
The original documents are located in Box 33, folder “Outer Continental Shelf, 1976: 
Leasing Legislation (1)” of the Glenn R. Schleede Files at the Gerald R. Ford Presidential 

Library. 
 

Copyright Notice 
The copyright law of the United States (Title 17, United States Code) governs the making of 
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United 
States of America his copyrights in all of his unpublished writings in National Archives collections.  
Works prepared by U.S. Government employees as part of their official duties are in the public 
domain.  The copyrights to materials written by other individuals or organizations are presumed to 
remain with them.   If you think any of the information displayed in the PDF is subject to a valid 
copyright claim, please contact the Gerald R. Ford Presidential Library.  



EXECUTIVE OFFICE OF THE PRESIDENT ~ 
OFFICE OF MANAGEMENT AND BUDGET f / 

5 
• 

WASHINGTON, D.C. 20503 «., ()( 
t . 

MAY26~ 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE PRESIDENT 

James T. Lynn /.J'/ ~ 
ocs Leasing Legislation 

Attached is an information memo on offshore oil and gas leasing 
legislation signed by several members of your Administration. 
Since it was drafted, it has become clear that the Committee 
is not going to adopt many of the Administration's amendments. 
Therefore, we have decided to stiffen our position by opposing 
the granting of a rule and seeking as many votes as we can get 
for recommittal. 

Attachment 



United States Department of the Interior 

OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 

MEMORANDUM FOR THE PRESIDENT 

FROM: SECRETARY OF THE INTERIOR 
SECRETA RY OF COMMERCE 
ADMINIST RATOR, FEDERAL ENERGY ADMINISTRATION 
DIRECTOR, OFFICE OF MANAGEMENT AND BUDGET 

SUBJECT: Legislation on Offshore Oil and Gas Leasing~- lnformation 
Memorandum 

Background 

Shortly after President Nixon announced accelerated leasing for offshore 
oil and gas in January 1974, public concern along the Atlantic coast, 
in California and in Alaska brought Congressional action to ame~d the 
Outer Continental Shelf Lands Act, under which the leasing program is 
carried out. The Senate passed S. 521, by a vote of 67 to 19, on 
July 30, 1975; the House version, H.R. 6218, is about to receive floor 
act~on, perhaps later this month. 

Both bills are comprehensive versions of the OCS program. They 
extensively modify the leasi ng arrangements and provide for an oil 
spill liability fund as well as aid to States experiencing onshore 
impacts. The State aid provisions may become moot if the amendments 
to the Coastal Zone Management Act, which are now in conference and 
which also contain impact aid provisions, are modified to become acceptable 
to you and are signed into law. 

Administration Position 

The Administration has taken the position that the Senate OCS bill is 
unacceptable. It contains provisions that are expensive, wasteful, and 
potentially crippling to the leasing program, and it would seriously 
delay deve lopment of offshore oil and gas resources. The House bill 
as reported is much less objectionable; the minority on the Committee 
were joined, by majority members from Louisiana and Texas in a ser ies of 
close votes removing many of the worst provisions of the Senate bill. 



In our work thus far with the House committee (Ad Hoc Sel ect Committee 
on the OCS, chaired by John Murphy of New York) we have maintained 
general opposition to the bill, and have twice written letters detailing 
Administration objections. In part, the Committee has responded positively 
and on the whole we feel that the House bill is now nearing acceptability 
if a limited number of additional changes are made, and if adverse floor 
amendments can be prevented. 

Our general feeling is that the Administration should not accept 
significant impairment of the OCS leasing program , which i s basically 
sound as it stands. On the other hand, there is something to be gained 
if a bill could be signed; present State opposition to new leasing off 
Alaska, California, and the Atlantic coast would be reduced, and leasing 
would undoubtedly be easier to accelerate . 

Therefore, if you do not object, we intend to continue to work for an 
acceptable bill. The price of Administration acceptance, we are agreed, 
should be the changes we list below, plus at least a fair number of 
those less crucial but still import ant changes listed at Tab A. 
Avoiding adverse amendments on the floor will be a problem, as will the 
outcome of conference with an unacceptable Senate bill. We are by no 
means confident that we will be able to recommend signature of the 
final product, but the chances are good enough, and the outlook for 
sustaining a veto uncertain enough, so that we believe working for an 
acceptable bill is the best idea. 

Required Changes in H.R. 6218 

· 1. Lease cancellation. The bill requires cancellation of hazardous 
leases under criteria.that are one-sided and has compensation provisions 
that are technically deficient. We feel cancellation should occur only 
after passage of time has clearly shown it to be necessary, and after full 
consideration of the advantages and dangers of continued production. 
Cancellation should be invoked only for hazards unanticipated at the 
time of lease issuance, and the lessee should be compensated for either the 
value of the lease at the time of cancellation, or his net expense on the 
lease, whichever is smaller. 

2. Limit on bonus bidding. The bill limits use of the present bonus­
bid system for lease sales to 90 percent of future acreage, and requires 
approval by both House and Senate to exceed the limit. We do not object 
to the 90 percent figure, provided it can be exceeded unle ss both 
Houses, by joint resolution, disapprove . 



3. Information for States . The b' l requires provision to adjacent 
States of privileged information ·"e loped by companies from geological 
and geophysical exploration. We -.ee l that such information should be 
provided only if it will not unduly harm the competitive position of 
the companies involved. 

4. Drainage of State lands. The bill requires joint Federal-State leases 
in the first three miles of Federal waters if the area contains oil or 
gas pools partly underlying State lands. We do not accept the joint­
lease concept, which implies States' rights beyond the 3-mile limit and 
which gives States a potential veto over leasing of such lands. On the 
other hand, we are willing to provide arrangements for equitable division 
of revenues so that a State will not be financially injured by drainage. 

5. Recommendations of Governors or Advisory Boards . The bill requires 
acceptance of leasing recommendations of Governors or Advisory Boards, 
unless we find them inconsistent with national security or overriding 
national interest. We feel that in the case of a nationally-owned 
resource not lying within the boundaries of any State, there should 
be no presumption of such acceptance, though we seek and encourage 
States' recommendations. 

6. Environmental studies . The bill shifts Interior's extensive program 
of OCS environmental studies to Commerce. We are agreed that the primary 
purpose of the studies is to furnish information for Interior's leasing 
decisions, and that control should remain in Interior's hands. 

7. Change s in safety regulations. The bi 11 provides that no change 
regulations may reduce the degree of safety on the OCS. We object 
to this restriction because it prevents balancing the advantages and 
disadvantages of new regulations, and because it could be a source 
of delaying litigation. 

• 
8. Authority to regulate. The bill strikes from present law the key 
sentence which, since 1953, has been the basis of regulations and court 
decisions defining Interior ' s regulatory authority. The sentence is 
not inconsistent with other parts of the bill, and we feel it should 
be retained. 

9. Consistency with State coastal zone programs. The bill requires 
that leasing be consistent with State coastal zone programs, but 
drops the qualifying phrase whi ch is present in the Coastal Zone 
Act itself, "to the maximum extent practicable." We feel the phrase 
should be retained, so that the standard of consistency is no higher 
for OCS leasing than for other Federal programs. 
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10. Best technology. The bill requires use of "the best available 'and 
safest technology, economically achievable.'' We oppose enactment of 
this phrase unless report language makes it clear that the costs and 
the advantages of new technologies can be balanced against each other, 
and the bill is amPnded to make clear that " economic achievabili ty" is 
to be determined by Interior, not the courts. 

11. Safety regulation. The bill makes multiple assignments of agency 
authority for safety regulations; sometimes as many as three agencies 
are directed to do the same thing, to no clear purpose or effect. We 
favor retention of the regulatory responsibilities in present law. 

12. Marking of obstructions. The bill makes mandatory the Coast Guard's 
present discretionary authority to mark obstructions on the OCS for 
navigational purposes. We feel that discretion should be retained, 
because marking is not always helpful or necessary, and because the 
Coast Guard's liability in case of accident might otherwise be 
unacceptably expanded. 

13. Impact aid. The impact aid provisions are identical to those in 
the House Coastal Zone bill now in conference. We object to th-mas 
being inconsistent with the Administration bill on this subject. 

14. State authority. The bill forbids development plans to be 
inc9nsistent with ''any valid exercise" of State or local authority. 
This is language taken from the Senate bill, which requires development 
plans to contain information about onshore facilities, but it is 
inappropriate in the House bill, which restricts the plans to facilities 
in Federal waters. 

15. Requirement of due diligence. The bill bars issuance or extension 
of a lease if the applicant has not diligently performed his obligations 
on other leases. The provision is unnecessary, since due diligence on 
each lease is required elsewhere in the bill; it is unworkable, since 
it could lead to cancellation of a lease held jointly by several parties 
because of the lack of diligence of one of them on another lease. 

16. Citizens' suits. The bill broadens the standing of citizens to 
sue under the Act well beyond provisions of other recent environmental 
laws. This raises the likelihood of nuisance suits. 
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~ 17._ Stratigraphic drilling. The bill requires offer of permits to 
drill in each frontier area at least one pre-lease-sale test hole, in 
a location most likely to contain oil or gas. Present policy is to 
keep these tests "off structure" so that no discovery of oil or gas 
will result, in order to gather useful geologic information but avoid 
pressure for further government exploration before leasing. Present 
policy should be retained. .... 
If all of these changes were made, we think the House bill would be 
acceptabl~. We will continue to work with the Committee toward this end. 

l1?!)/rv 81tN"l---,IL~~ 
Secretary of Commerce 

deral Energy 

• 
fa.gement and Budget 

s 



TAB A 

Other Administration Objections to H.R. 6218 

1. Retroacti vi ty. The bill applies new development plan requirements 
designed pr imar ily for frontier areas to all leases on which production 
has not taken place, including hundreds of leases in developed areas 
of the Gulf of Mexico. The requirements should be applied to frontier 
areas only. 

2. Deadline for preparation of 5-year plan. The bill prohibits l easing 
after June 30, 1977, unl ess a required 5-year plan has be en prepared 
and approved. Eighteen months after passage of the bill should be 
allowed. 

3. Principles for preparation of 5-year plan. The bill lays down 
requirements for preparing the 5-year schedule which are overly 
strict and could become sources of delaying litigation. Qualifying 
language should be added. 

4. Reports of safety violations. 
reporting of safety violations. 
by redrafting these provisions. 

The bill requires excessively detailed 
Unnecessary expense would be avoided 

5. Frequency of inspection. Unnecessarily frequent inspections 1re 
called for in the bill. Once-yearly regular inspections of platforms, 
plus a program of unannounced visits, would be adequate. 

6. Regulations required. The bill requires issuance of regulations 
concerning duties of the Secretary himself, such as preparing annual 
reports and the 5-yeaF program. Such a requirement would generate 
useless paperwork, and should be stricken. 

7. Attorney General and FTC review. The bill requires Interior to 
provide Justice and FTC with information for their review concerning 
antitrust implications lease issuance or extension. The information 
requirement is too broad, and could become burdensome and a source 
of delay. 

8 . . Regulations for subsurface storage . The bill requires Interior to 
issue regulations for all subsurface storage on the OCS, a requirement 
that is in conflict with the Energy Policy and Conservation Act, which 
assigns responsibility in the case of government facilities to the FEA. 

9. Limitations on expor t. 
findings and Congressiona l 
Export Admini stration Act. 
executive powers. 

The bill adds requirements for Presidential 
review to the normal procedures of the 
These are undesirable restrictions on 



10. Extending the term of a lease. Under certain conditions, the bill 
permits extension of the primary term of a lease to ten years from the 
normal five. To avoid undesirable pressure for extensions, this provision 
should be limited to leases containing such permission in their original 
language. 

11. Development plan approval if environmental studies are incomplete. The 
bill says that an incomplete environmental study shall not "in itself" be 
grounds for refusing to approve a development plan. This question should 
be left to Interior's discretion, since in some cases the study may be 
important enough to be worth waiting for. 

12. Compensation for leases cancelled because of safety violations or 
inability to comply with law. The bill fails to make clear that 
cancellation for these reasons would not entitle the lessee to 
compensation. 

13. Revision of development plans. The bill restricts too narrowly 
the grounds for revision of development plans. If the requested 
revision is not contrary to the public interest, the mere convenience 
of the lessee should be sufficient. 

14. Reimbursement for data costs. The bill provides for reimbursement 
of lessees but not permittees for reproduction costs of data acquired 
from them by Interior. The provisions should be the same for both. 

15. Price per lease-share under "Phillips plan ." The bill provides that 
all bidders for 1 p0rcent lease shares under the Phillips plan system 
woulr;l pay the same price, regardless of their bids. This requirement 
unnecessarily handicaps an otherwise promising experimental bidding system. 

16. Required environmental impact statement at development stage. The 
bill requires at least one EIS on development in each frontier area, but 
it is ambiguously worded, and could be interpreted to require one on 
each geologic structure, which would be unworkably burdensome. 

17. Definition of "affected State." The definition now in the bill 
makes it possible for a State to be defined as "affected" by an oil spill 
from any vessel, not just one carrying OCS oil. This is inconsistent 
with the logic of the oil spill liability provisions elsewhere in the bill. 

18. Proper term for OCS "structures." In referring to OCS "structures" 
such as wells and platforn1s, the bill fails to use language which is 
fully consistent with the 1958 Convention on the Continental Shelf. 
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MEMORANDUM POltl 

J'AOM.:. 

SUal'ECT:-

April 15, 197C 

J"IM CANNOJf 
MU FUBDJPtSOOBr 

Gt.mm a. SCHJ:&BD~ 

&lGNDJG CIUMOft 

Af~er eYery oonoeivabl• 4el&y, th c:hAQCea are 
9ood th•t we will baVe thia le,i•latioa (H.R.. 10230) 
betWMD April 21 and May 1. & ach«lule p,:opoHl 
1• att.aohed. Note tba~ the li•t of •~• an4 
aeleot.«1 staff &OIi Conrp:es•lonal aoamaitteu i• 1n 
draft and naecl• to .bfJ r•ued by COngr .. aiozaal 
Relation■• 

I really think ~t• .ls an event wo~th hi9bl.J.9btinq. 

~'fION 

~t ·yo\\ sign the attached schedule pi:opo•al. 

Attachment 

/ 



OFFICE OF MANAGEMENT AND BUDGET 

ROUTE SLIP 

Take necessary act i on D 
A ppr ova I or s ignature D 
Comment 0 
Prepare reply 0 
Dis cuss with me D 
For your information 0 
See remarks be low D 

FROM . Joellyn Murphy DATE 23 April 1976 

- -----~-------------------REMARK S 

I'm told the States are planning a full 
scale phone and letter campaign to the 
White House on this issue. I thought you 
might be the one to get the counter 
arguments to whomever at the WH is on the 
receiving end. 

Your help is important because our nego­
tiations on the Coastal Zone Amendments are 
going very well on the Hill, but they will 
break down completely if the Hill thinks 
the States can bamboozle the White House 
on the tn.nnped up issue of "legal" problems 
with loans. 

What's at stake here is the difference 
between $ZOOM in grants plus $8OOM in 
loans ( our ''bottom line") and $1-4B in 
grants! 

0 MB FORM 4 
R EV A UG 7 0 



EXECUTIVE OFFICE OF THE PRESIDENT 

oATE = April 23, 1976 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D .C , 205 03 

REPLY TO 

ATTN oF, Analysis (Murphy) 

susJEcT , Coastal Zone Energy Impact Assistance: State Lobbying 
Against the Administration's Loan Approach 

Jim Mitchell 

The Commerce and Merchant Marine Committees are getting increasingly 
heavy pressure from the States on the issue of legal and practical 
impediments to our loan and guarantee approach for OCS impact 
assistance. 

I was informed by Hill staff that key State people intend to 
"bombard the White House directly" with their arguments why we 
should give them grants rather than loans. 

These arguments are~ 

0 Some state constitutions prohibit bonding, 

0 Other state laws restrict state bonding to low amounts 
and/or limited purposes, 

0 OCS related needs will exceed localities' statutory debt 
limits, 

0 Local debt most often requires voter approval, 

0 Changing such statutory constraints is impossible or 
improbable in most cases, and 

0 In cases where laws might be changed, they can't be changed 
in time to cope with imminent OCS impacts. 

Counter argwnents are as follows. 

