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Ohief, Bramch of
Swbjects Weeting in Congressmen Blatuik's offise re Cu-Bi deposits
in Minseseta

Subject meoting held July 7, 21hk$ p.s., ia Boow Shig Nev Bouse Office
Suilding. Present; Ocngressman Jodn A. Klasotk, Otk Dletrics,
M,mm,mm mmimu'm,

! Comipany
' » Socvetary, Been D. Panetad, Asst. V. P.,
and Poil Banft, stvtorasy for the Oompamy, Charles Dtodderd, Bir.
Bur. land Mamagement, Willien Shafer, Chief, Mining Wrunch, MM,
Tom Cavadengh, Soliciter’s office, J. B. Turner, s P. ¥, Guild,

Atser Lrief apming resazks by the Congrasamsn, ¥r. Stofdard explaimed
the pesition of HIM with respect to time limitstions on lensss~e

80 yoar meximum premitied, most shorder. A 50-year lemse {es teata-

tivalyt worked out by IICO about 10 yesrs ago with Aset. Sec’y. Lewis)
woudd lay Buresu (most politically semsitive in the Gov't.) cpmm to
of favoritism, ssuse mmerous other songunies to demend cane.

i

of B yeurs, I, and profuce 100 N 1bs. Cu, 25 X lbs, B ancwally.
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Copy to J. D. Turner”
Julian D. Feiss
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UNITED STATES BLM-A-022697 =
DEPARTMENT OF THE INTERIOR BLM-A-021;828
GEOLOGICAL SURVEY Minnesota

WASHINGTON, D.C. 20242

July 12, 1965

Memorandum for the files

Subjec’o: Copper-nickel lease applications of the International Nickel
Company (INCO) in the Superior National Forest, Minnesota,
BIM~A~022697 and BIM-A-021,828 (Minnesota)

A conference was held in Congressman John A. Blatnik's (Minnesota)
office, Room 219, Rayburn Building, at 2:30 p.m., Wednesday, July 7.
The conferees present were as follows:

Name Position !
- BLATNIK, John 4. Congressman ]
OVERSTAR, James Administrative Assistant to Blatnik ‘
WINGATE, Henry Chairman of the Board of INCO :
KENNEDY, W. F. Secretary of INCO
RAMSTEAD, Dean Assistant to the President of INCO
HANFP, Phillip Duluth Attorney
PURCEL, Joseph Mayor of Ely ST E
TURNER, Joe D. USGS b L
QUIID, Phillip USGS
STODDARD, Charles BLM JUL 13 1965
SHAFER, William BIM A
CAYANAUGH, Thomas SOL . J. punch
o Congressman Blaitnik called the meeting to order and stated that he

was primarily interested in obtaining employment for more people in
Minnesota. However, he recognizes that there are certain obstacles
that INCO may have to overcome before investing capital and employing
more people,

Thepy, there followed a lengthy briefing by Messrs. Shafer and Stoddard
that the leases only assured production during the L9th lease year,
and that 1% was customary for lessees to obtain production prior to
the 5th, 10th, or 15th lease years. Further, Mr. Stoddard stated

the Bureau of Land Management was subject to more political pressure
than any other agency, and it was necessary for them to do something
to demonstrate that they are performing in the best public interest.




b

However, he further stated that it was not his wishes to cancel
the permits, or leases.

. Mr. Wingate éntered the discussion and stated that if the leases

were to be for only 20 years, or less s that the Department could
forget about INCO, He further stated that it would take at least
a year to get issues cleared that would be acceptable to the Forest
Service. Then, a 2000-foot shaft, with additional drilling, would
be necessary before they could determine whether a mill should be
constructed near the mine, or the ore shipped to Canada, or that

- the project should be abandoned.

The meeting was ‘concluded with the understanding that INCO wouwld
submit a memorandum to the Department, outlining what INCO believed
that both parties can defend publicly.

Chief, Branch of Mining Operations

cc:

CD " '

Directorts reading file

Regional Mining Supervisor,
McAlester, Oklahoma

Deputy Mining Supervisor,
Miami, Oklahoma

JDTurner: amg




UNITED STATES oy

DEPARTMENT OF THE INTERIOR i
GEOLOGICAL SURVEY
WASHINGTON, D.C. 20242

August 18, 1965

Memorandum
To: Conservation Division Files
From: Assistant Chief, Conservation Division

Subject: Phone call from Julian Feiss re meeting with
International Nickel

Julian Feiss, Staff Geologist, Office of Assistant Secretary--
Mineral Resources, Fred Ferguson, Solicitor's Office, and Edward
Steubing,;. Bureau of Land Management (Bill Shafer's successor)
went to Congressman John A, Blatnick's office to confer with a
new attorney, Philip M, Hanft of Duluth, and the Assistant

Vice President from International Nickel Company, Dean D. Raustad
of New York. Bill Shafer also came, Feiss did not realize until
the meeting was under way that no one from Survey had been called.
Feiss said that the meeting was on a friendly, cooperative basis,
and that Inco has agreed to accept the standard lease form, to
drop the 50-year development business, and %% now wanting to
negotiate royalty terms, Feiss said the Survey should be
represented before any royalty discussions are held, so we can
soon ewpect Inco to want a meeting but do not know when it will
be held,

R. E.

cc: Mr, Duncan
Mr, Turner

RESpratt:mes

RI M-NN379R




IN REPLY REFER TO:

0 » Q 4,495 %

WASHINGTON, D.C. 20242

Memorandum for the flles

Subjects Copper-nickel lease spplications of the Internationsal
Nickel Company (INCO) in the Superior National Forest,
Minnesote, BIM-A-022697 and BIM-A-024828 (Minnesota)

