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COMPTROLLER GENERAL Or  THE UNlTED STATES 

WASHINGTON. D  C  2oYC 

D-118678 

The Honoralbl~~ Patsy I’. Mink, Chairperson 
Subcommittee O ,I Mlncs and Mining 
Committee on Interior and Insular Affairs 
House of Representatives 

bear Madam Chairperson: 

11~ rcsponsr? to your June 6, 1975, request and subseouen r. 
agreements with your office, we are reporting on rhc chancje: 
and improvement 5 needed by the Cureau of Land Management. 
C&par tment of the Inter irz, in azministering acredqc lirflita- 
t ions on mineral leases. 

As your off ice d Irected, we did not obtain formal writ- 
ten comments from the Department; however, we did discuss 
most of the mzrters presented in the report with Interior of- 
ticilis and includea their views and comments as appropriate. 

As agreed % ith your office, we will send copies of the 
report to the r:irector, O ffice of Management and.Budgct: the 
Sccrctary of the Inter ior; 
cor.lm it.tees. 

and trle appropriate c>ngressionsl 

Comptroller General 
of tne United States 
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REPORT OF PHE 
COM2ZRGLLER GENERAL 
OF THE UNITED STATES 

DIGEST - - - - ~_ - 

Because the Subcommittvrr rin Minrcs and Mining, 

House Committee on Inccr i’rr and Insular Af- 
fairs, is considering rr.vf:jinr~ c:xisting mining 
laws, GAO was asked to r(../if.‘w the acreage limi- 
tat ions on onshore 0 il iJIll ‘la!::, phosphate, pot- 
ash, and sodium lease:; to rl<~t(:rmine the 

--appropriateness 91 :IC~ fjasis for the 
limitations, 

--ef feet ivcnesc of p!!cr I:!,, eau of Land Man- 
agemcnt’ s syst(lm I or noon itor inq and in- 
sur it-q compl iancci w 1 t h 1 <:ar;e 1 im itat. ions, 
and 

--idcnticication 01 l/.jr iaI!s methoas of ex- 
clusion wh i(:h ill 1 II;’ Ic,:;:.r:c~s to hold more 
acreaLe than al l~~w~~(I ily t he specit: ic 1 imi- 
tations sCt ty l,rw ,3r4(1 I’cderal recjulations. 

The Subcommittee also rJ:,kc:rj CA0 to recon;r,end irr- 
provements in these dtrsd:,. 

BEST DOCUMENT AVAILABLE 



I of Land M ,‘,n~~cmrtnt is responsible for issuiny 
Federal lca:;~s clncl man ltor incj them to insure 
compl i,sncc* M  i t.tI acreaqc 1  imitations. The 
Depar  tmcnt ’ 2  W :oloq ical Survey recommends 
lease term:, dnfl c’c~lrd i I ionE to ‘-he Bureau. 



Moreover, tt,e 2.1reau ws:; Ilot f,Cfi:ct ively con- 
troll ing the phosphatc2, [~(i!::~:,il, 4ncl snr.1 ium 
acreage limitations (Sklc ii. 20.) 

The Subcommittee sent a ~??!.c~I tfJ tiicl Secretary 
of the Interior on Novembc>r 0, 1575, request inq 
his views and comments on whc:t hr!r 

--there was a cont. i r-111 inq nr,tbrl t r;r acreage 
limitat ions and 

-- acreage limitat ions wr:rc_i t11e no.r,t effective 
way Of prevent inq mr,nopoly of Federal min- 
eral resources cr wkr:atilc:r dn0thp.t system, 
such as a limitst~crn on ‘::;t imated reserves, 
would be more appro>~’ I.J~.~s, r,cpecidlly fur 
r,ol id minerals. (‘ii.e- FJ. 4,) 

i i t 



each mineral that ttte Federal Governrrznt 
leases and recommend to the Congress that 
the Mineral Lands Leasing Act and the Min- 
crsl Leasing Act for Acquired Lands be 
amended acwr?,ingly. (Se; p. 17.) 

11 limitations are needed, the Secretary 
should require the Bureau’s Director to 
dcvclop and implement a system to control 
the limitation for each mineral the Federal 
Covnrnment Leases. (See p. 23.) 

i 

iv 
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CHAPTEI? 1 

ItY~HOGIiCTION ----- 

The Subcommitte? on Mine: and Mining, Hour;r> iommittf-1: 
on Inter ior and Insular Affairs, in s letter dated ,Jun~ 6, 
1975, asked us to revied certain a5peCts of the acrea?<: 
limitat ions ftir phosphate, potassium (potash), sodium, ,I~.J 
onshore oil and gas, including the 

--appropr iatepess of and basis for the limitations, 

--effectivcnecs of the Bureau of Land tdanaqement ‘c‘ 
system for monitoring and insuring compliance with 
lf?dSC 1 inLit.ations, dnd 

--idcntif ication of various methods of exclusion which 
allow lessees to hold more acreage than allowg:c: II*. 
the spfycific limitations set l;y law and L’cdcr;:! 
regula+ r3ilS * 



B!I, S20,6?5 55,203 38,527,33:! 

91,556 19 22,819 

237,184 25 41,722 

132,605 44 77,624 

C,O69,409 592 220,661 

. 825 0 0 

0 0 0 

0 0 0 

In ‘J iPW OF the limited n~mhrr of leases on acquired lands, we 
reviewed pr imar ily leases on pub1 ic domain lands. However, 
our conclusions and recommendations also apply to acquired 
lands. 

xos: s,f the phi;sphate a~.? ygtash produced in the TJn it& 
Stdtes in 1475 was used tr, make fertilizer. The demand For 
these mlncrals is expected tr, increase as the world demar.d 
for ford ir,creaseb with p;palatic;n gains. 

Scd its ; - uced ?r incipal !y for makinq glass and manufac- .u 
tur inq r~lp, paper, and var iou:: them icale. The demand for 
sodium iZ r:x~pctcid to incfea:;cA dt an annual rate of about 2 
to 3 percent a year through 191:L. 

‘i’be bureau of land Mdnsycm~nt, Department of the Inte- 
r ior, is responsible for issuing Federal leases and monitor- 
ivg tk.cr to insure compliance with acreage 1 imitations. The 
3ure32’5 State ofZicc:r; arc respors ible for monitoring miner- 
als (oil ;Ind gas, potash, and sodium) which have acreage limi- 
tat ions for Fcderdl land in each State. The Bureau’s Idaho 
State Cffice monitors; phor,phatrz which has a total acreage 
limitation for the United State?. 

2 



The DcDartment ’ s Geological Survey super .i ses pt ospect- 
inq, development, and product ion operst ions and act ivit ies. 
It also recommends lease terms and conditions t3 the Bureau 

SCOPE OF RE‘/XEW - 

We reviewed the legislation, regulations, policies, pro- 
cedures, and pracLices pertaining to acreage limitations. We 
intcrvi+?wer! Bureau officials and reviewed appropriate records 
at Washington headquarters; Lnvcr Service Center; and tkc 
Wyoming, Gtah, and Idaho Bureau State offices. We also in- 
terviewed S*~rvey sffici;ls and industry reprrlsentdtivr:s. 
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Throurjhout our review WC’ not-cd that Bureau officials 
and employees gave a low prior it~y to icreage limikation 
compliance cf forts. An in{%! f cct- ive syster’ of control I inq 
acredqe ,imi;ations and nurltr#rouL errors in the control re- 
cords wrre the results 01. the low priority. 