0 Analysis of the 30 coastal states' constitutions shows that 
while there are some problems, there are also several (and 
frequently used) ways around them. For example , some states 
periodically amend their consti tutions to authorize debt for 
specific purposes. Other states require legislation and/or 
referendum to authorize debt. 



0 The issue of State debt is being overemphasized. The public 
facilities to be financed are schools, parks, sewers, etc., 
i.e., facilities usually financed by local governments. Our 
approach gives the States the say on where, when, and which 
projects will be built, but the State does not have to be, 
and is unlikely to be, the borrower of record. 

0 These facilities are the kind financed every day by local 
governments. If local debt ceilings are a constraint, laws 
could be passed to exempt from those debt ceilings these 
Federally guaranteed or direct loans (because we forgive them 
if there is inability to repay). 

0 If OCS impacts are in fact a real and major problem as states 
assert, states and localities should be willing to pass laws 
enabling them to accept loans. States pass laws easily enough 
when necessary to accept Federal grants; why is it "impossible" 
for loans? 

0 OCS related growth should not be exempt from usual local 
political review. If a State or a local community votes down 
a bond issue, that is its choice. TI1e possibility of voters 
rejecting bonds does not justify Federal grants. 

° Federal grant authority would create a disincentive to borrow 
where the community could and should borrow. It would also 
reward communities which do not try to help themselves and 
penalize communities which do try to help themselves. 

0 The OCS impacts which will necessitate public facilities are 
1 1/2 - 2 years away at the very earliest. TI1ere is, there­
fore, sufficient time in whimto pass or change laws, if 
necessary, if they want to. Meanwhile, generous planning 
grants will have gone out. 

0 Solving energy impact problems must be a partnership between 
Federal and State government . The Federal government is 
making about $1B available for public facilities loans because 
loans are the most equitable, efficient, and fiscally responsible 
approach. States should do a fair share by ensuring that state 
law does not prevent localities, State agencies, or the States 
themselves, if necessary, from availing themselves of Federal 
loans. 

CC: 
Glen . Schleede / 
Norm Hartness 
Frank Hodson 

C. 

"'? / ·~ 
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ERC-EPB Meeting, April 13, 1976 t: 

Background Paper t-: JI~ 
Status Report, Outer Continental Shelf Leasing AmendmenlJ"',ii,I ~J-

Legislative Backqround V~f} 
0 

0 

0 

Senate bill S. 521, Amendments to OCS Lands Act, passed 67-19 
on July 30, 1975. 

House Ad Hoc Committee on OCS (chaired by Murphy of New York) 
now completing markup of H.R. 6218. Floor action expected in 
30-60 days. 

Administration position: in opposition to both bills. 
law (OCS Lands Act of 1953) is adequate. 

Present 

Major Problems in Senate bill S. 521 

0 

0 

0 

0 

0 

Requires preparation, publication, and yearly revision of 
5-year leasing plan 

with mandatory environ.mental impact statement, content of 
which is specified in detail 

must be consistent with approved State coastal zone programs 

leasing prohibited after June 30, 1977 in areas not included 
in the plan 

Requires large increase in Federal information gathering and 
exploration 

$100 million per year mapping program 

Government exploration of areas not included in 5-year plan 
($500 million authorized) 

Requires stringent safety regulation 

use of "best available technology" 

no new regulations may reduce the degree of safety 

Interior's OCS environmental studies prog~am (now $40 million 
per year) is transferred to NOAA 

Secretary of Interior must accept Governors' recommendations on 
leasing unless he finds them "not consistent with national 
security or overriding national interests." 

--------------------------------------------



0 

0 

0 

Authorizes use of new bidding systems for sale of leases 

eight new ones in addition to the two now authorized 

limits use of present bonus-bid system to 50 percent 
of future acreage 

requires experimental use of new systems 

New procedures for review of lessees' development plans 

mandatory public hearing on each plan 

2 

plans must include on-shore information (thus Interior 
approves plan for facilities outside Federal jurisdiction) 

plans can be permanently disapproved if "extraordinary 
circumstances" prevent safe operation 

oil and gas production must be at "maximum efficient rate" 

new development plan requirements are retroactive to all 
leases on which production has not begun 

Summary view of Senate bill S. 521: 

would seriously slow OCS leasing, cause large extra administrative 
expense and reduce the value of the Nation's offshore oil and gas. 

House bill H.R. 6218 

0 

0 

0 

0 

0 

House jurisdictional problems led to formation of an Ad Hoc OCS 
CommitteE~ made up of members from Interior, Merchant Marine, and 
Judiciary 

House bill now in Committee is far less harmful than the Senate 
bill, but some major problems remain 

Requires 5-year plan (but EIS is not mandatory) 

Baseline environmental studies are shifted to NOAA 

Leas~s may be cancelled or development plans disapproved where 
there is serious danger of environmental harm. Lessee would be 
compensated by return of all his operating costs and payments 
to the Government. 



0 

0 

0 

0 

0 
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First three miles of Federal lands must be leased jointly with 
adjacent State, and revenues shared on the basis of whether 
State or Federal lands are being drained. Procedure effectively 
provides a State veto over leasing these first 3 miles of OCS 

Interior is required to offer permits for pre-lease-sale exploratory 
drilling in frontier areas (so-called "on-structure stratigraphic 
tests"). 

Present bonus bidding system is limited to 90 percent (Senate 
bill, 50 percent) of future acreage 

States are given the right to inspect confidential geological 
interpretations submitted by lessees to Interior. 

Summary view of House bill: 

not as Lad as the Senate bill, but not acceptable in its present 
form. 



THE WHITE HOUSE 

WASHINGTON 

February 6, 1976 

MEMORANDUM FOR: STEVE 

GLENN 

McCONAHEY . i\t/ 
R. SCHLEEDE{J'~- · FROM: 

SUBJECT: GOVERNOR I!Af1..MOND' S REQUEST TO .MEET 
WITH THE PRESIDENT 

I have obtained Secretary Kleppe's views on this {via 
Ron Coleman) and they are as follows: "~ r c Re--~~ 

- ..0 

The President should meet with him if the < ~ 

schedule permits. \~ 

Secretary Kleppe has met with Hammond a couple 
of times already on the OCS leasing issue. The 
Secretary believes that, while Hammond is asking 
for a two-year delay, he is primarily interested 
in getting a commitment to some Federal fron.t:-erid 
financial assistance to help with on-shore development 
that will result from OCS leasing and development. 

Assuming this is the case, the President could 
tell the Governor that he {the President) is 
sympathetic to the Alaska on-shore development 
problem and that he will be proposing legislation 
in the next few days calling for an Energy Development 
Impact Assistance program consisting of loans to 
aid impacted areas. 

Based on this, a meeting probably is a good idea. 

I have asked Interior for a paper with background material 
that we can use to prepare a briefing paper for the President, 
assuming the meeting goes ahead. Please let me know if you 
want material for a briefing paper. 



; 

-··- . .... ·,.• 

•• 3 WH8026C1253)(1-Z13215A035)PO 02/04/76 1249 
•••.• 1... 

4 l CS IPMAFL-'8 Ah'G ·· 

• : 008 A WWAQ JUNEAU ALASKA 234 02:..24 915A PST 
1976 FEB 4 PM 

. . . 
7 PMS THE HO~RAoLE :GERALD FORD PRESIDENT 

• 8 ·•·, .. -_ 

9 THE WHITE HOUSE :_._ -
.. r 

10 WASHOc· · ' .- _ j:i r. . 
•:: DEAF\ MR PRESIDENT ·-~~- . -

'-
13

· THE STATE OF ALASKA HAS SUPPORTED THE FEDERAL OCS - -, .. 

•:;- PROGRAM FOR ITS INCEP_!ION, SEEKI~ OM...Y CONSTUCTIVE 

H CH>\i'bES RESPONSIVE TO WHAT I BELIEVE ARE LEGITIMATE .IT - . 
1g STATE .INTERESTS. IT HAS BEEN, At-0 CONTINUES TO BE, 
11 MY BELIEF THAT a-tA~ES MADE NQ,i IN THE PROGRAM ARE 

~:1 
2i THE BEST GU ARANTEE OF THE LON:":;-TERM SUCCESS OF THE 
·-

·- OCS PROGRAM IN ALASKA. _. ~·~~ 
n 

21 HAO THE PROGRAM BEEN MORE FLEXIBLE EARLIER, NO DELAY 
~2b 

.. ··::-,_: 

: ! - ..... . 

.. ' 

7 AS CIRCUMSTANCES NOW EXIST HOWEVER Ot-l..Y A DELAY OF Ot-E-· ·- . 
• a 

• _ -t TO T7t0 YEARS WILL ALLOW OUR STATE TO AVOID EXTRE~LY 

-· ''
10

~. UNDESIRABLE SOCIOECO~MIC Al'O CULTLRAL IMPACTS ANJ -

•::::·.THE RISKS , OF SUBSTANTIAL .EPNIRO~ENT a-tAN:;E. THE. RECENT .~-

:'':;3 RECOMMEMJATIONS OF YOUR COUNCIL ON ENVIROf'-MENTAL.' 

~ .:;· QUALITY BEAR our'<THE. STATE PosrrroN Ar-D ·1 ·wANT ro 
·. ' . ~ . 

·.: .... . . 
1

' REQUEST IN THE MOST FORCEFUL MAN~R P0SSIBLE-iTHAT 
• 17-: 

u YOU ACT TO GRANT A DELAY IN THE N.E •. GULF :LEASE SALE. 
- . . -:, , · 

. ~n A -REDUCTION IN TRACTS SOLD WILL t-,OT RESOLVE REAL STATE 
820 

2, OIF'FICULTIES IN ANY MEANif\GFl.JL WAY. 
2? 

@n -
n I WANT 
25 ALASKA 

@2~ 

-
TO EMPHASIZE THAT THE STATE BELIEVES A GOOD 
OCS PRCGRAM CAN Ai'O SHOULD BE FORMULATED 

00 

- _._-:·f . 
_. -~ 

.. _;, -~ 

. 
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. ' ... ~;1} 

.. :..._ \~ 



. 3 

4 .5 
1. COOPERATIVELY. · rtE -HAVE OFFERED TO COOPERATE IN THE 
7 BEAUFORT SEA AMl BELIEVE COOPERATION IS ALSO POSSIBLE ., 

• 9 IN LO~ER COOK '< !N..ET:; :~) TH8iCX>NCERN OF THE STATE CENTERS 
1

~ ON THE NATURE OF THE PRESENT PROGRAM ANJ THE TH.H~ en: 
12 OF THE FIRST SA{E . IN THE:\N.E. GULF. BEFORE ANY FINAL 
13 DECISION IS MADE· ON A MATTER ~ WHICH IS SO VITAL BOTH ;:,-;:.. . ·. '" . 
; 5 TO THE STATE ANJ ·:-NATION I n OULD APPRECIATE AN 
16 OPPORTUNITY TO SPEAK11ITH YOU EITHER PERSONALLY OR BY 

011 
lS TELEPHONE. I 
n MY THANKS TO 

(t:o 
21 SINCERELY 

WILL BE -IN WASHlf'.l;TON ON ~t-OAY FEBRU.aRY 9. 
YOU FOR YOUR CONSIDERATION OF MY CONCERN. 

JAY S. · HAMMOND, GOVER~R STATE OF ALASKA 

... 
•' : ~ -.:~◄: 

. .., ~ f :~ 
"i\--· 
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DRAFT 

MEMORA Glenn Schleede 
The White House 

From: Executive Assistant o the Secretary 
Department of the nterior 

Subject: Governor Hammo 
for a Delay 

Request to the President 
Alaska Lease Sale 

0 

0 

0 

0 

0 

t with Governor Hammond. 

He should not 

Alaska lease 

in the proposed ./";---
/ . l'O ,;; 
, ~ <., 

I<::, ,:,; I 

! ;;;' " l 
·,o:: 
' ' " 
\(~ 

Based n several mee ·ngs between the Secretary 

Governor's real interest 

will receive economic 

front end impact assistanceo 

Present schedule calls for a decision to have a lease 

sale by the Secretary the week of February 16. If 

the decision is to have a sale~rliest date of 

sale would be approximately March 31. 

The most opti~is~ic estimate is that only one hole 
d ~,tte-d/ 

could b7'11,8Uliohod in the fall of 1976 o The sale, if 

approved, would probably be of limited size and impact~ 

~ major impact to come 3 to 4 years from now which 

allows ample time for planningo 

--- ------------- ---------------------- -------
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The President could assure the Governor that the 

legislation introduced by the Administratio~ or a 

modification of the legislation approved by the 

Merchant Marine Committee by a vote of 30 - O, will 

emerge from this Congress and that the State of 

Alaska would receive appropriate financial aid for 

the impact resulting from any Alaska sale this year. 

Ronald G. Coleman 



United S~tes Department of the Interior 

OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 20240 

FE84 1976 

Memorandum 

To: See Distribution 

From: William R. Moffat 
Director, Office of Policy Analysis 

Subject: Outer Continental Shelf Leasing Experiments 

Attached is a paper written by Marshall Rose of my office, "Design 
Elements of OCS Leasing Experiments Mandated Under S. 521." I would 
appreciate receiving any comments you may have on it. 

As you know, S. 521; Amendments to the Outer Continental Shelf Lands 
Act, which passed the Senate last July, calls for a series of experiments 
with new OCS oil and gas leasing arrangements, and in effect mandates 
that half of future frontier leasing be devoted to these experiments by 
limiting use of the present customary bonus bidding procedure to no more 
than half of frontier acreage. Rose's analysis is intended to throw light 
on whether thes e provisions are wise . His paper will be easy reading only 
for persons acquainted with methods of statistical inference and decision 
theory, but the general thrust of all of it except the appendix should be 
accessible to anyone willing to puzzle it through. 

The major pre:mmptions which underly Rose's analysis are these: 

The net value to the Nation of an OCS oil and gas lease 
is o :~ten extremely 

0

high ( tens of millions of dollars or 
more). Experiments with sales of leases under untried 
lease terms must therefore be treated as potentially 
very costly, since the new terms may reduce the value 
of the oil and gas by altering the time profile of 
production, changing the amounts ultimately recovered , 
or affecting costs of lease administration, and may 
alter the share of value which is returned to the public 
through bonuses , rents, royalties, or profit shares. 



Therefore, no experiment should b2 larger than is 
necessary to produce a statistically significant 
r e sult . Furthermore , some experiments, even of minimum 
size , may be too costly to be justified at all . 

Many of the most important questions about OCS leasing 
systems are not answerable by doing experiments , at least 
not within a reasonable period of time. The effects of 
lease terms on production profiles, ultimate recovery, 

2 

early shutdown, and risk aversion, for example, will probably 
not be revealed by experiments. Questions which are subject 
to experimentation, while interesting and important, may not 
justify very high experimental costs. The issue of whether 
a particular experiment is worth carrying out at all is 
t herefore an important one to analyze case by case . 

Fortunately, experimentation is far from being the only (or 
even necessarily the best) method of improving our knowledge 
about different leasing systems. Careful theoretical work, 
and computer simulation modeling , have so far told us much 
more than experiments, and probably will continue to do so . 
In fact , experiments may sometimes be useful primarily for 
valid2.ting the assumptions used to construct simulation 
models, not for the experimental results taken by themselves. 

Written against this background , the major conclusions of Rose ' s analysis 
are these: 

Cer::ain of the alternate leasing systems in S. 521 probably 
sh01:· ld not be tested experimentally at all, either because 
testable hypotheses cannot be formulated about them, or 
because information about some systems can be gained as well 
or cetter by testing others. 

For a wide variety of assumptions , and for the range of 
experience in the October 1974 royalty bidding experiment , 
40 to 60 observations should be sufficient to test a given 
system. The acreage required depends importantly on whether 
mor e than one system can be tested per lease tract . 

Decision analysis (based on assumptions deliberately favorable 
t o experimentation) indicates that between 10 and 25 percent 
o f the acreage over the next two years is a probable upper 
l imit on benef i cial experimentation. 
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In light of Rose ' s analysis, enactment of the provisions of s. 521 on 
experimentation would appear to be a bad mistake with potentially very 
high costs . 

