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THE WHITE HOUSV
WASHINGTON

July 2, 1976

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX I. FRIEDERSDORﬁ.\
SUBJECT: S.391 - Federal Coal Leasing

Amendments Act of 1975

The Office of Legislative Affairs concurs with the agenéies

that the

I recommend S.391 be vetoed. House passage was by 344-51; Senate
passage by 84-12. It appears unlikely a veto can be sustained.
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THE WHITE HOUSE

WASHINGTON

July 3, 1976

MEMORANDUM FOR THE PRESIDENT
FROM: - JIM CANN%
SUBJECT: S. 391

The Domestic Council recommends veto.

The administrative procedures and regulations set up
by Interior on January 29 provide the incentives,
proper controls and necessary flexibility to produce
coal.

The rigidity and arbitrary nature of the procedures
and rules of S. 391 would create vast paperwork, more
Federal bureaucracy, and unnecessary delays in leasing.

S. 391 is more big government. It should not become
law.
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cc: James T. Lynn
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ASSOCIATE DIRECTOR
FOR NATURAL RESOURCES, ENERGY AND SCIENCE

July 2, 1976

TO Bob Linder

FROM: James L. Mitchell

Attached are draft outlines for
signing message and veto message
of the Mineral Leasing Bill. Jim
Lynn will be reviewing these also.
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Approval Message -- Outline

(o)

(o}

I have approved S. 391 -- but reluctantly.

Coal is vital to the Nation's energy future and a
great deal of it is owned by the Federal Government.

Accordingly, an effective and fair policy of leasing
these Federal assets is vital to the Nation's future.

On two prior occasions the Administration sent up
legislation to modernize the 1899 and 1920 Acts by

- requiring competitive leasing
- eliminating preference right leases
- requiring diligent development

- assuring payments of fair market price for
Federal coal

S. 391, as enrolled, also seeks to accomplish the
above reforms but does so in a manner that could create
serious impediment to optimal recovery of these resources.

The 12 1/2% minimum royalty provision is unduly
rigid.

However, I have been advised by key congressional

sponsors of the bill that the Secretary of the Interior

is authorized to agree to reduce that amount automatically
under certain conditions before leases are entered into.

A wide ranging and comprehensive Federal coal exploration
program would be expensive and of what minimal benefit.

However, I have been advised by the sponsors of the bill
that what the Congress has in mind is essentially
continuation of the more modest current program.

Automatic termination of leases under which commercial
guantities of coal are not produced in 10 years may
produce serious problems for synthetic fuel plants.

However, I have been assured by the sponsors of this bill
that an exception will be made for these plants in

they synthetic fuel legislation now pending before the
Congress.




I do not believe the increase from 37 1/2% to 50% ‘of
the States' share of leasing revenues will meet the
need for impact assistance; I would have preferred

that the inland States follow the lead of the coastal
States in embracing the loan and guarantee program that
I proposed last January.

However, I will abide by the judgment of the Congress
that the increase in the State share will meet the needs
of the inland States -- but, at the same time, I do not
expect that the Congress, having granted this assistance,
would offer the inland States the same benefits as will
become available to the coastal States.

Other provisions of the bill will result in delays
which we would be better off without, and restrictions
which may mean that less coal is available than
otherwise would be the case.

However, in the interest of achieving a national
consensus on a single policy covering the leasing of
these Federal resources and meeting the needs for

impact assistance -- and in the belief that no better
bill will be available for my signature -- I have chosen,
on balance, to sign the bill.



Disapproval Message —-- Outline:

0 Returning S. 391 without approval.

o Coal is vital to the Nation's energy future and a great
deal of it is owned by the Federal Government.

o0 Accordingly, an effective and fair leasing policy of these
Federal assets is vital to the Nation's future.

I. LEASING PROVISIONS

0 On two prior occasions, the Administration set up legisla-
tion to modernize the 1899 and 1920 Acts by

- requiring competitive leasing
- eliminating preference right leases
- requiring diligent development

- assuring payments of fair market price for
Federal coal.

o By last January, over months had gone by without
any Congressional action.

0 Accordingly, the Department of the Interior -- using exist-
ing authority -- published comprehensive regulations which
met all of the above objectives

- to achieve competitive leasing, the Department's
regulations

- the regqulations eliminate preference right leases

- to achieve diligent development, the regulations

to assure fair market price, the regulations

0 Accordingly, the currently operating coal leasing program
provides an effective balance of resource development,/,ﬂs
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environmental sensitivity and public part1c1pat10n. ,,u
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Unfortunately, while some of the provisions of the enrolled
bill that seek to achieve the above objectives are not
unreasonable, many seek to achieve the objectives in an
unreasonable manner.
A number of provisions unduly limit the needed flexibility
in the Secretary to optimize resource recovery and Federal
revenues

- mandated 12 1/2% minimum royalty

- mandated deferred bonus payments on 50% of acreage

- mandated termination of leases not producing coal
within 10 years

- mandated limit of 25,000 acres of logical mining
units.

