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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.

Attachments

o

t0Fp
< <
(] &P
—d el
< >
.\05 ey
S :‘;
\\‘W‘/



mleuﬁu\“ffk§mfrs¥;wx

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.

e
- ‘: G R

72 2\
N -
[ S
[N R
‘-‘ o8 Rt
2

N ~




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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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.
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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 LANDS FOR 1975 THROUGH 2000

Total
recover-  Production

able tons 1975 Life of Life of

committed  estimated  reserves! Estimated million tons per year reserves !

fo lease {miltion at 1975 - - at 2000

(million tons per rate Production Production Production rate

State tons) year) years 1980 1985 2000 years
Alaska 39 0.1 390 0.1 0.2 0.2 195
Colorado____ 1,495 4.3 625 7.3 10.3 16.3 165
Montana 1,120 6.0 253 9.0 15.0 20.0 16
New Mexico__ 402 1.1 830 4.8 7.0 15.0 61
North Dakota 285 3.0 95 6.0 10.0 20.0 14
Oklahoma 175 10 190 15 2.0 3.0 63
Utah....__ 3,200 3.0 1,210 6.9 20.0 30.0 121
oming 8,393 18.9 670 34.2 46.5 70.8 179
Other States 2 26 1.5 21 .5 .5 .5 60
15,135 38.9 540 70.3 111.5 175.8 118

1 Represents total of surface and underground minable recoverable coal under Federal coal leases and preference right
lease applications for which coal reserves have been cacluated, Includes no reserves from the 336,769 acres of committed
prospecting permit and preference right coal lease lands for which reserve data is not available.

¢ Other States include Alabama, California, Kentucky, Ohio, Oregon, Washington, and West Virginia.

Source: U.S.G.S., Conservation Division.

S. 391 is based on extensive hearings held by the Subcommittee
on Minerals, Materials and Fuels and on a number of independent
studies of Federal coal leasing policies. These include the General
Accounting Office’s 1972 report entitled “‘Improvements Needed in
Administration of Federal Coal-Leasing Program” (B-169124) and
GAO’s April 1975 report: “Further Action Needed on Recommenda-
tions For Improving the Administration of Federal Coal Leasing
Program.” Also, the Council on Economic Priorities has made a
comprehensive study of existing Federal coal leases which identifies
the same problems with existing law. Their report released on May
20, 1974 is entitled ‘Leased and Lost.” .

The Committee recognizes that there may be other changes in
the law relating to coal leasing which should be considered. In fact,
the whole system of law relating to development of Federally-owned
minerals needs to be carefully reviewed and revised. At the same time,
the Committee is convinced that there is a critical need to make the
changes provided by S. 391 before the Department of the Interior em-
barks on.any large-scale leasing program. Otherwise, billions of

L1

tons of coal may be placed into private hands under a law which 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.

These changes will help to assure that any future Federal coal
leasing program gives the public a fair market return for its resources
and provides the maximum amount of protection to the environment.

Even more important, S. 391 will help to assure orderly and timely
coal development based on comprehensive land use planning. This
requirement is particularly critical in light of the anticipated Federal
coal leasing program in the Northern Great Plains. The Committee is
concerned about the possibility that the current energy situation will
lead to premature decisions to proceed with large-scale coal leasing
when the impacts of such action are not fully understood. The issuance
of such leases could, for all practical purposes, commit the land,
water, and air resources of the area to development of surface mines,
electric generating plants, coal gasification and liquefaction plants,
water impoundments and new communities without adequate con-
sideration of other alternatives and environmental, social, and
economic impacts, and without adequate opportunity for advance
planning by the communities involved.

The Committee agrees with the Department of the Interior’s
statement that “The key to achieving desired amenities in expanding
communities is early and foresighted planning by coal companies,
municipal leaders, officials of State and Federal agencies, and the
{;Iside)nts themselves.” (Draft Environmental Impact Statement, page

—5.

The Committee believes that enactment of S. 391 is a necessary
and significant step toward development of a rational Federal coal
leasing policy and program.

Need for Statutory Guidelines for Strip Mining of Federal Coal—This
Committee, and its sister committee in the House of Representatives,
labored long and hard to develop what we believed and continue to
believe was a strong but fair set of mining and reclamation standards.

The Committee 1s deeply disappointed that the President has seen
{it twice to veto the comprehensive Federal surface coal mining legis-
ation.

According to President Ford, there is no need for Federal surface
mining legislation, since 21 States have recently upgraded their
State mining laws. He implies that the nation can afford to rely on
State reclamation laws to protect its land and water. But lack of en-
forcement of State laws has been a major reason for enactment of
Federal minimum standards. More importantly, this argument totally
ignores the fact that State laws do not apply to the 50 percent of
the nation’s recoverable coal reserves which are owned by the Federal
Government.

What the administration is really saying is that these vast re-
sources will be turned over to the energy industry without adequate
protection for the other values of public land and water. This is the
prelude to national tragedy in the name of “energy independence’’
and the Congress cannot let it happen.

Many Senators from Eastern and Midwestern coal States have ex-
pressed fears about a shift of the coal industry away from their States
to the public lands of the West. Vast increases in Western coal pro-
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duction have become a cornerstone of every energy policy and supply
projection for the next 10-15 years. President Ford’s veto will give
great impetus to such a shift because, in large measure, State laws
will not be applicable to Western coal mining.

It is imperative that careful environmental protection standards
be established for our Federal lands before they are entirely ravaged.

The Constitution gives to the Congress a special responsibility
to protect the Federal lands. We cannot rely on the States, or much
less the current administration to fulfill this obligation for us.

We cannot shirk this responsibility, particularly at a time when
proteﬁcion and careful development of the Federal lands is so crucially
needed.

For this reason, the Committee adopted Title I1, which contains
the basic mining and reclamation standards of H.R. 25 as vetoed.
It assures that no coal leasing will take place on Federal lands until
these standards are enforced on those lands. The amendment makes
these provisions applicable only to Federal lands; it does not apply
to private lands. As unsatisfactory as this situation may be, mining
on private lands apparently must, for the moment, be left in the hands
of the States. It would assure that mining on Federal lands at least
is carefully regulated and our national resources protected.

The Committee is aware that some of our colleagues who have fought
with us so long and so hard for a Federal law regulating surface coal
mining on all [ands may feel that enactment of a law applicable only
to Federal lands and Federal coal will diminish the chances for a
comprehensive law. )

We do not agree. If the Congress enacts the Committee’s amend-
ment now, 2 years from now we will prove that it contains a work-
able set of reclamation rules. This will make it easier to pass a more
comprehensive measure.

The Committee believes that we cannot in good conscience pass up
an opportunity to give the kind of protection we believe appropriate
to one-third of the nation’s land. In this case, a third of a loaf is better
than none. .

III. CommitTEE RECOMMENDATION

The Committee on Interior and Insular Affairs in open business
meeting on July 17 recommended that S. 391, as amended, be approved
by the Senate.

IV. LeaisuaTive HisTory

As introduced, S. 391 was virtually identical to S. 3528, 93rd
Congress, which the Interior Committee reported and the Senate
passed by unanimous vote in 1974. ) )

S. 3528 was the result of extensive hearings on Federal coal leasing
policy conducted by the Subcommittee on Minerals, Materials and
Fuels and hearings on coal policy issues and Federal mineral leasing
and disposal policies conducted during the last 2 years by the National
Fuels and Energy Policy study. It drew heavily on the proposals made
by the administration for changes in the Federal mineral development
laws.

The Committee held hearings on S. 391 on May 7 and 8.
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V. SECTION-BY-SECTION ANALYSIS

Section 1. This section designates the official citation of Title I of
the Act as the “Federal Coal Leasing Amendments Act of 1974.”

Section 101(a) amends Subsection 2(a) of the Mineral Leasing Act
of 1920, as amended (30 U.S.C. 201(a)). Subsection 2(a) presently
authorizes the Secretary of the Interior to issue coal leases by competi-
tive bidding “or by such other methods as he may by general regula-
tion adopt,” in tracts of 40 acres or multiples thereof.

Paragraph (1) would provide that leases could be issued only by
competitive bidding on either a royalty or bonus bidding basis. If
bonus bidding is used payments will be on either deferred or install-
ment basis. This requirement is designed to permit a wider oppor-
tunity for competition for Federal coal leases.

The Committee feels strongly that the Federal Government should
receive fair market value for public resources being used by private
parties. Awarding leases by competitive bidding should help assure
that this goal is achieved. The changes in the rental and royalty rates
provided by Section 103 of S. 391 will be another significant step
toward fair return.

This paragraph also provides that a reasonable number of leasing
tracts shall be reserved and offered for lease to public bodies, including
Federal agencies, rural electric cooperatives, or nonprofit corporations
controlled by any of such entities. It provides that any coal leased
shall be for use by such entity or entities in implementing a definite
plan to produce energy for their own use or for sale to their members
or customers (except for short-term sales to others).

The Committee believes it is desirable to establish a program to
grant leases on a preferential basis to consumer owned utilities or
organizations controlled by them. Such a program would stimulate
competition in the coal industry by allowing new organizations to
obtain and develop coal leases.

The major precedent for disposal of national resources in this
manner is in the Federal hydrolectric program. State and local govern-
ments and non-profit electric cooperatives have the first opportunity
to obtain power generated at Federal projects. This anti-monopoly
feature has supported competition in the utility industry and has
prevented private profit-making entities from totally controlling a
resource owned by the public.

Any organization eligible for preferential treatment will, of course,
be required to pay royalties to the Federal Treasury and to use the
coal itself or sell it to other organizations eligible for preferential
treatment. The lessee would also be subject to the same terms of
development as other lessees.

Paragraph (2) provides that no lease sale shall be held for land
where the United States owns both the surface and subsurface unless
the lands containing the coal deposits have been included in a compre-
hensive land use plan prepared by the Secretary or, in the case of
lands within the National Forest System, the Secretary of Agriculture,
and such sale is consistent with such plan.

Where the surface is not in Federal ownership, no lease sale shall be
held if the Secretary determines that development of such coal
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deposits would be inconsistent with any applicable State or local land
use plan, except where the Secretary finds that such coal development
would be in the national interest.

The Committee does not want to give the States a veto over Federal
coal development. This provision puts some ‘‘teeth” into the coor-
dination requirement but allows Federal coal leasing which would be
inconsistent with State and local plans.

Paragraph (3) provides for consultation among Federal, State
and local governments on preparation of land use plans and directs
that a public hearing be held if requested by an interested person.

The Committee believes that decisions to issue Federal coal leases
and thus permit development of the coal resource must be made
after full consideration of all the resource values of the lands involved
and impacted by such development, the present and potential uses
of these lands and the anticipated impact of coal development on
these resources and uses. The National Resource Llands Management
Act of 1974 (S. 424) which was passed by the Senate on July 8, 1974,
directs the Secretary of the Interior to prepare comprehensive land
use plans for management of all the national resource lands under
principles of multiple use and sustained yield. A similar bill (S. 507)
will be reported by the Committee soon. This is the kind of land use
plan contemplated by the amendment.

New subsection 2(b) provides limited authority for noncompetitive
additions to existing leases of not to exceed 160 acres. This would
replace the existing provisions for non-competitive issuance of coal
leases. These are Section 3 which allows modification of existing leases
to include contiguous coal deposits (30 U.S.C. 203) and Section 4
which permits issuance of a new lease where coal deposits under
existing law will be exhausted within three years (30 U.S.C. 204).
These sections are repealed in Section 105 of S. 391.

Subsection 101(b) specifies that the changes made.in existing law
by Subsection 101(a) are subject to any valid existing right to a lease
established pursuant to a prospecting permit issued under section
2(b) of the Mineral Leasing Act of 1920 (41 Stat. 438) as amended
(30 U.S.C. 201 (b)) prior to the date of enactment of S. 391.

The Committee intends to maintain the status quo with respect to
any such rights, and not to enlarge or diminish them in any way. Each
permittee will have to assert any claim of right which can be judged on
its merits by the Secretary and the courts without regard to the
provisions of Subsection 101(a). )

Section 102 would repeal, subject to valid existing rights, Subsection
2(b) of the 1920 Act which authorizes the issuance of coal prospecting
permits and preference right leases.

Subsection 2(b) now provides that 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
prospecting permits for a term of two years. The permit entitles the
permittee to the exclusive right to prospect for coal on the land
described therein. A holder of a coal prospecting permit who shows,
before the expiration of his permit, that the land included in the per-
mit contains coal in commercial quantities, is entitled to a preference
right lease for all or part of the land included in the prospecting
permits.
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The Administration has recommended repeal of this provision of
the law. The Committee agrees with the Administration that the
prospecting permit-preference right lease method of allocating Federal
coal resources is no longer appropriate or necessary. The preference
right lease is inconsistent with the fair market value principle discussed
above. The Federal government has since 1920 accumulated consider-
able information about Federal coal resources. This information, which
should be continually improved, provides an adequate base for leasing
decisions.

Section 102 also adds a new subsection 2(c) to the 1920 Act which
gives express authority for coal exploration permits. :

The Committee wishes to stress that the repeal of Subsection 2(b)
is expressly ‘“‘subject to valid existing rights’” and thus is not intended
to affect any valid prospecting permit outstanding at the time of
enactment of the amendments. Any applications for preference right
leases based on such permits could be adjudicated on their merits and
preference right leases issued if the requirements of Subsection 2(b) of
the 1920 Act and other applicable law, such as the National Environ-
mental Policy Act of 1969, were met.

Section 103 amends Section 7 of the 1920 Act which deals with
term of leases and lease rentals and royalties.

First, it provides that coal leases would be for a specified term of
20 years and so long thereafter as coal is produced. The existing law
provides that leases ‘“shall be for indeterminant periods upon con-
dition of diligent development.” No federal coal lease has ever been
cancelled for lack of diligent development. This is despite the fact
that a study done by the Council on Economic Priorities showed
that of 474 coal leases there had been no production at all from 321
leases. This provision has been criticized by the General Accounting
Office and the Administration has recommended its repeal.

The Committee believes that the purpose of leasing Federal coal
is to have that coal produced to meet the nation’s energy needs. The
existing law has been interpreted to allow lessees to hold leases without
production for as long as they see fit. The amendment would prevent
this from happening under future leases.

The Committee expects that the Secretary will define by regulation
‘“production” to assure that leases are maintained only by bona fide
commercial development and not by token production.

Second, this section increases the minimum annual rental to $1.00
per acre per year. The present law provides for a minimum annual
rental per acre of 25¢ in the first year, 50¢ in the second, third, and
fourth, and fifth years and $1.00 thereafter.

Third, royalties would be based on the value of the coal and be set
at not less than 59, of such value.

The present minimum royalty is five cents per ton. It has been the
general practice of the Secretary to set the royalty at a flat rate per
ton. The Committee believes that in the future the royalty should be
a percentage of the value of the coal produced on the lease. This is
essential if the people are to receive a fair return for their coal, par-
ticularly when coal values are increasing rapidly.

Rentals and royalties could be adjusted at the end of the first 20
years and at the end of each ten-year period thereafter.
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The Secretary could establish minimum annual royalties at the
time of issuance of the lease so as to encourage diligent development
and production.

New Subsections 7(b) and 7(c) provide specific authority for the
Secretary to consolidate leases into logical mining units so that
production within a unit rather than on a single lease would satisfy
renewal and diligence requirements. Authority to unitize leases would
give the Secretary and lessees greater flexibility in planning the
development of leases so that there is a maximum recovery of coal
with a minimum impact on the environment. The authority would
be particularly valuable in planning for the development of lands where
some tracts are federally owned and some privately owned. Mining
units could then be designated to encompass private lands, thus
ensuring the development of isolated Federal tracts which ordinarily
might not be developed.

New Subsection (d) authorizes the Secretary to provide for a mini-
mum royalty payment in lieu of production, if production is prevented
by strikes or other circumstances not the fault of the lessee. The Com-
mittee believes that this limited exception to the production require-~
ment is needed to be fair to lessees.

New Subsection 7 (e) requires that within three years after obtaining
a lease and before significant environmental disturbance; the lessee
would have to submit a development plan to the Secretary for ap-
proval. This plan would have to set out specific work to be performed,
the manner in which coal extraction would be conducted and applicable
environmental and health and safety standards would be met and a
time schedule for performance. No such plans are required under
existing law. However, there are Department of the Interior regula-
tions which call for such plans.

If the surface of the lands involved are under the jurisdiction of
another Federal agency, that agency would have to consent to the
plan. When the surface of the land involved is in non-Federal owner-
ship the Secretary is directed to consult with the surface owner before
approving the plan.

evelopment plans may be revised if the Secretary determines that
revision will lead to greater recovery of the mineral or protection of
the environment, improve the efficiency of the recovery operation, or
}s the only means available to avoid severe economic hardship on the
essee.

This plan would have to be consistent with the reclamation require-
ments of Title II.

New Subsection 7(f) provides that leases will be subject to termi-
nation for failure to develop the lease with due diligence. At the time a
tract is offered for lease the Secretary shall publish a proposed time
schedule for development of the lease. Unless releived of the obligation
by the Secretary for good cause, failure to develop the lease according
to the schedule would be prima facie evidence of failure to develop with
due diligence. The time schedule shall provide for development within
seven years except for good cause which shall be stated by the Secre-
tary.

The Committee believes that this requirement will help to assure
diligent development of leased coal deposits rather than holding them
for speculative purposes. At the same time, it gives some administra-
tive discretion to the Secretary to make adjustments where circum-
stances warrant.

17

Section 104 would amend the revenue sharing provisions of the
Mineral Leasing Act -of 1920 to broaden the purposes for which the
37149, share of coal leasing revenues paid to the states can be used.
Under existing law these funds can be used only for roads and schools.
The amendment provides that the funds may be used for (1) planning,
(2) construction and maintenance of public facilities, and (3) provision
of public services. Thus, in addition to roads and schools, the money
could be used to help relieve the heavy burden that rapid large-scale
development would place on state and local governments for other
public services such as police and fire protection and water and sewer
facilities. Testimony at the Committee’s hearings, particularly those
held in Montana and Wyoming, clearly indicated that state and local
officials are deeply concerned about the impact of coal development
on their ability to provide such services. The amendment is similar
to S. 834 dealing with oil shale leasing revenues which was passed by
the Senate on April 22. :

Section 105 repeals Subsection 2(c), and Sections 3 and 4 of the 1920
Act. The purposes of Sections 3 and 4 are described under Subsection
101 above.

Section 2(c) of the Mineral Leasing Act prohibits any railroad com-
pany from obtaining federal coal leases, other than “for its own use for
railroad purposes’’. Since all commercial railroads have converted from
coal to diesel fuel the result is that no meaningful use of coal from
federal leases is now possible for them. Section 2(c) also imposes
restrictive acreage limitations on railroads which are not applicable
to other lessees. The reason for these restrictions has long ceased to
exist. They were placed on railroads because of the unfair advantage it
was believed they might have over other coal producers because they
owned their own transportation capability. However, there are other
existing regulatory controls intended to prevent any possible trans-
portation advantage of railroads. The ‘“commodities clause’” of the
Interstate Commerce Act (49 U.S.C. §1. (8)) clearly prohibits any
railroad company from transporting in interstate commerce coal
“mined or produced by it, or under its authority, or which it may own
in whole or in part, or in which it may have any interest, direct or
indirect.” :

Three times in the period 1957-1966 the Senate has passed legisla-
tion repealing section 2(c). (S. 2069, 85th Cong.; S. 1192, 87th Cong.;
S. 3070, 89th Cong.)

After careful consideration of the 2(c) issue, the Public Land Law
Review Commission in its 1970 report, One Third of the Nation’s
Land, recommended its repeal. In general it recommended that
“restrictions on public land mineral activity that are no longer relevant
to existing conditions should be eliminated so as to encourage mineral
exploration and development”. (PLLRC Rept., p. 135). Specifically
with respect to section 2(c), it recommended that “restrictions upon
the leasing of public land coal deposits to railroad companies should
be removed”, reasoning as follows (Id. at 136):

The fears of monopolistic control which led to the enactment
of the existing restrictions no longer are applicable. The
importance of pipelines and truck transportation and -the
growing use of minemouth generation have materially
reduced any competitive advantages railroads may once

S.R. 296—3
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the Federal Register regulations for the establishment of a Federal
program for the implementation of this Act. Such program shall sub-
sequently be incorporated into all Federal leases, permits and contracts.

Section 202(c) provides that the requirements of any State law
regulating surface coal mining shall also be incorporated into the
Federal lease, if the Secretary finds that the requirements of the State
law meet the requirements of Title II and the Secretary’s regulations.
This provision, together with the authority for cooperative programs
under Section 202(e), will lead -to uniformity of reclamation require-
ments on mining units. This provision is applicable only where a
State is regulating surface mining—nof where a State law prohibits
it entirely. The Committee does not intent to give the States veto
power over Federal coal development.

SECTION 203. PERMITS

Subsection 203(a) requires that, after the date of enactment of this
Act, no person shall conduct any surface mining operations on Federal
lands without a permit from the Secretary. :

Subsection (b) provides that the term of permits or permit renewals
or extensions issued under this program shall not exceed 5 years.
The Committee believes that 5 years is a reasonable time period but
since many States have 1- or 2-year permits it wishes to allow these
to continue.

To assure that no one will be locked into outdated reclamation re-
quirements because permits are taken out and renewed without op-
erations being undertaken, subsection (¢) provides that permits will
terminate if the permittee has not begun operations within 3 years of
the issuance of the permit unless otherwise provided in the permit.
This flexibility recognizes the longer start-up times required for coal
liquefaction and gasification projects. : :

Under Subsection (d), a valid permit includes the right to successive
renewals if the permittee has complied with all the requirements of
the Federal program and has notified the Secretary at least 120 days
prior to the expiration of his valid permit. As part of the renewal proc-
ess the regulatory authority must hold a public hearing and may re-
quire new conditions or requirements needed to deal with changing
conditions. Any application for renewal beyond the original permit
boundary areas must be considered as a new permit application.

SECTION 204. APPLICATION REQUIREMENTS

Subsection (a) requires payment of an application fee designed
to cover the actual or anticipated cost of reviewing, administering,
and enforcing the permit. The cost of the fee may be paid over the
term of the permit,

Subsection (b) lists the basic information required in the permit
application. The information required here is a key element of the
operator’s affirmative demonstration that the environmental protec-
tion provisions of the Act can be met and includes:

(1) identification of all parties, corporations (with their major
stockholders), and officials involved to allow identification of parties
ultimately responsible for the operation as well as to cross-check the
gining application with other applications in the same State and other

tates; -
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(2) names and addresses of adjacent surface owners;

(3) summary listing of past mining and reclamation permits in-
cluding those suspended or revoked;

(4) a copy of the applicant’s advertisment published in a local
newspaper;

(5) a plan for the entire mining operation for the life of the mine
including identification of the subareas anticipated to be included on
a permit by permit basis, their sequencing, and mining and reclama-
tion activities and a description of method of mining, starting dates,
location, termination dates and schedule of activities;

(6) evidence of the applicant’s legal right to mine;

(7) a full description of the on- and off-site hydrologic consequences
of mining and reclamation, including the impact on the quality and
quantity of water in ground and surface water systems; and

(8) maps and data sufficient to fully describe the surface and sub-
surface features of the area to be mined, the chemical and physical
properties and geologic setting, so that basic information is available
to the Secretary in order to determine the impact of the mining
operation and to be able to verify the conclusions reached by the
operator with respect to the environmental protection measures pro-
posed in the mining and reclamation plan. Such information shall
also include all relevant legal documents, test borings, keyed to the
appropriate maps, and independent laboratory analysis of such
borings (with certain data regarding the coal seam to be held con-
fidential). : :

Subsection (¢) requires the applicant to submit either a certificate
issued by an insurance company certifying that he has a public liability
insurance policy for the proposed surface mining and reclamation
operations or appropriate evidence that he has satisfied other State
or Federal self-insurance requirements which meet the requirements of
the regulations promulgated pursuant to the Act.

This insurance must be maintained in full force and effect during
the term of the permit and all renewals until reclamation operations
are complete.

Subsection (d) makes the reclamation plan an integral part of the
application.

‘Under subsection (e) the applicant must file a complete copy of the
application with the local court house of the county in which mining
is proposed at the time of submission to the State, so that this applica-
tion will be available for public review.

SECTION 205. RECLAMATION PLAN REQUIREMENTS

There is general agreement that since careful preplanning is the key
to successful reclamation, submission of a reclamation plan prior to
issuance of a mining permit is an essential element of effective regula-
tion. This section enumerates the minimum items of information
required in any reclamation plan submitted by an applicant for a
permit to conduct surface mining operations. A reclamation plan is
required as part of the permit application. The plan is the basis by
which the Secretary determines the feasibility and adequacy of rec-
lamation which is proposed to be done by the applicant under the
terms of his permit. It also provides that information provided in the
reclamation plan be in the degree of detail necessary to demonstrate
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that reclamation can be accomplished. The burden of proof is on the
applicant. The following specific items of information are required.

205(a)(1). A description of the condition of the land area which will
be affected by the proposed mining and reclamation must be provided.
This description is intended to include general topography, vegetative
cover, the cultural development. If the area has been previously
mined, the description should cover both the uses of the land existing
at the time of the application and those which existed prior to any
mining at the site. The description must also include an evaluation
of the capabilty of the site to support a variety of uses prior to any
mining disturbance. This description should give consideration to soil
and foundation characteristics, topography, and vegetative cover.

The description is to serve as a benchmark against which the ade-
quacy of reclamation and the degradation resulting from the proposed
mining may be measured. It is important that the potential utility
which the land had for a variety of uses be the benchmark rather than
any single, Eossibly low value, use which by circumstances may have

-existed at the time mining began. ’

- 205(a)(3). A similar description is also required of the use to
which the land affected by the proposed mining is to be put following
reclamation and its capacity to support a variety of alternative uses.
The relationship of the proposed use to land use policies and plans
existing at the time the reclamation plan is filed must also be pre-
scribed. The comparison of this description with that required by
205(a)(1) will provide an evaluation of the net impact which the
proposed mining and reclamation will have upon the usefulness of the
area affected.

205(a) (5). This section also requires a statement of the techniques
and equipment which will be used in the mining and reclamation op-
erations. This should be a complete statement adequate to insure that
the reclamation proposed to be accomplished is capable of achieve-
ment and that each of the requirements set forth in subsection 212(b)
and any regulations promulgated pursuant to that subsection can be
complied with. .

The techniques and procedures which will be used by the applicant
to insure compliance with all applicable air and water quality laws
and regulations, and health and safety standards must be described
in sufficient detail to permit an evaluation of their adequacy and prob-
able effectiveness.

The reclamation plan must also set forth a description of the par-
ticular considerations which have been given to the conditions found
at each site: for example, the effect of precipitation, temperatures,
wind, and soil characteristics upon revegetation at the site. Further-
more, there must be a statement of the consideration which has been
given to new or alternative reclamation technologies.

There must be a discussion of the potential recovery of the mineral
resources of the site to be mined. To the extent that any portion of the
resource will not be recovered, the reasons and justification for non-
recovery shall be set forth. '

A detailed time schedule for the completion of the reclamation which
is being proposed is to be provided. '

A statement is required demonstrating that the permittee has con-
sidered all applicable State and local land use plans and programs;
and disclosure to the regulatory authority of all rights and interests
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in lands held by the applicant which are contiguous to the lands
covered by the permit application is required. The purpose of this
disclosure is to provide the Secretary with information on the prospec-
tive long-term plans of the applicant in the immediate vicinity.

A disclosure to the Secretary of the results of test borings made by
the applicant in the area covered by the permit and the results of
chemical analyses of the coal or other minerals and overburden is re-
quired. This information is essential for the critical evaluation of the
adequacy of the reclamation plan by the Secretary and the interested
public. Because of its proprietory nature. information about the min-
eral (but not the overburden) will be kept confidential if requested
by the applicant. F ]

SECTION 206. PERFORMANCE BONDS

This section sets out the requirements for one of the most important
aspects of any program to regulate surface mining and reclamation—
the performance bond.

Subsection (a) provides that once an application is approved a
performance bond must be filed before a permit is issued. The amount
of bond must be sufficient to assure completion of the reclamation plan
if the work had to be performed by a third party at no expense to the
pub’ic. The regulatory authority sets the amount of the bond on the
basis of at least two independent estimates of these costs.

The bond covers the area to be mined during the initial term of
the permit. As additional land is mined the bond is increased.

Subsection (b) requires that bond liability extend for a period coin-
cident with the operator’s liability (5 years after completion of recla-
mation including revegetation or for 10 years in areas where the aver-
age annual rainfall is 26 inches or less). This extension is necessary
to.assure that the bond will be available if revegetation or other recla-
mation measures fail after initial accomplishment. The longer time
period for liability in arid areas recognizes that permanent reclama-
tion, particularly revegetation, is more difficult and uncertain in such
areas. This subsection also permits the deposit of cash and negotiable
Government bonds or certificates of deposit in lieu of posting a bond.
These meet the objectives of the bond, 1.e., having a fund available to
accomplish reclamation, just as effectively as a bond.

Subsection (c) recognizes that some applicants can satisfy the ob-
jectives of the bond requirement through self-insurance or bonding.

Subsection (e) provides that the bond or deposit may be adjusted
at any time if as a result of experience or changed circumstances, it is
determined to be inadequate.

SECTION 207. PERMIT APPROVAL OR DENIAL

This section provides for the basic requirements for a permit appli-
cation, outlines the guidelines for permit approval and denial. The
section requires that the Secretary make a written finding prior to
approving a permit, that the following conditions have been met:

(a) all conditions of this Act have been met ;

(b) reclamation will be accomplished according to this Act;

(c) all hydrology requirements have been adhered to;

(d) the area is not incorporated in an area designated unsuit-
able for mining;
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~ (g) the operation would not adversely affect farming or ranch-
ing operations on alluvial valley floors west of the 100th meridian ;

Subsection 510(c) requires that any applicant for a permit file with
the regulatory agency a schedule of any violations of federal law for
one year prior to the application.

Section 207 (c) prohibits issuance of a mining permit if the applica-
tion indicated the applicant to be in violation of the Act or a wide
range of other environmental requirements. It is not the intention of
the Committee that an operator who is charged with the types of
violations described in section 207 (c) be collaterally penalized through
denial of a mining permit if he is availing himself, in good faith, of
whatever administrative and judicial remedies may be available to
him for the purpose of challenging the validity of violations charged
against him. However, the Committee also does not intend that a
permit applicant can avoid the purpose of section 207(c) simply by
filing an administrative or judicial appeal. It is expected that the
regulatory authority will carefully examine those situations where an
administrative or judicial appeal is pending in order to ensure to the
fullest extent possible that such appeals are not merely frivolous efforts
t 0 avoid the requirements of section 207(c).

SECTION 208. REVISION OF PERMITS

This section establishes & process for the revision of a permit during
its term. :

An operator may submit an application for a permit revision to the
Secretary and within a period of time established by that agency,
the application shall be approved or disapproved. The Secretary
is -to establish guidelines for procedures which may vary ‘depending
upon the scale and extent of the proposed revision. In all events,
however, the process will be subject to the Act’s notice end hearing
requirements and a proposed revision which would extend -the area
covered by existing permit (other than incidental boundary revisions)
is to be made through the normal permit application process.

. The Secretary may require revision of a permit during its term
provided that he follows the Federal program’s notice and hearing
requirements. : :

SECTION 209. COAL EXPLORATION PERMITS

This section requires that all coal exploration operations be subject
to regulation under this title -and be required to obtain a permit
prior to the beginning of exploration activities, by submitting an
application similar to, but simpler than, that for a mining operation,
which application is to be accompanied by a fee.

SECTION 210, PUBLIC NOTICE AND PUBLIC HEARINGS

_ This section assigns the responsibility for giving public notice, hold-
ing hearings and submitting comments.to the mining permit applicant,
the Secretary, and interested third parties.

The applicant is required to—
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(a) place an advertisement identifying the ownership, precise lo-
cation, and boundaries of the land to be affected in a local newspaper
of general circulation in the locality of the proposed new surface mine.
This advertisement must appear at least once a week for four consec-
utive weeks:

(b) submit, along with the mining permit application, a copy of this
advertisement;

(c) cooperate with the Secretary concerning the inspection of the
proposed mine area;

(d) assume, if a public hearing is held, the burden of proving that
the application is in compliance with State and Federal laws (including
provisions of this title).

The Secretary must:

(a) receive, and make available to the public comments on the ap-
plication from local agencies, in the same manner and at the same
location as are copies of the mining application;

(b) submit, within seven days after making application for a mining
permit, copies of letters sent to various local governmental bodies
whose functions might be affected by the mining operation, notifying
them of the intention to surface mine, indicating the application’s per-
mit number and where a copy of the mining and reclamation plan
may be inspected;

(c¢) provide for public hearings upon request and place notice of
such hearings, including date, time, and location, in & newspaper of
general circulation in the locality at least once 'a week for three con-
secutive weeks prior to the scheduled hearing date;

(d) respond in writing to written objections on the mining appli-
cation received from any party not less than ten days prior to any
proposed hearing. Such response shall include (1) the secretary’s
preliminary assessment of the mining application; (2) proposals
as to the terms and conditions of the permit to mine; (3) the amount
of bond to be set for the operation; and (4) answers to material
factual questions presented in the written objections;

(e) make available to the public prior to or at the time of the hear-
ing the regulatory authority’s estimate as to any other conditions of
mining or reclamation which may be required or contained in the pre-
liminary proposal. .

For the purpose of such hearings, the secretary may administer
oaths; subpoena witnesses and written or printed materials; compel
attendance of witnesses or production of materials; take evidence,
including site inspection of the land to be affected or other mining
operations carried on by the applicant; arrange with the applicant
for access to the proposed mining area; and keep a complete record
of each public hearing. '

Interested citizens may— :

(a) review mining applications at specific locaticns;

(b) file written objections and request hearings concerning mining
applications; A

(c) request inspection of the proposed mining area relative to the
hearing and accompany the inspection tour;

(d) review the regulatory authority’s written response to the objec-
tions submitted; : o : .

(e) appear at public hearings and present views and comments with
respect to the mining applications.

S.R. 206—4
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SECTION 211. DECISIONS OF THE SECRETARY AND APPEALR

Under the administrative procedure established in this section, if
hearings on the mining application have been held within 30 days
after their completion, the Secretary shall provide to the applicant
and all parties to the administrative proceeding its written findings
granting or denying the permit in whole or in part and stating its
reasons. .

In instances where no hearings have been held, the Secretary is
to notify the applicant in writing of this decision. If the application
has been denied in whole or in part, specific reasons for denial must
be included. This response must be given within a reasonable time
after submission of the permit application, taking into acccunt the
time needed for appropriate field investigations of the site, the com-
plexity of the permit applications, whether or not written objections
have been filed, and the fulfillment of other administrative responsi-
bilities by the regulatory authority under this Act.

Approval of the application results in the issuance of the mining
permit. If, however, the permit is denied, then: (a) within 30 days of
denial the applicant may request a hearing on the disapproval; (b)
upon such a request the Secretary will hold the hearing within 30
days, notifying all interested parties and following the procedure
outlined above.

Any person who has participated in the administrative proceeding
shall have the right of judicial review by the appropriate court in
accordance with State and Federal law.

SECTION 212. ENVIRONMENTAL PROTECTION PERFORMANCE STANDARDS

- This section sets forth the minimum criteria which must be required
by the Federal program regulating surface mining and reclamation
operations for coal on Federal Lands.

These criteria are as follows:

(1) maximize coal utilization;

(2) restore the land to a condition at least fully capable of
supporting prior-to-mining land uses;

(3) restore all mined lands to approximate original contour;

(4) stabilize all spoil piles;

(5) segregate topsoil for ultimate replacement;

(6) restore topsoil;
~ (7) prevent ogsi'te damages;

(8) create, if necessary, appropriate impoundments, within the
definitions of this Act, if authorized in the approved permit;

(9) fill all auger holes; '

(10) minimize the disturbances to the prevailing hydrologic
balance of the minesite and associated offsite areas;

(11) stabilize all waste piles;

(12) refrain from mining within 500 feet of an underground
mine;

(13) provide for safe mine waste impoundments with respect
to both engineering specifications and location;

(14) prevention of hazards to waters from acid-forming mate-
rials or fire hazards;
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(15) insure that the use of explosives be done only with proper
notice and precautions; ,

(16) assure that reclamation efforts proceed as contemporan-
eously as possible with the mining operation; :

(17) insure that the maintenance of haul roads will prevent
erosion and siltation;

(18) no alteration of water flow; :

(19) revegetation of natural species following mining;

- (20) operator responsibility for reclamation for five years in
areas where rainfall is more than 26 inches a year, and 10 years
where rainfall is less than 26 inches a year;

(21) any other criterion which the Secretary deems necessary
for the implementation of this Act. ,

Subsection of (¢) of this section provides for variances to be ac-
corded from the requirements of restoration to approximate original
contour and spoil on the downslope. These variances are limited only
to these two provisions, and are quite closely circumscribed.

Variances may be granted from performance standards: which re-
quire the restoration of the approximate original contour, the covering
of all highwalls, the prohibition against placement of spoil on steep
slopes, and liability for establishing revegatation, only in cases of
mountaintop removal where industrial, commercial, residential, or
public facility development is proposed for post-mining land use and
where the regulatory authority, after public natice and public hear-
ing, issues a written finding that the proposed use is a higher or better
economic or public use which can only be obtained if one or more of the
variances are granted. However, no such variance is to be effective for
more than three years, unless substantial progress toward completion
of the development is underway according to the schedule shown in
the approved mining and reclamation plan. '

Subsection (d) sets forth certain other performance standards de-
signed to protect the environment, and applying only to steep-slope
surface coal mining (which term is not to include mining operations
on flat or gently rolling terrain which will leave a plain or predomi-
nantly flat area) as follows:

(1) spoil or waste materials may not be placed on the slope
below the bench or cut, except where temporarily necessary to
gain access to the coal seam and then only under specified condi-
tions to prevent slides, erosion and water pollution; o

(2) the site must be returned to the approximate original con-
tour by covering highwalls completely and limiting disturbance
above the highwall;

(3) “steep slope” is defined as any slope above 20 degrees or a
lesser slope as determined by the Secretary after due considera-
tion of the soil, climate and other environmental characteristics
of a region or State.

One of the key environmental protection standards of this title is the
requirement to return a mine site to its ‘“‘approximate original con-
tour’’. There has been considerable misunderstanding of this concept
and exaggerated descriptions of its impact.

Coal industry concern seems to be focused on two aspects of the
definition: (1) the need to regrade the mined site so that it “closely
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resembles” prior surface configuration and “blends into” surrounding
terrain and (2) the need to generally “eliminate depressions.” Con-
fusion has existed as to whether or not it will be possible under this
definition of approximate original contour to conduct area mining of
thick seams covered by a relatively thin layer of overburden.

The removal of a thick seam of coal covered by a relatively thin
stratum of overburden will create a depression which can not be filled
in so as to obtain the original elevation of the land, without hauling
an enormous amount of materials from some other location, thereby
creating a depression or at least a disturbance somewhere else. Thus
it has been argued that this requirement to return to approximate
original contour makes western thick seam coal surface mining physi-
cally and/or economically impossible. This, however, is an erroneous in-
terpretation of the concept of approximate original contour and
ignores the plain words of the statute.

First, approximate original contour as it applies to thick seam area
mining in the West is not intended to require that the mined site be
returned to its original elevation. Original elevation simply often
cannot be obtained. A large depression will remain after such mining.
What is required is that the coal operator regrade the mined area
inside and around the perimeter of the mined area so that the depres-
sion blends into the surrounding terrain and that, within the mined
area, the surface of the land ‘“closely resembles” its premining con-
figuration. Final highwalls will have to be regraded in order that
such blending may be accomplished as well as to comply with the re-

uirement that highwalls be eliminated. It must be emphasized that
the requirement to return to approximate original contour does not
necessarily mandate the attainment of original elevation. ‘

Second, the requirement that depressions be “eliminated” is not
intended to refer to large depressions created by the entire mining
operation itself but to smaller scale depressions created within the
mined area. In other words, it is these smaller scaled depressions which
must be eliminated, except where water impoundments are allowed,
not the depression created by the entire mining operation.