The presumption in S. 521 appears to be that any experiment is good, and 
that lots of experimentation is still better. My personal view is that 
while some experiments may be justifiable, an arbitrary mandate as to their 
number or size definitely is not. In light of the extreme value of the 
resources involved, and the losses that could result from leasing under 
i nferior systems, before any experiment is carried out there should be 
analysis sufficient to warrant the presumption that its benefits will 
exceed its costs. 

The results so far from theory, from the royalty bidding experiment, 
and from various simulation models strongly suggest that the most promising 
leasing systems are those using bonus bidding with a specified contingent 
payment--either royalty or profit share . Sorting out the advantages of the 
various forms of such systems may be helped along by limited experiments 
that tell us something about administrative costs and about the types of 
bidders attracted to each system. But the choice of systems depends at 
least as importantly, and perhaps much more so , on questions experimentation 
won't answer. The importance S. 521 places on experiments thus seems 
misplaced , and in light of the very real costs of leasing under inferior 
systems , it seems extremely unwise . 
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·Abstract 

This paper considers the composition and size of the OCS experiment 
mandated in S. 521. Four of the nine experimental systems listed in 
S. 521 have been identified as clearly superior testing candidates. 
They are: · 

- Fixed cash bonus with royalty bid 

Fixed cash bonus with profit share bid 

- Fixed profit share with cash bonus bid 

- Fixed profit share, cash bonus bid, and one percent 
working interest shares. 

To efficiently examine a particular hypothesis, 40 - 60 observations 
per experimental system are needed. This suggests that for hypotheses 
relating to leased tracts only, up to 50 - 80 tracts might have to be 
offered under each of the relevant experimental systems in order to 
generate 40 - 60 observations on leased tracts. 

The suitable test size of the OCS experiment appears to be between . 
10 and 25 p~rcent of tracts offered during the two-year testing period. 
Under an accelerated leasing schedule, the appropriate test size is 
probably closer to 10 percent, while a 25 percent test is likely to be 
more appropriate for low rates of leasing. 



I. Introduction 

Senate bill S. 521 (Section 203) directs the Secretary of the Department of 
the Interior to experiment with alternative OCS leasing systems over a t wo­
year period. The results of the experiment 11 shall be incorporated into an 
overall analysis of these [leasing] systems and this analysis shall be 
provided to Congress no later than 12 months after the sale date." 

The following elements are of primary concern in structuring an experimental 
design of .OCS leasing systems: 

,. Objectives of the tests. 

2. Systems to be tested. 

3. Sample size of individual systems. 

4. Sample size of the entire experiment. 

5. Statistical design based on specific hypotheses to be 
tested. 

6. Supplementary analysis accompanying empirical tests. 

The scope of this paper is limited to the first four of these issues. 

II. Objectives of the OCS Experiment 

Ideally, the experiment should provide information which allows comparison 
of the alternative leasing systems under consideration with respect to public 
and private benefits and costs. In this regard the following factors are 
most important: level of the bids; number of bidders; distribution of bidders 
by firm size and frequ ency of past participation in OCS auction sales; expected 
Federal revenues; development and production profiles; and ease of program 
administration. · 

The level of the individual bids indicates the willingness of firms to pay 
for the lease as a function of the terms of the auction and the uncertainty 
in value associated with specific tracts. The number and distribution of 
bidders indicates the degree of auction competition associated with alternative 
leasing systems. Federal revenues and development and production profiles 
are relevant for determining the expected present value of government receipts 
as well as the level and timing of output associated with each of the leasing 
systems considered. The importance of program administration is self evident. 



If the information cited above could be generated in sufficient detail, a 
rigorous comparison of alternative leasing systems could then be conducted. 
Unfortunately, we can expect that the actual level of information generated 
will not be nearly sufficient to allow such a comparison. 
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One reason is that bidders may disguise their bids (or not bid at all) in order 
to bias the results in favor of the leasing system most favorable to themselves. 
Owing to differences in bidding ·strategy, risk aversion, and estimates of 
reserves, it may not be possible to distinguish spurious bids from truthful 
ones. Even if this were possible, it would be extremely difficult to infer 
the production profiles used in generating the bids. This is a particularly 
vexing problem when the bid variable is• a profit share or royalty rate. In 
'the former case, the highest bidding firm may be a relatively inefficient 
producer, and its bid may reflect a high percentage of a relatively low absolute 
level of profits. In the latter case, the winning firm may simply bid a 
speculative royalty rate that would discourage or delay production unless 
actual reserves are very high. Furthermore, it would take several years to 
~etermine the extent to which a particular leasing system induced such specu­
lative bidding tactics. 

As a result, the information generated by a bidding experiment cannot be used 
to evaluate alternative systems in a comprehensive and timely manner. Never­
theless, a bidding experiment can be used for more modest purposes, such as 
testing the predictive reliability of independently developed leasing models; 
examining a limited number of relevant factors among leasing systems, such 
as the type and number of bidders, and the ease with which a given system 
can be administefed; and evaluating in detail designated leasing systems with 
regard to bidding strategies as the given element (royalty or profit share 
rate) is changed. · 

III. Leasing Systems to be Tested 

S. 521 specifies nine basic experimental systems, and labels them (8) through 
(J). The cash bonus bidding system is denoted by (A). These 10 systems are 
shown in Figure l. 

Cash Bonus Bid 

Fixed Cash Bonus 

{I) Exploratory 
Plan 

Figure l 

OCS Leasing Systems Available Under S. 521 

A Constant Ro alt 
C Slidin Ro alty 
D Constant Profit Share 
F Constant Ro alt and Profit Share 
G 1% Workin Interest - Constant Profit Share 
H 1% Workin Interest - Slidin Profit Share 

8 Ro alt Bid 
E Profit Share Bid 
J Cash Bonus Grant - Ro alt or Profit Share Bid 

Constant Royalty 

Constant Profit Share 
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For purposes of the OCS experiment, five of these leasing systems are 
inferior test vehicles. They are C, H, F, J, and I. Their shortcomings 
are described below: 

(C) Cash bonus bids with sliding scale royalty, and 

(H) Cash bonus bids with sliding scale profit share: Based on 
research to date, l/ it appears that nondevelopment rather than 
early abandonment is the more serious economic problem associated 
with royalty and profit shares. Thus, we can expect that 
modification of constant rates to variable rates will not 
significantly affect production or bidding strategies. Accordingly, 
the results obtained from testing systems A (cash bonus bids with 
constant royalty) and G (cash bonus bids with constant profit 
share) can be used in conjunction with our analytical models 
to infer the characteristics of systems having sliding scale 
rates. 

( F) Cash bonus bids 1,iith fixed royalty and fixed profit share: ~Ii th 
both the royalty and profit share as fixed elements, it is difficult 
to separate the effect of each --element on the cash bonus bid and 
upon development strategies. The individual effects of each 
element may be more accurately evaluated by considering tv10 leasin CJ 
strateg~es: A (cash bonus bid with constant royalty) ri_nrl J) (cnsh 
bonus with constant profit share). 

(J) Fixed cash bonus, returned as grants to cover exoloration costs, 
with royalty or profit share bid: We can expect that the cash 
bonus grants will simply increase the bid variable by an equivalent 
amount. In this case, leasing system J is largely redundant, since 
the relevant information can be obtained from systems B (fixed 
cash bonus with royalty bid) and E (fixed cash bonus with profit 
share bid). 

(I) Exploratory plan: Owing to the ambiguity of the bid variable and the 
subjective nature of the bid evaluation, it will be difficult to 
formulate testable hypotheses about this type of leasing system. 

· y "Analysis of Alternative Bidding System·s for OCS Oil and Gas Leases, 11 

Office of OCS Program Coordination, Department of the Interior, April 29, 
1975, draft. 
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Based on the foregoing discussion, we conclude that systems C, H, F, J and I 
are inferior and/or redundant leasing systems for empirical testing purpos es. 
In fact, we could also argue that these systems are dominated by the others 
on theoretical grounds as well, but it is not necessary (perhaps not 
desirable as well) to do so at this time. 

IV. Sample Size Per Experimental System 

Statistical tests of significance involve, among other thin9s, determination 
of whether a difference in samole statistics, e.g., mean values, is sufficiently 
large to infer that the samp les are drawn from different populations, for example, 
populations having unequal mean values. As the sample size increases, . the test 
becomes more sensitive, in the sense that smaller measured differences in the 
sample means can be considered statistically significant. 

In testing a particular hypotheses at a specified level of confidence, the 
magnitude of the difference in statistics that is significant depends upon the 
sample size and the estimated standard deviation of the appropriate variable 
under consideration. For example, suppose that we want to test whether or not 
there is a significant difference in the mean number of bids per tract received 
for two leasing systems, namely cash bonus bidding, b, and royalty bidding, r. 

Denote the sample mean number of bonus bids by Xb, and the sample mean number 
of royalty bids by Xr. The symbol cr represents the estimated standard 
deviation of the variable Xr - Xb. 

The significance ratio is defined by 

T = Xr - Xb ( 1) 
(j 

When the samples are independent, 

a-2 = ur2 + crb2 
' 

(2) 

and 

ur2 = sr2/ (Nr - 1 .0), 

where sr2 is the variance of the sample number of royalty bids, and Nr is the size 
of the royalty sample. The term crb 2 is defined in a similar way. 

To determine if Xr - Xb is significant, we compare the value of T to the number 
of standard deviates taken from the Students t distribution for Nr + Nb -2 
degrees of freedom. If T exceeds this number of standard deviates at a given 
level of confidence, we can infer that the difference in sample mean values is 
statistically significant. 
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If we let t represent the number of standard devi ates, then to- is the 
minimum difference in sample mean values that can be considered significant. 
As the sample size increases, both t and a- decline, so that smaller differences 
in mean values become significant. 

At the same time, l arger sample sizes are more expensive. In the absence of 
cost-benefit measures, there is no exact method for findinq the optimal s amp le 
size. Accordingly, we proceed in the followinq heuristic fashion. 

The standard assumption is made that if Si (i = r, b) is known for any Ni, 
then this Si is our best estimate of the sample standard deviation for any Nit' 
Also, over the range of sample sizes in which we will be interested, t can be 
taken as fi xed . Thus, as the sample size increases, the improved sensitivity 
of the experiment can be measured solely by changes in a-. 

Given sample values for the Si and Ni, we can compute the proportional ch ange in 
er as the Ni are varied. In this way we can find a range for Ni within \vhich 
the appropriate sample size is likely to reside. We demonstrate this approach 
with the following example. 

In OCS Sale #36, 297 tracts were offered: 10 under royalty bidding, and 287 
under bonus bidding. The following statistics were found for the number of bids 
per tract. 

Xr = 5.3, Sr= 4.80 

Xb = l . l , . Sb = l . 56 

Computing the significance ratio from equation (1), we find that T = 2.63. 
At the 95% level of confidence, t = l.96 for 29 5 deqrees of freedom. Since T> t, 
the difference in mean values is considered significan t. 

Calculating a- in equation (2), we then find that to-= 3.14, which is the 
minimum difference in sample mean values that can be detected by this test as 
being significant. The effect of alternative test sizes on the level of 
significance is shown in Table l. 

Three separate 
Nr + Nb = 297. 
that Nb= 70. 
Sale sizes. · 

cases are considered therein. In the first case, we let 
The second case has Nr +Nb= 80. The third case assumes 

These sample sizes span the range of expected values of future 

'l:..l See, for example, Snedecor, G., Statistical Methods, Iowa State University 
Press, Ames, Im'ia, 1956, pp. 60-61. 



Nr 

10 
20 
30 
40 
50 
60 
75 
100 
200 

10 
20 
30 
40 
50 
60 
70 

10 
20 
30 
40 
50 
60 
75 
100 
200 

Table l 

Effect of Sample Size on the Level 
of Si gni fi ca n_ce 

Sr= 4.80 
Sb = · l . 56 

Nb O" 

287 1.60 
297 1. 10 
267 0.89 
257 o. 77 
247 0.68 
237 0.63 
222 0.56 
197 0.49 

97 0.38 

70 l. 61 
60 l. 12 
50 0.92 
40 0.81 
30 0.74 
20 o. 72 
10 o. 78 

70 l. 61 
70 l. 12 
70 0.91 
70 0.79 
70 0.71 
70 0.65 
70 0.49 
70 0.42 
70 0.39 

O"o 

1.00 
0.69 
0.56 
0.48 
0.43 
0.39 
0.35 
0.31 
0.23 

1.00 
0.70 
0.57 
0.50 
0.46 
0.45 
0.48 

1.00 
0.70 
0.57 
0.49 
0.44 
0.40 
0.30 
0.26 
0.24 

6 
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For each of these three cases, the proportional effect on tu as the sample 
size changes is approximated by 0-0 . This term represents the normalized value of 
a-, where 0-0 = 1.0 for Nr = 10 in each case. The results are seen to be 
quite similar for all three cases. An increase in Nr from 10 to 20 reduces 
CT0 by 30 percent. An increase in Nr from 20 to 30 reduces u0 by 20 percent . 
An increase in Nr from 30 to 40 reduces a-0 by approximately 15 percent. When 
Nr increases from 40 to 50, a-0 is reduced .by about 10 percent. Additional 
increases in Nr result in proportionately smaller reductions in a-0 • 

These results suggest that, for the ·particular hypothesis being tested, 40 4 
Nr ~ 60 i~ an appropriate test size . However, the results are significan tly 
more general than one might suspect. 

It is easy to show that · u0 is unaffected by seal ar changes in the Si. 
Therefore, CT0 is the same for a given value of Sr/Sb. In the sample problem, 
the v_alues ofu0 in Table l are unchanged as long as Sr/Sb= 3.08. 
Experimentation with different values of Sr/Sb shows that, for Nb constant 
and lying within the range of 50 - 300, the largest reduction in a-0 for gi ven 
changes "in Nr occur at Sr/Sb~ 3.0. Using the reduction in o-0 with respect to 
changes in Nr as a proxy for marginal benefits, it follows that at any level 
of Nr,marginal benefits will be lower when Sr/Sb :\ 3.0. Thus, if the maonitude 
of Sr/Sb is substantially different from 3.0, we will find tha t the appropriate 
range of san1ple sizes for the experimental systems will lie below 40 ~ Nr ::-;;· 60. 

In any forthcomi ng 0CS experiment, it may be desirable to test two biddin g 
systems on the same set of tracts. In this way differences in tract parameters 
could be taken into account or differences in the bidding results could be 
analyzed with more precision. When the sample results are paired in this 
manner, it is likely that the results will not be independent. 

The formula for computing ff for paired samples is 

u2 = o-r2 +o-b 2 - 2Rur ub, 

where R is the correlation between the two samples. Because Nr=Nb in these 
cases, it can be shown that 

CT0 = 3.0/ ~Nr -1.0 . 3/ 

That is,u0 is not dependent upon either the absolute or relative levels of the 
Si, nor is it dependent upon R. The numerical relationship between o-0 

and the sample size is presented in Table 2. 

3/ The numerator is equal to~ Nr-1.0 = 3.0 for Nr = 10. As the sample size 
Tncreases, (Y"is equal to a constant, which depends upon Sr, Sb, and R, multiplied 
by 1.0/ ~Nr - l.O. 
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Tabie 2 

The Effect of Sample Size on the Level 
of Significance: Paired Samples 

20 30 40 50 60 

1.00 0.71 0.58 0.50 0.45 0.41 

8 

75 100 200 

0.37 0.32 0.22 

Comparison between Tabl~l and 2 does not reveal any substantial differences 
in the effect of sample size on the level of significance for paired and 
unpaired samples. However, as a practical matter, it appears desirable to 
design an experi me nt in which Nr is somewhat larger when the samples are paired. 
The reason is that, in these cases, we can expect some firms to submit bids 
on only one of the two leasing systems for the paired-sample tracts. In t his 
way they can still win the tract if the system under which they bid on is 
chosen for evaluating bids. However, in unpaired samples, the firm obviously 
cannot win a tract if it refuses to bid under an experimental system, if this is 
the only bidding system utilized on that tract. 

In summary, this section has shown that, in order to generate statistically valid 
results in an efficient manner, no more than 40-60 observations are needed 
per experimental system. Assuming that 75 percent of tracts offered receive 
serious bids; we conclude that the maximum number of tracts that should be offered 
under any one experimental leas ing system is between 50 and 80. 

