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T h e  r a t i o n a l e  u s e d  b y  th e  S t a t e  o f  A l a s k a
t  J  _________ ... . . U 1-1 _______ • _  . . . specious to begin with, specJLOUS tO be1 . Me naoer documents why there is nothing magical about the March 31 

?c N o v e m b e r 9 l aates in that the 3-month worst case —  •
by the S t a t e  of Al 
s p e c u l a t i o n  and no t

^  -  —  v- w  t i t w i i v . l l  W U t S C  ^  U 1  ^  .------------- ---------------------

laska to justify the "drill it blowout scenario used 
t on the facts. indeed, £he%  I® ” 1.ndow" U  based on 

of an oil blowout from an explorat 'ry well in n that the chance
great" is patently false, as is documented herein6 Th3Up0rt Sea is "verY 
chance of an exploratory oil well blowout in the B f s are that the 
zero, and the paper shows why what happened at the Mea- ort Sea is next to 
not happen in operations conducted by the i o-,*. uX^ an Ixtoc well would 
Beaufort Sea. leaseholders in the Alaska

The paper also presents the 8-month worst case 
developed by the experts and documents why and-or h ari° for a blowout 
tions actually limit the spread of the oil; (2) one Arctic condi-
could be contained under one square mile of ice' milllon barrels of oil 
roughness of the under-surf ace of the ice; (3) the ov6091// °f nabu:al
thst- wnnlrl rpcinl t i <; Q4 n p r p p n t  . o v o n  *. w _ S t a l l  O i l  r e m o v a l  rst-pt h a t  w o u l d  r e s u l t  is 94 p e r c e n t ,  e v e n  w i t h  cle an- ut , ■ r e m o v a l  rate
in t o the  b r o k e n  ice p e r i o d  and (4) th e o i l  w o u l d  n °p a f ati-0n s  e xt en di ng  
o c e a n  an d f l o a t  all o v e r  the A r c t i c .  o v  d l s a P p e a r  into the

Oil r e m o v a l  t e c h n i q u e s  and d e s c r i p t i o n s  o f  
b e e n  t e s t e d  are a l s o  d o c u m e n t e d ,  i n c l u d i n g  the S o h i o ^  ec^u i p m e n t  that has 
that  c a n  ac t  as an i c e b r e a k e r  for i ce  u p  to 24 i n c h  ~ sp(?n s o r G b h o v e r b a r g e  
w a y  for t u g b o a t s  or s o m e  o t h e r  v e s s e l  to p u s h  t h r o u a h S • • V' c ^ e a ring the
To su m up, th e a s s u m p t i o n  t h a t  the c h a n c e s  a r e  g re a t - 10/  1I?^e s t e d  waters, 
e x p l o r a t o r y  oil we ll  in the A l a s k a  B e a u f o r t  S e a  i% •• 3 “l o w o u t  from  an

d e v e l o p e d  in d e f e n s e  o f the M a r c h  31 an d N o v e m / e ^ ^ ° / r/ Ct '• the S c e n a r i o  
the i m a g i n e d  d i s a s t e r  th a t w o u l d  be i m p o s s i b l e  t o  w r o n g ;  and
on r e s p o n s i b l e  a n a l y s i s .  Th e M a r c h  31 and  N o v p J k * is n o t  based 
m e a n i n g l e s s .  er 1 c a t e s  a r e  thus

T h e  p a p e r  a l s o  d e t a i l s  the c o s t s  an d  v a l u a b l e  ti m - a
be en  lo s t as the r e s u l t  of the i m p o s i t i o n  of the M a  y ata t h a t  have
d r i l l i n g  r e s t r i c t i o n  on  the 1979  B e a u f o r t  Sea l e a s p /  anc  ̂ N o v e m b e r  1
lost ti m e  in the fall of 1 9 8 1  a l o n e  a m o u n t e d  to a n ‘ n g i b * G c o s t s  for
for the four o p e r a t o r s  and e i g h t  ri g s an d o t h e r  e c u ^ n /  ™at.ed  $ 25 m i l l i o n
on g r a v e l  i s l a n d s  f r o m  m i d - S e p t e m b e r  u n t i l  the N o v e m b  iS l t t ^ng idle  out
and d r i l l i n g  wa s  a l l o w e d  to c o m m e n c e .  T h a t  s a m e  $ 2 ^  m i l V  b a t e  a r r i v e d
used i n s t e a d  by the c o m p a n i e s  no w t r y i n g  to e x o l  ->r . on c o u ld h a v e  been
d r il l 40 w e l l s  o n s h o r e  or 15 w e l l s  o f f s h o r e  in e r ln t l̂e B s a u f o r t  to

L o w e r  48.

A l t h o u g h  t w o - w e e k  e x t e n s i o n s  to the M a r c h  ;’ 
g r a n t e d  for w e l l s  d r i l l e d  i n s i d e  the B a r r i e r  I s h V - i !  m 8 31 e J o m o t i m e s

___ succeed.,..: reason. Instead chat 
period is used to test the well that shou .• — - ter.led. the
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previous season to determine where next to drill. The drilling program 
initiated by Sohio alone should have been, under normal circumstances, 
completed within 18 months but will take five years to complete because 
of the drilling restriction, and the costs incurred are about 40% higher, 
representing tens of millions of dollars.

There is a substantial amount of evidence indicating that the 
environmental effects of oilspills may not be as devastating as once 
thought. It is also becoming more evident that even if oilspill impacts 
are distinguishable from the results of natural phenomena, ecosystems 
generally recover within one to a few years. There is also every 
indication that the arctic ecosystem is incredibly resilient. That is, it 
has adaptive mechanisms that compensate for environmental "disturbances" 
regardless of whether they are of natural or man-made origin.

The evidence for the success of these adaptive strategies is in the 
existence and continued survival of populations of arctic organisms in an 
environment of unbelieveable extremes in ice, temperature, light, salin­
ity, nutrients, etc. When all the various factors are taken into 
consideration it is obvious that oilspill concerns have usually been 
presented in a manner inconsistent with the facts.

Oil spill prevention, containment and clean-up technology is a fact, 
and its implementation is the most powerful mitigating measure available. 
The physical, chemical and biological weathering and detoxification of 
spilled oil is a fact. These processes significantly alter the types and 
concentrations of oil after it is released to the environment.

When all the evidence is realistically evaluated, it is difficult to 
imagine a scenario in which oil would be present in quantities, c o n­
centrations, and durations sufficient to result in massive numbers of 
organisms being impacted.

F i n a l l y ,  it s h o u l d  be n o t e d  t h a t  t h e r e  is s i g n i f i c a n t  n e w  k n o w l e d g e  
t h a t  m a k e s  t h e  p o s s i b i l i t y  of a n y  B o w h e a d s  b e i n g  a d v e r s e l y  a f f e c t e d  by an 
o i l s p i l l ,  e v e n  d u r i n g  t he  m o n t h s  of S e p t e m b e r  and O c t o b e r ,  as r e m o t e  as 
is the l i k e l i h o o d  of an o i l  w e l l  b l o w o u t ,  i.e. , a n e x t  to z e r o  p o s s i b i l i t y ,  
for a n u m b e r  of r e a s o n s .

F i r s t ,  S e p t e m b e r  and  O c t o b e r  ar e the o n l y  m o n t h s  in w h i c h  a B o w h e a d  
c o u l d  p o s s i b l y  i n t e r a c t  w i t h  i n d u s t r i a l  d e v e l o p m e n t  o ff  t he  c o a s t  cf 
A l a s k a .  S e c o n d ,  the w h a l e s  are m i g r a t i n g :  t h e r e f o r e ,  t he  a m o u n t  of time  
tha t an y  o n e  w h a l e  c o u l d  i n t e r a c t  is c o n s i d e r a b l y  1 i m i t e d , p r o b a b l y  a r o u n d  
1 1/2 to 3 d a y s .  Th i r d ,  it is a l s o  k n o w n  t h a t  the w h a l p s  a re  at the s u r f a c e  

w h e r e  t h e y  c o u l d  c o n t a c t  an o i l s p i l l  o n l y  1 1 - 1 9 %  of t he  time. F o u r t h ,  the 
l e a s e  a r e a s  c o m p r i s e  a p p r o x i m a t e l y  ha lf  of an a r e a  in w h i c h ,  for  1980, it 
w a s  e s t i m a t e d  t h e r e  w e r e  o n l y  15 B o w h e a d s  p r e s e n t  at a n y  g i v e n  time,  w i t h  
a tot al  of 1 C “ B o w h e a d s  m i g r a t i n g  t h r o u g h  the area. ( C u r r e n t  e s t i m a t e s  
p u t  the B o w h e a d  pcpu..ation at a b o u t  2 5 0 0  a n i m a l s . )  F i f t h ,  t h er e w e r e  o n l y  

tr.ree B o w h e a d s  a c t u a l l y  s i g h t e d  in the l e a s e  ar e a s ,  an d t h e s e  s i g h t i n g s
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were seaward of the Barrier Islands. Sixth, added to this already remote 
possibility should be a consideration of the mitigative effects of 
physical, chemical and biological alteration of spilled oil, and oil spill 
response, prevention and containment activities. These factors serve to 
weather, detoxify, contain and remove the oil from the environment. So 
even if the whales did encounter oil, there are not likely to be any 
resultant adverse impacts.



E^SjQM COMPANY U.S.A.
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E X P L O R A T I O N  D E P A R T M E N T  
A L A S K A / P A C I F I C  D I V I S I O N November 11, 1981

Five-Year Leasing Program 
Staie of Alaska

n.D. WILSON 
M . MACKR

Division of Mine rals and Energy Management 
Pouch 7-005
Anchorage, Alaska 99510 

Attention: Ms. Kristina O'Connor

Ladies and Gentlemen:

The following comments are submitted pursuant to your "Call For 
Comments" issued in conjunction with your proposed revision of 
the Five-Year Leasing Program.

Exxon is concerned about the deletion of the originally proposed 
Chukchi Sea Sale (No. 44) from the schedule because the most 
effective and efficient scheduling of State lease s^ es is accom­
plished by coordinating the State sales with adjacet federal 
sales, and perhaps even conducting joint State/Feder ease 
sales. We had anticipated such coordination between . xe No. 44 
and Federal Lease Sale No. d5. Postponing the proposed Chukchi 
Sea State sale will result in duplication of effort and could 
create significant operational problems in the exploration and 
development of these two areas, especially if prospective geologi 
cal structures on che Federal acreage leased in Sale No. 85 
extend onto State acreage.

The oil and gas industry has demonstrated its ability to operate 
successfully and without adverse effects on the environment in 
the env ironmentally sensitive Arctic Slope region. While the 
Chukchi Sea and its adjacent coastline may present unique techni­
cal and environmental challenges, we are confident that industry 
will respond with workable solutions.

The time remaining before the presently scheduled Chukchi Sea 
State Sale date of January, 1905 should be adequate to study any 
unknov/n factors and conclude the necessary environmental studies.

Although we urge you co retain Sale 44 (Chukchi) in its presently 
scheduled January 1985 position, we approve of your proposal to 
add two Kuparuk Uplands Sales (Nos. 47 and 48) to the 1985 L e a s­
ing Program. These are areas which should be of interest to 
industry.

A D IV I S IO N  O F  E k X C N l O H P O B A I I O N AGO 8 8 6 4 7 1



Div. of Minerals & Energy Mgmt. -2- November 11, 1981

W i t h  r e s p e c t  t o  t h e  p r o p o s e d  C a m d e n  B a y  (No. 50) S t a t e  S a l e ,  w e  
d o  n o t  b e l i e v e  t h a t  it  s h o u l d  b e  s c h e d u l e d  u n l e s s  a n d  u n t i l  i t  is 

a s s u r e d  t h a t  f a c i l i t y  a n d  s u p p o r t  s i t e s  w i l l  b e  m a d e  a v a i l a b l e  o n  

s h o r e  in t h e  A r c t i c  N a t i o n a l  W i l d l i f e  R e f u g e  o p p o s i t e  t h e  s a l e  
a r e a ,  t o g e t h e r  w i t h  p i p e l i n e  a n d  a c c e s s  e a s e m e n t s  a c r o s s  t h e  

R e f u g e .  I t  s i m p l y  is n o t  f e a s i b l e  to  a t t e m p t  d e v e l o p m e n t  o f  t h e  

C a m d e n  B a y  a r e a  o t h e r w i s e .

E x x o n  u r g e s  t h a t  t h e  s a l e s  c u r r e n t l y  s c h e d u l e d  fo r 1 9 8 2 ,  p a r t i c ­
u l a r l y  S t a t e  S a l e s  34 a n d  36, b e  h e l d  a s  p r e s e n t l y  s c h e d u l e d .  In 

o r d e r  for p r o s p e c t i v e  b i d d e r s ,  to  m a k e  e f f i c i e n t  a n d  e c o n o m i c  u s e  
o f t h e i r  m a n p o w e r  a n d  f i n a n c i a l  r e s o u r c e s ,  t h e y  m u s t  be a b l e  to 

r e l y  w i t h  a d e g r e e  o f  c e r t a i n t y  o n  t h e  p u b l i s h e d  s a l e  s c h e d u l e  
fo r a t  l e a s t  a y e a r  a h e a d .  S u c h  c e r t a i n t y  w o u l d  be  h i g h l y  d e s i r ­

a b l e  for e v e n  l o n g e r  p e r i o d s ,  b u t  it is e s s e n t i a l  fo r a t  l e a s t  

t h e  f i r s t  f u l l  c a l e n d a r  y e a r  f o l l o w i n g  i s s u a n c e  o f  t h e  F i v e - Y e a r  
S c h e d u l e .

W e  a g a i n  a s k  y o u  to g i v e  e a r n e s t  c o n s i d e r a t i o n  to u t i l i z i n g  b o n u s  

b i d d i n g  a n d  t e n - y e a r  l e a s e  t e r m s  for -.hese f r o n t i e r  a r e a  s a l e s .

W e  p r e v i o u s l y  h a v e  f u r n i s h e d  d e t a i l e d  r e a s o n s  fo r t h e s e  s u g g e s ­

t i o n s  in w r i t t e n  c o m m e n t s  a n d  t e s t i m o n y  b e f o r e  v a r i o u s  A l a s k a  

l e g i s l a t i v e  a n d  r e g u l a t o r y  b o d i e s .  P l e a s e  r e f e r  to (1) o u r  l e t t e r  

d a t e d  J u n e  2 8 ,  1 9 7 9  a d d r e s s e d  to t h e  D i r e c t o r  w h i c h  e n c l o s e d  a 

c o p y  o f  T e s t i m o n y  o n  U s e  o f  N e t  P r o f i t  B i d d i n g  g i v e n  o n  M a r c h  31, 

1 9 7 9  b y  J. D. L a n g s t o n ,  V i c e - P r e s i d e n t ,  E x p l o r a t i o n ,  E x x o n  C o m p a n y ,  

U . S . A .  b e f o r e  th e S t a t e  of  A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  A d  H o c  

C o m m i t t e e  a n d  (2) o u r  l e t t e r  to t h e  D i r e c t o r  d a t e d  D e c e m b e r  13,

1 9 7 9  w h i c h  e n c l o s e d  o u r  c o m m e n t s  o n  th e r e v i s e d - p r o p o s e d  l e a s i n g  
r e g u l a t i o n s .

i

F i n a l l y ,  th e  e f f e c t i v e n e s s  a n d  w o r k a b i l i t y  o f  a n y  F i v e - Y e a r  L e a s ­
ing P r o g r a m  w h i c h  y o u  m a y  a d o p t  w i l l  b e  r e l a t e d ' d i r e c t l y  to t h e  

m e t h o d  of  a p p l i c a t i o n  a n d  a d m i n i s t r a t i o n  o f  the  u n i t i z a t i o n  r e g u ­

l a t i o n s .  In r e m o t e  f r o n t i e r  a r e a s ,  it is e s s e n t i a l  t h a t  h o l d e r s  

o f  l e a s e s  b e  e n c o u r a g e d  to  p o o l  t h e i r  e x p e r t i s e  a n d  t h e i r  e c o n o m i c  
r e s o u r c e s ,  as  w e l l  as  t h e i r  l e a s e s ,  in t h e i r  e f f o r t s  to d i s c o v e r ,  

d e f i n e ,  d e v e l o p  a n d  p r o d u c e  o i l  a n d  g a s ,  a n d  s u c h  e n c o u r a g e m e n t  
is b e s t  b e s t o w e d  by  th e  S t a t e  m a k i n g  u n i t i z a t i o n  a v a i l a b l e  C "  
r e a s o n a b l e ,  w o r k a b l e  c o n d i t i o n s .

Thank you for this opportunity to comment on these proposed sale 
schedule revisions. Any further information or details which you 
desire will be furnished on request.

R D W :be
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K. Daniel HinkleDivision Attorney 
Production, U.S. & Canada

Mtarathon 
Oil Company

P.O. Box 2380 
Anchorage, Alaska 99510 
"elephone 907/274-1511
M a r c h  19, 1 9 8 2

S e n a t o r  B e t t y e  F a h r e n k a m p  
S e n a t e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V  ( M S  13 0 0 )
J u n e a u  AK 9 9 8 1 1

Re: A l a s k a  5 - Y e a r  O i l  a n d  G a s  L e a s i n g  P r o g r a m
M a r a t h o n  O i l  C o m p a n y  C o m m e n t s

D e a r  S e n a t o r  F a h r e n k a m p :

E n c l o s e d  for th e S e n a t e  R e s o u r c e  C o m m i t t e e ' s  r e v i e w  a n d  
c o n s i d e r a t i o n  a r e  the w r i t t e n  c o m m e n t s  of  M a r a t h o n  O i l  C o m­

p a n y  on th e  m o s t  r e c e n t l y  r e l e a s e d  A l a s k a  5 - Y e a r  O i l  a n d  G a s  
L e a s i n g  P r o g r a m .  T h e s e  c o m m e n t s  a r e  in r e s p o n s e  to y o u r  F e b­
r u a r y  5, 1 9 8 2  l e t t e r ;  th e  C o m m i t t e e ' s  F e b r u a r y  8 t h  h e a r i n g  

w i t h  J o h n  K a t z ,  C o m m i s s i o n e r  of the  D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s  a n d  the F e b r u a r y  2 6 t h  h e a r i n g  w i t h  the o i l  i n d u s t r y .

An e x e c u t i v e  s u m m a r y  of o u r  c o m m e n t s  is as f o l l o w s :

1. T h e  5 - Y e a r  O i l  a n d  G a s  L e a s i n g  P r o g r a m :

A. T h o u g h  M a r a t h o n  c o n t e n d s  a p r e d i c t a b l e  l e a s i n g  p r o ­
g r a m  is in t he b e s t  i n t e r e s t  of the S t a t e  a n d  M a r a­
thon , w e  v/ould u r,̂ e  t h e  C o m m i t t e e ' s  c o n s i d e r a t i o n  
o f the f o l l o w i n g  p r o p o s a l s :

(1) A c c e l e r a t i o n  of th e  C a m d e n  B a y  S a l e  to 1 9 8 4  

f o r  the r e a s o n  it lies  in the i n d u s t r y ' s  h i g h  
i n t e r e s t  a r e a  f r o m  P o i n t  B a r r o w  to the 
C a n a d i a n  B o r d e r .

(2) R e t u r n  the C h u k c h i  S e a  S a l e  to the s c h e d u l e  
f o r  the r e a s o n  it l i e s  in an i n d u s t r y  h i g h  

i n t e r e s t  ar ea.  D e l e t i o n  of the s a l e  c r e a t e s  
a s e l f - f u l f i l l i n g  p r o p h e c y ,  in that, if t h e  
s a l e  a r e a  is d e l e t e d ,  it e n s u r e s  t e c h n o l o g i­
c a l  q u e s t i o n s  r e g a r d i n g  the  a r e a  w i l l  not be 
a n s w e r e d .

2. s p e c i f i c s  on t h e  P r o c e d u r e s  a n d  P e r m i t t i n g  P r o c e s s
B e i n g  U t i l i z e d .

A. D i s c u s s i o n  of the c u m b e r s o m e  a n d / o r  B u r e a u c r a t i c  
i t e m s  in th e p r o c e s s  is n o t  to s a y  the r e m a i n i n g  
p a r t s  of the p r o c e s s  a r e  good,  bu t  r a t h e r  t h e y  are

AGO 886473 jT-i



Senator Bettye Fahrenkamp
March 19, 1982
Page 2

l e s s  o n e r o u s .  In r e g a r d s  to c u m b e r s o m e / b u r e a u -  

c r a t i c  i t e m s ,  t he  C o m m i t t e e  is u r g e d  to r e v i e w  the 
f o l l o w i n g :

(1) T h e  s o c i a l ,  e c o n o m i c  a n d  e n v i r o n m e n t a l  a n a l y­
s i s  ( S E E A )  p r o c e s s  t h a t  o c c u r s  p u r s u a n t .to 
A d m i n i s t r a t i v e  O r d e r  N o .  5 2.  T h i s  p r o c e s s  is 
a de f a c t o  e n v i r o n m e n t a l  i m p a c t  s t a t e m e n t  a n d  

t h e  l e g i s l a t u r e ,  on at l e a s t  tw o  o c c a s i o n s ,  
h a s  r e j e c t e d  t h i s  c o n c e p t .  A p p r o x i m a t e l y  10 
m o n t h s  of p r e - l e a s i n g  t i m e  s c h e d u l e  is d e v o t­
e d  to t h e  p r o c e s s  a n d  M a r a t h o n  q u e s t i o n s  w h e ­
t h e r  t h e  S E E A  s e r v e s  m o r e  to a l a r m  r a t h e r  
t h a n  i n f o r m  t he  p u b l i c .

(2) T h e  C o m m i t t e e  s h o u l d  r e v i e w  f u r t h e r  u s ^ g e  of 
th e  s e a s o n a l  d r i l l i n g  r e s t r i c t i o n  c o n c e p t .  
T h o u g h  t h i s  c o n c e p t  wa s o r i g i n a l l y  p r o p o s e d  
f o r  t h e  1 9 7 9  B e a u f o r t  S e a  L e a s e  Sa l e,  we  a r e  
s e e i n g  it b e i n g  u s e d  m o r e  a n d  m o r e  in o t h e r  
a r e a s  w h e r e  the o i l  a n d  g a s  i n d u s t r y  h a s  a 
p r o v e n  r e c o r d  t h e y  ca n o p e r a t e  on a y e a r -  
r o u n d  b a s i s  - e . g . , C o o k  In l e t .

(3) T h e  C o m m i t t e e  is u r g e d  to c o n s i d e r  the a d d i­
ti on  of a l i t i g a t i o n  n o t i c e  p r o v i s i o n  to th e  
l e a s i n g  p r o c e s s .  T h i s  n o t i c e  w o u l d  r e q u i r e  
t h o s e  p a r t i e s  o p p o s e d  to the  s a l e  to g i v e  
n o t i c e  t h a t  if the s a l e  is he ld,  t h e y  ’' ^ e n d  
to b r i n g  s u i t  a n d  th e c l a i m s  t h e y  i n t e n d  to 
b r i n g  in t h a t  s u i t .  T h e  D e p a r t m e n t  of N a t u ­
r a l  R e s o u r c e s  C o m m i s s i o n e r  w o u l d  h a v e  the 
t i m e  to c u r e  p o t e n t i a l  s a l e  d e f e c t s  and, if 
u n a b l e  to c u r e  t h e s e  d e f e c t s ,  th en  th e C o m ­
m i s s i o n e r  c o u l d  p o s t p o n e  the  s a l e .  In s h o r t ,  
t h i s  c o n c e p t  c o u l d  p r e v e n t  the c u r r e n t  s i t u a­
tio n f a c e d  in the 1 9 7 9  B e a u f o r t  S e a  L e a s e  
S a l e  w h e r e  d r i l l i n g  ha s  t a k e n  p l a c e ,  b u t  th e  
q u e s t i o n  of w h e t h e r  the s t a t e  l e a s e s  ar e v a l­
id r e m a i n s  w i t h  the A l a s k a  S u p r e m e  C o u r t .

3. T h e  S t a t e ' s  L e a s i n g  P o l i c y .

M a r a t h o n  r e s p o n d s  to t h i s  p o i n t  by p r o v i d i n g  its 
c o m m e n t s  to t h e  D e p a r t m e n t  o f  I n t e r i o r  on B i d d i n g  S y s­
tems, T r a c t  E v a l u a t i o n  a n d  R e j e c t i o n  of B i d s .  In t h e s e  
c o m m e n t s  M a r a t h o n ' s  V i c e  P r e s i d e n t  - P r o d u c t i o n / E x p l o r­
a t i o n  U.S.  a n d  C a n a d a ,  R. R. B u r k e ,  c o m m e n t s  as 
fo ll o w s :
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Senator Bettye Fahrenkamp
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. C o m m e n d s  the D e p a r t m e n t  of I n t e r i o r ' s  
e f f o r t s  to a b a n d o n  e x p e r i m e n t a t i o n  w i t h  
b i d d i n g  s y s t e m s  t h a t  c o n t a i n  i n h e r e n t  

d e f i c i e n c i e s  and, t h e r e b y ,  a c t  as 
e x p l o r a t i o n / p r o d u c t i o n  d i s i n c e n t i v e s .

.The b e s t  m e t h o d s  f o r  a s c e r t a i n i n g  f a i r  

m a r k e t  v a l u e  t r a c t  e v a l u a t i o n  s t i l l  lies 
w i t h  th e f r e e  m a r k e t ,  c o m p e t i t i v e  b i d ­
d i n g  p r o c e s s .

.A r e v i e w  of the C C S  L e a s e  S a l e  e v i d e n c e  
l e a d s  xo t he c o n c l u s i o n  t h a t  t r a c t  e v a l ­
u a t i o n s  a n d  b i d  r e j e c t i o n s  ar e u n n e c e s­
s a r y  a n d  w a s t e f u l .

W e  b e l i e v e  t h e s e  c o m m e n t s  to th e D e p a r t m e n t  of 
I n t e r i o r  s h o u l d  p r o v i d e  m e a n i n g f u l  f o o d  f o r  t h o u g h t  f o r  
t h e  C o m m i t t e e ,  in th a t,  the S t a t e  of A l a s k a  if: c u r­
r e n t l y  in l i t i g a t i o n  o v e r  g e o p h y s i c a l  d a t a  c o l l e c t i o n , 
w h i c h  th ey  sa y  t h e y  n e e d  for e v a l u a t i o n  a n d  the c o m­
m e n t s  by v a r i o u s  C o m m i t t e e  m e m b e r s  on p a r t i c u l a r  b i d­
d i n g  s y s t e m s .

M a r a t h o n  t h a n k s  yo u  for th is  o p p o r t u n i t y  to p r o v i d e  
c o m m e n t s  on t h i s  v e r y  i n t e g r a l  p a r t  of A l a s k a ' s  w e l l  b e i n g .
If y o u  h a v e  a n y  q u e s t i o n s  or c o m m e n t s ,  p l e a s e  feel  f r e e  to 
c o n t a c t  me.

V e r y  t r u l y  yo u r s ,

K. D a n i e l  H i n k l e
K D H : m r  

E n c .
x c : J o h n  K a t z ,  C o m m i s s i o n e r

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s
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A L A S K A  5 - Y E A R  O I L  A N D  G A S  L E A S I N G  P R O G R A M  

W R I T T E N  C O M M E N T S  

T O

S E N A T E  R E S O U R C E S  C O M M I T T E E  

B Y

M A R A T H O N  O I L  C O M P A N Y

T h i s  d o c u m e n t  is s u b m i t t e d  in r e s p o n s e  to t he  i n v i t a­

ti o n  of Senatoj* B e t t y e  F a h r e n k a m p ,  C h a i r m a n ,  S e n a t e  R e s o u r c e s  

C o m m i t t e e ,  fo r w r i t t e n  d e t a i l e d  c o m m e n t s  on the A l a s k a  5 - Y e a r  

O i l  a n d  G a s  L e a s i n g  Pr' g r a m  b r i e f e d  to t h e  C o m m i t t e e  on F e b­

r u a r y  8, 1 9 8 2  by the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  (DNR )  

C o m m i s s i o n e r ,  J o h n  K a t z .  An e x e c u t i v e  s u m m a r y  of t h e s e  c o m ­

m e n t s  w a s  s e t  o u t  in t h i s  d o c u m e n t ' s  c o v e r  l e t t e r  to S e n a t o r  

F a h r e n k a m p .

