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OVERSIGHT HEARING ON “THE ABANDONED
MINE LANDS PROGRAM”

Thursday, July 24, 2003
U.S. House of Representatives
Subcommittee on Energy and Mineral Resources
Committee on Resources
Washington, DC

The Subcommittee met, pursuant to call, at 2:05 p.m., in room
1334, Longworth House Office Building, Hon. Barbara Cubin,
[Chairman of the Subcommittee] presiding.

Present: Representatives Cubin, Rahall and Neugebauer.

Mrs. CUBIN. The oversight hearing by the Subcommittee on
Energy and Mineral Resources will come to order. This Sub-
committee is meeting today to hear testimony on the Abandoned
Mine Lands Act. Under Committee Rule 4(g) the Chairman and the
Ranking Minority Member can make opening statements, and then
if any other members come, they can have their statements in-
cluded in the record.

STATEMENT  OF THE HON. BARBARA CUBIN, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF
WYOMING

Mrs. CUBIN. The Subcommittee meets today to focus on problems
within the Abandoned Mine Lands Program. When Congress
passed the Surface Mining Control and Reclamation Act of 1977,
or SMCRA, it recognized that the Federal Government had an obli-
gation to clean up years of lax regulation of coal mining operations
and direct the reclamation of abandoned coal mines around the Na-
tion.

To fund this reclamation effort it established a fee on coal pro-
duction, to be collected by the Office of Surface Mining, in the
amount of 35 cents per ton for surface mined coal, 15 cents per ton
for underground mined coal, and 10 cents per ton of lignite. In
1977, western coal mines were just beginning to establish them-
selves, and western politicians wanted to ensure that a portion of
the AML fees went back to the states from which they were col-
lected.

A compromise was reached by which 50 percent of the share
would be returned to the state of origin and the other 50 percent
would be disbursed by the Federal Government based on historic
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coal production and other Federal priorities. Oh, how I wish that
were the case today.

Almost $6 billion has been collected for the program since its in-
ception, with just about $3.2 billion of that intended for reclama-
tion projects. The program was initially meant to take only about
12 years to complete, but despite the enormous amount of money
that has already been collected, it is estimated that it will take at
least an additional $6 billion and anywhere from 12 to 100 years
to complete work on priority one and priority two sites.

As we look to authorize the AML program, we must ensure that
our cleanup efforts are reasonable and efficient so that we don’t
just keep throwing good money after bad.

The largest problem we face is that the money being collected is
not being appropriated back to the states and to the AML program
as it should be. The original 1977 statute made a commitment that
half of the money would be returned to the states from where they
were collected.

The House and Senate appropriators have not been applying the
funds to the states nor to the projects that need to be funded. In
fact, a little over half of the funds are being appropriated. Year
after year Congress has failed to live up to its promises and states
like Wyoming and West Virginia are suffering the consequences.

Wyoming’s unappropriated State balance alone is now $375 mil-
lion, and the total unappropriated State balance nationwide is as
high as $971 million. This is a huge sum of money that could be
put to legitimate reclamation needs.

As we look to reauthorize this program we need to find a solution
to this appropriations problem, and compel Congress and the ad-
ministration to live up to their commitments and return the 50 per-
cent state share balances to the states where they were collected.

When the AML fund was first started the vast majority of coal
production was in the east where most of the reclamation work
now needs to be done. Over the past couple of decades though, coal
production has migrated west. Wyoming-mined coal currently pays
for over 40 percent of the entire AML program. Wyoming money
is being used to clean up eastern problems. Future funding of the
AML program must ensure that one region of the country does not
pay for a disproportionate share of the reclamation work from an-
other region and from a different era.

Further, the law was amended in 1992 to use a portion of the
interest earned by the AML fund to support the combined benefits
fund that pays for unassigned beneficiaries or retired mine workers
whose former companies are no longer in business and no longer
pay for their health care premiums.

Rising prescription drug costs, lower interest rates and an in-
creasing pool of unassigned beneficiaries are stretching the com-
bined benefits fund to its limits. We need to address how we can
continue to adequately fund the health care benefits of these re-
tired mine workers. That is something we must do.

I know many of you here today have a strong interest in this
area, and I believe I speak for the entire Subcommittee when I say
that we are going to do our very best to find a solution to this
portion of the problem.
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I believe the CBF obligation and our debt to those workers who
toiled in the mines and mills and helped us power to victory in
World War II and beyond is a national responsibility, not one that
should be heaped upon the shoulders of Wyoming and a limited
number of other coal-producing states. If it is a national problem,
it needs a national solution, not one that is supported by the AML
fund alone.

I also believe that we can bring additional money into the system
through the issuance of Government backed bonds, as Mr.
Kanjorski has proposed in his bill, which I have signed on as a co-
sponsor. Not only do we need to repay the states for the money
that they have paid into the fund, we also ought to provide them
with additional tools to address their health and environment con-
cerns.

We have before us today representatives of the broad stakeholder
interest in the AML fund. We will hear many different perspectives
and priorities about reauthorization of SMCRA. I want us to take
in each of these perspectives and begin to build a consensus on
some key issued regarding reauthorization. This is a very complex
and often contentious issue, but it is an issue that is important to
all of us, and we owe the American people a rational and common-
sense solution.

Reauthorization of the AML fund should be about keeping prom-
ises. We need to keep our promises to the retired mine workers so
that their health benefits are secure. We need to keep our promises
to those regions of the country that have been promised reclama-
tion of their abandoned coal mine sites, and we need to keep our
promise to the states that have paid into the AML fund.

I look forward to working with Mr. Rahall and other members
of the minority, with the administration, the states, and all of the
various stakeholders to find a solution that is good for the Nation,
goodlfor our environment, and keeps our promises to the American
people.

Finally, I would like to welcome Marion Loomis, who is President
of the Wyoming Mining Association, as well as John Masterson,
counsel to Governor Freudenthal of Wyoming. They both do a good
job for our home State. Mr. Loomis has been working with me since
I was in the State legislature and we have been friends for a long
time. I look forward to hearing from them on this issue.

I would like to welcome all of our witnesses today, and I look for-
ward to hearing their testimony.

[The prepared statement of Mrs. Cubin follows:]

Statement of The Honorable Barbara Cubin, Chairman,
Subcommittee on Energy and Mineral Resources

The Subcommittee meets today to focus on problems within the Abandoned Mine
Land Program. When Congress passed the Surface Mining Control & Reclamation
Act of 1977, or SMCRA, it recognized that the Federal Government had an obliga-
tion to clean up years of lax regulation of coal mining operations and direct the rec-
lamation of abandoned coal mines around the nation.

To fund this reclamation effort it established a fee on coal production, to be col-
lected by the Office of Surface Mining, in the amount of 35 cents for per ton for
surface mined coal, 15 cents per ton for underground mined coal, and 10 cents per
ton of lignite. In 1977, western coal mines were just beginning to establish them-
selves and western politicians wanted to ensure that a portion of the AML fees went
back to the states from which they were collected.
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A compromise was reached by which 50 percent of the share would be returned
to the state of origin, and the other 50 percent would be disbursed by the Federal
Government based on historic coal production and other Federal priorities. Oh, how
I wish that was the case today.

Almost $6 billion has been collected for the program since its inception, with
about $3.2 billion of that intended for reclamation projects. The program was ini-
tially meant to take only about 12 years to complete. But, despite the enormous
amount of money already collected, it is estimated that it will take at least an addi-
tional $6 billion and anywhere from 12 to 100 years to complete work on priority
one and two sites.

As we look to re-authorize the AML program, we must ensure that our clean up
eit:forti a&‘e reasonable and efficient so that we don’t just keep throwing good money
after bad.

The largest problem we face is that the money being collected is not being appro-
priated back to the states and to the AML program as it should be. The original
1977 statute made a commitment that half of the money would be returned to the
states from where they were collected.

The House and Senate Appropriators have not been applying the funds to the
states nor to the projects that need to be funded. In fact, little over half of the funds
are being appropriated. Year after year, Congress has failed to live up to its prom-
ises, and states like Wyoming are suffering the consequences.

Wyoming’s unappropriated state balance alone is now $375 million dollars and the
total unappropriated state balance nationwide is as high as $971 million. This is
a huge sum of money that could be put to legitimate reclamation needs.

As we look to re-authorize this program, we need to find a solution to this appro-
priations problem and compel the Congress and Administration live up to their com-
{nitn:ients to return the 50% state share balances to the states where they were col-
ected.

When the AML program was started, the vast majority of coal production was in
the East where most of the reclamation work needs to be done. Over the past couple
of decades, though, coal production has migrated West. Wyoming mined coal cur-
rently pays for over 40% of the AML program. Wyoming money is being used to
clean up Eastern problems. Future funding of the AML program must ensure that
one region of the country does not pay for a disproportionate share of the reclama-
tion work in another region from a different era.

Further, the law was amended in 1992 to use a portion of the interest earned by
the AML fund to support the Combined Benefits Fund that pays for unassigned
beneficiaries—retired mineworkers whose former companies are no longer in busi-
ness and no longer pay for their health care premiums.

Rising prescription drug costs, lower interest rates and an increasing pool of unas-
signed beneficiaries are stretching the Combined Benefits Fund to its limits. We
need to address how we can continue to adequately fund the health care benefits
of these retired mine workers. I know many of you are here today have a strong
interest in this area, and I believe I speak for the entire Subcommittee when I say
that we are going to do our best to find a solution to this portion of the problem.

I believe the CBF obligation and our debt to those workers who toiled in the
mines and mills and helped power us to victory in World War II and beyond is a
national responsibility, not one that should be heaped upon the shoulders of Wyo-
ming and a limited number of other coal-producing states. If it’s a national problem
it needs a national solution, not one supported by the AML fund alone.

I also believe that we can bring additional money into the system through the
issuance of government-backed bonds as Mr. Kanjorski has proposed in his bill,
which I have signed on to as a co-sponsor. Not only do we need to repay states for
the money they paid into the fund, we also ought to provide them with additional
tools to address their health and environmental concerns.

