r.t of the fiiv.t ii.Mnlrvnt will borav.o i-.\:e nnd p/iyaMo eir.l'toen r.or.'.':v 

after co::..-nercial prouxict ion be,-.i.::.s nnd o;ic)i ra:b:-o(;vjc'r.t in.'ii nlc'ont r>\ tv/'-.lvo r.^r. ' 

vala theronftor. Apart fron- tlie fir.ol inrtnlnent ench ar.nvial rop.'r/ir.cn" '»'
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/'lot V'. Ic.'.u tl. .:. ''J, of tii'.1 net real ir.nl K- v,»lvn»" oi' tiny r.»n-T'.l.s <- /.t r.<>:\."ii m 

Vr.f yi-.'ir riul'. :i>' six month ; b'-foro the- due <J.«to of tho re) -.-v.-ir.t r"pny::."iit, or 

r.\»ch :.un »:; i-.«V Ic r-'quirod to f.ay the intoro.'.t outr.t.'iftdinf. at tho iiuo date of 

r«/i-«ynont, win thevvr in p-o.-»tcr.

v -';;-/;iM<JYY

l'» <\j;n:fru'Mt by the lV"j'jrti'..eiit to vlorori'f-v! rt-payra^nt t.rc.i:i,xi'ri"'it;\ will ln»

i.ul»;/;Ct to tho provision by tho ro.-npnny of f.ufiror.toe.o or .security nde»}u;.tt l.o

cr.Mivt: pnyr.i'nt of the outfitar.dinj*. debt.

ov:::.-..r.r.IP OK INVWATION

3^» JjiformjiV i.on c.r-itiing out of opor.-itions on o pro^jvimr.e sh rili bocoirc the 

property 'of the JXjpartmer.t r*nd noy be public)ied:

a if tho company ic in breach of any of the conditions of tho fichor.e ;

 b if foUlowiug terninntion of work on the pror;rar.;.Tie by the company,

the Dc-partr.ent at tho request of the corpcny (r.ce paragraph '1 nbove) hnr. 

notified the company thot it ic released from any liability to ropny 

contributior.5 received in respect of the pro^rnrrir.e ,ind for intorc'tit on 

euch contributions, and two years have elapsed from the dote cf such 

notification;

c if twelve yoara have elapsed since last payment of contributions to n

^r^rnr.c; unless the Deportment is satisfied thot minerals in the

ftronme area are being fidequatcly developed.

The provisions of this paragraph will, however, not apply if the ccr.rr.ny r-;-pnys 

:i31 cor.tribuVJons received on the progranro together \dth interest due.

]C Ac; work pnv.i'r-r.aca tho npplicont nny subnit, not noj-e frequent?. y than 'naif 

yearly, ^r-pli^ntioni. for conlri 1 ntionG towo7\is quali lyin;: exprridituro rii-i.rr i oed 

i:i i.;:. j ror.i .'::.. ,. 75. ere t'ippl :'  : . tic:..s rtu.A b«.- .'.upportvci by i.'viivncr '.\.;\(. the 

i"-:, .":.-'.: lure ':...':. tcon incurri d cuvJ th.c. work rj.rrieci out\ Inrotiier with tli'N 

/-.< o) (\-i c.'il .".},} o*. hi"T to'. I'.r.i c-'.x in for; .of" c:i  ' :  i r,i n^ fror. tho pro)'r.")f, n !'^ >l\;r: nr; 

ti.o r«.-l ev.-sr. t . ; oriod (Annex 2 ri-forr.). iwidor.c'.- will nl^.o be required rT;; lo tho

r-.-.i. -.;, ,; 1< valuo" will bo do fir.cci by n.-i-cc-fiu-nt bcv-v.-e:; the '..*  I\'):-^:-.-.M I I. ai.f; 

t w-Jl i,f.; ;-.il3.y near; vhc- acti:,il or u.-o-cd nrt :.rc>0'-..v.:i of r;r.]o <-x -i'i: c: 

'' "'  I'' 1 ;  ) .;   j ii   .:: ; . '! i: ; -.-iol i v-. ; ) r.r th<- co;,r-":'.t i".\ < -. i);rrf.*»f t ,. '. .< » . -  1
' ' ' '   O ..; '  r.';    / ; .; ,( -,(.   ;'i .- ..., 7 - r :_,....., v ; ... . . ,.
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," } Thf fichtv.;c will in r.o WAY- nffcct tho op-vnUon < ! thv wrr-ul r-l:»t\iU>ry 

1^ nt.ni r.,"( n:»«:hi :VM\V . Vho fort thnt a c^Mpiiny i?. rrcr \ vinj*: :\r M M atu'o un.'cr  ,!.«  

:,rV. ' .',!' > will not ror/ovc the n'.'O-d lo obtain  . l.'miu i.j.* prrm nr.imi wli-Ma- :w. -rorr \ M Vo ; 

covi^iily iL v.-ill not lo n vnlid M-p.ur.-.ojit in :ui;'jiorV c>T an :n/p 1. i..--U ion lor i^nt\';  , r. ( - 

j ijrai r.r.io;-. lo iioy that ruoh u:-.:.i:.tai\r.r; is b-sinj; or will \>a f.ivor,.

r.-.f:it .<cL>onrvx !i Council (Nrtluro Cc.r.rcrv;::.(.y) r.nis n-t-; or...i\'i 1: tv for Nature- .vor-.'-rv^t 

r;-.d oit.f; 01 o'.ocinl Scioraific lulero-t. They v.'ill b.v tol<:. in conf i.ie'ice t'.-.o 

location, t.vpv'C. and curntion of tl.o \;ork r-roj-ooo<i by ni.rAicuf.tc . If ti.oy 

ci>ui;i <J'--r th,-it thi; rropOGecl v/cirk nip.ht nffect any of thor>o areas, ts.t- or-p"1 : c;-.r,V wi 

bo cu.keu VG cor.r.ult th-' » or their norm. 10 . In fiuch c^.^e.s fr; y::.on1. cf contri': vi^i r,; 

would l>c- iiubjcct to satisfactory arrnnporr.onts hovir.p boon node for the vortovtct. of 

the work. ;/

23 W.'; tor ;^<" r.ourccr, Hiver authorities in ^r^lntid ar.d '.\aico hnvt: a prir-,;.-iry Oxriv 

to coni.orvo, rodit; tribute linci fi\'.pr.r,ent water resources un-'Jor thr V.'aicr Ker-ovrcc:-; 

Acts 196;/-1971« Coniunies aro reminded particulorjy of Sr-ction ?B of th.e j'x-',3 ^" 

which rccuiros any person who proposed to sinl: a borehole to . ;<:  r-rch for or vorV: 

r.UT.cral.s to ^ive notice, in a forir. prescribed in the V^ter HoRO-jrcc-i, ('.'.i-.-^clH ?.: e^ 

Proviiiionr.) Pc^ulcitior.a 19-"'5, to the apprc'priato river r.ut'r.crity . Cr. rf-crlvSv ; 

notice, the authority nay serve o Cor.ncrvrit.ior. Notice or. the opor-itcr rc-c.uir::v; 

him to toko rcasonoblo steps to conserve voter resources. P.ocip) ,-nts of a 

Conservation Kotice have the ri^ht to &~if>uc.\ to the Secretary of ^':;-. T.-.; for t:v» 

ii'.r,viro!.r.oat. 7her,c roquirer.erit s ore not nocosr.'a'y in 3cotlr: nc. where unuer-rrcu-id 

wnt-.-r ir, o minor source of y>ublic cupply.

} ..:  :.  :.   of Tra,h and Ir'.'.untry
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(c) ill «i(Mi tion, if 1).'.- ;,,<;. 1 i v-ar.t i:. :> Mib.'.i «i i  ' r.V ':i.nrany , ,, co; y c. f 
Iho liii-.v.t ;,uiiil<"j ,i-r;u.. !-..'. oi it:. ultir\;iV«> ].ji-'Mit. ou.-.; 'my   >[..1  .- 
the i»i o-vp of which il forf.'.;; part

(d) V.'hoth'r the corr.pnny or huninf'rr. or ony dirc-cler^ or pnrtr.crr. ;uv 
 cir.r.oci.'il'^i with ;.ny oilier ba^in^os. If no, furl her pr.rliculnrr. 
r.oy bo roqoirod

(c)  ;hot) v.cr the an: lic'-int cor.j>riny' is r-lock or :-: ;,-.reii or tV.o-'O of cm
optiocinted ccrut;ir.y ,'.rc qv:;..lod op. n r^cof.n::-.' >« r^ock cxoJ'.ririfC, ^M 
if .so, c.ivo tl'.c r.r.:.o of tr.o cxc^.unr/*

L\> OF T-D; KXFLCXATIOK i-nojirjr

(o) Har.c by which tho project is known to tr.o c:jip] i cart

(b) !)ctr.ils of cite or address; plon.sc inc]udo t'r.rcs copier, of a r;.n;, 
'or ovorlr.ys (which should be to th>-> scale of ^ r.ilou to tr.c ir.ch) 
indicatir.r: t: -.e boundaries of the are-i to co explored r-r.ci .',ivir, {~ 
jiation ;ii f.rid rof'.-i f-ncc-s (in the ca.se cf pro-,--:ctf.; at £e.- the 
coordir.ntes on >/uvox'f>an cotar. for tr.e aron c'r.oxsld 'oo r.uotoc- '-'.ars c* 
should Vo .'jij;ned i'or identification pur::oi--os by n dir--ctor o: tho 
co.r.pcir.y.

(c) Kincrals sought

(d) Provide three copies of a ocpurc;tc r>tcj'c:'.er.t, v.'ith r-.r-r. or cv^rlnys, 
and }O.C3r:s as oppro]-:-5 f.t c , cf tho re-levant ;cc 1 >>."..y of '.:..  :.n--a, 
c/nowinr exist in< r, vor'^nn.^o, if a:i %v, ar.d ic^t.i?.;;/: nr t:  :  r,;-.-^fic 
target:- (o^, r.i,-..;;v.li r>--d L'.O;:O-O, it.eluding ]od.-::, rir.ti roc-)>hy;,i C.T! or.d 
gooci.cn,ical <ir,o:'\i'l -j v.s otc)

(.'0 Vho ovr.7. tbc rro I'.rr.il. ri:iit:;V

(b) ' .":.,-v tc rr\; hove bc'<-r. orrvr..7'.:<.'. to or.ti<in acc-'T.r, for c-xplorrt

(c) V;}K»t terri; (if zip.y) hnvc bc-ei\ a;;,rt.'fd for wrrkinr the r.iir..-:v

Vn.-tt .'irrai-./on-.tTitG arc be in;: made for pliinninf :.vr::u.sr;ion?
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K3;::;!:Ab '/xrionA'j iou AND i:;v!;';v,".:,:rr GUAtrpr, ACT i '/.».'

C:X.U:C.T :nb AND OVHSU TKCIINICAL m-xwATioi; :<r^'jj.:::i> u:;b::;< .' /.  /ITIOJI 1(0

Co: .j-Mii o.s ncvejitin:* ar.r.j t ,f moo undt/r tb/ Act wi 'J 1 Lr> j t-qui jvd .0 n.-il;.- ov 
to the 1'i'l for Vrar.i :  ;: .:. ion to the \'<'-J\^ (Inat.jtuto of G-olo,'irj.l .''.o ' (..'  ) l\> 
the- pur' ti.'-.f of the {*col C',*ical survey of Gri-at i'ril.'iiri , ;\] J ;'"o) \).'ic ,il i..ii.i 
i i. clu-i  :.,', proco.'. .-^d ;'uat'-rifil i'c\/.t:n^, to '.-A/lor a ; 5 on, cvni uatio:. c)* o; 1 or-iio 
cl> -Vi-lo; -.-i-.-nt on  !'.'  r.urfnco or ur.tU-r.'.rouud ca'-ri'-a out \ j , or for, li.o re .-,; ,ir,y 
inclu^:j-. ;'; r.ajir., plane, rrror^r>, r.octiori.-i, borc-!,o]e lor.".» r .; i\r-n>l o,:\ c.a] r.vx.'iicr. 
r.'.'i, wV.i-rc r»:qiU'.~. vOd \>v 11.^ 1C'.';, roprocontativo iiarr.]: loci o'r r, atonal cc.> \c-»- tc.i 
cr..T--j)j.; the- prO£r«'-i>G of project;;.

Go;., rate returns of i nforr.atioii ore required whore -appropriate i;r, ;-T the

ici.-. of:-

(^) Gcnchcnical maps chowir.p; tho location of St-npling siten and ur.trontod 
en..lyticiil data with, appropriate i.-.np rofercnccv..