A great deal of misunderstanding has occurred regarding the per-
formance standard relating to the construction and location of water
impoundments. The provisions of this title require that both new and
existing impoundments must be located in such a manner that they
“will not endanger public health and safety should failure occur.” It
has been argued that this provision could prohibit the use of impound-
ments throughout the coal-mining industry since under even the best
circumstances a minimal risk of danger to one or more individuals will
always occur if an impoundment should fail. This argument is based
on a patently unreasonable interpretation of the statutory language.

The Committee does not intend to prohibit all impoundments. The
Committee does intend to require not only that impoundments be built
in accordance with stringent construction standards, but also that min-
ing companies be required to design their mining plans so as to avoid
locating impoundments in areas where failure would cause entire towns
to be wiped out. Impoundments are to be constructed only in safe loca-
tions. If they cannot be located safely, then they should not be built.

T T - R
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SECTION 213. SURFACE EFFECTS OF UNDERGROUND COAL MINING
OPERATIONS

Certain of the environmental protection standards for surface min-
ing operations also apply to underground mines. In this section, the
Secretary is required to incorporate in his regulations the following
key provisions concerning the control of surface effects from under-
ground mining:

Underground mining is to be conducted in such a way as
to assure appropriate permanent support to prevent surface sub-
sidence of land and the value and use of surface lands, except
in those instances where the mining technology approved by the
regulatory authority at the outset results in planned subsidence.
Thus, operators may use underground mining techniques, such
as long-wall mining, which completely extract the coal and which
result in predictable and controllable subsidence.

Portals, entryways, shafts or accidental breakthroughs be-
tween the surface and underground mine workings must be sealed
when they are no longer needed for the conduct of the mining
operation.

Environmental standards controlling the surface disposal of
mine wastes, including the use of impoundments, are the same
as those discussed in the previous section.

After surface operations or other mining impacts are complete at a
particular site, the area must be regraded and a diverse and perma-
nent vegetative cover established.

Offsite damages must be prevented, fire hazards eliminated, and dis-
turbances to the hydrologic balance minimized both on-site and in
associate offsite areas.

In order to prevent the creation of additional subsidence hazards
from underground mining in developing areas, subsection (c) pro-
vides permissive authority to the regulatory agency to prohibit under-
ground coal mining in urbanized areas, cities, towns, and communities
and under and adjacent to industrial buildings, major impoundments,
or permanent streams.

Subsection (d) provides that all other provisions of the Act and
regulations pertaining to this program, permits, bonds, inspection and
enforcement, public review and administrative and judicial review
are applicable to underground mines with such modifications to the
application requirements, permit approval and denial procedures and
bond requirements deemed necessary by the Secretary in order to
accommodate differences between surface and underground mines.

SECTION 214, INSPECTIONS AND MONITORING

For the purpose of administering and enforcing this Act, every
permittee must establish and maintain appropriate records, make
monthly reports to the Secretary, install, use and maintain any neces-
sary monitoring equipment or method, evaluate the results of such
monitoring in accordance with the procedures established by the Sec-
retary, and provide such other information relative to surface mining
as the regulatory authority deems reasonable and necessary.

57-006 O - 75 - 4
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Special additional monitoring and data analysis are specified for
those mining and reclamation operations which remove or disturb
strata that serve as aquifers which significantly insure the hydrologic
balance or water use either on or off the mining site. Access to the mine
site, monitoring equipment, areas of monitoring, and records of such
monitoring and analysis must be provided promptly to authorized
representatives of the regulatory authority without advance notice and
upon request.

A clearly visible sign must be maintained at the mine entrance.

This section instructs the Secretary to carry out inspection of each
mining operation according to the following criteria:

(1) averaging not less than one per month for each operation;

(2) occurring without prior notice to the operator;

(3) including filing of reports adequate to insure the enforcement of
the requirements under this Act;

(4) rotating inspectors at adequate intervals.

After each inspection, the inspector shall notify the operator and
the Secretary of each violation of any requirement of the Act. Copies
of all inspection reports are to be made available to the affected and
interested public at central locations.

SECTION 215. PENALTIES

Any permittee who violates any permit condition or who violates
any other provisions of this title may be assessed a civil penalty by the
Secretary not to exceed $5,000 for each violation according to this
section, with each day of violation deemed a separate violation. The
amount of the penalty shall depend on the circumstances of the
situation.

A civil penalty shall be assessed only after an opportunity for a
public hearing has been afforded the person charged with a violation.

Subsection (d) provides for interest to be charged for unpaid civil
penalties, which, under subsection (d), may be recovered in an appro-
priate court. The interest rate will be 69, or the prevailing Depart-
ment of Treasury borrowing rate, whichever is greater.

Any person who willfully and knowingly violates a condition of a
permit, or fails or refuses to comply with an order issued by the
Secretary under this Act, shall be fined not more than $10,000, or
imprisoned for not longer than one year, or both. '

ubsections (e) and (g) provides that the same penalities apply to
the officers of a corporation which violates the provisions of this Act,
as to an individual.

Under subsection (f), any person who knowingly makes a false
statement, representation, or certification with respect to any applica-
tion, record, report, plan or other document filed or required to be
maintained under this Act shall be fined not more than $10,000, or
imprisoned for not longer than one year, or both.

SECTION 216. RELEASE OF PERFORMANCE BONDS OR DEPOSITS

This section provides that a permittee may obtain the release of all
or part of his performance bond upon request, after public notifica-
tion and an inspection by the Secretary. Sixty percent of the bond
may be released when backfilling, regrading and drainage control
are completed. The remaining 40 percent is released after revegetation
has been accomplished, to the extent that no abnormal suspended
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solids are further contributed to streamflow or runoff outside the
permit area; and the operator’s responsibility for reclamation has
expired.

Under subsection (d), if an application for bond release is denied,
the permittee is to be notified in writing of the reasons therefor.

This section also provides that any person or government agency
with a valid legal interest may file written objections to a proposed
bond release, in which case a public hearing must be held after appro-
priate public notice.

SECTION 217. CITIZEN SUITS

Section 217 provides for citizen participation in the enforcement
of this title by civil lawsuits (1) against any person who is alleged to
be in violation of this title or an order of the Secretary or (2) against
;clhi Secretary for alleged failure to perform a nondiscretionary act or

uty. :

Suits may be brought by ‘“any person having an interest which is
or may be adversely affected”. The Committee intends that this in-
cludes persons who meet the requirements for standing to sue set out
by the Supreme Court in Sierra Club v. Morton (405 U.S. 727 (1972)).

Subsection (b) requires that no action for violation of the law may
be started for 60 days after notice of the alleged violation to the al-
leged violator, the Secretary. If the Secretary begins a civil action
against the violation, no court action could take place on the citizen’s
suit. The 60-day waiting period does nct apply when the violation or
failure to act constitutes an imminent threat to the plaintiff’s health
or safety or would immediately affect a legal interest of the plaintiff.

Under subsection (c) actions for violations of the law or regulation
may be brought only in the judicial district in which the surface mining
operation involved 1s located. :

_Subsection (d) provides that the court may award costs of litiga-
tion to any party and require a bond where a temporary restraining
order or preliminary injunction is sought. :

It also authorizes the court in a citizen suit to require the filing of a
bond or equivalent security if a temporary restraining order or pre-
liminary injunction is granted. It is the committee’s intent that the
courts will carefully consider the circumstances and probable outcome
of litigation in deciding whether to require a bond. This will minimize
the possibility that this section might be subject to misuse either by the
commencement of frivolous actions against environmentally sound
operations or as a substitute for other provisions of this bill which im-
pose more precise requirements for citizen participation in the permit
application and performance bond release proceedings.

This section is not intended to override the specific provisions of
this bill which provide more precise requirements for citizen participa-
tion in the permit application and performance bond release proceed-
ings, or to limit access to remedy for damages under any other statute
or ruling. Nor does it limit any person’s right under Federal or State
law to seek legal or equitable relief.

The Committee believes that citizen suits can play an important
role in assuring that regulatory agencies and surface operators com-
ply with the requirements of the Act and approved regulatory pro-
grams. The possibility of a citizen suit should help to keep program
administrators ‘“on their toes.”




SECTION 218. ENFORCEMENT

This section sets forth a number of specific characteristics for the
enforcement of this title. : ) .

(1) The Secretary may receive information with respect to viola-
tions of provisions of this Act from any source, such as State inspec-
tion reports filed with the Secretary, or information from interested
citizens.

(2) If on the basis of inspection, the Secretary determines that a
violation has occurred, which creates an imminent danger to public
health or safety or can cause imminent significant environmental harm,
he shall immediately order cessation of the operation or a relevant
portion thereof, until the violation is abated or the order modified by
the Secretary. o

(3) In the case of a violation which does not cause such imminent
danger, the Secretary must issue a notice setting a period of no more
than 90 days for abatement of the violation. A pattern of violations
caused by unwarranted or willful failure to comply with provisions of
this title requires the Secretary to order the permittee to show cause
why his permit should not be suspended or revoked. )

(4) All orders issued by the Secretary take effect immediately and
all orders shall be specific and substantive with respect to the nature of
the violation, the remedial action required, time for compliance and
seriousness of the violation.

Under Subsection (b), if violations occurring under an approved
State program appear to result from the failure of the State to en-
force the program effectively, the Secretary shall so inform the
State. If the problems extend beyond thirty days, the Secretary shall
give public notice of his finding with respect to the State program.
After public notice, and until the State satisfies the Secretary that it
will enforce all provisions of the Act, the Secretary of Interior shall
enforce any permit condition required by this Act, shall issue new or
renewed permits for surface mining operations, and issue other orders
as necessary for compliance with the provisions of this Act.

Subsection (c) provides that upon request of the Secretary, the
Attorney General of the U.S. may enforce sueh Secretarial orders for
various actions in a district court of the U.S. .

The Secretary may request the Attorney General to apply for in-
junctive relief whenever a permittee violates an order of the Secre-
tary, hinders implementation of the Act, refuses to permit inspection
of the mine, or refuses to furnish information.

SECTION 219. DESIGNATING AREAS UNSUITABLE FOR SURFACE COAL
MINING

The Secretary is required to conduct a review of all Federal lands
to determine areas unsuitable for mining. But in order to avoid lock-
ing up Federal coal in the case of a protracted study (such as the
wﬁdemess study), there is no moratorium on leasing during the period
of review under the provisions of this section. ) )

This title requests the survey of Federal lands to determine the
unsuitability of such lands for all or any type of surface coal mining,
but not for exploration.
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Lands must be so_designated if reclamation as required by this
title is not economically or physically possible.

Upon petition, such lands shall be viewed and, after public hear-
ings, may be so designated if: (1) Surface coal mining would be in-
compatible with existing land use plans; (2) the area is a fragile or
historic land area; (3) the area is in “renewable resource lands”’—
those lands where uncontrolled or incompatible development could
result in loss or reduction of long-range productivity, and could in-
clude watershed lands, aquifer recharge areas, significant agricultural
or grazing areas; (4) the area is in “natural hazard lands”’—those
lands where development could endanger life and property, such as
unstable geological areas. ‘ ’

Each study for designation is made only on a case by case basis upon
specific petition. In addition, this title contains specific requirements
for petition. The Secretary is required to issue regulations defining
those petitions to be considered valid, to preclude frivolous requests.
Also this section does not apply to lands on which surface coal mining
operations were being conducted on the date of enactment of this
Act or for which substantial commitments had been made prior to
September 1, 1974,

Under subsection (b), any person having an interest which may be
adversely affected may petition either the State or Federal Govern-
ment to have an area so designated based on the above criteria or to
have a designation terminated. Public hearings on any area to be so
designated must be held. ‘ ‘ ‘

In addition, prior to the designation of any area as unsuitable for
mining, the Secretary must prepare from existing and available
information a statement on the potential coal resources in the area
affected, the overall demand for coal, and the impact of the designa-
tion on the environment, the area’s economy and the supply of coal.

In addition to the prohibition of surface mining which may result
from the operation of the designation process, subsection (c) provides
for certain outright prohibitions on surface coal mining. This subsec-
tion would prohibit new surface coal mining operations on lands
within the National Park System, the National Wildlife Refuge
Systems, the National Wilderness Preservation System, the Wild
and Scenic Rivers System, National Recreation Areas, National
Forests, in areas which would adversely affect parks or National
Register of Historic Sites, within one hundred feet of a public road
(except where mine access or haul roads join the right-of-way),
within 300 feet of an occupied building or one hundred feet from a
cemetery. .

All of these bans are subject to valid existing rights. This language
is intended to make clear that the prohibition of strip mining on the
national forests is subject to previous state court interpretation of
valid existing rights. The language is in no way intended to affect or
abrogate any previous state court decisions.

The party claiming such rights must show usage or custom at the
time and place where the contract is to be executed and must show
that such rights were contemplated by the parties. The phrase “sub-
ject to valid existing rights” is thus in no way intended to open up
national forest lands to strip mining where previous legal precedents
have prohibited stripping.
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SECTION 220, PUBLIC AGENCIES, PUBLIC UTILITIES, AND PUBLIC
CORPORATIONS

~This section applies the requirements contained in the Act to public
corporations, public agencies, and publicly owned utilities, including,
for example, tﬁe Tennessee Valley Authority, which engage in surface
mining.
SECTION 221. REVIEW BY SECRETARY

This section provides that any permittee who has had his permit
revoked or suspended, and any person adversely affected by such
revocation or suspension, may apply to the Secretary for review of
such revocation or suspension within 30 days after such revocation
or suspension upon receipt of an application the Secretary shall
conduct an appropriate investigation, including public hearings.

SECTION 222, JUDICIAL REVIEW

Any decision of the Secretary issued pursuant to this title may be
reviewed in an appropriate United States Court of Appeals by a peti-
tion of such decision by a person who participated in the administra-
tive proceedings and who was aggrieved by such decision according
to this section. :

All other decisions or orders of the Secretary shall be reviewable
in the appropriate United States District Court for the locality in
which the surface coal mining operation is located. Commencement
of a 1;;roceedmg under this section shall not operate as a stay of action
by the Secretary unless so ordered by the court.

SECTION 223. SPECIAL BITUMINOUS COAL MINES

Section 223 provides for the adjustment of several environmenta!
standards for a limited number of existing mine pits in the United
States. There are probably a few “open-pit” type coal mines on Fed-
eral lands in the Western States which would be unduly burdened by
meeting all of the environmental standards as proposed in the bill. In
particular, this special provision has been included in the bill to allow
special regulations to be applicable to the ‘“big-pit” mine pit at the
Kemmerer mine. However, this section would also be applicable to
other mines which have the very unusual characteristics of the “big-
pit” at Kemmerer.

In this provision, “special bituminous toal mines” are defined as
operations that would result in excess of 900 feet deep according to
existing mine plans, were in existence at least 10 years prior to the date
of enactment of the title and met several other criteria. Such mines are
not exempted from the provisions of this title, but the Secretary is
authorized to allow appropriate variation from certain requirements
dealing with spoil handling, regrading to approximate original contour,
elimination of depressions capable of collecting water, and creation of
impoundments. It is thought that some mine pits, because of their
setting, design and duration of existing operation are sufficiently com-
mitted to a mode of operation which makes adjustment to the basic
standards in the act difficult. A judgment was made that in these
limited cases, such pits could continue with their basic mode of opera-

-
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tion, meeting the special requirements of this section and all other
requirements of the act.

The language of this section has been carefully drawn to apply to
pits which were operational prior to January 1, 1972. New mine
pits, those opened or re-started after January 1, 1972, must be designed
or adjusted to meet the basic environmental standards of the Act. This
applies even in those same settings where existing pits may be deter-
mined eligible for the special standards. In other words, specific pits,
not entire operations which may cover thousands of acres are eligible
under this section. Similarly, in determining the practicability of ex-
isting pits to adjust to meet the basic environmental standards of this
title, the Secretary should ascertain that the long-range plan of the pit
is such that adjustment cannot be made to bring the operation in con-
formance with the Act. In some instances, it would seem probable
that the reworking of old pits or combination of existing pits on a
mined site would provide an opportunity for a mining operation ad-
justment to meet the basic provisions of the Act and the eligibility for
exceptions should be so conditioned.

Eligibility is carefully defined under this section so that eligibil-
ity for exceptions under this section would not become the rule rather
than the exception and so that it specifically applies only to exist-
ing mine pits which have been producing coal in commercial quantities
since January 1, 1972.

SECTION 224. DEFINITIONS

This section contains 19 definitions: Secretary; commerce; surface
coal mining operations; surface mining and reclamation operations;
lands within any State; Federal lands; Indian lands; Indian tribe;
reclamation plan; State regulatory authority; regulatory authority;
person; permit; permit applicant; permittee; other minerals; approxi-
mate original contour; operator; permit area; unwarranted failure
to comply; alluvial valley floors; and imminent danger to health and
safety of the public.

Of importance to this analysis are ‘“surface mining operations,”
“Indian lands,” “lands within any State,”’ “other minerals,” ‘“back-
filling to approximate contour,” and “alluvial valley floors”.

“Surface mining operations’ is so defined to include not only tradi-
tionally regarded coal surface mining activities but also surface opera-
tions incident to underground coal mining, and exploration activities,
The effect of this definition is that only coal surface mining is subject
to regulation under the Act., Activities included are excavation to
obtain coal by contour, strip, augur, dredging, in situ distillation or
retorting and leaching or any other form of mining except open pit
mining; and the cleaning, or other processing or preparation and load-
ing for interstate commerce of coal at or near the mine site, Ac-
tivities not included are the extraction of coal in a liquid or gaseous
state by means of wells, or pipes unless the process includes in situ
distillation of retorting and the extraction of coal incidental to ex-
traction of other minerals where coal does not exceed 16% percent of
the tonnage removed. The last exception is designed to exclude opera-

" tions, such as limestone quarries, where coal is found but is not the

mineral being sought. “Surface mining operations’” also includes all
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areas upon which occur surface mining activities and surface activities
incident to underground mining. It also includes all roads, facilities
structures, progerty, ‘and materials on the surface resulting from or
incident to such activities, such as refuse banks, dumps, culm banks,
impoundments and processing wastes.

“Indian lands” is defined to mean all lands within the exterior
boundaries of Indian reservations, and all lands held in trust for or
supervised by any Indian tribe. Coal surface mining on these lands is
not subject to regulation under the Act.

“Land within any State” is so defined and used throughout the Act
so as to insure that the States, through their State programs, will not
assert any additional authority over Federal lands or Indian lands,
other than that authority delegated to them by the Secretary in devel-
oping joint Federal-State programs.

“Other minerals” is defined to include clay, stone, sand, gravel,
metalliferous and nonmetalliferous ores, and any other solid material
or substace of commercial value excavated in solid form from natural
deposits on or in the earth, exclusive of coal and those minerals which
occur naturally in liquid or gaseous form.

“Approximate original contour” is defined so as to bar depressions
capable of collecting water except where retention of water is deter-
mined by the regulatory authority to be required or desirable for
reclamation purposes.

“Alluvial valley floors” are defined as unconsolidated stream laid
deposits where water availability is sufficient for subirrigation or flood
irrigation agricultural activities.

SECTION 225. OTHER FEDERAL LAWS

This section contains the standard savings clauses concerning ex-
isting State or Federal mine health and safety, and air and water
quality laws, and the mining responsibilities of the Secretary and
heads of other Federal agencies for lands under their jurisdiction.

Specifically, it disclaims any conflict between this title or any
regulations approved pursuant to it, and the Federal Metal and Non-
metallic Mine Safety Act, the Federal Coal Mine Health and Safety
Act, the Federal Water Pollution Control Act, the Clean Air Act as
amended, the Solid Waste Disposal Act, the Refuse Act, and the Fish
and Wildlife Coordination Act,

This section also specifies those actions taken to implement the Act
which must be considered as “major Federal actions” for the purpose
of Section 102(2)(c) of the National Environmental Policy Act of
1969,

SECTION 226. EMPLOYEE PROTECTION

Section 226 makes unlawful the discharge or discrimination against
any person who has filed a suit or testified under provisions of this
title, and gives such person recourse to review by the Secretary of
Labor. After opportunity for public hearing, the Secretary is to make
findings of fact and issue orders where a violation has occurred, for
reinstatement of the employee with compensation. The Secretary’s
orders are subject to judicial review. The applicant in a successful
gleading is to be reimbursed for his costs, including attorney fees. The

ecretary is required to evaluate the effects of enforcement of the Act
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on employment, to investigate complaints, and hold public hearings
concerning alleged discharges and layoffs. His subsequent report and
any recommendations are to be made public.

SECTION 227. PROTECTION OF GOVERNMENT EMPLOYEES

This section extends to surface coal mine inspectors the same rights
and protections accorded to other Federal inspectors in the course of
their duties.

SECTION 228. ALASKAN SURFACE COAL MINE STUDY

Section 228 recognizes that the physical setting of the far morth
coal fields in Alaska may require special provisions for environmental
control which are not required in the coal fields in the 48 contiguous
States. Accordingly, some of the specific provisions of this bill may
need to be adjusted in order to allow operations within the environ-
mental objectives and intent of this legislation. )

The Secretary is directed to contract with the National Academy of
Sciences-National Academy of Engineering for a study to determine
if additional or different environmental protection provisions are
needed. The Academies offer an opportunity for an independent analy-
sis of this problem and will be able to combine appropriate engineering
and environmental capability for the effort.

SECTION 229. STUDY OF RECLAMATION STANDARDS FOR SURFACE MINING
OF OTHER MINERALS

Section 229 is designed to meet short-term needs for information. It
directs the Chairman of the Council on Environmental Quality to
contract with the National Academy of Sciences-National Academy
of Engineering, and such other government agencies or private groups
as may be needed, for indepth study of current and developing tech-
nology for surface mining of minerals other than coal and of open pit
mining. This study is to be designed to assist in the establishment of
effective and reasonable regulation of surface and open pit mining and
reclamation. . o

The Committee’s decision to limit the scope of this title to coal sur-
face mining was based on several factors. One of these was that it did
not have sufficient information about the nature and characteristics of
surface mining for other minerals and about open pit mining.

Surface mining of coal is the most immediate and pressing problem.
It accounts for 43 percent of the total land disturbed in the United
States by all forms of surface mining. However, the Committee recog-
nizes the need to regulate surface mining for other minerals, particu-
larly sand and gravel which accounts for 25 percent of the total
surface area disturbed by surface mining. Thus, subsection 229(b)
requires that the study together with specific legislative recommenda-
tions shall be submitted to the Congress and the President within 18
months after enactment of the Act. The study and recommendations
with respect to surface and open pit mining for sand and gravel and
for the mining of oil shale and tar sands is to be submitted within one
year.
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SECTION 280. INDIAN LANDS

Section 230 directs the Secretary of the Interior to study the ques-
tion of regulation of surface mining on Indian lands which will
achieve the purposes of the Act and recognize the special jurisdictional
status of Indian lands. The Secretary is directed to consult with
Indian tribes and to report to Congress as soon as possible but no
later than January 1, 1976.

In the interim, this section also provides that surface coal mining
operations on Indian lands meet certain environmental standards at
least as stringent as those in this Act, and requires the Secretary to
incorporate such standards in all leases.

SECTION 231. SURFACE OWNER PROTECTION

Special problems arise where coal deposits have been reserved to
the United States but title to the surface has been conveyed to private
individuals. This section establishes as Federal coal leasing policy a re-
quirement -that the Secretary of the Interior not lease for surface
mining without the consent of the surface owner, Federal coal deposits
underlying land owned by a person who has his principal place of
residence on the land, or personally farms or ranches the land af-
fected by the mining operation, or receives directly a “significant por-
tion” of his income from such farming. The Committee does not intend
by this to impose an arbitrary or mechanical formula for determining
what is “significant.” This should be construed in terms of the impor-
tance of the amount to the surface owner’s income. Significant is not
intended to be measured by a fixed percentage of income. For example.
where a person’s gross income is relatively small, a loss of but a frac
tion thereof may be significant. By so defining “surface owner’’, the bill
should prevent speculators purchasing land only in the hope of reap-
ing a windfall profit simply because Federal coal deposits lie under-
neath the land. v ' :

At the same time, so that there will not be any undue locking up of
Federal coal, generous compensation is guaranteed to the surface
owner, based not only upon the market value of the property of the
land, but also the costs of dislocation and relocation, loss of income
and other values and damages. -

The procedure for obtaining surface owner consent is intended to
assure that the surface owner will be dealing solely with the Secre-
tary in deciding whether or not to give his consent to surface:coal
mining. Penalties would be assessed to discourage the making -of
“side deals” in order to circumvent the strict provisions governing
surface owner consent.

In order to give Congress and the Administration an opportunity to
assess the impact of this provision, Section 231 does not go into effect
until February 1, 1976. However, it imposes a2 moratorium on leasing
of Federal coal under private surface until that time, unless the owner
of the surface consented to surface coal mining prior to February 27,
1975. The Committee is aware that many surface owners haye already
entered into agreements with coal companies which intend to attempt
to obtain Federal coal lease. Section 231 is not intended to apply
retroactively so as to require new consents and payments to the sur-
face owner where written consents have already been negotiated.
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The requirement that coal deposits subject to Section 231 be offered
for lease by competitive bidding is not intended to override any rights
which the holder of a Federal prospecting permit may have to a coal
Jease. If such a permittee has a property right, it is protected under
this section which provides that nothing in this section enlarges or
diminishes any property rights held by the United States or any other
land owner. ) i

Section 231 establishes as one criterion for Federal coal leasing
“that the Secretary shall, in his discretion but to the maximum extent
practicable” refrain from leasing Federal coal underlying lands held
by surface owners. In implementing this policy, the Secretary should
consider economic as well as physical conditions in determining what
is “practicable.” :

SECTION 232. FEDERAL LESSEE PROTECTION

This section requires that any application for a permit for surface
coal mining of Federal coal must include either the written consent
of the permittee or lessee of the surface lands to be affected, or evi-
dence of the execution of a bond to secure payment for all damages
to the surface estate resulting from the mining operations.

SECTION 283.—ALASKA COAL

This provision applies to those lands which, as a result of the Alaska
Statehood Act or the Alaska Native Claims Settlement Act, were con-
veyed from Federal to state or private ownership. Its purpose 1s to
assure that nothing in this Act shall be construed as changing existing
property rights with respect to lands so conveyed. The provision ap-
plies to any coal conveyed out of Federal ownership under these two
laws regardless of its current ownership.

SECTION 234, WATER RIGHTS

This section reaffirms existing State law with regard to water rights
affected by a surface coal mine operation subject to this title.

SECTION 235. AUTHORIZATION OF APPROPRIATIONS

This title appropriates such sums as are necessary for the purposes
of this title.

VI. TaBULATION OF VOTEs CAsT IN COMMITTEE

Pursuant to Section 133(b) of the Legislative Reorganization Act of
1946, amended, the following is a tabulation of votes of the Committee
during consideration of S. 391: .

1. %uring the Committee’s consideration of S. 391 a number of
voice votes and formal roll call votes were taken on amendments.
These votes were taken in open business meeting and, because they
were previously announced by the Committee in accord with the
provisions of Section 133(b), it is not necessary that they be tabulated
1n the Committee report. ' :
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2. S. 391 was ordered favorably reported to the Senate on a roll
call vote of 12 yeas and 2 nays. The vote was as follows:

Jackson—Yea Fannin—Nay
Church—Yea Hansen—Yea
Metcalf—Yea Hatfield-Yea
Johnston—-Yea MecClure—~Yea
Abourezk—Yea Bartlett~Nay
Haskell-Yea

Glenn-Yea

Stone—Yea

Bumpers-Yea
VII. Cost ESTIMATES

In accordance with Section 252(a) of the Legislative Reorganization
Act of 1970 the Committee provides the following estimates of cost:

1. Administrative Costs—Enactment of S. 391 will not require any
significant administrative action not already provided for at existing
budgetary levels other than implementation and enforcement of the
surface coal mining regulations under Title I1. Section 204(a) provides
that the application fees should pay the cost of reviewing, administering
and enforcing surface coal mining permits. Administrative costs
connected with processing of prospecting permits and preference right
lease applications would be reduced since these would be eliminated.

2. Impact on Federal Revenues—If enacted, S. 391 should increase
Federal revenues from coal leasing. However, enactment of Section
111 of 8. 391 will significantly reduce Federal revenues from mineral
leasing under the Mineral Leasing Act of 1920. This section increases
the share of revenues paid to the states from 37149, to 609,. Based
on estimated revenues in Fiscal Year 1975 of $311,000,000, this change
would reduce Federal revenues for the year by $70,000,000. Revenues
in every future year would, of course, be reduced by the same
proportion.

VIII. ExEcurivE COMMUNICATIONS

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., May 5, 1975.
Hon. HENnry M. JAcKsoN,
Chairman, Commattee on Interior and Insular Affairs,
U.S. Senate, Washington, D.C.

Dear MR. CuamrmAN: This responds to your request for this
Department’s views on S. 391, a bill ““To amend the Mineral Leasing
Act of 1920, and for other purposes.”

S. 391 is similar to S. 3528 in the 93d Congress as passed by the
Senate. It would amend the Mineral Leasing Act of 1920 (30 U.S.C.
§§ 181-287) to require that coal leases be issued by competitive
bidding with limited exceptions, repeal authority to issue prospecting
permits and provide for issuance of exploration licenses after approval
of an exploration plan, prohibit leasing of lands unless they are
included 1n a land use plan, limit lease terms to 10 years and so long
thereafter as coal is produced annually in paying quantities, require a
minimum royalty, and allow States greater discretion in spending
their shares of Federal coal leasing revenues.
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In the previous Congress it was the position of this Department
that total revision of the Mineral Leasing Act was preferable to the
piecemeal approach of coal leasing amendments. However, we stated
that the Department would not objéct to such coal leasing provisions
if amended to conform to the general approach of the Department’s
proposed “Mineral Leasing Act of 1973”. While we still prefer adoption
of a comprehensive revision of the mineral leasing laws to include all
presently leasable mineral resources, and intend to submit such
legislation on. this matter in the future, we would approve enactment
if the subject bill is amended in accordance with the following
comments: :

(1) Forty-Acre Leasing Tracts, subsection 2(a)(1) on page 1 and 2.
The requirement that leasing units be in tracts of 40 acres or multiples
thereof was established during a period when average leaseholds and
leasing operations were relatively small and 40 acres was a meaningful
size for a lease. Today however, there is no special significance to
tracts of 40 acres or multiples thereof. Indeed, there may be tracts of
leagable lands which are not in multiples of 40. More leeway should
be given to the Secretary to offer leases in tracts that he deems appro-
priate in the public interest. We recommend, therefore, that section
2(a)(1) be amended to read:

. The Secretary of the Interior is authorized to divide any lands
subject to this Act into coal leasing tracts of such size as he deems
appropriate and in the public interest, and thereafter he shall, in
his discretion, upon the request of any qualified applicant or on
his own motion, from time to time, offer such lands for leasing,
and shall award leases thereon by competitive bidding.

(2) Noncompetitive Modifications of -Leases. Sections 3 and 4 of the
Mineral Leasing Act (30 U.S.C. §§ 203, 204) provide for modifications
and additions to leases without competition of not more than 2,560
acres. S. 391 would not affect these sections. As a general rule most
modifications or additions do not warrant competitive authorization.
However, such authorized modifications or additions to leaseholds
should not be used to circumvent the intention of a competitive sys-
tem. Therefore, we recommend that sections 3 and 4 be repealed, and
S. 391 be amended to add, as subsection 2(b) the following language:

(b) Any person, -association, or corporation holding a lease of
coal lands or coal deposits under the provisions of this Act shall
with the approval of the Secretary of the Interior, upon a finding
by him that it would be in the interest of the United States,
secure modifications of the original coal lease by including addi-
tional coal lands or coal deposits contiguous to those embraced
in such lease, but in no event shall the total area added by such
modifications to an existing coal lease exceed one hundred and
sixty (160) acres, or add acreage larger than that in the original
lease. The Secretary may prescribe new terms and conditions
which shall be consistent and applicable to all of the acreage in
such modified lease.

(3) Land Use Planning on National Forest Lands, on page 2. As
subsection (2)(a)(2) lines 7 through 16 on page 2; is drafted, the Secre-
tary of Agriculture is given the authority to develop comprehensive
land use plans for the land within the National Forest System and to
determine whether lease sales within the National Forest System are
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consistent with such plans. This provision would divide the authority
between the Secretary of Agriculture and the Secretary of the In-
terior who handles lease sales in nearly all other areas to be considered
for mi(Illing. We therefore suggest that subsection (2) (a)(2) be amended
to read:

(2)(a)(2). After identifying the areas where there is sub-
stantial development interest in coal leasing, the Secretary of
the Interior shall prepare comprehensive land-use plans for lands
under his responsibility where plans have not already been pre-
pared. The Secretary-of the Interior shall inform the Secretary of
Agriculture of substantial development interest in coal leasing on
lands within the National Forest System. Upon receipt of such
notification from the Secretary of the Interior, the Secretary of
Agriculture shall prepare, where such plans have not already been

repared, a comprehensive land-use plan for such areas, taking
nto consideration the proposed mineral resource development
interest. In preparing such land-use plans, the Secretary of the
Interior, or in the case of lands within the National Forest Sys-
tem, the Secretary of Agriculture, shall consult with State and
local governments and the general public. . .

To provide that the issuance of leases on National Forest System
lands would be subject to the consent of the Department of Agri-
culture and subject to such conditions as that Department might pre-
scribe with respect to the use and protection of nonmineral interests,
we suggest adding a new subsection (2)(a)(3) as follows:. .

(2)(2)(3). Leases covering lands the surface of which is under
the jurisdiction of any Federal agency other than the Department
of the Interior may be issued only upon consent of the other
Federal agency and upon such conditions as it may prescribe with
respect to the use and protection of the nonmineral interests in
those lands. : :

It will be necessary now to renumber old subsection 2(a)(3), on
page 2, as subsection 2(a)(4).

(4). Exploration and License Plan, on page 3. We favor the concept
of exploration licenses set out in S. 391 with the specific requirement
for submission to the Secretary of an exploration plan. In order to
assure that the Government has the right to initiate the leasing process
and to lease at any time, section 3 of S. 391 should be amended. On
page 3, delete the sentence beginning on line 4 and ending on line 5,
and insert instead: “Each exploration license shall be for a term of
not more than two years and be subject to a reasonable fee. The
issuance of exploration licenses shall not preclude the Secretary from
issuing coal leases at such times and locations as he deems appropriate.
No exploration license will be issued for any land on which a coal
lease has been issued.”

We also recommend adding the following language to the end of
proposed subsection 3(b)(2), page 3, line 20, to conform to present
practices on National Forest System’s lands.

. Exploration licenses covering lands the surface of which is
under the jurisdiction of any Federal agency other than the
Department of the Interior may be issued only upon such condi-
tions as it may prescribe with respect to the use and protection
of the nonmineral interests in those lands.

-
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(5) Penalties, on page 4. We believe that the language in S. 391 deal-
ing with the assessment of fines, subsection 3(b)(5), page 4, lines 19-22,
should be amended. There is some confusion as to whether disclosure
of data would be required only upon conviction. In order to avoid a
“due process” question under the Constitution, we recommend that
the following new sentence be added at the end of line 22 on page 4
of the bill: . .

No penalty shall be assessed under this subsection without
proper notice and an opportunity for a hearing.

(6) Paying Quantities, on page 5. We recommend that the term
“paying quantities” in subsection 7(a)(1), line 3 and its definition in
subsection 7(a)(2), lines 14 through 17; be deleted and that the
following language be adopted as the first sentence of 7(a)(1):

A coal lease shall be for a term of twenty years and for so long
thereafter as coal is continuously produced in quantities which,
in the judgment of the Secretary, would justify the continued
operation of the mine or mines.

The use of profitability as the yardstick for continuation of a lease
is administratively cumbersome and ultimately may be more costly.
Based on our experiences with the term ‘“paying quantities’” in oil
and gas leasing, we now foresee great difficulty in applying this term
to non-oil and gas leasing. The purpose of the provision is to ensure
sufficient development of Federal coal leases to justify continuation.
Contrary to this intent, however, the definition as stated in S. 391
may have the effect of terminating leases which are temporarily shut
down, in the early nonprofitable stages of production, or are pro-
ducing at levels which cover only part of production costs, or are
being developed as part of a larger mining unit containing several
Federal or non-Federal lease units.

There may well be times in the production of coal from & particular
lease or leases where continued production would be in the public
interest in satisfying economic and energy needs, even though it would
not be paying a profit to the lessee.

(7) Logweal Mining Units. S. 391 does not contain specific authority
for the Secretary to consolidate leases into logical mining units so
that production within a unit rather than on a single lease would
satisfy renewal and diligence requirements. Authority to unitize
leases would give the Secretary and lessees greater flexibility in
planning the development of leases so that there is a maximum
recovery of coal with a minimum impact on the environment. The
authority would be particularly valuable in planning for the develop-
ment of lands where some tracts are federally owned and some pri-
vately owned. Mining units could then be designated to encompass
private lands, thus ensuring the development of isolated Federal tracts
which ordinarily might not be developed. -

We therefore recommend that in order to authorize unitization, the
following new subsection 7(b) be added on page 5 to read as follows
and that the subsequent subsections be renumbered accordingly:

7(b). Subject to valid existing rights, subsection 2(c) and (d)
of the Act of August 31, 1964, 78 Stat. 710, 30 U.S.C. §201-1,
is amended to read as follows: :

(c) At the discretion of the Secretary, leases issued under this
section may, in the interest of conservation or otherwise in the
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gublic interest, be consolidated into logical mining units. The

ecretary may require among other things that (1) production
on any lease in a logical mining unit will be construed as produc-
tion on all leases in that unit, (2) the rentals and royalties for
all Federal leases in a logical mining unit may be combined, and
advanced royalties paid for any lease within a logical mining
unit may be credited against such combined royalties, and (3)
leases issued before the date of enactment of this Act may be
included with the consent of all lessees in such logical mining
unit, and, if so included, shall be subject to the provisions of this
section.

(d) By regulation the Secretary may require a lessee under this
Act to form a logical mining unit, and may provide for the deter-
mination of participating acreage within a unit.

(8) Advance Royalty Payments, on page 5. We do not feel that para-
graph (b) properly revises certain portions of section 7 of the Mineral
Leasing Act of 1920 (30 U.S.C. § 207). It does not appear to authorize
the Secretary to charge advance royalties, as section 7 presently does,
and it does not accurately reenact either the diligence requirements or
the force majeure provisions of the Act. We therefore suggest that para-
graph (b) be rewritten to read as follows:

(b) Each lease shall be subject to the conditions of diligent
development and continued operation of the mine or mines, ex-
cept when lease operations shall be interrupted by strikes, the
elements or casualties not attributable to the lessee. The Secre-
tary of the Interior may, if he determines that it is in the public
interest, provide for the payment at his discretion of an advance
royalty in lieu of the requirements of continued operation of the
mine or mines.

