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DEPARTMENT OF THE INTERIOR AND RELATED AGEN­CIES APPROPRIATIONS FOR FISCAL YEAR 1975 
T uesday, J une 11, 1974. 

BUDGET AMENDMENTS

FOREST SER VIC E

I nsect and D isease Research

W IT N ES SE S

RO BE RT  W.  LONG , AS SIS TA NT  SE CR ET ARY  FO R CO NS ER VA TIO N, 
RE SE AR CH , AN D ED UC AT IO N

R. A. RE SL ER , AS SO CIA TE  C H IE F,  FO RE ST  SE RV IC E 
R. L. YOU NGS , AS SO CIA TE  D EP UTY  C H IE F,  RE SE AR CH , FO RE ST  

SE RV IC E
K E IT H  R. SH EA , DI RE CT OR , IN SE CT  AN D DI SE AS E RE SE AR CH , FO R­

EST  SE RV IC E
RU SS EL L K. SM IT H , DI RE CT OR , IN SE CT  AN D DI SE AS E CON TRO L, 

FO RE ST  SE RV IC E
W IL L IA M  A. CA MP BE LL , BU DG ET  O FF IC ER , FO RE ST  SE RV IC E

Mrs. H ans en. The committee will come to order.
This morning  we have the U.S. Fores t Service. Our principal 

witness is Mr. Robert Long, the Assistan t Secretary for Conserva­
tion, Research, and Education.

JU ST IF IC A T IO N  MATE RI AL

We will insert House Document 93-317 and the justification in the 
record at this point.

[The information follows:]

DEPARTMENT OF AGRICULTURE 
F orest Service

Budget
appendix

page Heading
Request
pending

Proposed
amendment

Revised
request

205 Forest protection and util iza tion......................... ___________  $385,367,090 $6,040,000 $391,407,000

The pro pos ed bu dg et am end me nt would  pro vid e fu nd s to exp an d rese ar ch  to 
det erm ine  effe ctive an d sa fe  con tro l me tho ds fo r th re e of th e Nat io n’s mos t 
de str uc tiv e fo re st  ins ect s—tu sso ck mot h, so ut he rn  pin e beetle,  an d gypsy mot h. 
All th re e of th es e ins ects ar e ca usi ng  m aj or  dam age  an d ar e an  inc rea sin g 
th re at  to t he  fo re st  r eso urc es of th e Un ite d St ate s.

The exp an ded  rese arc h pro gra m is des ign ed to be es senti all y com plet e w ith in  
3 to 5 ye ars . I t wil l be a de pa rtm en tw id e effort ut ili zin g th e res ou rce s of sev­
eral bu rea us  as  well  as  a nu mb er of un iv er sit ie s. Pr oj ec t ma na ge rs wil l be 
app oin ted  to  help  as su re  th at  th e obj ect ive s ar e met .

(1 )



UNITED STATES DEPARTMENT OF AGRICULTURE 
F o r e s t  S e rv ic e

F i s c a l  Y ear  19 75  B udget  Amendment

Pag e nu m be r 
i n  1975

B udget  A ppen dix H ead in g
R equest
p e n d in g

P ro p o se d
am endm ent

R ev is e d
r e q u e s t

205 F o r e s t  p r o t e c t i o n  an d 
u t i l i z a t i o n :

F o r e s t  la n d  m an ag em en t . . $ 2 9 1 ,1 3 6 ,0 0 0 $ 2 9 1 ,1 3 6 ,0 0 0
F o r e s t  r e s e a r c h  .................... 6 4 ,4 8 5 ,0 0 0 $ 6 ,0 4 0 ,0 0 0 7 0 ,5 2 5 ,0 0 0
S t a t e  and  p r i v a t e  f o r e s t r y  

c o o p e r a t io n  ............................ 2 9 ,7 4 6 ,0 0 0 .  - 2 9 ,7 4 6 ,0 0 0

P u rp o se  an d Nee d f o r  B udget  Amendment

T h is  b u d g e t am en dm en t i s  needed  f o r  r e s e a r c h  p r o j e c t s  in v o lv in g  th e  D o u g la s - f i r  
tu s s o c k  m o th , s o u th e r n  p in e  b e e t l e ,  and  g y p sy  m o th . A l l  t h r e e  o f  th e s e  i n s e c t s  
a r e  c a u s in g  m a jo r dama ge an d a r e  an  i n c r e a s in g  t h r e a t  t o  th e  f o r e s t  r e s o u r c e s  
o f  th e  U n it e d  S t a t e s .  O nl y p a r t i a l l y  e f f e c t i v e  c o n t r o l  m e a su re s  a r e  a v a i l a b l e .  
Ex pa nd ed  e f f o r t s  a r e  v i t a l l y  n e c e s s a ry  t o  q u ic k ly  d e te rm in e  e f f e c t i v e ,  s a f e  
c o n t r o l  m eth ods f o r  th e s e  i n s e c t s  t o  m in im iz e  th e  da ma ge  to  th e  N a t io n 's  n a t u r a l  
r e s o u r c e s .  The  p ro p o s e d  p ro g ra m  w i l l :

1 .  Im ple m en t t h e  a v a i l a b l e  te c h n o lo g ic a l  im pro vem ents  f o r  r e d u c t io n  o f  lo s s e s  
fr om  th e  i n s e c t s .

2 .  D ev el op  and e v a lu a te  ho t s h o r t -  an d  lo n g - te r m  f o r e s t  p e s t  m an ag em en t sy s te m s  
w hic h  w i l l  e f f e c t i v e l y  s u p p re s s  o r  p r e v e n t  i n f e s t a t i o n s .
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UNITED STATES DEPARTMENT OF AGRICULTURE 
F o re s t  S e rv ic e

J u s t i f i c a t i o n  o f  Bud ge t Amendment fo r  
" F o re s t P ro te c t io n  and U t i l i z a t i o n ”

R eq ue st  Pro po se d R ev is ed
P ro je c t  pen d in g  amendmen t r e q u e s t

FOREST PROTECTION AND UTILIZATION:
FOREST LAND MANAGEMENT .............................................
FOREST RESEARCH:

F o re s t  an d ra nge manag ement  r e s e a rc h  .........
F o re s t  p ro te c t io n  re s e a rc h :

F i r e  an d at m osp heri c  sc ie n c e s  r e s e a rc h  . 
F o re s t in s e c ts  and  d is e a s e  r e s e a rc h  . . . .

S u b to ta l , F o re s t  p ro te c t io n  re s e a rc h  . 
F o re s t  p ro d u c ts  an d en g in e e ri n g  re se a rc h
F o re s t re so u rc e  ec on om ics r e s e a rc h  .........

T o ta l , F o re s t  r e s e a rc h  ................................
STATE AND PRIVATE FORESTRY COOPERATION ..........

TOTAL, FOREST PROTECTION AND UTILIZATION .

$2 91 ,1 36 ,0 00 - - $2 91 ,1 36 ,0 00

26,4 00,0 00 26 ,4 00,0 00

8 ,0 67 ,0 00
10,9 36, 00 0 6 ,0 40 ,0 00

8 ,0 67 ,0 00
16,9 76 ,0 00

19,0 03 ,0 00
11,4 88 ,0 00

7,5 94 ,0 00

6,0 40 ,0 00 25,0 43, 000
11 ,4 88 ,0 00

7,5 94 ,0 00
64.4 85.0 00 6.0 40 .0 00 70.5 25 .0 00
29.7 46 .0 00 - - 29 .7 46 .0 00

38 5.3 67.0 00 6.0 40 .0 00 39 1. 407 .0 00

Ex panded re s e a rc h  e f f o r t s  on  th r e e  f o r e s t  in s e c ts  a re  p ro p o se d --D o u g la s -fi r  tu sso c k  
m ot h,  so u th e rn  p in e  b e e t l e ,  an d gy ps y m oth .

A ll  th re e  o f  th e s e  in s e c ts  a re  c a u s in g  m aj or damage and a re  an  in c re a s in g  t h r e a t  
to  th e  f o r e s t  re so u rc e s  o f  th e  U n it ed  S t a t e s .  On ly p a r t i a l l y  e f f e c t iv e  c o n tro l  
m ea su re s a re  a v a i l a b le .

E f f e c t iv e  c o n tro l  o f  th e  tu sso c k  mo th an d th e  gy ps y mo th ha d bee n a t ta in e d  w it h  
DDT. Ho we ver, th e  env ir onm en ta l pr ob le m s a s s o c ia te d  w it h  DOT ha ve  v i r t u a l l y  
e li m in a te d  i t s  use  in  f o r e s t  p e s t  c o n t r o l .  T her e i s  a c r i t i c a l  ne ed  fo r  th e  
de ve lo pm en t o f s u b s t i t u t e  m etho ds  which  a re  e f f e c t iv e  an d en v ir o n m en ta ll y  s u i t a b l e .

R es our ce s to  be  a s s ig n e d . P e rso n n e l,  f a c i l i t i e s ,  an d o th e r  re so u rc e s  o f th e  F o re s t  
S e rv ic e  r e s e a rc h  an d f o r e s t  p e s t  manag ement  pro gra m s,  v a r io u s  u n i v e r s i t i e s ,  o th e r  
U .S . D ep ar tm en t o f  A g r ic u lt u re  bure au s (C o o p era ti v e  S ta te  R ese ar ch  S e rv ic e , Animal 
an d P la n t H ea lt h  In s p e c ti o n  S e rv ic e , and  A g r ic u l tu ra l  R ese ar ch  S e rv ic e ) , w i l l  be 
u t i l i z e d  to  ach ie v e  th e  p r o je c t  o b je c t iv e s . At  th e  ti m e th e  p r o je c ts  te rm in a te , 
th e  fu n c ti o n s  which  a re  s e le c te d  fo r  co n ti n u an ce  w i l l  be  c a r r ie d  on  by  th e  ap p ro ­
p r i a t e  Dep ar tm en t o f  A g r ic u lt u re  ag en c ie s and w i l l  be  su p p o rt ed  by  fu nd s a p p ro p ri a te d  
to  th o se  a g e n c ie s .

D o u g la s -f ir  tu sso ck  m ot h,  $2 ,0 10,0 00, an  in c r e a s e  o f  $1 ,6 40,0 00

D o u g la s -f ir  tu sso c k  mo th p o p u la ti o n s  c u r r e n t ly  i n f e s t  2 ,3 71 ,8 00  a c re s  in  W as hi ng to n,  
Orego n,  an d Id ah o . I n  c a le n d a r  y e a r 1974 tr e a tm e n t to  p re v e n t m aj or  lo s s  o f  f o r e s t  
re so u rc e s  i s  ne ed ed  f o r  65 0, 00 0 a c r e s . The c o s t /b e n e f i t  a n a ly s is  makes t h i s  a 
d e s i ra b le  p r o j e c t .

