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Los Angeles, 12 October 1967 

FILE MEMO: 

5.0070 
76.0070 

I met with Mr. Walsh yesterday at Chanslor-l.Jestern 
office concerning Peninsula Mining Company's option for lease 
in Yavapai County, Arizona. 

On April 18, 1967 Peninsula wrote to Mr. Rodgers stipu­
lating three proposed changes for the mining lease. Change 2 
requested a very liberal definition of the term net smelter returns. 
I objected to this since Signal wished the definition to include 
the cost of refining, selling and transportation from smelter to 
refinery and from refinery to market. In my opinion net smelter 
return means just that. That is, the royalty is based on the net 
liquidation paid by the smelter. Charges beyond the smelter 
treatment are absorbed by the mining company and not by the lessor. 

As consequence of this meeting, Mr. \valsh will write to 
Signal Oil and Gas, with copy to Mr. Arthur Still, Consultant, 
giving a definition of net smelter returns as follO\o1s: 

"Net smelter returns , " as used herein, is agreed 
to mean the amount of payments received by the Lessee 
from the smelter to which any ore or concentrates derived 
from the Leased Premises are delivered for treatment and 
sale, after deduction has been made for all smelter 
penalties and charges, freight, costs of transportation 
and haulage from the Lease Premises to the smelter. 

The above definition is identical to that of the Union 
Pacific Railroad Company. 

Jr. 



Your C-l5-2-SrP, Ailpat 21, 1967, with cop, to _ • 

........ tina Hr. St.phna' COIICarr". ,. ara.tiDa Pea1Da1il.& 

M1ataa COIap." (S1pal 011 ad Gu CoIIp&ay) ... option for lu •• 

t'll. Y..,.apa1 Cowty, d..ou. 

t Mte that Mr. J. L. ItepheU M. coaevrec1 per i. 

letter to you of AUsu.t 28, 1967. 

Before .,.. ,1:00." further vida '.1aula, 1 would like 

va. B. Clutchf1_14, J ... 



A. T. & S. F. RY, 
RECEIVED 

t\UG 30 1967 

MINING DEPARTMENTl 

LDS ANGELES. CALIF. 

1Ir. Ro 
( 

- IlDORAMDUil -

Chicago, August 28, 1967 

C-102-ll68 

Ref erence is made to your m IIOrandwa da ted 
August 23, 1967 concerning application from Peninsula 
Mining Company (a wholly-owned subsidiary of Signal 
Oil and Gas Co pany) for an option to lease 1800 
acres in Sections 15, 27 and 35-l4N-lE, Yavapai County, 
Arizona for the mining of copper, lead, zinc, gold, 
Silver, platinu group metals, cobalt, nickel, cadmium, 
selenium, mercury, pyrit , pyrrl~tite and associated 
mineral • 

1 concur that we should enter into an option 
for lease with Peninsula Mining Company on the terms 
outlined in the third paragraph of your memorandum and 
~ind the revisions Peninsula has requested in cur form 
satisfactory. I particularly am in favor of the agree­
ment setting out specifically what constitutes "net 
smelter returns n as I think this is highly desirable. 

J. L. Stephens 

cc: r . W. H. Crutchfield 

t 



• A. T. & S.! F .. RY .• 
MIMORA.nUM 

RE CEIVED 

J,\IJG 2 4 1967 

MINING DEPARTMENT~ 
lOS ANGELES, CAUF. 

Mr. J. L. St'-.nss 

Loa An,.le .... AUflWlt 8$, 1961 

flection, 1, t 27 anct 3'. '11". J 

Itt-, Y!!JP10o~'l·' A,J'l.zon-. 

B.~.i tor Option ~cr tea •• 
ttoa .P.nin_lIla JJI!.n!el. ,In"., : 

We •• an ."U t10ll Com Penln8\\la M1nlnc COlIJf.nt ~ • 
00111 owned .@.1d.1U7ot a1pl OU ~4 Gall CC$tl7, tor an OJti0~ 
to lea ••• JJtOxiute~ 1800 aet •• in S.o~1on. 1" 2'( and 3', --v ~ 
~ovn.h1, llr.ol'tb, Banae 1 Ea.", 1' .. .,.,.1 Count)", Arizona. ~ ~ t.£ 

Pen n.w..;:-i. -_eci1ntn.n~lY' up - ~lon1n~~=. 
which is in t. Jtro_ .. C:ot~nWOOd Area (pI . . , ,,04 haft rt'h.1nM 
the servio •• ot ; nen IlinitlC oon.-.ltan'l' of 
fr •• cot't , Arizona. 

