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EXECUTIVE OFFICF Of' THE PHESIDE.!'.rr 

OFFICE OF Mf.d-1AGEi•1ChlT f\ND BUDGET \ 
WASHINGTON, DC. 2.u503 \ 

July 2, 1976 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill S. 391 - Federal Coal Leasing 
Amendments Act of 1975 

Sponsors - Senator Metcalf (D) Montana and 
Senator Jackson (D) Washington 

Last Day for Action 

July 3, 1976 - Saturday 

Purpose 

Makes numerous basic changes to the Mineral Leasing Act 
of 1920 relating to the development of Federal coal. 

Agency Recommendations 

Office of Management and Budget 

Department of the Interior 
Department of Commerce 
Department of Justice 
Department of Defense 
Federal Energy Administration 
Environmental Protection Agency 
Department of Agriculture 

Council on Environmental Quality 

Disapproval 

Disapproval (I:~forr::ally} 
Cites concern 
Cites concern 
Cites concern 
Disapproval 
Defers to Interior 
Approvali defers to 

Interior on non­
USDA provisioDS 

Approval 

Many Members of Congress and industry and public interest 
representatives have written concerning this bill. Their 
views are attached in the Appendix. 

Digitized from Box 7 of the James M. Cannon Files at the Gerald R. Ford Presidential Library
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Discuss.ion 

This enrolled bill memorandum sets forth the following 
relevant factors concerning the Federal Coal Leasing 
Amendments Act of 1975: A. Background; B. S. 391 -
Provisions and Analysis; C. Congressional views; and, 
D. Agency views. 

A. Background 

1. Existing Law 

Coal leasing is currently authorized under 
the Mineral Leasing Act of 1920. Under this 
Act, the Secretary of the Interior may lease 
coal competitively or by issuing prospecting 
permits which ripen into a lease if the 
applicant demonstrates he has found a coal 
deposit with coITmercial quantities. The 
1920 Mineral Leasing Act provides the 
Secretary of the Interior broad discretion 
on how he administers the law. 

2. Legislative History 

The Nixon Administration submitted to both 
the 92nd and 93rd Congresses comprehensive 
legislation to modernize the 1890 Mining 
Law and the 1920 Mineral Leasing Law. The 
legislation dealt with all minerals 

_,:'-~i/·:·:.;'.;l'-;~\{~,;·;:?·:"'":,:,:_~;·-':~ ~.';;\i,t=:.ci.~,.;.~.·;t~q~:6~~f~·:t~·~+1~~~·fi~·r{;~·~~·~1"~l~.-~r:+~~~b~j~f~~·· -.~::-: .. -:,~-.4'.·:y;:·'°: .,,.:,i-,,: 

by requiring competitive leasing, eliminat­
ing preference right leases, requiring 
diligent development, and assuring fair 
market ·prices for Federal coal. 

On May 5, 1975, the Department of the 
Interior advised the Senate Interior 
Committee that while it favored more 
comprehensive legislation it would approve 
of enactment of S. 391, if amended. At 
that time, S. 391 was patterned after the 
coal portions of the amendments to the 
Mining and Mineral Leasing Acts proposed 
by the Nixon Administration. On the 
Senate floor, portions of the vetoed 
surface mining bill that would apply to 
Federal lands plus a provision increasing 
the State share of Federal mineral leasing 
receipts to 60% was added to S. 391 and it 
passed by 84 to 12. Senators Metcalf, 
Jackson and Hansen were the primary 

/ ....,,;_. 



3 

advocates in the Senate. 

Last November, the House Interior Committee 
reported H.R. 6721, a coal leasing bill 
similar to S. 391 as now enrolled. In 
January of this year, Interior wrote a 
letter to Chairman Haley of the House 
Interior Committee saying that unless the 
bill was significantly amended, the 
Administration would oppose enactment. 

In March 1976, OMB concurred with Secretary 
Kleppe's recommendation not to resubmit 
comprehensive legislation amending the 
mining and mineral leasing laws. 

The House, in a vote of 344 to 51, passed 
the reported bill and accepted none of the 
Adm{nistration proposed changes. 
Representatives Melcher, Mink, Seiberling, 
and Roncalio were the primary advocates 
in the House. On June 21, 1976, the 
Senate by unanimous consent, considered 
the House bill and e·nacted it by voice 
vote. 

3. Interior's recent actions 

On January 26, Secretary Kleppe announced 
.·,~:1,;. .. : .. ·/: ,_;l,,;, , ,.; ..• ~;~i ,..: ... ~.•::,;•; ~-·>:·'·· :-~··'-"'·-~·:.-:..a·· -:n-,evr-: ·~F ~-der!ll 1': • .a:oal-·,,a:ea: s in~f:po.:tacy.i';/ ·. ~Af-te.r:- .~\> .;·.·::~- !::::.; '--'•·:; ~.:.:·~-: ~: 

· · · · · · " - · · · it becomes fully implemented later this · 
year, the virtual moratorium on leasing 
that has been in effect for several years 
would be lifted. To impl~ment this_ 
policy, the Secretary has issued a s~ries 
of regulations that cover the following: 

requiring stringent reclamation standards 
on all Federal coal leases; 

requiring production on all leases 
within 10 years, but retaining the 
flexibility to extend this by 5 years 
when conditions warrant; 

requiring advance royalties so as to 
encourage rapid and diligent development 
of Federal leases; 
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establishing an average royalty of g% with a 
floor of 5% (contrasted with average 4% 
royalty in the past). The royalty will vary 
up and down depending on conditions; 

leasing only competitively, i.e., no more 
prospecting permits. However, legal commit­

.ments to issue pending preference right 
applications will be met; 

issuing testing (drillin~) permits to permit 
exploration of Federal lands that do not 
ripen into leases; and 

leasing only when the value of the coal 
exceeds the total cost of production includ­
ing environmental costs. 

Thus by regu1ation, Interior.has put into place most 
.,.·:·>· _;,. ::·>· ... _., of. what ... the .. Nixon;.Admini;s.tratian .and· this. Ad.minist.ra.tion · ... . : . .. , 

... had. sought .. in .. {ts ~~~l:Le'r' iegisiati v-·e positions t~. . . . ....... .. 

: .. . .· .· . ~: .. ' ... :··· modernize c6al leasing proc~dures.· 
. ,· .. '; . • -:.· • •. · .. _· • ... .. . ,. . '• .·.•. .. . .. . . . •,. -·· . . •... ·. • .. • · ... • · ..•. -·. ~·f: ·, ·J:; . . ·: ... ; · .. ······ .. ·. · ... : . 

· B .. s . .391 ...,. Provis.ions and· Analysi~ · .. -~ ·-. . · · .: · 

As enrolled, S. 391 contains provisions directed at moderni­
zation of coal leasing procedures substantially in accord 
with the Administration's objectives in that the bill {a) 

. requires competitive leasing, (b) eliminates preference right 
.,,.t.:,,'.; ;·';<,. .. ~;;:,{:!·l ~as.~ s.·1\ .. Jc);;~ :r~gµi,, :i;J=.s::.::diJ.i'..g ep:/t,.·.~ ev~l. opm.ept.~; -~:::an~· ·:.{d) :<·is.•. ::tn..te..µd~.d:,-. :·. -. '.:• ~,: 

....... to assume fai°r market prices . for Federal' coaL 'However I the .. . .. 
manner in which the bill attempts to achieve diligent develop­
rnentand assure fair market prices and certain other pro-
visions in the bill essentially, unrelated to such objectives 

·are inconsistent w:Lth ·Administration ·positions heretofore:.· 
taken. An analysis of the key amendments to the Mineral ~-- ~ 

,,r"" .l ~:\ j ' . .,. 

Leasing Act of 1920 follows: t<'·.·· '- ,..._\ 
· 1. Increased .payrnent·s to States · \"": .,. ,' 

V> 
This provision increases the State's share of ·( 
revenues from Federal leases from the present 
37 1/2% to 50% -- on both coal and other minerals, 
including gas and oil. These additional funds 
could be earmarked by the States for social and 
economic impacts related to mineral development. 
Furthermore, the State share of payments made 
under the Geothermal Steam Act of 1970 would 
increase from 5% to 50% 

., 



• ...... . . ; .. ~·: •.' . . ' ' 

....... 

Advocates of this position argue that the 
States bearing the social and economic 
impact which results from mineral develop­
ment within their borders both need and 
are entitled to a larger share of the 
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Federal receipts derived from such operations. 
Moreover, with the establishment of a minimum 
royalty of 12 1/2% as discussed below, federal 
receipts will still increase from present 
levels over time even though a greater 
proportion is shared with the States, and 
the loss to the Federal Government from the 
change is not a huge number. 

The Administration's position has been that 
royalty payments determined by a arbitrary 
formula will likely bear no relationship 
either in amount or timing to problems of 
social and economic impacts -- state-by-state 
or project-by-project -- generated by energy 

. · ,.9~:v,e1Qpl):l~.J:1t .9.f,. f'.~d~ra.+ .l<:l:nds ~ . ;J::u:r:tp~J;, .: ....... ,. . . . ........ . 
·· ~lthbii~h th~ fedeia1· rec~ipts loss is riot· 

. huge·viewed in the context of th~ total federal· 
·· · budqet: ,. ·the· loss ·is substantial·.·· rri ·FY '"1976 / · · · ·, 

._payments·.tO.·the .Stat.es woul.d increase. f.rom ·$126 
million to $16~ million. · Such payments can 
he expected to increase rapidly in future 
years as Federal coal development expands and 

·coal, oil, and gas prices increase. For 
example, under S. 391, the Sta.tes are estimated 

:.:,,.i;:,;,: :;:.:;. .... _,= ..... ~,.·,:i-·.,:,::..,~·····~··'····:. ·,:/;;:-.t,c,i · :i;::.~9;~.i;y._e: .~~.gp;. f.O,}::f.·ki.9p,.,·~ll;;.-fX ... *~89 ;- .px .. J 7-5:. Jni,:l~JS?1~. :-:-" ,;.'. 
· · · · ··· · · · more· thah ·under exi:stJ.ng law. · In later years · · · 

. . . .. ·~. . . .·. ·., .. 
•; ·. • '"' :· : ;4'. .... :, .. , ~. ~ .. 

the loss could be expected to be greater. 

The Administration acknowledges that the Federal 
Government· shou1d · ·gi \te ·assistance to alleviate 
th~ impact of coal d~v':lopmer:t projects· IncQ>.., 
this regard, the Administration has proposed ~·f Ro<\ 

..... th<;. _Federa;L E~e,r?'y D~v,eJopr:1e_1:it c A~::>iSt(:lr~ce. ,Ac ; . . . ~" 
......... ':71.p.::::h .. wo:u.ld .. pr,oy:i¢le con')i'trqn:i.t1_e.., .. ;unpa_ctqd by.'\~.·.•,, "·_;;. 

the development of Federal energy resources ,~ ~· 

with $1 billion in planning grants and loans '·· .. ' 
and guarantees for public facilities. Al though ____ .... 
the $1 billion applies to off-shore Federal oil 
as well as inland Federal minerals, estimates 
are that about one-half would go to coal. This 
approach would provide ample assistance in a 
timel~ equitable, and fiscally responsible 
manner, principally through the use of loans 
and loan guarantees, with provision for loan 
forgiveness if the project failed to generate 
the expected local and state revenues necessary 
to pay off the loans. 
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The Administration approach provides assistance 
that is both equitable and timely -- equitable in 
giving the assistance to those that need it and in the 
amount needed, and timely in that it provides 
the assistance for the community impacted at the 
outset of the particular project. However, it 
also contemplates that the economic gains from 
the project will enable and justify the collection 
of state or local tax revenues (whether by 
severance, property or other taxes) to pay off 
the loans over time. 

Advocates of s. 391 note that the state's royalty 
share is in effect a grant that doesn't have to 
be repaid and that this eases the state and local 
tax burden. The countering argument is that it 
is unfair to the taxpayers of all the other non­
coal states to give the coal states more than is 
necessary to help them meet the impact and that 
as the· coal states and corrununi ties realize· the 

., •. > ... ,,, .. ' .. ·"·" .· ....... 1: ._ .... economic .grow.th. th.at eventually, .. comes .. .from. th.e . ._,, .......... , .. '<." 

. · p~rt{6ui~r p~ojects;the ~ed~r~l ~ssi~tance 
through lo~ns. can· and. shou)..d be repai¢1 • 

. . • . • . . :.4 .. ; • . ~. -:- . :: • ' -~ .. -~ . . .: . : . : ' .. •. . . . . . ;. ' . . • . \ •. . ' • .. -,- ' .·, •' ... ; . . .. ·'. ·. - • ,;• ... 

Notwithstanding" efforts by coastal states. to ··get· 
a royalty-sharing approach on development of 
off-shore federal oil and gas leases, the coastal 
zone bi11· completed by·congress two days ago 
subordinates the royalty concept to the Adminis.tration 
approach. It is not improbable that even if the 

.. • 

'i ... > /'';.::,~: ·.:···::• ,t,; ::~ .. · :.·.:: .. ">'.;·<::, .. < 1.2.·,J./2%.,.:<.,stat~::·.s:har~ ;a.dO,:-;ori.;-;,i,µ,·. $. :· ;3~,i.;.J~~comes., ,;i,~W:r'.·.·····'·:'.·:.;.:.·,;:: ... ,.' .. ·: 
· · · · th~ co~l ·s~~tes will also later ~ry for, ahd get, 

.... ,. ·.· ... '. ;·: ·'. ··• . ,. 

the coastal zone-type of assistarice as well. 

2. Minimum 12 1/2% __ .!:'_~y~lty on ·coal 

This provision requires royalties of not less than 
12 1/2%, except the Secretary may determine lesser 

... P.mounts in. the cas~ of undergrqund mini.ng. . .·. . . . .· . . . . . . . .· . . . . . ~ . . . 

Sup·p~~te"~·~. ~f the .. t;ii'1· -a~g~~ "th~t· ~ i2 1/2%'.. ,.· 
minimum royalty would: (1) generate a fair 
return on a public resource and increase Federal 
receipts over the long run; (2) make coal royalty 
levels more equivalent to those for oil and gas; 
(3) reduce the front end bonus paid on coal leases, 
thus minimizing the required initial investment 
and encouraging coal development; and (4) permit 
greater sharing of revenues with the States 
without a decrease in Federal revenues. 



" J" · .• ' 

.. .... ·.:.· 

Advocates also point out that the Secretary 
has discretion under Section 39 of the Mineral 
Leasing Act to reduce the minimum royalty 
below 12 1/2% during the course of a lease if 
economic conditions so warrant (i.e., the 
remaining coal under the lease is marginal). 
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We think it probable that the cognizant Committee 
Chairmen in both the House and Senate would give 
Interior assurance in writing that prospective 
lessees could be assured before entering into a 
lease that such reductions would occur 
automatically during the lease life under 
prescribed circumstances. 