Dur in g th e  p e r io d  o f  t h i s  p r o je c t  ( f i s c a l  y e a rs  19 75 -197 8)  th e  fo ll o w in g  
ac h ie vem en ts  a re  ex p ec te d :

1 . The o p e ra t io n a l  u se  o f  th e  fo ll o w in g  fo u r r e c e n t ly  dev el oped  tu sso c k  mo th 
su p p re ss io n  ag en ts  w i l l  be  p i l o t  te s te d  in  f o r e s t  p e s t  c o n tro l  pro gr am s:



1 .1  C a rb ary l
1 .2  Dy lox
1 .3  N ucle ar p o ly h e d ro s ls  v i ru s  (NPV)
1 .4  B a c il lu s  th u r in g ie n s is  (B t)

2 . Bas ed  on p i l o t  t e s t  f in d in g s , th e  mos t p ro m is in g  in te g ra te d  co m bin at io ns
o f th e  ab ov e ag en ts  w i l l  be  im plem en ted in  th e  f o r e s t  p e s t  c o n tro l  p ro gra m s.

3 . R ecen tl y  dev el oped  im prov em en ts in  sy st em s f o r  su rv ey in g  and  e v a lu a ti n g  
p o p u la ti o n  ch an ges  and damage w i l l  be  p i l o t  te s te d  and im pl em en te d.

4 .  New metho ds  f o r  p r e d ic t in g  tu sso c k  mo th p o p u la ti o n  ch an ge s and expec te d  
damage w i l l  be  de ve lo pe d and f i e l d  t e s te d .

5 . F ie ld  t e s t s ,  s a fe ty  t e s t s ,  and f i n a l  a i r p o r t  t e s t s  w i l l  be  co m pl et ed  on  two 
a d d i t io n a l  ch em ic al  ag en ts  as  to x ic a n ts  f o r  c o n t r o l l in g  tu sso c k  m ot h. T h is  
e f f o r t  w i l l  in c lu d e  th e  de ve lo pm en t o f  a e r i a l  a p p l ic a t io n  te ch n iq u es  and 
c a r r i e r  fo rm u la ti o n s .

6 . F ie ld  t e s t s  w i l l  be  co m pl et ed  w it h  n u c le a r  p o ly h e d ro s is  v i ru s  an d B a c il lu s  
th u r in g ie n s is  to  op ti m iz e  th e  s e le c t io n  o f d o sa g es,  ti m in g , sp ra y  s t r a t e g i e s  
and s t r a i n s .

7 . F ie ld  t e s t s ,  s a fe ty  t e s t s ,  and fo rm u la ti o n  s tu d ie s  w i l l  be  co m ple te d on th e  
u se  o f  se x  ph erom on es  f o r  e a r ly  d e te c t io n  o f  tu ss o c k  mo th p o p u la ti o n s .

8 . T e s ts  w i l l  be  co m pl et ed  on im prov ed  eq uip m en t,  fo rm u la ti o n s , an d sp ra y  sy st em s 
fo r  a e r i a l  a p p l ic a t io n s  o f to x ic a n ts  and m ic ro b ia ls .

9 . S tu d ie s  w i l l  be  co m ple te d on  th e  p o t e n t i a l  as  c o n tr o l m ea su re s o f  n a tu r a l ly  
o c c u rr in g  en em ies o f  th e  tu sso c k  m oth .

10 . The ab ov e f in d in g s , in c lu d in g  ne wly  dev el oped  ag en ts  an d te c h n iq u e s , w i l l  
be in te g ra te d  in to  th e  opt imu m com bin ati on  o f c o n tro l  metho ds  a g a in s t th e  
tu sso c k  m oth . P re li m in a ry  f i e l d  t e s t s  o f  th e  op ti m al s t r a te g y  w i l l  be  
com ple te d .

D is t r ib u t io n  o f re q u e s te d  fu nds  w i l l  be  as  fo ll o w s:

F o re s t S e rv ic e  .................................................................  $1 ,2 95,0 00
C o opera ti ve  S ta te  R es ea rc h S e rv ic e  ................ .............  34 5, 00 0

S outh er n  p in e  b e e t l e ,  $2 ,3 85 ,0 00 , an  in c re a s e  o f  $1 ,8 85, 00 0

The  so u th e rn  p in e  b e e t le  i s  th e  m os t d e s t ru c t iv e  in s e c t  enemy o f  so u th e rn  p in e s . 
Ep idem ics p e r io d ic a l ly  de vel op in  co m m er ci al  p in e  and pi ne -h ar dw ood  f o r e s t s  th a t  
oc cupy  more th an  60 m i l l io n  a c re s  in  10 so u th e a s te rn  S t a t e s .  So ftw oo d grow ing 
s to c k  in  th e s e  f o r e s t s  t o t a l s  72 b i l l i o n  cu b ic  f e e t .  A ltho ug h s u b s ta n t i a l  vo lumes 
o f b e e t l e - k i l l e d  ti m ber a re  u s u a l ly  s a lv a g e a b le - -o f te n  a t  sh a rp ly  re duce d p r ic e s  — 
v a s t q u a n t i t i e s  a re  l e f t  in  th e  f o r e s t .  The  c o s t /b e n e f i t  a n a ly s is  makes  t h i s  a 
d e s i ra b le  p r o j e c t .
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Dur ing th e  p e r io d  o f  t h i s  p r o je c t  ( f i s c a l  y e a rs  19 75 -197 9)  th e  fo ll o w in g  
ac hie vem en ts  a r e  ex p ec te d :

1 . I n te g r a t iv e  model f o r  p r e d ic t in g  im p ac ts , p o p u la ti o n  l e v e l s ,  an d f o r e s t  
s u s c e p t i b i l i t y  w i l l  be  dev el oped  an d p i l o t  t e s t e d .

2 . F ie ld  and s a fe ty  t e s t s ,  fo rm u la ti o n  s tu d ie s , and u se  p a t te r n s  w i l l  be  
co m pl et ed  f o r  ph erom on es  and o th e r  b e h a v io ra l chem ic als  us ed  fo r  su rv ey  
and su p p re s s io n .

3 . F ie ld  an d s a f e ty  t e s t s  w i l l  be  co m pl et ed  on  new o r  im prov ed  to x ic a n t  
fo rm u la ti o n s  an d m etho ds  o f a p p l i c a t io n .

4 .  S tu d ie s  w i l l  be co m ple te d  on  f a c to r s  c o n t r ib u ti n g  to  h o s t s u s c e p t ib i l i t y  
an d p i l o t  t e s t s  p ro pose d fo r  s ta n d  m a n ip u la ti o n s .

5 . S tu d ie s  w i l l  be  co m pl et ed  on  n a tu r a l  en em ie s as  p o t e n t i a l  c o n tr o l a g e n ts .

6 . O pt im al  f o r e s t  an d p e s t  manag ement  sy st em s w i l l  be  dev el oped  u s in g  th e  
ab ov e in fo rm a ti o n .

D is t r ib u t io n  o f re q u e s te d  fu nds  w i l l  be  as  fo ll o w s:

F o re s t S e rv ic e  ........................................................................  $1 ,0 65,0 00
C oop era ti v e  S ta te  R ese ar ch  S e rv ic e  ...........................  82 0, 00 0

The so u th e rn  p in e  b e e t l e  p r o je c t  i s  two  y e a rs  lo n g e r  th a n  th e  o th e rs  bec au se  th e  
pro ble m  w it h  t h i s  b e e t l e  i s  mo re co m pl ex . T her e i s  le s s  s c i e n t i f i c  kn ow led ge  
a v a i la b le  an d fe w er  p ro m is in g  c o n tro l  te c h n o lo g ie s  e x i s t .

Gypsy m ot h,  $3 ,4 2 7 ,0 0 0 , an  in c re a s e  o f  $2 ,5 15,0 00

Gyp sy mo th p o p u la ti o n s  ha ve  in c re a se d  g r e a t ly  in  th e  N o rth e a s t s in c e  19 68 . One 
and th r e e - f o u r th s  m i l l io n  a c re s  (a bout 2, 800 sq u a re  m il e s )  wer e d e f o l ia te d  in  
19 73 , mo re th a n  ev e r b e f o re . T h is  s p e c ta c u la r  d e f o l i a t io n  o ccu rr ed  m ai n ly  in  
th o se  S ta te s  r e c e n t ly  in va de d by  th e  gy ps y mo th (New Je rs e y  an d P ennsy lv an ia ) 
an d th o se  w it h  a lo ng h is to r y  o f  r e l a t i v e l y  sm a ll  o u tb re ak s  (C o n n e c ti c u t,  New York 
M a ssa c h u se tt s , an d Rhode I s l a n d ) .  T hu s,  b o th  th e  g r e a t  e x te n t and i n t e n s i t y  o f 
d e f o l i a t io n  i s  new in  th e se  S t a t e s .  In  M ai ne , M a ssa c h u se tt s , and New H am ps hi re — 
th o se  S ta te s  whe re  d e f o l i a t io n  an d damage wer e h ig h  fo r  many y e a r s - - d e f o l i a t io n  
in  19 71 -197 3 was ex tr em ely  lo w . The c o s t /b e n e f i t  a n a ly s is  makes  t h i s  a d e s i ra b le  
p r o j e c t .

Dur in g th e  p e r io d  o f  t h i s  p r o je c t  ( f i s c a l  y e a r s  19 75 -197 8)  th e  fo ll o w in g  
ac h ie vem en ts  a re  ex p ec te d :

1 . Me thod s fo r  p r e d ic t in g  p o p u la ti o n  tr e n d s  w i l l  be  updat ed  and  r e f in e d  u s in g  new 
te ch n iq u es  f o r  m easu ri ng  la rv a e  d i s p e r s a l ,  sa m pling  egg m as se s and pu pa e and  
m o n it o ri n g  low  p o p u la t io n s .

2 . P ro cedure s fo r  m ea su ri ng  an d p r e d ic a t in g  im pac ts  w i l l  be  dev el oped  by  r e f in in g  
m etho ds  fo r  m ea su ri ng  d e f o l i a t io n ,  r e l a t i n g  d e f o l i a t io n  to  t r e e  m o r ta l i ty  and 
develo p in g  a d d i t io n a l  te chno lo gy  fo r  m ea su ri ng  so ci oec on om ic  and  en v ir onm en ta l 
im p a c ts .



3 . S a fe ty  and  e f f ic ie n c y  t e s t s  to  e v a lu a te  and  su p p o rt  r e g i s t r a t i o n  o f  n u c le o p o ly - 
h e d ro s is  v i ru s  (NPV) w i l l  be  com ple te d .

4 . Optimum fo rm u la ti o n s  and a p p l ic a t io n  te chno lo gy  fo r  u se  o f  c h em ic a ls , Bt  and  
NPV w i l l  be  develo ped .