(9) Development and Reclamation Plan Approval Within One Year,
subsection 7(c) on page 5 and 6. S. 391 requires approval of a develop-
ment and reclamation plan within 1 year of issuance of a lease. This
deadline may be impractical. A meaningful plan requires extensive
knowledge of the terrain, hydrology, geology, soil characteristics,
baseline environmental data, reclamation and mining controls to be
imposed by Federal, State and local laws and regulations, and stand-
ards to be imposed by stipulation. These last two items must be known
and understood by both the lessee and the lessor in order to make sub-
sequent administration of the lease efficient and effective. The lessee
would not always be in a position to submit development plans within
1 year. '

Sufficient time prior to formulating a development plan must be
available to the operator so as to learn more explicitly of deposit
characteristics upon which will depend the plans for mining, handling
and marketing. Such information would include such physical aspects
as continuity and thickness of the coal seams, the Btu heat value, mois-
ture, ash, sulfur and trace elements and other characteristics such as
coking quality, ash fusion temperature, grindability, and burning
characteristics; :

It could take a number of years to collect this data. We therefore
recommend that the bill require submission of a plan within three years
of issuance of a lease and before operations are commenced which
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may cause significant environmental distubrance. Accordingly, we

recommend that on page 5, line 24 be revised to read as follows:

(c) Within three years of issuance of a lease and before develop-

ment operations begins which may cause 2 significant environ-
mental distrubance, the * * *

(10) Delegation of Authority to the Secretary of Agriculture subsection
7(c) on page 6. Approval or disapproval of mineral development is
clearly the responsibility of the Secretary of the Interior under the
Mineral Leasing Act, even in. the National Forest System except that
in acquired lands the Secretary of Agriculture has authority to prohibit
leasing or to impose conditions to protect the primary use of the
forests. Adoption of the proviso in subsgction (7¢) on page 6, line 11-18
might result in an inconsistency within the law; and would also appear
to require the Forest Service to duplicate, at least in part, an organiza-
tional element and function which presently exists in the Conserva-
tion Division of the Geological Survey. Therefore, we recommend that
the proviso, onlines 11 to 18, be deleted.

- (11) Rewision of Development Plans, subsection 7(c) on page 6. In
this same section, lines 21 through 25, additional reasons for revision
of plans should include needs for: protection of the environment,
improved reclamation, a higher land use, or when it is in the public
interest.

(12) Restriction in State Spending of Coal Revenue, on page 7.
Section 5 of S. 391 would give States greater flexibility in using their
share of moneys received under section 35 of the Mineral Leasing Act
of 1920 (30 U.S.C. § 191). We view the restrictions in section 35 of
the Act as no longer necessary. The Department has strongly endorsed
the repeal of the restrictions on state use of its share of funds from all
mineral leasing activities and has objected to previous proposals
which were unnecessarily restrictive. We therefore recommend that
instead of only relaxing the spending restrictions as S. 391 would do,
that they be repealed from section 35 of the Act. The repeal may be
accomplished in S. 391 by amending lines 3 through 10 on page 7 to
read as follows: “* * * amended by deleting the words for the con-
struction and maintenance of public roads or for the support of public
schools or other public educational institutions.” This amendment
would give states complete discretion as to their expenditure of coal
and other mineral leasing receipts from Federal lands. .

(13) Rental Credits. As an added incentive to produce, provisions
should be included to allow annual rentals to be credited against
royalties. We therefore recommend that S. 391 be amended by
adding the following new sentence after “thereof’” on page 5, line 5:
“Rentals paid for any one year shall be credited against royalties
accruing for that year.” .

(14) Discovery of New Deposits. The Department is analyzing
alternative means of stimulating private exploration for leasable
minerals other than coal, and intends to deal with these issues in the
Administration’s proposal for a total revision of the Mineral Leasing
Act. ,

The Office of Management and Budget has advised that there is
no objection to the presentation of this report from the standpoint
of the Administration’s program.

Sincerely yours,
Jack Horron,
Assistant Secretary of the Interior.
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DEPARTMENT OF AGRICULTURE,
OFFICE. OF THE SECRETARY,
Washington, D.C., May 6, 1975.
Hon. HExrRY M. JACKsON,
Chazirman, Committee on Interior and Insular Affairs,
U.S. Senate.

Dear Mr. CuairMAN: As you requested, here is the report of the
Department of Agriculture on S. 391, a bill “To amend the Mineral
Leasing Act of 1920, and for other purposes.”

The Department of Agriculture believes S. 391 would provide
beneficial changes in the system of leasing Federally-owned coal.
Similar attention should be given to the laws governing the leasing
and disposal of other minerals, and we would prefer that broader
legislation be enacted. However, we would approve enactment of S.
391 if amended in accordance with amendments offered by the
Department of the Interior in its report on the bill. Because of our
particular concern that mineral development on National Forest
System lands be accomplished in a manner that will minimize its
impact on surface resources and uses, we would like to expand upon
the purpose of three of the amendments offered by the Department of
the Interior.

S. 391 would amend the Mineral Leasing Act of 1920 (41 Stat. 437),
as amended (30 U.S.C. 181 et seq.) as it applies to the leasing of
Federal-owned coal. The bill would change present law governing
exploration for coal deposits and issuance of coal leases. The responsi-
bility for administration of the Mineral Leasing Act rests with the
Secretary of the Interior.

Our interest in this bill relates to the fact that the Department of
Agriculture through the Forest Service is responsible for the adminis-
tration of 187 million acres of Federal land within the National Forest
System. The Mineral Leasing Act of 1920 applies directly to National
Forest lands reserved from the public domain—approximately 140
million acres. Mineral leasing on 47 million acres of acquired National
Forest lands is governed by the Mineral Leasing Act for Acquired
Lands. That Act incorporates the leasing provisions of the Mineral
Leasing Act of 1920 by reference. Approximately 6% million acres of
land within the National Forest System are known to be underlain
with coal.

National Forests are Federal lands that are dedicated to specific
uses and purposes. These are best expressed in the Multiple Use-
Sustained Yield Act of 1960. We believe the decision as to whether a
particular coal development lease should be issued on National Forest
System lands should rest with this Department on a consent basis.
We have the responsibility to administer the various surface resources
and uses to which the lands are dedicated. We have a longstanding
familiarity with these lands and the related expectations of people
who have an interest in those resources and uses. We are therefore in
the best position to evaluate the merits of a mineral development
proposal 1n relationship to its impacts on other resources and uses,
and also to evaluate how such development might be accommodated
in conjunction with those uses. The Mineral Leasing Act for Acquired
Lands recognizes this principle and provides that no mineral deposits
covered by that Act shall be leased except with the consent of the
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head of the department having jurisdiction over the lands and subject
to such conditions as he may prescribe to insure the adequate utiliza-
tion of the lands for the primary purposes for which they were acquired
or are being administered. We believe a comparable provision should
be added to S. 391, thereby establishing a uniform approach to leasing
on all of the National Forest System lands. In its report on S. 391 the
Department of the Interior has suggested an amendment to section 2
of the bill that contains such a provisi- 1. The pertinent part of the
amendment read as follows:

Leases covering lands the surface of which is under the jurisdic-
tion of any Federal agency other than the Department of the
Interior may be issued only upon consent of the other Federal
agency and upon such conditions as it may prescribe with respect
l‘oo ;clhe use and protection of the nonmineral interests in those
ands. ,

In recognition of the responsibility of the Federal agency having
jurisdiction over the surface of lands, section 3 of the bill appropriately
provides that a person holding an exploration license must comply
with that agency’s rules and regulations. Exploration activities may
result in significant surface disturbance and have considerable impact
on surface resources and uses. Control of such activities can best be
handled under the terms of the license. Therefore, we believe it should
be a requirement that licenses contain such conditions as the Federal
land administering agency deems necessary to protect surface resources
and uses. In its report on S. 391 the Department of the Interior
recommends amendments to section 3 of the bill relating to explora-
tion licenses. One of these amendments provides for this requirement
and reads as follows:

Exploration licenses covering lands the surface of which is
under the jurisdiction of any Federal agency other than the
Department of the Interior may be issued only upon such con-
ditions as it may prescribe with respect to the use and protection
of the nonmineral interest in those lands.

Section 4 of S. 391 would revise section 7 of the Mineral Leasing
Act and add a new subsection 7(c) to require lessees to submit devel-
opment and reclamation plans to the Secretary of the Interior for
approval, except when the plans involve National Forest System
lands. In the latter situation, the Secretary would be required to
delegate authority to the Secretary of Agriculture to approve such
plans. The plans would pertain to all development and reclamation
activities including subsurface mining. Such a broad delegation would
result in some duplication in this Department of responsibilities and
expertise which now exist in the Department of the Interior. While it
is important to us that we be involved in the approval process, we
believe National Forest System interests can be adequately protected
under the provision contained in lines 9 through 11, on page 6 of
S. 391, which would afford this Department an opportunity to review.
and consent to plans without the delegation of the total review and
approval responsibility. The Department of the Interior’s report on
S. 391 offers an amendment which would retain the consent provision,
but delete the proviso on delegation of authority to approve plans.
We concur with that amendment.




48

The Office of Management and Budget advises that there is no
objection to the presentation of this report from the standpoint of
the Administration’s program. o

Sincerely, :
J. P, CAMPBELL,

Under Secretary.

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., July 17, 1975.

Hon. HeEnry M. JacksoN, '
Chairman, Committee on Interior and Insular Affairs, U.S. Senate
Washington, D.C. : '

Dear MR. CrATRMAN: Your Committee now has under considera-
tion for markup a bill, S. 391, the “Federal Coal Leasing Amendments
Act of 1975,” The Department submitted, on May 5, 1975, a report
on the bill which set forth our views and proposed certain amendments.
Since that time, other amendments have been proposed on which we
have not formally commented in writing. We would like to address
three amendments which have been offered and were not covered in
our prior report, . :

10-YEAR PRODUCTION REQUIREMENT

This amendment would cause a lease to terminate if a leased tract
were not being produced after 10 years,

The Administration and the Department are strongly opposed to
this requirement and urge that this amendment not be adopted.
Although we favor early production, there can be valid reasons for
holding reserves under a Federal lease for more than 10 years without
development. See Attachment #1, Current Departmental Policy on
Diligence. ’ )

1. This is particularly true if the lease is part of a logical mining
unit which is being developed. Ownership patterns of land and coal
geology often necessitate the leasing of land that will not be developed
for over 10 years because it is only profitable for a lessee if he can
develop the adjacent lands first,

2. The start-up period for a new mine may be as long as five to seven
years. This provision might force an uneconomic and perhaps more
environmentally costly technique of mining in order to avoid the
limitation it would impose. Manufacturers of mining equipment cannot
meet orders within six years, Steel shortages are causing increasing
delays. These unavoidable delays would seriously impede the ability of
lessees to meet production requirements within 10 years. .

3. Periods between the time when decisions to build coal consuming
plants are made and the time when coal deliveries are needed are at
least eight or 10 years, and delivery commitments are necessary
before the construction of plants can begin, The lead times are longer
for gasification plants,

4. 80 percent of all coal is sold pursuant to long-term contracts
which do not call for deliveries for 10 to 15 years.

5. A very significant advantage to long-term reserves is that they
minimize demand-supply lags and thus improve our resource allocation
and our ability to avoid fuel shortages.
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6. It should also be noted that the penalty for not producing within
10 years would not only be cancellation of the lease, but cancellation
of any other lease issued under the Mineral Leasing Act that the
person, association, or corporation holds. We can find absolutely no
justification for this unusually onerous provision.

FEDERAL LANDS SURFACE MINING CONTROL AND RECLAMATION ACT
OF 1975

This is an undesirable amendment to the coal leasing bill.

1t is extensive, highly substantive and controversial legislation in
its own right which should be considered separately and should not
be appended summarily to this leasing bill. :

The amendment proposed contains seriously objectionable pro-
visions, similar or identical to those contained in surface mining
legislation which was considered this past spring and which was
vetoed by the President. :

SECTION 9, REGARDING A FEDERAL COAL LEASING SCHEDULE

This section appears similar to intent and effect to the EMARS
program now underway in the Department. Inasmuch as there is
already such a program underway, we believe there is no need for this
amendment. Moreover the provisions as written may well create
conflicts, confusion, and possible legal difficulties. We urge this amend-
ment not be adopted. '

Thank you for your consideration of these matters.

Sincerely yours,
Royston C. HucHESs,
Assistant Secretary of the Interior.

CurrenT DEPARTMENTAL PoLIicY oN DiILIGENCE

ATTACHMENT 1

Advance royalty requirements—to encourage diligent development
and continuous production—will be imposed on the lease at the time
of lease renewal. These will include required annual production
schedules and a standard royalty rate of 8 percent but not less than
5 percent of the gross value of the coal at the mine. Advance royalties
will be based on an assumed schedule of production which should
exhaust the leased deposit in 40 years. Advance royalties, at the pro-
duction royalty rate, will commence in the sixth lease year and will
rise annually in amount until they are at the full level from the tenth
year onward. The lessee will pay the advance royalty or the pro-
duction royalty depending upon which is greater. Advance royalty
payments may be credited against royalty.

IX. Cuanges 1N ExistiNg Law

In compliance with subsection (4) of 1ule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, S. 391,
as ordered reported, are shown as follows (existing law proposed to be
omitted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):
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1. Section 101 of S. 391 would amend subsection 2(a) of the Mineral
fLelalasing Act of 1920 (41 Stat. 438), as amended (30 U.S.C. 201(a)), as

ollows:

[Sec. 2(a) The Secretary of the Interior is authorized to divide any
of the coal lands or the deposits of coal, classified and unclassified,
owned by the United States, into leasing tracts of forty acres each, or
multiples thereof, and in such form as, in his opinion, will permit the
most economical mining of the coal in such tracts, and thereafter he
shall, in his discretion, upon the request of any qualified applicant or
on his own motion, from time to time, offer such lands or deposits of
coal for leasing, and shall award leases thereon by competitive bidding
or by such other methods as he may by general regulations adopt, to
any qualified applicant. He is authorized, in awarding leases for coal
lands improved and occupied or claimed in good faith, prior to Febru-
ary 25, 1920, to consider and recognize equitable rights of such occu-
pants or claimants. No competitive lease of coal shall be approved or
issued until after the notice of the proposed offering for lease has beer
given in a newspaper of general circulation in the county in which the
lands are situated in accordance with regulations prescribed by the
Secretary.]

Sec. 2. (a)(1) The Secretary of the Interior is authorized to divide
any lands subject to this Act into coal leasing tracts of such size as he
deems appropriate and thereafter he shall, in his discretion, upon the
request of any qualified applicant or on his own motion, from time to time,
offer such lands or deposits of coal for leasing, and shall award leases
thereon by competitive bidding on either a royalty or bonus bidding
basis, and if on a bonus bidding basis with either deferred or installment
payments of the bonus which shall be specified in the notice of sale. A
reasonable number of leasing tracts shall be reserved and offered for lease
wm accordance with this section to public bodies, including Federal agencies,
rural electric cooperatives, or nonprofit corporations controlled by any of
such entities: Provided, That the coal so offered for lease shall be for use by
such entity or entities in implementing a definite plan to produce energy
Jor their own use or for sale to their members or customers (except for
short-term sales to others). ,

(2) No lease sale shall be held for land where the United States owns
the surface and subsurface unless the lands containing the coal deposits
have been included in a comprehensive land use plan prepared by the
Secretary or, in the case of lands within the National Forest System, the
Secretary of Agriculture and such sale is consistent with such plan. No
lease sale shall be held for coal deposits underlying lands not owned by the
United States if the Secretary determines that development of such coal
deposits would be inconsistent with any applicable State or local land use
plan, except where the Secretary finds that such coal development would be
n the national inierest.

(8) In preparing such land use plans, the Secretary of the Interior or,
n the case of lands within the National Forest System, the Secretary of
Agriculture, or in the case of a finding by the Secretary of the Interior
that because of non-Federal interest in the surface or insufficient Federal
coal, no Federal comprehensive land-use plans can be appropriately
prepared, the responsible State entity, shall consult with appropriate
State agencies and local governments and general public and shall provide
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an opportunity for a public hearing on proposed plans prior to their
adoption, if requested by any person having an interest which is, or may
be, adversely affected by the adoption of such plans. o

(4) Leases covering lands the surface of which s under the jurisdiction
of any Federal agency other than the Department of the Interior may be
issued only upon consent of the other Federal agency and upon such
conditions as it may prescribe with respect to the use and protection of the
non-mineral interests in those lands. ) )

(5) No competitive lease of coal shall be approved or issued until
after the motice of the proposed offering for lease has been given in a
newspaper of general circulation wn the county in which the lands are
situated in accordance with regulations prescribed by the Secretary.

“(b) Any person, association, or corporation holding a lease of coal lands
or coal deposits under the provisions of this Act shall, with the approval
of the Secretary of the Interior, upon a finding by hum that it would be
in the interest of the United States, secure modifications of the original
coal lease by including additional coal lands or coal deposits contiguous
to those embraced in such lease, but in no event shall the total area added
by such modifications to an existing coal lease exceed one hundred and
sizty acres, or add acreage larger than that in the original lease, whichever
is less. The Secretary may prescribe new terms and conditions which shall
be consistent and applicable to all of the acreage in such modified lease.”

2. Section 102 of S. 391 would redesignate subsection 2(b) of the
Mineral Leasing Act of 1920 (41 Stat. 438), as amended (30 U.s.C.
201 (b)), as subsection 2(c) and would amend the redesignated sub-
section as follows: .

[Sec. 2(b) Where prospecting or exploratory work is necessary to de-
termine the existence or workability of coal deposits in any unclaimed,
undeveloped area, the Secretary of the Interior may issue, to applicants
qualified under this Act, prospecting permits for a term of two years,
for not exceeding five thousand one hundred and twenty acres; and if
within said periods of two years thereafter the permittee shows to the
Secretary that the land contains coal in commercial quantities, the
permittee shall be entitled to a lease under this Act for all or part of
the land in his permit. ) ) )

Any coal prospecting permit issued under this section and section
202 of this Act may be extended by the Secretary for a period of two
years, if he shall find that the permittee has been unable, with the
exercise of reasonable diligence, to determine the existence or work-
ability of coal deposits in the area covered by the permit and desires
to prosecute further prospecting or exploration, or for other reasons
in the opinion of the Secretary warranting such extension.] ‘

(¢)(1) The Secretary may, under such regulations as he may prescribe,
issue to any person an exploration license. No person may conduct coal
exploration for commercial purposes for any coal on lands subject to this
Act without such an exploration license. Each exploration license shall be
for a term of not more than two years and be subject to a reasonable fee.
The issuance of exploration licenses shall not preclude the Secretary from
issuing coal leases at such times and locations as he deems appropriate.
No exploration license will be issued for any land on which a coal lease
has been issued. Each exploration license shall contain such reasonable
conditions-as the Secretary may require, including conditions to wnsure
the protection of the environment, and shall be subject to all applicable
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Federal, State, and local laws and regulations. Upon violation of any such
conditions or laws the Secretary may revoke the exploration license. An
exploration license shall confer no right to a lease under this Act.

(2) A licensee may mot remove any coal for sale but may remove @
reasonable amount of coal from the lands subject to this Act included under
his license for analysis and study. A licensee must comply with any rules
and regulations of the Federal agency having jurisdiction over the surface
of the lands subject to this Act. Exploration licenses covering lands the
surface of which ts under the jurisdiction of any Federal agency other than
the Department of the Interior may be issued only upon such conditions
as 1l may prescribe with respect to the use and protection of the nonmineral
interests in those lands.

(8) An applicant for an exploration license shall submit to the Secre-
tary an exploration plan. The exploration plan will set forth, in the
degree of detail established in regulations issued by the Secretary, specific
work to be performed, the manner in which it will be performed and
compliance with environmental, health and safety standards of all Federal,
State, and local laws and regulations. As promptly as possible after
submaittal of the plan, the Secretary shall approve or disapprove the plan
or-require that it be modified. No exploration license shall be issued prior
to approval of the exploration plan by the Secretary.

(4) The licensee shall furnish to the Secretary copies of all data (in-
cluding, but not limited to, geological, geophysical, and core drilling
analysis) obtained during such exploration. The Secretary shall maintain
the confidentiality of all data so obtained until after the areas involved have
been leased or until such time as he determines that making the data
avarlable to the public would not damage the competitive position of the
licensee, whichever comes first.

(6) Any person who willfully conducts coal exploration for com-
mercial purposes on lands subject to this Act without an exploration
license vssued hereunder shall be subject to a fine of not more than $1,000
Jor each day of violation. All data collected by said person on any Federal
lands as a result of such violation shall be made immediately available
to the Secretary, who shall make the data available to the public as soon as
1t 18 practicable. No penalty shall be assessed under this subsection
without proper notice and an opportunity for a hearing.” .

3. Section 103 of S. 391 would amend section 7 of the Mineral Leasing
Act of 1920 (41 Stat. 439; 30 U.S.C. 207) as follows:

[ Sec. 7. For the privilege of mining or extracting the coal in the
lands covered by the lease the lessee shall pay to the United States such
royalties as may be specified in the lease, which shall be fixed in ad-
vance of offering the same, and which shall not be less than 5 cents per
ton of two thousand pounds, due and payable at the end of each third
month succeeding that of the extraction of the coal from the mine, and
an annual rental, payable at the date of such lease and annually there-
after; on the lands or coal deposits covered by such lease, at such rate
as may be fixed by the Secretary of the Interior prior to offering the
same, which shall not be less than 25 cents per acre for the first year
thereafter, not less than 50 cents per acre for the second, third, fourth,
and fifth years, respectively, and not less than $1 per acre for each and
every year thereafter during the continuance of the lease, except that
such rental for any year shall be credited against the royalties as they
accrue for that year. Leases shall be for indeterminate periods upon
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condition of diligent development and continued operation of the mine
or mines,; except when such operation shall be interrupted by strikes,
the elements, or casualties not attributable to the lessee, and upon the
further condition that at the end of each twenty-year period succeeding
the date of the lease such readjustment of terms and conditions may be
made as the Secretary of the Interior may determine, unless otherwise
provided by law at the time of the expiration of such periods. The
Secretary of the Interior may, if in his judgment the public interest
will be subserved thereby, in lieu of the provision herein contained re-
quiring continuous operation of the mine or mines; provide in the lease
for the payment of an annual advance royalty upon a minimum num-
ber of tons of coal, which in no case shall aggregate less than the
amount of rentals herein provided for. He may permit suspension of
operation under such lease for not to exceed six months at any one time
when market conditions are such that the lease cannot be operated
except at a loss.]

Sec. 7. (@) A coal lease shall be for a term of twenty years and for so
long thereafter as coal is continuously produced in quantities which, in
the judgment of the Secretary, would justify the continued operation of the
mine _or mines. The Secretary shall, by regulation, prescribe annual
rentals on leases of not less than $1 per acre or fractions thereof. A lease
shall require payment of a royalty based on the value of the coal produced
i such amount as the Secretary shall determine, but not less than 5 per
centum of the value of the coal. The lease shall include such other terms
and conditions as the Secretary shall determine. Such rents, royalties, and
other terms and conditions of the lease will be subject to readjustment at
the end of its primary term of twenty years and at the end of each ten-year
period thereafter if the lease is extended by production.

(b) At the diccretion of the Secretary, leases issued under this Act may,
upon the application of the leaseholder, in the interest of conservation or
otherwise in the public interest, be consolidated into logical mining units
which may include land not owned by the United States. The Secretary
may require among other things that (1) produciion on any lease in a
logical mining unit will be construed as production on all leases in that
unat, (2) the rentals and royalties for all Federal leases in a logical mining
unit may be combined, and advanced royalties paid for any lease within
a logical mining unit may be credited against such combined royalties, and
(3) leases issued before the date of enactment of this Act may be included
with the consent of all lessees in such logical mining unit, and, if so
ineluded, shall be subject to the provisions of this section.

(¢) By regulation the Secretary may require a lessee under this Act
to form a logical mining unit, and may provide for the determination of
participating acreage within a unit: Provided, That, if the terms and
conditions of participation in such a unit cannot be agreed upon they
should be determined by the Secretary after a notice of hearing to the
participants and such a hearing.

(d) Where production is prevented by sirikes or other circumstances
neither caused by nor attributable to the lessee, the Secretary may, if in
his judgment the public interest will be served thereby, provide in the
lease for payment in advance of @ minimum royalty in liew of continuous
production under the lease.

(e) Within three years of issuance of a lease and before development
operations begin which may cause a significant environmental disturbance,
the lessee shall submit to the Secretary a development plan. The develop-
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ment plan will set forth, in the degree of detail established in regulations
issued by the Secretary, specific work to be performed, the manner in
which coal extraction will be conducted and applicable environmental and
health and safety standards will be met, and a time schedule for performance
As promptly as possible after the lessee submits a plan, the Secretary shall
approve or disapprove the plan or require that it be modified. Where the
land involved is under the surface jurisdiction of another Federal agency.
that other agency must consent to the terms of such approval. Where the
surface of the land involved is in non-Federal ownership, the Secretary
shall consult with the surface owner before approving or revising the plan.
The Secretary may approve revisions of development plans if he determines

that revision will lead to greater recovery of the mineral or protection of

the environment, vmprove the efficiency of the recovery operation, or is the
only means avarlable to avoid severe economic hardship on the lessee.

(f) Each lease issued under this Act shall provide that such lease is
subject to termination for failure to develop the lease with due diligence.
At the time a tract 18 offered for lease the Secretary shall publish a proposed
time schedule for development of the lease. Unless relieved of the obligation
by the Secretary for good cause, failure to develop the lease according to
said schedule shall be prima facie evidence of farlure to develop with due
diligence. The time schedule shall provide for development within seven
years except for good cause which shall be stated by the Secretary.” .

4. Section 104 and Section 111 of S. 391 would amend Section 35 of
the Mineral Leasing Act of 1920 (41 Stat. 450), as amended (30 U.S.C.
191, as follows:

Sec. 35. All money received from sales, bonuses, royalties, and
rentals of public lands under the provisions of this chapter shall be
paid into the Treasury of the United States; 3714 per centum thereof
shall be paid by the Secretary of the Treausry as soon as practicable
after December 31 and June 30 of each year to the State within the
boundaries of which the leased lands or deposits are or were located;
said moneys to be used by such State or subdivisions thereof for the
construction and maintenance of public roads or for the support of
public schools or other public educational institutions, as the legis-
lature of the State may direct; and, excepting those from Alaska,
[5215 per centum thereof shall be paid into, reserved] 30 per centum
thereof shall be paid into, reserved and appropriated, as a part of the
reclamation fund created by the Act of Congress known as the
Reclamation Act, approved June 17, 1902, and of those from Alaska
5214 per centum thereof shall be paid to the State of Alaska for dis-
position by the legislature thereof: Provided, That all moneys which
may accrue to the United States under this chapter from lands within
the naval petroleum reserves shall be deposited in the Treasury as
“miscellaneous receipts”, as provided by the Act of June 4, 1920
(41 Stat. 813), as amended June 30, 1938 (52 Stat. 1252). All moneys
received under the provisions of this chapter not otherwise, disposed
of by this section shall be credited to miscellaneous receipts[.] : And
provided further, That all moneys paid to any State from sales, bonuses,
royalties, and rentals of coal deposits in public lands may be used by
such State and its subdivisions, giving priority to those subdivisions of
the State socially or economically impacted by development of Federal
coal, for (1) planning, (2) construction and maintenance of public
Sfacilities, and (3) provision of public services, as the legislature of the
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State may direct: And provided further, That an additional 221y per
centum of all moneys recewed from sales, bonuses, royalties, and rentals
of public lands under the provisions of this chapter shall be paid by the
Secretary of the Treasury as soon as practicable after December 31 and
June 30 of each year to the State within the boundaries of which the
leased lands or deposits are or were located; said additional 221s per
centum of all moneys paid to any State on or after January 1, 1976,
shall be used by such State and its subdivisions as the legislature of the
State may direct giving priority to those subdivisions of the State socially
or economically tmpacted by development of minerals leased under this
Act for (1) planning, (2) construction and maintenance of public facilities,
and (3) provisions of public services.

5. Section 105 of S. 391 would repeal subsection 2(c), section 3, and
section 4 of the Mineral Leasing Act of 1920 (41 Stat. 438-439) as
amended (30 U.S.C. 202):

Sec. 2. [(¢) No company or corporation operating a common-
carrier railroad shall be given or hold a permit or lease under the
provisions of this Act for any coal deposits except for its own use for
railroad purposes; and such limitations of use shall be expressed in all
permits and leases issued to such companies or corporations; and no
such company or corporation shall receive or hold under permit or
lease more than ten thousand two hundred and forty acres in the
aggregate nor more than one permit or lease for each two hundred
miles of its railroad lines served or to be served from such coal deposits
exclusive of spurs or switches and exclusive of branch lines built to
connect the leased coal with the railroad, and also exclusive of parts
of the railroad operated mainly by power produced otherwise than by
steam.

Nothing in this subsection and subsections (a) and (b) of this section
shall preclude such a railroad of less than two hundred miles in length
from securing one permit or lease thereunder but no railroad shall
hold a permit or lease for lands in any State in which it does not operate
main or branch lines.]

[Sec. 3. Any person, association, or corporation holding a lease of
coal lands or coal deposits under this Act may, with the approval of
the Secretary of the Interior, upon a finding by him that it will be for
the advantage of the lessee and the United States, secure modifications
of his or its original lease by including additional coal lands or coal
deposits contiguous to those embraced in such lease, but in no event
shall the total area embraced in such modified lease exceed in the
aggregate two thousand five hundred and sixty acres.}

[Sec. 4. Upon satisfactory showing by any lessee to the Secretary
of the Interior that all of the workable deposits of coal within a tract
covered by his or its lease will be exhausted, worked out, or removed
within three years thereafter, the Secretary of the Interior may,
within his discretion, lease to such lessee an additional tract of land or
coal deposits, which, including the coal area remaining in the existing
lease, shall not exceed two thousand five hundred and sixty acres,
through the same procedure and under the same conditions as in case
of an original lease.]

6. Section 106 of S. 391 would amend Section 27 (a) (1) of the Mineral
Le%sﬁlg Act of 1920 (41 Stat. 448), as amended (30 U.S.C. 184(a)(1)),
as follows:
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Sec. 27. (a)(1) No person, association, [or] corporation, or any
subsidiary, affiliate, or persons, controlled by or under common control
with such person, association, or corporation shall take, hold, own, or
control at one time, whether acquired directly from the Secretary
under this Act or otherwise, coal leases or permits on an aggregate
of more than forty-six thousand and eighty acres in any one State[.],
but in no case greater than an aggregate of one hundred and fifty thousand
acres in the United States: Provided, That any person, association, or
corporation currently holding, owning, or controlling more than an aggre-
gate of one hundred and fifty thousand acres in the United States on the
date of enactment of this Act shall not be required on account of this sub-
section to relinguish said leases or permits: Provided, however, That in
no case shall such person, association, or corporation be permitted to take,
hold, own, or control any further Federal coal leases or permits until such
time as their holdings, ownership, or control of Federal leases or permits
has been reduced below an aggregate of one hundred and fifty thousand
acres within the United States.

7. Section 107 of S. 391 would amend section 3 of the Mineral
Leasing Act for Acquired Lands of 1947 (61 Stat. 914; 30 U.S.C. 352)
as follows:

Sec. 3. Except where lands have been acquired by the United States
for the development of the mineral deposits, by foreclosure or other-
wise for resale, or reported as surplus pursuant to the provisions of
the Surplus Property Act of 1944, all deposits of coal, phosphate, oil,
oil shale, gas, sodium, potassium, and sulfur which are owned or
may hereafter be acquired by the United States and which are within
the lands acquired by the United States (exclusive of such deposits
in such acquired lands as are (a) situated within incorporated cities,
towns and villages, national parks or monuments, [(b) set apart for
military or naval purposes, or (c¢)] or (b) tidelands or submerged lands)
may be leased by the Secretary under the same conditions as contained
in the leasing provisions of the mineral leasing laws, subject to the
provisions hereof. The provisions of the Act of April 17, 1926 shall
apply to deposits of sulfur covered by this Act wherever situated. No
mineral deposit covered by this section shall be leased except with the
consent of the head of the executive department, independent estab-
lishment, or instrumentality having jurisdiction over the lands con-
taining such deposit, or holding a mortgage or deed of trust secured
by such lands which is unsatisfied of record, and subject to such
conditions as that official may prescribe to insure the adequate utiliza-
tion of the lands for the primary purposes for which they have been
acquired or are being administered: Provided, That nothing in this Act
is intended, or shall be construed, to apply to or in any manner affect
any mineral rights, exploration permits, leases or conveyances nor
minerals that are or may be in any tidelands; or submerged lands;
or in lands underlying the three mile zone or belt involved in the
case of the United States of America against the State of California
now pending on application for rehearing in the Supreme Court of
the United States; or in lands underlying such three mile zone or belt,
or the continental shelf, adjacent or littoral to any part of the land
within the jurisdiction of the United States of America.
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8. Section 109 of S. 391 would amend section 1 of the Mineral Leasing
Act of 1920 (41 Stat. 437), as amended (30 U.S.C. 181), as follows:

Sec. 1. Deposits of coal, phosphate, sodium, potassium, oil, oil
shale, native asphalt, solid and semisolid bitumen, and bituminous
rock (including oil-impregnated rock or sands from which oil is re-
coverable only by special treatment after the deposit is mined or
quarried) or gas, and lands containing such deposits ¢wned by the
United States, including those in national forests, but excluding lands
acquired under the Appalachian Forest Act, and those in incorporated
cities, towns, and villages and in national parks and monuments,
those acquired under other Acts subsequent to February 25, 1920,
and lands within the naval petroleum and oil-shale reserves, except
as hereinafter provided, shall be subject to disposition in the form and
manner provided by this Act to citizens of the United States, or to
associations of such citizens, or to any corporation organized under
the laws of the United States, or of any State or Territory thereof,
or in the case of coal, oil, oil shale, or gas, to municipalities. Coal or
lignite may be leased to a governmental entity (including any corpora-
tion primarily acting as an agency or instrumentality of @ State) which
produces electrical energy for sale to the public if such governmental
entity 1s located in the State in which such lands are located. Citizens
of another country, the laws, customs, or regulations of which deny
similar or like privileges to citizens or corporations of this country,
shall not by stock ownership, stock holding, or stock control, own any
interest in any lease acquired under the provisions of this Act.

The United States reserves the ownership of and the right to ex-
tract helium from all gas produced from lands leased or otherwise
granted under the provisions of this Act, under such rules and regula-
tions as shall be prescribed by the Secretary of the Interior: Provided
further, That in the extraction of helium from gas produced from such
lands it shall be so extracted as to cause no substantial delay in the
delivery of gas produced from the well to the purchaser thereof.

9. Section 110 of S. 391 would repeal subsections 2(c) and 2(d) of
the Act of August 31, 1964 (78 Stat. 710; 30 U.S.C. 291-1):

[(c) For the purpose of more properly conserving the natural
resources of any coalfield or prospective coal area, or any part or zone
thereof, lessees and permittees and their representatives may enter
into a contract with each other or others for collective prospecting,
development, or operation of such field or prospective coal area, or any
part or zone thereof, whenever determined and certified by the Secre-
tary of the Interior to be in the public interest. A contract approved
hereunder shall not provide for an apportionment of production or
royalties among the separate tracts comprising the contract area, but
may provide for the commingling of production with appropriate
allocation to the tracts from which produced. Notwithstanding any
provision of this section to the contrary, the Secretary may, with the
consent of the lessees or permittees involved, establish, alter, change,
or revoke mining, ;producing, rental, minimum royalty, and rovalty
requirements of such leases or permits, and issue regulations that are
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applicable to such leases or permits or contracts. The Secretary is
authorized to enter into a contract with a single lessee or permittee
embracing his leases or permits. The Secretary may authorize the
consolidation of separate Federal permits or leases into a lesser number
of permits or leases, or into a single permit or lease.

(d) Coal leases and permits operated under a contract approved or
executed by the Secretary pursuant to subsection (c) of this section
may be excepted from limitations on maximum holdings or control
imposed by this Act if the Secretary finds that such exception is
required to permit economic development of the coal resources and is
otherwise consistent with the public interest.]

ADDITIONAL VIEWS OF SENATOR JACKSON

I strongly support S. 391 except Section 111. This section increases
the Federal payments to public lands States based on the total Federal
revenues under the Mineral Leasing Act of 1920 from 37% to 609.
These revenues derive from the leasing of federal coal, gas, phosphate,
sodium, potassium, oil, oil shale, native asphalt, and solid and semi-
solid bitumen. The additional 22.5 per cent would be earmarked specif-
ically for (1) planning, (2) construction and maintenance of public
facilities, and (3) provision of public services, in those areas suffering
impact problems as a result of energy development. Thirty per cent
of the payments would remain in the Reclamation Fund.

I am strongly sympathetic with the problems faced by state and
local government in meeting increased demands for public services
because of Federal resource development. I support the provisions of
Section 104 which would broaden the purpose for which the present
Federal payments can be used. However, I believe that the present
revenue sharing formula provides adequate aid. For example, based on
estimated revenues in Fiscal Year 1975 of $311,000,000. the public
land states will be receiving almost $117,000,000. Under Section 111
this payment will be increased by $70,000,000.

The Committee has received no evidence that the existing level of
Federal payments to the States is insufficient to meet legitimate needs.
Furthermore, the Department of the Interior expects these payments
to increase rapidly in future years as Federal coal development expands
and coal, oil, and gas prices increase. Therefore, I oppose any increase
in the payments formula at this time.

Hexry M. Jackson.

(59)




ADDITIONAL VIEWS OF SENATOR HANSEN

I voted with the majority to report S. 391 from Committee because
it contains several needed revisions of the Mineral Leasing Act of 1920.

I am particularly pleased that the Committee agreed to incorporate
in Section 111 an amendment of mine which would amend 30 USC
191 to return to the State of origin an additional 22.5 per cent of the
revenues which are paid by mining companies to the Federal Govern-
ment from leasable minerals extracted within the borders of the
state involved. The Additional 22.5 per cent would reduce the 52.5
per cent which now is designated for the Reclamation Fund to 30
per cent. This 22.5 per cent would be earmarked for (1) planning,
(2) construction and maintenance of public facilities, and (3) provision
of public services, in those areas suffering impact problems as a result
of energy development. The increased return to the predominately
rural Western States is needed to provide front-end money to deal
with the sudden population increases and other problems accompany-
ing rapid development of energy to meet national energy requirements

Title IT of the bill as reported from Committee contains reclamation
standards which were incorporated in H.R. 25. Although I feel recla-
mation of mined lands is necessary and the restoration of mined land
to agricultural production or to other prior or better uses has my full
support, I have strong reservations about Section 231, the Surface
Owner Protection Section. In my opinion the bill does not compensate
adequately those ranchers willing to permit mining. There is little
inducement, given the formula compensation in Section 231, for a
rancher to rearrange his operation and/or to relocate for a surface
mining operation. Ranchers and farmers deserve to be adequately
compensated for permitting a disruption in their operations that
might involve decades in view of such things as the surface owners’
payments of the taxes over the years on their lands. The result of
this limitation will probably be a refusal to lease by the surface owners
and a lock-up of Federal coal, which would be regretable at a time
when domestic energy is so clearly needed to reduce our dependence
on foreign energy sources. As an alternative, some surface owners
may choose to sell their lands to coal companies to circumvent the
strict limit on compensation for leasing. Such a sale would probably
take such lands out of agricultural production, a use which the
Committee in other sections has attempted to retain.

The bill provides for the consolidation of leases into logical mining
units so that, among other things, production on one lease may be
considered production on all leases. However, one surface owner; who
is denied what he may consider compensation adequate to justify
granting the right to surface mine, could withhold his consent and
by doing so could render infeasible the surface mining of an area
many, many times the size of his surface owned lands if his lands
were strategically situated within the greater mining unit.

(60)
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My concern is also directed to Section 207, which requires that a
surface coal mining applicant must affirmatively demonstrate that:

. . . the proposed surface coal mining operation, if located
west of the one hundredth meridian west longitude, would not
have a substantial adverse effect on alluvial valley floors
underlain by unconsolidated stream laid deposits where farm-
ing can be practiced in the form of flood irrigated hay mead-
ows or other crop lands, excluding undeveloped range lands,
where such valley floors are significant to the practice of farm-
ing or ranching operations, including potential farming or
ranching operations if such operations are significant and
economically feasible.

While the objectiye of the concept is commendable it is not practic-
able to impose such a restriction. If lands can be reclaimed, and I
think it has been persuasively demonstrated that they have been and
are being reclaimed in the West, it makes sense not in exclude these
lands. Those surface owners who own the land over Federal coal
should be given the opportunity to grant or deny the mining on their
lands just as other surface owners are given the right.