The Administration's position has been that 
royalties should not be set legislatively at 
or near their historic highs -- the present ceiling 
should not become the floor. Depending on the 
market prices, such a minimum royalty could 
prevent production from vast acreages of Federal 
coal. This proble~ is accerituated in thos~ ~reas· 

_, ., .··· --r •. • :Y!b.ic.IJ .. h~Yt:::: i._mpo::;;~d ... S:t;:.a.t:. .. ~ ... s~'·'P:t:ilncg· .. ~-n~".l_qca:L ... <.,·. ·.,.; .... _. ::· ....... ,. 
t~xes in addition·fo Fedeial royalties~ Also~ · 
it· is· unwi-s·e ·to f aver· underground mining· because 

........... · .. of . its ·lower .. recovery· :tau~· and .. gre'ater . safety . :· ·.' . 
hazards •.. As noted .above 1 : in. contrast~ -Interior's· 
new regulations provide royalty levels fitted 
to the relevant factors (location, topography, 

· ·royalty rates· on priyate coal withi,n the s·ame .. 
area, size and quality of coal deposit, nature 

. of payment, etc.) associated with each lease 
,,:··:? . ..;.~:l.,,: .. i-/ ~ .. :'' ... -~ :,: ... ~:·_,;_,:: ?·:·1:39,Jt::;:'.~- · .. : /~:l)e_:·~rict,µ9 t:FY ·.,f,l:l·~o_::P.~.i_r1);9·,~t9 -.;;in_r:9:-.e<;;t~.~4...,,·_.-_: ~;>.; -:\ ( ... ~i~~··>~ ::.~ .... : .. ~~ 

· · · · electricity costs to energy·consumers. · · 

·, •;. 

3. Deferred bonus payments 

S. 391 r~quir~s that ·no less than 50% of the 
total acreage offered for lease by the Secretary 
in any one year be leased under a system of 
deferr~d bonus _payment. A. bonus is a .lump-sum. 

: ... -.'. -~mqunt. £.or. ~h~. pi.1.r~!lase .Qf .. ~Jl .. or .... P.art of · .. tlJ.e ... · .. 
leasehold. Payment of the amount is usually made 
at the outset, but can, of course, be deferred. 

•.• ..... ,''f 4 •• 

Advocates of this position argue that it would 
foster competition by reducing the front-end capital 
outlay necessary and thus enabling smaller 
corporations to compete with the larger firms. 

The Administration's position has been that the 
Secretary presently has authority to lease under 
a deferred bonus scheme and this new requirement 
would unduly and arbitrarily limit his discretion 
as to how Federal coal is to be leased. The 
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Secretary should be free to use the deferred 
bonus procedure depending on economic conditions 
and the amount of interest in leasing Federal 
coal. Further, deferred bonus is an untried procedure. 

4. Federal exolorati_ol1___12rog~am 

This provision by its terms would require a com­
prehensive Federal exploratory program to evaluate 
the extent, location, and potential for developing 
known recoverable coal resources (stratigraphic 
drilling authorized) • 

Advocates of this position argue that it would: 
(1) assist Interior in determining the value of 
tracts which are up for lease sale; and, (2) be 
useful in estimating reserves for logical mining 
units and advance royalty payments. 

Although the language of the bill would seem to 
call for a very comprehensive program, Senator Metcalf 

·and Corigresswoman Mink have written· you·· stating that 
.. ;. .:thiP. ,.P?'.'s:?v.i::;~qn_ ''.e.s$en,tJ.~l~y. e~.~~nds. _and. c;:otjif ;i,.es :tl:l:e .... 

:· .. · .. ;-···· . on.::going evaluation program '(preseritly) 'ca':i:-ried out by . 
. the Geological Survey .••. This program do~s·not 

.. · ·'"·:prevent·· th€("Seci"etary from: i"ssuing· :c"oal .·lease's'· where• .. ''· .. 
he ·believes. he. ·already ha!:! adequate information about 
the nature and extent of the coalt nor does it 
require that all known coal be evaluated before any 
is leased."· Both of these Members appear, on the 
basis of conversations yesterday, to be willing fo 
give the Administration and the Appropriations 

·.·.'.··:' .·.,:.·. ,,.:. .... : ;.forrunittees ... wri.tten,.assura-nces ... that,a·.moO:es:t ,progrqm:.'.'"_-· 
'7""' ;·.'.'':. ;,.,.· .. ·. "·· .: "· .. ir~ ·.· ti1e''.$1 o''"' to. $'~3'6" -~i l·i_j_c)r1:'ra:"r1'~ie',· an'ii~~]~ly. ~-~.would . , : . . .. 

. · .. '•. 

satisfy the luw and that Interior could rely heavily 
on data submitted by bidders. 

