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example, (1) the proposed regulations state their purpose is toten-!
courage partieipatit)n by companies not favorably situated with
respect to access to veserves of the minerals present in oil shale, (2)
the applicant is required to set forth its interest in nonfederally owned
oil shale lands 'and the reasons why it needs federally Teased Jand:
 for its proposed research and development, ( 3) in evaluating appli-
~ cations, the Department 1s to consider the appl] cant’s need for leased
* Jands to conduct its proposed research and. development and proj ected

commercial activities, as well as its need for reserves of the minerals

proposed. to be produced,.;a;nd (4) the a plicant 18 required to describe
the reserves it then owns OT controls of oil and other minerals of the
kind believed to be present in the lands applied for. ER L A
~This Jiscrimination is not authorized by any provision of the Min-
eral Leasing Act of 1920 nor by any considerations of morality or
“equity. No criteria are estafblish‘edifor ‘determining what constitutes

ot Favorably situated with respect to oil shale or need. 4

uite

~ apart from the kdifﬁcultie’s' in orderly and fair a‘;dmipiétr@tionof such i
provisions, they constitute an anwarranted ‘administrative unsurpa-

~Jeases on Federal lands on the basis of meed of the applicant from-
ariy;viewpoint“ is novel and not designed to father o healthy new in-
- dustry nor to assure to the Government the best return for 1ts Jeases.

Asa*pi*ac\tioal matter, it would seem difficult to award bids at the same.

tion of the prerogatives of the 1egi.sla;tiv6>‘bmnch. The awarding of

time on the basis of the other criteria;esta,blished and of need. When; P

~ does one outweigh the other? o5 T e e
 The :Department’s ?ropos'ed regulations provide for a minimum
~ royalty of 3 percent o '

~ the mineral products from the oil shale.

gross value at point of shipment to market of

0 :Somer-lgSSeeswill dqubtlg‘s_s*rfiine oil shale,k*cmsh'it and then retort g
it to obtain the material which, after hydrogenation,. will be shipped '

~ to refineries. Others 1may well use some met od of wn situ retorting..
Further definition of “point of shipment to market” 1s therefore -

needed to avoid inconsistent treatment and discrimination. Although

~ the term mineral products from the oil shale apparently includes a :

shale oil and other mineral byproducts of the retorting or other.

oxtraction process, the term should specifically include shale oil. = -~
~ Qil shale is mined and processed to obtain ghale oil and it is reason-
able to recognize the value of the shale oil itself for the purposes of =1
: computing‘:b()th royalties and depletion. Tts value can at this point -
be correlated with the values of other known low-grade orude oilsi

The regulations also provide that the annual net income royalty

rate shall be a percentage of net income from production of mineral
products from oil shale to the point, of shipment to market. These

rates yary from 10 percent of that part of net income which: is no:. -

more than 10 percent of investment to 50 percent of that part of net -
income which 1s more than 20 percent of investment. - -

In effect, the 3-percent royalty is credited against. the net mcome ’

royalty. Net income is defined as taxable income computed without - |
aliowance for royalty and depletion and investment is defined

. as-the: original cost Jess depreciation of capital assets. Under this
~ provision a successful operator will find himself in 2 bracket paying
50 percent of his pretax profits without allowance for royalty and