We have before us today representatives of the broad stakeholder interests in the
AML fund. We will hear many different perspectives and priorities about re-author-
ization of SMCRA. I want us to take in each of these perspectives and begin to build
consensus on some key issues regarding re-authorization. This is a very complex
and often contentious issue, but it is an issue that is important to all of us and we
owe the American people a rational and common-sense solution.

Reauthorization of the AML Fund should be about keeping promises. We need to
keep our promises to the retired mine workers so that their health benefits are se-
cure. We need to keep our promises to those regions of the country that have been
promised reclamation of their abandoned coal mine sites. And we need to keep our
promise to the states that have paid into the AML fund.

I look forward to working with Mr. Rahall, with other members of the minority,
with the Administration, the states and all of the various stakeholders to find a so-
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lution that is good for the Nation, good for our environment and keeps our promises
to the American people.

Finally, I would like to welcome Marion Loomis, President of the Wyoming Mining
Association, as well as John Masterson, Counsel to Governor Freudenthal of Wyo-
ming. They both do a good job for our home state, and I look forward to working
with them on this issue.

I would also like to welcome all our witnesses testimony today, and look forward
to hearing their testimony.

Mrs. CUuBIN. I ask unanimous consent that the gentleman from
Texas, Mr. Neugebauer be allowed to participate in the hearing
today. Is there any objection?

Hearing none, so ordered, and you may be seated at the dais.

I would like to recognize Mr. Rahall for his opening comments.

STATEMENT OF THE HON. NICK J. RAHALL, II, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF
WEST VIRGINIA

Mr. RAHALL. Thank you, Madam Chair. I appreciate very much
your having this hearing today.

In regard to your opening comments, there was very little if any-
thing with which I disagreed, and I found it to be rewarding to
work with you over a number of years, not only on this issue but
a number of issues that have come before our Resources Com-
mittee, and this is a challenge that is before us. We shall meet this
challenge and continue to resolve it, try to resolve it in an equi-
table fashion and in a way that you said so very well, keeps a
promise to our coal miners and keeps a promise to the coal fields
of this Nation.

This is an important program, the Abandoned Mine Reclamation
Program. It is one which I played a small role in devising and in
nurturing these long years since 1977. That was my first year in
Congress. This particular legislation was the first legislation upon
which I served on a Conference Committee in my tenure in this
body. It was there that hot August day, August 4th, 1977 in the
Rose Garden of the White House, standing behind Jimmy Carter
when he signed this legislation into law, with both industry and
environmentalists in attendance for that bill-signing ceremony.

This hearing I am sure will involve discussions involving statis-
tics, formulas and investment strategies, which is all fine and ap-
propriate, but I fear we may be missing the real point.

Many years ago it struck me what the issue is really about, and
that is the courage, the conviction of the people of the Appalachian
region and indeed those in our coal fields throughout this great Na-
tion. It is about the sacrifices made by our people and of our land
in an effort to produce the coal which ignited the industrial revolu-
tion, made this Nation the great superpower that it is, and which
today fires the technological revolution by being the fuel which gen-
erates over one half of our electricity.

But make no mistake about it, with that coal production came
a legacy, a legacy of shattered landscapes and shattered lives. Res-
titution, I would submit, must be made. The wrongs of the past
have begun to be corrected, but the job is by no means completed.

Today then, with the same conviction as we embarked upon in
the aftermath of the Buffalo Creek disaster in 72, I join those who
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call upon this Congress to fulfill the promise made in that land-
mark "77 legislation to reclaim Appalachia, to restore her lands and
waters and to bring them back to productive uses by reauthorizing
the Abandoned Mine Reclamation program, to reclaim those shat-
tered landscapes, many of which pose a threat to human health
and safety.

Today then, with the same conviction a former generation
showed in places like Blair Mountain in 1921 or more modern
times such as the 1989 labor dispute with Pittston Coal in the Vir-
ginia and West Virginia coal fields, with that same conviction I join
those who call upon this Congress to keep the promise made by the
Federal Government to our Nation’s coal miners by moving upon
remedial legislation to salvage the health care of some 50,000 re-
tired coal miners and their dependents, to reclaim lives, many of
which have been shattered by Black Lung Disease, now that they
are in their hour of need. This is the restitution about which I
speak.

We as a Nation owe it to them to move on legislation to finish
the job of reclaiming all remaining high-priority abandoned coal
mine sites, and we owe it to them not to abandon the coal miner
while engaged in that pursuit. The eyes of the coal field commu-
nities and coal mining families are upon us this day.

So to this gentleman from West Virginia this is a matter of jus-
tice. It is a matter of human dignity. It is a matter of respect. It
is one which I shall never flag nor fail in efforts to accomplish.

I appreciate your help in this effort, Madam Chair. Thank you.

Mrs. CUBIN. Thank you, Mr. Rahall. Certainly we share the same
goals in our efforts here.

You heard the buzzers go off. Unfortunately, we have a series of
votes that will last about 2 hours. I really regret that. The best
that we can do I think is just go ahead and recess now. Mr. Holden
and Mr. Kanjorski, do you want to go ahead and do your 5 minutes
testimony or would you rather come back?

Mr. KANJORSKI. I would rather come back.

Mrs. CUBIN. All right.

Mr. HOLDEN. Madam Chairwoman, if I could briefly summarize
my testimony, because I have a Conference Committee meeting in
2 hours when you are going to reconvene.

Mrs. CUBIN. That would be great. The Chair recognizes Mr.
Holden.

STATEMENT OF HON. TIM HOLDEN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. HOLDEN. Thank you, Madam Chairwoman and Mr. Rahall.
Thank you for allowing me to participate in this hearing today and
to testify about this problem that we are facing in many areas
across the country, our abandoned mine land reclamation.

Madam Chairwoman, as you mentioned, and Mr. Rahall men-
tioned in your opening remarks, this is a problem that needs to be
addressed, that the formula is flawed, that the appropriators are
not using the funds for its intended purposes and that is true in
many areas of the country, but it is certainly true in the Common-
wealth of Pennsylvania.
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The Commonwealth of Pennsylvania has a several billion dollar
problem with abandoned mine reclamation and acid mine drainage
that is strangling our ability to clean up our environment and to
attract industry into the coal regions of Pennsylvania, particularly
the anthracite coal regions of Pennsylvania, where Mr. Kanjorski
and I are proud to reside and to represent the good hard-working
descendants of the people who really worked to fuel the industrial
revolution in this country and to give us the resources to win World
War II.

As a result, Madam Chairwoman, as you mentioned in your
opening remarks, in the last several decades the production of coal
in this country, whether you get the resources or whether the
Federal Government gets the resources to address this problem,
has shifted to the west, and as a result of that, our production is
at an all-time low, and based on a formula, that is not being ad-
ministered that Congress intended since 1977, and based on the
lower production that has occurred in the anthracite coal fields, we
are faced with a situation where we have over a billion dollars in
problem areas that need to be cleaned up. The Commonwealth of
Pennsylvania received approximately $25 million a year from the
fund. The anthracite region receives about 25 percent of that. You
do not have to be a graduate of the Wharton School to figure out
how long it would take to clean up the abandoned mine problems
that we face in the anthracite coal region.

I realize that balance needs to be worked out here, that the west,
particularly Wyoming, is doing an awful lot of the production right
now, as you mentioned, Madam Chairwoman, 40 percent. But those
of us feel that we paid the price and that our ancestors paid the
price, and we are left with the scars.

So as we move forward on this problem, we hope that you realize
there needs to be balance, and that those of us in Pennsylvania
and West Virginia, Kentucky, and Southern Illinois, we have prob-
lems too that need to be addressed. We look forward to working
with you to try to find a balanced solution.

My good friend and colleague, Mr. Kanjorski, has a plan that he
has proposed and introduce, which I support, and I will allow him
to elaborate on when you reconvene in a few hours, that talks
about a bonding issue that might be a way to find a solution to this
to be balanced and fair. I know, Madam Chairwoman, you and Mr.
I}Iahall will take a very close look at that, and I thank you for doing
that.

Finally, as Mr. Rahall said in his opening remarks, we must not
also be concerned with abandoned mine lands. We cannot abandon
our miners. This Committee and this Congress, particularly
through the leadership of Mr. Rahall, has stepped up to the plate
and addressed the health and welfare needs of miners, particularly
in the bituminous fields of this country, and I applaud their efforts.

But those of us who represent the anthracite fields also have a
concern that we ask you to consider. Our pension funds for the an-
thracite regions are all but in default. Our coal miners have seen
their pensions go from $90 a month, which is nothing, to $30 a
month that they receive in their pension plan. This is something
that is underfunded. The production in the anthracite field is at an
all-time low, as I mentioned. A compromise that could be worked
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out with industry and with United Mine Workers seems to be not
achievable because of the low production. So I ask again, as you re-
view not only the abandoned mine land issue, that when you re-
view what needs to be done with the health and welfare, you take
an opportunity to look at the serious problem that the anthracite
coal miners are facing, the retirees, when they have their pensions
reduced to $30 a month.

I thank you for the opportunity to present this testimony.

[The prepared statement of Mr. Holden follows:]

Statement of The Honorable Tim Holden, a Representative in Congress
from the State of Pennsylvania

Thank you Ms. Chairman, members of the Committee for holding this hearing
today. I appreciate the opportunity to testify about the importance of the abandoned
mine reclamation fund. This fund is the major source of Federal funding for mine
reclamation, and while it’s important we reauthorize it, we must also correct the
imbalanced distribution of funds back to the states.

Since 1977, the fund has helped improve the quality of life in and around the coal
regions. The Surface Mining Control and Reclamation Act (SMCRA) created the
Abandoned Mine Reclamation Fund and granted the Office of Surface Mining (OSM)
the authority to collect fees. Income to the fund is generated by today’s mine opera-
tors on every ton of coal they mine—ranging from 10 to 35 cents a ton. The program
has collected almost $7 billion over the past 26 years. Pennsylvania receives an av-
erage $25 million each year to address a $4.6 billion problem; over $1 billion alone
is needed for the anthracite region. At that rate, it will take 200 years to fix the
most serious problems.