One amendment which was incorporated in Section 103(f) which
concerns me is the practicality of requiring development.of the lease
within seven years subject to termination if development is not made
in that time period. Although the Committee’s intent was to prohibit
speculation through this diligence requirement, and I would concur
with this intent, practice often has shown because of long lead times
and capital requirements a definite time requirement for development
may be unrealistic. This time limit would require mining when mining
during that time may be uneconomic and unnecessarily disruptive.
It is both economically and environmentally unacceptable to require
mining on all leases within the seven years when one tract could be
completely mined out and reclaimed before another is initiated. This
progressive mining would have the advantage of retaining more land
m agricultural production and yet would give the coal purchaser a
secure source through a long-term contract from several coal leases.
Because of these particularities, which are only indicative of various
other drawbacks originating from a set time limit, the Committee
modified the seven year requirement if good cause is shown.

I am hopeful other revisions will provide the flexibility and reform
needed to update the Mineral Leasing Act of 1920 and so accommo
date current needs.

Crirrorp P. HANSEN.



MINORITY VIEWS OF SENATORS FANNIN AND
BARTLETT

We regret the need to file minority views on S. 391. The Committee,
before adopting the bill, voted to accept an amendment cited as the
Federal Land Surface Mining Control and Reclamation Act of 1975.
This amendment is virtually the same Surface Mining Bill which
President Ford vetoed on two earlier occasions except it now would
apply only to federal lands. For this reason we are compelled to express
our views.

The amendment was adopted with less than a minute of discussion
and is just another series of efforts to force the President to accept a
Strip Mining Bill. On an earlier occasion, the authors of this amend-
ment also introduced S. 1703, an Act to Suspend the Secretary of
Interior’s authority to lease federal coal lands until a federal statute
regulating surface coal mining on all lands in the United States had
been enacted. Obviously the majority party members felt a federal
lands surface mining amendment attached to a coal leasing bill would
better serve their purposes. This Committee continues to act to frus-
trate Presidential and Congressional efforts to resolve a comprehensive
energy policy. It is ironic that only back in February the Democrats
recommended in their “Congressional Program for Economic Recovery
and Energy Sufficiency’” that coal production be more than doubled
by 1985 and yet they vote to curtail or slow down western low sulphur
coal production by an amendment such as this,

For some time now we have suspected that the actual goal of many
who advocated unreasonable surface mining requirements was to
preclude western strip mining. Our experience with the lengthy
debate over this issue has sharpened this suspicion. Eastern Appala-
Strip Mining has taken place for years and its constituency is vocal
anid regulating it out of existence is impossible. The early years of
wanton degradation to our lands gave rise to the current concern over
the infant western surface mining industry. We share in that concern
but to ignore current corporate practices and revised and updated
state laws which insure adequate reclamation is foolish in this era of
growing dependence on foreign sources of energy. Reclamation of our
lands is an absolute necessity and those companies involved have
incorporated the “reclamation ethic’ in their cost of doing business
and we the consumers are willing to pay the reasonable costs associated
with it. What we are not willing to do is adopt a policy that makes it
virtually impossible to utilize our most abundant domestic energy
resource. With the advent of the Clean Air Act, the pressures caused by
foreign dominance of oil and our energy demands, western coal has
found a market. This nation has committed itself to a policy of clean
air and in order to accomplish it, we must have a secure source which
necessarily includes western federal coal. The environmentalist can’t
have it both ways—clean air and no western surface mining.

(63)
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Because of the checkerboard pattern of land ownership in the west,
the actions which the Federal Government takes will dictate uses on
much of the private and state lands. Such complex coal and surface
ownership patterns will prevent the formation of logical mining units.
Obviously coal is not located in accordance with property lines and
negotiation between property owners is essential to form logical
mining units that make the mining of that coal an economic reality.

The surface mining restrictions imposed on the federal lands alone
will potentially foreclose the creation of these mining units. Thus,
isolated reserves of coal will not get mined, to the detriment of both
the federal treasury in the way of lease and royalty receipts, and the
public by higher coal costs.

Approximately 579, of all U.S. coal reserves lie in the west but this
is 859 of the total low sulfur reserves. Therefore, the greatest potential
for expanded production of low sulfur coal is in the West. The
Bureau of Land Management and the Bureau of Mines estimate that
low sulfur strippable reserves in the west are ten times more abun-
dant than those in the eastern part of the nation. Most of this coal
lies close to the surface and can only be economically recovered by
strip mining methods. Further, because of the geologic structure in
this area, much of the coal cannot be recovered by current under-
ground methods.

The long litany of disastrous ramifications with the vetoed surface
mining bill are readily available and we cite you to the following:
President Ford’s veto message on the Surface Mining Control and
Reclamation Act of 1975 dated May 20, 1975; the Minority Views
in Senate Report No. 28, 94th Congress 1st Session on S. 425, the
Surface Mining Control and Reclamation Act of 1975 dated March 5,
1975; and House Report No. 94-45 on H.R. 25 dated March 6, 1975.
In the aggregate, this surface mining amendment to S. 391 will reduce
our annual production, frustrate expansion of low sulfur coal
production, lockup reserves, enhance our dependence on foreign
imported crude, ship abroad billions of American dollars and jobs,
force small and marginal miners out of business, and create additional
delays in resolving energy policy.

This rush to confront the President with another Strip Mining Bill
is fatal in other respects. This Committee never held any hearings nor
requested the Department of the Interior to comment on this Title IT
provision introduced June 16, 1975. It was not tailor-made to the
specific circumstances of the west. The provisions of this amendment
were formed in the competitive climate of a House-Senate Conference
which never contemplated its application solely to federal lands.
Applying this bill only to the west is akin to a tailor making a suit for
a man 5 tall and 125 lbs. and then forcing a man 6’5’/ and 220 lbs. to
wear it—it just won’t fit and we in this Committee haven’t made
necessary alterations. We calculate that should this become law, that
much western coal will not be mined not only because of the reclama-
tion restrictions, but because 1t will raise the cost of coal and thus
be uneconomic in the marketplace. The desired goal of bringing coal
from federal lands into the marketplace at reasonable costs while
fostering competition in the coal industry will be lost.
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In order to understand the need for changes in the Mineral Leasing
Act of 1920 as it relates to coal, the existing chaotic picture needs to be
painted. We worked to reform the 1920 Act because we felt some
changes were necessary to pin down a federal policy which has
wandered and has been haphazard. We commend the subcommittee
Chairman, Senator Metcalf on his diligence and effort to formulate
policy which would allow coal leasing to go forward and insure that
the Federal Government receive a fair return on its sale of resources.
We fear those needed changes will never become law however, because
the embattled strip mining issue has now been tacked to those changes.

Since 1970 there has been a virtual standstill in the leasing of federal
lands for coal development. The Department halted the issuance of
coal leases and prospecting permits in order to reassess its leasing
policy after acreage increased but production decreased. The environ-
mental issues of the day also played a key role in the Department’s
decision. In 1973, a broad moratorium on Federal Coal leasing was
announced with no new leasing except for a short term intended to
insure that current coal production levels could continue. The Secre-
tary’s criteria for issuing these coal leases was as follows: .

1. When coal is needed now to maintain an existing mining operation ;
or

2. When coal is needed as a reserve for production in the near future;
and

3. When the land to be mined will, in all cases, be reclaimed in ac-
cordance with lease stipulations that will provide for environmental
protection and land reclamation; and )

4. When an environmental impact statement, covering the proposed
lease, has been prepared —when required under the National Environ-
mental Policy Act. )

This leasing moratorium is still in effect and in fact only seven short
term leases have been issued since February, 1973. The June 16, 1975,
decision of the District of Columbia Court of Appeals in Sterra Club v.
Morton, 515 F.2d 856 (1975), has even suspended the short term
policy at least in the Northern Great Plains of Wyoming, Montana,
and North Dakota which hold 489, of the nation’s total coal reserves.

The passage of S. 391 will not end this moratorium but will merely
make things worse. Western coal has in the past been used primarily
for the generation of electricity in thermal electric plants, and it is
anticipated that this and its use for the manufacture of synthetic
natural gas and oil will comprise the primary market in the future. Coal
companies have been criticized for sitting on leases for a long time with-
out developing them. We are always cited to the 16 billion tons of
federal coal already under lease as the reason why there is no need to
renew leasing at this time. This Committee has heard on numerous
occasions the explanation of the statis of these 16.1 billion tons, but we
will again explain by the following chart that only 0.00 billion tons to
4.01 billion tons of the 16 billion tons is uncommitted from the amount
already under lease to meet existing and future coal demands.
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Federal coal leases in siz major States ! October 1974
Billion tons
Total leases___ _ e 462
Total acreage (acres) - _ . _ .. 681, 180

Uneconomic reserves

0
Environmentally unacceptable reserves__. _____________________.____ 2.
Committed reserves under contract__ ______________________________ 8. 40
Uncommitted reserves 5

Total recoverable reserves_ . __ ___ __ ___ ____ ______________-____ 16. 11

Reserves in less than logical mining units____.____.______________ 1
Potential for development in logical mining units___.____________ 4.01

1 Colorado, Montana, New Mexico, North Dakota, Utah, and Wyoming.

Note.—Range of coal reserves under lease available to meet future energy needs: 0—4.01
billion tons.

Source : Bureau of Land Management.

Each coal mining project today must relate to a particular need of a
potential customer and be put together specifically to meet his require-
ments over the projected life of a consuming plant. The acquisition of
the coal lease is the primary first step and is the foundation upon which
the whole project is built. Without a secure coal reserve sufficient to
insure large production over a period of up to thirty years, the neces-
sary project will not be built. Capital cannot be acquired or justified
for undertaking a new mine unless there is a known market, sufficient
reserves in a logical mining unit and a delivery capability. Holding
of a lease becomes crucial.

The arguments that Federal coal leases are being held for speculative
purposes just don’t hold water when one recognizes the long lead
times necessary to plan, construct and utilize energy facilities. If long
term leasing continues to lag, the electric utility consumers of this
nation will suffer even higher prices because the coal needed to meet
their electrical demands in the 1980’s will not be available. Coal needed
to meet those needs must be committed to lease now. Uncertainty
of Federal action has also dampened investment and clouded planning.
One need but look at history to understand why leases have been held
for so long a period without development. For almost twenty years
after World War IT the coal industry tried but failed to compete with
cheap natural gas and oil in most of its traditional northeastern
markets. Government policy then did not encourage the development
of western coal; in addition, there were no rail facilities available to
transport it to market. As a consequence today, 809 of our energy
uses are in gaseous or liquid form, and the domestic reserves of
these two sources is estimated to be only 179, of our total available
energy resource. We all now know these domestic resources are
declining each year. In contrast, coal represents about 809, of the
nation’s total energy resource but is supplying only about 17% of
current requirements. Thus a renewed demand for additional coal
production did not start until the late ’60’s; no one sat on coal reserves
prior to 1970 because he wanted to, but only because there was no
market for coal, especially low-BTU western coal. These facts, rather
than speculative motives on the part of lessees or dilatory action on
the part of the Department of the Interior, are the major reasons why
many outstanding federal leases presently have no coal production.
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Some would have us believe that Federal lands are totally unpro-

‘tected from the ravages of surface mining, and that there is no reclama-

tion of federal lands. The Department of the Interior has written
strong reclamation standards into every federal lease. Even now, the
Department of the Interior is preparing new draft regulations on
federal coal mining reclamation. The Department, of its own volition,
has patterned much of the draft regulations after the standards set
out in the vetoed strip mining bill. The Department, however, tailored
those standards to fit federal lands and weeded out those unreasonable
and impossible requirements that led to the President’s veto, while still
insisting on the highest standards of reclamation. We believe this to be
a better method by which to formulate reclamation standards on
federal lands. The Congress, in drafting the vetoed strip mining bill,
did not trust the Secretary of the Interior and his experts in the
department, so they denied him discretion in the formulation of
specific standards. Once the Congress sets itself up as an expert in the
field of reclamation, the country——much less the industry—is in
trouble. Casting them in legislative concrete only removes flexibility
to deal with changes in technology and site specific conditions. Recall
that today in the West those states where strip mining occurs have very
strong and stringent reclamation standards. In the States of Wyoming
and Montana, for example, federal lessees must comply with both
state and federal law and file reclamation plans with both. We see
no reason therefore to invalidate these proven state laws with an
inflexible federal law. '

We applaud many of the changes which the Committee adopted,
particularly the revenue sharing provision which would amend and
broaden the purposes for which the states can use their share of the
coal leasing revenues. We fear, however, because of the attachment of
the strip mining amendment, that S. 391 will not become law. The
managers of this bill have jeopardized the hard work and effort that
have gone to update the Mineral Leasing Act. We predict that should
this bill go to the President’s desk that he will be forced to once again
veto an unreasonable surface mining bill.

Paur J. Fannin,
Dewey F. BARTLETT.
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Mr. Harey, from the Committee on Interior and Insular Affairs
submitted the following

REPORT
together with
ADDITIONAL VIEWS.

[To accompany H.R. 6721]

The Committee on Interior and Insular Affairs, to whom was re-
ferred the bill (H.R. 6721) to amend the Mineral Leasing Act of 1920,
and for other purposes, having considered the same, report favorably
thereon with an amendment and recommend that the bill as amended
do pass.

The amendment is as follows: : .

Page 1, following line 2, strike out all after the enacting clause and
insert in lieu thereof the following:

That (a) this Act may be cited as the “Federal Coal Leasing Amendment Act
of 1975”.

(b) Except as otherwise expressly provided, whenever in this Act an amend-
ment or repeal is expressed in terms of an amendment to, or repeal of, a section
or other provision of the Mineral Lands Leasing Act, the reference shall be con-
sidered to be made to a section or other provision of the Act of February 25, 1920,
entitled “An Act to promote the mining of coal, phosphate, oil, oil shale, gas and
sodium on the public domain” (41 Stat. 437).

Sec. 2. The first sentence of section 2(a) of the Mineral Lands Leasing Act
(30 U.8.C. 201(a)) is amended to read as follows:

“(1) The Secretary of the Interior is authorized to divide any lands subject
to this Act which have been classified for coal leasing into leasing tracts of such
size as he finds appropriate and in the public interest and which will permit the
mining of all coal which can be economically extracted in such tract and there-
after he shall, in his discretion, upon the request of any qualified applicant or on
his own motion, from time to time, offer such lands for leasing and shall award
leases thereon by competitive bidding. No less than 50 per centum of the total
acreage offered for lease by the Secretary in any one year shall be leased under a
system of deferred bonus payment. Upon default or cancellation of any coal
lease for which bonus payments are due, any unpaid remainder of the bid shall
be immediately payable to the United States. A reasonable number of leasing

(1)
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tracts shall be reserved and offered for lease in accordance with this section
to public bodies, including Federal agencies, rural electric cooperatives, or non-
profit corporations controlled by any of such entities : Provided, That the coal s0
offered for lease shall be for use by such entity or entities in implementing a
definite plan to produce energy for their own use or for sale to their members
or customers (except for short-term sales to others). No bid shall be accepted
which is less than the fair market value, as determined by the Secretary, of the
coal subject to the lease. Prior to his determination of the fair market value of
the coal subject to the lease, the Secretary shall give opportunity for and con-
sideration to public comments on the fair market value. Nothing in this section
shall be construed to require the Secretary to make public his judgment as to
the fair market value of the coal to be leased, or the comments he receives thereon
prior to the issuance of the lease.”.

SEC. 3. The last sentence of section 2(a) of the Mineral Lands Leasing Act (30
U.S.C. 201(a)) is amended to read as follows:

“(2) The Secretary shall not issue a lease or leases under the terms of this
Act to any person, association, corporation, or any subsidiary, affiliate, or persons
controlled by or under common control with such person, association, or corpora-
tion, where any such entity holds a lease or leases issued by the United States to
coal depesits and has held such lease or leases for a period of fifteen year when
coal deposits and has held such lease or leases for a period of fifteen years when
such entity is not, except as provided for in section 7(b) of this Act, producing
coal from the lease deposits in commercial quantities. In computing the fifteen-
year period referred to in the preceding sentence, periods of time prior to the date
of enactment of the Federal Coal Leasing Amendments Act of 1975 shall not be
counted.

“(3) (A) (i) No lease sale shall be held unless the lands containing the coal
deposits have been included in a comprehensive land-use plan and such sale is
compatible with such plan. The Secretary of the Interior shall prepare such
land-use plans on lands under his responsibility where such plans have not been
previously prepared. The Secretary of the Interior shall inform the Secretary
of Agriculture of substantial development interest in coal leasing on lands within
the National Forest System. Upon receipt of such notification from the Secretary
of the Interior, the Secretary of Agriculture shall prepare a comprehensive
land-use plan for such areas where such plans have not been previously pre-
pared. The plan of the Secretary of Agriculture shall take into consideration the
proposed coal development in these lands: Provided, That where the Secretary
of the Interior finds that because of non-Federal interest in the surface or be-
cause the coal resources are insufficient to justify the preparation cost of a
Federal comprehensive land-use plan, the lease sale can be held if the lands
containing the coal deposits have been included in either a comprehensive land-
use plan prepared by the State within which the lands are located or a land use
analysis prepared by the Secretary of the Interior.

“(ii) In preparing such land-use plans, the Secretary of the Interior or, in the
case of lands within the National Forest System, the Secretary of Agriculture,
or in the case of a finding by the Secretary of the Interior that because of non-
Fede_ral interests in the surface or insufficient Federal coal, no Federal compre-
hen'swe land-use plans can be appropriately prepared, the responsible State
entity shall consult with appropriate State agencies and local governments and
the general public and shall provide an opportunity for public hearing on pro-
posed plans prior to their adoption, if requested by any person having an interest
which is, or may be, adversely affected by the adoption of such plans.

“(iii) Leases covering lands the surface of which is under the jurisdiction of
any Federal agency other than the Department of the Interior may be issued
only upon consent of the other Federal agency and upon such conditions as it
may prescribe with respect to the use and protection of the nonmineral interests
in those lands.

“(B) Each land-use plan prepared by the Secretary (or in the case of lands
within the National Forest System, the Secretary of Agriculture pursuant to
§ubparagraph (A) (1)) shall include an assessment of the amount of coal deposits
in S}lch land, identifying the amount of such coal which is recoverable by deep
mining operations and the amount of such coal which is recoverable by surface
mining operations.

“'( C) Prior to issuance of any coal lease, the Secretary shall consider effects
Whlch' mining of the proposed lease might have on an impacted community or
area, including, but not limited to, impacts on the environment, on agricultural
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and other economic activities, and on public services. Prior to issuance of a
lease, the Secretary shall evaluate and compare the effects of recovering coal
by deep mining, by surface mining, and by any other method to determine which
method or methods or sequence of methods achieves the maximum economic re-
covery of the coal within the proposed leasing tract. This evaluation and com-
parison by the Secretary shall be in writing but shall not prohibit the issuance
of a lease; however, no mining operating plan shall be approved which is not
found to achieve the maximum economic recovery of the coal within the tract.
Adequate public hearings in the area shall be held by the Secretary prior to
approval of the lease. .

“(D) No competitive lease of coal shall be approved or issued until after the
notice of the proposed offering for lease has been given once a week for th;‘ee
consecutive weeks in a newspaper of general circulation in the county in which
the lands are situated in accordance with regulations prescribed by the Secretary.

“(E) Each coal lease shall contain provisions requiring compliance with th.e
Federal Water Pollution Control Act (33 U.8.C. 1151-1175) and the Clean Air
Act (42 U.S.C. 1857 and following.”.

Sec. 4. Subject to valid existing rights, section 2(b) of the Mineral Lands
Leasing Act (30 U.S.C. 201(b)) is amended to read as follows: . .

“(b) (1) The Secretary may, under such regulations as he may prescan, issue
to any person an exploration license. No person may conduct coal exploration for
commercial purposes for any coal on lands subject to this Act without such an
exploration license. Each exploration license shall be for a term of not more
than two years and shall be subject to a reasonable fee. An exploration 1icepse
shall confer no right to a lease under this Act. The issuance of explora}tlon
licenses shall not preclude the Secretary from issuing coal leases at such tm_les
and locations and to such persons as he deems appropriate, No exploration
license will be issued for any land on which a coal lease has been issued. A
separate exploration license will be required for exploration in each State. An
application for an exploration license shall identify general areas and probable
methods of exploration. Each exploration license shall contain such reasonable
conditions as the Secretary may require, including conditions to insure the
protection of the environment, and shall be subject to all applicable _F_ederal,
State, and local laws and regulations. Upon violation of any such conditions or
laws the Secretary may revoke the exploration license.

“(2) A licensee may not cause substantial disturbance to the natural land
surface. He may not remove any coal for sale but may remove a reasonable
amount of coal from the lands subject to this Act included under his license for
analysis and study. A licensee must comply with all applicable rules and regula-
tions of the Federal agency having jurisdiction over the surface of the lands
subject to this Act. Exploitation licenses covering lands the surface of which is
under the jurisdiction of any Federal agency other than the Department of the
Interior may be issued only upon such conditions as it may prescribe with
respect to the use and protection of the nonmineral interests in those lands.

“(8) The licensee shall furnish to the Secretary copies of all data (including
but not limited to, geological, geophysical, and core drilling analyses) obtained
during such exploration. The Secretary shall maintain the confidentiality of all
data so obtained until after the areas involved have been leased or until such
time as he determines that making the data available to the public would not
damage the competitive position of the licensee, whichever comes first.

“(4) Any person who willfully conducts coal exploration for commercial pur-
poses on lands subject to this Act without an exploration license issued here-
under shall be subject to a fine of not more than $1,000 for each day of violation.
All data collected by said person on any Federal lands as a result of such viola-
tion shall be made immediately available to the Secretary, who shall make the
data available to the public as soon as it is practicable. No penalty under this
subsection shall be assessed unless such person is given notice and opportunity
for a hearing with respect to such violation.”.

Sec. 5. (a) Subject to valid existing rights, subsections 2(¢) and 2(d) of the
Act of August 31, 1964 (78 Stat. 710) (30 U.S.C. 201-1) are hereby repealed.

(b) Section 2 of the Mineral Lands Leasing Act is amended by the addition of
the following new subsection at the end thereof :

“(d) (1) The Secretary, upon determining that maximum economic recovery
of the coal deposit or deposits is served thereby, may approve the consolidation
of coal leases into a logical mining unit. Such consolidation may only take place
after a public hearing, if requested by any person whose interest is or may be
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adversely affected. A logical mining unit is an area of land in which the coal
resources can be developed in an efficient, economical, and orderly manner as a
unit with due regard to conservation of coal reserves and other resources. A
logical mining unit may consist of one or more Federal leaseholds, and may in-
clude intervening or adjacent lands in which the United States does not own che
coal resources, but all the lands in a logical mining unit must be under the
effective control of a single operator, be able to be developed and operated as a
single operation and be contiguous.

“(2) After the Secretary has approved the estalishment of a logical mining
unit, any mining plan approved for that unit must require such diligent develop-
ment, operation, and production that the reserves of the entire unit will be mined
within a period established by the Secretary which shall not be more than forty
years,

“(3) In approving a logical mining unit, the Secretary may provide, among
other things, that (i) diligent development, continuous operation, and produc-
tion on any Federal lease or non-Federal land in the logical mining unit shall
be construed as occurring on all Federal leases in that logical mining unit, and
(ii) the rentals and royalties for all Federal leases in a logical mining unit may
be combined, and advanced royalties paid for any lease within a logical mining
unit may be credited against such combined royalties.

“(4) The Secretary may amend the provisions of any lease included in a
logical mining unit so that mining under that lease will be consistent with the
requirements imposed on that logical mining unit.

“(5) Leases issued before the date of enactment of this Act may be included
with the consent of all lessees in such logical mining unit, and, if so included,
shall be subject to the provisions of this section.

“(6) By regulation the Secretary may require a lessee under this Act to form
a logical mining unit, and may provide for determination of participating
acreage within a unit.

“(7) No logical mining unit shall be approved by the Secretary if the total
acreage (both Federal and non-Federal) of the unit would exceed twenty-five
thousand acres.

“(8) Nothing in this section shall be construed to waive the acreage limita-
tions for coal leases contained in section 27(a) of the Mineral Lands Leasing
Act (30 U.S.C.184 (a))."”.

SEc. 6. Section 7 of the Mineral Lands Leasing Act (30 U.8.C. 207) is amended
to read as follows:

“SEc. 7. (a) A coal lease shall be for a term of twenty years and for so long
thereafter as coal is produced annually in commercial quantities from that lease.
Any lease which is not producing in commercial quantities at the end of fifteen
years shall be terminated. The Secretary shall by regulation prescribe annual
rentals on leases. A lease shall require payment of a royalty in such amount
as the Secretary shall determine of not less than 123 per centum of the value
of coal as defined by regulation, except the Secretary may determine a lesser
amount in the case of coal recovered by underground mining operations. The
lease shall include such other terms and conditions as the Secretary shall deter-
mine. Such rentals and royalties and other terms and conditions of the lease
will be subject to readjustment at the end of its primary term of twenty years
and at the end of each ten-year period thereafter if the lease is extended.

“(b) Each lease shall be subject to the conditions of diligent development
and continued operation of the mine or mines, except where operations under the
leage are interrupted by strikes, the elements, or casualties not attributable to
the lessee. The Secretary of the Interior, upon determining that the public
interest will be served thereby, may suspend the condition of continued opera-
tion upon the payment of advance royalties. Such advance royalties shall be no
less than the production royalty which would otherwise be paid and shall be
computed on a fixed reserve to production ratio (determined by the Secretary).
The aggregate number of years during the period of any lease for which advance
royalties may be accepted in lieu of the condition of continued operation shall not
exceed fifteen. The amount of any production. royalty paid for any year shall
be reduced (but not below 0) by the amount of any advance royalties paid under
such lease to the extent that such advance royalties have not been used. to
reduce production royalties for a prior year. No advance royalty paid dur}ng
the initial twenty-year term of a lease shall be used to reduce a producthn
royalty after the twentieth year of a lease. The Secretary may, upon six
months’ notification to the lessee cease to accept advance royalties in lieu of
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the requirement of continued operation. Nothing in this subsection shall be
cpnstrued to affect the requirement contained in the second sentence of subsec-
tion (a) rplating to commencement of production at the end of fifteen years.

“(c_). Prior to taking any action on a leasehold which might cause a signifi-
cant disturbance of the environment, and not later than three years after a lease
is issued, the lessee shall submit for the Secretary’s approval an operation and
rwlamation plan. The Secretary shall approve or disapprove the plan or require
that it be modified. Where the land invelved is under the surface jurisdiction of
another 1Fed.eral agency, that other agency must consent to the terms of such
approval.”.

Sec. 7. The Mineral Lands Leasing Act is amended by inserting after section
8 the following new section 8A.:

“Spc. 8A. (a) The Secretary is authorized and directed to conduct a compre-
hensive exploratory program designed to obtain sufficient data and information
to evaluate the extent, location, and potential for developing the known re-
coverable coal resources within the coal lands subject to this Act. This program
shall be designed to obtain the resource information necessary for determining
whether commercial quantities of coal are present and the geographical extent
of the coal.ﬁ(_elds and for estimating the amount of such coal which is recoverable
by deep mining operations and the amount of such coal which is recoverable by
surface mining operations in order to provide a basis for—

“(1) gieveloping a comprehensive land use plan pursuant to section 2;

“(2) improving the information regarding the value of public resources
and revenues which should be expected from leasing;

“(8) increasing competition among producers of coal, or products derived
from the conversion of coal, by providing data and information to all po-
tential bidders equally and equitably ;

“ _(4) providing the public with information on the nature of the coal de-
posits and the associated stratum and the value of the public resources being
offered for sale; and ’

“(5) providing the basis for the assessment of the amount of coal deposits
én( t)h((:o:s)e lands subject to this Act under subparagraph (B) of section

a .

“(_b) The Secretary, through the United States Geological Survey, is au-
thorized to conduct seismic, geophysical, geochemical, or statigraphic drilling,
or to contract for or purchase the results of such exploratory activities from
commercial or other sources which may be needed to implement the provisions
of this section.

“(e) Nothing in this section shall limit any person from conducting explora-
tory geophysical surveys including seismic geophysical, chemical surveys to the
expent permitted by section 2(b). The information obtained from the exploratory
drilling carried out by a person not under contract with the United States Gov-
ernment for such drilling prior to award of a lease shall be provided the con-
fidentiality pursuant to subsection (d).

“(d) The Secretary shall make available to the public by appropriate means
all data, information, maps, interpretations, and surveys which are obtained
directly by the Department of the Interior or under a service contract pursuant
to subsection (b). The Secretary shall maintain a confidentiality of all proprie-
tary data or information purchased from commercial sources while not under
contract with the United States Government until after the areas involved have
been leased.

“(e) All Federal departments or agencies are authorized and directed to
provide the Secretary with any information or data that may be deemed neces-
sary to assist the Secretary in implementing the exploratory program pursuant
to this section. Proprietary information or data provided to the Secretary under
the provisions of this subsection shall remain confidential for such period of
time as agreed to by the head of the department or agency from whom the infor-
mation is requested. In addition, the Secretary is authorized and directed to
utilize the existing capabilities and resources of other Federal departments and
agencies by appropriate agreement.

“(f) The Secretary is directed to prepare, publish, and keep current a series
of detailed geological, and geophysical maps of, and reports concerning, all coal
lands to be offered for leasing under this Act, based on data and information
compiled pursuant to this section. Such maps and reports shall be prepared and
revised at reasonable intervals beginning eighteen months after the date of
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enactment of this Act. Such maps and reports shall be made available on a
continuing basis to any person on request.

“(g) Within six months after the date of enactment of this Act, the Secretary
shall develop and transmit to Congress an implementation plan for the coal
lands exploration program authorized by this section, including procedures for
making the data and information available to the public pursuant to subsection
(d), and maps and reports pursuant to subsection (f). The implementation plan
shall include a projected schedule of exploratory activities and identification of
the regions and areas which will be explored under the coal lands exploration
program during the first five years following the enactment of this section. In
addition, the implementation plan shall include estimates of the appropriations
and staffing required to implement the coal lands exploration program.

“(h) The stratigraphic drilling authorized in subsection (b) shall be carried
out in such a manner as to obtain information pertaining to all recoverable
reserves. For the purpose of complying with subsection (a), the Secretary shall
require all those authorized to conduct stratigraphic drilling pursuant to sub-
section (b) to supply a statement of the results of test boring of core sampling
including logs of the drill holes; the thickness of the coal seams found; an
analysis of the chemical properties of such coal; and an anaylsis of the strata
layers lying above all the seams of coal. All drilling activities shall be conducted
using the best current technology and practices.”.

Sgc. 8. The Mineral Lands Leasing Act is further amended by adding after
section 8A the following new section 8B :

“SEc. 8B. Within six months after the end of each fiscal year, the Secretary
shall submit to the Congress a report on the leasing and production of coal lands
subject to this Act during such fiscal year; a summary of management, super-
vision, and enforcement activities; and recommendations to the Congress for
improvements in management, environmental safeguards, and amount of produc-
tion in leasing and mining operations on coal lands subject to this Act. E;lch
submission shall also contain a report by the Attorney General of the Uryted
States on competition in the coal and energy industries, including an ana‘ly:sls gf
whether the dntitrust provisions of this Act and the antitrust laws are effective in
preserving or promoting competition in the coal or energy industry.”.

SEc. 9. (a) Section 35 of the Mineral Lands Leasing Act, as amended (30 U..S.C.
191) is further amended by deleting “5214 per centum thereof shall be paid mtp,
reserved” and inserting in lien thereof: “40 per centum thereof shall be paid
into, reserved”, and is further amended by striking the period at th‘e end of the
proviso and inserting in lieu thereof the following language : “: Provided further,
That an additional 123 per centum of all moneys received from .sales, bonuses,
royalties, and rentals of public lands under the provisions of this Act and the
Geothermal Steam Act of 1970 shall be paid by the Secretary of the Treasury
as soon as practicable after December 31 and June 80 of each year to the State
within the boundaries of which the leased lands or deposits are or were located ;
said additional 1214 per centum of all moneys paid to any State on or after
January 1, 1976, shall be used by such State and its subdivisions as the leglsla_ture
of the State may direct giving priority to those subdivisions of the Stat.e socially
or economically impacted by development of minerals leasgd un(}e_r_thls Act for
(1) planning, (2) construction and maintenance of public facilities, and (3)
provision of public services.”. . .

(b) In the first sentence of section 35 of the Mineral Lands Les,is:mg Ac‘?, before
the words “shall be paid into the Treasury of the United States” insert a_nd the
Geothermal Steam Act of 1970, notwithstanding the provisions of section 29
thereof,” ; before the words “from lands within the naval petroleum reserves
insert “and.the Geothermal Steam Act of 1970”; and, in the second sentence,
before the words “not otherwise disposed of” insert “and the Geothermal Steam
Act of 1970”. . .

SEc. 10. The Director of the Office of Technology Assessment is authorl_zed
and directed to conduct a complete study of coal leases entered into by the United
States under section 2 of the Act of February 25, 1920 (commonl'y known as 'the
Mineral Lands Leasing Act). Such study shall include an analysis of all mining
activities, present and potential value of said coal leases, receipts of; t'h.e Federal
Government from said leases, and recommendations as to the feasibility of tl{e
use of deep mining technology in said leased area. The Director shall submit
the results of his study to the Congress within one year after the date of enact-
ment of this Act. .

Sec. 11. (a) Section 27(a) (1) of the Mineral Lands Leasing Act (80 U.S.C.
184 (a) (1)), is amended to read as follows:
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“(1) No person, association, or corporation, or any subsidiary, affiliate, or
persons controlled by or under common control with such person, association,
or corporation shall take, hold, own or control at one time, whether acquired
directly from the Secretary under this Act of otherwise, coal leases or permits
on an aggregate of more than forty-six thousand and eighty acres in any one
State and in no case greater than an aggregate of one hundred thousand acres
in the United States: Provided, That any person, association, or corporation
currently holding, owning, or controlling more than an aggregate of one hundred
thousand acres in the United States on the date of enactment of this section
shall not be required on account of this section to relinquish said leases or per-
mits: Provided, further, That in no case shall such person, association, or cor-
poration be permitted to take, hold, own, or control any further Federal coal
leases or permits until such time as their holdings, ownership, or control of
Federal leases or permits has been reduced below an aggregate of one hundred
thousand acres within the United States.”.

(b) Subject to valid existing rights, section 27(a) (2) of the Mineral Lands
Leasing Act (30 U.S.C. 184(a) (2)) is hereby repealed.

SEC. 12. (a) Section 3 of the Mineral Leasing Act for Acquired Lands (30
U.S.C. 352) is amended by striking out “(b) set apart for military or naval
purposes, or (c¢)” and insert in lieu thereof “or (b)”. )

(b) Such section 3 is further amended by inserting the following after the
first sentence thereof: “Coal or lignite under acquired lands set apart for mili-
tary or naval purposes may be leased by the Secretary, with the concurrence of
the Secretary of Defense, to a governmental entity (including any corporation
primarily acting as an agency or instrumentality of a State) which produces
electrical energy for sale to the public if such governmental entity is located in
the State in which such lands are located.”. )

Sec. 13. (a) Subject to valid existing rights, section 4 of the Mineral Lands
Leasing Act (30 U.S.C. 204) is hereby repealed.

(b) Subject to valid existing rights, section 3 of the Mineral Lands Leasing
Act (30 U.8.C. 203) is amended to read as follows:

“SEC. 3. Any person, association, or corporation holding a lease of coal lands
or coal deposits under the provisions of this Act may with the approval of the
Secretary of the Interior, upon a finding by him that it would be in the interest
of the United States, secure modifications of the original coal lease by including
additional coal lands or coal deposits contiguous to those embraced in such lease,
but in no event shall the total area added by such modifications to an existing
coal lease exceed one hundred sixty acres, or add acreage larger than that in
the original lease. The Secretary shall prescribe terms and conditions which
shall be consistent with this Act and applicable to all of the acreage in such
modified lease.”.

SEc. 14. Section 89 of the Mineral Lands Leasing Act (30 U.S.C. 209) is
amended by adding the following sentence at the end thereof: “Nothing in this
section shall be construed as granting to the Secretary the authority to waive,
suspend, or reduce advance royalties.”.

Sec. 15. Section 27 of the Mineral Lands Leasing Act of 1920 (30 U.S.C. 184)
is amended by adding at the end thereof the following new subsection:

“(1) (1) At each stage in the formulation and promulgation of rules and regu-
lations concerning coal leasing pursuant to this Act, and at each stage in the
issuance, renewal, and readjustment of coal leases under this Act, the Secretary
of the Interior shall consult with and give due consideration to the views and
advice of the Attorney General of the United States. )

“(2) No coal lease may be issued, renewed, or readjusted under this Act until
at least thirty days after the Secretary of the Interior notifies the Attorney
General of the proposed issuance, renewal, or readjustment. Such notification
shall contain such information as the Attorney General may require in order
to advise the Secretary of the Interior as to whether such lease would create
or maintain a situation inconsistent with the antitrust laws. If the Attorney
General advises the Secretary of the Interior that a lease would create or main-
tain such a situation, the Secretary of the Interior may not issue such lease,
nor may he renew or readjust such lease for a period not to exceed one year,
as the case may be, unless he thereafter conducts a public hearing on the record
in accordance with the Administrative Procedures Act and finds therein that
such issuance, renewal, or readjustment is necessary to effectuate the purposes
of this Act, that it is consistent with the public interest, and that there are no
reasonable alternatives consistent with this Act, the antitrust laws, and the
public interest.
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“(3) Nothing in this Act shall be deemed to convey to any person,
association, corporation, or other business organization immunity
from civil or criminal liability, or to create defenses to actions, under
any antitrust law, )

“(4) As used in this subsectX)n, ihe term ‘antltrus‘ti; la,wzlmeans—

“(A) the Act entitled ‘An Act to protect trade and commerce
against unlawful restraints and monopolies’, approved July 2,
1890 (15 U.S.C. 1 et seq.), as amended ; o

“(B) the Act entitled ‘An Act to supplement existing laws
against unlawful restraints and monopolies, and for other pur-
poses’, approved October 15, 1914 (15 U.S.C. 12 et seq.), as
amended ;

“(C) the Federal Trade Commission Act (15 U.S.C. 41 et seq.),
as amended ;

“(D) sections 73 and 74 of the Act entitled ‘An Act to reduce
taxation, to provide revenue for the Government, and for other
purposes’, approved August 27, 1894 (15 U.S.C. 8 and 9), as
amended ; or

“(E) the Act of June 19, 1936, chapter 592 (15 U.S.C. 13, 13a,
13b, and 21a).”. p

URPOSE

The basic purpose of H.R. 6421, by Representatives Mink, Ruppe,
Bingham, Eckhardt, Howe, Seiberling, Steelman, Udall, and Vigo-
rito, is to provide a more orderly procedure for the leasing and de-
velopment of coal presently owned by the United States or in lands
owned by the United States and to assure its development in a manner
compatible with the public interest.* At the same time, H.R. 6721, as
recommended, provides environmental safeguards which are essen-
tial to the long-term interests of the nation and the regions involved.

Bacrerouxp AND NEED

The oil embargo by the Organization of Petroleum Exporting Coun-
tries (OPEC) in October 1973 served the useful purgose of focusing
attention on the problem of U.S. energy supplies. Since that time,
numerous proposals have been made as to how best to deal with the
energy crisis.

The most abundant domestic source of energy is coal. The U.S.
Geological Survey has identified coal deposits containing an estimated
1.6 trillion tons. It is hypothesized that an additional 1.6 trillion tons
exists. The Bureau of Mines currently estimates that, of this total,
approximately 434 billion tons fall within the measured and indicated
reserve base category.

The current rate of domestic consumption of coal is approximately
550 million tons per annum. Exports in 1974 amounted to 60 million
tons. Total coal production in 1974 is estimated at 601 million tons.

At the current rate of production, the U.S. has sufficient coal re-
serves to last about 725 years. As technologies improve, the cost of
fuel rises and further knowledge is gained with respect to our coal
resources, an ever greater portion of our coal resources will become
available as recoverable reserves.