(b) Kapc chovj vif; jprocosr.cd data and other natrrial for ur-e in th^ inter­ 
pretation of the. data. ''

(c) Reports on ^cocb.cnical surveys conducted by, or on behalf of, th"

(<0 Borehole analytical lo^r. .

(c) Recxilti; of cherical ar.al.yseG (vet or instrumental) of vc ok r-:.d T.rner 
camples, identi fyir.f tlie analytical siothods cnplo^cd.

(f) Assay plar.s and cec toons. 

GeC)nr.vr.i^cr. Copic-o cf:-

(a) Keco^-ch; of f/.-ophy:."1 cal r/.-arur-f-ri-.-nts actually r.i.'.c'e iuc'icot: r,~ t).v sit'- 
rvad v-.lucc of all. (/.v'.,.i -vatn or.r, , tho redxicti 0:1 and i^-occ-.s^i >>.- p.:oC'd\:. 
ado)ited in co.T.p'J "1 in-: t:.:.iT, o.- otl «_r data to bo- }. rov. drd r::>-.-M- para (b 
belov ar.d full, oetaili; of the ''"\im rr..>nt .'.r,d ojxpcrii.ior.t.il ai /;ir. l-,e;.'''iit: 
utilised.

(b) t'ap:-., j-loni. and yrofile:; .sbowiar, c.coi'by.-.i c.'il i nfor:'-;i t i on i i 1. ^b'' fc>rm 
w';ii c'a it lias Veon iTOCc.v.ed Jcr jyc-l Oj'.i cal and laincral f.:.  .  ;..'.;.. - ;, I oi 
tin.- art-a.

(c) Groph ..T.ical bo;-c-).ole ?o,-,;. and data froiri r'riyr.ical properly l<:'>t;. on 
coll'-ctud j.nociir.i ni;.

iu'port:; on, inc. V.xM n^, tl.>'- rvr;>iltr. of, lalmritory arul/or v'.^.'t pi..:.'. 
'» avi'.-.ti 'f ,'\ t i on.-, aimed at d^ t'.-mini:r   \)u rrcovcrabi 1 i ty <>!' va!\..!  .< f...:.' :" 
<.ii(';/o)' notal;-, wb'-t>i-jr carried out by tar company or by .on.',uMa;,i.;, U- vb 
i' : ;  .. i) y .
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Cr»-,.ion of f.f-rinl photograph.'. oV_rvin;Hi by :;vrv«>yn nv.:,i :,to<l v:;i(i'-r t 
Act o" > :. i..'...ur.-iuc«- that .such phol ivmphn \.-\ll be projiorl^ prc:,<:rv(.-<l t 
held uc ci'i-.oi bl o within (!r".it )'rit<iin«

U:..-V-r .^cotio:-, ?J of tl-.r Hir.ii. . 
of v'.rr <-: .. -. to coi c ;u-,d lei loltc :.i'i::.plo:i. C(,,.,ii.'>.i^.o.'.-; nay :i];;o be ri ci.lrcri 
to j/.ip;-ly to the Ki:") ri'j-roi.or.t.itivo c;i:.-,pli.:, of xij> to .'!>:" of corr )o.,'.)t 
diiiiil ?iy in conti nuoxj.-j Icnpths, or to eupy.iy \\}> to r.5> of other ;-,;myl'-', 
thc- jA'i-po.sc- of record or ex;<i>,i)v>tion, or i'c:-.- c'.ioplay wliM'c i^.o broach o 

'j.ty in involved.
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1. Establi shmcnt and Development

A ) Establishment

The Metallic Minerals Exploration Agency of J;ipan, has had a fore­ 

runner, The Metallic Minerals Exploration Financing Agency, established 

on 20lh of May, 1963i urider the Metallic Minerals Exploration Fim'tircing 

Agency Law (or Law No. 78, 1963) for the purpose of making lo.ins to Japa­ 

nese enterprises for the exploration of valuable or potentially v.ilvable ore 

deposits

B) Development

(1) In 396/1, the name of the Agency was changed to the Metallic Minerals 

Exploration Agency of Japan, and the range of its activities extended 

to detailed geological survey.

(2) In 1966 the Agency was entrusted by the Ministry of International 

Trade and Industry to take further steps to promote regional survey 

activities previously under the operation of the Geological Survey, 

Institute Agency of Industrial Science & Technology.

(3) In 1968, the Agency was responsible for the following activities:

(1) the lending of necessary funds for exploration of metallic mineral 

deposits, (2) the undertaking of geological structure surveys as 

required for such explorations of metallic mineral deposits, (3) the 

guaranteeing of obligations resulting from the raising of necessary 

(4) the collection and offer of data regarding the development of 

metallic mineral resources and the despatch of survey teams.

(4) Since 1970, the Agency has been carrying out cooperative fundamental 

geological surveys in order to help to promote natural resources de­ 

velopment in developing countries «md to exploit their pi omisihg po­ 

tentials.

(5) 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 J.ip.inese enterprises 

are exploring non- fei rous metallic mineral resources.

(6) In 1972 i meeting the need of the times, the Agency will carry out the 

following activities: (1) the inauguration of the sprcifil financing 

system for the exploration of uranium ore deposits abroad on a "repay
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IV
. 

A
iillio

ri/n
tlo

n
 o

f l:tm
d« fo

r r>
o

m
c*tlc 

l:x
|ila

rn
ito

n

A
) 

S
co

p
e o

f th
e P

ro
je

c
t

T
h

e 
ol>

jocllvo ta to m
.ikc lonn« to q

u
alified

 
in

d
ivid

u
al* 

or 
cm

oriirin
e* 

to help ui fin
an

ce th
eir cxplornliO

M
t u

clivlu
c*. T

h
e A

genvy ha* been p
rovid

in
g 

su
ch

 fin
an

cial aid
s sin

ce ill eon
b

lish
m

en
l in I^K

Sj.
T

he term
s and con

d
ition

s of such lottas are ns follow
*:

(1
) 

B
orrow

er*
A

n 
In

d
ivid

u
/il, 

to 
be 

elig
ib

le, m
u*l em

ploy m
ore thnn 

I ,O
O

O
 fu

ll-tim
e 

w
ork

er*; 
an 

en
terp

rl«e 
iim

»t 
lie 

cap
italized

 
at Y

50 m
illion

 or m
ore 

M
I,| em

i>l,>y in
oiv IIInn 

l,i«
i fiill-ilm

f .w
ork

er*.

(2
) 

A
u

lh
orited

 E
xp

loration
 O

b
jective*

C
op

p
er, Z

in
c, 

L
ead

, 
M

an
gan

ese, C
old ore*

(J
) 

L
im

n
 o

f l-'in
n

n
oiig

In p
rin

cip
le, Ihe ratio should beSO

X
or le** of the co»l of exp

loration
. 

In 
sp

ecial ca
*

et, 
w

h
ere 

(he exp
loration

 is con
d

u
cted

 in the are* far 

from
 w

ork
in

g m
ine* th

e lim
it m

ight be ratted
 to 70S

.

(4
) 

In
terest

1 ,y*
 p

er annum
.

(5
) 

R
ep

aym
en

t
In p

rin
cip

le, the lon
n

t ore to 
be. paid Sack w

ilhin >ix y
ea

r*
, in

clu
d

in
g 

* 
on

e year 
d

eferm
en

t. 
In 

*p
ecl«l 

c«»e», h
ow

ever, 
the term

 of re­ 

dem
ption M

ight be exten
d

ed
 to 10 year* w

ith on
e year d

eferm
en

t.

F
iscal Y

ear 
]

h
-«

r^
i 

W
i

I 
1965

| 
1966

j 
1967 

j 
I960

j- 
1969 
1970  
1971
1972

In
v

estm
en

t 
by 

th
e G

o
v
ern

m
en

t

Y
 W

O
 m

illio
n

Y
300

V
200

Y
200

Y
100....-

B
o

rro
w

in
g

*

Y
l.JC

lO
 m

illion

Y
l.7

0
0

Y
1.7IX

)

Y
l',8

0
0

Y
2.C

X
X

)

Y
2

.1
0

0

. 
Y

2
.2

0
0

Y
2
.6

0
0

Y
2
.3

0
0

Y
2.7C

X
)

O
w

ned K
und*

Y
U

X
) m

illion

Y
300 

M 
j

Y
4(K

> 
" 

|

Y
500

Y
600

Y
600 

" 
j

Y
500 

-

Y
700

Y
600 

'

C
) 

S
clin

liilr for 
1-ncM

 
1972

L
oam

 
A

vailable 
from

 
the 

A
gen

cy in fiscal year 1972 for d
o

m
o

u
c ex­ 

p
loration

 
a
ctiv

n
ie*

 
am

ount 
to 

Y
3.JO

O
 m

illion
, 

and are 10 be gran
ted

 in tw
o 

lot*, one for the first h
n

lf and the oth
er for the *econ<

ihalf of the fiscal y
ea

r.

D
) 

R
e«u

li» ncU
tcvcH

D
uring 

the 
n

m
c-ycn

r pcr.o-1 from
 fitcoj year 1963 tlirough fn

<
»l 

1971 

H
ie A

noncy iii'nK
' lixiiin lo l*i r«m

[i<n.n»^ ( 112 m
ir»c$) 

to h
elp

 them
 to »ork on 

evp
lorn

iory tunnel* (toioi len
gth

: 
835 k

ilom
eter*), 

test d
rillin

g (tp
l.it tir|.tl.: 

3>76l 
k

ilom
eter*), ond p

liysico-clu
-n

iicn
t iirc«|tv<:tiiie, over \

r»47  qurtre k
i\o- 

m
i-ter» of Innrf in toln

l. 
T

h
ese ca

teg
o
ries cost Y

iZ
.O

uO
 m

illion
 and Y

22.10O
 

m
illion

, 
52.G

X
 

of 
w

hich 
w

as 
acconm

ioil.iti-'l 
l«y 

O
n- 

A
^

-n
ry. 

l)ii<« 
in

 
rij.i«! 

p
ro

g
ress in p

rosp
ectin

g tech
n

ology 
*nd 

the 
active 

p
u

rsu
it 

of untapped 
r»- 

tou
rce* on the p

iirtof in
d

u
stry, a lotnl of 119.4 m

illion ton
s of ore (cop

p
er-* 

91 m
illion

 ton*; 
lend and z;s>

c--27 m
illion ton

s; 
m

an
gan

ese-- 1 m
illion

 ton
s; 

and g
o

ld
--0

.4
 m

illion
 ton

*) had been n
ew

ly p
rod

u
ced

 by the first h
alf of fi»- 

cal 1971.

V
. 

R
egion

al G
eological S

u
rvey

A
) 

S
co

p
e of the P

ro
ject

TH
« 

rc^
ion

n
l 

gtclogica) 
su

rvey p
roject on cop

p
er, 

lead and zinc o
res 

It carried
 out In the selected

 27 d
istrict* as 

the 
fir»l-*ta&

e 
activity of 

the 
ten

-year 
nattona.1 

eip
lor.iu

on
 

program
m

e 
w

K
icn 

accelerate* 
p

rotp
rctlr.c, 

w
ork* for d

om
ojtlc b

asc-m
rtal m

in
eral re«ou

rces by m
ining com

p
an

ies.
S

in
ce 

1966, 
the 

p
roject In each

 d
ttin

ct h
is b

een
 con

d
u

cted
 by the A

- 

gen
cy to ascertn

in
 Ihe iteoloiitc stru

ctu
re of the d

istrict by m
ean* of geologi­ 

cal 
su

rvey, 
geoch

em
ieal 

exp
loration

, 
airb

orn
e 

m
agn

etic 
su

rvey, 
viriou

* 

ground K
ccphyiiical exp

loration
 am

i d
eep

 «I rue turn I d
rillin

g
s. 

E
xp

en
se* ft 

the p
roject are granted by the G

overnm
ent of Jnpnn to the A

gen
cy.

>lA
*ic geological su

rvey p
roject on tw

o R
aid

-silver m
.nm

jj d
istrict* h

as 

been 
con

d
u

cted
 

U
y 

ihc 
A

gency 
sin

ce 
1968 n« a p

art of the five-year u
rgen

t 

ratton
n

lu
alion

p
lan

on
 tw

elve gold m
ine*. 

E
x
p

tn
io

o
f th

is p
roject have teen

 

gran
ted

 by ih
e G

overn
m

en
t, 

and 
oth

er p
rosp

ectin
g w

ork
* are carried

 on 
by 

m
ining com

p
an

le* at ih
elr ow

n exp
en

se'.