We have successfully used the fund to clean up toxic mine water, put out mine
fires, and eliminate other abandoned mine hazards, but much work remains to be
done. The primary goal of the program was to fund projects on a priority basis; how-
ever, the current formula holds us back from doing so. Almost 80% of at risk areas
have not been safeguarded. The main problem is the majority of grants distributed
to states are based on current rather than historic production; those who produce
the most coal are receiving the most money. When the program began in 1977 that
seemed fair to most Eastern states since production was high enough to guarantee
that states would receive enough money to tackle abandoned mine problems. How-
ever, coal production has rapidly shifted westward leaving approximately 94% of
abandoned mine problems behind.

Pennsylvania has produced more coal than any other state and consequently, is
home to 1,700 abandoned mines. Statewide, these mines encompass more than
189,000 acres, are distributed in 10 of 19 congressional districts, 44 out of 67 coun-
ties, and in 1/5 of our municipalities. In my district alone, Schuylkill and Dauphin
counties total nearly 25,000 acres. There are 47 coal fires in the state (17 in the
anthracite region) and over 3,100 miles of stream affected by abandoned mine drain-
age. To date Pennsylvania has received $587million of which $275 million has been
spent in our anthracite district- we have some fundamental problems with the way
this formula is written.

Reauthorization presents us with an opportunity to get back to the objective—re-
duce the health and safety hazards posed by abandoned mines. We should adjust
how the fee is collected and direct resources to where the problems are. Right now
there is unspent funds in the trust and some of the money allocated to states is
being used for projects other than coal.

Much has changed in past 25 years and the current structure is no longer capable
of moving us in the right direction. Reclaiming our abandoned mine legacy requires
multiple tools. My colleague, Representative Kanjorski has been working on this
issue for some time and has introduced H.R. 419 to move us forward. Similarly,
Pennsylvania taxpayers have been doing their share to help shoulder the burden of
cleaning up our abandoned mine lands. But we cannot do it alone.

Public health and welfare, restoration of the land, and cleaning of polluted
streams requires modification and reauthorization of the program. At the same
time, we need to ensure that funds can continue to be used to address the problem
of abandoned mine drainage. Failure to act keeps us from achieving total program
success.
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Mrs. CUBIN. Thank you, Congressman Holden. I don’t disagree
with you that your ancestors suffered a lot and gave a lot, and this
problem is a national problem, and it requires a national solution.
In saying that, I just feel that one State shouldn’t bear 40 percent
of a national solution, and absolutely this Subcommittee won’t pass
out any legislation that doesn’t take care of the retired miners and
their benefits.

I don’t have any questions for Mr. Holden.

Mr. Rahall?

Mr. RAHALL. No questions, Madam Chair. I understand Mr.
Kanjorski wants to come back.

Mr. KANJORSKI. I could give my statement now.

Mrs. CUBIN. That would be great.

STATEMENT OF HON. PAUL KANJORSKI, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. KANJORSKI. Madam Chairman and Mr. Rahall, my good
flgend, I am not going to go over a lot of what Tim has talked
about.

Pennsylvania has a particular problem. It has 250,000 acres of
mine-scarred land. It has 100 million cubic feet of burning coal
refuse, and it has 3,000 miles of contaminated streams. The prob-
lem in Pennsylvania is represented in 44 of the 67 counties, or two-
thirds of the Commonwealth have these problems.

To date we have had reclamation work, and the abandoned mine
program has helped, but in a State the size with the proportions
and the problems that we have, it is anticipated that even if all the
funds received were paid out on the proportions they are presently
allocated, it would take more than 200 years to meet the priority
one and priority two problems. I am an optimist, but I do not think
we are going to be around that long, and I am sure we are going
to lose the great assistance of Mr. Rahall sometime during that
200-year period.

So what I have looked at is that we really cannot authorize funds
that long and provide appropriation that long.

What we should do is step back and look at this as a national
problem. It affects 126 congressional districts in the United States.
It is literally millions of acres of land and problems and streams
that are polluted. Rather than trying to put this on the back of the
existing coal mining industry, a good portion of which comes from
Madam Chairman’s State; these companies had nothing to do with
this—they were not even in business when our problems existed
pre to 1977. Then the next solution could be, should we look at the
people in those locales to do something about it?

The fact of the matter is most of this devastation goes back gen-
erations, and the existing populations of these areas, one, are used
to them; they don’t really see the deterioration and the ravages;
two, they have never gained anything from them; if you will study
the population dynamics of the area you will find that they are
generally an elderly population area, heavily senior citizens, who,
the last thing that they need is a local tax burden to try and solve
a problem. So it is not going to be done on a local level.

On a State level, it is bifurcated insofar as major population cen-
ters such as Philadelphia, Pittsburgh in Pennsylvania, have very
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little identity with the coal fields of Pennsylvania and can put
blinders on, and I think that is true to a lot of coal-mining States.

So what I did is I accepted the proposition that Mr. Holden
made, that this was to fuel the American industrial revolution and
the energy this country needed. That is why we suffer these rav-
ages which are sins of more than a century. It should take the en-
tire base of the United States to help pay for the problem. Now,
we are not going to get that in authorization or appropriated funds,
but we can accomplish it if we pass a bill which authorizes tax
credits to be sold on tax credit bonds to the existing market, that
in lieu of paying interest on the bond issue, the buyer of the bond
issue would have the right to take a tax deduction.

By doing that we could assemble a fund of money over the next
30 years of more than $20 billion—

Mrs. CUBIN. Mr. Kanjorski, would you mind coming back, be-
cause I do have a series of questions that I would like to ask you
about your bonding proposal?

Mr. KANJORSKI. Absolutely.

Mrs. CUBIN. Have you completed enough testimony that we can
go vote now?

Mr. KANJORSKI. We can now.

Mrs. CUBIN. Because I really do have some questions.

Mr. KANJORSKI. Very good.

[The prepared statement of Mr. Kanjorski follows:]

Statement of The Honorable Paul E. Kanjorski, a Representative in
Congress from the State of Pennsylvania

Ms. Chairwoman, I welcome this opportunity to testify before you on an issue that
has long been of particular concern to me and to the citizens of Pennsylvania whom
I represent: reclamation of abandoned mine lands.

Pennsylvania has historically been one of the country’s largest coal producing
states. Coal mined in Pennsylvania fueled the industrial revolution and two world
wars. However, much of this mining was done prior to 1977 when the Surface Min-
ing Control and Reclamation Act was passed. Especially in the anthracite region of
eastern Pennsylvania, most of these coal mines are no longer producing and the
companies that mined the land are long gone.

As a result, Pennsylvania has over 250,000 acres of abandoned mine lands, 100
million cubic feet of burning coal refuse and 2,500 miles of contaminated streams
and rivers. These problems affect 36 of Pennsylvania’s 67 counties. Pennsylvania’s
Department of Environmental Protection (DEP) estimates that it would cost ap-
proximately $4.6 billion to reclaim Pennsylvania’s Priority 1 and Priority 2 sites.
Priority 1 areas are those that pose an extreme threat to the health and safety of
residents and Priority 2 sites are those which may have adverse effects on public
health, safety and general welfare. In addition, DEP estimates it would cost $15 bil-
lion to clean up all of Pennsylvania’s abandoned mine lands and to clean all of
Pennsylvania’s contaminated waterways.

Areas suffering from abandoned mine problems are often economically depressed.
These environmental problems retard development because companies are hesitant
to move into locations where black culm banks consisting of coal waste litter the
area and streams run orange with the mineral discharge from the abandoned mines.
Instead, pristine lands are developed, often at the expense of conservation efforts
or recreational needs, rather than degraded sites, many of which are often located
in population center with extensive infrastructure likes roads and sewers in place.
The continued presence of devastated land negatively impacts a community’s
attractiveness and viability, decreases nearby property values, and prevents the de-
velopment of the community’s tax base. Economic development leaders in my dis-
trict tell me that often, corporate executives have considered moving into my district
but after seeing the nearby mine lands, they instead choose to move into areas with
fewer environmental problems.

In addition, these former mine lands are safety hazards. Currently, there are 47
mine fires burning in Pennsylvania. Just last week I learned of a surface mine fire



11

in my district that was started when a culm bank caught fire from a burning trash
pile. This is most unfortunate because many of these fires could be prevented if
proper reclamation activities where undertaken.

Beyond the environmental concerns, failure to address this devastation amounts
to a public health problem. For instance, the Office of Surface Mining (OSM)
estimates that in Pennsylvania alone over 1.6 million people are potentially at risk
from mine hazards. OSM defines a person as being at risk if they reside within one
mile of a Priority 1 or Priority 2 site. Every year dozens of people are either injured
or killed by exploring or playing in abandoned mines. By reclaiming these aban-
doned mines, many of these accidents could be prevented.

Unfortunately, an appropriate amount of funding is not being allocated for the
purpose of reclaiming these mine lands and contaminated waters. Currently, the
Abandoned Mine Land program is the only source of Federal money available for
reclaiming abandoned mine lands. While the AML Fund provides much-needed re-
sources for redeveloping devastated coal mining land areas, these funds have proven
inadequate to address the huge amount of health, safety and environmental prob-
lems of abandoned mine land areas.

The AML fund generally only addresses Priority 1 and Priority 2 problems. In ad-
dition, the AML fund only cleans the areas to the point where they are no longer
a health and safety threat. The program does not restore the land to the point
where it can be reused for development purposes.

In 2002, Pennsylvania only received $24.7 million from the Abandoned Mine Land
Fund. With the current rate at which the AML program is working, it is estimated
that it will take over 200 years for all of the nation’s abandoned coal land areas
and contaminated streams and rivers to be reclaimed. Areas affected by mine-
scarred lands cannot afford to wait that long.

That is why I introduced the Abandoned Mine Land Area Redevelopment Act ear-
lier this year. This bill, H.R. 419, would create special tax credit bonds for the rec-
lamation of abandoned mine lands. These bonds, entitled “Qualified Abandoned
Mine Land Area Redevelopment Bonds,” are similar in structure to the Qualified
Zone Academy Bonds enacted in 1997 for school construction.

