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- Aside from the question of Wwhether or not.a new . concept- of ‘royalties should
be used. for 0il shale, is the broblem of the economic: efféct: of the proposed
Toyalty. The rate:of return needed to attract capital for oil shale devel(_)pmgent is

 discussed below, - . i , : ~ LN T o
- According to Fortune’s. survey of the 500 largest i.ndu"strialkeo,rpor:ition,; the

- return on investment for all industry in 1966 wag 12.7% after income taxes. Thig
-.ranged from 10.4 0. for paper and wood: products to: 18.49, for pharmaceu’ticaﬂs.»
 Mining, at 16.2%, was the Second mogt brofitable industry with. betroleum at
12.3% just below the median, Statisties on before-taxiuco_me ‘were not included
in the reference but State and Federal income taxes can be expected ‘to total
about 50%, making before-tax income about twice the return r-taxes,
The point of these figures is thig; To compete successtully for capital funds oi]
shile ‘must necessarily ‘be" ag ‘Profitable as other industries. Being .a. new and

more speculative business, and Dresumably an expandingbne with g, high pro-

i)

portion of profit being retained for expansion, oil shale will need g higher-than-

average rate of return. A 30% before-tax profit would 1ot be out of line, " .
- With infer-fuel ‘competition expected’ to keep prices near. present levels, it
will be difficult to ‘achieve g 80%: before-tax return without: royalty..‘The- pro-
bosed 509, royalty on income above the 209, level will make. this impossible,
The result will be no development on the publiclana, = Lot
The Governors of Colorado, Utah ang Wyoming have' cited other shorteom-
ings of the brogressive net profits royalty as applied to ol shale which we wi]]

not' repeat; We concur with these‘and join in receo-mme_gndingf"thaﬁ,;this;,rofyal;ty
» 0 It'is our belief that minimal royalties will be required at the present time to
enco'urage_development of the Federal lands. We suggest a royalty brovision ° -
comparable to that for Utah state lands of 59, of'the gross value of crude shale
-0il at ‘the retort, or the well head in the case of in $itu retorting, for the first
: ’ i an increase of 19, per year ‘ther.eraftea',‘up;m ‘a4 maxi-

mum of 121695 at the option of the lessor, Other inerals could be treated in
Same manmer. With experience, an appropriatej'royalty Tate can be established
which necessarily may be less than 12105, i R g o

NEEDED—LESS RESTRICTION, MORE EN,OOUBAGEMEN;I/‘

In our comments and fecommenda‘tions we have taken th‘é"#iewpojintfthat éarly
development of oi] shale. is desirable and inclusion of the: bublic lands in such
orheRt 1 o By ; :

Even the riehest of oi] shales must be classiﬁedxas«_a low-grade mineral; While
- the resource in Colorado, Utah ang Wyoming hag énormous potential itg values -
cannot -be realizeq ‘Wwithout great effort by both ,gOVAérnment,and industry to
remove man-made obstacles ‘and find acceptable solutions to technjcal and eco-
nom;‘ke‘prob.ylems‘.“ B e o e S L
_Senator Moss, Dr, Orlg Childs, president of the Colorado School of
Mines, will be our next Witness, Dr. Childs, we are very appreciative
of your being with us and staying through thes_ehearings and bringing

~to us the great fung of knowledge that you have, and that you bring
also from the Colorado School of Mines. L S
- Dr. Childsis a member of the Secretary’s Oil Shale Adyisory Board,
ﬁnd a former resident of my State, so'T am delighted to have him
ere. : , G B L




