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Moreover, negotiations or discussions between the Department and
“industry, in light of existing technologys would provide substantial
ouidelines for r‘equirements Jesigned to serve any additional Federal
Thterestsin congervation and pollution control.
" These and otherﬁmecha,nical”questions can be thoroughly and effec-
tively resolved if once the decision is made that we fhink the facts’
call for, namely, that & program for commercial produc.tion oil shale

The ‘proposed r(;seafph Jeasing regulations create Qiﬁerent objec-
tives. The stated objective of the pfop'osed regulations 18 to encourage
Iﬂoduction,reseamch and d@velogment. In proposing the regulatlon‘s;.ﬁ

~ first step, the Department and the Secretary deserve the agpmval and
support *f all who, like this committee, have an interest n planning
~and providing for the Nation’s petroleum needs. , :
Nevertheless, W believe that the proposed regulations do not, 11
fact, meeb their stated objective and will not encourage utilization.
of the public domain reserves or stimulate research and Jevelopment.
There are Many reasons why that conclusion must be reached, and W&
have stated them in Jetail in our attached comments. e
Among the most important are the indefiniteness of the assurance
~offered to 2 research lessee that, if it 18 prepared for production,’ it
- will, in fact, receive & commercial 'prod'uction lease; the indeﬁnitenesgz
of the extent of the commercial.leasehold, if it actually granted;
the inapprbpriately high, fixed, and escalating royalty rates which
the Secretary here stated, which are reported to have been designed
to be equivalent to rates applicable to established conventional produc-
tion; and the extraordinary requirement of surrender without com-
pensation of the fruits © all new research, as well as surrender of
control over technology previously developed by the lessee.
On the question of royalties, we are quite veady to approve the
\ propos‘ed esgcalat_ing royalty rate as re}asonably equivalent m the light

that it is that fact which proves that they are inappropriate. We
are talking about an. experimental program, under this set of regula-
'~ %ions, in which companies are expected to spend up to 10 years o
_substantial research funds and, thereafter, at least as the regglations

are NOW drafted, they are gxpected to apply under & commercial lease
only that technology which they developed, since the regulations

- make no provismnfor utilizing technology In the meantime developed

by someone else on the proposed commercial leasing.
Under those circumstances, it seems to uS inappropri‘a{te»that the
resulting royalty rate should be tailored to be equivalent to royalties
‘that would be paid in an established industry utilizing established.
techniques to produce conventional reserves. ST '
There are three objectives which seem to be encompassed in the
regulations. First, the lessee is asked to pay the royalty rate which
is said to be equivalent to commercial royalty rates In that field :
Second, the lessee must also pay by giving up his techmology. 1

think th t in the Qecretary’s statement he referred to purchasing