The tax credit system established by this legislation would enable regional organi-
zations, non-profit organizations, or state and local governments to create a com-
prehensive plan for reclamation and redevelopment of an abandoned mine land
area. The interested party would then submit the plan to EPA for approval. Upon
approval, the organization would issue a bond to a qualified purchaser who would
receive a tax credit in lieu of interest. A portion of the proceeds of the sale of the
bond would be put into a sinking fund. At the end of thirty years, the term of the
bond would be fulfilled and would be returned to the purchaser. The remainder of
the proceeds from the sale of the bonds would then be used to implement a com-
prehensive reclamation and redevelopment plan.

According to the Joint Committee on Taxation, the estimated cost of the legisla-
tion for the first ten years is $7 billion. This cost represents the amount in lost rev-
enue to the Federal Government. Therefore, at a cost of less than $1 billion per year
we could reclaim all of the abandoned mine lands in the country. This proposed sys-
tem would allow communities afflicted by abandoned coal lands to design, undertake
and oversee their specific clean up efforts without reliance on Federal appropria-
tions and direction from government officials completely removed from the region
and the problem.

In my district, a local non-profit organization, the Earth Conservancy, provides a
blueprint for other community organizations interested in undertaking reclamation
projects. The Earth Conservancy was created for the purpose of purchasing and re-
claiming about 17,000 acres of former coal land. The organization hired a world-
class planner to help design their reclamation plan and created a 40-person board
with representatives from the community, including business, environmental and
tourism leaders. The organization held monthly public meetings for a year to gain
insight and input from the community to determine the best uses for the land. Fi-
nally, the Earth Conservancy completed their plan, which included keeping two-
thirds of the land as green space. To date, the Earth Conservancy has reclaimed
over 800 acres of abandoned mine land.

My bill would complement the current AML program by empowering communities
to manage their own reclamation efforts with more flexible dollars which could be
used to reclaim the degraded land and water which does not meet the stringent re-
quirements of Priority 1 and 2 classification. The assurance of guaranteed long-term
1funds 181.110WS more comprehensive reclamation so that regions can be remediated ho-
istically.

This program would spur economic development in America’s coal regions by mak-
ing more land ready each year for reuse and development. That is why the National
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Association of Realtors and the Appraisal Institute recently sent me a letter in sup-
port of this legislation. The National Association of Realtors (NAR) and the Ap-
praisal Institute support this bill because the clean up of old mine sites is crucial
to the growth of the nearby communities. In addition, they recognize that the clean
up activities themselves will provide jobs in areas where new opportunity is needed.
As you may know, the National Association of Realtors has been instrumental in
advocating important economic development legislation and I appreciate their sup-
port of this matter.

Therefore, because of this proposal’s potential to address problems of environ-
mental degradation due to mining practices, I urge the Committee to consider in-
cluding my legislation in the overall reauthorization of the Surface Mining Control
and Redevelopment Act (SMCRA). I feel that by including this language, the goal
of reclaiming our Nation’s abandoned coal lands and cleaning the resulting contami-
nated waterways can be met in this generation. It is important that these areas be
cleaned now so that the future generations are not affected by this environmental
degradation.

In addition, I encourage the Committee to keep the needs of Pennsylvania in mind
when reauthorizing this bill to ensure that the areas that fueled our Nation’s indus-
trial revolution continue to receive a fair amount of funding from the AML Fund.
I also urge the Committee to consider ways to ensure that a larger portion of the
fund is used for reclamation of these areas and less is lost due to administrative
fees.

Finally, I encourage the Committee to consider the comments from the Secretary
of the Pennsylvania Department of Environmental Protection. I am submitting into
the record her letter that outlines the needs of Pennsylvania and the steps which
should be taken in reauthorization of the Surface Mining Control and Reclamation
Act.

Thank you for the opportunity to testify and I appreciate your consideration of
my remarks.

[Letters submitted for the record by Mr. Kanjorski follow:]
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Pennsylvania Department of Environmental Protection

Rachel Carson State Office Building
P.O. Box 2063
Harrisburg, PA 17105-2063
July 22,2003

Secretary ) 717-787-2814

‘The Honorable Barbara Cubin

U.S. House of Representatives

1114 Longworth House Office Building
15 Independence Avenue, S.E.
Washington, DC 20515

Dear Representative Cubin:

I am writing to bring to your attention Penmsylvania’s strong support for reauthorization
of fee collections mandated by the Surface Mining Control and Reclamation Act of 1977
(SMCRA). As the Subcommittee on Energy and Mineral Resources considers the status of the
abandoned mine land (AML) program and its reauthorization, it is helpful to remind ourselves of
one of the important purposes of SMCRA, that is, “ fo promote the reclamation of mined areas
left without adequate reclamation prior to the enactment of this Act and which continue, in their
unreclaimed condition, to substantially degrade the quality of the environment, prevent or
damage the beneficial use of land or water resources, or endanger the health or safety of the
public.” We are a long way from completing that task in Pennsylvania. Although progress has
been made, our citizens continue to be exposed to health and safety risks such as dangerous
highwalls, hazardous water bodies, subsidence, underground mine fires and polluted water. As
recently as last week we were reminded of the urgency of our task as a fatality was reported at an
abandoned mine land location in the Wilkes-Barre area, part of Congressman Kanjorski’s
district. Reauthorization of fee collection, in conjunction with Congressman Kanjorski’s
proposal for a tax credit bond issue, would significantly advance Pennsylvania’s ability to deal
with this legacy.

The estimated cost to correct the Priority 1 and 2 problems reported in Pennsylvania’s
inventory of abandoned mine land problems is $4.6 billion, including $3.6 billion of water-
rejated problems. We believe that the following steps should be taken:

. Continue to collect fees at current levels.

. Restructure the funding formula so that funds are allocated in proportion fo the
incidence of Priority 1 and 2 problems.

. Eliminate the Rural Abandoned Mine Program (RAMP) and allocate the funds
released using the restructured funding formula.
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The Honorable Barbara Cubin 2 July 22,2003

. Reauthorize SMCRA for a period sufficient to ensure that reclamation of
abandoned mine lands is completed.

. Increase annual funding levels by distributing all revenue collected without the
need for appropriation.

. Continue the authority for the 10% set aside program for acid mine drainage
remediation,

. Eliminate SMCRA’s lien requirements. SMCRA requires that a lien be placed on
any property where the value is increased beyond specified limits as a result of
reclamation done on the site. Pennsylvania conducts hundreds of appraisals every
year and has incurred hundreds of thousands of dollars in salary costs since 1996
to satisfy this requirement. However, for the same period, only ons lien has been
filed, and $40,000 was recovered.

. Provide the ability to leverage the use of Title IV funds to maximize reclamation.
. Streamline other federal requirements to reduce costs for mine reclamation,
1 urge you to support the items listed above as a means to complete the reclamation of the

high priority AML coal problems that still face this nation. This will allow Pennsylvania to
protect its citizens and the environment from the past legacy of AML problems,

cc:  Congressman Paul Kanjorski




15

July 23, 2003

The Honorable Paul Kanjorski
US House of Representatives
‘Washington, DC 20515

Dear Congressman Kanjorski:

On behalf of more than 900,000 members of the NATIONAL ASSOCIATION OF
REALTORS® and the members of the Appraisal Institute, we wish to express support for your
bill H.R. 419, the Abandoned Mine Land Area Redevelopment Act. Your bill provides an
efficient, cost-effective way to reclaim and improve land near abandoned coal mines.

The NATIONAL ASSOCIATION OF REALTORS® (NAR) and the Appraisal Institute have
long supported tax incentives for the clean up of environmentally damaged land. Inrecent years,
we have supported deductions for brownfield clean up expenses and will work to have that
provision extended before it expires at yearend.

Tax incentives are an efficient private sector means of drawing capital to environmental
enhancement endeavors. The clean up of old mine sites is crucial to the growth of the nearby
communities. The clean up activities themselves will provide jobs in areas where new
opportunity is needed. The clean up will increase the chances for new investment, as well.

Tax credit bonds require minimal government outlays to achieve the goals of both society and
the government for a cleaner environment. Investors will receive tax reductions in lieu of
interest. The proceeds of the bonds will be used in the private sector to finance projects. This
capital stream will flow steadily and reliably, so that over time both the entities doing the clean
up and the communities will benefit.

‘We are hopeful that this legislation can be passed in this session of Congress.
Sincerely,

The National Association of REALTORS®
Appraisal Institute

Mrs. CUBIN. We will recess until 4 o’clock.

[Recess.]

Mrs. CUBIN. The Subcommittee will please come to order. I would
like to thank you for coming back, Congressman Kanjorski, and I
just have a few questions for you.

As you know, I am a cosponsor of your bill, and I like the notion
of bringing additional money in for reclamation, and especially
with the focus on local control. The projects addressed in your bill
would be more detailed than those that are funded by the AML
today. How do you envision AML Area of Redevelopment Act work-
ing in tandem with the priorities of the AML program?

Mr. KanJgorski. Well, I think it is the very essence of the dif-
ference that we have to strike. First of all, let me say that I sup-
port the refunding and reauthorization of the abandoned mine land
program. However, if you work with that program and with the ad-
ministrators of that program, I think they are all frustrated be-
cause it only addresses Priority One and Priority Two questions.
There are limitations of the use of money of how even the recycled
or reclaimed land can be used. The purpose of my bill is to put a
challenge to local communities, authorities, regional areas, to look
at the holistic approach to land reclamation and water cleanup,
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and to know for certain that once they develop a plan or scheme
that will take 20 or 30 years to complete, the funds will be in place
and of a known quantity, so that they can proceed with great effi-
ciency to accomplish the totality of the problem.