5 . D is p a r lu re ’ s u se  in  con ta in m en t,  su p p re ss io n  an d p o s s ib le  e li m in a ti o n  o f 
p o p u la ti o n s  w i l l  ha ve  be en  d em o n str a te d . >

6 . New ch em ic al  in s e c t ic id e  c a n d id a te s  w i l l  be  sc re e n e d , e v a lu a te d  in  la b o ra to ry  
an d f i e l d  t e s te d .

7 . Th e e f fe c t iv e n e s s  o f  a v a i la b le  and  ne wl y in tr o d u c ed  p a r a s i to id s  w i l l  be  
e v a lu a te d .

8 . S t e r i l e  m ale te c h n iq u e s  w i l l  be  e v a lu a te d  fo r  t h e i r  p o te n t i a l  as  su p p re ss iv e  
o r  p o p u la ti o n  e li m in a ti o n  t o o l s .

9 . A mass r e a r in g  c a p a b i l i ty  ad eq uat e f o r  f u tu re  pr og ram  su pp o rt  w i l l  ha ve  be en  
d ev e lo p ed .

D is t r ib u t io n  o f  re q u e s te d  fu nds  w i l l  be  as  fo ll o w s:

F o re s t S e rv ic e  ........................................................................ $1 ,2 00, 00 0
A g r ic u l tu ra l  R ese ar ch  S erv ic e  ......................................
Animal and P la n t H ealt h  In s p e c ti o n  S e rv ic e  ..........
C oopera ti ve  S ta te  R ese ar ch  S e rv ic e  ...........................

46 5, 00 0
71 0,00 0
14 0,00 0

Program  o r o b l ig a t io n a l le v e l by  f i s c a l  y e a rs ( i n  th o u sa n d s ) :

South er n
Tus so ck  Moth P in e B e e tl e Gypsy Moth T o ta l
F o re s t F o re s t F o re s t ARS, APHIS F o re s t O th er  USDA

F is c a l  Ye ar S e rv ic e CSRS S erv ic e CSRS S e rv ic e and CSRS S erv ic e A ge nc ie s

1974 1,31 0 500 100 1, 79 0 1 / 488 2 / 3, 60 0 1 / 588
1975 1,69 0 345 1,56 5 920 2, 99 0 1, 80 3 6, 24 5 3, 06 8
1976 2, 24 5 785 3, 01 0 1, 41 0 3, 66 3 4, 19 8 8, 91 8 6, 39 3
1977 2, 02 0 645 2, 99 9 1, 29 8 3, 17 5 2, 89 3 8,1 94 4, 83 6
1978 280 225 2, 90 5 1, 14 5 - - 250 3, 18 5 1,62 0
1979 - - - - 3, 23 8 1, 08 0 - - - - 3, 23 8 1,08 0

7, 54 5 2, 00 0 14 ,217 5, 95 3 11 ,618 9, 63 2 33 ,3 80 17 ,585
9, 54 5 20 , 170 21 , 250 50 , 965

1 / In c lu d es  $5 13 ,0 00  a l lo c a te d  fro m ARS. 
2 / Fu nd s a p p ro p ri a te d  to  ARS.
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ooAKranrr or acuctudu  
foust s n n c i

FOUST  FACTBOTTOM AMD CTIU XAIIOB

______________  2 S £ E »
Identification code

and F la a a c la g  ( l a  th ou aa ad a o f  d o ll a r a )

■»73 >»73

Kegaeei " j Fropoaed 
peadlag meaadaeatF r a g r w  by  a c t l v f t l e a i

D lr act program
1 .  F oraat la a d  ma aag em aat  ...............

2 .  F oraat raaaare h:
(a ) F oraat aad ra ag a mea ag a-

me at ..........................................
(b ) F o ra a t p r o te c t lo a  .............
( c )  F oraat pro duct a aad

a a g la a a r la g  .........................
(d ) F oraat ra aaarc a eco aea dea

T o ta l,  fo r a a t  ra aaa re h

-7 5

kav la ad
roqaeat

292 ,3 79

2 8 ,3 7 9
18 ,9 8 8

10 ,9 3 9
7 .8 8 2

6,040

292 ,5 79

26 ,5 79
25,006

10 ,9 39
7 .8 82

8 3 .9 8 8 6.040 69,986

3 .  S ta te  aad p r iv a te  fo r a e tr y  
c o a p a r a tl a a  ............................. ..

T o ta l ,  d lr a a t  program 3 8 6 .0 95 6.040 392.135
Bel m bu ra ab le  program

1 .  F oraat la ad  ma aag emaat  ...............
2 .  F o ra a t raaa are k ................................
3 .  S ta te  aa d p r iv a te  fo r o a tr y

c o a p a r a tl a a  .......................................

T o t a l ,  ra lm bara ab la  program

T o ta l pr ogram e o a ta , fu ad ad  1/ .
Chaaga l a  a e le e t e d  ro ao ara aa

(■ a d o li v e r a d  ord era ) ......................

T o ta l o b ll g a t lo a a  ...........................

F la a a e la g :

t e e e lp t a  aa d ra la bura em ea ta  from : 
F e d e r a l fwada ..........................................

■ ea -F e d e ra l ao wreea  .......... ..
■ ■ o b li g a te d  b a la a ea  a v a i la b le ,

■ ta r t o f  y e a r  ............................................

O aob ll ga ta d  b a la a ea  a v a il a b le
aad o f  y e a r  .....................................

Budget au th or ity  ...................

7 , MO 
1 ,8 0 0

MO

J£ a22°
3 9 8 ,0 93

2 .1 0 0

3 9 8 ,1 93

-7 ,7 0 0

-3 ,0 0 0

-2 ,1 2 8

383 ,3 87

6,040

6,040

6,040

7 , MO 
1 ,8 00

800

10 ,0 00

402,135

2 ,1 0 0

404,235

-7 ,7 0 0

-3 ,0 0 0

-2 ,1 2 8

391,407
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SKPAatnoarr ae ackic uix om  
foszst  SZKVICX

FOREST FROTXCT1OH AMS UTILIZATION

Fr og ra n and  F in a n c in g  ( l a  th ousa nds o f  d o l la r s ) - - c o a t l im e d
hlon lM ea tlnn code ..75

mou
.. 75 ..7 5

XJfiOlM
In q u e st Fr op os od R evis ed
pon di ng aa an dn an t r eq u e st

R e la ti o n  o f  o b l ig a t io n s  Co o a t la y s :

O b li g a ti o n s  1n earrad , n o t ...................... 517 ,4 93 6,04 0 393,535

O b ll gata d  b a la n e s , s t a r t  o f year . . . 71 ,8 0 5 .......... 7 1 ,8 05

O b li g a te d  b a la n c e , and o f  yea r  ( - )  . -7 1 ,8 5 1 -2 ,8 1 5 -7 4 ,6 5 3

O utl ays ............................................................. 3 8 6 ,4 04 3,2 25 389,6 29

O tt la y s  fr o n  c i v i l i a n  pa y r a is e
su pp la aa en ta l .............................................. 1 ,0 58 ...........*

1 ,0 58

1 /  In c lu d e s  c a p i t a l  o u t la y  a s fo ll o w s : 1975, $ 9 ,0 5 0  t to u sa n d .

3 5 - 0 3 0
/ S

(Mo no c ut 21.5) (Mono cut.  5) (Mono cu t: 5)
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DOjjm m rr  or aobicdltubi 
f o u r  s u t t c i

po u r  P M r ic n a i aid wiuxatioi

OBJECT CLASSIFICATION (in  thousands of  dollars)

Identification code

FOUST STOICS—Direct ok 11 gat  tone
Personnel compensation:

11.1 Permanent posit ions .....................................

11.3 Positions other than permanent................

11.5 Other personnel compensation..................

11.8 Special personal services payments........

Total personnel compensation...............

Personnel benefits:
12.1 Civilian ............................ ...............

13.0 Benefits for former perso nne l............

21.0 Travel and transportation of  persons 

22.0 Transportation of thin gs.....  .........

23.0 Rent, communicat ions, and utili ties..

24.0 Printing and reproduction .............

23.0 Other serv ices .........  ........................

26.0 Supplies and materials ...................................

31.0 Equipment ......................................................

32.0 Lands and structures.......................................

33.Q Lnwsunrnrt and Inrins ...............................

41.0 Grants, subsidies, and contributions ...........

42.0 Insurance claims and indem nities ................

4j.»  i Isssswss aad diwidsadg ................................

4 4 .0 ILafuads ■.
Su bt ot al , Di rect obliga tion *

93 .0  Quarters and su bs is te nc e charges
To tal d ir ec t ob li gati ons,  Fo rest  

le u  vi ce  •
To tal re labu rsab le  ok li gati on s,

-aaxi-----XouLxthiigatioa*. Foxaat Derrtee...
To tal ob li gati on s.  Fo rest Se rv ice . . .

is  73 i »73 .9 73

Bequest Proposed Bevlaed
anaudnent req uest

160,590 675 169,265

40,19 0 85 48,275

3,3 30 • too* 3,550

220 220

220 ,330 760 221,310

24,025 83 24,108

20 • 0 • 0 • 20

11,100 JO 11,120

12,600 25 12,625

20,923 40 20,965

3C020 20 3,040

AO,321 1,37 2 41,89 3

10,200 950 19,150

7,3 00 90 7,590

2,0 00 ......... 2,6 00

27,070 200 27,270

00 • • • • • 60

300 ,191 3,5 60 391,751
-1 .25 0 . . . . . -1 .23 0

30 6,9A1 3,560 390,501

10.000 10.000
390 ,901 3,560 •0 0,50 1

8
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DKPAiranrr op aoicvltuu 
FOUST  St tT IC S

porsst nancrioH uro otiuzatxcm

OBJECT CLASSIFICATION (in thousands of  dollars)

I dr mi nion code

ALLOCATION AOCOOWTS
Personnel compensation:

11.1 Permanent positions

11.3 Positions other than permanent

11.5 Other personnel compensation

A4~U------ AfMWwi-pa

Total personnel compensation

Personnel benefits:
12.1 Civilian .................

I till Htnefirs fwt former pc nemnel ........

21.0 Travel and transportation of persons. 

22.0 Transportation o f things

23.0 Rent, communications, and utilities ..

24.0 Printing and reproduct ion................

25.0 Other services ..........

26.0 Supplies and materials ............

31.0 Equipment .. .. .. .. . ........

lU  W I ends a n d i i m n w n  .............

A3 o lsmattmanH nnd leant ..............................

41.0 Grants, subsidies, and contributions .

41 tt Intnramra i.in imt anil iml»i»»i»«> , Total ob llg at lona , al loca tio n
ac co nnta  . • .■ e nd drestk iid iIn te r

T o ta l o b ll g a t lo n a  . . .......... ..

are  d la t r t t a t a d  *a f a l l o w  
D ep art aea t o f  A g r le u lt e r e :
Forant Sarrica
AgLna| and P la n t H aalt h In sp e c ti o n

A g r ic u lt a r a l Raa aa rch S a r r ic a  . . . .  
1W, C oep a ra tl re  S ta te  Ra aa ar ch  S a rr ic a■M il ^TiiriT ................