5 -



n>

F
iscal Y

ear 
[ R

egl

H
7l>

1971
1972

ional G
eological S

Y
I.U

'.72:».(»o 

Y
2S

O
.65rt.ou

o 
Y

.T
ir-.W

.t.lxw
 

Y
.U

i),900,0011 

Y
.N

j,»ll5.t)tx) 
Y

4
I4

.2
5
4
.0

0
0

j 
Y

o
,2

lr>,"01> 

Y
7.7<

4.i>
iX

J 

Y
7
.<5

S
O

.«
O

 

Y
7

,7
ll).t>

tH
)

C
) 

S
chedule for F

iscal 1972

T
he 

follow
in

g 
su

rvey w
ork* 

are under op
er.itton

 in 
12 d

istrict*
 b

ein
g 

con
tin

u
ed

 fivm
 the pre»'eilm

g y
ea

r.

fh
otogram

in
eirlc m

apping 
1,975 sq

u
are k

ilom
otrr In d

istrict*

2.49O
 squ.irc kilom

eter* In 9 d
.strict*

 
3
,2

<X
) square kilom

eters In 6 dli>
tricl* 

10,000 line kilom
eters In ,t clisirlct* 

10 line kilom
eter* In one d

istrict 
100 line kilom

eter* In one d
istrict 

10 hole* 11,300 m
eters in 7 d

istricts 
D

etailed 
gravity 

eiplorntion 
and 

one co
re d

rillin
g
 are conducted for 

exploration of gold deposits tn 1972.

G
eological survey 

G
ravity exploration 

A
irborne m

ugnrnc nurvey 
S

eism
ic exploration 

H
lecirlc evplorntlon 

S
ti-uctum

l d
rtllin

s

D
) 

R
e«ult« A

ch
ieved

D
u

rin
g I'll yearn

 <
m

er the b
egin

n
in

g of the p
roject In 

I'X
*. 

B
cologieal 

  urvryi> 
coverin

g 
1^

,049 «]u
n

re k
llom

rier* In 27 >
li»trlcl<

 an>l u
«ln

g p
h

oto- 
£r.im

m
ctrtc.illv-m

.tile 
loji.vr.tp

U
ic 

m
.ips 

of 
17,288 

oqim
re 

kiK
im

eters 
nt 

a 
.«c«le of o-ne 

10 
ten 

th
ou

san
d

, 
£i'ocl>em

ical 
rcconnnK

K
m

nc*" 
»u

rvey 
In 

out* 
J

l-triei, atrb
i'rn

e m
ngnrttc su

rvey of Ifl.S
&

'ltn
e k

ilom
eter* in five d

i»
tn

cl»
, 

gr.ivity exp
loration

 rf 6.J170 «qunre k
ilom

eter* m
il d

iM
rlcin

, d
eep

 eltx
trlc 

roum
lin,; su

rvey of 26 lino lu
lom

etern
 In one d

im
rici, 

«-ei»m
lc exp

lorn
u

on
 of 

99 lin
e k

ilom
eter* in ri>:hi 

iln
tn

c
n

, 
nonic 

»u
rvey of 576 lin

e k
ilom

eter* in 

A
djacent 

area 
of 

tw
o d

istrict*
, 

and 
5

' 
ttru

clu
re, 

tlrtllin
g^

 
of toi.il (H

i,662 
flt<icr» len

gth
. 

F
ieM

 p
eoU

vicol 
n

u
rvey* h

jv
c been carried

 out w
ith 2o,O

O
O

 

m
an

-d
ay goolofik

in
 

of u
n

iver<
ilie* 

m
ining com

p
an

te*, 
p

refoctu
r.il govern

- 
m

en
ti, tn m

oil 
d

latricl* 
and 

con
tracted

 Uy * geological con
su

ltin
g com

pany 
in one t,\*

e.

A
m

ount o
f vork

* con
d

u
cted

 by the 
A

gen
cy In 

the 
b

an
k

 
lu

rv
ey

 o
f tw

o

. 6 -

golil 
titlninii 

'liM
rn

ii 
rntn|iri«.*« to;>ngr«|ililc 

m
«|i;nng< of '1O

 
<-i-i-irr 

kilo- 

m
eter*, 

geological 
survey* 

of 510 square kilom
eter*, 

gcoclicm
uot 

rciu
ti- 

nnlnnnnce 
oU

rvey, 
nnd 

electric 
prospecting 

(d
eep

 
toum

ling and 
irduced 

polnrl/.'iiinn m
>-iliod ) of 6

2
.5

 line kilom
cu-rs.

'1 ho region
al grolo^

tial su
r\ oy in every ilt-.ii u |< i>« - ''< -i !   

i^l I'.-.'l ,- 

m
eniA

l 
geologir 

«et-n
p

 
and 

geoln&
ic 

>
tru

ctu
rei 

o
/ 

the d
i»

ln
et con

cern
ed

, 
anrf con

trib
u

ted
 v

eil to the selection
 

of 
afe&

+ 
favou

rab
le 

to 
activity 

of 
H

ie 

follow
in

g d
eln

tlfil geological r«|'l><rn'ii>n |irn
p

v
t.

V
I. 

D
rim

leil G
eological E

xp
lorn

iion
*

A
) 

S
cop

e of the I'roject
T

h
e d

etailed
 

geological 
evjiloratlon

 
for 

C
groko 

and 
oih

er b
ase-m

etal 

o
res I* 

b
rin

g carried
 out 

m
 the m

oat lik
ely n

rr.ii selected
 liy the 

p
reced

in
g 

region
al geological su

rvey p
roject.

T
he 

exp
lor-ition

* 
have 

to 
show

 d
etailed

 
geologic 

stru
ctu

res 
of 

the 

target a
reis by m

eans of system
atic co

re d
rillin

g
s, geop

h
ysical p

rosp
ectin

g* 

and exp
loration

 tu
n

n
els.

E
xp

en
ses 

of 
the 

exp
loration

 w
ork* are con

trib
u

ted
 by the G

overn
m

en
t 

su
b

sid
y coverin

g 60 
p

ercen
t 

of 
the 

lotsl 
co

st, 
and by p

refectu
ral govern

­ 

m
ents and m

ining com
p

an
ies con

cern
ed

, 
each sh

arin
g 20 p

ercen
t.

B
) 

B
udget

F
i.ca

l Y
ear

G
overnm

ent S
u

b
sid

y 
! 

T
otal E

ip
en

se*

1970
1971
1972

Y
7
2
,0

n
0
,0

i)0

Y
172.73S

.O
W

 
Y

2<
'8,020,i»/i 

Y
2«o.93j.'>

»>
 

Y
4

0
9

.5
3

0
.W

 
Y

561.S49.O
iK

)
Y

9^.9 13.000

C
) 

S
chedule for l:i*cJl 

1972
T

he 
follow

in
g 

exp
loration

 
w

ork
s arc b

ein
g op

erated
 in n

in
e d

istrict*
, 

 U
 d

U
trtcls of w

hich are con
tin

u
ed

 from
 th« p

reced
in

g y
ea

r.



C
om

bined gec>
|>

hy(irnl pro«p.-<
-|inR

» In fo
u

r d
t.ilrU

-ls;

C
i'iivuy i-», 11 <HM

 I Ion i>C >
' M

.U
.II-O

 kiloiiH
'ier* in tw

o d
istrict*

 

N
'-ignetic ex

p
lo

ratio
n

 of 60 sq
u
are K

ilom
eter* in fo

u
r d

istric
t*

 

r.Icciric ex
p

lo
ratio

n
 o

f t*O l,n
c k

ilo
m

eters m
 T

our <
li*

ln
cls 

U
xplor.inon tunnel e>f 2,£fl(> lin

e m
i'l«V

« in tw
o iliv

iricia 

E
x
p
lo

ratio
n
 d

rillin
g

 of 103 hoi**, 57,000 lm
<

 m
eters, in eig

h
t d

ld
ric

i*

D
) 

ae-u
lcs A

chieved

D
uring live eig

h
t /o

a
r*

 *m
ce the beginning 

of 
Ihe 

p
ro

ject in 
19W

, 
&

&
3 

d
rill h

o
iei 

(to
tal len

g
th

, 2
1
3
.,iff) m

e
te

rs), g
rav

ity
 ex

p
lo

ratio
n
 ( to

tal a
rris

, 

SO
 sq

u
are k

ilo
m

eter*
 ), 

and ex
p

lo
ratio

n
 tu

n
n
el*

 (lo
in

 I len
g

th
. 2

,,1
5

" m
ctcre) 

w
ere . .irrte«! otii ,u n coul o

f Y
^
.S

"
1 m

illion in llie selected
 12 d

istric
t*

.

F
rom

 
ex

p
lo

ratio
n

 
w

ork* 
of the 

p
ro

ject 
em

erg
e*

 ihe d
etailed

 g
eo

lo
g
ic 

stru
c
tu

re
! of co

n
tro

lled
 lo

calIzatto
n

 of o
re*

 In en
ch

 selected
 a

re
a
, and ibua 

h
elp

in
g
 to stim

u
late nnd sp

eed
 up the p

ro
sp

ectin
g
 activ

ities of m
ining corn- 

p
an

ic*
. 

In the co
u

rse o
f the p

ro
ject, new

 o
re reserv

e*
 of m

ore than 60 
m

illion ton* A
nd p

o
ten

tial o
re*

 of 65 m
illion to

n
*
, w

ere d
isco

v
ered

 by iha 

su
c
c
e
x

fu
l p

ro
sp

ectin
g
 w

o
rk

 o
f m

lm
ng com

panies*

V
tt. 

F
und* fo

r E
x

p
lo

ratio
n

 and G
u
aran

tee of L
iab

ilities la O
th

er 
C

o
u
n
tries

1. 
L

oan fo
r O

v
erseas E

x
p
lo

ratio
n

A
) 

S
ccp

e o
f ihe P

ro
ject

T
h
is fund ha* been estab

lish
ed

 on 1963 to finance o
v
erseas ex

p
lo

ratio
n
 

of JapA
nesc 

m
etal 

raining 
co

m
p
an

ies. 
A

nd th
is y

e
a
r, 

the 
sp

ecial fin
an

cin
g
 

sy
stem

 ( I.e
., 

the fin
an

cin
g

 system
 on a "rep

ay
 on /o

u
r su

ccess" b
a
sis) h

as 

been new
ly in

tro
d
u
ced

 in o
rd

er to
 prom

ote u
ran

iu
m

 o
re ex

p
lo

ratio
n

. 

( 1
) 

B
o
rro

w
ers

T
h
e elig

ib
le com

panies are ihoae o
f Jap

an
ese m

etal m
ining w

ho ex
p

lo
re 

o
re d

ep
o

sit*
 la o

th
er co

u
n

tries. 
T

h
ey

 Include com
panies w

ho su
p
p
ly

 

funds 
fo

r 
m

etallic 
m

in
eral*

 
ex

p
lo

ratio
n
 to o

th
er Jap

an
ese o

r fo
reig

n
 

co
m

p
an

iea.

(2
) 

A
u

th
o

rised
 E

xploration. O
b
jectiv

es

C
opper, lead, lin

e, m
anganese, uranium

, nickel, bauxite, and chrom
e 

o
res.

(3
)

D
istrict*

 ex
cep

t i>outlicn<il A
sia anii oihvrr <

l«*vlu|iinx lu
u

u
li )VH

<
£
) 

P
u

rp
cx

e
T

lu- 
A

goiu-y'* 
lonn 

ulutuld 
lie u««xl to co

v
er er{>

lcr«tion p«|irnd>
iiirtf« 

am
i invo-lnu'iil * to oblain (11114.011 ions o

r ui'liun^ "'f f(|<
lnr>

il|iH
i.

(5
) 

L
im

it o
f rtn

n
n

ein
g

  
In (irin

cip
le, lU

o lo»n<i of tno A
goncy arc w

itlun lim
it o

f S"%
 of 1'iC

 n
-
 

liliirntloii v-«|n-nU
iluro«. 

'Id
o

 li'uit um
y l>c in

ik
.il u|> U> 7"X

 in  >(,.-, i.,l

(6
) 

In
terest

O
v

er 6.5X
 an

n
u

ally
.

(7
) 

R
ep

aym
en

t
T

he lo
an

s a
re

 rep
ay

ab
le w

ithin 
10

of one y
e
a
r.