~ure~u and Survey fit:10 off ice officials said that 
2creo JE limitlt ions wc:rr? not an cCfect ive way to prevent 
monopoly of phosphate, pot,l::h, and sod illrn because? tilt 
thickness and quality of minr:rai deposits varied grrati’. 
from State to State and ev(:n with in A State and bcc;lusc: 
the amount of recaverJblr1 mijlt,rdlC: (reserves) found ‘in b 
specific number of acrcz at Lwo lcrations could vary 
tremendo\lsly . 

The act and rcgulat jonc: allow an individual or corpora- 
tion to bold Icastas on cant lquous or sdjoini.lg lands up to 
the total m~ximur rcrcaqc ~lloweci. Bureau ckf ic ials told 
us the single-lcaot! 1 imit;lt io:i o~i phosphate, potash, sodium, 
and onshore oil and qar; d ifI not prevent monopol i zst ion of 
any of these minerals and incrr,,-lsed the f3urcau’s cost sf 
ddmi;\ ist~cr inq th(. IL~~sc‘G. Al:;ci J Burmesu official saici Lhc 
Bureau’s practii~~ of a1lnwinrl lr~se_lc~s to assign onshore oil 
and’ qas lcasr!r in pdrccls #l:;’ :,ma11 3s 40 <lcres h inderpd de- 
velopment, incrc,>scd the 1311r(bCjtI’ r administrative work, ;Ind 
served no useful purposr:. 

hie identified thr? fnllnwirlc~ principal exclusion:: which 
allowed lessr>cs to hold rnorc: *~(‘rrac;e than allowed by the 
specific 1 imitat inns set l)y thr> r>ct and Ft~deral rcgulJt: ions 
(1) unit plan of developin(~ oil snd gas fields, (21 frac- 
tional intc,rclct? of on,> (*orllp,jny in other companies’ hold inq::, 
(3 1 allow csch fclmil r’ frrcmt~~*l Lo 1101 ; lane; up to the 1 imits- 
tion, and (4) nlining mot-13 t tt,rn Or?cr mineral on the zamc l,!ritl. 

We could nnt dctcrmlnt’ ttir! thesis for the current maxi- 
mum acresqca 1 in1 iLLit ions; on f,hcJr;ph<3te, potash, sodium, 3~0 
onshore oil ,Ind !jds by rcivi1--wincl the act’s lcqislat.ivra his- 
tory dnd dizcusslng thic mat \f~r with Department officials. 
Bureau officis1.c; toid II!< tIIII! t{~(* maximum sodium acrtbdc?rl 
limit.dtion 01 !,,liO acff:ri W~IY: too small, but they took no 
position on thr; approrjr iat(sn(>!;r, of the phosphate, pot,lsh, 
and onshore oil and qar, r~rr~‘.~q~’ 1 imit,?tions. 

The acrc:aqc? 1 imit,lt ions f-or the minerals we revicwlatl 
have been inr*rr>+nr.r?J to t hrb ir r’r(‘f:c:nt level. since enactmf:nt 
of the act in 1920, pr irnor i I ; I)~c~ur,c of producer t-cau(:r:t::: 





_.l-.e..-m..-.l. -W.-d ._ 

incrca:? iz  or el imination of the 1 Imitation wouia aliow 
the ~~ns~,>r oorr,‘C~nier: ( Is rqcr c r~ r r lp~~n ied!, lr i~.it~~‘d throughout. 
the Un i tcl;J ?tat&z) to monopolize thr: lnduztry and would, 
in turn, force the reqi3ns.l companlc::; out ok business. 

On  the other hand, major compCjnt/ IIf f icmials  said the 
current limitation chould he greatly tncreased L’r  k~c -  eliill-  
inated. llowever , thc:;c compan ifs  Ilt:iti ldrqf? CiTiOUIltS Of 
Lund that were not protiucinq -?nc! Purr:au ol.fic ials  toll US 
that the acreage 1 imitst ion ~11~1 nGt ljppfrdr to be ;Idverz;c!ly 
affect in? the comp4ri i&f:<’ c~perc3t iorbr:. MJ - JO~ company oLf’i-  
c ials  5160 taid the 1 imitation servr;ti no useful purpose 
hccausc the compJn if?: would not r?ttr:mj3t. to monopol ize 
Federal land if the 1 imi!at.ion wf>rc r:l intindted. 

W e also discusced the appropr i;itrancl;s of the current 
oil and gas limitation with reprcast>ntat I~PC of ttic  Petro- 
h?Uifl Assoc id t ions in ‘.‘tdh and Wyom~r iq. The representat iv c c  
did Ilot have an association position UP the appropri..tcnc$s 
of the oil and gas acr~>~rg’: 1 ~mitL4tic,:i. 

PttoSptldtC .-_^- .._... -  --t potaqh r  ;II;C :;orj ius 
acreagt: 1 imitat ion:: 



:;clur r 4’ n f acr edge 
1 imitilt ion: 

C~~muldt ive 30 U.S.C. 43 CE-Ic 
184 3501 .I.-4 

s I rrg Iv lease 32 U.S.C. 43 Cp’R 
211(a) 3501.1-4 

Arf;s 1ncludeJ in 
r?f:r f+dqc: 1 iv i ta? ion United States I: c7.l c tr !i t cl t ‘: 

CUI::J 1 (.I: i v~ acreage _a/ b/ 
1 Imik,!t irn 20,480 76,000 

SinqIr*-lt!df-:~ acreage 
1 imit;bt ion 2.560 9,560 

A\i’rl’J’Jr’ f*xcdmpt ion-- 
OC~C~ L t iOn to form 
r2canom ic un it 

t)/I,rJJ::f.‘!i-- 2,i, EOU acres; perr. its--51 ,201) ,I(:rrrr,. 

s 3ium 1. . 

3r U.S.C. 
184 

30 U.S.C. 
262 

Each State 

5,120 

2,560 I 

10,240 



phosphate acreage limitation, a singly lessee could control 
about 22 percent of ~111 the put>1 ic domain land under phor,- 
phate le3ses. A(-cordinq to Bureau rf:cords, as of Novemh(~r 
20, 1975, the company holding the lsrqcst numher of acre:; 
in kyomlnq or Utah under puL1 ic do~lairI phosphate lcarer, (Inch 
permits held 12,628 acres, or 14 p’c:r~c(+nt of the total. 

