


DISCLAIMER 
 

This report was prepared as an account of work sponsored by an 
agency of the United States Government.  Neither the United States 
Government nor any agency Thereof, nor any of their employees, 
makes any warranty, express or implied, or assumes any legal 
liability or responsibility for the accuracy, completeness, or 
usefulness of any information, apparatus, product, or process 
disclosed, or represents that its use would not infringe privately 
owned rights.  Reference herein to any specific commercial product, 
process, or service by trade name, trademark, manufacturer, or 
otherwise does not necessarily constitute or imply its endorsement, 
recommendation, or favoring by the United States Government or any 
agency thereof.  The views and opinions of authors expressed herein 
do not necessarily state or reflect those of the United States 
Government or any agency thereof. 



DISCLAIMER 
 
Portions of this document may be illegible in 
electronic image products.  Images are produced 
from the best available original document. 
 



ing and Information 

ional copies of bound 
25 each. Additional 

100 or more copies mailed to a single address. 
Sales orders must be prepaid on a cash, check, 

asis. Check should be made 
erintendent of Documents". 



a 
f 

COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON D.C. 20548 

' . a  

8-2003 4 5 

The Honorable Morris K. Udall, Chairman 
Committee on Interior and Insular Affairs 

The Honorable James D. Santini, Chairman 
Subcommittee on Mines and M'ining 
Committee on Interior and Insular Affairs 

The Honorable Don H. Clausen 
The Honorable Don Young 
House of Representatives 

As requested in your letter of December 1 , 197,, and in 
subsequent discussions with your office, this report addresses 
the conflict between surface Owners of land acquired under the 
Stockraising Homestead Act of 1916 and Federal geothermal lessees 
concerning compensation for damages. It provides information on 
and analysis of the impact of geothermal lease operations. 
report also contains several recommendations to the Secretary of 
the Interior concerning problems identified. 

In response to your request, this report primarily dis- 

--conditions at the Geysers in California concerning 
geothermal development on stockraising lands that 
could be considered in regard to compensation, 

--existence or potential for similar conflicts on 

--protection and compensation provided surface 

The 

cusses the 

this land outside the Geysers, 

owners in existing legislation and the need for 
amendments, and 

--alternative methods for  paying compensation. 
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COMPTROLLER GENERAL'S REPORT THE IMPACT OF GEOTHERMAL 
TO THE CGNEIITTEE ON INTERIOR DEVELOPMENT ON S T O C K R A I S I N G  
AND INSULAR AFFAIRS HOMESTEAD LANDOWNERS 
HGUSE OF REPRESENTATIVES 

O I G E S T  - - - - - -  
A con t rove r sy  e x i s t , s  a t  t h e  Geysers Known Geo- 
thermal Resource Area (Geysers )  i n  Cal i forn ia- -  
and p o s s i b l y  elsewhere--over compensation f o r  
geothermal  development a c t i v i t i e s  on l a n d s  
acquired by p r i v a t e  i n d i v i d u a l s  under t h e  
S t o c k r a i s i n g  Homestead A c t  o f  1916,  b u t  ,where 
t h e  minera l  i n t e r e s t s  are owned by t h e  Federa l  
Government. Under t h e  S t o c k r a i s i n g  . A c t ,  over  
30 m i l l i o n  acres of  such  land--mostly i n  t h e  
West--thought t o  have l i m i t e d  use otherwise 
have been conveyed to  i n d i v i d u a l s  for s tock-  
r a i s ing purpose s. 

I n  1,970 when t h e  Geothermal Steam A c t  was 
enac ted ,  p e r m i t t i n g  t h e  Government t o  issue 
leases for t h e  e x p l o r a t i o n  and development 
of geothermal r e sources ,  it was n o t  known 
whether  geothermal steam should be c lass i f ied  
as water or a mineral .  I n  1977, however, t h e  
United States  Supreme Court  denied review 
which l e t  s t a n d  t h e  lower court  r u l i n g  t h a t  
geothermal  r e sources  were indeed a minera l  and 
t h u s  were sub jec t  t o  l e a s i n g  on s t o c k r a i s i n g  
l a n d s .  Such l e a s i n g  h a s  begun and, as  a r e s u l t ,  
some surface es ta te  landowners--particularly 
those i n  t h e  Geysers area of Cal i forn ia- los  
r e n t s  and r o y a l t i e s  a n t i c i p a t e d  for r e s o u r c e s  
t h e y  t h o u g h t  were the i r s ,  or otherwise f e l t  
t h rea t ened  by development t a k i n g  place around 
them. 

OVERALL OBSERVATIONS 

S t o c k r a i s i n g  homestead. land a t  
1 .5  times t h e  s t o c k r a i s i n g  l a n d  

known geothermal  r e source  areas" 
N e w  Mexico, Montana, and Colorado 
e t  even t h i s  r e p r e s e n t s  on ly  about  

t h e  t o t a l  acreage  a t  t h e  Geysers.  
The re fo re ,  w h i l e  t h e  g rea tes t  p o t e n t i a l  f o r  
c o n f l i c t s  would seem t o  be a t  t h e  Geysers ,  
s u c h  c o n f l i c t s  should have no dramatic impact 
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on o v e r a l l  geothermal development i n  t h a t  
arear 
c o n f l i c t s  over geothermal as well  a s  o the r  
minera ls  on s t o c k r a i s i n g  l ands  could become a 
problem elsewhere. 

Depending on t h e  outcome a t  t h e  Geysers, 

The Federal  Government does not  have t h e  
r e s p o n s i b i l i t y - e i t h e r  l e g a l l y  or otherwise-  
t o  n e g o t i a t e  what ,  i f  any ,  compensation is 
a p p r o p r i a t e  for  owners of s t o c k r a i s i n g  l ands  
s imply because geothermal development t a k e s  
p l ace  on t h e i r  l ands .  B u t  t h e  Government- 
through t h e  Department of t h e  In te r ior -should  
e s t a b l i s h  procedures t o  ensu re  t h a t  land- 
owners a r e  p rope r ly  n o t i f i e d  about geothermal 
leasing 'plans and r e l a t e d  a c t i v i t i e s  on t h e i r  
l a n d s  before  they  a c t u a l l y  take p l ace .  Also, 
I n t e r i o r  shoullF t a k e  what s t e p s  i t  can t o  
encourage lessees and landowners t o  e n t e r  i n t o  
an agreement t o  p r o t e c t  t h e  landowners a g a i n s t  
damages or  losses t o  c rops  and t a n g i b l e  
improvements. 

IMPACT OF GEOTHERMAL DEVELOPMENT 
AT THE GEYSERS 

Whether OK no t  Federal  l e a s i n g  t a k e s  p l ace  on 
t h e i r  l a n d s ,  owners of s t o c k r a i s i n g  l ands  a t  
t h e  Geysers could be adve r se ly  a f f e c t e d  by geo- 
thermal development a c t i v i t y  t ak ing  p l a c e  on 
t h e  surrounding p r i v a t e ,  S t a t e ,  and Federa l  
lands.  Obviously t h e  impacts could be g r e a t e r  
i f  t h e i r  land is leased .  So f a r ,  on ly  about 
1 0  pe rcen t  of t h e  more than 30 ,000  s t o c k r a i s i n g  
a c r e s  i n  t h e  Geysers a r e a  have been l e a s e d ,  
b u t  more is expected. (See p. 4 . )  

Most of t h e  i nd iv idua l  ownership p a r c e l s ,  which 
average about 266 a c r e s ,  a r e  considered recrea-  
t i o n a l  i n  nature-mainly used fo r  hunt ing- -wi th  
some fo r  graz ing  and fo r  res idences .  (Some a r e  
i n  no apparent  use . )  
e l imina ted  I reduced, or  impaired by geothermal 
a c t i v i t y ,  w i t h  a r e s u l t i n g  l o s s  i n  l a n d  value.  
For example, e x p l o r a t i o n  a c t i v i t y  may r e q u i r e  

Y e t  even these uses may be 
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u p  t o  26 acres of land on each p a r c e l  and, i f  a 
powerplant is la te r  s i t e d ,  up t o  51 acres on 
each parcel may b required- Addi t iona l  impacts 
inc lude  undes i rab  no i se  and smell and l o s s  of 
pr ivacy .  (See p. 6.) 

While  p r o t e c t i o n  bonds--including one f o r  a mini- 
mum amount of $5,000--have been obta ined ,  compen- 
s a t i o n  agreements have been worked o u t  between 
surface owners and lessees f o r  on ly  f i v e  of t h e  
n ine  leases i ssued  so far .  However, t h e s e  were 
nego t i a t ed  p r i o r  to  t h e  court  dec is ion  t h a t  geo- 
thermal r e sources  belong t o  t h e  Uni ted  States ,  
a l though they appa ren t ly  remained i n  e f f e c t  when 
t h e  developer  became t h e  Federal lessee. GAO 
d i d  no t  f i n d  any agreements worked ou t  s i n c e  t h a t  
d e c i s i o n  and--under p r e s e n t  groundrules--bel ieves  
t h a t  being able t o  begin lease o p e r a t i o n s  by 
merely f i l i n g  a p r o t e c t i o n  bond is a d i s i n c e n t i v e  
f o r  t h e  lessee t o  n e g o t i a t e  s u c h  an agreement. 
(See p. 12.)  

A s  m i g h t  be expected,  t h e  landowners are concerned 
t h a t  t h e i r ' i n t e r e s t s  are adequate ly  protected--and 
perhaps are even p ro f i t ab le -a s  a resu l t  of  geo- 
thermal development on o r  around the i r  l a n d s .  
Because many of them los t  a n t i c i p a t e d  compensation 
as a r e s u l t  of t h e  1977 C o u r t  of Appeals d e c i s i o n ,  
it is d o u b t f u l  they w i l l  be t o t a l l y  s a t i s f i e d  w i t h  
any compensat.ion t h a t  is n o t  comparable t o  t h e  
annual r e n t a l s  and r o y a l t i e s  t hey  were t o  r e c e i v e  
before  t h e  dec i s ion .  These rents and r o y a l t i e s  
now go t o  t h e  Federal Government w h i l e  t h e  land- 
owners, under e x i s t i n g  l e g i s l a t i o n ,  are e n t i t l e d  
t o  compensation only  f o r  damages t o  t h e i r  crops 
and t a n g i b l e  improveme 

CONFLICTS NOT DISCLOSED 
OUTSIDE THE GEYSERS BUT 
THE POTENTIAL EXISTS 

C o n f l i c t s  similar t o  those u r r i n g  a t  t h e  
Geysers were no t  disclosed o lv ing  s t o c  k r a i s i n g  
land  i n  des igna ted  "known geothermal resource  
a reas"  i n  Wyoming, N e w  Mexico, Colorado, Montana, 
or even Cal i forn ia ,  ou t s ide  t h e  Geysers. T h i s  
may be because ve ry  l i t t l e  geothermal l e a s i n g  
has  so far  t a k e n  p l ace  on these l a n d s ,  Of t h e  
States  reviewed--outside California--geothermal 
leases have been i ssued  on ly  i n  N e w  Mexico. How- 
e v e r ,  by v i r t u e  of s t o c k r a i s i n g  land being loca ted  
wi th in  known geothermal resource  areas i n  a l l  of 
these States except  Wyoming, t h e  p o t e n t i a l  for 
similar c o n f l i c t s  does e x i s t .  (See p. 2 0 . ) .  
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Moreover, f o r  these f i v e  S ta tes ,  t h e r e  a r e  over 
1 0  times more a c r e s  of s t o c k r a i s i n g  land wi th in  
"known geo log ica l  s t r u c t u r e s "  ( i .e.  , fo r  o i l  and 
gas)  as t h e r e  a r e  within- known geothermal a reas .  
Much of t h i s  land h a s  been leased  fo r  o i l  and 
gas  for  yea r s ,  b u t  GAO d id  n o t  f i n d  any evidence 
of compensation and/or bond p r o t e c t i o n  conf l i c t s  
concerning such l e a s e s .  (See p. 21.) 

If l e g i s l a t i o n  were enacted providing landowners 
compensation beyond t h a t  provided by e x i s t i n g  
l e g i s l a t i o n ,  t h i s  may prompt o the r  s t o c k r a i s i n g  
landowners w i t h  o i l  and gas  leases t o  r eques t  
s i m i l a r  compensation. 
se t  a precedent  f o r  o the r  minerals .  

Such an a c t i o n  a lso could 

EXISTING LEGISLATION PROVIDES 
STOCKRAISING LANDOWNERS 
SOME PROTECTION 

The S tockra i s ing  A c t  s ta tes  t h a t  landowners are 
to  be compensated f o r  damages t o  "crops  and tan- 
g i b l e  improvements." The A c t ,  however, does  
no t  de f ine  t h e .  scope of "damages" or " t a n g i b l e  
improvements." I n t e r i o r ' s  Bureau of  Land Manage- 
ment h a s  rev ised  i ts  e a r l i e r  i n t e r p r e t a t i o n  t h a t  
t a n g i b l e  improvements m u s t  be r e l a t e d  e x c l u s i v e l y  
t o  s t o c k r a i s i n g  improvements. Its p r e s e n t  i n t e r -  
p r e t a t i o n  is t h a t  o the r  s u r f a c e  improvements a r e  
included b u t  t h a t  t h i s  s t i l l  does not  p e r t a i n  t o  
a l l  s u r f a c e  improvements. However, it is n o t  
c l e a r  i f  " t a n g i b l e  improvements" can be i n t e r p r e t e d  
t h i s  broadly.  (See p. 13.) 

' 

The S tockra i s ing  A c t  does not  provide compensation 
f o r  a decrease i n  t h e  va lue  of l and  nor in te r -  
ference w i t h  t h e  landowners use  and enjoyment of 
t h e  land. 
t o  inc lude  only  d i r e c t  damages. I n d i r e c t  damage 
may also be covered. (See p. 14.) 

In a d d i t i o n ,  geothermal leases i ssued  t o  date  
appear t o  g r a n t  lessees t h e  r i g h t  t o  use as much 
of t h e  s u r f a c e  as  may be necessary  for t h e  produc- 
t i o n ,  u t i l i z a t i o n ,  and process ing  of geothermal 
resources .  T h i s  language is r e f l e c t i v e  of t h e  
Geothermal Steam A c t  b u t  may not  be i n  accordance 
with t h e  S tockra i s ing  Homestead A c t .  The l a t t e r  
act  p e r m i t s  t h e  lessee t o  u s e  t h e  s u r f a c e  t o  t he  
e x t e n t  required for  purposes i n c i d e n t a l  t o  q in ing  
and removing t h e  mineral  bu t  does no t  addres s  
u t i l i z a t i o n .  (See p. 26.) 

The Bureau h a s  i n t e r p r e t e d  "damages" 

! 



I n  J u l y  1980, t h  ureau s t a t e d  t t h e  s u r f a c e  
owners consent  requi red  t o  u s  othermal 
r e sources  on s t o c k r a i s i n g  land .  However, 
because lessees and t h e  u t i l i t y  a t  t h e  Geysers 
b e l i e v e  they  have t h e  r i g h t  t o  s i te  powerplants 
and t h e  issued leases do not  c l e a r l y  deny them. 
s u c h  r i g h t ,  t h i s  issue may have t o  be resolved 
i n  t h e  cour t s .  

ALTERNATIVE COMPENSATION METHODS 

The Federal Government could take v a r i o u s  a l te r -  
n a t i v e  approaches t o  ensure t h a t  s u r f a c e  estate 
owners are s u f f i c i e n t l y  compensated fo r  t h e  
impacts of geothermal development on s t o c k r a i s -  

Although some of t h e s e  might require l e g i s l a t i o n ,  
GAO does not  advocate t h e  enactment of new l e g i s -  
l a t i o n  and, i n  f ac t ,  b e l i e v e s  t h e  Government 
ought  n o t  t o  be involved i n  n e g o t i a t i n g  what ,  i f  
any, compensation is appropr i a t e  for t h e  land- 
owners. (See p. 28.) 

i ing lands. These are presented i n  chapter  5 .  I '  
~: 
I .  
; .  

RECOMMENDATIONS TO THE 
SECRETARY OF THE INTERIOR 

The S e c r e t a r y  of t h e  I n t e r i o r  should: 

--Require t h a t  BLM develop s p e c i f i c  procedures  
f o r  n o t i f y i n g  surface owners of lease sales 
and t h e  i ssuance  of leases involving t h e i r  
land f o r  geothermal as w e l l  as o the r  mineral  
development . 

i ,  

i --Take what steps he can t o  encourage lessees/ 
developers  and s u r f a c e  owners t o  en ter  into 
agreements concerning payment f o r  damages 
t o  c rops  and other t a n g i b l e  improvements. 

" t a n g i b l e  improvement" as set  o u t  i n  BLM's 
memorandum of December 21 ,  1979. 

--Consider t h e  e x t e n t  t o  which compensation 
for i n d i r e c t  damages t o  t a n g i b l e  improvements 
should be allowed and whether t h e  S tockra i s ing  
Homestead A c t  shou ld  provide compensation 
f o r  a dec rease  i n  t h e  va lue  of t h e  land and 
i n t e r f e r e n c e  w i t h  its u s e  and enjoyment. 

i '  

I --Consider BLMIs  i n t e r p r e t a t i o n  of t h e  term 

I 
i :  Tear Sheet 



AGENCY COMMENTS 

GAO obtained comments from t h e  Department of 
the  I n t e r i o r .  (See app. I V . )  The Department, 
f o r  the  most p a r t ,  agrees  with our recommenda- 
t i o n s  but d i d  ra . i se  c e r t a i n  o ther  issues. 
Their comments and GAO's e v a l u a t i o n  are  

chapter 6 .  presented . in 

v i  

. 
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CHAPTER 1: 

INTRODUCTION', 

This report discusses the adequacy of compensation to sur- 
face owners of land acquired under the Stockraising Homestead 
Act of 1916 for the negative impacts that may result from 
Federal geothermal lease operations. The report centers 
on the conflict that developed at the Geysers Known Geothermal 
Resource Area (Geysers) in California, but. also examines the 
situation for several other States--Wyoming, New Mexico, 
Montana, and Colorado--where the potential for similar conflicts 
may exist. 

e Stockraising Homestead Act proposed to restore the graz- 
ing and meat-producing capacity of semi-arid lands of the West 
while at the same time preserving to the United States Government 
the underlying mineral deposits. To this end, the act provided 
homesteaders with a portion of the public domain sufficient to 
enable them to support.,their families by raising livestock and 
reserved unrelated subsurface minerals to the Federal Government 
for separate disposition. 

e Bureau of Land Management TBLM) do not compile ' 
data on the number'of patents issued under this act 
information is not easily developed, the actual number of home- 
steads existing today and acreage involved is unknown. 
latest "Public Land Statistics" indicates that the number of ori- 
ginal stockraising homestead actions taken under the act totals 
165,712 and accounts for 70,362,925 acres. But, these figures do 
not necessarily represent the number of patents issued and, based 
on some preliminary work in Colorado, we also found that the actual 
homestead acreage for this State to be about one-half the amount 
shown in the BLM publication. Also, the same BLM publication 
indicates that the total acreage involving with minerals 
reserved to the United States is 63,437 ccording to BLM 
officials, most of this is stockraising d. Consistent with 
this, a September 1970 report by the Ho Committee on Interior 
and Insular Affairs stated that the bulk of more than 35 million 
acres of surface land that passed from Federal'ownership but 
reserved the min patented und 
the Stockraising 

Beginning i ners at the 
had lease agreem which provided 
them an annual rent ranging from $1 to a hundred d rs per 
acre for their land and royalties of 10 to 12.5 pe t on produc- 
tion. In 19708 with enactment of the Geothermal Steam-Act, the 
issue was raised as to whether geothermal should be 
considered a mineral within the provision 
act. 
that geothermal resources did not apply under the mineral reser- 
vation. The United States appealed and obtained a reversal in 

I 

. 

