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Attached Land Board Policy Date Remarks 

1. Bonding - Mineral Leasing 06/25/1980 
04/10/1990 

6/25/1980 – Established a bond of $5,000 per lease, and adopted a statewide bond of $50,000 
that would have no more than 15 leases. 
 
4/10/1990 – Bond for recreational uses (hand tools and equipment) reduced from $5,000 to 
$1,000, and the state retains the prerogative to increase that bond depending upon the plan of 
operation. Reduced the bond on private landowner from $5,000 to $2,500. 

2. Metalliferous Mineral Leases 12/13/1988
11/23/1998 

12/13/1988 – Maximize gain to the endowment by putting mineral leases up for competitive 
bid. Includes a minimum annual royalty in addition to the bonus bid; provides that funds go 
into the permanent fund as well as the distribution fund. 
 
11/23/1998 – The Board approved the royalty rates for mineral commodities. 
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1. Bonding – Mineral Leasing 
Attachments 

June 25, 1980 approved memo and final minutes 

Summary: Established a bond of $5,000 per lease, and adopted a statewide bond of $50,000 
that would have no more than 15 leases.  
 

April 10, 1990 approved memo 

Bond for recreational uses (hand tools and equipment) reduced from $5,000 to $1,000, and the 
state retains the prerogative to increase that bond depending upon the plan of operation.  
Reduced the bond on private landowner from $5,000 to $2,500.  
 

 

 

  







STATE BOARD OF LAND COMMISSIONERS

April 10, 1990

SUBJECT

Modification of Bonding Requirement Policy for State Mineral Lease
to Allow for Reduced Bond Rate

AUTHORITY

Idaho Code section 47-708

BACKGROUND

The present mineral lease document was revised and adopted August
13, 1985. The minimum bonding requirement per section 24 of this
document was set at $5000 per lease.

DISCUSSION

Over the past several months the Department has received requests
to reduce the $5000 bond rate. These requests have been received
from (1) lessees who limit their operations to recreational mining
activities; or (2) lessees who lease state minerals under their
surface ownership.

The “recreational miners” generally conduct small scale operations
using hand tools with minimal surface impact. Following the same
guideline as has been established for recreational riverbed mineral
lessees, a bond rate of not less than $1000 with the actual bond
rate to be established in relation to the scope of the mining
operation should be appropriate. This bond amount can be increased
at any time it is determined the bond is insufficient to assure
compliance with the terms of the lease agreement, including
mitigation of the surface values impacted by mining, and to
adequately guarantee payment of production royalties. Moreover,
any required reclamation bond is in addition to the mineral lease
bond.

The exact amount of the bond can be managed by the department staff
through review and approval of the plan of operation and
corresponding reclamation plan prior to allowing the lessee to
commence mining operations.



Landowners leasing state minerals under their surface ownership
believe the surface impacts resulting from their mining operations
is a loss to them for which they do not need to be bonded.
However, IOL staff believe a bnd should be of sufficient amount
to assure compliance with the lease terms and payment of the
royalties generated from production. The recommended minimum
amount of bonding in this instance is $2500.

RECOMMENDATION

1) Approve a minimum bond rate of not less than $1000 for
leases that are recreational in scope and have minimal
impact.

2) Approve a minimum bond rate of $2500 for landowners
leasing state minerals under their surface estate.

BOARD ACTION
Ap,rcved (‘//

APR 1 0 1990
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2. Metalliferous Mineral Leases 
Attachments 

December 13, 1988 approved memo and final minutes 

Summary: Maximize gain to the endowment by putting mineral leases up for competitive bid.  
Includes a minimum annual royalty in addition to the bonus bid; provides that funds go into the 
permanent fund as well as the distribution fund. 
 

November 23, 1998 approved memo 

The Board approved the royalty rates for mineral commodities. 
 















STATE BOARD OF LAND COMMISSIONERS
November 4, 1998

SUBJECT

Modification of royalty schedule for metalliferous and non-metalliferous minerals.

OVERVIEW

On September 13, 1978, the board approved a royalty schedule for metalliferous and non-metalliferous
minerals. The schedule has been in effect since that time. The ore value per ton in the schedule was based on
the average 1978 gold price, which was $193.23 per ounce. The schedule did not take into account the market
prices for other commodities such as silver, lead, zinc and copper, which are, and historically have been,
considerably less than the market price of gold.

In 1997 the Department of Lands received a metalliferous mineral lease application from Silver Butte Mining
Co. Prior to issuance of the lease it became apparent that the existing royalty rates could be economically cost
prohibitive. The bureau’s mineral leasing specialist reviewed other western states’ royalty rates, along with
rrent and long-term metal prices. Based on this review, the mineral lease was issued with a royalty rate of

five (5%) percent of gross receipts. Seven additional mineral leases have been issued under this revised
royalty rate.

The average selling price for gold on the world market between 1978 and 1997 was $380.97 per ounce. This
average is almost double the 1978 market price therefore, the existing royalty schedule does not accurately
reflect market conditions for any metalliferous or non-metalliferous mineral.

The schedule is very cumbersome to apply, as the royalty rate changes with every $10 fluctuation in the per
ton ore value. The per ton ore value will vary depending on the type of ore produced, beneficiation techniques,
processing and transportation costs. The schedule does not work well for placer gold, which is uniformly sold
by the ounce, not the ton. It also does not work well for gold processed by heap leaching because the end
product at the mine mouth is dore, not ore. The only feasible application of this schedule is for a mine with high
grade ore that does not process the material on site.