V. Overall Size of the Experiment 

This section considers the following question: during the period of the 
OCS leasing experiment, what percent of available tracts should be offered under 
experimental systems? To answer this question, a decision theoretic model 
has been developed. The model is explained in detail in the Appendix. 

The primary elements of the model are depicted in Figure 2, where square nodes 
represent decision points and circles represent chance events. The decision 
problem is to choose between the options of not testing, NT, or testing at 
size X, denoted bj TX. This decision depends upon the worth of not testing, 
Wn, compared to the worth of testing at size X, denoted by vJx. By worth 
we mean the net social value of tracts leased according to the relevant 
decision rules associated with testing and not testing during the k-.vear planning 
period of future OCS sales. . · 

The model assumes that if we do not test any experimental leasing systems, then the 
cash bonus bidding system will be chosen. This choice is denoted by Ab. 

If testing is undertaken, then lOOX percent of tracts offered during the 
h-year test period will be leased under experimental systems. The test will 
signal that either cash bonus bidding (B) or one of the experimental systems 
(R} is the better leasing sys tern. 11 Better 11 means here that the particular 
leasing system ~o described generates a higher aggregate social value for 
all tracts offered during the planning period, compared to its counterpart 
systems. 

- -----



NT 

X 

Figure 2 

Decision Analysis Testing Problem 

Ab 

Ab; Fx B, Ab 

~ Ar; Fx(B, Ar) 

Ab; Fx(R, Ab) 

Ar; Fx(R, Ar) 

Vl = Vl (Ab,0b) 
V2 = V2 (Ab,0r) 
V3 = V3 (Ar, Bb) 
V4 = V4 (Ar,0r) 

P(eb); V1 

o(P(er); V2 

p eb/8 ; V1 

P( er/B); v2 

P( eb/8); V3 

c( P(er/B); V4_ 

P( eb/R)· Vl 

\ P( er/R); V2 

p eb/R · V3 

P( er/R); V4 

I • 
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Given a particular test signal, B or Rat the end of the test period, a choice 
is then made to lease tracts using cash bonus bidding or using one of the 
experimental systems. The latter choice is denoted by Ar. The choice of 
Ab or Ar for test signal 8 or R depends upon the expectation function Fx. 
The calculation of Fx is described in the Appendix. 

Suffice it to say here that Fx depends upon (l) the prior probabilities P (0b) 
and P(0r), representing the chances that bonus or one of the experimental 
systems is the true state, i.e., the best method of leasing; (2) the 
information matrix r: which indicates the choices that the test will correctly 
predict which system is best, for each·of the two states, 0b and Or; (3) the 

· payoff matrix v: which represents the relative values associated with making 
correct and incorrect decisions for a given state; and (4) the probabilities 
P(B) and P(R) which represent the chances of obtaining test signals B or R. 

For any set of parameters, Wn and Wx are computed over the potential range 
of v: The range of V' in which Wx > Wn is then determined. Finally, the 
probability that V'will fall within the range that results in Wx >Wn is found. 
This probability is denoted by P (Wx > Wn) = /3 • 

The numerical results for# are shown in Tibles 3, 4 and 5. The following 
parameters are stipulated: 

- The discount rate, i, is 10 percent. 

- The test .period h, is two years. 

- The planning period k, is ten years. 

- There is an 80 percent chance that the test results will correctly 
predict the true state, i.e., P(B/0b) = P(R/Br) = 0.8. 

Recall that P{0b) is the prior probability that cash bonus bidding is a 11 better 11 

leasing system than any of the experimental systems. The symbol Z represents 
the ratio of the number of tracts leased during the 2-year test period to the 
number of tracts leased during the 10-year planning period . The results shown 
in the Tables are independent of the absolute number of tracts leased in 
periods h and k. 

A 50 percent test size is considered first, in Tabl~ 3. For P{Bb) > 0.5, it 
is unlikely that testing at this level will be more valuable than not testing, 
for virtually any feasible value of Z. Only in· the presence of ignorance, 
defined as P(Bb) = 0.5, does it appear marginally worthwhile to prefer a 
50 percent test to not testing. Because we have been intentionally optimistic 
with regard to the accuracy of testing, it is prudent to reject a 50 percent 
test size. 
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.. 
Consider next a 25 percent test. Table 4 shows that, unless P(0b) < 0.55, 
a 25 percent test cannot be justified. (The most likely value of Z is 0.3). 
Accordingly, it appears from these findings that the OCS experiment should be 
smaller than 25 percent. 

Table 5 considers a 12.5 percent test size. In this case we find that testing 
is likely to be worth more than not testing if P(0b) ~ 0.6. A test of this 
size does not appear inefficient. 

Interpretation of these results with regard to the optimal sample size remains, 
to a large extent, a matter of judgment. Based on the decision analysis, it 
appears that the optimal sample size is more than 10 percent, but less than 
25 percent. 

In general, the appropriate percentage test size is inversely related to Z. 
This is the case because as the (relative) number of tracts leased during 
the test period declines, the number of tracts remaining to be leased 
after this period increases. As a result, the value of testing tends to 
increase when Z decreases, since the optimal decision rules that derive 
from testing can then be applied to a greater number of remaining tracts. 
These observations suggest that as Z ➔ 0.4, . the suitable test size is 
closer to 10 percent, while for the case of Z ➔ 0.2, the appropriate 
test size is approximately 25 percent. 
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0.2 

0.3 

0.4 

Average 

12 

Table 3 

Probability that a 50 Percent Test is More Valuable 
Than Not Testing*/ 

P(Bb) = 0.5 

0.60 

0.52 

0.45 

0.52 

f3 = P(Wx > Wn) 

P(eb) = 0.6 P(ob) = 0.7 

0.40 

0.28 

0.17 

0.28 

Table 4 

0.06 

- 0 -

- 0 -

0.02 

P(eb) = 0.8 

- 0 

- 0 -

- 0 -

- 0 -

Probability that a 25 Percent Test is More Valuable 
Than Not Testing 

(3 = P(Wx> WnJ 

P(06) =O . 

0 -

- 0 -

- 0 -

- 0 -

z P(0b) = 0.5 P(0b) = 0.6 P(0b) = 0.7 P(0b) = 0.8 P( 0b) = 0. 0 

0.2 

0.3 

0.4 

Average 

0.66 

0.61 

0.56 

0.61 

0.50 

0.42 

0.34 

0.42 

0.22 - 0 - - 0 -

0.10 - 0 - - 0 -

- 0 - - 0 - - 0 -

0.11 - 0 - - 0 -

*/ Recall that the accuracy of any test size (defined by matrix P'in the 
Appendix) is assumed equal to 80 percent in Tables 3, 4 and 5. If we allow 
the test accuracy to decline belo\'1 80 percent for smaller test sizes, then 
in these cases (3 will also decline and the results become more favorable 
to not testing. This suggests that if testing is, in fact, undertaken, a 
modest test size is appropriate. 
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Table 5 

Probabi 1 i ty that a 12.5 Percent Test is More Valuable 
Than Not Testing 

/3 = f-'lWx > Wn) 

z P( 0b) = 0. 5 P(0b J = 0.6 P(0b) = 0.7 P{0b) = 0.8 P{0b) == 0.9 

0.2 0.70 0.56 : 0. 31 - 0 - - 0 -

.0.3 0.67 0.52 0.24 - 0 - - 0 -

0.4 0.64 0.46 0.17 - 0 - - 0 -

Average 0.67 0 .51 0.24 - 0 - - 0 -
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Appendix: Decision Theoretic Model 

The decision analysis model considers two states of nature. The first, 
denoted by 0b, represents the state wherein cash bonus bidding, with 
royalty or profit share fixed at any predetermined level, is the 11 better 11 

leasing system. 11 Better 11 is used here to suggest that tracts leased 
under cash bonus bidding generate a higher net social value than tracts 
leased under any one of the experiment al systems. Similarly, Or denotes 
the state wherein one of the experimental systems generates a higher net 
social value than the cash bonus bidding system. The prior probabilities 
P{Ob) and P(0r) represent the likelihood that either 0b or Or is the true 
state: Accordingly, P(er) = l - P(Ob). 

The symbol B represents experimental test results predicting that Ob is 
the true state, while the symbol R denotes test results suggesting that 
Or is the true state. The information matrix given by P'below 

State 
Ob er 

B [P(B/Ob) P(R/0b)l 
Test Result = p' 

R P_(B/er) P(R/0r) 

denotes the likelihood of obtaining the designated test signals conditional upon 
specified states of nature. For example, P(B/0b) is the probability 
that testing will (correctly) predict that &bis the true state, given 
that it is, in fact the true state. · 

The decision to choose cash bonus bidding is denoted by Ab. 
to choose one of the experimental systems is denoted by Ar. 
matrix can be represented by V'be·lml/ . 

. State 
Ob er 

Ab [Vl (Ab,eb) V2(Ab,erl = v' 
Action 

Ar V3(Ar,0b) V4(Ar,0r) 

The decision 
The payoff 

For example, Vl = Vl(Ab,0b) denotes the payoff that derives when the cash 
bonus bidding system is used on a tract, given that cash bonus bidding is 
in fact, a better leasing system than any one of the experimental leasing' 
systems. 
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Suppose that the ratio of tracts leased to tracts offered is the same 
for any of the leasing systems under consi derat ion. Then V'can be 
interpreted as representing the net social value per leased tract 
associated with a designated action, given a specified state. 

The ratio of the number of tracts leased (offered) under experimental 
systems to the total number of tracts leased (offered) during the test 
period is denoted by X. The symbol Z represe nts the ratio of the number 
of all tracts leased during the test petiod to the total number of tracts 
leased during the planning period . . It follows that XZ is the ratio of the 
number of tracts leased under experimental systems during the test period to 
the total number of all tracts leased during the planning period. If M 
tracts will be leased during the planning period, then MXZ is the number 
of tracts in the OCS experiment. 

At this point it is possible to develop expressions for the worth associated 
with not testing, given by 1-Jn, and the worth associated with a test of a 
.specified size X, given by Wx. Consider first the expression for Wn . 

The following terms are defined: 

h = number of years in the testing period. 

k = number of years in the planning period. 

i ~ discount rate. 

Without testing, the cash bonus bidding system is assume d to be employed 
throughout the planning period. The expected worth of a tract leased 
with this system at time t = 0 is given by 

E = P(0b) Vl + P(0r)V2. 

The discount factors are defined by 
h - l 

01 = L (1 + i) -t 
t = 0 

k - l 
02 = L (l + i) -t 

t = h 
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Suppose that tracts are leased uniformly during both period h and during 
period k - h. There will then be MZ/h tracts leased per year for h years, 
and M(l - Z)/( k - h) tracts leased per year for k - h years. Therefore, 
we can write . . 

{ 
J:!LD 1 M(l - Z) 02 } · 

Wn = E h + k - h , (4) 

Now consider Wx. The marginal and posterior probabilities are computed 
from Bayes' Theorem: 

P(B) = P(B/0b) P(0b) + P(B/0r) P(0r) 

P(R) = l - P (B) 

P(Bb/B) = P(B/0b) P(0b)/P (B) 

P(er/B) = l - P (0b/B) 

P(0b/R) = P(R/0b) P(0b)/P (R) 

P(er/R) = l - P (0b/R) 

Denote the expectation associated with decisions given test signals by 
Fx. Let 

MZ(l - X) 01 M(l - Z) 02 

Hl = h + k - h 

MZX D1 

H2 = T 

M(l - Z) 02 MZX D1 
H3 = -h- + k - h 

H4 = 
MZ (l - X) 01 

h 

The expectation functions, Fx, can now be expressed by 

Fx(B, Ab) = P(0b/B) { Vl (Hl) + V3.(H2)} 

+ P(Or/B) { V3(Hl) + V4(H2)} 

Fx(B,Ar) = P(Ob/8) { V3(H3) + Vl (H4)} 

+ P(0r/B) { V4(H3) + V2(H4) } 



. Fx(R,Ab) = P(0b/R) { Vl (Hl) + V3(H2) l 
+ P(0r/R) { V2(Hl) + V3(H2) } 

Fx(R,Ar) ~ P(0b/R) { V3(H3) + Vl(H4) \ 

+ P(O r/R) { V4(H3) + V2(H~) l 
From these expressions we can write 

Wx.:;: P(B) l max [Fx(B,Ab), Fx(B,Ar)J } 

+ P(R) { max [Fx(R,Ab), Fx(R,Ar)J \ 
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(5) 

Ordinarily, it would be sufficien~ to comput~ Wn and the Wx, anq then to choose 
the test size at which the wor~h is at a maximum: H9weyJr, we do not know 
the magnitude of the elements in the payoff matrix V. -

The approach taken is to choose, on the basis of observed and inferred 
behavior, a V'which ranges over the likely values of the~ormalized) 
payoffs. For example, because it is clear that making a correct decision 
for a given state of nature is better than making an incorrect decision, 
it follows that -· 

Vl V2, ( 6) / 
/;. FOp0 

> 

V4 > V3. ( 7) 

Further, the cash bonus bidding system has been used for many years, 
rather than any one of the experimental systems. Assuming that, with 
our current state of knowledge, the same decision, Ab, would continue to 
be made in the future, it follows that we can infer the relationship 
given by 

P(0b) Vl + P(0r)V2 >P(0b) V3 + P(Or) V4 (8) 

Although we believe that P(Ob) >0.5, we also believe that, based on our 
current level of knowledge, the cash bonus bidding system would continue 
to be used even if P(0b) were as low as 0.5.W Stated equivalently, we 
find that when P(0b) = 0.5, expression (8) becomes 

V4 - V2 < Vl - V3 (9) 

,:_ 
oJ; 

I 

47 We do not have much information about P'either. Nevertheless, the numerical 
results are seen to favor modest test sizes at a level of P'which is 
intentionally favorable to testing in general. 

5/ To the extent that P(0b) < 0.5, and Ab vmuld b~ chosen, the nume~ical results 
generated. become more favorable to smaller test sizes. Of course, if we thought 
that Ab would be chosen only if p(0b) > 0.5, the argument tends to favor larger 
test sizes. 

·, 

' i 
1 
l 

t 

i 
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A payoff matrix 

[
1.0 

V'= 
0 

that satisfies 

:4] 
(6), (7), and (9) is represented by 

(10) 

where 0 <V4 < 1.0.§/ This ~ange of V4, as well as inequality (9), appear 
reasonable when it is recalled that there are up to nine experimental systems 
to consider. Even if er is the true state, and decision Ar is made, we 
still may not choose the 11 best 11 one of the experimental systems. That is, 
as the number of experimen tal systems increases, the posterior probabilities 
associated with any one of the experimental systems, P(0r/R), decline, 
so that the expected payoft from choosing Ar also decline. Thus, if V4 
(in normalized form) is considered an expected value over ail experimental 
systems, the relationship given by (9) appears justified. 

At first glance it might seem that the choice of the unit matrix for V' 
.above is somewhat arbitrary. Some reflection, however, indicates that this 
is not the case. Any V'which satisfies the constraints in (6), (7) and (9) 
is equivalent for our purposes to the unit matrix given in (10). Any · 
one of these alternative matrixes can be converted into (10) by adding 
(subtracting) a constant to any column, and/or by multiplying (dividing) 
the entire matrix by a scalar. Such operations do not affect the ranking 
of column elements or the ratio of column differences, so that all constraints 
are preserved. 

In addition, our objective is to find the level of V4 at which Wx = Wn. 
This break-even level, expressed as a fraction of the feasible range of V4, 
is unaffected by changes in V'of the sort just described. 

To prove this, we first set Wx = Wn, using equations (4) and (5). The 
solution is of the form 

Vl - V3 _ if, 
VI+ - V2 - (11 J 

where if, is a constant that depends_upon the problem parameters. Let the 
solution of (11) be given by V4 = V4. Define the relative break-even level 
of V4 by 

./Fo/2' 
<:)~· {)<'~ 

....., ...-
<:( "" 

max V4 - V4 
P = max V 4 - min V4 

{12) 

,~ ___ } 
§/ The author is indebted tq Bart McGuire of the Interior Department for 
suggesting this simplified form for v: Professor McGuire also provided 
a computer program for generating the numerical results presented in 
Tables 3, 4 and 5. 
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Let V'be given by (10). It can be demonstrated that for any 
modification in this V'by a scalar and/or by adding constants to columns, 
the solution of (12) is always 

/3= 'f-1/'f > 

and the proof is completed. 