D ep ar ta ea t o f  te a  I n te r io r  ...............

” 73
WOT

Re gnant t T O f t l t i garla nd
pen din g m aad aaat re gnan t

5 5 ? 192 518

359 13 372

5 .......... 5

69 0 205 895

42 18 60

106 52 158

43 23 66

5 42 47

1 1

308 350 658

41 321 362

19 163 182

1,3 05 1,3 05

1 ,2 54 2 ,4 80 3 ,7 34
3 9 8 .1 95 6 ,0 4 0 £ 0 4 .2 33

396 ,9 41 3 ,5 60 400 ,5 01
710 710
465 46 5

• • • • • 1,3 05 1,3 05
1 ,2 54 1 ,2 54

9
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OKMKnflDR or ACMCTLTOU 
7 ous t sntvicx

fo ust fiotxction and ri uza ti on

 i
bh<n i IflcatIon code i.73

CSN
i. 75 i«75

foust an ne x

Kequaat
pending

Fropoeed
SSaO aea t

le vla ed

To tal number of  peraaaoat po al tloa a . . 13,071 47 13 ,11 8

F u ll -t la e  eq uiva len t of oth er  po al tloa a 6,4 40 11 6,45 1

Average pai d eaploynant ............................ 18,005 56 18 ,15 1

ALLOCATION ACCOUNTS

To ta l nuaber of  permanent po al tloa a . . 30 13 51

F u ll -t la e  eq uiva len t of othe r po al tloa a 53 2 55

Average paid employment ............................ 81 14 95

Feraoanal JH5SH Z
bhui(in< Mlloii I txlo F. T. i.73* F.T. t.7 4 F. T. j» 73

foust r a n c i
Average OS grade .......................................... 8 .5 8. 5 8. 5

Average 08 aa lar y ........................................ 113 ,503 $14 ,232 $14,232

Average aa lar y of  ungraded po al tloa a . 010 ,173 $10 ,640 $10,640
ALLOCATION ACCOUNTS

Average 08 grade .......................................... 8.7 8. 8 8. 8

Average 08 aa lar y ...................................... .. 014,072 $14,872 $14,869
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Statement of Assistant Secretary Long

Mrs. H ansen. Mr.  Secre tary, it is a  pleasu re to  have you before the  
commit tee again .

Mr. Long. I  hav e a br ief sta tem ent , Madam  Ch airma n. I f  I  may , 
I  will  rea d it.

I t is a pleasu re fo r me to have th is  op po rtu ni ty  to prese nt ou r re ­
quest fo r a bu dg et  amend ment fo r the  fiscal year  1975 budget of  the 
Fo rest Serv ice in orde r t hat  we may in iti at e an intens ive  re sea rch  a nd 
dev elopment  effort lea din g t o the con trol of  t hre e of  ou r most im po r­
ta nt  forest  pests , the  Dou glas-fi r tussock mo th, sou the rn pine beetle,  
and the gypsy  moth. We recognize the re are  a gr ea t many more. We 
hav e iden tified these  th ree  f or  a pa rt icul ar ly  in tensive p rogra m.  T her e 
was a balan ce in this. All  th ree  of these in sects a re cau sing m ajor  da m­
age  and are  an inc rea sing t hr ea t to  the for est  resources of  the  U ni ted  
Sta tes . On ly pa rt ia lly effective  con tro l mea sure s are  now ava ilab le. 
In  th is  amend ment, we are  p rop osing  a comb ined F ed eral  de pa rtm en t­
wide  and  State effo rt to deve lop the necessary effective and  safe con­
tro l methods fo r these  insects.

Res earc h b y the Fo rest Serv ice to  find alt erna tiv es  to  D DT fo r con­
tro l of  fo res t p ests  beg an in 1964, much before  the E PA  order on D DT 
in recogn ition o f the need to find othe r en vir onme nta lly  accepta ble con­
tro l m easures. Th e E PA  or de r undersco res  the  urgency of th is  proposal 
not only  to  find ben ign  con trol  mechanism s at  an ea rly  dat e, bu t to 
save the resources so vi ta lly  need ed by ou r cou ntry.

US E OF DDT

I  th ink you know, Madam  Ch air man , we are  using  D DT th is  year 
in the We st on  th e tusso ck moth.

Mrs. H ansen. I s the  sp raying  cu rre nt ly  underway?
Mr. Long. I  he ard it  was de laye d. Has  it  st ar ted ?
Mr. Reseer. I t sta rte d.  Sp raying  occ urred 1 day thus  far. Because 

of  wea ther, it  ha s been p ostponed.
Mrs.  H ansen. We hav e ha d a lot  of  ra in  an d snow.
Mr. Long. Yes. ma ’am. W e are  go ing  to  be underway very sho rtly .
Mrs. H ansen. H ow many acres do you plan  to sp ray with  DD T?
Mr.  L ong. The l as t count  I  ha d—and maybe I  sho uld  re fe r th e ques­

tion to  someone else—we were ta lk in g in th e neighb orhood  of  300,000 
to 400,000 acres. Wh ere  does it sta nd  as of  t he  vir us  count? Ha ve  we 
reduced th at  total  coverage for t he  m oment?

Mr. Smit h . Madam  Ch air ma n, the to ta l amo unt  we p lan  t o trea t is 
410,000 acres.

Mrs.  H anse n. H ow many acres are  in Ore gon  and  how ma ny in 
Washin gto n ?

Mr. Smit h . In  Orego n th ere  are 170,000 acres . I n  the S ta te  of  Wash­
ing ton  the re are  158,000 acres , and  82,000 in  the  State  of Idaho. Also 
there  are  tes t plo ts in Idah o and  W ashing ton th at  are be ing  tre ated  
along with the  others.

Mrs. H ansen. I s the  D ep ar tm en t of  Natur al  R esources i n W ashing ­
ton  and t he  D ep ar tm en t of Fo restr y and Resources in Idah o,  Oregon, 
and  W ash ing ton  p ar tici pa tin g w ith  you ?

Mr. Smith . Yes, ma’am. These  are all coo perativ e p rog ram s.
Mrs. H ansen. H ow m uch of th at  lan d in Oregon . W ash ing ton , and  

Idah o is S tate lan d ?
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Mr. Smith. Approximately one-third is private and State-owned 
and two-thirds is Federal.

Mrs. Hansen. In  the three States ?
Mr. Smith . In the three States,  yes ma’am.

COOPERATIVE RESEARCH  AND DEV ELO PME NT PROGRAM

Mr. Long. A significant pa rt of th is effort is not only the spray pro­
gram but the test programs tha t are going to parallel this  effort.

This proposal is an innovative research and development program. 
It is designed to involve the extensive internal  research competence of 
the Department of Agriculture as well as the many fine scientists and 
scientific facilities at our Nation’s universities. The cooperative pro­
gram emphasizes in its management concept a different approach by 
bringing together scientific teams under a single project leader to pro­
vide a greater concentration of effort in resolving the difficult research 
problems involved. We are confident that more rapid progress will 
result.

Mrs. Hansen. What universities are participating in th is program ?
Mr. S hea. As the programs are implemented, a number of the un i­

versities would be part icipating in the research program.
Mrs. Hansen. Do you have a list of  those universities ?
Mr. Shea. We cannot decide upon all of the universities until the 

program is fully approved and ready for implementation.
Mrs. H ansen. Are the universities in the area, which have Dep art­

ments of Fores try involved?
Mr. Long. They will certainly  be involved, Madam Chairman.
Mrs. H ansen. For  example, you have the Univers ity of Washing­

ton and Oregon State University.
Mr. Long. We will probably be doing some work in Berkeley, too. 

All these States are more or less involved and concerned with this 
problem.

Mr. Youngs. We have made preliminary contacts with a ll these lead­
ing universities, not to finalize the program but to determine what the 
options and possibilities are so that  we will be prepared to move ahead 
quickly once the program has been determined.

ALT ERN ATIVES TO DDT

Mrs. Hansen. How much hope do you have for developing alte rna­
tives to DDT in the Northwest?

Air. Youngs. We are quite hopeful of the  prospects for some of the 
alternatives which we are considering in this program.

GYPSY MO TH

Mrs. Hansen. H ow about the gypsy moth ?
Mr. Youngs. We have some good possibilities there. I t’s a more com­

plex situation because of the highly urban environment and of course 
the tendency of the eggs to be carried on vehicles, and so forth. We are 
quite hopeful tha t we can control th is within the framework outlined.

Air. Long. AVe feel that  over the years there has been a long struggle  
with the gypsy moth and that there has lieen some tendency to fra g­
ment both the State and Federal effort. One of the thin gs we propose
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to do is to  pu ll all elements  tog eth er,  wi th  a bro ad coo perativ e effo rt 
un de r a proje ct lea der appro ach. Th e State s are  general ly in accord wi th the  pro gra m.

Mrs. H ansen. Y ou have  anoth er factor  in  the  N orthwest . You  have  
the tent  ca terp ill ar s th is  year  in all your  dec iduous trees . The fr u it  
crop , I unde rst and, isn ’t too lar ge  anyway,  ye t they are  do ing  a lot of 
damage.

Mr. Long. Th at  is r ight .

INSECT  AND DISEASE RESEARCH PROGRAM

Mrs. H ansen. W ha t researc h are  you conducting in th is area?
Mr. Long. M aybe Mr. Young s would wan t to  re fe r to th e to ta l re ­

sea rch  pr og ram in  the  Fo rest Service.
Mr.  Youngs. The tot al researc h prog ram on insects and diseases 

amounts  to abo ut $10.9 m illion. Th is  is dir ected  to  most of  th e ma jor  
for est  in sects and diseases th roug ho ut  the country . You may note  th at  
approx im ate ly $1.8 mil lion  is proposed to  be devoted  to these three  
majo r inse ct pes ts in ou r previously proposed fiscal year 1975 b udg et. 
Th is is a rel ati ve ly hig h prop or tio n of the bud get  because of  th ei r 
urgency. The rest  is distr ibu ted  ove r research on such th ings  as the  
spru ce budworm, the forest  tent  c at er pi lla r and othe r insects and  dis­
eases th at  a re cri tic al to forest s in  a ll par ts  of  the c oun try.

Mr.  Long. Th is completes my forma l sta tem ent to you and  to the  committee.
Mrs. H ansen. Mr.  Res ler?

Statement of Associate C hief  Resler

Mr. Resler. Madam  Ch air ma n an d mem bers  of  the  committee, we 
are  here tod ay  to discuss wi th you ou r pro posed 1975 budget am end­
ment in th e amount of  $6,040,000 to  ca rry  ou t expan ded  efforts  on three  
for est  insect pests. The insects a re the Do ug las-f ir tus sock moth , so uth ­
ern  p ine  bee tle, and the g ypsy moth. The se insects are  m ajor  damager s 
of forest s in th e Un ite d States ; the Douglas -fir  tussock mo th in the  
West, the sou the rn pine beetle, in  th e South , and t he  gyp sy moth in the  
Northeas t. In  all  o f these a rea s th e prob lem  is sp read ing and  as we ga in 
some con trol  in one spot  the epid emic flares u p again  in  a neigh borin g area .