Notwithstanding ~uch ·assurances, there is an 
appreciable risk that courts would construe the 
mandatory language of the bill to be much broader. 
Current Interio~ program.of drilling is in known ... 
~~~l-~te~~ .~of tb~ ~el66fioQ_pf~tracts for~l~~il~~.:-. 

:."-·>: ·~·.-.· ... , .. "-' "· ... 'a·n:a: to . deteirriine · fair ·ma:rk:et va.lue ai1a· Ts n.ot .for .. 

exploration. The Administration's position 
has been that comprehensive exploration: (1) is 
not an appropriate Federal function; (2) could 
entail large costs with little benefit in terms of 
Federal revenues -- Interior has not made any cost 
estimates, but the Congressional Budget Office 

· has estimated a 5-year comprehensive program at 
$1.2 billion based on U.S. Geological Survey pro­
cedures and cost data; and (3) could create 
significant delays in the discovery and development 
of Federal coal. It could be added that such Federal 

,J. • ... : .... 



. :: . •' . . . ~· .. 

· •. ', ....... :.·· i .. 

.... 
:.' ·, • ~ t ~ ..... : ·~ '• •• •• ' •••. 
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exploration duties on coal would be a bad prece­
dent for oil and gas and that the provision is 
unfair in that the Federal Government bears all 
the exploration cost but the States get 50% of 
the royalties under the bill. 

5. Production requirements 

The bill requires coal lease terms of 20 years and 
so long thereafter as coal is produced in commercial 
quantities. Any lease not producing within 10 
years shall be terminated. Lease terms would be 
subject to readjustment at the end of the primary 
20-year term and at the end of each 10-year period 
thereafter if the lease is extended. 

Advocates of this position argue that it would 
assure diligent development of the coal lease, which 
coincides with Administration objectives. They 
point out that Interior's current requirement ·that 

... 2 1/2% of the 40-yea~ p~o4uction b~ acpqmplished •. 
''"bv·e·r. ··t.he. :first' 10 yea:r·s·hla~7be· mO"r·e· ··strfn.gent..·tl1~t"r1·.·:• 

requiring·coal to be produced "in commercial 
,. ··· ·quaritities"·by the l·Oth'year~' · ·· · .. ·. ·" ··.'· ..... · .... .•. .. ····. 

They also argue that if the 10 years prbve to be 
impractical in some cases, Congress will amend it. 

The Administration position has been that it is 
unrealistic to require production within 10 years. 

; ;_+t; .A.~~-.i~port..?-~t._, .t() ..... h.:;iy~. ,_.~);l.g:~.8 . .:k:?S:S.~t-.?,:o,p. <,J·9,, "~~~~n~ ,:,,·., 
a ·1ea~e f6~~ri ~dditional 5 ye~r~~-~s Inte~ibr's · 
regulations allow, under certain conditions. 
Specifically, in the case of very largo mines, 
synthetic fuel plants or other ~lants built at the 
mine site, it is necessary to'do sever~l or all of 
the following: (1) find a market for coal; (2) 
develop mining and reclamation plans; (3) arrange 

. . for financing; .(4) procure long-lead time equipment; 
·: .... ~ -'.'.::·-.: ( 5J: :.~ii,i.1·~1·:··-r~t1~r.9ad .. svwr :.J~.I:i.ej; :.<?:( .a:i:tapg~. :J9r., q.th_e·r. · · ... · 
· .. modes· of transportation; ( 6 )' obtain numerous local, 

State or Federal permits; and (7) build the mine 
site plant. In some cases, 10 years could prove 
insufficient and thus very massive, complex projects 
will not be initiated for fear of not meeting the 
10-year deadline. 

. ....... .. 



'•,"Jo,,;··· •. . .: ~ .. ' ..... 

10 

The 10-year limitation was added by Congressman 
Hechler -- the most active opponent of your syn­
thetic fuel proposal. Senator Metcalf has stated 
that he, Senator Jackson and Senator Hansen would 
sponsor an amendment to the synthetic fuel bill 
to exclude projects thereunder from the 10-year 
restriction. 

6. Tracts reserved to public bodies (rural electric 
co-ops, etc.) 

: :.) -.· ·•. ;· . ·- ~ -•' 

This provision of the bill reserves a "reasonable 
number" of leasing tracts for public bodies. It 
would also authorize the Secretary, with the con­
currence of the Secretary of Defense, to lease coal 
or lignite underlying acquired military lands 
(such leasing is currently prohibited). 

Advocates of this position argue that it would 
encourage· and promote rural··ele6trifidation and· 
help serve areas which. ·private ind\istry has passed tl'j/':· .; '· .. :· . '·...: .. ·· ... ': ............ .· .. ', .: ............. ·: ...... , .. :"' .. : .. · .. , .. : . ._ .. : . · .. ' " . :- ,. '·: .. " ... ,,. .... ··. .. ..... · .. :· : ...... ' ~ .. : . . 

~ .~; ...... .. :.""·.· .... ,;· ... ~-: ·- ~·.; ... ,.. Opponents· argue· that- th'i"s · "provisi-'on· :discriminates · '··· .. ·· 
j.n. favor of public bodies- .which can.1 under exist-
~~g authoiity, iecelve a license from the Secretary 
to mine coal. Considerable difficulty could be 

. encountered. in .defining. a. "reason.able. number .. "-

7. Acreag_e limita"!:~_sin __ !_o~_Logical mining unit~ __ i_LMU) 

'·:.:- '·' <·;, :~· >::( :;,:., -. .w:.,., .\.L :~ :·:'Tti~ t b:fii 'p ti:3hl iitf'~:, ~~·ri;:,:: -~ri·~; "~Mf'.}t: y · ::ri6~' \'./~·iit·ic;iti rt J:. ·~,~:: ·:: ><~ >·· 

• ....... :!' :·· ...... .;· ••••• ;: 

and mining LMUs -- including non-Federal lands -­
in excess of 25,000 acres. 

Advocates of this provi.sion argue that it would 
assist in preventing a concentration of holdings 
while nonetheless assuring that large powerplants 
have ample coal reserves. . . ·. . .. ' . . .. 

, ....... di)po.ri~nts··a·~9ue".tl1at ·t:hfs -:is ·ar; · .krbi'f~cn.:~ ··re~t:r:i·C:.'..'' .·'. · ..... , .. 
tion which could result in: (1) multiple discrete 
mines where one large mine is most economic; (2) 
higher coal production costs; and (3) non-development 
of economically valuable coal . This is true because 
non-Federal coal is included within the definition 
of an LMU and a number of such areas now exist or 
have been identified by Interior in excess of that 



. •, .. .:.·,• ... ·'. . 
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size. In such cases, and assuming a 25,000 acre 
limit, the issuance of two leases to cover what 
would otherwise be one LMU will require 
essentially concurrent production from both tracts. 
Also, synthetic fuel production operations may 
require more than 25,000 acres. 

8. Mining and reclamation plan 

: - t • • ·. " .. 

This provision requires Secretarial approval of an 
operation and reclamation plan within three years 
of lease issuance. 

Proponents argue that this would assure the diligent 
development of coal leases, which again coincide 
with Administration ob~j ecti ves. However, the three­
year period may be impractical. Since the lessee 
must, under existing procedures, have an approved 
plan. before beginning production, this requirement 
serves no useful purpose and. adds to paperwork 

·burden '"both·· in· ·and ou·t of Government.··· · '· · ·:· .. · '"· 

· · · · · · ·· · · ··· ·. 9 •. ·Anti-trust review· · ·. ,. · ·· · · · · "· . 

. S·~ ·39-i requires t·h~ °A'ttorney Ge.neral t~'. review all 
coal leases being issued, renewed, or readjusted 
as . to .their consistency with the .anti.-trust laws . 
(30 days allowed). If leases are.deemed to .be in­
consistent with the anti-trust laws, they may not 

:,.-: ..... __ , _. .. b?. i .. s;:;u~d, _no.r ·-~~n~wed .. :or .... r..esi.4j:µ~t~d .. £9;i;.-.. rn,ore, ,t;han,:., .. --..... ,, .. , ........ ,_ .. ,,., "·'· C>ne · ·~/ea1:"/'"i.inT€{~:{s·"t:ffe .. : secrefa.·ry ·t inds· ·fh.id:. ·iu.ch' ... · .: · · ·.~· ·. 
action is in the public interest or is not subject 
to any reasonable alternative. 

Advocates of this provision argue that it is. in 
response to a Justice Department concern about the 
possibility of violations of anti-trust laws by 
the coal-energy indust~y. There is precedent, e.g., 

.. , :· .. ': 

.. iri the· nuclear f iel'd. · · .. ··.. ... · . .. . .. ·· · · · · · 
..... :'. .• ,..::,.~ '.·":'n :,"v · .. :'.'.• ••! ~·~-.~·.·>' . .-:;,,.·_; ',., -.::·: .. : ;., ."·: ... -.· ... :.:-... •.•.: · , •"':;'. .. •, ·" ~~.=·:··· .. ·, · .. ,, ~. ··-:-·::."·-·~ · .... -~-= .•. \', :~:.·~ :-~ .. ~., :~•, •. ,,_ ........ · .... • ... ,_.::,,~'. .· ,• ... •1;A~: 

However, this provision is administratively cumber­
some and Justice is extremely reluctant to off er 
conclusions on anti-trust questions in advance of 
a particular activity. It would also increase the 
paperwork burden and create a troublesome further 
precedent for other economic areas. 

10. Public hearings 

The bill requires public hearings or comment at four 
different stages pertaining to any one lease sale: 
(1) development of land use plan; (2) before lease 
sale; (3) formulation of logical mining units; and 
(4) prior to determining the fair market value of 
coal in an area. 



····· .. •, .. ··: ., ... 

Advocates of this position argue 
public hearings or opportunities 
been sought by western Governors 
and local concerns regarding the 
of surface coal mining. 

12 

that multiole 
' ~ 

for comment have 
because of their 
adverse impacts 

The Administration position has been that four 
potential hearings on one coal lease sale are 
excessive. Hearings at the point of developing a 
land use plan are appropriate and are required under 
current regulations, but the additional three hear­
ings will not usually produce benefits commensurate 
with the additional burden. The requirement will 
slow down, at least to some extent, implementation 
of Interior's coal leasing program. 

11. State delay of national forest leasing 

This provision requires that prior to any coal 
leasing on national forest.lands the Governor of 
srich Stat~ b~ riotified~ wit~in 60 days of such. 

•••• •,:.'t ·: ·notificationi'.-.the:·Governor -may :reques·t .a' 6,...,.month,· -···.··· · · ·:, 
delay and reconsideration of any coal leasing~ 

. . . - ~ . . .. . . . . . - . .- . . . 
.. . ... , ~ .. ·. ·:· . ·,·· .. .. :1 ........ : . . . .• ;., . -·:- .. · . ., ·. . . ••. ~ ~ ..... ·, , .• .· •. ·· •• : -~ .• ~ .. ·-: •.. ; .. : . :- . # ••• • • • ••• 

Advo6ates.9f thi~.position arg~e that i~ would 
· a·s Slire adequate· cOrisidPra tiori· of· c6mpet'inc_r surf ace·· 
uses within the national forests, and they assert 
that such special consideration is warranted because 

-. 'of' the unique nature·· "of fo"rest"1ands as opposed to 
other lands. 

:· .: 'T-hk·:·id.-trdri'i~strcitiofi·i' ~· p_dsft{i:ot{ ;h~i:f:· .. be-~fi·· .. :tha:t: ''.thEi:::.:~.;·· ,'.':. : .. ':( (·.< 
Governor and local officials have the same or 
better opportunity than others do during land use 
and environmental impact hearings to register their 
views concerning coal leasing within the national 
forests. 

In addition, the enrolled bill requires the following -- all 
of which are less controversial than.the provisions set out 

··ab·ove: · .,- .... -· · -...... · · .... ·. ·· ·.-' .. : · · .. ·· ... · ............... · ····: .:"..-:: .... ··· ·. · .- ·. ·' • ... · ..... ,. ', :.· · ·· .-.. " .... 

completion of comprehensive land use plans (very similar 
to what Interior now requires) before the sale of any 
coal leases; 

mining operating plans which assure maximum economic 
(underground vs. surface) recovery of the coar-(similar 
to Administration proposal); 

individual licenses issued for each State in which coal 
exploration is to be undertaken; 

elimination of preference right leases (Administration 
proposal); 

.,.._ .. •;: 
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- diligent development and continuous operation of the mine 
or mines ·with authorization of specific advance royalty 
payments in lieu of continuous mine operation (similar to 
Administration proposal); 

- that no one person hold leases in the aggregate that 
exceed 46,080 acres per state or 100,000 acres nationally; 

- competitive bidding in lease sales and fair market value 
payment (Administration proposal}; 

- no coal mining in 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. 

C. Congressional views 

Ih reporting ·on· the "·enrolled· bill", «:i:' majority of the House 
.................. · I .. n:terJc:>.:i:: ,.:,ind. J:.ns.l,lla,r ... A~ ... ~~1~.:r:s .. ·~()1:1J11iJteE;,..exp~,e.9£3e¢l., tb .. ~ I;>e}:i.~_f 

that the· F'ederal coal leasing program under the Mineral 
. ·.. ·:· :·: ~.: 

·~·· •; .. ·. 

. . . .... 

Leasing Act· of 1920, as interpreted and enforced by the 
·nep:attment of the Int'eri'or;·'·has>the."fotlowi:trg'·basic> · "·' ··"· 
· deficienoie.s: .; . . ·.... . . ... .. : . 

- lease terms, preference rights, and royalty requirements 
. ·.· .. that encourage .. speculation-· and. do not· assure- .a, fair. return 

to the public; 

:; .. :_ . .-,«. . \·!'.J-.:-::·:-:t~·f~t~~·~r'·°:C:~4.t~"f.~,~·;·t:B:~k';~:,+..~~;~;:/~.9..·,~'"·f9,t!P,~P:t:r::~~~?·~\/?:f .:~+§;.a;~~~:;_..:.':.:···<.:>~·~:.;,":( 

1~ •••. : ..... 

- inadequate environmental protection, planning and public 
participation; and 

- a lack of mechanisms to alleviate social and economic 
impacts in areas affected by mineral development. 

. .. ... E.:i,.ght m~mbe:i::.s . (Ru~pe.1· .. SJ:;;q.bi tz.~ .. seb.~li.1:1~,. · r~a<JoJ1i,;:ir.sfnol ... ~rqith ,.:_' 
Pettis, Bauman, S. Steiger) of the 43-rnember Com.rnittee 
voiced additional views that strongly urged reconsideration 
and adoption of essentially the Administration's viewpoint 
concerning the following provisions of the bill: (1) anti-
trust review; (2) comprehensive Federal exploratory program; 
(3) minimum 12 1/2% royalty; (4) multiple public hearings; 
(5) 25,000 acre LMU acreage restriction; and (6) increasing,_.,·· .. :::· 

. ... •\ 

the States' share of mineral receipts. However, such /,,. 'u ~: o . 
reconsideration was not undertaken, and neither the Housl'::i ~-;.: · 
nor the Senate appeared to give serious consideration to ~ I; 
Interior's new coal leasing and reclamation programs whic ",, ·--·-·j/ 
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were in the final stages of being implemented. (House 
passage of the bill occurred shortly before Secretary 
Kleppe announced the Department's new coal leasing program.) 

D. Agency views 

Agriculture and CEQ recommend approval generally on the 
grounds that the enrolled bill would provide the necessary 
environmental assessment, land use planning, and other pro­
cedural safeguards to assure the resolution of potential 
resource value conflicts in advance of develop~ent decisions. 
Agriculture considers the requirement to notify Governors in 
advance of Forest Service leasing as superfluous. While EPA 
defers to Interior, on balance it appears to view the bill 
more favorably than negatively. 

Commerce, Justice and Defense all express serious concerns in 
their enrolled bill letters on S. 391. Commerce believes 
1:.hat the bi.11 will ret.ard. the exploration an¢1 d~velopment of 
Federal coal re~erves whil~ Justice se~s the anti-trust pro-

····' · vi.sions .·as .burdensome·· and. unproductive. Defense' is. fearful. · · ··· 
that the authority to lease coal and lignite underlying 
a.<;:q.uired.n:iil~tary .. landq wquJ,d.be .... ir1imi9a.i .to .tJi_e. qperational·.: '· 
integrity o·f the initi tary. in.stailatio:r:i." · · · · · 

, •••• 4 • •• · ..... 

Finally, Interior, EPA and this Office all recommend 
veto. Interior has serious concerns with respect to most of 
the bill's deficfcncies as they 'have. been discus'sed iri this 
memorandum. The Department fears that the enrolled bill will 
seriously interfere with the present progrrun. F~A believes 

.. , ;' ::that. :tbe:-.F.ederai ·. exp.1or'ation··:progr(im·.·:j;.g:,~'most: .. ina·ppro·priate: .. :::·.·, 
and unacceptable. FEA agrees with Interior's conclusion that 
the bill's provisions '·dill seriously complicate our coal 

' .... ·· .. 

leasing program. While ~>haring the agencies 1 concerns, we 
also note that t~e bill provides absolutely no new authorities 
that we really need to manage the Federal coil leasing pro-
gram in an efficient, productive and effective manner. As 
pointed out above, it could very likely interfere and hamper 
.the pres,ent program. . .... ·. · .· 