Assuming that V4 in uniformly distributed over its feasible range, it 
follows that (3 can be interpreted a~ the probability that Wx exceeds Wn, 
i . e. , 

/3= P(Wx > Wn). 

On the basis of the magnitude of this measure for different test sizes 
and problem inputs, we can infer the appropriate size of the OCS leasing 
experiment. Numerical results are presented in Tables 3, 4 and 5. 

\ 

j 

11 
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EXECUTIVE OFFICE OF THE PRESIDENT 
COUNCIL ON ENVIRONMS:NTAL. QUALITY 

722 JACKSON PU~E. ~. W. 

WASHIN~TCN. O. C. 20006 

January 23~ 1976 

Dear Mr. Secretary: 

On December 18 Environmental Protection Agency 
Administrator Russell Train referred to the Council 
on Environmental Quality his determination, in 
accordance with Section 309 of the Clean Air Act. 
that the Proposed Oil and Gas tease Sale for the 
Northern Gulf of Alaska (#39) is environnentally 
unsatisfactory as proposed and scheduled- Since 
then the Council, in conjunction with representatives 
of your Department, EPA, the Federal Energy Adminis­
tration, the Office of Management and Budget, and the 
National_ Oceanic and Atmospheric Administration,. has 
conducted an intensive review of the objections raised 
by Administrator Train with particular emphasis on the 
state of understanding of the environment of the Gulf 
of Alaska Outer Continental Shelf, on the proposed 
O'. S. Geological Survey operati.'"1.g orders, and on the 
probable onshore impacts that would be triggered by a 
lease sale. I would l~<e to thank. you and your staff 
for the Department's excallent cooperation in this 
review. 

As you know, in April 1974, CEQ submitted a report to 
the President, "OCS Oil and Gas - An Environmental 
Assessment,~ which concluded that the area proposed in 
this sale presented the highest development risks of any 
OCS frontier area from the standpoint of environmental 
quality. That report discussed in detail the unique 
storm, oceanographic, seismic, biological, and onshore 
conditions in the Gulf of Alaska. The report also made 
numerous recommendations for L~proving the Department's 
OCS planning and management processes. CEQ's 1974 
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conclusions and recommendations served, in large part, 
as the basis for EPA's December 18 referral. 

The Council recognizes that over the past year and a 
half the Department has taken many constructive steps 
in response to CEQ's recommendations, and on its own 
initiative, to improve the substance and process of 
OCS decisionmaking. These include initiating substantial 
baseline environmental studies in frontier areas, estab­
lishing a joint Federal-State OCS Advisory Board, 
expanding the· tract nomination process to include the 
concerns of states and the public, increasing public 
disclosure of geological. and geophysical data,. and providing 
for state and public review of the development plans of 
OCS lessees. We commend the Department for these actions. 

During the period of our review of EPA's Section 309 
referral the Council has also been impressed with the 
Department's clear commitment to incorporating the best 
and most recent environmental information available into 
-::he preparations for your decision on this lease sale. 
The Department appears to us to be approaching this matter 
even-handedly and a number of environmentally protective 
options are being considered in the decision-making process. 

In the course of our review over the past month, the 
Council has focused on two broad questions and four key 
environmental issues. The first question involves delay 
of the sale. We have examined the issues to determine 
whether, given the unique problems and conditions in the 
Gulf of Alaska, a delay of this entire sale is j~stified on 
the merits. Second, we have examined alternatives to a 
blanket delay to determine the dimensions and conditions 
of an env'ironmentally acceptable sale. We have approached 
both of these questions within the context of the following 
four environmental issues: 
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first, the adequacy of data on geological 
hazards for the purpose of selecting tracts 
that can be developed safely; 

second, the adequacy of biological and 
oceanographic data for the purpose of 
selecting tracts that avoid or minimize 
the vulnerability of critical species and 
habitat to damage from oil spills and drilling 
operations; 

third, the capacity of the State of Alaska 
and- local communities adjacent to the proposed 
sale area to cope with the impact of the 
industrial activity that will be triggered by 
a lease sale; and 

f ,::,urt.h, the adequacy of OCS operating orders 
for protecting the Gulf of Alaska from environ­
mental damage. 

Each of these issues was examined as to whether a blanket 
delay would improve significantly your ability to make 
environmentally protective tract selections and the 
Alaskans' ability to deal with the onshore impacts of 
development (see Attachment A). 

We have concluded that the benefits of delayi~g the sale, 
and the extent of such a delay, depend upon and vary with 
the nature of each issue: 

on the basis of publicly a vailable information, 
it appears that the quality of knowledge on 
geologic hazards would be improved significantly 
by additional analysis of existing data and by 
further seismic and stratigraphic field work 
during the summer of 1976. (In addition to 
publicly available data, USGS uses substantial 
proprietary data.) 
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the environmental baseline studies are in 
their very early stages and significantly 
improved biological and oceanographic infor­
mation cannot be expected realistically 
before two more years of field study 

from one to two years is needed for the 
State of Al.aska and potentially affected 
local communities to take the legislati11e, 
annexation, zoning, planning, programmatic, 
and fiscal steps necessary to deal with 
expected onshore impacts. 

finally, adequate operating orders can be 
developed, in conjunction with EPA and CEQ, 
within two to three months. 

I 

We believe that it would be most desirable, from an 
environmental point of view, to delay the sale for a 
sufficient period of time to permit substantial realization 
of the above set of benefits. We recommend that you give 
careful consideration to that option. 

The Council recog:1izes, of course, that the final decision 
is yours and that you must decide whether the environmental 
benefits gained by such delay outweigh the costs of post­
poning potential oil and gas production an d revenues. 
If, on balance, you conclude that a blanket delay of the 
sale is not in the national interest, the Council strongly 
urges that the sale be limited to those tracts that, 
relativ e to other tracts in the original proposal, appear 
to represent the lowest possible degree of risk 0£ environ­
mental damage. For that reason, we endorse Administrator 
Train's recommendation of January 19, 1975 (copy attached) 
that the sa_le should be restricted to Icy Bay Tracts 
75-79, 117-125, 160-169, and 204-206. These tracts make 
up a contiguous block in the northeasternmost zone of 
the original sale propcsal. Fortuitously, they cover an 
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area which appears to be highly promising in oil and 
gas potential and relatively low in vulnerability to 
environmental damage. We believe that both factors 
should be given great weight in your consideration of 
areas to offer for sale. 

In addition, we have the following specific recommen­
dations: 

the sale date should be set for as late as 
possible to give USGS maximum time to evaluate 
~isting data on geological conditions so that 
unsafe tracts can be· eliminated from the 
offering prior to the sale date 

OCS operating orders 2, 7~ and 8 should be 
issued in final form before the sale date 
(see Attachment B for detailed recommendations) 

environmental information gathering and 
analysis should continue in all areas 
and future sales in those Northeast Gulf 
of Alaska areas not leased should be deferred 
for at least two years, or until we have a 
substantially improved understanding of the 
environment of such areas 

the Department should take special steps, 
similar to those taken with respect to con­
struction of the Trans-Alaska Pipeline, to 
assure that State and other Federal agency 
interests are taken into account in managing 
the Alaskan OCS program and to establish and 
coordinate Federal/State scientific and 
technical review of proposed regulations, 
exploration and development plans, and other 

' appropriate, operational matters ( see Attachment 
C for our detailed recommendations on this 
matter) . 
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the Department, working through the 
Federal/State Alaskan Regional OCS 
Advisory Committee, should conduct an 
early review of the entire proposed 
Alaskan OCS lease schedule and develop 
recommendations concerning modification 
in the sequence and timing of future 
Alaskan OCS sales. (See also Attachment 
C). 

Finally, we are- concerned with the effective operation of 
the National Environmental Policy Act as it relates to 
this lease sale and future OCS lease sales. As noted 
earlier in this letter, CEQ has been impressed with the 
Department's commitment to using all available environ­
mental information in its decisionmaking process and to 
considering a wide range of environmentally protective 
options and we urge you to continue this practice. 
However, a number of the options and some supporting 
material developed late in this p=ocess are not included 
in the final environmental impact statement. We believe 
that environmental impact statements for future OCS sales 
can be improved as an aid to decisionmaking and as documents 
for the information of other Federal agencies and the 
public if they are planned and timed to: 1) reflect, 
as fully as possible, the latest available biological, 
geological and oceanographic information, 2) discuss 
the OCS operating orders in more detail, 3) analyze the 
cumulati~,e onshore effects of OCS development in the Gulf 
of Alaska and the adjacent region, and 4) present all 
reasonable alternatives and options to the sale as originally 
proposed. 
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Once again, the Council wants you to know how much we 
appreciate your cooperation throughout the course of 
this review. As in the past, we stand ready to work 
with you in implementing our recotmnendations and on 
other environmental aspects of the OCS leasing program. 

Honorable Thomas S. Kleppe 
Secretary of the Interior 
Washington, D.C. 20240 · 

Attachments 

Sincerely, 

Acting Chairman 
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Attachment A 

SUI'[l.mary of CEQ Review of Major Issues Raised 
- - - - - -- _ by Section 309. Referral, 

----- NorthernGulf of Alaska (NEGOA) Lease Sale 

I. Environmental/Oceanographic Data Base 

The principal vehicle for improved understanding of frontier 
OCS regions, the BLM-NOAA Out~r Continental Shelf Environmental 
Assessment Program (OCSEAP), was initiated in 1974. It has 
had only one full field research season (1975). The data 
acquired are thus quite limited. Furthermore, analysis of 
the first season's data is incomplete. BLi."1 in addition has 
researched the available historical literature. Review of 
the environmental impact statement indicates this historical 
information base is only rnarginalli useful. 

It appears that t..½e environmer..tal/oceanographic data base 
for tract selection and operations regulation can be sub­
stantially improved by at least two more years of work under 
the OCSEAP. The following are the most critical research 

needs fo:h:::::lp::::::~aphy: Better understanding ~'")<~ 
of circulation patterns in the general leasing - ~ 

- ,) 

area~ near shore pro~es~es, and weather pattern~ )' 
will lend to better capability for predicting '-.......___/ 
oil slick trajectories. Circulation models 
can be developed and existing models can be 
refined. Additional time required: 2 years 

Fish (Adult)~ Present NEGOA information is 
historical, and perhaps out of date. Recent 
data are needed to predict the effect cf 
operations on resident and migratory populations. 
Spawning and nursery ground information are 
especially important. The information from 
the 197$ comprehensive survey is not yet 
available. Additional time required: 1-2 
years 

Fish (Ichthyoplankton - eggs, larvae, and young) 
This information is perhaps most important 

- ------
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because of the vulnerability of this critical 
life stage to perturbation. No data are 
presently available. Additional time required: 
2+ years. 

Plankton (other than Ichthyoplankton) Infor­
mation of plankton populations and effects of 
oil on them is very limited at the present 
time. 

Other areas of resea-rch are, of course, important, and will 
lead to significantly improved risk assessment in connection 
with tract -seiection and operational decisions. 

II. Geology 

Leasing decisions must take into account bottom conditions 
(slumping and unstable sedi.rr.ents), surface and subsurfacir-g 
faulting, and other seismic conditions to assure that a tract 
can be safely operated before it is leased. 

Preliminary maps from OCSEAP studies shewing faults, epicenters 
sediment thic~ness and distribution, and areas cf slumping 
and potentia 1 sea floor instability were reviewed. E:owever, 
it is unclear that this information is precise enough for 
tract by tract leasing decisions. Additional information on 
geologic structures and faulting surfaces is held on a 
proprie~ary basis by Geological Survey. 

Without the opportunity to review the proprietary data the 
following additional research appears necessary. 

More precise location of shallow fault traces 
and age of last displacement. 

Further identification of unstable bottom 
sediments and evaluation of the age of 
historical slumps and slides. 

Correlation of earthquake epicenter data 
with fault location data; further evaluation 
of probability location and energy of future 
major earthquakes. 
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Improved understanding of Gulf of Alaska 
seismicity. 

Additional time required: 1-2 years 

III. OCS Orders 

The proposed Gulf of Alaska OCS orders have been reviewed 
by EPA and CEQ and a number of recommendations made. 
Geological Survey has made substantial improvements in 
the OCS orders. Attachment B contains CEQ's detailed 
recommendations for the orders, including· issuing certain 
orders in final form prior to the sale. 

2-3 months 

IV. Onshore Impacts 

A careful review of potential onshore impacts was conducted 
in connection with a delegation from the State of Alaska. 
A number of onshore activities in connection with the NEGOA 
lease sale have already begun. The sale itself is likely to 
trigger a number of major, irreversible actions. Alaska has 
taken steps to assist impacted communities in their planning 
efforts, but these activities are still in their early stages. 

It is clear that prior to leasing, a certain level of 
sophistication is necessary on the part of go~1ernment units 
to assure that onshore development is not destructive to the 
environment and quality of life. The communities that will 
be impacted by the NEGOA sale, and by most future sales, do 
not have the level of sophistication common to most communi­
ties in developed areas. 

Time is necessary before leasing to allow the following 
actions: 

Provision of planning assistance to local 
governments. 

Preparation of comprehensive local plans to 
assure facilities are situated and developed 
in the best manner and location. 
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Enactment of zoning codes based on the compre­
hensive plans .. 

Development and implementation of statewide 
procedures for energy facility siting in the 
coastal zone. 

Additional ti.me required: 1-2 years 
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Attachment B 

Council on Environmental Quality 
Comments and Recommendations on Proposed OCS Orders 

for the Gulf of Alaska 

General Comments 

These comments are addressed to the proposed OCS Orders 
issued under cover of January 12, 1976. They are intended 
to supplement those of the Environmental Protection Agency. 

1. OCS Orders should be promulgated very early in development 
of an OCS area. Order numbers 2, "Drilling Procedures;" 7, 
"Pollution and Waste Disposal";- and 8, ''Platforms and 
Structures," should become effective prior to the lease sale_ 
The need for implementation of number 2, is clear because 
exploratory drilling will begin as soon after a lease sale 
as the lease-holder can secure equipment. Number 7 is required 
because since initiation of drilling introduces the first 
possibility of an oil spill incident, pollution control and 
spill contingency regulations need to be promulgated. 

As to number 8, platform design may be started soon after 
leasing and before oil discovery, and design criteria for 
storms and earthquakes should be a•iailable to put potential 
lessees on notice. We recognize that sufficient site 
specific information will not be available prior to leasing 
for precise structural standards. The proposed third party . 
review process and our recommendations for review of develop­
ment plans (see Attachment C) should compensate for this lack 
of specificity. 

2. There are two significant problems with order number 9. 
Transportati0n and storage facilities are designed in parallel 
with platforms and the same tL~ing should apply as for order 
number 8. However, we recognize it may be impossible to 
have this order out prior to the sale. Present efforts 
to coordinate the involvement of other agencies should be ---,- ---- - -
expedited, particularly the memorandum of understanding 
with the Office of Pipeline Safety. 

Also the proposed orders appear to cover all activities 
which will occur in oil and gas development with the exception 
of oil and nat~ral gas transportation and storage. A version 
of OCS Order #9 which covers offshore storage and tanker 
transportation as well as pipelines is needed. 
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3. The Orders should be as speci~ic as possible in 
establishing standards for construction and operation 
of facilities. They should be updated frequently as 
further research provides better understanding of oper­
ating conditions in the Gulf of Alaska. 