Other provisions will unduly delay the coal leasing pro-
gram without any substantial benefit to the public by

- mandating anti-trust review

- mandating excessive number of public hearings

- authorizing State delay of national forest leasing.
Still other provisions are simply unnecessary

- Federal exploration program

-~ reserving tracts for public bodies

- mandating approval of operating and reclamation
plan within 3 years of lease issuance.

Option 1 -- Simply declare legislative authorities in
enrolled bill unnecessary

Option 2 -- Recommend changes in legislative authorities
to fix them up

- 12 1/2% minimum royalty, except Secretary
can go down to 5% to achieve economic
recovery



- deferred bonus payments on no less than
50%, except Secretary can waive on findings
of economic conditions and degree of
interest in leasing

- require extensive exploration data to be
obtained and made available to the Federal
Government by bidders

- require commercial production within 10
years except for a 5-year extension for
justifiable operating reasons

- 1limit logical mining units to 25,000 acres
with the exception for larger units when
necessary to achieve full economies of
scale or realization of full value of equip-
ment.

II. IMPACT ASSISTANCE

S. 391 correctly recognizes the need for assistance to
alleviate impacts caused by the economic development
associated with the development of Federal coal resources.

Unfortunately, the manner by which this problem is attacked
neither recognizes the nature of the problem nor provides
sufficient resources to solve it.

In contrast, the Federal Energy Impact Assistance Act which
I proposed last January would provide adequate resources
when they are needed, where they are needed in a manner
that would to the maximum extent possible require the
ultimate users of Federal minerals to pay for the public
facilities needed in development of them.

Gratified that coastal States have essentially adopted this
approach in a bill I expect to sign later this month.

Option 1 -- Again encourage inclusion of inland States in
Administration proposal.

Option 2 -- Give the Congress the option of either including
inland States in Administration proposal or
increasing share of mineral leasing revenues
for States ~- but not both -- or perhaps give
individual Governors the option of electing one
program or the other. 17555i>
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OFFICE OF MANAGEMENT AND BUDGET

ASSOCIATE DIRECTOR
FOR NATURAL RESOURCES, ENERGY AND SCIENCE

July 2, 1976
T0 Bob Linder

FROM: James L. Mitchell

Attached are draft outlines for
signing message and veto message
of the Mineral Leasing Bill. Jim
Lynn will be reviewing these also.
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Approval Message -- Outline

o I have approved S. 391 -- but reluctantly.

0 Coal is vital to the Nation's energy future and a
great deal of it is owned by the Federal Government.

o Accordingly, an effective and fair policy of leasing
these Federal assets is vital ‘to the Nation's future.

© On two prior occasions the Administration sent up
legislation to modernize the 1899 and 1920 Acts by

'~ requiring competitive leasing

' LY
- eliminating preference right leases N
- 2
- requiring diligent development _ Iy
’ A
o
- assuring payments of fair market price for R

Federal coal

o S. 391, as enrolled, also seeks to accomplish the
above reforms but does so in a manner that could create
serious impediment to optimal recovery of these resources.

© The 12 1/2% minimum royalty provision is unduly
rigid.

o However, I have been advised by key congressional
sponsors of the bill that the Secretary of the Interior
is authorized to agree to reduce that amount automatically
under certain conditions before leases are entered into.

o A wide ranging and comprehensive Federal coal exploration
program would be expensive and of what minimal benefit.

©0 However, I have been advised by the sponsors of the bill
that what the Congress has in mind is essentially
continuation of the more modest current program.

o0 Automatic termination of leases under which commercial
quantities of coal are not produced in 10 years may
produce serious problems for synthetic fuel plants.

0 However, I have been assured by the sponsors of this bill
that an exception will be made for these plants in
they synthetic fuel legislation now pending before the
Congress.



o)

I do not believe the increase from 37 1/2% to 50% ‘of
the States' share of leasing revenues will meet the
need for impact assistance; I would have preferred

that the inland States follow the lead of the coastal
States in embracing the loan and guarantee program that
I proposed last January.

However, I will abide by the judgment of the Congress
that the increase in the State share will meet the needs
of the inland States =-- but, at the same time, I do not
expect that the Congress, having granted this assistance,
would offer the inland States the same benefits as will
become available to the coastal States.

Other provisions of the bill will result in delays
which we would be better off without, and restrictions
which may mean that less coal is available than
otherwise would be the case.

However, in the interest of achieving a national
consensus on a single policy covering the leasing of
these Federal resources and meeting the needs for

impact assistance -- and in the belief that no better
bill will be available for my signature -- I have chosen,
on balance, to sign the bill.




Disapproval Message -- Outline:

0 Returning S. 391 without approval.

o0 Coal is vital to the Nation's energy future and a great
deal of it is owned by the Federal Government.

0 Accordingly, an effective and fair leasing policy of these
Federal assets is vital to the Nation's future.

I. LEASING PROVISIONS

0 On two prior occasions, the Administration set up legisla-
' tion to modernize the 1899 and 1920 Acts by

-~ requiring competitive leasing

- eliminating preference right leases ,f’?{{;
f’ o v \\

(/
- requiring diligent development fal
- assuring payments of fair market price for *f‘ j}/

Federal coal. e

o By last January, over months had gone by without
any Congressional action.