In discua.ion .... 'baM hiid witll PeninaUlt.. in tbieb Mr .. 
erutchtiel4 i i ted they lnd:ioa'Hd that taq wo\1l4 .e ilU1nl 

.cClpb) ~th tbr .. ~.vi.iQn., o~ option for 1 .... and. min1nC lea.e 
torm .1_ VI ¥Qrktd out wit.h stan4Vd lIttaU C0rtorat:lt;Jn. which ... 
you know calls t<>r .. ,a. 00 OQn.1d_.tion Jet urt tor the two ,.ar 
oytion. ne mniual •••• ould trort4. tor .. J'o7*lt7 of ,~ ot tb' 
net amelter return. P.ninsula ask_ tb&:t 0-. 1 ..... ~. l"1"f1..e4 in 
tlar ...... ,.. Fir.' J _t the min.edU vb!.b it fr •• '. to 1 .... 
be Q ,i." , oo)l!Jtt J lead, z1n~, lOlA, .11 ..... , ,u.tinUII 
1I'0'9 ... tal., cobalt. niekel,.a.m.i , •• len1um, ..,C\UT, Brite, 
nnhotite ana &a.oci •• ed mtntftl., vh14h 1 ..... WOUld be tor a term 
of tift ,.arB and •• l.ona tQreUter •• comaeroW mlninc 1s conttinued. 
Second, the l.t .... 'WOUlA 1J.,0 baTe.. 1pt ot run .,tual to 
a"otia" tor An,. 0''''1' miwtn-la not "'citic&llr .et out Yllieh were o.e., 
di8~OT~.d dutina 0,.."10nl ~ ~'" t1'1. term "n" am.l~r "turn,­
would •• " out .,.Qitlcall.1 the d.a..t10nl Wbieh ., ..... IIIdI to an"ift 
at the n.t "twn.. 'ftle ded:uotion. Yblch Ptnin.ul.a tropo,,' U' 
st&~ in the ln4u~.-0·--- -

, --- - - . 
• 

W •• .,. "' .. n nel9tl&t1na tor \\\1'e .ome t1lMt Wltb PeninsUla 
on this _tt.t and we do · not t .. 1 in ,004 tt.itb. ~ ". _n v1tbllold 
thtir . "lication, on t .. ount. t.t ft "" m&k1nshl"t . t I u41.. ot 
our fopltJ' .'UUctUJ'e, •• ... bt. ... 1 wi't 0\11. ooapani... Ac~ord1n&l3'" 
.-ecoa,end. thAt the op1ion tot 1.... .., panted to Penin_lIla 'UUd.r the 
t.rId outll.ned .. lIO..-.. Do ro .. c-c:me\U't 

ccu 

T.B.lo4&V. 

V., ft. CrU:t,CJlit1.1.4 ~ / IJnolollU't 7JfIL--
Would appreciate your comments on Signal's 
letter of April 18, 1967. T.H.R. 



Signal Oil and Gas Company 
General offices : 1010 Wilshire Boulevard. Los Angeles. California 90017 

Telephone : 482-0722 • Cable address : SIGOILGAS 

Santa Fe Pacific Railroad Company 
Office of the Land Commissioner 
4549 Produce Plaza 
Los Angeles, California 90058 

Attention: 

Gentlemen: 

Mro T. H. Rodgers 

Re: Sections 15, 27 and 35 T14N, 
R1E, Yavapai County , Arizona 

Proposed Option for Lease with 
Peninsula Mining, Inc. 

C-15-2 SFP 

In accordance with our meeting on Monday, April 10, 1967, the 
following are three proposed changes for the subject Mining Lease: 

10 That portion of Paragraph 1 of the Mining Lease 
which appears on page one should be deleted and 
replaced with the following: 

"10 Lessor, upon the terms and conditions and 
subject to the reservations hereinafter set 
forth, hereby grants to Lessee the exclusive 
right and privilege, to mine , remove and sell 
copper, lead, zinc , gold , silver, platinum 

.. 

group metals, cobalt , nickel, cadmium, selenium, 
mercury, pyrite, pyrrhotite and associated 
minerals hereinafter referred to as " said 
minerals", from and upon the following described 
land situated in the County of Mohave, State of 
Arizona: 

Except a s otherwise herein provided, thi s lease 
shall remain in f orce for a term of five (5) 
year s beginning with the date hereof, and so 
long thereafter as Lessee shall be engaged in 
the production of said minerals in commercial 
quantities from the leased premises, and/or 



Santa Fe Pacific Railroad Company 
April 18, 1967 
Page 2 

so long thereafter as Lessee is pursuing 
development ,>vork, or work preparatory thereto 
with reasonable diligence and continuity, and/ 
or so long thereafter as Lessee ' s development 
or production operations are suspended or 
deferred, all as herein provided o 

If during the term hereof, Lessee discovers 
any minerals other than those included within 
the term "said minerals" (hereinafter called 
"said other minerals") Lessee shall have a 
Right of First Refusal with respect to said 
other minerals as follows~ upon the discovery 
of said other minerals, Lessee shall notify 
Lessor and the parties shall endeavor to 
negotiate a lease covering said other minerals o 

