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COMPTROLLER'S DEPARTMENT - TAX SECTION ¢ &
& 4

You will find attached a copy of the report of Commissioner Fletcher
to the U.S. Court of Claims concerning Asarco's claim for refund in connection
with the deduction in its 1959 Pederal income tax veturn of approximately
$888,000 with respect to the San Xavier Indian sllotments on which the Company
did not take a lease.

Commissioner Pletcher divided the case into 4 separate issues as follows:
1) The Separate Property Issue.
2) The Bonus Alloecstion Issue.
3) The Bwploration Cost Issue.
4) The Split Allotment Issue.

Commissioner Pletcher vendered an opinion favorable to the Company on all & issues
and the entire amount in dispute was held to be deductible by Asarce .

on the U.8. Court of Claims. MNr. Peel feels that the Government
will do this but that the judges will support Commissioner Fletcher's findings
because they respect him a8 g sound tex msn.

If, as expected, the judges of the U.S, Court of Claims wphold Commissioner
Fletcher’s opinion, the Government will then have 90 daye from the time the Court
of Claims has entered its judgment to file for a Writ of Certiorari to the u.s.

It is, of course, to be fervently hoped that this decision will be final.
We would be remigs in thoughtfulness if we did not mentiom the invaluable gseistance
given in this case by Mr. T. A. Snedden and Mr. Joha E. Kionison whe testified on




()

the Company's behalf during 2 days of trial about a year ago. Mr. Peel and
his associate Mr. Clarence T. Ripps, Jr. of Miller end Chevalier, our sttormeys,
have also done a splendid job.
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ce: CFBarber
FGilamr ick
CPPollock
CiNelaon
AlGiliesple, Jr.
TASnedden
JEKinnison


























































. coRxy o 322

AMERICAN SMELTING AND REFINING COMPANY ‘

Tucson o Arizona :
' ‘August 17, 1959 : S

| | X . JEK

Mr. D. J. Pope, Assistant to Vice President | MR 271968

American Smelting and Refining Company ‘ _

120 Broadway .

New York 5, New York

SAN XAVIER
Tracts I and II
. Ore Reserves

Dear Sir:

During the discussion of the above subject in my office August 11, T
told you that I did not recall having written a letter giving ore reserve
tonnages on the Reservation. Sinee then I have found my notes on ore tonnage
data compiled in June, 1958, when we were nearly completed with the main phase
of drilling, with the further notation that I had quoted the tonnages and grades
to you on February 9, 1959. These quoted figures are the ones you doubtless had
in mind, and for the record they are repeated, as follows:

Southern Tract II

Shallow Ore (classed as "Indicated Ore")
Mixed Oxide-Sulphide 4,0 mil, @ 1.70% Cu
Sulphide 6.0 mil, @ .80% Cu
Total 10,0 mil. @ 1.16% Cu

Waste/Ore Ratio + 5:1

Deep -Or'e (classed as "Inferred Ore")
- 50 to 75 mil. @ .75% Cu

Central Tracts I-II

Shallow ore (classed as "Indicated Ore")
Waste/Ore Ratio + 5:1

Due to property line limitations in the case of the Southern shallow
ore body, and to incomplete drilling in the case of the Central ore body, the
above figures are not firm. The Southern "ore" body would actually become ore
only if the Mission open pit were to be extended through Banner ground. By
itself —- that is, with a pit limited by the south edge of the Reservation —

this material would not be an ore body.

Due to its low averé.ge grade and high Was’ce/ore ratio, the Central "ore"

| body of course if not a commercial proposition today. In fact, it would

become a true ore body only under an exceptionally favorable coprer market,

~ At the present time there is no occasion to do closer-spaced drilling
or to make more precise ore reserve éalculatiqns for either of these potential

PV




Me. D. J. Pope

SX Tracts I and IT | » | | |
Ore Reserves A -2~ - . August 17, 1959

opén pit ore bodies.