A conference was held in the office of Edward L. Stuebing, Acting
Chief, Minersl Staff, Room 5549, et 10 a.m., September 22. The
" conferees present were as follows:

Edward L. Stuebing Buresu of Land Mansgement

Frenk Hall - Bureau of lLand Menesgement,
Mineral Economist

Thomas J. Cavenaugh - Office of the Solicitor

Je De Turner » Wil Geologlcal Survey

We B. Gazdik - U.S. Geologlcal Survey

James Oberster - Administretive Assistant to

Congressmen Blatnik

As T understand it, this meeting was held to discuss INCO's proposed
modifiendten of acquired land lease Form 4-1100 (September 1962), but
INCO's representative was not present, as planned. However, we did
have copies of INCO's proposed modification of Form 4-1100.

The original 50-year lease proposed provided for a graduated royalty
of 4 percent, 5 percent, and T5 percent after 25 years. INCO now
presents a propossl for a 20-year lease to comply with the requirements
of the department.

The royelty section 2(b) of INCO's proposed lease concelvably could be
acceptable, except for section 2(b)(ii), . + . "less 5 percemt of such
amount fer each full O.1 percent that the average grade of ore shipped
to the concentrating mill during the period for which the royalty is
being computed was less than 2 percent of contained copper and nickel."
(5 percent of such amount above means the prevalling royalty rate).

The foregeing section in quotes would not be satisfactory for by the
time you get to minable grade of 0.7 or 0.8 percent, the royalty would
be less than 2 percent of gross value.

S R e R s e AR ARATTT a

UNITED STATES BIM-A-02269TV
DEPARTMENT OF THE INTERIOR BIM-A-024828
GEOLOGICAL SURVEY Minnesota
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The proposal of INCO includes & celling of 12 percemt on royalty.

The writer stated also that the £18%°should not be less than 3 percent
royelty in any event. If & property cannot operate at & profit,

there are other items than a minimum royelty of 3 percent that will
preclude production. No one present dissgreed and no conclusions
were reached. Therefore, it 1ls likely that another conference will
be forthcoming.

ces
McAlester
Miami

Note:

Dinsmore and Bailey - A copy of INCO's proposal is attached for .
your 1nfoma.tiqn, but you need not teke it too seriously.,
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Bese 0,0f contaived ex sal ni in mine ren ore or will hesis. Imevesse
dase rageity 95 of suoh smoumt for each fuil 0.5 imcresse of camtainmed
ez and ui in the are, svarugel per wmenth:

Sxre Geuds ist. 10 yesrs Sexk 1D yeurs

Y " 5 59
1.06 h.20 5.25
L b0 5.50
v h.60 5.75
1.3 k8O 6.00
1.4 5.0 | 6.50
1.5% S.h0 6.73
1.6 ‘ 5.60 T-00
LT A 5.80 V.25
1.86 6.00 .50
1.9% 6.20 1.7

3.0‘ ' ‘.50 3-@

rI M-NNR777




0.5 %
0.9% 3.15%
1.0 3.3
1.3 3.45
1.2% 3.60
1.3% 3.75
1.0% 3.90
1.5% L
1.6 k.20
1.7% b3S
1.9 h.50
1.9% k.65
2.08 h.80

5.80

6.00

6.40

5.50
5-T5
6.00

6.50
6.75
160
Te25
T30
T-T5
8.00
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iN REPLY REFER TO:

UNITED STATES INCO(722b)
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
WaAsHINGTON 25, D. C.

neT 5 1968

Memorandum
To: Agsistant Secretary, Mineral Besources
From: Director, Buresu of lLand Management

Subject: Proposed Preference Right Leasse to International Nickel
Gompany, Ine,

The form of the lease to be issued pursuant to the above-refevenced
épplications has been adjusted to the appavent satisfaction of all
concerned through re-negotiation with officiale of the company, in
which representatives of your office, the Bolicitor's Office, the
Geological Survey and this Bureau participated, The purpose of this
re-negotiation was to bring the terms and provisions of the previousliy-
proposed (1954) lease into conformity with the regulations and policies
of the Department and to gain the best peseible sssurance that the
company would begin productive operations during the primary termm.

In this, we believe we have been largely successful.

-

However, the rvepresentatives of the company now contend that the
royalty schedule in the earlier lease proposal was unduiy high,
They wish to see this schedule adjusted as indicated below. The
royalty schedule previously agreed to ias also listed for purpuses
of comparison. '

1954 Proposal 965 Provoegal (INCO
ieagse Years Rate Lease Yeaxs Rgt:e
1-10 4% 1-20 % E ‘)":
11-25 5% — 21-30 3%% ¥ 18
26-50 7%% 31-40 &%, *‘_v 3 3
41-50 &%%, .

£
5




In both ef these proposals, the ¥egelty xate would be applied to a
value st one~third of the merket prices of the quantity of fully-
vefined copper and nickel contained in ores shipped ze the concen~
#rﬁting mill,

Insofsr s we have been sble to determine, the informaition surzently
aveilable soncevging this deposit deqs not differ msterially frem the
infoymation known to ell the parties st the time the orviginsl agveement
wos yesched in 1954, Carxtainly, thexe hes been aoidemwnmstrstion of a
sufficient justificstion for such a drastic royalty redustion as the
CUmpANY NOW propades.