) 
D

udgci

F
iscal 

if
. -...I 

B
o

rro
w

ed
 j O

w
ned 

Y
ear 

| C
«f>"«> 

1 
M

oney 
J F

und*

19f8

1969
1970
1971

1972

JO
O

 
j 

- 
J 

-

200 
i

too ' 
. 

;
600 

j 
-

1
,1

0
0
 

J 
- 

J 
100

(U
n

n
: 

M
illio

n
 Y

en
)

B
ro

u
g

h
t F

o
rw

ard
 from

 
T

-..I 
' 

T
h
e P

rev
io

u
s Y

ear 
. 

l<"
"
'

. 
100 

 

! 
200 

i
: 

too 
\

W
.5 

' 
63^.5 1

352 
J 1,552 

i

N
ote: 

T
he fi«c«l 

1972 p
o

rtio
n

 in
clu

d
es the *

p
ecial fin

an
cin

g
 

fo
r uranium

 o
re ex

p
lo

ratio
n
.

C
) 

S
ch

ed
u

le fo
r F

iscal y
en

r 1972
L

onn* 
av

ailab
le 

from
 

the A
grm

cy In fiscal y
e.ir 

1972 fo
r o

v
ersea*

 »
  

p
lo

ratio
n

 am
ount to 

Y
l,S

S
2

 m
illio

n
, 

in
clu

d
in

g
 the sp

ecial fund* fo
r the u

ra­ 

nium
 o

re p
ro

H
p
eclin

g
. 

A
cco

rd
in

g
 to

 ap
p
licatio

n
*
 from

 q
u

alified
 p

riv
ate en

. 

le
rp

n
se

s, 
the 

A
gency exnm

m
e* ex

p
lo

ratio
n
 p

ro
g
ram

m
es in d

e
ta

il. 
O

n ap
­ 

p
ro

v
al 

by 
the 

A
gency, 

th
e financing co

n
tract*

 w
ill be ag

reed
 an

d
 lo

an
s »

ill 

W
 M

ade. 
T

h
ese lo

an
s a

re
 free from

 an
y

 »et o
r fixed co

n
d
itio

n
 «» reg

ard
in

g
 

the tim
ing o

r am
ount.

O
 

rH
 

CM

- 
9 -



2. 
G

ui>r«ntee of L
iab

ilities

A
) 

S
cop

e of the P
roject

'th
e 

A
gen

cy m
ny 

guA
rnittec debt* 

of jn
p

an
cae 

en
terp

rise* 
for 

th
etr 

ilcvolo|M
u»M

it i«f iiu-ifll m
in.-n 

in 
cilu

-r 
tviin

irii**. 
T

ho A
gen

cy 1m
s been ren

­ 

d
erin

g s.,eh
 serv

ice sin
ce fisca

l yen
r I960.

(1
) 

C
u.ir.iiiK

>?*

T
in- ell^

ih
lo 

fiiit'i'iiriK
V

* m
v I|IO

M
- of ilu> jii|inni.>«o iiu-ltil 

m
ining 

w
ln> 

n
rr, or w

ill b
e, engaged in ihe m

in
in

gof m
ciA

llic m
in

eral* A
nd related

 
or? d

ro
n

in
g
, 

nm
rlun,; «nd oth

er a
ctiv

ities in oilier coiin
irlc*. 

T
h

ey 
in

clm
l? th

ose J.-ipniu's? com
p

an
ies w

lio su
p

p
ly fum

ls of m
vlA

lllc m
ining 

d
evelop

m
en

t 
«nd 

reln
ird

 
a

ctiv
ities to oth

er Jap
an

ese or foreign
 com

- 
p

an
ies.

(2
) 

E
lic.ll.le L

iab
ilities

T
lie eligib

le iiah
iln

ie* «re due lo fund* 
for m

etallic 
m

ining d
evelop

- ' 
m

.-nl and A
ctivities In oth

er eou
n

trle*. 
C

red
itor* A

re 
U

nnkt and 
oih

er fm
«n

ci*l m
ililu

tio
n

i.

( 3
) 

A
u

th
crited

 M
ining D

evelopm
ent O

b
jecliW

*

C
eiv

cr, leA
d, tin

e, m
an

gan
eie, ur«ntuM

, n
ick

el, 
b

au
xite, and ch

ron
e 

o
res.

(4
) 

L
im

it o
f flu

A
rA

n
te

e

In p
rin

cip
le, the A

gen
cy n»Ay ftuA

ranlec up to 80* of in
d

ivid
u

al lu
W

ll-

C
) 

S
ch

ed
u

le for T
itcn

l ye*r 1972
1h

« 
A

vailab
le 

guar.intu* 
ol 

iiiiltillliox in f lien
 I yw

tr i072 i' v.-iln.M
 nt 

Y
38,700 m

illion
, 

in
clu

d
in

g w
hat hn« U

c.cn brought forw
ard

 from
 the p

reviou
s 

fu
cn

l year. 
A

ccord
in

g to A
pplication* from

 q
u

alified
 com

p
am

e*. the A
gen

cy 
exniiiinc* tU

-tniU
 

of llioir 
d

evelop
m

en
t 

p
rojrct* and 

oth
er 

fa
cto

rs. 
If 

the 

A
R

cn
cyap

p
rove* of th

eie, gu
aran

tee tru
»l con

tracta and gu
aran

tee con
tract* 

w
ill lie A

greed
.

D
) 

R
esu

lts A
chieved

S
in

ce 
fm

cn
l 

yrn
r 

19tS9 (n
o
 ^uA

rA
ntre 

in fl'c
il 

1969), 
Ihe A

gen
cy h*» 

A
flrr?<l guA

rA
ittee tru

st con
tr.icis »nil gu

aron
ter co

n
ir«

ctt w
orth Y

S,322.10O
, 

000 w
ith four com

p
n

n
ies coverin

g td
rcc dcvclciitrtfiit p

ro
v
en

. 
Y

e.ir-b
y-ycar 

 n
d

 d
litrict'b

y
-d

lttrict con
iract* are thow

n a* follow
ed

.

A
ccu

m
u

late* 
T

otal 
:

5.763

F
iscal 

| 
z
,

r.

I 
»96$
1969
1970
197»

2,017
2,269
2.837

L.

1 
C

h
ile

; 
r

i 
953

i 
r. 6 

1 
7
U

519 

<&6
2,289

| 
3.539 

j 
9,322

_
_
_
_
_
_
_
_
_
_
 

.1
_

_
_

_
_

_
1

_
_

_
_

_
_

N
otei 

R
eduction of gu

aran
tee t* id

en
tified

 by 
A

 m
ark

in
g.

(5
) 

F
ee

0,4%
 an

n
u

ally.

B
) 

liu
d

get
(U

n
it: 

101) M
illion

 Y
en

)
'< 

J
-U

C
ll

i
1-ii'S

; 
1

9
7

0

1 
1971

( 
:«»72

' G
u

aran
tee'

N
ew

ly 
; 

' In
v

ested
 

!

' 
1

' 
* 

i
. 

7 
j

! 
i' 

i
: 

10 
. Fun.1

T
o

tal1i112232

i 
G

u
aran

tee 
L

im
it

I 
A

ll-o
v

er
-1  
 
 
 
 
 
 

i 
10

1 
40

\ 
165

3.M
)

N
ew10

30
125

165

" W
rought- 

I 
fo

rw
ard

 
|

' 
i

10 
'

5 
i

107 
1

j 
-SO

 
j 

ISO 
j 

237 
|^

A
vailable

1040
IJO

272

N
ote: 

i ) 
A

ll 
gu

n
ran

ire 
fund* are ia

v
etied

 from
 th

e In
d

u
n

tru
l lA

vent-
m

onl hpociA
l A

ccou
n

t.
ti) 

T
he ftuA

rantee lim
it i« lStim

«i>  ccu
m

u
U

trd
 lo

tn
lo

f guA
ranic* 

fund* (it h
i* been 10 tim

e* up to fitca
l 1969).

  
1

0
.

V
ttl. 

O
verseas G

eological S
u

rvey

A
) 

S
cop

e of the P
roject

F
rom

 1969 on
w

ard
, 

th
ere h«* been

 on
e m

ajor branch w
hich is re»p

on
.

  title for stim
u

latin
g o

v
ersea

s exp
loration

s in 
support of th

ose Japanese m
in­ 

ing in
d

u
stries 

w
ho 

find th
em

selves con
fron

ted
 w

ith nvnny d
ifftcu

lliei, 
fin

an
­ 

cia
l and K

ch
m

cn
l.

It 
ap

p
lies 

m
odern 

p
rosp

ectin
g 

tech
n

iq
u

es 
recen

tly d
evelop

ed
 

in 
all 

p
h

ases; 
it p

ion
eer* everyw

h
ere att over ihe w

orld
 tn search

 of u
n

d
ergrou

n
d

 
m

in
eral w

ealth
 sn

ll unu,i»e>
l; 

and 
its 

h
igh

ly orgftru
ted

 
eyp

lor«tion
 

system
 

h
as ach

ieved
 a num

ber of rem
ark

ab
le d

isco
v

eries up to n
ow

.
T

h
e target area* are selected

 by its ow
n p

rofession
al 

staff*, 
evalu

at­ 

in
g th« p

oten
tialities o

f m
etallic 

m
in

eral 
reso

u
rces 

w
ith carefu

l 
stu

d
y of

 liltin
g

 in
form

ation
 from

 variou
s p

oin
t* of view

.



A
lthough xuliM

tlif* from
 thcG

ov.T
nroent T

reasu
ry a

rt ap
p

rop
riated

 for 

ih
e»e p

ro
jects. 

It is 10 bo noted ilm
l A

ll the asp
ect* of raeb

 u
n

d
crin

k
in

g are 
en

tirely under the con
trol of the A

gen
cy,

T
er ihe p

ro
m

ism
c a

re
a
s 

identified l>y such b
,iiie 

su
rv

ey
*

, how
ever, in- 

U
*ti»iw

 i.<!lo» . j,> »
o
i k* «

rv
 ui bo »uccov«Je«l by p

riv
iiie coni|>

«nica in
v

o
lv

ed
.

O
f 

sl--f 
e»p,-rv»c* 

of 
ih

ese 
activities 

ihe G
overnm

ent T
reasu

ry con
irt- 

!K
II<» 

i»
o

-in
ir.U

 
( SI", Tor d

rillin
g

), 
A

nil prtV
A

te en
terp

rises nhnre w
ith th

e 
b

sian
ce. or cn

e-ilu
rct ( rjV

i for itrillln
c V

a* follow
s:

O
v

erall cxiicm
Jliure 1m

 .1 com
e to Y

l .W
U

. 0
7

0
. 0

0
0

.

Y
J7

4.023
.00

0 
Y

6
3
5
.I2

9
.0

0
0

C
) 

S
ch

ed
u

le fcr F
i.c»l 

1972

N
in

e 
p

ro
ject! 

(ire 
In

corp
orated

 
In 

Ihe 
sch

ed
u

le 
o
t 

1972; 
six are ex­ 

ten
d

ed
 from

 p
reviou

»ye*r and th
ree h

ave been n
ew

ly Inunchrd In flue A) 1972.

T
h

*«e n
in

e p
rojects w

ill co*t Y
6

j5
,1

2
9

,0
0

0
 tn total, 

«n4 com
p

rtie th
e

C
. ) 

A
irU

irn
e m

*;t,etic su
rvey

(2
) 

C
'oloisic 

in
terp

retation
 of seria

l
p

h
otosr«p

««

(?
) 

G
round m

^
si.etlo 

su
rvey 

(
i)

 
tnducetl p

cU
rl/A

iion
 *u

rvcy

(5
) 

C
eolc^

lc 
recon

n
n

lin
A

n
ce and 

d
etailed

 su
rvey

(6
) 

C
erch

en
U

'«l »u
rvey

(7
) 

D
rillin

g

9.2O
O

 lin
e k

ilom
eter*

9.C
O

O
 nquare k

ilom
eter* 

60 lin
e K

ilom
eters 

5
6

.5
 lin

e k
ilom

etrrt

.1,090 sq
u

are k
ilom

eter* 
<k>.000 unm

plet 

9
.1

7
0

 m
eter* (5

0
 »lt<

»)

0
) 

K
e«u

ltt ach
ieved

S
in

ce 
In

 
Inception 

in 
fiscal 

year 
19&

S, 
the 

num
ber of p

roject* eon
- 

d
u

cted
 

u
n

d
er 

thl* 
*u

b
<

id
n

ed
 

exp
loration

 
profim

m
m

 
h

at reach
ed

 len
, th

eir 
cb

iectlve 
b

eu
ii 

»«ver.4l 
k

in
d

s 
of 

m
e'n

llic 
m

in
eral*, 

such «
  cop

p
er, 

tin
e, 

lead
, 

n
tck

cl A
nd b

^
u

m
tc. 