1A simila‘; bill, 8. 391, passed the Senate on July 31, 1975.
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Since coal represents some 88 percent of our total domestic recov-
erable hydrocarbon reserves, it is clear that it is likely to prove a
major energy source in the near term. (See Table 1.)

TABLE 1.—TOTAL U.S. HYDROCARBON RECOVERABLE RESERVES

Number  Times 10 13 Percent
Coal (billion tons)_ .. iiaccanan 182.0 4,136 88.4
Qil (billion barrels). . .. e caenaaa 48.3 270 5.8
Natural gas (tritlion cubicfeet)_ . .. ... 266.0 274 58

Source: Bureau of Mines.

The Federal Energy Administration has projected an increasing .

need for coal. In “Project Independence Blueprint ; Final Task Force
Report: Coal,” FEA projects a supply of 895 million tons by 1980,
(assuming a business as usual approach) and 1.8376 billion tons,
(assuming accelerated development). The Department of Interior has
estimated 13,825 trillion Btu’s 2 in 1975 to 81,360 trillion Btu’s in the
year 2000. (See Table 2.) v

TABLE 2.—Projected demand for coal
Actual : Trillion Btu’s

1971 - —- 12, 560
1975 - e 13, 825
1980 — ~--— 16,140
1985 _— - —an 21,470
2000 .. — - 31, 360

Source : Draft Environmental Impact Statement—Proposed Coal Leasing Program, U.S.
Dept. of the Interior, P. 1-30, May 7, 1974.

FEDERAL COAL DEVELOPMENT (CURRENT SITUATION)

It is estimated that the Federal government owns 50% of the total
coal reserves of the nation. In the Western States this figure approaches
60% and because of ownership patterns, Federal leasing policy may
affect over 80% of all known reserves (see Table 3). A sizable portion
of these reserves have already been made available to private industry
for development. According to testimony -received by the Subcom-
mittee on Mines and Mining, there are presently 533 active Federal
coal leases. These leases cover some 782,878 acres and include reserves
estimated at over 16 billion tons (see Table 4). The overwhelming
majority of these leases lie in the Western United States.

Although all but 19 of the existing leases are more than 5 years old,
some are more than 40 years old and many were entered over 20 years
ago. Notwithstanding this fact, it is reported by the U.S. Geological
Survey that only 59 of the 533 leases are currently producing coal!

In 1974, the active Federal coal leases produced 20.6 million tons of
coal, or slightly more than 3 per cent of the national total. Given the
fact that these leases contain 16 billion tons of reserves and have been
available for development since 1970, it would seem that their contri-
bution to the nation’s energy supply should be far greater than 3 per
cent of the total if leaseholders are developing this valuable resource
at the most effective and efficient rate possible.

2 A British thermal unit (Btu) is the amount of heat necessary to raise one pound of
water one degree Fahrenheit, :
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TABLE 3.—FEDERAL COAL IN 6 WESTERN COAL STATES
Coal resources Precent
——— Federal
(coal in place) ownership
(billion tons) (acreage)
4,87 §3
107.73 a1
4,39 40
16. 00 40
8.9 66
51.23 50
203.12 154
1160 percent tonnage.
TABLE 4.—FEDERAL COAL UNDER LEASE
) Number of
State ) leases Acreage Tonnage
Alabama........coooowo el - 2 2,588.24 NA
Alaska_.__. . i - 4 2,593.14 100, 000
California. .- 1 80, - 480, 000
Colorado_ ... 13 122, 400, 00 1, 600, 000, 000
Ketucky_ .. 1, 282. Ol 260, 000
Motana.____ 17 36,232.00 1, 180, 000, 000
New Mexico. . . eiiciccaees 28 40, 958. 00 332, 500, 000
Nerth Dakota_ ..o eoaes 19 16, 235. 00 264, 700, 000
Oklatoma. ... 53 87,013, 56 536, 000, 000
Oregon. _____ 3 5, 403, 18 50, 000, 000
Pennsylvania_ 1 29,66 NA
tah____._._ 197 267, 460. 00 3, 610, 000, 000
Washington_____.__.____ ... 2 521.09 21, 000, 000
WYOMINE e 91 199, 944, 00 9, 090, 000, 000
L S 533 782,878.12 16, 100, 000, 000

In addition to the coal already under lease, there is an estimated 12
billion tons underlying 478,400 acres of land in preference right lease
applications. Thus, a total of 28 billion tons of Federal coal are
committed, in one manner or another, to private concerns (see Table 5).

TasLe 5.—Federal acreage committed to coal mining, 1975

Acres

Active leases 782, 876
Preference right lease applications 478, 400
Active prospecting permits. ——— 10, 878
Total _—— — 1, 272, 156

Source : U.8.G.8.

The current status of Federally leased coal lands has not gone un-
noticed. In a 1972 report entitled “Improvements Needed in Adminis-
tration of Federal Coal-Leasing Program” (B-169124), the General
Accounting Office states:

There has been relatively little mining of Federal coal
deposits, and most lessees apparently have no immediate
plans to begin coal-mining operations.

A follow-up GAOQ report, entitled “Further Action Needed on
Recommendations for Improving The Administration of Federal Coal
Leasing Program” (B-169124), published in April, 1975 states:

(The actions taken by the Department since the 1972 re-
port) do not require coal production within a specific time nor
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a justification as to why development or operations should be
deferred or suspended as we recommended in our 1972 report.

The Council on Economic Priorities has issued a report entitled
“Leased and Lost: A Study of Public and Indian Coal Leasing in the
West”. This report concludes that the Department of the Interior
“* * * hag leased coal rights far ahead of market demand for coal
at prices too low to profit the public.”

In a review of the Draft Environmental Impact Statement for the
Proposed Federal Coal Leasing Program of the Bureau of Land Man-
agement, Department of the Interior, the Institute of Ecology’s En-
vironmental Impact Assessment Project states:

Despite the conclusion of the EIS that renewed Federal
coal leasing is necessary to meet the nation’s energy needs, this
review demonstrates that more Federal coal is alrcady com-
mitted through lease and preference right lease application
than could feasibly be mined in many decades.

The Ford Energy Policy Project finds that:

The coal leasing program presents a clear picture of pri-
vate speculation at the public expense. In the past decades,
but particularly during the 1960’s, vast amounts of Federal
coal passed freely to private ownership under situations of
little or no competition and extremely Iiovv payments.?

The Department of the Interior has recognized the inadequacies
of its coal leasing program. Until the late 1960°s, the Departmental
role in the issuance of leases was based upon response to industry
applications for coal leases. Rather than initiating a leasing program
based on knowledge of existing Federal coal reserves, national energy

needs and environmental considerations, the Department normally

leased those portions of Federal coal lands for which industry interest
was expressed.

A Bureau of Land Management report issued in November 1970, en-
titled “Holdings and Development of Federal Coal Leases” showed
that while the acreage under lease was increasing dramatically, pro-
duction from Federal lands was falling. The study pointed out that
91.5% of all active leases in existence at the time of the study were
not producing coal.

In response to these findings, the Bureau of Land Management
issued no leases during the period from May 1971 to February 1973. In
February 1973, the Secretary of the Interior both suspended further
issuance of coal prospecting permits and halted all Federal coal leasing
(except under short term relief criteria). This moratorium is still
in effect.

In March 1978, the Department sent to Congress a proposal for
revision of the laws governing development of all minerals on Federal
lands. Included in the proposal were a number of recommended
changes in the law governing coal leasing. This proposal is presently
under review.

The Department also initiated an inter-agency study of the impact
of coal development in Montana, Wyoming and North Dakota. This
helped to identify potential problems and needs for additional plan-

effort, entitled the Northern Great Plains Resources Program, has -

34A Time to Choose: America’s Energy Future,” Energy Policy Project of the Ford
Foundation, 1974.
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ning and data gathering. The Department has also been developing

in the Bureau of Land Management a system for competitive coal

leasing called Energy Minerals Activity Recommendation System

(EMARS). According to testimony received from Jack Horton,

Assistant Secretary of the Interior for Land and Water Resources, this

program consists of three phases:

(1) Leasing goals for Federal energy resources will be estab-
lished by analyzing current coal ownership, resource value, indus-
try nominations and applications, national and regional energy
and coal demands, and State policies and goals;

(2) tracts are selected at the field level, (that is State BLM dis-
tricts), in response to leasing goals established for each BLM
State office in consideration of resource trade-offs through use of
the Bureau’s planning system, including information gained
through public meetings; and

(3) leasing is initiated beginning when selected tracts are com-
bined into a leasing schedule.

Assistant Secretary Horton went on to state that the successful im-
plementation of EMARS requires the completion of six tasks:

(1) Identification of areas of particular interest for coal leas-
ing and those areas which are thought to be undesirable for coal
development.

(2) Incorporation into EMARS of data from the Northern
Great Plains Resource Program study. Data from this study will
be integrated into the first phase of EMARS and will help in
establishing leasing goals.

(3) Preparation of surface and mineral ownership manage-
ment maps.

(4) Complete analysis of current leases.

(5; Possible changes in regulations and lease stipulations re-
quiring diligent development and continuous operation on exist-
ing and new leases to prevent speculative holding of coal
resources.

(6) Completion of the final coal programmatic environmental
impact statement.

The Draft Environmental Impact Statement-Proposed Federal
Coal Leasing Pogram designated as task No. 6 was released by the
Department on May 7, 1974, The final EIS was published in Septem-
ber 1975, '

On December 11, 1974, the Department of the Interior published
proposed regulations the purpose of which were to remedy both the
problem of speculative holding of leases and that of adequately sized
leases for mining development. Because of their importance to this
legislation, they are reprinted here.

Bureau oF LAND MANAGEMENT
(43 CFR Parts 3500, 3520)
CoaL LEasEes
DILIGENT DEVELOPMENT AND CONTINUOUS OPERATIONS

Basis and purpose.—Notice is hereby given that the Department of
the Interior proposes to revise the regulations relating to coal leases by
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including a definition of a “logical mining unit” and the terms “dili-
gent development” and “continuous operation”, The Mineral Leasin,
Act of 1920, as amended (30 U.S.C. 207), authorizes the issuance o
coal leases for an indeterminate period upon condition of diligent de-
velopment and continued operation of the mine. The present regula-
tions do not define what constitutes diligent development or continuous
operations. In addition, a definition 1s proposed which will permit
establishment of a logical mining unit for the operation of several
leases under the control of a single operator. These new regulations will
be applicable to coal leases issued after the effective date of these regu-
lations and to the extent possible to existing coal leases.

Interested persons are invited to submit their comments in writing
to the Director, Bureau of Land Management, Department of the
Interior, Washington, D.C. 20240, on or before January 10, 1975.

It 1s proposed to amend Chapter I of Title 43, Code of Federal
Regulations, as set forth below.

1. Section 3500.0-5 is amended by adding definitions (d), (e), and
(f) to read as follows:

3500.0-50 Definitions

(d) Logical Mining Unit (LMU).—An LMU is a compact area of
coal land that can be developed and mined in an efficient, economical
and orderly manner with due regard to conservation of coal reserves
and other resources and in accordance with an approved Mining Plan.
An LMU may consist of one or more Federal leaseholds, and may in-
clude intervening or adjacent non-Federal lands, insofar as all lands
are under the effective control of a single operator. It may also con-
sist of lands committed to a contract for collective prospecting, devel-
opment or operations approved by the Secretary pursuant to 30 U.S.C.
201-1. The Mining Supervisor is authorized to approve or establish
an LMU.

(e) Diligent development.—Diligent development means preparing
to extract coal from an LMU in a manner and at a rate consistent with
a Mining Plan approved by the Mining Supervisor. Activities that
may be approved as constituting diligent development of an LMU
include : environmental studies, including gathering base-line environ-
mental data and design and operation of monitoring systems; on-the-
ground geological studies, including drilling, trenching, sampling, geo-
physical investigation, and mapping, engineering, feasibility studies,
including mine and plant design, mining method survey studies; and
research on mining methods, contracting for purchase or lease of oper-
ating equipment and development and construction work necessary to
bring the LMU into production. The work performed and the expendi-
ture of monies may take place on or for the benefit of leased land, or on
other lands within the LMU, or at a location remote from the land so
long as they are undertaken for the purpose of obtaining production
from the LMU.

(f) Continuous operation—Continuous operation means, extrac-
tion, processing, and marketing of coal in commercial quantities from
the LMU without interruptions totaling more than six months in any
calendar year, subject to the exceptions contained in 80 U.S.C. 207 and
in the lease, if any.

H.Rept. 94-681 --- §




14

3522.1-2 Terms

(d) Exception.—(1).

(2) Coal.—A coal lease will be maintained only upon the condition
of diligent development and, when required by the lease or the Mining
Supervisor, continuous operation of the mine or mines in the logical
mining unit of which the leasehold is a part. A lessee must have his
lease included within an LMU within two years after the effective date
of this regulation or by the second anniversary date of that lease,
whichever is later. Where the holder of a lease on the effective date of
this regulation can demonstrate to the satisfaction of the Mining Su-
pervisor that he has in good faith been unable to form such an LMU
within the specified time, his lease will be treated as an LMU for
the purpose of this regulation. The lessee is responsible for dili-
gent development of the LMU and must report such work and ex-

enditures within thirty days after each anniversay date of the LMU

alling within years ending with the digits 2, 4, 6, 8, or 0. The Mining
Supervisor is responsible for determining whether the lease has been
or is bem§ diligently developed. In addition, on each such anniversary
date, the lessee shall advise the Mining Supervisor in advance of how
he plans to diligently develop the LMU for the coming two years.
" Dated : December 5, 1974.

Jack Horron,
Secretary of the Interior.

[FR Doc.74-28839 Filed 12-10-74; 8:45 am]
Maasor Issurs

The problems associated with the current Federal coal leasing pro-
gram can be traced in part to deficiencies in the coal provisions of the
Mineral Lands Leasing Act of 1920, and in part to the interpretation
and enforcement of this Act by the Department of the Interior. For
the purpose of analysis and discussion these problems are identified in
this report as seven major issues as follows: speculation ; concentration
of holdings; fair return to the public; environmental protection, plan-
ning and public participation; social and economic impacts; need for
information ; maximum economic recovery of the resource; and mili-
tary lands.

1. SPECULATION

Under existing law, any coal lease issued by the Secretary is effective
virtually forever. Although Section 7 permits revision of leasing terms
every 20 years and a lease can be terminated for lack of compliance
with the terms of the Act through lengthy court proceedings, no
Federal coal lease has ever been cancelled in this manner.

The current law also specifies that a coal lease shall be subject to

the conditions of “diligent development” and “continued operation”.

Although an effort is now underway (see Proposed Regulations),
these terms had never been defined by the Department of the Interior
before December 1974. The condition of continued operation can be
waived at the direction of the Secretary if he determines that it is in
the public interest to do so. Payment of a minimum royalty may be
accepted instead. Since these terms had never been defined, cancellation
of a lease for lack of compliance with the law under Section 81 of the
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Mineral Leasing Act of 1920 would have been very difficult had any
proceeding ever been initiated. According to testimony received by
the Subcommittee on Mines and Mining, except for the 59 leases cur-
rently in production, all of the remaining 474 Federal leases are being
held under a waiver of the condition of continued operation issued by
the Secretary of the Interior. )

In addition to the lack of development of existing leases, the provi--
sion of the existing law which allows issuance of preference rights
associated with coal prospecting permits (Section 2(b)) has con-
tributed to speculative holding of leases by making it possible to gain
control of public resources at virtually no cost. According to the study
‘“Leased and Lost,” 45 percent of all Federal leases have been issued
on a preference right Easis, with no competitive bidding involved.
Consequently, holding companies and energy resource speculators have
entered the market for Federal coal in large numbers. An unpublished
Department of Interior working paper concludes that:

By far the dominant force in the acquisition of coal pros-
pecting permits is the “lease broker”. Of the top 20 coal
permit holders, on an acreage basis, only four are actively
engaged in production of coal .. . Suffice it to say that
brokers—not coal producers or users—are the predominant
holders of Federal coal prospecting permits.

The problems of speculation are addressed directly by HL.R, 6721,
which requires termination of any lease which is not producing in
commercial quantities at the end of 15 years. Old leases (those exist-
ing on the date of enactment of the 1975 Act) would be exempt from
this provision, except to the extent it might be made applicable upon
readjustment of lease terms, but the lessees would be prohibited from
acquiring any new Federal leases should they continue to hold old
leases 15 years after enactment without producing therefrom. Addi-
tionally each lease will be subject to diligent development and con-
tinued operation. As under current law, the condition of continued
operation may be suspended in favor of an advanced royalty payment.
However, the new advanced royalty must be no less than the produc-
tion royalty which would otherwise have been due under a fixed
reserve to production ratio schedule. Therefore, should the production
royalty based on the value of coal in the year of actual production
exceed the advance royalty paid on a given amount of coal, (i.e. the
value of the coal on which the advanced royalty was based has risen),
the advance royalty will be credited toward the production royalty
due, with the excess paid by the operator. In the event the advance
royalty paid exceeds the production royalty due, no rebates will be
given, but the excess payment may be carried forward. Advance
royalties may be substituted for continued operation for a total of 15
years only, and may be terminated by the Secretary in favor of resump-
tion of continued operation requirements upon six months notice to
the lessee.

H.R. 6721 further discourages speculative holding of leases by
terminating the preference right prospecting permit.

2, OONCENTRATION OF HOLDINGS

Approximately 66 percent of the Federal and Indian acreage under
lease is held by 15 leaseholders, although there are a total of 144
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lessees (see Table 6). This data reflects the trend of dominance in the
energy field by a handful of major corporations which is evident in
virtually every resource area.

TABLE 6.—THE TOP 15 LEASEHOLDERS

Federal Indian Total
Kennecott Copper Co.:
Peabody Coal CO_ oo ..o cciicneaamnen 81,981, 29 100,345 ___ .. __.____
Kenn. Coal Co_ . e cmeecmeeas 2,736,184 _ o eeeees
L1 O 84,717.83 _____ ... ___. 185, 062, 43
2. Continental Oil Co.: )
Consolidation Coal. ... . _________ .. _...__i.. 45,452.12 | el
14 of Consol and Kemmerer. ... oo omco o ceeeanaan 9,372.97 e aens
1% of Consol and £l Paso__ . ecccimmceccmcccas 20,143.5 _________.___.
Total . ceaoaa 54,825.08 ____________.. 74,968. 59
3. btah International. .. . oo 24,229.61 31,416 55, 645, 61
4. Pacific Power & Light:
Pacific Power & Light. _. ... o eeiacen 35,078.15 e
DeCKer. - o e ceceaccce e mmam e ceemman 13,610.31 ..
L N 48,688.46 ________.____. 48,688. 46
5. El Paso Natural Gas:
[ N 27,018.72 o eiiieeoicnsas
34 Consol-B) Paso. ..o eccmccccceacanoan 20,143.5 47,162, 22
6. Garland Coal CO_ . ..o iireiceccacecanns - 40,559.40 ___________... 40, 559, 40
7. Arizona Pyblic Service and San Diego Gas & Electric Resources Co.
et al e ecceiccacene 39,356.19 _______.___... 39,355.19
8. Lincoln Corp. .
Kemmerer Coal Co___ ____ . .. o.io. 22,858.73 e
Consol-Kemmerer.. .. ..o e eaiaian 9,372.97 o eemaee
Gunn Quealy__ ... il RN o L75L84 el
L7 O 33,979.24 ______.....__. 33,979.24
9, Westmoreland ResOuUrCes. .. .. ..o ee e mm e ——am—————— 0, 876 3
10, Shetl Oil Coo o oo e cmicmcccceenaan 5 5
11, Gulf Oil Corp.:
U e 2,560.00 _ ... __eceeooo
Pittsburg & Midway_ . ___ .. iiiiee.- 6,871.72 13,237 .
L¢P 9,431.72 _____._______. 22,668.72
12. Sun 0il Co.:
B 1 I
Colorado Mining Co.. et cm e amcemeccmcemeemacccccmmamnnn
Total. oo e e aae 21,239.97 ____...._... 21,239.97
13, BaSS_ e e eeae 20,700.71 ___..o.o_.. 20,700.71
14, Amax:
_e- . 14,237 .
o . R 5960.31 ___ ... ... 20,197.31
15. ARCO ceee 19,185,98 ______________._ 19, 185.98

429,871.83 260, 646 690, 517. 83

This dominance is due in part to the system of cash bonus bidding
which is used when leases are offered on a competitive bidding basis.
Such a bidding system requires substantial “front end” capital (z.e. a
larger initial investment in the bonus bid). Smaller companies do not
have the financial resources to compete with the giants in the energy
and mining industries.

A second factor contributing to the accumulation of Federal leases
by a limited number of companies has been the reviston of the Mineral
Leasing Act which restricts the total amount of leased land which any
one company can hold. In 1964, P.L. 88-526 increased the total acreage
which can be controlled by any one entity in any one State from
10,240 to 46,080 acres by amendment to Sec. 27(a) (1) of the Mineral
Leasing Act of 1920.

%
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H.R. 6721 attacks the concentration of holdings problem in the
following manner: A tighter definition of corporate entities in Section
11(a) of the bill is aimed at preventing an evasion of the bill’s acreage
holding limitations through the formation of holding companies or
other such corporate organizational devices. While retaining the pres-
ent limit of 46,080 acres on which an entity can hold leases or permits
in any one state, a new national limit of 100,000 acres is imposed. Sec-
tion 27(a) (2) of the 1920 Act permitting the leasing of an additional
5,120 acres in a state is repealed. Enforcement of these limitation pro-
visions may in some cases require the piercing of the corporate veil
to determine the nature and extent of control being exercised by
parent corporations.

H.R. 6721 facilitates competition in bidding for leases by requiring
that 50 percent of all acreage leased in any one year be on a system of
deferred bonus bidding. This reduces the front end capital outlay,
enabling smaller corporations to compete. Similarly a provision in-
creasing production royalties to not less than 12.5% of the value of
the coal should reduce the front end bonus paid, thus minimizing the
required initial investment.

To prevent concentration of leases in the private sector a “reason-
able number” of leasing tracts are required to be reserved and offered
for lease to public entities which produce energy.

3. FAIR RETURN TO THE PUBLIC

_ Several aspects of the current law have contributed to a situation
in which the public is being paid a pittance for its coal resources.
The first such provision is that which establishes a prospecting system
for lands in which the resource is not known to the Department of
the Interior. Such permits are issued for specific plots of land and
carry with them the right of a “preference lease”. That is, if a holder
of a prospecting permit demonstrates the existence of coal in com-
mercial quantities in the permit area, he is entitled to a preference
right lease. No competitive sale is held and the lessee is subject only
to the minimum royalty and rental provisions of Section 7 of the
Mineral Leasing Act of 1920, or such other rates of royalty and rental
as the Secretary may determine.

Additionally, although more than 50 percent of all leases have been
offered for competitive bid, 72 percent of these “competitive” sales
had less than two bidders, not really reflective of a competitive envi-
ronment. Since the bid is related to the number of bidders, those tracts
which attract only one bid are not likely to result in payment of a
fair return to the public. (See Table 7.)

TABLE 7.—NUMBER OF COMPETITORS AND AVERAGE BID, FEDERAL COAL LEASES

Number of Average

Number of bidders |es;;:2 bldagreg
25 . 08

145 Sg 31

37 36.43

14 25.61

15 112,18

1236 16.90

t For the other 11 competitive leases information is not available for a listing.
Source: ‘‘Leased and Lost: A Study of Public and Indian Coal Leasing in the West;” Council on Economic Priorities,
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The fact that the minimum royalty and rental established in the
law (royalty-5 cents/ton; rental-$.25/acre-1st yr, $.50/acre for the
ond to 5th years and $1.00/acre thereafter) also contributes to the lack
of fair return to the public. According to the Council on Economic
Priorities, the Federal government has collected a total of $23,373,920
in royalty payments in the last 54 years, from a total production of
189,099,658 tons of coal. This total represents an average royalty of
12.5¢ per ton. The study points out that although royalty rates have
increased 75 percent in the last half century, the price of a ton of coal
has more than doubled. Thus, the actual royalty being paid is a smaller
percentage of the value of the coal now than it was in 1920. )

The 1972 GAO study on coal leasing policy concludes: “We believe
that royalty payments have not been established on a fair basis.”

The GAO report goes on to recommend that the Secretary of the
Interior initiate a study to determine the desirability of seeking a
change in the law that would permit the adjustment of royalty rates
and other lease terms more frequently than at 20-year intervals.

A fourth factor affecting the amount received by the Government
for sale of its coal resource may result from basing the determination
of the payment on an estimate as to extent and value of the coal by
the U.S. Geological Survey. These estimates are not always correct
and the extent to which the estimate varies from the actual coal pro-
duced often results in an unrealistic return to the public.

H.R. 6721 contains many provisions designed to insure a fair re-
turn to the public from Federal leases. First, all leases are to be
awarded by competitive bidding only and not by “such other methods
as he (the Secrefary) may be regulations adopt” as in the present law.
Second, a bid is not acceptable unless it is at least as high as fair market
value, as determined by the Secretary. Third, a minimum royalty of
12.5 percent of the value of the coal is placed on all new leases except
for underground mines. Fourth, readjustment of the terms of the lease
will occur every ten years to allow the Secretary to adjust the terms to
more closely reflect changing market conditions than the present 20-
year readjustment period permits. Finally, preference right leases for
holders of prospecting permits are abolished. Henceforth, holders of
prospecting permits must complete with all other interested parties in
bidding on a leasing tract, their sole advantage being that any data
they may have obtained on a tract up for lease shall be held confi-
dential by the Secretary until after the lease sale.

4. ENVIRONMENTAL PROTECTION, PLANNING, AND PUBLIC PARTICIPATION

Heretofore, there has been very little control exercised by the De-
partment of the Interior over the effects that a mining operation on
the Federal lands has upon the environment.

Until recently the Department issued leases on a reactive basis,
answering the stated needs of industry. As discussed earlier, this situa-
tion is rapidly changing. Initiation of the Northern Great Plains Re-
sources Program, the Energy Minerals Allocation Recommendation
System (EMARS) and the requirements of the National Environ-
mental Policy Act have all contributed to a planned approach to coal
leasing. Tt is important that the effort initiated by the Department in
this direction be supported by legislation.

H.R. 6721 prohibits the leasing of any lands containing coal de-
posits unléss the lands have been included in a comprehensive land

R R R

19

use plan prepared by the Secretary. Land use planning requires con-
sultation with state and local goverments, an opportunity for a public
hearing on the plan, and an assessment of the amount of coal in the
land coupled with an estimate of the amount of coal in the land
coupled with an estimate of the amount recoverable via surface and/or
deep mining methods. Prior to leasing any tract, the Secretary must
further hold a hearing (separate from the land use plan hearing)
on the lease in the impacted area, and consider the effects which the
issuance of the lease might have on the area as it pertains to environ-
mental disruption, community services, economic impacts and the like.
Further, any lease issued must contain provisions requiring compli-
ance with the Federal Water Pollution Control Act (33 U.S.C. 1151-
1175) and the Clean Air Act (42 U.S.C. 1857 et seq.). Exploration
activity is restricted to holders of exploration licenses. The bill pro-
vides that a licensee must refrain from activities that cause a “sub-
stantial” disturbance to the natural land surface, a provision aimed
at curbing present exploration practices that often lead to severe
erosion and environmetnal pollution.

5. SOCIAL AND ECONOMIC IMPACTS

The current restrictions on the manner in which monies return to
the States from the sale of Federal leases within their borders are
onerous. When an area is newly opened to large scale mining, local
governmental, entities must assume the responsibility of providing
public services needed for new communities, including schools, roads,
hospitals, sewers, police protection, and other public facilities, as well
as adeguate local planning for the development of the community.
Since Section 35 of the Mineral Leasing Act of 1920 currently pro-
vides that the monies returned to the states be available only for
schools and roads, it is difficult for affected areas to meet the needs
of their new inhabitants. This situation exists both with respect to
coal and geothermal development, as well as other mineral resources.

For example, the Council on Economic Priorities report states:

The sudden jump in population growth, the emergence of
urban centers, and the possible “boom-bust” economic cycle
will cause many social and cultural changes. The Bureau of
Reclamation predicts that coal development in the Northern
Great Plains could result in “the sevenfold increase in the
present population.” Because 200,000 and 400,000 people are
expected to migrate into eastern Montana.

An effort must be made to alleviate these problems by making funds
available for the various aspects of community development.

As shown below, H.R. 6721 will add 12.5 percent of the moneys
received under section 35 of the Mineral Lands Leasing Act to the
87.5 percent share currently returned to the states.

[In percent]
Existing law H.R. 6721
Reclamation fund_______ el
States___._ ... T 13%% 2‘;8
General Treasury________ Il T 10 10

1 All earmarked for schools and roads.
3 3734 percent of which is earmarked for schools and roads.
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The additional 1214 percent that will go to the states is not ear-
marked for schools and roads, and may be spent by the states for plan-
ning, public facilities and public services, giving priority to those com-
munities impacted by the mineral development. The remaining 3714
percent of the states’ 50 percent share continues to be earmarked for
schools and roads under existing law. H.R. 6721 would increase total
receipts under section 85 of the Mineral Lands Leasing Act by adding
thereto revenues from the Geothermal Steam Act of 1970. At present,
geothermal receipts are treated as if received from the sale of public
lands (only 5% are returned to the states).

6. NEED FOR INFORMATION

In light of the projections for rapid growth in coal production, espe-
cially with respect to disposition of Federal coal in the West, and the
fact that the overwhelming majority of domestic coal reserves are
recoverable through deep mining only, it is necessary for Congress to
obtain an independent assessment of the existing situation with respect
to outstanding Federal coal leases and the feasibility of the use of
deep mining technology in these areas. H.R. 6721 directs such a study
be undertaken by the Office of Technology Assessment with results
to be submitted within one year of enactment of the 1975 amendments.

The bill also directs the Secretary of Interior to undertake a com-
prehensive exploratory program to reveal the existence and location
of viable coal deposits on the public lands and to provide a basis for
formulating land use plans, developing accurate maps of resources,
and upgrading information on the value of public resources. Finally,
the Secretary is directed to submit a yearly summary of Federal lands
leasing and production together with his suggestions for improve-
ments 1n the program.

7. MAXIMUM ECONOMY RECOVERY OF THE RESOURCE

A primary concern of any future coal leasing program on public
lands should be the maximum economic recovery of the available coal
resources. At present, easily reached surface deposits which yield the
highest profits are often the only resources developed in an area that
contains vast amounts of coal not so easily or profitably extracted. This
results in the waste of valuable resources, and the creation of severe
environmental impacts. H.R. 6721 seeks to prevent such waste by
requiring the Secretary to form leasing tracts which “permit the min-
ing of all coal which can be economically extracted”. In addition, the
Secretary is prohibited from approving any mining plan which he
finds does not achieve the maximum economic recovery of the coal
within the tract.

To further enable the maximum economic recovery from coal de-
posits, the Secretary’s concept of a “logical mining unit” is adopted
in Section 5 of H.R. 6721. Under current ownership and leasing pat-
terns, a coal deposit or seam often underlies lands embracing a com-
bination of Federal leases which may be individually too small, re-
mote or subject to differing lease terms, time requirements or the like,
to be developed in an efficient and economical manner. )

Federal tracts are often interspersed with state, Indian, and private
lands. In such cases, a coal deposit may be physically and economically

21

less attractive for development than if it could be mined as a unit.
Accordingly, H.R. 6721 authorizes the Secretary to approve, or by
regulation to require, the consolidation of Federal coal leases (includ-
Ing leases in existence at the time of enactment) with other Federal
co‘a‘tl leases, with state leases, or with private holdings so as to form
a “logical mining unit.” Within such a logical mining unit, the man-
date of section 6 requiring production within 15 years would be modi-
fied so that commercial production from any part of the unit within
the 15-year period would satisfy the requirement. In any event, all
;)g the coal resources of a logical mining unit must be developed within
years.

Under further provisions of section 5, a logical mining unit must
be under the effective control of one operator, must require diligent
develqpmgnt, operation and production and may not exceed 25,000
acres ln<li s::ge. Thetii)gical miningdun}ilt concept replaces the more limited
consolidation authority granted the Secretary under the provisi
of 30 U.S.C. 201-1. Ve Y provisions

8. MILITARY LANDS

Present law does not permit the Secretary to lease the minerals
underlying acquired military property, thus precluding the develop-
ment of significant reserves known to exist under Camp Swift in
Texas. These reserves are desired for electric power generation by the
city of Austin, Texas. Section 12 of the 1975 amendments would amend
the Mineral Leasing Act for Acquired Lands (30 U.S.C. 352) to per-
mit leasing to a government entity of coal or lignite under acquired
lands, provided the Secretary of Defense concurs.

SECTION-BY-SECTION ANALYSIS

Section 1 designates the official citation of the Act as the “Federal
Coal Leasing Amendments Act of 1975”. It also clarifies the reference
to the Mineral Lands Leasing Act (30 U.S.C. 181 et seg.) within the
body of the bill.

Section 2 amends the first sentence of section 2(a) of the Mineral
Lands Leasing Act (30 U.S.C. 201(a)). The first sentence of section
2(a) presently authorizes the Secretary of the Interior to divide classi-
fied or unclassified coal lands into 40 acre tracts, or multiples thereof
and to lease these tracts by competitive bidding “or by such other
methods as he may by general regulation adopt.” This amendment
removes the reference to “40 acre tracts,” permits leasing of classified
lands only, and requires that all leasing be by competitive bidding.
It specifies that the size of a leasing tract be such that it will permit
the mining of all coal which can be economically extracted. The pur-
pose of this provision is to insure that coal, which might yield a lower
profit than that which lies in the most readily available deposits, will
not be left in the ground. The amendment provides that at least 50
per centum of all lands leased within any year be on the basis of a
deferred bonus bidding system. A reasonable number of leasing tracts
are to be set aside by the Secretary and made available for leasing
only to public bodies, including Federal agencies, rural electric co-
operatives or nonprofit corporations controlled by any of such en-
tities. Finally, the amendment would prohibit the Secretary from ac-
cepting any bid for less than the fair market value of the coal subject
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22

to lease. In determining such fair market value, the Secretary shall
give consideration to public comments, provided that he shall not be
required to reveal either his judgment as to the value, or the comments
he receives prior to issuance of a lease. The Committee felt that this
information should be available for public scrutiny after leasing of
the tract in question occurs. )

Section 3 amends the last sentence of section 2(a) of the Mineral
Lands Leasing Act (30 U.S.C. 201(a)). This sentence requires the
Secretary to issue notices prior to a competitive lease sale. This amend-
ment would bar the issuance of new leases to any individual or cor-
porations that have held a lease for a period of 15 years, beginning on
the date of enactment of the Federal Coal Leasing Amendments Act
of 1975, without producing coal therefrom. It would require that no
lease sale be held unless it were compatible with a comprehensive land
use plan prepared by the Secretary or, in the case of lands in the Na-
tional Forest System, by the Secretary of Agriculture. On lands where
the surface is under the jurisdiction of a Federal agency other than
the Department of the Interior, leasing may occur only with the con-
sent of that agency.

Where the Federal interest in the lands or coal deposits is nominal,
either a comprehensive land use plan prepared by the State in which
the lease is to be offered, or a lang use analysis prepared by the Secre-
tary would be required. In the latter instance, a land use analysis, pre-
pared in the case of a minor Federal interest in the lands or coal de-
posits, need not be detailed as the comprehensive land use plan which
18 required in all other instances.

In preparation of the land use plan, consultation with State and
local entities is mandated and an opportunity for a public hearing
must be granted if requested by a person having an interest which
is or may be adversely affected. In addition, prior to issuance of any
lease, the Secretary is to consider the social, economic and other im-
pacts on the communities affected and give opportunity for a public
hearing.

Each land use plan is to contain an assessment of the amount of coal
deposits in the land, including underground and surface recoverable
reserves. The Secretary is also required to evaluate and compare the
effects of recovering coal by underground mining, surface mining and
by other methods to determine which methods will assure maximum
economic recovery of the coal. No mining plan may be approved which
is not found to achieve the maximum economic recovery of coal and
no competitive lease shall be approved until notice has been given in
a local newspaper.

All coal leases shall contain provisions requiring compliance with
the Federal Water Pollution Control Act (83 U.S.C. 1151-1175) and
the Clean Air Act (42 U.S.C. 1857 et seq.).

Section 4 would repeal, subject to valid existing rights, section 2(b)
of the Mineral Lands Leasing Act (30 U.S.C. 201(b)) which au-
%horizes the issuance of coal prospecting permits and preference right

eases.

Under present law, section 2(b) provides that prospecting or ex-
ploratory work may be permitted to determine the existence and work-
ability of coal deposits and the Secretary is authorized to issue pros-
pecting permits which entitle the permittee to the exclusive right to
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prospect for coal on the land described therein for a term of two years.
A holder of a coal prospecting permit who shows, before the expira-
tion of his permit, that the land included in the permit contains coal
In commercial quantities, is entitled to a preference right lease for all
or part of the land included in the prospecting permit.

n repealing present section 2(b), H.R. 6721 would replace it with
a system of non-exclusive exploratory licenses. Such exploratory
licenses would be for periods of not more than two years and would
carry no preferential right to a lease if H.R. 6721 is enacted in its
present form. An application for an exploration license is required
to'identify the general areas and probable methods of exploration and
the Secretary is authorized to impose such conditions as he deems
reasonable before issuing a license. Where the surface is under the
jurisdiction of a Federal agency other than the Department of the
Interior, exploration licenses may be issued only under the conditions
prescribed by such agency. Furthermore, when the exploration area
involves more than one State, separate licenses are required for each
of the States so involved. In no event may a licensee be permitted to
cause substantial disturbance to the natural land surface in conducting
his exploration operations.

All data collected by the licensee is to be furnished to the Secretary,
who shall maintain the confidentiality of the data until the lands in
question are leased or until the Secretary determines that making the
data available to the public would not damage the competitive position
of the licensee.

. Any person who willfully conducts exploration without a license
is subject to a fine of $1,000/day and the surrender of all data collected
to the Secretary, which data is to be made public.

Section 6 repeals, subject to valid existing rights, subsections 2(c)
and 2(d) of the Act of August 31, 1964 (30 U.S.C. 201-1). These sub-
sections permitted lessees of a coalfield to enter into contracts for col-
lective prospecting, development or operation of the coal resources.
They also enabled the Secretary to combine, alter, or revoke leases,
royalty agreements and the like in furtherance of collective contracts.

This lew language eliminates collective contracts in favor of the
concept of the logical mining unit (LMU). A logical mining unit is
a contiguous track of land, under the control of a single operator,
which is designed to promote the ‘“efficient, economical and orderly”
recovery of the resources contained therein. The new language enables
the consolidation by the Secretary of several tracks (be they Federal,
State or private) into a single tract not exceeding 25,000 acres so that
they may be mined in the most economically efficient manner. All the

. reserves within the entire LMU must be mined in a period not to

exceed forty years, and the unit as a whole is subject to the require-
ments of diligent develoEment and continuous opetration. The new
language also permits the Secretary to require a lessee to form
an LMU.

Section 6 amends section 7 (30 U.S.C. 207) of the Mineral Lands
Leasing Act which deals with the term of leases and lease rentals and
royalties.

First, it provides that leases shall be for terms of 20 years and for
so long thereafter as coal is being produced in commercial quantities.
Any lease not producing in commercial quantities at the end of the
15th year of the lease will be terminated. The existing law provides
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that leases “shall be for indeterminate periods upon condition of dili-
development.” o

geISlgcoeIYd, tIl)le revised language changes the minimum royalty from

$.05 per ton to twelve and one half per centum of the value of the coal,

except that the Secretary may determine a lesser amount for under-

ing operations. . ‘
r’(i‘ulﬂgdimf{nﬁg 6'?21 provides for a readjustment in the terms of the

lease at the end of the 20th year and every ten years thereafter instead
of a readjustment every 20 years as provided in the resent law.