·.:· !" • . ._ .... .. '' ··! .• "' : :~ .• . · .: •.·. ~ .. :-.;,.; .. :; ··. ~·· ... ... _:· .... . .... ·.. • • • •• ., •• '1! ~'. . ~ •, . . :.:. . .. :··· . : . ·;-- .. ·. . .. -~ ... · . : .. ': ... .; .""'; -~ ..... 

Finally, it is possible that your action on this bill will 
affect future Congressional consideration of strip mining 
legislation. Although approval of the enrolled bill would 
probably lessen the risk of a bad strip mining bill corning 
to your desk (either separately or as a part of a new effort 
on coal leasing legislation), we are not in a position to 
judge how important action on S. 391 is in this respect. 
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Likewise, we are not in a good position to assess the 
chances that a veto would be sustained. The lopsided 
votes indicate that an override is a real threat (Interior 
believes it will be difficult to sustain a veto). However, 
the manner in which the legislation was passed and the 
timing thereof vis-a-vis Interior's subsequent new 
regulations lessen the utility of such votes as an accurate 
barometer on a veto vote. 

Director 

Enclosure 
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APPENDIX 

1. Letter_ to you from 74 Senators urging you to sign 
s. 391 

2. Letter to Secretary Simon from Senator Hansen explain­
ing the return to the U.S. Treasury under S. 391 and 
urging Secretary Simon to join in asking the President 
to sign S. 391 

3. Letter to you from Senator Metcalf and Congresswoman 
Mink urging you to sign S. 391 

4 •·· Telegram to yo~ from the United Mine Workbrs urging 
you to sign~~· 39~ 
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5. Letter to you from 11 House memb~rs_urging you to· 
..... - ···.:- ··, ···veto s. ·391·· ·· · ·· .. ·. · .... " ... _.··: .. ' . . . . . 

• ... 

6. 

: ... 

.. ~. . .. ~ ·_:" . ,;' .. ·., 

. . . ~ •,. '. . 
Letter to you from the American Mining Congress urging 
you to veto S. 391 

. · ... - ·i· . - ;· .... ~ ... 
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dlrrv·~O P. HANSEN 
viYOXlNG 

The President 

WASHING'TOM, D.C. IOSIO 

June 23, 1'976 

The White House 
Washington. D. C. 2050~ 

Dear Mr. Presiden~ ~ 

.:: . 

· We urge you to si~~n into Taw fli~ ·rem>,....dl__Coal 
Leasing bill, S. 391, as amended and recently _:passed 

- ·by Congre·ss. -- · --- - · - - ~ - - - - - -
.. ~:...-... ::..:...;....s ;:_~..:::_~-:- ••a "'"--.c.,;..-._.._ •- ~, ..:.... --..: • "':'" ~-~:.:.::--...· ,.-...,-~-· --- _.,..___ _ ...... _ -·-·-...,.--
·~ ----

. . 

---------:-...:.-s ._ ?_91 •Js dei:;igned._ m-ftl..J.rri~ate_ j;fl~ .r-pec~a:ti~e 
·holding cif ·Federal coal leases arid to ensure that 

.., ..;;• ~? ... • ·,, I...:_:: I • , . .. :th~Y .~~l .. :l. .. b.~ .• ¢iev.e.i9.p~9- .9n .. ~- :ti~~~y:.:.l.:>.asis and in ,,a. ·. · ... ·-. •· 
mariner.which is of benefit to the public. These 

'\ • --# .;. .. • .......... 

r .. • ~ ·""' _.. 

lands ~-re -owned by the ·people ~nd subject to. tl).e 
·~irtera1.·' Lea·s·ing ·Act of l 9.2'Cf. We m-Ust· have an equi­
table coal leasing· policy. We must ·have increased·· 
·coal production from our public lands to help meet 
our national energy needs. We must set environmental 
parameters for:the taking ·of coal from these lands. 

We also must have a fair and decent r turn from 

. ./' .,... ..... · • . r. .• 

. . ,: .... :h\ft.:·~ .. , .. : .. -.., ;,,t ~;~;;::po~l: '·.:~-Ju.i~-~~~~al·;:pt?p<iµ.9tioni:-:;to- ~he:::\h ... S..:2;:.Trea~tur..Y· :'.anu': : ·. ·- ·~::::~ : 
· · .' .· - · .- · ·· ·to· the ·states · ;hich are and wi 11 be most &ffeeted by 
.~- -:..---: - -J0dr"•"'.:--1 ceal . ln-Ltg-.-- -- ~ - - -

.. .,_ .... 
.. "'""" ·- . 
---r----

_ _.'ther-e- is- ~,no oth~r substantial ·f-edera--1 ass-i-stance 
-available to the coal producing states to dei- l--wi th 
the projected and alre-dy occurring population 
increases occasioned by mineral extraction. The new 

. . f.inanc.ial .assistance provision in tjli-s bill could h~:?·lp · · 
~·· ·, .•.. • · .... · ... .w.ith an; ,orderly). stable· tr.ransi-tion --and '-mitigate" ·t·he· ·· '""' · _. 

dramatic and often traumatic social changes. 

In short, the help offered in S. 391 is badly 
needed. Again, we respectfully request that you sign 
this bill. 

With kind regards, 

Sincerely, 

Ji
" 

~ r.· 
. ,· ! . "I . ,\..:( / ~{['it 11 tl"\.-.f-( ... ~-

,:: . / .•) , ..... ,..,. . 
. I .-· ,... .. ... ,,.,,,. . .... ~ • .•.;..-cJ ,.. -:;--:-.-. -· .-..,... ____ _ 
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CLIF,-0 .. 0 P HA,.SCH WYO. 
MAJltt< 0. HA.TrtCLO, OIUG.. 
.f,Ur~[I A. MC CLtJ"L, IP4ti0 
DtWEY ,., aA.JCTU"n • OKLA. 

•H ~ T JOHJ-(S,TON, LA. 
JA,,,.[$ AllOUftt'ZK, S. C>AI(... 
rL.OYO K. ,.., SM.rL.\ •. , COL.O. 
JOHH C.l..C...,..,. OHIO 
fHCH ... A:> !'lONE., f"l.A. 
DALE &UMP'£1t$, AftK. 

GR:NVILL[ GARSl:lE, SP£CtA.L C0UMSC'L. AND $TAFT DIRtCTQ" , u U {~ ~ 
WJLUAM J. VA>& NE.SS, CHIE.f' COUNSE\,, \J .1 41 

Honorable William E. Simon 
Secretary of the Treasury 
Washjngton, D. C. 20220 

Dear Mr. Secretary: 

In a letter signed by 74 of my colleagues in the United States 
Senate and delivered by me to the President on June 25, ur&jng him 
to sign S. 391 into law, the issue of a proper return to the U. S. 
T1·easury was mentioned but not fully exp! a ined. 

'I11e question qf overall increase to the Treasury, vis a vis 
.. the· ~ecfamati'on Fund~ ·is iri niy:·estimation· open to specutatlon, 'if' 
viewed in the long run based on the known reserves of the minerals 

·inVoli1ea. We ·are·'conside-r-ing in this· letter ·the return to the··" 
U .•. S. Txea;.u;ry as it appl.:i.es .to thP.. 1 ea$.ing and min.ipg of. cp~,~. 

I wish to assure you that Section 7 of this bill does in fact 
provide. for a net incre;'ised return to the Tr.easury as. i 1 lustrated. 
by the fol lowing exai:1ple: 

. . 

. ~ .. :: '' "' ... , ,.~ .. , '-~· ~ ·.;, .. ·"·' 

. " .. 
.. . .. ' ... 

Fair Market Value 
of Coal 

*Federal Royalties 
(highest possible) 

* *.Fed~J.~~.1.: Jlby~} t ~~~· .·. 
(actual to 197SFY) 

Federal Royalties 
minimum under S. 391 

Return to the Treasury 

Return to the States 

·' ... 
J> ••• , ,. 

5¢ 

$1.00 $1.00 

· ... ··.· .. I •: ·.~ . : ... . ~ , ' 

12.5¢ 

2.67¢ 6. 25¢ 

1 . 33¢ 6. 25¢ 

*Increase to the Treasury would be 1.25¢ or 25% assuming the highest 
possible return under current regulations. 

**Increase to the Treasury would be 3.58¢ or 71% under current, actual 
rates of return . 
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Honorable William E. Simon 
June 28, 1976 
Page two 

I would earnestly ask your support in J ight of the above 
to join with me in asking the President to sign this bill. The 
bill was enrolled and delivered to the Presid~nt on June 22. 
I apprecjate any assistance given to coal producing states. 

With best regards, 

. . '·· 

. ~PH: tbc .. . .. 

Sincerely, 

Clif.ford P. H;ansen 
u s s . 

.. -:,---.. 

... 1s .. t .&. •• ~ ... • 

-.. 
cc~ Honorable James T. Lynn 

' ....... 

: I • '•. 7 

, ~ .. ' . . •. 

.. ·,···'· . ... · .. ·.'-··~· .. ~ . 

' I I'• • 

. ' 
11,.,·. ,. .... L -. .......... ,... ·~> .-l't ;. ..... .• • ..':•·••"! 
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fttCl-'• .. O STONC. FLA. 
DAL.£ 11Uhlt,._£"ti, AlllJ(. 

OJllCHVIL.l..E. G.Alll'"SIOE. S~CCIAL C:OUNS£L AND S'rAF'' DtR£CTO,_ 
COMMITT"EE: ON 

tNTERIOR ANO INSUt..AR AFFAIRS 

',, 

·. 

The President 
The White House 
Washington, D. c. 

Dear Mr. President: 

WASHINGTON. 0.C. 20510 

24 June 1976 

' 

We respectfully urge you to approve S. 391, the Federal 
Coal Leasing Amendments Act. s. 391 is designed to eliminate 
the ~peculative holding of Federal coal leases and to insure 
develop:r.ent of Federal coal on a. timely basis and in a manner 
l?ene.f;lcial to the public. It would not only increase coal pro-
. '. . .. ·~ ' . . ' . i ~. .·. ,,·. • .... •·· .. • . ... . " ,, . . .· . . "." . ~ - . 
duction to fulfill national energy needs, but al·so guarantee · 
a decent return to the United States Treasury and to States 
.:impacted by Federal coai mining: . ' '. . . .. ' 

: . . 
While the Admini~tration has supported the concept of 

amendments to the Mineral ~asing Act dealing with coal, in 
January, Secretary KlepFie exprcf ::.ed some c 1oncerns about the 
bill. We believe that the mujor provisions of the bill are 

. ·. 

.: l '· 

... ·~ "·' , · ~ pomp~ti'b~e. ~.i.th,. ,,,~he. l)E!\ll P9!:~C:~.~.~(,a·~ ... ~~gµ~~t.~~p..~ .9.~ ~~.b.,:,:~~F~'7· · .• 
ment of the Interior. 

. . .. .. . (_., . 

l. Minimum Royalt'(. During the past 54 years, the Federal 
Government he:w collect.c·d. rtn av .rage of only 12~ cents per ton 
of leased coal in roy lty payments. This is a r idi.c·ulously low 
rate of return. Recog:lizing th.i.~· facti the Interior Department 

. ~as now .. r~~sed i~~ ~oya_17f rate tq 8%~ . ~ • . ,391. ~o~ld gq f\U:".~.he:l= 
· "·l.n· rectifying this ·inequity· by ·es·tabli.shing a .·minimum ·r.oyalty~ 
of 12~, a rate generally in line with coal taxes and royalties 
of western States and Indian tribes. 

The Secretary would be given discretionary authority to set 
a lower rate for coal produced by underground mining, which is 
a relatively costly method of recovery. In addition, Section 
39 of the Mineral Leasing Act would continue to allow the Secre­
tary to reduce the minimum royalty below 12~ "for the purpose 
of encouraging the greatest possible recovery of coal"~ Thus, 

@ 
. f (jp/):. 

l ) .p 
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~ 
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an operator could pay a lesser royalty on a portion of his 
coal lease which might otherwise be uneconomical to mine, while 
overall the return to the public treasuries will substantially 
increase. 

2. Payment to States. s. 391 would increase from 37~ to 
500~ the portion of revenues going totithe States from mineral 
leasing, and reducing from 52~ to 4'P°A. the portion deposited in 
the reclamation fund. The additionai 12~ returned to the States 
would be available for use in planning,, construction and mainte­
nance of public facilities, with priority to be given to areas 
impacted by coal development. The u. s. Treasury would continue 

· to receive the ·remaining· 10.%', as ··under e..xisting law •. The .western . 
coal-producing States must deal with the problems of population 
influx triggered by Federal coa-1· development. For- these .,States, 
new .financial resow::ces pi;ovided. by S.: .3.9l cpu,l.d A:>pell, the, ~:i:~-:-, 
ference between a c:haotic disintegration of t.raditional rural 
lifestyles, and the orderly transition to urban and semi-urban 
living patte.rns. · 

........ .'.~ •. Federal COal.Evaluation·Program" The Department has been 
·~~r'itius·iy.· 'hanaica.pf)e"Cr '·i:ii: ·deterifi'iriirig'· the a'C!hfat·\ta"itie · o-t coai · "· · · 
tracts which are leased. Ro 1ever, through the Geologicai Survey 
it has begun to correct this defici ncy. In E'isca l 197 5, $1. 9 
million was spent for stratigraphic drilling and other evalua­
tions of Federal coal lands. According to the amended budget 
request now pending before Congress, Interior's program would in­
crease from a projected $2.5 million to $7.6 million for Fiscal 

I ,, 

··1977. . . : ' . . . ..,. . '· 
• • •• , • f"" ... # • •• ~· • , •• • .. \ \•: i : ~· - • ,. • ., • ' «: \ ... •. ""' • ·• "' .., ..... .:-... . · 

The Department has stated tha't "expansion of this (coal 
drilling} program is necessary to supply the Goverrunent with ad­
ditional data to facilitate the coal leasing program". Section 
7 of the bill essentially extends and codifies the on-going evalua­
tion program carried out by the Geological Survey by directing 
the Secretary "to evaluate ••• the known recoverable coal" on Federal 
lands. This program does not prevent the Secretary from issuing 
coal leases where he believes he already has adequate information 
about the nature and extent of the coal, nor does it require that 
all .known coal be evaluated before any is leased. 

.. J 
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4. Logical Mining Unit:. Considering that the multipli-
city of land holdings and ·the failure to consolidate varying 
types of holdings under a single control can lead to wasted 
resources where coal tracts are toot,small for profitable m~ning 
separately, the Department has prod~ced the so-called "logical 
mining unit", an ad."llinistrative construct now incorporated into 
its regulations. The definition of a· .logical mining unit (LMU) 
in s. 391 and the Department's definition are essentially alike, 
with the exct-ption of the term "contiguous". The bill would 
provide new discretion, ~ry authority to the Secretary to require 
the· format.iot1 Of LMU • s arid (as in ·the Department"' s regulatt·ons) ·· :. ·. 
require mandatorily the reining out of the coal reserves contained 
in the LHU· within a 40-.year.-pe.riod· •. A 25.,.000-:acre- limitation 

. in ~h~ bi.J,.l wQuld ·N.o.v.ide ample c;c;>al reserve$ ~i,thin an LHU to 
supply even t..l-te largest electric· generatl.ng plants; calculated 
on the basis of tonnage yield averages in the major coal-producing 
counties of the western coal States. > 

5~ Competitive Bidding. In SUE: ending the future issuance 
., . ,Q£, .. Pi~,f~:i;~I1.:Ge r.i,,gJ1t:. l~a~,es.1 · •. ~e~r.eta:~Y .... Rl~:i;>pe;:. ha~ . ~$1op"t;~4., ~ · _Cf':rdi- . 

. ,, · nal" pr·inctp!e ·'o'f--·s. · ''·~9I'~··~narlle'1y'·, 2on'fin:ing·:· 1·e~fsih·9·.~t:c>- compe·titive' -: ~ .... 
bidding only. The Dc. .. K':"i·tie""lt' s :r c<ulations now contain requ:.re­
ments for comp;:;titiv.; b'uding 0.1 coal 1::.: sc•; and for deter.tination 
of fair market value which -- although not as detailed -- are 
generally comparable to provisions in s. 391. s. 391 would re­
quire that half of a:l acreage l~ased in any one year be leased 
under a system of deferred bonus bidding. Deferred bonus bidding 
woul_d prevent domination of the fiel.d by the largest coal 

. ~ compabi.e·s. and the mu1tination'a1 oj.l corporations. . ..... 
··.~··''·:·"·•" .. ··'• .• ..• ·:-.··: ·' •. ·~. :~-.. ;.-~·- ,~,., ..... ~ .. "'·:; ... · ..... ~ ... ' .. ~ ....... •'*'•' •• t,,• . , 

6. Diligent Development. Both s. 391 and the Interior Depart­
ment's regulations require actual production from coal leases 
within 10 years. The Department's regulations, while containing 
a possible 5 year extension of the ten year limit, also require 
production of 2 1/2% of the 40 year coal reserves of the LMU 
by the end of year 10 of the lease - a requirement which is 
arguably more stringent than the provision of s. 391 calling 
only for production "in conunercial quantities" at the end of the 
tenth year. 
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In both cases, leeway is provided for interruptions by 
strikes, the elements or casualties not attributable to the lessee. 
Both systems combine flexibility with a mechanism for ending the ' 
wasteful speculative holding of Federal coal leases which has 
frustrated the intent of Congress ov;,r the past few decades. 

r.· 
-} 

7. Other Provisions. In passing_, we would mention several 
other provisions of s. 391 which are qomparable in most respects 
to those contained in the Department's' r( gulation • The.se are 
as follows: (l) In Section 3, requirements for a land use plan, 

···ptiblic hei=rri"!igs ,· ·c:ons·u-ittition :With other· ·Federal· Eigericies ,· mineral 
assessment, review of likely community impacts ; public notice, 
compliance with ·Federal" envirorunental statutes·; . (2") ··rn "Section ·4, · 
the e·xplora tion license and '"data: and· (3·} ·In Se-ct ion· -16 ,.· exclusion 
of the National Park and similar Federal-protected areas from 
coal leasing. . , 

-. 

In sum, YJI. President, we are convinced that s. 391 would 
:·· . . .... : . . ~.t_re~gth_eX'.\ .. 1;.l)~ ·l\~n;d. _qf .. ~b~.;···'~e~~::t~~~· .8~ -.~.~~-· ~:G:~~f ~~·;':. -~~ .. "..~~.r Y~~~;.;~ .. 

out his mandate to bring about the o·raerly and quit ble d .velop-