BLM's 

tockraising 
Legal action resulted in a court decision in October 1973 



. I  

i 

I 

January 1977. This r e v e r s a l  was appealed t o  t h e  Supreme Court i 

i 

I 

which, i n  November 1977, denied review--which l e t  s tand  t h e  
lower c o u r t  d e c i s i o n  t h a t  t h e  geothermal resources  are reserved 
wi th in  t h e  mineral r e s e r v a t i o n  and t h u s  belong t o  t h e  United 
States Government. 

a n t i c i p a t e d  r e n t  and r o y a l t y  compensation from geothermal resources  
underlying t h e i r  land. Many of these landowners b e l i e v e  t h e s e  
resources belong t o  them and were taken away un jus t ly .  The 

' p r e s e n t  c o n f l i c t  developed i n  la te  1978/ear ly  1979 when t h e  
Federal  Government issued t h e  f i r s t  geothermal l e a s e s  involving 
s t o c k r a i s i n g  land a t  t h e  Geysers. A t  t h i s  time, owners became 
aware of t h e  large cash b ids ,  along w i t h  t h e  r e n t s  and r o y a l t i e s ,  
deve lopers  were paying t h e  Federal Government t o  develop t h e  geo- 
thermal resources .  Owners r e a l i z e d  what t hey  had lost  and began 
t h e i r  e f f o r t s  t o  o b t a i n  compensation beyond mere payment fo r  
damages t o  crops and t a n g i b l e  improvements, as provided for by 
t h e  S tockra i s ing  Homestead Act. 

The Federal mineral  l eas ing  program is conducted by t h e  
Department of t h e  I n t e r i o r ,  through BLM and t h e  U.S. Geological 
Survey (USGS)  . BLM is re spons ib l e  fo r  s e l e c t i n g  lands fo r  l e a s e  
and holding lease sales. USGS c lass i f ies  t h e  l ands  according t o  
its a p p r a i s a l  of t h e i r  minera l  va lue  be fo re  lease i ssuance  and 
s u p e r v i s e s  development of t h e  resources. These o f f ices  do not  
g e t  involved i n  t h e  n e g o t i a t i o n  of any compensation agreements 
t h a t  may be made between t h e  s u r f a c e  owner and Federal lessee. . 

I 

Because of t h e  c o u r t  d e c i s i o n ,  some surface owners l o s t  t h e  

OBJECTIVES, SCOPE, 
AND METHODOLOGY 

On December 11, 1979, t h e  Chairmen of t h e  House I n t e r i o r  
and I n s u l a r  Affairs Committee and t h e  Mines and Mining Sub- 
committee, along w i t h  t h e  ranking minor i ty  members, asked t h a t  
we  s tudy t h e  p o s s i b i l i t y  of a c o n f l i c t  between Federal geo- 
thermal lessees and owners of surface land conveyed under t h e  
S tockra i s ing  Homestead A c t  of 1916 concerning t h e  adequacy of 
compensation t o  owners. (See app. I.) 

In  response t o  t h e  r eques t ,  t h i s  r e p o r t  addres ses  t h e  

--conditions a t  t h e  Geysers concerning geothermal 
development on s t o c k r a i s i n g  land t h a t  could be 
considered i n  regard t o  compensation (see ch. 2 ) ;  

l a n d s  beyond t h e  Geysers (see ch. 3 ) ;  

I - -existence or p o t e n t i a l  fo r  similar conf l i c t s  on 1 

i 
- -protect ion and compensation provided surface owners, 

inc luding  bonding, i n  e x i s t i n g  l e g i s l a t i o n  and t h e  
need for amendments (see ch. 2,  4 ) ;  . 

- - a l t e r n a t i v e  methods fo r  paying compensation (see ch.  5 ) .  
e 
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To obtain factual data on the situation at the Geysers and 
comments on alternative methods for paying compensation, we 
interviewed BLM headquarters officials in Washington, D.C. and 
field officials at Sacramento and the Ukiah District Office in 
California and Reno, Nevada, along with USGS officials in Nenlo 
Park, Califqrnia. We also interviewed landowners, geotherinal 
developer representatives, State and County officials, and public 
utility officials involved in geothermal development at the 
Geysers. 
leasing and correspondence relating to the conflict at the Geysers. 
Landowners at the Geysers not contacted personally were sent a 
questionnaire. The questionnaire was sent to 156 owners--86 stock- 
raising landowners responded--who were identified by a California 
stockraising landowners group. The purpose was to get a "picture" 
of the land by obtaining information concerning land use, revenues 
produced, the effects of geothermal development, and owner's 
comments regarding compensation. We visited the Geysers Known Geo- 
thermal Resource Area and stockraising land leased for geothermal 
development to get a first-hand view of existing cond.itions. 

To determine if a similar situation exists and/or if the . 
potential exists for such a situation outside the Geysers, we 
selected the top five States in terms of owners and acreage 
out of the 19 individual States identified by BLM. These five 
States--Wyoming, New Mexico, Montana, Colorado, and California-- 
contain over 75 percent of the original stockraising homesteads. 
This approach was taken because the gain in coverage by reviewing 
all 19 States would not be justified by the cost incurred. We 
interviewed BLM officials in these States and a few owners in 
Colorado and New Mexico who have active oil and gas or geothermal 
lease operations on their land. Because information has not been 
compiled by BLM and a significant effort would have been required 
to produce limited beneficial data showing the extent to which 
stockraising land overlays all potential mineral resources, our 
approach was to focus on land which overlays the areas designated 
by USGS as "known geothermal resource areas" ( K G R A s ) ,  i.e., those 
lands considered to have the greatest potential for development. 
We also identified the acreage where these lands overlay USGS- 
designated "known geological structures" (KG3s) €or oil and gas 
resources to determine if mineral leasing, besides geothermal, 
is taking place and where conflicts could exist OK occur. 
excluded "known recoverable coal resource areas" from our overlay 
effort because recent legislation--the Surface Mining Control and 
Reclamation Act of 1977--requires surface owner consent before 
surface coal lease operations can take place on similar lands. 

raising Homestead Act of 1916 and the Geothermal Steam Act of 1970 
to identify the protection and compensation provided owners. We 
also d i d  a comparative analysis of the protection and compensation 
provisions in existing legislation between geothermal and other 
mineral leasing, which included oil and gas and coal leasing. In 
addition, we reviewed and analyzed other existing legislation 
which reserved minerals to the United States. 

We reviewed and analyzed regulations on geotherinal 

We 

We reviewed and analyzed the legislative history of the Stock- 
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CHAPTER 2 
, . , 1 .  - . -  * 

GEOTHERMAL DEVELOPMENT ON STOCKRAISING 

LAND AT THE GEYSERS, 

Owners of stockraising land. located 'in the Geysers area will 
most likely be affected by geothermal resour.ce development, even 
if their land is not being developed. 
will be impacted to a greater degree and this will vary from owner 

resources are developed. 
an owner could be denied the surface use of considerable acreage, 
depending on the number of acres owned. These factors could be 
considered in any effort to expand compensation. 

Owners of developed land 

to owner depending on land use and the extent to which geothermal 

I 

If geothermal resources are developed, 

This chapter addresses the potential impacts of geothermal 
leasing on surface land use, the amount of land required for lease 
operations, the adequacy of the bond to protect the owner against 
damages to surface land uses, and the sufficiency of notification 
to owners when their land is to be leased for geothermal develop- 
ment . 
BACKGROUND ON GEOTHERMAL 
DEVELOPMENT AT THE GEYSERS 

Geothermal resources in commercial quantities were discovered 
at the Geysers in 1955. 
plants in operation at the Geysers. 
generating capacity of 798 megawatts, which make the Geysers the 
world's largest geothermal development area. The first major 
powerplant to be on Federal land is under construction. 
are no powerplants on stockraising land. 

The land that comprises the Geysers includes Federal, Min- 
eral Reserve (i.e., mineral rights reserved to the United States 
but surface owned by private parties), State, and private land. 
According to BLM officials, nearly all the mineral reserve land 
is stockraising homestead land. 
interspersed throughout the USGS-designated Geysers K G R A .  Of the 
total 380,000 acres in the Geysers, however, less than 10 percent 
is stockraising land, as shown below: 

Currently there are 14 electrical power- 
These plants have a total 

There 

t 
i These stockraising lands are 
i 
i 
t 
i 



Acres Percent 

Federal 54,640 

Stockraising 31,770 

Mineral Reserve-Other 
than Stockraising 2,455 

State 25,000 

Private 

Total 

269;942 

379;807 

Status *of *leases -involvfng -stackraising -land 

Although leases were issued on Federal and 

14 

8 

1 

7 

€00 - - 

State lands begin- 
ning in 1974 and 1976, respectively, the first Federal geothermal 
leases involving stockraising land at the Geysers were offered in 
November 1978, allowing development of key tracts in the center of 
the field. These leases--nine in number--were effective in February 
1979 and included 3,191 acres of land. The cash bonus bids received 
totaled $16.,014,462. In addition to the bonus bids, the Federal 
Government is to receive an annual rental of $2 per acre with an 
escalating renta1,beginning the sixth year of an additional dollar 
per acre or fraction thereof; a royalty of 12.5 percent on the 
amount or value of any geothermal resource produced, 5 percent of 
the value of any production by-product, and 5 percent of the value 
of commercially demineralized water. Federal regulations require 
royalties of not less than 10 percent and not more than 15 percent 
of the amount or value of steam or any other form of energy derived 
from production under the lease. 

Additional information on the nine leases is shown below: 
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Lease 
Number 

5632 

5633 

5634 

5635 

5636 

5637 

5638 

5639 

5640 

To ta l  

Leases Issued on S t o c k r a i s i n g  
Land a t  t h e  Geysers '  

Acreage S t a t u s  of Development 
_(note  a )  ( n o t e  b )  High Eid 

471 Pre l iminary  e x p l o r a t i o n  $ 2.76 m i l l i o n  

276 No a c t i v i t y  a t  t h i s  time 1.11 m i l l i o n  

353 Developmental d r i l l i n g  1.31 m i l l i o n  

280 No a c t i v i t y  a t  t h i s  time 1.36 m i l l i o n  

80 Explora t ion  d r i l l i n g  0.60 m i l l i o n  

469 Explora t ion  d r i l i i n g  3.55 m i l l i o n  

40 No a c t i v i t y  a t  t h i s  time 0.14 m i l l i o n  

1,161 Explora t ion  d r  ill ing 4.95 m i l l i o n  

61  No a c t i v i t y  a t  t h i s  time 0.23 m i l l i o n  - 
3,191 $16.01 m i l l i o n  

- ,  

a/Rounded t o  nearest whole acre. 

- b/See appendix I11 for an exp lana t ion  of t h e  phases  o f  develop- 
ment . 

The n ine  leases were awarded t o  t h r e e  d i f f e r e n t  lessees o r  
geothermal  deve lope r s  and involve  e i g h t  s u r f a c e  owners. These 
owners are e i t h e r  i n d i v i d u a l s ,  a c o r p o r a t i o n ,  o r  a p a r t n e r s h i p .  

The nex t  lease o f f e r  on s t o c k r a i s i n g  l a n d ,  involv ing  4,828 
acres,  was scheduled f o r  1980 bu t  h a s  been d e f e r r e d  u n t i l  1981. 
With t h i s  second lease o f fe r ,  8,019 acres, o r  25 p e r c e n t  of t h e  
t o t a l  31,770 acres of s t o c k r a i s i n g  land a t  t h e  Geysers,  may be 
under geo the rmi l  lease-and more l e a s i n g  is a n t i c i p a t e d  i n  f u t u r e  
yea r s .  I n  a d d i t i o n ,  much of t h e  Federa l  and p r i v a t e  and some of  
t h e  S t a t e  land  has  a l r e a d y  been leased for geothermal  development. 

POTENTIAL IMPACT OF GEOTHERMAL 
LEASE OPERATIONS ON LANDOWNERS 

S ince  t h e  s t o c k r a i s i n g  owners use t h e  s u r f a c e  land f o r  a 
v a r i e t y  of purposes ,  t h e  impact of  geothermal lease o p e r a t i o n s  
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on each of them will differr 
be leased, and that may be leased in the future is currently 
being used primarily for recreational purposes--mainly hunting-- 
with some used for livestock grazing, and a much smaller portion 
used for residences. However, a significant number of acres have 
no apparent use. 

The land already leased, soon to 

Before any lease offers are announced, BLM is responsible 
for preparing an Environmental Assessment Report on the land to 
be leased. The report prepared for the first.nine leases indi- 
cated that the land involved had already been adversely impacted 
by geothermal operations on adjacent land, and that Federal geo- 
thermal lease operations would further reduce the value of the 
land 

According to this report, the most valuable current land 
use is probably the residential-recreational use by one owner 
whose 471-acre parcel has been leased. The residence lies about 
200 yards from property which already has been privately leased 
for geothermal development. and within 500 yards of federally- 
leased land. The report says the residential value has already 
been affected by this development and that leasing this stock- 
raising land for geothermal development would further diminish 
its value. On the remaining leased stockraising acreage, the 
report stated that hunting and livestock grazing are minor land 
uses but that Federal geothermal leasing would eliminate or reduce 
such use, with a resulting further loss in the value of this land. 

The kinds of geothermal lease activities that will impact I 

on land uses include road construction, movement of drilling 
equipment, clearing and preparation of drill sites, noise and 
smell (hydrogen sulfide) of drilling, and disposal ponds. If 
geothermal resources are located and developed, an electrical 
powerplant may be constructed with water cooling towers, 
above-ground piping, and transmission lines and towers. Another 
impact may include steam plumes produced by wells and generat- 
ing plants. For developed fields at the Geysers, geothermal 
resources are generally assumed to last at least 30 years. 

Although the siting of a powerplant would create one of the 
most visible impacts and require considerable surface land, each 
surface owner would not necessarily have a plant constructed on 
his property. The September 1978 Environmental Assessment Report 
indicates that the 3,191 acres leased could potentially support 
as many as three 110 megawatt powerplants. This means that of 
the eight owners involved in the first leases issued, at least 
five would probably not have a plant on their property, but they 
still might. may be subjected .to the visible effects of it. 

For the upcoming geothermal lease offer similar impacts 
would result. The acreage to be leased is very similar in land 
use to the first acreage leased. According to a March 1980 Environ- 
mental Assessment Report, "geothermal development always has major 
negative impacts on natural landscapes." The assessment further 

I 
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states that increased roads, industrial structures, additional 
noise,and traffic, and less wildlife would all adversely affect 
recreational qualities. The assessment goes on to say that 10 
homes are occupied year long within 1 mile of the area to be 
leased and that an additional 24 second homes and hunting cabins 
are either within the study area or within one mile. It is likely 
that geothermal development will affect residential property values 
in and around the area to be leased. 
kept in mind that development of the surrounding lands will take 
place regardless of whether the stockraising land is leased, and 
will affect residential property values. 

PROFILE ‘OF ‘STOCKRAISING 

Once again, it should be 

LAMD ‘AT ‘THE ’GEYSERS 

Although the environmental assessments cited above were 
applicable to the stockraising land that has been leased or is 
to be leased, the remaining stockraising land at the Geysers 
(over 23,000 acres) that may be leased in the future is very 
similar. 
sent to landowners requesting information on current land use, 
their awareness of the’mineral reservation to the United States, 
when and how land was obtained, the purchase price, income obtained 
from land use, and the extent of owner reliance on the income 
produced . 

The questionnaire was sent to 156 owners identified by a 
stockraising homestead landowners group--from which 105 responses 
were received. Of the 105 responses, 19 individuals stated that 
they owned no stockraising land-and thus did n o t  respond to the 
remaining questions. 
at the Geysers, the 86 owners who completed our questionnaire 
own 22,895 acres, or over two-thirds of this land. A compilation 
of the information received is presented below. 

To obtain a profile of this land, a questionnaire was 

Of the 318770 acres of stockraising land 

--Acreage owned ranged from 1 to 1,143 acres. 
About 46 percent owned over 100 acres. 

--Fifty-six, or over one-half of the owners, indi- 
cated they were not aware of the mineral 
reservation until after the land was acquired. 

- 
--Sixty-six owners purchased the land between 

1922 and 1980 at a cost of $1 to $78000 an acre. 
Twenty indicated their land was inherited. 

--Land use was as follows: 
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--Sixty-one owners, or 58 
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EXTENT OF SURFACE LAND USED 
BY GEOTHERMAL LEASE OPERATIONS 

The extent of surface land required for lease operations 
varies with the geothermal development phases. Since geothermal 
activity is just beginning on stockraising land at the Geysers, 
actual data on the amount of land surface required is not avail- 
able. However, based on the approximate amount of surface dis- 
turbance expected during one of the early development phases, 
along with the actual surface disturbance applicable to an exist- 
ing geothermal electrical powerplant, it appears that up to 26 
and 51 acres of land may be affected in the exploration and 
field development/production phases, respectively. 

Depending on the phase of geothermal development, surface 
land use or disruption by lessees may involve road construction, 
drill site preparation, well drilling, waste disposal, powerplant 
construction, pipelines, and transmission lines. During each 
phase of geothermal development--preliminary exploration, explor- 
ation drilling, field development, production of steam and 
electricity, and close-out .of operations--the amount of land 
required by the lessee varies. Appendix I11 provides more details 
on the activities involved in each of these phases. 

Estimated surface use during exploration 

Estimates of surface disruption vary from a low of one 
percent in the preliminary exploration phase to a high of 15 
percent over the entire course of the lease. An official of 
one of the major geothermal developers at the Geysers said 
that the environmental impact statements (EIS) on the first 
nine leases estimated that the needed surface occupancy would 
range from 8 to 15 percent of the total area. 
used the higher figure in his proposed plan of operations. 

offer involving the Geyser Peak Mineral Reserve, indicates that 
about one percent of the surface of a 2,560-acre lease area is 
expected to be disturbed (i.e.8 used) during the exploration 
drilling phase of geothermal development, as shown below: 

The developer 

An environmental assessment by BLM of the upcoming lease 
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Sutface Disturbances--Exploration D r i l l i n g  - 1/ 

Number 
of Acres Percentages 
Disturbed ; Number Acres of Surface Use 

U n i t  Per U n i t  of U n i t s  Disturbed (note a )  - 
Well s i t e s  3.0 - 6 18 , e 7  

1.5 - Access road 8' (note b) 2 - 5 

Total 4.5 - - 1.0 - - 
- a/2,560 acre lease. 

- b/Rounded t o  nearest whole figures 

I f  the same number of well s i t e s  and access roads are under- 
taken on one of the smaller stockraising land parcels leased i n  
19798 the percentage of surface disturbance would be greater, 
e-g. ,  for a 470-acre parcel, the percentage of surface'disturbance 
would be about 5 percent. Because the size of stockraising land 
parcels varies considerably, the percentage of land disturbance 
d u r i n g  exploration dr i l l ing  could also vary considerably. 