The Southern deep ore body eventually may be the most substantial re-
source on the Reservation; but it can only be considered as an underground
mine at some time far in the future. The ore tonnage listed above is classed
as "inferred" because it is penetrated by only five, wide-spaced holes, X213,
X217, X22l, X231, and X250. _ v

Due to the depth it will be expensive to drill out this ore body.
Certainly, there is no need for further drilling there at the present time.

K3

Very truly yours,
/s/ K. Richard.

KENYON RICHARD

KR/ds

cc:  CPPollock
ACHall
WOSchubel
JHCourtright




MAR 251968~ Hew York, . y., June 70, 1955
Hemorendva for File: | | |

Hé: .l.nn }uv.il;r Inu&?ﬂn Res@.*’vatiﬂ
'-’rfv"mr*a'i,:n" ')"7“"“.”' , Ont

- b

b ]

B £
N
e

i
'8 W@ nov see the pleture sné to chL.nre vi
BIy woy on the nroblezs which lle aheed, as
letter of Junc 16%tn to ir. Utz,

Yeasys, Pone, :?rt, ond Brrber met with Hdesers, Utr,
Lir r.in, Celtz, Crldwell, and’ Jonos (Hurezv of Indien LETalrs),
PRG MNersrs, Turner wnd Srulng (u.»,C.L ), in ¥r, Utsts offico
on Juae 19, 1952, ihe purpsee of iho canfcronce we5s to reviey
the recsultz of exnlorction “y the Camanny in he Pernit :
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1. Fyalarstian hosults ang Lavelannent Plena
HMr, L, H, Hart, Chief Gcologist of Anericon Soelting
uaﬁ hPJLn ng Caxﬁnwy, revieved 4ha £eTel geolony af the &rec,
He pointed osut that the %nown miner:li?o’ eron gouth of the
tezervation 4re nded northves terly ints the Hcserv:tian, nd
'-°t"tod thnt this accounted for our va ¥ osubstantial iaterest in
the unforv"in“ property ot n2 time of the bidding, Fe then
rrcviuw 2@ the ouolo;'tion PTOSTRN undertalon after tho arofe
pecting vermits hag been grentes, On 2 sketen 7D he aninted
out thne rcsatto o fero-nrrmetie curveys wnich inficates ¢aop
leve flovse extending over 203t of Traet 3 ang ATdJecting €9 the
southvestern cornar of Ircet 2, flen £round electraonyrnntie
and yr‘vi““*rwc Lurveys wvero connleotesd hroushiout tho throo
tracts. hleLL<DL73$l}, extenslva Crillin: toroush the o1 luviie
Vag -eoumpletad ¢ Geternineg sthe dteration chrrngtorleiics on the
beﬁrock. Highly sltcred STREE vers tnen CoOfe=Zrllled axn Copn
nerz1lzeiinn or flgnificince wos Singsvared in ¢ T '
() In the northeet corner of Loctinn - ¢ '
exsterly into Troct 23 (B) fionz tha sov
Frinre ¢rilling in boih ErErT angoore
lintts of 1:30rtant vineralicction seriitting cinn
rougn estlmates: . -
Arer )
. : » "7
15,020,000 tons - 0.65% cogner - ciripping retis - 531

{rﬁj 2 ' .

7,500,000 torns - .85 conser - Siripalnz ratin - 531
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of’ neer co“vleulou.

-evidence thzt thick volcesnic denosits coverecd thn
steted that exnlorztion of tha three ‘l;:m,c‘c'~ has resz

S T T S ~ June 20, 1958 :
SRR £ § 4 .nrt st tad t 2t no eignificant mineralizat ioq h:d becn dis-
"¢ elosed in Treet 3, wvhere drilling confirmed the geophysical
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Pr ‘D. Ju Pope, kAscistant to the Vice-Presicent in
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charze of Filnlng Denﬂ”trrut, vent on to review our thinking
from en ope ting point of view es to the th5¢Llo 2pnrocches