ment of Federal coal r Gource~ u~~n which this ·t' n wil~ more 
and more come to depen in the foreseeable fuLure. 

{ /) r. Respectfully, 

.. -<1~ /IE.z:p L .:.:: ,,R~-r~--
Lee Metcalf, Cha:J;,an Patsy T. Mink, Chairwoman 

I 

Subcommittee on Minerals, Subcommittee on Mines and Mining 

... 

Materials and Fuels House Interior Committee 
Senate Interior ~ittee 
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n THE UNITED MINE WORKERS OF AMERICA· STRONGLY SUPPORTS S. 391, TH£. 
22 

23 .FEDERAL COAL LEASING AMENDMENTS ACT, AMO RESPECTFULLY REQUESTS THAT 
24 IT BE SIGNED INTO LA\."!. THERE IS A GREAT NEED TO REFORH THE ENTIRE 
2S 

, u COAL LEASING PROCESS AND THIS BILL VILL BRING THE LONG OVERDUE 
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1 11 THERE IS A NECESSITY FOR THE OPTIMUM UTILIZATION OF OUR DOt1ESTIC 
11 ENERGY SOURCES. HOWEVER, THIS UTILIZATION SHOULD BE CO 'SISTENT 
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,, WITH THE PUBLIC INTEREST. S. 391 NOT ONLY HELPS ASSURE THE DILIGENT 
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June 29, 1976 

.. 
The Honorable Gerald R. Ford 
The White House 
Washington, D.C. 20500 

De~r .Mr. President: 

The undersigned strongly urge you to veto s. 391, the 
federal coal leasing bill, as we believe it is not in the 
best interest of the nation and wil-1 severely hinder the 
~achi.~v~1Tl~ri~ . of ... YP':l.;, .. ~~~p._is!=~a~~on' s ~J:>jectiye of en.ergy . 

• • • ' 
0 

• f • "'• ~· - ~ • • • • ' 1' .. , ) ' ,I 1 ,,.. _, •o · tr-'•• .~ •. =· • , • a- I I . ..... \ ... "" independence.. · · · · ' ·· · 
. . ' ,,. ..• 

s. 39l
00

w.i.11 h~ve a devastating . iinp.~c't on the 'development' 
. . ' . o'f.'. our critically needed low-sulphur western: 'coa]: c reserves be-­

cause it is not likely that any new leases can be issued for 
up· .to eight or ten years after ~nactment. A major cau$e of 
th~· delay will be numerous public hearings required specifi­
cally by the bill and. by the application. of NEPA -to this 

:.: < :.:·-·pr:opc)sed leg:isl·at:ion •. . It--,spe9,ifi.~al,.l.y .'.·c;.~µ·~>;o; ~?·'.u.~. ~:~~~.iA9,s." · ~-~·. r .1~ 
namely, upon completion of the land use plan; prior to the · 
issuance or approval of a l0ase by the Secret~ry; upon the 
creation of logical mining units; and upon the advice of the 
Attorney General that an antitrust problem may exist. The 
National Environmental Policy Act will require additional 
hearings: a heal on the promulgation of the regulations 
und~r the act; ·a h~aring on· ·the exp.lo.ration dri.lling .p:r.qgrain; 

·· '· ·a hearing on the land 'use· decis·it:mr a hearing _.on the· issuance''· 
of_. a lease; and possibly a hearing on the mining and reclama­
t:i.on plan.. Clearly this enormous and repetitive hearing 
·process, asswning there is no litigation to cause further 
de~ay, will consume several years. 

Of greater significance, however, are the delays inherent 
in the federal exploration program. Sec. 7 of the bill directs 
the Secretary to conduct a comprehensive exploratory program 

' .... 
~·· . 
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to obtain the resource information necessary for determining 
whether commercial quantities of coal are present, and the 
geographical extent of the coal fields, in order to estimate 
the amount of such coal that is recoverable by und,erground 
mining as well as surface mining. In order for the Secretary 
to carry out this program he must submit a plan.to the 
Congress within 6 months, request appropriations, and let 
drilling and other exploration contracts. 

The cost of the comprehensive exploratory program has 
been estimated to be $1.2 billion over the next five years 
by the Congressional Budget Office. The time required to 
complete the program in order to permit the commencement of 
leasing cannot be easily estimated because there are too many 

. 
: . 

.Vaf ~$,l~s ~u.ch a? th.e approp;r t.~t.j.on 9t: .. funds.,, the d.es.i.gn and. . . 
approval of the explorution program, and the availability of 
d:r:.illing r.igs .and 1 ~oz ator ies. . However, if. there are around 
90 million acres of federal; coal la.nd.s, the prc:>~ess coul4 take 
decades, ·during which time coal leasing woutd be halted. 
Exploration has been traditionally carried on by the industry 
with data being made n:vv ilable to the government at no cost 
to the taxpayer. 

. .. 
.. 

: ... - Eh ,-J91 .:e-stahlish'es .;·a .. ,fu;ihinltiin' i-oya:rt:y·-'·oi~{ £~a:£i:r'at 'coal 'hf.··'".:,_. · 
l.2~ p(.•rcent. We do not. believe that roy<:l ties should be s1~t 
by legislation vhich (;..,.:,.. at or nc<='r the hir.toric high. The 
current ceiling should not become the floor. The 12~ percent 
royalty could have the effect of making large acreages of 
federal coal lands uneconomicdl to mine. Your administration 
recommended a 5 percent minimum royalty. This increase in 
royalty wi:ll b~ refJ:e·cted i'ii." h;i.gb,er i;ti~l cbsts. ·~9r. e1~·c~~·;c ... , ... .,,:;, ...... 

"\1"t'f1i ties arid 'ln turn~ . higher costs tct energy-' consumers' • 

Under the logical mining unit section, no logical mining 
µnit may exceed 25,000 acres, including both federal and non­
federal lands. This is an arbitrary restriction and flies 
in the face of testimony from Department of Interior witnesses 
outlining logical mining units in excess of 25,000 acres. 
The facts support logical mining units of a larger size in 
o~der to economically and efficiently recover the coal resources. 
This requirement may force inefficient operations, thereby 
unnecessarily increasing the cost of coal, and may very well 
preclude the mining of significant amounts of federal coal. 
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S. 391 requires that all leases issued pursuant to it 
must be producing in cormnercial quantities by the end of the 
tenth year or be subject to cancellation. There are many 
reasons why a lease may not be in production by the end of 
ten years; for example, delays in equiprn01t deliveries, 
permit approvals, railroad spur construction -- to name just·· 
a few. With respect to gasification or liquifaction plants, 
the coal reserve for the entire life of such plants must be 
secured prior to construction. Because of the v·ery long lead 
times in construction of such plants, including financing, 
technological developments, obtaining of FPC pennits, and the 
actual construction time, and the fact that commercial pro­
duction of coal cannot conunence until the plant is complete, 
such a ten-year production requirement could we1.l lead to 
the exclusion of federal coal for such plants. Experience 
. iridic'ates that welf over" 1'0 years' ·w-tti 'be . requi:r'ed to pul'· 
in operation a gasification plant. . . . . . .. . . ..... • . . . ·~ . 

· ··· · section 9"(a)" arnends .... sec. · 35 of the Mineral ·Leas·ing Act: 
and increases the state's share of total federal revenues from 
tjle leasing of federal coal, o;il, gas, ph:osphate, :sodium, 
potassium, oil shale, native asphalt, sulphur, etc. from the 

. pr~sent 37~ percent ._o 50 percent., Adrnictedly, social ;impacts 
.. ;' •', . . ,,w.i·l.l ·be .f.e.lt; ~ .~tat:es. :in ;wb.i,.qh,,, co.~l ; ca~v.elppm~.t. ·is,, a~):).si;:a,n.ti~l. •. ~ .. ::. ..• 

. . Howev~ r, no evidenc has .been p~es.~nted to 'aernonstrate that . . 

.. ' 

the curr 1t level of revenue sh;.\ring in insuff~ ci ':1.t to :rit'!et 
these adverse impacts. Additionally, increased revenue sharing 
from resources other than coal is unrelated to the adverse 
impacts caused by coal development. 

S. 391 .f::Onta.ins .. cuml:>ersome. ant.itrust:. review .. pr.ocedµres . . 
·,· which require the Secre·tary 1to'· su.bmi:t. a.11-.··dec~s:ions· ·on the 

issuance, renewal or readjustment of every coal lease to the 
Attorney General for his assessment of possible violation of 
the antit~ust laws. These provisions only serve as another 
mechanism to delay the leasing of federal coal • 

. The Department of the Interior has recently finalized 
its new coal leasing and reclamation regulations after working 
on them for well over three years. The enactment of this bill 
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would require significant changes that would necessitate a 
major revamping of Interior's program with NEPA and public 
hearing requirements, promulgation of a leasing program could 
be delayed three years or more. 

For all of the above reasons we respectfully urge you 
to return s. 391 to the Congress without your approval. 

Sincerely, 

• '""' .. •#''\ • • t. t ., . · ... '· •· 

... 4. 

.. . 

.: ... ~~·· . .• .. · ·. ··~c lJ ~1 ~ 
r ._ ..... " . VJ , · . : .. , ... . ,···.-: . . ; .. ••. t:;.'..:J.• .~· • A • l ... ~ or·~~~ , .. :AU· ~. · . 

v/.J~ .. "" ~r ' .. -'· ........ ~.~ .•• .-. .. ;'-'-.., 
--~~/ :;..' - ~ ... ,, .... ,, 

Robert E. Bawnan, M.C. Willi ...• Ketch m, M.C • 

. •. ., .... 
.. "' • : ,, ••• '\, • ~ ~ 't "' • · .... 

• Tr.een, M.C. 

es M. Collins, M.C. 

.. 
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. ~· ...... 

The White House 
Washington , D . C. 20500 

Dear Mr. President: 

On June 21 , the Senate agreed to the House amendments to the Coal 
Leasing bill, S. 391. The American Mining Congress respectfully urges you 
to veto the legislation. 

.. , : - In Secretary Kleppe···~"1e'ttei' of Janu'~ry t 9 I 197 6 ·, t~ ctia~an Hale.y 
of the House Committee on Interior and Insular !\ff?i.Jr:-s, he. raised thirte~n 
important objections to ... H. R. 6721 (the Hous.e bilf'which u)t.imately ~ca.me 
·s. 391) 'a·s reported by "the Coril!ntttee; and' urge'd the"adc-"H ...... of amendments 

• on the House floor to correct those identif::.ed deficienci1 s. We note that none 
of your .Administration's proposed amendments was adop d on the House floor. 

••• •.1 

Because of the following r--uirements_ contained.in the bi.11, the .,. 

• .... -!."-= •• 

f..... . j'.l~~riS";l} .M~pin_g p.~ngr:e~s .OPt:?O,~es S;· ,:3:~.l:;,.;:- ·.« .. · '":·~~-w" ..... ~· , .• ~.,.. •... : • ':'•'.: . .;-. ·. ,.;:~· ·: .... ·· .' ~ ~:: 11• 

(1) The bill will cause inordinate> delays in the leasing of coal; 

(2) The bill requires repetitive and cc:>stly hearings -- four 
separate hearings are specifically required by S. 391 and 
an additional four or five would be required by the National 
E~y};roi:i,m_ental :polic_y_ Act,.; .· , , . . . ,.- . 

/ '-~· .. , ' 4 •' ·.~~..t·. .. , , ... ··~ -.,. I' • .. •.• ~ ...... _, ··"···. • ~ " f •• t. ",.. - t. t•: ,.. . ...... ' '!f' ·•• 'f.. .. .. , •. . .... ~ . ~ ..... '• . . ' .•· 

I ~ ~ 
WI M1eGREGOR 

cn11rm1n 
"Vi~ R. MllllKEN 

JI. T. CAMICIA 
'HARRISON 

~.BARBER 
';!.FORT 

(3) The bill requires a costly and time-consuming Federal 
exploration program; 

(4) The bill requires production in ten years , which 
short; 

/rCJ"'o 
is far too /".:;...,, · <::: 

(5) The bill increases royalties to a minimum of 12. 5 percent; j) 

DIRECTORS 
CHARLES J. POmR. lndi1n1, P1. 

"CHRISTIAN r. BEUKEMA, Pittsbur1h 
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(6) The bill places an unrealistic 100, 000 acre nationwide 
limitation on the holdings of any one lessee; 

(7) The bill places an artificial restriction on logical mining 
units of 25, 000 acres; and 

(8) The bill contains a cumbersome and unnecessary anti­
trust review requirement. 

In summary, S. 391 appears to be designed to make the burdens of 
Federal coal leasing so onerous that little or no new leasing will occur, at 
least for many, many years. For these reaons, which are set forth with 
greater particularity in th at lched, the Am~rican Mining Congress believes 
that S. 391 is not in the national interest and will endanger the achievement 
o.f. ~ign.~f~qantly_ r~P.y~ing ~hiS; ~.atiqri Is .dE;P~.nde11ce ~po~ foreign. ene.rg_y s.oµrces ... 
Therefore,· Mr. President, the American Min ng Congress respectfully urges 
that S. 39 ~ be veto~<;i. . ... . . 

" • • # ~· ·, .... - • ... 
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1100 RING BUILDING • WASHINGTON, D. C. 20036 • TELEPHONE 202/331-8900 

ESTABLISliED US7 

Attachment to 
Letter to 

President Ford 
Re: 

S. 391, Coal Leasing Act 

TWX 710-822·0126 

June 28, 1976 

No Administration Amendments Adopted: 

. • . ~ . .., . . .. . .. Se 9.1:~t.ary_ o.f ~e. ~~t~.rtor.. ~p~~!Jlas. K~E!P.Pe s,e.t. J.o.rtl? thi~~,e.n i.rQPQr@r,it, , 
. objections iri his January i 9, 1976, ·letter to Chairman Haley ~vith respect to 

H. R. 6721 {the House bill whi.ch ultimate.ly .~s:a.me ~.· 391)., _and urgeqJhe 
adcip'tion of corrective amendments on the.House. floor. None of the amend­
ments offered to correct the identified deficiencies was· a"dopfed·~. :· . 

Inordinate Delays in Coal Leasing: 
~ . . . ~ 

... 

1::" .:, ~;:,~~ ,· :'~ ·:i .T.h.e most ·9~ma.gi,ng.asp~c.t_;i:>.LS·~· .39~ to.the-·.aobievement-'~'of :(!nergy. .: ... ·,: .. ~" ... ,.· . 
independence is W1e inordinate delays 't rill _,ause in th::- le ... sing of Fcd~ral 
coal. The source of the::.;c delays is two-fold: first, the fc. ct th~t at l~ast four 
public hearings are provided for by the terms of the bill, and another four hearings 
will likely be required by the National Environmental Policy Act, for a total of 
eight or nine public hearings: and second, the requirement for a comprehensive 
exploratory program under section 7 of S. 3 91. 

-· #' • '. • ~· •, • ' ' . 
· The bulk of 'the Federal,coal la·nds are: located wes·t:-of the Missi-ssippi· 

River. The government owns about 60 percent of the western coal lands, but 
because of the existing checkerboard land ownership patterns, the leasing of 
Federal lands can influence the development of another 20 percent bordering on 
Federal lands. The effect of inordinate delays in leasing Federal coal lands 
can preclude the development of non-Federal adjoining coal lands by preventing 
the creation of an efficient, logical mining unit. 

,,, ,. ... 
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Public Hearings: 

The bill requires a hearing upon completion of a land-use plan (sec­
tion 3), a hearing prior to the issuance of a lease {section 3}, a hearing upon 
the creation of a logical mining unit (section 5), a hearing upon the advice of 
the Attorney General that an antitrust problem may exist with respect to the 
issuance, renewal, or readjustment of a lease (section 15), and the require­
ment that the Secretary " ... give opportunity for and consideration to public 
comments on the fair market value ... " of the coal may lead to or result in 
the requirement for another public hearing. All of the above hearings are 
specified in the bill, and in no way obviate the public hearing requirements of 
the National Environmental Policy Act. 

At least four more hearings would be required by NEPA: an environ­
meritaf impact' s'taterii"ent "arid a hearing Ori the' 'pfonhllgatfoti 6f,. rE?gulations I ·a 
hearing on the proposed exploratory drilling program required under section 7, 
a hearing on the land-use environmental imp ct statement, ·a·nd a heatinq on 
the environmental impact statement for ·the lease· sale. Very probably, a fifth· 
hearing will be required on a mining and reclam:.tion plan. While it is possible 
that some of these hearings could be held concurrently, nevertheless, the public 
hearing requirements are repetitious, unnecessary, costly, arrl seemingly 
designed to delay coal leasing. 

. . . 

The Federal "comprehensive exploratory program" required by section 7 
is the second source of major delay. It should be noted that the c.,ploratory 
program is a prerequisite for thC' land-use plan required under section3, which, 

. in turn, is a prerequisite for the holding of a lease sale. As a consequence, 

.·.: .~~. ·. ·:.ih~ .. :i>1ir is shi>f~ct'..tQ the Jn~~rin:eiat_ion thcif no lecis~. s'iil¢ ¢an ~ held' unf~l all:" . 
the Federal coal ·la.nds . have"bee~ drilled .. a.~d ... e~aluated; a.'r:d· ·a 11comprehensive .. 
land-use plan" has been prepared. 