Actual surface use dur inq  production 

Although geothermal act ivi ty  -on stockraising land i s  i n  the 
early exploration phases, geothermal operation, on other land 
a t  the Geysers i s  i n  the l a t t e r .  phases. 
operation, which includes a 110-megawatt powelrplant, use6 l e s s  
than seven percent of a 739-acre lease area. 
operation, as provided i n  the following table, were applied to 
the above c i t e d  470-acre l e a s e ,  the percentage of land required 
d u r i n g  production would increase, to about 11 percent. As stated 
above, the percent of surface disturbance could vary i f  the plant 
and related f a c i l i t i e s  are si ted on a smaller land parcel However 8 

there is also the possibil i ty the plant may not be si ted on stock- 
praising land b u t  on adjoining private land. 

An .existing geothermal 

I f  the data for t h i s  

- l/Adapted from the "Final Environmental Analysis Record for 
Proposed Geothermal Leasing i n  the Randsburg--Spangler 
Hills--South Searles Lake Areas, California," Prepared 
by Bureau of Land Management, Riverside D i s t r i c t  Office, 

11 
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Surface Disturbance f o r  * 

an E l e c t r i c  Powerplant S i t e  
( n o t e  a )  - Per cent ag e 

. of  Leasehold 
Acres (note '  b )  - ' Land Use 

Well pads 18.8 
Power p l a n t  6.0 

Roads 11.6 
P i p e l i n e s  2.5 

2.5 

0.8 

1.6 

0.3 

Transmission l i n e s  3.9 0.5 
1.1 - Replacement wells - 7.9 
6.8 - - 50.7 - - Tota l  

aJThe amount of s u r f a c e  d i s tu rbance  w i l l  be approximately t h e  
same r e g a r d l e s s  of t h e  t o t a l  lease a rea .  
suppl ied  by a C a l i f o r n i a  u t i l i t y ,  a p p l i e s  t o  a dry-steam 
resource  only.  

T h i s  information 

b/739 a c r e  leasehold .  - 
Based on t h e  above d a t a ,  it is ev iden t  t h a t  s u r f a c e  owners 

could be den ied  access  t o  a s u b s t a n t i a l  p o r t i o n  of t h e i r  land 
sur face .  Since t h e  e x t e n t  t o  which geothermal resources  w i l l  
be developed on t h e  s t o c k r a i s i n g  l eased  land is unknown a t  t h i s  
time, it is unce r t a in  whether owners w i l l  be subjec ted  t o  only  
t h e  smal le r  denied s u r f a c e  access  a s s o c i a t e d  w i t h  t h e  e a r l y  
geothermal development phases or  t h e  l a r g e r  acreage requi red  
f o r  developed f i e l d s .  

ADEQUACY OF M I N I M U M  SINGLE 
PROTECTION BOND IS UNCERTAIN 

I n  order  t o  e n t e r  s t o c k r a i s i n g  land and begin any mineral  
development a c t i v i t y ,  inc luding  geothermal ,  lessees m u s t ,  under 
t h e  S tockra i s ing  A c t ,  o b t a i n  t h e  consent  of t h e  landowner, nego- 
t i a t e  a compensation agreement w i t h  t h e  landowner, or f i l e  a 
p r o t e c t i o n  bond. The landowner can only  o b t a i n  damages t o  c rops  
and t a n g i b l e  improvements t h a t  r e s u l t  from minera l  development. 
Sur face  owners a r e  ques t ion ing  (1) t h e  adequacy of t h e  minimum 
s i n g l e - p r o t e c t i o n  bond requirement of  $5,000 t o  cover t h e i r  
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i n t e r e s t s  and ( 2 )  t h e  s u f f i c i e n c y  of lessee e f f o r t s  t o  f i r s t  t r y  
t o  n e g o t i a t e  a compensation agreement, 

land uses, and t h e  unce r t a in ty  a s  t o  what s p e c i f i c  damages a r e  
covered,  it is d i f f i c u l t  t o  determine whether coverage under t h e  
minimum s ing le -p ro tec t ion  bond is adequate. W h i l e  it may be ade- 
qua te  t o  cover only  damages t o  t a n g i b l e  'improvements r e l a t e d  t o  
s t o c k r a i s i n g  a c t i v i t i e s  on t h i s  l a n d ,  it may no t  be adequate t o  
cover damages t o  a l l  o ther  t a n g i b l e  improvements. 

Whi l e  p r o t e c t i o n  bonds--including one f o r  a minimum amount 
of $5,000--have been obta ined ,  we  noted t h a t  compensation agree- 
ments  have been worked o u t  fo r  on ly  f i v e  of t h e  n i n e  l e a s e s  
issued. In a t  l eas t  one of t h e  cases where an agreement could 
not  be reached, w e  found t h a t  t h e  developer made s e v e r a l  a t t empt s  
t o  n e g o t i a t e  what appeared t o  S I  be a reasonable  se t t l emen t .  

land leased, we found these occurred before  t h e  court  d e c i s i o n  
t h a t  ownership of geothermal r e sources  b e l o n g ' t o  t h e  Federal  
Government and none have been worked out  s i n c e  t h a t  dec i s ion .  
Under p r e s e n t  groundrules ,  we b e l i e v e  t h a t  being able t o  begin 
l e a s e  o p e r a t i o n s  by f i l i n g  a p r o t e c t i o n  bond is a d i s i n c e n t i v e  
fo r  a lessee t o  persevere  i n  n e g o t i a t i n g  an agreement. 

Because of t h e  l i m i t e d  geothermal development, t h e  kind of 

While some compensation agreements were worked ou t  for  t h e  

Disaqreement on t h e  adequacy of  
bonding t o  compensate for damaqes 

Lessees a r e  requi red  by r e g u l a t i o n  t o  o b t a i n  one of t h r e e  
d i f f e r e n t  t ypes  of p r o t e c t i o n  bond. These i n c l u d e  a s i n g l e  pro- 
t e c t i o n  bond of no t  less t h a n  $5,000, a statewide bond of no t  
less than $50,000, or a nationwide bond of n o t  less than $150,000.  

bond protection--par t i c u l a r l y  of t h e  s i n g l e - p r o t e c t i o n  bond m i n i m u m  
amount of $5,000 t o  cover p o t e n t i a l  damages r e s u l t i n g  from geo- 
thermal l e a s e  opera t ions .  Di f fe rences  of  op in ion  between surdace 
owners and BLM o f f i c i a l s  over what s p e c i f i c  damages a r e  t o  be 
inc luded  under t h e  p r o t e c t i o n  bond a r e  a t  t h e  c e n t e r  of t h i s  d i s -  
pute .  BLM is of t h e  opinion t h a t  t h e  bond is t o  Cover d i r e c t  
damages t o  t h e  owner's t a n g i b l e  improvements and t h a t  t h e  bond 
is s u f f i c i e n t  t o  cover those  improvements made on t h e  leased  l and .  
Owners b e l i e v e  t h e  bond should inc lude  more than j u s t  improvements 
and, on t h i s  basis ,  t h a t  t h e  bond coverage is i n s u f f i c i e n t  t o  
compensate them f o r  t h e  losses they  may s u s t a i n .  

BLM o f f i c i a l s  and surface owners d i s a g r e e  on t h e  adequacy of 

Scope of t a n g i b l e  improvements 

I n  a December 21, 1979, memorandum, BLM has i n t e r p r e t e d  
" t a n g i b l e  improvements" f o r  t h e  purposes of  bond p r o t e c t i o n  as 
not  being l i m i t e d  " t o  only  those improvements r e l a t e d  t o  
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T h i s  i n t e r p r e t a t i o n  countermanded a i 

Although t h e  p re sen t  i n t e r p r e t a t i o n  may be reasonable  on p o l i c y  I 

r eg iona l  o f f ice  i n t e r p r e t a  =Y ion t h a t  on ly  s t o c k r a i s i n g  and r e l a t e d  
stoc kr a i s i n g  a c t i v i t i e s  ,It 

a g r i c u l t u r a l  improvements should be covered 

grounds it is not  . c l e a r  t h a t  t h e  S tockra i s ing  Homestead Act covers  I 

non-stockraising r e l a t e d  improvements. .We understand t h a t  t h e r e  is 
no Department of t h e  . I n t e r i o r  S o l i c i t o r ' s  op in ion  dea l ing  w i t h  t h i s  
issue which suppor ts  t h e  memorandum. The A c t  does  not  d e f i i n e  what 
t a n g i b l e  improvements are covered by t h e  bond, 
h i s t o r y  does not  i n d i c a t e  what  Congress intended,  However, a t  t h e  
time of passage, t he  a c t  was intended t o  encourage homesteading of 
rangeland i n  order  t o  st imulate s t o c k r a i s i n g  i n  the West, The 
minera l  in te res t s  were reserved t o  t h e  Uni ted  S t a t e s .  It was 
thought t h a t  s t o c k r a i s i n g  and mineral  development were compatible 
uses of t h e  same land ,  

e a r l i e r  homestead a c t  and Congressional a c t i o n  i n  1949 t o  cover 
damage t o  use of t h e  land ,  b u t  only for g raz ing  purposes,  suggest  
t h a t  BLM's i n t e r p r e t a t i o n  may be too  broad. In  1928, t h e  Supreme 
Court i n t e r p r e t e d  "improvement" as used i n  an e a r l i e r  a g r i c u l t u r a l  
homestead a c t  2J t o  cover only a g r i c u l t u r a l  improvements 3J, The 
Court reasoned t h a t  t h e  t i t l e  of t h e  ac t  coupled w i t h  t h e  r e fe rence  
i n  t h e  a c t  t o  "Crops" showed t h a t  " a g r i c u l t u r a l "  improvements were 
t h e  k ind  intended. Furthermore, i n  1949 Congress provided t h a t  
persons using s t r i p  or  open p i t  mining methods on S tockra i s ing  
homestead lands  would be l i a b l e  f o r  damage caused t o  t h e  va lue  of 
t h e  l and ,  b u t  on ly  f o r  graz ing  . 

Also, t h e  l e g i s l a t i v e  

The Supreme Cour t ' s  - i n t e r p r e t a t i o n  of "improvement" i n  an 

Scope of damaqes 

Surface  owners b e l i e v e  t h a t  a bond and/or some form of com- 
pensa t ion  should be requi red  i n  an amount t o  cover not  on ly  damages 
t o  improvements b u t  a l s o  o ther  impacts t h a t  r e s u l t  from geothermal 
lease opera t ions .  These i n c l u d e  loss of p r ivacy ,  changes t o  t h e  
s u r f a c e  land ,  no i se  and smell ,from geothermal a c t i v i t i e s ,  l o s s  of 
sp r ing  water, and denied access t o  t h e  use of t h e i r  land--all  of  
which may affect  the  va lue  or enjoyment of t h e i r  land. Moreover, 
s u r f a c e  owners contac ted  s t a t e d  t h a t  a s ing le -p ro tec t ion  bond of 
$5,000 is inadequate to. provide coverage fo r  these types  of damages 

. t h a t  may r e su l t  from geothermal lease ope ra t ions .  Silrty owners, or 
n e a r l y  70 percen t  of those who responded t o  our ques t ionna i r e ,  
s t a t e d  t h a t  such  a bond would d e f i n i t e l y  not  be adequate. These  

lJThis memo a l s o  i n d i c a t e s  t h a t  t h e  scope of coverage should not 

- 2/Agr icu l tura l  Entry A c t  (P,L. 63-128) , 

3JKinney-Coastal O i l  Company V. K i e f f e r ,  277 U.S, 488 ( 1 9 2 8 ) .  

n e c e s s a r i l y  encompass t h e  va lue  of a l l  s u r f a c e  improvements. 
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owners ind ica t ed  t h a t  bo over age rang i n  
$1,000,000 would be nece y t o  p r o t e c t  t 

What impacts s u r f a c e  owners b e l i e v e  should be compensable 
a f f e c t ' t h e  va lue  or  t h e  s u r f a c e  owner's enjoyment of t h e  l and .  
Changes i n  t h e  s u r f a c e  of t h e  l a n d  and loss  of sp r ing  water a r e  
considered damage t o  t h e  land i tself .  Loss of pr ivacy , ,  den ied  
access  t o  t h e  u s e  of t h e  l and ,  and noise  and smell (un le ' s s  t h i s  
r e s u l t s  i n  actual '  s t r u c t u r a l  damages t o  an improvement) d i s t u r b  
t h e  s u r f a c e  owner''s u s e  and enjoyment of t h e  land. . 

f o r  l o s s  i n  l a n d  va lue  o r  i n  enjoyment of t h e  land.,L/ I n  c o n t r a s t ,  
t h e  Congress i n  a 1 9 4 9  amendment t o  t h e  S tockra i s ing  Homestead 
A c t  d i d  provide damages, w i t h  r e s p e c t  t o  s t o c k r a i s i n g  lands ,  for 
l o s s  of l a n d  va lue  f o r  g raz ing  purposes when s t r i p  or open p i t  

The S tockra i s ing  Homestead A c t  does  not  provide compensation 

mining methods a r e  used. * .  

BLM's 1979 memorandum s ta tes  t h a t  t h e  bond should  cover 
d i r ec t  damage. Genera l ly ,  d i r e c t  damage is t h a t  damage fol lowing 
immediately from an a c t i o n ,  w i t h o u t  any in t e rven ing  f a c t o r s  on 
which t h e  harm or l o s s  depends. The S tockra i s ing  Homstead A c t  
r e f e r s  on ly  t o  "damages," t h e  term is no t  q u a l i f i e d .  The l e g i s -  
l a t i v e  h i s t o r y  does no t  disclose an  i n t e n t  t o  l i m i t  t h e  term t o  

' d i r e c t  damage. 

Damage recovery is o f t en  broader than j u s t  d i r e c t  damage. 
Genera l ly ,  compensation may be had f o r  , a c t u a l  damage. T h i s  may 
i n c l u d e  n o t  on ly  damage fol lowing immediately from an a c t i o n  
( d i r e c t  damage), b u t  a l s o  fo r seeab le  i n d i r e c t  damage. Ind i rec t  
damage would be damage which occurs  when t h e  a c t i o n  and an inter--  
vening act  o p e r a t e  toge ther  t o  cause a loss  or  harm. For example, 
assume t h a t  geothermal a c t i v i t y  resul ted i n  a subsidence of t h e  
land surface such  t h a t  a t ree ,  near a r e s idence ,  was weakened. 
The damage r e s u l t i n g  t o  t h e  res idence  when t h e  winds of a thunder- 
storm topp le  t h e  t ree  i n t o  t h e  r e s idence  would be i n d i r e c t  damage. 
Compensation may no t  always be had for i nd i r ec t  damage. This 
depends on whether t h e  in t e rven ing  act  or  its r e s u l t s  were e i t h e r  
f o r e s e e a b l e  or  were t h e  normal consequence of  t h e  o r i g i n a l  act ion.  

We b e l i e v e  I n t e r i o r  should  cons ider  t h e  e x t e n t  t o  which 
compensation shou ld  be allowed fo r  i n d i r e c t  damage. 

I 

- 1 / I n  a .1955 court  case, Holbrook V. Cont inenta l  O i l  Company, 278 
p. 2d 798, surface owners a l l eged  t h a t  t h e  o i l  and gas lessee 
had deprived them of f u l l  use and enjoyment of t he i r  land. The 
Wyoming Supreme Court said t h a t  s u r f a c e  owners could not  sue f o r  
damage t o  t h e  land. However, both t h e  1914 a g r i c u l t u r a l  home- 
stead ac t  and t h e  S tockra i s ing  Homestead A c t  were involved, and 
t h e  c o u r t ' s  s ta tement  made no d i s t i n c t i o n .  



I 
i 

Owners r i q h t  t o  appeal  bond coverage 

of t h e  I n t e r i o r ' s  Board of Land Appeals, i f  t h e  bond amount is 
bel ieved t o  be inadequate. I f  t h e  owner is d i s s a t i s f i e d  w i t h  t h e  
a p p r a i s a l ,  t h e  issue can be taken t o  c i v i l  c o u r t .  

We found one example where a s u r f a c e  owner appealed t h e  bond 
amount. BLM made an a p p r a i s a l  based on t h e  a g r i c u l t u r a l  improve- 
ments t h a t  were made t o  t h e  land and.determined t h a t  t h e  p o t e n t i a l  
damages were less t h a n  t h e  bond amount. As a r e s u l t ,  t h e  owner's 
r eques t  t o  inc rease  t h e  bond amount was dec l ined .  

i Surface owners may reques an a p p r a i s a l  from the  Department 

h 
! 

i 

Al though  t h i s  a p p r a i s a l  supported t h e  adequacy of t h e  bond 

Perhaps a s  

coverage, t h e  a p p r a i s a l  appl ied  only  t o  a g r i c u l t u r a l  improvements 
and no t  t o  o ther  t a n g i b l e  improvements t h a t  may have e x i s t e d .  
BLM has since s t a t e d  these a r e  a l s o  t o  ,be inc luded .  
geothermal development- i nc reases  and i n s t a n c e s  of damages occur ,  
o the r  s u r f a c e  owners w i l l  a v a i l  themselves of t h i s  r i g h t  t o  
appeal .  ' 

Lessee e f f o r t s  t o  n e g o t i a t e  
compensation agreements 

Surface  owners have s t a t e d  t h a t  lessees a r e  o f f e r i n g  inade- 
qua te  compensation f o r  damages. A proposal  made t o  an owner of 
one of t h e  n i n e  s t o c k r a i s i n g  land p a r c e l s ,  o f f e r e d  fo r  l e a s e  i n  
November 1978, exempl i f i e s  t h e  kind of o f f e r  they  feel is inade- 
quate .  

cent. 
of t h e  va lue  of t h e  e n t i r e  s t o c k r a i s i n g  land owned. 
cover damages t h a t  might r e s u l t  from t h r e e  w e l l  pad sites and 
access roads.  The owner dec l ined  t h i s  o f f e r .  A t  a l a t e r  d a t e ,  t h e  
lessee o f f e r e d  t h e  owner two o p t i o n s  inc luding  (1) t o  purchase 
t h e  p rope r ty  fo r  $150,000 (accord ing  t o  t h e  lessee, an independent 
a p p r a i s a l  valued t h i s  p rope r ty  a t  $ 8 2 , 5 0 0 ) ,  or  ( 2 )  a 1-percent 
o v e r r i d i n g  r o y a l t y  te rmina t ing  when t h e  t o t q l  compensation reached 
$300,000. T h i s  o f f e r  a l s o  was dec l ined .  After  an in junc t ion  was 
ob ta ined ,  t h e  lessee en te red  t h e  land t O  conduct lease ope ra t ions .  
The lessee f i l e d  a $150,000 nationwide bond, and a compensation 
agreement has n o t  been negot ia ted .  

The s u r f a c e  owner asked fo r  an o v e r r i d i n g  r o y a l t y  of 2.5 per- 
The lessee o f f e r e d  compensation of  $30,000, o r  40-45 percen t  

This was t o  

i 

i 
i 
i 

T h i s  s u r f a c e  owner was not  a v a i l a b l e  f o r  personal  in te rv iew 
b u t  d i d  respond t o  our ques t ionna i r e .  
f a i r  compensation and o ther  information on t h e  s t o c k r a i s i n g  land 
u s e  a r e  provided below: 

The owner's views on what is 
1 

i 
i 

--549 a c r e s  were i n h e r i t e d  i n  1946 and t h e  land 
is not  i n  u s e ,  so no income was earned from * 

t h e  land i n  1979; i 
i 
i 
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--An agreement had been made w i t h  a geothermal 
developer  before  t h e  c o u r t  d e c i s i o n  t h a t  t h e  
United States  owned t h e  geothermal r e sources ,  
b u t  t h i s  agreement is no longer  i n  e f fec t  (owner 
d i d  no t  disclose t h e  terms of t h e  agreement): 

r o y a l t y  p l u s  an annual rental  of $10 per  
acre f o r  t h e  en t i re  549 acres; 

--A f a i r  p r i c e  would be 2.5- t o  5-percent 

--Bond coverage of $5,000 is d e f i n i t e l y  n o t  
adequate and minimum coverage o f  $500,000 
should be provided . 