0 Accordingly, the Department of the Interior -- using exist-
ing authority -- published comprehensive regulations which
met all of the above objectives

- to achieve competitive leasing, the Department's
regulations

- the regulations eliminate preference right leases

- to achieve diligent development, the regulations

- to assure fair market price, the regulations

0 Accordingly, the currently operating coal leasing program
provides an effective balance -0f resource development,
environmental sensitivity and public participation.



Unfortunately, while some of the provisions of the enrolled
bill that seek to achieve the above objectives are not
unreasonable, many seek to achieve the objectives in an
unreasonable manner.
A number of provisions unduly limit the needed flexibility
in the Secretary to optimize resource recovery and Federal
revenues

- mandated 12 1/2% minimum royalty

- mandated deferred bonus payments on 50% of acreage

- mandated termination of leases not producing coal
within 10 years

- mandated limit of 25,000 acres of logical mining
units. .

Other provisions will unduly delay the coal leasing pro-
gram without any substantial benefit to the public by

- mandating anti-trust review

- mandating excessive number of public hearings

- authorizing State delay of national forest leasing.
Still other provisions are simply unnecessary

~ Federal exploration program fffﬁaj

- reserving tracts for public bodies )

- mandating approval of operating and reclamation{b
plan within 3 years of lease issuance.

Option 1 -- Simply declare legislative authorities in
enrolled bill unnecessary

Option 2 -- Recommend changes in legislative authorities
to fix them up

- 12 1/2% minimum royalty, except Secretary
can go down to 5% to achieve economic
recovery



- deferred bonus payments on no less than
50%, except Secretary can waive on findings
of economic conditions and degree of
interest in leasing

- require extensive exploration data to be
obtained and made available to the Federal
Government by bidders

- require commercial production within 10
years except for a 5-year extension for
justifiable operating reasons

- limit logical mining units to 25,000 acres
with the exception for larger units when
necessary to achieve full economies of
scale or realization of full value of equip-

ment. .
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I1. IMPACT ASSISTANCE

. . 2? v
S. 391 correctly recognizes the need for assistance ton .~

alleviate impacts caused by the economic development
associated with the development of Federal coal resources.

Unfortunately, the manner by which this problem is attacked
neither recognizes the nature of the problem nor provides
sufficient resources to solve it. :

In contrast, the Federal Energy Impact Assistance Act which
I proposed last January would provide adequate resources
when they are needed, where they are needed in a manner
that would to the maximum extent possible require the
ultimate users of Federal minerals to pay for the public
facilities needed in development of them.

Gratified that coastal States have essentially adopted this
approach in a bill I expect to sign later this month.

Option 1 -- Again encourage inclusion of inland States in
Administration proposal.

Option 2 ~- Give the Congress the option of either including
inland States in Administration proposal or
increasing share of mineral leasing revenues
for States =-- but not both -~ or perhaps give
individual Governors the option of electing one
program or the other.






TO THE SENATE OF THE UNITED STATES:

I am returning to the Congress today without my approval
S. 391, the Federal Coal Leasing Amendments Act of 1975.

This bill addresses two essential issues: the form of
Federal assistance for communities affected by Federal coal
development, and the way that Federal procedures for the leasing
of coal should be modernized.

On the first of these issues, I am in total agreement with the

Congress that the Federal Government should provide assistance,
Q

Conevae W
and yaessEpEEgttreTTINER the form of assistance adopted by

the Congress in S. 391. Specifically, I pledge my support for
increasing the State share of Federal leasing revenues from 37 1/2
percent to 50 percent,

Last January I proposed to the Congress the Federal Energy
Impact Assistance Act to meet the same assistance problem, but
in a different way. My proposal called for a program of grants,
loans and loan guarantees for communities in coastal States
affected by its development of Federal energy resources such as
gas and oil as well as for communities in inland States affected by

development of energy resources such as coal.
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The Congress has agreed with me that such impact
assistance should be provided for coastal States, and I
Hope el . i

to be'51gnﬁﬂg appropriate legislation in the near

future. |

In the case of inland States, however, the Congress --
by overwhelming majoxity -- has voted in S. 391 to expand
the more traditional sharing of Federal leasing revenues,

raising the State share of those revenues by approximately

one third. _OReihiSei-sewver—i-am-Prepared=to rospecrt—tie

wade.
i S. 391 limited to that

A

provision, I would sign it.

Unfortunately, however, S. 391 is also littered with
many other provisions whiéch would insert so many rigidities,
complications, mad burdensome regulations into Federal

0 AL "*( l{:&'& »l
leasing procedures that it would inhibit coal productioa«
(25750 bl
li/av.ﬂbivfaise prices for consumers, and ultimately delay our

achievement of energy independence.
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I object in particular to the way that S. 391 restricts the

flexibility of the Secretary of the Interior in setting the terms

of individual leases so that a variety of conditions -- physical,

environmental and economic -- can be taken into account.