In view of the sdmittedly low gvade of the ore sud the scnssguently
‘low recovery vatie, we would net gppese & vedustien in the roymlty i€
sush is needed in oxvder to motivate the gempany Lo asquizre and gperste
these lesses. With this in mind, we subnit the fellowing schedule of
royaltias which wa eonsider teo be minimal,

K"i@ ik - n 2 I/‘/ IF}H‘
11-20 .4 S
21-30 > S S
$1-50 6%

I£f you aggee that the suggested rates axe acceptabls to the Bepsrtment,
we will communigate them te the ¢ompany as & counter prepossl.

Appsrently, the weselution of the mﬁiw question ie the last poiant
of difference between the company and the Bepsrtment, and the lesss can
issue once this is reselved.

in vesponding, we would aleo appreciste ysur gommgnty with veference to
the prevision en additional woyalty, Ssctien 2{d).

& Lo f ;;‘f':;c;""f/\.w’
N :‘
v v/“'_’j / \/
e

[

s
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UNITED STATES
DEPARTMENT OF THE INTERIOR

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

OCT 11 1965 0CT 7 ¥ 1985
Seotomear, sURVES Kl\
Memorandum l (oi) ,/
To 2 Director, Geological Survey
N From : Assistant Secretary - Mineral Resources
Subject: Proposed Preference Right Lease to International
c Nickel Company, Inc.

The accompanying memorandum has just been received
from the Director of the Bureau of Land Managment,

You will note that on page 2 he proposes a compromise
between the 1954 lease royalty proposal and that of 1965,

ds recently presented by the International Nickel Company,
Inc. for the Kawishiwi lands. I assume that you will wish
to discuss this with the Conservation Division and get their
opinion before we undertake any changes.

J. Cordell Moore

Enclosure

1570

BLV-UUS7 30
342 of 1003

hitps://www.dropbox com/home/Team%20Folder/Policy %20 World/T MM%ZOLease%ZDReifxstatement%20Record/Documents?preview: 1965-10-07+Internal+mem. ..

171



*JOHN A, BLATNIK COMMITTEES:
87 DISTRICT MINNESOTA PUBLIC WORKS
¢ GOVERNMENT OPERATIONS

Room 2449
R Congress of the Hnited States %
Bouse of Representatives
Washington, E@
October 14, 1965 -
_~SERVATION D)
MEMO = REGEIVED 5y
ME. RAND!
W OCT 19 1965
Seotogiga survel
TO: Hazrold Duncan
FROM: James L. Oberstar
O SUBJECT: Propased Department of Interior«Inco Lease

- Emtlosed is copy of the informal statement prepared
by Inco showing the gconomics of the rayalty provision in the current
lease proposal and cemparing this royalty with taxes and royalties
which Inco pays on their Canadian operations in the provinces of
'Ontario and Manitebs.

Afder you have reyiewed this material, please let
me know your thinkifly, and we can discuss the matter farther either
over the telephéne, or personally here in our office or in your offices.

Adh nistrative Asaistant

J1.O/mmg
Enclosure

Chs
qu%

RI M-ONR74R
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October 19, 1965

Memorandum
To: Conservation Division Files
From: Chief, Conservation Division

Subject: Congressional contacts

On Thursday, October 14, Mr, James L. Oberstar, office of
Congressman John A, Blatnik (Minn.), phoned regarding adjustment
of royalty rates downward on Internmational Nickel Company, Inc.,
67 Wall Street, New York 5, New York, proposed leases in Minnesota
for a 25-year lease instead of a 50~year lease.

Mr. Oberstar said he would send some papers to me.

Chief, Conservation Division

ce: ,
Conservation Division ) i
Director's Reading File

Desk File (HJID)

HJDuncan/dj
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UN l'lg STATES

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
WASHINGTON 25, D. C.

REFERRED BY
STAFF COORDINATOR,

INT.-DUP. SEC., WASH., D.C, 84016
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October 29, 1965
Bemavauien
To3 Associete Plvector, Geslegicsl Smrvey
Proms Chief, Comservation Bivistien

luijnts W m evight lease te Intevmstiomsl
: Hichel Company, Inc.

Assistest: Secvetery Wess by msusrandum dsted Gcteber 7 requested
an opinisn en the gprepessd change in veyeity wetss o be muds
appiicable te twe couseliduted prefevence vight dlelmi-copper
lseses for lands fn Tye. 61 and 62 K., anéd Bgs. 10, 11 ond 12
¥., S5t. Louis sud Lake Counties, Niunssota.

mmxmmnmnu,mmzmm
petmits, mkﬂ-wﬂminﬂmldnmhd
by Istemmationsl thvewgh puvchase frem individusl pezmittses o

by emeuting eperstiag agrecments. Bventusily the several permits
uere conbissd inte growps of twe leases, the Newth leses,
BR-A-030141 cowvering ten yrespeciiing pormits-fex 2,326 ssxes,
ﬁgmm,mmmmmum

» acTes.

5
]
3
1
|

xe of the low mimersl value per tem of
ore sad even ia 1954, used o §7 por ¢ anvclu.

Is considering the tesne snd conditiems te be imserted imte the
isase, the minieus sentals and reyulty cetes were the subjest of
mshy lesg discuseisas between depertment ond cunpany vepvsssata~
tives, ssay of whish were stteaded by representatives frem the
Fezest Service; BDovhere csuld we find o fee land nickel lsase
or a precedent for camsiderstion ner could Intermstionsl supply
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on issusnse of lenses until & eritical need fax & apply of cepperx
end aichel emists,

.M‘. ‘m’ in Bly, Nismmeota, the
writer and | fateovviowed seversl povoens cem-~
ut&n Intevnstionsl Wiekel Conpony’s sctivities
in iy T M

i

land was dons 1 the fall of 1957, Sisse thet time
they have set had & Geolegiet in the amua, It 18 met
kaova vien suy eere work will

e nmmmmu.%mmxuumwm

Sssends hove boen made on Intermatieasl te begia miniag to velisve
uaseployment ia tie Bly aves.