Another lessee offered on ly  a small t o k e n  payment as compen- 
s a t i o n  f o r  p o t e n t i a l  damages. The lessee s ta ted t h a t  t h e  owner 's  
demands were unreasonable by reques t ing  a 5- t o  15-percent royal-  
t y .  A s  a resul t ,  on ly  a minimal offer  was made because it was 
f e l t  t h a t  an agreement could not  be nego t i a t ed .  The lessee f i l e d  
a $50,000 statewide bond t o  begin lease ope ra t ions .  

USGS requires t h e  lessee t o  p u t  f o r t h  
an e f f o r t  t o  reach an aareement 

According t o  a USGS o f f i c i a l ,  lessees are no t  able t o  begin 
geothermal lease o p e r a t i o n s  u n t i l  an a t tempt  has been made t o  
reach an agreement w i t h  t h e  s u r f a c e  owner. *The USGS, Menlo Park,  
r e q u i r e s  evidence from t h e  owner and lessee- -usua l ly  i n  t h e  form 
of a memo from each party--Stat ing t h a t  contact has  been made, and 
i n d i c a t i n g  whether  an agreement was reached. There  is no legal  or 
o t h e r  w r i t t e n  requirement t o  do t h i s  b u t  it is a procedure adopted 
by USGS a t  Menlo Park ,  C a l i f o r n i a .  

For t h e  p a r c e l s  of s t o c k r a i s i n g  land leased a t  t h e  Geysers,  
agreements have been reached w i t h  t h e  surface owners on f i v e  of 
t h e  n ine  l e a s e s ,  as d iscussed  i n  t h e  next  s e c t i o n .  Lease agree- 
ments between lessees and owners are not obta ined  by BLM or USGS. 

Some agreements have 
been nego t i a t ed  

Agreements have been worked out. f o r  f i v e  of t h e  n ine  l e a s e s  
i ssued  a t  t h e  Geysers. Although these leases were nego t i a t ed  
be fo re  t h e  1977 c o u r t  d e c i s i o n  t h a t  geothermal r e sources  belong 
t o  t h e  United States,  they  remain i n  effect  because t h e  developer-- 
now t h e  lessee--was t h e  h i g h  bidder  on t h e  Federal  l e a s e  o f f e r s ,  
and t h e  ea r l i e r  agreements with t h e  landowners contained p r o v i s i o n s  
providing rentals  and/or r o y a l t i e s  r e g a r d l e s s  of t h e  outcome of 
t h e  g$othermal ownership ques t ion .  

Two of t h e  f i v e  landowners t h a t  have agreements w i t h  t h e  
lessee were contac ted .  These landowners have carry-over agreements 
t h a t  provide them compensation f o r  geothermal lease o p e r a t i o n s .  
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One of  t h e  landowners, who is part-owner i n  a 6OOkacre pa rce l  
stated t h a t  t h e  agreement was lade i n  1965 and provided for a 2.5 
percen t  ove r r id ing  r o y a l t y  re rdless  of geothermal ownership. The 
landowner f u r t h e r  s t a t e d  t h a t  s h e  pays steam r i g h t  taxes which 
amounted t o  $14,000 last year .  If t h e  landowner had r e t a ined  t h e  
geothermal ownership r i g h t s ,  a 12.5 percen t  r o y a l t y  was t o  have 
been provided by the  developer .  She expressed not  being r e a l l y  
s a t i s f i e d  w i t h  t h i s  agreement and would prefer a 5 percent  r o y a l t y .  
B u t ,  s h e  f e l t  t h a t  t h e  n e g o t i a t i o n s  were handled ve ry  well by t h e  
lessee. She was aware of t h e  r e c e n t  BLM d e c i s i o n  on r equ i r ing  an 
owner's consent t o  s i te  a powerplant (d i scussed  on page 35) and 
b e l i e v e s  it w i l l  be h e l p f u l  i n  ob ta in ing  a d d i t i o n a l  compensation 
shou ld  product ion and geothermal u t i l i z a t i o n  t ake  place on her land.  

Another landowner, who stated s h e  owns 16  a c r e s  of stockrais- 
ing  land ,  has an agreement t h a t  was made i n  1975 providing f o r  an  
a n n u a l  r e n t a l  of about $400 which s h e  h a s  been g e t t i n g  for  t h e  
p a s t  s e v e r a l  years .  Since no geothermal a c t i v i t y  is underway, s h e  
expressed s a t i s f a c t i o n  w i t h  t h e  c u r r e n t  compensation b u t  would 
expec t  more--possibly a royal ty-- i f  and when development occurs .  
specific percentage was not  expressed. She f e l t  t h a t  t h e  lessee's 
d e a l i n g s  with h e r  were handled well. She was no t  aware of t h e  
r e c e n t  BLM d e c i s i o n  t h a t  t h e  landowner 's  consent  is required t o  
s i t e  a powerplant and d id  no t  i n d i c a t e  what compensation may be 
requested i n  t h e  event  such  s i t i n g  is proposed. 

A 

Ohi'ERS NOT SUFFICIENTLY NOTIFIED 
OF GEOTHERMAL LEASING 

For t h e  n ine  leases i ssued  on s t o c k r a i s i n g  land a t  t h e  Geysers,  
s u r f a c e  owners were no t  n o t i f i e d  of t h e  l e a s e  sale or t h a t  geo- 
thermal leases were i ssued  involving t h e i r  land.  However, t h e  BLM 
Ukiah d i s t r i c t  o f f ice  and USGS Menlo Pa rk  o f f i c e  i n  C a l i f o r n i a  a r e  
aware of  t h e  need t o  n o t i f y  surface owners and are making changes 
t o  correct t h i s  s i t u a t i o n .  

A t  t h e  time of t h e  geothermal lease offer  i n  November 1978, 
w r i t t e n  procedures  or r e g u l a t i o n s  d i d  not  ex i s t  r e q u i r i n g  BLM t o  
n o t i f y  s u r f a c e  owners tha t  t h e i r  land was t o  be leased. Conse- 
quen t ly ,  according t o  an o f f i c i a l  of t h e  BLM C a l i f o r n i a  State  
Off ice ,  owners were no t  n o t i f i e d .  Also,  t h e  o f f i c i a l  stated t h a t  
t h e s e  landowners are not n o t i f i e d  of  o i l  and g a s  l e a s i n g  involving 
t h e i r  land.  The r e g u l a t i o n s  do r e q u i r e  t h a t  a n o t i c e  of lease sale  
be publ ished i n  a newspaper of general c i r c u l a t i o n  i n  t h e  affected 
area and our review ind ica t ed  t h a t  t h i s  was done i n  t h e  case of  t h e  
n ine  leases i ssued .  

We were t o l d  t h a t  t h e  BLM Ukiah d i s t r i c t  o f f ice ,  wi th in  whose 
area of r e s p o n s i b i l i t y  t h e  Geysers is l o c a t e d ,  w i l l  make t h e  n o t i -  
f i c a t i o n  of s t o c k r a i s i n g  landowners p a r t  of  i ts o f f i c e  pol icy .  An 
o f f i c i a l  from t h i s  o f f i c e  s a i d  t h a t  ifi t h e  f u t u r e  owners w i l l  be 
n o t i f i e d  of pending lease of fe rs  by being sent 
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--copies of the environrhental assessment 
reports-done before leases are issued- 
for their  commen 

--personal l e t t e r s  notification; an 

--news publications announcing lease sales.  

Federal o f f i c i a l s  working to  inform 
owners of leasing procedures 

Menlo Park, California, was developing procedures for t h i s  off ice  
to  notify surface owners when the United States plans to  lease 
their  land. Working i n  conjunction w i t h  a stockraising landowners 
association a t  the Geysers, USGS has compiled a mailing l ist  of 
affected surface owners and w i l l  keep them informed throughout 
each phase of future lease sales. In  April 1980,  t h e  Environmental 
Specialist  attended a meeting of the above lapdowners association 
where s h e  presented an outline of the steps involved i n  the leasing 
process, a chart of applications and representative processing 
times for geothermal ac t iv i t ies ,  a flow diagram showing required 
applications, and t h e  regulatory process for development on Federal 
geothermal leases. 

A t  t h e  time of our review, an Environmental Specialist  a t  USGS 

I 
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CHAPTER 3 

COMPENSATION CONFLICTS WERE NOT DISCLOSED 

OUTSIDE THE GEYSERS, BUT THE POTENTIAL EXISTS 

Because a substantial amount of stockraising homestead land 
i s  located w i t h i n  ei ther KGRAs or K G S s  outside the Geysers, the 
potential  for conflicts similar to  those a t  the Geysers e x i s t s  for 
geothermal and possibly other mineral leasing such as o i l  and gas. 
Most of this  stockraising land outside the Geysers is  located i n  
New Mexico, which has about one-half as much such acreage as the 
Geysers. A s  for stockraising land w i t h i n  K G S s ,  there is over 10 
times as much such land wi th in  K G S s  as there is  such land within 
KGRAs, and a very high percentage of t h i s  has been leased fo r  
o i l  and gas dqvelopment. The opposite is  true for geothermal 
i n  that  outside' the Geysers, only stockraising lands i n  New 
Mexico have. been leased. However, we found no evidence of any 
conflicts involving either of these minerals i n  New Mexico 
or  anywhere else outside the Geysers. 

POTENTIAL CONFLICT A R ~ A S  

Stockraising land comprises a small portion of the t o t a l  
land area i n  the United States--yet t h i s  s t i l l  involves a great 
deal of land. Best available information (see p. 1) indicates 
that  perhaps 30 million acres, or less  than 2 p e y e n t  of the  : 
t o t a l  land area of the United States i s  stockraising land. I n  an 
e f fo r t  t o  identify potential  conflict  areas, KGRA and KGS locations 
designated by USGS were matched with stockraising homestead land 
geographical locations. I f  the land was located within a KGRA 
or  KGS, it was considered a potential  conflict  area. Of the 19  
States identified by BLM as containing stockraising land, we 
selected the top five States--Wyoming, New Mexico, Montana, 
Colorado, and California--in terms of owners and acreage. These 
States represent nearly 75 percent of the to t a l  stockraising 
lands and contain over 50 percent of the to t a l  KGRA acreage and 
30 percent of the KGS acreage. 

Geothermal resources on 
stockraisinq land 

There i s  stockraising land w i t h i n  KGRAs i n  four of c.ie f ive 
States identified--New Mexico, Colorado, Montana, and California- 
although t h i s  land comprises a small portion of the designated 
area. According t o  BLM, Wyoming has the greatest  number of sto&- 
raising landowners and acreage b u t ,  because there are no designated 
KGRAs i n  the State, it i s  not considered t o  be a potential  confl ic t  
area w i t h i n  the scope of our review. This is not t o  say that  geo- 
thermal resources may not exis t  on t h i s  stockraising land. 
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Stockraising land comprises 5 percent or  less of t h e ' K G R A  
land acreage i n  a l l  four States except Colorado, where 15 percent 
of the stockraising land i s  w i t h i n  KGRAs. Although Colorado con- 
ta ins  a higher percentage of stockraising land w i t h i n  KGRAs 
located i n  Colorado, California has over 10 t i m e s  more stockrais- 
ing land acreage. Thus8 as i l lus t ra ted  below, the'main area of 
potential  conflict  is  i n  California. 

Stockraising Homestead Land Within Known 
Geothermal Resource Areas (KG-s) 

Percentage of 
Stockraising Land 

Known Geothermal Stockraising Within KGRAs 
Resource Area Land Within KGRAs (note b) 

------------- acres------------------- 

Wyoming 

New Mexico 

Colorado 

Montana 

California 

Total 

3,160 15 

. -  - a/According t o  BLM, 31,770 cres or about 80 percent are 
located i n  the Geysers. 

- b/Rounded to  nearest whole percent. 

O i l  and gas resources 
on stockraisinq land 

Although there is potential  for confl ic ts  on stockraising 
land w i t h i n  KGRAs, conceivably there could be an even greater 
potential  for conflicts where th i s  land is located on K G S s .  
T h i s  i s  because of the larger number of stockrafsing lands on 
K G S s  and also the number of o i l  and gas leases issued on t h e m .  
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Y e t ,  w e  d id  n o t  f i n d  any i n d i c a t i o n  of  a problem wi th  o i l  and 
gas  l e a s e s .  

There is better than  10 times more s t o c k r a i s i n g  land 
acreage  on K G S s  than  t h e r e  i s  on KGRAs.  
and New Mexico con ta in  s i g n i f i c a n t l y  more of t h i s  land than 
the other three States. 
centage  of s t o c k r a i s i n g  land wi th in  K G S s ,  t h e  S t a t e  of New 
Mexico has  over t w i c e  the des igna ted  K G S  acreage  and s l i g h t l y  
more s t o c k r a i s i n g  acreage  i n  K G S s .  

The S t a t e s  of Wyoming 

Although Wyoming has t h e  g r e a t e r  per- 

S t o c k r a i s i n g  Homestead Land Within Known 
Geological  S t r u c t u r e s  for O i l  and G a s  

Known Geological  S t o c k r a i s i n g  
S t r u c t u r e s  ( K G S )  Land Within KGS 

Colorado 

Montana 

490,260 

778,680 

C a l i f o r n i a  509 8 773 

T o t a l  

- a/Rounded 

34,930 

' .  19,380 

683 080 

t o  n e a r e s t  whole pe rcen t .  

Percentage of 
S tock r a i s i n g  
Land Within KGS 

( n o t e  a )  

19 

10  

7 

2 

2 

10 

Two States have o i l  and gas  leases on s t o c k r a i s i n g  l a n d s  
The State o f  New Mexico has  some t h a t  are also wi th in  KGRAs. 

leases on such l and ,  b u t  i n  Colorado a l l  s t o c k r a i s i n g  l a n d s  
w i t h i n  KGRAs also have o i l  and g a s  l e a s e s .  

g a s  l e a s i n g  On s t o c k r a i s i n g  land w i t h i n  K G S s  h a s  been far g r e a t e r  
than  t h a t  f o r  geothermal l e a s i n g  wi th in  KGRAs. I n  f a c t ,  74 per- 
c e n t  or more of such s t o c k r a i s i n g  l ands  have o i l  and gas l e a s e s .  

For f o u r  of t h e  S ta tes - -o ther  t h a n  Ca l i fo rn ia - - the  o i l  and 
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C a l i f o r n i a  has l imited s t o c k r a i s i n g  land w i t h i n  KGSs  and i t s  
I emphasis is on geothermal development. 

i 

CONFLICTS SIMILAR TO THE GEYSERS 
NOT DISCLOSED I N  OTHER AREAS 

So far, the c o n f l i c t  involv ing  compensation t o  s u r f a c e  owners 
of s t o c k r a i s i n g  land for geothermal lease o p e r a t i o n s  appears  t o  be 
conf ined  t o  the Geysers area i n  C a l i f o r n i a .  This may be because 
the l e a s i n g  of geothermal resources involv ing  stock r a i s i n g  home- 
stead land outs ide the Geysers h a s  been very  l imi t ed .  
f l ic ts  involv ing  o i l  and gas l e a s i n g  on s t o c k r a i s i n g  land i n  the 
f i v e  States w e r e  n o t  i d e n t i f i e d .  There may be d i f f e r e n t  reasons  
for th i s - - inc lud ing  resource  u t i l i z a t i o n  a t  ano the r  l o c a t i o n i  much 
shorter r e source  l i f e - span ;  u s e  of less surface land;  and the lack 
of a d i s p u t e  concerning ownership r i g h t s .  
USGS officials,  agreements are n e g o t i a t e d  between the lessee and 
landowner concerning compensation f o r  any damages and normally do 
n o t  i nc lude  a r o y a l t y .  

S imi la r  con- 

According t o  BLM and 

According t o  a U S G S  o f f ic ia l ,  who has s p e n t  40 y e a r s  i n  the 
O i l  and g a s  area, the o i l  companies do not normally g i v e  r o y a l t y  
compensation to surface owners for o i l  and gas lease o p e r a t i o n s .  
However, i n  a f e w  isolated i n s t a n c e s ,  o i l  companies have paid 
surface owners a 1-to 3-percent  r o y a l t y  t o  exped i t e  product ion.  

Of the f i v e  States included i n  ou r  review, only  C a l i f o r n i a  
and New Mexico have geothermal leases on s t o c k r a i s i n g  land w i t h i n  
KGRAs.  The S t a t e  of C a l i f o r n i a  has n i n e  leases and New Mexico 
has s i x .  I n  C a l i f o r n i a ,  the n i n e  leases are a t  t h e  Geysers and 
r e p r e s e n t  8 p e r c e n t  of t h e  t o t a l  s t o c k r a i s i n g  l and  w i t h i n  

i 

I 

I _  

I KGRAs, as d i scussed  i n  chap te r  2 .  

I n  New Mexico, the s i x  leases i ssued  on s t o c k r a i s i n g  l ands  
include 8,560 acres, or 59>percent of the stockrais ing land within 
K G R A s .  
c o n f l i c t s  were n o t  disclosed. 

L i t t l e  a c t i v i t y  has begun on the part of the lessees and 

For one of the leases, w e  noted that  a problem had developed 
when the landowner would not  permit the lessee t o  begin  geothermal 
lease o p e r a t i o n s  because he was n o t  aware that  the minera l  i n t e r e s t s  
belonged to the United States and t h a t  h is  land  had been leased. 
(The owner does n o t  reside on the land, but uses it for graz ing . )  
A USGS off ic ia l  con tac t ed  the landowner and informed him about 
the minera l  r i g h t s  being r e se rved  and the l e a s i n g  of land for 
development. According t o  the off ic ia l ,  t h i s  s i t u a t i o n  caused 
some embarassment and a minor d e l a y  i n  i n i t i a t i n g  d r i l l i n g  opera- 
t i o n s .  W e  con tac t ed  the owner and found tha t  he w a s  i n  the 
Process  of t r y i n g  t o  n e g o t i a t e  an agreement w i t h  t h e  lessee. 
A t  the t i m e  of o u r  c o n t a c t ,  the owner d id  no t  i d e n t i f y  having  
any problems w i t h  the lessee. 
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CHAPTER 4 

EXISTING LEGISLATION PROVIDES STOCKRAISING 

LANDOWNERS SOME PROTECTION FOR T H E I R  LAND USE 

The t i t l e  t o  s t o c k r a i s i n g  lands  is encumbered by t h e  Federal 
Government's mineral  r e se rva t ion .  The i n t e r e s t  of t h e  landowner 
is sub jec t  t o  t h e  r i g h t  of t h e  Government or i t s  lessee t o  e n t e r  
and occupy t h e  s u r f a c e  of t h e  land i n  order  to  mine and remove t h e  
miner a1 h i l e  t h e  mineral  es ta te  is dominant, t h e  landowner is 
af forded  some p ro tec t ion .  The purpose fo r  which t h e  lessee occu- 
pies t h e  surface m u s t  be reasonably i n c i d e n t  t o  t h e  mining and 
removal of t h e  mineral .  Furthermore, t h e  lessee may u s e  on ly  so 
much of t h e  s u r f a c e  a s  is requi red  t o  accomplish t h i s  purpose. 
The lessee should  conduct  h i s  o p e r a t i o n s  w i t h  due c a r e  fo r  t h e  
landowner 's  u s e  of t h e  land. Regardless of whether negl igence 

be shown, t h e  lessee w i l l  be l i a b l e  f o r  damages t o  t h e  
s or t a n g i b l e  improvements of t h e  landowner t h a t  r e s u l t s  from 

t h e  lessee's e x e r c i s e  of h i s  r i g h t s .  O f  cou r se ,  t h e  lessee may 
v o l u n t a r i l y  agree to  provide t h e  landowner w i t h  g r e a t e r  t han  t h e  
minimum p r o t e c t i o n  a f forded  by law. Also, t h e  law is s i l e n t  as 
to  t h e  method by which compensation may be paid. 

