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vpossib‘ility of an increase ~in‘r‘=oya ties. BY analogy with the curreht’}iﬂ‘éderal/()'}l
and Gas Lease (Form 81203, September 1966), & fixed poyalty should be spect~ .
" fied, with, hoW'eV’er,'th right in theSecretary to waive or reduce royal’mes for

Section 3172.9. Other Provisions. Lot ,
©(d) This portion'ovf the section relates to disclosure of information developed
during the‘rese*a'reh term of an oil shale‘lease;»ﬂnder (), the terms will provide,
essentia‘lly‘, that the lessee shall keéep the SQecretary fally snformed 11 detail
of all research work and progress; that 1 1 ive acces ,
facilities and ‘pooks:and records; and - that the Seeretary ‘¢hall have exclusive
rights to publish research jnformation developed by the lessee. : j
Ci(e) Under this portion of the gection, the oil shale jease  must 'prOVide that:
the United gtates will acquire title to all inventions mad@dumﬂg*the research
term of the lease. Moreover, the legsee must issue licenses, at reasonable
royalty rates, ~with regpect to such patents as he may own, unless the lease
otherwisé provides.. : ‘ U a

“mhe provisions of (d) and (e) -are contrary -t the competitive spirit of
our form of economy, and, it is further empha\swed, would act a8 a deterrent
to the commencement of an oil shale industry—the temptation would obviously
pe present for one 1O wait for gomebody: else to-do the: research work, and, for
only after that happened, to begin operations in earnest. - p ‘

The lessee should only be required to furnish to the: Secretary, on a con«fﬁden‘ti‘al
basis, @ limited amount of data to indicate the Jessee’s bona-fides and his prudence
and officiency in conducting regearch. Patents ‘o‘betained‘ by the lessee ‘should be
peld and licensed by him in just the same manner as any other patents. C
B. ‘proposed ‘Bechonge Regulations (48 CFR, Subpert 224 ¢

Qection 9244.1-7(¢) (3). This portion of the regulations requires an applicant
desiring to exchange his- privately-owned ghale jands  for govvernment shale

lands must ‘enter into an agreement gpecifying 2 time schedule, rate of invest-

ment, and 2 plan of operation for recovery of shale oil and other minerals from

the gelected tract amd-neighboﬁn‘g oil shale lands. It ‘does not. seem reasonable

for the applicant to have to enter into:2 written agreement covering the particu-

‘ lars named as to his own p’riva-tely-cawned;shale‘ 1aids, as-a p-reirequisite to the
consummabion of the eXchange'sough*t, by him. & S

AppENDIX 11 iy ey
: ‘ : , : . JANUARY 27, 1964.
Re revocation of regulations in 43 CFR Part’197——_0‘,'11 shale leases. i
Mr, KARL LANDSTROM, L '
Director, Bureai of Land Management,;
WasMngton,D.C. o e TR T

My DEAR MR. TANDSTROM : This is in reply to Secretary ydall’s invitation of

s

Octoper 24, 1963, for comments and suggestions relating to the leasing of ‘Federal

jands for oil ghale ,develo-pment. Pan Americf‘vanxPetroleum Corporation’s analysis

of crude oil production from oil snale;indicates itisa distlnc’tly different business
from the product‘ion of conventional‘cmde oil. The capital and operating costs
are high and although the rigks may be lower, ~the‘proﬁtability is accordingly
- lower. As @ result, the leasing and royalty arrangemeuts for the ~.conventiona1

petroleum industry are not di;;ectly applicable to-0il shale properties. In the rec- ,
ommendations which follow, “departures from conventimral,‘pe‘trol‘,eum industry .
iprac‘tieef are intended to encourage development of the oil ghale industry. L

~ Pan American Petroteum Corporation recommends revoecation of E‘xecutiVe‘
Order 5327 and the,reg‘ulavtions in Part 197, a8 well as T jection of a1l pending 0il
shale lease applications. ‘ . v

1. All leases shall be awarded on the pasis of the highest cash ponus offered in
sealed bids. - e ‘ : , ' :

2, Primary Jease term ghall be fifteen years and aslong thereafter as production
is obtained; or addi,ti;onal operations for developing production are carried on
continuously. - - : . : v ,

"9,  Annuallease rental should be estaplished at $2 an acre.

4. Royalty should be established on @ sliding scale basis of 5% to T%%; to
epcourage earlydev-el-opment, the royalty should be at the rate of 5% of the value
of products recovered and sold during the first ten years of the lease term, then
jncreased %% anually until the T% %0 maximum is reached. o