At June 30, 1975, Idaho l~sr! 4’i,OY5 acres (45 perc-onl I 
oE the total 91,556 acres of ;-: !,l ic rloma in land under F’cqri- 
era] phosphdtc lcldses, and dt the tirr,c of our review thrarr* 
were pending applic,?tions for 3tJout 120,000 acres. nt tit<+ 
time of our revir-w, 7 t,rms ir; idaklo had filed a total 91 
14 mining plans with Survey cnv(‘r in<] t.hrrir proposed minincr 
operat ioic, over the next 25 yr*,jr.r. ‘I’trc 14 minino plan:; :;tlow 
that d total of Jbout i3,8OL icrr?L; Wi 11 be used for protluv- 
tion dur inq the 25-ycC7r PC;;; ,d. On the basis of the? C&ITI(’ 
Usdgr rJtC, Y.2 c:!TtimJte that aho!ut 2G,fiOO acres will ht> u::rlti 
in 4G years, dcpcndinq on the CIII~I ity ot the miarral antI 
tons pel drre. As of I:ovembcr 1915, these seven L I, fl:, 11l~lti C’r 

34,337 acres of land in southcacttrn Idaho under i-‘edr?ral 
leases and permit:;, 

The act dots not. specify ;1 1 ixitat ion on the total n!lm- 
her of acres th,>t cjn he held ur.tlrlr F<J:leral potdsh lesr,r-:; 
a~-;? permiLs; howc:vcr the Depsrtmint. hss iccucd rcqulst ion!.; 
limiting the totti1 nuar)cr of rlcrc’z ri lessee can ho.!4 in i+,lch 
state-- 25,600 ~c~~~L;c’ acres, 51,2SC permit dcrt’s, and 2,560 
fr ;nqe ared uc‘rc’s. Durcau off icislz: cou’rl nnt providr? ,:ny 
documentation ac to how the rpcc i f itr acrcaqc! 1 t.;,ltdt ion:: 
were establitt1c~c.1 ItoI- (Ii0 they ~!iki tt,f:lr cplninr, of t. h f’ ;I I’- 
propr iateness of the currf:nt ,~ur(:.!cl~ 1 imitations. 



c’l lc.rirl~v 1 r>a:;r?t-i more acres than it needs for its mininq op- 
tar (At ~cin:;, il. 1” tying up land thdt Could be leased and de- 
vclopctf t3-i ~,omconc else. 

At the time of our review, the company which held the 
] d r 2 r: ” I- t l-1 t ,> ] 311re2ge under Federal ~9tash ledsee end pnr- 
xiits in Cc-h L La, end Wyoming held about 24,700 acres under 
lcaserj ;Ind nGne under permits. 

Sodium act-c-age 1 imitation 

The dct 3nd impleinenting Federal regulations provide 
that no lessee hold c own, or control more than 5,111, acres 
(tdsic sodium limitation) of public domain land under Fed- 

cr~l sodrium leases and permits in any one State. However” 
the act and regulations allow the Secretary of the Interior 
to permit a lessee to ‘noid up to 15,340 acres of sodium in 
any one State in order to form an economic mini;lg unit. To 
rece ivtl the extension, the applicant must justify the in- 
crease dnd provide certain information on i’:s non-Federal 
sodium holrltnqs in the area. 

As of. July 1, 1475, six firms in Wyoming requested and 
received increases ranging from 1,6?0 to 8,503 acres over 
the basic sodium acreage limitation. FiielSSOt?r; given by the 
firms for rrquesting the extensions included: 

--The need for more ore to meet expanded requirements. 

--‘Ihe prevent ion of competitors receiving key tracts. 

.--Tilt: need for large-scale oper at ioiis, 

--Ttrv large investment in plants anti development. 

I~‘urttir~rmnrf~, two of tt,e six firms received thr? oxten- 
sions althouqh they had not begun mining operations when 
t h c f: x t 1.1 n :; i r) r3 2 k  e r e a r d n t e d . They have now held 1ear:es for 
14 ;InC I7 ‘/(aclr 5, respectively, without dcvcl.3pment. Bureau 
jear;!ir; dry nr~r rr>ouire diligent development or minimum roy- 
3 1 t ic r. ij,.lr,ati on produLL ion , and the leases can be held for 
lcJl?g jr(::icJd:; ,jt 1 irtle ccst. 

~?IJ;~*,I:I and Survey officials alrd conlpany representatives 
told us ttldt, because economic mining of sodium requires 
s izclbI (a :~ineral deoosits, the 5, ‘L20-acre 1 imitation wan to? 
small ‘>nd :;houlc.l i:e increased. For example, one sodium pro- 
rl u c c r in h'/r,~linr~ ures about 200 acres a year in its rl,ininT 
operdt ion:,. c: cJ n c  6? cl il e n t 1 V . , this firm would use 5,120 RCT~C 
L !I i t :: I’i i rl 1 n (-7 (: [Jc! r d t i o n s in ,>bout 25 years. and tn eccnornic 
,::ifl in’: tin i I. is: iJclsed on 4C yc-drs oE operation. I3urosu 
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officials told us they took no action to have the basic 
sodium limitation of 5,120 acres increased because firm6 
could readily obtain ddditiJna1 Federal acres. 

USE OF RESERVES SYSTEM TO 
ZHIT MINERAL HOLDINGS 

bureau and Survey field office officiaLa >ld us that 
acreage limitations were not an effective wa: prevent 
monopoly of phosphate, potash, and sodium becatiEe the thick- 
ness and quality of mineral deposits varied rJre3tly from 
State to Stat~t 30~1 even within a State and because the amount 
of recoverable minerals (reserves) found in a specific number 
of acres at two locations coclld vary tremendously. 

In explaining how the thickness of mineral deposits 
coula vary, the Pupartment told a congressional committee 
that p?osphatc dt,posits in Montana were from 3 to 12 feet 
thick, wbcreas deposits in Idaho qcnerally were from 40 to 
160 feet thick. It added that the surface area, in itself, 
was not. a cr itl?r ion for the amount of minable phosphate 
which is found urlcjc-trqrourld, 

However, in I tr, Apr il 2, 1576, lc’tter to tile Subcor.i- 
roittee, the l:r:por t!!:c:nt statcri t hat, tilthocyh sub:;t itut inq 
reserves limit<~~~ ionr for dCr6r;Jcl6: L~~r~itatlons would be tflco- 
ret icdl ly dcr; i r.~hl~.~, it woul(1 fi?s:Jlt in arttfrcial f!ist.inc- 
ticns and WOLJi(f !?f. cxtrc:mr:ly drfficult to administer. Th (1 
Cepartment 5Jiti ttI,:,t, aftC?r 4n init ial reserves dSsCF;5ml’nt. 
and account in’.] of uwncrch ir), it wc)uld, uncier d reServr:r 
limitat ion s:istenl, htvc to r::;Ikf, f rcqurrnt adjustments s incr: 
reserves 3 .s s C’ s 5 11~ I ’ t I t .P, WC’ r (t :‘uliJr,ct to major changes 3s I:X- 
plordt ion and Clr~v~.Iot~il:(~nt r)rov ide mijre accurate ddta. AlSO 
the Department iBt,.rtf~d thr’lt tkire oudnt it)r of recerves in ‘1 
given parcel of l~ntl I1Uctu.jt.r.:. with the price of th<> min- 
erd 1 cirlci tilt:, t. r l.‘!.(‘f VI,:, WI ulii 11.. too volat iie tu (Is61 i II 
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c c td b l  i s tt i n r! 1  i m i td t i o n s . F o r  th e  a b o v e  re d s o n > , th e  D e -  
p d rtm e n t d i i i  n o t c o n s i d e r ;h e  re re ri ’e s  l i m i td ti o r, s y s te m  
to  b c  th e  m o r:t c > l fe c t i v e  w e y  o f c o n tro l ! i n g  h c l .d i n g s  i n  
f~ :c i ~ ~ r2 1 l y  c 2 w n c tl  m rn c rd l  re s o u rc f? s . T h e  D e p a  r  tm e n  T V  a d d e d  
t h  J  t t h  v  1 )  r  Q  r>  i ,, r  6 : c l  d  i  1  i  q  c  a 7  t d e v e l o p m e n t a n d  a d v a n c e  ro y a l ty  
r (? c !u  i  rO m ? n t I; ta r  p o ta s h , .:h o s p h a t.e , 
th r,r,e  i n  th e  D e p a rtm e n t ‘s ‘ 