O
f th

ese, 
four p

ro
jtcu

 h«v« been com
p

leted
 «nd 

»ix arc 11 ill in p
rr-ftrrst. 

T
he total area covered

 by th
e*e p

roject* am
ount*

A
irb

o
rn

e m
.iancllc 

su
rv

ey
 

G
eologic m

irrp
rein

tio
n
 of aerial 

.

1 12, 06O
 lin

e k
ilom

eters

G
round m

«R
nelic 

su
rv

ey
 

90 line K
ilo

n
rteri 

C
rn

v
iiy

 su
rv

ey
 

rj.<
1 «qu >re k

ilo
m

eters 

Inrlui-pil |>
oliiri/iiiion »

n
rv

,'y
 

LIM
..A

 line ^iln
n

ct.-r*
 

G
eologic 

reco
u

n
n

l«
«

n
n

ce and
.leiniti-il «iirv.-y 

;.::.'r «.|»       fcil.-m
.-i.-« t 

G
eoch

em
lcn

l vu
rvey 

lO
l.2'-2 sam

p
les 

D
rillii-rt 

i/.i>
fi tin I. is 

( in
/ ,..,., j 

T
he m

n
joru

y of selected
 

area*, 
a* a resu

lt of th
ese in

iegr.iied
 eip

to>
 

ration
s hnvc l>een n

iic
sic

d
 n« w

orthy of intertsive follow
-u

p
 proK

r.»m
m

e.

A
m

ong 
o
ih

er 
ihinj;», 

nine 
ire

 
e^lim

nied 
to 

If 
e. o

n
o
fricn

liy
 fen

-.,',!*
, 

v
l»

., five co
p
p
er d

e
p

o
'lt'- 

one of ihem
 u

 asso
ciated

 w
iih «m

c 
and leaj o

re«
 

as w
ell - 

and four nickel <
lrpo«ti».

IX
. 

T
ech

n
ical C

oop
ern

n
on

 for M
in

eral K
e«ou

rce« D
evelopm

ent

A
) 

S
c
o

p
e
 o

f ih
e
 
P

ro
je

c
t

T
he developm

ent of m
in

eral 
reso

u
rces 

l« 
a 

verv 
utror.g d

rivir.g force 
In econ

om
ic d

evelop
m

en
t, and afford

s 
tlie 

p
rom

ise 
of 

sp
eed

in
g 

up 
the 

eco
-

In th
is con

viction
, 

w
e 

are 
pushing 

forw
ard

 
lerhnicA

l 
coop

eration
 for 

m
ineral exp

loration
 nnd ff/m

h
iliiy

 stu
d

ies for regie-m
il d

evelop
m

en
t of m

inir.j} 

area* in m
any cou

n
tries.

T
he w

ork of ihe T
e. hnlcal C

oop
eration

 
for 

M
in

eral H
e»ou

rce« D
evel­ 

opm
ent conM

«t» of tw
o su

rveys , w
hich is the C

coloR
icn

i S
u

rvey for M
ir era I 

E
xp

loration
 and the R

egion
al D

evelp
p

m
en

 P
lin

n
ln

jt «%
ur\-ey. 

T
h

e«e «u
r»*y« 

are execu
ted

 on grnnt lm
si< w

ithin the frn
m

ew
oixof econom

ic coop
eratior. of 

Japan. 
T

he form
er started

 In fl»cn
l yen

r 1970 and the latter in fiscal year 

1971.T
he avm

s of th
ese 

su
rv

ey
s are a* fo

llo
w

s: 

( I ) 
G

eo
lo

g
ical 

S
u

rv
ey

 fo
r M

in
eral 

E
x

p
lo

ratio
n

In resp
on

se 10 req
u

est* from
 

ihe 
G

overnm
ent of d

evelop
in

g cou
n

tries 
w

hich are 
con

sid
ered

 
be p

oten
tially 

rich
 

in 
m

ineral 
reso

u
rces, 

the 
tu

r- 
vcv* 

ar* 
carried

 
out 

in 
accord

an
ce 

w
ith 

the 
agreem

en
t b

etw
een

 japan and
  13-

CN 
iH

 
CN



e.ivh cou
n

try.

M
'e can coop

erate w
iih d

evelop
in

g cou
n

tries at nny stage o
t the. w

ork
s

(a
) 

S
u

rvey c-n region
al ap

p
raisal of m

in
eral reso

u
rces

(b
) 

R
cce-nnai<

««nce of favou
rab

le areas for m
in

eral reso
u

rces 
  

(() 
S

u
rvey on su

rface ap
p

raisal of favou
rab

le K
irgoi u

reas

(d
) 

T
h

ree d
im

en
sion

al su
rv

ey
o
r favou

rab
le target areas

(e
) 

E
conom

ic evalu
ation

 and planning of m
m

* d
evelop

m
en

t
T

hese su
rrey is ea

rn
ed

 oul as a ru
le In th

ree or four y
ea

rs in each
 a

rea
. 

I in< ri'.-u
h

- ol' iIn- «ui-v,.-y 1,1-0 an
alysed

 
and 

com
p

iled
 through d

iscu
a-

slcn
 w

ith the exp
erts of you

r cou
n

try in. jap
an

, 
and the rep

ort Is p
resen

ted
tc the G

overnm
ent of you

r cou
n

try.

It 
l» 

e»prrt<
tl 

ihni 
ih

is 
su

rvey 
w

ill 
a
v
rflcra

ie 
m

in
eral 

rfso
tirrj1*

d
evelop

m
en

t 
in 

the 
d

evelop
in

g 
cou

n
tries 

and at Ihe sam
e tim

e p
rovid

e them
w

ith
 fu

n
d

am
en

tal rfnla O
n 

sta
rtin

g
 p

oin
t o

f eco
n

o
m

ic*
! d

ev
elo

p
m

en
t,

(2
) 

R
egion

al O
evelopm

eni P
lan

n
in

g S
u

rvey
In 

resp
o-n

ie 
lo 

req
u

est 
from

 
the 

G
overnm

ent 
of d

evelop
in

g cou
n

tries 
»hici» h;»ve the m

ines w
orked 

by 
a 

Japanese 
m

ining com
pany Jointly w

lili Ihe 

cou
n

tries, 
su

rveys 
are 

carried
 

out 
in 

th
ese 

m
ining a

rea
s. 

T
he 

d
etailed

p
eeled

 
to 

be 
u

sed
 

for 
the 

prom
otion 

of 
sound 

social d
evelop

m
en

t 
of th

ose 

a
rea

s.'A'e b
elieve 

that ou
r tech

n
ical coop

eration
 w

ill b
rin

g not on
ly econ

om
ic 

p
rosp

erity 
but 

also a 
b

etter 
frien

d
sh

ip
 

b
etw

een
 the cou

n
try con

cern
ed

 and 

jap.tn.W
e should lik

e to p
rovid

e as m
uch tech

n
ical coop

eration
 a* p

o
ssib

le to 

resp
on

se lo th
is n

eed
.

B
) 

B
udget 

(I
) 

G
eological S

u
rvey for M

in
eral E

xp
loration

F
iscal Y

ear
A

m
ount

1970
1971
1972

Y
I76.1S4.000 

j 
Y

359.273.000 
Y

S37,{00,000

(2
) 

H
eglon.-il 

D
evelopm

ent W
in

n
in

g S
u

rvey

F
is

c
a
l Y

e
a
r

1971

1072

Y
'2

9
.6

2
0
.0

0
0
 

, 
Y 

U
.O

O
I.'X

*) 
i

C
). 

S
ch

ed
u

le for F
locn

l 1972
S

U
.p

rojrrt* n
rr rx

rrlfrt ou
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Ih
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p
roji-cn
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iln

u
rd

 
from
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p
reviou

s y
ea

rs and the oth
ers are th

e new
 p

rojects to he started
 tn 

1972. 

( 1) 
G

eological S
u

rvey for M
lnor.il i:>

|>
lor«ilon

G
eological su

rvey, 
geoch

em
ical su

rv
ey

, geop
h

ysical su
rvey and d

ia­ 

m
ond d
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g
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 but in In
d

on
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P
eru

, 
th

e l'h
lli|>

|»in
«». 

lu
rm
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avid E
th
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ia. 

  
.

(2
) 

R
egion

al D
evelopm

ent P
lan

n
in

g S
u
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S
u

rvey are carried
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e n
orth

ern
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eru
.

0
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R
esu

lt* A
ch

ieved
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l years 1970 and 
1971, 

su
rveys 

con
tain

in
g 

fou
r p

rojects 
m

en- 

ltoned lielow
 w

ere execu
ted

 at an exp
en

d
itu

re of 
Y

S
65.077.0C

O
.

(1
) 

G
eological S

u
rvey for M

in
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T
he follow

in
g th

ree p
rojects 

w
ere 
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t at a cost of Y
5

3
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0
0
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(
 )

 
S

u
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n

d
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lsirlci, In
d
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m
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A

irb
orn

e m
agnetic su
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h
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h
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p
h
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su

r­ 
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l su
rvey and top

ograp
h
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(k
>

 
Y

nurl d
istrict. K

eru ( IS
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)
A

trlxsrne 
m

agrrtic 
su
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aerial 

p
h

otograp
h
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p

h
oiogeology and' 

su
rface geological su

rvey. 

 <
c>

 
M

m
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d
 d

istrict, ihe P
h

ilip
p

in
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.C
T

O
 sq

.k
m

)
H

h
otogeology, 

su
rface 

geological 
su
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and 
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em

ical 
su

rvey.
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) 

K
cgion

al D
evelopm

ent P
lan

n
in

g S
u

rvey
T

h
e 

su
rvey tn 
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e 

sou
th

ern
 

p
art of th

e 
S

tale of S
h
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a, Z

a
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as 
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 at an exp
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se o
l 

Y
2

9
.6

2
0
.0

0
0
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U
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X
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M
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u
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 C
en
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A
) 

S
c
o

p
e
 e-f ih

e
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c
r

T
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X
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R
eso

u
rces 

C
«
n
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l« 
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llectin
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 d
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n
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stio
n
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f m

viu-ral ri-so
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es. 
m

m
tn

; U
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fo
reig

n
 co

u
n

tries and o
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er related
 

m
A

tters on a w
o

rld
-v

id
e  c

o
le

, 
w

ith D
ie 

c
re

a
te

" efficien
cy

. 
S

uch d
ata *nd inform
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g
ed

, 

and 
m

a.le 
avail.-ihie 

to
 
p
erso

n
*
 

co
n
cern

ed
. 

T
he 

C
en

tra 
nl»o 

com
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up 

u
sefu

l 
co

m
p
lem

en
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fo
rm

atio
n

 
and 

an
aly

ses 
o
v
er sen   g

eo
lo

g
ical, en

v
i­ 

ro
n
m

en
tal condition* on the b

u
sts of the m

aterials co
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ese m

ate- 

rw
l*

 .ire p
ro

v
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ed
 tc> the ,>

or»ons eo
n

co
ro

ed
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Ih
o
 

C
en

tre 
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U

s 
w
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w
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C
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m
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y
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n
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d
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o
u
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larg
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reig
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m
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m
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D
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B
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F
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S
ch
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u
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C

o
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n
 ft d

ata A
id inform
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) 

C
o
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n
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u

b
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n
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n
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n
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p
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n
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u
b
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er 

p
u

b
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d
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v
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m
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d
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, d
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m
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m
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m
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f m
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u
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reig
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n
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d
itio

n
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e n
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u
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etal and ih
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C
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d
itio

n
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n
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o
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m
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E
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u
n
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a
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e
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n
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h
it«

 to tb« follow
ing 

six co
u
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.
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v
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C
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C
o
v
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............... 
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T
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g
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e p
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n
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n
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n
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D
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m
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n
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itio

n
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p
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p
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m
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O
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 M
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u
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O
v
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w
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rm
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M
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u
b
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p
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re d
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o
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o
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n

o
m
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o
u
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s o
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er m
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u

n
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ro
m
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o
u

n
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l m
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L
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v
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 m
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e
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m

p
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 re
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e b
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f d
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p
v
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m
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ls in ihe form
 o
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 d
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u
n
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h
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n
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A
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u
n
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SouiK

 A
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e m
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fi«cai 
yr.tr 

i9
7

i. 
m

ining »
p
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u
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ey

 and study m
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n
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n
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u
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f d
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)
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d
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t o
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b
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EXPLANATORY NOTES

Under section 122 of the Companies Act, 
Part II oj that act, entitled "Joint Slock 
Companies General Clauses", applies with­ 
out exception to every joint stock company 
incorporated by an act of the Legislature.