. . . ~ .. 

The language of the bill requires that the comprehensive exploratoref t .J " 

program 11 
••• be designed to obtain sufficient data and information, to i< 

evaluate the extent, location and potential for developing the known recover\1.,.i 
able 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 fields and for estimating the amount of such coal which is recover-
able by deep mining operations and the amount of such coal which is 
recoverable by surface mining operations •.•• 11 
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The following paragraph quoted from page 25 of House Report No . 
94-681 {H. R. 6721) on this legislation relative to section 7 is of 
significant interest: 

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 surlace 
mining development when greater amounts of coal 
could be recovered through deep mining operations. 

According: to the final environmental impact statEHnent prepared by 
the Department of the Interior for its proposed Federal coal leasing program, 
9·2. 1 mlllfori a·cres of land ·overlie Federal coa:l reserves in eight western · .... 
states (Table 1-31, "States With Major Federal Coal Acreages", page I-85). 

'. 

If drill holes are spaced every 160 .acreS·t-.,roughly 5.ZS, 000 .. boles will 
have to be drilled, probably to a depth of 1, 000 feet in order to ob~ain the 

• information needed to determine the amount of coal which 11 is recoverable by 
deep mining operations and the amount of such coal which is recov r ble by 
surface mining operations. 11 The cost of the drill holes will obviously depend 
upon the. depth to which th.ey <,ire drilled, the terrain, drilling conditions · . 

... ~ n86\:dit~r~d·; ·:·~ind wh~etfie{hibwt>tiCprbt~~btofs\1ie te~tiite"d I .but''th~· 't"6t~'l c:c/st· •·,' . , 
of the drilling progrclm would be m 'dSUred in billions of dollars. 

Experience indicates that for drilling to depths of 1, 000 feet (a depth 
usually used for calculating underground coal reserves), a cost of $10 per 
foot would be very conservative. However, applying $10 per foot to the 
drilling pfogram outlined above would result in total drilling costs of $5. 75 

. .. 

, . ... ,...-

. . billfori: The costs of fo·borator:Y. Woik would,· of course I 'be in, addftio.rt:to the ' .. 
, ..... d.ri"iii.ng 'costs. · ··· ....... , ....... .:·. · ·· · . . .... · .. · ·· · ,·· ... ;.·::·" ·· ·, ·c. • -.·;· . . , ... ·· .•..• · · 

Regardless of the cost per hole, considering the number of holes that 
will have to be drilled, the amount of time required to complete the program 
could be very long , thereby contributing to what the Department of the Interior 
terms the "probability of significant delays in discovering coal and in developing 
coal. " 

Production in Ten Years: 

An amendment was adopted on the House floor which had the effect of 
reversing a previous decision in the House Interior Committee to extem to 
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fifteen years the time period for commercial production from a lease. The 
fifteen-year time period was adopted by the Committee because the Department 
of the Interior made a persuasive argument therefor. The ten-year time period 
for commercial production from a lease was a floor amendment offered by 
Congressman Kenneth Hechler, who does not serve on the House Interior 
Committee. 

Because of this provision, it is highly unlikely that Federal coal 
leased in the future would be used for gasification or liquefaction plants, 
because the coal resource for such plants must be secured prior to planning, 
construction or even the obtaining of financing. Ten years is simply not 
enough time, and the prospect of cancellation of the lease and forfeiture of 
all bonus, rental and advance royalty payments will deter the acquisition and 
committal of Federal coal for such plants, should the bill become law. 

·., ... ,. . . . .. ' . ..: ·' ... ,,. \ .. ,. •. ~: ~ . . ... 

Royalty: .. . . . . ... 

· .. · s. 391 sets the n'iinimum royalfy at 12 :·s percent. Your'Adrn':inistration 
recommended a 5 percent royalty to permit flexibility where needed, and has 
recently adopted a policy of setting royalties at 8 percent, except where Gircum­
s tance s indicate that a higher or lower roy(1 lty is appropriate . S. 3 91 sets the 
current highs in royi;;lties as the floo~. The increased .r.oyalty will be evident 

. ~· .: ~.~ i_I)c.r_~~seQ. J.l1el~,c:o9~~ .fPr ~~ctr~q ·:ptHtt~es. ~-: a,.~d .µftim.ately. hl4ncreased costs ·· ....... ~ · 
for electricity to the energy con:--urn~r. 

Acreage Limitation: 

The bill, S. 391, imposes a new nationwide acreage limitation of 
100 ,.0.0.0 acres on any one. l.~sse.e. ·.C.urrent. I.aw.-nas a.n acreage .. 14nitation·of 
.46) 080 acres :in .any one state'., Thi's existing-- limitation has·worked well iri' the 
past and will continue to do so. The 536 existing Federal coal leases are held 
by 167 lessees. Of the top twenty Federal coal lessees, only one holds more 
than 6 percent of the leased acreage, with the median of 2. 4 percent of the 
leased Federal coal acreage. It is difficult to discover any valid reason for any 
concern over concentration in the coal industry from these figures. The 100, 000 
acre nationwide limitation is unnecessary and will likely result in hardships and 
the cancellation of development plans of companies having the expertise and the 
capital to achieve early production of the needed low-sulphur western coal 
deposits. 



Attachment -5- June 2 8, 1976 

Logical Mining Unit: 

Section 5, relating to logical mining units, places a limit of 25, 000 
acres, including both Federal and non-Federal lands, upon any logical mining 
unit . This restriction is arbitrary and flies in the face of examples of larger 
logical mining units outlined by the Department of the Interior. This 
restriction may force operations to operate in a les.s efficient manner, thereby 
unnecessarily increasing the cost of coal, and could preclude the mining of 
substantial amounts of Federal coal. 

Effect on Coal Leasing Program of the USDI: 

The Department of the Interior, after three years of intensive work, 
has recently issued regulations revising and revamping its coal leasing program. 
While the Am'erican ·M'friing Congress has exptesse'd some 'con·cems and re.s"er:..:· 
vations with regard thereto, if this bill should become law, it would appear that 
most of that work would have been fruitless, and the Department would be 

.... required to st9-rt all :0ver on the·· laborious process of draftin~ reg1.Hatiorts and 
environmental impact stc1tements, holcling hcaririq:;, analy~1r.g comments, 

• designing and conducting the comprchc-nsive Federal exploratpry program, etc. 1 

. before a new leasing pro<;,.clI"'I can be t.<evelop~d. S. 3 91 api)c ... rs to b_ designed 
to make the burdens of Fi C(ral coal l"'aring so onerous that little or no n1,w 

-.·';: .. ·; ... 1e~s~~g-~~~1: ~~·~'~.~~ .. ~.t.._J~~st !qr ~~..;~Y,-'.'-~.g~r ~~!~. '=';·•.· ..... ··• :·. .~~·: .• .... ::: 

t • • ... • - ' 
. ' .. 

.. . .... •: ...... ·-· t ... • • ~.1 .... ,~,. -.. ·1.;, ~.. .., .... ' .• .,·._ t( _, ,,. • • .. '• ·' • J .. '. - " ~. 
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Honorable James T. Lynn 
Director, Office of Management 

and Budget 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Lynn: 

This is in reply to your request for the views of this Department 
concerning S.391, an enrolled enactment 

11 To amend the Mineral Leasing Act of 1920, 
and for other purposes. 11 

S.391, the "Federal Coal leasing Arnendr.1ents Act of 1975 11
,. would amend 

existing Federal law relating to Federal coal resoJrces and establish 
new procedures and ·requirements concerni·ng exploration- for and· 
development of these resources. 

. . •, 

While this legisla~ion's basic objectiye is stated to be 
.. modern i za ti'on of the managern~nt of ·FedPra l coaT resources. its 
provisions arc such that it will in fclct probably r~tard the 
exploration for and develoowent of thrse resources. More specifically, 
the royctlty pro\lhions, ti., lease sin provisions, and the ::>lannirg 
and development requirements are such dS to act cs a disince~tive to 
prompt 9evelopment of Fede·al co~l resources. These provisions are 

·. ·~. · "•a·.ls-O li'ke·ly.;;. to· increase· td ·some ~x·tent the price··Of· F·e~:i'eraT' co·a1'. · ·~ 
Fur er, the bill would restrict t~e discretion ot t~e Seer tdry of 

. ··~ 

the IntE.•rior to <,Lier c..n cxten .. t~iat it .. cty he d; ... icu1t in future yrnrs 
to adju~t Federal co.al leasi.ng p_olicy in response to national energy 
need:. 

We are particularly concerned by the new mini~~n 121iZ royalty 
provision. While this provis1on pernit~ the Secretary to c~ternine 
·lower royalties in the case ·of underground mining,·it·in·effect sets 
a: ·minimum-·royaHy ·at' a poi'nt··:t>los·e to the- maximutT! whtch has up until··· 
now been exacted. This kind of minir:1um royalty could significantly 
reduce development of Federal coal resources. 

Of perhaps greatest concern to the Department is the provision 
which provides for a 12~% increase in the state share of mineral 
l easing revenues for social and economic impacts related to mineral 
development. After lengthy negotiations, the Administration was able 
to obtain agreement by the Conferees on the Coastal Zone Management 

. : 
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Act amendments to limit similar automatic payments to the case 
where facilities provided under the Act were unavailable. Presidential 
approval of S.391 will in effect provide the inland states with an 
additional source of revenues essentially unrelated to economic and 
social needs. The lion 1 s share of this increase would go to ~Jyoming 
in which most Federal coal is currently being produced. Since the 
increased share is based on production, the revenues would be 
available only after impacts rave occurred. Since most mineral 
leasing revenues are derived fron onshore.~ oi.l and gas production, 
it is unlikely that these additional revenues will do much to 
stimulate coal production. In sum, providing an increased share 
would not be equitable in terms of needs, and Presidential approval 
could be interpreted by coa~tal states as a preference for the inland 
states, thus, giving credence to Louisiana 1 s arg~rent of discrimination. 

For these reasons, then, we believe that S.391, as passed by 
the Congress, would have a nQgative affect on Fecrtal coal C'VPlopment 
.and would constitute an und~,c.irable precedent, politically and fiscally, 
.i-r\ connection ·with the ·provision- of Fed:eral assistance- to· states and· · · 
localities i1:1pacted by Federll energy devi;l.opirent. S.391 also constitutes 
an undes.irable precedent rt.ao.rdi.ng. poc;sib)e federul involvement in .ocs 
exploration. In. this conti:-/t, we wou.ld b~ incl inqi to reconnen_d .. th~t 
the 'Pres·; dent veto the Tegi ~ 1 a tion: ' · · · ' ' 

On the other hand, there are substdntial state dnd privJtely . 
owned coal resources whic.'1 .. 1·11 bt1 dev ·k·;ed in rP":-' :-se tc incrPased 
demands for coal. And, ac; d• ':•nd for coJl ric;E'', dr' ;)riCPc; ir.npac;e, 
even Federal resources .. wi~ 1 t-ecome more attractive, notwitl~standing· 

" ·l<:: l1:· :' ... > ,·. ···~·the · ·r~qu i rememeh ts-. of :.~s .. 3·91 . · ·.Tf1tis•{··.Wtii .. 1:~; thei:.,bi ·1 f: ;VJi'1"l :-Y.~.tat'ld ~ th~)\ • ·. 
dev· :Jynnt of Federal co ... 1 ir "11..trc1:1s to a dc:lr· l'lir•"' 1..ird•·'>irabfo, 
it .1ay ne;t subs'.ctn ··.,i·y:; rt<:t ~he price of cc . 01 r.stri':l the 
nation's coal suppl . 

Further, one has to consider the legislative 11•story of S.391. 
It was passed by the Senate l"st year 84-12, and by the House this 
year 344-51. On June 21, l"J/6, the sr~ate by un r'~:')IJS cons2nt 
enacted the House b:ill· by voice vote. GlVen .these f.Jcts·, and Senator 
Hansen's ··strong -support of the bi·ll 'i'n' i ts"present form, '·i"t' is · · ·-..' ··· · 
highly questionable whethEr the Administration could ·n fact sustain 
a veto. Further, there is o~her less desirable legislation pending 
with respect to whi~h it will be more imperative to assure that the 
Administration 1 s views prevail. 

I 

I . 
r.' <-
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For these reasons, the Department of Cownerce will not 
object to Presidential approval of S.391. The Secretary, as 
Chairman of the ERG, would, however, wish to consider Interior's 
position paper prior to making a final recommendation to the President. 

Enactment of this legislation would not involve any additional 
expenditure of funds by the Department of Corrmerce. 

... , 

. I 

.. . .. 

Sincerely, I 
) ~ I .,// 

/! •' I~- •, 

',. I. ,'~le \. 
r • ./ )leneral Counsel 

·.' •. ,.. ' l 

. · .. ,, 
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.. 
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LEGISLATIVL Al- "'Alf S th l'artntr 4tt 1ii ;Justirr 
~ 

Uia0I i·t~ltnn. D. Q:. 2U530 

Honorable James T. Lynn 
Director 

June 28, 1976 

Off ice of Management and Budget 
Washington, D.C. 20503 

Dear Mr. Lynn: 

In compliance with your request, I have examined a copy 
of the enrolled bill S. 391, "To amend the Mineral Leasi~g 
Act of 1920, and for other purposes." 

This bill, revising existing law controlling the devel­
opment of coal resources owned by the United State's, is 

~ ·-designed' to prov'ide 'a 'more" orderly,' expeditious" and environ­
mentally sound development of Fec;.eral coal leases. The 
Department of Justice takes no position on the effective·ness 
of thi9 legisl< .... l Lon. in :icet:i,ng that goal. . ... •· . .. . . . . . . ... . ... 

.. 

Of particular intere-:t and concern to the Depc..rtment of 
Justice are .ser...:tions 15 and 8 ,of the bill... Seclion l.S fi.rst 
requires the Secret~ry of the InLc~ior to consult ~ith and 
give due consj_clcr<:tion tu the vi._ .. ,.:, and c.~lvicE. of tL' l ttorney 

· .. · · · . : ; ;I·!~.i~~~' -~~~·~:~·i·R~~faai~:1~~~~1~~Y~~~6i~~g?; ·?~h:f J,1~'··d~'~·i·~y · ···. 

., _ ... 

and probably oric..-t'1r··-•>nl' rr" 1 i-r ~ •• ~1t \·;. icll rcy l > ('1.sute 
a p~o<.;0rr,peti t.i vc.. o..:ie.1- , -Or. in t.ic ft;tl .L • co, 1 lt ' &~,ing 

pr~gram. 

The second part of section 15, however, in ef fi..:ct requires 
the Attorney G~.ncral to conduct a case-by-case antitrust review 
of every proposed coal }.c .... se is~ u1nce, ren_ew.;;tl or re .. djust:- . 
ment to determine whethc r it would create or mairitci.'iri a. s.it-'. · .. · 

·,. !,. 'Uat±on: ·'ii16~olts!Sterit~·· ~w.i t 0

'1 the···anti trUst·~·1-ai:"G. While 'nO . ·forma·l . . 
report from the Attorney General is required in each case, 
he is given 30 days notice by the Secretary of the Interior 
of each proposed lease. If adverse advice is transmitted by 
the Attorney General, it is tantamount to a veto of the lease 
unless the Secretary of the Interior, after a public hearing , 
concluded that its issuance, renewal or readjustment was nec­
essary in the public interest and that there were no reason­
able alternatives thereto. Finally, the bill conveys no immu­
nity from civil or criminal liability under the antitrust laws~ 
no r does it create any defenses to actions under those law${~1~ 

" I 

, . 

... ·:. ... 

( 
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The Department questioned during the pendency of this 
legislation, and we continue to question, whetl~r a 
seriatim antitrust review of every proposed coal lease is 
necessary or appropriate. Our view is that preclearance 
antitrust reviews of this type should be confined princi­
pally to significant licensing events or major transactions 
and that a requirement to review numerous small-scale 
applications with de minirnis competitive effects could be 
both burdensome ancr-unproductive. . 

Presented, notwithstanding our reservations, with an 
antitrust review requirement covering every proposed coal 