a rd  s o d  i u m , s u c h  d s  
? ro p o s rd  re g u l a ti o n s  fo r  c o a l , 

c o u l d  rc ’d u c i : tti c  i m p o rtd n c e  C &  th e  p ro b l e m s  a n d  c b v i a te  
th e  n e e d  1  o r  (2  l tl -.e r  re s e rv e s  o r  d c re d q e  1  i m i ta ti o n s . 

W C  b e 1  i (:v e  th e  D e p a rtm e n t’s  d  i l  i g e n t d e v e l c p m e r! t a n d  
a d v a n c e  ro y s 1 t.y  rn a u i re m e n ts  n a y  b e  a tte m p ts  to  e n c o ti ra g e  
p ro d u c t i o n  d n c i  r )e rh < l l ;j s  to  re d k l c e  th e  o p p o rtu n i ty  fo r  s p t’c u -  
l a ti v r r  h o l d i n r rs , b u t th ry  c i o  1  i ttl e  to  p rc v c n t e x tc n s  i v 2  
h o l d i n g s  o r  m o n o p o l y --th e  p r  i m d ry  p u rp o s e  o f a c re d q e  1 . i m i -  
ts t i o n s . F u r  ttl e rm o re , w e  b e 1  i e v c  th a t tb 3  D e p a rtm e n t s h r. Id  
h a v e  d  q o o d  k n o w l c r j q e  o f th e  a rn o u r~ t o f re s e rv e s  i n  d  F a rc e 1  
o f l a n d  b ~ fq re  th f>  D P p a rtm c n t l t> ~ s e s  th e  l d n tl . W C  b e l i e v e  
s u c h  d a ta  i s  J IC O  n p c n z s a ry  i f th e  D e p d rtrrc n t i s  to  e ffe c -  
ti v e l y  c a r ry  o u t i h < l  d i l i g e n t o e v c l o p m e n t d n d  d d v d n c e  ro y -  
a l ty  re n fl i r r l r r r2 n tr. tt;,:!t i t 1 2  c o n te m p l a t i n q  fo r  p o ta s h , p h o s -  
p h s tc  I d r,C ! ::m ! i u m . 1 2  i t!? n s t z !d ::o u z te  rfz e rv t:? . d d td , s u c h  
rc a u i re rz ~ n tr w o u l d  h f h i g h l y  s u s p e c t. 

W C  ~ c l r ra c : 
h  l .* V  1 ’ 

w i th  th e  C c p a rtm c n t th a t m a rk e t d e m a n d  d n d  
p  r  i  < ’ F ’ C j  ,j n  i m p a c t o n  ttl e  a m o u n t o f re s e rv e s . l i o w e v c r, 
w e  ~ J P I. i !:v ~  t i l .J t th e  p ro b l e m  o t 1  l u c tu a t i n g  p r i c e s  i s  n o t 
i n s u rm o u n t~ fj l c . C o n s e a u e n t l y  , w e  b e 1  i e v e  th e  C e p d rtm e n t 
s h o u l tl  n o t ru l e  o u t th e  u s t o f re s e rv e s  l i m i ta ti o n s  i n  
m c 3 k  i  n q  t h i  rtu r ry  o n  1  i m i td t i o n s  ttta t w e  a re  re c o m m e n d i n g , 
a r;~ ,r:c  i 2 1  l y  [; i n c c  a d e o u z te  ro r,f? rv (a s  d a ta  i s  n t? e d e d  to  e ffe c -  
t tv f,l * f r C ? rry  r j \l t tb l (?  0  i l  i g e n t d c v c l o p m e n t a n ti  a d v d n c e  ro y a l ty  
r  f~ c 1  u  I r  ~ 2  r1 1 0  n  t‘ r: , 

A l  th (;u r!!i  th g ?  a c t a n d  r  c q u l d t i o n s  1  i m i t th e  m a x i m u m  d c re -  
s q e  , th (.y  ti e  n o t p ro ft i b i t L !r-i  i n c l  i v  i d u d l  o r  c a r  p o rd t i o n  fro m  
h o l r i  i n g  l e 3 1 ;(:.c : o n  t:O n t i q I,c l l l s  
td l  : I : c l X  i !T l L l i Y  ~ l ( : l ’C~ d r j t  r 3 l l G W c - i .  

o r ,Id j o i n  i n ?  l a n d s  I.F  to  th t, to -  
F o r  e x a m p l e , o n e  f i rm  i n  U ta h  

t-1  (2  1  d  I l ,C ( l (; c a n t i q u o u s  d c r”~ ; u n ti e , s i x  p h o s p h a te  p c r j l .;ts  
rd n q i n q  l ro n ~  1  ,j i l  to  2 ,5 4 i  J C IC -s . 

1 2  B E S T  D O C U M E N T  A V A L L A B L E  : 



Bureau dntl survey 01 f icial.5 said that 2,560 acres was 
generally in.ruf r i(.i(,nt. I0r ~~cr~nf~,~~ i c II: in i nq of phosphste, 
potJ5tl, dnd sod iu;!l. Corl!;c~q’Jer:t 1 y, f irmt- must acquire sev- 
eral le3ses in the sdmc’ location to form an economic min- 
ing unit. For f:x~mp2c, two at t.ie threr: sodii;m producers 
in Wyoming eacii hf:ld f iv(a l+ases of shout 2,5OP acres each 
and the other 1 itm field ttrree lea:,es of abour 2,ulir.J acres 
each. 

In sddit ion, 3 Curcau rlf f icial told US that the sinqle- 
lease dCredqC limit;ltion w‘I:: a grohlem when the Bureau wanterl 
t9 lease lands compct.itivcly for phosphate, potash, and so- 
dium mining, because 2,560 acres might not be large enough to 
form an economic mining unit. 

Assiynment of onshore oil and gas ledses -._I_ -- 

The Bureau ’ s prsct ice uf allowing lessees to assign, oil 
and gas leasf;:; in parcel s U~; Small as 40 acres hinders de- 
velopment dnd inzrcases the Dureau’s administrative work. 
The act dllOW5 a Jrrcsrle t-r) tr‘?nrlr:r (assign) all or part of 
the acreage in d Ieds;~’ Lo r~floth~r person or company, subject 
to t.he 3p:i3rGr,‘al of the s?crt-t.:ry of the Inter ior. 