Consequently (his bill contains only those 
provisions which relate to the definition of 
the objects of the Company, the constitution 
of its capital stock, the composition of its 
board of directors, its method of manage­ 
ment and the subscription of its capital by 
the Government.

The provisions made inapplicable by sec­ 
tion 20 relate to 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 it tvill not be exempt from provincial or 
municipal taxation. However, since the 
provincial government is the only share­ 
holder t the Company will have the advantage 
of the exemption from federal income tax 
allowed to companies not less than 90% of 
the shares of which is owned by Her Majesty 
in right of Canada or a province. The 
president alone will have the status of a civil 
servant who for a stated period cannot be 
dismissed^ the remaining personnel being 
subject to the ordinary rules relating to 
private enterprise.

BILL 10
Charter of the Quebec 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:

1. A joint stock company is incorporat­ 
ed under the name of "Quebec Mining 
Exploration Company" in English and 
"Societe quebecoise d'exploration miniere" 
in French.

2. The Company shall have its corpo­ 
rate seat at or in the immediate vicinity 
of Quebec.

3. The objects of the Company shall 
be:

(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 develop­ 
ment, and to associate itself with others 
for such purposes;

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

 I. The authorized capital of the Com­ 
pany shall be $15,000,000.

It shall be divided into 1.500,000 sh-.ires 
of the par value of $10 each.
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5. The shares of the Company shall be 
allotted to Her Majesty in rirJH of the 
Province.

['4<>. The Minister of Finance shall pay 
to the GMiijvmy, out of the consolidated 
icvenuc fund, each yrar for a period of 
ten years, a sum of Sl.DOO.OOO for IfiO.OIX) 
fully paid-up shares of its capital stock 
for which a certificate shall be issued to 
him in return for *uch payment.)]

7. The affairs of the Company shall be 
managed by a bonrd of seven directors 
appointed by the Lieutenant-Governor in 
Council, and they shall be the directors 
within the meaning of the Companies 
Act.

S. The president of the Company shall 
be appointed by the Lieulenant-Governor 
in Council and shall remain in office for 
ten consecutive years.

He cannot be dismissed except for cause 
and his salary cannot be reduced.

He shall be ex ojficio a member of the 
board of directors.

9. Two members of the board of 
directors shall be appointed for five years 
as permanent officers of the Company.

The other four members shall be ap­ 
pointed for four years.

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 years.

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 unexpired portion of the 
term of the member to be replaced.

II. No person shall hold office as a 
director unless he resides in the Province, 
but no share qualification shall be re­ 
quired.

1 li. No director shall liave an imeret>i 
in any mining exploration or operation 
undertaking, or in any undertaking for the 
manufacture or sale of equipment or 
materials used in mining exploration or 
operations, or in any undertaking to 
provide services for such

If a director had such an interest at 
the time of his appointment, or if such an 
interest devolves to him subsequently by 
succession, gift or otherwise, he must 
promptly dispose thereof.

An interest in any security listed on a 
rceogni/ed stock exchange shall not give 
rise to the application of this section, if 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 directors 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 interest therein;

(b) the sale of mineral deposits, mining 
properties or any interest therein;

(c) any additional remuneration to the 
employees of the Company 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 cost 
not exceeding $5,000 in each case.

15. TheLieutenanl-Governorin Coun­ 
cil shall fix the salary of the president 
and of the officers who are directors, 
their additional remuneration in respect 
of discoveries, and any indemnities to 
which the other members of the bard 
are entitled.
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I <». Without ptior .nithnri/Mlion by 
the Lieutenant-Governor in Council, the 
Company shall not:

>a) make any contract for participation 
in the exploration and development of a 
mining properly binding it for more than 
five years;

"0 make any other contract binding it 
for more than {wo years;

(o i-ell mineral deposits, mining prop­ 
erties or any interest therein otherwise 
than by auction sale or public tender;

(</) contract a loan which increases to 
more than $500,000 its total outstanding 
borrowings.

17. The accounts of the Company 
shall be audited by the Provincial Auditor 
once a year and also whenever ordered by 
the Lieutenant-Governor in Council.

IS. The Company shall each year 
make a report of its activities to the 
Minister of Natural Resources.

Su$h 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.

15>. The dividends paid by the Com­ 
pany shall be fixed by the Lieutenant- 
Governor in Council and not by the 
directors.

No dividend shall be declared the pay­ 
ment of \\hic.h would reduce the Com­ 
pany's accumulated surplus to less than 
one-third of its paid-up capital.

20. Sections 154 to 158 of the. Com­ 
panies Act shall not apply to the' Com­ 
pany.

21. This act shall come into force on 
the day of its sanction.
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Report by the Secretary-Geneval-^

INTRODUCTION

1.' The United Nations Revolving Fund for Natural Resources Exploration 
(the Fund) has been created, as a separate unit with its own identity, in 
order to extend and intensify the activities of tho United Nations system 
in the field of natural resources exploration in developing countries, 
utilizing for this pin-pose voluntary contributions and funds generated through 
the production of resources discovered or developed with tho assistance of the 
Fund in such a manner as to ensure its revolving nature derived froir, the 
self-help principles for the mutual benefit of. developing countries.^/

2. The Fund, established as a trust fund by the General Assembly and placed 
in charge of the Secretary-'General, is administered on his beha3f by the 
Administrator of UNDP. The Governing Council of UNCF will bo the governing 
body of the Fund for the first four years at the end of which, according to 
Economic and Social Council resoDution 1762 (l.Iv), the Economic and Social 
Council will review, in the light of the experience gained, the functions 
and institutional arrangements as well as the repayment system of the Fund, 
with a view to recommending to the r or?ral Assembly cringes arid improvements, 
taking fully into account the cor.T/Mts of the govern!*.?, body and the Committee 
on Natural Resources.

I/ This Report has been revised in accordance with recommendations contained 
in the Note by the /di-/.n-.& feral or (DP/329).

2/ See General Assembly resolution 3167 (XXVIII) and Economic and Social 
Council resolution 1762 (L1V).
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3. . In resolution 31&7 (XXVIII), tho General Assembly requested tho Secretary- 
General, in close collaboration with the Administrator of tho UNDP find with the 
participation of tho International Bonk for Reconstruction and Development, to 
prepare operational procedures and administrative arrangements of the Revolving Fund t 
for Natural Resources Exploration for approval by the Governing Council.. This report 
was prepared accordingly.

4. Upon approval of the operational and administrative arrangements by the 
Governing Council and with the availability of sufficient funds to initiate and 
sustain its activities, the Fund will become operational.
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CHAPTER I - OPERATIONS

5. The, operational procedures and administrative arrangements set out below arc 
based on the following premises:

^ (a) The Fund will provide a form of co-operation in the field of natural 
resources to developing countries additional to the assistance available to these 
countries through projects financed under their country programmes within their 
indicative planning fig-ores (iPFs), or through regional or inter-regional projects 
when appropriate.

(b) While the Fund can ultimately become self-sustaining, it must until then 
rely upon voluntary contributions.

(c) When the revenues of the Fund eventually become sufficient for it to be 
self-sustaining, the Fund will provide a means for mutual assistance 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 management 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 Nations system thereby keeping the Fund's overhead costs to a minimum.
Any additional costs incurred by the United Nations agencies in respect of activities
on behalf of the Fund will be reimbursed to the respective agencies out of the Fund's
resources.

7. The Fund is distinguished from other forms of development 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 proceeds of production 
following a successful exploration project.

Operational principles

8. The revolving nature of the Fund affects the operational principles with regard 
to (a) the type of natural resources to be explored, (b) the criteria for project 
selection, (c) the typos of services to be provided and (d) the phased approach to 
the design of projects.

9» The natural resources to be explorod should have a potential market and the 
exploration methods for their discovery should fall within the financial resources 
of the Fund. All types of mineral resources exploration may, in principle, be 
included within the scope of the Fund. Due mainly to the fact that certain types
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of exploration would probably be too expensive to be undertaken by the Fund until 
it has received or earned substantially.larger resources than are likely to bo at 
its disposal during the early stages, it is believed that the Fund should concentr­ 
ate its activities during the initial stages on exploration 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 
development 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 pro-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 utilization of national 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 avenues 
to avoid 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 most promising. Exploration activities will generally 
fall within the following categories and may be initiated or terminated at any phase 
of.the exploration sequence:

(a) Preliminary activities to verify and evaluate geological and related data 
provided by the applicant country ^/ r.nd limited field checking within the area 
or areas said to possess good potential for mineral development \

(b) Technical reconnaissance within the chosen area or areas using photo- 
geological, geocherdcal, geophysical, and other techniques to define more precisely 
targets for detailed prospecting}

2/ 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 
financed from the country's IFF. ' Where a country's IPF cannot accommodate such pre­ 
liminary reconnaissance, the Fund nay in exceptional circumstances undertake n limited 
survey In such a way as to idjntify a potential project area.
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(c) Detailed evaluation including lurgo-scalc mapping of the targets, detailed 
gcochcmical 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. Additionally, limited boneficiation tests and preliminary studies of 
infrastructure, marketing, profitability, etc. may be included.

i
H. The successful conclusion of 13(c) can be defined in regard to most mineral 
deposits as completion of the pre-foasibility phases, e.g., indication of a deposit 
which is potentially economic. Furthor work required to produce the data which, 
when and if viability is established, 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 feasibility study. The data referred 
to above will result in relatively precise definition of tonnages, grades, principal 
minerals and by-products, bcneficiation methods cji<5 recoveries, infrastructure and 
manpower needs, and all the economic elements which will determine the profitability 
of the enterprise. Such investigations require-heavy expenditure 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 
Replenishment Contributions were limited to those proposed in paragraph 20 below for 
the earlier phases of exploration defined in paragraph 13. The Fund could, however, 
undertake feasibility investigations at the request of Governments- in these cases 
special arrangements for reimbursing the Fund for these costs would be required.

15'. An exploration programme may commence with pre-project activities and may 
continue through subsequent phases as favourable results are obtained. Where 
earlier exploration, whether financed by U'NDP or other public or private sources, 
has yielded favourable results, the Fund's activities may commence at a later phase 
in the exploration sequence.

16. Phasing and selective progression, whereby decisions on further activities are 
dependent on technical and economic assessment of previous results, requires an 
objective decision-making capability by the Fund as well c.s authority to terminate 
a project when findings ore disappointing or other circumstances impair its chances 
of success. As the ability tc continue, terminate or modify a project is basic to 
the effectiveness of the Fund, the Project Agreement with the recipient government 
will stipulate such authority. In order to assure recipient governments 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 Fund project. When the 
exploration results of a.Fund project have attracted public or private investment 
interests of a quality and quantity assuring effective achievement of objectives, the 
Fund should be in a position to discontinue its activities while maintaining its right 
to Replenishment Contributions.

Roplonishiaont Contributions

17. Replenishment Contributions i.o 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 
proceeds from resulting production expectod eventually to make the Fund revolve, so 
that its resources will be replenished and the Fund will be able to continue 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 
ions to the Fund (a) only for successful projects when the resulting mines como 
into production and (b) ut rates based on the value of the resources produced, 
limited in tine. These obligations will be set forth in a Project Agreement which 
will be effective for a period of 30 years (see Chapter III).

18. In order to identify the successful projects that may lead to Replenishment 
Contributions to the Fund, the'Project Agreements for exploration activities between 
a Government and the Fund will delineate and define the project .c?.rea to be explored. 
The project area will be declared by the Government a "reserved area" under the 
inining laws of ths country or treated in a comparable manner to ensure the rights 
of the Fund. Such a declaration will not affect existing mining rights. The 
agreement will specify procedures whereby portions of the: reserved area will be 
relinquished by the Fund except for smaller "target areas" of limited size designated 
as a result of the work of the project. The obligation of the Government to make 
Replenishment Contributions to the Fund will relate to all production of natural 
resources wh-ich have been identified in the target areas and reported upon by the 
Fund project. The basis for Government liability for Replenishment Contributions 
will thus be the location of the deposit in a 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 may also provide for the sale by the Fund or for 
the benefit of the Fund of documentation produced by the project.