OCS Order #2 

p. 2-2 Because of the oceanographic and meteorological con­
ditions in the Gulf of Alaska, only semi-submersible drilling 
rigs should be utilized in wateF depths greater t...1i.an. 200 ft .. 
Jack-up rigs should be perr:i.itted in water depths less. than 
200 ft. only if t..~ey are capable cf withstanding the severe 
sei.smi.c conditions (earthqr1akes and tsunamis) which often 
occu.r· in the Gulf of Alaska in addition ~o often expected 
oceanographic and metec=-ological concitions.. Consequently, 
for item l~ the following wcrd.L~g is re~cmmended: ~Drillinq 
Platforms and Ves.sels. All drilling 9latfonns and d.rilli.i.~g 
11essels should _ be capable of withstanding t:he oceanographic, 
meteorological and sei.smic-ind~ced (ear-i:hquakes and tsunamis ) 
cond~ticns of the Gulf of Alaska. Jack-up rigs may 1::e 
utilized in water depths of 200 ft. or less provided that 
data are available to indicate that ocean fleer stability 
is sufficient to support the =ig and that the riq can 
satisfy the seismic conditions specified in Section l.A(4) 
of OCS Order #8 for fixa<i clatfo=ms. • - ' 

p. 2-2 Well Casing. No mention is mace L-i this section of 
earthquake design for casing strings. A worst case would be 
horizontal faulting tending to shear the casing, and this 
sfioulcne considered ul casing de.sign::--· -

. . - - .. . --·- · - -- - - . - --

For :. tem 2, the foll.cwL~g word.L;.g is raconuner.ded for the 
last ~hrase in the first sentence: " ••• and the Application 
for Penn.it to Drill shall include the casing design safety 
factors for collapse, tension, b1Jrst and shear failure due 
to earthquakes.'' 
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p. 2-11, items 4.C and D. The wording should be changed 
to call for blind/shear rams rather than blind rams as 
is presently specified. 

p. 2-15, item 5 .B. ( 1) and ( 2). No sensitivity is · indicated 
for mud monitors. Since mud loss or gain is the first indi­
cation of well control problems, a sensitivity for these 
indicators of 1 bbl for visual warning and 5 bbl for audio 
warning should be specified. 

p. 2-18, item 6.C. Well control training does not have any 
uniform qualification procedure. A licensing or accreditation 
system should be established by Geological Survey for well 
control schools, and only graduates of licensed schools 
should be ~sed in exploratory drilling in the Gulf of Alaska. 

OCS Order #8 

General - All references to an ef=ective date of this order 
should be dele~ed. Speci=ically, the references are: p. 8-2, 
seccnd paragraph; p. 8-9, item 4.B; p.8-12, item 4.D; p. 8-15, 
itemt 4.D. (1) (f) (ii); p. 8-20, item 4.D. (1) (f) (iv); p. 8-25, 
item 4.D(2) (c); p. 8-34, item 4.D. (4). We perceive no reason 
for g=ace times in an area where no operations are presently 
under"'ay. 

p. 8-3, item l.A.(1). Because cf the limited meteorological 
data available for the Gulf of Alaska, the severe storm 
probability should be 0.5 percent per year, and severe storm 
characteristics should be verified by USGS or NOAA. As 
presently worded, no standard is indicated for severe storm 
probability estimates. Also in this item a new paragraph 
should be added at the end: "Periodically, and following 
severe storms or seismic events, platforms shall be inspected 
for structural failures. Any failures found shall be promptly 
repaired and a statement of the failure and repair measures 
taken shall be submitted as an addendum to the application 
for installation ( i tern 2) . " 
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p. 8-3, item l.A.(4). No mention is made of design con­
siderations based on the combined effects of earthquakes 
and tsunamis. Since the most likely occurrence of tsunamis 
is following an earthquake, these considerations should be 
a part of seismic loading criteria. 

p. 8-4, item l.A(4) (g). It is not clear how one accelerometer 
on the plat£orm will help in ascertaining whether some 
portion of the platform is particularly sensitive to seismic 
indicated motion. The following wording is recommenced~ 
"An array of strong motion accelerometers shall be installed 
on each platform to correlate the observed system response 
with measured motions should an earthquake occur. Data from 
these correlations and a comparison to predicted system 
response shall be submitted as an addendum to the application 
for installation (item 2). If during recorded earthquake 
motions any portion of the system proves particularly sensi­
tive to ground motions, necessary remedial measures shall be 
taken." 

p. 8-7, item 2.2(1 ) should become item 2.A(8 ) to facilitate 
design review by third parties or the public. 

p. 8-8, item 3. The discussion of the structure of the third 
party certification process should be expanded. It is 
particularly important that the certifying organization be 
independent and free from industry pressure. In addition to 
this third party review, an arrangement is recommended in 

-Attachment C which will facilitate outside review. 

p. 8-20, item 4.D(l) (g) (i). The following wording is 
recommended: "Curbs, gutters, and drains which are adequate 
to collect contaminants under all weather conditions likely 
to occur, shall be installed in all deck areas ••• (remainder 
of wording same as earlier]." 

p. 8-20, item 4.D(l) (h) (i). The following wording is 
recommended: "A fire-fighting system adequate to provide 
needed protection under all weather conditions likely to 
occur in areas where production handling equipment or other 
concentrations of flammable sources are located shall be 
installed. The fire-fighting system shall be rigid pipe 
with fire hose stations and may include a fixed spray system. 
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Chemicals may be used if determined to provide adequate 
fire protection control" [remainder of wording same as 
earlier]. 

p. 8-25, item 4.D.(2) (c). The following wording is recommended: 
"Simultaneous Operations. Other Activities, such as drilling, 
workover, wireline and major construction operations, should 
be avoided when wells are producing. Prior to conducting 
activities concurrently with production operations which 
could increase the possibility of occurrence of undesirable 
events, such as harm to personnel or to the environment, 
or damage to equipment, an Operator's Contingency Plan shalL 
be filed for approval b7 the appropriate District Supervisor. 
Activities requiring such a Plan are drilling, workover, 
wireline~ and major construction operations. No mere than 
one such activity in addition to production may occur at the 
same time [remainder of wording as earlier].~ 

p. 8-35, item 4.D. (4) between items (c) and (d) a new item 
should be added: "Methods for testing personnel who have 
taken trai1:.ing to ascertain that they are qualified." 

OCS Order #7 

General - As part of the regional contingency plan, all 
shoreline shall be identified as to its sensitivity to oil 
spills, and appropriate response action designated for each 
area. This will result in less likelihood of inappropriate 
response if an oil slick approaches a s~nsitive area, and 
in the event of a massive spill some priority will have 
been designated for response action. 

p. 7-6v item 3.A. Specification should be made of what is 
meant by "Available to each operator," since time is so 
important in spill response. Booms should be available 
within one hour in good weather. This item should also 
specify the sea state capability and length of containment 
booms which are available. 
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p. 7-8, item 3.B(4) (a). Frequency and quality of training 
for response operating team personnel should be specified. 

OCS Order #=9 

General The necessity for this order was discussed under 
overall comments above. Referring to OCS Order #9 for the 
Gulf of Mexico, the following specific recommendations are 
made. 

l. The best av:ilable flow monitoring eq-~ipment (such as 
used for the Alaska pipeline) shoul:1 be specified for any 
offshore pipelines. 

2. All valves, fittings, and other appendages to a pipeline 
should be c~nsidered as part of the pipeline and covered by 
this order. 

3. Corridors should be considered for pipelines in_order ~o 
limit environmental impact of landfalls or impact on fishing. 

4. ?ipeli~e completion r~ports should specify the accu=acy 
to which the act~al pipeline location is deter!Il.ined. The 
location should be to within= 10 ft. with respect to a 
nearby shore location. 

OCS Order #5 

General - Because of the possibility of subsurface casing 
fail1..ires due to seismic events, two safety valves should be 
specified !or this area, a surface controlled valve more than 
100 ft. below the surface, and a velocity actuated valve 
just above each producing zone. 

p. 5-4, item 3. The following wording is recommended: 
"Temporary Removal. Each wireline -- or purnpdo-wn -­
retrievable sub~1rface safety device may be removed for a 
routine operation which does not require approval of a Sundry 
Notice and Report on Wells (Form 9-331) for a period not to 
exceed fi£teen (15) days provided notice is qiven with an 
indication of the reason for removal. The well sho~ld 
be clearly identified [remainder of wording same as earlier). " 
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Background 

Alaskan OCS 
Federal-State Relationships 

Attachment C 

9 OCS sales scheduled for the Alaskan OCS 
over the next three years; more are likely 
in the future; massive potential oil industr1 
impact on State; State is undeveloped in 
character~ ,lacks existing infrastructure, 
has. a fragile and highly vulnerable coastal 
environment; potential impact on other Federal 
interests (parks, forests, wildlife refuges). 

The State, as well as the Federal Government, 
has a legitimate interest in protecting the 
natural resources in the proposed sale areas 
and minimizing onshore impacts. 

Three institutional mechanisms now exist with 
specific focus on Federal and State interests 
in the Alaskan OCS: The Alaskan OCS Regional 
Advisory Committee, a subunit of the National 
OCS Advisory Board; the BLM's Alaskan OCS 
Office; and the USGS' Alaska Area Supervisor. 

Proposed Actions 

The Department should establish a special 
Alaskan OCS Coordinator in the Office of the 
Secretary. 

0 

0 

This would give high level visibility 
and support to the Alaskan OCS program 
comparable to that given to construction 
of tha Trans-Alaskan Pipeline. 

The Coordinator would be responsible for 
assuring that the Department's mechanisms 
for Federal/State cooperation are operating 
effectively. 
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The Department's Alaskan OCS Coordinator, in 
conjunction with the Alaskan OCS Regional 
Advis<?ry Committee (including representatives 
of CEQ, EPA, FEA, and other appropriate 
Federal agencies) should conduct a reexamin­
ation of the present leasing schedule fpr 
Alaskan OCS. 

0 

0 

It would report to the Secretary, within 
three months, any recommendations for 
modifying the sequence and ti.ming of 
remaining announced sales and potential. 
future sales 

The objectiV"e would be to improve the 
Department's ability to take advantage 
of existing and emerging environmental 
data and to minimize the cumulati~re social 
and economic impacts on the state and on 
other Federal interests. 

The Department shoulc establish, along the model 
of the Alaska Pipeline Office, an Alaska-based 
interdisciplinary technical/scientific review 
group (or groups as appropriate) composed of 
experts representing the State and other 
Federal agencies. 

0 

0 

0 

This group (or groups) would advise the key 
BLM and USGS officials in Alaska 

It would be responsible for reviewing 
- exploration and development plans, 

training programs, and for on-site 
surveillance and monitoring of con­
struction and operations on a frequent 
schedule 

It would also be responsible for reviewing 
the results of environmental baseline and 
monitoring studies and for recommending 
changes to agency procedures or operations 
indicated by such results 
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY 

WASHINGTON . D.C. 20460 

JAN 19 1976 

OFFlCE OF THE 
ADMINISTRATOR 

Dear Russ: 

The purpose of this letter is to offer the 
Environmental Protection Agency's position on the options 
being considered by t.~e Secretary of the Interior with 
respect to oil and gas leasing on th.e Outer Continental 
Shelf in the Northern Gulf of Alaska (NEGOA, sale j39). 
This position follows up my letters of December 18, 1975", 
to you and Secretary Kleppe stating my determination 
under Section 309 of the Clean Air Act that the proposed 
sale, 3.S described in the Bureau of La.i."1.d Ma..11agement' s 
final environmental statement, would be ~satisfactory 
from the standpoint of environmental quality. 

In my December 18 letters, I requested t.~at the 
Secretary of the Interior delay me proposed sale until 
adequate Operati~g Orders had been formulated for the 
Gulf of Alaska, and until completion of environmental 
baseline and other special studies presently being 
conducted in the Gulf. Such a delay would, I felt, also 
be exceedingly valuable to the State of Alaska in order 
that the State and affected local communities could 
complete their coastal studies and planning and establish 
their coastal zone management program. 

\' 0 RD 
• <'_, 

Since the 18th, we have had several productive ~ 
::0 meetings, under your Council's leadership, with the ~ 

Department of the Interior and representatives of the ~~ ¢/ 
State of Alaska and the National Oceanic and Atmospheric ~ 
Administration. As a result of these meetings, EPA is 
in a position to be more specific in its observations 
and recommendations. These are out~ined below in the 
two major areas of concern - Operating Orders and 
Environmental Studies. 
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General 

The Bureau's final environmental statement states 
that OCS oil development in NEGOA is likely to result 
in severe damage to the sensitive coastal ecosystems. 
CEQ's report ocs Oil and Gas -- An Environmental Assessment 
describes serious reservations concerning developmen~ 
of the OCS in NEGOA. The report points out that there 
exists a very strong probability that any oil spills 
occurring in the lease area will impact highly productive 
fish nursery and spawning areas, as well as indigenous 
and migratory bird populations. The CEQ report correctly 
states that ·the probability of severe spills is greater 
in NEGOA than other proposed OCS areas becaI1se of the 
greater demand on OCS technology due to the severity 

· of sto.rms in tl:e region~ earthquake potential and, in 
general, the formidable problems of working in a 

· sub-arctic environment. · 

Studies currently being performed by NOAA under 
contract to BL..'1 generally support the statement that 
the NEGOA is an area of unique highly productive 
biological resources that may suffer considerable damage 
if OCS develo9ment is allowed to occur without 
exceptional measures to protect the environ.~ent. Such 
measures must include technology requireme_nts. to insure 
safe operations (both in the drilling and production 
phases) in the face of severe seismic and storm conditions, 
and plans and controls to mitigate the adverse effects 
of onshore developments (for example, provision 
of adequate public facilities and locational controls 
to pr.event wetlands or other environmental destruction) • 

Operating Orders 

EPA has repeatedly expressed its concerns over the 
Operating Orders for the Gulf of Alaska dating back to 
our March 1975 comments on the proposed Operating Orders 
which appeared in the Federal Register in January 1975. 
(These proposed orders were in essence operating orders 
for the Gulf of Mexico.) Since that time EPA has offered 
recommendations for development of orders for the unique 
environmentally hazardous conditions in the Gulf of 
Alaska. These recommendations follow closely the 
recommendations for improving the system of Operating 
Orders as published in CEQ's report. 
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It is our firm position that final Operating 
Orders acceptable to EPA should be published before any 
leasing takes place in the Gulf of Alaska. The State 
cf Alaska, which has had considerable experience in 
administering the development of the Cook Inlet oil 
and gas fields, should be asked to participate in the 
development of final Orders. With an accelerated effort 
including EPA and State of Alaska participation, such 
orders could realistically be .produced within two months. 

EPArs most recent detailed comments on what we would 
consider to be adequate Operating Orders were contained 
in s.taff memoranda of January 8 and 15, 1976, which 
a.re enclosed for your reference.. In summary: (1) EPA. 
has no objection to the Department's drafts- of Orders 
No. 1, 3,, 4r 6, LL and 12 (as proposed on January 6, 
1975, or in the red.rafted orders which were sent to us 
on January 12r 1976); (2J EPA believes that Orders 
No. 2r 5, 7, 8 and 9 require further modification in 
accordance with ou.r comments of January 8 and 15, 1976. 

Additionally, we note that sufficient site-specific 
information does not currently exist to write the detailed 
performance requirements fer Order No. 8 which ideally 
should be written. Therefore, it is EPA's position 
that specific design. criteria should. be d-=veloped (as 
outlined in our January 8, 1976, comments) and t..1-iat 
reviews. including t.½.e use of these criteria should be 
conducted prior to the development phase. We note in 
the final environmental statement that the Department 
states that it will prepare environmental assessments and 
if necessary, environmental impact statements, on the 
development plans. We concur with the Department's 
commi t:.--nent and request that the assessments and statements 
be made available for EPA review. 

Environmental Studies 

In our recent meetings (as well as in the Department's 
analysis of t11e hazards contained in its final environ­
mental statement), a very strong case has been made for 
a 2-3 year delay in oil and gas leasing. I would like 
to outline a number of benefits such a delay would 
afford. 

Sufficient time would be provided to complete an 
environmental impact statement on all proposed Alaska 
OCS development. This statement would provide an 
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intercornparison of the energy resource/environmental 
impact trade-offs ai.~ong the various Alaska OCS regions. 
It would insure that initial Alaska OCS development 
would represent the best balance between energy resource 
recovery a.~d ecological considerations. 

The State of Alaska would be given sufficient time 
to develop a comprehensive coastal zone management 
program (CZMP) that would integrate mineral resource 
extraction and its associated onshore developmental 
impacts, with other competing or multiple use activities 
such as- fishing, tra..'1sportation, recreation, aesthetics, 
etc. The CZ.MP in conjunc~ion with the environmental 
statement on Alaskan OCS development would give· a 
reasoned approach that would help responsible agencies 
minimize ecological impact. This approach would be firmly 
based on studies performed over an ecologically meaningful 
time period rather than on the preliminary data now 
available and would 9rovide an informed basis for decision 
making and evaluation which does not presently exist. 