1. T h e  5 - Y e a r  O i l  u.nd G a s  L e a s i n g  P r o g r a m .

M a r a t h o n  adheres! to t he  c o n c e p t  t h a t  an o i l  a n d  g a s  

l e a s i n g  s c h e d u l e  s h o u l d  be p r e d i c t a b l e  to the p o i n t  w h e r e  it
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A l a s k a  5 - Y e a r  O i l  a n d  G a s  L e a s i n g  P r o g r a m  

W r i t t e n  C o m m e n t s / M a r a t h o n  O i l  C o m p a n y  

P a g e  2

c a n  be c o u n t e d  on by t h e  p u b l i c ,  t he  g o v e r n m e n t  a n d  the 

i n d u s t r y  in t h e i r  p l a n n i n g  on b e h a l f  o f the c i t i z e n s  of 

A l a s k a  a n d  the r e s t  of th e U n i t e d  S t a t e s .  R e c o g n i z i n g  full  

w e l l  t h e r e  a r e  f a c t o r s  b e y o n d  the c o n t r o l  of t he  p a r t i e s ,

M a r a t h o n  w o u l d  u r g e  no d e l e t i o n  or p o s t p o n e m e n t  of a s a l e  

o n c e  the s a l e  lias p r o g r e s s e d  on t h e  s a l e  s c h e d u l e  to the t w o  

y e a r  t i m e  f r a m e  f r o m  s a l e  d a te . In l i g h t  of this s t a t e m e n t  

a n d  in r e c o g n i t i o n  of t he  m o r e  s p e c i f i c  f a c t o r s  c o m m e n t e d  

u p o n  b e l o w ,  M a r a t h o n  m a k e s  the f o l l o w i n g  l e a s e  s a l e  s c h e d u l e  

r e c o m m e n d a t i o n :

A. A c c e l e r a t e  the C a m d e n  Bay s a l e  to 1984. jj

T h e  C a m d e n  B a y  S a l e  a r e a  l i es  in the I n d u s t r y ' s

p r i m e  a r e a  of i n t e r e s t  In A l a s k a  - t h a t  a r e a  b e t w e e n  P o i n t

B a r r o w  a n d  the C a n a d i a n  b o u n d a r y .  In c o m p a r i s o n  to o t h e r  

g e o l o g i c  a r e a s  in the s t a t e ,  t he  a r e a  f r o m  P o i n t  B a r r o w  to 

t h e  C a n a d i a n  b o u n d a r y  h o l d s  t h e  h i g h e s t  g e o l o g i c  i n t e r e s t  a n d  

t h e  l o c a t i o n / e x i s t e n c e  of the T r a n s  A l a s k a  P i p e l i n e ,  a i d s  in 

it s d e v e l o p m e n t  i n t e r e s t .  As s t a t e d  o n  P a g e  32 o f  D N R ' s
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5 - Y e a r  O i l  a n d  G a s  L e a s i n g  P r o g r a m :  " R i c h  s o u r c e  r o c k s ,

t h i c k  p r o d u c t i v e  r e s e r v o i r s ,  a d e q u a t e  s e a l s  a n d  n u m e r o u s ,  

d i v e r s e  t r a p s  h a v e  b e e n  d o c u m e n t e d "  in th e N o r t h  S l o p e  

b a s i n .  As C o m m i s s i o n e r  K a t z  s t a t e d  d u r i n g  th e F e b r u a r y  8 t h  

b r i e f i n g  to the C o m m i t t e e :  "We (DNR ) a d d e d  t h e  C a m d e n  B a y

Sale , w h i c h  I t h i n k  is a v e r y  h i g h  v a l u e  p r o s p e c t i v e  a r e a . "

As c u r r e n t l y  s c h e d u l e d ,  o n l y  o n e  s a l e  in 1 9 8 4  ( S a l e  4 3  - 

B e a u f o r t  Sea)  m a y  be c o n s i d e r e d  a h i g h  v a l u e  a r e a .  T h e r e  

w i l l  be tw o lo w to m o d e r a t e  s a l e s  d u r i n g  1 9 8 4  ( S a l e  42  - 

M i n c h u m i n a  a n d  S a l e  41 - B r i s t o l  Bay  U p l a n d s ) .

D u r i n g  the F e b r u a r y  8 t h  b r i e f i n g ,  the C o m m i t t e e  

m e m b e r s  e x p r e s s e d  c o n c e r n  o v e r  p r o d u c t i o n  d e c l i n e s  - s t a t e  

r e v e n u e  d r o p  ( t h e  d e c l i n e  of P r u d h o e  B a y  p r o d u c t i o n )  w i t h i n  

the d e c a d e  - a n d  t h e  n e e d  fo r an a p p r o p r i a t e  l e a s i n g  s c h e d u l e  

to m i n i m i z e  t h i s  p r o d u c t i o n / r e v e n u e  dr o p .  C o m m i s s i o n e r  K a t z  

n o t e d  "it is b e c o m i n g  i n c r e a s i n g l y  d i f f i c u l t "  to f i n d  a r e a s  

to l e a s e  t h a t  a r e  c o n s i d e r e d  " h i g h  p o t e n t i a l " .  G i v e n  these 

p o i n t s ,  p l u s  the d e l a y s  in e x p l o r a t i o n ,  it w o u l d  a p p e a r  to be
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p r u d e n t  to a c c e l e r a t e  a " h i g h  p o t e n t i a l "  a r e a  s u c h  as C a m d e n  

Bay.

B. R e t u r n  the C h u k c h i  S e a  L e a s e  S a l e  to the 

P r o g r a m .

S e c r e t a r y  of I n t e r i o r  Wa tt s'  r e c e n t l y  r e l e a s e d  

f e d e r a l  5 - y e a r  l e a s e  s a l e  s c h e d u l e  i n c l u d e s  1 9 8 7  C h u k c h i  S e a  

L e a s e  S a l e ( s ) .  T h e  1 9 8 1  A l a s k a  L e g i s l a t u r e  a p p r o v e d  an 

A l a s k a  1 9 8 5  C h u k c h i  L e a s e  S a l e .  T h e  1 9 8 5  A l a s k a  s a l e  h a s  

b e e n  d e l e t e d  f r o m  the A l a s k a  p r o g r a m  a n d  C o m m i s s i o n e r  K a t z  

s t a t e d  t w o  r e a s o n s  f or  t h i s  d e l e t i o n .

T h e  f i r s t  r e a s o n  is to a v o i d  i n c o n s i s t e n c i e s  tie twe en  

w h a t  the S t a t e  is s a y i n g  to the F e d e r a l  G o v e r n m e n t  in 

c o n n e c t i o n  w i t h  the F e d e r a l  C h u k c h i  l e a s e  s a l e .  T h i s  p o i n t  

is a c l a s s i c  p o l i c y  d e c i s i o n  by th e e x e c u t i v e  a n d  l e g i s l a t i v e  

b r a n c h e s  of g o v e r n m e n t .  In t h i s  c a se,  the e x e c u t i v e  is 

r e q u e s t i n g  the l e g i s l a t u r e  to l i g i t i m i z e  the e x e c u t i v e ' s  

p o l i c y  d e c i s i o n  to d e l e t e  a s a l e  p r e v  - o u s l y a p p r o v e d  by the
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l e g i s l a t i v e  b o dy . O u r  r e s p o n s e  to t h i s  q u e s t i o n  is p e r h a p s  

b e s t  s t a t e d  by o u r  c o m m e n t s  on t h e  s e c o n d  r e a s o n  g i v e n  f o r  

d e l e t i o n .  T h e  C o m m i s s i o n e r  o p i n e s  a l a c k  of t e c h n o l o g y  

e x i s t s  f o r  o p e r a t i o n s  in t he a r e a .  We q u e s t i o n  the v a l i d i t y  

of t h i s  r a t i o n a l e  a n d  to s o m e  d e g r e e  we s e e  t h i s  p o i n t  as a 

s e l f - f u l f i l l i n g  p r o p h e c y .  T h a t  is, 1 he " t e c h n o l o g y "  d o e s  n o t  

e x i s t  at t h i s  time;  t h e  i n c e n t i v e  to d e v e l o p  t e c h n o l o g y  is a 

s c h e d u l e d  l e a s e  s a l e ;  and , if the l e a s ,  s a l e  is d e l e t e d ,  th e  

t e c h n o l o g y  is no t d e v e l o p e d .  On the o t h e r  ha nd,  the F e d e r a l  

G o v e r n m e n t  h a s  a l e a s e  s a l e  s c h e d u l e d  f o r  the a r e a  a n d  t h i s  

a l o n e  w i l l  be an i n c e n t i v e  to d e v e l o p  the t e c h n o l o g y  leeded.  

T h e  S t i t e ,  h o w e v e r ,  w o u l d  be d e l a y e d  in r e c e i p t  of t h i s  

d e v e l o p m e n t ,  b e c a u s e  the F e d e r a l  C h u k c h i  l e a s e  s a l e  is not on 

the S t a t e ' s  p r o g r a m .  E i t h e r  w a y  it a p p e a r s  in t he  S t a t e ' s  

b e s t  i n t e r e s t  to m a i n t a i n  t he  C h u k c h i  S a l e  on its s c h e d u l e .  

For t h o s e  o f  u s  o p e r a t i n g  in t h e  C o o k  I n l e t , w e s h o u l d  be 

h a p p y  a "ca n do" a t t i t u d e  e x i s t e d  in the S t a t e .
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2. C o m m e n t s  on P r o c e d u r e s  a n d  P e r m i t t i n g  P r o c e s s .

T o  a g r e a t  d e g r e e ,  D N R ' s  h a n d s  a r e  t i e d  in t h i s  a r e a  b y  

s t a t u t o r y / r e g u l a t o r y  m a n d a t e .  O n e  n e e d  o n l y  r e v i e w  I t e m  X. 

O v e r v i e w  of t h e  S t a t e  L e a s i n g  P r o c e s s ,  P. h^t-36 of t h e  

D e p a r t m e n t ' s  5 Y e a r  O i l  a n d  G a s  L e a s i n g  P r o g r a m ,  to s e e  the 

d e g r e e  to w h i c h  D N R  h a s  b e e n  t i e d  d o w n .  Of c o u r s e ,  an 

i x c e p t i o n  to t h i s  p r o c e s s  is t he S E E A ,  w h i c h  is no t a 

s t a t u t o r y  r e g u l a t o r y  m a n d a t e ,  b u t  is b r o u g h t  i n t o  t h e  p r o c e s s  

t h r o u g h  A d m i n i s t r a t i v e  O r d e r  No.  52 . (A c o p y  of t h e s e  21 

s t e p s  is a t t a c h e d ) .  T h e r e  are, h o w e v e r ,  

" c u m b e r s o m e / b u r e a u c r a t i c "  i t e m s  of n o t e  in t h i s  l e a s i n g  

p r o c e d u r e .  D i s c u s s i o n  of t h e s e  " c u m b e r s o m e / b u r e a u c r a t i c "  

i t e m s  is not  to sa y  the o t h e r  p a r t s  of the p r o c e d u r e  a r e  

g o o d ,  bu t  r a t h e r  let u s s a y  t h e y  a r e  le ss  o n e r o u s .

a. S o c l e 1, Econ< nd E n v i r o n m e n t a l  A n a l y s i s

( SE EA )

As s t a t e d ,  a p r i m a r y  c o n c e r n  in t h i s  a r e a  is t h a t  

t h e  S E E A  is a de f a c t o  e n v i r o n m e n t a l  i m p a c t  s t a t e m e n t .  Th e  

l e g i s l a t u r e ,  in the p a s t ,  h as  r e j e c t e d  the e n v i r o n m e n t a l
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i m p a c t  s t a t e m e n t  p r o c e s s , y et we h a v e  e n d e d  u p  in th e s a m e  

s i t u a t i o n  du e to th e  G o v e r n o r ' s  A d m i n i s t r a t i v e  O r d e r  No. 52. 

F r o m  the a t t a c h e d  l e a s i n g  p r o c e s s  y o u  w i l l  n o t e  a p p r o x i m a t e l y  

10 m o n t h s  o f  t h a t  t i m e  is d e v o t e d  to the d e v e l o p m e n t  of t h i s  

d o c u m e n t .  T h e  d o c u m e n t  is s u p p o s e d l y  a d v i s o r y ,  bu t m a n y  of 

t h e  a s s e r t i o n s  s e t  o u t  t h e r e i n  b e c o m e  p a r t  of th e t e r m s  of 

t he  l e a s e  s a l e .  ( S e e  st •? :nal d r i l l i n g  r e s t r i c t i o n  b e l o w . )  

Th e  d o c u m e n t  s e r v e s  m o r e  to a l a r m  t h e  g e n e r a l  p u b l i c  r a t h e r  

t h a n  to i n f o r m  them . Fo r i n s t a n c e ,  in the p r e l i m i n a r y  d r a f t

S E E A  f o r  t h e  U p p e r  C o o k  I n l e t  s a l e s  ( 1 9 8 0 )  on p a g e  11, the

d o c u m e n t  u s e s  o i l  s p i l l  n u m b e r s  d i r e c t l y  l i f t e d  f r o m  the f e d­

e r a l  e n v i r o n m e n t a l  i m p a c t  s t a t e m e n t  f o r  t h e  L o w e r  C o o k  In let ,  

w h i c h  w e r e  b a s e d  u p o n  an a n n a u l  p r o d u c t i o n  r a t e  of 3 4 0  m i l ­

l i o n  b a r r e l s . T h e  s t a t e  l e a s e  s a l e  a r e a ,  to w h i c h  t he  S E E A

w a s  to be a d d r e s s i n g ,  h a d  a t o t a l  of 2 0 2  m i l l i o n  b a r r e l s  of 

r e c o v e r a b l e  r e s e r v e s  o v e r  t he  l i f e  of the f i el d.  O b v i o u s l y ,  

th e s p i l l  r a t e  w o u l d  be o v e r s t a t e d  u s i n g  a 340 m i l l i o n  b a r r e l  

a n n u a l  p r o d u c t i o n  v e r s u s  a 2 0 2  m i l l i o n  r e c o v e r a b l e o v e r  the 

l i f e  of the f i e l d  f i g u r e .
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b. S e a s o n a l  D r i l l i n g  R e s t r i c t i o n .

As t h e  C o m m i t t e e  is a w a r e ,  a s e a s o n a l  d r i l l i n g  

r e s t r i c t i o n  ( N o v e m b e r  1 to M a r c h  31 - i m p o s e d  for two  y e a r s  

b e f o r e  r e c o n s i d e r a t i o n )  c u r r e n t l y  x i s t s  f o r  B e a u f o r t  S ea  

o p e r a t i o n s .  B e c a u s e  the 2 y e a r  t e r m  has run, the C o m m i s­

s i o n e r  is c u r r e n t l y  g r a p p l i n g  w i t h  the d e c i s i o n  of w h e t h e r  to 

e x t e n d ,  m o d i f y  or  d e l e t e  the  d r i l l i n g  r e s t r i c t i o n .  T h e  C o m­

m i t t e e  is a l s o  a w a r e  t h a t  a p r e l i m i n a r y  d r a f t  r e p o r t  by the 

D i v i s i o n  of M i n e r a l s  a n d  E n e r g y  M a n a g e m e n t  e s t i m a t e s  the 

d r i l L i n g  l i m i t a t i o n  c o u l d  c o s t  the s t a t e  a p p r o x i m a t e l y  $ 5 0 0  

m i l l i o n .  T h e  C o m m i t t e e  is a l s o  a w a r e  t h i s  l e a s e  s a l e  a r e a  

w i l l  n o t  be a b l e  to be d e v e l o p e d  w i t h  the c u r r e n t  r e s t r i c t i o n  

in p l a c e .  T h e  C o m m i t t e e  s h o u l d  be a w a r e  of the fa ct  that, if 

th e  r e s t r i c t i o n  is c o n t i n u e d ,  d e p e n d i n g  u p o n  t b o  c a s e  by c a s e  

c i r c u m s t a n c e s ,  the S t a t e  of A l a s k a  m a y  be s u b j e c t  to a for ce  

m a j e u r e  t y p e  a c t i o n  f o r  the r e c o v e r y  of  the l e a s e  s a l e  b o n u s /  

r e n t a l s  or net p r o f i t  s h a r e  l e a s e  e x p e n d i t u r e s .  S i n c e  the 

l e s s e e  w o u l d  be p r o h i b i t e d  f r o m  d e v e l o p i n g  the r e s e r v e  it 

d i s c o v e r e d  d u r i n g  uhe e x p l o r a t o r y  p h a s e  by the S t a t e  of
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A l a s k a ,  it w o u l d  a p p e a r  t he  l e s s e e  s h o u l d  h a v e  t he  r i g h t  to 

s e e k  a r e f u n d  o f t he l e a s e  e x p e n d i t u r e s  it h a d  m a d e .  M a r a­

th o n  is no t s a y i n g  a c t i o n s  of th is  ty pe  ar e  i m m i n e n t ,  b u t  is 

s a y i n g  t he c o n t i n u a n c e  of r e s t r i c t i o n s  la ys  the g r o u n d  w o r k  

a n d  i n c r e a s e s  the p r o b a b i l i t y  for  s u c h .

c. L i t i g a t i o n  N o t i c e .

O v e r  the p a s t  y e a r s  the " h i g h - v a l u e  f r o n t i e r  a r e a  

s a l e s "  h a v e  s u f f e r e d  l i t i g a t i o n  d e l a y s .  T3y t h i s  c o m m e n t ,  

M a r a t h o n  s u g g e s t s  an a d d i t i o n a l  s t e p  to the a d m i n i s t r a t i v e  

l e a s e  s a l e  p r o c e s s  t h a t  s h o u l d  s h o r t e n  th e l i t i g a t i o n  p e r i o d  

a n d  i n c r e a s e  th e p r o b a b i l i t i e s  of the s t a t e  l e a s e  s a l e  b e i n g  

u p h e l d .  T h e  s u g g e s t i o n  is the a d d i t i o n  o f  a n o t i c e  of  l i t i­

g a t i o n / c l a i m s  to be f i l e d  by t h o s e  p a r t i e s  a d v e r s e  to the 

s a l e .  T h e  n o t i c e  w o u l d  be g i v e n  at s o m e  m e a n i n g f u l  t i m e  

p e r i o d  p r i o r  to the d a t e  of the s a l e  a n d  w o u l d  r e q u i r e  t h o s e  

p a r t i e s  to s e t  o u t  the b a s i s  o r  c l a i m  t h e y  w i l l  m a k e  in t h e i r  

l i t i g a t i o n .  A f a i l u r e  by t h e s e  p a r t i e s  to g i v e  n o t i c e  w o u l d  

s u b j e c t  t h e i r  c l a i m  to a " f a i l u r e  to e x h a u s t  t h e i r  a d m i n i s­
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t r a t i v e  r e m e d i e s "  a r g u m e n t  in c o u r t .  Up on  r e c e i p t  of the 

n o t i c e ,  t h e  D N R  C o m m i s s i o n e r  w o u l d  a d d r e s s  a n d  c u r e ,  if n e e d  

be, th e  a l l e g e d  s a l e  d e f e c t  c l a i m e d  to e x i s t .  L i t i g a t i o n ,  if 

a n y ,  s h o u l d  t h e n  be s h o r t e n e d  by t h e  t h i r d  p a r t y ’s c o n c e r n  

b e i n g  a n s w e r e d  by the C o m m i s s i o n e r ' s  c o r r e c t i v e  a c t i o n  a n d  

th e k n o w l e d g e  on th e  p a r t  of the t n i r d  p a r t y  t h a t  t he  c o r r e c­

ti v e  a c t i o n  c a r r i e s  w i t h  it the l e g a l  p r e s u m p t i o n  of v a l i d i t y  

on t h e  p a r t  of t h e  S t a t e .  Th u s,  th e  t h i r d  p a r t y  w o u l d  c a r r y  

an e v e n  h e a v i e r  b u r d e n  b e f o r e  th e c o u r t  in its a t t e m p t  to 

v o i d  the l e a s e  s a l e .

T h e  F e d e r a l  G o v e r n m e n t  on O C S  s a l e  h as  a s i m i l a r  

p r o v i s i o n ,  b u t  t h e  a b o v e  i n c l u d e s  a d d e d  i m p r o v e m e n t s .  T h e r e  

a r e  b e n e f i t s  to a l l  of the p a r t i e s  c o n c e r n e d  by s u c h  a m e c h a­

n i s m .  T h e  S t a t e  i n c r e a s e s  its p r o b a b i l i t y  of h o l d i n g  a v a l i d  

l e a s e  s a l e .  T h e  c o n c e r n s  of the t h i r d  p a r t i e s  a re  a n s w e r e d  

p r i o r  to the l e a s e  s a l e .  E x p e n s i v e  l i t i g a t i o n  is a v o i d e d  on 

t h e  p a r t  of a l l  p a r t i e s .  T h e  i n d u s t r y  does not buy a " p i g  in 

a p o k e " .  It is u n c l e a r  w h e t h e r  t h i s  a c t i o n  c o u l d  be t a k e n  

t h r o u g h  r e g u l a t o r y  m e a s u r e s ,  b u t  at a m i n i m u m ,
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th e  l e g i s l a t u r e  c o u l d  a d d  the n o t i c e  p r o v i s i o n  t h r o u g h  l e g i s­

l a t i v e  a c t i o n .

d. H e a r i n g s  U p o n  H e a r i n g s  - S B  84.

G i v e n  the  h e a r i n g s  u p o n  h e a r i n g s ,  the c o m m e n t s  

u p o n  c o m m e n t s  r e c e i v e d  f r o m  a g e n c i e s  a n d  al l o t h e r  i n v o l v e d  

p a r t i e s ,  it h a s  b e e n  d i f f i c u l t  f o r  M a r a t h o n  to c o m p r e h e n d  the  

p e r m i t  d e l a y s  t h a t  o c c u r  s u b s e q u e n t  to the i s s u a n c e  of a 

l e a s e .  Ir, t h i s  r e g a r d ,  M a r a t h o n  s u p p o r t s  t h e  p a s s a g e  of  

S e n a t e  B i l l 84, w h i c h  w o u l d  s h o r t e n  the p e r m i t t i n g  t i m e  

d e l a y s  p r e s e n t l y  o c c u r r i n g  fo r t h o s e  p e r m i t s  n e e d e d  to 

e x p l o r e  a n d  p r o d u c e .

O n e  n e e d  o n l y  to b r i e f l y  r e v i e w  the S t a t e  l e a s i n g  

p r o c e s s  s e t  o u t  o n  P a g e s  3 4 - 3 6  o f D N R ' s  5 - Y e a r  O i l  a n d  G a s  

L e a s i n g  P r o g r a m  to s u b s t a n t i a t e  the a m o u n t  of g e n e r a l  p u b l i c ,  

lo c a l ,  s t a t e ,  f e d e r a l  a n d  i n d u s t r y  i n p u t  o b t a i n e d  a n d  

r e c e i v e d  d u r i n g  the p r e - l e a s i n g  p r o c e s s . F r o m  a l l  of t h i s  

i n p u t ,  it s h o u l d  be f a i r l y  o b v i o u s  w h a t  a c t i o n s  w i l l  be t a k e n
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b y  t he  s u c c e s s f u l  l e s s e e  on t h e  l e a s e .  H o w e v e r ,  s u c h  

a p p a r e n t l y  is n o t  the c a s e ,  b e c a u s e  m a n y  of the q u e s t i o n s  

a n s w e r e d  d u r i n g  t h e  p r e - l e a s i n g  s t a g e  m u s t  be r e a n s w e r e d  by 

t h e  s u c c e s s f u l  l e s s e e  d u r i n g  i t s  o b t a i n i n g  o f  th e  n e c e s s a r y  

p e r m i t s  to e x p l o r e  it s l e a s e .  G r a n t e d  t h e r e  m a y  be s o m e  

q u e s t i o n s  r e l a t e d  to a p a r t i c u l a r  o n - s i t e  a c t i v i t y ,  b u t  

p h i l o s o p h i c a l  a n d  g e n e r i c  q u e s t i o n s  s h o u l d  d e f i n i t e l y  h a v e  

b e e n  a n s w e r e d  by t h i s  p o i n t .

G i v e n  the g r e a t  a m o u n t  of i n f o r m a t i o n  o b t a i n e d  

p r i o r  to the l e a s e  s a l e ,  M a r a t h o n  c o n t e n d s  t h e  t i m e  d e l a y s  

a s s o c i a t e d  w i t h  o b t a i n i n g  p e r m i t s  s h o u l d  be m i n i m a l .  To a i d  

in r e a c h i n g  t h i s  go al,  M a r a t h o n  s u p p o r t s  th e p a s s a g e  o f  

SB 84.

3. S t a t j ' s  L e a s i n g  P o l i c y .

T o  a g r e a t  d e g r e e ,  A l a s k a ' s  l e a s i n g  p o l i c y / p r o c e d u r e  

m i r r o r s  th e f e d e r a l  l e a s i n g  p o l i c y / p r o c e d u r e s ; t h e r e f o r e ,  the 

F e d e r a l  G o v e r n m e n t ' s  r e c e n t  c a l l  for  c o m m e n t s  on t h e i r
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r e e x a m i n a t i o n  of b i d d i n g  m e c h a n i s m s  a n d  t r a c t  e v a l u a t i o n s  

a p p e a r s  r e l e v a n t .  T h e s e  s a m e  t w o  p o i n t s  are, o r  s h o u l d  be, 

r e e x a m i n e d  b y  the S t a t e  of A l a s k a .  In t h i s  r e g a r d ,  a t t a c h e d  

a r e  t h e  c o m m e n t s  o f  M a r a t h o n ' s  R. R. B u r k e ,  V i c e  P r e s i d e n t ,  

P r o d u c t i o n / E x p l o r a t i o n  U . S .  & Canada., to the D e p a r t m e n t  of 

I n t e r i o r .  T h e s e  r e l e v a n t  c o m m e n t s  p r o v i d e  s o m e  e x c e l l e n t  

f o o d  f o r  t h o u g h t  f o r  t he  S e n a t e  e s o u r c e s  C o m m i t t e e  a n d  the 

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  In s u m m a r y ,  t h e  c o m m e n t s  of 

Mr. B u r k e  a r e  as f o l l o w s :

1. C o m m e n d s  the D e p a r t m e n t  of I n t e r i o r ' . 5 e f f o r t s  to

a b a n d o n  e x p e r i m e n t a t i o n  w i t h  b i d d i n g  s y s t e m s  t h a t  

c o n t a i n  i n h e r e n t  d e f i c i e n c i e s  and, t h e r e b y ,  act 

as e x p l o r a t i o n / p r o d u c t i o n  d i s i n c e n t i v e s .

2. T h e  b e s t  m e t h o d  for f a i r  m a r k e t  v a l u e  t r a c t

e v a l u a t i o n  is the f r e e  m a r k e t ,  c o m p e t i t i v e  

b i d d i n g  p r o c e s s .