If this schedule were to remain in effect the royalty rate for gold would always be 10% of the ore value per ton,
because the highest figure for the ore value per ton is less than the current price of gold. The royalty for all
other metalliferous and non-metalliferous minerals, with the possible exception of silver, would be $0.25 per
ton, because their value would not normally exceed $10.00 per ton. The schedule was not designed to work
this way when approved in 1978.
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It is difficult to accurately determine if a 5% royalty on gross receipts would return more money to the
endowment than the existing schedule, because the ore value per ton is mine site specific, and there are no
producing metalliferous or non-metalliferous leases.

At the current gold price of $293.35 per ounce a royalty rate of 5% of gross receipts would return $14.67 to the
endowment for every ounce sold. It would take ore with a metal content of at least one-half ounce per ton to
match this figure without taking into account deductions for processing and transportation costs. With these
costs included the metal value in the ore would have to be higher to return the same amount of money to the
endowment. Most primary gold deposits mined today do not have ore values even close to one-half ounce per
ton.

Six western states which lease minerals on endowment lands assess royalties on metalliferous and
non-metalliferous minerals as a percentage of the gross selling price of the mineral sold. The percentage
ranges from 3% in Alaska to 5% in Washington, Montana and Arizona. Wyoming and Colorado base the
royalty on a sliding scale depending on the ore value per ton which allows for deductions for processing and
transportation costs. The maximum percentage in Colorado is 7%, and in Wyoming 10%. The proposed 5%
rate is within the range applied by other western states.

On September21, 1998, the bureau sent a letter to our metalliferous mineral lessees explaining the proposed
royalty modification and requesting comments. No objections to the royalty schedule change were received by
the Department.

RECOMMENDATION

Approve the proposed and attached royalty schedule for new metalliferous and nonmetalllferous minerals
‘eases, and for eight existing mineral leases issued under royalty rate during 1997 and 1998.

BOARD ACTION APP R 0 V ED NOV 2 3 19

ATTACHMENTS

1) Existing Royalty Schedule
2) Proposed Royalty Schedule

SAMJ
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METALLIFEROUS AND NQN-METALLIFEROUS MINERALS

(With exceptions as noted)

PRODUCTION ROYALTY

This schedule applies to ores of all mineral commodities, from any type of deposit or method,
exceot as follows:

Oil, gas, other hydrocarbons; uranium and other fissionable minerals; coal, sand, gravel,
basalt and other common variety minerals mined for highway construction and maintenance
and other general construction purposes; limestone, dolomite, marble, slate and similar
mineral materials used for dimension stone or other building materials; scotia, perlite,
pumice, and forms of volcanic rocks used in the manufacture of building block; clay and
associated minerals; lava and other decorative rock; and other mineral commodities that
may be excluded at the discretion of the State Board of Land Commissioners.

Lessor reserves, and Lessee agrees to pay to Lessor, a production royalty per the following
schedule:

Ore Value Production
Per Ton Royalty Rate

$0.00 to 10.00 $.25/ton ore produced
10.01 to 20.00 2.75%
20.01 to 30.00 3.00%
30.01 to 40.00 3.25%
40.01 to 50.00 3.50%
50.01 to 60.00 4.00%
60.01 to 70.00 450%
70.0 1 to 80.00 5.00%
80.01 to 90.00 5.50%
90.01 to 100.00 6.00%

100.01 to 110.00 6.50%
• 110.01 to 120.00 7.00%

120.01 to 130.00 7.50%
130.01 to 140.00 8.OO%
140.01 to 150.00 8.50%
150.01 to 160.00 9.00%
160.01 to 170.00 9.50%
170.01 and up 10.00%

The minimum production royalty acceptable is twenty-five cents ($0.25) per ton of ore produced.

DL 1801-29(5)
]197

ATTACHMENT I



EXHIBIT “A”

ROYALTY SCHEDULE

METALLIFEROUS AND NON-METALLIFEROUS MINERALS (with exceptions as noted)

This schedule applies to ores of all mineral commodities, from any type of deposit or method of
extraction andior processing, except as follows:

Oil, gas, other hydrocarbons; uranium and other fissionable minerals; coal, sand, gravel.
basalt and other common variety minerals mined for highway construction and
maintenance and other general construction purposes; limestone, dolomite, marble, slate,
and similar mineral materials used for dimension stone or other building materials; scoria,
perlite, pumice, and forms of volcanic rocks used in the manufacture of building blocks;
clay and associated minerals; lava and other decorative stone; and other mineral
commodities that may be excluded at the discretion of the State Board of Land
Commissioners.

Lessor reserves, and Lessee agrees to pay to Lessor, a production royalty per the following
schedule:

five (5%) Percent of the gross receipts, including all bonuses and allowances paid,
earned or received at the point of sale of the first marketable minerals. Reasonable
transportation costs to the closest feasible point of sale, andlor smelting charges,
deductions and other treatment costs may be deducted from the gross sales receipts for
material that requires additional processing to obtain marketable minerals after being
mined and removed from the leased land.

GENERAL

Lessee will furnish evidence to the satisfaction of the Lessor that the price received for
ores sold are reasonable and fair.

The above listed royalty rate will be reviewed on a yearly basis, and if market conditions
so warrant, the above listed minimum royalty may be increased upon a sixty (60) day
notification to the lessee.

K

ATTACHMENT II


	Agency Contact
	Contents
	Index – Minerals Leasing
	1. Bonding – Mineral Leasing
	June 1980 memo
	June 1980 minutes
	Apr 1990 memo

	2. Metalliferous Mineral Leases
	Dec 1988 memo
	Dec 1988 minutes
	Nov 1998 memo