The requlat icons pravicjrl that the minimum lease s!.ze 
for noncompctit ivr: onr;horr> o!l and gas leases issued by the 
Buredu on pub1 ic rfr)main ldnrir if: 640 acres, except for smali 
isolated parceJ .c; whorr~ thy t-o?dl area ;IvailabJo for leasing 
is less than c?40 ,>rrra!:. I!nn,i.~~f. r , t hc 3 1.: r L.’ d u 3 1 1 0 w s 1 c s s e c s 
to assign such lotuses in parcel:: a:; SmaJ.1 as 40 acrr?s. 

Assiqninq oil ;rnrl !],I:; l~;asrez in tracts of less than 640 
acres incredL5ez the, bureau r. ,lclministrat ive work. For exam- 
pie, 0 n e 1 C 3 s E w J r, i.c,sut:cj fc,r 2, 560 acreS and later wds di- 
vided by the lrlSs(:rF int.n 44 Joasec. Instead of keeping one 
set of records and sendinq out one rents1 billing, the Bur- 
eau must keep 4’f rcts of rtrvortlL: Lirld send out 49 billings. 

A:;signinq o i I ‘lnrl qs:: Ic~.>T;cc, in Icr,s than 640-~crc 
tracts also hinticr:; devoloJ~mr.nt, hr:cause a company planning 
tc, explore for .sncj pr0ducr: 0 il 113s to r or&tact a larqe num- 
ber Of 1easchoJdcr :; t 0 l~cci~mu i d t c’ :;uff ic icnt acreage. Bu- 
reau officials Fd if1 that moi:t hnldf<r2 nf partial assignments 
were not oil corrin,jn II’:’ i;rrt hi:re :.pcAculators waiting for an 
oil company to but/ 1:tlilr3 (jilt <.t 3 r;roC it. Company officials 
told IIS that long J”‘r ioi:‘, rr.n7c!inq fror;, 3 to 7 years, were 
required for cont,3c-t ~riil It,;:: (~holfi(.~r s Jnd cons01 idat ing dn 
explordtor :I un i t . 

A Bureau 5 t d t 1: 0 i : i cr: of I ic i;iJ S’cJtFd that dCs iqn inq 
oil and gas lc;lser: in tr;rct:: of 1,~s than 646 acres 
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increased the Bureau’s administrative work, nindered devei- 
opment, and served no useful purpose to the Federal 
Government. 

EXCLUSIONS FROM ACREAGE LIMITATIONS 

The Subcommittee asked us to identify the various meth- 
ods of exclusisn which allowed lessees to hold more acreage 
than allowed by the specific limitations set by the act and 
Federal regulations. We directed our review of acreage limi- 
tat ior, exclusions pr imar ily to ident ifyin? the various 
ix t’nod s of ohta.inins cr ZanJqing a lease which allow for ex- 
clusion of all or part of the acreage i , computing an indi- 
vidual’s or corporation’s holdinqs for lr-?age limitation 
pUrpGSeS. 

Acreage limitation exclusions alloi. :n individual or 
corpordtion to legally own or control corsiderahly more acre- 
age than that Allowed by the limitation. ,iorne excli!s ions dfe 
provided in the law and some in the Federal regulations. I’he 
principal 6?xclusions from the acredrlt? limitations on the min- 
erals included in our review wer? (1) unit plan of develop- 
ment, (21 frdctiondl interest: 01 one: company in other cornran- 
ies ’ holdings, (3; family holijlr:~~s, anu (4) mining mGre than 
one n;ir.eral on the same land. ‘I’h~:,~: t:xclusions at-e discussed 
belok. 

1. Un it -- plan of dcveloFmf:nt. ‘i’ti i S is dn 2qrerirent out- 
linlnc a c?‘xxon plan of cleve&r?:r,~nt dnd o;>r?rdtion GV t~wo or 

In hyoming aboot 3.2 miil ion (14 pcrccnt.) of 22.6 mil- 
lion acres of land leased for oil or gas opcirL?tions were uni- 
tized; in Utah about 0.9 mill ion (h pc?rct:llt) of 13.9 million 
dcreS were unit izeci. The fouv conlp;tnic? WC analyzed in de- 
tail had unit izc:d a01-edoes r-2riti1nq f~-om i(I to 30 percent of 
their holrlings. 

2. I:‘r,3ct ions1 interes’..: <II (ITIC comr.‘dflIy 
ies ’ 

A-- 
h D 1 ri t n q G,. 

---. ---. _ 
The act (30 (!.S.C. 

In nthrAr con;pJn- _ _--. A..---~-- --- 
184 (e)(l)) and the mincral- 

ledslnq rt-igulations provide that an individual or a corpora- 
tion 0wninrJ morf2 thdn d 10-pfArcf,nt 
be chdrgt’d with its proport iirndtf: 

LntereSt in d corpurdt iun 
:.t~~~re of the cornoration’s 

dCredgf2. iis a result, an inclivi(lu~~l or csr;oration control- 
linq (51 percent or more of tnf) stock) anothc r corporation 
hdVinq ~f?dSc:; dlS0 COlltrOls trlr If;,jf;ft-Ij tjut. wr~ulfj be chd.‘qed 
with Onl;, dcrcdcJr_’ proport iondtr-1 to it5 stQ,rk ownerstiip. ’ 



For example, ot~e parent company owned 52.7 percr:nt of 
tr#c stock of compny A and 100 perceat of ttie stock af corn- 
[Jany b. For acreaqe 1 imitation purposes the parent company 
would be charged with only 52.7 percent (111,?98 acres) of 
th? total 211,191 acres held by corpdny A undo r oil and qss 
leases and with 100 percent cf the 56,500 acre s held by 
company B Even though the parint company controlled the two 

.subsidiar its and, in, effect, controlled their zntirc lease 
acreage. If the tot,>? t~creaqe ( 267, c91 acres) held by the 
two subsidiarl?s in Utah were char;tid against the parent 
company’s acreage l.i.nitation, thF parent company would have 
e:,t?eded the 1 Lnitati(,,l by 21,63 L acres. 

In its April 7, 1976 letter, the Department stated that, 
with the complexities of vertical, horizontal, and conqlom- 
crate ownerekips---which are common in the mineral industry-- 
establishing cwnership for the accounting of acreago Lc)la 
ings couid be A difficult task. In this regard, we noted 
the Bureau does not consistently Gbtair? the cxzct Fercentage 
cwnership oE one corporation in another and therefore usu- 
ally cannot make the determinaticn of fractional interest 
that is required by the regulations. 

3. Fami1.y holdings. The dCt (30 U.S.C. 184) and the -7 Tineral-leasli:g regu?ations permit C-dL‘h member of a family 
to own, hold, or control up to the mzxim:im number of acres 
allowed by the 1 imitation. Consequently, a E;mily of five 
individuals could hold five t imcs the number of acres held 
by one large corporation whici, “ras z single limitation. 

For example, the Bureau’s 3illinq list indicztcs that 
a husband, wife, son, and d corporation wholly owned by the 
husband had interest in 818 Wyoming oil and qas leases cov- 
ering abcut 503,000 acrec. The L‘il1ir.g list indicates that 
each family member was within thil 246,080-acre limitation. 
3owever , the billinq list shows only who is billed for the 
rental on the lease. (See p. 19.) We did not detr:rmine 
the actual number of acres each family member held, b?cduse 
we woul~f hdve hsd to review a!~@:it 4O,ii(?O indivir!1,;11 Ieasr:s 
to make such a tieterminat ion. 