S. 391 would require a minimum royalty of 12-1/2 percent,

more than is necessary in all cases. S. 391 would also defer

bonus payments -- payments by the lessee to the Government

usually made at the front end of the lease -- on 50 percent of the

acreage, an unnecesaarily stringent provision, This bill would

also require production within 10 years, with no additional

ﬂexibility.@would arbitrarily restrict any single mining unit

from controlling and mining tracts in excess of 25,000 acres, even
—

though that may be uneconomic and increase coal production costsj

Furthermore it would require approval of operating and reclamation

plans within three years of lease issuance. While such terms may

be appropriate in many lease transactions -- or perhaps most of

them -- such rigid requirements will nevertheless serve to setback

efforts to accelerate coal production.
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Other provisions of S. 391 will unduly delay the development
of our coal reserves by setting up new administrative roadblocks.
In particular, S. 391 requiresEatailed anti-trust review of all
leases, no matter how small; it fequingfour sets of public
hearings where one or two would suffice; and it authorizes States
to delay the process where National forests -- a Federal
responsibility -- are concerned.

Still other provisions of the bill are simply unnecessary.
For instance, one provision requires comprehensive Federal
exploration of coal resources. This provision is not needed
because the Secretary of the Interior » already has the authority
to require prospective bidders to furnish the Department with all
of their exploration data so that the Secretary, in dealing with them,

will do so knowing as much about the coal resources covered as

¢
» .

e
/e Fo?‘,,_,\
the prospective lessees. .~ ‘G
For all of these reasons, I believe that S. 391 would have ai{x‘ =
\\‘ b..""

adverse impact on our domestic coal production. On the other
hand, I agree with the sponsors of this legislation that there are
sound reasons for providing in Federal law -- not simply in
Federal regulations -- a new Federal coal policy that will

assure a fair and effective mechanism for future leasing.



Accordingly, I ask the Congress to work with me in
developing legislation that would meet the objections I have
outlined and would also increase the State share of Federal

leasing revenues.




TO THE SENATE OF THE UNITED STATES:

I am returning to the Congress today without my approval
8. 391, the Federal Coal Leasing Amendments Act of 1975.

This bill addresses two essential issues: the form of
Federal assistance for communities affected by development
of Federally-owned minerals, and the way that Pederal pro-
cedures for the leasing of coal should be modernized.

On the first of these issues, I am in total agreement
with the Congress that the Federal Government should provide
assistance, and I concur in the form of assistance adopted
by the Congress in S. 391. Specifically, I pledge my
support for increasing the State share of Federal leasing
revenues from 37-1/2 percent to 50 percent.

Last January I proposed to the Congress the Federal
Energy Impact Assistance Act to meet the same assistance
problem, but in a different way. My proposal called for a
program of grants, lcans and loan guarantees for communities
in both coastal and inland States affected by development
of Federal energy resources such as gas, oil and coal.

The Congress has agreed with me that impact assistance

in the form I proposed should be provided for coastal States,

and I hope to be able to sign appropriate legislation in

the near future.

However, in the case of States affected by S. 391 -- most

of which are inland, the Congress by overwhelming majority
has voted to expand the more traditional sharing of Federal
leasing revenues, raising the State share of those revenues
by one third. If S. 391 were limited to that provision, I

would sign it.
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Unfortunately, however, S. 391 is also littered with
many other provisions which would insert so many rigidities,
complications, and burdensome regulations into Federal
leasing procedures that it would inhibit coal production
on Federal lands, probably raise prices for consumers, and
ultimately delay our achievement of energy independence.

I object in particular to the way that S, 391 restricts
the flexibility of the Secretary of the Interior in setting
the terms of individual leases so that a variety of
conditions -~ physical, environmental and economic ~- can
be taken into account. S. 391 would require a minimum
royalty of 12-1/2 percent, more than is necessary in all
cases. 8. 391 would also defer bonus payments -- payments
by the lessee to the Government usually made at the front
end of the lease -~ on 50 percent of the acreage, an
unnecessarily stringent provision. This bill would also
require production within 10 years, with no additional
flexibility. Purthermore it would require approval of
operating and reclamation plans within three years of
lease issuance. While such terms may be appropriate in
many lease transactions -- or perhaps most of them -- such
rigid requirements will nevertheless serve to setback efforts
to accelerate coal production.

Other provisions of S, 391 will unduly delay the
development of our coal reserves by setting up new adminis-
trative roadblocks. In particular, S. 391 requires detailed
anti-trust review of all leases, no matter how small: it
requires four sets of public hearings where one or two would
suffice; and it authorizes States to delay the process where

National forests -- a Federal responsibility -~ are concerned.
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Still other provisions of the bill are simply unnecessary.
For instance, one provision requires comprehensive Federal
exploration of coal resources. This provision is not needed
because the Secretary of ﬁhe Interior already has -- and is
prepared to exercise -- the authority to require prospective
bidders to furnish the Department with all of their explora-
tion data so that the Secretary, in dealing with them, will
do so knowing as much about the coal resources covered as
the prospective lessees.