NCAA's environmental baseline assessment 9rog~am 
dealing with NEGOA would be more complete. These study 
results would provide an adequate description of 
environmental (physical, chemical, biological) conditions 
needed for assessing the ecosystem impact of OCS 
development. Our present knowledse is far too limited 
to make definitive statements regarding qualitative a.~d 
quantitative ecological disturbances that may result 
from oil extraction operation. Further effort in the NO~.A 
study is needed· to make adequate judgments concerning 
tract deletions or special lease stipulations to protect 
the environment. 

If in the national interest it becomes imperative 
to proceed with the sale this year, it is our view 
that such an action could only be made environmentally 
satisfactory if the following steps are taken: 

0 Limited Sale 

The sale should be restricted to the lease area 
in the Northeastern zone of the Icy Bay tracts Nos. 
75-79, 117-125, 160-169, and 204-206. 

Such a limited sale would involve minimal offshore 
environmental disturbance while allowing an estimated 
30% of the total crude oil resource to be developed. 
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By restricting the sale to one contiguous area many 
technological or operational advantages are gained 
which provide a greater level of ecological safety 
than would be assured if scattered sections are 
offered for lease. 

Some of the advantages are the consolidation of 
oil storage areas, minimizing the number of offshore 
tanker loading facilities, minimizing the miles of oil 
well connecting pipeline required, restricting onshore 
facilities to one relatively convenient location, 
minimizing the number of platforms required and minimizing 
both the number, routes, and distance to be traversed 
by tankers, work boats and drilling platforms. Con­
tai.."'lillent and consolidation criteria are essential 
features to insure minimum impact and to develop experience­
in, working in this area. 

The Northeast Zone represents a large area with 
good prospects for sizable oil finds if oil. and gas 

· deposits exist in the Gulf. Research and coastal 
management activities should be much more developed 
before other regions of the NEGOA OCS arc considered 
for additional lease sales. 

0 0perating Orders As recommended above, Operating 
Orders should be promulgated in final form prior to the 
lease sale concurrent with a commit.~ent by Interior to 
allow an EPA review of environmental assessments or 
statements prepared in conjunction with the review of Q•fo1)0 
development plans. <,... 

_, cs:' 
< 

0 §xPloration Plans ~0 J 
It is evident that the onshore environmental (as 

well as social and economic) effects: of both exploratory 
and production activities are likely to be highly 
disruptive and could be disastrous unless carefully 
controlled within a properly pla.'llled framework. It is 
also evident that such plans and controls are not in 
place at present. The need for such improvements 
presents a strong argument in favor of a delay, but 
again if a sale must be held this year, a limitation 
in the geographic dispersion of tracts offered would 
assist the Alaska CZM and local planners by enhancing 
their capabilities to predict the location and extent 
of impacts on a particular area. 
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More importantly, the Secretary of the Interior 
should make maximum efforts to assist the State of Alaska 
in planning for and controlling onshore development. 
In particular, this would appear to be important to 
the Alaskan Native Village of Yakutat. It has been 
suggested that the Secretary should utilize his trust 
authorities and responsibilities to assist this community. 

The Department should further facilitate Alaska 
State-local planning by including lease stipulations 
(or developing other appropriate regulatory means) 
requiring submission of detailed exploration plans_ Such 
plans should be available for review by Federal, State 
and local agencies prior to. Interior approval, and 
should co~rer phasing of exploratory operations,. onshore 
facilities, offshore support needs and transportation 
needs .. 

EPA is available to discuss the position outlined 
above at any time. I am most grateful for the thorough 
r .eview you and your staff have conducted. and for the 
serious consideration you have given to our views .. 
Together we have, I believe, shown how the Section 309 
referral process can work to illQminate the environmental 
problems and alternatives in issues of unusual national 
and environmental significance, and I am most hopeful 
that this process will lead to a course of action that 
is best for all concerned. 

Si yours, 

Russel E. Train 
Administrator 

Honorable Russell W. Peterson 
Chairman 
Council on Environmental Quality 
722 Jackson Place, N.W. 
Washington, D.C. 20006 



UNITED STATES ENVI RONMENTAL PROT ECTION AGENCY 

WASH I NGTON, D.C. 20460 

JAN 19 1976 

Dear Russ; 

OFF ICE OF THE 
ADMINISTRATOR 

The purpose of this letter is to offer the 
Environmental Protection Agency's position on the options 
being considered by the Secretary of the Interior with 
respect to oil and gas leasing on the Outer Continental 
Shelf in the Northern Gulf ot Alaska (NEGOA, sale #39). 
This position follows up ·my lette=s of December 18, 1975, 
to you and Secretary Kleppe stating my determination 
under Section 309 of the Clean Air Act that the proposed 
sale, as described in the Bureau of Land Management's 
f inal environmental statement, would be unsatisfactory 
from the standpoint of environmental quality. 

In my December 18 letters, I requested that the 
Secretary of the Interior delay the proposed sale until 
adequate Operating Orders had been formulated for the 
Gulf of Alaska, and until completion of environmental 
baseline and other special studies presently being 
conducted in the Gulf. Such a delay would, I felt, also 
be exceedingly valuable to the State of Alaska in order 
that the State and affected local communities could 
complete their coastal studies and planning and establish 
their coastal zone manageme~t program. · 

Since the 18th, we have had several productive 
meetings, under your Council's leadership, with the 
Department of the Interior and representatives of the 
State of Alaska and the National Oceanic and Atraospheric 
Administration. As a result of these meetings, EPA is 
in a position to be more specific in its observations 
and recommendations. These are outlined below in the 
two major areas of concern - Operating Orders and 
Environmental Studies. 
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General 

The Bureau's final environmental statement states 
that OCS oil development in NEGOA is likely to result 
in severe damage to the sensitive coastal ecosystems. 
CEQ's report ocs Oil and Gas -- An Environmental Assessment 
describes serious reservations concerning development 
of the OCS in NEGOA. The report points out that there 
exists a very strong probability that any oil spills 
occurring in the lease area will impact highly productive 
fish nursery and spawning areas, as well as indigenous 
and migratory bird populations. The CEQ report correctly 
states that the probability of severe spills is greater 
i~ NEGOA than other proposed OCS areas because of the 
greater demand on OCS technology due to the severity 

· of storms in the region, earthquake potential and, in 
general, the formidable problems of working in a 
sub-arctic environment. 

Studies currently being performed by NOAA under -✓ 
contract to BLM generally support the statement that 
the NEGOA is an area of unique highly productive 
biological resources that may suffer considerable damage 
if OCS development is allowed to occur without 
exceptional measures to protect the environment. Such 
measures must include technology requirements to insure 
safe operations (both in the drilling and production 
phases) in the face of severe seismic and storm conditions, 
and plans and controls to mitigate the adverse effects 
of onshore developments (for example, provision 
of adequate public facilities and locational controls 
to prevent wetlands or other environmental destruction). 

Operating Orders 

EPA has repeatedly expressed its concerns over the 
Operating Orders for the Gulf of Alaska dating back to 
our March 1975 comments on the proposed Operating Orders 
which appeared in the Federal Register in January 1975. 
(These proposed orders were in essence operating orders 
for the Gulf of Mexico.) Since that time EPA has offered 
recommendations for development of orders for the unique 
environmentally hazardous conditions in the Gulf of 
Alaska. The.se recommendations follow closely the 
recommendations for improving the system of Operating 
Orders as published in CEQ's report. · 
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It is our firm position that final Operating 
Orders acceptable to EPA should be published before any 
leasing takes place in the Gulf of Alaska. The State 
of Alaska, which has had considerable experience in 
administering the development of the Cook Inlet oil 
and gas fields, should be asked to participate in the 
development of final Orders. With an accelerated effort 
including EPA and State of Alaska participation, such 
orders could realistically be produced within two months. 

EPA's most recent detailed comments on what we would 
consider to be adequate Operating Orders were contained 
in staff memoranda of January 8 and 15, 1976, which 
are enclosed for your reference. In summary: (1) EPA 
has no objection to the Department's drafts of Orders 
No. 1, 3, 4, 6, 11 and 12 (as proposed on January 6, 
1975, or in the redrafted orders which were sent to us 
on January 12, 1976); (2) EPA believes that Orders 
No. 2, 5, 7, 8 and 9 require further modification in 
accordance with our comments of January 8 and 15, 1976. 

Additionally, we note that sufficient site-specific 
information does not currently exist to write the detailed 
performance requirements for Order No. 8 which ideally 
should be written. Therefore, it is EPA's position 
that specific design criteria should be developed (as 
outlined in our January 8, 1976, comments) and that 
reviews including the use of these criteria should be 
conducted prior to the development phase. We note in 
the final environmental statement that the Department 
states that it will prepare environmental assessments and 
if necessary, environmental impact statements, on the 
development plans. We concur with the Department's 
commitment and request that the assessments and statements 
be made available for EPA review. 

Environmental Studies 

In our recent meetings (as well as in the Deparb~ent's 
analysis of the hazards contained in its final environ­
mental statement), a very strong case has been made for 
a 2-3 year delay in oil and gas leasing. I would like 
to outline a number of benefits such a delay would 
afford. · 

Sufficient time would be provided to complete an 
environmental impact statement on all proposed Alaska 
ocs development. This statement would provide an 
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intercomparison of the energy resource/environmental 
impact trade-offs among the various Alaska ocs regions. 
It would insure that initial Alaska OCS development 
would represent the best balance between energy resource 
recovery and ecological considerations. 

The State of Alaska would be given sufficient time 
to develop a comprehensive coastal zone management 
program (CZMP) that would integrate mineral resource 
extraction and its associated onshore developmental 
impacts, with other competing or multiple use activities 
such as fishing, transportation, recreation, aesthetics, 
etc. The CZMP in conjunction with the environmental 
statement on Alaskan OCS development would give a 
reasoned approach that would help responsible agencies 
minimize ecological impact. This approach would be firmly 
based on studies performed over an ecologically meaningful 
time period rather than on the preliminary data now 
available and would provide an informed basis for decision 
making and evaluation which does not presently exist. 

NOAA's environmental baseline assessment program 
dealing with NEGOA would be more complete. These study 
results would provide an adequate description of 
environmental (physical, chemical, biological) conditions 
needed for assessing the ecosystem impact of OCS 
development. Our present knowledge is far too limited 
to make definitive statements regarding qualitative and 
quantitative ecological disturbances that may result 
from oil extraction operation. Further effort in the NOAA 
study is needed to make adequate judgments concerning 
tract deletions or special lease stipulations to protect 
the environment. 

If in the national interest it becomes imperative 
to proceed with the sale this year, it is our view 
that such an action could only be made environmentally 
satisfactory if the following steps are taken: 

0 Limited Sale 

The sale should be restricted to the lease area 
in the Northeastern zone of the Icy Bay tracts Nos. 
75-79, 117-125, 160-169, and 204-206. 

Such a limited sale would involve minimal offshore 
environmental disturbance while allowing an estimated 
30% of the total crude oil resource to be developed. 
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By restricting the sale to one contiguous area many 
technological or operational advantages are gained 
which provide a greater level of ecological safety 
than would be assured if scattered sections are 
offered for lease. 

Some of the advantages are the consolidation of 
oil storage areas, minimizing the number of offshore 
tanker loading facilities, minimizing the miles of oil 
well connecting pipeline required, restricting onshore 
facilities to one relatively convenient location, 
minimizing the number of platforms required and minimizing 
both the number, routes, and distance to be traversed 
by tankers, work boats and drilling platforms. Con­
tainment and consolidation criteria are essential 
features to insure minimum impact and to develop experience 
in working in this area. 

The Northeast Zone represents a large area with 
good prospects for sizable oil. finds if oil and gas 
deposits exist in the Gulf. Research and coastal 
management activities should be much more developed 
before other regions of the NEGOA OCS are considered 
for additional lease sales. 

0 0perating Orders As recommended above, Operating 
Orders should be promulgated in final form prior to the 
lease sale concurrent with a commitment by Interior to 
allow an EPA review of environmental assessments or 
statements prepared in conjunction with the review of 
development plans. 

0 Exploration Plans 

It is evident that the onshore environmental (as 
well as social and economic) effects of both exploratory 
and production activities are likely to be highly 
disruptive and could be disastrous unless carefully 
controlled within a properly planned framework. It is 
also evident that such plans and controls are not in 
place at present. The need for such improvements 
presents a strong argument in favor of a delay, but 
again if a sale must be held this year, a limitation 
in the geographic dispersion of tracts offered would 
assist the Alaska CZM and local planners by enhancing 
their capabilities to predict the location and extent 
of impacts _on a particular area. 
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More importantly, the Secretary of the Interior 
should make maximum efforts' to assist the State of Alaska 
in planning for and controlling onshore development. 
In particular, this would appear to be important to 
the Alaskan Native Village of Yakutat. It has been 
suggested that the Secretary sh6uld utilize his trust 
authorities and responsibilities to assist this community. 

The Department should further facilitate Alaska 
State-local planning by including lease stipulations 
(or developing other appropriate regulatory means) 
requiring submission of detailed exploration plans. Such 
plans should be available for review by Federal, State 
and local agencies prior to Interior approval, and 
should cover phasing of exploratory operations, onshore 
facilities, offshore support needs and transportation 
needs. 

EPA is available to discuss the position outlined 
above at any time. I am most grateful for the thorough 
review you and your staff have conducted and for the 
serious consideration you have given to our views. 
Together we have, I believe, shown how the Section 309 
referral process can work to illuminate the environmental 
problems and alternatives in issues of unusual national 
and environmental significance, and I am most hopeful 
that this process will lead to a course of action that 
is best for all concerned. 

Si yours, 

Russel E. Train 
Administrator 

Honorable Russell w. Peterson 
Chairman 
Council on Environmental Quality 
722 Jackson Place, N.W. 
Washington, D.C. 20006 



Principal Objections to H.R. 6218 

-1 . k::,sc c~;tcclJ.ettion. Tiie bill requires crnccllation of hcLz,!rdous 
J c.:1.SC~~-·un<lc1~ crit0ria · th:J.t ~re one-sic.led ;:nli h;ts co1:1p cns~:.tion provi~·.·i c:ns 
tl:::.t arc t.cclm ~c:'-1ly deficient. \'.'c feel canccllaLion shoulc1 occ.tci' 0,1:y 
after passarc of tim2 has clea.Tl)' shrn:n it to be neccss2rr_, and ;:1ftcc fnll 
con5ideration of the ~:.dvantc.gCs c1nd dangers of continued pl'Oc~u.ction . 
Cance llation sh:mld be invoked 0;1ly for h2.z2.Tds unc1nticipa.Lcc1 c1t tl:c 
tine of lease issuance, and the lessee sho1..:.lcl be co: ,:pcnsctcd fo:r c .i.thc,r the 
value of the lease at the tir~e of canccll:ctj on , or his nc:t expense on tiic 
lease, 1·:hichever is S!ilJ.ller . 

2 . Lini t_ on bo!1us b _i dcl i ;1g . The bill l i!_,i ts use of the 11rcsc11t honus ­
bicl systc,·t for lc:1se s:dcs to 90 J;Cn:ent of futtirt': .1cnc•c1gc, and rcquiJ' (;c; 
app:i:oval by both l,ousc ;rnd Sc11:1.tc to exceed the li,nit . \': ;: do not o!Jjl·c,­
to the ~10 pcrccn i:. figure , provided it c::in be c:,;_cceclccl ~tn~cs~ both 
!louses, by j oj n•~ resolution, t~~:_:1pprC>vc . 

:5. J:1_c_~~--~~1:_t_i:...°.~-t~)_r_:i!a tc_~ . The rcq11 i_ res prov:i s ion to ~1dj ;:ccn t 
St:.it(;S of priviJci•.cj _i_nfon:utio;, c:Lopcd by comp:,nics Cro1;1 t c o]ogical 
J.nd :~cop:tysiud c:-:p lor:_:_tion. i)c: . -_,.; ] th:,t Stich i nFoniat:ion should be 
prov.idcd only j_f it 1,ill :not unduly ha,-,,1 th e competitive position of 
the COFi])Jn i cs in vol vcd. 