Lessor shall not lease, sell or otherwise 
dispose of said other minerals from the leased 
premises without first giving Lessee written 
notice of the terms and conditions of such 
sale, lease or disposal o Lessee shall have 
sixty (60) days from the date of such notice 
'irJithin which to notify Lessor that Lessee 
desires to lease or otherwise acquire the 
lands described in said notice, upon such 
terms and conditions o In the event of such 
notice by Lessee, Lessor agrees to sell, 
lease or otherwise dispose of the lands 
described in the notice to Lessee o If Lessee 
shall fail to give such notice, Lessor may 
sell, lease or otherwise dispose of the said 
lands to any other person free and clear of 
any rights herein granted Lessee, provided, 
however, that the terms and conditions of 
such sale, lease or disposal shall be substanti­
ally the same as those specified in such notice 
from Lessor to Lessee o " 

20 The following should be inserted at the end of Para­
graph 5 on page five of the Mining Lease: 

"The term 'net smelter returns' shall mean 
the net proceeds received by Lessee for said 
minerals sold by Lessee to a bona fide purchaser, 
after deductions by Lessee for all of the follow­
ing: 



.. 
'" .. , . .. .. .. ;. "" •• '''- -'--''' to: • .JI .. , _ ....... .. . 

Santa Fe Pacific Railroad Company 
April 18, 1967 
Page 3 

(a) Custom ~elting costs, treatment 
charges and penalties~at a smelter, 
mint or other treatment facility, 
including, but without being limited 
to, I ' metal losses, ~penalties for im­
purities, trefining, ~selling, and 

5 transportation from smelter to refinery 
and from refinery to market J 

(b) Costs of rail transportation of said 
minerals from the rail head to a 

v~ smelter, mint or other place of treat­
ment. 

The two points dealing with the extended term of the Mining Le ase 
and identification of the minerals leased thereby with a right of 
f irst refusal to the unleased minerals are treated under Paragraph 1 
above. The definition of "net sme l ter returns" is included under 
Paragraph 2 above . Art Still checked with the Standard Metals 
Corporation people as to any understanding between Santa Fe and 
them as to the meaning of "net smelter returns" under their recent 
Option for Lease with Santa Fe. The definition of "net smelter 
returns" contained in Paragraph 2 above is based upon the advice 
of Standard Metal s to Art Still on their understanding of the mean­
ing of "net smelter returns" in their Option for Lease with 
Santa Fe. 

Very truly yours, 

SIGNAL OIL AND GAS COMPANY 

JOSQi&b 
Attrrney 

JHL:me/mk 

.. 



" 

. .. ~ 

" 

3% when the value of the crude ore mined is 
$12.00 or less per ton. 

4% when the value of the crude are mined is 
more than $12.00 and less than $20.00 per 
ton. 

5% when the value of the crude are mined is 
$20.00 or more per ton. , 

["Net sme It er ret urns,u as used here ~n, ' is 
agreed to mean the amount of payments re­
c~ived by the Lessee from the smelter to which 
any are or concentrates derived from the Leased 
Pr~mises are delivered for treatment and sale, 
after deduction has been made for all smelter 

penalties and charges, freight, costs of 
transportation and haulage from the Leased 
Premises to the smelter J and any taxes attri­
butable to the Lessors' interest in the ores, 
minerals and metals sold. "Net mint returns," 
as used herein is agreed to mean the amount 
of the payments received by the Lessee from 
the United States Mint or other authorized ' 
bullion purch~r, after deduction has been 
made for all postage, express, insurance and 
other handling charges incurred in connection 
with shipment of such bullion from the Leased 
Premises t a said purchaser. 

(b) In the event that the Lessee elects to terminate 
this lease as provided hereinafter, he shall 
furnish to the Lessors copies of all geologic~l, 
drilling, engineering, assaying and other data 
relating to the Leased Premises developed by 
the Lessee in his prospecting and exploration 
hereunder. 

(c) The Lessee shall indemnify and hold harmless 
the Lessors for and on account of claims, 

' demands or liabilitie~ arising out of or in 
connection with the Lessee's activities or 
operations hereunder. The ,Lessee shall 
assume full and sale responsibility for the 
operation and the direction of the work 
done under this lease and no ~mployee or 
agent of the Lessee shall under any cir­
cumstances be an employee or agent of the 
Lessors. 

(d) The Lessee shall perform m~n~ng work done 
hereunder in accordance with good mining 
practicej shall comply with the applicable 
laws and regulations relating to perfoimance 
of mining work on the Leased Premises; and 
shall comply with applicable workmen's 
compensation 'laws. The Lessee shall p~y 
in full for all labor performed upoh or 

'material fur'nished to the Leased Premises 
at the instance or request of the Lessee, 
and shall keep the Leased Premises free 
from any and all mechanics or 'laborers liens, 
except those which he in good faith desires 
to contest. 

-2-
. . ' 
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