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Hr.  E®  R*  Fryer,  Ae81gtant  €omi8Bioner
Bureau o£  Indldm  Affairs
Bep®rtaent  of  Interior
Washington  25,  D.  a.

Bear  fry.  Fryer:

July  12,   1963

I  have  your  rep'1y  to  ny  letter  ®f 14ay  27th  regarding
a  phase  of  the  royalty  provlBlon  of oil  and  gas  1€aee8  1n
the Os&ge.    It  does  not  appear  to  me  that  you went  lrito
the  gubstrmce  of ngr  position.    Of  €ourBe,  I  haew  that  the
provi$1on  co"plalned  of "aa  ln  the  le&ge8  when  I  aequlred
them,  but  that  13  imaterlB1.    That  18  irfu}7  I  trrote  to  the
Coulssioner!

{1}  Leases  in  the  OBflge  carry  a  1/6  royalty  versus
1/8  ori qre8t  Federal  1and8  or  lands  edmlnlster€d  for
Indiae8  by  the  Federal  gover"Bent.    In  Splte  of  thl€,
the €®unell may  md  generally  does  reduee  this  rate  for
€econd&ry  oil  recovered.    Thug  1t  does  take  equlty  into
accoufit .

{2}    Allowhble€  1n  the  C8age,  as  in  the  rest  o£ Okla-
homa,  are very  iou  for  the  Shallow  Bands  found  ±n  the  Osage,
on  the  Srder  of  8  t®  10  b&rrel8  a  day.    This  dl8¢oura8eB
drilling,  hag  indeed  discouraged  uS.

{3}    The  price  p&1d  by  €ert&1n  purch&SerB  ln  Oklcho"
ls  lower  than  that  paid by other puraha8ers  but  the  producer
cannot  Bell his  oil  to  the  plpellne  paying  the higher  price,
because  he  i8  1n  a  praetlcal  SenBe,  a  cap[1v€  Selle¥.    Pipe-
11ne8  used  to  take  each  other'8  cust®acrs  but  the  alnall
voliane*  for  one  thing,  and  the  e*ceB8  Supply  of  Oklahoma
crude,  for rmother,  have  8tllled  such  activltle8.    Several
"jor  lines,  like Gulf,  have  gold  their  facilltles  and no
longer  purch&Be  crude.
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{4}    The "ney  involved  ln  this  question  ig  not  lflrge,

::tL::o# £: i:::tnano: ::a:i€:t°::a:: :¥:I:n::hp:¥a::¥::%n.
{5}    Lease  sales  in  the  Osage bring  little  interest

and  less  and  less  drilling.    There  are  several  leases  on
which  I  sfrould  be  drilling now and may  drill  regardless
how  this  issue  is  resolvsd.    But  I  have  a  feeling  that
instead  of  the  abrupt way  in  which  you  dismiss  this  matter,
you might` find  the  Og&ge  Council  receptive  to  the  propogl-
tion  to  correct  a  singular  inequity  to  the hurt  and  damage
®f  those  tthi a  spend  their  money  to  produce  revenue  for  the
Osage  Nation  and  taxes  for  the  state  and  Federal  government.

Finally,  1f  you `do  not  care  to  pursue  this  matter
further,  you need not  trouble  to reply  to  this  letter.

Very  sincerely,

Emby  Kaye
EK : bne



UNITED  STATES
DEPAF3TMENT  OF  THE   INTEF3loF]

BUREAU  OF.  INDIAN  AFFAIRS

WASHINGTON  25,  D.  C.

•!JL
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A-I
ur.  Ebty Hare
8lf Flrgt  Hatlonal  Building                                                 `
Ttl.. 3,  Ofichcm

Dear  Hr.   Xayes

We  have  your  l®tt®r  of  }jay  £7  I.equeBting  that  a  change  be  made
in  the  provltione  of  usage  oil  l®aee8  which  r`®quire  computation
®f royalty  ba.ed on  the  actual  sellirng  price  but  at  not  less  than
th®  hlgh®St  posted market  prlc®  in  the  Hidrfontinent  oil  field  on
the  day  of  th®  ®al.  or  rencr7al.

It  1. Bet  f.lt  that  the royalty  provlchon8  are unfair  to  the oil
i.Be®®€  beo&u..  th.  price  of  oil  ln  Olclaham  and  Kan.as  le  a
a.tt®r  of general  knoulcdge  and  the  l®sseeg  v`er®  fully  &irar®  of
the  eppllcabl.  prorielon8 when  the  le&8e8  ver®  acqulr.d.    Bearing
ln nlnd  the  lnter®3te  of the  usage  Tribe,  ve  do  not  bell®ve  any
cheng®  ehould  be md®  1n  the  leases.

Sinoer®ly  peure,

f;-.:.I.!':\      F        F   .'   :`rT''„|     r!\:``!`L:i

Ccrmis8ioner