For all of these reasons, I believe that S. 391 would
have an adverse impact on our domestic coal production. On
the other hand, I agree with the sponsors of this legislation
that there are sound reasons for providing in Federal law ~~-
not simply in Pederal regulations ~- a new Federal coal policy
that will assure a fair and effective mechanism for future
leasing.

Accordingly, I ask the Congress to work with me in
developing legislation that would meet the objections I
have outlined and would also increase the State share of

Federal leasing revenues.

THE WHITE HOUSE,




Calendar No. 288

941 CONGRESS } SENATE Rerorr
1st Session : No. 94-296

FEDERAL COAL LEASING AMENDMENTS ACT OF 1975

JuLy 23 (Legislative day July 21), 1975.—Ordered to be printed

Mr. METcavr, from the Committee on Interior and Insular Affairs,
submitted the following

REPORT
together with
MINORITY AND ADDITIONAL VIEWS

[To accompany S. 391]

The Committee on Interior and Insular Affairs, to which was re-
ferred the bill (S. 391) to amend the Mineral Leasing Act of 1920,
and for other purposes, having considered the same, reports favorably
(tihereon with amendments and recommends that the bill as amended

0 pass.

The amendment to the text strikes all after the enacting clause and
inserts a complete new text which is printed in italic type in the
reported bill.

I. Purrose

S. 391 has two broad purposes. Title I makes a number of badly
needed changes in the law governing leasing of Federal coal. Title II
would make the basic surface coal mining and reclamation standards
of the recently-vetoed ‘Federal Surface Mining Control and Reclama-
tion Act of 1975” (H.R. 25) applicable to Federal coal development.

TITLE I—FEDERAL COAL LEASING AMENDMENTS ACT OF 1975

This title would make seven basic changes in the provisions of the
Mineral Leasing Act of 1920 relating to development of Federal coal
resources:

1. All leasing would be done under a five-year program designed to
meet national needs for Federal coal in & manner consistent with

(a) timely and orderly development of Federal coal resources;

(b) environmental protection; and

(c) receipt of fair market value for public resources.

57-010 O—756——1
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2. Coal leases would be issued by competitive bidding only.

3. Leases would be issued after adoption of comprehensive land
use plans prepared in consultation with State and local governments
and with ample opportunity for public review.

4. Prospecting permits and preference right leases would be
eliminated.

5. Coal leases would be for a specified term of 20 years and so ongl
thereafter as coal is produced.

6. Within three years after obtaining a coal lease, the lessee would
have to submit a development plan. When the plan is approved, it
would have to be followed, unless it was amended.

7. The revenue sharing provision of the Mineral Leasing Act of
1920 would be amended to broaden the purposes for which the States
can use their share of coal leasing revenues. In addition, the States’
share would be increased from 37%% to 60%.

TitLe II.—FepeErar Lanps SurracE MiINING CONTROL AND
RecLamaTioN AcT oF 1975.

This title would apply to Federal lands and Federal coal, the basic
surface coal mining and reclamation standards of the recently-vetoed
strip mining bill (H.R. 25). The amendment does not apply to private
lands and does not include the reclamation fee which was included
in H.R. 25.

The Federal Government owns about half of the recoverable coal
reserves in the United States. In the past, production of these resources
has been limited. Now, however, there is great interest in development
of these Federal coal deposits, which are located primarily in the
Western States. In response to this interest, the Secretary of the
Interior is developing a new coal leasing program.

The Committee is convinced that the changes in the basic coal
leasing law, which would be made by S. 391, should precede any
large-scale Federal coal leasing program. Otherwise, billions of tons of
coal may be placed into private hands under the provisions of a law
which the Committee, the Administration, citizens of the area involved,
the General Accounting Office, and other independent analysts all
agree is outmoded and not in the public interest.

The Committee is also convinced that Congress must establish
statutory standards governing surface mining of Federal coal if we
are to fulfill our Constitutional responsibilities to protect the great
resource values of the public lands which would be impacted by strip
mining of Federal coal.

II. BAckKGROUND AND NEED

FEDERAL COAL RESOURCES—PRESENT AND POTENTIAL DEVELOPMENT

Coal is one of America’s most abundant energy resources. It makes
up almost 759% of the nation’s fossil fuel reserves. The Federal Gov-
ernment owns almost 509, of the recoverable coal reserves in the
United States. This Federal coal is found primarily in eight States.
See tables 1 and 2 following. The value of Federal coal reserves in
table 2 is calculated as of 1972; the committee staff was unable to
obtain comparable current estimates.

-
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TABLE 1.—STATES WITH MAJOR FEDERAL COAL ACREAGES

[Acres in millions]

Federal coal 12 Non-Federal coal
Total 23
State Acres Percent Acres Percent acres
23.4 97 0.8 24.2
8,7 53 7.9 47 16.6
24.6 75 8.2 25 32.8
5.5 59 3.9 41 9.4
5.6 25 16.8 75 22.4
.4 4 8.9 86 9.3
4,1 82 .9 18 5.0
12.3 48 13.3 52 25.6
84.6 ____ ... ... 60.7 ___........ 147.3

1 Southwestern Energy Study, app. J. p. 48, 1972.
2 BLM State office estimates.
3 Averitt, Paul; Coal Resources of the United States, Jan. 1, 1967: U.S. Geological Survey Bulletin 1275, p. 32, 1969.