Fourth, leases remain (as they are under existing aw) subject to
the conditions of diligent development and continued operation, ex-
cept where interrupted by strikes, elements or casualties not attributa-
ble to the lessee. . . . ¢

Fifth, H.R. 6721 permits the Secretary to waive the requiremen
for continued operation for a period not to exceed 15 years and accept
in lieu thereof an advanced royalty. Advanced royalties must be no
less per year than production royalties that would otherwise be paid
for actual production, and will be computed on a fixed reserve to pro-
duction ratio. Should the value of the coal mined in the year of actual

roduction exceed the value upon which the advanced roya,lt¥1 was
Eased, the difference shall be paid by the operator. However, s 1ould
the advance royalty exceed the production royalty, no rebates will be
granted, but the credit may be carried forward. In no case can ad-
vanced royalty payments be used to waive the absolute reqlulrement of
production from a lease within 15 years. While existing law permits
in lieu royalty payments and provides that they shall not be less than
the annual rental paid, it does not make reference to a fixed reserve to
production ratio. Where the surface is under the control of another
agency, such agency must consent to the plan. , .

Finally, this section eliminates a provision of current law which
permits the credit of rentals against royalties; and it eliminates the
provision permitting the suspension of operations for six months
when, in the judgment of the Secretary, market conditions warrant
such suspension. )

Section 7 adds a new section 8A to the Mineral Lands Leasing Act
which provides for a comprehensive Federal exploration program for
lands to be offered for leasing. Under it, the U.S. Geological Survey
is authorized to conduct or to contract for exploration activities, in-
cluding seismic, geophysical, geochemical, or stratigraphic drilling,
but it does not limit the right of any party to carry out such activities
under Section 4 of H.R. 6721.

All data, maps, interpretations and surveys resulting from activities
under this section are required to be made public by the Secretary.
All Federal departments and agencies are directed to cooperate in
providing the Secretary with pertinent information.

On the basis of the information so collected, the Secretary is to
prepare and maintain a series of detailed geological and geophysical
maps of the coal lands to be offered for leasing under the terms of this
legislation.

Pursuant to this section, the Secretary is directed to develop and
transmit to Congress within six months after enactment, a plan for
implementation of the exploration program, including procedures for
making the data available to the public.
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Stratigraphic drilling must be carried out so or in such a manner
that information pertaining to all recoverable reserves is obtained. All
information regarding results of test borings is to be supplied to the
Secretary. The purpose of this requirement is to assure that lands are
not leased for surface mining development when greater amounts of
coal could be recovered through deep mining operations.

. Section 8 adds a new section 8B to the Mineral Lands Leas-
ing Act, requiring the Secretary to submit an annual report to
Congress on leas.ln% and production of coal lands subject to the Act.
The report is to include information on management, supervision, and
enforcement activities and recommendations for improvements in
management and environmental safeguards, as well as a report by the
Attorney General on competition in the coal and energy industries,
including an analysis of whether the antitrust laws are effective in
preserving or promoting competition in the coal or energy industry.

Section 9 amends Section 35 (30 U.S.C. 191) of the Mineral Lands
Leasing Act by reducing the percentage of revenues from mineral
leasing deposited in the reclamation fund from 52.5% to 40% and
raising the percentage of the revenues going to the States from 37.5%
to 50%. The 37.5% of the funds which is currently returned to the
States under the law would remain available only for use in construc-
tion and maintenance of schools and roads. The additional 12.5%
returned to the States would be available for use in planning, construc-
tion and maintenance of public facilities, with priority to be given to
those areas impacted by the development of the resource involved.

Subsection (b) would further amend Section 35 of the Mineral
Lands Leasing Act by providing that all moneys received from Geo-
thermal leasing under the Geothermal Steam Act of 1970 be disposed
of under the above provisions of Section 35. Existing law treats such
moneys as if they were received from the sale of public lands, with
about five percent going to the States and the reminder dispersed in
the same manner as other receipts from public lands.

Section 10 provides for a study by the Office of Technology Assess-
ment which is to include a review of existing Federal coal leases and
recommendations as to the feasibility of using deep mining technology
in such lease areas.

Section 11 amends Section 27(a) (1) of the Mineral Lands Leasing
Act (30 U.S.C. 184(a) (1)) to provide that no corporation, person or
association may control more than 100,000 acres of Federal coal lands
in the United States at any one time. The 100,000 national acreage
limitation is added to any existing limit of 46,080 acres per State. Sub-
section (a) (2) which presently permits the Secretary to lease an addi-
tional 5,120 acres over and above any acreage restrictions contained in
subsection (a) (1) is repealed.

This. amendment to Section 27 of the Mineral Lands Leasing Act
also has the effect of broadening the definition of the entity to which
the acreage limits are applicable. Under existing law, reference is made
to “person, association or corporation”. The amendment language
reads: “person, association, or corporation, or any subsidiary, affiliate,
or persons controlled by or under common control with such person,
association, or corporation”. The purpose of broadening this language
is to assure that the restrictions on leaseholdings are not circumvented
by the formation of holding companies, or other devices of corporate
organization. Henceforth, no one entity, under whatever corporate or
other form, will be permitted to take, hold, own or control coal leases
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on more than 100,000 acres in the United States or more than 46,080
acres in any one State if H.R. 6721 is enacted.

Section 12 amends section 3 of the Mineral Leasing Act for Acquired
Lands (30 U.S.C. 852) by providing that coal in Iands set aside for
military or naval purposes may be leased to a governmental entity if
the Secretary of Defense agrees to such leasing.

Section 13 repeals, subject to valid existing rights, Section 4 (30
U.S.C. 204) which presently permits the Secretary to issue a new lease,
not to exceed 2,560 acres, through the same procedure as used in the
original lease, where coal deposits under the existing lease will be
exhausted within three years. In addition, it amends section 3 to allow
modification of existing leases, not to exceed 2,560 acres, to include
contiguous coal deposits. Under the recommended amendment this
practice may continue, but the size of such modification would be
limited to 160 acres or an acreage no greater than the original lease.

Section 14 amends Section 39 of the Mineral Lands Leasing Act
(80 U.S.C. 209) to insure that nothing in Section 39 can be construed
as giving the Secretary the right to waive, suspend or reduce the ad-
vance royalties payable upon suspension of the normal requirement
of continued operation.

Section 15 adds a new subsection to Section 27 of the Mineral Lands
Leasing Act. It requires the Secretary to consult with the Attorney
General before drafting rules and regulations, or issuing, renewing and
readjusting leases under the Act to prevent a situation that would be
in contravention of the antitrust laws. This amendment is designed
to reduce the chance of lengthy and costly antitrust litigation.

ComMiTTEE CONSIDERATION

The Federal Coal Leasing Amendments Act of 1975 was first con-
sidered by the Subcommittee on Mines and Mining in the 93rd Con-
gress. A Senate-passed bill, S. 3528, the “Federal Coal Leasing Amend-
ments Act of 1974,” was the subject of Subcommittee hearings on
August 13 and 15, 1974. A committee print incorporating several
changes to the Senate bill was considered in Subcommittee markup
on September 19, 24, and October 8, 1974, but no recommendations
were made at that time.

The committee print was introduced as H.R. 3265 by Representative
Patsy T. Mink in the 94th Congress on February 19, 1975. Hearings
were held on March 14, 1975. A fter considering the measure on April 22
and May 2, 1975, the bill was revised and unanimously recommended
by voice vote on May 2, 1975. The revised text was then introduced
as HLR. 6721 by Mrs. Mink, Mr. Ruppe, Mr. Bingham, Mr, Eckhardt,
Mr. Howe, Mr. Seiberling, Mr. Steelman, Mr. Udall, and Mr. Vigorito
on May 6, 1975, and it was this measure which was considered by the
Committee on Interior and Insular Affairs on July 23, 30, Septem-
ber 18, 24, October 1, 7, 22, November 5 and 12, 1975. At the Novem-
ber 12 meeting, the bill was ordered reported favorably in amended
form by a voice vote.

INFLATIONARY IMPACT

Pursuant to Rule XT, clause 2(1) (4), of the House of Representa-
tives, the Committee believes that enactment of H.R. 2761 will have
virtually no inflationary impact on the U.S. economy; however, as

development of these coal resources occurs, there may be some regional

impact arising from increasing demands on limited facilities and
services. On the other hand, any failure to make reasonable and orderly
progress on the development of these valuable energy resources will
result in increased demand for substitute sources of energy and could
result in a significant adverse impact on the economy.

Cost AND BuUpgrTary ImpAcT

Although the administrative burden on the Secretary might result
in some increased costs, it is unlikely that they will constitute a sig-
nificant burden on the national budget. In fact, if H.R. 6721 is enacted
in its present form and Federal coal leasing is revived, the provisions
of the legislation will produce revenues to the United States which
should more than offset the administrative costs envisioned. No appro-
priations are specifically authorized by the legislation.

OVERSIGHT STATEMENT

In developing the legislation, the Subcommittee on Mines and Min-
ing reviewed the existing program and took this background into con-
sideration in developing the terms of the bill which it has recom-
mended. No recommendations were submitted to the Committee -
pursuant to Rule X, clause 2(b) (2).

COMMITTEE AMENDMENT

_ The Committee amendment deletes all after the enacting clause and
inserts a substitute text which is fully explained in the text of this
report. '

CoMMITTEE RECOMMENDATION

The Committee on Interior and Insular Affairs recommends the
enactment of H.R. 6721, as amended. The motion ordering the bill
reported favorably was adopted by voice vote on November 12, 1975.

DepARTMENTAL REPORTS

Both the Department of the Interior and the Department of Agri-
culture commented on the proposed coal leasing act amendments, gen-
erally favoring enactment of the legislation but suggesting amend-
ments which were considered in the course of subcommittee and com-
mittee consideration. They reported first on H.R. 8265, the basic bill
on which hearings were held, and the Department of the Interior also
reviewed H.R. 6721 as it emerged from the subcommittee markup.
These reports are as follows:

U.8. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., March 13, 1975.

Hon. James A. Harry, :
Chairman, Committee on Interior and Insulor Afairs,
House of Representatives,

Dear Mr. CaHAIRMAN : This responds to your request for this Depart-
ment’s views on H.R. 3265, a bill “To amend the Mineral Leasing Act
of 1920, and for other purposes.”
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H.R. 3265 is similar to the Committee Print of S. 3528 in the 93rd
Congress as issued by the House Committee on Interior and Insular
A ffairs, Subcommittee on Mines and Mining. It would amend the Min-
eral Leasing Act of 1920 (30 U.S.C. §§ 181-287) to require that coal
leases be issued by competitive bidding with limited exceptions, repeal
authority to issue prospecting permits and provide for issuance of ex-
ploration licenses after approval of an exploraton plan, prohibit leas-
ing lands unless they are included in a land use plan, limit lease terms
to 10 years and so long thereafter as coal is produced annually in pay-
ing quantities, requiring a minimum royalty, and allow States greater
discretion in spending their shares of Federal coal leasing revenues.

In the previous Congress it was the position of this Department that
total revision of the Mineral Leasing Act was preferable to the piece-
meal approach of coal leasing amendments. However, we stated that
the Department would not object to such coal leasing provisions if
amended to conform to the general approach of the Department’s pro-
posed “Mineral Leasing Act of 1973%. While we still prefer adoption
of a comprehensive revision of the mineral leasing laws to include all
presently leasable mineral resources, and intend to submit such legisla-
tion on this matter in the future, we would not object to the subject bill
if amended in accordance with the following comments:

(1) Forty-Acre Leasing Tracts—Sec. 2(2) (1) on page 1. The re-
quirement that leasing units be in tracts of 40 acres or multiples
thereof was established during a period when average leaseholds and
leasing operations were relatively small and 40 acres was a meaning-
ful size for a lease. There is no special significance to tracts of 40 acres
or multiples thereof. Indeed, there may be tracts of leasable lands
which are not in multiples of 40. More leeway should be given to the
Secretary to offer leases in tracts that he deems appropriate in the
public interest. We recommend, therefore, that section 2(a) (1) be
amended so that the first sentence reads:

“The Secretary of the Interior is authorized to divide any lands
gubject to this Act into leasing tracts of such size as he deems appro-
priate and in the public interest, and thereafter he shall, in his discre-
tion, upon the request of any qualified applicant or on his own motion,
from time to time, offer such lands or deposits of coal for leasing, and
shall award leases thereon by competitive bidding.”

(2) Bidding Restrictions—On page 2, the italicized words be-
ginning on line 8 and ending with the word “basis” on line 18, would
seriously constrain the Department’s flexibility in holding competitive
coal lease sales. They would require sealed bidding, they would pro-
hibit reyalty bidding, and they would impose a 10 year bonus payback
system for at least 50 percent of the acres covered by each lease. We
recommend that these restrictions be deleted.

Our experience is that sealed bidding does not always attract the
highest bids. Generally, when there is little competition, sealed bidding
is preferable since it introduces a degree of uncertainty and induces
higher bids. However, when there is significant competition, sealed

“bidding followed by oral bidding has proven to be more satisfactory
since bidders are then influenced by other bidders and the competitive
spirit of the sale. The success of each auction therefore depends largely
on the Secretary’s ability to call for sealed or oral bids.
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As we reported to you earlier, the Department of the Interior is

Eresently studying whether bonus bidding is preferable to royalty
idding. Under the authority granted the Secretary in the Outer

Continental Shelf Lands Act on October 1974, the Department auc-
tioned leases for land on the Outer Continental Shelf for oil and gas
development. Several of the leases were awarded through bonus
bidding and a few through royalty bidding. We expect a thorough
examination of operations under these leases will help us determine
whether a system of royalty bidding or bonus bidding will assure the
highest monetary return to the public and maximum mineral recovery,
while assuring that qualified bidders are not restricted from bidding
because of large “front-end” costs. Data is now available to help us
make this determination and to implement the best bidding methods,
we urge that H.R. 3265 permit the Secretary the same flexibility for
determining bidding methods as he has under the Outer Continental
Shelf Lands Act.

Finally, we know of no information indicating that.a 10 year bonus
payback system for collecting bonus payments on all or part of a lease
1s the most satisfactory method for collecting such payments.

In short, these restrictions seem to be arbitrary. It is not in the pub-
lic interest to impose a single, rigid method in legislation for auction-
g leases and collecting royalties until there is firm evidence to indi-
cate that the method is and will continue to be the best one.

(3) Public Comments—H.R. 3265 contains three provisions per-
taining to public comments. On page 2, the sentence beginning on Jine
21 and ending on line 24 would require public comments on the assess-
ment of coal lands before leasing lands; on page 3, line 12, the words
beginning with “and the general public” and ending on line 16 with
“such plans”, provide for consultation with the public and public hear-
ings before the implementation of land use plans; and on page 4, the
sentence beginning on line 12 and ending on line 14 would require
“adequate” public hearings before issuing coal leases.

Public involvement is very important in the devolpment of land
use plans. Any future leasing of Federal coal lands in the West will be
based on the vast amount of information in land use plans presently
being prepared. The plans include an assessment of the coal in the
land. The public is invited to comment throughout the planning
process.

While public participation is important, H.R. 3265 does not estab-
lish clear and coordinated procedures for allowing people to express
their views. We therefore recommend that the three provisions for
public participation be deleted and that the following single subsec-
tion providing for public involvement be included in the bill by adding
a new paragraph (3) on page 4 and by renumbering the subsequent
paragraphs accordingly :

“(8) During the preparation of land use plans and before a plan-
ning unit is opened to leasing under this section, the Secretary of the
Interior, or in the case of lands within the National Forest the Sec-
retary of Agriculture, shall provide opportunity for public comment.”

(4) Land Use Planning on National Forest Lands.—On page 3, as
subsection (2) (A) lines 4 through 9 on page 3 is drafted, the Secretary
of Agriculture is given the authority to develop comprehensive land
use plans for the land within the National Forest System and to deter-
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mine whether lease sales within the National Forest System are con-
sistent with such plans. This provision would divide the authority
between the Secretary of Agriculture and the Secretary of the Interior
who handles lease sales in nearly all other areas to be considered for
mining. We therefore suggest that subsection (2) (A) be amended to
read:

“(2) (A) (1). After identifying the areas where there is substantial
development interest in coal leasing, the Secretary of the Interior shall
prepare comprehensive land-use plans on lands under his responsibility
where this has not already been done. The Secretary of the Interior
shall inform the Secretary of Agriculture of substantial development
interest in coal leasing on lands within the National Forest System.
Upon receipt of such notification from the Secretary of the Interior,
the Secretary of Agriculture shall prepare a comprehensive land-use
plan for such areas which takes into consideration the proposed
mineral resource development interest in these lands where they have
not done so. In preparing such land-use plans, the Secretary of the
Interior, or in the case of lands within the National Forest System, the
Secretary of Agriculture, shall consult with State and local govern-
ments and the general public.”

To provide that the issuance of leases on National Forest System
lands would be subject to the consent of the Department of Agriculture
and subject to such conditions as that Department might prescribe
with respect to the use and protection of nonmineral interests, we sug-
gest adding new subsection (2) (A) (2) as follows: '

“(2) (A)(2). Leases covering lands the surface of which is under
the jurisdiction of any Federal agency other than the Department of
the Interior may be 1ssued only upon consent of the other Federal
agency and upon such conditions as it may prescribe with respect to
the use and protection of the nonmineral interests in those lands.”

(5) Concurrence of EPA.—On page 3, the phrase beginning “and
shall obtain” on line 16 and ending on line 21, requires the Secretary,
before adopting land use plans for areas to be leased, to obtain the
written concurrence of the Administrator of the Environmental Pro-
tection Agency with respect to air or water quality standards promul-
gated under the Federal Water Pollution Control Act or the Clean
Air Act. We recommend that the phrase be deleted since the Secretary
is already bound by the requirements of both laws. The written con-
currence from the Administrator for each plan would only serve to
add an unnecessary administrative step and to delay leasing programs.

(6) Land Use Plans—The sentence beginning on page 4, line 4 and
ending on page 4, line 7, appears to provide that the geecretary shall
include in land use plans a statement of the effects of one method of
mining on the recovery of other beds of coal in the land by other min-
ing methods. As a matter of course the Secretary already makes this
determination, but he does not include this information in land use
plans. Land use plans are diagrams for management of the resources
m lands and it is not appropriate to indicate mining methods in the
plans. The Secretary makes a determination of the proper mining
methods after land use plans are completed and before leases are
issued. In order that the provision identified above does not compli-
cate our present procedures, we recommend that it be deleted from its
present position in the bill, that it be inserted after the word “services”

-

31

on page 4, line 12, and that it be amended to read as follows: “The
Secretary shall also consider the effects of each method of mining on
the recovery of any other beds of coal in the land by other mining
methods.”

(7) Surface Mining Legislation—Paragraph (4) on page 4, lines 21
through 24, would require “satisfactory assurances” of compliance
with the Surface Mining Control and Reclamation Act of 1974 before
a lease is issued. We recommend that the paragraph be deleted. The
surface mining legislation was not enacted. If surface mining legisla-
tion is enacted, it will naturally control activities under leases issued
pursuant to H.R. 3265. In the event the Committee finds it necessary
to make reference to the surface mining legislation if it is enacted, 1t
would suffice simply to specify in H.R. 3265 that leases shall be in ac-
cordance with the requirements of that Act.

(8) Logical Mining Units—H.R. 3265 does not contain specific au-
thority for the Secretary to consolidate leases into logical mining units
so that production within a unit rather than on a single lease would
satisfy the renewal and diligence requirements. Authority to unitize
leases would give the Secretary and lessees greater flexibility in plan-
ning the development of leases so that there is a maximum recovery of
coal with a minimum impact on the environment. The authority would
be particularly valuable in planning for the development of lands
where some tracts are federally owned and some privately owned.
Mining units could then be designated to encompass private lands, thus
ensuring the development of isolated Federal tracts which ordinarily
might not be developed.

We therefore recommend that in order to authorize unitization, the
following new section 4 be added on page 5 to read as follows and that
the subsequent sections be renumbered accordingly :

“Subject to valid existing rights, subsection 2 (c) and (d) of the
Act of August 31, 1964, 78 Stat. 710, 30 U.S.C. § 201-1, is amended to
read as follows:

“(c) At the discretion of the Secretary, leases issued under this
section may, in the interest of conservation or in the public interest,
be consolidated into logical mining units. The Secretary may require
among other things that (1) production on any lease in a logical min-
ing unit will be construed as production on all leases in that unit, (2)
the rentals and royalties for all Federal leases in a logical mining unit
may be combined, and advanced royalties paid for any lease within
a logical mining unit may be credited against such combined royalties,
and (3) leases 1ssued before the date of enactment of this Act may be
included with the consent of all leassees in such logical mining unit,
and, if so included, shall be subject to the provisions of this section.

“(d) By regulation the Secretary may require a lessee under this
Act to form a logical mining unit, and may provide for the determina-
tion of participating acreage within a unit.”

(9) Ewxploration and License Plan, on page 5.—We favor the con-
cept of exploration licenses set out in H.R. 3265 with the specific
requirement for submission to the Secretary of an exploration plan.
In order to assure the Government has the right to initiate the leasing
process and to lease at any time, section 4 of H.R. 3265 should be
amended. On page 5, delete the sentence beginning on line 8 and end-
ing on line 9, and insert instead: “Each exploration license shall be
for a term of not more than two years. The issuance of exploration




32

licenses shall not preclude the Secretary from issuing coal licenses
shall not preclude the Secretary from issuing coal leases at such times
and locations as he deems appropriate. No exploration license will be
issued for any land on which a coal lease has been issued.”

We also recommend adding the following language to the end of
proposed section 4(b) (2), page 5, line 24, to conform to present prac-
tices on National Forest System’s lands.

“Exploration licenses covering lands the surface of which is under
the jurisdiction of any Federal agency other than the Department of
the Interior may be issued only upon such conditions as it may pre-
scribe with respect to the use and protection of the nonmineral interests
in those lands.”

(10) Discovery of New Deposits—The Department is analyzing
alternative means of stimulating private exploration for leasable min-
erals other than coal, and intends to deal with these issues in the
ﬁdministrat‘ion’s proposal for a total revision of the Mineral Leasing

ct.

(11) Penalties—On page 5 and 6. We believe that the language in
HL.R. 3265 dealing with the assessment of fines, section 4, page 5 lines
24-25 and page 6 lines 1 and 2, should be amended. As presently drafted
the lan’%uage is worded in terms of what appears essentially to be a
¢riminal violation subject to payment of a fine. Confusion and litiga-
tion may result over the provisions dealing with data collected by a
violator. We would recommend that lines 24-25 on page 6 and lines 1-2
on page 7 of the existing bill be revised to read:

“Any person convicted of violating this section shall be required to
make available immediately to the Secretary all data collected by said
person on any Federal lands as a result of such violation. The Secre-
tary shall make any such data available to the public as soon as it is
practicable.” _
© (12) Length of Lease T'erms.—Section 5 of H.R. 3265 would require
a primary term of 10 years for each lease with readjustments of lease
terms every 5 years thereafter. If after 10 years coal is not produced
from lands under a lease, the lease would be terminated. There is also
a reference to the 10-year primary term on page 2, line 10. We strongly
recommend that the primary term be increased to 20 years.

All available information indicates that 10-year primary terms
would not increase coal development. On the contrary, they would dis-
courage development in many instances and could cause waste of coal
reserves. Ownership patterns of land and coal geology often necessitate
the leasing of land that will not be developed for over 10 years be-
cause it is only profitable for a lessee if he can develop the adjacent
lands first. If primary terms are too short, coal development on Fed-
eral lands in these cases would be discouraged and recoverable reserves
may be lost forever.

There are other problems with 10-year primary terms. First, manu-
facturers of mining equipment cannot meet orders within 6 years. Steel
shortages are causing increasing delays. These unavoidable delays
would seriously impede the ability of lessees to meet produetion re-
quirements within 10 years. Second, periods between the time when
decisions to build coal consuming plants are made and the time when
coal deliveries are needed are at least 8 to 10 years, and delivery com-
mitments are necessary before the construction of plants can begin.

-
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The lead times are longer for gasification plants. Third, 80 percent of
all coal is sold pursuant to long-term contracts which do not call for
deliveries for 10 to 15 years. Finally, a very significant advantage to
long-term reserves is that they minimize demand-supply lags and thus
improve our resource allocation and our ability to avoid fuel
shortages.

In addition, we feel that readjustment of lease terms should be every
10 years. More frequent readjustment would only create an unnecessary
administrative burden. .

We therefore urge that primary terms for coal leases be increased
to 20 years and readjustment of lease terms be increased to 10 years.
We favor provisions which reasonably encourage production, but we
do not favor attempts to encourage production by Imposing primary
terms of 10 years. All indications are that 10-year terms would only
serve to reduce production. )

(18) ‘Royalty and Rental Payments—On page 7, the language in
lines 12 through 15 would impose a minimum royalty based on a per-
cent of the sale price of coal. We recommend deletion of this provision.
Royalties are usually based on a percent of the “value” of the coal
rather than the “sale price” of the coal because coal that is produced
is often not actually sold and because the sale price, for one reason
or another, may be less than fair market value. The bill should give
the Secretary authority to set a minimum royalty rate, rather than
setting a minimum royalty. . - o

The provision on page 7 and the failure to include in line 17 the
word “rents” before “royalties” appears to eliminate the Secretary’s
authority to charge rentals. We oppose eliminating that authority, and
we recommend that subsection 7(a)(1) be amended to include (a)
prior to the sentence beginning at line 10, the following new sentence:
“The Secretary shall by regulation prescribe annual rentals on leases
of not less than $1 per acre or fraction thereof.” and (b) the addition of
“rents,” prior to the word “royalties” in line 17.

(14) Paying Quantities, on pa%e 7.—We recommend that the term
“paying quantities” in subsection 7(a) (1), lines 8 and 9, and its defini-
tion in subsection 7(a) g2), lines 21 through 24, be deleted and that
the following language be adopted in place of the first two sentences
of 7(a)y(1): '

“1(X <)30(al) lease shall be for a term of twenty years and for so long
thereafter as coal is continuously produced in quantities which, in the
judgment of the Secretary, would justify the continued operation of
the mine or mines.” ) ) i

The use of profitability as the yardstick for continuation of a lease 1s
administratively cumbersome and ultimately may be more costly.
Based on our experiences with the term “paying quantities” in oil and
gas leasing, we now foresee great difficulty in applying this term to
non-oil and gas leasing. The purpose of the provision is to ensure suf-
ficient development of Federal coal leases to justify continuation. Con-
trary to this mtent, however, the definition as stated in H.R. 3265 may
have the effect of terminating leases which are temporarily shut down,
in the early nonprofitable stages of production, or are producing at
levels which cover only part of production costs, or are being developed
as part of a larger mining unit containing several Federal or non-
Federal lease units.
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There may well be times in the production of coal from a particular
lease or leases where continued production would be in the public
interest in satisfying economic and energy needs, even though not
paying a profit to the lessee.

(15) Advance Royalty Payments, on pags 8.—The language of the
proviso beginning with “that” on line 6 and ending with “leessee,”
on line 8, in subsection 7(b) would appear to limit the Secretary’s
authority to seek or require advance royalty payments to limited cir-
cumstances outside of the control of the leasees. While it would be in
the public interest for the Secretary to permit advance royalties under
these limited circumstances, it is also in the public interest to allow
the Secretary discretion to accept advance royalties in lieu of con-
tinuous production. The inclusion of this concept is critical.

(16) Restriction in State Spending of Coal Revenue—Section 6 of
H.R. 3265 would give States greater flexibility in using their share
of moneys received under section 35 of the Mineral Leasing Act of
1920 (30 U.S.C. 191). We view the restrictions in section 85 of the Act
as no longer necessary. The Department has strongly endorsed the
concept of complete relaxation of the restrictions on State use of its
share of funds from mineral leasing activities and has objected to
previous proposals which were unnecessarily restrictive. Consistent
with this position, we therefore recommend that the spending restric-
tions on the States be repealed by deleting from section 35 of the Act
the words “for the construction and maintenance of public roads or
for the support of public schools or other public educational insti-
tutions.” This would give States complete discretion as to the expendi-
ture of coal and othér mineral leasing receipts from Federal lands.
~ (17) Noncompetitive Modifications of Leases.—Section 8 and 4 of
the Mineral Leasing Act (30 U.S.C. §§ 203, 204) provide for modifica-
tion and additions to leases without competition of not more than 2,560
acres. FL.R. 3265 would not affect these sections. As a general rule most
modifications or additions do not warrant competitive authorization.
However, such authorized modifications or additions to leaseholds
should not be used to circumvent the intention of a competitive sys-
tem. Therefore, we recommend that sections 8 and 4 be repealed, and
H.R. 3265 be amended to add, as section 9, the following language :

“(b) Any person, association, or corporation holding a lease of
coal lands on coal deposits under the provisions of this Act may with
the approval of the Sdcretary of the Interior, upon a finding by him
that 1t would be in the interest. of the United States, secure modifica-
tions of the original coal lease by including additional coal lands or
coal deposits contiguous to those embraced in such lease, but in no
event shall the total area added by such modifications to an existing
coal lease exceed one hundred and sixty acres (160), or add acreage
larger than that in the original leéase upon such terms and conditions
as the Secretary may prescribe.”

(18) As an added incentive to produce, provisions should be in-
cluded to allow annual rentals to be credited against royalties. We
recommend that H.R. 3265 be amended to add a section 10 as follows:
“10. All leases may be conditioned upon payment each year of an
annual rental in advance. Rentals paid for any one year shall be cred-
ited against royalties accruing for that year.”

(19) Although H.R. 3265 requires an exploration plan it does not
require an operation and reclamation plan. There is a real need for
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such a plan before the commencement of any activities under a lease
if those activities will significantly affect the environment. We recom-
mend that another subsection be added to section 7 of the Act of
February 25, 1920, as it would be amended by section 5 of H.R. 3265,
The new subsection should be placed on page 8 of H.R. 3265 before
line 12, and should read as follows:

“(c) Prior to taking any action on a leasehold which might cause
a significant disturbance of the environment, and not later than three
years after a lease is issued, the lessee shall submit for the Secretary’s
approval an operation and reclamation plan describing the manner in
which his activity will be conducted in a manner consistent with en-
vironmental regulations issued by the Secretary. As promptly as pos-
sible after the lessee submits a plan, the Secretary shall approve or
disapprove the plan or require that it be modified, Where the land
involved is under the surface jurisdiction of another Federal agency,
that other agency must consent to the terms of such approval. No
action that would significantly disturb the environment shall be taken
by the lessée until he has received appropriate Secretarial approval
of the operation and reclamation plan.”

The gﬂice of Management and Budget has advised that there is no
objection to the presentation of this report from the standpoint of the
Administration’s program.

Sincerely yours,
- Jack Horron,
Assistant Secretary of the Interior.

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,
Washington, D.C., April 21,1975.
Hon. James A. Harey, v
Chairman, Committee on Interior and Insular A ffairs,
House of Representatives, Washington, D.C.

Dear MR. CHAIRMAN : The Department of Agriculture would like
to offer its views on H.R. 8265, a bill “To amend the Mineral Leasing
Act of 1920, and for other purposes.”

The Department of Agriculture believes H.R. 3265 would provide
beneficial changes in the system of leasing Federally-owned coal.
Similar attention should be given to the laws governing the leasing
and disposal of other minerals, and we would prefer that broader
legislation be enacted. However, we have no objections to enactment
of H.R. 8265 if amended in accordance with amendments offered by
the Department of the Interior in its report of March 13, 1975, on the
bill. Because of our particular concern that mineral development on
National Forest System lands be accomplished in a manner that will
minimize its impact on surface resources and uses, we would like to ex-
pand upon the purpose of two of the amendments offered by the De-
partment of the Interior.

H.R. 3265 would amend the Mineral Leasing Act of 1920 (41 Stat.
437), as amended (30 U.S.C. 181 et seq.) as it applies to the leasing
of Federal-owned coal. The bill would change present law govern-
ing exploration for coal deposits and issuance of coal leases. The re-
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sponsibility for administration of the Mineral Leasing Act rests
with the Secretary of the Interior.,

Our interest in this bill relates to the fact that the Department of
Agriculture through the Forest Service is responsible for the ad-
ministration of 187 million acres of Federal land within the National
Forest System. The Mineral Leasing Act of 1920 applies directly to
National Forest lands reserved from the public domain—approxi-
mately 140 million acres. Mineral leasing on 47 million acres of ac-
quired National Forest lands is governed by the Mineral Leasing Act
for Acquired Lands. That Act incorporates the leasing provisions of
the Mineral Leasing Act of 1920 by reference. Approximately 614
million acres of land within the National Forest System are known
to be underlain with coal.

National Forests are Federal lands that are dedicated to specific
uses and purposes. These are best expressed in Multiple Use-Sustained
Yield Act of 1960. We believe the decision as to whether a particular
coal development lease should be issued on National Forest System
lands should rest with this Department on a consent basis. We have
the responsibility to administer the various surface resources and uses
to which the lands are dedicated. We have a longstanding familiarity
with these lands and the related expectations of people who have an
interest in those resources and uses. We are therefore in the best posi-
tion to evaluate the merits of a mineral development proposal in
relationship to its impacts on other resources and uses, and also
to evaluatec how such development might be accommodated in con-
junction with those uses. The Mineral Leasing Act for Acquired Lands
recognizes this principle and provides that no mineral deposits cov-
ered by that Act shall be leased except with the consent of the head
of the department having jurisdiction over the lands and subject to
such conditions as he may prescribe to insure the adequate utilization
of the lands for the primary purposes for which they were acquired
or are being administered. We believe a comparable provision should
be added to H.R. 3265, thereby establishing a uniform approach to
leasing on all of the National Forest System lands. To provide for
such authority, we recommend that a new subsection (2)(A)(2) be
added on page 3 of the bill as suggested in comment (4) of the report
of the Department of the Interior. It would read as follows:

“(2) (A) (2). Leases covering lands the surface of which is under
the jurisdiction of any Federal agency other than the Department of
the Interior may be issued only upon consent of the other Federal
agency and upon such conditions as it may prescribe with respect to
the use and protection of the non-mineral interests in those lands.”

. In recognition of the responsibility of the Federal agency having
Jurisdiction over the surface of lands, section 4 of the bill appro-
priately provides that a person holding an exploration license must
comply with that agency’s rules and regulations. Exploration activities
may result in significant surface disturbance and have considerable
impact on surface resources and uses. Control of such activities can best
be handled under the terms of the license. Therefore, we believe it
should be a requirement that licenses contain such conditions as the
Federal land administering agency deems necessary to protect surface
resources and uses. To provide for this requirement, we recommend
that language be added at the end of proposed section (2) (b) (2), on
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page 5, line 24, as suggested in comment (9) of the report of the De-
partment of the Interior. T would read as follows:

“Exploration licenses covering lands the surface of which is under
the jurisdiction of any Federal agency other than the Department of
the Interior may be issued only upon such conditions as it may pre-
seribe with respect to the use and protection of the nonmineral interests
in those lands.”

The Office of Management and Budget advises that there is no objec-
tion to the presentation of this report from the standpoint of the
Administration’s program.

Sincerely,
Rr1cmARD A. ASHWORTH,
Deputy Under Secretary.

U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.C., July 22, 1975.
Hon, James A. HaLEY, )
Chairman, Committee on Interior and Insular Affairs, House of
Representatives, Washington, D.C.

Drar Mr. Cuamman: H.R. 6721, formerly H.R. 3265, a bill “To
amend the Mineral Leasing Act of 1920, and for other purposes”, was
reported by the House Subcommittee on Mines and Mining on May 22,
1975. We wish to comment on H.R. 6721 and also on other proposed
amendments to the bill. . L

While we still prefer adoption of a comprehensive revision of the
mineral leasing laws to include all presently leasable mineral resources,
and intend to submit such legislation on this matter in the future, we
would approve of enactment of the subject bill, if amended in accord-
ance with the following comments: .

1. Leasing Tracts, page 2, line 10: H.R. 6721 would authorize the
Secretary to divide lands into leasing tracts which would “permit the
most economical mining of all ceal” mn such lands. In most instances,
all the coal in a tract will not be mined. Accordingly, we recommend
that the word “all” on line 13 be deleted in order to avoid a literal
interpretation of the word. .

9. Deferred Bonus Payments, page 2, line 14-19: H.R. 6721 would
amend the first sentence of section 2(a) of the Mineral Leasing Act, as
amended. It would require that not less than 50 percent of the total
acreage offered for lease by the Secretary in any one year shall be
leased under a system of deferred bonus payment. We agree that it
is desirable that the Secretary have the option to lease under a system
of deferred bonus payments. However, since the Department has never
sold coal with a deferred bonus payment, we have no experience with
such arrangement and do not know whether such a procedure will be
advantageous. Therefore, we believe the Secretary should not be con-
strained by the requirement that 50 percent of all acreage offered be
subject to deferred bonus payment. Rather the Secretary should be
given the discretion to offer leases under any competitive system which
he believes to be necessary to achieve the goals of timely development
and production and receipt of fair market value, or otherwise in the
public interest. N o .

The sentence, beginning on line 17 and continuing through line 19,
requires that if a lessee cancels his lease and if a portion of the bonus
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is still due, it shall become payable immediately. This sentence should
be revised so that any unpaid bonus would become payable whether
the lessee or the Secretary cancels the lease. We su,%ge§t the following
revision of this sentence: “Upon default or cancellation of any coal
lease for which bonus payments are deferred, any unpaid remainder
of the bid shall be immediately payable to the United States.”

3. Primary Terms, page 2, lines 22-25 and page 3, lines 1-11: Section
3 of H.R. ggm would amend the last sentence of section 2(&2l of the
- Mineral Leasing Act to prevent any person who holds or has held for
10 years a Federal coal lease which is not producing in commercial
quantities, from taking, holding, owning or controlling any lease
under this Act, and would prohibit the Secretary from issuing a lease
to such person. )

This section should be deleted. Although we favor early production,
there can be valid reasons for holding reserves under a Federal lease
for more than 10 years without development. This is particularly true
if the lease is part of a logical mining unit which is being developed.
Lead time for power plants is now generally approaching 10 years;
in many cases it now exceeds 10 years. The start-up period for a new
mine may be as long as 5 to 7 years. This provision might force an
uneconomic and perhaps more environmentally costly technique of
mining in order to avoid the limitation it would impose.

It should also be noted that the penalty for not producing within 10
years would not only be cancellation of the lease, but cancellation of
any other lease issued under the Mineral Leasing Act that the person,
association, or corporation holds. We recommend that this unusually
onerous subsection be deleted from the bill.

4. Land-Use Plan: Section 3 of H.R. 6721 would also amend section

3(A) (i) and (ii) of the Mineral Leasing Act to allow the Secretary
ta hold a lease sale in an area where the State has prepared a compre-
hensive land use plan where, because of non-Federal interest in the
surface or because the coal resources are insufficient, the cost of prepa-
ration of a Federal comprehensive land use plan cannot be justified.
Guidelines relating to public participation are provided for develop-
ment of such State comprehensive plans.
. We believe that it is undesirable to require that no lease can be
issued if it is located in an area not covered by a comprehensive land
use plan. In the event that a lease was proposed in an area where a
Federal land use plan was considered infeasible and a State plan did
not exist, a comprehensive environmental analysis would be prepared
and, if necessary, an environmental impact statement would be com-
pleted. Therefore, although the area was not covered by a land use
plan, the environmental impacts of such a lease would have been ade-
quately considered in the leasing decision. ‘

The Department, continues to urge adoption of the provisions it has
recommended on land-use plans in previous reports. The land-use
planning provisions proposed by the Department would not require
the preparation of land-use plans in every instance. For example,
under those provisions the Department would not be required to pre-

are plans for several tracts of coal land in Alabama which are either
isolated or of limited value. If plans are required for those lands,
whether they are prepared by the Secretary or the State, the cost
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might discourage the development of the coal when development
would benefit the local area. ) ) .