Effective con trol of  t he tussock mo th an d the gyp sy mo th ha d been 
at ta ined  with DD T. How ever , the  env ironm ental problems associated 
with DD T have restr ict ed  its  use fo r tussock  m oth an d eliminated  its 
use fo r gypsy  moth . Th ere  is a cri tic al need  fo r the dev elopment  of 
subs titute m ethods  which a re effective, and  en vir onme nta lly  sui table.

The south ern  pine beet le is the most destruc tiv e insec t enemy of 
sou the rn pines. E pid emics  pe rio dic ally develop in  commercial  pin e an d 
pine-hardwood for est s th at occupy more th an  60 mil lion  acres in 10 
South easte rn Sta tes . Annual kil l by the  south ern  pine  beet le amounts  
to appro xim ate ly 1.4 bill ion  bo ard feet of  saw timber.

Mrs. H ansen. W ha t is the valu e of th at  1.4-bil lion board  feet  and  
how many  houses wou ld i t construct ?

Mr. Resler. We can  give  you tha t esti mate.
Mr. Yates. W ith presen t m ortgage  ra tes  ?
Mrs. H ansen. Ins er t th e in form at ion in  the record .
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Mr. Resler. We would  be please d to  do so.
[The  inform ation  requ ested fol low s:]
1.4 billion board feet of so uthern pine sawt imber would have  a stum page value 

of abou t $150 million (based  on first qu ar ter  1974 average  prices) and  would 
provide the necessary softwood lumber and plywood to construct about 140,000 
single-family homes.

SALVAGEABLE TIM BER

Mr. Resler. Sub sta nt ial  volum es of bee tle-kill ed tim be r are usu ally 
salv ageable, b ut  va st q uanti tie s m ust  be le ft in t he  fo res t.

Mrs . H ansen. I sn ’t  th is one o f y our reasons fo r forest  fires?
Mr. Resler. Yes, ma ’am. I t makes a subs tan tia l co ntr ibuti on  t o the 

fores t li tter  and inf lam mabil ity  of  t he  forest as well.

PROPOSED RESEARCH  PROGRAM

All  thre e insects will be at tac ked wi th the o bjec tive  of im ple me nting  
the  a vailable  te chnological impro vem ents fo r red uction of  losses f rom  
the  insects and dev eloping and ev alua tin g new sh or t and lon g term 
forest  a nd  pest  managem ent  systems whi ch will  e ffectively suppre ss o r 
pre vent infest ations.

We  propose to  assign pers onnel, fac ilit ies , and  o ther resources of  the  
Fo rest Serv ice rese arch a nd  fo res t pest  manag ement  program s, v arious 
uni ver siti es,  CS RS , A P H IS , and ARS,  to  achieve the  proje ct  objec­
tives.

Th e plan ning  fo r th is  pro jec t has been thorou gh , the need is cle ar 
and urge nt , and we are  confident th at we can  make rea l pro gre ss in 
solv ing  these m ajo r problems.

We  wil l be plea sed to  res pon d to any  questions you m ay ha ve re ga rd ­
ing  t hi s ame ndm ent .

Mrs. H ans en. Fores t insect pest s hav e been wi th us fo r a v ery  long 
time.  W hy  is th is reques t being made at th is tim e ra th er  th an  in  the  
regu lar fiscal  ye ar  1975 budget?

Mr. Long. May  I  sp eak  to  th at ?
Mrs . H ansen. Yes.
Mr.  Long. I  can’t, of course , spe ak to the years  before  we sta rte d 

the  pr ep arat ion of th is cu rre nt  program , about 8 months ago, bo th the  
management  and the prog ram arr angeme nts  th at  hav e finally  been 
worked  out. We  hav e fina lly worked  th roug h the proce ss of ou r own 
De pa rtm en t an d the admin ist ra tio n to  th is  heari ng . I t  took us th is 
long to br ing the prog ram  to you. I  apologize fo r the  fact  th at  it is 
no t a part  o f the  regu lar pro posal  which, in  the  fu tu re  i t wi ll be.

Mrs. H ansen. I n  your  long-term  forest  prog ram t ha t Mr. McGui re 
desc ribed to the committ ee, what was the  est ima te per ye ar  fo r th is  
type  o f research ?

19 7 5 BUDGET FOR RESEARCH

Mr. Resler. Fo re st  insects and disease research in the fiscal 1975 
budget was $10.9 m illion.

Mr. L ong. Was  the questio n spec ifica lly to the three  insects or  all 
insec ts ?

Mrs . H ansen. A ll insects.
Mr.  L ong. All rig ht .
Mr.  Resler. T he  figure  over a 5-y ear  p eriod  is abo ut $87 m illi on  at  

the  h igh supp ly level.

3 5 -6 50  0  -  74  - 2
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Mrs. H ansen. How much do you have in your regula r budget this year?
Mr. Youngs. $10.9 million has been proposed for fiscal year 1975.Mrs. H ansen. So this request of $6 million would be in addition to the $10.9 million. You also have language in the 1974 supplemental which provides tha t the funds will remain available until expended. So, actually, you would have this year almost $17 million. And you would also have whatever is unexpended in fiscal year 1974. Is n’t th is correct?
Mr. Resler. Yes, Mrs. Hansen, except I  th ink it needs to be recog­nized that the bulk of the increase in the supplemental is exclusively for control rath er than research as such. The no-year funds would apply to the control program.
Mr. Campbell. The recent provision in the supplemental refers to the control only. This is the research.

research areas

Mrs. H ansen. You have given us the th ree insect pests included in this research program. Why were no others included?
Mr. L ong. Other research is ongoing in these areas. We didn ’t feel we could accelerate all of the major pests that we have in the  forests. We had to identify some within the tota l. We felt these were the most destructive.
Mrs. H ansen. W hat insects are not included in this research pro­gram?
Mr. Shea. The ones that are not listed.
Mrs. Hansen. Please list the major ones.
Mr. Shea. The main ones not included in this program are the mountain pine beetle, the larch casebearer, the spruce budworm. in the Northwest, and the  forest tent caterpil lar.

AN NU AL  DESTRUCTIO N

Mrs. Hansen. Please insert in the record for us the amount of board feet per year tha t those insects destroy, the value of the timber de­stroyed, and the number of houses this will construct.
Mr. Resler. Yes, ma’am.
[The information follows:]

It  is estim ated  the  loss from the weste rn bark  beetle, larch casebearer, spruce  budworm and the  forest ten t caterpil lar  to be approximately 4.3 billion board feet of stan ding timber each year. The value  of the timb er is estim ated at $200 million. This  timb er would supply enough lumber and plywood to cons truct  430,000 typica l homes.
TUSSOCK MO TH RESEARCH

Mrs. H ansen. You are requesting an additional $1,640,000 for tus ­
sock moth research. What are the details? What specific projects will the Forest  Service be undertaking  and what projects will be carried out by the Cooperative State Research Service ?

Mr. Long. I will ask Dr. Shea to respond to that  question.
Mr. Shea. Specifically in the projects tha t will be carried out on the tussock moth, we will be looking at the operational use of a num­

ber of suppression agents. We will be looking at the integra ted com­bination of those agents in control programs. We are also looking a t
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systems for surveying the population damage. This  will enable bet ter 
prediction of the impact of the outbreak. We will be doing  a number 
of field tests, safety tests and airplane testing with chemicals for 
controlling the tussock moth. We will also be conducting field tests on 
the virus and the bacterium as biological controls.

Mrs. Hansen. Do you work with the Bureau  of Spor t Fisheries and 
Wildlife?

Mr. Shea. On work with the tussock moth, the Bureau of Sport  
Fisheries and Wildl ife is involved in looking at the pesticides in 
relation to fish.

Mrs. Hansen. You have big salmon runs in the same country where 
the tussock moth is present.

PROTECTION AREAS

Mr. Resler. I might add, Madam Chairman, tha t as far  as this 
kind of research is concerned—and for all research involving forest 
lands in general—our objective has been, and will continue to be, to 
work with all of the agencies, Federal and State, and the univer­
sities, tha t have a direct interest  or concern with the specific kind 
of research.

Mr. Long. I might add, Madam Chairman, tha t we are operating 
under an order from E PA  in terms of the application of DDT in the  
tussock moth area. They have considerable concern over the amount 
of protection for adjacent streams and other free-flowing water, and 
so on. I have forgotten how wide the protection band around these 
waters is, but it ’s quite substantial.  I t ’s an extra precaution. We really 
don’t feel th at the level dosage we are applying of this materia l will 
be a serious problem.

Mrs. H ansen. You have an additional problem because of the flood 
waters on the  Snake River. Your banks flood, so tha t sometimes your  
band of protection probably isn't wide enough to take care of the 
overflow on those banks. Isn’t this correct ?

Mr. Long. I t could well be. I  would suspect the  program would be 
adjusted wherever that  situation exists.

Mrs. Hansen. You will have a good chance to watch it this  year 
because of the heavy snow pack on the Upper Snake and Upper 
Columbia Rivers.

Mr. Resler. There is a 200-foot band on either side of w ater courses 
to avoid direct deposition of pesticides in water. In  other work we 
have done in the past, in similar operational projects, we have used 
the same basic guidelines. A very minimal amount of DDT actually 
finds its way into the water courses.

Mrs. Hansen. Except if  you have a flood.
Mr. Resler. B ut it would take a very substantial flood, we think, 

in order to be that damaging.
Mrs. Hansen. You have had some substant ially high waters in 

those areas. You don’t have the same kind of a dam system in tha t 
area as you do on the lower river.

Mr. R esler. Tha t is right. My po int is th at the applications would 
not be in water courses. A more likely cause would be from runoff 
immediately following application.

Mrs. H  ansen. If  the  tussock moth is spread  by the river, you then 
have another problem.
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Mr.  Kesler. Yes, ma ’am. We  would have  to  res or t to some oth er 
typ e of  control  or  accep t the  dam age , one of  the  two.

Mr. Shea . T his is one of the  reasons why  we are  looking fo r saf er 
chem icals to use i n these are as.

Mr.  Veysey. I s there an othe r type  of  con trol  now kno wn th a t is rea lly  use ful  ?
Mr. Resler. Th ere  a re othe r c ontrol m echa nism s t hat  show prom ise.
Mr. Veysey. Y ou list three  o r fo ur  you are  going to st ar t res earch ­

ing,  bu t I  mean that  are  ava ilab le th is  year .
Mr. Resler. I  wou ld say there are  none  th at  we would  conside r 

effective on a large-scale opera tio na l basis . In  sma ll con trol circum ­
stances, there are  othe r chem icals , such as we hav e show n here , 
th at  show prom ise. On thes e very na rro w str ips, say, 400 or  500 feet 
wide a long s trea ms, in a ll prob ab ili ty  f rom an opera tio na l sta nd po int, 
you  wou ld hav e to suffer some losses as we now ope rate .

zectran

Mr. Long. I  th in k it ’s in teresti ng  to  ad d th at  Zectra n was  tested 
extens ively last yea r. The m an uf ac tu re r is ceas ing pro duction . So 
it  pro bably  wil l no t be ava ilab le.