20. Replenishment Contributions for exploration projects will be at a uniform rate 
of 2 per cent of the fair market price of the reported mineral in its first 
marketable stage at the place where it first reaches such stage, for a period of 15 
years from the sttjrt of commercial production.^ For products valued in the refined 
stage, the Fund and the host country will negotiate the value basis in advance 
whenever it is known that the exploration is aimed at the discovery of such minerals.

21. The 15-year period over which the 2 per cent will be due will be counted from 
the time the mine commences commercial production and will be automatically suspended 
for periods of non-production and extended accordingly. Where economically marginal 
projects may be' prevented from coming into production because of the 2 per cent 
Replenishment Contribution, the Government and the Fund may agree to a lower per­ 
centage over a period longer than 15 years or to the payment of a percentage 
higher than 2 per cent for the balance of the period.

22. It is recognized that Economic and Social Council resolution 1762 (LIV) refers to 
"the need for the total repayment to bear close relationship to the amount originally 
loaned, bearing in mind the need to ensure the revolving nature of the Fund".

lj The relationship between exploration costs for geothermal energy resources and 
tho value of the energy released would be such as to require a formula for the 
rtoplenishr.ont Contribution other than the standard formula referred Lo above. An 
alternative formula for geothernal energy, and probably nlso for petroleum and gas, 
might be developed by the time the Fund is :in a position bo enter those fields.
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23. In exceptional cases, where Replenishment Contributions would roach levels 
considered excessive, Governments may propose to the governing body that it consider 
the application of a ceiling to its total Replenishment Contributions. In comndor- 
ing such a proposal, the governing body would no doubt give due consideration to 
the position of the country concerned as well as to the Fund's over-all financial 
position at the time and to the need for the Fund to revolve.

24.. All Replenishment Contributions will be made in convertible 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 operations or for later when the Fund 
may have reached a more or less constant l^vel 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 become revolving. Nevertheless, certain 
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, each successive 
phase as described in paragraph 13 above generally being considerably more costly 
than the previous one. If all requests received were to involve only first phase 
activities, the Fund could operate in the first years with modest resources. The 
Fund would, however, then have to be sure that its resources would grow rapidly over 
the next four to five years in order to meet the increased costs of later phases of 
continuing projects and the inflow of nev requests.

27. It may be reasonably expected, however, that incoming requests will not relate 
exclusively to first phase activities; some good projects nay concern exploration of 
areas already considered to be soundly selected or investigation of exploration 
targats 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 succeeding phases, 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 be higher than if all requests relate to 
first phase projects.

28. Funding policies of the Fund should reflect the nature of the Fund 1 s phased 
operations. Full funding of projects would bo impractical and would tie up too 
large a proportion of the over-all financial resources available because only a 
limited number of projects undertaken will carry through to subsequent phases and the 
costs of succeeding phases can generally only be roughly estimated as their nature 
and extent are dependent upon the results of preceding phases. The decision not to 
npply full funding, however, can only be m.ado with the understanding that the level 
of contributions in future years will not decrease and that the further activities 
on projects carried forward will have to receive priority over new projects. Thus, 
in general, new projects would have to be undertaken on the basis of additional 
contributions.
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29. Preliminary estimates based upon tho considerations contained in the preceding 
paragraphs indicate that tho Fund could bocomo operational at an annual levol of 
contributions, for tho first years below the $20 million figure used in previous 
documentation. Tho Fund could start a programme of some 10 projects, with new 
projects coming in at a rate of 15 to 20 per year, if contributions totalled about 
£.7 million for the first two years combined, rising to about $18 million for the 
third and fourth years combined. Annual expenditures might stabilize in the seventh 
or eighth year at a level of about $0.2 million for a programme involving some 20 
new projects per year. It should be emphasised that the above estimates are designed 
to reflect a minimal level of Fund operations. If larger financial resources were 
available, the capacity 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 natural resources other than solid 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 the 
time span within which such payments would make 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 manner 
similar to a commercial operation, the income of a commercial enterprise is usually 
derived from diverse sources and is acquired in a manner different from the Fund's 
prospective revenues.

32. Although a certain number of past UNDP-financed mineral exploration 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 germane 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 a revolving fund.

33. Efforts have also been made to reconstruct, in such a way as to acquire compar­ 
able dai,a, the experience of two member States engaged in mineral exploration. 
They show that in circumstances that are somewhat similar to, although not identical 
with, Fund operations, a revolving status could be reached in a period of some 
20 years.

34-. Since the evidence at hand is insufficient to predict the time span required for 
the 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 un^«rlying 
concept of a fund that would revolve within a reasonable period, provided sound 
management is applied and resources are concentrated on promising avenues in keeping 
with the Fund's exploration concepts. Studies made show that by application of the 
Replenishment Contribution indicated in paragraph 20 above, there is a very high 
degree of probability that the Fund would reach revolving status within a period 
of less than 25 yoars.
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CHAPTER II - ORGANIZATION AND MAKAGKHKHT

35. The organization and management of tho Fund should be designed so as to ensure 
maximum efficiency. The Administrator will establish clear lines of responsibility 
for direction of the Fund while maintaining close relationships between it, the UtfDP, 
the United Nations and other concerned international agencies. The Fund will build 
up its own technical and management staff as oxpeditiously as possible and comra- 
ensurately with its resources and volume of operations. In the initial stages the 
Administrator will make all possible use of existing technical staff both in the 
UrtDp and in the United Nations, as well as of available administrative .machinery 
and contracting and other facilities, with appropriate arrangements for roimburscnent 
of their costs from the Fund's resources.

Organization

36. In conformity with Economic and Social Council resolution 1762 (LIV), 
paragraph l(n), the Administrator, in full consultation with the Secretary-General, 
has appointed a Director 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 UHDP 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 UNBP Regional Bureau concerned. It can associate outside 
experts selected for their professional competence in the technical field covered 
by the project. The IBRD will be invitee} to participate fully in the work of the 
Joint Operations Group.

jj The substantive office in the United Nations is tho Centre for Natural Resources, 
Energy and Transport in the Department of Economic and Social Affairs. If the 
project falls within the specific competence of IAEA or other United Nations agency, 
tho arrangements will be adapted accordingly.
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3o. Th(: Administrator, in co-operation with the Secretary-General, may from time to 
time suck on major issues the advice of a panel of exports of international reputation 
in the field of resources exploration.

39. Project decisions will be the responsibility of the Administrator, delegated as 
appropriate t^ the Director. Major project decisions, including those concerning such 
rnattcrs as the manner of execution of projects, the appointment of project managers, 
the award of major contracts and the modification, re-orientation or discontinuation 
of projects as thuy pass through their phases, will be the subject of prior examina­ 
tion by the Joint Operations Group and the Administrator will take fully into account 
any recommendations made by the Joint Operations Group ^>n the basis of huch examination, 
Thus the responsibility of the Joint Operations Group for advising on all major project 
decisions will be integrally related to project management.

40. For each project a project supervisor will be appointed who vill bo fully res­ 
ponsible for day-to-day technical management of the project at headquarters. A tech­ 
nical manager will be designated who will be responsible for co-ordination and guidance 
of the project supervisors. Until such time as the Fund has built up its own technical 
staff, maximum use will be made of the substantive management capability of the United 
Nations.6/

4.1 Similarly, pending the formation of a separate staff, the facilities of UNDP and 
the United Nations will be used, as appropriate for the purpose of recruitment 
of project personnel, award of contracts and purchase of equipment, and procedures will 
be modelled on those in force for UNDP-financed projects with such modifications as 
may be indicated by the operational requirements of the Fund,

Financial manapemi rb % control end reporting

4.2, Financial management and control will be exercised by employing existing staff 
of UNDP during the initial period. Financial regulations will be worked out for the 
Fund based upon these in force in UWDP, modified as necessary.

43  Services rendered to the Fund by personnel of UN11P and the co-operating United 
Nations agencies wil] be reimbursed en the basis of additional costs incurred in the 
preparation and management of projects.

Pro.lect Requests, arrccmonts and field operations

(p.) Requests   . .

44. The Resident Representatives will bo designated as representatives of the Fund 
and be tho Fund's point of contact in the field. All project requests will be presen­ 
ted by Governments to the Resident Representatives, who will forward them to the Fund 
with their own ccuuaents and recommendations.

If the project falls within the specific competence of the IAEA or other United 
Nations Apency, responsibility for teclinic.nl management may be assigned to the 
respective agency,
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45. Where review and opprnisnl of o request or the formulation of a project anils* 
for a field mission, a technical advisor or consultant will bo assigned from existing 
staff or from outside and the costs of such n study or project formulation mission 
will bo included in the project costs if and when a project results from such o 
mission. The mission will, in co-operation with the Resident Representative, assist 
the Government in finalizing its official project request.

(b) Project Agreements

46. Upon authorization by the Adgainistrator a Project Agreement will be negotiated 
with the Government by staff assigned by the Fund under the general supervision of 
the Resident Representative.

47. Project Agreements 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.

4B, 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 provisional approval. Projects provisionally approved by 
the Administrator will be submitted to the Governing Council for final approval.?/ 
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.

(c) Field operations

4-9. During field operations the project manager and other project personnel in the 
field will keep in clos e 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 personnel 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 immediately of any major developments.

2/ Economic and Social Council resolution 1762 (LI\T), paragraph l(e) provides for 
this approval by the governing body. The Council may, however, wish to consider 
delegating to the Administrator approval authority along the lines given for 
UNDP projects generally.
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52. As tho Fund ia not covered by the UNDP Basic Aprcorannts with Govcrnmonts, a 
separate legol instrument (horoin called a Project Agreement) will have to be 
agreed upon between the Fund and 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 Agreement has boon drafted, but, of course, it will 
need to bo adapted from case to case in order to meet specific requirements of 
individual projects*

53. The Project Agreement will bo desired to regulate the mutual rights and 
obligations of the Fund and of a recipient Government. It should be fully consistent 
with the principles of permanent sovereignty of States over their natural resources as 
recognised by the relevant resolutions of the United Nptions General Assembly. 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 under 
the circumstances, and in the wanner, described in Chapter I. It is particularly the 
Replenishment Contribution payment feature with its element of uncertainty that 
distinguishes the Project Agreement from other types of development assistance agree­ 
ments normally concluded within the United Nations system.

54* Unlike UNDP, the Fund will not enter into both Basic Agreements and specific 
Project Documents, but only into a single Project Agreement for each exploration 
project.!?/ This approach is necessary for the following reasons:

(a) Until more experience is gained with some of the Fund's unique features, 
it is desirable to proceed on a flexible c\se-by~case basis rather than to start by 
entering into a large number of Basic Agroc.?.ents with Governments, many of which may 
not wish or be able to receive Fund assistance in the immediate futurej

8/ Uh'DP-assistcd development projects are covered by two sets of legal 
instruments; n:»jneOy, the so-called "Standard UNDP Basic Agreements with Governments" 
and the so-called "Projoct Doeuaents". The first, entered into between UNDP and a 
Government* does noi concern any specific development project but is designed to 
incorporate the basic bohditinns under which UNDP will assist the Government to carry 
out such projects. Tho second, entered into between UNOP, the Government and an 
Executing Agency charged with the responsibility for carrying'out UNDP assistance to 
a specific project, sets forth in more detail the respective responsibilities of the 
parties with regard to the project, The advantage of this approach is that certain 
b^cic provisions (e»(. regarding privileges and immunities or settlement of disputes) 
that ojHen require ratification on behalf of the Government, can be agreed upon once 
and for all with respect to all UtfDP-assisted projects carried out while the Basic 
Agreement is in force.

231



DP/53/Rev.l 
Enplish 
Pa Cc 13

(b) Some of the elements to be included in the Project Agreement may not be 
covered by tho Government's mining lows or othur statutes applicable to the Fund's 
activities so that the Government will need to obtain specific legislative authori- t 
zation or ratification of its agreement with the Fund. This kind of authorization 
or ratification is not likely to be granted on in onen-cno&d oasis but will ur.ually 
be restricted to specific areas and/cr to specific natural resources. Thus, a 
separate authorization or ratification may well be required for each specific project 
in a particular country so that the purpose of simplification sought by a UNDP type 
Basic Agreement could not be achieved.

55. As a consequence, the Project Agreement must not only cover the essential 
elements of both the UNDP Basic Agreement and the UNDP Project Agreement, but, more 
importantly, it will have to include a substantial number of detailed provisions on 
the Replcnishiaont Contribution obligations as well as various other features not 
normally found in development assistance projects concluded within the United Nations 
system. The Project Agreement /nay include provisions on natters contained in the 
following paragraphs 56 to 61.