RIGHTS ASSOCIATED WITH MINERAL 
AND NONMINERAL ESTATE 

P r i o r  t o  1909, p u b l i c  lands  were d isposed  of as  e i the r  
e n t i r e l y  minera l  o r  e n t i r e l y  nonmineral i n  c h a r a c t e r .  T h i s  
came t o  be considered i n e f f i c i e n t ,  however, because some p u b l i c  
l a n d  was u s e f u l  f o r  both a g r i c u l t u r e  and t h e  product ion of sub- 
s u r f a c e  minera ls .  Where l a n d s  were va luab le  f o r  both uses, 
t h e s e  uses could be served by a s e p a r a t i o n  of e s t a t e s - - the  
nonmineral estate could be disposed of s e p a r a t e l y  from t h e  
mineral estate. Beginning i n  1909, t h e  Congress passed a 
ser ies  of acts al lowing fo r  such  d i s p o s i t i o n  of p u b l i c  lands.  
One of these acts was t h e  S tockra i s ing  Homestead A c t ,  passed 
i n  1916. 

Under a u t h o r i t y  of t h e  ac t ,  t h e  S e c r e t a r y  of t h e  I n t e r i o r  
opened selected federally-owned l ands  t o  homestead en t ry .  Fol- 
lowing e n t r y  and compliance w i t h  t h e  requirements  of t h e  ac t ,  
t h e  i n d i v i d u a l  became e n t i t l e d  t o  a p a t e n t  t r a n s f e r r i n g  t i t l e  
t o  t he  land. In t r a n s f e r r i n g  t i t l e ,  t h e  United States  r e t a i n e d  
ownership of a l l  mine ra l s  l oca t ed  on t h e  land by inc luding  i n  t h e  
p a t e n t  a mineral  r e s e r v a t i o n  clause. T h i s  mineral  r e s e r v a t i o n  
recently--January 1977--has been i n t e r p r e t e d  through a c o u r t  
d e c i s i o n  t o  i n c l u d e  geothermal steam. 
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B a s i c a l l y ,  t h e  pa t en tee  o r  landowner rece ived  t i t l e  t o  a l l  ' 
r i g h t s  i n  t h e  l a n d  which were not  reserved.'  Because of t h e  mine- 
ral r e s e r v a t i o n  -clause, r i g h t s  t o  t h e  mine ra l s  and other a s soc ia t ed  
r i g h t s  remained w i t h  t h e  n i t &  States. The present landowner who 
t r a c e s  h i s  t i t l e  back t o . t h e  o r i g i n a l  p a t e n t  can take no more than 
t h e  o r i g i n a l  pa t en tee  had.' Since t h e  mineral r e s e r v a t i o n  was n o t  
p e c u l i a r  t o  t h e  o r i g i n a l  p a t e n t e e ,  t h e  p r e s e n t  landowner 's  t i t l e  is 
, a l s o  s u b j e c t  t o  t h e  miner r i g h t s  reser d by the'  United States. 

The r i g h t s  'of t h e  Un d States are found in '  s e c t i o n  9 of  t h e  
act. T h i s  s e c t i o n  was incorpora ted  i n t o  t h e  s t o c k r a i s i n g  home- 
stead p a t e n t s .  Along w i t h  ownership of the minerals i n  t h e  l ands  
pa t en ted ,  t h e  United States reserved  t h e  r i g h t s  t o  p rospec t  f o r ,  
mine and remove t h e  minerals, inc luding  t h e  r i g h t  t o  occupy as  much 
of t h e  surface a s  necessary  for purposes  reasonably  i n c i d e n t a l  t o  
these r i g h t s .  Furthermore, ' the United States  s t i p u l a t e d  t h a t  ther 
mine ra l s  d e p o s i t s  would b ubject  t o  d i s p o s a l  i n  accordance w i t h  
t h e  laws i n  effect  a t  t h e  m e  of d i s p o s a l .  No role' was s p e c i f i e d  
f o r  t h e  p a t e n t e e  i n  t h e  d i s p o s a l  process .  ' T h u s ,  u n l e s s  subsequent 
laws governing t h e  d i s p o s a l  of t h e  minerals were t o  i n c l u d e  t h e  
p a t e n t e e  and succeeding owners of t h e  pa ten ted  l a n d ,  t h e  landowner 
would have no vo ice  i n  t h i s  process. The Geothermal Steam A c t  
es tab l i shed  t h e  procedure f o r  l e a s i n g  federally-owned geothermal 
steam, inc luding  t h e  geothermal steam loca ted  on l a n d s  pa ten ted  
under t h e  S tockra i s ing  Homestead A c t ,  b u t  d i d  no t  i nc lude  owners 
of s t o c k r a i s i n g  homestead lands- i n  ' t h e  process .  ' 

t h e  minera l  r i g h t s ,  cannot  transfer or lease anything g r e a t e r  than  
it has. The p a t e n t  e s t a b l i s h e s  a p a r t i c u l a r  r e l a t i o n s h i p  between 
t h e  United States  ( t h e  o r ig ina l  landowner who conveys t i t l e  through 
t h e  p a t e n t )  and t h e  p a t e n t  or landowner. The United S t a t e s  can- 
n o t  subsequent ly  a l te r  t h a  e l a t i o n s h i p  and expand its r i g h t s  t o  
t h e  land beyond those  expr l y  reserved  without  t h e  agreement of 
t h e  p a t e n t e e  or successo r s  to. th'e p a t e n t e e .  However, i n  l e a s i n g  
its r i g h t s  t o  a t h i r d  pa r ty ,  the United States c o u l d . c o n d i t i o n  t h e  
l e a s e ,  l i m i t i n g  t h e  exer 'c ise  of those  r i g h t s .  There is no evidence 
i n  e i ther  t h e  Geothermal Steam Act or t h e  geothermal lease form 
prepared pursuant  t o  t h a t  ac t  t h a t ' t h e  United States  intended t o  
l i m i t  a lessee's r i g h t s  b posed by t h e  Stock- 
r a i s i n g  Homestead A c t .  

subsequent landowners and t o  assure simultaneous m u l t i p l e  u s e  of 
t h e  pa ten ted  l and ,  t h e  Congress s t i p u l a t e d  t h a t  any person who 
q u a l i f i e s  t o  e x e r c i s e  t h e  r i g h t s  t o  prospect'  f o r ,  mine,-and 
remove a minera l  and t h e  associated r i g h t s  of t r y  and occupa- 
t i o n s  of t h e  surface would be l i a b l e  t o  t h e  1 owner for a l l  
damages t o  c rops  and t a n g i b l e  ,improvements ,on , t h e  land . F u r t h e r -  
more, any person who uses s t r i p ' o r  open p i t  mining methods i n  
e x e r c i s i n g  h i s  r i g h t s  t o  t h e  minerals would be l i a b l e  t o  t h e  
landowner f o r  t hose  damage 
purposes  . 

L i k e  t h e  o r i g i n a l  p a t e n t e e ,  t h e  United States, a8 owner of 

To p r o t e c t  t h e  and by t h e  pa t en tee  and 

o t h e  va lue  of t l i e ' l and  for g raz ing  
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While t h e  landowner can demand cer ta in  damages from t h e  per- 
son who enters  h i s  land  t o  p rospec t  f o r ,  mine, and remove minera ls ,  
and t h a t  person is l i a b l e  t o  t h e  landowner f o r  those damages, t h e  
landowner cannot block s u c h  pe r son ' s  r i g h t  o f  e n t r y  t o  p rospec t  
o r  h i s  r i g h t s  of  r e e n t r y  and occupat ion of t h e  surface t o  mine and 
remove t h e  mineral. Without surface r i g h t s  of  a c c e s s  t o  reach t h e  
mineral ,  mineral  ownership would be rendered wor th less .  Thus,  t h e  
a c t  and . t h e  p a t e n t s  i s sued  pursuant  t o  t h e  a c t  have been i n t e r p r e t e d  
t o  g i v e  t h e  minera l  es ta te  dominance; t h e  i n t e r e s t s  of t h e  p a t e n t e e  
and h i s  successo r s  became sub jec t  t o  t h e  r i g h t s  of  t h e  owner o r  
t h e  owner's lessee o f  t h e  reserved  minera l  d e p o s i t s .  

PROTECTION AFFORDED STOCKRAISING 
LANDOWNERS BY THE ACT 

To reach t h e  mineral, t h e  person q u a l i f i e d  t o  exercise t h e  
m i n e r a l  r i g h t s  can l e g a l l y  i n t e r f e r e  wi th  t h e  landowner 's  u s e  of 
h i s  l and  by occupying t h e  su r face .  However, t h e  r i g h t  t o  occupy 
t h e  surface is n o t  unl imited;  it is l i m i t e d  by a s t anda rd  of 
reasonableness  a s  t o  purpose and e x t e n t ;  

--The purpose fo r  which t h e  s u r f a c e  is occupied 
m u s t  be reasonably i n c i d e n t  t o  mining and 
removal o f  t h e  mineral :  

--Only so much of t h e  s u r f a c e  a s  is requ i r ed  t o  
s a t i s f y  t h a t  purpose may be used. 

T h e  ac t  does  n o t  d e f i n e  a s t anda rd  of reasonableness .  Although t h e  
courts  have touched on t h e  issue o f  lessees' use of surface land  
i n  two c a s e s  (see app. 11), it is d i f f i c u l t  t o  d e f i n e  a s tandard  
o f  reasonableness  f o r  s t o c k r a i s i n g  lands .  The Bureau h a s  t a k e n  a 
p o s i t i o n  based on a s o l i c i t o r ' s  op in ion  t h a t  t h e  c o n s t r u c t i o n  and 
o p e r a t i o n  o f  an  e lec t r ica l  powerplant by a geothermal lessee on 
s t o c k r a i s i n g  homestead l a n d  is n o t  a v a l i d  exercise of  t h e  lessee's  
r i g h t  t o  occupy t h e  surface. 
u s e s  of t h e  s u r f a c e  can  be made by agreement between t h e  lessee and 
landowner. I f  a n  agreement cannot  be  reached on t h i s  issue, t h e n  a 
de te rmina t ion  may have t o  be made by t h e  courts on a case-by-case 
basis.  

The reasonableness  of p a r t i c u l a r  

Damaqes r e s u l t i n g  from 
permissible mininq o p e r a t i o n  

and occupy t h e  surface, h e  m u s t  pay t h e  landowner f o r  damages t o  
c rops  and t a n g i b l e  improvements which  resu l t  from t h e  exercise of  
h i s  r i g h t .  T h i s  is n o t  meant t o  r e s t r i c t  t h e  lessee's o p e r a t i o n s  
b u t  t o  provide  t h e  landowner some p r o t e c t i o n  for  h i s  u s e  of t h e  
land .  

While t h e  lessee has  p r a c t i c a l l y  an un inh ib i t ed  r i g h t  t o  e n t e r  

The lessee and landowner can a g r e e  on t h e  amount of damages. 
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O r ,  t h e  landowner can b r ing  an a c t i o n  under t h e  bond as provided 
for i n  t h e  act  when he feels damages have occurred and ask t h e  
court  t o  f i x  t h e  amount of damages, 

I 
I '  
1 

7 ,  

Tangible  improvements 

The S tockra i s ing  Homestead Act does n o t  d e f i n e  t h e  term "tan- 
. g i b l e  improvements," Also, t h e  l e g i s l a t i v e  h i s t o r y  does not ind i -  

cate what Congress intended,  
s t a tu t e  was intended t o  encourage homesteading of  rangeland i n  
order  t o  stimulate stoc 

and a 1949 amendment t o  t h e  act  sugges t  t h a t  " t a n g i b l e  improvements" 
is bimi ted  t o  s t o c k r a i s i n g - r e l a t e d  improvements. In  1928,  t h e  
Supreme Court i n t e r p r e t e d  "improvement" as used i n  an ear l ier  agr i -  
cu l tu ra l  homestead act  . to cover on ly  agr icu l tura l  improvements. In  
1 9 4 9 ,  Congress extended a lessee's l i a b i l i t y  t o  l o s s  i n  land va lue ,  
b u t  on ly  f o r  g raz ing  purposes.. 

A t  t h e  time of i ts  passage, t h e  

s i n g  i n  t h e  West, 

r p r e t a t i o n  of a similar homestead ac t ,  The Supreme Court 



. CHAPTER 5 

ALTERNATIVE METHODS FOR 

COMPENSATING LANDOWNERS 

The Federal  Government could take v a r i o u s  a l t e r n a t i v e  
approaches t o  ensure  t h a t ' s u r f a c e  e s t a t e  owners are s u f f i c i e n t l y  

ed for the  impacts o f  geothermal development on s tock-  
ands.  These a r e  presented  i n  t h i s  chap te r  i n  response 
q u e s t  t h a t  s u c h  a l t e r n a t i v e s  be s t u d i e d  and inc luded  f o r  

c o n s i d e r a t i o n  by t h e  House In te r ior  -and I n s u l a r  Affairs Committee. 
There are varying opin ions  both f o r  and a g a i n s t  t h e  d i f f e r e n t , m e t h -  . 
ods proposed. Although some of these a l t e r n a t i v e s  might requlre 
l e g i s l a t i o n ,  w e  do no t  -advocate any new l e g i s l a t i o n  and, i n  f a c t ,  
b e l i e v e  t h e  Government ought no t  t o  be ' involved  i n  n e g o t i a t i n g  

f any, compensation is a p p r o p r i a t e  f o r  t h e  landowners. 

e compensation methods i d e n t i f i e d  and considered i n c l u d e  
(1) paying an in t e r im  r e n t a l ,  followed by r o y a l t i e s  based on t h e  
s e l l i n g  p r i c e  of t h e  steam; (2.) providing landowners w i t h  t h e  
op t ion  of  matching t h e  high bid on t h e  lease and, t h u s ,  the r i g h t  
of f i r s t  refusal;  (3)  having7the Federa l  Government e i ther  pur-  
chase t h e  surface r i g h t s  o r  se l l  t h e  mineral r i g h t s  a t  f a i r  market 
va lue ;  a n d ,  ( 4 )  al lowing landowners and lessees t o  w o r k  o u t  compen- 
s a t i o n  f o r  t h e  s i t i n g  of any e lectr ic  powerplants.  

i n t e r i m  r e n t a l / r o y a l t y  compensation, they  would s e t t l e  for  any 
method t h a t  would enable  them t o  o b t a i n  what t hey  b e l i e v e  is a f a i r  
and e q u i t a b l e  compensation. However, t h e  owners expressed cons ider -  
able oppos i t i on  t o  t h e  proposal  t h a t  t h e  Federa l  Government o f f e r  
t o  purchase s t o c k r a i s i n g  land chosen f o r  geothermal development. 

Although most of t h e  s t o c k r a i s i n g  landowners would p r e f e r  an 

RENTAL AND ROYALTY COMPENSATION 

Most surface owners of s t o c k r a i s i n g  land a t  t h e  Geysers seem 
t o  feel  they  s h o u l d  be compensated f o r  geothermal lease o p e r a t i o n s  
on the i r  l and  by r ece iv ing  an annual rent per  a c r e  and a r o y a l t y  
based on g r o s s  p rof i t s .  

r s  as t o  what is considered t o  be f a i r  compensation. 
he r o y a l t y  t o  be paid by t h e  lessee o r  j o i n t l y  w i t h  

t h e  Federal Government. 
deny Owners t h e  r i g h t  t o  n e g o t i a t e  compensation i n  t h e  form of 
r e n t s  and r o y a l t i e s ,  Federal  o f f i c i a l s  and geothermal deve lopers  
are g e n e r a l l y  opposed t o  t h e  percentage  of t h e  r o y a l t y  being 
reques ted  by t h e  owners and t o  any l e g i s l a t i o n  e s t a b l i s h i n g  royal-  
t ies as  a means of  compensation because of t h e  p o s s i b l e  effect  on 
o t h e r  minera l  l e a s e  development. 

Various r o y a l t y  pe rcen tages  have been 

Al though e x i s t i n g  l e g i s l a t i o n  does not  

. 
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Royalties beinq requested by owners 

Many surface owners a t  the Geysers had agreements w i t h  geo- 
thermal developers providing them rents and royalt ies before t h e  
court decision t h a t  geothermal resources d i d  no t  belong to  the 
landowner causing them t o  lose compensation. These owners are try- 
ing to  recapture t h i s  los t '  compensation from t h e  Federal Government 
and/or lessees. As stated ear l ie r ,  landowner agreements provided 
them annual rentals ranging from $1 to a hundred dollare per acre 
and royalt ies of 10-to 12.5-percent. 
impacts which Federal geothermal lease operations may have on their  
land u s e ,  surface. owners a t  the,Geysers be l i eve  they  are e n t i t l e d  
t o  royalty payments. The royalties--which owners believe should be 
received-range from a @smalln or ."reasonablen percentage (i.$. , 
no specific percentage i d  t i f i e d )  to  a 1 5  percent royalty paid 
jo in t ly  and equally by t h e  lessee and the Federal Government. 

among other t h i n g s ,  that  compensation be paid i n  t h e  form of a 
percentage of t h e  bonus bid a t  t h e  time of lease sa l e ,  and a royalty 
of not less than 5 percent of t h e  steam sold thereafter.  

To compensate them for t h e  

A stockraising landowners group a t  t h e  Geysers is  requesting, 

Other stockraising landowners i n  t h e  Geysers area who responded 
to  our questionnaire indicated t h e i r  desire for a variety of interim 
rent and royalty payments, including 

--a small royalty, 

--a reasonable royalty, 

--an interim $50 t o  $100 per acre annual 
rent w i t h  a 5 percent royalty, 

--an i n t e r i m  annual rent per acre 
a 2- to 2.5-percen 

--annual rent of $50 per acre w i t h  a 
1 0  percent royalty, 

--annual rent per ac 
owned and a 2. 