What we have now under the abandoned mine money is that we
run into situations that, one, the money gets diverted for special
purposes, for instance, mine fires, and as a matter of fact I have
a photo to show you here that is very representative of my area,
where just no more than a year ago, suddenly there is this huge
mine fire. As you can see, it is a coal bank that has probably 10
to 20 million tons of carbonous material. It was set on fire on the
surface because of waste product being dumped there, and was
caused by either spontaneous combustion or mischievous combus-
tion, we don’t know. That mine fire took probably a year to extin-
guish at a cost of several millions of dollars, which were diverted
funds really from these projects that wouldn’t go for reclamation.
When we get all done, we still have the same coal bank there, we
still have the same disaster there, and we have no reusable land.
Whereas, if we take two, 3 years in every year to study in totality
the land reclamation—and take the example of Eastern Pennsyl-
vania that Mr. Holden referred to, the anthracite region. We con-
ceptualize that we have about 110,000 acres located in some 14
counties. We will do a comprehensive watershed study, and it falls
into several watersheds, the Susquehanna or Chesapeake and the
Delaware. So the entire area has to be mapped out with a GIS sys-
tem. We have already started to implement that sort of thing.

What that means is we will not only clean up the land at a sig-
nificantly reduced cost, because on average the Abandoned Mine
Land Program spends about 34 percent on engineering costs. By
the effective use of GIS system design for reclamation we have
some detailed information that suggests that we can drop that fig-
ure by at least half, if not around 12 percent. That is a significant
savings and hundreds of millions of dollars just in an area like
mine. Across the country it represents billions of dollars in saving.

Two, you will do it in a prioritized way. Because you are going
to clean up the land and the water, rather than starting where the
rivers get polluted to do some reconstruction work, you are going
to start and look at the outlying tributaries that flow through land
that has to be reclaimed an in fact reclaim that land. Second, when
you reclaim that land you are not going to do it in accordance with
the standards today. First and second priority under the Aban-
doned Mine Land Program doesn’t allow for compaction, for in-
stance. So that if you have a huge hole—

Mrs. CUBIN. Doesn’t allow for what?

Mr. KANJORSKI. Compaction of the land. So that if you have a
huge void of 100 million cubic yards, you fill it in at a tremendous
cost, but if while you were filling it in you compact it at four 6-
foot levels, that land immediately becomes reusable for industrial,
commercial or real value. If you just fill it in and allow nature to
compact, it can’t be used for 50 or 100 years.

Then when we finally get done and we fill these holes in, we only
require a half inch to an inch of topsoil on top, enough to grow
grass. Well, quite frankly, all of Eastern United States, particularly
Pennsylvania, has a history of one of the finest hardwood areas of
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the country. For those purposes we should study that and try, in
the development of our comprehensive plan, to those areas that can
sustain hardwood forests, make sure there is enough under-soil to
facilitate the regrowth of the natural forest there. We are doing
this for all time immemorial really.

Now, the final real benefit of this type of program, particularly
in the eastern fields of the United States, if you look at land that
was to be reclaimed—can we have that one site—if you reclaim this
land, you will find if you study the land and the map of the land,
most of the mining lands in the Eastern United States and eastern
Pennsylvania are right where the dense populations live, right
where the railroads, highways and utilities exist. So you take a rec-
lamation area such as this, you recover it and compact it and make
it immediately recyclable and reusable for, for instance, an indus-
trial park. That way, when you need a thousand-acre industrial
park, you don’t have to go out and get pristine farmland and con-
vert it to an industrial park and then have the Commonwealth and
the Federal Government pick up all the expense attendant to put-
ting in highways, utilities and other infrastructure. In fact, you are
right in a site where all of those things exist now, interstate high-
ways, utilities, all the structures are there, so that you are recap-
turing some of the infrastructure money that we don’t get counted
in through the cost of land reclamation and the value of land rec-
lamation. When you get all done, you have taken and recycled the
land for all of its purposes.

If you do this holistically, comprehensively, you will reclaim the
land and you will, by formula, you will reclaim the acid mine
drains. Let’s show the Chairman what a good nice fishing stream
in northeastern Pennsylvania looks like. I hope you can see it from
there. It will have at least a dozen or two tires, and it has an or-
ange, beautiful orange shade to it, even though it is water, it is
also orange in color range here. We find that acid mine drainage.
All the water that lands on the surface of this untreated, unclean
land, exacerbates the sulfurs and the irons that are there, drains
them into the creeks, eventually drains them into the major rivers.
In our area it is the Susquehanna River, and then drains that river
down into the Chesapeake Bay about 150 miles south, giving us
the distinct honor, to 20-mile stretch of the Susquehanna River
that is encompassed with a major part of this surface mining prob-
lem is the major polluter, manmade polluter of the Chesapeake
Bay. We are spending hundreds of millions of dollars to clean up
the Chesapeake Bay, and nobody is walking upstream 150 miles
and saying, gee, if we spent several hundred millions of dollars to
clean up the land, it would clean up the water, and therefore we
would have a clean amount of water flowing into the Chesapeake
rather than the largest amount of pollution flowing into the Bay.

So I am asking the Committee to sit back and say, look, let us
recognize authorizing the abandoned mine program or even ex-
panding it, unless it is done with absolute continuity of funding—
and that we cannot guarantee because it is an appropriation
process—when environmental interests and pressure groups are
hot, the money is there. When we run into deficit and the monies
are needed for other things, they are traded off for other things. We
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know that is going to happen. We are in that process right now of
getting little of our money back.

If we do it through the tax credit bond issue, when we put our
comprehensive program to clean up 110,000 acres of the anthracite
fields, we will have driven a comprehensive program to clean up all
the land, clean up all of the water, put in the infrastructure nec-
essary for it to develop. With one full swoop with an expenditure
of, in that area, $2 billion over 30 years, we never have to come
back, and we have literally returned the land to usability as it was
prior to mining practices. If we take that example and apply it
across the country, that can happen in every area. What we have
already started in our area is a organization we started about 10
years ago called the Earth Conservancy, where we acquired 17,000
acres of mine lands. Over the last 10 years we have designed, stud-
ied the reclamation of it, and started to reclaim the land ourselves,
and we find out that we make reclamation of land there almost
costing nothing, because what we are able to do is plan the cost of
returning the land and reclaiming it, and also getting some of the
product value out of the materials that are on the land.

When you work in that multi-faceted way, holistically, it is
cheaper, more efficient, more effective, and the beginning and the
end are both seen.

Mrs. CUBIN. Thank you very much.

Do you have any questions, Mr. Rahall?

Mr. RAHALL. No questions.

Mrs. CUBIN. Thank you very much, Congressman Kanjorski, and
as we move forward we certainly will take all of this into consider-
ation. Thank you.

Mr. KANJORSKI. Thank you, Madam Chairman.

Mrs. CUBIN. Now I would like to call the next panel for their tes-
timony. We just have one person. Jeff Jarrett, the Director of the
Office of Surface Mining.

Mr. Jarrett, it is the policy of the Committee this year to swear
in the witnesses, so if you wouldn’t mind to stand and raise your
right hand.

[Witness sworn. |

Mrs. CUBIN. Thank you for being with us today. Please accept my
sincere apology for keeping you waiting for 2 hours. We have im-
portant business going on, but we are having trouble getting there.

So I would like to recognize you for 5 minutes, and look forward
to your testimony.

STATEMENT OF JEFFREY D. JARRETT, DIRECTOR, OFFICE OF
SURFACE MINING RECLAMATION AND ENFORCEMENT, U.S.
DEPARTMENT OF THE INTERIOR

Mr. JARRETT. Thank you, Madam Chairwoman, and distin-
guished members of the Subcommittee. Thank you for the oppor-
tunity to participate in this hearing and to discuss the important
issue raised by the approaching expiration of OSM’s authority to
collect abandoned mine land fee.

As you know, our fee collection authority is scheduled to expire
in September 2004. Unfortunately, despite the many accomplish-
ments of this program, the job isn’t finished. More than $3 billion
worth of priority one and two, health and safety coal problems still
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remain. We have another $3.6 billion worth of identified priority
two coal problems affecting the general welfare of individuals in
the coal fields and numerous lower priority environmental coal-re-
lated problems.

Even if we use all the collections received between now and Sep-
tember 30th of 2004 when the fee will expire, the unappropriated
balance of $1.5 billion, we will still be left with about $1.8 billion
worth of health and safety-related problems as well as the other
general welfare and environmental problems.

With today’s ever-expanding communities, these sites are not all
in some out-of-the-way corner of the map. A recent study conducted
by OSM estimated that 3-1/2 million Americans live less than one
mile from a priority one or priority two health and safety hazard
created by abandoned coal mines.

In order to finish the job Congress gave us to abate the health,
safety and environmental problems left behind by mining that oc-
curred before SMCRA was passed, the Bush administration fully
supports the reauthorization of the AML fee collection authority.

For some time now I have been discussing reauthorization with
a broad range of stakeholders. Those I have talked with agree that
abating AML hazards is a job that needs to be done, so there is
substantial agreement that the AML fee collection authority should
be reauthorized. There is also substantial demand that funda-
mental changes be made to the existing structure of the program.
The universe of proposed modifications differ as much as the stake-
holders who support them. Nevertheless, there are themes that
have emerged from our discussions in which I am confident you
will have to grapple with as you craft legislation to finish the job.

The first and clearest theme to emerge was the call for the wise,
efficient and effective use of AML funds collected. We took a pretty
hard look at how we might be able to accomplish more reclamation
with the funds being allocated, and we devised several promising
program enhancements, such as providing AML fee credits and
bond credits for remaining sites, requiring State programs to oper-
ate their own AML emergency program, redistributing RAMP
funds to the State grant program and avoiding administrative du-
plication with respect to accounting and fee collection activities. All
of these enhancements are aimed at leveraging the dollars avail-
able to this program.

When we looked closely at the program we found a fundamental
imbalance or tension between the goals established by SMCRA and
the way funds from the AML program are required to be allocated
by SMCRA itself. I am convinced that the ability of the AML pro-
gram to meet its primary objective of abating AML problems on a
priority basis is being hindered by our statutory allocation formula,
which results in a progressive distribution of resources away from
the most serious AML problems.