3. Mininq more than one: :T incr 31 on the sage 1 Ind. 
‘Ihc act (30 u.S - .C. 262) pern,It-------------- r;oC ii~n; tn k~v miner: linder 
potdsh leases and Fotash to i,,: m ir,cd under Sooiutr Ic;dse,c. 
2’hic: provision adds 25,600 r?sr~‘c ts the soti:urr li.:itGt ion 
and F; 122 acres to the potash 1 im it,:jt ion. I’#e noted one 
firm in Utah that rrined SO~LL:K L!nc:t:r its potzE1, Icares. 
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work, and serves no usetul purpose. We believe thcx Bureau 
should determine an appropr iate m inimum 1 im itat ion ahd 
revise its regulations accordingly. 

RECOMMSNDATIONS -_-~_-~_._------._ 

We recommend that the Secretary of tile Interior require 
the Director, bureau cf Land Managtiment, to: 

--Study the concept of acreage lim itations to help in 
determining whether there is 3 need for lim itations 
based on acreage or somrj o+:her meas,lre, such as esti- 
mated m ineral resyryes. If so, the Jirertor should 
determine the appropriate type ;-d size cf the 1 imita- 
tion for each mineral that tile Federal Government 
leases and recommend tcr the Congress that the M ineral 
Lands Leasing Act and the M ineral Le;,sing Act far 
Acquired Lands bc amended accordixqly. 

---D2termilld an appropriate iim itation on the m inimum 
siye of an oil and gas lc-ase as.sig::ment and revise 
the Bureau’s regulations accordingly. 
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PhOS. hate Z)CJ-?!hQ ronF rol .‘;5trt~~m - 

The Uurca::’ s Idaho 5t;ltf: ij! i ,Ccd wdS not effectively 
monitoring the acreage 1 im it.)? I on? on phosphate appl ica- 
t.icr.s, pcrr,,i:r , 3nd lc~res !TC’~~L:C:~~ the acreage control 
,:ystem did not correctly idi!nt i ty tile current status of 
pnnspF?t~ l~~~seholdinc~r.. Otii~~r L!ur edu State off ices 
were noL sending the Idaho :;t-,atlb Gff ice current informa- 
tion on app1 ications, permits, and leases heca~se they 
thought that the bill inq systt:rfi ~3s control1 ing the limi- 
tat ions and that they no lonqrar nr~edcl? to file ckidnges 
with the Idaho State Office. ‘;‘he Idahc State 3ft.ice em- 
ployee responsible for tho control records said she 
thought there were n6 chanye:; inc? nobody had not If ied 
her of dny. Tht+r(?fct.e thitri; w(‘ri! r,,an’j differences be- 
tween the total acrcaqc holldin~rc shown for lessees c>n the 
Itiaho State Gff ice r(jcorclr, anti t.hi:ir dctudl hold;nqs. 

In September 1975 WC’ r-cv ic.w~d the Idaho St.ate @ff ice’s 
phosphate acreage control r(*corc!s which identified 83 firms 
with phosphate applications, 1 f~dSCS, or permits on public 
doma in land. Gn ttlc basis nt our review at the I!ureau’s 
Utah anti Wyoming S+_atc of.f i(.r*::., we knraw that the total acre- 
age holdings shown for ccrtaln I irmc were incorr+?ct. He 
advised the Idaho State Officrn elf icizls and they contdzted 
the other Rureau State ot! II-~17; in Septemi-,er 1375 3nd requested 
informidt ion on the curretlc :-,t.,rt 11:: of phosphate holdings and 
on future changes in the statu!: of chosphate applications, 
permits, and leascc, In Nov~.~~nl~r~r iY7?1 hue returned to the 
Idaho State Oft ice to rev L(~IJ trlc: upuated phosphate control 
records ;Ind rclatta lease 1 I I(,!;. WP found that 

--26 firms had had ch;~n(r(:~ in the acredqcs they held, 
and 





year. Bureau officials also t.old II!: th&t any large increase 
in activity for these minerals in t1~c future would make the 
present control system inadeauate and that they would have 
to revise the system so tnat. the totdi acreage held by eac:~ 
lessee would be readily availabl(:. 

CONCLUSIONS --P 

The Bureau does not have a system for insuring compli- 
ance with the onshore oil and gas acreage l-mitacion and 
consequently does not know wL.zther individuals or corpora- 
tions have leaseholdings in excess of the maximum zqzreage 
limitation set by law. Bureau officials said they did not 
control. the onshore oil and 9~s acreage 1 imitat icn because 
of the huge workload and high costs of administoring a 
large volume\ of leases and lea54;rk nssiqnrnents. 

Although the regulations provide that -1verr iding royal- 
ties are Chdrgedble against acreaqr’ limitations, the Bureau 
does not require companies to 1 iic overriding-royalty data 
and does not systematically rc~~orn data that is filed. 

The Bureau’s Idaho State Ofltcc? was not effectively 
controlling the phosphate acrcagfa 1 imitation Seca.use it 
was not receiving pertinent rltlta on lease status from other 
Bureau State off ice5. However, it rcczntly requested the 
other State offices to submit the! necessary data. 

The Bureau’s Utah and Wyominq St.7.te off ices were using 
listings of individual leases to control acreage limitations 
on potash and sadium lcascs. Altho*%,- 4L,h such listings can be 
used to control acreage limitatlc,ns when there is J small 
number of leases, we believe tfrcrt d bystem which shows total 
acreage held by each individual or company will be needed if 
there is a lar9e increase in thr! number of applications, 
permits, and leases. 

We recommend that, if limit<lt.ions based on acreage or 
some other measure, such as ~PYPTVPS, are needed and appro- 
pr iate 1 imitations are establ i:-hf:rI, the Secretary of the In- 
ter ior require the Director, tjrlr ~~~1~ of Land Mnnaqement, to: 

--Devcloc and implcrricnt ;I s;rr;tcm Lo control t:le limi- 
tation for each mine: al the f;‘tuderal Government leases, 

--Determine whether it Is aoproor iate to charge overriding 
royalties against the oil nn(l gas limitation and, if so, 
take the necessary act ion to control the overriding 
royalties. 
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idovemb,. 6, 1975 

‘I’;1 i :, !;ubco:::r ittee is presently preparing to make a i)ro;ld- 
r Jr;:; I ‘;:r; c,uj~inat ,on of the cnt ir(> system of m inc!rdl leasing. 
i’nv of thr: specific areas we will be examininr! is tllat of 
dcr’~,icle 1 in> i td t ions or lease hold inqs. To osnist us in our 
t’x,IIc inat ton, wrc wo!~lri 1 ike your views dnd cOmnlr:nts on the 
ruclf t far .c prcjscnted helow, 

!if!(I’.‘f ti:c: 6.x ist inq m ineral leasing system, scredqe 1 imitations 
nlrrl (*:;tab’ir;hcrr restrictinq the amount of Fcdc*rdl land which 
rndy tlfb ticald + :’ day pt~1’5on, dSS0C idt ion, or car porat ion. There 
J r (’ :.!,t.~c if ; 1 J lim itations for individu.il. lf:dScS and for 
:.ot ‘,I 1 _~ _ t :;:f;::c iarrr : I ,,I: allowed ;I: a State or thrb vnt ire United 
St .1t “L‘. (Jnc> 0 [ the F-r incipal FurpoLes of acrc:aiqc 1 iinitdtions 
w ,I I; to ~rcvent rr,cculdt ion in 5r mnni~polizat ion of any p3rti- 
(‘II 1 It r 7. i nr;t ti1 1 f (.bL.rltl in pub; icly-owneti lands of the United 
St atr-s. 
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APPENDIX I APPENDIX I 

ilonorable Thomas S . Kleppe 
rJovember 6, 1975 
Page 2 

bit!, therefore, would like your views and comments as to: 

- the appropriateness an/j adequacy of the specific 
acreage limitations for each le~~se and for total 
lease holdings currently in effect for phosphate, 
potassium, sodium, and onshore oil and gas leases. 