As a purely editorial note, we bring to your attention that the bill
does not explain how the series of paragraphs relating to land-use
plans on pages 3, 4, 5 and 6 fit into section 2 (a})) of the Mineral Leasing
Act of 1920, Furthermore, pages 1 through 4 of the bill would amend
the first and last sentences of section 2(a) of the Mineral Leasing Act,
but they make no reference to the middle sentence of section 2(a). It
is not clear how that middle sentence would appear in the Act in rela-
tion to the preceding and succeeding sentences which would be divided
into several subsections. . .

5. Public Hearings, page 4, lines 14-19 and page 5, lines 21-23 : Lines
14-19 on page 4 would require a public hearing before a proposed
land-use plan was adopted, and the last sentence in paragraph (C) on
page 5 would require public hearings before the issuance of each
lease. We recommend that a public hearing be required only once, as
specified in the Department’s report on H.R. 3265 as the bill was
introduced.

6. Study of Discovery Methods: Section 8 of H.R. 6721 would pro-
vide in section 2(a) (3) (C) of the Mineral Leasing Act that prior to
the issuance of any coal lease the Secretary shall consider the impacts
of the proposed mining on an impacted community or area, including
impacts on the environment, and evaluate and compare “the effects
of deep coal mining and surface mining on the recovery of coal by other
methods so as to achieve maximum recovery of coal within the pro-
posed leasing tract.” We are uncertain of the meaning of the second
sentence of the subsection and specifically of the wording, “on the
recovery of coal by other methods,” in the context of the sentence.

Additionally, we are bothered by the term “maximum recovery of
coal” which may be intended to mean the complete expoitation, re-
gardless of practical or economic considerations, of all coal within a
particular lease. We would suggest that this language be amended to
read “maximum economic recovery of coal.”

7. Maximum. FEconomic Recovery of Coal, page 6, lines 10-15: New
subsection 3(f) requires that before issuing a lease, the Secretary must
make an affirmative finding that the proposed methods of mining the
coal will insure maximum economic recovery. On page 1 of the bill,
the Secretary would be required to lease tracts in sizes that would
permit the most economical mining of coal. The latter requirement is
reasonable. However, the Secretary would usually not be in a posi-
tion at the time of issuance of a lease to determine which method of
extraction would insure maximum economic recovery of coal, as sub-
section 3(f) would require. A lease is generally issued before detailed
information is available. The Secretary would be better able to make
the determination after issnance when the lessee submitted his minin,
plan and when more complete environmental, as well as geologic an
geophysical information would be available. The approval of an op-
erating plan after a lease, as required in subsection 7(c) on pages 9
and 10, is granted would, in effect, accomplish the intent of this sub-
section. At that time, the Secretary would evaluate the proposed
methods of extraction in the mining plan and, if necessary, require
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alternative methods. Therefore, we recommend deletion of this sub-
section. Approval under subsection 7(c) would, we believe, constitute
such an “affirmative finding.”

8. E'xploration Licenses, pages 6 and 7: Regarding this section we
have a number of technical suggestions. First, the sentence appearin
on lines 13-14 of page 7 which reads: “An exploration license shal
confer no right to a lease under this Act”, would be more appropriate
after the word “fee” on line 25 of page 6. Second, on line 2 of page 7,
we suggest the addition of the words “and to such persons” after the
word “locations”. Third, we suggest that the sentence on line 5 of
page 7, beginning with the words “Each exploration license . . .”, be
divided into two sentences and revised to read as follows:

“An application for an exploration license shall identify general
areas and probable methods of exploration. Each exploration license
shall contain such reasonable conditions as the Secretary may require,
including conditions to insure the protection of the environment, and
shall be subject to all applicable Federal, State, and local laws and
regulations.” ’

We suggest this change because it is more appropriate that the pro-
posed methods of exploration and areas of exploration be specified in
the exploration application rather than on the exploration license.

9. Length of Readjustment Period : Subsection 7(a) of the Mineral
Leasing Act, as amended by section 5 of H.R. 6721, would require a
primary term of 20 years for each lease with readjustments of lease
terms every five years thereafter. We believe that readjustment of
lease terms should be every 10 years. More frequent readjustment
would only create an unnecessary administrative burden. We strongly
recommend that the readjustment term be increased to 10 years.

10. Royalty Payments, page 9, lines 6-10: Section 5 of H.R. 6721
would amend section 7 of the Mineral Leasing Act. It would require
royalty in the amount of not less than 10 percent of the value of the
coal, except that the Secretary would be authorized to determine a
lesser amount in “unusual circumstances.”

Ten percent is presently about the highest rate charged on either
Federal or non-Federal lands.

Additionally, a fixed minimum rate of 10 percent could make Fed-
eral leases uncompetitive in certain instances, forcing development of
private, Indian and State lands with possibly higher environmental
costs. Such a provision does not take into account different conditions
in different areas which should affect royalty rates and this could
have an adverse effect on small operations.

We strongly urge, therefore, that the minimum royalties of 10 per-
cent be eliminated.

Furthermore, the exception allowed for “unusual circumstances” is
vague and would be apt to invite litigation whenever the Secretary
imposed a royalty rate less than 10 percent. In previous drafts the ex-
ception was for underground mining. Under the present draft, it
would appear to be difficult to justify a royalty rate for underground
mining of less than 10 percent, since underground mining would prob-
ably not be “an unusual circumstance.” We also recommend that this
provision be deleted.

41

The Secretary should have the a uthority, after a lease has been
issued, to eithe?’ accept or reject advanced royalties n%‘heu of Prgdlcll(:i
tion. Accordingly on line 22 oflpage 9 a,flt(;,,r the word “payments” a
the words “subject to his annual approval. .

11. Federal ]Ewplo'r'ation Program, pages 10-15: New section 8A
would direct the Secretary of the Interior to conduct a com_prehenswle
exploratory program to obtain sufficient data and information to eval-
uate the extent, location anii p(i)tentlal for developing the coal re-

ces in the public domain lands. . .
s0I’III“hesprograx?l, as proposed, would be costly and time-consuming and
its benefits would not appear to justify the cost and effort. The G:alo-
logical Survey already knows the location of practically all coal et-;
posits on the public lands. These known coal deposits are sufficien
to meet the demands for coal leasing on public lands for many, many
ye&;JZVI‘Se. are strongly opposed to enactment of this provision._

We offer, only as examples of the oth:;' problems which we have

i is provision, the following comments: .
Wl‘egzta};szgfion 84 (, f)7: It is n%t possible to prepare “detailed geo-
logical and geophysical maps and reports of the coal lands subject
to this Act” within one year after the date of enactment of the Act,
particularly if the word “detailed” is interpreted to mean maps pre-
pared as the customary scale of 1 :24,000. On the average, it requires
six man-months to prepare a geologic map and resource report on one
1:24,000 quadrangle in the western coal lands. Equallyi 1t is unr:alslxgog-
able to anticipate that all such maps and reports cou d or sho h_e
revised every six months. We suggest that the second senter‘l‘ce of this
section be deleted and the following language substituted : “Explora-
tory activities leading to the preparation of such maps an(,i, reports
shall begin one year after the date of enactment of this Act. .

«Subsection 8A (g)”: This subsection requires that plans for a coa
lands exploration program be developed and submitted to Congress
within six months after the date of enacement of the Act. This require-
ment is reasonable, but it appears incongruous in light of the requlre(i
ment in “Section 8A (f)” that c§§1 lands maps and reports be prepare

ithin one year. See comment above. .
nglgfilb?sectgon 8A(AR)”: The Branch of Coal Resources drills many
holes to obtain stratigraphic information. In some cases it 18 not necﬁT-
sary or desirable to drill to the depth of the deepest known recovera 2
coal bed. The present language in this section could lead to a waste o
time and money through unnecessary deep drilling or to the elimina-
tion of shallow test holes that could provide valuable stratigraphic
information at low cost. We suggest(:i that any reference to a required

test holes be eliminated. o
de‘r‘)g};cfttgzzugg (R) (2)”: If the language in this Section includes the
type of stratigraphic drilling done by the Branch of Coal Resourcei)s,
it is unreasonable to expect that the location of all such holes can be
identified four months in advance of drilling operations. Stratigraphic
drilling is done to augment information obtained from surface map-
ping; and it may occur within one month after surface mapping ﬁs
completed or, indeed, while surface mapping 18 still in progress. The
probler here is to distinguish between drilling done to obtain geologic -
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maps and reports (“scientific drilling”) and drilling done to evaluate
coal lands for leasing purposes (“exp%oratory drilling”). Furthermore,
the Fublic‘ announcement of the locations of drill holes in advance of
drilling could very well lead to “well sitters” obtaining valuable re-
source information prior to its release to the public at large.

“Subsection 84 (h)(3)?: “Scientific drilling,” as described above,
is done at specific locations, perhaps only one per quadrangle, rather
than on a grid basis. Such drilling is not now considered a “major Fed-
eral action” so far as the National Environmental Policy Act of 1969
is concerned. Considering the randomness of this type of drilling and
the need to coordinate it with surface mapping, it should not be con-
sidered as a major Federal action.

“Subsection 84 (¢) (3)”: This subsection requires that the selection
and determination of areas for exploratory drilling and potential
leasing shall be considered a “major Federal action” for the purpose
of compliance with section 102(2) (¢) of the National Environmental
Policy Act of 1969. We believe that each such action should be exam-
ined on its own merits to determine whether or not it will result in im-
pacts which will significantly affect the quality of the human environ-
ment and, therefore, be considered a “major Federal action.”
Departmental procedures require such case-by-case analysis of Federal
action.

12. Restrictions on Use of Moneys Paid to States: We recommend
that all restrictions on State use of funds paid to the State from re-
ceipts under the Mineral Leasing Act be eliminated. Therefore sec-
tion 7, lines 8-17, page 15, should be changed to read:

“Section 7. Section 35 of the Mineral Lands Leasing Act (30 U.S.C.
191) is amended by striking out : ‘for the construction and maintenance
of public roads or for the support of public schools or other public
educational institutions’.” '

18. Public Utilities Preference on Military Lands, page 17, lines
3-15) : Section 10 of H.R. 6721 would amend section 3 of the Mineral
Leasing Act for Acquired Lands to permit a governmental entity
which produces electricity for sale to the public to lease lands set apart
for military or naval purposes if such governmental entity is located
in the State in which such lands are located. We believe that Federal
coal resources should be leased on a competitive basis in all cases with-
out preferential treatment for a selected consumer. This section should
be deleted.

14. Logical Mining Units: H.R. 6721 does not contain specific au-
thority for the Secretary to consolidate leases into logical mining units
so that production within a unit rather than on a single lease would
satisfy diligence requirements. Authority to unitize leases would give
the Secretary and lessees greater flexibility in planning the develop-
ment of leases so that there is the greatest recovery of coal with a mini-
mum impact on the environment. This authority would be particu-
larly valuable in planning for the development of lands where some
tracts are federally owned and some privately owned. Mining units
could then be designated to encompass private lands, thus ensuring
the development of isolated Federal tracts which ordinarily might not
be developed.
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We therefore recommend that in order to authorize unitization, the
following new section 4 be added on page 6 to read as follows and that
the subsequent sections be renumbered accordingly :

“Subject to valid rights, subsection 2(c) and (d) of the Act of
August 31, 1964, 78 Stat. 710, 30 U.S.C. § 201-1, is amended to read
as follows:

“(c) At the discretion of the Secretary, leases issued under this sec-
tion may, in the interest of conservation or in the public interest, be
consolidated into logical mining units. The Secretary may require
among things that (1) production on any lease in a logical mining unit
will be construed as production on all leases in that unit, (2) the
rentals and royalties for all Federal leases in a logical mining unit
may be combined, and advanced royalties paid for any lease within
a logical mining unit may be credited against such combined royalties,
and (3) leases issued before the date of enactment of this Act may be
included with the consent of all leasees in such logical mining unit, and,
if so included, shall be subject to the provisions of this section. )

“(d) By regulation the Secretary may require a lessee under this
Act to form a logical mining unit, and may provide for the determina-
tion of participating acreage within a unit.”

15. Antitrust Amendment: As to the proposed new amendment cap-
tioned “antitrust provisions—new section 27(1) :”” the Secretary pres-
ently and continually examines antitrust questions in coordination
with the Federal Trade Commission. Leases are not “renewed” accord-
ing to the Mineral Leasing Act of 1920 but their terms are subject
to readjustment after the primary term. The use of the word “renewal”
in the proposed amendment implies that the Secretary does not have
to grant a lease after the expiration of the primary term. This is a
significant variation from readjustment of terms after expiration of
the primary term, and is not in keeping with the provisions of the
Mineral Leasing Act. In addition, this proposed amendment would
precipitate cumbersome procedures to resolve issues presently being
examined by the Department of the Interior.

We do not favor this amendment.

16. Railroad Amendment: The proposed new amendment to repeal
subsection 2(c) of the Mineral Leasing Act of 1920 (30 U.S.C. 202)
would remove the restriction which prevents railroads from obtaining
or holding a permit or lease for any coal deposit. Presently they can
hold such leases only for their own use for railroad purposes.

We do not believe that there is a sound reason to prohibit railroads
from leasing coal today ; therefore we would support this amendment
if amended to include a proviso that such lessees could not give pref-
erential treatment to the hauling of coal from such lease over its rail-
road lines. . .

The Office of Management and Budget has advised that there is no
objection to the presentation of this report from the standpoint of the
Administration’s program.

Sincerely yours,
Jack HorToON,
Assistant Secretary of the Interior.
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Cuaxces 1x Existine Law

In compliance with clause 3 of rule XTIIT of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :

MineraL Lanps LEasiNne Act
(41 Stat. 437; 30 U.S.C. 181, et seq.)

* * * R * * *
COAL

Skc. 2. (a) [The Secretary of the Interior is authorized to divide
any of the coal lands or the deposits of coal, classified and unclassified,
owned by the United States, into leasing tracts of forty acres each,
or multiples thereof, and in such form as, in his opinion, will permit,
the most economical mining of the coal in such tracts, and thereafter
he shall, in his discretion, upon the request of any qualified applicant
or on his own motion, from time to time, offer such lands or deposits
of coal for leasing, and shall award leases thereon by competitive bid-
ding or by such other methods as he may by general regulations adopt,
to any qualified applicant.] (Z) The Secretary of the Interior is au-
thorized to divide any lands subject to this Act which have been classi-
fied for coal leasing into leasing tracts of such size as he finds appro-
priate and in the public interest and which will permit the mining of
all coal which can be economically extracted in such tract and there-
after he shall, in his discretion, upon the request if any qualified appli-
cant or on his own motion, from time to time, offer such lands for
leasing and shall award leases thereon by competitwe bidding. No less
than 50 per centum of the total acreage offered for lease by the Secre-
tary in any one year shall be leased under a system of deferred bonus
payment. Upon default or cancellation of any coal lease for which
bonus payments are due, any unpaid remainder of the bid shall be
immediately payable to the United States. A reasonable number of
leasing tracts shall be reserved and offered for lease in accordance with
this section to public bodies, including Federal agencies, rural elec-
tric cooperatives, or nonprofit corporations controlled by any of such
entities: Provided, That the coal so offered for lease shall be for use by
such entity or emtities in implementing a definite plan to produce
energy for their own use or for sale to their members or customers (ex-
cept for short-term sales to others). No bid shall be accepted which. is
less than the fair market value, as determined by the Secretary, of the
coal subject to the lease. Prior to his determination of the fair market
value of the coal subject to the lease, the Secretary shall giwe opportu-
nity for and consideration to public comments on the fair market
value. Nothing in this section shall be construed to require the Sec-
retary to make public his judgment as to the fair market value of the
coal to be leased, or the comments he receives thereon prior to the
issuance of the lease. He is hereby authorized, in awarding leases
for coal lands improved and occupied or claimed in good faith, prior
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to February 25, 1920, to consider and recognize equitable rights of
such occupants or claimants. [No competitive lease of coal shall be
approved or issued until after the notice of the proposed offering for
lease has been given in a newspaer of general circulation in the county
in which the lands are situated in accordance with regulations pre-
scribed by the Secretar}zwa.}

(2) The Secretary shall not issue a lease or leases under the terms
of this Act to any persom, association, corporation, or any subsidiary,
affiliate, or persons controlled by or under common control with such
person, association, or corporation, where any such entity holds a
lease or leases issued by the United States to coal deposits and has held
such lease or leases for a period of fifteen years when such entity is
not, ewcept as provided for in section 7 (b) of this Act, producing coal
from the lease deposits in commercial quantities. In computing the
fifteen-year period referred to in the preceding sentence, periods of
time prior to the date of enactment of the Federal Coal Leasing
Amendments Act of 1975 shall not be counted. .

(8) (A) (2) No lease sale shall be held unless the lands containing
the coal deposits have been included in a comprehensive land-use plan
and such sale is compatible with such plan. The Secretary of the In-
terior shall prepare such land-use plans on lands under his responst-
bility where such plans have not been previously prepared. T he Sec-
retary of the Interior shall inform the Secretary of Agriculture of
substantial development interest in coal leasing on lands within the
National Forest System. Upon receipt of such notification from the
Secretary of the Interior, the Secretary of Agriculture shall prepare
a comprehensive land-use plan for such areas where such plans have
not been previously prepared. The plan of the Secretary of Agricul-
ture shall take into consideration the proposed coal development in
these lands : Provided, That where the Secretary of the Interior finds
that because of non-Federal interest in the surface or because the coal
resources are insufficient to justify the preparation cost of a Federal
comprehensive land-use plan, the lease sale can be held if the lands
containing the coal deposits have been included in either a compre-
hensive land-use plan prepared by the State within which the lands
are located or a land use analysis prepared by the Secretary of the
Interior.

(¢0) In preparing such land-use plans, the Secretary of the In-
terior or, in the case of lands within the National Forest System, the
Secretary of Agriculture, or in the case of a finding by the Secretary
of the Interior that because of non-Federal interests in the surface or
insufficient Federal coal, no Federal comprehensive land-use plans can
be appropriately prepared, the responsible State entity shall consult
with appropriate State agencies and local governments and the general
public and shall provide an opportunity for public hearing on proposed
plans prior to their adoption, if requested by any person having an in-
telrest which i3, or may be, adversely affected by the adoption of such
plans.

(#2) Leases covering lands the surface of which is under the juris-
diction of any Federal agency other than the Department of the In-
terior may be issued only upon consent of the other Federal agency
and upon such conditions as it may prescribe with respect to the use .
and protection of the nonmineral interests in those lands.
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(B) Each land-use plan prepared by the Secretary (or in the case
of lands within the National Forest System, the Secretary of Agricul-
“ture pursuant to subparagraph (A)(<)) shall include an assessment
of the amount of coal deposits in such land, identifying the amount of
such coal which i recoverable by deep mining operations and the
amount of such coal which s recoverable by surface mining operations.

(€Q) Prior to issuance of any coal lease, the Secretary shall consider
effects which mining of the proposed lease might have on an impacted
community or area, including, but not limited to, impacts on the en-
vironment, on agricultural and other economic activities, and on pub-
lic services. Prior to issuance of a lease, the Secretary shall evaluate
and compare the effects of recovering coal by deep mining, by surface
mining, and by any other method to determine which method or meth-
ords or sequence of methods achieves the maximum economic recovery
of the coag within the proposed leasing tract. This evaluation and com-
parison by the Secretary shall be in writing but shall not prohibit the
tssuance of a lease; however, no mining operating plan shall be ap-
proved which. is not found to achieve the maximum economic recovery
of the coal within the tract. Adequate public hearings in the area shall
be held by the Secretary prior to approval of the lease.

(D) No competitive lease of coal shall be approved or issued until
after the notice of the proposed offering for lease has been given once
‘@ weele for three consecutive weeks in a newspaper of general circula-
tion in the county in which the lands are situated in accordance with
regulations prescribed by the Secretary. :

(E) Each codl lease shall contain provisions requiring compliance
with the Federal Water Pollution Control Act (33 U.8.C. 1151-
1175) and the Clean Air Act (42 U.S.0. 1857 and following).

L[(b) Where prospecting or exploratory work is necessary to deter-
mine the existence or workability of coal deposits in any unclaimed,
undeveloped area, the Secretary of the Interior may issue, to appli-
cants qualified under this Act, prospecting permits for a term of two
years, for not exceeding five thousand one hundred and twenty acres;
and if within said period of two years thereafter the permittee shows
to the Secretary that the land contains coal in commercial quantities,
the permittee shall be entitled to a lease under this Act for all or part
of the land in his permit.

Any coal prospecting permit issued under this section may be
extended by the Secretary for a period of two years, if he shall find
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 by the permit and desires to prosecute further
prospecting or exploration, or for other reasons in the opinion of the
Secretary warranting such extension.]

(8) (1) The Secretary may, under such regulations as he may pre-
scribe, issue to any person an exploration license. No person may con-
duct coal exploration for commercial purposes for any coal on lands
subject to this Act without such an exploration license. Each explora-
tion license shall be for a term of not more than two years and shall be
subject to a reasonable fee. An exploration license shall confer no right
to a lease under this Act. The issuance of exploration licenses shall not
preclude the Secretary from issuing coal leases at such times and loca-
tions and to such persons as he deems appropriate. No exploration.

«
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license will be issued for any land on which. a coal lease has been issued.
A separate exploration license will be required for ewlplo'ration in each
State. An application for an exploration license shall identify general
areas and probable methods of exploration. Each exploration license
shall contain such reasonable conditions as the Secretary may require,
including conditions to insure the protection of the environment, and
shall be subject to all applicable Federal, State, and local laws and reg-
ulations. Upon violation of any such conditions or laws the Secretary
may revoke the exploration license.

(2) A licensee may not cause substantial disturbance to the natural
land surface. He may not remove any coal for sale but may remove a
reasonable amount of coal from the lands subject to this Act included
under his license for analysis and study. A licensee must comply with
all applicable rules and regulations of the Federal agency having juris-
diction over the surface of the lands subject to this Act. Exploration
licenses covering lands the surface of which is under the jurisdiction
of any Federal agency other than the Department of the Interior may
be issued only upon such conditions as it may prescribe with respect
to the use and protection of the nonmineral interests in those lands.

(3) Thelicensee shall furnish to the Secretary copies of all data (in-
cluding, but not limited to, geological, geophysical, and core drilling
analyses) obtained during such exploration. The Secretary shall main-
tain the confidentiality of all data so obtained until after the areas
involved have been leased or until such time as he determines that
making the data available to the public would not damage the com-
petitive position of the licensee, whichever comes first.

(4) Any person who willfully conducts coal exploration for com-
mercial purposes on lands subject to this Act without an exploration
license issued hereunder shall be subject to a fine of not more than
$1.000 for each day of violation. All data collected by said person on
any Federal lands as a result of such violation shall be made immedi-
ately available to the Secretary, who shall make the data available to
the public as soon as it is practicable. No penalty under this subsection
shall be assessed unless such person is given notice and opportunity for
a hearing with respect to such violation.

* * * * * * *

(d) (1) The Secretary, upon determining that maximum economic
recovery of the coal deposit or deposits is served thereby. may approve
the consolidation of coal leases into a logical mining wnit. Such con-
solidation may only take place after a public hearing, if requested by
any person whose interest is or may be adversely affected, A logical
maning unit is an area of land in which the coal resources can be de-
veloped in an efficient, economical, and orderly manner as @ unit with
due regard to conservation of coal reserves and other resources. A logi-
cal mining unit may consist of one or more Federal leaseholds, and may
include intervening or adjacent lands in which the United States does
not own the coal resources, but all the lands in a logical mining unit
must be under the effective control of a single operator, be able to be
developed and operated as a single operation and be contiguous.

(2) After the Secretary has approved the establishment of a logical
mining unit, any mining plan approved for that unit must require
such diligent development, operation, and production that the re-
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serves of the entire unit will be mined within a period established by
the Secretary which shall not be more than forty years.

(8) In approving a logical mining unit, the Secretary may provide,
among other things, that (i) diligent development, continuous opera-
tion, and production on any Federal lease or non-Federal land in the
logical mining unit shall be construed as occurring on all Federal
leases in that logical mining unit, and (ii) the rentals and royalties for
all Federal leases in a logical mining unit may be combined, and ad-
vanced royalties paid for any lease within a logical mining unit may
be credited against such combined royalties.

(4) The Secretary may amend the provisions of any lease included
in a logical mining unit so that mining under that lease will be con-
sigtent with the requirements imposed on that logical mining unit.

(5) Leases issued before the date of enactment of this Act may be
included with the consent of all lessees in such logical mining unit,
and, if so included, shall be subject to the provisions of this section.

(6) By regulation the Secretary may require a lessee under this Act
to form a logical mining unit, and may provide for determination of
participating acreage within a unit.

(7) No logical mining unit shall be approved by the Secretary if the
total acreage (both Federal and non-Federal) of the umit would ex-
ceed twenty-five thousand acres.

(8) Nothing in this section shall be construed to waive the acreage
limitations for coal leases contained in section 27(a) of the Mineral
Lands Leasing Act (30 U.S.C. 184(a))

Skc. 3. [That any] Any person, association, or corporation holding
a lease of coal lands or coal deposits under the provisions of this Act
may[[,] with the approval of the Secretary of the Interior, upon a
finding by him that it [will be for the advantage of the lessee and]}
would be in the interest of the United States, secure modifications of
[his or itsJ the original coal lease by including additional coal lands
or coal deposits contiguous to those embraced in such lease, but in no
event shall the total area [embraced in such modified lease exceed in
the aggregate two thousand five hundred and sixty acres.] added by
such modifications to an existing coal lease exceed one hundred sizty
acres, or add acreage larger than that in the original lease. The Secre-
tary shall prescribe terms and conditions which shall be consistent
with this Act and applicable to all of the acreage in such modified
lease.?

[Skc. 4. That upon satisfactory showing by any lessee to the Secre-

tary of the Interior that all of the workable deposits of coal within
a tract covered by his or its lease will be exhausted, worked out, or
removed within three years thereafter, the Secretary of the Interior
may, within his discretion, lease to such lessee an additional tract of
land or coal deposits, which, including the coal area remaining in the
existing lease, shall not exceed two thousand five hundred and sixty
acres, through the same procedure and under the same conditions as
in case of an original lease.] ®
R * * * * * *

[Skc. 7. That for the privilege of mining or extracting the coal in
the lands covered by the lease the lessee shall pay to the United States

1 This amendment is made “‘subject to valid existing rights’.
2 This amendment is made “subject to valid existing rights". "
* The repeal of section 4 {s made “subject to valid existing rights”.
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such royalties as may be specified in the lease, which shall be fixed in
advance of offering the same, and which shall not be less than 5 cents
per ton of two thousand pounds, due and payable at the end of each
third month succeeding that of the extraction of the coal from the
mine, and an annual rental, payable at the date of such lease and
annually thereafter, on the lands or coal deposits covered by such
lease, at such rate as may be fixed by the Secretary of the Interior
prior to offering the same, which shall not be less than 25 cents per
acre for the first year thereafter, not less than 50 cents per acre for
the second, third, fourth, and fifth years, respectively, and not less
than $1 per acre for each and every year thereafter during the con-
tinuance of the lease, except that such rental for any year shall be
credited against the royalties as they accrue for that year. Leases shall
be for indeterminate periods upon condition of diligent development
and continued operation of the mine or mines, except when such opera-
tion shall be interrupted wy strikes, the elements, or casualties not
attributable to the lessee, and upon the further condition that at the
end of each twenty-year period succeeding the date of the lease such
readjustment of terms and conditions may be made as the Secretary
of the Interior may determine, unless otherwise provided by law at
the time of the expiration of such periods: Provided, That the Secre-
tary of the Interior may, if in his judgment the public interest will be
subserved thereby, in lieu of the provision herein contained requiring
continuous operation of the mine or mines, provide in the lease for
the payment of an annual advance royalty upon a minimum number
of tons of coal, which in no case shall aggregate less than the amount
of rentals herein provided for: Provided further, That the Secretary
of the Interior may permit suspension of operation under such lease for
not to exceed six months at any one time when market conditions are
such that the lease can not be operated except at a loss.]

See. 7. (a) A coal lease shall be for a term of twenty years and for
so lomg thereafter as coal is produced annually in commercial quanti-
ties from that lease. Any lease which is not producing in commerciol
quantities at the end of fifteen years shall be terminated. The Secretary
shall by regulation prescribe annual rentals on leases. A lease shall re-
quire payment of a royalty in such amount as the Secretary shall de-
termine of not less than 12Y% per centum of the value of coayiy as defined
by regulation, except the Secretary may determine a lesser amount in
the case of coal recovered by underground mining operations. The lease
shall include such other terms and conditions as the Secretary shall
determine. Such rentals and royalties and other terms and conditions
of the lease will be subject to readjustment at the end of its primary
term of twenty years and at the end of each ten-year period thereafter
if the lease is extended.

() Each lease shall be subject to the conditions of diligent develop-
ment and, continued operation of the mine or mines, except where oper-
ations wunder the lease are interrupted by strikes, the elements, or
casualties not attributable to the lessee. The Secretary of the Interior,
upon determining that the public interest will be served thereby, may
suspend the condition of continued operation upon the payment of
advance royalties. Such advance royalties shall be no less than the
production royalty which would otherwise be paid and, shall be com-
puted on a fixed reserve to production ratio (determined by the Secre
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tary). The aggregate number of years during the period of any lease
for which advance royaltics may be accepted in lieuw of the condition
of continued operation shall not exceed fifteen. The amount of any
production royalty paid for any year shall be reduced (but not below
0) by the amount of any advance royalties paid under such lease to the
ewtent that such advance royalties have not been used to reduce pro-
duction royalties for a prior year. No advance royalty paid during the
initial twenty-year term of a lease shall be used to reduce a production
royalty after the twentieth year of a lease. The Secretary may, upon six
months’ notification to the lessee cease to accept advance royalties in
liew of the requirement of continued operation. Nothing in this sub-
section shall be construed to affect the requirement contained in the
second sentence of subsection (a) relating to comumencement of pro-
duction at the end of fifteen years.

(¢) Prior to taking any action on a leasehold which might couse a
significant disturbance of the environment, and not later than three
years after a lease is issued, the lessee shall submit for the Secretary’s
approval an operation and reclamation plan. The Secretary shall ap-
prove or disapprove the plan or require that it be modified. Where
the land involved is under the surface jurisdiction of another Federal
agency, that other agency must consent to the terms of such approval.

* * * * * * *

Sec. 84, (a) The Secretary is authorized and directed to conduct a
comprehensive exploratory program designed to obiain sufficient data
and information to evaluate the extent, location, and potential for de-
veloping the known recoverable coal resources within the coal lands
subject to this Act. This program shall be designed to obtain the re-
source information necessary for determining whether commercial
quantities of coal are present and the geographical extent of the coal
flelds and for estimating the amount of such coal which is recoverable
by deep mining operations and the amount of such coal which is recov-
erable by surface mining operations in order to provide a basis for—

(1) deweloping a comprehensive land wuse plan pursuant to
section 2;

(2) improving the information regarding the value of public
resources and revenues which should be expected from leasing;

(3) increasing competition among producers of coal, or prod-
wucts derived from the conversion of coal, by providing data and
information to all potential bidders equally and equitably;

(4) providing the public with information on the nature of the
coal deposits and the associated stratum and the value of the pub-
lic resources being offered for sale; and

(8) providing the basis for the assessment of the amount of coal
deposits in those lands subject to this Act under subparagraph
(B) of section 2(a) (3).

(b) The Secretary. through the United States Geological Survey,
@8 authorized to conduct seismic, geophysical, geochemical, or strati-
graphic drilling, or to contract for or purchase the results of such ex-
ploratory activities from commercial or other sources which may be
needed to implement the provisions of this section.

(¢) Nothing in this section shall limit any person from conducting
exploratory geophysical surveys including seismic, geonhysical, chem-
ical surveys to the extent permitted by section 2(b). The inforn.ation
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obtained from the exploratory drilling carried out by a person not
under contract with the United States Government for such drilling
prior to award of a lease shall be provided the confidentiality pursuant
to subsection (d).

(d) The Secretary shall make available to the public by appropri-
ate means all data, information, maps, interpretations, and surveys
which are obtained directly by the Department of the Interior or under
a service contract pursuant to subsection (b). The Secretary shall
maintain a confidentiality of all proprietary data or information pur-
chased from commercial sources while not under contract with the
ZUMitfid States Government until after the areas involved have been
eased.

(e) AU Federal departments or agencies are authorized and directed
to provide the Secretary with any information or data that may be
deemed necessary to assist the Secretary in implementing the explora-
tory program pursuant to this section. Proprietary information or
data provided to the Secretary under the provisions of this subsection
shall remain confidential for such period of time as agreed to by the
head of the department or agency from whom the information s re-
quested. In addition. the Secretary is authorized and directed to utilize
the existing capabilities and resources of other Federal departments
and agencies by appropriate agreement.

(f) The Secretary is directed to prepare, publish, and keep current
a series of detailed geological, and geophysical maps of, and reports
concerning. all coal lands to be offered for leasing under this Act,
based on data and information compiled pursuant to this section.
Such maps and reports shall be prepared and revised at rea-
sonable intervals beginning eighteen months after the date of enact-
ment of this Act. Such maps and reports shall be made available on a
continuing basis to any person on request. ,

(9) Within siz months after the date of enactment of this Act, the
Secretary shall develop and transmit to Congress an implementation
plan for the coal lands exploration program authorized by this section,
including procedures for making the data and information available
to the public pursuant to subsection (d), and maps and. reports pur-
suant to subsection (f). The implementation plan shall include a pro-
jected schedule of erploratory activities and identification of the
regions and, areas which will be explored under the coal lands explora-
tion proaram during the first five years following the enactment of
this section. In addition, the implementation plon shall include esti-
mates of the appropriations and stoffing required to smplement the
coal lands exploration program.

(R) The stratigraphic drilling authorized in subsection (b) shall be
carried out in such a manner as to obtain information pertaining to
all recoverable reserves. For the purpose of compluing with subsection
(a). ﬂze Seeretary shall require all those authorized to conduct strati-
araphic drilling pursuant to subsection (B) to sunply o statement of
the results of test borina of core sampling includinag logs of the drill
holes; the thickness of the coal senms found.: o analysis of the chemi-
cal promerties of such coal: and an onalusis of the strata lavers lying
above all the seams of conl. ANl drilling activities shall be conducted
using the best current technology and practices.
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Src. 8B. Within six months after the end of each fiscal year, the Sec-
retary shall submit to the Congress a report on the leasing and pro-
duction of coal lands subject to this Act during such fiscal year; a sum-~
mary of management,; supervision, and enforcement activities; and
recommendations to the Congress for improvements in management,
environmental safequards, and amount of production in leasing and
mining operations on coal lands subject to this Act. Each submission
shall also contain a report by the Attorney General of the United
States on competition in the coal and energy industries, including an
analysis of whether the antitrust provisions of this Act and the anti-
trust laws are effective in preserving or promoting competition in the
coal or energy industry.

* * % * * * *

Skc. 27. (a) (1) No person, association, or corporation [shall take,
hold, own, or control at one time, whether acquired directly from the
Secretary under this Act or otherwise, coal leases or permits on an ag-
gregate of more than forty-six thousand and eighty acres in any one
State.], or any subsidiary, offiliate, or persons controlled by or under
common control with such person, association, or corporation shall
take, hold, own or control at one time, whether acquired directly from
the Secretary under this Act or otherwise, coal leases or permits on an
aggregate of more than forty-siz thousand and eighty acres in any one
State and in no case greater than an aggregate of one hundred thou-
sand acres in the United States: Provided, That any person, associa-
tion, or corporation currently holding, owning, or controlling more
than an aggregate of one hundred thousand acres in the United States
on the date of enactment of this section shall not be required on account
of this section to relinquish said leases or permits: Provided, further,
That in no case shall such person, association, or corporation be per-
mitted to take, hold, own, or control any further Federal coal leases
or permits until such time as their holdings, ownership, or control of
Federal leases or permits has been reduced below an aggregate of one
hundred thousand acres within the United States. .

L(2) A person, association, or corporation may apply for coal leases
or permits for acreage in addition to that which is permissible under
paragraph (1) of this subsection, but the additional acreage shall not
exceed five thousand one hundred and twenty acres in any one State.
Each application shall be for forty acres or a multiple thereof and
shall contain a statement that the granting of a lease or permit for the
additional lands is necessary to enable the applicant to carry on busi-
ness enconomically and that it is believed to be in the public interest.
On the filing of such an application, the coal deposits in the lands
covered by it shall be temporarily set aside and withdrawn from all
forms of disposal under this Act. The Secretary shall, after posting
notice of the pending application in the local land office, conduct pub-
lic hearings on it. After such hearings the Secretary may, under such
regulations as he may prescribe and to such extent as he finds to be in
the public interest and necessary to enable the applicant to carry on
business economically, permit the applicant to take and hold coal leases
or permits for additional acreage as hereinbefore provided. The Secre-
tary may, in his own discretion or whenever sufficient public interest is
manifested, reevaluate a lessee’s or permittee’s need for all or any
part of the additional acreage and may cancel any lease or permit
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covering all or any part of such acreage if he finds that cancellation is
in the public interest or that the coal deposits in said acreage are no
longer necessary for the lessee or permittee to carry on business eco-
nomically or that the lessee or permittee has divested himself of all or
any part of his first ten thousand two hundred and forty acres or no
longer has facilities which, in the Secretary’s opinion, enable him to
exFloit the deposits under lease or permit. No assignment, transfer, or
sale of any part of the additional acreage may be made without the
approval of the Secretary.J*
* * - * * %* * *

(2) (1) At each stage in the formulation and promulgation of rules
and. regulations concerning coal leasing pursuant to this Act, and at
each stage in the issuance, renewal, and readjustment of coal leases
under this Act, the Secretary of the Interior shall consult with and
give due consideration to the views and advice of the Attorney General
of the United States.

(2) No coal lease may be issued, renewed, or readjusted under this
Act until at least thirty days after the Secretary of the Interior noti-
fies the Attorney General of the proposed issuance, renewal, or read-
justment. Such notification shall contain such information as the At-
torney General may require in order to advise the Secretary of the
Interior as to whether such lease would create or maintain o situa-
tion inconsistent with the antitrust laws. If the Attorney General
advises the Secretary of the Interior that o lease would create or
maintain such a situation, the Secretary of the Interior may not issue
such lease, nor may he renew or readjust such lease for a period not to
exceed ome year, as the case may be, unless he thereafter conducts a
public hearing on the record in accordance with the Administrative
Procedures Act and finds therein that such issuance, renewal, or read-
justment is necessary to effectuate the purposes of this Act, that it is
consistent with. the public interest, and that there are no reasonable
qliemt&ves consistent with this Act, the antitrust laws, and the public
wnierest.

(3) Nothing in this Act shall be deemed to comvey to any person,
association, corporation, or other business organization immunity from
cwil or criminal liability, or to create defenses to actions, under any
antitrust law.

(4) As used in this subsection, the term “antitrust law” means—

(A) the Act entitled “An Act to protect trade and commerce
against unlowful restraints and monopolies”, approved July 2,
1890 (16 U.8.C. 1 et seq.) , as amended;

(B) the Act entitled “An Act to supplement existing laws
against unlawful restraints and monopolies, and for other pur-
poses”, approved October 15, 1914 (15 U.S.C. 12 ot seq.), as
amended ; .

(C) the Federal Trade Commission Act (15 U.S.C. 41 et seq.),
as amended;

(D) sections 73 and 7} of the Act entitled “An Act to reduce
tavation, to provide revenue for the Government, and for other
purposes”, approved August 27, 1894 (16 U.S.C. 8 and 9), as
amended; or : _

¢ The repeal of subsectlon 27(a)(2) is made “subject to valld existing rights”.
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(E) the Act of Jume 19, 1936, chapter 592 (15 U.S.C. 13, 13a,
. 18b, and 21a).