Source: U.S. Department of the Interior.

TABLE 2—ESTIMATE OF FEDERAL COAL RESERVES! AND VALUES IN PRINCIPAL LEASING STATES FOR SURFACE
AND UNDERGROUND DEPOSITS

- Total
Million short tons value of
Federal
Total Federal reserve 567
reserve?3 reserved 4 (millions)
Alasléa:f .
11T 1T PN 4,411 4,279
P 50,629 sia0 | H66.228
Colorado:
(1] -1 T 500 265
Underground ... _TTTITITIITIIITIIIIITITIINI 39,829 Rl 125,050
Montana:
Surface_ . s 6, 897 1,700
Underground. .. e ciaial. 103,940 __ .. YT
Newth:;(ico:
(1T 1T 2, 457 1, 450
Underground. ...~ 272" 28239 186 } 53,123
Nortg Drfakota
urface_.___.__ 2,075 519
Underground. .. 173, 240 3,310 } 344,167
Oklahoma:
Surface. ... - 111 4 410
Underground . . e eeeeae 1,529 61
Utahé p
11 £ TSN 150 123
Underground - ---71-11IIIIIIIII S 1,714 5,608 | 70, 820
Wyorglnng: 13,971 6, 706
UPFACR . - - o oo e oo oo oo X :
Underground. - -ooo-oooo. LTI 46, 357 295 ) 8,480

1 Refers to coal that can be recovered with existing technology and equipment or that may be available in the foreseeable
future. Only those coals less than 3,000 ft in depth are included. Strippable coal reserves are adjusted to conform to the
stnlp;:jmg ratio which varies by area. Coal that cannot be mined because of proximity to natural or manmade features is
excluded.

3 U.S. Bureau of Mines, 1.C. 8531: Strippable Reserves of Bituminous Coal, and Lignite in the United States, p. 23, 1971.

8 Averitt, Paul; Summary of U.S. Mineral Resources, U.S. Geological Survey, p. 820, 1972.

4 Computed from estimated ownerships ratios given in table 30.

5 Synthetic fuels, Cameron Engineering, vol. 9, No. 2, June 1972, pp. 4-31.

8 1972 Keystone Coal Industry Manual, McGraw-Hill, p. 429.

7 Bituminous Coal Facts, 1972, National Coal Association, p. 68.

Source: U.S. Department of the Interior.

There has been relatively little production of Federal coal in the
past. For example, in 1974, total coal production in the United States
amounted to 601 million tons. Production under Federal leases
amounted to 22.3 million tons or almost 3 percent of the total. The
minemouth sale price received by the Federal lessees was $121 million.
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However, the Department of the Interior expected in 1974 that by the
year 2000, “the nationwide need for coal will increase threefold, but
that it will be necessary for production of Federal coal to be increased
17 times the 1972 level.” ) o .

The Department explains this projection as follows:

The projected increase in Federal coal production can in
part be attributed to two valuable characteristics of major
coal deposits. Most Federal coal can be classed as low in sulfur
content, and most is recoverable by surface mining methods.
These factors make Federal coal preferred for power genera-
tion, gasification, and liquefaction. Federal coal in Wyoming
and Montana, for example, is competitive with locally
produced private coal in the Midwest for use in population
centers around Chicago and St. Louis. . _

Plans are being formulated to build new gasification and
liquefaction plants, using Federal coal primarily, to produce
gaseous and liquid fuels. ) '

These products can be substituted for natural gas and oil
used in some powerplants. ) )

Powerplants without coal-burning equipment can be con-
verted to use coal, and new powerplants can be designed to
burn coal as well as oil or gas. .

To the extent that coal is substituted for oil and gas,
imports of those products from other countries can be re-
duced, with a subsequent improvement in the United States’
balance of payments.

The abundance of and accessibility of Federal coal makes
it an important fuel reserve for national security. The fact
that most Federal coal can be mined by surface methods,
which can be operational more quickly and with smaller
investments and less personnel than underground mining,
enhances its value for defense purposes. [Committee Note.—
This last sentence is inconsistent with current industry and
Federal Energy Administration estimates that the lead time
for opening large surface and underground mines is the
same. )

Th(l, steel industry of Utah and California uses coking
coal of high unit value mined in the Uinta region of Utah
and Colorado. The role of coking coal is important in the
Western States’ economies, even though the reserves are
small in comparison with other supplies that can be used for
power generation or direct conversion to other forms of
energy. The deposits of privately owned coking coal are being
rapidly depleted, so future supplies will be almost totally
from Federal lands.

More recently, there has been a great emphasis on the need for in-
creasing coal production and, in particular, the production of Federal
coal, and plans are to double coal production for 1985, according to
the Federal Energy Administration, the Energy Research and Devel-
opment Administration and the National Petroleum Council. There

1 §ee Draft Environmental Impact Statement—Proposed Federal Coal Leasing Program.
U.S. Department of the Interior, section VI, May 7, 1974.