lease, we have no particular objection tothe procedures 
spelled out in section 15. We believe it may yei be 
possible, in our required consultations with the Department 
of the Interior, to develop implementing regulations which 
promote an orderly, efficient and productive antitrust 
review. 

Sec't'lori s-·:retjUire's"a co'mprehe'h"sive a't1nua·l repdrt to " · · · . ., 
Congress .by the Secretary of the ~nterior on the federal 

. coal lands leasing progr.am ... Each such report is required . 
. t.o contain a r~port b.Y "t!he At~C?ffl:_ey Gene;c:~l: . . .. . .. • ~ ... _, 

on competition in the coal and energy industries, 
.including an analysis of whether the antitrust 
provisions of this Act and· the anti trust l ·~ps are 
effective in preservi ~rr or pronot ing co.~ r·ctition 

... , . :in the ¢0~,l. or en.e-rgy industry • 
.:·.!/~·(.'.'-: •. , ol i·~·._•".••.:.•··· .~;.'-.~:~\~,.:·~ •. ~··~·~I~· ... ,,.,,· .... ·~_ !,;' ":.":·· .. ,.,;.~ ,• ···'~ °"' ... ~~4,·.~,~~ -·:r ...... f.•.#,-_,i,r,,; ',~· ''"i •-(•) ,• 

The Dep,.rt1'1ent has previou;, ty e,.:pr··-; !:'"'-::l rc:H'C',..Vdt1ons about 
this t,_.. of provi·~~cn, F·1L ,,.e contirPic• to vi.·.• l l~.tborate 

and exd.:nsive reporting re[-:.Jonsibil.i ties as '"'n unwise, 
inefficient expenditure of resources which would otherwise 
be cormnitted to our primary role o~ law enfo1c· .:nent. 
Although we nece:;.;arily obr:Jerve economic tr0nd. in 
American industry in the co.itext of carryinq o',.lt our 
:~eSp0IlSibi1it¥ tO. detect ·ViolatiOrtS Or laW~ We SeriOUSly . •L • 

·'ddubt'-'Whe·fher"a·:su·.rvey df··competition on·;·such .. a broad scale-..·~· 
as the "coal and energy industries" (which goes far beyond 
the basic subject matter of this legislation) would be 
useful or even feasible. 
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Despite these reservations, however, we do not believe 
sections 15 and 8 of the bill are of such critical concern 
to this Department as to warrant a recommendation of dis­
approval. Accordingly, the Department of Justice does not 
object to Executive approval of thiP bill. 

Michael M, Uhlmann 
Assistant Attorney General 
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·.) FEDERAL ['\. ERGY .\01'.fr~I~TR '~I IO~ 
\.' \(\ 'INGfO DC >(1.r,1 

July 2, 1976 
O.Fi([ 0 r r. ') r·L rY A["" •r, i',o\TOR 

MEMORANDUM FOR JAMES M. FREY 
ASSISTANT DIRECTOR FOR 

LEGISLATIVE REFERENCE 
OFFICE OF MANAGEl1ENT AND BUDGET 

I 

FROM: JOHN A. HILL / ~I I 
DEPUTY ADMINISTRATOR · 11 

' SUBJECT: ENROLLED BILL S.391, THE FEDERAL COAL 
LEASING AMENDMENTS ACT OF 1975 

-~ . Ttiis is in respqnse ... to your .memorandum ·of J.une 22 ;· 19=76·, 

.. 
~.' ~· I ' ' 

in which you requested the views of the Federal Energy 
Administration (FEA) on the su~je~t enrolled bilJ. This 
legislation would: modify procedures related to coal 
leasing, as now conducted by the Secr~tary of the Interioi, 
and th£> terms of c uch lc:>r ses ( incl l 1 d ing ac rea~e 1 i1rd tc t ion) ; 
give governors an opportunity to comment on lensing within 
their states; require prior cdmprthensive land u~e pldnning; 
establish procedures for explorr1tion 1 icense~~; authorize 

. consolidation irtt.o "logical mining units";. require an 
. · ·:; .• ~~p;lor~:(~p.ry .pr.~g.r.am :bY. J::·he: S~cr.e:t.:a:i:::y·, .. q:f;. the.- In_t~~Jor; ... · 'l .. 

require p~riodic reports to Con~ress; and redirect 12-1/2% 
of le:'L"P gen0r .. t<'d F~ .( r- • !(Vl n.1,.~~ fro, tt ... reel r·.:..t.io:"l' 
funu to the stcttes (increasing their percentage thereof 
from 37-1/2% to 50%). 

The Federal Energy Administration does not believe that this 
bill should be approved by the President. After the recent 

,, 

prolonged delay in ·Coal l.e.asi.ng clnd the acce!}tance of the . . 1 

.EMARS leasing pr.og .. ram wi-thin -the. Administration/ the···po:ss:ibility·~'" 1:~· 
of new delays is unfortunate. The Department of the Interior 
is in the best position to evaluate the precise effect of 
the legislation on the coal leasing program. Although the 
precise effects on coal production are difficult to quantify, 
we believe that the enrolled bill could impair the expeditious 
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utilization of our domestic coal reserve~, which is a 
critical component in our national energy policy. 

Specifically, the bill creates problems in several areas: 
{l) the 12-1/2% minimum royalty on surface mining (although 
this provision should not have a major impact); (2) the 
requirements for public hearings at several points in 
the leasing process; {3) the required submission of an 
operation and reclamation plan within three years of 
leasing; and (4) reEtrictions placed on the Secretary of the 
Interior affecting th~ wanner and terms of leasinq (including 
acreage limit~tion}. These provisions create a substantial 
possibility of delay and inefficient exploitation of our 
coal resourc0s without corresponaing public benffits. 
The specification of royalties should probably be done 
administratively, rather than by statute. Further, it would 
·appear that nost of the aesirable features of t~~ legis­
lation, e.g., the requirement for exercise of due diligence 
by· the 1essee a·na conprehehsive :plan·ning by· Inter.i.or, can be 
or have been accomplished unaer existing authority • 

...... ,. .. ~ . 

. ., 
,. ' 

... The hi.lJ. also npt .only autho~·~ze.s. but direc~s 'the Secre.tary 
of the IntLrior to cor.....luct ·a cornprPhent.ivE" exp"lbrato'ry1 · · · 

•program to evaluate rC'coverable coal r ::.uurcE>s. 'Ir in 
requirement represents a substantial new governmPntal role 
which doc~• not, in our opinion, rro.rrote expedi t iou~ 
developi:ncn t of our coal rE"sourc· •s. 

• • •• • • #' 

··.: ·~·inat'Iy·, "the h"ii1~·co-nl·alris·;,cfn i:mp·a-cjt; :as;sis.ta~·ce:· pro~(i~·iQ~ . ,·,· ... 
'.i'hc Fl d'~rnl C1wrqy , ·1~ L1:str,,'-ion favor' (~~prom. i '" i:nnc ct 
.::..:si~tanc;e to co1";'1 t.Hli !:. acvPnf ly ;:... 1..'tur br ~:1.: :-v .~ n.­
ment of Federal energy resources. How~v~r, we ~~nnot concur 
in the approach adop-ed in this enrolled bill. Tlw Adminis­
tration has proposed cor 1prehc:nLive and rational i ,:.,act 
assistance criteria dna uechcnisms in H.~. 11792. ~econ-

. .,. ,.. t~nue to. bcl ieve tnu t the aP} ro :.ch ad voca t0d in that lee; i c­
.. " ~.,.J~.q,tioQ .;- i$ s q~e1;}"<?~ :to~ ~·:i .~P~.:eas-e ~.n::t:~·e· state shar.e. o.f . 

roya1t1es and fee~ received in c'olinec·tron'·with Federa1.·.coal. 
leases and production. 

. · .. 

·~ . 
"' . ~·~ . 

.. 

.· 

.• 
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GfNf'l Al (. ') NC L (''" W"= nr. J .. nr. ~n~: ,., 4 r ~F[N~E 

WASH f.1(, ( "- D. C WJOl 

Honorable James T. Lynn 
Director, Office of Management 

and Budget 
Washington, D.C. 20503 

Dear Mr . Lynn: 

June 30, 1976 

This is in response to your request for the views of the Department of 
Defense on an enrolled bill, S. '.:.s91, an Act ""'o amend the Mineral 
Leasing Act of 1920, and for other purposes" . 

This legislation, among other things, would m..ike substantial changes in 
the Mineral Leasing Act of 1920 as it pertains to the exploration and 

-·· {.. ~xpl6it'.ati6n"'b'f coal de!po$'its:· "The~e ·wotiid" iriciu:ae·: (l)'°'th~ '.require-·· .. ~. 
ment for a Federal comprehensive land use plan, (2) consideration of 

. ~ 
the effects of· leasing on conununities and on the environment; {3) the 
f3~b~i~~.ion ~y the ~essee of a:n opcration.~n\i i;~c~amation .. p~a1?: anJ. (4) ,, , . 
·authority and ·direction to· tnc secretary of 'the ·rnted.or to condi.ll·~ a 
comprehensive exploration prograr.~ designed to obtain sufti.ciC'nt data to 
evaluate the extent, locat~on and potenti~l for de~~loping the known 
recoverable coal resources within the coal 1-nds subjrct t'1 the lc-;·.c:;­
lation. Of specific interest to the Depart·~·n~ of Defer. is Section 12 

, l¥!1~cli ·.~oulf. PX()Viq~. tpat. !~G~~l."<;>:t. lign~~t·e und~r ac.q1:1i;-ed l~n<;ls set . . . 
· •. -r.. ..... , • "ava:tt:·:~oi->fhtn~·~d··~-ot ·iia~al·l>utp.6"s°t?if iili\f:·'b'e' i:eirs-eg·:ct;')l t11e ·secree·iirf (or··· ::.- · ·· 

'. ..· , 

th·· Interior), with the concurr• v, o! th .... S··cr'tary ·'~ D ('>• f'*!, tC' a 
"OV(rnm'ntal C>ntiq Ci"'"'l ..:ii <ny corpor{....ion ,ri:.u1l -,~i·,.., ,., an 
agency or instrumentality of a State) which produces C'lectrical energy 
for sale to the public if such rovcrnmental entity is located in the 
State in w)lich such lands are located." 

The Acquired Lands Act of 194 7 (30 tTSC 352) which would be amendE.'d bv 
. se-ction>12· of the enrolled bill rlo-w, Prov1;1les. t1iat· "Except where lahds· 
:11ave ·been ~t(fii:fr~ci~'b:Y t'hc oriiteci' st.~t.es r.0-r· t:lie ·ci~veiopmerit "~[ t:h·e · ' · · ·· 
mineral deposits, by foreclosure or otherwise 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 (exclusive of such deposits in such acquired lands which are (a) 
situated within incorporated cities, towns and villages, national parks 
or monuments, (b) set aside for military or naval purposes or (c) tide­
lands 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 . " This provision, which exe~ .. 

( ~· () 
I' <:. 
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military and naval installations.was included in the 1947 Act to protect 
the operational integrity of military installations since eY.ploitation 
of minerals also requires use of the surface for extraction of the 
underlying minerals, and the two requirements are usually incompatible. 
Despite the exemption of 30 USC 352 the Department of Defense has 
assigred the rights in the subsurface migratory minerals such as oil and 
gas to the Department of the Interior under an Attorney General opinion 
which recites the implied authority in the Executive to take protective 
measures when lands acquired by the United States are found to contain 
oil which is being drained by adjoining owners. 

The Department of Defense, which was not afforded an opportunity to 
testify on S. 39l or R.R. 972) or to comment on Section 12 which was 
added as an amendment to the House bill, prefers to defer to the position 
of other agenci0s on the general merits of the enrolled legislaticP. 
However, we believe it essential that WC' record our objectioTl to the 
language of Section 12. This objection is based on the rationale for 
the 1947 exemptio~ that extraction of the subsurface minerals is in­
compatible in rr;CJt.t cases wi.th the use of the suriacc.. In thi'> instance, 

. e,:>_e_J?.lfJ.i~ati,o~ of coal or. ;t_i~!1~~~- ~puld, l?e ~~-~ica~ ~?. t_h,e .OP_fratJ9na.J, . ... 
integrity o"f "the military installation. Despite the language of Section 
12 which is p(rml'1sive, we are realistic enough to know that pressures 
can be brought to bear· to influence a decision to ll'ase at th<'. ·expens'e 
.qt: .th~ }lli,lita.ry miss.io.n • . We all:?P.- belie.ve that. the legislat:i:.on.'·'is . 
discriminatory In that it is preferential to the &tute in w~ich the 
deposits are locnt~d at the expense of the other states whose tax 
dollars contribut~d to its oririnal acquisition. Rather we believe that 
coal or lignite d posits arc "non-wa t~ tr. aGsE: ts" whose tun w111 
eventually co~~ \.he~ the land is.no 101PLt needed for militcry purposes. . ' . ~ . . . . . . 
ljt r:·-e:i;1':t2·~· "'.'fh~"t ~~ti'c/ ~ii-~; ~b~j e€fd6n' ~o ~ s~·~'t:ii6I{' ·12 •it ~t*{mport~~·C:t_' ·t~· 
thi~, De,, 1 rt L1'1t i+ ~ .. on ,, • ' a n~ .. 11 r~ _Jlt of tl 0 <>r: 'l : [/G-

lation and it nr,1. c sut tic i' 1c i "".1t to u · to rl ccr.. · i·l • v tc 
message. Since the President must also conside·r all national benefits· 
of the legislation we reiterate our def0rral to more .directly aff ccted 
Departments and agencies. 

"··· 
\o,. ... I 1 .. . \. " •• & . ' ... ~ '• · ... 

' . ... . . 

... ::. c 
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Dt ~·Aqrt':_~~.,. OF tCiR,C JLi URE. 
, . . : ,, 

WAS•.INGrON D c;. 20.?i:,o 

Honorable James T. Lynn 
Director, Office of Management 

and Budget 

Dear Mr. Lynn: 

In reply to the request of your office, the following report is submitted 
on the enrolled enacvr~rt S. 391, "To amend the Mineral Leasing Act of 
1920, and for other purpC1ses. 11 

Taking into consideration only the provisions of S. 391 which specifically 
refer to this Departne'1t and the National Forest Syste11 lands which it 
administers, we recon r:erid that the Preside rt approve the enc~ctr.e'1t. He 
·defer to the Department of the I•1terior for· a recomnendation as ... o ~1he~her 
t.he o,the.r .p.rovjsfons .of the hill ~nbody.suitable pro~edur:es aµd polici.es 
for administration of the Nation's Federally-owned coal resources. 

S. 391 would significantly and comprehensively rev·i$e existing law 
governing the leasing· of :Federa1 ly ... owned coal. · 

Our specific interest in this bill relates to the fact that the Department 
of Agric~lture throuGh t~e Forest Service is responsible fat the a· inis­
tration of 187 millio•1 acres of Fed ral lana \"1ithin tre ·:._.trnnal ,·crest 
System. Approximately 6 1/.2 i 11 ion deres of lane withi'1 tie '.·'ationa1 

';;. I .": ·FQ.res.t :System a.r~ A~:nown ro:,be.iun<iet:hi n: .w.t~~ .G-Q~l.;.; / .. J. f...;. .··· ... ;· • ... . .. 

Provisions of S. 391 ~:I icl SP' i c. ·11y re~rr to tlds '- > r .. i ri (re .. ;J.tio!l"l 
Forest System 1 ands i P.C l ...ic.e t11e o 11 o· ting: 

l. Section 3 provides tna prior to tre issuance of a coal lease 
within the boundaries of a tiatiln"l Fores.: u1~ Governor of the State 
shall be notifed ana given ar. o, j)Ortunity to obJect. 

• " IP': ;;: .. • • • ,. •• • • 

J l .. ·: .Section- 3· al so prov.ides that no·,,coal ~ease .sales' shall be he 1 d · 
on National Forest Systr.1 lands unless such sales are co;npatible \'lith land 
use plans prepared by the Secretary of Agriculture. 

3. Section 3 also provides that coal leases covering lands under 
the jurisdiciton of this Department may be issued only upon our consent 
and upon such conditions as we may prescribe with respect to the use 
and protection of the nonmineral interests in those lands. 

•r ' 
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4. Section 4 provides that exploration licenses covering lands 
under the jurisdiction of this Departrn2nt may be issued only upon such 
conditions as we may prescribe with rec;pect to the use and protection 
of the nonmineral interest in those lands. 

5. Section 6 provides that this Department must consent to the terms 
of operation and reclamation plans where the surface of the land involved 
is under our jurisdiction. 

6. Section 16 would have the effect of withdrawing units of the 
National Wildernes~ System, National Sy~tem of Trails, and the Wild and 
Scenic Rivers System (incluc·;ng study riv(>rs), from the applic0tion of the 
Mineral Lands Lea5ing Act and tne Mir.'~Ycll Leasinq Act for Acquired Lands. 
Many such units are located within the National Forrst System. 

With the exception of item 1. above, we believe the5e are good provisions. 
We believe the decision as to whether a n rticulctr coal developr·!nt lease 
should be issuea on Nationol Forest Sy,tr~i lands should rest with this 
Dep~rtment cm a consent basis._ W.e ht!ve .the res.ponsil?.ility to admini.s:ter. 
th~· various surface resources and uses to which the land~ are dedicated. 
We are therefore in the best posttion to evaluate the merits of a mineral 
developnent proposal in relationship ~o its impacts on other resources and 
·uses, and also to. evaluate how such development; might be accommodated 
in conjunction with those uses. 

In regard to item l., we cone, ider the requirement of .notifying the State 
Governors as superfluous. 

. . . ,. 

-. 

... 

,• .. " ........ ; ... ~ 

c.··· 

"''v A :- ·' ·,, .... •-~··~,.~, ... : ~ .• ,,.. • .•. ~. • · • .,,::,} ··~ _,. ... 
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EXECUTIVE OFFIC:r OF THE PP£ SIDENT 
cou. • IL ONE 1Vlkv • ...ir.mr~ fAL. ~ l..ITY 

72 7. JACKSC'" PLA ·F , N. 'N. 

~cHIN~TON 0 C. 200t~ 