Mrs. H ansen. Why?
Mr. Long. The sales have been low. The effectiveness  of  the  insec­

tic ide  has  been low and pa rt icul ar ly  fo r tussock mo th, of course, it 
has so lit tle  persistence, to the  deg ree th at it  has  been ineffective. 
Th at  fir st test fa ir ly  well establ ished th at . We di dn ’t ind ica te any  
wide use fo r it th is  year  fo r th at purpose. App aren tly  the  sales  are 
too low to  susta in the  pro duct.

Mrs. H anse n. We re the  sales  low because the y expected  to obtain  DD T,  whi ch was more effective?
Mr. Long. I  th in k we hoped to subs titute  fo r DDT and could not  

do it . I t  has  no t been successful in t he  app lic ati on  they  have previo usly 
tri ed  in th is  area . Maybe Mr. Young s or  some of the oth ers  who 
are  fam ili ar  wi th othe r areas where Ze ctr an  ha d been used could 
comment. We did  no t propose to use it to  any ex ten t here th is  year.

Mr. R esler. We  un de rst an d there  is a new form ula tio n ava ilab le 
and will be te sted th at has a h ighe r orde r of pers isten ce. I  t hi nk  the re 
are som eth ing  like 5 gallons avai labl e.

Mrs. H ansen. Th at  will  no t be very he lpf ul.

RESTRICTION ON USE OF DDT

Mr. Veysey. You are severely res tri cted  on the  use of DDT at  the  pre sen t tim e?
Mr.  Resler. Yes, sir.
Mr.  Veysey. I s it  to ta lly  banned?
Mr. L ong. Yes, sir.
Mr.  Resler. We  h ave  the  eme rgency au thor iza tio n fo r use on th is 

one case, th e Douglas-fir tussock mo th, bu t wi th  very  ti gh t constra int s 
on me thods of  appli cat ion .

Mr.  Veysey. Be ing  rem ote  fro m the waterways,  and so fo rth ?
Mr. Resler. T hat  is one of  the  constra int s. Of  course, th at is one 

cons tra int  we deve loped as a result  of ou r own rese arch and have  
followed since  we began a pp ly ing D D T with he licopters an d mo st other
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chemical applications, even herbicides, who have a lower order  of 
impact on marine organisms. Those also are not applied in water 
courses.

EMERG ENC Y USE OF DDT

Mr. Y ates. Why is there an exception in the case of the Douglas 
fir to the ban on DDT?

Mr. Resler. I would have to say the magnitude of the problem 
and losses involved were major factors. There is a tremendous area 
tha t is infested to varying  degrees. There is something in the neigh­
borhood of over 400,000 acres th at will be treated this year under the 
EP A emergency authorizat ion to use DDT. I t’s a matter  of the mag­
nitude of the problem plus the fact tha t the insect epidemic continues 
to show signs of enlarging this year.

We were denied the request we had made for use of DDT last year 
by EPA . In  tha t case we used a number of other insecticides on a 
pilot project basis tha t were available to us. B ut we were just plain 
unable to stop the epidemic with these less effective pesticides.

This year , as a last resort, the E PA  did authorize emergency appli­
cation of DDT.

Mr. Yates. H ow many acres are affected?
Mr. Resler. I think  there are something like 1 million acres th at 

are recognizable from aerial surveys as being infested to varying 
degrees. There are between some 600,000 to 800,000 acres tha t are 
defoliated in varying degree and something like 400,000 acres heavily 
defoliated tha t are included in the control project.

Mrs. Hansen. Isn ’t it true the destruction east of the mountains 
could well spread west of the mountains?

Mr. Long. T hat is one of the things  which I felt concerned us all.
Mrs. H ansen. If  they spread into the Western mountains you 

would have complete disaster.
Mr. Long. It  was moving very rapidly to the east in Idaho, which 

is another area that  we felt we had to get under control as quickly 
as possible. No other  material that  is more effective is available to us, 
or known to us.

USE OF TIM BER DESTROYED BY INS ECT S

Mr. Evans. What , if anything, do you do with tha t timber  which 
has already been destroyed by these insects? Is it usable?

Mr. Resler. Yes, sir. A large percentage of it is. Again, i t depends 
upon the species as to how long i t will be usable or salvageable. Some 
species deteriorate very rapidly . It  depends on the question of acces­
sibility, if the forest is well roaded, one can get in and salvage the 
materials.

Mrs. Hansen. Which it won’t be i f the 0MB has its way.
Mr. Resler. There are some substantial areas which are  not roaded.
Mrs. Hansen. Do you think any purchaser of salvageable timber 

is going to put a heavy investment into roads ?
Mr. Resler. Obviously there is a disincentive.
Mr. Evans. As a matte r of policy, could you tell me what you 

do in these areas that have not been logged and the trees are k illed by 
insects?
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Mr. Resler. We make every conceivable effort to salvage all of the  
usable material.

Mr. E vans. H ow?
Mr. Resler. By going in and logging selectively, or by clear-cutting, 

or whatever seems appropriate to the area.
To answer your question specifically, we make a concerted effort to 

shif t as much of our program and efforts into the salvage of tha t 
material  as we possibly can.

Mr. Evans. Is it used for lumber or pulp  or for both ?
Mr. Resler. I t is used fo r all purposes. Fo r instance, in the Douglas 

fir, hemlocks and spruces and the white firs tha t are heavily affected, 
all of that materia l can be salvaged and used if we can get to it quickly 
enough. Some of the white woods do deteriorate quite rapidly .

Mr. E vans. How long?
Mr. Resler. Wi thin 2 to 3 years you have a loss in the structural 

qualities of the wood. But  it can still be salvaged and used.
There is a period of 2 or 3 years, particularly  in Douglar fi r, where 

there is a very limited amount of defect tha t occurs in the standing 
dead timber. In  some of the other species such as I mentioned, the 
white woods deteriorate much more rap idly, but they can still be used 
for chips and things of this type.

PO SSIBILI TIES  OF FIR E

Mrs. H ansen. The tussock moth problem is one of the ingredients 
tha t could cause a disaster as far  as fires are concerned. Isn ’t this 
true?

Mr. Resler. That is true.
Mrs. Hansen. Isn ’t this one of your problems each year? You 

never know when a dry season will come. You have the dry winds 
out there and no rainfall.

Mr. Yates. H ow does that follow? When the tussock moth ravages 
an area, are the trees particularly  fire prone ?

Mr. Resler. They are in the air. There are usually lots of red-tops 
associated with them. In  other words, the defoliation will be suf­
ficient to kill the tree but, nevertheless, there are still a lot of aerial 
fuels. Particu larly during the period of the year when lightning strikes 
or is ra the r prevalent it is very easy to get a fire s tarted in tha t k ind 
of a fuel situation. In fact, we had one or two last year. One at La 
Grande was directly associated with the  tussock moth-killed timber. I t 
was just on the outskir ts of La Grande.

TUSSOCK MO TH  AND GYPSY MO TH

Mr. Yates. H ow long have you been fighting the tussock moth and 
the gypsy moth ?

Mr. Resler. The tussock moth is a native species tha t has been with 
us for a long time. It goes in cycles.

Mr. Yates. How long ?
Mr. Resler. Mr. Smith says 100 years for the gypsy moth.
Mr. Yates. You have been with the Service a long  time. Does vour 

memory of the tussock moth go back to the time you entered the 
Service ?

Mr. Resler. Yes, sir.
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Mr. Yates. And beyond that ?
Mr. Resler. Yes, sir.
Mr. Yates. How many years is that  ?
Mr. Resler. I  would say back 20 years in my own case, bu t it  oc­

curred long before that.
Mr. Yates. Were you using DDT on the tussock moth back when 

you first entered the Service?
Mr. Resler. Tha t is right.
Mr. Yates. You were or were not ?
Mr. R esler. We were in more limited  scales, bu t then it developed 

to where it was used rather extensively. I was supervisor, in fact, 
on the last major appl ication of DDT on the forests in eastern Oregon.

Mr. Yates. How long ago was tha t ?
Mr. Resler. In  1965.
Mr. Yates. The question that  is in my mind is if you have been using 

DDT until it was banned recently, why were you never able to con­
trol i t then ?

Mr. Resler. You don’t absolutely stop the  tussock moth. You don’t 
eliminate it. We are  not really t rying to completely eliminate any in­
sect. We were try ing  to control the epidemic in  those previous cases, 
including the spruce budworm and other insect defoliators. DDT 
did prove effective in reducing the epidemic. I t d idn’t eliminate all the 
insects, obviously.

Mr. Long. But it d id control the tree damage. I t reduced the dam­
age substantial ly. No damage has ever been so great as that which we 
have had in the last couple of years.

Mr. Resler. For instance, in the ear ly fifties, I can recall a specific 
example in which we had a very heavy blowdown in the west side of 
Oregon and Washington, with major  losses from windfal l, that cre­
ated a circumstance in which the Douglas fir  bark beetle built up very 
rapidly . There were losses in the multipl ied billions. I thin k over 
3 billion feet of timber were actually killed as a result of tha t infesta­
tion. The primary control method there was trappin g, as I  indicated 
earlier. But there were very strenuous and very severe losses tha t 
occurred as a resu lt of it. It  was so widespread that no specific control 
there was much of a factor.

Mr. Yates. Perhaps I don’t recognize how difficult it is. I think 
I do recognize how difficult it is to fight these pests, but you have been 
fighting this one for 20 years and you have been given money to 
fight them for 20 years. We apparently still don’t have any break­
throughs , do we?

Mr. Resler. I would say we do not have usable control in the 
defoliators.

Mrs. Hansen. H ow long have we been fighting cancer?
Mr. Yates. I think probably not as long as they have been fight­

ing the tussock moth.

EFFECTIVE NE SS OF DDT

Mr. Resler. Mr. Yates, where the defoliators are concerned, DD T 
is an effective control mechanism. It  just happens  to have some envi­
ronmental side effects.