The reason is quite simple. On a national average and over the
life of the program, money must be allocated to States and tribes
from the State share accounts and the historic production account
at a ratio of 2-1/2 to 1, that is, only 29 percent of the total national
grant amount is distributed among the States based on historic
production which has a direct correlation to the magnitude of the
AML problem. The majority of the grant dollars, 71 percent of the
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total amount, is distributed among the States and tribes based on
fee income generated from each, even though there is no relation-
ship between the State share portion of the grant and the mag-
nitude of the AML problem.

I would like to direct your attention to the flip chart to explain
why the allocation formula has become even more counter-
productive in recent years.

Based on historic production records, we know that 94 percent of
the AML problems are in the eastern United States. The chart
shows how the fee income demographics have changed over time.
The chart reflects the general shift in coal production from the east
to the west, and more significantly, a shift in the east from surface
mine production to deep mine production, which is assessed at the
lower AML fee of 15 cents per ton.

Over the past 25 years fee income has shifted away from the
areas with high historic production and into areas where there are
fewer or no remaining AML problems. Because 71 percent of the
total grant dollars is based on current production, there has been
a corresponding shift of AML resources away from the areas with
the most significant AML problems.

The statutory schedule for allocation of AML resources, together
with the changing demographics, has some significant con-
sequences to the program’s primary objective of abating AML prob-
lems on a priority basis.

First, as you can see on the next chart, which shows how many
years it will take for each State to complete its high-priority
projects, it results in there being no parity among the States and
tribes in terms of the rate of AML reclamation. Today some States
have completed reclamation on all abandoned coal mine sites, while
others are still decades away from completing the most critical
high-priority sites. It is distressing that the same law that demand
States abate AML hazards within their borders on a priority basis,
also prevents us from abating AML hazards nationally on a pri-
ority basis.

The second consequence of the allocation formula and the chang-
ing demographics is illustrated on the next chart, which shows the
decline in AML grant dollars being spent on priority abandoned
coal mine reclamation. As you can see, from 1977 through ’93,
about 99 percent of the State grant dollars was used to reclaim
abandoned coal mine sites. 95 percent of that was directed to high-
priority work. From ’94 through 2002, only 64 percent was used for
high-priority work. This trend will continue. I want to be clear
right now that the States with remaining high-priority sites still
spend the majority of their money abating those high-priority prob-
lems. In order to finish the job in an efficient and effective manner,
we must take advantage of this opportunity to make some funda-
mental changes in the law, to redirect and refocus the AML pro-
gram toward health and safety hazards.

The next critical theme that must be addressed has to do with
the current, unappropriated State share balances in the AML fund.
Since the enactment of SMCRA, 50 percent of the funds collected
from a State or tribe have been allocated to that State or tribe’s
State share account, as has the balance of the income been allo-
cated to other appropriate accounts. Because historically, annual
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appropriations have been less than fee income, choices had to be
made regarding which accounts to make distributions from. The re-
sult is that the historic production account has been held at a level
unappropriated balance, while the unappropriated balance in the
State share accounts has been allowed to grow.

As you can see in the next chart, nearly $1 billion in the State
share accounts remains unappropriated and unavailable for use by
the States. About 50 percent of that balance is owed to States that
have certified completion of all abandoned coal mine sites. As we
grapple with the issue of how to allocate fee income from future
collections, we need to address the issue of the unappropriated
State share balance from past collections.

The final theme that is an important part of the reauthorization
equation is OSM’s obligation under the law to transfer the interest
from the AML fund to the United Mine Workers Combined Benefit
Fund. I understand that you will be receiving testimony later today
on the needs of the CBF, but in summary, I will say that the inter-
est earnings from the AML fund are currently insufficient to meet
the needs of the unassigned beneficiaries. The CBF has reported
that the needs of the unassigned beneficiaries are estimated to
peak for next year at $88 million. Earnings from the AML fund in
2002 were only $42 million, and earning rates have declined sub-
stantially since that time.

While providing health care benefits is not part of OSM’s mis-
sion, providing interest transfers to the Combined Benefit Fund is
an important obligation.

We will continue to work on administrative issues to increase the
interest earnings at the same time as we work to resolve the issues
associated with the allocation formula and the unappropriated
State share balance, we must be mindful of the potential impact
any decision will have on the AML balance, and thus on the avail-
able interest for transfer to the Combined Benefit Fund.

I greatly appreciate the time and attention that has been com-
mitted to these important issues by members of this Subcommittee,
and while there are no easy answers, I believe that we can find
common ground that will result in an efficient and effective pro-
gram that refocuses reclamation toward the highest priority work,
but yet addresses other commitments and obligations.

I look forward to continuing to work with you to develop legisla-
tion to reauthorize the AML fee and get this job finished.

[The prepared statement of Mr. Jarrett follows:]

Statement of Jeffrey D. Jarrett, Director, Office of Surface Mining
Reclamation and Enforcement, U.S. Department of the Interior

Madam Chairman and distinguished members of the Subcommittee, thank you for
the opportunity to participate in this hearing and to discuss the important issues
raised by the approaching expiration of the Office of Surface Mining Reclamation
and Enforcement’s (OSM) authority to collect the Abandoned Mine Land fee.

More than 25 years ago Congress passed the Surface Mining Control and Rec-
lamation Act (SMCRA). At that time, Congress created the OSM to enforce the Act
f\ndd authorized it to collect AML fees to finance reclamation of abandoned mine
ands.

The record of accomplishments for this program is impressive. Since 1977, the
AML program has been responsible for the reclamation of thousands of acres of
abandoned mine sites and the elimination of serious threats to public health and
safety. Our partners in reclamation, the primacy states and Indian tribes, have done
an outstanding job of reclaiming lands and waters damaged by past mining
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practices. Because Congress enacted SMCRA and has supported the AML program,
living and working in the coalfields is safer and healthier than ever.

As you know, our fee collection authority is scheduled to expire in September
2004. Unfortunately, despite the many accomplishments of this program, the job
isn’t finished.

More than $3 billion worth of listed health and safety coal problems still remain.
We have another $3.6 billion worth of identified high priority coal problems affect-
ing the general welfare of individuals in the coalfields and numerous lower priority
environmental coal-related problems.

Even if we use all collections received between now and September 30, 2004,
when the fee will expire, as well as the unappropriated balance of $1.5 billion, we
would still be left with approximately $1.8 billion worth of health and safety related
problems as well as other general welfare and environmental coal-related problems.

These are not merely “ugly landscapes” that need to be made more attractive.
These are serious, life threatening, high-priority hazards that have been around for
more than 26 years and haven’t yet been cleaned up.

Here are some examples of the dangers posed by some of these sites:

¢ April 2001—On an abandoned mine property in Harlan County, Kentucky, two
juveniles were riding All-Terrain-Vehicles (ATV’s) down a steep unreclaimed
and unstable grade when one lost control of his ATV, overturned, rolled ap-
proximately 40 feet to the bottom of an inclined area, and died from his injuries.
January 13, 1996—A college student in Colorado was lead by curiosity into an
abandoned coal deep mine where he died from lack of oxygen.

¢ At Pennsylvania’s Muddy Creek East Reclamation project, a site where mining

ended in 1952 leaving dangerous highwalls, hazardous water bodies and spoil
material, 10 recorded deaths occurred at the site until it was finally reclaimed
in 1998.

With today’s ever expanding communities, these sites are not all in some out of
the way corner of the map. A recent study conducted by the OSM estimated that
3.5 million Americans live less than one mile from health and safety hazards cre-
ated by abandoned coal mines.

If we are to finish the job Congress gave us to abate the health, safety and envi-
ronmental problems left behind by mining that occurred before SMCRA was passed,
it is imperative that we reauthorize the AML Fee collection authority. The Bush Ad-
ministration fully supports the reauthorization of AML Fee collection authority.

For some time now I've been discussing reauthorization of SMCRA with members
of Congress, coal industry representatives, state reclamation officials, and environ-
mentalists. Those I have talked with agree that abating AML hazards is a job that
needs to be done. Accordingly, there is substantial agreement that the AML Fee col-
lection authority should be reauthorized. Many people also agree that fundamental
changes must be made to the existing structure of the program. The universe of pro-
posed modifications differs as widely as the stakeholders who support them. Never-
theless, common themes have emerged from my discussions. These themes present
issues that Congress will confront as it crafts legislation to complete the cleanup
and reclamation work begun under SMCRA.

The Allocation Problem

The clearest and most high priority theme to emerge from my discussions is the
call for the wise, efficient, and effective use of the AML funds collected. We looked
at how we might be able to accomplish more reclamation with the funds being allo-
cated and we devised several promising program enhancements, including: AML fee
credits for remining sites; bond credits for remining sites; requiring state programs
to operate their own AML emergency programs; and avoiding administrative dupli-
cation with respect to accounting and fee collection. Each of these enhancements is
aimed at leveraging the dollars available to this program.

The reasons underlying why we are not accomplishing more with the funds being
allocated are not related to malfeasance, misfeasance, or abuse of funds. Rather,
there is a fundamental imbalance between the goals established by SMCRA and the
way funds from the AML Program are required to be allocated under the Act. As
a result, the ability of the AML Program to meet its primary objective of abating
AML problems on a priority basis is being hindered by the statutory allocation for-
mula, which results in a progressive distribution of resources away from the most
serious AML problems.

SMCRA requires that all money collected from tonnage fees assessed against in-
dustry on current coal production ($0.35/surface mined ton and $0.15/deep mined
ton) be deposited into one of several accounts established within the AML fund.
These accounts are discussed more fully below. Money in each of these accounts can
be used only to accomplish the statutory purpose for which that account was
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established. Account funds that are not spent in any one year must remain in that
account. Typically, money in one account cannot be transferred to another account
or be used for any other purpose.

Fifty percent (50%) of the fee income generated from current coal production in
any one state is allocated to an account established for that state. Likewise, 50%
of the fee income generated from current coal production on Indian lands is allo-
cated to a separate account established for the tribe having jurisdiction over such
Indian lands. The funds in these state or tribal share accounts can only be used to
provide AML grant money to the state or tribe for which the account is established.