MEMORANDUM FOR JAMES M. FREY 

JUN 2 6 1976 

OFFICE OF MANAGEMENT AND BUDGET 

ATTN: Ms. Ramsey 

SUBJECT: Enrolled Bill 5391, "To amend the Min-eral 
Leasing Act of 1920, and for other purposes." 

This is in response to your June 22 request for our 
views on the subject enrolled bill. 

This bill would make several basic changes in the 
·Mineral Leasing Act· o'f 1920 as i"t'.:" applies to the leasing· 
of coal. Amonq these changes arc requiring comp~litive 
leasing exc~pt for a provision to add contiguous a~reage 
to existinq leases, non-preft~0nce rinht explor· ~ion licenses~ 
cornpat'ibility of c·o<11 dcveloom-:.mt with l ... nd use ·r'l, n's, and · · 
provisions for surf ace rnanag •!Tt1..•ut. age •. cy concur u•nce. 

':the Administracion has rfco:;n.i.:?C'd that ess n•ial chanq.s 
are necessary in tr co 1 le<.~·· 1g sv· tern to a ·cu ( environ­
mental protect~on and othe.r public interest considerations. 
'These w~re reflected· in"'·Admirfi'stration bills· "•s'ilbniitted ·'.to · . 
Conqress .:n ·1q71 Jnj, L73, "'1<°l r,o ,; rccp!J+.!y, i ... _ ·t0n.dvE" 
chJn0es '1 i •e riy thn Jell .... rior D ri..i t t in i s C'> 1 l , ~ ir g 
regulations. 

While much has been .. accomplished through r gulatory 
change, we believe it is i11por ·nt to have a so ... id statutory 
basis to as .urP- the~t refor, · nre carried out as long-term 
policy without the prospect of future reversal. S.391 will 

, .. ; ··i · accorr(pl'i'sh"this ···aha fa'C'i·li"t'ate development and impierne·nt~tion·· 
of a high standard of environmental protection. 

At the same time it should facilitate the Administration 
objective of improved energy self-sufficiency and expanded 
production of coal. 

A system of competitive leasing only as provided in 
S.391 will assure that full environmental assessment takes 
place prior to leasing activities. By providing that leasing 
is compatible with land use plans, and requiring surface 



. . ..... · .... ·: ~ 

management agency concurrence the bill involves the surface 
management agency in the leasing decisions and provides 
the mechanism for resolving potential resource value conflicts 
in advance of development decisions. 

For these reasons, the Council strongly recommends that 
the President sign this enrolled bill. 

·. 

i' ! 

~ / '-" !·-1 & /c,.i ; "-'" t-' -­

Gary Widman 
General Counsel 

"," ..... • : ...... . '' J 
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UNITED STATES ENVIRONME.NTAL PHOTF.CTION AGENCY 

WAc;Hll\lGTO'\J, DC. 20460 ·1{ Pfldl(" 

Dear r.v'x. Lynn: 

JUN 29 

OFFICE OF H 
ADMINISTRATOR 

This is in response to your Jun~ 22, 1976 r0qu~st for a 
report on S. 391, aD enroll(~1 bill "To c:u,1-.v1 ~.1 .. ~ '""inr.ral L£asing 
Act of 1920, ar i for other p ... rposr·~" . 

. ~ ·The bill ame·nds- ·provisions of, the< ·Aet dealing prinoipal.ly 
with lt>asing of f'uk ral co ..... l. Pr ovi.:;iuns s:ov{ n.ing t.h..-. division, 
apporti,onme.nt., and price of lea~Ll•le lands are provi' ort, ;i.ncludinq 
the inelicribility 0£ exic:.,_ lnc1 lesC'~.l,;r uho havL .f'ai ,,,, to produC"c 
coal on tic leal'P.. "Only Lnd COVt. ~,,d by u lahcl•u-s·e i:H .... n .coul:d 
be lcasea, with t'1u Dt•p~.rtn .r.ts ')1 :1~. InV:rH}J'. ano F.:rr.'c t ltJr0 
responsible for such pl-r:.s for lcr\., under t-' 0ir con r01." P~. s 
are re,, 4.i ,..ed to i.ncludl c.~n usr~i_ssr\ r1l of ~r • .i ,.J. l>le coal. in the u. _ ~ 
cover r •• 

, .... ~ .... · ··:-. · ... · irh.e· .. 1311,F··:.wo.uld:·~authorize·".1.;icenses -for' .cp-q.1•·¢~i;Horation .bu·t 

.. . . ~ .•. 

a lice:".!,_ ·.,ould r.ot c.:c~r ; ,1 ~ ".'' -:. - ~ i <11 ri 1 .,. 1 "!. - ' 1.· ~!d on 
1.1hic 11 Ct" , i ~ -1-, • •., -:.o} ' '• 1 • ,1r; • i."'t O ' <.. ,~ ~l 

mininq unit" wou.l..' · b (. 1,.;. •no 1 • .... 1, !H., u.' .•. t. o t ' r·c •·:1.. ~ , c.iou~.z.r • .J. 

acres '1d all co ..... l in thE ..... d t to b( r.'in~ I \' · • i .... 40 yr <irs of 
lease issuance. ProviS l(i.l', S'OVt rni.. r Cl i lic:;r nt t t rt lo. ,·r nt a1 .d 
royalt.i~s are cor. npi .:.n the bitl. 

The Secretary o'f the ·Intcri<'r would be d.i'I" ccb•d +o det(>rmine 
i:flr ·rec'ovefrable coal '."frrtdf!r 'lands subjer:t to t·he··--Act ·.for=. stated:. 
purposes, and the results would be available to the public. 

The bill provides that 50 percent of the money from lease 
sales shall be returned to the States, to be used for specified 
purposes. A ceiling would be placed on the amounts of State 
land and National land any one coal company may have under lease 
at the same time. Other administrative provisions are also 
contained in the bill. 

, 
I 

.. 
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The Environmental Protection Aq~ncy f1n s that the bill is 
direct~d almost entirely to admin"qtration of Fede~u: coal lecising 
and hcis little direct i ")act on the environ .. ent. The bill does 
have certain economic 'mplications discussed below. For these 
re sons, we d e"t' to hl" D ~ fft e ts of the 1nt('rior and Treasury, 
but will comment on several provisions of the bill, including 
those having ~. indirect environment 1 impact. 

The bill raises certa:n economic questions. For example, 
preference right leas'nq often enablec sm 11 coal comp nies to 
participate in the Federal leasing progra~ from which they other­
wis0 WOUld hav0 been precluded, l-Ven the risk Of €I r ly losing 
exploration coc;ts. Thns, c as in that rig "" coulc.. t na. to kt :> 
small comoanies out ot P r. ral r. coal l sing. However, 
the bill's provi~ion re uiring ti l 50 percent of the lc~ses 
shall be issued on a def erred bonus bid basis tends to balance 
the adverse iITpact on ~ITc Ll COIT r1es. 

A11q:tl}~r conc;erl} is. the Vk.9,Y.isj.on l?+.8:t:.~q.tin_g geologi~aJ...i 
geophysical I and COre dr • ling analyses a·S COnfid nt1 l unti 1 
involv.d areas r lease or the Secretary d term'np~ a comp ny's 
competitive TOsitioh wou: not b damaqed.· Such in c . tion · 
should be ava;i..l.:;ibl.e. t.o other .go:v:ernmental ·agencies and .t.o public 
intE'res qrou to ne L i. par 1c11ate 1.n t"' .(T pro f's. 

For ex mp le, the deter 1 • ation of pr .:..ori ty for sur cc min inq, 
and th nomin t i0n of n area. as surf ce- .inq exc l sl ve by c n 
int Stea pa ~y, depend on the Ve i a~il ty 0 ct Uct intor­
mati,on. 

~ '- .• ; ;.... . .... . ~ •(• • . ; ~. r. ,·'-· •. • ·~ '"·' 
reC!porids to" the rirbhlc!r 'ny m?ncatinq a 

i 0, d r'' Ir 
info ion c. th• 
minerals exp~oration proq ~s is generally open to qu stion, such 
a program wou ~n ure t~ at ast some ·n orm tior is av i ble 
for any one s · ... , which · · t .u ou '1< E of t n oqrci.m. 
FurU r, while the cos o such a l'or r 11 n · · · p gr, rr is 
troublinq, ...... E cidl ly \.h0 it cup i.cel ...... privdt nei;-q.t a 

.• in!orTI).a tiol;t ·, we n,o.te . t;h t de.c;;:;L::; .i.9n~ 9.~ -~P .. ~hici)., ,flJ;~µ_s ·~r¢. !:t>. 
be mined in wh t orde'r or not rr...i.ned at. all given various 
economic, socia.L, and environmental considerations, are best 
made w"ith the complete coal reserves picture in hand. That 
picture will not be produced by the companies; and in fact, 
absent that picture the companies' exploration policies will 
tend to determine Federal leasing policy, which is converse 
to Congressional intent. To illustrate, the bill directs that 
Federal exploration be done as a basis for land use planning, 
and Interior's EMARS program is aimed at imposing Federal goals 
on leasing. 

.· ... 

,., 
.... · ·" 
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The bill has features which brin ... new advantages to Federal 
coal leasing. Certuin provisions assure a more fair and realistic 
return to the public treasury for the value aiven up, and will 
provide rruch needed funds for dealing with the economic and 
social impacts of large-scale mininc; on rural Sttttes wjth limited 
resources. These include the competitive bidding requirement, 
exclusion of bids for less than fair market value, hiqhcr royal­
ties, and provisions which discouraqf. ~peculation. ~h0se latter 
include, in addition to the foregoing, diliqent develo~ment 
provisions, such as the exclusion f:orr. leasing of lessees Hho 
have failed to produce coal on a lease> in comrrrcial q..ianti ties 
within 10 years, requirinq an o~Pration and rccl<lmatio~ plan 
within 3 years o lease issuance, and the diligent develooment, 
operation, and production rccuiremer1~s of mining plans. 

Finally, the bill ' s land-use planning requirem:nts improve 
the leasinq proce~~s in that lf 2sin~ lll' t be in ac«o.rd Pi tr. 
planning, which will have ;ncorpor, t.hc vie •s ot ull levels 
of government, as well as those of t:1e general public. 

" . .. . ' . ~ . ' " . 

'Sincc-..l!ly yours., 

... ' .... . . .)k.,. I 0 -;;; . 
J I T ...... , l. . I , l.~iA.~ 

Rus ... e ... l • • Train 
.·, Admini.stI;"a tor 

Hcnorabl'~ Jumes T. I.ynn 
. Ri~e.c~~r ... ,, .. . . . .. ~·· .... ~ _ 
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THE WHITE HOUSE 

WAS HIN GTON 

July 3, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

JIM CANN~ 
s. 391 

The Domestic Council ref;o ds veto. 

The administrative proc dures and regulations set up 
by Interior on January 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. 

~ t.. ~'ft bc,,l.J., ' 

cc: James T. Lynn '-".. ·~·:f'-t..tc."' . 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE Housy. 

W.'-\SH N3-0 1...: 

July 2, 1976 

CAVANAUGH r/ 
L. FRIEDERSDORff\\ 

JIM 

MAX 

S. 391 - Federal Coal Leasing 
Amendments Act of 1975 

The Office of Legislative Affairs concurs with the agencies 

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 
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THE WHITE HOUSE 

WASHINGTON 

July 3, 1976 

MEETING ON S. 319, 
FEDERAL COAL LEASING AMENDMENTS ACT OF 1975 

I. PURPOSE 

Saturday, July 3, 1976 
11 : 0 0 a . rn . ( 1 hour ) 
The Cabinet Room 

From: 

To obtain.views from department and agency heads 
and your advisers on Enrolled Bill S. 391, Federal 
Coal Leasing Amendments Act of. 1975. 

II. PARTICIPANTS & PRESS PLAN 

A. Participants: 

~Al Alm, Assistant Administrator for Planning 
and Management, EPA 

'-....John A. Busterud, Member of CEQ 

Jim Cannon 

Jim Cavanaugh 

Bill Gorog 

Torn Kleppe - ~ 

Jim Lynn 

Jack Marsh 

Jim Mitchell 

Frank Zarb 

~ 
B. Press Plan: 

To be announced. 



THE WHITE HOUSE 

WASHING TON 

July 3, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: JIM CANNON 

SUBJECT: S. 391, Coal Mine Leasing Act of 1976 

Attached, ~s you requested, is a draft signing statement, 
(Tab A}, and a draft veto message (Tab B). They have been 
reviewed and approved by Jim Lynn, Phil Buchen and Jack 
Marsh. Dave Gergen has reviewed and edited the text. 

I believe that both the statement and the message are 
ready for your approval once you have decided what action 
to take on this legislation. 



THE WHITE HOUSE 

WASHINGTON 

July 3, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

JIM CANN~ 
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. 

cc: James T. Lynn 



FOR IMMEDIATE RELEASE JULY 3, 1976 

Office of the White House Press Secretary 

-- .. ..._._ ., .... _ ................... _.. .. . .~ ... -. --
. . ·- --------------

THE WHITE HOUSE 

'I'O ?HE SEHA'I1E OF THE UNITED STATES: 

I am returning to the Congress today without ffiY 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 development 
of Federally-owned minerals ~ and the way that Federal pro -· 
cedures for the leasing of coal should be ~odernized. 

~1 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 Con~ress 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. 

'I'he 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 - mos 
of which are inland ~ the Congress by overwhelming majority 
has voted to expand the raore traditional sharing of Federal 
leasing revenues ~ raising the State share of those revenues 
by one third. If S. 391 were liraited to that provision ; I 
would sign it. 

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 mininum 
royalty of 12 1/2 percent oore than is necessary in all 
cases. S. 391 would also defer bonus payr.1ents -· payments 
by the lessee to the Government usually made at the front 
end of the lease on 50 percent of the acreare , an 

more 

{ 
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unnecessarily stringent provision. This bill would also 
require production within 10 years with no additional 
flexibility. Furthermore it would re~uire approval of 
operating and reclamation plans within three years of 
lease issuance. While such terms rjiay 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 rcadblocks. In particular. S. 391 requires detailed 
anti-trust review of all leases , no r.;atte1" how small · it 
requires four sets of public hearinrs where one or two would 
suffice, and it authorizes States to delay the process where 
National forests a Federal responsibility - are concerned . 

Still other 9rovisions 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 - 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 Secretaryj 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 dor.1estic 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 nechanism for future 
leasing. 

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

GERALD R. FORD 

THE WHI':L'E HOUSE_, 

July 3. 1976. 



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 development 

of Federally-owned minerals., and the way that Federal pro­

cedures for the leasing of coal should be llK)dernized. 

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., loans and loan guarantees for connnunities 
' 

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. 

(

I 

/ 
Q .. 
c 



2 

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. s. 391 would also defer bonus payments -- payments 

by the lessee to the Government usually ma.de at the front 

end of the lease -- on SO percent of the acreage, an 

unnecessarily stringent provision. This bill would also 

require production within 10 years, with no additional 

flexibility. 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. 

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 

b~cause the Secretary of the 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 wi th 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 --
··.:..., ·· . --- ...... ~-'111·-. · -· . .. .• · •. • · . : .-.- :. ~ _.;· .· ~·.;_ . ; ___ .• •. . : ·~ ... -:-·:.. ... ; ·::._- ·-· .. ·::;.:~ ... --.. --·~""·;: :~- -~ ·-:· __ ,· . . · ....... -~. ;;,""-.:-". ". ;(.-t-~--·- :~ ... · 

~: :.:>~!::not- =simply>in:..- Federai :.regUJ:ations---=•·;-..;:.. a.:.--new·-Federal cO-c\l -policy-
-....; ... - ... - .. . . .. .: . . -- - - .. 

that will assure a fair and effective mechanism for future 

leasing. 

Accordingly, I ask the Congress to work with me in 

developing legislat£on that would meet the objections I 

have outlined and would also increase the State share of 

Federal leasing revenues. 

GERALD R. FORD 

THE WHITE HOUSE, 

July 3 , 1976 . 
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THE WHITE HOUSE 

WAS H IN GTON 

July 20, 1976 

FROM: 

JIM CONNOR ~ 
JIM C~~,y~ .-

MEMORANDUM FOR: 

Here is a complimentary letter fo t e President 's signature 
to Glenn Schleede for his good wor on the Coal Leasing Act. 
It has been approved by Robert Hartmann. 

Attachment 
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TH E WH ITE HOUSE 

WASI ll1':GTO:::-./ 

July 21, 1976 

Dear Glenn: 

Your staff work on the Federal Coal 
Leasing Act Amendments of 1976 was 
excellent, and I just want you to know 
how much I appreciate your coming in 
on a holiday weekend to assist in 
resolving this issue. 

It was a first rate accomplishment, and 
your participation was an important element 
in the strong message on this matter. 

I am grateful for your assistance on 
this important legislation. 

Sincerely, 

Mr. Glenn R. Schleede 
Associate Director 
Domestic Council 
Washington, D.C. 20500 

·. 