%* * * %* * * *

Skc. 35. All money received from sales, bonuses, royalties, and
rentals of public lands under the provisions of this Act and the Geo-
thermal Steam Act of 1970, notwithstanding the provisions of sec-
tion 20 thereof, shall be paid into the Treasury of the United States;
3714 per centum thereof shall be paid by the Secretary of the Treasury
as soon as practicable after December 31 and June 30 of each year to
the State or the Territory of Alaska within the boundaries of which
the leased lands or deposits are or were located ; said moneys to be
used by such State, Territory, or subdivisions thereof for the construc-
tion and maintenance of public roads or for the support of public
schools or other public educational institutions, as the legislature of
the State or Territory may direct; and, excepting those from Alaska,
[5214] 40 per centum thereof shall be paid into, reserved and appro-
priated, as a part of the reclamation fund created by the Act of Con-
gress known as the Reclamation Act, approved June 17, 1902, and of
those from Alaska 5214 per centum thereof shall be paid to the Terri-
tory of Alaska for disposition by the Legislature of the Territory of
- Alaska, and of those from Alaska 5215 per centum thereof shall be

paid to the State of Alaska for disposition by the legislature thereof:

Provided, That all moneys which may accrue to the United States
under the provisions of this Act and the Geothermal Steam Act of
1970 from lands within the naval petroleum reserves shall be deposited
in the Treasury as “miscellaneous receipts”, as provided by the Act of
June 4, 1920 (41 Stat. 813), as amended June 30, 1938 (52 Stat. 1252,
34 U.S.C,, sec. 524) [.J: Provided further, That an additional 12V per
centum of all moneys received from sales, bonuses, royalties, and ren-
tals of public lands under the provisions of this Act and the Geo-
thermal Steam Act of 1970 shall be paid by the Secretary of the
Treasury as soon as practicable after December 31 and June 30 of each
year to the State within the boundaries of which the leased lands or
deposits are or were located; said additional 1% per centum of all
moneys paid to any State on or after January 1, 1976, shall be used by
such State and its subdivisions as the legislature of the State may
direct giving priority to those subdivisions of the State socially or
economically impacted by development of mimerals leased under this
Act for (1) planning, (2) construction and maintenance of public
facilities, and (3) provision of public services. All moneys received
under the provisions of this Act and the Geothermal Steam Act of
1970 not otherwise disposed of by this section shall be credited to
miscellaneous receipts.
* * * * * * *

Skc. 39. The Secretary of the Interior, for the purpose of encourag-
ing the greatest ultimate recovery of coal, oil, gas, oil shale, phosphate,
sodium, potassium and sulfur, and in the interest of conservation of
natural resources, is authorized to waive, suspend, or reduce the rental,
or minimum royalty, or reduce the royalty on an entire leasehold, or on
any tract or portion thereof segregated for royalty purposes, whenever
in his judgment it is necessary to do so in order to promote develop-
ment, or whenever in his judgment the leases cannot be successfully
operated under the terms provided therein. In the event the Secretary
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of the Interior, in the interest of conservation, shall direct or shall
assent to the suspension of operations and production under any lease
granted under the terms of this Act, any payments of acreage rental or
of minimum royalty prescribed by such lease likewise shall be sus-
pended during such period of suspension of operations and produc-
tion; and the term of such lease shall be extended by adding any such
suspension period thereto. The provisions of this section shall apply to
all 0l and gas leases issued under this Act, including those within an
approved or prescribed plan for unit or cooperative development and
operation. Nothing in this section shall be construed as granting to the
Secretary the authority to waive, suspend, or reduce advance royalties.
* * £ * * * *

SecTioN 8 oF THE MINERAL IEASING ACT FOR ACQUIRED LANDS
(61 Stat. 91t; 30 U.S.C. 352)

Skc. 3. Except where 1ands have been acquired by the United States
for the development of the mineral deposits, by foreclosure or other-
wise for resale, or reported as surplus pursuant to the provisions of
the Surplus Property Act of October 3, 1944 (50 U.S.C., sec. 1611
and the following), all deposits of coal, phosphate, oil, oil shale, gas,
sodium, potassium, and sulfur which are owned or may hereafter be
acquired by the United States and which are within the lands acquired
by the United States (exclusive of such deposits in such acquired lands
as are (a) situated within incorporated cities, towns and villages,
national parks or monuments, or (b) [set apart for military or naval
purposes, or (c¢)J tidelands or submerged lands) may be leased by the
Secretary under the same conditions as contained in the leasing pro-
visions of the mineral leasing laws, subject to the provisions hereof.
Coal or lignite under acquired lands set apart for military or naval
purposes may be leased by the Secretary, with the concurrence of the
Secretary of Defense, to a governmental entity (including any corpo-
ration primarily acting as an agency or instrumentality of a State)
which produces electrical energy for sale to the public if such govern-
mental entity is located in the State in which such lands are located.
The provisions of the Act of April 17, 1926 (44 Stat. 301), as hereto-
fore or hereafter amended, shall apply to deposits of sulfur covered
by this Act wherever situated. No mineral deposit covered by this
section shall be leased except with the consent of the head of the
executive department, independent establishment, or instrumentality
having jurisdiction over the lands containing such deposit, or holding
a mortgage or deed of trust secured by such lands which is unsatisfied
of record, and subject to such conditions as that official may prescribe
to insure the adequate utilization of the lands for the primary purposes
for which they have been acquired or are being administered : Provided,
That nothing in this Act is intended, or shall be construed, to apply
to or in any manner affect any mineral rights, exploration permits,
leases or conveyances nor minerals that are or may be in any tidelands;
or submerged lands; or in lands underlying the three mile zone or
belt involved in the case of the United States of America against the
State of California now pending on application for rehearing in the
Supreme Court of the United States; or in lands underlying such
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three mile zone or belt, or the continental shelf, adjacent or littoral
to any part of the land within the jurisdiction of the United States of
America.

Acr or AucusT 81, 1964
(78 Stat. 710; 30 U.S.C. 201-1)
Sec. 2. (a) * * *

* * * * * * *

[(c) For the purpose of more properly conserving the natural re-
sources of any coalfield or prospective coal area, or any part or zone
thereof, lessees and permittees and their representatives may enter
into a contract with each other or others for collective prospecting,
development, or operation of such field or prospective coal area, or any
part or zone thereof, whenever determined and certified by the Secre-
tary of the Interior to be in the public interest. A contract approved
hereunder shall not provide for an apportionment of production or
royalties among the separate tracts comprising the contract area, but
may provide for the commingling of production with appropriate
allocation to the tracts from which produced. Notwithstanding any
provision of this section to the contrary, the Secretary may, with the
consent of the lessees or permittees involved, establish, alter, change,
or revoke mining, producing, rental, minimum royalty, and royalty
requirements of such leases or permits, and issue regulations that are
applicable to such leases or permits or contracts. The Secretary is
authorized to enter into a contract with a single lessee or permittee
embracing his leases or permits. The Secretary may authorize the
consolidation of separate Federal permits or leases into a lesser number
of permits or leases, or into a single permit or lease.

[(d) Coal leases and permits operated under a contract approved or
executed by the Secretary pursuant to subsection (c) of this section
may be excepted from limitations on maximum holdings or control
imposed by this Act if the Secretary finds that such exception is
required to permit economic development of the coal resources and is
otherwise consistent with the public interest.] °

8 The repeal of subsections 2(c) and 2(d) are made “subject to valld existing rights’.

ADDITIONAL VIEWS ON H.R. 6721

H.R. 6721 was favorably reported out of Committee by voice vote
only after the Committee decided, by a narrow margin, not to combine
with this bill a Surface Mining bill applicable to all lands. The Com-
mittee was distracted throughout markup by the expectation that it
would once again confront the Surface Mining issue.

The Committee rejected the marriage of the Surface Mining bill
with H.R. 6721, in the final hour. The presence of this overriding is-
sue prevented, in our judgment, the proper perfecting of the Coal

. Leasing Act Amendments.

Although several important amendments were adopted, serious is-
sues remain that have not been adequately addressed. We strongly
%alel the following provisions of H.R. 6721 should be amended on the

oor.

Antitrust Provisions

The Committee adopted an amendment requiring the Secretary of
the Interior to consult with and obtain the advice of the Attorney
General with respect to each stage in the issuance, renewal and read-
justment of every coal lease to determine whether such lease would
create or maintain a situation inconsistent with the antitrust laws. We
believe this language should be deleted. It amounts to regulatory
overkill when viewed in light of existing and proposed acreage restric-
tions. The Secretary presently and continually examines antitrust
questions in coordination with the Federal Trade Commission. This
new “antitrust” language is administratively cumbersome and un-
necessarily time consuming.

Comprehensive Exploratory Program

Section 7 of the bill directs the Secretary to conduct a comprehensive
exploratory program designed to obtain sufficient data and informa-
tion to evaluate the extent, location, and potential for developing the
known recoverable coal resources in the public domain. While we rec-
ognize the potential value of inventorying public resources, we feel
that such a program should be conducted only after a careful study of
the cost of the program and a determination that the historical role
of the private sector in the exploratory phase of development is no
longer adequate.

1214, Percent Minimum Royalty

The Committee amended H.R. 6721 to renuire that a minimum
royalty of not less than 1214% be charged on Federal coal leases. The
Department of the Interior reports that 1214% is the current ceiling
on coal leases. It is not realistic to set as a minimum the highest
royalty rate presently charged by the Department. Such a rate could
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very well have the effect of making large acreages of Federal coal
lands uneconomical to mine. The bill should be amended either to give
the Secretary authority to set a minimum royalty rate or to set a more
realistic rate of 5%, such as is presently in S. 391. The 1214% mini-
mum will only result in passing higher fuel costs on to the consumer.

Public Hearings

H.R. 6721 currently requires a public hearing or gives opportunity
for public comments at four different stages in the leasing process.
We believe that public participation would be preserved while at the
same time making the leasing process administratively more workable
if these opportunities for public hearings and comments were con-
solidated into one or two proceedings wherever possible.

Acreage Restrictions

Under the Logical Mining Unit section adopted by the Committee,
no LMU may exceed 25,000 acres (including both Federal and non-
Federal lands). We believe that this restriction is arbitrary and un-
necessary in the face of the limitation of 46,080 Federal acres in any
one State provided by current law and the total limitation of 100,000
Federal acres nationwide provided in the bill. Since approving H.R.
6721 in Full Committee, the Subcommittee on Mines and Mining has
heard testimony from Departmental witnesses outlining LMU’ in
excess of 25,000 acres. The facts support LMU’s of a larger size in
order to economically and efliciently recover the resource. We feel the
25,000 acre limitation should be deleted.

Revenue Sharing With the States

Section 9a of H.R. 6721 amends Section 35 of the Mineral Leasing
Act of 1920 by increasing the states share of the total Federal revenues
derived from the leasing of Federal coal, gas, phosphate, sodium, po-
tassium, oil, oil shale, native asphalt, and solid and semi-solid bitu-
men from 3714 to 50 percent. The additional 1214% would be ear-
marked specifically for (1) planning, (2) construction and mainte-
nance of public facilities, and (8) provision of public services in those
:areas suffering social and economic impacts as a result of energy devel-
topment. Current law restricts the 3715, % to construction and mainte-
‘nance of public roads or for support of public schools. The Committee
{bill leaves this restriction unchanged.

;. While we are strongly svmpathetic with the problems faced by the

":state and local governments in meeting increased demands for public

_services because of expansion of the Federal mineral leasing program,

" we have received no evidence that the existing leve] of revenue sharing
is insufficient to meet the adverse impacts. As the Federal Government
embarks on a renewed leasing program, the states will realize a tre-
mendous increase in Federal payments under the present 3714% share.
Therefore, until further need is demonstrated, we are opposed to
increasing the states percentage share of the formula at this time.
However, we do support repealing the present roads and schools re-
striction in order to give the states complete discretion in the expendi-
ture of mineral leasing revenues.

-
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We are greatly encouraged by the bi-partisan spirit of debate and
hard work that has marked this bill throughout t}}e.Commlttee process.
H.R. 6721 currently contains several needed revisions of the Mineral
Leasing Act of 1920. We are hopeful that the concerns discussed above
will be adequately addressed by action on the floor so that we may sup-
port the passage of this bill without reservation.

Puame E. Rupek.

J. SkuBITZ.

Kerrn G. SEBELIUS.
Roserr J. LAGOMARSINO.
VIRGINIA SMITH.

SuirLey N. PETTIS.

Bos Bauman.

San STEIGER.



S. 391

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,

one thousand nine hundred and seventy-six

aAn Act

To amend the Mineral Leasing Act of 1920, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That (a) this Act
may be cited as the “Federal Coal Leasing Amendments Act of 1975”.

(b) Except as otherwise expressly provided, whenever in this Act
an amendment or repeal is expressed in terms of an amendment to,
or repeal of, a section or other provision of the Mineral Lands Leasing
Act, the reference shall be considered to be made to a section or other
provision of the Act of February 25, 1920, entitled “An Act to promote
the mining of coal, phosphate, oil, oil shale, gas, and sodium on the
public domain” (41 Stat. 437).

Sec. 2. The first sentence of section 2(a) of the Mineral Lands
Leasing Act (30 U.S.C. 201(a)) is amended to read as follows:

“(1) The Secretary of the Interior is authorized to divide any lands
subject to this Act which have been classified for coal leasing into
leasing tracts of such size as he finds appropriate and in the public
interest and which will permit the mining of all coal which can be
economically extracted in such tract and thereafter he shall, in his
discretion, upon the request of any qualified applicant or on his own
motion, from time to time, offer such lands for leasing and shall award
leases thereon by competitive bidding. No less than 50 per centum of
the total acreage offered for lease by the Secretary in any one year
shall be leased under a system of deferred bonus payment. Upon
default or cancellation of any coal lease for which bonus payments are
due, any unpaid remainder of the bid shall be immediately payable
to the United States. A reasonable number of leasing tracts shall be
reserved and offered for lease in accordance with this section to public
bodies, including Federal agencies, rural electric cooperatives, or non-
profit corporations controlled by any of such entities: Provided, That
the coal so offered for lease shall be for use by such entity or entities
in implementing a definite plan to produce energy for their own use or
for sale to their members or customers (except for short-term sales to
others). No bid shall be accepted which is less than the fair market
value, as determined by the Secretary, of the coal subject to the lease.
Prior to his determination of the fair market value of the coal subject
to the lease, the Secretary shall give opportunity for and consideration
to public comments on the fair market value. Nothing in this section
shall be construed to require the Secretary to make public his judgment
as to the fair market value of the coal to be leased, or the comments
he receives thereon prior to the issuance of the lease.”.

Skc. 8. The last sentence of section 2(a) of the Mineral Lands Leas-
ing Act (30 U.S.C. 201(a)) is amended to read as follows:

“(2) (A) The Secretary shall not issue a lease or leases under the
terms of this Act to any person, association, corporation, or any sub-
sidiary, affiliate, or persons controlled by or under common control
with such person, association, or corporation, where any such entity
holds a lease or leases issued by the United States to coal deposits
and has held such lease or leases for a period of ten years when such
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entity is not, except as provided for in section 7(b) of this Act, pro-
ducing coal from the lease deposits in commercial quantities, In com-
puting the ten-year period referred to in the preceding sentence,
periods of time prior to the date of enactment of the Federal Coal
Leasing Amendments Act of 1975 shall not be counted.

“(B) Any lease proposal which permits surface coal mining within
the boundaries of a National Forest which the Secretary proposes to
issue under this Act shall be submitted to the Governor of each State
within which the coal deposits subject to such lease are located. No
such lease may be issued under this Act before the expiration of the
sixty-day period beginning on the date of such submission. If any
Governor to whom a proposed lease was submitted under this sub-
paragraph objects to the issuance of such lease, such lease shall not
be issued before the expiration of the six-month period beginning on
the date the Secretary is notified by the Governor of such objection.
During such six-month period, the Governor may submit to the Sec-
retary a statement of reasons why such lease should not be issued and
the Secretary shall, on the basis of such statement, reconsider the
issuance of such lease.

“(3) (A) (i) No lease sale shall be held unless the lands containing
the coal deposits have been included in a comprehensive land-use plan
and such sale is compatible with such plan. The Secretary of the
Interior shall prepare such land-use plans on lands under his responsi-
bility where such plans have not been previously prepared. The
Secretary of the Interior shall inform the Secretary of Agriculture of
substantial development interest in coal leasing on lands within the
National Forest System. Upon receipt of such notification from the
Secretary of the Interior, the Secretary of Agriculture shall prepare
a comprehensive land-use plan for such areas where such plans have
not been previously prepared. The plan of the Secretary of Agricul-
ture shall take into consideration the proposed coal development in
these lands: Provided, That where the Secretary of the Interior finds
that because of non-Federal interest in the surface or because the coal
resources are insufficient to justify the preparation costs of a Federal
comprehensive land-use plan, the lease sale can be held if the lands
containing the coal deposits have been included in either a compre-
hensive land-use plan prepared by the State within which the lands
are located or a land use analysis prepared by the Secretary of the
Interior.

“(i1) In preparing such land-use plans, the Secretary of the Interior
or, in the case of lands within the National Forest System, the Secre-
tary of Agriculture, or in the case of a finding by the Secretary of
the Interior that because of non-Federal interests in the surface or
insufficient Federal coal, no Federal comprehensive land-use plans can
be appropriately prepared, the responsible State entity shall consult
with appropriate State agencies and local governments and the general
public and shall provide an opportunity for public hearing on pro-
posed plans prior to their adoption, if requested by any person having
an interest which is, or may be, adversely affected by the adoption
of such plans.

“(ii1) Leases covering lands the surface of which is under the juris-
diction of any Federal agency other than the Department of the
Interior may be issued only upon consent of the other Federal agency
and upon such conditions as 1t may prescribe with respect to the use
and protection of the nonmineral interests in those lands.

“(B) Each land-use plan prepared by the Secretary (or in the
case of lands within the National Forest System, the Secretary of
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Agricnlture pursuant to subparagraph (A)(i)) shall include an
assessment, of the amount of coal deposits in such land, identifying
the amount of such coal which is recoverable by deep mining opera-
tions and the amount of such coal which is recoverable by surface
Iining operations.

#( ‘% Prior to issuance of any coal lease, the Secretary shall con-
sider effects which mining of tﬂe proposed lease might have on an
impacted community or area, including, but not limited to, impacts
on the environment, on agricultural and other economic activities, and
on public services. Prior to issuance of a lease, the Secretary shall
evaluate and compare the effects of recovering coal by deep mining,
by surface mining, and by any other method to determine which
method or methods or sequence of methods achieves the maximum
economic recovery of the coal within the proposed leasing tract. This
evaluation and comparison by the Secretary shall be in writing but
shall not prohibit the issuance of a lease ; however, no mining operating
plan shall be approved which is not found to achieve the maximum
economic recovery of the coal within the tract. Public hearings in the
area shall be held by the Secretary prior to the lease sale.

“(D) No lease sale shall be held until after the notice of the pro-
posed offering for lease has been given once a week for three consecu-
tive weeks in a newspaper of general circulation in the county in
which the lands are situated in accordance with regulations prescribed
by the Secretary.

“(E) Each coal lease shall contain provisions requiring compliance
with the Federal Water Pollution Control Act (33 U.S.C. 1151-1175)
and the Clean Air Act (42 U.S.C. 1857 and following).”.

Sec. 4. Subject to valid existing rights, section 2(b) of the Mineral
Lands Leasing Act (30 U.S.C. 201(b)) is amended to read as follows:

“(b) (1) The Secretary may, under such regulations as he may pre-
scribe, 1ssue to any person an exploration license. No person may
conduct coal exploration for commercial purposes for any coal on
lands subject to this Act without such an exploration license. Each
exploration license shall be for a term of not more than two years and
shall be subject to a reasonable fee. An exploration license shall confer
no right to a lease under this Act. The issuance of exploration licenses
shall not preclude the Secretary from issuing coal leases at such times
and locations and to such persons as he deems appropriate. No explora-
tion license will be issued for any land on which a coal lease has been
issued. A separate exploration license will be required for exploration
in each State. An application for an exploration license shall identity
general areas and probable methods of exploration. Each exploration
Ticense shall contain such reasonable conditions as the Secretary may
require, including conditions to insure the protection of the environ-
ment, and shall be subject to all applicable Federal, State, and local
laws and regulations. Upon violation of any such conditions or laws
the Secretary may revoke the exploration license.

“(2) A licensee may not cause substantial disturbance to the natural
land surface. He may not remove any coal for sale but may remove a
reasonable amount of coal from the lands subject to this Act included
under his license for analysis and study. A licensee must comply with
all applicable rules and regulations of the Federal agency having
jurisdiction over the surface of the lands subject to this Act. Explora-
tion licenses covering lands the surface of which is under the juris-
diction of any Federal agency other than the Department of the
Interior may be issued only upon such conditions as it may prescribe
with respect to the use and protection of the nonmineral Interests in
those lands.
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“(8) The licensee shall furnish to the Secretary copies of all data
(including, but not limited to, geological, geophyscal, and core drill-
ing analyses) obtained during such exploration. The Secretary shall
maintain the confidentiality of all data so obtained until after the
areas involved have been leased or until such time as he determines
that making the data available to the public would not damage the
competitive position of the licensee, whichever comes first.

“(4) Any person who willfully conducts coal exploration for com-
mercial purposes on lands subject to this Act without an exploration
license issued hereunder shall be subject to a fine of not more than
$1,000 for each day of violation. All data collected by said person
on any Federal lands as a result of such violation shall be made
immediately available to the Secretary, who shall make the data
available to the public as soon as it is practicable. No penalty under
this subsection shall be assessed unless such person is given notice and
opportunity for a hearing with respect to such violation.”.

Sec. 5. (a) Subject to valid existing rights, subsections 2(c) and
2(d) of the Act of August 31, 1964 (78 Stat. 710; 30 U.S.C. 201-1)
are hereby repealed.

(b) Section 2 of the Mineral Lands Leasing Act is amended by the
addition of the following new subsection at the end thereof:

“(d) (1) The Secretary, upon determining that maximum economic
recovery of the coal deposit or deposits is served thereby, may approve
the consolidation of coal leases into a logical mining unit. Such con-
solidation may only take place after a public hearing, if requested by
any person whose interest is or may be adversely affected. A logical
mining unit is an area of land in which the coal resources can be
developed in an efficient, economical, and orderly manner as a unit
with due regard to conservation of coal reserves and other resources.
A logical mining unit may consist of one or more Federal leaseholds,
and may include intervening or adjacent lands in which the United
States does not own the coal resources, but all the lands in a logical
mining unit must be under the effective control of a single operator,
be able to be developed and operated as a single operation and be
contiguous.

“(2) After the Secretary has approved the establishment of a logical
mining unit, any mining plan approved for that unit must require
such diligent development, operation, and production that the reserves
of the entire unit will be mined within a period established by the
Secretary which shall not be more than forty years.

“(8) In approving a logical mining unit, the Secretary may provide,
among other things, that (i) diligent development, continuous opera-
tion, and production on any Federal lease or non-Federal land in the
logical mining unit shall be construed as occurring on all Federal
leases in that logical mining unit, and (i1) the rentals and royalties
for all Federal leases in a logical mining unit may be combined, and
advanced royalties paid for any lease within a logical mining unit
may be credited against such combined royalties.

“(4) The Secretary may amend the provisions of any lease included
in a logical mining unit so that mining under that lease will be con-
sistent with the requirements imposed on that logical mining unit.

“(5) Leases issued before the date of enactment of this Act may be
included with the consent of all lessees in such logical mining unit,
and, if so included. shall be subject to the provisions of this section.

“(6) By regulation the Secretary may require a lessee under this
Act to form a logical mining unit, and may provide for determination
of participating acreage within a unit.
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“(7) No logical mining unit shall be approved by the Secretary if
the total acreage (both Federal and non-Federal) of the unit would
exceed twenty-five thousand acres.

“(8) Nothing in this section shall be construed to waive the acreage
limitations for coal leases contained in section 27(a) of the Mineral
Lands Leasing Act (30 U.S.C. 184(a)).”.

Skc. 6. Section 7 of the Mineral Lands Leasing Act (30 U.S.C. 207)
is amended to read as follows:

“Sec. 7. (a) A coal lease shall be for a term of twenty years and
for so long thereafter as coal is produced annually in commercial
quantities from that lease. Any lease which is not producing in com-
mercial quantities at the end of ten years shall be terminated. The
Secretary shall by regulation prescribe annual rentals on leases. A
lease shall require payment of a royalty in such amount as the Sec-
retary shall determine of not less than 1214 per centum of the value
of coal as defined by regulation, except the Secretary may determine
a lesser amount in the case of coal recovered by underground mining
operations. The lease shall include such other terms and conditions
as the Secretary shall determine. Such rentals and royalties and other
terms and conditions of the lease will be subject to readjustment at
the end of its primary term of twenty years and at the end of each
ten-year period thereafter if the lease is extended.

“(b) XKach lease shall be subject to the conditions of diligent devel-
opment and continued operation of the mine or mines, except where
operations under the lease are interrupted by strikes, the elements,
or casualties not attributable to the lessee. The Secretary of the Inte-
rior, upon determining that the public interest will be served thereby,
may suspend the condition of continued operation upon the payment
of advance royalties. Such advance royalties shall be no less than the
production royalty which would otherwise be paid and shall be com-
puted on a fixed reserve to production ratio (determined by the
Secretary). The aggregate number of years during the period of any
lease for which advance royalties may be accepted in lieu of the con-
dition of continued operation shall not exceed ten. The amount of any
production royalty paid for any year shall be reduced (but not below
0) by the amount of any advance royalties paid under such lease to
the extent that such advance royalties have not been used to reduce
production royalties for a prior year. No advance royalty paid during
the initial twenty-year term of a lease shall be used to reduce a pro-
duction royalty after the twentieth year of a lease. The Secretary may,
upon six months’ notification to the lessee cease to accept advance
royalties in lieu of the requirement of continued operation. Nothing
in this subsection shall be construed to affect the requirement contained
in the second sentence of subsection (a) relating to commencement of
production at the end of ten years.

“(¢) Prior to taking any action on a leasehold which might cause
a significant disturbance of the environment, and not later than three
years after a lease is issued, the lessee shall submit for the Secretary’s
approval an operation and reclamation plan. The Secretary shall
approve or disapprove the plan or require that it be modified. Where
the land involved is under the surface jurisdiction of another Federal
agency, that other agency must consent to the terms of such approval.”,

Sec. 7. The Mineral Lands Leasing Act is amended by inserting
after section 8 the following new section 8A :

“Skc. 8A. (a) The Secretary is authorized and directed to conduct a
comprehensive exploratory program designed to obtain sufficient data
and information to evaluate the extent, location, and potential for
developing the known recoverable coal resources within the coal lands
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subject to this Act. This program shall be designed to obtain the

resource information necessary for determining whether commercial

quantities of coal are present and the geographical extent of the coal

fields and for estimating the amount of such coal which is recoverable
by deep mining operations and the amount of such coal which is

ﬁecoverable by surface mining operations in order to provide a basis
or—

“{(1) developing a comprehensive land use plan pursunant to
section 2;

“(2) improving the information regarding the value of public
resources and revenues which should be expected from leasing;

“(3) increasing competition among producers of coal, or prod-
ucts derived from the conversion of coal, by providing data and
information to all potential bidders equally and equitably;

“(4) providing the public with information on the nature of
the coal deposits and the associated stratum and the value of the
public resources being offered for sale; and

“(5) providing the basis for the assessment of the amount of
coal deposits in those lands subject to this Act under subpara-
graph (B) of section 2(a) (3).

“(b) The Secretary, through the United States Geological Survey,
is authorized to conduct seismic, geophysical, geochemical, or strati-
graphic drilling, or to contract for or purchase the results of such
exploratory activities from commercial or other sources which may
be needed to implement the provisions of this section.

“(c) Nothing in this section shall limit any person from conducting
exploratory geophysical surveys including seismic, geophysical, chemi-
cal surveys to the extent permitted by section 2(b). The information
obtained from the exploratory drilling carried out by a person not
under contract with the United States Government for such drilling
prior to award of a lease shall be provided the confidentiality pursuant
to subsection (d).

“(d) The Secretary shall make available to the public by appropriate
means all data, information, maps, interpretations, and surveys which
are obtained directly by the Department of the Interior or under a
service contract pursuant to subsection (b). The Secretary shall main-
tain a confidentiality of all proprietary data or information pur-
chased from commercial sources while not under contract with the
lUnited States Government until after the areas involved have been

eased.

“(e) All Federal departments or agencies are authorized and directed
to provide the Secretary with any information or data that may be
deemed necessary to assist the Secretary in implementing the explora-
tory program pursuant to this section. Proprietary information or
data provided to the Secretary under the provisions of this subsection
shall remain confidential for such period of time as agreed to by the
head of the department or agency from whom the information is
requested. In addition, the Secretary is authorized and directed to
utilize the existing capabilities and resources of other Federal depart-
ments and agencies by appropriate agreement.

“(£) The Secretary is directed to prepare, publish, and keep current
a series of detailed geological, and geophysical maps of, and reports
concerning, all coal lands to be offered for leasing under this Act,
based on data and information compiled pursuant to this section. Such
maps and reports shall be prepared and revised at reasonable intervals
beginning eighteen months after the date of enactment of this Act.
Such maps and reports shall be made available on a continuing basis
to any person on request.
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“(g) Within six months after the date of enactment of this Act,
the Secretary shall develop and transmit to Congress an implementa-
tion plan for the coal lands exploration program authorized by this
section, including procedures for making the data and information
available to the public pursuant to subsection (d), and maps and
reports pursuant to subsection (f). The implementation plan shall
include a projected schedule of exploratory activities and identifica-
tion of the regions and areas which will be explored under the coal
lands exploration program during the first five years following the
enactment of this section. In addition, the implementation plan shall
include estimates of the appropriations and staffing required to imple-
ment the coal lands exploration program.

“(h) The stratigraphic drilling authorized in subsection (b) shall
be carried out in such a manner as to obtain information pertaining
to all recoverable reserves. For the purpose of complying with sub-
section (a), the Secretary shall require all those authorized to conduct
stratigraphic drilling pursuant to subsection (b) to supply a state-
ment of the results of test boring of core sampling including logs of
the drill holes; the thickness of the coal seams found ; an analysis of
the chemical properties of such coal; and an analysis of the strata
layers lying above all the seams of coal. All drilling activities shall
be conducted using the best current technology and practices.”.

Skc. 8. The Mineral Lands Leasing Act is further amended by add-
ing after section 8A the following new section 8B:

“Skc. 8B. Within six months after the end of each fiscal year, the
Secretary shall submit to the Congress a report on the leasing and
production of coal lands subject to this Act during such fiscal year; a
summary of management, supervision, and enforcement activities; and
recommendations to the Congress for improvements in management,
environmental safeguards, and amount of production in leasing and
mining operations on coal lands subject to this Act. Each submission
shall also contain a report by the Attorney General of the United
States on competition in the coal and energy industries, including an
analysis of whether the antitrust provisions of this Act and the anti-
trust laws are effective in preserving or promoting competition in the
coal or energy industry.”.

Skc. 9. (a) Section 35 of the Mineral Lands Leasing Act, as amended

30 U.S.C. 191) is further amended by deleting “5214 per centum
thereof shall be paid into, reserved” and inserting in lieu thereof : “40
per centum thereof shall be paid into, reserved”, and is further
amended by striking the period at the end of the proviso and inserting
in lieu thereof the following language: “: Provided further, That an
additional 1214 per centum of all moneys received from sales, bonuses,
royalties, and rentals of public lands under the provisions of this Act
and the Geothermal Steam Act of 1970 shall be paid by the Secretary
of the Treasury as soon as practicable after December 31 and June 30
of each year to the State within the boundaries of which the leased
lands or deposits are or were located ; said additional 1214 per centum
of all moneys paid to any State on or after January 1, 1976, shall be
used by such State and its subdivisions as the legislature of the State
may direct giving priority to those subdivisions of the State socially
or economically impacted by development of minerals leased under
this Act for (1) planning, (2) construction and maintenance of public
facilities, and (3) provision of public services: Provided further, That
such funds now held or to be received, by the States of Colorado and
Utah separately from the Department of the Interior oil shale test
leases known as ‘C-A’; ‘C-B’; ‘U-A’ and ‘U-B’ shall be used by such
States and subdivisions as the legislature of each State may direct
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giving priority to those subdivisions socially or economically impacted
by the development of minerals leased under this Act for (1) planning,
(2) construction and maintenance of public facilities, and (3)
provision of public services.”.

(b) In the first sentence of section 35 of the Mineral Lands Leasing
Act, before the words “shall be paid into the Treasury of the United
States” insert “and the Geothermal Steam Act of 1970, notwithstand-
ing the provisions of section 20 thereof,” ; before the words “from lands
within the naval petroleum reserves” insert “and the Geothermal
Steam Act of 1970”; and, in the second sentence, before the words
“not otherwise disposed of” insert “and the Geothermal Steam Act
of 1970”.

Sec. 10. The Director of the Office of Technology Assessment is
authorized and directed to conduct a complete study of coal leases
entered into by the United States under section 2 of the Act of Feb-
ruary 25, 1920 (commonly known as the Mineral Lands Leasing Act).
Such study shall include an analysis of all mining activities, present
and potential value of said coal leases, receipts of the Federal Govern-
ment from said leases, and recommendations as to the feasibility of
the use of deep mining technology in said leased area. The Director
shall submit the results of his study to the Congress within one year
after the date of enactment of this Act.

Skc. 11. (a) Section 27(a) (1) of the Mineral Lands Leasing Act
(30 U.S.C. 184(a) (1)), is amended to read as follows:

“(1) No person, association, or corporation, or any subsidiary, affil-
iate, or persons controlled by or under common control with such
person, association, or corporation shall take, hold, own or control at
one time, whether acquired directly from the Secretary under this
Act or otherwise, coal leases or permits on an aggregate of more than
forty-six thousand and eighty acres in any one State and in no case

reater than an aggregate of one hundred thousand acres in the United

tates: Provided, That any person, association, or corporation cur-
rently holding, owning, or controlling more than an aggregate of one
hundred thousand acres in the United States on the date of enactment
of this section shall not be required on account of this section to
relinquish said leases or permits: Provided, further, That in no case
shall such person, association, or corporation be permitted to take,
hold, own, or control any further Federal coal leases or permits until
such time as their holdings, ownership, or control of Federal leases or
permits has been reduced below an aggregate of one hundred thousand
acres within the United States.”.

(b) Subject to valid existing rights, section 27 (a) (2) of the Mineral
Lands Leasing Act (30 U.S.C. 184(a)(2)) is hereby repealed.

Sec. 12. (a) Section 3 of the Mineral Leasing Act for Acquired
Lands (30 U.S.C. 352) is amended by striking out “(b) set apart for
military or naval purposes, or (¢)* and insert in lieu thereof “or (b)”.

(b) Such section 3 is further amended by inserting the following
after the first sentence thereof : “Coal or lignite under acquired lands
set apart for military or naval purposes may be leased by the Secre-
tary, with the concurrence of the Secretary of Defense, to a govern-
mental entity (including any corporation primarily acting as an
agency or instrumentality of a State) which produces electrical energy
for sale to the public if such governmental entity is located in the State
in which such lands are located.”.

Sec. 13. (a) Subject to valid existing rights, section 4 of the Mineral
Lands Leasing Act (30 U.S.C. 204) is hereby repealed.

(b) Subject to valid existing rights, section 3 of the Mineral Lands
Leasing Act (30 U.S.C. 203) is amended to read as follows:
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“Sec. 8. Any person, association, or corporation holding a lease of
coal lands or coal deposits under the provisions of this Act may with
the approval of the Secretary of the Interior, upon a finding by him
that it would be in the interest of the United States, secure modifica-
tions of the original coal lease by including additional coal Iands or coal
deposits contiguous to those embraced in such lease, but in no event
shall the total area added by such modifications to an existing coal
lease exceed one hundred sixty acres, or add acreage larger than that
n the original lease. The Secretary shall prescribe terms and condi-
tions which shall be consistent with this Act and applicable to all of
the acreage in such modified lease.”.

Sec. 14. Section 89 of the Mineral Lands Leasing Act (30 U.S.C.
209) is amended by adding the following sentence at the end thereof:
“Nothing in this section shall be construed as granting to the Secretary
the authority to waive, suspend, or reduce advance royalties.”.

Sec. 15. Section 27 of the Mineral Lands Leasing Act of 1920 (30
U.S.C. 184) is amended by adding at the end thereof the following
new subsection :

“(1) (1) At each stage in the formulation and promulgation of rules
and regulations concerning coal leasing pursuant to this Act, and at
each stage in the issuance, renewal, and readjustment of coal leases
under this Act, the Secretary of the Interior shall consult with and
give due consideration to the views and advice of the Attorney Gen-
eral of the United States.

“(2) No coal lease may be issued, renewed, or readjusted under
this Act until at least thirty days after the Secretary of the Interior
notifies the Attorney General of the proposed issuance, renewal, or
readjustment. Such notification shall contain such information as the
Attorney General may require in order to advise the Secretary of the
Interior as to whether such lease would create or maintain a situation
inconsistent with the antitrust laws. If the Attorney General advises
the Secretary of the Interior that a lease would create or maintain
such a situation, the Secretary of the Interior may not issue such
lease, nor may he renew or readjust such lease for a period not to
exceed one year, as the case may be, unless he thereafter conducts
a public hearing on the record in accordance with the Administrative
Procedures Act and finds therein that such issuance, renewal, or
readjustment is necessary to effectuate the purposes of this Act, that
it is consistent with the public interest, and that there are no reasonable
alternatives consistent with this Act, the antitrust laws, and the public
interest.

“(3) Nothing in this Act shall be deemed to convey to any person,
association, corporation, or other business organization immunity from
civil or criminal liability, or to create defenses to actions, under any
antitrust law.

“(4) As used in this subsection, the term ‘antitrust law’ means—

“(A) the Act entitled ‘An Act to protect trade and commerce
agamst unlawful restraints and monopolies’, approved July 2,
1890 (15 U.S.C. 1 et seq.), as amended ;

“(B) the Act entitled ‘An Act to supplement existing laws
against unlawful restraints and monopolies, and for other pur- .
poses’, approved October 15, 1914 (15 U.S.C. 12 et seq.), as B
amended ;
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“(C) the Federal Trade Commission Act (15 U.S.C. 41 et seq.),
as amended ;

“(D) sections 73 and 74 of the Act entitled ‘An Act to reduce
taxation, to provide revenue for the Government, and for other
purposes’, approved August 27, 1894 (15 U.S.C. 8 and 9), as

amended; or
“(E) the Act of June 19, 1936, chapter 592 (15 U.S.C. 13, 13a,
13b, and 21a).”.

Skc. 16. Nothing in this Act, or the Mineral Lands Leasing Act and
the Mineral Leasing Act for Acquired Lands which are amended by
this Act, shall be construed as authorizing coal mining on any area of
the National Park System, the National Wildlife Refuge System, the
National Wilderness Preservation System, the National System of
Trails, and the Wild and Scenic Rivers System, including study rivers
designated under section 5(a) of the Wild and Scenic Rivers Act.

Speaker of the House of Representatives.

Vice President of the United States and
Pregident of the Senate.
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THE WHITE HOUSE

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 cormunities affected by development
of Federally-owned minerals., and the way that Federal 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 pledee 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 Concress 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 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 shculd be provided for coastal States,
and I hope to be able to sisn 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 nore 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.

Unfortunately 6 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 flexibillity 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 mininum
royalty of 12-1/2 percent. nore than is necessary in all
cases. S. 391 would also defer bonus paynments --- payments
by the lessee to the Government usually made at the front
end of the lease - on 50 percent of the acreage, an
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unnecessarily stringent provision. This bill would also
require production within 10 years, with no additional
flexibility. Furthermore it would recuire approval of
operating and reclamation nlans within three years of

lease issuance. While such terms may be appropriate in

many lease transactions - - or perhaps most of them -- such
rigid recuirements 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 211 leases,; no natter 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 I'ederal responsibility ~ are concerned.

Still other vrovisions of the bill are simply unnecessary.
For instance, one provision requires comprenensive Iederal
exploration of coal resources. This provision is not needed
because the Secretary of the Interior already <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>