1y, Itesustionsl hee iasieted en s gwwetly veduced royalty =

bmeamsai

1f it censideved a 20-year fimed temm lease and presumidly the
waual conditiens for rensval vithout fimed seysity tewms. 1Ias
ether words, W ove back vhave we sterted in 19354 ou tevms ond &
domsnd by the Cospany for censessions if less than § 50-yeer
ua-umm»mmmu.

1 have seen mothing in the files to wirzant s redused voysity s
rate sugpested by Internstionsl eof 3 percent fue 20 years,
ﬁmﬁ“m.bmmmmaﬁ“mu 3

10 yeare. 1d4hevise, I fiad little justification for the
nmmmnmmuuuum.n.t,
and S povesnt for fires 10 yesr peviods and 6 pevcent for the
last 20 yeare of a $0-yesr peried,

T quention sny sevwel miniag withia the fevesseable future
sithough novs ssmw driliing mey take place. Imse (s devedeping
sev sourses of higher grede nichkel ove in Coneds snd other

D21 AN NN2T7AA
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and therxe s, I em fafovmed, s lovge stesk pile of
the Wnited States.
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Ghtaf, Conservation Divisism

Conservation Division File

Desk File (HJD)

% would be giad to discuss the Xaco and Butess of Lend Mamngement

propesais with yeu, if secessary.

ce:

HJDuncan/ fwq
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Hovember 3, 1965
Hanorandum for the Flles

Subjects International Nickel Company's pending lease gpplication
in Minnesota At :

A complete review has been made of g1l information available on

subject matter, |

]

In April 1965, & report from ‘the field shows a rough estimate of ome

reserves as followss

1. On North lesse, ks drill holes indicate abo:—

On the South lease,

2.

For purpogse of caleculating royalty va‘mé, royalty cost and profit,

the South lease
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Belew is a comparison of royalty per ton of crude ore bassed on established

rate and proposals by BLI and INCO:

Since the INCO roysliy is based on value ab mouth of mine, they would have a

royally advantage of atout 1% over which they would have if the royaltvy

wers based on concentrate,

Cn our hissouri lead and zinc leases, we have royalties set up for 20

years, , ok g
. i

cH

At 10 years at Lf, 5 years at Li% and S:years at 5% under these lcases
the gross value is placed on concentrates, but if they vere on value at

the mine mouth they would be equivelent to about 17 less,

Sl " el |

DI A .ANDTOD
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is, they will have to pasy Government r"oyaltyi overriding:
royalty, state taxes and royalty taxes and Federal taxes.

Not being u tax expert, I wonld not make an sstimate of these taxes, but -
a guess of ‘ rer ton of orude ore would bﬂ 1li¢ State |
occupation tax royalty taxes 2i%, Federal Income tax 20¢ out of the

$1.05 tax would come the following cost:

o B Rl M-NNR724
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It 13 expociled at the planned production and amortizing the invested

¢l that tue investnent would be paid off in 15 - 20 years. The only
increase would ba that royalty would increase with a respective increase

in royalty texcs, algd, tuat efier irvestment was amortized and more

© profits available that the income taxes would increase some.

The longyear agreement on the South lease provides for an overriding
royaliy of % that pald to the Govermment plus & niniwum royalty of
$1.25 per acre Lor each } year after date is approved. For each 1%
deécreass in the roylty rate the Government would lose 2.93¢ for each

tone of crude ore mined and the averride would be decreased 50%

or 14h6¢ psr ton.

per ton of crude ore mined for each 1% the royalty is reduced,

& élso find nothing in the fecord that indicates that the land might
contain a combined n 1954, when the royalty

- rate was negotiated from information available, considerable time

RI M_.NNT72R
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was spent working cut a royalty rate in 1954 that would be fair to

tovernment and lessee. Juse becsuse ELM has reneged on the EQ-vesr
lease, I see no reason for reducing the royalty rate about 50%
. ™ 4 X3

" P g2 =] 1 ‘
If a few cents per ton is going to make the difference in operating

the lond, or not, maybe this is not the tiée

to start.
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Rovember 30, 1965

¥emorandum
Tos Pirector, Geolegical Survey
Prom: Chief, Conservation Division

. Subject: Suspended Inco Copper-Mickel leases BL¥M-A-022697 and
030141 in Superior Eaticnsl Forvest, Ninmesota

At our conference Tuesday aftermoeon, November 23, you requested
additional information snd vecommendations in conmection with
leasing of aickel end copper depesits in the Superior Natiomsl
FPorest ares, Minneseta, by the Internstionsl Wickel Company
hereafter called Inco.

In my memorandum of October 29, pege 3, penultimete psragraph,
you will nete the followiag language:

"I have seen acthing in the files to werrant a reduced
royalty vate suggested by Internatiomnsl of 3 percent for
20 yesxs, 3% percent for 10 years, & percent for 10
yesrs sad 4% percent for 10 years, Likewise, I find
little jrstification for the reduction proposed by the
Bureau of land Mesagemeat of 3, 4, and 5 perceat for
three 10 year periods and & percent for the last 20
years of a 50-year period.”