--interim rent of $5 
and a 7.5 percent 
Federal Government, and 

or a l l  acreage 
percent royalty, 

l t y  paid by t h e  

--one-half of the bonus bid plus a 2.5 
* percent royalty. 

i 
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Of the 86 owners who responded to our questionnaire, 32 
owners indicated that royalties are the kind of compensation 
landowners should receive for geothermal development on their 
land. The remaining 54 owners did not specifically state that 
royalties are the type of compensation they should receive. 
Since the questionnaires were .sent to owners identified by the 
landowner’s group, many responses reflect similarities to the 

’ 

n put forth by the group. However, the individual 
es indicate that.some owners believe less than a 5 percent 

c greater royalty percentage should be paid. These differences 
- may occur because of the varied land uses by individual owners or 
&rean-effort by some’to get back the total amount of compensation 
k&”was ”taken away by the court decision, rather than just a 

would be fair compensation, while others believe that a 

’ sation for the impacts of geothermal development. 

Some geothermal developers indicate a will- 
ingness to pay a small overriding royalty 

R 

Although some landowners have indicated that something less 
than a 5 percent royalty would be acceptable compensation, many 
owners seem to favor a 5 percent or larger royalty. On the other 
hand, some geothermal developers have indicated a willingness to 
negotiate a 1- to 2.5-percent royalty with an interim annual rent 

’ until production begins. 

A geothermal developer who is involved in one of the nine 
stockraising leases issued has indicated a willingness to nego- 
tiate a 1- to 2-percent overriding royalty compensation agreement 
but said he will go to court before paying a 5 percent royalty. 
The lessee also indicated a willingness to pay an annual rental 
on the actual stockraising acreage used but not on the owner’s 
entire acreage. As indicated above, some owners believe that 
the annual rent per acre should be based on tge total number of 
acres owned and not just the smaller number of acres actually 
used during the geothermal development phases. 

Another geothermal developer who had lease agreements with 
stockraising landowners before the court decision that geothermal 
belongs to the United States believes that surface owners should 
be compensated out of the revenue received by the Federal Govern- 

t. According to this developer, the owner should receive 
one-half of all the compensation the Federal Government receives. 
Although this developer does not currently have a Federal geo- 
thermal lease at the Geysers, the developer indicated a willing- 
ness to compensate owners with an overriding royalty of 2-to 
2.5-percent if he is successful in obtaining a Federal geothermal 
lease on stockraising land. 

situations exist where one private party owns the mineral rights 
and another the surface land that the surface owner has negotiated 
an overriding royalty of 1-to 2-percent from the geothermal 
developer. 

Other geothermal developer representatives mentioned that 

30 



I ,  

While there are elopers who may be w i l l -  
are Federal o f f i c i a l s  and Other 
e idea of  royalty compensation 

to  owners and the effect  it may have on geothermal development. 
The feeling also exis ts  that  i f  legislation is enacted granting 
royalt ies to  owners for geothermal lease operations, it may s e t  a 
precedent for other Federal mineral lease operations. 

surface owners should not receive compensation i n  the form of 
royalties. They stated tha t  both the original ' and subsequent 
ownbrs purchased the l a  a t  a price which refJected the value 
of the land without the inera1 rights. ' m e  original owners 
purchased the land a t  a r ice  of not more than $1.25 per acre. 
Moreover, when the land as,purchased, the surface Owners should 
have been aware that  the mineral r ights  belonged.to the Government 
and one day might be developed even though the s ta tus  of steam 
was somewhat unclear.. 

of 5 percent--which res I ts  i n  an overall  17.5-percent payment 
i n  royalt ies,  including the 12 .5  percent payable t o  the Federal 
Government--then it may become uneconomical for development. One 
geothermal developer representative stated that  a 5-percent over- 
riding royalty is  economically too strenuous t o  bear. 
geothermal developer representative s t a t ed  that  h i s  company w i l l  
go t o  court before paying a 5-percent overriding royalty t o  the 
surface owner . 

I n  the opinion of of f ic ia l s  from both ,the BLM and USGS, the 

I f  lessees are responsible for paying an overriding royalty 

Another 

Officials from BLM, USGS, and several geothermal developers 
agree that  i f  new legislation i s  passed granting the landowners 
a percentage of the bonus bid and not less than a 5cpercent roy- 
alty--as being proposed by the landowners'group a t  the Geysers-- 
t h i s  may s e t  a precedent for other stockraising landowners where 
leases have been issued for o i l ,  gas, and other miherals. These 
o f f i c i a l s  are  oppose 6 i n  general. . 

. Estimated cost  of 'a 
5 -percent royalty 

request to  receive a roya 
value for the steam sold , 0 estimate. m e  factors 
tha t  determine t h i s  would be the number of wells ultimately 
d r i l l e d  and the price f steam-generated e l ec t r i c i ty  Over the 
next 30 t o  50 years. ndoubtedly, t h i s  could run  into millions 
of dollars.  

The dollar amount associated 

A USGS'official who had many years of experience working 
w i t h  the o i l  and gas indus t ry  ,stated that  an average steam 
well is  equivalent t o  a 300-barrel-a-day oil w e l l .  
5-percent royalty, $25 per barrel  and 30 days per month, the 

Assuming a 
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surface owner would receive a cash equivalent of $11,250 per 
month for each well. Based on these projections, the surface 
owner would receive, over a period of 10 years, $1,350,000 for 
each well located on the property. I n  accordance w i t h  the 
September 1978 Environmental Assessment Report, approximately 
16 wells w i l l  be necessary to support a 110-megawatt power 
plant. Thus, an owner could receive millions of dollars i f  
one of these plants were located and powered by the geothermal 
wells on h i s  land. 

OPTION TO MATCH H I G H  LEASE BID 

I f  stockraising homestead landowners were given the option 
to  match the high competitive lease bid--similar t o  that provided 
owners who acquired California State land with the minerals 

with any geothermal developer t o  obtain the best compensation 
possible. 
numerous owners ind ica ted  a preference for t h i s  alternative.  

rved to  the State-owners would be able t o  m a k e  arrangements 

Although not the' method of compensation most favored, 

Status of matchinq high 
bid i n  California 

California State law provides tha t  the State Lands Commis- 
sion (SLC) may designate State lands for geothermal leasing and 
issue leases for the exploration and development of t h i s  resource. 
Leases are i s s u e d  t o  the highest responsible qualified bidder. 
W i t h  regard to lands i n  which the State holds the geothermal 
rights but i s  not the surface owner, the surface owner has the 
r i g h t  t o  match the high lease bid. 

T h e  State of California owns 25,000 acres of mineral reserve 
land a t  the Geysers. A t  the time of our  review, the Commission 
had issued leases on s i x  parcels totaling 1,514 acres. The 
surface owners matched the high bid i n  f ive of s i x  leased land 
parcels totaling 1,474 acres. The one instance where the surface 
owner d id  not match the high bid involved a 40-acre parcel. 
the time of our review, two other parcels totaling 240 acres 
had been put up for lease; however, the lease had not yet been 
i s sued  pending qualification approval of the  high bidder. 

A t  

I n  making t h i s  option available t o  stockraising landowners, 
the competitive system of: issuing a lease to  the high bidder could 
be seriously disrupted. This apparently i s  the si tuation i n  
California and could also become applicable t o  Federal geother- 
mal leasing if t h i s  option is  adopte# by the  Federal Government. 

According t o  an of f i c i a l  from the SLC, the provision where 
. the surface owner has the option to  match the high bid is  

unfair. He stated that  i n  past lease sales where the surface 
owners matched the high bid, they aeeigned their  r ights  t o  
developers who had previously entered into lease agreements w i t h  
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. .  
them. I n  each case where the surface'owner matched the high 
bid,  the original high bidder d id  not recieve the lease. Conse- 
quently, i n  h i s  opinio 0th the geotherma developers and SLC 
are wasting their  time money par t ic ipat  g i n  .the competitive 
bids .  As a resul t ,  the State is merely acting as a lease broker 
for the surface owners. T h i s  o f f i c i a l  stated that  it would be a 
mistake for the Federal Government to  add th i s  provision-to i t s  
geothermal lease program. 

Since numerous stock aising landowners had agreements w i t h  
geothermal developers prior 'to the court 'decision that  t h i s  
resource belonged t o  the United States, and some of these agree- 
ments would remain i n  effect  i f  the developer recovered the 
high bid,  the chances are relatively high tha t  the owners would 
elect  to  remain w i t h  thes developers . The resul t  would probably 
be that the original high idder would not receive the lease. 

I f  owners chose t o  s 'with the former developers, the 
effect  could be substantial. A s  indicated by our question- 
naire to  surface owners, 61 owners or 58 percent indicated 
they had agreements w i t h  geothermal developers before it was 
determined t h i s  resource belonged to  the United .States. f n  
addition, 33 owners, or about 50 percent of those who indicated 
their feeling on t h i s  matter, support an option t o  match the 
high bid.  
option 

FEDERAL GOVERNMENT SELLS MINERAL 
INTERESTS OR BUYS SURFACE LAND 

Of the 33 owners, 29 strongly support such an 

The Secretary of the Inter ior  i s  , under certain 
conditions, to  s e l l  the mineral r ights owned by the United States 
where the surface is i n  non-Federal ownership, such a s  stockrais- 
ing homestead land. I f  e land qualifies, . , the surface owner 

resource 
nterest;s,however, it As unlikely tha t  

A possible a l t e r  

The  Federal Land Policy and Management A c t  
r izes  the Secretary of the Snterdor .  t o - s e l l ' t h e  
reserved t o  the United States underlying surface land which has 
been conveyed t o  private ownership. Therefore, owners of stodc- 
raising homestead land are permitted t o  buy mineral interests  from 
the United States. However, the act  sets  forth two provisions, 

f 1976 autho- 
iner-1 interests  

I 
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one of which must  be m e t ,  b e f o r e  such a t r a n s a c t i o n  can t ake  
p l a c e .  Sec t ion  209 of t h i s  A c t  s t a t e s  t h a t  

" ( b ) ( l )  The Sec re t a ry ,  a f t e r  c o n s u l t a t i o n  w i t h  the  
a p p r o p r i a t e  department or agency head, may convey 
minera l  in te res t s  owned by the Uni ted  S t a t e s  where 
the s u r f a c e  i s  or w i l l  be i n  non-Federal ownership, 
r e g a r d l e s s  o f  which Federa l  e n t i t y  may have admin- 
istered the s u r f a c e ,  i f  he f i n d s  (1) t h a t  there a r e  
no known m i n e r a l  v a l u e s  i n  the land ,  o r  ( 2 )  t h a t  
t h e  r e s e r v a t i o n  of the m i n e r a l  r i g h t s  i n  the U n i t e d  
S t a t e s  i s  i n t e r f e r r i n g  w i t h  or prec luding  a p p r o p r i a t e  
non-mineral development of the land and t h a t  s u c h  
development i s  a more b e n e f i c i a l  u se  of  t h e  land 
t h a n  minera l  development. 

t h i s  s e c t i o n  s h a l l  be made only  t o  the e x i s t i n g  or 

a d m i n i s t r a t i v e  costs and the f a i r  market v a l u e  of the 
i n t e r e s t s  being conveyed." 

S t o c k r a i s i n g  land located a t  the Geysers or other des ig-  
na ted  resource areas m o s t  l i k e l y  w i l l  n o t  apply under  section 
209 because it is very  d o u b t f u l  the land has  no known minera l  
va lues .  I n  a d d i t i o n ,  o b t a i n i n g  a de t e rmina t ion  t h a t  the non- 
minera l  va lue  of t h i s  s t o c k r a i s i n g  land is  a more b e n e f i c i a l  
land u s e  than  the geothermal r e source  which probably e x i s t s  
under  t h i s  land i s  also doub t fu l .  

( 2 )  Conveyance of minera l  i n t e re s t s  pursuant  t o  

I proposed record  owner of  t h e  s u r f a c e ,  upon payment of 

Many landowners oppose the f e d e r a l  
government buying t h e i r  l and  

Although s o m e  owners suppor t  a n  o p t i o n  of t h e  Federal 
Government buying their  land a t  t h e  f a i r  market va lue  when 
it i s  chosen for geothermal development, a g r e a t e r  number 
o f ' t h e  owners are s t r o n g l y  opposed t o  t h a n  s t r o n g l y  suppor t  such 
a proposa l .  S t o c k r a i s i n g  landowners a t  t h e  Geysers w e r e  asked 
to  determine t h e  degree,  t o  which they  favor  or oppose t h i s  
proposal-- i .e . ,  s t r o n g l y  suppor t ,  g e n e r a l l y  suppor t ,  n e i t h e r  
suppor t  nor  opposer g e n e r a l l y  oppose, s t r o n g l y  oppose. 

I n  response t o  o u r  q u e s t i o n n a i r e ,  29 landowners, or 43 
p e r c e n t  of the 67 who i n d i c a t e d  a response,  s t r o n g l y  oppose 
t he  Federal Government buying t h e i r  l and .  On the other hand, 
15 landowners or 22 percen t  s t r o n g l y  suppor t  t h e  op t ion .  T h i s  
means t h a t  n e a r l y  t w i c e  as many owners s t r o n g l y  oppose as 
s t r o n g l y  suppor t  it. Overa l l  more owners oppose than  suppor t  
t h i s  op t ion .  

I n  a d d i t i o n  t o  the opposition by s u r f a c e  owners,  ano the r  
r ecogn izab le  problem would b e - i n  determining the f a i r  market 
va lue .  However, s i n c e  o t h e r  a l t e r n a t i v e  compensation methods 
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are viewed more favorably, this additional problem is not'being 
addressed. 

COMPENSATION FOR POWERPLANT SITE 

Although the ,Sto kraising Homestead Act permits the lessee 
to use as,much of the surface as neceesary for lease operations 
incidental to prospecting for, mining, and removing reserved 
minerals, a disagreement exists on whether the Federal Govern- 
ment and/or lessees have the reserved right to utilize this' land 
surface for the production of steam-generated electricity. 
Because the steam must be'used nearby the geothermal wells, 
lessees may have to site electrical powerplants on stockraising 
homestead land, therepy denying the owner access to a considerable 
amount of land acreage. Owners claim the right to use geothermal. 
resources on this land was not reserved to the Federal Government 
and, therefore, the lessee must obtain the consent of the owner 
to site a powerplant.. A recent Department of Interior inter- 
pretation of the act supports the owners' ,position but lessees 
and the utilit-y involved do not agree. 

Oil and gas are usually removed from the resource field 
and used elsewhere, but geothermal resources have to be used near 
the well sites, 
steam is transported b pipeline more than a mile, electrical 
powerplants must Above 
ground pipelines transmission lines, and towers are also 
related to the use of 'geothermal:resources, By contrast, oil 
and gas lease operations usually have underground pipelines. 
As a result, if a plant is sited on an owner's land, he or she 
is denied access to more surface land with geothermal lease 
operations than for o 

Because too much heat and pressure is lost if 

e bu I It within the geothermal field. 

ions such as oil and gas. 
' .  

Interior's decision on utilization of qeothermal 
resources supports landowners'.position 

A recent decision within the Department of the Interior 
stated that neither the United States nor a lessee has the 
reserved right under the Stockraising Homestead Act to utilize 
geothermal resources on stockraising land without obtaining the 
consent of the landowner. 
raising landowner in a better position to negotiate €or compen- 
sation with the lessee. 

that "since the United States did no't reserve"the right to utilize 
the surface of land patented €or purposes other than to prospect 
for, mine, and remove reserved resources, it lacks the authority 
to grant a lessee greater rights." 

This decision could put the stock- 

1980, Interior ssociate Solicitor determined . 
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Based on t h e  preceding d e c i s i o n ,  BLM i ssued  an i n s t r u c t i o n a l  
memorandum i n  J u l y  1980 t o  a l l  i ts S t a t e  D i r e c t o r s  s t a t i n g  t h e  
" u t i l i z a t i o n ,  whether  e l e c t r i c a l  or n o n e l e c t r i c a l ,  is beyond t h e  
scope of t h e  Federa l  geothermal lease and r e q u i r e s  t h e  landowner 's  
consent." The memo goes  on to  say  t h a t  t h e  fo l lowing  s p e c i a l  

uld be at tached t o  a l l  geothermal  leases involving 
mestead A c t  lands.  5 

see i n  accep t ing  t h i s  lease acknowledges 
t h a t  a l l ,  o r  p o r t i o n s  of-, the- s u r f a c e  of t h e  
leased l a n d s  are p r i v a t e l y  owned. The lessee fur -  
t h e r  acknowledges t h a t  u t i l i z a t i o n  of geothermal  

p r i v a t e l y  owned lands .  is no t  au thor -  
his lease. If t h e  lessee desires  t o  
i l i z a t i o n  f ac i l i t i e s  on s u c h  l a n d s ,  
'be ob ta ined  from t h e  s u r f a c e  owner(s ) .  
s hereby informed t h a t  t h e  United 

States  w i l l  n o t  par t ic ipate  a s  a t h i r d  p a r t y  i n  
s u c h  n e g o t i a t i o n s ,  and any agreement reached 
between t h e  lessee and t h e  s u r f a c e  owner (s) w i l l  
n o t  be b inding  on t h e  United States. F a i l u r e  t o  
o b t a i n  an agreement w i t h  t h e  surface owner (s) 
w i l l  n o t  a f f ec t  i n  any way t h e  terms o r  r equ i r e -  
ments of t h i s  lease." 

With t h e  above d e c i s i o n ,  it appea r s  as  though t h e  lessee w i l l  
be required t o  n e g o t i a t e  a compensation agreement wi th  t h e  surface 
owner. T h i s  d e c i s i o n  should enab le  s u r f a c e  owners t o  o b t a i n  com- 
pensa t ion  more i n  l i n e  wi th  what t h e y  b e l i e v e  is appropr i a t e .  
Lessees and t h e  u t i l i t y ,  however, do n o t  a g r e e  w i t h  t h i s  d e c i s i o n ,  
bu t  have taken  no a c t i o n  a t  t h i s  p o i n t  t o  c h a l l e n g e  it. 

/ 

Lessees and t h e  u t i l i t y  d i f f e r  
w i t h  powerplant s i t i n q  d e c i s i o n  

The lessees and t h e  u t i l i t y  have i n d i c a t e d  disagreement  w i t h  
t h e  BLM p o s i t i o n  t h a t  lessees have no r e se rved  r i g h t  t o  s i t e  
an  e l ec t r i ca l  powerplant Qn s t o c k r a i s i n g  land  wi thout  o b t a i n i n g  

lessees w n t a c t e d  b e l i e v e  powerplants  may be s i t e d  
on s t o c k r a i s i n g  land  based on t h e  S t o c k r a i s i n g  Homestead A c t ,  t h e  
Geothermal Steam A c t  of 1970, or through condemnation proceedings  
g ran ted  t h e  u t i l i t y  i n  C a l i f o r n i a  which purchases  t h e  steam. 

Federal l a n d s ,  s ta te  t h a t  t h e  lessees have t h e  r i g h t  t o  c o n s t r u c t  
or erect e lec t r ica l  power gene ra t ing  p l a n t s  and t o  use as  much 
of  t h e  surface as  may be necessa ry  for t h e  p roduc t ion ,  u t i l i z a t i o n ,  
and process ing  of  geothermal resources .  

