§3602.12

site containing the materials. No par-
ticular form is required for this re-
quest.

(b) BLM also may initiate a sale
without a request under paragraph (a)
of this section.

§3602.12 How does the mineral mate-
rials sales process affect other users
of the same public lands?

(a) When BLM designates tracts for
competitive or noncompetitive sale of
mineral materials, and notes the des-
ignation in the public land records, it
creates a right to remove the materials
superior to any subsequent claim,
entry, or other conflicting use of the
land, including subsequent mining
claim locations.

(b) The superior right under para-
graph (a) of this section is part of all
contracts and permits BLM authorizes
within 2 years after the date we des-
ignate the tract. BLM may extend this
2-year period for one additional year
for good cause. The right continues for
the entire term of the contract or per-
mit and any renewal term. The supe-
rior right under paragraph (a) of this
section also applies to any subsequent
contracts or permits that BLM author-
izes within 2 years after the previous
contract or permit expires or termi-
nates.

(c) This right does not prevent other
uses or segregate the land from the op-
eration of the public land laws, includ-
ing the mining and mineral leasing
laws. However, such subsequent uses
must not interfere with the extraction
of mineral materials.
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§3602.13 How does BLM measure and
establish the price of mineral mate-
rials?

(a) BLM will not sell mineral mate-
rials at less than fair market value.
BLM determines fair market value by
appraisal.

(b) BLM may periodically reappraise
the value of mineral materials not yet
removed, and adjust your contract
price accordingly. BLM will not adjust
the price during the first 2 years of the
contract. BLM also will not adjust the
contract price during the 2-year period
following any adjustment. However,
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BLM may adjust the price at the begin-
ning of any contract renewal period.

(c) BLM measures mineral materials
by in-place volume or weight equiva-
lent. When BLM requires you to meas-
ure materials, we may either designate
the method you must use or allow you
to choose either method. We will verify
your results.

§3602.14 What kind of financial secu-
rity does BLM require?

(a) For contracts of $2,000 or more,
BLM will require a performance bond
of an amount sufficient to meet the
reclamation standards provided for in
the contract, but at least $500. If you
have a sales contract from a commu-
nity pit or common use area and you
pay a reclamation fee, BLM will not re-
quire you to post a performance bond.

(b) BLM may require a performance
bond for contracts of less than $2,000.
We will not require a bond amount
greater than 20 percent of the total
contract value.

(c) A performance bond may be a—

(1) Bond of a corporate surety shown
on the approved list (Circular 570)
issued by the U.S. Treasury Depart-
ment, including surety bonds arranged
or paid for by third parties;

(2) Certificate of deposit that:

(i) Is issued by a financial institution
whose deposits are Federally insured;

(ii) Does not exceed the maximum in-
surable amount set by the Federal De-
posit Insurance Corporation;

(iii) Is made payable or assigned to
the United States;

(iv) Grants BLM authority to demand
immediate payment if you fail to meet
the terms and conditions of the con-
tract;

(v) States that no party may redeem
it before BLM approves its redemption;
and

(vi) Otherwise conforms to BLM’s in-
structions as found in the contract
terms;

(3) Cash bond, with a power of attor-
ney to BLM to convert it upon your
failure to meet the terms and condi-
tions of the contract;

(4) Irrevocable letter of credit from a
bank or financial institution organized
or authorized to transact business in
the United States, with a power of at-
torney to BLM to redeem it upon your
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failure to meet the terms and condi-
tions of the contract; or

(5) Negotiable Treasury bond of the
United States of a par value equal to
the amount of the required bond, to-
gether with a power of attorney to
BLM to sell it upon your failure to
meet the terms and conditions of the
contract.

§3602.15 What will happen to my bond
if I transferred all of my interests
or operations to another bonded
party?

BLM will cancel your bond obliga-
tions following approval of the transfer
of your interests or operations if the
transferee provides a bond that as-
sumes all of your existing liabilities as
required in §3602.24. However, under
§3602.26, you remain liable for any rec-
lamation or other obligation that ac-
crued during the time you held your in-
terest.

ADMINISTRATION OF SALES

§3602.20 Administration
materials sales.

of mineral

§3602.21 What payment terms apply to
my mineral materials sales con-
tract?

(a) Under a sales contract for mineral
materials—

(1) For sales of $2,000 or less, you
must pay the full amount before BLM
will sign the contract.

(2) When the sale exceeds $2,000, you
may make installment payments. The
first installment payment must be the
greater of $500 or 5 percent of the total
purchase price. If you elect to make in-
stallment payments—

(i) For non-competitive sales, you
must pay the first installment at or be-
fore the time BLM awards the con-
tract;

(i) For competitive sales, you must
pay the first installment as a deposit
at the time you submit the bid; and

(iii) For noncompetitive and com-
petitive sales—

(A) Once you have removed mate-
rials, you must make each subsequent
installment payment monthly in an
amount equal to the value of the min-
erals you remove each month. You
must make the payment by the 15th
day following the end of the month for

§3602.22

which you are reporting. However, you
must pay the balance of the purchase
price not later than 60 days before the
expiration date of the contract. BLM
will credit your first installment pay-
ment to you at the time of your final
payment unless we cancel your con-
tract under §3601.61; or

(B) You may make advance payment
for your annual production based on
the previous year’s production or your
projection of the current year’s produc-
tion, so long as you resume paying on
a monthly basis as required in para-
graph (a)(2)(iii)(A) of this section if
your annual payment does not cover
your actual production for the current
yvear. You must resume monthly pay-
ments no later than the 15th day fol-
lowing the end of the month in which
production exceeds the projected pro-
duction on which payments were based.

(3) You must annually (as provided in
your contract) produce an amount suf-
ficient to pay to the United States a
sum of money equal to the first install-
ment determined under paragraph
(a)(2) of this section. In lieu of such
production, you may make an annual
payment in the amount of the first in-
stallment. If in any contract year you
make production payments that are
less than the first installment, you
must pay the difference between the
production payments and the amount
of the first installment. These annual
payments are due on or before each an-
niversary date of the contract.

(b) If you fail to comply with the
terms and conditions of the contract
and BLM cancels your contract under
§3601.61, you will forfeit all moneys
that you paid.

§3602.22 When will a contract termi-
nate?

(a) Your contract terminates when—

(1) Its term expires;

(2) You have completed production
under your contract or permit and any
renewal, and completed required rec-
lamation; or

(3) BLM cancels your contract under
§3601.60 et seq. of this part.

(b) You and BLM may, by agreement,
terminate the sales contract at any
time.
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