4 . Dra:inc1,r:c of St,1tc Jancls. The bill requires joint Fcclcr;:d-Statc l eas es 
:in ti1_c_J::-;r:st three Jlj-lcsof Ff~c.1CT2.l \!Cltcrs if the circa conU:.:ins oil or 
gas pouls partly u;1derlying State lirnds . \'ic do not accept the joint -
1 case concept, i-:hic:h inp lies Stntcs 1 r.i_ghts b8yo11d the:: 3-r.i -i le 1 iF1i t and 
which t-~ivcs States a potential veto over le asing of such lc:_nds. On the 
ot}1 cr h c:ir:cl , He arc i,.illing to proviclc arrangements for cquitaLlc division 
of revenues so that a State 1:ill not be fin2.nc:ial ly inj urcd by d rafrtag,e. 

5. Rccor: ;.Hencfations of Governors or ·fa)vi~;c',ty f;oards . The bill requires 
acceptance o f lcas.ing re:commendab ons o{ Gcivcrnors- or AdvisoTy 13oards, 
unles s 1•:c find them inconsistent \-/ith nat:io:1al security or ovcrduing 
n,~tional interest . \'!c feel that in the case of a national ly--m:nccl 
resourc e not lyj ng i·:ithin the b·::nmdarics of any State, there should 
b e 11 0 prcsu~ption of such acceptance , though we seek and cncourcige 
States' recommendations . c) 

6. Envi1:onmcnta 1 st~:1_.cl:i ~:. - The bill shifts Interior 1 s extensive program 
of OCS environmental studies to Coi.nncrcc. \'ic arc agreed th,:t the pri,,1ary 
purpose of the stu ~lics is to furnish information for Interior's lcasjng 
decisions, and th.:it control should re:i,ain in Interior's krnds . 

7. Changes in safety regulations . The bill provides that no change in 

regulations 1-::ay 1·cd~1cc the dcrree of safety on the OCS . \'le object 
to this res triction becaL1.~c it prevents baJ ::mcing the aclvanL,gcs ,en d 
dis:iclvant,:ges of J\C\·; regulations, _and hec:;!usc it could Leo. source 
of dclJ.)'ir1g litig;:t -:_on . 



8 . Auth0__:::_~_t_:):_!_Cl_~~~-g_1:_1_la~~~- The bill strikes fro: ;1 prcsc1~t Ln,; the key 
sentence Lhi.ch, s.incc 1953, k,s been the basis of rcgulaticns and court 
decisions defining Interior's rcgulatorr ~1u,hority. Th e sentence :i '., 
not inconsistent 1,itlt oti1er part s of the hill , nnd ,,_,c feel it shouhl 
b e rct:iincd. 

9. C::>nsistc:ncy ,,,ith State co::is_t:al .. zone prof'_rarns. The bill requires 
tk1t lectsing lie consistent \i _itli State co:-:. ~;t;_d zone progr:1i.,s , but 
drops th e qu:d ifyinz phL1sc which is present in the Coas U,l Zone 
Act itself, " to the n::-ixi,,,um extent p racticiblc." \Ye feel the plira:;c 
should be rctajnecl, so tlu.t th:, st;rndanl of co,1sistcncr :i s no higl1cr 
for OCS Jcd s:in g than for other Federal progr:1ms . 

J O .. ~:.::;_~_ tc;::'.'n,:110,;r_. Th ':' bill requir e;-; use of "tl1 c best ,:v:~ -i lnl1lc and 
s;i Fcs t tccl1r: :;2 '':':-·, cc:o,1CL1 i.c:: l ly ,Lehi c v;;Llc." l':c oppose cnactmu,t of 
tliis p}ir:,sc u:1le,;s report lantu:J.gc L;aLe.s it clc:u that tl:e co'.~ts ;ind 
the ~(d·~,..~)!!t;~z:cs of r~e\•1 tcchnolo;~.i.cs can be bal.a:iccd ;1gai1~st c~12h oth(~r , 
and the uill i:~ ;;,;i:-nclccl to 1;-1,d~c clear th:,t " econ0',1ic :1cliicvabi l:ity" is 
to be dctcn::j w::d by Interior, not the courts . 

J 1. S :-·.fct yTc';;ul~,tio,,_. The bill mal:c~; u .tJt:iplc assi[;_nlT:c:nts of agency 
authc:tity for s~~fcty regulation:.;; sor;;ctiTfi8S as rnany as three ogc11cics 
arc directed to dCJ tlic s:111c thing, to no clear purpose or effect . \\'c 
favor rcte:ntion of the regulatory rcspcms:ib:i. 1 i tics in present l,rn. 

12. i-i :nLi11g of ohstructions. The bill nakes mandatory the Coast Gunrd I s 
prcsc:1t d iscrct:i.on&ry authori'c:y to E10rk obstructions on the OCS for 
navig::~tio~~z:1 p~;.rposes. \\· c feel th~1t discretion should he rcta.i~1ed , 
bccat.~sc r;1 arklng is not al:·:ay2. L~lpfl1l or ncccs:-:aTy, and Uecause 
Coast Gu::-~rd' s liability in case of acciJcnt might otherwise be 
unacceptnbly cxpa.ndcd . 

the 

1 3 . Inp:1.ct o_j d. The impact ~,id pro,·isions are identical to those in 
the l: ou::,c Coastal Zone bill nm: in co;1fercncc . We object to th· 1;i as 
being inconsistent hi-ch th ,:; i\dministratioa bill on this subject. 

J.,L Stct_te ;mthor:i:t)~- The bill forbjds deve lopment pl:.ms to be 
inccnsistt:nt. '<-,:i th "any valid excrci sc" of State or loud o.ut.hority . 
This is l;,nguagc tzt~:cn fro';1 the Senate bi] 1, \•,hich rcqui1.·cs development 
pLrns to contain :i.nfo_rr;,atio:1 abcut 0;1shorc facj li tics, but it is 

inap~1ropriatc in. the !louse bj Jl, 11hich :n:st1.·5cts the plzm s to facilit i es 
in fe dera l ~atcrs. 

15 . Rc ciu :i rc;c,c 11t __ of _f.t::'?_ cli ligcncc. The bi 11 bars issuJ.nce or ext ens ion 
of a lease if the ~,pplic:-mt !us not diligently pc1·formcLl his obligr.1tions 
on other l eases . The provision is unnc cess:: ry, since clu e dil :igcncc on 
each lease is required elsc\-.ilcro in the bi.11 ; it :is urn·:orLtbl c , since 
it co:lld lcac~ to c.:mccll;,tion of a J cctsc lwld jointly by scvc.ro. l p::irties 
b cca1_:::;c of the lad: of cliJjgcncc of o:1c of them on ;-wothcr lc:1sc. 

16. f~~-~~i:,~~~-~~~--~ -~::_~ ~rh ~ 1):i. 11 b1'0~1dc11~, tht~ st0ncling of citi.:1,cns to 
sue u:·:ctcr the Act \;c 11 li,;ycn:cl pt·ovisi.ons of other rcccn t cnv:i.ronmcnt2. l 
L t1,:s . This raises th e: l.i.kclii,uocl of r,uj s,1nce suits, 



1·,1 . St:--•t_.i:,_·c:1,ihic _ _5l_1.J_"!.__l)_n;:_ . Th e; bdl 1:cquirc". ofter of pc:n::its tu 
tlr:i.11 i:'. C:: c<.:l: f cont.icr :•;·c,, cit Jc;ist. 0;1c prc-le::::.;c-s:1lc test liolc , H, 
:, locn-.-:.0:1 r,y.;t J ·iL cJy to cont:,i. n oil or g.:i.s . F')·( ::~cnt pol.icy :i. :~ tD 
Le:cp th,.·sc 1csts "off strt?~tucc " so t.h :.t no disco\'c1·y of oj 1 or r;as 
\·:i ll rc ::ul~, in orckr t o ~•.:,tlv~r u seful gcolot: i c. infon,'.at jon l:,ut ;:n·oicl 
prc:-~surc fol' fu r ther g,)·;unncnt cxp]or~,tion bcfo r·c l easing . Pr .:;St'nt 

p~)1 icy s110:JJd Ue rct.8. ->i1cd . 

NOTE: 

Other objections to H.R.6218 are listed in the attachment. 
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ATTACHMENT 

Other Objections to H.R.6218 

l. Rctro;,,:t'~~C:.t · 
d ~;s·{g~:~~l ;i ~ ~. :-~~~-i 1 y 

'!he liil.1 ;ipp -lic., nc·.-. (!r_;v-:;Jr,j1::.r.::nt pl:111 1'L:quirL:;:c 11t:: 
for h·unt icr are;~ts ro :t l 1 lc:,.scs 01t 1-:hich prwlu~t; •; ;t 

lt·i :; no~ 'u,\ ,,_,1, ;il:--1cc , including hund;.·cds of Je;:1,;cs in dcvc~lope;d 21·c:a:; 

or tl1c.: GuL: c,f 1-lcxico. The requirc,,cnts shouJJ be :--,ppbcd to frontjcr 
areas only. 

2 . Dc2.d]i:,,:: Ee: prcpar::.tion of 5-y<=';-ir nL1;1 . The 1)ill pro:1i11i..t:.; lc:tS:i1::.' 
~l_r-· ·t·.r:J_' Jt,,...,_ , . -~·v··, ,~1 -, 1 ll"'t·•c·c- "1·c·r":i1·•·,.l .J,· •• ,,,c,-,. i,Jr•l' l·;:is l v•C"l Jll'C1)'•Te rl 

.... ~ ~ J - :; ' ' \ I .. ,. -~ ..;> C4. ·'" l L~ ~ ,~ \.... / ~ 1...L 1 l .,_ ! . I.._ \,.., • J 1 1.-- \, 

?ncl appro\·c,:\. Eighteen r-,onths after passage of the Lill shoulcl be 
:1 l l O\•;ccl . 

:;. Pr:inci nlcs f_?2:__:U_:!::_~_par;it.ion ofS-}.:_car 2Jan . The bdl lays cloi•:n 
require:iTicn~s for prepari11g the 5-year schedule \-:hich 2re; overly 
strict 2n~i co~1lcl become sources of clelayi112, J itig:ition . Qua} ifyj,1g 
l<1ngu~gc s!101..1~d be added. 

4 . Reports of sc1.fcty vio LJtions. The i)i 11 requires excessively clctc,ilecl 
reporting o:t s;:,.fc·t:y vi-012.tions . Ll;mec:ess:iry expense \:ould be avoj clcd 
by rcdraftfrg thc::se provisions. 

S. tre_:1_~~:-:' c;f inspection . l hmcccss"rily frequent inspections ire 
c,:llcd fo-:: i,1 the bill. Once-yearly rcgtilar inspections of platfonis, 
p J us a prc;ra;:: of un:rnnounced visits, 1•;ould lie ,celcq,inte. 

6. Rpgulations required . The blll requires issuance of regu l at ions 
co,1cc rniT'i:: duties of the S8crct:iry hi;:is,'°lf , suc1, a.;:; prcpn-cing animal _,,,--H-~ 
rcpcH"ts 2,:-i,:l the 5-yeal· progr:11'.l. Such :i requircr::cnt \•:oulcl generate /~· 

1
'?,, 

tiscless IJ~:pcr \·.-0 :1:k , and sh.ol.1ld be stricken~ {"' ' 
~ <;:, 
c,:: 

7. /\ttorncy G~ncral and FTC revic1·.' . The bi11 requ:i.Tcs lntc,rior to 
provide J~, st:i.ce and FTC 1·:ith infonntion for their rcv:i.c\•.' concerning 
antitrust iPplications l ease issu2ncc or extension . The informa-::ion 
rcquii·c;,12n.t is too b road , cind cou lcl beco:"c burdensome and a source 
of delay. 

\~ 
? 

8 . . _!~_gul2.t~i._c:~1s for subsu_~::ice -~_torn;~_ - The bi 11 requires Intericll' to 
i s.sue rcg,1L1ticms for ,,11 subsurf2.ce stora~c on the OC:S, a rcquirc;:icnt 
that is in co:1flict 1-:ith the EncrT.Y Policy and Con scrv~1tion f\ct, hhich 
assigns re:spons.i.bility in the C;tse of government fa.c.il:i.tics to th e FL\. 

9. ~in1i. t ~ t i _c; ~} s on c~~T_!_. 
findings ~ !·:J C-on~~rcss ion:1. l 
Lxport ;U:xi.n.i :~ t r~tt.i.on Act . 
executive rc:·,.::·r ~;. 

The bill ~,de.ls requi1·c;,ic-nts fo:;· Presidential 
revi.e1•: to the norrn:i l proccdtirl'S of the 
These :ire t:ndesircdilc restrictions on 



J Cl . !·. >. ~ l·i "l_i 1: f~_ t Ii c, ___ i_c2 ~:_1_..s::L i'_ ___ l_~: :1_~-:._- l!n u er c c: r ta j_n c ond it i c:nc; , th c l> i. J l. 
1)lTJT.it'., r;:-. ~c n::~o;t .,;- the: pcir:1::Ty reri;; or a lc:t:-.;c to ten yc;1r~; fro;,1 1:h•.: 
no1-i:, ·d fi ,:c . To :tv(jicl un,ks.ir:1blc prc:;surc for c;,:tcw~ioil', , thi'.~ pro·:isil,il 
sho~l},_'. h•: J irnitccl to le:ascs co11toiniriL: such pcn1is~~ion i n t11ci1: 0ri1.;i11 ,t] 
l ~'-11r: ~: :~r: c. 

11. D:..:,:cloj::1t c1.'..!_.!1Lrn __ ::tpproval_if cnv :;_-ronL:t:nt,d stuJi.c:s ::ire ;_nco::1pJ_ctc . Tli c 
bill s:ty:; th;1t an .i11ce;t,:plctc c;n1 jron1,tc.:, 1tal study shall 11c,l~ ••in j_t~;t.:.l[" b i. : 
g1·oui"'.~~.,_ fe;-c rcfu:;i 11 g to approve a dc.·vclopmcnt plan. Th is quest.ion shoulcl 
be l eft to Interior ' s cli.scrctinn, sfr1cc in so:Ec cases the study rnay b e 
i n;-;oct~,n'c enough to b,::: \:o rth 1:aiting for . 

1 2 . Ce;, :1;1cas~1tjon fcJr _lec1ses crnccllccl bec2usc of s2.fcty v i.ol c1tio11s cir 
i iwbj lit)' to co,nply 1··ith la·.-: . Th e bill fails to ri::i!~c clear th:it 
c ancEj--Liti.on for ti1e-sc :ccasons 1.-:oul<l not entitle the l essee to 
co1~11)ensat.lon. 

13 . Revisj on of d c 1.1c lopmcnt _ _p}ans _ 'Ihc bill restricts too n arro;-:ly 
the grounds for r cvi slon o f ck:ve:1 opmcn.t plans . If th e requested 
revision is not contrarr to the public interest , the n:crc conven i e ;1cc 
o f th e l essee should be sufficient. 

14 . Rei.ub;_n-scment for d2-ta co s ts . The bi 11 provides for reimbursement 
of l essees but not pcr,nittees To-r rcprocluctio!l costs of data acquired 
from them by Inter ior . Th e provi s ions should be th e same for both. . 

15 . Price per l ease-sln.re under fl !Jhi llios p_lan . " The bill provides that 
all b idders for l p c1:cent lease shares under the PhiJlips plan syste:n 
would pay the s al'l.2 price , retarJ:!.css of their bids . Thi s rcquin:1':cnt 
unnecessari ly h andic2.ps an othen:ise promi sing e.xp cr.i.menta l bidding sys t cE~. 

16 . Required env :i.r orn;,cntal i mpac t state;nent cit cl eve lop,:icnt stage . The 
bill requires at least on e EIS on cle\·clopnent in e2.ch front i.e:r 2i.rc~,, bu t 
it is a:nbiguously 1·.'01:dcd , and 'could be interpreted to require one on 
each geo log ic structure , \~·hich would be umwrkably burclensoue . 

17 . Definjtion of "affected State . " The definition no1•, in the b .ill 
r. iakes it pussiblc for a State to be define d as " af fcct e d II by an oil spil 1 
from any v esse l , not just one u,rrying OCS oil . This is inconsistent 
with the logic of the oil spill liability provis ions elsewhere in tl1e bill . 

lS . Prc•p cr ten~ for OCS " struct urcs_. 11 In referring to OCS "structures " 
such as \•:ells and platforms , the bill fails to use language \•:hich is 
fully co:1sj stcnt \•: i th the l 9S S Convent ion on the Con tinent ::il She:] f . 