3. A r e v i e w  of the O C S  l e a s e  s a l e  e v i d e n c e  l e a d s  to
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t h e  c o n c l u s i o n  t h a t  t r a c t  e v a l u a t i o n  a n d  b i d  

r e j e c t i o n  a r e  u n n e c e s s a r y  a n d  w a s t e f u l .  ( T h i s  

p o i n t  is p a r t i c u l a r l y  r e l e v a n t  in r e g a r d s  to 

D N R ' s  c u r r e n t  p o s i t i o n  t h a t  it n e e d s  g e o p h y s i c a l  

d a t a  in r e g a r d s  to l e a s e  s a l e  e v a l u a t i o n . )

C O N C L U S I O N .

M a r a t h o n ,  o n c e  a g a i n ,  t h a n k s  the S e n a t e  R e s o u r c e s  

C o m m i t t e e  f o r  t h i s  o p p o r t u n i t y  to c o m m e n t  on th e A l a s k a  

5 - Y e a r  O i l  a n d  G a s  L e a s i n g  P r o g r a m .  If y o u  h a v e  a n y  

q u e s t i o n s  or c o m m e n t s ,  p l e a s e  f e e l  f r e e  to c o n t a c t  us.
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R.R.BurKe 
Vice President
Production Exploration, U.S. & Canada

/ j \ ^ \  M arathon
(marathon/ U  1 IOil Company

Findlay, Ohio 45840 
Telephone 419/422-2121

March 3, 1982

Mr. William P. Pendley, Arming Director 
Minerals Management Service 
Room 6651, Main Inte.rior Building 
,18th and C Streets, N.W.
Washington, D.C. 20240

Re: Tract Evaluacion Procedures to Assure
Receipt of Fair Market Value for Outer 
Continental .Shelf Oil and Gas Leases

Dear Mr. Pendley:

This letter constitutes the comments of Marathon 
Oil Company ("Marathon") in response to the Department of 
the Interior's ("Department") request for comments on Tract 
Evaluation Procedures to Assure Receipt of Fair Market Value 
for Outer Continental Shelf Oil and Gas Leases ("Request for 
Comments"), 47 Fed. Reg. 5694-5698 (February 5, 1982). 
Marathon feels that the Department's examination of tract 
evaluation procedures comes at an opportune time in light of 
the rejection of an overwhelming number of bids in two 
recent Outer Continental Shelf ("OCS") lease sales -- Mid- 
U.lantic OCS Sale No. 59 ("Mid Atlantic Sale 59") and Gulf 
of Mexico OCS Sale No. 67 ("Gulf of Mexico Sale 67").. 
Mirathon believes the number of bid rejections in Mid- 
Atlantic Sale 59 (44 of 98 high bids) and Gu lf of Mexico 
Sale 67 (22 of 137 high bids) i3 evidence of a system v/hlch 
has gotten out of hand and which seriously threatens timely 
exploration of the nation's OCS oil and gas resources. 
Marathon, therefore, welcomes the Department's inquiry into 
thi3 entire system and the opportunity to submit comments.

Marathon has commented in the past on the serious de­
ficiencies inherent in.the Department's evaluation of tracts 
and rejection of bids.—  In its past comments, Maralhon

See Marathon Oil Company's comment letters egarding 
"Request for Information on Proposed Changes in Offshore 
Leasing Programs" (May 22, 1981), "Rejection of Bids in 
Recent South Atlantic OCS Sale No. 56" (September 18, 
1981), and "Proposed 5-Year OCS Oil and Gas Leasing 
Program" (October 17, 1981).
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Mr. W i l l i a m  P. P e n d l e y

—

M a r c h  3, 1982 
P a g e  T w o

h a s  p o i n t e u  o u t  t h a t  t h e  D e p a r t m e n t ' s  e v a l u a t i o n  o f  t r a c t s  
a n d  r e j e c t i o n  o f  h i g h  b i d s  in O C S  l e a s e  s a l e s  is u n n e c e s s a r y ,  
c o s t l y ,  u n f a i r ,  a n d  i m p e d e s  t i m e l y  e x p l o r a t i o n  o f  t h e  O C S .  
B e c a u s e  o f  t h e s e  s e r i o u s  d e f i c i e n c i e s ,  M a r a t h o n  h a s  u r g e d  
t h e  D e p a r t m e n t  to a b a n d o n  c o m p l e t e l y  t r a c t  e v a l u a t i o n s  
a n d  b i d  r e j e c t i o n s .

M a r a t h o n  h a s  r e a d  t h e  D e p a r t m e n t ' s  R e q u e s t  f o r  C o m m e n t s  
a n d  the t h r e e  o p t i o n s  f o r  c h a n g i n g  t h e  s y s t e m  c o n t a i n e d  

t h e r e i n .  A l t h o u g h  M a r a t h o n  c o m m e n d s  t h e  D e p a r t m e n t  f o r  
r e c o g n i z i n g  t h a t  s o m e t h i n g  n e e d s  to b e  done , M a r a t h o n  c a n n o t  
s u p p o r t  a n y  s y s t e m  o f  t r a c t  e v a l u a t i o n s  a n d  b i d  r e j e c t i o n s .  

I n s t e a d ,  M a r a t h o n ' s  p o s i t i o n  is t h a t  t h e  p r a c t i c e  is i n ­

h e r e n t l y  d e f i c i e n t  a n d  t h a t  no a m o u n t  o f  f i n e  t u n i n g  c a n  
r e c t i f y  i ts  i n h e r e n t  d e f i c i e n c i e s .  M a r a t h o n ,  t h e r e f o r e ,  
a g a i n  s t r o n g l y  u r g e s  t h e  D e p a r t m e n t  to  c o m p l e t e l y  a b a n d o n  
t h i s  p r a c t i c e  a n d  r e l y  o n  t h e  f r e e  m a r k e t ,  c o m p e t i t i v e  

b i d d i n g  p r o c e s s  to i n s u r e  r e c e i p t  o f  f a i r  m a r k e t  v a l u e  f o r  
l e a s e s  on t h e  OCS.

G E N E R A L  C O M M E N T S

A. T r a c t  E v a l u a t i o n s  a n d  B i d  R e j e c t i o n s  a r e  n o t  R e q u i r e d

by t h e  O C S  L a n d s  A c t  A m e n d m e n t  o f  1978________________
S e c t i o n  102(2)(A) o f  t h e  O C S  L a n d s  A c t  A m e n d m e n t  o f  1978 (the " A c t " )  p r o v i d e s  in p a r t  t h a t  o n e  o f  t h e  p u r p o s e s  of  

t h e  A c t  is to " i n s u r e  t h e  p u b l i c  a f a i r  a n d  e q u i t a b l e  r e t u r n  

o n  t h e  r e s o u r c e s  o f  t h e  O u t e r  C o n t i n e n t a l  S h e l f . "  *»3 U . S . C .§ 1802(2)(C). In a d d i t i o n ,  s e c t i o n  208 o f  t h e  A c t  p r o v i d e s  in 

p a r t  t h a t  " [ I l°as x ng  a c t i v i t i e s  s h a l l  be c o n d u c t e d  to a s s u r e  
r e c e i p t  o f  f a i r  m a r k e t  v a l u e  for  t h e  l a n d s  l e a s e d  a n d  t h e  
r i g h t s  c o n v e y e d  by t h e  F e d e r a l  G o v e r n m e n t . "  *13 U . S . C .

§ 13*lH(a)(* '. N e i t h e r  o f  t h e s e  p r o v i s i o n s ,  h o w e v e r ,  r e q u i r e s  
e v a l u a t i o n s  o f  t r a c t s  a n d  b i d  r e j e c t i o n s .  In a d d i t i o n ,

M a r a t h o n  h a s  f o u n d  n o t h i n g  in t h e  l e g i s l a t i v e  h i s t o r y  o f  t h e  
A c t  o r  c o u r t  d e c i s i o n s  i n t e r p r e t i n g  t h e  A c t  w h i c h  r e q u i r e s  
t r a c t  e v l u a t i o n s  a n d  b i d  r e j e c t i o n s .

S e c t i o n  2 0 8  r e q u i r e s  t h a t  " l e a s i n g  a c t i v i t i e s  . . .  be 
c o n d u c t e d  to a s s u r e  r e c e i p t  o f  f a i r  m a r k e t  v u l u e  f o r  t h e  

l a n d s  l e a s e d  a n d  t h e  r i g h t s  c o n v e y e d  b> t h e  F e d e r a l  G o v e r n m e n t . "  
M a r a t h o n  b e l i e v e s  t h e r e  is no b e t t e r  w a y  to a s s u r e  t h i s  t h a n
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to a l l o w  o p e r a t i o n  o f  t h e  f r e e  m a r k e t ,  c o m p e t i t i v e  b i d d i n g  
s y s t e m  w i t h o u t  t r a c t  e v a l u a t i o n s  a n d  bi d  r e j e c t i o n s . —

T h e  D e p a r t m e n t ' s  R e q u e s t  f o r  C o m m e n t s  c o n t a i n s  t h e  
f o l l o w i n g  s t a t e m e n t  at p a g e  5 6 9 5 :

"In t h e  O C S  p r o g r a m ,  t h e  m a r k e t  v a l u e  o f  
" t h e  l a n d s  l e a s e d  a n d  r i g h t s  c o n v e y e d "  
c l e a r l y  d e p e n d s  o n  t h e  o i l  a n d  g a s  

p r o s p e c t s  of t h e  t r a c t s ,  t h e  e x p e c t e d  

p r i c e s  o f  o i l  an d  gas, th e  c o s t s  o f  O C S  
o p e r a t i o n s ,  t h e  s u p p l y  o f  l e a s e s  a n d  

s u b s t i t u t e s ,  a n d  t h e  f i n a n c i a l ,  m a r k e t ,  

an d t e c h n o l o g i c a l  c h a r a c t e r i s t i c s  

-■ of- p o t e n t i a l  b i d d e r s ; -• T h e  m a r k e t  v a l u e  •' 
o f  l e a s e s  is n o t  t h e  m a r k e t  v a l u e  o f  t h e  
oi l  an d  g a s  e v e n t u a l l y  d i s c o v e r e d  or  
p r o d u c e d ,  bu t  t h e  v a l u e  o f  t h e  r i g h t  to 

e x p l o r e ,  and,  if t h e r e  is a d i s c o v e r y ,  
d e v e l o p  a n d  p r o d u c e ,  s u b j e c t  to a w i d e  
a r r a y  of  c o n s t r a i n t s .  T h e  m a r k e t  v a l u e  

o f  a l e a s e  is it s v a l u e  at t h e  t i m e  it is 
o f f e r e d ,  g i v e n  c o n d i t i o n s  a t  t h a t  t i m e .
It is no t n e c e s s a r i l y  t h e  s a m e  as 
t h e  v a l u e  o f  t h e  l e a s e s  at a l a t e r  
tine.

T h e  D e p a r t m e n t ,  t h e r e f o r e ,  a p p a r e n t l y  r e c o g n i z e s  t h e  

n c r m a l  o p e r a t i o n  of  oil  and g a s  e x p l o r a t i o n  a n d  d e v e l o p m e n t .  

W h e n  t h e  oil  i n d u s t r y  b i d s  o n  O C S  l e a s e s ,  it is n o t  t h e  s a m e  
a s  b i d d i n g  on a t a n g i b l e  g o o d  t h e  v a l u e  o f  w h i c h  c a n  be  

r e a d i l y  a s s e s s e d  in t e r m s  o f  it s  p o t e n t i a l  r e t u r n  o n  t h e  

i n v e s t m e n t .  W h e n  a m a n u f a c t u r i n g  c o m p a n y  i n v e s t s  in c a p i t a l  
g o o d s ,  it f u l l y  e x p e c t s  to e a r n  a p r o f i t  on  e a c h  i n d i v i d u a l  
i n v e s t m e n t .  H o w e v e r ,  w h e n  an o i l  c o m p a n y  i n v e s t s  in O C S  
l e a s e s ,  it c a n n o t  r e a d i l y  a s s e s s  t h e  p o t e n t i a l  r e t u r n  on 

e a c h  i n d i v i c u a l  i n v e s t m e n t .  In fact, an  o i l  c o m p a n y  c a n

M a r a t h o n  n o t e s  t h a t  t h e  s a l e  o f  O C S  l e a s e s  d o e s  n o t  

t a k e  p l a c e  in an e n v i r o n m e n t  o f  t r u e  f r e e  m a r k e t  

c o m p e t i t i o n .  W h i l e  t h e r e  a r e  m a n y  b i d d e r s  for O C S  

l e a s e s ,  t h e  U n i t e d  S t a t e s  g o v e r n m e n t  is t h e  o n l y  s e l l e r  
o f  t h o s e  l e a s e s .  T h e  g o v e r n m e n t ,  t h e r e f o r e ,  h a s  a 

m o n o p o l y  on  O C S  l e a s e s .  T h i s  m a y  e x p l a i n  to a l a r g e  
d e g r e e  why, as I n d i c a t e d  b e l o w  at p a g e s  b a n d  7, t h e  
g o v e r n m e n t  ha s  b e e n  a b l e  to e x t r a c t  m o r e  t h a n  f a i r  
m a r k e t  v a l u e  for  its O C S  l e a s e s .
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e x p e c t  t h a t  a m a j o r i t y  o f  i t s  i n d i v i d u a l  O C S  i n v e s t m e n t s  

w i l l  be t o t a l  l o s s e s .  T h e  o i l  c o m p a n y  m u s t  r e l y  o n  h i g h  
p r o f i t s  f r o m  s o m e  i n d i v i d u a l  i n v e s t m e n t s  to p a y  f o r  t h e  
l o s s e s  o n  t h e  o t h e r s .

A f e w  t r a c t s  m a y  u l t i m a t e l y  b e  h i g h l y  p r o f i t a b l e ,  
w h i c h  w o u I q  r e s u l t  in an u n u s u a l l y  h i g h  r a t e  o f  r e t u r n  w h e n  

c a l c u l a t e d  o n a s i n g l e  l e a s e .  B u t  it is ju st  s u c h  a n  e x p e c­
t a t i o n  t h a t  c o n s t i t u t e s  t h e  e c o n o m i c  j u s t i f i c a t i o n  f o r  a n y  
c o m p a n y  t o  p a r t i c i p a t e  in e x p l o r a t i o n  o f  t h e  O C S .  H i g h  
p r o f i t s  f r o m  a s u c c e s s f u l  l e a s e  a r e  n e e d e d  to a b s o r b  t h e  

c o s t s ,  b o t h  l e a s e  b o n u s  p a i d  t o  g o v e r n m e n t  a n d  e x p l o r a t o r y  
c o s t s ,  f o r  t h e  v a s t  m a j o r i t y  o f  l e a s e s  t h a t  f a i l  t o  b e  
p r o f i t a b l e .  It is o n l y  t h e  h ' g h  p r o f i t  l e a s e  t h a t  c a n  

p r o v i d e  a n  a d e q u a t e  r a t e  o f  r e t u r n  c a l c u l a t e d  o n  t h e  a g g r e ­
g a t e  o f  a n y  c o m p a n y ' s  O C S  e x p l o r a t i o n  e f f o r t s ,  b o t h  s u c c e s s e s  
a n d  f a i l u r e s .  T h e  f a c t  t h a t  a c o m p a n y  a c h i e v e s  a h i g h  r a t e  

o f  r e t u r n  o n  o n e  l e a s e  d o e s  n o t  m e a n ,  t h e r e f o r e ,  t h a t  t h e  
U n i t e d  S t a t e s  is n o t  r e c e i v i n g  " f a i r  m a r k e t  v a l u e  fo r t h e  
l a n d s  l e a s e d  a n d  t h e  r i g h t s  c o n v e y e d "  b y  it.

C o n s i d e r i n g  t h e s e  f a c t s ,  t h e r e  is n o  r e a s o n  t o  a s s u m e  
t h a t  t h e  D e p a r t m e n t ' s  d u t y  t o  c o n d u c t  l e a s i n g  a c t i v i t i e s  "to 

a s s u r e  r e c e i p t  o f  f a i r  m a r k e t  v a l u e  f o r  t h e  l a n d s  l e a s e d  an d  
t h e  r i g h t s  c o n v e y e d  by t h e  F e d e r a l  C o v e r n m e n t "  r e q u i r e s  t h e  

D e p a r t m e n t  t o  e v a l u a t e  t h o s e  l a n d s  a n d  r e j e c t  b i d s  to i n s u r e  
t h a t  no p a r t i c u l a r  p a r c e l  o r  g r o u p  o f  p a r c e l s  is l e a s e d  at 

b e l o w  t h e  D e p a r t m e n t ' s  e s t i m a t e  o f  f a i r  m a r k e t  v a l u e .  R a t h e r ,  
t h e  D e p a r t m e n t  s h o u l d  ei.v l o y  a l e a s i n g  s y s t e m  d e s i g n e d  to 
a s s u r e  r e c e i p t  o f  f a i r  m a r k e t  v a l u e  f o r  t h e  O C S  l a n d s  l e a s e d  

a s  a w h o l e .  M a r a t h o n  b e l i e v e s  t h a t  t h e r e  is n o  s y s t e m  b e t t e r  
s u i t e d  to t h i 3  t h a n  a f r e e  r :rket , c o m p e t i t i v e  b i d d i n g  

l e a s i n g  s y s t e m  w h i c h  is n o t  o v e r r u l e d  by D e p a r t m e n t  e v a l u a ­
t i o n s  a n d  b id  r e j e c t i o n s .

F i n a l l y ,  S e c t i o n  102 a l s o  p r o v i d e s  t h a t  o t h e r  p u r p o s e s  

o f  t h e  A c t  a r e  to: 1) " p r e s e r v e ,  p r o t e c t ,  a n d  d e v e l o p  oi l
a n d  n a t u r a l  g a s  r e s o u r c e s  in t h e  O u t e r  C o n t i n e n t a l  S h e l f  in 

a m a n n e r  w h i c h  is c o n s i s t e n t  w i t h  t h e  n e e d  to m a k e  s u c h  r e­
s o u r c e s  a v a i l a b l e  to m e e t  t h e  N a t i o n ' s  e n e r g y  n e e d s  a s  
r a p i d l y  a s  p o s s i b l e "  (M3 U..S.C. §1802(2) (A)) a n d  2) " i n s u r e  
t h a t  t h e  e x t e n t  o f  o i l  a n d  n a t u r a l  g a s  r e s o u r c e s  o f  t h e  O u t e r  
C o n t i n e n t a l  S h e l f  is a s s e s s e d  at t h e  e a r l i e s t  p r a c t i c a b l e  

t i m e  . . (M3 U . S . C .  §1802(9))* W h e n  t h e  D e p a r t m e n t  r e j e c t s

t h e  h i g h  b i d  f or  a t r a c t ,  t h i s  d e l a y s  l e a s i n g  a n d  e x p l o r a t i o n  
o f  t h a t  t r a c t ,  w h i c h  c o n f l i c t s  w i t h  t h e  p r o v i s i o n s  q u o t e d  

a b o v e .  M a r a t h i  u e l i e v e s ,  h o w e v e r ,  t h a t  r e l i a n c e  o n  a f r e e  
m a r k e t ,  c o m p e t i t i v e  b i d d i n g  s y s t e m  w i t h o u t  D e p a r t m e n t  

e v a l u a t i o n s  a n d  b i d  r e j e c t i o n s  will a s s u r e  r e c e i p t  o f  f a i r
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m a r k e t  v a l u e  f o r  O C S  l e a s e s  a n d  a f a i r  a n d  e q u i t a b l e  r e t u r n  

o n  t h e  r e s o u r c e s  o f  t h e  OCS . In a d d i t i o n ,  s u c h  a p o l i c y  w i l l  
f u r t h e r  t h e  g o a l s  e n u n c i a t e d  in  t h e  p r o v i s i o n s  q u o t e d  a b o v e ,  
r a t h e r  t h a n  i n h i b i t  t h e m .  M a r a t h o n ,  t h e r e f o r e ,  s t r o n g l y  

u r g e s  t h e  D e p a r t m e n t  to  f u r t h e r  a l l  t h r e e  p u r p o s e s  o f  t h e  A c t  
b y  r e l y i n g  o n  a f r e e  m a r k e t ,  c o m p e t i t i v e  b i d d i n g  s y s t e m  
w i t h o u t  D e p a r t m e n t  e v a l u a t i o n s  a n d  b i d  r e j e c t i o n s .

B. T r a c t  E v a l u a t i o n s  a n d  B i d  ”e j e c t i o n s
a r e  U n n e c e s s a r y ,  W a s t e f u l ,  a n d  U n f a i r

M a r a t h o n  b e l i e v e s  t h a t  t r a c t  e v a l u a t i o n s  a r e  u n n e c e s s a r y  
t o  a s s u r e  r e c e i p t  o f  f a i r  m a r k e t  v a l u e ,  w a s t e f u l ,  a n d  u n f a i r .  

F i r s t ,  t h e  D e p a r t m e n t ' s  e v a l u a t i o n  o f  a t r a c t  is  s i m p l y  o n e  
m o r e  i n e x a c t - ' e s t i m a t e  o f  t h e  v a l u e  o f  a t r a c t  i n  a d d i t i o n  to 

t h o s e  m a d e  b y " n u m e r o u s  e x p e r t s  in  t h e  i n d u s t r y .  T h e  D e p a r t ­
m e n t  i n t e r p r e t s  g e o l o g i c  s t r u c t u r e s  a n d  p r o s p e c t s  a n d  e s t i m a t e s  
t h e  v a l u e s  o f  i n d i v i d u a l  t r a c t s  b a s e d  o n  i n t e r p r e t a t i o n .  

I n d u s t r y ,  as  a p a r t  o f  t h e  c o m p e t i t i v e  b i d d i n g  p r o c  ss, d o e s  
e x a c t l y  t h e  s a m e  t h i n g .  A l t h o u g h  t h e  D e p a r t m e n t  t\»ces i n t o  
a c c o u n t  t h e  c o m p a n i e s '  b i d s  t h r o u g h  u s e  o f  a n A v e r a g e  

E v a l u a t i o n  o f  T r a c t  ( " A E O T " ) ,  if t h e  D e p a r t m e n t ' s  e v a l u a t i o n ,  
is  m u c h  h i g h e r  t h a n  t h e  b i d d i n g  c o m p a n i e s ' ,  o r  i f  o n l y  a f e w  

c o m p a n i e s  e s t i m a t e  a t r a c t ' s  r e l a t i v e  v a l u e  as h i g h  e n o u g h  t o  

w a r r a n t  s u b m i s s i o n  o f  a bi d,  t h e  h i g h  b i d  f o r  a t r a c t  w i l l  be 
r e j e c t e d .

T h e  f u n d a m e n t a l  p r o b l e m  w i t h  r e j e c t i n g  b i d s  b e c a u s e  o f  

a h i g h  t r a c t  e v a l u a t i o n  by t h e  D e p a r t m e n t  is t h a t  it s i m p l y  
i g n o r e s  t h e  f a i r  m a r k e t  v a l u e  a r r i v e d  at t h r o u g h  t h e  c o m p e t i ­
t i v e  b i d d i n g  p r o c e s s .  T h e  o n l y  t r u e  a s s e s s m e n t  o f  f a i r  

m a r k e t  v a l u e  o f  a p a r t i c u l a r  O C S  t r a c t  is t h e  v a l u e  g i v e n  it 
by  e x p e r t  o i l  a n d  ga s e x p l o r a t i o n i s t s  f o r c e d  to  i l a c e  a v a l u e  
o n  it in a f r e e  m a r k e t ,  c o m p e t i t i v e  b i d d i n g  s i t u a t i o n  a f t e r  

e v a l u a t i o n  o f  t h e  tr ac t.  In s u c h  a n  e n v i r o n m e n t ,  t h e r e  is 
s i m p l y  no r e a s o n  w h a t s o e v e r  f o r  t r a c t  e v a l u a t i o n s  o r  r e j e c­

t i o n s  o f  bi ds.  I n d e e d ,  to r e j e c t  a b i d  as t o o  l o w  is t a n t a­
m o u n t  to  a s k i n g  as m a n y  as 50  o r  m o r e  e x p e r t s  f o r  t h e i r  
o p i n i o n  o f  an i t e m ' s  w o r t h ,  h a v i n g  t h e m  a g r e e  t h a t  it is 
n o t  w o r t h  o v e r  a c e r t a i n  sum, a n d  t h e n  r e j e c t i n g  t h e i r  

a s s e s s m e n t  as t o o  l o w  b e c a u s e  o n e  o t h e r  e x p e r t ,  no  m o r e
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q u a l i f i e d ,  b e l i e v e s  a h i g h e r  a s s e s s m e n t  is m o r e  a.ccurate.— /
O f  c o u r s e ,  t h i s  s i m p l y  d o e s  n o t  m a k e  s e n s e .

S e c o n d ,  t h e r e  s i m p l y  is n o  e v i d e n c e  o f  l a c k  o f  v.om- 
p e t i t i o n  fo r  O C S  l e a s e s  or c o l l u s i v e  bi 1 d i n g  in O C S  l e a s e  
s a l e s .  In J u l y  o f  1981 t h e  D e p a r t m e n t  f o r m a l l y  s u b m i t t e d  i ts  

P r o p o s e d  5 - Y e a r  O C S  O i l  a n d  G a s  L e a s i n g  P r o g r a m  to t h e  H o u s e  
o f  R e p r e s e n t a t i v e s  u n d e r  a c o v e r  l e t t e r  to t h e  H o n o r a b l e  

T h o m a s  P. O ' N e i l l  d a t e d  J u l y  24, 1981. A t t a c h m e n t  5 to  t h a t  
l e t t e r  c o n t a i n s  a d i s c u s s i o n  o f  f a i r  m a r k e t  v a l u e ,  t r a c t  
e v a l u a t i o n s ,  a n d  bid  r e j e c t i o n s  o n  t h e  OCS.

At p a g e  s i x  o f  A t t a c h m e n t  5, t h e  D e p a r t m e n t  r e f e r s  to 

t h e  l o w  r a t e s  o f  r e t u r n  o n  O C S  l e a s e s .  T h e  D e p a r t m e n t  a l s o  
s t a t e s :.. ........... ; ............... . • •

" T h i s  i n d i c a t e s  t h a t  O C S  l e s s e e s  d i d  no t
e a r n  s u r p l u s  p r o f i t s ,  p r o v i d i n g  f u r t h e r  

' s t r o n g  e v x ' e n c e  t h a t  t h e  O C S  l e a s e  m a r k e t  
h a s  y i e l d e d  ,'~>ir m a r k e t  v a l u e  to t h e  
g o v e r n m e n t ."