Twenty percent (20%) of the total fee income is allocated to the “Historic Produc-
tion Account.” Each state or tribe is entitled to a percentage of the annual expendi-
ture from this account in an amount equal to its percentage of the nation’s total
historic coal production—that is, coal produced prior to 1977. As is the case with
state or tribal share money, each state or tribe must follow the priorities established
in SMCRA in making spending decisions using money from the historic production
account. However, unlike the allocation of state or tribal share money, once the
state or tribe certifies that all abandoned coalmine sites have been reclaimed, it is
no longer entitled to further allocations from the historic production account.

Ten percent (10%) of the total fee income is allocated to an account for use by
the Department of Agriculture for administration and operation of its Rural Aban-
doned Mine Program (RAMP).

The remaining 20% of the total fee income is allocated to cover Federal oper-
ations, including the Federal Emergency Program, the Federal High-Priority Pro-
gram, the Clean Streams Program, the Fee Compliance Program, and overall pro-
gram administrative costs.

The annual appropriated AML grants to states and tribes are derived from money
from the state and tribal share accounts and money in the historic production ac-
counts. On a national average, money is distributed to states and tribes from the
state and tribal share accounts and the historic production account at a ratio of 2.5
to 1. That is, 29% of the total national grant amount is distributed among the states
and tribes based on historic production which has a direct correlation to the mag-
nitude of the AML problem. The majority of the grant dollars, 71% of the total na-
tional grant amount, is distributed among the states and tribes based on income
generated from each by current production. However, there is no relationship be-
tween the current production state or tribal share portion of the grant and the mag-
nitude of the AML problem in that state or tribe.

This statutory allocation schedule for AML resources has significant consequences
to the overall program’s primary objective of abating AML problems on a priority
basis. Specifically, there is no parity among the states and tribes in terms of the
rate of AML reclamation. Today, some programs have completed reclamation on all
of the abandoned coalmine sites or are working on low priority sites while others
are still decades away from completing the most critical high-priority sites.

This situation is dramatically illustrated in the attached chart which depicts one
projection of how many years it will take for each state and tribe to complete its
high-priority projects under the current allocation formula. It is clear that even
though states and tribes substantially comply with the priority reclamation system
established in SMCRA within their borders, there is no semblance to adherence to
that priority system on a National basis.

To understand the impact of the allocation system on the AML program, one must
also understand the demographics of the AML problems and the changing demo-
graphics of AML fee income. Based on historic production records, we know that
94% of the AML problems are in the eastern United States. The attached chart de-
picting the trends in AML fee collection shows how the fee income demographics
have changed over time. The chart reflects the general shift in coal production from
the East to the West. More significantly, it reflects a shift in the east from surface
mine production to deep mine production, which is assessed at the lower AML fee
of fifteen cents per ton.

In the early years of the AML program, the fee income was generally aligned with
the magnitude of AML problems—75% of the income was in the East where 94%
of the AML problems existed, and 25% of the income was in the West where 6%
of the AML problems existed. Correspondingly, the state and tribal share portions
of the grants were generally being distributed in amounts roughly proportional to
the AML problem, much like the historic production portion of the grants is inten-
tionally distributed. Much was accomplished during those early years of the AML
program. Over the past 25 years, fee income has shifted away from the areas with
high historic production and into the areas where there are fewer or no remaining
AML problems. Because 71% of the total grant dollars is based on current
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production, there has been a corresponding shift of AML resources away from the
areas with the most significant AML problems.

The chart depicting Reclamation Trends gives a clear picture of how all of these
factors come together to impact the AML program’s ability to accomplish its primary
objective.

From the program’s inception in 1977 through 1993, about 99% of the state grant
dollars was used to reclaim abandoned coalmine sites. Ninety-five percent (95%) of
that money was used for high-priority AML reclamation. From 1994 through 2002,
as current production shifted to regions with fewer AML problems, only 71% of the
state grant dollars was used to reclaim abandoned coalmine sites, and only 64% was
used for high-priority AML reclamation. This trend will continue into the future as
more states that generate the fee income and are therefore entitled to higher per-
centages of the total grant dollars complete their high-priority AML work, but con-
tinue working on low-priority sites and other authorized projects. In order to finish
the job in an efficient and effective manner, we must take advantage of this oppor-
tunity to make some fundamental changes in the law to redirect the focus of the
AML program toward health and safety hazards.

There are several other critical themes that are interwoven with the allocation
issue that will also need to be addressed.

Commitments made to states and Indian tribes under the current law

Since the enactment of SMCRA, 50% of the funds collected from a state or tribe
has been allocated to that state or tribe’s share account. A substantial portion of
these accounts, however, has not been appropriated for the use of the states or
tribes. Through the end of Fiscal Year 2002, $944,768,493 of state and tribal share
accounts remains unappropriated. About one half of the unappropriated state and
tribal share balances are owed to states and tribes that have certified completion
of their abandoned mine sites. As we grapple with the issue of how to allocate fee
income from future collections, we need to address how to deal with the unappropri-
ated state and tribal share balances from past collections.

Transfers to the United Mine Workers Combined Benefit Fund

One final theme that is an important part of the reauthorization equation is the
OSM’s obligation under the law to transfer the interest from the AML Fund to the
United Mine Workers Combined Benefit Fund (CBF). I understand that you will be
receiving testimony later today on the needs of the CBF for unassigned bene-
ficiaries, a long-standing Federal responsibility. The interest earnings from the AML
fund are currently insufficient to meet the needs of the CBF. For 2004, for example,
the needs of the unassigned beneficiaries of the CBF are estimated to peak at $88
million. Actual interest earnings from the AML fund for FY 2002 were only $43 mil-
lion, and interest rates have declined since that time.

It is important to note that, should the AML Fee collection authority not be reau-
thorized, §402 (b) of SMCRA obligates the OSM to establish and collect a fee at a
rate sufficient to continue to provide for interest income transfers to the CBF. While
we are hopeful that the AML fee will be re-authorized, in order to have the nec-
essary regulations in place should the authority expire, we would have to start a
formal rule-making process later this year. Later this summer, I anticipate pub-
lishing an advance notice of a proposed rule-making to begin this process and to en-
sure that we can continue to fulfill our obligation to the CBF.

This afternoon I have identified three themes that must be included in any
SMCRA reauthorization proposal: addressing the allocation problem; addressing
commitments made to states and tribes; and fulfilling obligations to the CBF. The
difficult task for those who must develop proposals to address these themes is that
all of the themes, and the stakeholders supporting them, are vying for the same
available dollars.

Conclusion

I greatly appreciate the time and attention that has been committed to this im-
portant issue by members of this Subcommittee. While there are no easy answers,
I believe that we can find common ground that will result in an efficient and effec-
tive program that refocuses reclamation towards the highest priority work, yet ad-
dress our commitments and obligations under SMCRA. I look forward to continuing
to work with you to develop legislation to reauthorize the AML fee and get this job
done. I would be happy to answer any question you might have at this time.
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Individual AML Account Status
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State Share
State Share Balance
Balance Percentage
State/Tribe| as of 9/30/02 | as of 9/30/02
Alabama 16,024,677 1.70%
Alaska 1,880,229 0.20%
Arkansas 5,477 0.00%
Colorado 21,063,009 2.23%
Hlinois 27,640,806 2.93%
Indiana 37,218,609 3.94%
lowa 38,265 0.00%
Kansas 410,500 0.04%
Kentucky 116,907,233 12.37%
Louisiana 1,194,217 0.13%
Maryland 2,852,330 0.31%
Missouri 917,666 0.10%
Montana 42,490,641 4.50%
New Mexico 19,506,738 2.06%
North Dakota 10,906,588 1.15%
Ohio 22,769,609 2.41%
Oklahoma 1,981,247 0.21%
Pennsylvania 54,706,822 5.79%
Texas 18,366,038 1.94%
Utah 13,223,218 1.40%
Virginia 24,601,619 2.60%
West Virginia 115,800,326 12.26%
Wyoming 354,522,825 37.52%
Crow Tribe 6,604,739 0.70%
Hopi Tribe 5,009,786 0.53%
Navajo Nation 28,015,272 2.87%
Totals $944,768,493 100.00%

Mrs. CUBIN. Thank you very much. I will begin questioning. How
do you propose that we address getting the State share balances
returned to the States to which they are owed?

Mr. JARRETT. I think the first thing we have to do is to quit
digging in the hole and address the allocation problem. If we can
adequately address the allocation problem we would then have to
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deal with a finite universe of unappropriated State share balance,
which by next September will be a little over $1 million. For the
noncertified States, I think the best way to deal with that is first
of all to make future distributions based on the magnitude of the
problems, in other words, tie them in directly to historic produc-
tion.

As we make those distributions to the noncertified States, we
need to discount the historic production distributions by an amount
equal to the State share distribution. Currently we make the dis-
tributions based on current production from the State share ac-
counts and from the historic production account, but when we
make the historic production distribution we are not allowed to
take into consideration the amount of money that a State already
received from the State share account.

So even if there is sufficient money coming from the State share
account, we would still have to give that State its share of the his-
toric production account, even though it may not be needed.

Finally, I think we would need to pay the residual State share
balances first. If we do not, we will end up in the situation in the
future where other States certify completion of their AML prob-
lems, and we will be left with unappropriated State share balances
for those States that we will have to deal with.

I think the certified States are a little bit more difficult to figure
out how to get that money back to them. Clearly, we need to estab-
lish some schedule for payout to those certified States, and my per-
sonal feeling is that we really need to find some new dollars to
meet that obligation; otherwise, we are going to be competing with
the very same dollars that we think we need to address the high-
priority problems that still remain in other States.

Mrs. CUBIN. We all know the money has to be appropriated, and
as you suggested, there are competing needs, and, you know, the
possibility of getting the money appropriated through Congress
depends in large part on the administration and on the
administration’s—the extent to which the administration will bring
pressure on the Congress to get it done. Do you think the adminis-
tration has the will to support an off-budget solution to the State
share?

Mr. JARRETT. As I am sure you know, generally, we oppose any
mandatory appropriations, so there is a very high bar that has to
be hurdled before—

Mrs. CUBIN. I am not necessarily speaking of unappropriated
funds. I personally kind of oppose that, too. But—well, go ahead.