T h i s  lease p r o v i s i o n  seems t o  fo l low t h e  Geothermal Steam A c t  
of 1970,  n o t  t h e  S t o c k r a i s i n g  A c t .  However, t h e  leases s t a t e  t h a t  

The s t anda rd  geothermal leases which a r e  a p p l i c a b l e  t o  a l l  
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t h e  lessees' r i g h t  to  construct powerplants is s u b j e c t  t o  compliance 
w i t h  a p p l i c a b l e  laws and r egu la t ions ,  
t h i s  q u a l i f i e r  lessees who,se leases involve  t o c k r a i s i n g  land have 
no r i g h t  t o  u t i l i z a t i o n ,  

t h e  Geothermal Steam Act and t h e  S tockra i s ing  Homestead A c t .  The 
Steam A c t  en t i t l e s  lessees t o  use t h e  s u r f a c e  as necessary for 
u t i l i z a t i o n  of t h e  geothermal resources .  The S tockra i s ing  A c t  
en t i t l es  lessees t o  use  t h e  sur'face on ly  f o r  purposes reasonably 
i n c i d e n t a l  t o  mining and removing t h e  minera l ,  and does not  expli-  
c i t l y  addres s  u t i l i z a t i o n .  of t h e  minera l ,  The ques t ion  t h a t  needs 
t o  be answered is: Do ssees have a r i g h t  t o  u t i l i z e  t h e  s u r f a c e  
of t h e  land?  T h i s  iss w i l l - u l t i m a t e l y  be set t led $h c o u r t s ,  A 
l e g i s l a t i v e  s o l u t i o n  to  t h e  conf l i c t  may not  be feasible,  Any law 
which would g r a n t  present or f u t u r e  lessees a r i g h t  of u t i l i z a t i o n  
on t h e  surface would, i f  such  a r i g h t  is he ld  t o  reside w i t h  t h e  
p rope r ty  owners, probably be a ' taking of p r i v a t e  p rope r ty  by t h e  
Federal  government f o r  *which compensation would have t o  be paid, 
order  to  avoid t h i s  problem i n  f u t u r e  leases, BLM p lans  t o  a t t a c h  . 
a s t i p u l a t i o n  t o  t h e  lease t h a t  s t o c k r a i s i n g  act  lessees have no 
r i g h t  t o  c o n s t r u c t  powerplants without  ob ta in ing  t h e  landowner's 
consent ,  lJ 

' Another course of a c t i o n  t h a t  may be taken is t h e  use of 
eminent domain granted  t h e  u t i l i t y  i n  C a l i f o r n i a ,  According t o  a 
u t i l i t y  company o f f i c i a l ,  t h e  lessees a r e  r e spons ib l e  for obta in-  
ing  t h e  land t o  s i te  t h e  powerplants and,  i f  unable t o  do so, t h e  
u t i l i t y  can acquire t h e  land needed under i ts  a u t h o r i t y  of eminent 
domain, The o f f i c i a l  f u r t h e r  stated t h a t  t h e  u t i l i t y  has  not  y e t  
used t h i s  method a t  t h e  Geysers and would use emiment domain on ly  
as  a l as t  r e s o r t ,  

Even though lessees and t h e  u t i l i t y  i n d i c a t e d  t h e  owner's con- 
s e n t  i s  no t  requi red  t o  s i te  a powerplant,  we noted t h a t  one lessee 
has  nego t i a t ed  a compensation agreement r e se rv ing  land t o  s i te  a 
powerplant. T h i s  agreement was nego t i a t ed  prior t o  t h e  BLM deci- 
s i o n  t h a t  t h e  owner's consent  is r equ i r ed ,  Because t h e  powerplant 
is i n  t h e  planning s t a g e ,  t h e  exact amount of acres t o  be used has  
n o t  been determined: however, 1 0  t o  20 acres of land is es t imated  
t o  be needed, According t o  t h e  landowner, he w i l l  r e c e i v e  $1,000 
per acre wi th  a guaranteed minimum of $10,000 i f  t h e  developer uses 
less t h a n  1 0  acres of t h e  land, 

BLM argues  t h a t  because of 

T h i s  problem a r i s e s  because of an apparent  c o n f l i c t  between 

I n  

T h i s  I s  t o  be a one-time payment, 

lJHowever, i f  a court  e v e n t u a l l y  decides t h a t  t h i s  s u r f a c e  r i g h t  
r e s i d e s  with t h e  Government, lessees might cha l l enge  such  a s t i p -  
u la t ion ,  It could be argued t h a t  t h e  s t i p u l a t i o n  f o r c e s  a lessee 
to  pay for  t h e  s u r f a c e  owner's consent ,  when he  has no l e g a l  
r i g h t  t o  block c o n s t r u c t i o n  of a powerplant,  
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Lessees m u s t  pay r e n t a l  t o  
s i t e  p l a n t  on Federa l  land 

When geothermal leases a r e  issued on Federa l  l and ,  t h e  lessee 
is requ i r ed  t o  compensate t h e  Federa l  Government for t h e  land needed 
t o  s i t e  a powerplant. To c o n s t r u c t  and o p e r a t e  a powerplant on 
Federal land ,  t h e  lessee must o b t a i n  a l i c e n s e  from BLM and pay an 
annual  r e n t a l  fee i n  a d d i t i o n  t o  t h e  r e n t a l  and r o y a l t y  compensation 
provided f o r  i n  t h e  geothermal lease. 

Department of t h e  I n t e r i o r  r e g u l a t i o n s  r e q u i r e  an annual r e n t a l  
based on t h e  f a i r  market v a l u e  b u t  no t  less than  $100 per acre w i t h  
a reassessment  of t h e  amount beginning w i t h  t h e  t e n t h  year and a t  
10-year I n t e r v a l s .  Reassessment may no t  be made more o f t e n ,  except  
i n  e x t r a o r d i n a r y  circumstances.  The l i c e n s e  is g ran ted  fo r  a p r i -  
mary pe r iod  of 30-years wi th  a p r e f e r e n t i a l  r i g h t  t o  a renewal. 

l and  a t  t h e  Geysers. According t o  a BLM o f f i c i a l ,  t h e  annual r e n t a l  
is based on t h e  f a i r  market va lue  of t h e  land  b u t  because t h e  land 
was valued a t  less than  t h e  minimum requ i r ed  by r e g u l a t i o n ,  t h e  
annual  r e n t a l  for t h e  80 a c r e s  involved is $100 per acre. 

Only one l i c e n s e  has  been i ssued  to  s i t e  a powerplant on Federa l  

, 
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CHAPTER 6 

CONCLUSIONS, RECOMMENDATIONS, AGENCY 

COMMENTS AND OUR EVALUATION 

S tockra i s ing  homestead land a t  t h e  Ge KGRA i n  Cal i fornia  
i s  more than 1.5 times t h e  s t o c k r a i s i n g  land acreage  i n  KGRAs i n  
Wyoming, N e w  Mexico, Montana, and Colorado combined, y e t  t h i s  repte- 
sents on ly  8 percen t  f t h e  t o t a l  acreage a t  t h e  Geysers. Therefore ,  
w h i l e  t h e  g r e a t e s t  p e n t i a 1  fo r  c o n f l i c t s  over geothermal r e sources  
involving s t o c k r a i s i n g  land would seem t o  .be ‘at t h e  Geysers, such 
c o n f l i c t s  probably should have no dramatic  impact on o v e r a l l  geo- 
thermal development. It is possible-depending on t h e  outcome of t h e  
s i t u a t i o n  a t  t h e  Geysers-that con f l i c t s  over geothermal as well as 
o the r  minera ls  on s t o c k r a i s i n g  lands could become a problem elsewhere 
i n  t h e  f u t u r e .  

l e g a l l y  or otherwise--to n e g o t i a t e  what, i f  any, compensation is 
a p p r o p r i a t e  f o r  landowners simply because geothermal development 
t a k e s  place on t h e i r  lands.  B u t ,  we b e l i e v e  t h e  I n t e r i o r ’ s  Bureau 
of Land Management should  e s t a b l i s h  r e g u l a t o r y  procedures  t o  ensu re  
t h a t  landowners are p rope r ly  n o t i f i e d  about geothermal l e a s i n g  p l a n s  
and r e l a t e d  a c t i v i t i e s  on t h e i r  l ands  before they  a c t u a l l y  take 
place. 
lessees and landowners t o  n e g o t i a t e  agreements’ t o  p r o t e c t  t h e  landowners 
aga ins t  damages t o  c rops  and t a n g i b l e  improvements. I n  a d d i t i o n ,  
I n t e r  ior/BLM should cons ider  t h e  e x t e n t  t o  which t h e  bond should 
cover i nd i r ec t  damages t h a t  may occur t o  t a n g i b l e  improvements. BLM’s 
r e c e n t  d e c i s i o n  t o  r e q u i r e  lessees t o  g a h  surface owner consent  
p r i o r  t o  c o n s t r u c t i n g  powerplants on t h i s  land may, un le s s  success- 
f u l l y  cha l lenged  i n  c o u r t ,  provide landowners w i t h  some l eve rage  i n  
n e g o t i a t i n g  compensation agreements a t  l eas t  i n  t h e  production phase 
of  geothermal developmen’t. 

We do not  believe t h e  Government h a s  t h e  r e s p o n s i b i l i t y - e i t h e r  

Also, Interior/BLM should  take what s t e p s  it can to  encourage 

GEOTHERMAL DEVELOPMENT ON 
STOCKRAISING LAND AT THE GEYSERS 

Because of being loca ted  a t  t h e  Geysers,  t h e  owners of stock- 
r a i s i n g  homestead l ands  a r e  being adve r se ly  impacted by geothermal 
development on t h e  surrounding p r i v a t e ,  State  and Federa l  land,  
b u t  obviously a r e  or  d l 1  be impacted t o  a g r e a t e r  degree i f  t h e i r  
l and  is leased f o r  e l o r a t i o n ’ a n d  possible development. The degree  
of impact w i l l  va ry  from owner t o  owner, w i t h  t h e  g r e a t e s t  impact 
being, on those owners who reside on t h e  land t h a t  has  been or w i l l  
be leased. 

by geothermal a c t i v i t y ,  w i t h  a r e s u l t i n g  loss i n  l and  va lue ,  w e  
b e l i e v e  I n t e r  ior/BLM should cons ider  whether t h e  S tockra i s ing  Home- 
stead A c t  shou ld  provide compensation f o r  a dec rease  i n  land va lue  
and in t e r f e rence% w i t h  its .enjoyment and use, 

n c e . c u r r e n t  land  u s e s  may be elimi d ,  reduced, o r  impaired 
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While p r o t e c t i o n  bonds--including one f o r  a minimum amount of 
$5,00O--have been obta ined ,  compensation agreements have been worked 
o u t  between s u r f a c e  owners and lessees fo r  only f i v e  of t h e  n i n e  
leases i ssued  so f a r  i n  t h e  Geysers, However, t h e s e  agreements were 
negot ia ted  p r i o r  t o  t h e  c o u r t  d e c i s i o n  t h a t  geothermal resources  
belong t o  t h e  U.S. and remained i n  effect  when t h e  developer became 
t h e  Federal  lessee. We d id  n o t  f i nd  any agreements worked ou t  since 
t h a t  d e c i s i o n  and--under p re sen t  groundrules--we be l i eve  t h a t  being 
able t o  begin l e a s e  ope ra t ion  by merely f i l i n g  a p r o t e c t i o n  bond is 
a d i s i n c e n t i v e  fo r  t h e  lessee t o  persevere  i n  n e g o t i a t i n g  such  an 
agreement. Therefore ,  BLM should consider how t o  encourage lessees 
and landowners to  e n t e r  i n to  agreements concerning t h e  payment of  
damages fo r  c rops  and t a n g i b l e  improvements. 

Based on t h e  l i m i t e d  geothermal development t h a t  has t a k e n  
p l ace  on s t o c k r a i s i n g  lands i n  t h e  Geysers so f a r ,  t h e  d i f f e r e n c e s  
i n  land u s e ,  and t h e  u n c e r t a i n t y  over what s p e c i f i c  damages a r e  
ac tua l ly  covered,  it is d i f f i c u l t  t o  determine t h e  adequacy of a 
minimum $5,000 s ing le -p ro tec t ion  bond. It  may be adequate t o  
cover damages t o  t a n g i b l e  improvements r e l a t e d  t o  s t o c k r a i s i n g  
a c t i v i t i e s  b u t  no t  s u f f i c i e n t  t o  cover damages t o  a l l  o the r  t an -  
g i b l e  improvements. W e  b e l i e v e  t h e  Government i n  determining what 
level of bond p r o t e c t i o n  i s  a p p r o p r i a t e  shou ld  review t h e  p r e s e n t  
i n t e r p r e t a t i o n  of t a n g i b l e  improvements and cons ider  t h e  e 'x ten t  
t o  which i n d i r e c t  damages should  be allowed. 

In  t h e  p a s t ,  BLM and USGS d i d  not  have a requirement t o  n o t i f y  
landowners of lease sales and t h e  issuance of l e a s e s  involving 
the i r  l and .  The BLM and USGS off ices  i n  C a l i f o r n i a  t h a t  have 
r e s p o n s i b i l i t y  for t h e  Geysers have recognized t h e  need t o  n o t i f y  
landowners and are i n  t h e  process of developing n o t i f i c a t i o n  pro- 
cedures.  We b e l i e v e  t h i s  is a p p r o p r i a t e  and t h a t  s i m i l a r  procedures  
should be developed i n  o the r  States  t h a t  con ta in  s t o c k r a i s i n g  land. 

C o n f l i c t s  s i m i l a r  t o  those occurr ing  a t  t h e  Geysers were no t  
d i s c l o s e d  i n  our review of s t o c k r a i s i n g  homestead land on KGRAs i n  

mal l e a s i n g  h a s  so f a r  taken p l ace  on these lands .  O f  t h e  S t a t e s  
reviewed--outside t h e  Geysers i n  California-geothermal leases 
have been issued only  i n  N e w  Mexico. However, by v i r t u e  of s tock-  
r a i s i n g  land being loca ted  wi th in  KGRAs i n  a l l  of these S t a t e s  
except  Wyoming, t h e  p o t e n t i a l  fo r  s i m i l a r  c o n f l i c t s  does e x i s t .  

Mexico, Colorado, Montana and C a l i f o r n i a ,  e x c l u d i n g  
This  may be due t o  t h e  f a c t  t h a t  very  l i t t l e  geother-  

Moreover, for  t h e  f i v e  States inc luded  i n  our review-acreage- 
wise--there are over 10 times more s t o c k r a i s i n g  l ands  wi th in  Known 
Geological  S t r u c t u r e s  ( l ee . ,  K G S s  for o i l  and g a s ) ,  as t h e r e  a r e  
wi th in  KGRAs. Much of t h i s  land ha6 been leased f o r  o i l  and g a s  
fo r  y e a r s ,  b u t  w e  d i d  not  f i n d  any evidence of compensation and/or 
bond p r o t e c t i o n  conf l i c t s  concerning s u c h  leases. 
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I f  l e g i s l a t i o n  were enacted providing s t o c k r a i s i n g  land- 
owners compensation beyond t h a t  provided f o r  by e x i s t i n g  l e g i s -  
l a t i o n ,  it might prompt o ther  s t o c k r a i s i n g  landowners w i t h  o i l  
and g a s  l e a s e s  t o  reques t  ' s imi l a r  compensation, Such act ion 
a l so  could s e t  a precedent  f o r  o the r  minera ls .  

EXISTING LEGISLATION PROVIDES STOCKRAISING 
LANDOWNERS SOME PROTECTION FOR LAND USES 

The S tockra i s ing  Homestead A c t  of 1916 s p e c i f i c a l l y  States 
t h a t  t h e  surface owner is t o  be compensated f o r  damages ,to 
c rops  and t a n g i b l e  improvem'ents, BLM has r ev i sed  its e a r l i e r  
i n t e r p r e t a t i o n  t h a t  t a n g i b l e  improvements m u s t  be r e l a t e d  exc lu -  
s i v e l y  t o  s t o c k r a i s i n g  improvements, Its p r e s e n t  interpre-n 
s t a t e s  t h a t  o the r  t ang ib le  improvements a r e  included bu t  t h a t  
t h i s  s t i l l  does not  p e r t a i n  t o  a l l  s u r f a c e  improvements. T h i s  
i n t e r p r e t a t i o n  may be too  broad i n  l i g h t  of t h e  Supreme Court 's  
i n t e r p r e t a t i o n  of a similar homestead a c t  and t h e  1949 s t a tu t e  
concerning land value.  We understand t h a t  t h e r e  is no I n t e r i o r  
S o l i c i t o r ' s  op in ion  on t h i s  issue. We b e l i e v e  I n t e r i o r  shou ld  
review t h i s  i n t e r p r e t a t i o n ,  

Th-e geothermal leases i ssued  on s t o c k r a i s i n g  lands  appear 
t o  g r a n t  lessees t h e  r i g h t  t o  c o n s t r u c t  or  e r e c t  e l e c t r i c  power 
gene ra t ing  p l a n t s ,  pipelines and t ransmiss ion  l i n e s  and t o  u s e  
as much of t h e  surface as may be necessary  fo r  t h e  product ion,  
u t i l i z a t i o n  and process ing  of geothermal resources .  This 
language is r e f l e c t i v e  of t h e  Geothermal Steam A c t  which goes 
beyond t h e  S t o c k r a i s i n g  Homestead A c t .  The l a t t e r  act  permi ts  
t h e  lessee t o  use t h e  s u r f a c e  on ly  t o  t h e  e x t e n t  required f o r  
purposes  i n c i d e n t a l  t o  mining and removing t h e  mine ra l s  b u t  
no t  u t i l i z a t i o n .  

t o  use geothermal r e sources  on s t o c k r a i s i n g  l and ,  However, 
because lessees and t h e  u t i l i t y  a t  t h e  Geysers b e l i e v e  they  have 
t h e  r i g h t  t o  s i t e  powerplants and t h e  i s sued  l e a s e s  do not c l e a r l y  
deny them s u c h  r i g h t ,  t h i  issue may have t o  be resolved i n  t h e  
c o u r t s ,  A l e g i s l a t i v e  so t i o n  would not be p r a c t i c a l  if the  courts 
hold t h a t  t h e  r i g h t  'now r e s i d e s  w i t h  t h e  p rope r ty  owners, s i n c e  it 

I n  J u l y  1980,  BLM ru l ed  t h a t  t h e  owners' consent is required 

bably  involve a Federal  t ak ing  of surface owner r i g h t s .  

ALTERNATIVE COMPENSATION METHODS 

The Feder a1 Gover nme I could take v a r i o u s  a l t e r n a t i v e  ap- 
proaches t o  ensure  t h a t  s face es ta te  Owners a r e  s u f f i c i e n t l y  
compensated f o r  t h e  impacts of geothermal development on stock- 
r a i s i n g  lands,  These a r e  presented  i n  chap te r  5 i n  response t o  
t h e  r eques t  t h a t  s u c h  a l t e r n a t i v e s  be s t u d i e d  and inc luded  f o r  
c o n s i d e r a t i o n  by t h e  House I n t e r i o r  Committee. Although some of 
these a l t e r n a t i v e s  might r e q u i r e  l e g i s l a t i o n ,  we do not  advocate 
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any new l e g i s l a t i o n  and, i n  f a c t ,  b e l i e v e  t h e  Government ought 
not  t o  be involved i n  n e g o t i a t i n g  what, i f  any, compensation i s  
a p p r o p r i a t e  for  t h e  landowners. 

RECOMMENDATIONS TO THE 
SECRETARY OF THE INTERIOR 

The Sec re t a ry  of t h e  I n t e r i o r  should: 

--Require t h a t  BLM develop s p e c i f i c  procedures  fo r  
no t i fy ing  s u r f a c e  owners of lease s a l e s  and t h e  
'ssuance of l e a s e s  involving t h e i r  land for  geo- 
hermal a s  well as o the r  minera l  development; 

--Take what  s t e p s  he can t o  encourage lessees/ 
developers  and s u r f a c e  owners to  e n t e r  i n t o  
agreements concerning payment fo r  damages t o  
c rops  and o the r  t a n g i b l e  improvements. 