Mr. Yates. Let me pause on this for a moment. When you say we 
have defoliators and DDT is an effective agent, in what way? Do
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you kill the mature bug? Do you kill the larvae? Do you kill the growing bug? What is this tha t you attack?
Mr. Resler. You eliminate the larvae when it is feeding on the leaves of trees. T hat  is the stage where you can effectively stop it. Mr. Yates. By spray ing the leaves?
Mr. R esler. Yes, sir. Tha t stops the epidemic. Larval populations drop back down to what we call an endemic or natu ral level. It  may not bother you again  fo r years. I t may spring up at some other  point. This has been the problem we have encountered over the years.The means I was talking about earlier, in t rapp ing,  of course, th at is primarily control of the bark beetles in tha t group. The only known effective control on the defoliators thus far  is apply ing various pesti­cides tha t kill in the larval stage. This has been done effectively. What we are concerned with  now is trying to find pesticides th at are more benign, tha t is, are not harmful to non-target species and par­ticularly the mammals and animals of the area.

spraying of lands

Mr. Yates. You are spraying the national  forests. What are the private companies doing?
Mr. Resler. Under  these circumstances we are spray ing all own­erships. Could you give us an estimate, Russ, of the percentage of ownerships tha t is included in this project?
Mr. Smith. Madam Chairman, of the acreage involved in our operations, about one-third  is private ly owned and two-thirds is on Federal lands.
Mr. Yates. Does thi s cover the entire area where the tussock moth is a predator?
Mr. Smith. Yes, sir. It  would cover the entire project area. You have to cover all of it.
Mr. Yates. Are none of the other areas affected in the region?Mr. Resler. To a lesser degree.
Mr. Yates. Can you draw a line and say this is the area of the tussock moth or the gypsy moth?
Mr. Resler. Yes, we can do th at to a degree, recognizing tha t we are not perfect in this estimating process. But you can fair ly well determine where the intensity of the infestat ion is such as to cause heavy defoliation. That is the area where the primary thru st is being 

applied. If  we had pesticides th at were not as pers istent as DDT is, such as some of these which show some real promise, I am sure we would be apply ing it more broadly.
As it now stands, we try  to keep the DDT application sharply con­strained  to where the heaviest infestat ion occurs.

USE  OF  AL TE RN AT IV ES

Mr. Long. The importance of the program we are proposing here is to, of course, find alternatives . We are using biological materials as well as chemical test a reas in order to try  to come up with the most effective means of control, so we will not have to use DDT and other 
persistent pesticides in the future . We make a promise to ourselves, to you, and the E PA  and others concerned tha t we will not be calling for the use of DDT in the  future  as soon as we can come up with the 
research that  will give us an alternative.
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Mr. Yates. Wha t did you use last year? You had the tussock 
moth then.

Mr. Long. We did not use DDT. We requested it  and i t was denied.
Mr. Yates. Wha t did you use?
Mr. Resler. Zectran was one. There were several others.
Mr. Yates. Which did not do the job apparently.
Mr. Resler. Not adequately.
Mr. Smith. We conducted a pilot project using Zectran to see 

whether it would work. The results were not too confirming. In  fact, 
they were not successful in the case of the  tussock moth. We used 
carbaryl and dylox as a spray for gypsy moth.

IRRIT ATION S CAUSED BY TUS SOCK MO TH

Mrs. Hansen. You had a lot of problems in last year’s program, 
as I  remember, with workers being affected by skin irrita tions.  Isn ’t 
tha t correct ?

Mr. Resler. Yes, ma’am. The tussock moth tends to cause irrit ations 
when they get to heavy populations, such as you are actually suffering 
heavy kiil of trees and woodworkers and people go th rough the in­
fested areas. In fact, the spread was so great  tha t they expanded into 
urban areas and they can be troublesome. Some people are part icu­
larly  sensitive to the tussock moth.

Mr. Yates. To the moth or to the chemical ? I do not understand 
your question.

Mr. Resler. To the larvae of the tussock moth itself.
Mr. Long. There is a very fine hair fuzz on this moth.
Mr. Resler. I  was tryin g to lead up  to a general resume of the  kinds 

of major insect infestations we have suffered over the years tha t have 
caused major losses. We see in the tussock moth control proposal an 
opportunity hopefully to develop a real breakth rough so tha t we can 
effectively control this pa rticu lar moth.

There are others tha t are going to continue to be major  problems to 
us, but this  is the one that is the most dramatic at the moment.

Mr. Yates. Mr. McDade earlier  this  year asked about controlling 
the gypsy moth in his area.

Mrs. Hansen. Mr. Veysey ?

TUSSOCK MO TH

Mr. Veysey. I  understand tha t the tussock moth has been wi th us 
for a very long time and in the past it has made some serious attacks, 
apparently in a cyclical manner like every 10 years or so.

Mr. Long. Every  7 to 10 years.
Mr. Veysey. Is i t known whether tha t is related to whatever holds 

the tussock moth in restraint ? Or is it just a natural cycle like the 
locust?

Mr. Shea. These are items tha t we have built  into the program, 
looking a t the natura l controls, the parasites and preda tors and na t­
ural viruses and climate and factors of this sort. We would be con­
cerning ourselves with the prediction of population changes, and dam­
age in the forests.

Mr. Veysey. Are there known natu ral preda tors for the tussock 
moth?

Mr. Shea. Yes, sir.
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Mr.  Veysey. B ut  t hey do no t inc lude th is  vi rus or  othe r tre atmen t 
th at  you a re p roposin g ?

Mr. Shea. Th e v iru s is a  n atur al  v irus. Th e bacte rium is a b acter ial  
disease.  These are a gro up  of  micro bia ls fo r the con trol of  certa in 
insects .

Mr.  Veysey. But  there are  addi tio na lly  some insect pred ators or 
othe r typ es o f predato rs.

Mr.  S hea . Yes, there are .
Mr.  V eysey. You don’t  know wh at they  are or wh at promise the re  is 

th at  they  might  be encouraged ?
Mr.  Shea . A t th is po int we know very li ttl e abo ut the pa ras ite s or 

predators of  t he  tussock moth. We  know t he re  are  a numb er of  them , 
bu t how th ey might  be used we do not know.

Mr.  R esler. I t hi nk  th is  would be th e key po int , Mr . Veysey. I t ’s one 
th in g to  know th at  ce rta in  insects are  predato rs.  I t ’s som eth ing  else 
to develop the m ethod o f being able to  use them effectively.

RESEARCH  AND CONTROL FUNDS

Mr.  Veysey. D o I  un de rst and th at  the addit ion al $6 mi llio n th at  
you are  askin g fo r is essent ially all  direct ed into th is  researc h en­
deavor  ? Or  is some of  t hat  fo r control in the  infested areas ?

Mr. Resler. Thi s is exclus ively research.
Mr.  V eysey. Th at  is on t op  of wh at is a lre ady in the  bu dget fo r con­

tro l pu rpo ses  ?
Mr.  R esler. Yes, sir.
Mr. V eysey. Which is adequ ate  or sufficient ?
Mr.  Resler. We  think  it  is adequ ate  fo r th is  year .
Mr. Veysey. Tha nk  you.

SOUTHERN  PIN E  BEETLE

Mrs. H ansen. You are  req uesting  an addit ion al $1,885,000 for 
sou the rn pin e beetle research . Give us the expla na tio n and jus tif ica ­
tion f or  this request .

Mr. Shea . Madam  Ch air ma n, du rin g the 5-year  prog ram it  is 
proposed we will be learning  how to  pred ict  the  insect populat ion s, 
dam age  or  im pact and the sus cep tib ilit y of the  fores t wi th the idea  
of de tec ting outbreak s very ea rly  when  the  con trol can  be most 
effective.

We  wil l also be looking at  field and safet y t ests , f ormula tio n stud ies, 
and use pa tte rn s fo r pheromones and othe r beh avior  chemicals used 
fo r survey  and suppres sion . We will  be looking at new or imp roved 
tox ica nt for mu lat ion s and  methods of  using  them fo r contr ol lin g the  
sou the rn pin e beetle.

We wil l be looking at  the various fac tors which contr ibu te to hos t 
susce ptibil ity  and sta nd  fac tors, th at  is, forest  manag ement  practices  
which contr ibu te or  decrease s usc ept ibi lity .

We  wi ll be looking  at  the n atur al  enemies as po ten tia l contro l a gen ts 
aga in. We know t he  south ern  pine  beetl e has a nu mb er o f p ara sit es  and  
pred ators an d a numb er of  diseases. We wi ll be loo kin g at  these.

From  the research we hope t o de velop an o ptima l fore st o r pe st m an ­
agemen t system, u sin g the  in form at ion t ha t we gain  from  the  prog ram  
ove r a 5-year per iod ..
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Mrs. H anse n. You note th at  th is  proje ct wil l tak e 2 years  lon ger 
th an  t he  oth ers  because  the  problems are  m ore complex. Do you  w an t 
to expla in th at ?

Mr.  Shea . The s outhe rn pine beetle, a s you know, sp rea ds  ac ross  the 
whole South . Th ere  is  a va rie d and complex set of  cond itions,  i nvolv ­
ing  the forest , the  soil, and oth er fac tors. We  probably know less ab out 
the southe rn pine beetl e th an  we------

Mr. V eysey. You di dn ’t know much abo ut t he  tussock  moth .
Mr.  Yates. Y ou know a l ot about it. But  tha t doesn’t m ean  you can  

con tro l it.
Mr . L ong. I  could arg ue  only t hat is  no t qu ite  tru e.
Mr. Shea . I t ’s a m uch more  com plex  sit ua tio n. Wherea s w ith  the d e­

folia tor s, you can  move tow ard chem ical  or  b iolo gica l c ontro ls, dir ec t 
con trol for the south ern  pine bee tle is much more complex  th an  it  is 
fo r th e d efo lia tor .

Mr.  R esler. Mada m Ch airma n, as I was me ntioning  ea rli er , you are 
well aware  of  the m ajo r losses t hat  have occ urred in th e p ast  as  a resul t 
of the  ba rk  beetles.

Mrs . H ansen. Yes.
Mr.  Resler. T he  con trol  mechanisms  are very, very lim ited. Ho pe ­

fu lly , there would  be eno ugh  comp arab ili ty  in th is resear ch in  the 
south ern  pine bee tle th a t the  knowledge migh t be ex tra po la ted to 
othe r areas to  trea t, or  at least give us some be tte r ins igh ts in to  some 
of the othe r beetles th at  are  in th e same basic fam ily . I  th in k th at  
migh t be  a spinoff  value t o this  par ticu la r pro gra m.

Mrs . H ansen. Will  that  assist  you in the Rocky Mounta in are a?
Mr. Resler. We  are  hopeful  th at  th at  knowledge  wou ld be use ful  

to a degree. At leas t it  migh t pro vid e some im po rtan t ope nings and 
new research lin es in connect ion w ith  mo un tain p ine  beetle.

Mr.  Long. M adam Ch air ma n, wi th the hop e th at  the prog ram can 
have spinoff values  as to the deg ree it  can  be use ful , it  is no t goi ng 
to change  the  th ru st . The dir ec t th ru st  wil l be fo r thes e th ree insects 
and the y will  be conce ntrate d upo n in ter ms of researc h. Th ere  are  
ma ny simila rit ies  in  te rms of  th e fam ilie s o f i nsec ts on which we h on “ 
to use  the i nfo rm ati on .