Mr. JARRETT. Well, I guess what I'd say is that while as a gen-
eral matter the administration opposes any mandatory appropria-
tion, I think we're trying to deal with a very difficult issue. I think
there are cases that could be made to support putting additional
money into resolving this particular problem. So I guess my com-
mitment would be that any mandatory appropriation or off-budget
proposal, I would give very serious consideration to that proposal.
If that entire package resolved the issues that we’re all trying to
grapple with on this reauthorization package, then I would cer-
tainly want to vet that proposal with senior managers within the
Department of Interior and OMB.
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Mrs. CUBIN. Does the administration have any suggestions where
the money outside the AML Fund should come from?

Mr. JARRETT. You mean to pay off the certified States or to pay
the unappropriated State share balance?

Mrs. CUBIN. Yes, that and continue, for example, the CBF and
the other problems associated with the AML.

Mr. JARRETT. Yes, I mean, this, maybe again, may sound a little
bit crazy, but what we need is cash, not funds. We have the
funds—the money has been credited to the AML Fund. What we
don’t have is the actual cash to—

Mrs. CUBIN. Then let me restate my question. Does the adminis-
tration have any ideas where we can get the cash to take care of
paying the certified States their share and the CBF problem?

Mr. JARRETT. I do not have any specific ideas. I can tell you that
I have been working very hard within the Department and with
OMB. We have found a little bit of money, but not enough yet, and
we're continuing to look. I'm continuing to look for more money.

Mrs. CUBIN. Does the administration think that the coal sold
in—or considering the certified States, that the coal sold in those
States continue to be assessed at the same fee when virtually all
the reclamation will take place somewhere else?

Mr. JARRETT. You mean the coal sold or the coal mined?

Mrs. CUBIN. The fee.

Mr. JARRETT. The fee’s based on production.

Mrs. CUBIN. That is right, the fee is based on production. Should
the coal sold in those States continue to be assessed at the same
fee as coal produced in non-certified States?

Mr. JARRETT. Coal produced...

Mrs. CUBIN. At the same rate, let me say that.

Mr. JARRETT. Yes, I could craft an argument for or against such
a proposal, but, quite frankly, I'm a little bit troubled by that prop-
osition. So maybe what we really need to do is take a step back
and put this problem in perspective.

For 200 years this country mined coal, and we know most of that
coal was mined east of the Mississippi River. And that was very
cheap coal, and all Americans benefited from that very cheap coal.
Not just the people who lived in Pennsylvania or the people who
lived in West Virginia, but people across this country benefited
from that coal. That cheap coal was used to build steel, to build the
bridges to get to the West, if you will. And I know we’ve had these
arguments in the past about who should pay for it. But because we
all benefited, I think that the price that we’re now paying to clean
up from the aftermath of 200 years’ worth of mining also needs to
be paid for by all Americans. And the real question that we’re grap-
pling with is: What’s the best vehicle to allow all Americans to pay
for—

Mrs. CUBIN. So when you say all Americans, it wouldn’t mean
that one State pay 40 percent.

Mr. JARRETT. I think we have to take a look at who is really pay-
ing. You're going to hear testimony later today from a utility. I be-
lieve that that utility company will testify that the 35 cents is em-
bedded, if you will, in the price that they have to pay for that coal,
and that it is further—those costs are passed on to the consumers.
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Mrs. CUBIN. But that isn’t answering my question. That isn’t
answering my question. I agree with you this is a problem that
requires a national solution. But the amount of money that is paid
into the AML, 40 percent of it comes from one State. That doesn’t
sound like a national solution to me. That sounds like the burden
is being carried by one State.

Mr. JARRETT. I understand that it looks that way. I guess what
I'm saying, though, is that it is not—and in the case of Wyoming,
it is not the administration in Wyoming who is paying that fee, or
those operators who are mining in Wyoming paying—

Mrs. CUBIN. But Wyoming is not getting its share. We don’t need
to argue about this.

Mr. JARRETT. Yes. I'm just saying—

Mrs. CUBIN. But Wyoming isn’t getting its money, and, you
know, if you want to make the point that it is a national problem
and all Americans need to be part of the solution, then the 490,000
people that live in Wyoming should not be burdened with the ma-
jority or a disproportionate share. Would you agree with that?

Mr. JARRETT. I believe that I do not want to be in the business
of collecting a fee in Wyoming, the State share portion, and then
turning around and giving that same amount of money back to the
State of Wyoming so that they can use it on something that has
nothing to do with the Abandoned Mine Land Program. We
shouldn’t be collecting it in the first place.

But the point I'm trying to make is that I think that same argu-
ment can be made in virtually all of the States, whether they're
certified or not. And I guess I question whether or not certification
is a good criteria to determine what AML fee rates ought to be.

So I guess, you know, I mean, I think it would be worth pursuing
the idea of eliminating State share contributions nationwide and
then look at the contributions to the Federal pot of money that gets
distributed based on need and adjust that rate to whatever level
it needs to be so that we can get the job finished in a reasonable
period of time.

Mrs. CUBIN. Well, I have to suggest that I don’t even necessarily
think that the coal industry, whether it is Western coal or Eastern
coal, having agreed on the fact that we think this is a national
problem, that it should necessarily be the coal industry alone that
is responsible for cleaning up a national problem that is, like you
said, 100 or 200 years old. I don’t see the rationale of why the coal
industry should be paying the whole burden for a national problem,
Eastern or Western coal.

Mr. JARRETT. I guess what I'm saying is I would agree with that.
I think the operators in Wyoming are no more or less responsible
for the problems than the operators in West Virginia are respon-
sible for the problems. And they’re no more or less responsible than
anyone else who lives in this country.

Mrs. CUBIN. And I think that is our challenge, to try to come up
with something that is fair, that is more equitable than what we
have now. I think we all agree on that.

How do you propose that we provide money to the CBF in the
future?
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Mr. JARRETT. Well, I don’t know that the interest earnings from
the AML Fund can satisfy all of the needs for the unassigned bene-
ficiaries—

Mrs. CUBIN. It can’t. We know it can’t.

Mr. JARRETT. —in the Combined Benefit Fund, and that seems
to me that it is a problem. It is a longstanding commitment of the
Federal Government to take care of that need, but the interest
earnings from the AML Fund we know aren’t going to be sufficient
to do that. It’s a problem that is begging another solution.

Mrs. CUBIN. And do you intend to come up with any suggestions
for that solution?

Mr. JARRETT. We are not working on any solutions outside the
context of the Abandoned Mine Land problem. My obligation is to
do the very best I can in getting—making the interest transfers to
the Combined Benefit Fund, but, you know, that is not an OSM
fIgl"ogr;‘:lm. We'’re not in the business of providing health care bene-
its.

Mrs. CUBIN. So, to your knowledge, is anyone in the administra-
tion looking for a way—because we know there is not enough
money to fund CBF. Is anyone in the administration looking for a
way to find money to fund that?

Mr. JARRETT. Not to my knowledge.

Mrs. CuBIN. OK. Thank you.

The AML Fund is currently receiving interest at a little over 1
percent. Is there any way to increase the interest that we earn on
that fund? Once again, I realize that that is not your job to invest
those funds.

Mr. JARRETT. Well, it’s not—it’s the Treasury’s job to invest those
funds, but I do have a lot to say about how those investments are
going to work. It’s my responsibility to report to the Secretary of
Treasury the amount of monies that I will need for immediate
withdrawal and the amount of monies that can be invested for the
longer term.

When I started in this job, I found that OSM was using some as-
sumptions about what monies might be needed for immediate with-
drawal that I do not agree with. That was actually pointed out to
me by the United Mine Workers. The bottom line is OSM was
working on some assumptions that said, you know, it might just be
possible that we’ll wake up tomorrow morning and find that some
judge or Congress has ordered us to write a check for the entire
$1.5 billion unappropriated in the fund; therefore, we have to keep
those investments very liquid so that we don’t end up being in vio-
lation of anti-deficiency laws.

Those assumptions I have changed, and we probably don’t need
to get into the new assumptions that we have established, but we
do have new assumptions that we’re working on right now. The two
obstacles to actually making those investments are, No. 1, one of
market timing. You’re correct, we're making about 1.2 percent on
our money right now, and I could probably double that amount by
tying that money up in, say, a 4- or 5-year investment. But we be-
lieve, based on OMB projections, that if we wait until next year,
we will be able to make substantially more than that. And while
that’s a sacrifice for this year, in the long run we think we can
maximize our investments by not tying up large blocks of money
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at 2 percent when, if we wait just a little bit, we can tie it up at
3.5 or 4.5 percent.

The other obstacle that we have right now is, while it has been
strongly suggested to me that I should assume that the AML fee
collection authority will be reauthorized, I should, therefore, tell
Treasury that I have blocks of money available for long-term in-
vestments that, in fact, I don’t have yet because I'm not willing to
assume that we’re going to have reauthorization of this fee collec-
tion authority.

So once we get reauthorization behind us, that will free up some
rather substantial blocks of money and make that available for
longer-term investments.

Mrs. CUBIN. One last question. What is your position on the
Kanjorski bill that would allow Government-backed bonds to fund
additional reclamation by the States?

Mr. JARRETT. To the best of my knowledge, that bill has not been
vetted with OMB. I have personally read that bill and analyzed it
somewhat. I'm in favor of any program that will bring additional
resources to the problem of Abandoned Mine Lands. What I par-
ticularly like about the Kanjorski bill is—and he said it when he
testified better than I can, but the AML program has a focus on
the Priority 1 and 2 sites. The Kanjorski proposal would actually
bring some money to those sites, but in some of the lower environ-
mental problems as well, it takes a more comprehensive approach
to resolving the problem than what we have the ability to do in the
AML program. And what I find particularly attractive about that
proposal is that it doesn’t just deal with taking care of the environ-
mental problems, but it actually promotes some economic develop-
ment in some otherwise depressed communities.

Mrs. CUBIN. Thank you.

Mr. Rahall?

Mr. RAHALL. Thank you, Madam Chair. As we are so late in this
hearing today and I know sev