S v NN

s .

5

are also measures now pending before the Congress to require substi-
tution of coal for other fossil fuels, which would further increase the
need for greater coal output.

PRESENT FEDERAL COAL LEASING LAW

Coal deposits in most Federal lands are made available for develop-
ment under the Mineral Leasing Act of 1920 (41 Stat. 437) as amended
and supplemented (30 U.S.C. 181-287). This 1920 Act applies to the
public domain, lands acquired before enactment of the Act, and to
coal deposits retained by the United States when it transferred lands
to non-Federal ownership. Furthermore, the provisions of the 1920
Act are applicable to leases of lands subject to the Acquired Lands
Leasing Act of 1947 (61 Stat. 913, 30 U.S.C. 351-359).

Sections 2 through 8 of the Mineral Leasing Act of 1920 authorize
the Secretary of the Interior to (1) divide coal lands and coal deposits
owned by the United States into leasing units and award leases
thereon, (2) issue permits to prospect unclaimed and undeveloped
areas of coal lands and coal deposits, and (3) issue limited licenses or
permits to prospect for, mine, and take for use coal from public lands.
Where lands included in a permit, lease, or license have been disposed
of with a reservation of coal deposits, a permittee, lessee, or licensee
must make full compliance with the law under which such reservation
was made. Where any part of the lands embraced in an application for
a coal lease, permit, or license is within a withdrawal that does not
preclude disposition of the coal deposits, the head of the Government
agency having jurisdiction over the lands will be called upon for a
report as to whether there is any objection to the granting of a coal
lease, permit, or license.

The issuance of competitive coal leases and prospecting permits is
entirely discretionary with the Secretary of the Interior.

Coal Prospecting Permits.—Where prospecting or exploratory work is
necessary to determine the existence or workability of coal deposits
in an area, the Secretary of the Interior is authorized to issue pros-
pecting permits for a term of two years. The permit entitles the per-
mittee to the exclusive right to prospect for coal on the land described
therein. A rental of $.25 per year per acre is required for a coal prospect-
ing permit and the application therefor must be accompanied by a
$10 filing fee.

A coal prospecting permit may be extended for a period of two years
if the authorized official of the Interior Department finds that the
permittee has been unable, with the exercise of reasonable diligence,
to determine the existence or workability of coal deposits in the area
covered in the permit. Such a coal prospecting permit is a prerequisite
to the issuance of a preference-right lease.

Luvmated Coal Licenses.—Section 8 of the Mineral Leasing Act of
1920 authorizes the Secretary of the Interior, under such rules and
regulations as he may describe, to issue limited licenses or permits for
a period of two years to individuals or associations of individuals to
prospect for, mine, and take for their use, but not for barter or sale,
coal in the public lands without paymen! of rent or royalty. Such
licenses or permits may also be issued to municipalities to mine and
dispose of coal, without profit, to their residents for household use.
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Preference Right Leases.—A holder of a coal prospecting permit who
shows, before the expiration of his permit, that the land included in the
permit contains coal in commercial quantities, is entitled to a prefer-
ence right lease for all or part of the land, the area to be taken in
a reasonably compact form.

Competitwe Leases.—Section 2 of the Mineral Leasing Act of 1920,
authorizes the Secretary of the Interior, upon the petition of any
qualified applicant, to divide any of the coal lands or the deposits of
coal owned by the United States into leasing tracts of 40 acres each, or
multiples thereof, in such form as, in his opinion, will permit the most
economical mining of the coal in such tracts. Thereafter, the Secretary,
in his discretion, upon the request of any qualified applicant or on his
own motion may offer such lands or deposits of coal for lease, awarding
such leases by competitive bidding or by such other methods as he may
by general regulations adopt. These leasing tracts or units may be
established either as a result of an application or when it is deemed
advisable by the Interior Department that additional coal units be
established.

Section 7 of the Mineral Leasing Act of 1920 provides that the
royalty for the privilege of mining or extracting coal in lands covered
by the lease shall be fixed in advance of the lease offer; this same
section also prescribes an annual rental payable at the date of such
lease and annually thereafter, at such rate as may be fixed by the
Secretary of the Interior.

Modifications and Leasing of Additional Lands or Coal Deposits.—
Under Section 3 of the Act, a lessee may secure a modification of his
lease to include contiguous coal lands or deposits if the authorized
officer determines that such will be to the advantage of the lessee and
the United States.

Under Section 4 of the Act, when the lessee shows that all the work-
able coal in a tract covered by the lease will be removed within 3 years,
an additional tract of land or coal may be leased. If such tract is found
to constitute an acceptable leasing unit it will be offered for leasing as
provided in the Department’s regulation (43 CFR subpart 3520). If
the applicant is the successful bidder and the tract can be practicably
operated with the applicant’s leasehold as a single mine or unit the
tract may be included 1n a modified lease.