"In a d d i t i o n ,  t h e  D O E  s p o n s o r e d  an e l a b o­

r a t e  s t u d y  o f  O C S  c o m p e t i t i o n  by t h e  C a b o t  

C o n s u l t i n g  G r o u p  w h i c h  w a s  c o m p l e t e d  in 
J u l y ,  1980. T h i s  s t u d y  c o n c l u d e d  t h a t
t h e r e  is no e v i d e n c e  o f  s t r a t e g i c  u n d e r ­
b i d d i n g  for O C S  l e a s e s  a n d  t h a t  al l  

o f  t h e  s t u d i e s  o f  t h e  p r o f i t a b i l i t y  o f  

O C S  l e a s e s  i n d i c a t e d  t h a t  t h e  g o v e r n m e n t  
h a s  r e c e i v e d  f a i r  m a r k e t  v a l u e . "

In a d d i t i o n ,  a r e v i e w  o f  C o m p e t i t i o n  a n d  P e r f o r m a n c e  in 
O C S  O i l  and G a s  L e a s e  S a l e s  a n d  L e a s e  D e v e l o p m e n t , an in- 

d e p e n d e n t  s t u d y  m a d e  by W a l t e r  J, M e a d  a n d  P h i l l i p  E. S o r e n s o n  
u n d e r  c o n t r a c t  w i t h  t h e  U n i t e d  S t a t e s  G e o l o g i c a l  S u r v e y  
( t h e  " M e a d  a n d  S o r e n s o n  s t u d y 1 ), i n d i c a t e s  t h a t  th e  f e d e r a l  
g o v e r n m e n t  ha. c a p t u r e d  m o r e  t h a n  " f a i r  m a r k e t  v a l u e "  fo r  O C S

A l t h o u g h  a t r a c t  m a y  r e c e i v e  o n l y  o n e  b i d  in an y  

g i v e n  s a l e ,  t h i s  d o e s  n o t  m e a n  t h a t  o n l y  o n e  e x p e r t  ha s  

e v a l u a t e d  t h e  tr ac t.  M a n y  m o r e  e x p e r t s  h a v e  e v a l u a t e d  
t h e  tr a c t .  T h e  fa ct  t h a t  o n l y  o n e  c o m p a n y  c h o s e  to bid 
m a y  m e a n  t h a t  t h e  o t h e r  e x p e r t s  se t t h e  r e l a t i v e  v a l u e  

o f  t h e  t r a c t  so l o w  as  t o  n o t  w a r r a n t  s u b m i s s i o n  o f  a 

b id .
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H /
leases in the Gulf of Mexico.—  Mead and Sorenson analyzed 
1,223 leases issued i 17 Gul f of Mexico OCS lease sales held 
in the yearo 195^ — 19 6 b - For all 1 ,223 leases, the average 
internal rate of return was 11.43% before corporate income 
tax. This return is far below the average return (1954-1976) 
of all U.S manufacturing corporations of 19-81%. Of course, 
oil and gas exploration and development in the OCS entails 
much more risk than manufacturing operations. This study 
reveals that industry has made an inadequate rate of return 
on the OCS and that the federal government, therefore, has 
captured more than "fair market value."

All of these Gulf of Mexico sales were conducted in 
areas which were offshore extensions of the existing pro­
ducing areas onshore Texas and Louisiana. Greater presale 
geologic data-was available; hence, these sales had much less 
risk than those in frontier areas. The table below indicates 
that perhaps only one out of 50 or more leases in frontier 
areas can.be expected to be profitable. Exploratory drilling 
results in these areas conclusivly show that industry has 
thus far obtained a negative return on investment.

Bonus Paid
N o . of to Results of

Date of Leases Government Drilling
Frontier Areas Sale Issued ($MM) to 2-1-82

Eastern Gulf 1973 87 V » 9 0 No Production
of Mexico Found

Cali fornia 1975 56 *117 Only 3-8 Leases
May Be Profitable

Gulf of Alaska 1976 76 559 No Production
Found

Mid-Atlantic ,r_. 1.976 ...93 1, 127 3 Leases May Be
Profitable

Lower Cook 1977 87 398 No Production
Inlet, Alaska Found

South Atlantic 1978 *13 100 No Production
Found

TOTALS - l|4 2 8,092 6-7 Leases May
De Profitable

VI. Mead and P. Sorenson, Competition and Performance 
in OCS Oil and Gas Lease S a lec and Lease D e v e l o p m e n t , 
U.S.G.S. Contract No. iI]To¥-001-16o52 (198(177
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The government's own studies, not industry's, show there 
is adequate competition and that the government has received 
more than fair market value for the OCS lands it has leased. 
The government's own studies show that evaluations and bid 
rejections are unnecessary. Considering this evidence, it 
simply does not make sense to have government personnel 
duplicate industry's efforts in evaluating leases. It is a 
waste of the government's and industry's time and resources. 
For if the industry evaluates a tract, bids on it in a 
competitive system, and no lease is awarded, industry's 
efforts are wasted as well.

Finally, bid rejections are unfair. Marathon puts 
great effort into evaluating the lands offered in OCS lease 
sales, finding bidding partners, and formulating bids which 
it hopes will allow it to earn a reasonable rate of return on 
its OCS investments and also win the bidding. It is gratify­
ing to submit a bid at a sale and win the right to explore a 
particular prospect. It also is very disappointing to learn 
that although you have competed well and won the bidding, the 
Department nonetheless has decided to reject your bid.

C. Department Tract Evaluations and Bid Rejections
Achieve No Rational Results

As indicated at p*£R 5, above, the Department's ev alu­
ation of a tract is simply one more inexact estimate of the 
value of a tract in addition uc those made by numerous 
experts in the industry. Although the Departme.j* takes into 
account the companies' bids through use of an AEOT, if the 
Department's evaluation is much higher than the companies', 
or if only a few companies estimate a tract's relative value 
as high enough to warrant submission of a bid, the high bid 
for a tract will be rejected. Geologic evaluations, however, 
si.iply are not accurate enough to allow one estimate of 
vulue to result in rejections of high bids.

The ultimate value of any tract is never known prjor 
to actual exploration and development. The presale value 
of a tract is nothing more than a scientific estimate.
These estimates are dependent on the seismic data coverage 
and geometry, application of various computer processing 
and analytical techniques, and the resulting interpretations 
utilizing sound geologic principles. The many variables 
involved in this process cause significant differences 
in the relative values placed on individual tracts even 
though the general area of a large geologic structure may 
be quite similar among the various interpretations. It is
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unreasonable, therefore, to allow the single Department 
interpretation to cause rejection of a high bid.

Even when numerous potential bidders utilize essentially 
the same geological and geophysical raw data prior to a 
lease sale, the interpretation of that data, and hence the 
estimated presale value of each tract, varies widely among 
potential bidders. A cursory review of bidding in other 
sales indicates that differences in presale evaluations 
by potential bidders cause some tracts to receive bids from 
some companies while other potential bidders do not bid on 
those tracts at all. The inaccuracy of presale evaluations 
is even more vividly demonstrated by the extremes of bid 
levels placed on the same tract. Frequently, the same 
tract will receive dollar bids ranging from hundreds of 
thousands to tens of millions.

In addition, the Mead and Sorenson study referred to at
page 6 determined that of the 1,223 individual leases
studied, 62$ were abandoned without production and another
15$ were productive but unprofitable. The inescapable con­
clusion is that the successful bidders' presale evaluations 
were totally wrong with respect to nearly two-thirds of the 
leases issued. Seventy-seven percent of presale evaluations 
were greatly in error since those evaluations resulted in 
bids for leases which proved to be either worthless or failed 
to provide a profit.

A review of past lease sales revea.l3 that the Depart­
ment's practj.ce of evaluating tracts and rejecting bids 
does not achieve rational results. The overwhelming number 
of high bids rejected n the recent Mid-Atlantic Sale 
59 indicates this is the case. In Mid-Atlantic Sale 59, 
numerous experts evaluated the tracts and formulated bids or 
decided not to bid at all. Only some of those bids were high 
bids. The Department rejected *l*l.9$ of the high bids. It 
certainly does not make sense to assume, however, that the 
Department's geologists were correct *1*1.9$ of the time and 
the many more industry geologists were correct 55.1$ of the 
time. Certainly Marathon would not maintain that its evalua­
tions are correct *1*1.9$ of the time a d the entire rest of 
the industry 55.1$ of the ' ime.

Another example is the rejection of bids in South At­
lantic OCS Sale No. 56 ("South Atlantic Sale 56"). Marathon 
commented on this matter in a September 18, 1981 letter from 
R. R, Burke (Vice President of Production Exploration, U.S. 
and Canada) to Secretary of the Interior James Watt. In 
those comments Marathon pointed out the capricious and
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irrational results of Department evaluations and bid rejections. 
A cop: of the September 18, 1981 letter is attached hereto.

In South Atlantic Sale 56, the Department estimated the 
total value of the tracts receiving b i d s  at $216,026,666. The 
total sum of the high bids for those tracts was $363,829,953.80. 
Viewed as a whole, the Department received high bids for 
those tracts far in excess of its own evaluation. In spite 
of this, it singled out seven tracts (Nos. 022, 026, 027,
06U, 065, 096 and 097) and rejected the high bids for those 
tracts. Marathon was a high joint bidder on Tract No. 022.

Although the Department does take into account through 
its Average-Evaluation of Tract - criterion the average-of all 
the bids plus its evaluation in determining whether to reject 
a bid, in each case the Department's higher evaluation was 
the determinative factor with respect to the bid rejection..
In fact, the Department's Average Evaluation of Tract criterion 
insures that bid rejections will occur most frequently when 
the Department's evaluation is entirely out of line with all 
of industry. In short, the more unreasonable the Department's 
evaluation is when compared with industry, the more likely it 
is that the Department evaluation will cause rejection of a 
high bid.

Finally, Marathc l has reviewed 59 bid rejections in 
seven Gulf of Mexico sales held between June 23, 1977 and 
November 18, 1980.—  The review of bid rejections in these 
sales again illustrates that Department evaluations and bid 
rejections achieve no rational results. Between June, 1977 
and November, 1980, seven sales were conducted in the Gulf of 
Mexico -- Gulf of Mexico OCS Sale Nos. *17, *15, 51, 58, 58A, A62

5/ The Department admits at page 5695 of its Request 
for Comments that market value changes with time due 
to changes in geologic knowledge, including development 
of productive trends, improvement in geophysical data 
and interpretive tools and techniques, and nearby 
drilling, and changes in other relevant variables such 
as anticipated prices for oil and gas. To minimize 
distortion caused by these changes, Marathon chose 
these seven G u l f  of Mexico sales because these tracts 
were subject to (or to be subject to) the "new gas" 
pricing provisions of the Natural Gas Policy Act, many 
rejected tracts wore quickly reoffered, and the sales 
were located in offshore Louisiana and Texas, the most 
mature OCS area.
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and 62. Ninety-seven high bids were rejected during this 
time period. Fifty-nine of the tracts on which high bids 
were rejected were subsequently reoffered and leased.

The sum of the Mean Ranges of Value ("MROV") the Depart­
ment had assigned to each tract when a high bid for ix. was 
rejected equals $661,419,512 (the sum of 64 MROV 's since 
three tracts had high bids rejected twice and one tract three 
times). The sum of the MROV's the Department had assigned to 
each tract when a high bid for it was accepted equals only 
$181,027,610. It is obvious that the MROV's were too high at 
the time high bids for tracts were rejected and that the 
Department's input data was significantly altered when MROV's 
were estimated for the sales in which the tracts were leased.

The deficiencies inherent in tract evaluations are more 
vividly demonstrated when a comparison is made between 
individual MROV's at the time high bids for tracts were 
rejected and individual MROV's at the time the tracts were 
leased. This comparison shows the Department substantially 
lowered its MROV 52 times, while substantially raising the 
MROV only 4 times. This is tantamount to admitting that most 
MROV's at the time of rejection did not represent fair market 
value and had to be lowered after bids were rejected.

Marathon commends the Department's effort to adjust its 
evaluations more in line with the values arrived at on the
free market. Marathon wonders, however, why this is necessary
at all. Why not accept the value arrived at in the free 
market, competitive bidding system to begin with and avoid 
the cost, and more importantly the delays in exploration, 
caused by such a system.

D. Tract Evaluations and Bid Rejections Delay Exploration 
" and Development of the Nation's OCS Resources____________

Of the 59 bio rejections Marathon analyzed, 3 6  were
single bids arid 19 were on tracts that received two bids.
The Department's rejections of high bids for these tracts 
clearly delayed leasing and exploration of tracts where 
industry as a whole had no desire to explore. This is 
the one sure result of bid rejections and, of course, the 
most pernicious. If the high bid for a tract is rejected, 
that tract simply is not leased in that lease sale. It may 
never be leased if industry's interest is low and the one or 
two bidders who bid change their minds. In short, the tract 
is not explored as soon as it would have been, and maybe not 
at all.
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The Department's Request fcr Comments indicates the 
Department feels, as a general rule, that tract evaluations 
and bid rejections should focus on those tracts which 
receive fewer than three bids. Marathon fails to see the 
logic in such a system, however. First, the number of bids 
a tract receives does not indicate how many experts have 
evaluated the tract. The fact that only one .or two companies 
or bidding groups choose to bid means that the other experts 
estimate the relative value of the tract so low as to not 
warrant submission of a bid.

Second, Marathon feels that high bids for tracts on 
which only one or two bids are received are precisely the 
bids the Department should be eager to accept. If only one 
or two bidders want to explore the tract and the rest of 
industry is not interested enough to even submit a bid, 
certainly the Department should accept the high bid and 
let the one or two bidders who are interested explore the • 
lease and develop the oil and gas resources found, if 
a n y .

Bid rejections also delay exploration and development 
by impeding exploration and development of nearby tracts.
As pointed out at page eight of the attached September 18, 
1981 letter, the structure involved in South Atlantic 
Sale 56 will logically be explored jointly by contiguous 
lease owners. In that sale the Department rejected the high 
bid for Tract 022. The lessees of the contiguous tracts are 
now faced with the choice of deferring drilling until Tract 
022 is leased or conducting exploratory drilling which 
evaluates this tract, as well as their own, at no cost to the 
ultimate owner of Tract 022. If drilling is delayed, the end 
result will be slower and less efficient development of the 
nation's OCS oil and gas resources.

E . Marathon's Recommendation

As indicated above, Marathon believes that the Depart­
ment should abandon completely its practice of evaluating 
and rejecting bids. Marathon does not believe that any 
system devised by the Department is more likely to assure 
receipt of fair market value for OCS leases than reliance on 
a free market, competitive bidding leasing system.

The Department has 25 years of experience with OCS 
leasing. The government's own studies indicate there has 
been no collusion or strategic underbidding during these 25 
years. If the Department suspects collusion or systematic 
underbidding in future lease sales, it can monitor companies'
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bidding behavior and compare that to past behavior. If 
behavior has changed in a manner indicating collusion or 
systematic underbidding, the Department'could investigate and 
take necessary corrective action. History indicates there 
simply is no reason to assume collusion or systematic under­
bidding and continue a system which is wasteful and delays 
exploration and development of the n a t i o n’s OCS oil and gas 
r e s o u r c e s .

SPECIFIC COMMENTS

As indicated throughout these comments, Marathon 
strongly urges the Department to abandon completely its 
practice of evaluating tracts and rejecting high bids. 
Marathon has commented at length on this practice's serious 
deficiencies. Marathon does not feel that any amount of 
amendment or fine tuning of the system will improve it over 
the free market as a means for assuring receipt of fair 
market value. In addition, any system which results in 
rejections of nigh bids necessarily impedes expeditious 
exploration of the OCS. Marathon, therefore, cannot support 
any of the three options outlined in the Department's Request 
for Comments. Marathon's answers to the specific questions 
enunciated under each option, therefore, should not be 
interpreted as its support for any of the three options or 
any variations of them.

I . Option 1

1. As indicated throughout these comments, Maratnon 
believes the government should rely on the free market, 
competitive bidding system to assure receipt of fair market 
value. Marathon does not believe that any method of evalua­
tion and bid rejection can improve on the free market as an 
indicator of fair market value. Marathon, therefore, strong­
ly urges _.the„Department. to accept in the future all high bids 
on tracts without evaluation.

2. S a m e as a n s w e r to q u e s t i o n 1 .

3. S a m e as a n s w e r to q u e s t i o n 1 .

A . a . S a m e as a n s w e r to q u e s t i o n 1 .

A.b. S a m e as a n s w e r to q u e s t i o n 1 .

. c . S a m e as a n s w e r to q u e s t i o n 1 .

*1. d. S a m e as a n s w e r to q u e s t i o n 1 .
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12. M a r a t h o n  d o e s  n o t  u n d e r s t a n d  h o w  t h i s  r e s u l t s

in  a s u b s i d y .  T h e  b i d d e r  w h o s e  h i g h  b i d  f o r  h y p o t h e t i c a l  
T r a c t  A e x c e e d s  t h e  D e p a r t m e n t ' s  e v a l u a t i o n  is n o t  g i v i n g  
a n y t h i n g  to t h e  b i d d e r  w h o s e  h i g h  b i d  o n  a h y p o t h e t i c a l  

T r a c t  B is l o w e r  t h a n  t h e  D e p a r t m e n t ' s  e v a l u a t i o n .  T h e  
f a c t  t h a t  t h e  h i g h  b i d d e r  o n  T r a c t  A l o s t  t h e  b i d d i n g  f o r  
T r a c t  B i n d i c a t e s  t h e  h i g h  b i d d e r  f o r  T r a c t  A d o e s  n o t  

f e e l  T r a c t  B is w o r t h  e v e n  w h a t  t h e  h i g h  b i d d e r  f o r  T r a c t  B 

is p a y i n g ,  m u c h  l e s s  t h e  D e p a r t m e n t ' s  e v a l u a t i o n  o f  T r a c t  B.

13. S a m e  a s  a n s w e r  t o  q u e s t i o n  1.

1H. M a r a t h o n  b e l i e v e s  t h e  D e p a r t m e n t  s h o u l d  a b a n d o n  
t h e  u s e . o f  e v a l u a t i o n s  a n d  b id  r e j e c t i o n s  c o m p l e t e l y  and 

a v o i d  a l t o g e t h e r  t h e  p r o b l e m  o f  t r y i n g  to d e f i n e  a s t r u c t u r e  
o r  prospect*. E a c h  e n t i t y  e v a l u a t i n g  an O C S  l e a s e  s a l e  p r e­

p a r e s  i t s  e v a l u a t i o n  o f  p r o s p e c t s  o r  s t r u c t u r e s  i n v o l v e d .
T h e s e  e v a l u a t i o n s  d e p e n d  o n  m a n y  v a r i a b l e s  a n d  s u b j e c t i v e  

j u d g m e n t s ,  i n c l u d i n g  s e i s m i c  d a t a  c o v e r a g e  a n d  g e o m e t r y ,  

a p p l i c a t i o n  o f  v a r i o u s  c o m p u t e r  p r o c e s s i n g  a n d  a n a l y t i c a l  

t e c h n i q u e s ,  a n d  r e s u l t i n g  i n t e r p r e t a t i o n s  u t i l i z i n g  s o u n d  
g e o l o g i c  p r i n c i p l e s .

In s o m e  c a s e s  t h e  b a s i c  i n t e r p r e t i v e  e l e m e n t  is s t r u c t u r e .  
B u t  b e c a u s e  o f  t h e  u n c e r t a i n  a n d  s u b j e c t i v e  n a t u r e  o f  g e o l o g i c  

e v a l u a t i o n s ,  n o  t w o  d e f i n i t i o n s  o f  t h e  s t r u c t u r e  w i l l  be t h e  

s a m e .  I f  t h e  D e p a r t m e n t ' s  d e f i n i t i o n  is d i f f e r e n t  f r o m  th e  
s u m  o f  i n d u s t r y ' s  d e f i n i t i o n s  ( a r r i v e d  at t h r o u g h  c o m p e t i t i v e  

b i d d i n g ) , a c o m p l e t e l y  i r r a t i o n a l  p a t t e r n  o f  b i d  r e j e c t i o n  
a n d  a c c e p t a n c e  c o u l d  a r i s e ,  as e v i d e n c e d  b y  t h e  r e s u l t s  in 
S o u t h  A t l a n t i c  S a l e  5 6 . —

M a r a t h o n  a l s o  d o e s  n o t  b e l i e v e  p r o s p e c t  c a n  b e  d e f i n e d  
w i t h  s u f f i c i e n t  c e r t a i n t y  f o r  u s e  in a s y s t e m  o f  e v a l u a t i o n  
a n d  bid r e j e c t i o n s .  T h e r e  a r e  m a n y  c r u c i a l  i n t e r p r e t i v e  
e l e m e n t s  t h a t  c a u s e  no t w o  d e f i n i t i o n s  o f  a p r o s p e c t  t o  b o  

t h e  s a m e .  T h e s e  i n c l u d e ,  b u t  a r e  n o t  l i m i t e d  to, t h e  e x­
i s t e n c e ,  l o c a t i o n  a n d  e x t e n t  o f  f a u l t s ,  g e o l o g i c a l  p e r­
c e p t i o n s  o f  c h a n g e s  in p o t e n t i a l  r e s e r v o i r  rock , g e o p h y s i c a l

M a r a t h o n  c o m m e n t e d  o n  t he  b i d  r e j e c t i o n s  in S o u t h  

A t l a n t i c  S a l e  56 in i ts  l e t t e r  r e g a r d i n g  " R e j e c t i o n s  
o f  B i d s  in R e c e n t  S o u t h  A t l a n t i c  O C S  S a l e  No. 5 6"  
( S e p t e m b e r  1 8 , 1 98 1) , a c o p y  o f  w h i c h  is a t t a c h e d  
h e r e t o .
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4. e .  S a m e  as a n s w e r  to q u e s t i o n  1.

4.f.  As i n d i c a t e d  at p a g e s  11 a n d  12 o f  t h e s e  c o m m e n t s ,  

M a r a t h o n  b e l i e v e s  t h a t  e v a l u a t i o n s  a n d  b i d  r e j e c t i o n s  e f f e c t  
t h e  m o s t  p e r n i c i o u s  r e s u l t s  w h e n  t h e y  p r e v e n t  o r  d e l a y  
l e a s i n g  a n d  e x p l o r a t i o n  o f  t h o s e  t r a c t s  i n  w h i c h  i n d u s t r y  as 

a w h o l e  h a s  no i n t e r e s t .  M a r a t h o n  b e l i e v e s  it is in t h e  
n a t i o n ' s  b e s t  i n t e r e s t  to a c c e p t  h i g h  b i d s  fo r  t h e s e  t r a c t s  
a n d  le t t h a t  o n e  b i d d e r  e x p l o r e  t h e  l e a s e  t h a t  no  o n e  e l s e ,  

o r  p e r h a p s  o n l y  o n e  o t h e r  b i d d e r ,  w a n t s  to e x p l o r e .  M a r a t h o n  
b e l i e v e s  a n y  e v a l u a t i o n  a nd  b i d  r e j e c t i o n  s y s t e m  w h i c h  

f o c u s e s  o n  t r a c t s  r e c e i v i n g  f e w e r  b i d s  c o n t r a d i c t s  t h i s  
i n t e r e s t .  As a p r a c t i c a l  m a t t e r ,  it a p p e a r s  t h a t  t h e  D e p a r t ­

m e n t  f r e q u e n t l y  j u s t  lowers' i t s  bid, r e o f f e r s  t h e  t r a c t ,  an d  

a c c e p t s  a l a t e r  b i d  in t h e  r e o f f e r i n g  s a l e ,  i f  a n y o n e  is 
s t i l l  i n t e r e s t e d  e n o u g h  to bid. In m a n y  c a s e s ,  t h e r e f o r e ,  
n o t h i n g ,  o t h e r  t h a n  d e l a y ,  is a c c o m p l i s h e d .

*J.g. S a m e  as a n s w e r  to q u e s t i o n  1.

5. S a m e  as a n s w e r  to q u e s t i o n  1.

6. T h e  g o v e r n m e n t ' s  o w n  s t u d i e s  o f  25 y e a r s  o f  O C S  
l e a s i n g  i n d i c a t e  t h e r e  h a s  b e e n  a d e q u a t e  c o m p e t i t i o n  f o r  O C S  

l e a s e s .  In a d d i t i o n ,  t h e  f a c t  t h a t  o n l y  o n e  o r  t w o  b i d d e r s  

b i d  o n  a t r a c t  d o e s  n o t  m e a n  t h a t  m a n y  o t h e r  e x p e r t s  h a v e  no t  
e v a l u a t e d  it. T h e  o t h e r  e x p e r t s ,  h o w e v e r ,  p e r c e i v e  th e  
r e l a t i v e  v a l u e  o f  t h e  t r a c t  as t o o  l o w  to w a r r a n t  s u b­
m i s s i o n  o f  a bid. T h e r e  s i m p l y  is no r e a s o n  t o  a s s u m e ,  

t h e r e f o r e ,  t h a t  a l o w  n u m b e r  o f  b i d s  r e p r e s e n t s  i n a d e q u a t e  
c o m p e t i t i o n .

7. If o n l y  o n e  c o m p a n y  o r  b i d d i n g  g r o u p  p a r t i c i p a t e s  
i n  a s a l e ,  t h a t  m e a n s  t h e  o t h e r  p o t e n t i a l  b i d d e r s  v a l u e  
t h e  e n t i r e  a r e a  so l o w  as to n o t  w a r r a n t  s u b m i s s i o n  o f  e v e n  
t h e  m i n i m u m  bid. T h e  g o v e r n m e n t  c a n  a c c e p t  t h a t  c o m p a n y ' s  

o r  b i d d i n g  g r o u p ' s  b i d  a n d  g et  t h e  a r e a  e x p l o r e d .  O r  t h e  
g o v e r n m e n t  c a n  r e j e c t  t h e  bid a n d  d e l a y  o r  p r e v e n t  e x p l o r a t i o n  

o f  t h e  e n t i r e  a r e a .  M a r a t h o n  b e l i e v e s  t h e  g o v e r n m e n t  s h o u l d  
a c c e p t  t h e  b i d s ,  l e a s e  t h e  t r a c t s ,  a n d  f u r t h e r  e x p e d i t i o u s  
e x p l o r a t i o n  o f  t h e  a r e a .

8. S a m e  as a n s w e r  to q u e s t i o n  1.

9. S a m e  as a n s w e r  to q u e s t i o n  1.

10. S a m e  as a n s w e r  to q u e s t i o n  1.

11. S a m e  a s  a n s w e r  to q u e s t i o n  1.
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i n t e r p r e t a t i o n s  o f  v e l o c i t y  s u r v e y s  w h i c h  i n d i c a t e  c h a n g e s  in 
r e s e r v o i r  r o c k  o r  in t h e  f l u i d s  c o n t a i n e d  t h e r e i n ,  a n d  

g e o l o g i c a l  i n t e r p r e t a t i o n s  o f  t h i s  d a t a  a s  it r e l a t e s  to 
r e s e r v o i r  c h a r a c t e r i s t i c s  s u c h  a s  d e p o s i t i o n a l  f a c i e s  a n d / o r  
o n l a p - o f f l a p  o f  p o t e n t i a l  r e s e r v o i r  b e d s .

In a d d i t i o n ,  e v e n  i f t h e  D e p a r t m e n t ' s  d e f i n i t i o n  o f  

a s t r u c t u r e  or p r o s p e c t  e s s e n t i a l l y  c o i n c i d e s  w i t h  t h e  
o n e  i n d u s t r y  a r r i v e s  at  t h r o u g h  c o m p e t i t i v e  b i d d i n g ,  t h e  
D e p a r t m e n t ' s  e s t i m a t e  o f  t h e  s t r u c t u r e  s o r  p r o s p e c t ' s  
v a l u e  c o u l d  be o u t  o f  s t e p  w i t h  i n d u s t r y ' s .  I f  t h a t  is t h e  

c a s e ,  a l l  b i d s  m i g h t  be r e j e c t e d  a n d  t h e  e n t i r e  s t r u c t u r e  
u n l e a s e d  a n d  u n e x p l o r e d .

- - - F o r  e x a m p l e ,  in M i d - A t l a n t i c  S a l e  59, th e D e p a r t m e n t  
o b v i o u s l y  p l a c e d  a h i g h e r  v a l u e  o n  t h e  n o r t h e r n  p o r t i o n  o f  
t h e  s a l e  t h a n  d i d  i n d u s t r y .  E v e n  t h o u g h  i n d u s t r y ' s  a n d  t h e  

D e p a r t m e n t ' s  d e f i n i t i o n  o f  t h e  " s t r u c t u r e "  or " p r o s p e c t "  
i n v o l v e d  m a y  h a v e  c o i n c i d e d ,  m o s t  o f  t h e  b i d s  f o r  t h e  n o r t h e r n  
t r a c t s  w e r e  r e j e c t e d .  U n l e s s  o n e  a s s u m e s  t h a t  a l l  o f  i n d u s t r y  

w a s  w r o n g  and t h e  D e p a r t m e n t  r i g h t ,  t h e  r e s u l t i n g  bid r e j e c­
t i o n s  s i m p l y  do n o t  m a k e  s e n s e .  M a r a t h o n  f e a r s  s u c h  r e s u l t s  

c o u l d  b e c o m e  c o m m o n  i f  t h e  D e p a r t m e n t  e m p l o y s  a " s t r u c t u r e "  
o r  " p r o s p e c t "  e v a l u a t i o n  a p p r o a c h .