This peragreph did not epprove Inco's or BlM's suggested rogslty
rates, As of then and as of now I have seen nothing convinciag
te chenge my thinking on the vates established ia the Marech 1954
lease and sgreed to after much discussion between Imterier,
Agriculture, sad Inco representstives., This lssse form veas
transmitted to Tmuo by letter dated April 20, 1954, signed by
Orme lewis acting as Secretary of the Interier. Both are
enclosed for your referemce, Inco accepted the lease form by
letter of Maveh 27, 1956, attached to Interior letter dated
April 29, 1954. Any change at this time will require comsent

of the Porest Sexvice. It had agreed to the 50-year temm.




Prior to agreeing te the leases, the 17 permits were combimed into
separste Worth and South leasses. The North lease BIM-A-030141
includes 10 permits coutaining 2,326 acres snd the South lesse
BINM-A~022697 includes 7 permits for 2,612 acres both extending
along the gedbbro-granite comntact for 10 miles. These two lesses
are interspersed vith fee and state lands between, vithin and
surrounding the Federal acreage. I estimste im this limited
avea shown os the attached map that there are st least 1,000
acves of state land im which the State of Minmesote is presumed
to comtrol the minsrals. Pee lands and other pemmits smount

to 2,000 scres or move,

Ve do not kmov emactly vhat the assignment or contract terms ave
for the 17 permits mskiag up the two leases but uwe do know that
some carry an override, probably ons half of the Pedersl rate of
royalty. Tha 1954 lesse form offered Inco contsims s provision
that the lessee cammot create overrides im excess of ons haelf of
the Fedoral rate of royalty, HNowever, the lessee or assignee
could make other types of cash payment. Consequently, Imco will
probably pey & minimum gross poyslty oa soms acreage for ths
first 10 years of 6 percent (Pederal 4--Ovarxide 2). Of course
overrides will increase ss the bese royslty is increased.

Ince iz free ¢ deal and set its vun terms but the override is
limited by the lease terms,

I was vwroag in our discussion the 23vd that the permit carried no
rental. It doss previde for a rate of 25 cents en scre each yesr
and it 1is presumed that Inco will pay this rate prior to issusnmce
of the leases,

The proposed lsase form 4-1100 Merch 1954 provides in sectiom 2(a)
for a rental rate of 25 cents an scre for the first year, 50 cents
sn acre for the second and thivrd years and a dollar for the fourth
to the tenth years inclusive.

The lesse provides ia section 2(c) for a minimum royalty of $§5
an acre paysble cach year for the lith through the 25th year,
and beginning the 26th through the 50th year a minimum reyalty
of 810 per scre sach year, 1If there iz ro production within any
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yesr on s particular lease, there is no credit on the minimum
royalty for that lesse.

The lease provides inm section 7(e) that uader a Natiemal Emergency
the Govermment cam call upon the lessee to operate the lease if
economically fessible and sssures the lessee a yessomeble profit
on the operaties. The lessee may call on the Gevermmsnt to
advance funds in vespect to mime development.

. The royalty rsetes shown in section 2(b) of the lease reguire

4 paveent for 10 years, 5 percent for the mext 15 years, 7% per-

cont for the mext 25 years, however, under the lsases two-thirds

of the value is allewed before computing the veyaity. Realistically
stated, the compeny is sllowed this two-thizds flexr the cost of ‘.
concentrating sud praparstion of ore for merket. The wveoyalty is [ . !
based on value st the mouth of the wine vhich provides fora ome ' .
percent advastage over that vwhick vould apply 1f the voyalty were
based on concentvate. ¢

It has been estimeted by our mining smgineer supervisimg this

area that the four core holes drilled on the North lesse indicated
98,000,000 tons of ove in 45 scres sveraging .65 percent copper
and .23 percent nickel, 1Ia the South lesse 17 holes drilled
indicated 260,000,000 tons of ore gveraging .68 percent copper
snd .26 percent nickel in 285 acres, (See sttached map for the
two sreas.)

I sm not informed of the last offer made by Inco in respense to

the demand of Interior to change the terxms, I heve oot met with
any of Imco represeatatives or Congressmmn Blatnik's edmintistrstive
assistant. But I am of the epinion thet promises to do work ia
substantial smounts mey be conjectursl. As I understand the present
dilemms, BIM advised Inco that the 1954 lsase term would have to be
changed to 20 years with the right of extensiom for 10-year periods
on such terms and cenditions as agreed to at the time of extemsion
but no firm roysity after 20 yeaxs. Inco countered with a change
in royalty rates., WNow, BIM has offered firm royalty rates for

50 years, the seme 50 years as in the 1954 lease. and, in so doing,
has reduced the rate of royalty. I find no compelling reassonm to
do so, mo written program of prospecting vork and little assurance
that operaticms will begin ia 10 years. If the lesses had {ssued
in 1956 ve would receive §5 an scre per yesr minfmum royalty
beginming in 1966 or §37,566. About $13,000 ia rentals has been
lost, '
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In other vwoxds, without a written promise by Inco to do werk snd
vithout & firm commitment what dess the Department gain st this
point by reducing the royslty rates established efter loag and
tedious argwments by Inco?

You ask for my suggestions om how to settle the issue. Inssmuch
a8 Inco snd the Department asccepted the 1954 lemse terms snd
conditions and the sctual lesse issusnce hes been suspended simce
1956, I vecosmend that the Depertmsaut give Ince 30 or 60 days

to execute the North snd South lease forms or eithsr eme. This
will put Inco “om the spot.” Haviag speat §1,300,000 in the

" aves, and still showing interest, it seems logical that Ince will
asceept the 1954 royalty rates. If, however, Inco should rvefuss
to sign the lease forme and still asks for s concession, X would
recommend before megotiasting further that the Department regquest
Inco to first furnish suthentic detailed informstion on sll the
Pederal, fee and state permits and leases that it proposes to
hold or operate showing the basic royalty rate and overriding
royalty rate and the costs of acquisition in oxder to compere
with the terms of the March 1954 Pederal lease offer. Especially,
vould I insist on the leasing conditions for the state lands to
be submitted for review.