- whether there is a continuing need for acreage 
limitations to prevent monopoly or to accomplish 
the other significant purposes for which acreage 
limitations were originally establ ished. 

- whether the use of acreage limitations is the most 
effective way of avoiding speculation in or mono- 
pol ization of mineral deposits or whether another 
system, such as a 1 imitation on rnt imatr-d reserves 
would be more appropriate for some minerals, 
especially solid minerals. 

In order that we can fully evaluJto your comments before 
upcoming r.ear ings, we would appreciate your views clnd 
comments as soon as possible. 

Very truly :‘nurs, 

(Sgd) Patsy T. Mink 

PATSY T. MINK 
Chairperson, House Subcommittee 
on Minrls and Mining 

x 
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APPENDIX 1 I APPENDIX I I 

IJNITED STATES D~:EhllTMENT OF THE INTERIOR 

OFFICE 0 f*’ ‘1’11 I: SECRETARY 
WASII ING’IWN , I:, . C . 20240 

Apr il 2 ? 1976 

Dear Madam Ctlairman: 

Th is will rrply to your lcttf!r of November f ccncerning 
mdx imum acrcaqe 1 imitat ion!; t:ct by the Miner al Leasing 
Act of 1920. 

Present Limitat ion:; 

Max imum acrp-L!qe 1 im i tat ion:: w(!rc or iq inally proposed in 
the Mi.ncrLil I,r!,lsinq Act of IV%0 to prevent speculation 
tn and to tor;t<>r compf:t i t. ioil I of Federal leases. r;incc 
the ir in it icll endctmcnt COtlc]r(bF;s ha:; regularly cI-ksnqf:tl 

thczl’ 1 imit~~t.ii>n:; Lo mer:t r)r*w dntl increasing demands for 
v nc r q y ;I n d I- c’ r; 0 LI r cc s ;I nd t I I 1. ,J k v intro account advdnccs 
a 11 d i m p r 0 v c III C! II t s in tcchrlolocjy. 

i 
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in the Mineral Leasj.ny Act Revi.sic,n of Scptcmbcl~ 2, 1960. 
Since 1920 the acreabe lirr,itatinns for sodium holdings 
have chdnqed three times. Under the or igit?a! 1420 Act, 
sodium holdinqs were limit.r:d to one !easc per State; re- 
vised subsequently, by a~!!rznc!nen~ :; to the 1 YL LJ Act, in 
1946 to a maximum of 2,560 JCTPT. F:FJT State; and changed 
in 1948 to th!) currgant f iq!lrf\s. 
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the marke.:t since the reserves r,;c,;?ary to suppcrt such m in- 
ing operations hsvc generally been available. This is diffi- 
cul t to vf’r i l.y, however , and may ultimately have more to do 
with speciCic ;I.-;rket conditions (e.g., demand, risk, 
financing). 

Hegardlec:: of this relative mcr it, however, there are prob- 
lems in attempting to avoid speculation and monopolization 
of m ineral rcsourccs using this approach, especially where 
sheer size of the leased area or quantity of m inerals m ined 
is irrele:lnt or where, because af the nature of the enter- 
prlI;c, these lim itations are ineffective. 

Pr cventirnq all speculative holdiro- of Federal m ineral 
lCar,es by USC of acreage lim itation:+ alone is basically not 
posziblc. The smsl ler firms whose holdings arc below the 
cstablichcd 1 imitations cculd, wjthout other restrictions, 
zpcculate within those lim its, With acreage lim itations 
laiqe enouqh to al low I arge scale eff!icient m ininq, which 
ir; a uharactcristic of the m ining :ncthods used for many of 
t11e mint:t 21s l1tldE.T t.11rj M incrdl L~,r6,inij Act, the aijil It’j, 
;IcJain without other rcztrictionr;, to hold reserves for 
rc;lsons other than production incrrlases. Y3ny m ininq com-- 
/),I n 1. es try t.0 hold leases on the reserves necessary to sup- 
~IL’L~ potr.tntial expansion of t.hctlr operations. Pr udcnt 
!/I”_, I rlcss practice often dict.stcs hf)ldinq these reserves 
.‘IGc’P market ~.:rln~li tions for mc;ny rsiqerals are sufficiently 
t;f>i,,tilc and firms who have such reserves can brini; them 
i:“;t(I i)rotluctir~n qi~lckly. As ‘3 reS;cllt, many Federal leases 
i];,‘,,. in thcl ,lclst k,rr)n held for z !;ut)sttantial ntsmber of 
‘,: I ,-I r- r, b;forp t LIcy w~ce produced and some leases even reached 
f iis- i r 20-yC;jr rr,nrLw;iI -1st~~~ tzf0t-~.~ t@cir production began. 

I.iait,3tiionr, rr;ly ,~I50 distort thfl pattern of m inerals devel- 
r:j)7r*nt I If ,~c:rr’,~qr: l.im it;ltionr; arr: too low, they ncedlt?ssly 
:c)flct rain t.hr~> dc:t i vi t i 1.2s of thr? l;lt-qc:r and more efficient. 
:rli:iinq a;lrarC2t i(,:~z. 7’0 the r?xtrant I-h:lt these larq~r f irmF; 
8:11,ilcj prodr.lc(: tile nf:cJcc-irary supply of m inerals at J lower 
L_ “CJZF thnrr I:h(> r;m,~l 1rar f irmr,, (whi(-:t, due to the ,xcc’r~~qr: 
I lmltati0n:; actuall~y do the protlilctlon) the tot21 CO:'jtS of. 
:JtJppl~finq ttir::;c: m incrdls are lncrt~dr,~d. 
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Likewise a company need not control dr1 cntirc mineral de- 
posit in order ~CJ influence its developrrlc:rrt. Eioorr n scale 
mining activities generally rcauiro 12rqc and contig:Ious 
reserves. It may be possible, therefore, for a company to 
acquire relatively small trdcts of iand strate$!iLaliy io- 
cated so as to preclude the mininq of surrounding larger 
areas. In this regard, the Feder31 Government is often 
only o’~e of many owners of minerals within an area; Jnd, 
minerals in ron-Federal lands are not subject to the sta- 
tutory liait6tions. Thus, it say be possible for a com- 
pany to “block up” reserves of private minerals, along 
with a selected pattern of Federal leases, to achieve en- 
hanced market power in some areas. 