I I . O p t i o n  II

A. G e n e r a l  C o m m e n t s

At p a g e s  5,69*1 - 5,695 o f  t he  R e q u e s t  for C o m m e n t s ,  
t h e  D e p a r t m e n t  s u g g e s t s  t h a t  t h e  t r a c t  e v a l u a t i o n  an d  bi d  

r e j e c t i o n  s y s t e m  h a s  b e e n  c o n s i d e r e d  i m p o r t a n t  a s  an a d­

d i t i o n a l  d e t e r r e n t  to d i s c o u r a g e  u n d e r b i d d i n g  " o n  d r a i n a g e ,  
p r o v e n ,  o r  d e v e l o p m e n t  t r a c t s  o n  w h i c h  o n e  b i d d e r  h a s  p o t e n­
t i a l l y  s u p e r i o r  i n f o r m a t i o n . "  O p t i o n  II s e e k s  t o  p r o v i d e  t h i s  
a s s u r a n c e  by s u b j e c t i n g  s t r u c t u r e s  c o n t a i n i n g  d r a i n a g e ,  

p r o v e n ,  o r  d e v e l o p m e n t  t r a c t s  to e v a l u a t i o n s .  U n f o r t u n a t e l y ,  
h o w e v e r ,  t h i s  a s s u m e s  t h a t  o t h e r  b i d d e r s '  l a c k  o f  i n f o r m a t i o n  
n e c e s s a r i l y  w i l l  c a u s e  t h e m  to b id  l o w e r  t h a n  a b i d d e r  
p o s s e s s i n g  s u p e r i o r  i n f o r m a t i o n  a b o u t  a t r a c t .  T h i s  is no t  
n e c e s s a r i l y  the c as e ,  h o w e v e r .

F o r  e x a m p l e ,  W e s t  D e l t a  B l o c k  7 8  in t h e  G u l f  o f  M e x i c o  

o f f s e t s  o n e  o f  M a r a t h o n ' s  p r i m e  p r o d u c i n g  p r o p e r t i e s ,  w h e r e  

M a r a t h o n  p o s s e s s e s  a w e a l t h  o f  d a t a  f r o m  w e l l s  d r i l l e d  f r o m  
f o u r  p l a t f o r m s  a n d  c o n s i d e r a b l e  s e i s m i c  wo rk.  M a r a t h o n  h a s  
i n t e r p r e t e d  t h i s  d a t a  a n d  c o n s i s t e n t l y  d e t e r m i n e d  t h a t  W e s t  

D e l t a  B l o c k  70 h a s  no v a l u e  to M a r a t h o n .  O t h e r  c o m p a n i e s
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P a g e  S e v e n t e e n

n o n e t h e l e s s  h a v e  
e v i d e n c e d  b y  t h e

b e e n  w i l l i n g  to b i d  on t h e  t r a c t ,  a s  
f o l l o w i n g  b i d d i n g  h i s t o r y :

D a t e S a l e  B i d  A m o u n t  S o l e  B i d d e r

7 / 3 1 / 7 9
9 / 3 0 / 8 0

. 7 / 21 / 81

5 8  $ 1 5 5 , 1 8 7  0 X 0 C 0
A 6 2  5 1 7 , 5 0 0  P a r a g o n  P e t .
A 6 6  6 0 8 , 0 0 0  P a r a g o n  P e t .  &

P a c i f i c  Res . Inc.

M M S  E v a l u a t i o n

$ 3 , 2 4 9 , 6 2 5  
6 , 3 8 8 , 4 9 5  

1 , 6 8 0 , 0 6 7

T h i s  s h o w s  t w o  t h i n g s .  F i r s t ,  t h e  D e p a r t m e n t  h a s  

r e f u s e d  to a c c e p t  b i d s  f o r  a t r a c t  w h i c h  M a r a t h o n  b e l i e v e s  i s  
w o r t h l e s s .  S e c o n d ,  it s h o w s  w h y  a c o m p a n y  p o s s e s s i n g  s u p e r i o r  
i n f o r m a t i o n  a b o u t  a t r a c t  s i m p l y  c a n n o t  a s s u m e  o t h e r s  w i l l  
b i d  l o w e r  t h a n  it a n d  r i s k  l o s i n g  t h e  t r a c t  b y  b i d d i n g  l o w e r  
t h a n  it b e l i e v e s  t h e  t r a c t  is w o r t h .

In e a c h  l e a s e  s a l e ,  o n l y  o n e  b i d d e r  e x p r e s s e d  an i n­
t e r e s t  in l e a s i n g  a n d  e x p l o r i n g  a t r a c t  M a r a t h o n  b e l i e v e s  is 
w o r t h l e s s .  M a r a t h o n ,  t h e  D e p a r t m e n t ,  a n d  t h e  b i d d e r s  c a n n o t  

b e  c e r t a i n  o f  t h e i r  e s t i m a t e s  o f  W e s t  D e l t a  B l o c k  7 8 ' s  v a l u e .  
T h e  o n l y  w a y  to  f i n d  o u t  is to e x p l o r e  t h e  b l o c k .  H a d  t h e  

D e p a r t m e n t  a l l o w e d  t h e  f r e e  m a r k e t  to o p e r a t e ,  W e s t  D e l t a  
B l o c k  7 8  m a y  h a v e  b e e n  e x p l o r e d  a l r e a d y .  H o w e v e r ,  b e c a u s e  o f  

t h e  D e p a r t m e n t ' s  b i d  r e j e c t i o n s ,  W e s t  D e l t a  B l o c k  7 8  r e m a i n s  
u n l e a s e d  a n d  u n e x p l o r e d  in r e c e n t  y e a r s .

In t h i s  s a m e  a r e a ,  M a r a t h o n  a n d  i t s  c o - v e n t u r e r s  h a v e  

a l o n g  h i s t o r y  o f  b i d d i n g  f or  d r a i n a g e  t r a c t s ,  a s  s h o w n  by 
t h e  f o l l o w i n g  t a b l e :

M a r a t h o n S e c o n d - D e p a r t m e n t
D a t e B l o c k  # B i d H i g h  B i d E v a l u a t i o n

3 / 6 6 5 7 / 7 9 / 8 0  ( p o r . ) $ 1 9 , 1 0 1 $ 1 7 , 7 5 8 U n p u b l i s h e d
1 1 / 6 8 7 9 / 8 0  (p o r . ) 9 4 . 1 9 0 7 1 . 7 0 6 U n p u b l i s h e d
7 / 7 0 80 (p o r .) 1 5 . 3 7 7 6 . 0 6 2 U n p u b l i s h e d

1 1 /7 1 80 (p o r .) 2 . 2 0 0 — U n p u b l i s h e d
1 0 / 7 4 86 (N/2) 2 0 . 6 6 6 6 . 4 0 0 4 . 9 6 5
1 1 / 7 9 86 (S/2) 3 9 . 6 5 6 2 2 . 2 1 5 2 9 . 3 0 9
1 0 / 8 1 85 (p or .) 3 0 . 9 1 7 — 3 3 . 0 5 3

It is a p p a r e n t  t h e  g o v e r n m e n t  h a s  r e c e i v e d  f a i r  m a r k e t  

v a l u e  f r o m  M a r a t h o n ' s  a n d  its c o - v e n t u r e r s ' b i ds . N o n e t h e ­

l e s s ,  u n d e r  t h e  D e p a r t m e n t ' s  s y s t e m  o f  t r a c t  e v a l u a t i o n s  a n d  
b i d  r e j e c t i o n s ,  t h e  h i g h  b i d  for t h e  F e d e r a l  p o r t i o n  o f  B l o c k  

8 5  w o u l d  h a v e  b e e n  r e j e c t e d  if t h e  M a r a t h o n  b i d  h a d  b e e n  

2 . 2 0 %  l o w e r  or if  th e  D e p a r t m e n t ' s  D i s c o u n t e d  R a n g e  o f  V a l u e s
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( " D R O V " )  h a d  b e e n  2 . 3 5 $  hi g h e r . - - C o n s i d e r i n g  t h e  i n e x a c t  
n a t u r e  o f  g e o l o g i c a l  e v a l u a t i o n s ,  s u c h  f i n e  t u n i n g  s i m p l y  
s e r v e s  n o  u s e f u l  p u r p o s e .  M a r a t h o n  r e a d i l y  a d m i t s  t h at , in 
s p i t e  o f  i t s  k n o w l e d g e  o f  t h e  a r e a ,  i t s  e v a l u a t i o n  is n o t  
e v e n  c l o s e  to a 2 . 2 9 $  a c c u r a c y .

B. S p e c i f i c  Q u e s t i o n s

1.a. S a m e  as  a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1. .

1.b. S a m e  as  a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

1.c. S a m e  a s a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

1.d. A g a i n ,  M a r a t h o n  u r g e s  t h e  D e p a r t m e n t  to  d e t e r  a n d

m o n i t o r  c o l l u s i o n  a n d  s y s t e m a t i c  u n d e r b i d d i n g  by c o m p a r i n g  
c u r r e n t  b i d d i n g  b e h a v i o r  to t h e  b i d d i n g  b e h a v i o r  o f  t he  l a s t  

25 y e a r s .  I f  a c o m p a n y ' s  b i d d i n g  b e h a v i o r  c h a n g e s  in a 
s u s p i c i o u s  m a n n e r ,  t h e  D e p a r t m e n t  c a n  i n v e s t i g a t e  to d e t e r ­
m i n e  t h e  c a u s e  o f  t h e  c h a n g e  a n d  t a k e  a p p r o p r i a t e  m e a s u r e s .

2. S a m e  a s a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

3. S a m e  a s a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

*1. S a m e  a s a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

5. S a m e  a s a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

6. If o n l y  o n e  c o m p a n y  o r  b i d d i n g  g r o u p  b i d s  in a 

s a l e  or  o n a s t r u c t u r e  o r  p r o s p e c t ,  t h a t  m e a n s  t h a t  c o m p a n y  
o r  b i d d i n g  g r o u p  is t h e  o n l y  o n e  w i l l i n g  to i n v e s t  it s m o n e y  
in t h a t  sal e,  s t r u c t u r e ,  o r  p r o s p e c t .  T h e  D e p a r t m e n t  s h o u l d  

a c c e p t  t h o s e  b i d s  a n d  a l l o w  e x p l o r a t i o n  b y  t h e  o n e  c o m p a n y  or 
b i d d i n g  g r o u p  w i l l i n g  to e x p l o r e  t h e  l a n d s  o f f e r e d .

I l l . O p t i o n  3

1. S a m e  as  a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

2. S a m e  as  a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

T h e  D e p a r t m e n t ' s  M R O V  w a s  $ 3 3 , 0 5 3  m i l l i o n ,  it s D R O V  
w a s  $ 3 0 , 2 1 0  m i l l i o n ,  an d t h e  A E O T  w a s  $ 3 1 , 9 8 5  m i l l i o n .
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3. S a m e  as a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

4. H e r e  t h e  D e p a r t m e n t  a d m i t s  t h a t  bid r e j e c t i o n s  a r e
h a r m f u l  an d d e t e r  e x p e d i t i o u s  e x p l o r a t i o n  an d d e v e l o p m e n t  o f  

t h e  n a t i o n ’s O C S  o i l  a n d  g a s  r e s o u r c e s .  A g a i n ,  h o w e v e r ,  t h e  
D e p a r t m e n t  s u g g e s t s  f i n e  t u n i n g  a s y s t e m  w h i c h  M a r a t h o n  
b e l i e v e s  is i n h e r e n t l y  d e f i c i e n t .  M a r a t h o n  d o e s  n o t  b e l i e v e  

a n y  a m o u n t  o f  f i n e  t u n i n g  w i l l  m a k e  w h a t  it b e l i e v e s  is a bad
s y s t e m  g o o d .  M a r a t h o n ,  t h e r e f o r e ,  u r g e s  t h e  D e p a r t m e n t  to
a b a n d o n  c o m p l e t e l y  t h e  p r a c t i c e  o f  e v a l u a t i o n s  a n d  b i d  
r e j e c t i o n s .

I V . G e n e r a l  Q u e s t i o n s

1. S a m e  a s  a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

2. S a m e  a s  a n s w e r  to q u e s t i o n  1 u n d e r  O p t i o n  1.

3. M a r a t h o n  d o e s  n o t  b e l i e v e  a n y  a n a l y s i s  is c r e d i b l e  
e n o u g h  to w a r r a n t  o v e r r i d i n g  a d e c i s i o n  a r r i v e d  a t  t h r o u g h  a 
f r e e  m a r k e t ,  c o m p e t i t i v e  b i d d i n g  p r o c e r s .

4 . a. M a r a t h o n  w i l l  c o n t i n u e  to f o r m u l a t e  i t s  b i d d i n g  
s t r a t e g y  in a m a n n e r  d e s i g n e d  to w i n  t h e  b i d d i n g  an d a c q u i r e  

p r o p e r t i e s  at a v a l u e  w h i c h  p r o v i d e s  t h e  p o s s i b i l i t y  o f  a 
r e a s o n a b l e  r e t u r n  on i n v e s t m e n t .

4.b . S a m e  a s  a n s w e r  to q u e s t i o n  4 . a.

4.c. If t h e  g o v e r n m e n t  u s e s  i ts  m o n o p o l y  p o w e r  to 
e x t r a c t  m o r e  t h a n  f a i r  m a r k e t  v a l u e  f r o m  t h e  O C S  l a n d s  it 
l e a s e s ,  r e t u r n  o n  i n v e s t m e n t  w i l l  be t oo  l o w  t o  p r o v i d e  an 
a d e q u a t e  i n c e n t i v e  for O C S  e x p l o r a t i o n  a n d  d e v e l o p m e n t .  

E v e n t u a l l y ,  s o m e  c o m p a n i e s  w i l l  be f o r c e d  to i n v e s t  in o t h e r  
e n d e a v o r s  w h e r e  r e t u r n s  o n  i n v e s t m e n t  a r e  b e t t e r  a n d  c o m p e t i­
t i o n  f or  O C S  l e a s e s  w i l l  be r e d u c e d .

4.d. O f  c o u r s e ,  w h e n  t h e  D e p a r t m e n t  r e j e c t s  t he  h i g h  
b i d  for a t r a c t ,  e x p l o r a t i o n ,  d e v e l o p m e n t ,  a n d  p r o d u c t i o n  are 
d e l a y e d .  Al so, s a m e  as a n s w e r  to q u e s t i o n  4 . c .

4.e. S a m e  a s  a n s w e r  to q u e s t i o n  4 . d .

4.f. As e x p l o r a t i o n ,  d e v e l o p m e n t ,  a n d  p r o d u c t i o n  o f  th e  

n a t i o n ’s O C S  r e s o u r c e s  a r e  d e l a y e d ,  t h e  g o v e r n m e n t ' s  r e c e i p t  
o f  r e v e n u e s  f r o m  p r o d u c t i o n  a l s o  w i l l  be d e l a y e d .
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P a g e  T w e n t y

4.g. Each o p t i o n  still r e q u i re s  D e p a r t m e n t  e va l ua t i o n s  
w h i c h  du pl i ca t e in d us tr y  efforts in the free market, c o m p e t i­
tive  b i d d in g system, thus wa st ing g o v e r n m e n t  resources.

4.h. The g o v e r n m e n t ' s  own s t ud i es  have f ou nd  no evide nce 
o f  c o l l u s i v e  b i d d i ng  or s t r a t eg ic  u n d e r b i d d i n g  in 25 ye ar s
of O CS leasing history. The D e p a r t m e n t  can c o m p a r e  cu rr ent 
b i d d i n g  behav io r to past b e h a v i o r  to d e t e c t  and i n v e s t i g a t e  
s u s p i c i o u s  biddin g patterns. T h e r e  s i m pl y  i~ no reason to 
a s s u m e  the worst and employ a s yste m of  tra> e v a l u a t i o n s  and 
bid re je c t i o n s  which p ro vides no lo gical re su lt s and deters 
e x p l o r a t i o n  and d e ve lo p m e n t  of the n a t io n 's  O CS  resources.

5. Bidders must take into a c c ou n t c o n t i n g e n c y  pa ym e nt s  
c uch time they .e v a l u at e  O CS  la nd s and f o rmula te  bids for 
t h j s e  lands. If the D e p a r t m e n t  relys on the free market, 
c o m p e t i t i v e  bidding s y st e m to d e t e r m i n e  the v al u e of OCS 
lands, c o n t i n g e n c y  pay m e nt s will be tak en  into ac count 
automa t ic a ll y .

6. Mi n im u m bids s h ou ld  be kept low so this th r es ho l d 
a m o u n t  does not prevent e x p l o r a t i o n  of  OCS l a nd s with m a r gi n al  
p ot e n t i a l  for oil and gas.

C O N C L U S I O N

Again, M a r a th o n feels the o v e r w h e l m i n g  n umber of bid 
r e j e c t i o n s  in M i d - A t l a n t i c  Sale 59 and G u l f  of M e x i c o  Sa l e 
67 is eviden ce  of a s y s t em  which has go tten out of  hand. 
M a r a t h o n  w el co mes the D e p a r t m e n t ' s  inquiry into e v a l u a t i o n  
and bid re jection p r oc e du r es  and the o p p o r t u n i t y  to submit 
co mm en ts. Ma r a th on  cannot, however, su pp or t  any o f  the three 
o p t i o n s  su ggested in the D e p a r t m e n t ' s  Request for Comments.

M aratho n be l ie ve s  that tract e v a l u a t i o n s  and bid re­
jecti o n s  are not requ ired by law, that they are unnecessary, 
wa st eful, and unfair, that they a c h i e v e  no rati on al results, 
and that they delay e xp lo r a t i o n  ana d e v e l o p m e n t  of the 
n a t i o n ' s  OCS oil and gas resources. M a r at h on  does  not 
b e l i e v e  that any amount of fine tuning or a m en d me nt  can 
e l i m i n a t e  the serious d e f i c i e n c i e s  in he r en t  in any system of 
e v a l u a t i o n s  and bid rejections.

The fundamental problem with r e j e c t i n g  bids be cau se of 
e v a l u a t i o n s  by the Depr 'tme.it is that this simply ignores the 
fair mark e t value arrived -it thro ug h the c o m p e t i t i v e  bid di n g 
process. The only true as se s sm e nt  of fair market value of a 
p a rt i cu l ar  OCS tract is the value given it by exp er t oil and 
g as  e x p l o r a t i o n i s t s  forced to place a value on it in a free
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m a r k e t ,  c o m p e t i t i v e  b i d d i n g  s i t u a t i o n  a f t e r  e v a l u a t i o n  o f  th e  
t r a c t .  In s u c h  a n  e n v i r o n m e n t ,  t h e r e  is s i m p l y  n o  r e a s o n  
w h a t s o e v e r  for e v a l u a t i o n s  o r  r e j e c t i o n s  o f  b i ds .

M a r a t h o n  b e l i e v e s  t h e r e  is n o  b e t t e r  w a y  t o  a s s u r e  

r e c e i p t  o f  f a i r  m a r k e t  v a l u e  f o r  O C S  l a n d s  t h a n  t h r o u g h  a 
f r e e  m a r k e t ,  c o m p e t i t i v e  b i d d i n g  l e a s i n g  s y s t e m  w i t h o u t  
D e p a r t m e n t  e v a l u a t i o n s  a n d  bio / e j e c t i o n s .  A l s o ,  e l i m i n a t i n g  
D e p a r t m e n t  e v a l u a t i o n s  a n d  b i d  r e j e c t i o n s  w i l l  f u r t h e r  

t h e  g o a l  o f  e x p e d i t i o u s  e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  t h e  

n a t i o n ' s  O C S  o i l  a n d  g a s  r e s o u r c e s  by e l i m i n a t i n g  t h e  d e l a y s  
c a u s e d  b y  b i d  r e j e c t i o n s .  M a r a t h o n ,  t h e r e f o r e ,  s t r o n g l y  

u r g e s  t h e  D e p a r t m e n t  to a b a n d o n  c o m p l e t e l y  it s p r a c t i c e  o f  
e v a l u a t i n g  O C S  l a n d s  a n d  r e j e c t i n g  l e g i t i m a t e  h i g h  b i d s .  
I n s t e a d ,  M a r a t h o n - u r g e s  t h e  D e p a r t m e n t  to a c c e p t  a l l  
l e g i t i m a t e  h i g h  b i d s  in f u t u r e  O C S  l e a s e  s a l e s .

V e r y  t r u l y  y o u r s ,

R. R. B u t k c
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X. Overview of the State Leasing Process

The planning and execution of an oil and gas lease sale is a lengthy 

process, beginning before the sale area is included in the State's proposed 
five-year leasing program. It involves a number of state agencies, with the 
Department of Natural Resources as the lead agency. It also involves the 
public and local communities. The process described here is an idealized 
version and one the Department hopes to follow for future sales. Given the 

time constraints in this process, those sales scheduled for late 1983 will be 
the first ones to have fully undergone these steps.

Aside from certain legal noticing requirements, there are important 

reasons why a process as lengthy as this one is necessary. The early 
announcement of a potential sale encourages the early mobilization of public 
and private resources for the purpose of gathering information 
(geologic/geophysical, environmental, socioeconomic) relevant to the proposed 

sale area..

Certain aspects of the process require added emphasis. Approximately 30 
months before a proposed sale date, the [apartment of Natural Resources begins 
to acquire regional geophysical/geological data. This information is used in 

• conjunction with industry nominations and public comments to define a specific 
sale area. This reduces the proposed sale area u.o a smaller, more compact 

size and permits public and private agencies to more accurately focus their 
sale-recated evaluations. In the past, industry nominations have largely 

determined the tract selections for a given sale.

As the information gathering process continues, the Department gathers 

additional geophysical/geological data, including information about 
geohazards. This information permits the Department to roughly assess the 
hydrocarbon potential of the sale area. These rough approximations provide 
other state and local agencies with information important to their assessments 

of potential sale related socioeconomic and environmental impacts.

The Department's evaluation process gradually moves from region to basin 

to a tract specific analysis. These refinements permit the assessment of 
potential trade offs associated with tract deletions that may be suggested for 
reasons of environmental concern. Without tract specific information, the 

Department may unknowingly delete high potential tract? .

AS 38.0fi.180 requires that the Department conduct j thorough presale 

analysis prior to each prrposed sale. This analysis is used to select a 
bidding system and lease terms tailored to a specific area and designed to 
yield the State a maximal return on its hydrocarbon resources. For the 

analysis to be valid, an intensive interpretation of geophysical/geological, 

engineering and e, nomic data is necessary.

With this overview in mind, the steps in the process are set out below. 

(For "exempt" sales— those excepted from the five-year program requirement by 
AS 38.05.180(d) or (w)— most of these same steps are fallowed, but they are 
compressed into a much shorter period of time.)

1. Approximately 26 to 61 months^before a sale is proposed to take 

place: Department of Natural Resources chooses new areas to add to 
the leasing program or revises the schedule, based on its assessment 
of oil and gas potential, industry interest, and informal state

-34-
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agency review. DNR then invites the public to comment on the 
proposed additions and revisions. The State's Agency Advisory 
Committee on Leasing (AACL) and officials of potentially affected 
communities located near proposed sale areas also review the proposed 
additions and revisions.

2. 24 to 59 months before the proposed sale date: The Five-Year Leasing
Program is presented to the Alaska Legislature.

3. 22 to 32 months before the proposed sale date: DNR issues a formal
Call for ruminations or Comments to the oil industry, State and
federal agencies, and the public for a general sale area shown in the 
Five-Year Leasing Program. At the same time, DNR begins a search for 
available seismic data and starts compiling surface and subsurface 
geologic data on the nomination area.

4. 23 months: DNR analyzes the nominations or comments submitted by the
oil industry, interest groups, other agencies, and the public. On 
the basis nf this information, the nomination/comment area is scaled 
down to the "proposed sale area."

5. 21 months: The availability of the new proposed sale area maps is
advertised. The map is sent to potentially affected communities to 
use in planning for the proposed sale. Other State agencies, 
including members of the AACL, are also invited to review the 
proposed sale area boundaries. After making its final selection of 
geophysical data, DNR begins contracting to puchase and process the 
data over the next seven months. Meanwhile, DNR starts interpreting 
the geologic data that has been gathered on the proposed sale area 
and schedules field work to fill in any identified gaps.

6. 15 months: State members of the AACL begin researching and 
summarizing the data they will contribute to the Social, Economic and 
Environmental Analysis (SEEA) that is pi. pared for major sales 
pursuant to Administrative Order No. 52. A member of a potentially 
affected community is t minted as ex-officio member of the AACL.

7. 12 months: The Department completes its preliminary geologic 
analysis of the proposed sale area and provides the economic and 
engineering units with estimates of ranged reservoir parameters.

8. 10 to 11 months: The draft SEEA is made available to the public and
comments are solicited.

9. 9 to 10 months: Public meetings are held on the draft SEEA and
additional comments are received.

10. 8 to 9 months: Public review period for draft SEEA ends.

11. 8 months: DNR initiates land status research to determine leasable
acreage. Once engineering data are gathered, an economic analysis of 
a proposed lease sale is ueyun.

12. 6 months: Geologic analysis, including the identification of
potential geohazards, is completeo. DNR begins a preliminary 

assessment of bidding methods to be used in the proposed sale.

-35-
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13. 5 to 6 months: The draft SEEA is revised as a result of public and
agency review. Meanwhile, based on a combination of the information 
contained in the SEEA, agency comments made directly to DNR, and 
geological and geophysical information, the proposed sale area 
boundaries undergo their final revision. A preliminary tract map of 
the revised sale area is prepared.

14. 3 to 4 months: Final version of the SEEA is printed and distributed.

15. 4 months: A preliminary finding that sets out the issues and facts
regarding the proposed sale is made by DNR and is distributed to the 
public for comment. At the same time, advertisements are published 
in the proposed sale area stating that the preliminary finding on the 
proposed sale is available and public response is invited.

16. 3 months: Comments are received from the general public and from
communities within the proposed sale area. Final decisions on the 
sale, tracts to be included, and the mitigating measures that will be 
enforced on the leases are made on the basis of these comments and 
thosr df other State agencies. A final tract map is prepared. A 
coastal management consistency determination is prepared and the 
final decision pursuant to AS 38.05.035(a)(14) is written.

17. 2 months: Based on geoDhysical information, DNR prepares a final
prospect map (confidential) of the proposed sale area, completes the 
required pre-sale economic analysis and selects a bijding method to 
be used for the specific sale.

18. 2 months: Public notice of the final sale terms is initiated, with a
copy of the notice sent to affected communities and to all parties on 
the DNR oil and gas mailing list.

19. 1 month: A final land status check and identification of third-party
interests are carrind out.

2D. Day zero: The lease sale is held on its scheduled date.

7:1. Within a week after the lease sale, the apparent high bids are
analyzed, and the Commissioner of DNR decides whether to accept the 
high bids. The winning bidders are notified.