1 would not be surprised 1if the state might have said that it would
issus leases at vates similar to the Covernment royslty wates.

If the Depurtment mmst control the time te commence wmining operations
and Inco is uswilling to sccept the North and South 1954 leases

as propesed and concessions sre mede in the royalty rates, I would
recommend the lesse forme be further modified by adding s condition
in each that failuve to start mining operstisas withia 10 years or
to secure approval for extension of that perifod would be cause

for termination of ome of the leases. 8ince I do not delisve that
large scale mining operstions will take place before 10 years, I
would "dicker™ for. this wmaxismum period of time to start mining.

It is intevesting to note, in compering the 1234 royalty terms

for the period from the 2lst year to the 25th year ineclusive,

that the 5 percemt royalty is the seme as the BLM offer.

If & few conts (2.4 cents per tom for 10 ysars) per tom will make
the difference in operating the land or not operating, why lease?

I do not recommend action to change the rate of royalty ss requested
by Inco or as proposed by BLM,

RN R o
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Chief, Conservetios Diviston

cc: Mining Office-McAlester
Bchixes Mining Offfce-Miami
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IN REPLY REFER TO:

UNITED STATES

DEPARTMENT OF THE INTERIOR
GEQOLOGICAL SURVEY \
WASHINGTON 25, D. C.

nm:m)umwmmmmm;w
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Ia 1954-36 wagotistions betwess our Conwervation Division !
mmmmm«.mmummm
m.mmmam“mmm The losse
yoars with royaity provisions based on one thivd of the
gross value” (specifisally defined) as followe:

’ 4% for 10 yoavs o @ 4/
o o e W o o
& o 5% for 15 years e @ ATY 4@ 8
o w &3
7% for 25 years o o@ %
» jo @ o
In yecent wonths IHCO sequastad o veduction of the sgreed-upon
rates to fssusmos of the lessc. Its positiom S

operatisns immediskely.

We have sade a thorough vastudy of the preblem and see no compeiling
tscimical oy economic factows a veduction of the eriginel
rmuym. e wogemmend lease be offered on the bests of

the original royelty zates, If some epecisl indncesent mseds to
be cvasted, the public intevest should be peotectsd by ingertion of
a "porformence” clause for devalopment and production, With scceptance

perhape corvest, that if DKO gate $ts tepms 1t will commmee
the
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FAJOR CHANGES IN INCO PROPOSED LEASES
014 - 195} New 10/1/65
Terms 50 years 20-yr. = 10~yr. renewals
Royalty 1st 10 yr. L% 20 yr. - 3%
15 yr. 5% 10 yr. - 3.5%
25 yr. 75 10 yr. - h-ox
m ’r. - h.S’ B S R B

Rent 25¢ 1lst yr. $1.00 until production ocommences
S0¢ 2nd 3rd yrs.

$1.00 Lth - 10 yr.

Minismum None - 1st 10 yr. None ~ 1st 10 yr.

Royalty $5.00 11 - 25 yr. $5.00 - 11 - 20 yr.

310.00 26 - 50 yr‘ &10-00 = 21 - 50 y!‘-

Additional None - 1st 10 yr. None - lst 10 yr.

Royalty 0.3% of gross value of minerals, Same except at request of
Add 1% if gross value of either party rate to be
associated minerals exceeds 20% investigated if value of
of Cu~N value, associated exceeds 30% of
Rate investigated 25th year. aggregate metsl value. o

Overriding Not to exceed 1/2 Federal royalty Not to exceed 1% of

Royalty gross value,

Renewal Terms readjusted Right to 3 successive
20-yr. periods after 10-yr. terms after primary
1st 50-yr. term 20 yrs. with no change in

terms unless not in
production the lst 20-yr.
term on either one lease or
the other. Secretary may
grant extension of time ¢o
commence production.

Monopoly and

Fair Price In Out

Clause

National In Out

Emergency

Clsuse

RI M-NN3A93
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COMMITTEE ON RUBLIC WORKS
HOUSE OF REPRESENTATIVES, U.S.

N
A

February 28, 1966

Bill:

Enclosgd is the BIM info
on the INCO lease which I discussed

with you this aftemobn.

Jim Oberstar

i
i’y
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The lands applied for include both public domain and acéuirad
lands of the United é:ac_ea and ara‘ ,10ca.t;ed ivitbi.n cha. ﬁwrtﬂ
Nationsl Poreat of northern Minnegota, cutside the borders of the
Boundary Waters Canoe Area, Because bhe‘seﬁeral‘ninlng Lev of 1872
had no epplication in Minnaaota. the miﬁe:ala on the public lands
in the areas were not availsble until enactment of epecial legisls-
tion in 1950 which authorized the iaasing of minerals, Auchofity %
to lease minerals {n the acquivred land had vested in the Secretary ;
of the Interior pursuant to Section 402 of neoigcnization Plan No, 3
of 1946, | |
After passage of the June 30, 1950 legislation (64 Stat, 3113 '
16 u.s.c.' 308(b)), a‘numbar of présﬁééting permits were issued to
various firms end individuals through the Bureau of Land Msnagement,
These included lands bpth inside and outside the araaanaw identified
as the Baundagy Wnufra Canoe Axres, Bome of these two-year.pros;ecting
permits weze L{ssusd to Interﬁational Nickei Campany’{lnca}.
The pertinent regulations suthorize the issuvance of prospecting ;
pernits under which exploratory opgratioﬁa may be conducted en the | ;

permit lands, As a reward for discovery of a valusble deposit eof ;

uinerals, the permittes ;n entitled to apply for a preference right
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miniog lesse, Permits are eurrant:iy haued for 2-year tem"s with
the ﬂéht to a single z-yéa: renewél. although prior to Au;iut 1955,
such peuiu'ueu tssued for & period of one year snd were rexy_wghlﬁ
annually by payment of rentals, All the permitg {nm the INCO group,
under consideration, were issued circa 1951-32.