to CK?’O‘L&LiOu of the wminerslized area on the Reservotion

He srld we felt thnt neitun“ of the mines

roliced zrens in the
‘neservotion were of sufficient tonnbge &and grede

~

(%]
to cunnort en
ot it

independent nining onerstion. He added, bo'aVQ" thet within
the Assrco controlled Esst Pinn r*ea "c3~ gat to the Heogorva- I
tion on the sou tw, 0 importsnt are body rcit"“ ¢ for open pit !
mining had been <rilled out. “The ore in this ézposit, walen
<18 now beins evnlopuu Dy tsarco, was of = slgnil cratly higher
grade thrn hsd been found on the ifeservotion. YNe indicoted
thet wé believe thet the nmincra allzzation in the =zon thaarly portion
of Treet 2 along the EC:?TVrbiﬁﬂ boundery (Ares B, cbove) con
profitebly be mined a5 an extencion of {he olen plt being deve-
eloped south of the boundery, He sioted further thst 1t was
our hope that eventusily the minerslirzation in frea A counlg
elso profitebly be min"d gsupported &s if would be, by the miil
nd other instsllstions constructod In connection with the
ne jor operction to the south, o
/ : Di us5¢on then turned. to V"ricuq legnl end »rreticesl
L

.problems which must be considered in connebt*o

alization found on the Rese “V'tious

2. Due pil 1wmwcc

45 noted zhove, it now ewdesrs
. noprOﬂcn to acv;lowmuﬁt 01 the miner
<7, tlon would be in conjunction nith de

¥diligence™ requirerment of the lease.

.

thet the only feosible
“1lized zone
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with the ziner-

A the Eazoservie

the hiziher

i grade ors oﬁy ly ng to the souvth, :ir. ’oan irdicrted tnnt ;
‘this meznt thot the ordé on the Rstervetion wac unlilaly setuzlly
- to b2 mined until six to teon yecrs from tho Cnte of the leuse,
.« We e;o;c -sed the hope thet s5 lons 2z work Fo0S5 farwerd in a
- . . workmenlike nonner on the deve 2loprant of the ore bsdy considered
% ! &s a vhole,. end the. vors recuirasanis for ths lorsed proserty
" within the feservatisn arc riot ¢l 7e.T; no cuestion would be
rezised by the Tepartment of Trterﬂvr £8 €0 our fulfillinz the
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ree.  le furuher.
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3, VYaste Dumn1nr Arar

Hr., Pope “ointca out the very large arccs which would
be required for waste dumping in connection vith the D*oj“Cu.
These would include the »CCblOﬁu l"ins to the eest of the ore

:_b0ﬁy both on ond off the Reservation. It was pointed out that -

the southerly sections of Przet 3 were suitzble for vaete dump-
ing but thot no mineralization had been found on Trocet 3., The
question therefore arises s %o now 1t is Oeut to Wox x out a

. lease on these ect*ouu.

After discussion two alternativcs'emcrgea:
‘ A.‘ Hegotiate a business lezse with the Indian
allottecs for the use of the su rface only and for a tern

of 25 years, subject to renewal for a second 25 yeear ternm,
under the authority coaferred on the Sacretary bj

25 U.£.C. 4. Secc, 415, end See. 131 of the Rﬂgu etions, AN

Presumably the terms of such 2 lerse would follow those
contalned in the forn for mineral leases, that 1s, a rental

of $1.00 per acre per yesr, plus a paymcnt of 225.00 per MO

acre at such time os the lend wos used for va ute du*pjhu.
It wves recognized that minimuam ;oy,lLins end work require-
ments would not be involved in udCh lecse,’ :

B. Constru t permit to provide'for the
issuence of & lease urdcr the perait for purposes of weste
dumping, It was noted thst the ¢lvieiosn into three. tracts
wes en erbitrary one end thst the dumping on Traect 3
would be Umining operations® nccessary to.the reimovel of
ninerzls. The permits refer to procduct ve ereas end Y“addi-
tional screzge® necessary for mining op eratlons, end -
define - "minlnr operztions" to include ::stc ¢uzmplng (Peralt,
Para, 1). Thic alternntlve would alss require zn haminLu-
trative deterzinction that since this portlon of the lers
was for the use of tha curfice only, minlpum royelties qu
work requi;eme 1te would not bde *nvovau. ‘

. M. Seitz suzgested ‘that 1t & izat be de
out the lense on Tract 3 within the fr"”“ho-“ of
referred to come difficuitics the Duresu hat been h 4
the Papogo Indiens on the Papego Heservation ond sug;estea thet
one could not be sure that“it WO " be posgible to sipn un all
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-of :the indivicuals involved.