-36-
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Introduction
In 19GB, j  wildcat rig drilling on Alaska's North S lope struck 
the vast petroleum  reserve now known as Prudhoe Bay. Esti­
mated to contain 9 .6  b illion  barrels o f crude oil and over 26 
trillion cubic feet o f saleable natural gas. Prudhoe Bay consti­
tutes the largest o f the United States’ reserves. The Trans 
Alaska Pipeline System is currently transporting over one 
m illion barrels o f Prudhoe Bay crude oil daily to southern 
Alaska for shipment to ports in the United States. Part o f 
the natural gas in this reserve is in solution with the oil and 
pan o f i' is in a free gas cap above the oil reservoir. Thus, as 
the oil is ’ xtractod. some natural gas is also removed. Until 
this gas can be .T.orKeted it will be reinjected into the reserve 
for future use. The Alaska Natural Gas Transportation System 
will provide a means to tranrport this vast quantity o f natural 
gas to consumers in the Lower 4 0  States. The initial daily 
output will be equivalent to about 4 5 0 ,0 0 0  barrels o f oil.

The Project
The aska Natural Gas Transportation System will be an
ove< id pipeline o f varying diameters designed to carry about 
2 4 ill ion cubic feet o f natural gas daily from  Prudhoe Bay. 
Ala .a. to homes and industries in the lowor 4 8  states. At a 
cosv af over S 20  b illion it w ill be the largest privately-financed 
construction project ever undertaken anywhere. It w ill supply 
al jt  five percent o f our Nation's gas noeds fo r the 25-year 
lile  o f the project, based on current use rates.

The entire project stretches 4 ,8 0 0  miles from  Prudhoe Boy. 
on the northorn coast o f Alaska, along the routo o f the Trans 
Alaska Oil Pipeline to Delta Junction , south o f F-irbanks. 
There tho gas line turns southeast and continues south into 
Canada, generally fo llow ing the Alnskon-Canadian highway. 
Just north o f Calgary it splits into two legs—tho West Log 
going to Antioch, Californ io and tho Ei it Leg almost to 
Cmcago. Construction is scheduled to s art in 1981 on tho 
two lower Legs. Tho last portion to be bu ilt, tho Alaskan 
segment, is now scheduled fo r completion in 1985.
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Legislative H istory
The U.S. Congress enacted the Alaska Natural Gas Transpor­

tation Act on October 22 , 1976 , setting out a series ot innova­
tive procedures to expedite the selection, approval and con­
struction o f a natural gas pipeline system to bring Alaskan gas 
to lower 48  markets. A fter receiving a recommendation from  
the U .S. Federal Power Commission (now the Federal Energy 
Regulatory Commission), the President in September 1977 
selected a route and applicant. Congress in November o f that 
year approved the President's selection.

O ffice o f the Federal Inspector
The O ffice o f the Federal Inspector is a small but unique, 

independent entity created by Congress and tha President 
specifically to expedite and oversee construction o f the Alaska 
Natural Gas Transportation System. Congress in its 1976 legis­
lation clearing the way fo r the project included the requirement 
that a single individual, to be called the Federal Inspector, be 
appointed to bo responsible fo r assuring that the project is 
built as timely as possible, w ithout excessive cost overruns, 
and with minimal harm to tho environment. It included that 
requirement because tho undertaking is itself unique in size 
and in importance to the Nation's energy future , and in 
light o f tho delays and largo cost overruns that have in tho 
past plagued largo construction projocts, such as the Trans- 
Alaskan Oil Pipolino.

Tho exact duties o f tho Fodoral Inspector woro not defined 
until Reorganization Plon No. 1 was signod by the Prosidont 
on June 11, 1979 . Tho concepts o f that Plan woro sot out in 
Exocutivo Order No. 12142 , signod by tho Prosidont on Juno 
21. Those throo Prosidontial documents combined to implomont 
tho intont o f Congress ombodiod in tho ANGTA o f establishing 
tho O ffice o f tho Fedorol Inspector, which o ffic ia lly  como into 
boing Ju ly 1, 1979.

O .F .I. Responsibilities
Tho Fodoral Inspector is an indopondont entity within the 
oxocutivo branch, ostoblishod to ovorsoo all construction und 
initial operation o f tho U.S. portions o f tho pipolino. Ho will 
coordinoto and schadulo actions o f tho aight Fodoral agoncios 
which must approvo somo nspoct o f tho pro ject; monitor con­
struction; and onforco all cortificatos and conditions issued by 
iho agoncios. Ho w ill bo tho "ono w indow" fo r rocoipt o f ell 
data and pormit applications and fo r issuance o f all purrnits.

T ha A ly e ik a  o il p lp elin *  tra n s p o r ts  o il t ro m  P ru d h o e  B ay. 
A la ik o , t o  V a ld c r  B ilo w : T h a  A lo tka-C onad-an  h ig h w ay  u n d e r 
c o n s tru c t io n  b y  th s  U S  A rm y  in  1 9 4 2 .

Specifically, tho Fodoral Inspector will
1. coordinate the scheduling ond issuance o f all Federal pormiH 

and related activities to assure timoly end unifiod decisions.
2. m onitor activities to assure that cost contro l, calory, and 

environmental protection objoctivos are fu lfilled  whilo still 
mooting tho projoct completion schodulo;

3. koop tho Presidont and Conqross informed on project pro 
gross, including potontiol dolays or problems,

4. establish a jo in t survoillnnco and monitoring ogr Moment wtih 
tho Stato o f Alaska; and

5. onforco all Fodorol statutai which affoct tho projoct, assuring 
that tho builders ore complying with all conditions or stipula 
tlons ottochod to any Fodorol opprovol.

A lthough tho Fodorol Doportmonts o f Tronsporta llon , Energy, 
Interior, Agri'^ .iuro, Treasury, tho Environmental Protoction 
Agoney U.S. Army Corps o f Enginoors. and tho Chairmen ol 
tho Fodoral Enurgy Rngulutory Commission rotnin thoir aulhui 
Ity to issue nocossnry permits and cortificatos, tho Fodornl Inspoc 
tor must assure that tho agoncios moko thoso authorizations in 
timely fashion.
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Introduction
In 1968, a wildcat rig drilling on Alaska's North Slope struck 
the vast petroleum  reserve now known as Prudhoe Bay. Esti­
mated to contain 9 .6  billion barrels o f  crude oil and over 26  
trillion cubic feet o f saleable natural gas. Prudhoe Bay consti­
tutes the largest o f the United States' reserves. The Trans 
Alaska Pipeline System is currently transporting over one 
m illion barrels o f Prudhoe Bay crude oil daily to  southern 
Alaska fo r shipment to ports in the United States. Part o f 
the natural gas in this reserve is in solution with the oil and 
part o f it is in a free gas cap above the oil reservoir. Thus, as 
the oil is extracted, so.no natural gas is also removed. Until 
this gas can be marketed it w ill be reinjected into the reserve 
fo r future use. The Alaska Natural Gas Transportation System 
w ill provide a means to transport this vast quantity o f natural 
gas to consumers in the Lower 4 8  States. The initial daily 
output w ill be equivalent to about 4 6 0 ,0 0 0  barrels of o il.

The Project
The Alaska Natural Gas T ransn t. .ation System will be an 
overland pipeline o f va ry in j ^'er.ioter: designed to carry about 
2 .4 billion cubic feet o f natural gas daily from  Prudhoe Bay, 
Alaska, to homos and industries in the lower 4 8  states. At a 
cost o f over S 20  b illion  it w ill be the largest privately-financed 
construction project over undertaken anywhere. It will supply 
about five percent o f our Nation's gas needs fo r the i5 -yeor 
life  o l the project, based on current uso rates.

1 he entire project strotches 4 ,8 0 0  miles from  Prudhoe Bay, 
on tho northern coast o f A laska, along the route o f tho Trans 
Alaska Oil Pipeline to Delta Junction , sou'.n o f Fairbanks. 
There tho gas lino turns southeast and continues south into 
Car.„Jn, generally fo llow ing the Alaskan-Canadian highway. 
Just north o f Calgary it splits into two logs-tho West Log 
going to Antioch, Californ ia and tho East Leg almost to 
Chicago. Construction is scheduled to start in 1981 on tho 
two lower Legs. Tho last portion  to bo built, tho Alaskan 
sogm n t, is now schnduled fo r  completion in 1985 .

A map of (he : / - :
ALASKA NATURAL GAS 
TRANSPORTATION 
SYSTEM £*
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Cover. Sunm l at (he Arctic Circle Above : Itu  triad inow  covero il m ountains in August.

O ff ic e  o f  th e  F e d e ra l In sp e c to r

T h e  O f f ic e  o f  th e  Fe d e ra l In sp e c to r  is a sm a ll b u t u n iq u e , 

in d e p e n d e n t e n t it y  c re a te d  b y  C o n g re ss  an d  th e  P re s id e n t 

s p e c if ic a l ly  to  e x p e d ite  and  o versee  c o n s t ru c t io n  o f th e  A la sk a  

N a tu ra l G as T ra n s p o r ta t io n  S y s te m . C o ng ress  in  it s  1 9 7 6  le g is­

la t io n  c le a r in g  th e  w a y  fo r  th e  p ro je c t  in c lu d e d  the  re q u ire m e n t 

th a t  a s in g le  in d iv id u a l, to be ca lle d  th e  F e d e ra l In s p e c to r , be 

a p p o in te d  to  be re sp o n s ib le  fo r  a ssu r in g  th a t th e  p ro je c t  is 

b u ilt  as t im e ly  as p o ss ib le , w ith o u t  e xce ss iv e  co s t  o v e rru n  ;, 

an d  w ith  m in im a l h a rm  to  tho e n v iro n m e n t . It  in c lu d e d  th a t 

re q u ire m e n t b e cau se  the u n d e rta k in g  is  its e lf  u n iq u e  in  s ize  

an d  in  im p o rta n c e  to  th e  N a t io n 's  e n e rg y  fu tu re , an d  in  

lig h t o f th e  d e la y s  an d  large co st o v e rru n s  th a t have  in  th e  

p ast p lag ued  large c o n s t ru c t io n  p ro je c ts , such  as the T ra n s -  

A la s k a n  O il P ip e lin e .

T h e  e x a c t  d u t ie s  o f the F e d e ra l In sp e c to r  w oro  n o t d e fin e d  

u n t il R e o rg a n iz a t io n  P lan  N o . 1 w a s  signed b y  tho  P re s id e n t 

on  Ju n o  1 1 , 1 9 7 9 . T h o  c o n ce p ts  o f th a t  P lan  w oro  sot o u t  in 

E x o c u t iv e  O rd e r N o . 1 2 1 4 2 , signod b y  the  P ro s id o n t o n  Ju n o  

2 1 . T h o se  throu P re s id e n t ia l d o c u m e n ts  c o m b in e d  to  im p le m e n t 

tho in te n t o f  C o n g re ss  em b o d ie d  in  tho  A N G T A  o f  e s ta b lish in g  

tho O f f ic e  o f tho Fo d o ra l In s p e c to r , w h ic h  o f f ic ia l ly  co m e in to  

be ing  J u ly  1 , 1 9 7 9 .

O .F . I .  R e s p o n s ib ilit ie s

fh o  Fo d o ra l In sp e c to r  is an  in d e p e n d e n t e n t it y  w ith in  tho 

o x a c u t iv e  b ra n c h , o stnbhshod to  ovorseo  a ll c o n s t ru c t io n  und 

in it ia l o p o ra tio n  o f tho U .S . p o r t io n s  o f  tho p ip o lin o . H e  w ill 

co o id in n tu  an d  sch o d u lo  a c t io n s  o f tho oight Fo d o ra l a g e n d a s  

w h ic h  m u st a p p ro ve  som e aspoct o f tho p ro je c t ; m o n ito r  c o n ­

s t ru c t io n ; an d  o n fo rco  a ll c o rt if ic a to s  an d  c o n d it io n s  issued  b y  

tho agoncios. Ho w i l l  bo tho "o n o  w in d o w "  fo r  roco ip t o f  a ll 

d a ta  and  p e rm it  a p p lic a t io n s  an d  fo r  issu ance  o f a ll p e rm its .

TTiq A lyerko o il pipeline transports o il trom  P rudhoe Boy, 
Alaska, to  V o ide r. Be low : The A laske-Censdian highway under 
constructton b y  the U .S . A rm y In 1 94 2 .

S p e c i f ic a l ly , th e  F e d e ra l In sp e c to r  w i l l :

1 . c o o rd in a te  tho sch e d u lin g  an d  issu a n ce  o f a ll Fo d o ra l p o rm its  

and  re la te d  a c t iv it ie s  to  assu re  t im e ly  und u n if ie d  d e c is io n s ;

2 . m o n ito r  a c t iv it ie s  to  assu re  th a t c o s t  c o n t ro l , s a fe ty , and  

e n v iro n m e n ta l p ro te c t io n  o b je c t iv e s  are  fu lf i l le d  w h ile  s t ill 

m e e tin g  tho p ro jo c t c o m p le t io n  sch o d u lo ;

3 . koep  tho Pro sid o n t an d  C o ng ress  in fo rm e d  o n  p ro jo c t p ro ­

gross, in c lu d in g  p o to n tia l d e la y s  o r p ro b lo m s ;

4 . o sto b lish  o jo in t  su rvo illa n co  and  m o n ito r in g  agroom ont w ith  

tho S ta te  o f A la s k a ; and

5 . o n fo rco  a ll F o d o ra l s ta tu te s  w h ic h  a f fe c t  tho p ro jo c t , assuring  

that tho  b u ild e rs  a te  c o m p ly in g  w ith  a ll c o n d it io n s  o r s t ip u la ­

t io n s  o ttncho d  lo  a n y  Fo d o ra l o p p ro vo l.

A lth o u g h  tho Fo d o ra l D o p u rtm o n ts  o f T ra n s p o r ta t io n , E n a rg y , 

In to r io r , A g r ic u ltu ro , T ro a s u ry , tho E n v iro n m o n ta l P ro to c t io n  

A g e n c y , U .S .  A rm y  C o rp s  o f  E n g in e e rs , ond tho C h a irm a n  of 

tho Fo d o ra l E n e rg y  R e g u la to ry  C o m m iss io n  ro tn in  th e ir  a u th o r­

i t y  to  issuo  nocassory  p o rm its  and  c o r t if ic a to s , th e  Fo d o ra l In sp e c ­

to r m u st ussuro th u t tho agoncios m o ke  those a u th o r iz a t io n s  in  

t im u ly  fa s h io n .

H is to ry

T h e  U .S .  C o n g re ss  e n ac te d  th e  A la s k a  N a tu ra l G a s  T ra n s p o r­

ta t io n  A c t  on  O c to b e r  2 2 ,1 9 7 6 ,  se tt in g  o u t a ce ries o f  in n o v a ­

t iv e  p ro c e d u re s  to  e x p e d ite  th e  s e le c t io n , a p p ro v a l an d  c o n ­

s t ru c t io n  o f  a n a tu ra l gas p ip e lin e  s y s te m  to  b rin g  A la s k a n  gas 

to  lo w e r  4 8  m a rk e ts . A f te r  re c e iv in g  a  re c o m m e n d a tio n  fro m  

the  U .S .  F e d e ra l P o w e r C o m m is s io n  (n o w  th e  F e d e ra l E n e rg y  

R e g u la to ry  C o m m is s io n ), th e  P re s id e n t in  S e p te m b e r 1 9 7 7  

se lected  a ro u te  a n d  a p p lic a n t . C o n g re ss  in  N o v e m b e r o f  th a t 

y e a r  a p p ro v e d  th e  P re s id e n t 's  s e le c t io n .
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The Committee was briefed by Mo Mathews and Austin W a r d , Office of the 
Federal Inspector, Alaska Natural Gas Transportation System and Gary 

Anderson, President, Alaska Commercial Fishing and Agriculture Bank, 
Frank Honiun, Chairman, Alaska Commercial Fishing and Agriculture Bank 
and Joe Carter, President, Spokane Bank of Cooperatives.

Mo Mathews stated that the responsibilities of the Office of Federal 
Inspector are:

1. Coordinate the scheduling and issuance of all Federal permits 
and related activities to assure timely and unified decisions;

2. Monitor activites to assure that cost control, safety, and 
environmental protection objectives are fulfilled while still meeting 
the project completion schedule;

3. Keep the President and Congress informed or- project progress,
Including potential delays or problems;

k, Establish a joint surveillance and monitoring agreement with the 
State of Alaska; and

5. Enforce all Federal Statutes which affect the project, assuring 
that the builders are complying with all conditions or stipulations 
attached to any Federal approval.

In response to the question, is the ouilined schedule for the completion 
of the pipeline reasonable? Mr. Mathew: stated that the real key to the

schedule Is the financing plan which he has no responslblity for.

In response to the question, are the Impacts on communities In Alaska 

being taken Into consideration? Mr. Mathews stated that there is an
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agreement with the State that they will conduct the community impact 

studies. The impact will be mostly on communties that are close to the gas 
pipeline.

In response to the question, what is the outlook for the financing problems? 

Mr. Mathews stated that Northwest was the only proposal that stated they 
could construct the line without Federal aid. There may be some need for 

removal of antitrust provisions to allow North Slope producers to become 

financially involved. Federal aid is a long way off and even then only as 

a last resort.

Frank Homan, stated that the 1978 legislature created the Alaska Commercial 

Fishing and Agriculture Bank (CFAB). The State provided seed money to the 

bank and it is to be repaid to the State in 20 years. Customers and borrowers 
become members of the bank, with dividends payable to them in proportion to 

the amount interest they pay annually. CFAB is an alternative to direct 
state financing of fisheries and agriculture. CFAB can draw upon other 

sources of money, and can leverage its money with the Federal Farm Credit 

System.

The purposes of CFAB are:

1. Provide sources of credit-for Alaskan agriculture and fishing 

industries;
2. Encourage utilization of the fisheries off the coast of Alaska that 

have been underutilized in the past by local fishermen;
3. Encourage harvesting, processing and marketing of underutilized 

fish species;
h. Encourage technological development in the harvesting and processing 

of underutilized fish species; and,

5. Promote the more rapid development of agriculture.

He stated that CFAB is not Involved in venture capitol. CFAB loans money 

to farmers and fishermen that have cemonstrated an ability to repay the 

loan.

Joe Carter stated that the BaiiK of Cooperatives was founded in 1933. The 

Initial funding was from the Federal government, the loan was repaid and now 
Is owned by the users of the Bank. He indicated that a problem arose after 

the capital loan was paid off - the members thought since the capital loan 

was paid off they could do what ever they wanted with the funds of the 
Bank. He stated that he felt that government overview was Important inorder 

to Insure the original Intent is being carried out.



Alaska Natural Gas Transportation System 

PROJECT HIGHLIGHTS - ALASKA

1977: President Carter selects Alaska-Canada hi-ghway route and Northwest
Alaskan Pipeline Company to build Alaska portion of natural gas line.

Northwest Alaskan Pipeline Company starts design work. Contracts 
international design firm of Fluor, Inc., in Irvine, California to 
design and build the Alaska portion of line.

Survey, design, analysis work underway in preparation for filing a 
request for a final Certificate of Public Convenience and Necessity 
from the U. S. Federal Energy Regulatory Commission (FERC).

1978: Frost heave test facility built near Fairbanks, Alaska, by Northwest
Alaskan Pipeline Company, August.

Northwest Alaskan Pipeline Company purchases research and environmental 
data from the Alyeska Pipeline Service Company (oil line) to save 
duplication of study effort.

1979: July 1, Office of the Federal Inspector established.

Continuation of pipeline design work by Fluor, Inc., and Northwest 
Alaskan Pipeline Company.

1980: Continuation of design and planning work.

Thousands of soil samples taken along right-of-way by drilling operations 
to determine geology for design effort. Additional field studies done 
on water, wildlife, and the environment.

Sohio, Exxon, and ARCO join Northwest Alaskan Pipeline Company to provide 
additional funding and review of design work.

Four small work camps established by Northwest Alarkan Pipeline Company 
north of the Yukon River.

Northwest Alaskan Pipeline Company files for a Certificate of Public
Convenience and Necessity, FERC, July 1.

R. M. Parsons, worldwide engineering firm, selected by Northwest Alaskan 
Pipeline Company to design gas conditioning plant.

Construction on the gas line in southern Canada and northern Idaho 
started.

Crossing f 430 miles of Federal Lands in Alaska authorized by the 
Secretary of the Interior, December 1.

1981: Continuation of design, engineering, and field studies.

Installation of five to seven cold pipe test sites in varying soils
along gas line right-of-way started.



Alaska Natural Gas Transportation System

PROJECT SCHEDULE - ALASKA

1981: Continue design, engineering, study work

Obtain financing for Alaska portion of project 

1982: Complete design work

Install work camps

Start construction of gas conditioning plant at Prudhoe Bay

Obtain U. S> Federal Energy Regulatory Commission (FERC) approval of 
Certificate of Public Convenience and Necessity

1983: Spring: Start double joining of pipe
Install pipe at major river crossings

Fall: Start laying pipe in six simultaneous operations

1984: Continue laying pipe

Start construction of compressor stations (7)

1985: Complete laying of pipe (fall)

Complete construction of compressor stations

Complete gas conditioning plant at Prudhoe Bay

Test all equipment and line

1986: Gas flow turned on

Restoration of environment, remove camps, clean up
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T h e  C o m m i t t e e  w a s  b r i e f e d  o n  M i e  n e e d  to c p l e t e  the a n a l y s i s  

of g e o c h e m i c a l  s a m p l e s  b y  Dr. u c n e  R u t l e d ge, E n e r g y  S c i e n t i s t  

and. Dr. T h o m a s  A. H e a v e r, G r o u p  L e a d e r ,  L o s  A l a m o s  S c i e n t i f i c  

L a b o r a t o r y .

Dr. G e n e  R u t l e d g e  i n d i c a t e d  t h a t  t h e  D e p a r t m e n t  of E n e r g y  
p l a n s  to p h a s e  o u t  t h e  H y d r o g e o c h e m i c a l  a n d  S t r e a m  S e d i m e n t  

R e c o n n a i s a n c e  p r o g r a m .  1 8 , 0 0 0  w a t e r  a n d  s e d i m e n t  s a m p l e s  at 
a b o u t  9 , 0 0 0  s e p a r a t e  l o c a t i o n s  h a v e  b e e n  t a k e n  in A l a s k a  on 

s o m e  l a n d s  w h e r e  it is n o w  i m p o s d i b l e  to o b t a i n  s u c h  s a m p l e s  

b e c a u s e  of t h e  r e c e n t  l a n d  w i t h d r a w a l s .  T h e  s a m p l e s  w e r e  

s c h e d u l e d  to be a n a l y z e d  f o r  44 d i f f e r e n t  e l e m e n t s .  T h e r e  is 

e n o u g h  m o n e y  to a n a l y z e  a f e w  m o r e  s a m p l e s .  Tt in o n l y  o n e -  
h a l f  of c h e  a m o u n t  n e e d e d .  He u r g e d  t h e  C o m m i t t e e  to 

su r o r t  an a p p r o p r i a t i o n  of $ 8 0 0 , 0 0 0  as m a t c h i n g  f " n d s  to 

f l u s h  a n a l y z i n g  the s a m p l e s .

Dr. T h o m a s  A. W e a v e r  s h o w e d  the C o m m i t t e e  s l i d e s  of t h e  

L a b o r a t o r y  f a c i l i t i e s  a n d  t h e  t y p e s  of w o r k  t h e y  p r o d u c e .  H e  
i n d i c a t e d  t h a t  the g e o c h e m i c a l  d a t a  f r o m  A l a s k a  t h e y  a r e  
w o r k i n g  o n  c a n  c o m p l i m e n t  the w o r k  b e i n g  c o n d u c t e d  by the 

D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  D i v i s i o n  of G e o l o g i c a l  and 

G e o p h y s i c a l  S u r v e y s .  If t h e  s a m p l e s  a r e  s h i p p e d  to a r c h i v e s ,  

t h e y  w i l l  m o s t  p r o b a b l y  be l o s t  f o r e v e r  for s c i e n t i f i c  

p u r p o s e s .

T h e  m o t i o n  w a s  m a d e  by S e n a t o r  M u l c a h y  to h a v e  the C o m m i t t e e  

s p o n s o r  a b i l l  a p p r o p r i a t i n g  t h e  f u n d s .  W i t h  no o b j e c t i o n s  

t h e  m o t i o n  p a s s e d .
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a l a s e c a n
b u s in e s s

b r ie f s
I- . SELUOVIA
ne cityof Sojdovin ia considering its sales tax from I to3 
is on the dollar and raising utility charges in nn effort to 

_ai?cc the budget and  chip aw ay a t a  JCJt.iKX) $70,000 
101 .,,5>rr* 1978 and '79. A special city election on the huIch 
■ will be Jicld May 27 if it wina city council endorsement. 
t monies would be t urm.irked for the city's general fund.

“ i t  plan wutci and sewer c ha rites would go from 
.67 to $18.47 a m onth; utility h o o k u p s - n o w  S b - w o u k !  
ip to $4-5 for ’vater and S165 for sewer. For lish 
cessors, the stendard  utility charge of $ 2 0 0  a m o n th  
uld increase tc $1,300 or the com pany could choose to be 
tercd.

CHUGIAK - EAGI E RIVER
'hufpok-Eugle river has experienced "phenomennl 
w th in the past decade, says Jackie Russel, director of 

Anchorage office ol the Bureau of Census. Despite 
wth projections built into planning for census counters, 
enumerators have found more residents than expected, 
some ureas where we had expected 500, we nrc finding 
times tha t m any,” she said. ;

JAPAN
ditsubishi Petrochemical Co. and ARCO Chemical Co. 
resigned an  agreem ent to launch nn equally owned joint 
iturc in th is cc-intry for production of chemicals from 
dc oil recovery. ARCO will supply production know-how. ‘ 
xluction is expected to s ta rt in the spring of 1982. T est 
iduction is planned by Mitsubishi, the largest pctrochem- 
1 company in Ju p an , on specially imported raw 
iterinis. ARCO chemical produces more than  300 
tmical products used for petroleum recovery.

W RANGSLL 
Die owners of S tikine Air Sendee have applied to the
iskn ‘ T ransportation  Commissu n for authority to
ivide scheduled commuter a ir  scrvk ■> between Wrangell, 
tchikun, Petersburg, Sitka and  Ju t cnu. Camps Inc., 
lich owns Slikir.e, says the new coma, ter service would 
operated under ‘LcConte A irlines,' pro\ iing commuter 
•vice only. Stikine would conn. < > 'lerulc its a ir
arter business. Both airline" • q.U’
kine's hanger and office a t  W rr.ai w. 
jlcsts to the proposed action, Cam ps Inc. sp,.. 
r service could s ta rt lute this m onth or early Jii.u  
(•via engine.9 pasHC.iger Piper C hieftains are pla ' 

service.
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RESPONSlBlE AGE C r  

I A S I  t o i  A lom o i Sc ntrfk loboro lory

r i « 41 Sompllng corrtpU l*t 102 
r  1 Sompllng In p vog rou  i 3 
H I  Q uod  d a k j o p en  filodt 14 
t X l  N o l K) b« w m pU d i 17 
Q C 1  Quod data k> b e  open  fi le d  in 1900
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DOE cancels HSSR, minerals info stopped
By G E N E  R U T L E D G E  

A JC  S ta f f  W rite r
Another A laskan resource 

information tragedy is about 
to unfold.

The Departm ent of Energy 
(DOE) plans to phase out the 
H y d r o g e o c h e m ic u l  a n d  
Stream  Sedim ent Reconnais­
sance (HSSR) program.

Dr. Robert Sharp  of Los 
Alsmos Scientific Laboratory 
(LA C'L) s u p e r v is e d  th e  
collccl'on of about 18,000 
wolc. und sediment sam ples 
a t  a b o u t 9,000 s e p a r a te  
locations in Alaska on lands 
where it iB now impossible to 
Lake such samples because of 
recent land witlidruwuls by 
top federal fficiuls.