--Consider B L k ' s  i n t e r p r e t a t i o n  of t h e  term 
" t a n g i b l e  improvements" as set  o u t  i n  BLM's 
memorandum o f  December 21, 1979. 

--Consider t h e  e x t e n t  t o  which compensation f o r  
i n d i r e c t  damages t o  t a n g i b l e  improvements 
should be allowed and whether t h e  S tockra is ing  
Homestead A c t  should provide compensation f o r  a 
decrease  i n  t h e  va lue  of t h e  land and i n t e r f e r e n c e  
w i t h  i ts use and enjoyment, 

AGENCY COMMENTS AND 
OUR EVALUATION 

We obtained comments on our d r a f t  r e p o r t  from t h e  Department 
of t h e  I n t e r i o r  which a r e  inc luded  i n  appendix IV. I n t e r i o r ,  
f o r  t h e  most p a r t ,  ag rees  w i t h  our recommendations and s t r o n g l y  
endorses  t h e  conclus ion  t h a t  t h e  Government shou ld  not g e t  involved 
i n  determining what, i f  any, compensation is  a p p r o p r i a t e  fo r  t h e  
landowner, I n t e r i o r  o f f e r e d  s e v e r a l  o t h e r  comments which we con- 
s ide red  and changes were made i n  t h i s  f i n a l  r e p o r t  where deemed 
appropr i a t e .  Their more s u b s t a n t i v e  comments are f u r t h e r  addressed 
below. 

I n t e r i o r  stated t h a t  our recornmendations t o  n o t i f y  landowners 
of lease s a l e s  involving t h e i r  l ands  and t o  encourage lessees t o  
a t tempt  t o  work o u t  agreements w i t h  landowners would cons t i t u t e  a 
f a i r  and adequate system. 

I n t e r i o r  f e l t  t h a t  our d r a f t  r e p o r t  was confusing where we 
suggested t h a t  t h e  geothermal lessee had t h e  o p t i o n  of n e g o t i a t i n g  
an agreement or  ob ta in ing  a bond. I n t e r i o r  po in ted  out t h a t  regu- 
l a t i o n s  r e q u i r e  a bond be posted before  e n t e r i n g  leased l ands  
r e g a r d l e s s  of any such  agreement. We agree  t h a t  bonds were posted 
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i n  a l l  cases and have r ev i sed  t h e  f i n a l  r e p o r t ,  However, we  b e l i e v e  
it is important t o  p o i n t  o u t  t h a t  t h e  S tockra i s ing  Homestead A c t  does  
permit  t h e  lessee t o  pos t  a bond i n  l i e u  of a compensation agreement. 
The r e g u l a t i o n s ,  cited above, a r e  based on t h e  Geothermal Steam Act - -  
n o t  t h e  S tockra i s ing  Act--&nd go a s t e p  f u r t  
p r i o r  t o  e n t r y ,  

i 

I 

i 
1 agreement, 

i I n t e r i o r  contended t h a t  t h e  d r a f t  r e p o r t  implied a s u b s t a n t i a l  
misconception by s t a t i n g  t h a t  c e r t a i n  t a n g i b l e  improvements a r e  n o t  
covered by p r o t e c t i o n  bonds and enclosed a l e t t e r  dated December 21, 
1979, t o  BLM's C a l i f o r n i a  S t a t e  Di rec tor  t o  suppor t  i ts  p o s i t i o n ,  
I n  reviewing I n t e r i o r ' s  comment, w e  again examined t h e  meaning of 
t h e  term " t a n g i b l e  improvements", We b e l i e v e  t h a t  t h e  1928 Supreme 

mining sugges t  t h a t  t h e  term may be l i m i t e d  t o  a g r i c u l t u r a l  improve- 
ments .  In  a d d i t i o n ,  a l though t h i s  l e t t e r  s t a t e s  t h e  bond is t o  be 
s u f f i c i e n t  t o  p r o t e c t  the s u r f a c e  owner from a l l  d i r e c t  damages, 
it a l s o  states t h a t  no t  a l l  s u r f a c e  improvements should n e c e s s a r i l y  

ments a r e  covered. 

1 F i n a l l y ,  I n t e r i o r  noted a c o n f l i c t  between t h e  
Homestead A c t  and t h e  Geothermal Steam A c t  over t h e .  lessee's r i g h t  
t o  u t i l i z e  geothermal resour  s on s t o c k r a i s i n g  l ands ,  (See page 

by r e q u i r i n g  a bond 
These r e g u l a t i o n s  make no mention of a compensation 

I 

I 
1 

i Court ca se  and t h e  1949 amendment concerning damages from open p i t  

I be inc luded .  From t h i s  l e t t e r ,  it is s t i l l  
1 
~ 

I 

I 50, paragraph 2, and page 51 p o i n t  number 6 , )  . I n t e r i o r ' s  corn- 
m s  t o  be i n  

i 1 t ak ing  of p rope r ty ,  
I 

I 

1 

I 
I 
i 
I 

i 4"  J 
1 
I 
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Dear M r .  Staats: 

During the course of the hearings by the Subcommittee on Mines 
and Mining of the Interior and Insular Affairs Committee, a matter 
of some controversy was raised by Congressman Don H. Clausen relat- 
ing to the relationship between owners of surface estates in the West 
by virtue of the Stock-Raising Homestead Act of 1916 and the lessees 
of the Federal Government with rights to exploration and development 
of the mineral estate owned by the Federal Government. As you know, 
the Stock-Raising Homestead Act of 1916 conveyed to certain individ- 
uals patent to Federal lands for the purpose of agricultural and 
stockraising purposes. The conveyance, however, took place while 
the mineral estate was.retained by the United States Government. In 
1970, the Congress passed and the President signed into law, the Geo- 
thermal Steam Act permitting the United States Government to lease 
geothermal steam resources to private individuals for the purposes 
of exploring for and developing that resource. At the time of the 
passage of the Act it was unknown whether geothermal steam resources 
could be classified as water or as a mineral. Last year the United 
States Supreme Court, in denying certiorari, upheld a ruling which 
declared that geothermal steam resources were indeed a mineral and 
thus were subject to leasing by the United States Government on lands 
in which the United States Government owned the mineral estate. 

is evident, these factors raised the possibility of a con- 
etween the owner of the surface estate under the Stock-Raising 

Homestead Act and the lessee of the mineral-geothermal estate. While 
the lessee has the right to entry upon the land and the use of so 
much of the land as is necessary for the development of the resource, 
nevertheless, the surface owner has a stgtutory right of compensation 
for damages to his property. While the intent of the Stock-Raising 
Homestead Act with regard to compensation appears clear, it may well 
be that that provision has been too narrowly interpreted or is, in 
fact, inadequate as written. 
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* -  

AS is clear from there dre indeeL potential 
conflicts and, at the present time, an absence of factual material 
concerning that conflict. In order to be able to properly address 
this question, it is important that Congress have be 
information and analy 

Therefore, we he 
prepare a study to be completed on or before January 1, 1981, inves 
gating statutory answers as well as the need for newstatutory re- 
sponse. It is the intent of this Committee that the study include, 
but not be limited to the'question of: 
for a residential building, the right of compensation for denied ac- 
cess, the right of compensation for opportunity costs, the right of 
compensation for nuisance and noise, the right of compensation'for 
.power production plant siting,. alternative methods for paying corn- 
pensation, as well as the adi;quacy of bonding provisions currently 
required of lessees. 
attention to these issues as they relate to the situation in the 
Geyser-Calistoga Known Geothermal Resource Area in California to 

re it all the 
vailable on this subject. 

request that the General Account 

the right of  compensation , 

' 

We also request that the study pay particular 
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COURT CASES ON LESSEES' USE 

OF SURFACE LAND 

I n  two cases invo lv ing  leased l and  where t h e  mine ra l  i n t e r -  
e s t s  were r e se rved  t o  t h e  United S ta tes  unde r  t h e  S t o c k r a i s i n g  
Homestead A c t ,  t h e  c o u r t s  have touched on t h e  issue o f  t h e  lessees 
use  o f  s u r f a c e  land .  Thesexases  inc lude :  Holbrook v. Con t inen ta l  
O i l  Company, 278 P. 2d 798 (1955) ;  Bourdieu v. Seaboard Oil Corpor- 
a t i o n ,  1 0 0  P. 2d 528 (1940); 110 P. 2d 973 ( 1 9 4 1 ) ,  1 4 6  P. 2d 256 
( 1 9 4 4 ) .  I n  t h e  Holbrook case, t h e  A g r i c u l t u r a l  En t ry  A c t  1/ and 
t h e  S t o c k r a i s i n g  Homestead A c t  were involved.  
1 5  o i l  w e l l s  on t h e  t rac t .  Because t h e  w e l l s  produced a mixture  

nd water, a t ank  b a t t e r y  was c o n s t r u c t e d  ' to  separate t h e  
water from t h e  o i l .  C o n t i n e n t a l ' s  o p e r a t i o n  o f  t h e  wells and t h e  
t a n k ' b a t t e r y  r e q u i r e d  employees t o  be  p r e s e n t  f o r  a f u l l  24-hour 
day. To accommodate t h i s ,  t h e  o i l  company b u i l t  three dwe l l ings  
t o  house employees. 
t o  be reasonably  i n c i d e n t  t o  t h e  mining and removal o f  o i l  from 
t h e  l ands .  On appea l ,  t h e  Supreme Court  o f  Wyoming, reasoning  
t h a t  issues concerning use  of t h e  s u r f a c e  were q u e s t i o n s  05 f ac t  
t o  be determined at trial', d e c l i n e d  t o  i n t e r f e r e  w i t h  t h e  lower 
c o u r t  de t e rmina t ion .  

C o n t i n e n t a l d r i l l e d  

A S ta te  t r i a l  c o u r t  determined these d w e l l i n g s  

A s  i n  t h e  Holbrook case, t h e  causes o f  a c t i o n  i n  t h e  Bourd ieu  
cases were brought  under both  t h e  A g r i c u l t u r a l  En t ry  A c t  and t h e  
S t o c k r a i s i n g  Homestead A c t .  
c o r r a l s ,  f e n c e s ,  sheep  runs ,  and o the r  s t r u c t u r e s  i n  connec t ion  
w i t h  h i s  farm and sheep ranch. Seaboard O i l  Corpora t ion ,  having 
acqu i red  t h e  mine ra l  r i g h t s ,  e n t e r e d  t h e  l a n d  and d r i l l e d  16. 
w e l l s .  I n  connec t ion  w i t h  i t s  o i l  p roduc t ion  o p e r a t i o n s ,  Sea- 
board b u i l t  an e l a b o r a t e  system of support f ac i l i t i e s  inc lud ing  
roads ,  f u e l  ?as l i n e s ,  wet gas  . l i n e s ,  gas  l i f e  l i n e s ,  water 
l i n e s ,  o i l  l i n e s ,  compressor p l a n t s ,  c o o l i n g  towers ,  water  t a n k s ,  
o i l  s t o r a g e  t a n k s ,  and sh ipp ing  pumps. These  f a c i l i t i e s  were 
connected t o  wells located on o t h e r  l a n d s  under d i f f e r e n t  owner- 
s h i p  i n  a d d i t i o n  t o  t h e  wells l o c a t e d  on t h e  patented l ands .  
Seaboard argued t h a t  t h i s  was necessa ry  f o r  e f f i c i e n t  and econo- 
mical o p e r a t i o n  o f  a producing o i l  f i e l d  whose boundar ies  d i d  
n o t  c o i n c i d e  w i t h  t h e  surface boundaries .  A C a l i f o r n i a  Dis t r ic t  
Cour t  of Appeals he ld  t h a t  t h e  o i l  lessee cou ld  n o t  burden t h e  
surface w i t h  f a c i l i t i e s  used i n  t h e  p roduc t ion  of o i l  from other  
p r o p e r t i e s ,  r e g a r d l e s s  of t h e  c o n f i g u r a t i o n  o f  t h e  under ly ing  
o i l  f i e l d .  The  Cour t  d i d  n o t  address t h e  issue of whe the r  these 
par t icu lar  u s e s  were reasonable  u s e s  o f  t h e  surface. The C o u r t  

The homestead owner b u i l t  a home, 

, 

- l /Another ac t  t h a t  r e se rved  minera l  i n t e r e s t s  t o  t h e  United 4 

States.  
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was confronted only with-the issu is reasonable to 
use the surface of the le th operations on 
other lands. 

The U.S. Court of 
a similar situation in 
Smith, 471 F. 2d 594 ( 
a road on land patente 
oil from producing we1 
lessees are restricted 
extent: of their partic 
may have been modified 
surface for developmen 
surface the production 

ul over the 
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PHASES OF GEOTHERMAL DEVELOPMENT 

PRELIMINARY EXPLORATION 

such as geologic and land mapping, geochemical and geophysical 
surveys,  water ana lys i s  and temperature s t u d i e s ,  and possibly,  
s h a l l o w  (300 to  ~500 f e e t )  temperature gradien t  holes. 
crete opera t ions  are: 

Prel iminary exploration involves nonintensive u s e  o f  land, 

The dis- 

1. Off-road foo t  t r a f f i c .  

2. Exis t ing  road or t r a i l  use; 

3. 'Off-road l i g h t  veh ic l e  use. 

4. Poss ib le  t r a i l  improvements f o r  

temperature grad ien t  holes .  

Since the temperature g rad ien t  holes usual ly  r e q u i r e  no more 
than  a few days to  d r i l l ,  they are normally l imi t ed  to  e x i s t i n g  
roads and trails .  I t  is  expected tha t  only s m a l l  amounts of t r a i l  
improvement would be necessary to  move i n  the trudr-mounted d r i l l -  
ing  equipment. 

EXPLORATION D R I L L I N G  

Explorat ion d r i l l i n g  is  the d r i l l i n g  of the f i r s t  w e l l s  t o  
The prove the exis tence  and limits of  the geothermal resource. 

discrete opera t ions  are: 

1. Road construct ion.  

2. D r i l l  s i te  cons t ruc t ion .  

3. Truck and other veh ic l e  travel. I 
4. Dri l l i ng .  

5. W e l l  t e s t i n g .  

6 .  Waste disposal. 

7 .  W e l l  vent ing or bleeding. 

A series of  deep t e g t  w e l l s  are necessa'ry t o  eva lua te  the 
e x t e n t  o f  the resource. The d r i l l  l oca t ions  a r e  selected on 
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the basis of findings during khe initial exploration. 
phase requires the use of a large drilling rig ana associated 
large truck 8 .  

FIELD DEVELOPMENT 

This 

Field development is the continued drilling in order to 
provide enough reserves to supply a power generation facility. 
It is assumed that, in adjacent areas, approximately 16 wells 
are necessary to support one 110-megawatt powerplant. Based on 
the estimate that from 800 to 1,000 surface acres are required 
to support one such plant, if full development occurs, it is 
poS6ible that seven 110-megawatt generation facilities could be 

erations, as follows: 

drilling is necessary to provide replacement wells. 
crete operations 

The dis- 

Crete operations are: 

3. Surface 
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United States Department of the Interior 
OFFICE OF THE S E C , m T m Y  
WASHINGTON, D.C. 20!240 

(xlr specific mrments on the mrt follow. Please mte that while 
Qxmwts I, 4, 8, 14, 15 and 18 are editorhl in nature, the ra'Eiinder 
are substantive. We l m ~  these latter cummts will receive careful 
consideration in prepration of the final report. 

1. 

2. mge 11, last sentence - It is si-if-t that the ~ U ' S  

Page I, first SenteIXe - lbXo** the report, the phrase 
"the Geysers" should appear as "m Geysers." 

decision was based on a Solicitor's opinion WNCh, although 
discussed later in the r e p r t ,  is not ref- here. 

3. Paw 111, thhd paragraph - This KtI3~m is wnfUShg. 
suggests that a Federal g e o w  lessee has the op+n of 
negotiating an agremzit w i t h  a surface owner OF o m i n g  
a bond fnm the W t .  A hond wt be porW for every 
Federal geothermal lease prior to enw on the leased l h  
(43 mt 3206.1-1(c)) regudless  of any su=h a m t .  

It 

l/Year should be 1981. 
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- lease issued 
Yaning aha. 

5. paSe V, second paragraph - W s  paragraph amtains a substantial 
mi-. It inplies that certain tangihte pqxrty inprow- 
m t s a r e n o t c n v e n 3 3 b y ~ ~ h .  IheBureauhas 
Bpecifickrlly stated that the brd is intended to pxotect the 

' surface awner..fm all dbsct dmge that my z=wonably be 

aR?nmzdm dated DeCeItkr 21, 5979, to the Bureau's California 
likely to result to all tangible property on the lease. A 

State  D k c t o r  is enclosed for clarificatiOn. 

n t  6, 

lease, krt must obtain t b s e  
rights frxm the surface owner. S-E solicitor's opinion sup. 
porting this p s i t i o n  is enclosed for your review. ~k m u  
also point ouk that the utilization right claintxl by lessees .I 
and the utilities at The Geysercj i s  rnade subject to apl?licable 
lawst including the stO&dshg ,Ad, by GectiQo1 l(b) 
of tk - Fpeothenndl lease form (copy enclosed). 

7. Pwe VIf becQnd mcmumdation - see cunnmt #3. 

8. Pase 1-3, last paragram, line 6 - The mrd "SEOUL-OE" s k u  
be substituted for "lands" for the sake of clarity. 

9. Page 2-15, first paragraph - ~ e e  Cxamwt X3. 

10. Page 2-15, par- - ~ e e  aCmnent P5. 

11. Page 2-16, pantgraphs im and three - see cunnmt 13. 

12. 

13. 

Pa* 2-20, first im lines - €ee amrent #3. * .  

#3. 

raising 1-s associated" w i t h  "tb Stockraising - 
Assxiation. " 

15. paSe 3-1, line six - add the mrd "sU=h" klxeen "hn and 
"am?age*" 

paSe 2-21, fkst im lines and 
14. Page 2-24, paragraph, fourth line - #'a stock- 

. 

16. 

17. Pap 4-7, f h t  ~ g r a ~ 4 1  - ~ e e  -t t5. , 

Page 4-4, seaond paragraph - 6ee m t  #6. 

18. Page 5-17, l h s  five Bnd ten - Repla= "utility1* with 
"utilities. I' 

- 
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19. Page 5-17, fourth paragraph - ~ e e  e t  #6. 

20. Page 6-2, first patagraph - see ccntm%k #3. 

21. Page 6-4, seam3 paragraph - see ccnment t 4 .  

22. Page 6-5, seoond mgW?h - See Ccrrment X5- 

23. Page 6-7, secnnd paragraph - see Ccrrment 13. 

 gain, thank you for the oprtmity to ccmmt on this draft report. - 
I 

I qb/--. L&rU E. MeierIm 

Assistant !%a=t=Y, 
Follcy, Budget and Mninistratian 

11 
3Ehclosures - 
-1.1 - Iease Farm 
mcl, 2 - Solicitor's Opinion 
mcl. 3 - E I I O ~  Dee. 21, 1 9 7 9 1 . a  

Geathepndl DiXdopmt of Reserved 
Mineral Interests ard surface 
owrrer's Right 

I 
I 

l/These documents are not included i n  this  report. 
I - 
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