PRESENT SITUATION

There are currently outstanding coal leases covering over 780,000
acres of Federal land. These leases include over 16 billion tons of
recoverable coal reserves. In addition, applications for preference
right leases have been filed for 496,000 acres of Federal land estimated
to contain almost 12 billion tons of coal. Outstanding ]irospecting
permits cover almost 100,000 acres and additional pending lease appli-
cations cover over 500,000 acres. (See Tables 3 and 4.)

e,

TABLE 3.—RECOVERABLE COAL RESERVES HELD UNDER FEDERAL LEASES
Surface minable Million tons

Million  Underground Total Total acres

State Acres tons minable reserves leased
Alaska______ ... ... 870 2 37 39 2,593
Colorado. . 13, 251 236 1,259 1,495 122,078
Montana. . 21,777 1,120 0 1,120 36,232
New Mexic 13,829 281 121 402 40, 958
North Dakota -- 11, 571 285 0 285 16,436
Oklahoma.__. [, 1,790 6 169 175 86, 798
Utah__.._____ [, 11, 500 200 3,000 3,200 266, 709
Wyoming..__ e 106, 276 7,801 952 8,393 199, 933
Other States'.______ ... __________ 397 6 20 26 7,430
Total. .. 181, 261 9, 937 5,198 15,135 779, 367

i Qther States are Alabama, California, Kentucky, Ohio, Oregon, and Washington.
Source: Geological survey (Conservation Division) and Bureau of Land Management.
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Historically, and until the late 1960’s, the Department of the
Interior played a reactive role in leasing Federally owned coal,
responding to industry applications for coal leases on a case-by-case
basis. Subsequent to a coal lease study by BLM in 1970 (Holdings
and Development of Federal Coal Leases, Division of Minerals, Bureau
of Land Management, November 1970), the Department of the
Interior halted the issuance of coal leases and prospecting permits
to reassess coal leasing policies. The study showed that the acreage
of coal under lease on public domain was skyrocketing while production
from Federal leases had declined since a wartime high in 1945. Acreage
under lease had increased from about 80,000 acres in 1945 to about
778,000 acres in 1970. Production during this period had declined
from about 10 million tons in 1945 to 7.2 million tons in 1970. Ninety-
one and a half percent of the total acreage under coal lease was
within non-productive leases. It was also determined that 761,000
acres of public and acquired lands included within outstanding coal
prospecting permits were held principally by coal brokers—not coal
producers

From May 1971 until February 1973, no additional coal leases were
issued by the Bureau of Land Management.

On February 13, 1973, the Secretary of the Interior, using his
discretionary authority over Federal coal leasing, suspended further
issuance of coal prospecting permits. On February 17, 1973, he
announced a broader moratorium on Federal coal leasing, with no new
leasing (except under certain short-term relief criteria) until develop-
ment of a planning system to determine the size, timing and location
of future coal leases to meet energy needs most effectively. In March,
1973, the Secretary sent to Congress a proposal for reform of the
Federal mineral development laws. This proposal would have, among
other things, made a number of significant changes in the present law
governing coal leasing.

Concurrently, Department of the Interior has taken the lead in
setting up an inter-agency study of the impact of coal development
in Montana, Wyoming, and North Dakota. The Northern Great
Plains Resources Program has helped to identify potential problems
and needs for additional planning and data gathering. The Depart-
ment, through the Bureau of Land Management, has also been de-
veloping a system for competitive coal leasing called Energy Minerals
Allocation Recommendation System (EMARS). This system is
described in some detail in the Draft Environmental Impact State-
ment on Proposed Federal Coal Leasing Program released on May 7,
1974. Former Secretary of the Interior Rogers C. B. Morton has
stated that the “overriding goals” of Federal coal leasing should be:

* * * to assure environmental protection and the recla-
mation of mined land.

To provide for orderly and timely resource development
based on comprehensive land use planning.

To assure a fair market value return for the resources sold.

The Committee agrees with these goals.

Former Secretary of the Interior Morton informed the Committee
on March 27, 1974 that “The Department is holding in abeyance
any decision to embark on a coal leasing program until completion
of coal programmatic environmental impact statement, the interim

S.R. 206— 2
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report on the Northern Great Plains resource program and informa-
tion from the Bureau of Land Management’s energy minerals alloca-
tion recommendation system.”

It should be noted that despite the current moratorium on issuance
of new coal leases the recoverable coal reserves on Federal lands
already committed to development are equal to 540 years of produc-
tion at the estimated rate in 1975. (See Table 5.) This appears ade-
quate to allow time for Congress to make needed changes in the law
before leasing is resumed.

The Committee understands that the Department of the Interior
expects to publish very soon the Final Environmental Impact State-
ment on the Proposed Federal Coal Leasing Program, and proposed
regulations revising the rules relating to surface mining. These actions
are the obvious prelude to resumption of general coal leasing and
underscore the urgent need for enactment of S. 391.

TABLE 5.—RECOVERABLE COAL RESERVES ON FEDERAL LANDS COMMITTED TO LEASING AND PROJECTED
PRODUCTION FROM FEDERAL COAL LEASE 