6. Minimum Rovelties R S e

2

-l . June 20, 1958
: It vas left that Mr, Scitz in consultation with our
Mr, Snedden znd the team that signed up the Indien sllottees
in the first instance would consgig

er the probleiz in the light

5. Rov-lties L .

- . It wes pointed out that the 105 royalties~provided in .
the lezse were extremely hizh by any stendards for the grade of
ore found on the Reservation, ' f P

¥r, Utz pointed out that under the lecse, royalty
rates were subject to reasgonszdle ac justment un or dovn o
end of the first ten-yezr perind 2nd noted thet uncer our plen
of developuent of the Luine, as expleined by iir, Pope, our actual
mining operations on the Reservation would probicbly Jjust be
getting well under wey at the tinme royelty rates were up for
reconsideration, I : ’

» The glternztive would be to drop our rights to 2 lease
under the permit znd a2t on aporoprizie tinie negotizte & nev lence
on revised royzlty terms with the Indisn allotteces, It was recog-
nized that this slternative precented reny probleas, ‘

[ SR

It wes suggested that there would be no problen in
paying the stinulated minirum royelties on the entiro screage
included within the leacse, if, &5 is norzslly the crce in comtoer-
celel lezses, they could be regarded as advence royslties and
crecited agcinst acctuel royaltles when cue., Ir. Barber sugmested
thet this would be 2 rczsonchble provision, vhere, as in tnis crse,
there would be & consicdershle period before sctuzl mining of the
ore commnenced, &t vrlch tine, miniaz opcrations cn the 2 gcrvation
would be on & very substsntizl szesle, iy nressed doudts
vhether the Buresu would be free to 30 in e
ferring to the languzge thercof which he
for interpretsation,

, Alternatively, 1f the lesse could be intersreted o8& re- ?
cuiring the peyament of minimun royolties only with rosscet to _
"such acrecge as is reascnzbly proven praduetive? (2erait, Pora, 1),
the payment of minimun royalties would not be én excassive burcden

on the project,

.



end due diligence in terns of the proje
‘ : & whole, 5o thaot no

E T L “June 20, 1958
s third elternative w
~frezs from the greas lezsed ung
Sep&rste business le
Ccse of Tract 3,

ould be to onit the
er the permit
such

7. Yuzher of Lenseas,

, ~Mr. Celdwell noted that
feparate lesseg on each treset,
be Sepzrate lea

the Depzrtment woulg issue:
This woulg 1
8¢5 on Tracts 1 or

Ae It weos noted that two -
- fepiarate aresy of minerzlization ¥ould be involved in the lease
or leases on Tract 2, - o

.The hovz wasg expressed that in ¢dalnistering the
Seperate lecses ihe Departnent vould approach the cuestions of
wvork Tec¢ulrements

¢t es
&8s to due Cilicence in
Iract 2, feparate and apart from the
nee in develo;ing'the entire droperty,

_ question wouled srise
Tract 1, or in Area A of

question of due dilige

8o Weter -

o
L e ..

: ' Ar. Barber noteg thet under the 1
to 6ri1l velis end draw weterp from the p
tunately no favorasble ground 2
- 8upplies of vater dc¢curred within th
‘noted, however, thet there vas & )
the Senta Crug River, 2 short disteine
Reservation. ‘Hr. Pope stzteg thot our wa
‘be on the orcer of 3,000 gallons ser pinute
be returned to the ground, The only loss
evaporation, : ’ -
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§TOUNd wes avoilable
thot we woulg have no difficulty

&te lease for thne PUrdose, e su
atlons for such 2 lecse proustly., Our
scuss this with 4r, Ceitz in Phoenix
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