56. Privileges and immunities: Following the example of the UNDP Basic Agreement, 
the Project Agreement will provide that the Government 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 iiranunities 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 
Agreement will include provisions similar to those used in Project Documents for 
UWDP-assisted projects. Such Privileges and Immunities are designed only to facili­ 
tate the effective discharge of responsibilities of the Fund under the Agreement.

57. Settlement of disputes; The Project Agreement will provide for the settlement 
by arbitration of any controversy that might arise between the Fund and the Govern­ 
ment under the Project Agreement. For this purpose, arbitration clauses similar 
to the ones set forth in ITHDP Basic Agrc-emonts or in IBRD Loan Agreements will be used.

58. Work plan: Attached to the Project Agreement will be a work plan describing 
the work to be performed by the Fund in carrying out the project. The work plan and 
the respective provisions in the Project A^reemrmt will be different depending on 
whether the Fund is to carry out an exploration project or a feasibility investigation:

(a) In case of an exploration nrc.icct. it will naturally be difficult to 
define in advance the kind and the amount of work to be carried out by the Fund as 
well as the Fund's respective expenditure for tho whole project period. The work 
plan will therefore include the minimum work, which the Fund will be obligated to 
enrry out ns the first phase of the Project, expressed in inputs in monetary terms, 
and in objectives to be agreed between the Fund and the Government in each specific 
cane. The work plan should be followed by a broad outline of additional work that, 
based on its findings, the Fund may subsequently undertake. The Project Agreement 
v?i31 entitle the Fund, based on an objective technical evaluation of the results 
obtained in carrying out the exploration project, to decide in its ov/n discretion 
r.t any time whether or not further work is justified, and if so, its nature and
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extent. Whenever in the course of the Fund's activities on a project, qualified 
public or private interests are willing to undertake the further exploration activities 
leading to exploitation in the Fund's project area, the Fund, at the request of the 
Government, may agree to discontinue its exploration activities, provided that the 
Fund will retain all its rights to Replenishment Contributions with respect to the 
exploitation in tho project aren. The Project Agreement for an exploration project 
will only cover the Fund's exploration work; if a feasibility investigation is to be 
carried out (whether in addition to, or without, a previous exploration project 
Fund), a separate Project Agreement will be concluded between the Fund and the 
Government;

of the

(b) In case of a f eaeibil.1 ty inve stir/at ion, the work plan will describe in 
detail the work to be performed by the Fund, and the Project Agreement will provide 
for the Fund's obligation to carry out the work so described.

59- Final report. At the conclusion of the exploration activities carried out by 
the Fund, the Fund will submit a final report to the Government specifying whether or 
not minerals were identified. If a mineral deposit is identified, it vill be referred 
to in the final report as a "reported loineral deposit". A "reported mineral deposit" 
shall be any or all occurrences of reported mineral or minerals having known or 
potenti?! economic value that have been investigated in a proiessional manner to the 
stage where a possible economic potential can be indicated in respect of composition 
and possible grade and tonnage of valuable elements or compounds in the deposit. 
The final report will contain geological, gee-chemical, geophysical, drilling and 
other survey data collected during the exploration work. In particular, the results 
of elemental analysis on all samples will be recorded in the final report together 
with illustrations accurately depicting the typo, location and Rxtent of the sampling 
which may entail pitting, trenching, drilling or other means of access to the deposit 
as determined by the Fund's technical representative on the pi eject. The Project 
Agreement vill provide that the Government shall have an opportunity to express its 
views to the Fund:

(a) As to whether all obligations under the Agreement have been fulfilled 
by the Fund. -

(b) As to its acceptance of the reported minerals listed in the final report 
in so far as their occurrence can be deemed to be of potential economic significance. 
If the Government should iiot a^ree that the report meets theec requirements, the 
Government and one Fund shal] consult as to the measures required and, failing agree- 
nent on such measures, the matter will be submitted to arbitration.

6C . miration of the Pro.lcct Agreement: The Project Agreement will be concluded for 
a period of 30 /oars. As a consequence, .30 years after the date of the Agreement, the

itself and all the rights and obligations of the parties thereunder will 
tcraimte, irrespocidve of whether up to thnt POLIO nt the Fund has received Replenish­ 
ment contributions on a discovery for 15 years, for a shorter period of time, or not 
at all. In addition, the Project Agreement will provide for termination prior to the 
enu of the 30 /care 1 period in the following circumstances:
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(a) The Government will have the right to ask for the Project Ajnreemcnt to be 
terminated by arbitration if the Fund has felloe! to perform its obligations and lias 
not improved its performance within a fciven period of time.

(b) The Fund will have the rip.ht to ask for the Project Agreement to bo ter­ 
minated by arbitration if circumstances (including the failure ox' the Government to 
perform its obligations under the Agreement) 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 exploration activities, it will submit a negative final 
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 right to receive Replenishment Contributions if 
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 3C 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 Pro.lcct Agreement: Both because of the unusual features 
of the Project Agreement and because of its long duration, the Fund will use every 
precaution to ensure that the Project Agreement becomes a valid and binding cbligation 
of the Government. Following the example of the IBRD Loan Agreements, the Project 
Agreement v/ill stipulate that it shall not become effective until evidence satisfactory 
to the Fund shall have been submitted to the Fund showing that the execution end 
delivery of the Project Agreement on behalf of the Government shall have been duly 
authorized or ratified by all necessary governmental agencies. Depending on the 
Government's laws, the ruthorisation or ratification may involve the issuance of a 
governmental decree or a ratification decision by the Government's legislative 
authority 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 toy, and executed and delivered on behalf of, the 
Government and that it constitutes a valid and binding obligation of the Government 
in accordance with its terras.
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Appendix n ORANStAtiCN)         

MINISTRY OF MINING AND METALLURGY 

BOLIVIA

Executive Decree 14549

Gen. Hugo Banzer Suarez 
PRESIDED OF 1KB REPUBLIC

Whereas:
i

Under the Five-Year Economic and Social Development 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 - 
the 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 Exploraci6n 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 
the National Economy and Planning Board at its meeting held on March 
9, 1977;

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 September 12, 1972, the decentralized 
administration has been established as the administrative action 
entrusted to public and semi-public institutions and enterprises 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 exploration 
projects to natural or juridical persons, either public or private, 
find will channel internal and eternal financing for regional 
proipeetien pregrains, the latter te tee e*eeut§d ty §p@§iaili@@ * 
 ta to-controlled agencies, according to the characteristics feet for 
development corporations by articles 78 and 80 of the Law of 
Administrative Organization of the Executive Power;

The development of financial operations of the revolving - 
and contingent National Mine Exploration Fund will generate benefit 
for the economy of the country in general and for the Mining-Msta - 
llurgy Sector in particular, with a high social profitability as a 
result of the obtention of more hard-currency revenues, 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, municipal and customs taxes 
and fees applicable to the fcxortitionof supplies, machinery, 
instruments, equipment, vehicles and any other materials 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 the Rind 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 power to 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, dependent from - 
the Ministry of Mining and Metallurgy, in conformity with Title III, 
Chapter III of executive Decree 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 hereby established the National Mine - 
Exploration Fund as an agency dependent from the Ministry of Mining 
and Metallurgy, entrusted with the responsibility of promoting the
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discovery of mineral deposits through the financing of prospection 
and exploration projects.-

Article 2. The National Mine Exploration Fund shall have the 
status of Public Development Corporation, with legal capacity 
acknowledged by the State and with-management and financial autonomy, 
with its own independent capital and assets constituted by public 
funds assigned by the Supreme Government as a contribution of capital 
and by any property owned by the Fund at the present tine or to be - 
acquired by it in the future, as well as by any other special 
contributions, It shall also have full technical independence for - 
the efficient fulfillment of its purposes, powers and duties, and it 
shall be organized in accordance with the Program existing at the 
present time in the Ministry of Mining and Metallurgy at the level of 
Investment Project,

Chapter II 

DQ.QCILE  

Article 3, The National Mine Exploration Fund, as an State 
agency, is hereby established to exist for an indefinite period of - 
time and with legal domicile in the city of La Paz.

Chapter III 

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 dollars 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 external sources 
through State agencies created for such purpose, and special contri - 
butions received and the profit obtained by the National Mine 
Exploration Fund, 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 the exclusive use 
of the National Mine Exploration Fund, in the amount equivalent to - 
one 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 tho balance existing 
as to the date of this Executive Decree under its Investment Budget 
 XM-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 of funds from internal and external 
sources as well as from the General Treasury of tho ttr.tion chargeable 
to the Fund's account, shall not bind neithor tho assets nor the 
administrative autonomy of tho public agencies and corporations 
performing wine prospection end exploration projects.

Article 8. The National Mine Exploration Fund will apply all 
its capital to the financing of mine prospection and exploration acti^ 
vities, in accordance with its Operations Plan.

Chapter IV 

DEFINITIONS

Article 9. For the purpose of this Executive Decree, the 
following expressions will have the meanings as hereinafter specified:

a) Regional 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 reserves discovered, 
relative to the useful life of the deposit, to the benefit 
which may be obtained therefrom and to the convenience of 
making an investment for the industrial development 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

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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e) To finance, partially or totally, regional prospection - 
programs to be carried out by specialized State agencies;

d) To give contingent credits under special repayment plans, 
for mine exploration projects, to natural or juridical - 
persons, either public or private, engaging in mining - 
activities;

e) To execute contracts for the financing of regional
prospection and exploration programs with any individual 
under Mining Law.

f) 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;

g) To approve, follow-up and technically evaluate regional - 
prospection projects to be financed;

h) To select, control, follow-up and technically evaluate - 
exploration projects to be financed;

i) To approve, follow-up, evaluate and recover investments - 
made by the Fund on regional prospection projects;

j) To approve, follow-up, evaluate and recover investments - 
made by the Fund on exploration projects;

fcX To submit to industrial financing institutions, for
implementation, successful projects financed by the Fund;

1) To make arrangements for the obtention of technical and - 
financial assistance from public and private organizations; 
either national or international or from foreign 
governments;

m) To receive as grants additional capital contributions or 
funds;

n) To participate together with entities of the Mining Sector : 
in the preparation of projects for the promotion of - j 
prospection and exploration activities;

ft) To prepare, by action of its Board, the annual internal - 
and investments budget of the Fund;

o) To designate, by action of its Board, the required
technical specialized personnel, with power to decide and 
fix remunerations consistent with the resi>onsibilities of 
each position;

p) To reinvest in mine prospection and exploration all funds 
recovered by the Rind.
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Chapter VII 

ORGANIZATION

Articlo 12. The National Mine Exploration FUnd will initiate 
its activities 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 executive 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 the Ministry of 
Planning and Coordination, a representative from the Ministry of 
Mining and Metallurgy, a representative from the Bolivian Mining Bank 
and a representative from the Geological Service of Bolivia.

Article 14. Not later than one hundred twenty days from the 
date of taking office, the Board will submit to the Executive 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 prospection 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) Selection, granting, control, follow-up and recovery in - 
revolving form, of contingent credits for exploration 
activities;

e) Contracting directly the services of consulting firms and 
services organizations, either public or private, for the 
execution of the Fund's projects.
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Chapter VIII 

EXEMPTIONS AND LIBERATIONS

Article IS. The Fund is hereby exempted from payment of . - 
national, departmental, university, municipal 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 

PERSONNEL

Article 17. Requirements, rights and obligations for officers 
and employees of the National Mine Exploration Fund shall be ruled by 
the Fund's By-laws and by applicable existing regulations.

Article 18. The officers and employees of the National Mine 
Exploration Fund will be entitled to the social benefits prescribed 
by law for the personnel 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 hundred seventy 
seven.

(Signed) GEN. HUGO BANZER SUAKEZ 
(Signed) Oscar AdriSzola Valda 
(Signed) Juan Pereda Asbun 
(Signed) Ren6 Bernal Escalante 
(Signed) Juan Lechln Suarez 
(Signed) Carlos Calvo Galindo 
(Signed Jaimc Nino de Guzman 
(Signed) Julio Trigo Ramlrez 
(Signed) Carlos Rodrigo Lea Plaza 
(Signed) Mario Vargas Salinas 
(Signed) Alfonso Villalpando Armaza 
(Signed) Albcrto Natush Bush 
(Signed) Guillermo JimSnez Gallo 
(Signed) Guido Vildoso Calder6n 
(Signed) Santiago Maese Roca

THE ABOVE IS A TRUE COPY OF A LEGALIZED TRANSCRIPT.
La Paz, May 4, 1977
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