We would also point out that ddmln istrat ion of the Mineral 
Leasing Act’s restrictions on the acreage any individual 
may hold has been difficult. ‘the restr ict ion5 on dssocid- 
tion or stockholder interests (30 U.S.C. 5 184 1 make it 
clear that the Congress intendrd that thcl acrc~lgr? 1 imita- 
tions should not be circumvented L;, LormJticrn of subsidi- 
aries to hold ai;d de*-alop CI !arq:c cox;),?nr{‘F Fefier2 ! r- ireral 
leases. Thus, it is necessary to cxamintv the c:orpurst.e 
“blood 1 ines” of all lease appI Icants 6nd all parties in- 
volved in assignments of FedertiI minerals leas<? to dis- 
cover the actual ownership. Part ial ownrrs hav~rlcj mq,re 
t.lan a 10 per ccntum bcne ficic.1 ir-!tf-rr,st. are charqed for 
;heir proport ionate shsrc of the ?cre,?rj~. with thn co?- 
plexities of vertical r hor izontal and conqlomerate ownership 
whig:h are common in the minerals Lnduatry, estahl ictr ino cor- 
porate owner sb,ip for the account ir.g cf ;jcrcz,ge holdir.7; pan 
be a difficult task. Additinnaily, solnr! lr?ssc~s ncqociate 
with mining companies to ope;ratit their l~.ases rathe; than 
assigning their leases. Fiany of' ttresra ~*ontracts for opera- 
tion of ledses, especially otl. ;In:l g3:: 1~,~3z;[:s, 2rl: operatinq 
interests only dnd the size uf thcce o~)~~rdt:inq intt:rer,ts 
can be very small. It has not been pcr:;%ilhle to kt?r!p track 
cf these transactions becaur~ of the? froqur’ncy with which 
such transactions are made. ThUS , through operdt I riq aqree- 
ments with Federal lessees ir is possible for 1arqr2 Til-n:s 
to have at least part ial conircsi ovc’r t:ca(l(::.al m tnt*r-:ilS 
leases in excess of the acreaqp 1 irn~t~~~.ton::. 

Reserve Limitat ions - -- 

tihile substituting reserve 1 ixitat ion:; for acrcaqc 3 imltti- 
tions, as suggested in your letter, would h,: 2hooretically 
desirable, it would, as d pract icai mattr!r, result in arti- 
ficial distinct if. 7s and be exV.:emely i3 iff icult to ad.IIinister. 
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operations, provisions for the payment of advance rovdl- 
&ies accord inq to a Droiluctlon schedule which would exhaust 
;he Federal coal rernr\rjs in a logiccl mining unit *-ithin 
40 years. With the> advance royalties, the costs of hold- 
ing r,on-producir,g coal leasg)s kill increase substantially. 

Section 30 of the Mineral Leasinq Act (30 L!.S.C s 187) 
provides that all Federal minerals leases shall “contair 
provisions for the purpose of. insur ipg the +zxcrcise 3f 
reasonable diligence, rhill, and c?re in the oper at irn of 
said property . . .I’. Addit innrliy, the Mineral LeJsing 
Act (30 U.S.C. S i12 and S 283) requires that leases for 
phosphate and potash be conditioned upon a minimf,m annual 
production or tt,- payment of a minimum royalty .n lieu 
thereof. Ey regulation (43 Ct’H 3503.3-Z(b)(Z’) the Depart- 
ment has applied this concept uf minimum anndal production 
or paymenr of a minimum r0y,xltj, in 1 ieu thfrcot to leases 
for sodium and sulphur . ThL 3 , even thc,zg!l thy stJtut0ry 
language is slightly cjifferr:nt frcm that used for coal, 
it should be possible to devr-lgp diliqr.nce and “advance 
royalty” provisions for t I(.: other Min:rsl Lc:sruinq Art 
minerals. The DeFar t3ncnt, rhrough t.no Geological Survey, 
is now conducting a study of the n:ed f Tr- diligence and 
advance royalty Frovisions for nioerals other than coal. 
This study, which will : ik(:ly bc: cocpleted befo:c the end 
of 1976, should enable the IkApnrtment to evaluake the ef- 
ficiency of applying def inikr d i 1 iqcnce a7d r7 in imum roy- 
dl ty pro:: is ions tr-, thesb m i.Virzral s . Yequlat ions to require 
di!igent development and rd’i:l!i’n? of minlmum rcyaAties in 
lieu of mini:aum production, if warranted, would provide 
a means of constraining ~pf~rulativc holdinq of lizards 
for th+se other xineri.13 ky iricreasinq the cost of holdin/? 
un5cvel9ped Fedzral lc3:;f::; F.3 ttiat conpan irar, w ill not t irj 
up Tedera !andc frr si>ecUldt IVC purposes. 

Useful CIhanrjes -I 

However, Lam? changes in tt,? law prescr rhina what acreaqe 
is chargeable against ‘chr, current acrea5;c limitations pre- 
scr ibcd for onshore o ii OrId clas leases may bv desirable. 
For exam?1 fz , section 27(f.l)!l) of the 19x0 Act (30 U.S.C. 
184) p( esenlly include- rJI)t. ion tloldinqs in t.hc aqgreqate 
limitat ion for onshore OI! ,>:,d qac‘. One pas:- ihl f~. (-h,3nqr; 
would trt. the eliminat iOn of t.1:~: r:?qGircment for lirritins 
or c ontrollinq option hnlfl:~:‘r~- ?;incr the deqret 
exe r C i s (1 d 0 v(z I- 

of control 
a 1 c 3 f; (2 b ‘i c> r: 0 f t i on t-' f" i z ii; i i7 i z r7 ! . Another 

possiblq! chanqe to linil. :.rrr,rlulclt i,/9 holding.5 in otl clnd 
qas lca:,c:; would !>C t 0 r’-I:,!c: t ‘!r~ tvrm of t h(? no.t-compt.t i - 
t iv<? ~(:,~C;PC from 13 yc,::r:; to f i;,c. These lf’A5C’S trdvr~ ‘10 

31 i 



.- -_-_~_ I 
__ 

i: - .----- -- _ ._ 
a___- -.-_ 1-- -_._. _. 

- 
,_..__ r- .- -.-- I .# 

1 

i 

APPL!IDIX 11 APPENDIX II 

mandatory rcqdircments for development a;lm l rray be held for 
t h e 1 I- full term  mere?ly by payment of annual rentals. Such 
le.35c9 may be pxtcnded only by drilling on the last day of 
the lccisc term, by production in payins quantities tram  thra 
ledschold, or by commitment to a unit plan of operation. 

Ci’e hope this information is helpful. 

Sincerely yours, 

(sgd) William W. Lyons 

Oeputy Under 
Secretary of the Interior 

Honorable Patsy T. M ink 
Chairman, Subcommittee on 

M ines and M ining 
Inter Lor and Insular ,Iffairs Committee 
ElQusc of Kepresentdt ives 
Wash inqton, D.C. 20510 
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