The samples were scheduled 
to be nnnlyzcd for 44 different 
elements including uranium , 
copper, silver, gold, chromium, 
c o b a l t ,  n inngnncA u u n d  
titanium .

N ow  LASL, b ecn u se  o f  
In ad eq u a te  fu n d in g , m ay  
b e  f r ced t o  a n a ly z e  o n ly  
n b o u i 3, '00 o f  t h e  H u m p ie s .

The above is only the tip of 
tho icebcrg-IJVSL h as in bund 
about 130,000 Hnmplcs from 
about 70,(XX) locations all over 
A la sk a , b u t on ly  18,00(1 
.samples are to be analyzed.To 
cover nil of the stale, another 
16,000 locations need to lie 
s a m p le d  n s  o r i g i n a l l y  
planned.

Alaska isn 't the only s la te  
th a t lias been benefittm g from 
DOK's Ilydrogeoeliemiciil and 
Stream  Sedim ent R econnais­

sance program, which is the 
collection and  analysis of 
sm all sam ples or surface 
waters, ground waters nnd 
stream  sedimcnls from the 
entire U.S.

T his national effort involves 
u total of nior than 1 million 
sam ples, each if which will be 
analyzed for th  ./ concentra­
tion of uranium nnd other 
elem ents. However, only 30 
per cent of the nnlion’s million 
sam ples now are scheduled to 
be analyzed.

By the end of 1981, DOE will 
have spen t about $50 million 
on  th e  H S SR  n a t io n a l  
program. To continue it would 
take three years and $5 million 
per year. But compered with 
an  annua l DOE budget of 
more than  $11 billior, the $5 
million is indeed very modest.

A significant recom menda­
tion of the recent A laska 
Regional Energy Resource 
P la n n in g  P ro je c t re p o r t, 
which w as funded by DOE 
and adm inistered by t’-e state, 
Hlatcs:

“ A m a jo r  in c re a s e  in  _ 
e n e rg y  re s o u rc e  c x p lo rn -  * 
tio n  (su rfa c e  a n d  s u b s u r­
face) sh o u ld  be in i tia te d  
im m e d ia te ly . W ith o u t a d e ­
q u a te  k n o w lt Ige o f  th e  
m a g n itu d e , q u a li ty  nnd  
l o c a t i o n  o f  A l a s k a ' s  
e n e rg y  re so u rc e s , th e se  
is su e s  (i.e . land ) a n d  o th e r  
c r i t i c a l  e n e r g y - r e l a t e d  
d e v e lo p m e n t  q u e s t i o n s  
c a n n o t  lie  p ro p e r ly  a d d re s ­
sed  liy g o v e rn m e n ta l and  
p r iv u lo  d ec is io n  ta n k e rs ."

One dcfonRC procurem ent 
authority  recently said  "since 
we im port 90 per cent of six or 
seven strategic m ateria ls vital 
to modern propulsion system s, 
wc a rc  c o n c e rn e d  n b o u i 
availability ."

P ro g ru m  B a c k g ro u n d
In  1973, th e  R eso u rce  

Division of tho U .3. Atomic 
Energy Comm ission (now 
DOE) initiated a  10-ycar 
p r o g r a m  to  a s s e s s  o re  
a c c u r a t e ly  th e  n a t i o n 's  
uranium  resources nnd muke 
a v a i l a b l e  to  i n d u s t r y  
infurm utior for use in the 
d e v e lo p m tn t  o f u ra n iu m  
resources.

T his program , entitled the 
N utional U ranium  Resource 
Evaluation (NURE), h as three 
prim ary parts:

•  un airborne geophysical 
survey of the entire country;

•  r e s e a r c h  s t u d i e s  o f 
geologic environm ents nnd 
n a tu ra l  m e c h a n ism s  that, 
favor uranium  concentra­
tions; and.

•  u nationw ide hydrogco- 
chemical iiurvoy of surface 
and ground w uters and  water- 
deposited sediments.

In 1975, LASL* the O ak 
R idge G a se o u s  D iffu s io n  
P lant, mid the S av an n ah  
River Lab were asked to 
conduct the hydrogrochem icul 
portion of N URE in their 
respective parts of the U.S.

DOE uses inform ation from 
HS.SK in conjunction with 
airborne geophysical d a ta  and 
geological da ta  to identify-nml 

C o .ilin u iu K ih  I ’a g o  H x
fV
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® ha lf of samples will not be analyzed
C o n t in u e d  f r o m  P n i 'e  1 

d e lin e a te  n r r a s  t h a t  h o ld  t h r  
m o s t  p ro m iw  fa r  c o n ta in in g  
u ra n iu m  m in e ra l iz a t io n .

T h e s e  a r e a s  o re  u su a lly  th e n  
r te w im in rd , g e n e ra l ly  m o re  
sa m p le s  a n d  m u re  g e o lo g ica l 
a n d  g e o p h y s ic a l  d a ta  a re  
co llec ted .

H a te d  o n  th e  r c c o n n u is a n rc  
j n d  d e ta i le d  fo llow -up. a  
r e a l is t ic  a p p ra is a l  of u ra n iu m  
reso u rc e s  c a n  b e  p ro d u ced . 
T h is  worL in v o lv e s  u p p lied  
geo lo g y , g ro u n d - n n d  su rface - 
w a te r  h y d ro lo g y . g e o c h em is ­
try ,  g e o p h y s ic s  a n d  c o m p u te r  
sc ien ce , a s  w ell o s  e x te n s iv e  
Held o p e ra t io n s .

H o w ev er, t h e s e  s a m e  N U R E  
d a ta  c a n  b c e v la u a te d  f o ro th e r  
s tr a te g ic  r r s o u r r c s  (ch rom - 
iu m , c o b a lt .  m nngnn i'H e  a n d  
t i ta n iu m , a m o n g  o th e rs )  a t  
l i t t le  in crro n cd  e x p e n se  w h ic h  
c ^ n  b e  v e ry  im p o r ta n t  to  
A la s k a n s .

JLASL w o rk s  w i th  A la s k a n  
s c ie n tis ts  in  o rd e r  to  e v a lu a te  
th e  d a te  a n d  m a x im iz e  th e  
i n f o r m a t io n  t h a t  c a n  be  
re tr ie v e d .

P r o g r a m  H i a tu s
A f te r  five y e a rs  th e  U S S R  

p o r tio n  of N U K E  is  p ro p o sed  
fo r c a n c e lla t io n  h y  D O E . ax  a 
r e s u lt  o f  b u d g e t r u t s  in  f a v o ro f  
o th e r  u ra n iu m  a s s e s s  m e n  I 
p ro g ra m s  ( a irb o rn e  r a d io m e t­
ric  r e c o n n a is s a n c e . g eo lo g ic  
in v e s t ig a t io n s  a n ' w orld- 
c K s s  u r a n i u m  r p o s i t  
si jd ica ).

f ro m  m u s t  o f  A l a s k a .
M u lti-e lem en t I IS S K  d a ta  

h a s  I x c n  rep o rted  for a b o u t n 
y e a r .  F o r  then* a n a ly s e * , a ll 
th m *  la b s  d c v r lu p td  h ig h - 
vo lum e, low -cost a u to m a te d  
syM m s t h a t  w ill n o t  Ik* UM-d for 
o th e r  p r o jK ts  in  th e  f u n s e e ­
a b l e  f u t u r e .  T h e  c a p i t a l  
in v e s tm e n t  in  th e s e  sy s te m s  
a p p ro a c h e s  $4 m illio n .

S i n c e  t h e  s a m p l e s  a r e  o n  
h a n d  a n d  t h e  n n n l v t i c n l  
a n d  r e p o r t  p r o d u c i n g  
s y s t e m s  o r e  o i i e r n t i o n n l ,  
c o n t i n u i n g  t h e  I I S S K  
p r o g r a m  w o u ld  I n v o lv e  
l i t t l e  m o n e y ,  a b o u t  $ 5  
m i l l i o n  f o r  e a c h  o f  t h r e e  
y e a r s .

P r o g r a m  P r o b l e m s

A n a tio n a l  p ro g ra m  o f th e  
scope  o f U S S R  is n o t  w ith o u t  
p ro b lem s. T h e  a n a ly t ic a l  too ls 
to a n a ly z e  m ay  g e t  m o re  a n d  
m o re  s o p h is t ic a te d  s o  t h r  
p a rt*  p e r  h illh o n  of a n  e le m e n t 
c a n  be id en tifie d ; h o w e v e r , th e  
a n a ly s i s  is  n o  g o o d  if th e  
s e d im e n t s a m p le  is  a  " d ry  
lo b ."

In  o rd e r  to  o b ta in  a  w a te r  
n n d  s e d im e n t s a m p le  in  th e  
r u g g e d  K o r k y  M o u n ta i n  
reg iu n s  o f  th e  U S . a n d  i n te n o r  
of A la s k a ,  th e  c o s t is  h ig h  a n d  
th e  n s k  to  lib* is  m i l .  I t  is  m u ch  
ra n te r , fo r  e x a m p le , to  ta k e  10 
s a m p le s  a t  a  s in g le  lo ca tio n  
a n d  m r r r lv  Inblc th e  sa m p le s  
for 10 h n n l- to  g e t to  lo cu tio n s.

PTOJ
r

r  \\ ' V  . . . j
r  <\ \ f
A l a s k a  M in e r s  A a s n  i a t i o n  
p e r u s e s  s o m e  o f  t h e  tin  t e r l n l  
r e s u l t  o f  t h e  I I S S I t  p r o ,  r n m .

'H ie  N U K E  b u d g e t  In is  Ik -n 
c u t  fro m  $65 m illio n  in  KV i > 
to  $2H m illio n  in  FY  h i  If th  • 
IIS S K  w ere c a n ce lle d , m u ch  c f 
t h e  c o u n t r y  w i l l  n o t  h r  
su rv e y e d  a n d  m a n y  of th e  
s a m p le s  n lri  nd  i c o llec ted  w ill 
n o t  h e  a n a ly z e d .

D u r in g  th e  n a t io n a l  r e c o n ­
n a is s a n c e ,  GO |>rr c e n t  of th e  
c o u n t r y  w a s  s a m p l e d ,  
in c lu d in g  HT> p e r  ce n t of 
A la s k a ;  a b o u t GHO.OOO s a m p le s  
h a v e  l ie rn  co llec ted .

M o s t of th e  s a m p lin g  w a s  
d o n e  in  m o u n ta in  reg io n s  o f 
th e  w es t, s o u th e rn  p o r tio n  o f 
th e  m id w es t. K in k y  M oult- 
t a n i s ,  th e  l la s ia  m id  I tn n g c  
p ro v in c e , a n d  A la s k a  Hy the  
e n d  o f KY HO, if th e  p io g ra m  is 
clo sed  o u t. s a m p le s  from  o n ly  
30  p e r  r e t  t of ( h r  c o u n try  w ill 
h a v e  Iserti m u d  w e d .

A  c lo s e - o u t  m e a n s  m o r e  
t h a n  o n e  h a l f  o f  t h e  
s a m p l e s  a l r e a d y  c o l l e c te d  
w i l l  n o t  b e  a n a l y z e d  a n d  
r e p o r t e d ,  i i i d u d . n g  t h o s e
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d i r e c t o r ,  A l a s k a  M in e r s  
A s s o c ia t io n , feels  th e  p ro g ra m  
s h o u ld  b e  c o m p le te d  but 
b e liev es  p n v n te  in d u s t r y  could 
d o  th e  a n a ly s i s  w o rk  a t  a  m ore 
e c o n o m i c a l  c o s t .  L A S L  
e s t im a te s  a  c o s t o f a b o u t  $50 
p e r  lo c a tio n  (tw o  s u m p le )  fu r 
a n  a n a ly s i s  of 44 e le m e n ts .

Program
should
continue
H y  D K . C iE N E  K U T L K D G E  

S e c re ts -  /  o f E n e rg y  H u m  an  
s h o u ld  * r?  th a t  th e  IISSK  
p ro g ra m  is  c o n tin u e d  a m 1 
p ro m o te  c lo se r  co o rd in a te*  
w ith  o th - r  in te re s te d  f rd e r  .1 
a g e n c ie s .

L A S |„  O K G D P  a n d  SF.I. 
sh o u ld  w o rk  w ith  p o ten .in l 
u s e rs  o f  th e  d a ta  co llected  
In c lu d in g  s ta le  a g e n c ie s , s la te  
u n i v e r s i t y  s c i e n t i f *  n n d ,  
e x p e c i n l l y ,  t h -  r e i  o u r c e  
s c ie n t is ts  »n i ’.u u s iry . 

H o w ev er, I' .)E  m u  t avo id  
’to o  m a n y  c a u s a  in  t ie  k i tc h e n ’ 
t*i th e  iHiint t h o ' l it tle  o r  
n o th in g  in d o n e  l /O K  sh ou ld  
lie  rn m m e n d e d  for ta k in g  th e  
’h u ll h y  th e  h o r n s ’ a n d  g e ttin g  
u n d e r  w a y  th e  IIS S K  p ro g ra m  
w h ic h  c a n  U -o u e . h u t o n ly  one. 
s ig n i f i r n u t  l in k  In th e  c h a in  of

n e e d e d  n a t i o n a l  r e s o u r c e  
in fo rm a tio n .

A s for th e  e n ti r e  N U R E  
p ru g ru m , i t  too  sh o u ld  be 
c o n t i n u e d  n s  o r i g i n a l l y  
p la n n e d  e v e n  th o u g h  th e  c o s t 
for F T  HI i« $6 5  m illio n , w h ich  
is  m u ch  h ig h e r  t h a n  th e  $5 
m illio n  for th e  U S S R  h u t  s till  
o n ly  s  t in y  p a r t  o f  th e  $11 
b illio n  D O E  bu d g et.

W hile  w e m u st g iv e  v e ry  
im p o r ta n t  c re d it  to D u n c a n  s 
s ta f f  m em b e rs  for f a r s ig h t e d  
n a t i u n n l  s a m p l i n g  f o r  
u rn n iu m  n n d  o th e r  e le m e n ts ,  it 
is  v i t a l  t h a t  t h e  I IS S K  
p ro g ra m  n o t be I ro u g lit  to  un  
n h m p l  e n d  a. id p rec io u s  
n n d  s tr a te g ic  c a m p le s  n o t 
a n a ly z e d .

C e r t a i n l y  t o  c o l l e c t  
th o u s a n d s  o f sc ru p le s  a t  g r r a t  
g o v e rn m e n t e x p e n se  w ith  t h r  
lite ra l  r isk  c .  life (D r. S h a r p  
su rv iv e d  a  p la n e  c ra s h  in  th e  
A la sk a  iM c n o r)  a n d  th e n  n o t 
to p roceed  in  a  tim e ly  m il lin e r  
w ith  th e ir  a n a ly s is  is  i-v trv d  
u n w ise .

E d ito r ’» N ote. I)r ,  Hu* • »e 
li a s  th r  p r o m t  lea d e r  a j  
A  In a k a  H r m o o n  I E n r r ,  
K etu u ree  / '/a /i f  l in g  / ’ro /r r. 
fro m  I9 7 d  u n t i l  la te  I97ti 
/> u /m g  //in f  t im e  h r  m e t  l b  
S h a r p  a m i  o l itm n r d  f r o m  h im  
e o n tid e r u h le  in fo r m a tio n  on  
t h e  N a t i o n a l  U r a n i u m  
K ennu tee  E i 'i ilu a tm n  iN U H E i

P r e s i d e n t  H o w a r d  ( I n i y  
t h a t  Iuim b e e n  r e p o r t e d  its  n

am . M i A i r m i m

In  th in  m a n n e r  th e  sa m p le  
c o n lrn e to r  s a v e s  o n  fuel a n d  
tu n e  h u t  th e  re s u lts  from  th e  
lull c a n  h e  w o rse  th a n  n o  
s a m p lin g  a t  a ll S o m e tim e s  a 
lab  s c ie n t is t  h a s  n o t a c tu a lly  
ta k e n  th e  s a m p le s  h u t  left it to  
n o n - irc h itie n l o |> rriito ra  to  
o b ta in  th e  s a m p le s .

U iifo n u n n te ly  so m e  " d ry  
la b "  s a m p le s  w ere  a p p a re n t ly  
ta k e n  in  th e  U S S R  p ro g ra m , 
less t h a n  2  per c e n t,  w h ich  
m e a n s  so m e  few a n a ly s e *  w ill 
n o t be  re le a se d  to  th e  public .

S in c e  e a c h  sa m p le  lo so rt o f 
a  ’f in g e rp r in t. ’ th e  id e n t i f ic a ­
tio n  o l th e  sam e  ’f in g e rp r in t ' 
for s e v e ra l  lo c a tio n s  m d ir a t r s  
a  p ro b lem  - T h e  " d r y  l a b ” slow *» 
d ie  p u b lic a tio n  of r e s u l ts  a n d  
d o e s  m id  to  th e  o v e ra l l  co st of 
th e  p i eg  m n i.

A n o th e r  p ro b lem  t h a t  e x is ts  
is  th a t  th e  | o te n tin l  u ser*  of 
(he  d a ta  la v e  n o t  lieen  
b ro u g h t m b  th e  p ro g ra m  lo 
tlu- e x te n d  I- ey sh o u ld .

H o w a rd  » rrv . ex ecu tiv e

T h r  P a y o f f *  f o r  C o m p le t io n  o f  N l l l l E
Ih is e lin e  g e o c h em ica l d a ta ,  co llected  n n d  a n a ly z e d  hy 

s 'a n d a id iz e t l  p ro ce d u re s , w ould  lie a v a ila b le  to  th e  p u b lic  for 
th . e n ti r e  c o n te rm in o u s  U .S. a n d  A la sk a . F ro m  th ese  d a ta ,  n 
c o m p re h e n s iv e , g e o c h em ica l a t l a s  o f  d ie  U .S . w o u ld  lie 
p r rp a ic d  t h a t  w o u ld  i l lu s tra te  th e  a re a l  c o n c e n tr a t io n s  o f  
m a jo r  a n d  tra c e  e h in c m i  am i w a te r  q u a li ty  m ra H iirc m rn ts  
(e.g ., p l l .  tc m p c rn tu  t , d isso lv ed  o x y g en , e tc .)  th ro u g h o u t (h r  
IDS.

S u c h  b a s e lin e  d a la  a re  n eed ed  hy  e n v iro n m e n ta lis ts ,  
im lu str ta liH is . g ro sc ie n tix t* . reso u rc e  e x p lo ra tio n is ts ,  a n d  
v a rio u s  s ta te ,  fed e ra l a n d  lo ca l u g r ii r le s  T h e se  d a te  a ls o  
p ro v id e  so m e  m e a s u re  o f g ro u n d  ( ru th  (or g eo lo g ic  m a p p in g  
a n d  for u se  w ith  rem o te ly  se n se d  d n ln  (I A N D S A T  im a g e ry ) .

F o r th e  f irs t  tim e , th e re  w ould lie g eo lo g ic  m a p s  a v a ila b le  
for th e  e n ti r e  U .S . a t  a  sc a le  o f  1:260,000. T h is  w o u ld  he  a 
d ire c t  r e s u l t  o f  th e  N U K E  p ro g ra m , w h ic h  g e n e ra te s  th rx e  
m a p s  (w h e re  th e y  a r e  n o t a lr e a d y  a v a ila b le !  fo r u se  in  
c o r r e la t in g  th e  h y d rn g co c h c m ic id  a n d  a i r b o r n e d s l a  w i th  th e  
local g eo lo g y .

A K  In te rs ta te  reports ea rn ings
A la s k a  I n te r s ta te  r o  s a y s  

i ts  n e t e a rn in g s  fo r th e  f irst 
q u a r te r  w e r r  g r e a te r  t h a n  i u  
c a rm n g rt  for th e  e n ti r e  y e a r  of
IK7W.

N e t e a rn in g s  In th e  f irst 
q u a r te r  o f  ’HO w ere  a  record 
$14.‘J  m illio n  c o m p a re d  to 
$!!7H OtXI in  f u s t  q u a r t e r  '70 a s  
re s ta te d  a n d  $KI I m illio n  for 
Ihe  e n ti r e  y e a r  o f  *711.

R e v e n u e s  in  th e  f ir s t  q u a r te r  
w ere  a  rec o rd  V v l m illio n .

p r o g r a m  fo r  u s e  in  V o lu m e  I I  
o f  "A l a t k a ' t  E n e r g y  He- 
t o u r t e t . ”

U p o n  l e a r n i n g  o f  t h e  
p la n n e d  c a n c e lla tio n  o f  th e  
I I S S K  p r o g r a m . c o n cern  
u a t  s o  g r c c \  n r  t r a v e le d  to  
L o t  A la m o t .  N  h i., to  m e e t  
w ith  th e  t e i e n tm t t  im v i/irr f .

S E M I C O N D U C T O R S  
S e m ic o n d u c to r*  a c c o u n te d  for 
3 2 .6  b ill io n  o f  th e  33 .9  b illio n  
w o r th  o f  e le c tro n ic  c o m p o ­
n e n ts  r i p o r t a  f ro m  th e  U  S .  in  
7 ‘J .  Im p o r ts  o f  sem i c o n d u c to rs  
a m o u n te d  to  $2.4 b illio n  n u t  of 
t h e  $ 3 .6  b i l l io n  t o t a l  o f 
e le c tro n ic  c o m p o n e n ts  im ­
p o rts .

, . .n  f e w  p o in t s  
n b o u i L k o  

A laska  
JnurrmS of 

C o m m e r c e

/

I ..IIXIXM 4. ,

M.a »•*■«•»«« ^
.  . . —  . --------

c o m p a re d  lo  $.rUi m illio n  ill th e  
sa m e  p e rio d  o f  IU7t). P r im a ry  
r i tn i in g u  (»cr s h a re  lo r  tlto  
q u a r te r  w ere  $ 'J M  c o m p a n d
10 2d  c e n ts  in  th e  f ir s t  q u a r te r  
o f  1979.

I l i r  c o m p a n y 's  In d o n e s ia n
011 a n i l  g a s  o p e r a t i o n s  
acco tm nxl fo r m u s t o f  th e  
i n c r e a s e  i n  e a r n i n g * ,  
re flec tin g  th e  f irs t fu ll q u a r te r  
o f  th e  c o m p a n y ’s  h ig h e r  
w n rk in s t  in  t h r  l lu f fe u  C ro u p  
o il a n d  g a s  JV .

f feS’W'vM Maa-H W If.s*
S > V *  k w  S i U U«m ikh

*'— ” 9  

'  -1

, VW ,
MiW| I —/ fm>\ r. »./  ,w-r *♦•*••

. J

. . . o i c k o  H n  p o i n t  
t o  i t  . a u r i f r p  t w l in y i

C u ll  17D»tVJi>7 
lo  t>-« «‘i »t* k a  rt|f tM t 

cs to  •«. lev a  i-a iiv w  w p /



.P ow e r
•released tho first lwo-volurr.es 
el a statewide assessment of 
A la s k a ’ s cr.-.-rgy re sou rc e s , ' ’ • 

'operations cr.d issues which 
shews t h a ! ’ A la ska  is a 
storehouse of ra tion 's energy 
'resources.*' * * . . . - •\»V • • • * *' ' I *»,' ! *
• ..*A laska n a y  conta in obout 
'•cnc-thlrd cf the nation’s energy 
;■ resources, but because of land 

lc.ev.re env i ronm en ta l cor.s*
! / t ra in : :  nr.;l e ther Issues, the 

report ccr.clntlcs "a resource Is 
one thing, the » 
development of 
that resource 
i s  q u i t e  
a n o t h e r ."

y .  Conclusions and rccommcn. 
ilalir.-A an Alaska's encrny sta* 
I'.'.s reach rd  try the research 
learn include:

• •
■ —The Immediate expansion 

I d  su r la c c  and subsu r face  
exploration activities. Without 
adequate know ledge ef the 
magnitude, quality ami location

Is ' * , •. • , * , , . ,

, • • • * , * ■  •' •■• •• '• • •• . •'‘  ANCHORAGE — T.nu Alaska C 'o f the re sou rce s , c r i t ic a l  addressed by government and , .pages) Is ca l led  " A l a s k a ' s .
Slate Division of Energy and )  energy-related and land-related private decision-makers. • Energy P.esources: Inventory-.;

D eve lopm en t • has ^questions canr.ol be properly  - V 1 —Immediate attention must -’ of Oil. Gas, Coal, Hydroelectric j  -
i-.i fi*n — ~—  ------------------------- v,« __ r ._  . and Uranium Resources."- r • ' \

. The • p lanning ’’ p ro je c t  '■
documents have been written •

• - and compiled by a five-member #*
• . ’ team with Cene P . Rutledge as.-' 

t lh c  p ro je c t  le ade r ,  O the r j.
• m embers a rc  ’Dee- Lane,*-. 

W il l iam McConkcy, C la r is sa  •
' Quinlan r.m! Mike Rahm. ... •. •

'Tho project, which is funded
• by $151),000 from  Ihc Federa l 

Depart menl of Energy, Is an *
•analysis of lonumnnlcd reports 
and p rev iou s ly  • comp leted 
research.cor.dr.eled by a wide 
range of private and govern* 
tnrnl /igeneies. . •

Volume I identifies A laska1 *
; energy resources (oil, gas, coal]

’ • hydro, uranium, geothermal, .. .
J wiiul, tides, wood', so la r , .oil,,.
I sha le , .peat and waste heal) , , 
operations (e xp lo ra l lo n /d is *  

icovcry, development/recovery,,
• storage, transportat lon/lrans*

- !  mission, processing/generation,
•'.end >,’• use, ’ ’ dccommis*^ 
I's ion/rcclamallori) and Issues' 
(economic, social, environment ’ 

. j lal, govcritmcnlal, conservation' * 
'(nnd Ic c lm o logy ) .  The land* 
•.tenure* Issues (D*2, Native 
•'.Claims, coscmcn ls , coasta l
zone lands) arc addressed hs.a 
lhe.se’ Issues re la te  lo energy'* 

•development.’",*
•  * *  • I *  *  1 1  * i  <  i * i

( inn : 1*. Itutlcdr.fr' 
• «* • /

be given to technologies fo r  
large-scale energy operations,

. which could cither extend the’ 
r e c o v e ry  l i fe  of a specif ic  
resource site,-or would enable 

• development in areas which are 
o the rw ise  . m a rg in a l  ' .o r 

‘ uneconomic.'. ' .  . ' .
' —An inventory o f ’ nUcrnatc 
energy sources (small hydro, 
wind, geo the rma l , s o la r  and 
pent) lo r  ru ra l  A lsakan com* 
munitlcs should bo conducted 
and technologies (was lc  heal 
recovery systems, (luidixnd bed 

/un its , h e a l  pumps and fuel 
fc o l ls )  lo match the availab le 
1 resources should be evaluated.
I The analysis of resource cs* 
dimales iiu l lca lrs  that the ex* 
lent and locat ion of a l l  Ike 
energy resources arc not fully 
known. Volume 1 (2!)0 pages) Is 
entit led . "A la s k a 's  Ene rgy  
He.so"rc(.*s: F ind ings nnd 
A n a ly s i s . "  Vo lum e 11 (1.11

IDAHO POST R E G I S T E R  

1 2 / 3 / 7 0

' S e v e r a l  energy scenarios 
have teen developed and writ*

✓ ten on a regions! (geographical * 
. • and political).basts. Each on*
. ta i ls -a  brief* ch rono logy cf*
• -cvcnls that seem most likely to
-. occur.in view cf Ihc information' 
.'•avanablc now.’ • ** ,■•. .
. ‘.E n e rg y  sites l ik e ly  lo be 
V developed between now and the-" 

year 20C3 have been tabulated 
and ranked f o r  oil and gas

:m * • »
,V (onshore and offshore),' cor.!,.-.' 
^'hydroelectric, and uranium, 
Abased .On luforrr.atlou ctiakicd . 
I/ from r.umcrCus exports In th e . 
•energy fie ld." • :
", An ear l ie r dra ft printing cf 
••yolume I has.beer, used as the i 

-.. textbook • 'o f a Hum be r 'o f  
’, courses tauj.'it by Dr. Rutledge * 

•jh.t Hie Univei ily of Alaska ar.d
• Al.ir.kA Mclhoi'ist University,. ■’ 
(.'...Volume l.I .o l lcc ls and sum*
*'marl/cs by 'ivc color maps, la*
| blcs and bibliography,’ .ill writ*** 
t;.lcn reports on the,quantity and 
(''quality.': o f ; o!!,Vgas,'/ .coal,
. hyd roe lec tr ic " and uranium,';, 
’•'resources lo Alaska.’ Volume, 11.  ̂
.a lso  Includes a brief history of-'

•' development and production of * 
!,lhcsc energy resources, a list of .- 
i.kcy.conlacl persons, and c.xlcn-'| 
t s l v e  ' .b ib liog raphy , , by,. ’ jtix*» 

reg ions : a rctic , norlhwcst,*.
• Interior, southwest, southcen** 

tral. and southc Alaska.
•I* 
.• (
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DEPARTM ENT OF NATURAE RESOURCES

D IV IS IO N  O F  G E O L O G IC A L  &  G E O P H Y S IC A L  S U R V E Y S  

March 11, 1981

P.O. B O X  80007 
COLLEGE. A L A S K A  99708

(907) 479-7147

Senator Bettye Fahrenkamp 

Pouch V

Juneau, AK 99811 (Mail Stop 3100)

Dear Senator Fahrenkamp:

Enclosed is a summary of the quadrangles and samples for which L o s  A l a m o s  is 
requesting State funding. As you requested we have looked over the list of 

32 quadrangles to determine where the information would be most valuable to 
the State. Ten of these quadrangles (4992 samples), Barrow, Wainwright,
Mead River, Teshekpuk, Utukuk River, Lookout Ridge, Ikpikpuk River, Mis'ieguk 
Mountain, Howard Pass, and Killik River, lie within the National Petroleum 

Reserve and data from these quadrangles will have little effect on resource 
evaluation of State lands. Data from the balance of the quadrangles (14,579 

samples) might provide information that can be used to assess the State's 
mineral resources, although the sampling density in these quadrangles is 
several,,times lower than is generally taken by industry (e.g. U.S. Borox) 
or DGGS. Samples that are not analyzed by Los Alamos can be stored by DGGS 
and be made available f( r future analyses by either DGGS or industry.