In sddition to the prospecting pémit;a he'll_d‘ io {ts own um, the
company also held mineral iﬁtereata in private lands i{n the same area
and Lt also anticipated the acquisition of other outstanding Federal
prospecting permits there, by assignment from the permittees,

Hovever, in advance of undertaking the extensive exploration
program then contempiaeed, the company wished to have an understand-
ing with the Department as to the terms of the preference right leage

wvhich would be fssued 1f its exploratory sctivities weve successful.

" The estimsted cost 62 this exploratory effort was set et $2,000,000.

To avold blisdly committing the company to this kind of an ex-

penditure without some foreknowledge of the rentzl and royalty rates

s

WAY o et ey e vt

LT LA ——re. A% e ata

end other loase terms that woudd govern sventual production, Internationsl

Hickel Company reyrgscnta:ivan requested 8 conference to ucertéin in
advance what the leage terms would be, 1f isaued;

Over a period from 1952 to 1354, a series of conferences on this

_ subject were held with representatives of Interior’s Solicitor's staff,

the Buresu of Land Mansgement, Geological Survey, Office of Defense
Minersls, Defense Minerals Explorvation Administration and the Forest

Service, As the consequences of these _dilscunaiona,' & draft form of

LB ANDILO4
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of tbn pmed leass was written and revised several times,

‘These diseussions wre not ieli-domented hy‘ the files mow
evailsble, nor are any of the prelimiusry drézts of the legses con-
teined therein. However, on August 14, 1953, the company submitted
# draft of a proposed lease to the Administrator, Bureau of Land Measge-
ment, Certain clungci wvere made sad the proposed lease form was transe
mitted to the company by Assistant Secretary Orme lewis' letter of
April 29, 1954, Iun this letter, Assisteut Secretary Lewis cemmitted
the Bureesu of Land Management to issue mineral leases {m thias form
upon INCO's applicatien made prior to .Tamiy 1, 1939; On Maxch 27,
1956, the company f{led its two lesse applications, These eve comsonly
referred to as the ™orth Lease™ (BLY A-024828), covering some 2,300
scres, end the “#outh lease" (BLM A-022697), embracing some 2,750 acres,

These lesse applicntiéna were gupported by drilling logs, assay
reports and other indicis of the geology sufficisnt to satisfy the
Geological Survey that a commercial ore body had in fact been dis-
covered by INCO, cnu.tung 1t to recetve preference-vight lesses,

The evidence indicates that tﬁq ore has an aversge grade of one percent
contained copper and nickel of wh!.chﬁpprvx!.u!ﬂy.?.ﬂ is copper and
spproximately,25%:4x nickel,

The record indicates that a 5::}1:3 of articles was published in |

the Wzshington Post and Times Hewnld beginnins Januyary 8 through
Jeusary 16 of 1936, 1o vhich the administraticn was charged with
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giveavays, &na:br Goldywater undertook to respond te these charges,
sod in so doing, he made a rother detailed summary of the caontacts
between ths :epcrl:e:; Warren Ynna, and representetives of the Depart-

zeat of the Interior. This appeors in the Co ggtesstml Record for

[}

February 29, 1956, at psges 3541-3546 (Vol, 102 Part 3).
The May 1956 edition of Rarper's Magazing featured an article

by Warren Unna entitled “Republican G:lviways” in which some sixteen
specif!c instanceg of pction contravy to the public interests were
attributed to the Einenhowez Adm.niatrazion. One of the ezamples
cited was the "fii:y-year leage" azteemenc made by Orwe lewis with
IBCO covering "12,000 ecrem," Appavently, this article was similar,
if not identical, to f.he moterial published carlier {n the newspaper,
On May 24, 1956, Mr. Stwm:t L. Udall, then & Member of Congress,
tnvited atteation to the By Hosper's article which he had inserted {n thc

Congreesionsl Record for that date a!;.gmge A-4177 (Vol. 102, Part 17).

On June 5, 1955, Mr. Lee Metcalf, then i{n the House of Repre-~
sentetives, made specific refereace to the portion of Marper's
article which deslt with the propoéed INCO lesses., Ee alsc published
the t:extvof s letter which he addressed to Secretary Seeton on the
subject, in which he esked a mumber of specific questioms, "(Conzresifonal
_R_g_gg_t_i = Vol, 102 ~ Part 17; poge A-4473). |

Secretary Seaton made a detailed point-by-peint response in his

letter dated July 19, 1956, noﬁever,' ve have been unable to uceitatn

°a

vhether this letter was puhnshed in the congreasional Reeord, as promiged
)