As we discussed in Juneau the raw data provided by Los Alamos will only be 

u s c f u L  if— DGG£L_can prone aa,and model the information. A DGGS project that 
would provi le a minimum processing and modeling capability is also enclosed.

Wyatt G. Gilbert 

Deputy State Geologist

Enclosures

cc: Jeff Haynes

Ross Schaff 
Milton Wiltse

10-J21LH



March 1, 1981

Dr. Milton Wiltse 
Alaskan Department of 

Geological and Geophysical Surveys 

P. 0. Box 80007 
College, Alaska 99708

Dear Milt:

The enclosed map shows the status of the analyses of the National 
Uranium Resource Evaluation geochemical sediment samples from Alaska. The 

samples from areas colored in blue are being analyzed with DOE funds. These 

will be open filed as data tapes only through the Oak Ridge Data Center. The 
areas in yellow are those for which there are insufficent DOE funds to do the 
analyses. These quadrangles would be analyzed by State of Alaska funds if 
they become available (Table I lists these quadrangles and the approximate 
number of sediment samples in each quadrangle). There are a total of 19,571 
sediment samples in the yellow areas. The final count upon completion of 

analysis may be as much as 200 samples above or below that number. All 
quadrangles have an approximately uniform sampling density of one sample 
location per 23 square kilometers in areas where lakes predominate and one 
sample location per 11 square kilometers in areas where streams predominate.

With the 3800,000 requested from Alaska, we will guarantee the comple­
tion of these sample analyses, using the uniform analytical methodologies

thus far by Los Alamos. We will also provide to the State Geologist's
uii ice a hard copy data listing and a 1:250,000-scale, sample-location overlay 
for each quadrangle in Alaska that has been sampled under this program no 

matter who paid for the analyses. As you can see, the sample location overlay 
is one of the end products of analyses and clean up of data; therefore, we are 

not able to provide at this time a sample location overlay for the quadrangles 
in Table I. We also believe f' at for the 3800,000 we will be able to complete 

multielement analysis of those samples that we have analyzed for uranium only 
to date (green quadrangles in the Seward Peninsula region).

In order to get this response to you as quickly as possible, I am 

sending you this bootleg copy of the map and table. I anticipate being in 
Fairbanks on March 11 or 12 and would be able to handcarry the master sampling 
maps for your perusal.

I hope this answers the questions concerning what Los Alamos will 
provide the State for the 3800,000 requested. If you have further questions, 
do not hesitate to call me.

Sincerely

Thomas A. Weaver 
Group Leader, G-4 

Resource Char icterization

TAW:jab

Enc. As noted



Table I

SEDIMENT SAMPLES TO BE ANALYZED WITH FUNDS 
REQUESTED FROM THE STATE OF ALASKA

1° x 3° Approximate Number of
Quadrangle Sediment Samples Comments

Barrow 90

Wainwright 209

Meade River 579

Teshekpuk 474
Harrison Bay * 239

Beechey Point 214
Point Lay 124
Utukok River 479
Lookout Ridge 599
Ikpikpuk River 664
Umiat 499

Sagavanviktok 564

Point Hope 299
DeLong Mtns. 630 SE corner unsampled
Misheguk Mtn. 629 Southern half unsampled
Howard Pass 629 Southern third unsampled
Killik River 639 Southern third unsampled

Chandler Lake 499 Southern half unsampled

Coleen 630
Shungnak 756
Betties 923

Black River 631
Kateel River 756
Melozitna 668

Tanana 669
Circle 1340
Charley River 1340
Nulato 700
Ruby 700

Kantishna River 499
Ophir 700

Iditarod 1200

TOTAL 19,571



NOTE: ORIGINAL DOCUMENT IS COLOR-CODED, IF NECESSARY 

TO PROPER INTERPRETATION, REFER TO ORIGINAL DOCUMENT 

IN THE ALASKA STATE ARCHIVES
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PROJECT TITLE: Statewide Placer/Geochemical Assessment AGENCY Natural Resources

STATUTORY SASIS: AS 27.05.080

PROJECT DESCRIPTION:
This project will use computor modeling to establish an improved service to miners, 

prospectors, and interested numbers of the public by establishing a systematic means 
of evaluating statewide pi acer, geocheinica 1, and public assay data. The models service will 

steadily improve as new information is added to the system.

OBJECTIVES/POLICIES:

The objective of this project is to provide an effective means of placing assay results 

from miner's and prospector's samples in the context of district and regional 

mineralization and to improve the methods of evaluating the signif.cance of the assays 

for the prospector.

It is the policy of this project that the prospector's data w i 11 be supplemented 

by the available geologis and geochemical data of ADGGS.

INTEREST GROUPS AFFECTED:
Miners, prospectors, Borough gcvcrnments.

LEG I SLAT ION/REGULATIONS REQUI RED: 

None

CATEGORY ______________ __________

Mgmt. of 
COVER PROGRAM Mineral Resourcr

Energy
BRU inerals F, Management 

COMPONENT Mineral Development

SHORT FORM PAGE

SOURCE OF REQUEST:

PROJECT LOCATION:

Field work in various areas of 

the- state. Office work in 

Fa i rbanks.

DEPARTMENT PRIORITY: 

OF

GOVERNOR'S ACTION:

LEAD DIVISION/PROJECT NAGER:

Div, of Geological & Geophysica 
Surveys, Milton Will.se,

Chemist V (V/:)-71 *i7)

f”Page 1 * P rn i ecf !>....



SUMMARY OF PROJECT COST:
GGS

CODE EXPENDITURES BY OBJECT DIVISION DIVISION DIVISION DIVISION DIVISION DIVISION DIVISION DIVISION TOTAL

100 PERSONAL SERVICES 1? R 1? R

200 TRAVEL

<J
1

C
O

GOLO

|

300 CONTRACTUAL SERVICES 68.7 61L7 .

JiCO COMMODITIES
7-7 u . -

500 EQU1PMENT
25.0 . . . .  _______ > L I L .

o

LANDS, BLOGS., ETC. •

700 GRANTS, CLAIMS, ETC.

500 MISCELLANEOUS t

TOTAL 120.0 120.0

1-A TRANS, (non-add)

FED. RECEIPTS - CODE:

GF MATCH.

GEN, FUND
1 ?n n 120.0

1 -A RCPTS. «

PGM RCPTS.

OTHER

OTHER

CAPITAL

DESCRIPTIOU OF ASSOCIATED CAPITAL COSTS:

Al! -apitol costs arc directed towards peripheral computer devices needed- to 

to a level at which it can model geochemical and plocer data. These devices 
tape f torage uni t? .

COSTS TO OTHER AGENCIES 

None

upgrade current data processing equipment 

are primarily memory storage disks and

PROJECT DURATI ON/LIFE CYCLE COST:



.
.  ‘ \'-r. 1 ’ i :

PERSONAL SERVICES DETAIL

PCN/JOB TITLE LOCATION DIVISION SALARY BENEFITS NO. OF MONTHS POSITION C01

NEW/Publication Spec. 1! Fbx GGS 2837 1568 2 7,242
NEW7C1erk Typist II Fbx GGS 1475 1439 3 5,864

' 13,106

Less vacancy H I

12,779

TRAVEL DETAIL AMOUNT

5-8

DIVISION

GGS

PURPOSE

On site prospect investigation', consultation on 
modeling programs.

CONTRACTUAL DETAIL AMOUNT

68.7

DIVISION

GGS

PURPOSE

Acquisition of expertise to execute the computor 

interfacing systems and modeling programing necessary to 
meet the objective of this project

COMMODITIES DETAIL AMOUNT

7-7

EQUIPMENT DETAIL AMOUNT
25.0

DIVISION

GGS

DIVISION

GGS

PURPOSE

To purchase disks, drafting supplies, incedental hook up 
parts, office supplies.

I

PURPOSE

Hard disk memory, floating point operator, tape drive peripherals,

^Pagc 3 “ Project Cost Detail



RESULTS DELIVERED (Narrative)

This project will provide a modern routine procedure for displaying specific miner's prospector's or other public 
member's assay data in conjunction with pertinent associated data of district of regional extent, and thus improve 

ONR's service in helping the interested public evaluate mineral'ization.

MEASURE

1) An operational connection of the ADGGS Tektronix ^051 graphics system
and a larger capacity computer which will allow computer modeling of miner 

prospectors, and ADGGS assay and geochemical data.
2) A working program for digitizing sample locations, identity, and geochemic 

data. ■ --
3) An assay and geochemical storage, retrieval, and sort program. 

k) Three operational geochemical .odeling prorams.

5) Graphics display of the modeled data.

POSSIBLE ADJUSTMENTS

RESULTS DELIVERED (Quantified) 

DIVISION 

GGS

UPWARD INCREMENT

RESULT
Upward increments would allow more sophisticated models to be incorporated 

earlier in this project.

COST
$ 100, 000

DOWNWARD INCREMENT

RESULT COST

Downward increments would jeopordize the projects ability to purchase Any

tho. necessary peripheral components or execute the required computer 

progra..i development.



SUMMARY OF PRIOR YEAR PROJECT COST: GGS

'ODE EXPENDITURES BY OBJECT DIVISION DIVISION DIVISION DIVISION DIVISION DIVISION DIVISION DIVISION TOTAL

100 PERSONAL SERVICES •

.TOO TRAVEL

ICO CONTRACTUAL SERVICES «.

•00 COMMODITIES

;co. e q u i p m e n t

100 LANDS, BLDGS., ETC. .

TOO GRANTS, CLAIMS, ETC.

'ICO MISCELLANEOUS

TOTAL
1

0

1 -A TRANS, (nc.i-add)

.cr,.n. RECEIPTS - CODE:

m a t c h .

*g e n . f u n d .

L-A RCPTS.

*"GM RCPTS. •

: apital

CHANGES FROM PRIOR YEAR (INCLUDE CIRCUMSTANCES, COSTS, POSITIONS, RESULTS DELIVERED)

New project

Prior Year 

Pa fie 5 - Project Cost Sunniia ry



LASL PROPOSAL

ANALYSIS OF GEOCHEMICAL SAMPLES FROM THE STATE OF ALASKA

Fcr submission to the State of Alaska 

. by the

Los Alamos Scientific Laboratory 
P. 0. Box 1663 

Los Alamos, NM 87545

D reoared by: * //,^ •;/ / '
David E. Proxton 
Principal Investigator

Glenn R. V.'ate r bury 

Principal Investigator

Aon^rved bv:
Robert P.. Rrcv.TiTee 

G Division Leader

■. /{'j
George A. ̂ CeyworTTT' 

P Division Leader,

T
I t_____________________________________________________________ 2 n d

ft\ 11i am 0. Maraman ( 
CMB Division Leader

d-

f  /  / / -■ . . .  ^ ' d ’J v  )
Ann Toil i'er
Financial Management Office

Merle E. Bunker 

Principal Investigator

George A. Cowan 

Associate Director for 

Chemistry, Earth, and 

Life Sciences

Harry C. Hoyt 
Associate Director for 

Energy Programs

k AO ' ( /  J

Robert N. Thorn 

Associate Director for 

Physics and Mathematics

. / . /
" — r, .i ■ • • <■ >. •/ # ( , / >. t ,  . > ..

Larry S. Germain 

Deputy Assistant Director 

for Alternate Energy Sources



STATUTORY OASIS: . .
w : 11!

..  • •• • • :>*•

p r o j e c t  d e s c r ip t io n : The nationwide Hydrogeochemical and..Str.earrt Sediment Reconnaissance 

(USSR) portion of the National Uranium Resource Evaluation,'sponsored by the US Depart­

ment of Energy, is being terminated in September 1901. Ype present status of the HSSR 
in Alaska is shown in Figure 1. With its remaining HSSR monies, .the Los Alamos Scien­
tific Laboratory (LASL) will be able to analyze only one-half of the remaining collec­

ted but unanalyzed sediment samp1es*(i.e., 20,000 out of 40,000 .unanalyzed s.amples or 

33 of the 6f> remaining quadrangles). This effort will require $000,000 of the LASL's 
$1,500,000 USSR budget, the remainder to be used for analyses in the lower states and

program closeout. ‘ ;
If funded by the State of Alaska for $000,000 to match the. LASL's $000,000, the 

LASL would bo able to complete the analysis of all remaining Alaskan HSSR sediment . 
samples. Each sediment sample would be analyzed for 12 elements by x-ray fluorescence 

(Ag, As, B i , Cd,.Cu, Nb, Ni, Pb, Se, Sn, W, and Zr) and for 32 elements by neutron ac­

tivation analysis (Al, Au, Da, Ca, Ce, Cl, Co, Cr, Cs, Dy, Ed, Fe, lif, K, La, Lu, Mg, 

Mn, Na, Rb, Sb, Sc, Sin, Sr, Ta, Tb, Th, Ti, U, V, Yb, and Zn). The analytical costs 

and detection limits are comparable to or better than those obtainable commercially,

ODJECTlVE S/POLICIES: •

The principal object ive'-of this proposal is to complete the analysis of all 

USSR sediment samples collected from the State of Alaska and open file these 

analytical data to the public. These data provide baseline geochemical informa­

tion, covering approximately 05% of Alaska, that can be used for formulating policy 

decisions regarding natural resources and environmental quality.

/ffaska department of Batura1 Resources (State Geologist, Division of Geological and 
Geophysical Services, Division of Parks, F1sh,anil-.Game Department.)

Alaska Department of Environmental Conservation..

■Alaska Department of Commerce'and Economic Development (Alaska Energy Office - Division 
of Energy and Power Development.)

Alaskan Senate Committee on Natural Resources.

All Alaskan Native and Village Corporations.

LEGISLATION/REGULATIONS REQUIRED:

CATEGORY

COVER PROGRAM. 

D R U _______________

COMPONENT

SHORT FORM PAGE

SOURCE OF REQUEST;

PROJECT LOCATION:

DEPARTMENT PRIORITY:

OF

GOVERNOR'S ACTION:

LEAD DIVISlON/PnOJCCTMANAGER:

DNR
PROJECT
r**t | » r—» ^  i— t -



P O S S IB LE  A D JU S T M EN T S

UPWARD INCREMENT

It would cost $2,000,000 to complete the sample' collection, analysis, and open filing of 18000 locations from the unsampled 
areas of Alaska exclusive of?the Aleutian Island chain west of the Unimak quadrangle (Fig. 1).

PURPOSE

DOV/NWARD INCREMENT
For each downward increment of $24,000, one quadrangle will renfain unanalyzed.

r .f)U II*MCNT AMOUNT DIVISION

RELATION TO LAST YEA R :



)NAL SERVICES |  .  |
JOO T ITLE LOCATION DIVISION SALARY BENEFITS NC. OF MONTHS POSITION COST 1

|vEL AMOUNT DIVISION punpo?'r

•

i

TRACTUAL AMOUNT DIVISION PURPOSE

b Alamos 

Sent ific

$800,000 Geosciences Div. Analyze and open file data listings, 1:250,000 scale location maps, 

and data tapes for 44 elements in 20,000 Alaskan sediment samples.

poratory 1

•

■
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For each quadrangle, a data listing, a sample location overlay (1:250,000 scale), and, if desired, a computer g 

tape will be delivered to the State Geologist's office. Details of payment schedules and deliverable schedules to be 

negotiated between the State of Alaska and the Los Alamos Scientific Laboratory.

DMUARY OF PROJECT COST:

ODE

)0
E X P E N D IT U R E S  11Y O JJE C T

P ER SO N A L S E R V IC E S

D IV IS IO N  D IV ISIO N  D IV IS IO N  D IV IS IO N  D IV IS IO N  D IV IS IO N  D IV IS IO N  D IV IS IO N  T O T A L

30 T R A V E L

30 C O N T R A C T U A L S E R V IC E S Los Alamos Scientific Laboratory $800,000>0 CO M M O DITIES

EQ JIPM EN T

LA N D S . 0 LD G S ., E T C .

G R A N T S . C LA IM S . E T C .

M ISC ELLA N EO U S

T O T A L $800,000

1 -A T RA N S . 'non-.i(JcJ)
ID. R E C E IP T S  -  CO D E:

M ATCH .

:N . FUND

RCPTS.

j M R CPTS .

(T IER

rilEfl

PITAL

SCRIPTiON OF ASSOCIATED CAPITAL COSTS:
NONE

STS TOOTHER AGENCIES
NONE

IOJECT DURATION/LIEE C .T LE  COST:

Project Duration: 1 year





J a n u a r y  7, 1981

S e n a t o r  D e t t y e  F a h r e n k a m p  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u n ea u,  A l a s k a  99811

D e a r  S e n a t o r  F a h r e n k a m p :

T h e  Los A l a m o s  S c i e n t i f i c  L a b o r a t o r y  (LASL) h as s u b m i t t e d  a 
p r o p o s a l  to the S t a t e  of A l a s k a  r e q u e s t i n g  $ 8 0 0 , 0 0 0  t "> c o m p l e t e  
a n a l y s i s  of g e o c h e m i c a l  samples r e m a i n i n g  f r o m  an e x t e n s i v e  
g e o c h e m i c a l  e x p l o r a t i o n  p r o g r a m  c a r r i e d  out in A l a s k a  b y  IASL 
o v e r  t h e  p a s t  f o u r  y ears. E n c l o s e d  is a c o p y  of t h e i r  p r o p o s a l  
a n d  a b r o c h u r e  d e s c r i b i n g  t h e  L A S L  p r o g r a m .

I a m  w r i t i n g  t o  r e q u e s t  y o u r  s u p p or t  of t h e  L A S L  pr op os al .

M y  p o s i t i o n  in this m a t t e r  is t h a t  t h r o u g h  t h e  I n s t i t u t e  of W a t e r  
R e s o u r c e s ,  U n i v e r s i t y  of A l a s k a - F a i r b a n k s ,  I w a s  a r e c i p i e n t  of 
t w o  g r a n t s  f r o m  L A S L  to c a r r y  o u t  p i l o t  s t u d i e s  of t h e  F a i r b a n k s  
a n d  B e t t i e s  q u a d r a n g l e s  as p a r t  of t h e  s t a t e w i d e  L A S L  project.
A s  a r e s u l t  of th is  w o r k  I w a s  a c o n s u l t a n t  to LASL, w h i c h  
a r r a n g e m e n t  has s i n c e  b e en  t e r m i n a t e d .  A t  p r e s e n t  I h a v e  r e c e i v e d  
d a t a  o n l y  for t h e  F a i r b a n k s  q u a d r a n g l e .  T h e  B e t t i e s  dat a a re pa rt  
of the p e n d i n g  r e q u e s t .  I a m  v e r y  c o n c e r n e d  t h a t  h a r d - w o n  da ta  
m a y  be i r r e t r i e v a b l y  lost. T h e  funds r e q u e s t e d  by L A S L  w i ll  only 
p r o v i d e  a c o m p u t e r  l i s ti n g of the data w h i c h  m u s t  s u b s e q u e n t l y  be 
i n t e r p r e t e d  by g e o l o g i s t s ,  p r e s u m a b l y  w i t h i n  t h e  S t a t e  D i v i s i o n  
of G e o l o g i c a l  a nd G e o p h y s i c a l  Surveys.

T h e  funds r e q u e s t e d  by L A S L  a p p e a r  to m e  t o  ba a b o u t  t h e  m i n i m u m  
n e e d e d .  I d o n ' t  t h i n k  the p r o j e c t  f u n d s  c a n  b e  red uc ed . Q u i t e  
fr an kl y,  I t h i n k  th a t in a d d i t i o n  to f u n d i n g  t h e  L A S L  r e q u e s t  
an a d d i t i o n a l  $ 2 5 0, 00 0 s ho ul d  be g i v e n  the DG G S for t h e  p u r p o s e  
of i n t e r p r e t i n g  a n d  p u b l i s h i n g  t h e  d a t a  in a f o r m  u s e f u l  to the 
g e o l o g i c  c o m m u n i t y .  I s t r o n g l y  u r g e  y o u r  s u p p o r t  of thi s  p r o p o s a l .

I s t r e s s  th a t I ha ve  n o  f i n a n c i a l  i n t e r e s t  b ut o n l y  a s c i e n t i f i c  
' i n t e r e s t  in s e e i n g  m y  data and t h o s e  f o r  o t h e r  q u a d r a n g l e s .  T h a n k  

y o u  for y o u r  c o n s i d e r a t i o n .  If y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  
c o n t a c t  me.

S i n c e r e l y ,

D a n i e l  B. H a w k i n s  
P r o f e s s o r  of G e o l o g y  
U n i v e r s i t y  of Alaska, F a i r b a n k s

cc: Rep. Sally S m i t h
E n c l o s u r e s
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Hydrogeochermcal and 
Stream Sediment 

Reconnaissance for Uranium

Pau l L .  A a m o d t

l a  m o s
s c i e n t i f i c  l a b o r a t o r y

of th e  U n iv e r i i ly  o f C a lifo rn ia  
1 0 }  A l  A M O } NIVV M IM C O  I M A }

/ \
h r  AH ii» c t v f  A |t> o r , |q u « I  Q p p ti fw ix ft  I » p ' o m '

UNIT CO I T A T M  
D l f A N f M k N Y  O f  CNCHOV 
COUTH ACT M ' M« I - (NC .  I t

P i rm i i i l o n  to  reproduce th l i  e r t ld e  It e r«nWd.

INTRODUCTION

In  1973, the Resource D iv is ion  o f  the U S  A' -mic 
E n e rg y  C omm iss ion  [now  the D ep a r tm en t  o f  E r c rg y  
( D O E ) ]  in it ia ted  a ten -yea r p rog ram  to assess more 
accu ra te ly  the na t ion 's  fu tu re  u ra n ium  resou-ces. 
T h is  p rog ram , en t i t le d  the  N a t io n a l  U ra i  ium 
Resou rce  E v a lu a t io n  (N U R E ) ,  h a s  th ree  p r im a ry  
pa r ts :  an a i rb o rn e  ra d iom e t r ic  su rvey  o f  the er.tire 
c oun t ry ,  research s tud ies  o f  geo logic env i ronm en ts  
and n a tu ra l  m echan ism s th a t  f a v o r  u ra n ium  con­
cen t ra t ion , and  a na t ionw ide  hyd rogeochem ica l sur-' 
vey o f  su r face  a n d  g round wate rs  a nd  w a :e r -  
depos itcd  sed iments . In  1975, the  L o s  A lam os  Sc ien ­
ti f ic  L a b o r a t o r y  ( L A S L )  was a sked  to design and 
m an ag e  th e  h v d ro g e o c h em ic a l  re c onn a is s an c e  
th rou ghou t  the  R o c k y  M ou n ta in  s ta tes o f  N ew  M ex ­
ico, C o lo ra d o , W yom in g ,  and  M o n ta n a ,  and  the 
sta te  o f  A la ska . O th e r  D O E  lab o ra to r ie s  a re  con ­
du c t ing  the hyd rogeochem ica l p o r t io n  o f  the  N U R E  
in o th e r  regions o f  the  c oun t ry .  T he  in fo rm a t io n  
p ro v id ed  b y  the H yd rog eochem ica l a n d  S t re am  
S ed im en t  Reconna issance  ( H S S R ) ,  in con jun c t ion  
w ith  th a t  p roduced b y  the o th e r  N U R E  p rog ram s , 
w il l m ake  i t  poss ib le  to  e s t im a te  more a ccu ra te ly  
the na t ion 's  long -range u ran ium  resources and  w il l 
a lso  id en t i fy  p rom is ing  a reas  f o r  fu tu re  p r iva te  
e xp lo ra t io n .

H O W  A N D  W H Y  H S S R  W O R K S

Geochem is t ry , in  its  b roades t sense, is the  s tudy 
o f  b o th  the re la t ive  a n d  abso lu te  abundance s  o f  e le ­
m en ts  th a t  make  u p  the e a r th .  In c lu d ed  a re  the 
re la t ion sh ip s ,  d is t r ibu t ion , and  m ig ra t io n  o f  these 
e lem en ts  in nir, w a te r ,  so i l , ro ck , and vege ta t ion . 
G eochem is t ry  encompasses a l l  aspects o f  geology 
th a t  d ea l w ith  chem ica l change in the n a tu r a l  e n ­
v i ro nm en t .  G eochem ica l p ro spec t ing  uses the p r in ­
c ip les o f  g eochem is try  to id en t i fy  loca l o r  reg iona l 
a reas hav ing  a b n o rm a l  concen tra t ions  o f  se lected 
e l e m e n t s ,  B y  e s t a b l i s h i n g  t h e  n o r m a l ,  o r  
b ackg round , abundance  o f  a se lected e lem en t 
w ith in  p a r t icu la r  geo log ic  env i ronm en ts ,  it is poss i­
b le to  de linon te  a rea s  that a re  re la t iv e ly  en r iched  or 
d ep le ted  w ith respect to  that e lem en t .  T h is  in fo rm a ­
t ion , com b ined  w ith  th a t  f r om  suppo r t iv e  su rveys 
and techn ica l and econom ic  c r i te r ia ,  can be used to 
fo rccust fu tu ic  rese rves o f  th a t  c lem en t . T h e  
re su lt ing  d a ta  can a ls o  he used to  iden t i fy  p rom is ing  
a reas f o r  m o re  d e ta i le d  e xp lo ra t io n .