—— €
H

by e, Metcals, |
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Aceording to a resume’ i the filss, Yn October 1957 Secretary
siatou advised the International Nickel Cowpany that he did met in-
w to approve the isauance of théso leages but that the company
could -ainui;;:he' applications 1o status gue 4if i¢ wished te do so,
Eowever, we have not been able to dpc@: this beyond incidental
sllusions to this effect in other mﬁm:anda, The file indicates
that this aceord was reached st & meeting hﬁmm INCO Tepresenta-
tives and Secretary Seaton on Octeber 30, 1956, Pursuant to this
understanding, THCO has vegularly venswed the prespecting permite
oovering the affected lands and thereby maintained its preferentisl
right to receive & lease, _

New atteneioh vas focused on the matter esrly in 19565 es the
result of & pint policy on the aree developed ﬂzrouzh an exchange
of correspondence between Secretavies Freeman and Udall, vhereby
aineral activity is to be curtailed within the Bouandsry Waters Cance
Ares and encouraged within the Superior Mational Ferest, cutside the
liwnits of the g.w.‘c,A. In acting to implement this policy, Directexr
Stoddard ordered a review of sll pending minerals ceses in tiw avea,

At ebout this same time, Director Stoddard was ‘ecntactcd by
Congressman Blatuik, in whose district the land 1les, M¢, Blatalk
had been appreached by a delegation from the town 'o! Sly, headed
by its Mayor, These people, coucerﬁed by & long history of persistant
unemployment and a deteriorating econcalc situation, vanted to see
INCO wndertake the ecommercial development of the ore body, The area’s

[=10 ¥/ alalci~-¥]
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econoay '!.svaintug oriented and the past é:id 9&21’2;4 closings of
the iron and tachonite mines in the vicinity poses a serious
preblea, . |
Mr. Blatnik srranged for @ meeting on July 9, 1965, Present
weres Congressman Blatuik; his asaiatanﬁ_ Jsmes Oberstar; the Mayor

of Ely, Joa !urcel'; Henry Wingate (Chaimn of INCO); Wn,uan: P,

‘ Rennedy (uer.eury of INCO)3 Dean Bmmstead (Assistant Vice President,

iCO); Phil Hanfe (a private attoraey xetained by INCO); Chadles
Stoddaxd (Directer, Bw); Tom Cavanaugh (Sant’:uor's Office); |
P, W. Gutﬁ (Chief, Branch of Ferrous Metals, Gealogical Survey).
¥r. Stodderd and Mr, Shafer expressed concera for the fact that the
lease form apptovéd"'by Assistent Secretary Lewis im 1934 did mot
conform Lo the regulations, nor did it eiffer adequate uuranée
that Pederaland local objectives would be met, Particularly objectien~
able to the Bureasu-of Land Management waps the fact that there was
no meaningful requivement for product&oﬁ during the fifty-year primsry
term., The INCO officials took the pgai,tion that the Department wes
obligated to isgue the leasse in _thay form epproved in 1954, but stated
éhat .pe:hnpa agreement could be reached through edjustment of the
teane terms,

Yollowing the meeting, Mr, Stoddard ovdered a staff ctud'y of
the lease té be performed by the DIM m.niné étnﬂ. and he also re-
quested the Solfcitor's opivion as to the binding choracter of the
coumitment made by Assistant Secretziry lewls to {ssue leaiea fn the
form which be had approved, |

*
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The steff reviev revealed mumerous deviations from standard-
form langusge and p:ocednres now »i.n use and recommended agsinast
issusnce of the leaaoa on the 1954 form.

The Acting Assoclate Scucuoz pravided his opin!cn, dated
August 3, 1965, \ohich,_‘ held that the Depsrtwent was mot legally
cbligated to honor the cmli:men: wade by Assistant Secretary
levis, | | A

Me, Stoddard spprised Congressman Blatnik of the results of
hﬁ inquiry and a meeting was arrenged with INCO officiale to dis-
cuss possible adjustment of the lease terms, |

The meeting was scheduled for August 17, My, Shafer was to
represent the Bureau of Lénd Menagement, ‘However, {n the interis,
he left Bureau employment to join the staff ét the House Interior
and Insular Affairs Committee and Edward W. Stuebing (legal Assistant-
BIY) was sssigned to substitute for Mr, Shafex, Mevertheless,
Mr, Shafer attended the meeting ex officio, During the course of
this meeting, a number of problems were vesolved, One of the pro-
posals advanced by BIM Qaa Q device which would give the Secretary
discretionary authority to escalate the :ayaicy according to & formula
based on sm anticipated improvement in the grade of the ove at the
end of the primary term and each renewal periqd.

The draft of this proposal submitted by the company reversed
the effect of this formuls so that the royalty was geduced by approxi-
mately 50% undex the schedule appearing in the 1984 lease form,

BI A A28
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At a sudbsequent meeting, the company wae advised by Mr, Turner (Ceolo-
glecal Survey) end &._Stuebix;g (Bm) that this proposal was not ac-
ceptable, ' Aftexr considerable discussion, the company submitted &
slightly bigher base schedule (now knoun as the "1965 INCO schedule™)
aod the formula wae sbandoned by mutual consent, Both the Gaological
Survey and the Bureau of Land Management reccomended agafnet acceptance
of the 1963 INCO schedule. The Geologicel Survey was disimclimed to
recompend any royslty rate below the 1954 scheduls and the cempsny
would pot incpease its offer, Ihe"zm proposed a compromise royally
schedule ia & wemorandum to the Assistant Secretsry, Mimeral Resources,
on October 3, 1963, .Kowever. negotiations nppeared stymied on the
royelty question, .

It was at this point that Under Secretary Carver requested that
John ¥, 0'Leary, Deputy Assistant Secretary, Mineral Resources, under-

take to resolve the matter,

¢

DI R ANBrOY