MOUNTAIN PINE  BEETLE

Mrs.  H ansen. You reques ted fund s fo r the mo un tain pin e beet le 
in a sup ple me nta l, bu t you are no t req uesting  fund s fo r it  in th is  re ­
quest , I  am  cu rious as to  why ? I  un derstood it  was a m ajor  p rob lem  in 
the  Roc ky M ounta in Sta tes .

Mr. L ong. I am sure tha t is  corr ect . Fr om  the ou tset, in  th is  program , 
we did no t a tte mpt  to  con cen tra te on o ther  insects , o ther  th an  th e three  
we have identif ied. There  are  othe r program s ongoing  th at wi ll con­
tin ue  on wi th the  work  in  ot he r inse ct areas. W e a re not stop ping  th at . 
The prog ram s are  c on tin uin g at  th ei r pre sen t level. Thi s is an acce ler­
ated leve l over w hat we have  att em pted  to do in these thr ee  insect areas.

Mrs . H ans en. W ha t is the level  of  spendin g fo r the Roc ky Mo un­
ta in  Pine  beet le in fiscal ye ar  1974 and 1975?

Mr.  R esler. Could we su pp ly t ha t ?
Mr. Youngs. We  don’t hav e it  spec ifica lly fo r the Rocky  Mo un­

ta ins area, bu t we can  supp ly th at .
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[The information follows:]
Research on control of the mou ntain pine beetle is funded at  $267,000 in  fiscal yea r 1974 and  will be funded at  $281,000 und er the budget proposed for  fiscal y ear 1975.

EFF ECTS OF DDT ON FIS H  AND WATER

Mr. Yates. In  your use of DDT in the past, has it ever showed up 
in fish in the area ? Does the DDT go into water tables and then into 
streams and then into the fish ?

Mr. Shea. As I  understand your question, it is whether or not DDT does go into the fish if it gets into the water.
Mr. Yates. Where you have used it. I know it does. I t has been 

found in fish in various places in the country and it  has had a very bad 
effect on birds and on other animals. In your experience, where you 
have sprayed the forests with DDT, have any of  the Government agen­
cies found subsequently tha t, as a result of your spraying or the use 
of DDT, it was found in the water and in the fish that people eat ?

Mr. S hea. I  am famil iar with a spray program for control of the 
hemlock looper on the West Coast where DDT was used a number 
of years ago. There were small amounts of  DDT detected in the wa ter and some of the fish food.

Mrs. H ansen. Wasn’t the problem with your oyster beds?
Mr. Shea. The oyster beds were the primary problem. There was no DDT level detected in oysters.
Mr. Yates. What does tha t mean, tha t they were detected in one 

area and not in another? You say they were found in the oyster beds. 
They were found in the oyster then, weren’t they?

Mr. Shea. There was no DDT found in the oyster,
Mrs. H ansen. On Willapa Harbor?
Mr. Shea. Yes; where the rivers drained into the bay from the 

sprayed area. Here again it was a very carefully monitored spray  and 
they stayed away from the streams insofar as possible.

DDT EFF ECTS ON BIRDS

Mr. Yates. Wha t happens to the  birds in the areas tha t you spray ?
Mr. Shea. I don’t have any data on that .
Mr. Kesler. Mr. Yates, the spray  project I was refe rring  to earlier 

in 1965 was very tigh tly monitored, both by our own organization 
and by a number of other State and Federa l agencies. There is a 
comprehensive report  out on tha t monitoring  effort.

I think  it ’s clear tha t any time you apply a hard  pesticide, it ’s 
going to show up some place along the chain. That  certainly was the 
case there. There were minor quantities, but detectable, nevertheless, 
found in various animals. But all a t such level, as I recall the  report, 
tha t it was not significant in terms of its effect on their health.

I am not aware of any losses of fish as such yet. There were fish 
found in the streams tha t did have detectable quantities of DDT in them.

I guess my point would be, as near as I  can recall, levels of DDT 
tha t were experienced following that 1965 project were within accept­
able limits. One must recognize th at DDT is a hard pesticide and it ’s 
going to show up. I t’s a question of whether or not it ’s significant 
enough to cause long-term damage.
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Mr. Long. We could say this, tha t the question of the seriousness 
of DDT is in dispute among scientists. They disagree quite substan­
tially. There is one scientist, I think in Berkeley, who eats DDT  every 
so often with no ill effects as yet known.

Mr. Yates. As yet.
Mr. Long. He is still alive.
Mr. Yates. How long has he been eating it?
Mr. Long. I don’t know.

MISUNDERSTANDIN G ABOU T EFF ECTS OF DDT

Mr. Veysey. I think there is a misunderstanding about DDT. I 
am a farmer and we have used it for years. I t’s considered pret ty much 
nonlethal to humans.

Mr. Yates. Victor, the cancer people say the amount that causes 
cancer varies because of the resistance of individuals. Small doses 
accumulate year by year by year. DDT has only been used for 20 
years. Maybe if  they use it for 25 years tha t is when i t t riggers .

Mr. Veysey. Maybe.
Mr. Yates. I recognize you have to fight the pests in order to 

get your crops in.
Mr. Veysey. Let me conclude my point with Sid. I think along 

with those who have had some experience w’ith i t—those who are the 
real users of it, it is considered much less lethal, much less dangerous 
to humans than any of the alternatives.  Agriculture and Fores t Serv­
ice have been forced to a lot o f other alternat ives th at are much more 
lethal to human beings than  is DDT.

Mrs. Hansen. Tha t is right.
Mr. Veysey. Sure, maybe if  you eat it for 25 years or 50 years or 

110 years you are going to get cancer, but we don’t know that , either.
ATr. Yates. Victor, we do know. You are at the other end. I used 

to have these arguments  about the control of natu ral gas prices at 
the wellhead. I said  at the time to John Lyle of Texa s: “It  all depends 
on whether you were born in the shadow of the gas well or the gas 
stove.” That  is the t ruth . You are on a farm  and I  am a consumer at 
the other end. I  eat the food when it comes into the cities f rom your 
farms. I want you to grow the food, but when I  get the food I want 
to be sure I am not eating DDT.

Mr. Veysey. You are not. Tha t is monitored. You know tha t. I t’s 
very thoroughly monitored.

Mr. Yates. But  it isn’t thoroughly monitored.
Mr. Veysey. It  is.
Mr. Yates. We are off on a tangent here.

GYPSY MO TH RESE ARCH

Mrs. Hansen. You are requesting an additional $2.5 million for 
gypsy moth research. What are the details?

Mr. Shea. During the period of th is project, which will run from 
fiscal year 1975 to 1978, we expect the following achievements:

One. Methods for  predicting populat ion tre nds will be updated and 
refined using new techniques for measuring larvae dispersal, sampling 
egg masses and pupae, and monitor ing low populations.
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Two.  Procedures  fo r me asu ring and pred ic tin g impacts  will  be 
deve loped by ref ining methods fo r me asu ring defol iat ion , re la tin g 
de fol iat ion  to tre e mor tality,  and dev eloping ad dit ion al  tech nology  
fo r me asur ing  socioeconomic and  environmenta l impac ts.

Three . Sa fe ty  and efficiency test s to  e valuat e and su pp or t re gi st ra ­
tio n of  nucleop olyhedros is v iru s (N PV ) wil l be completed.

Fo ur . Op tim um  for mu lat ion s and appli ca tio n tech nology  fo r use 
of chemicals, B t and  NPV  will be developed .

Fiv e. Dispa rlu re ’s use in con tainm ent , suppressio n, and poss ible 
elimination of po pulat ion s wi ll have been demonst rated.

Six.  New chem ical  in sect icide candid ate s will  be  screened, evaluated 
in l aborato ry, an d field  tested.

Seven. Th e effectiveness  of ava ilab le an d newly int roduced  pa ra-  
sito ids  will  be eva lua ted .

Eig ht . Ster ile  male  techniques will be evalu ate d fo r th ei r po ten tia l 
as suppress ive  or p opula tion e lim ina tion tools .

Nine.  A ma ss-re ari ng  c apab ili ty  ade qua te fo r fu tu re  prog ram su p­
po rt  will  have been developed.

I  would like to comment on th at . I t ’s very im po rta nt  to be able  to 
re ar  the gyp sy mo th as a par t of  th e ste ril e male technique  fo r the  
screen ing  processes an d items o f th at  sort .

Mr.  E vans. In  th is  day and  age o f sexism  an d a ll, why a re we ste ril iz­
ing  the m ales  ins tea d o f the females ?

I  am dead serious. Is  th ere  a s cienti fic reason fo r th at  ?
Mr. Shea . Th ere is a good reason  why the  male s are  ste rili zed  

ins tea d of  the females. Th e male s copu late  w ith  more th an  one female. 
I f  the  m ale is ste rile  t he  female lay s in fe rti le  eggs. Tha t fem ale  does 
no t ma te w ith  oth er males. So it ’s much more effective.

Mr. E vans. I was sure there  was a g ood an swer.
Mr. Long. I t  does seem a li ttl e un fa ir.

FUNDING  IN  FUTURE YEARS

Mrs. H ansen. You l ist  in  the jus tifi cat ion s the fu tu re  year fina ncing 
of th is  pro gra m.  W ha t assu rances do you have fro m the ad min is tra ­
tion th at  th ese fund s will  act ua lly  be inc lud ed in fu ture  b udget s ?

Mr.  Long. May I  res pon d ?
Mrs.  H ansen. Cer tainly .
Mr.  L ong. Who  ca n see the  te a leaves o ver  the lon ger  years we have  

proposed fo r th is prog ram ? We  sta rte d in iti al ly  to  tel l the m how 
long  we need ed fun din g. We  can an tic ipa te th at  we will hav e way s to 
reach the answers by the  end of th is  time. I t  is a very shor t per iod  in  
terms  of  research . Th ree yea rs is pro bably  too sho rt. We  know  that . 
We feel th at  by the  tim e we reach the  end  of the  th ird year  we will 
deve lop the  an swe rs on the  gypsy mo th and the  tu ssock m oth.  W e pr e­
sented th is as a to tal  pro gra m,  no t ju st  1 yea r. We  can’t, because of  
the system, ask  fo r all  of it  at one po int in  time . We  tr ie d to  advise 
our a ssociates a s well as o the rs in the executive b ran ch  t hat  th is  i s n ot 
a 1-year program , otherwise we will waste  our fun ds if  we don’t 
cont inue .

Mrs. H anse n. W e have been tryin g in th is  committ ee fo r the pa st 
3 yea rs to convince the Office of  Ma nag em ent  and Bu dg et  th at our 
na tio na l for est s are  not  a 1-year program . I f  we want wood, we h ave
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to do some fundamental things; research, reforestation , and effective 
management. We can’t seem to make OMB understand that a tree 
is not going to grow in 1 year and tha t something has to be done 
year by year by year.

We tried to convince them in this committee several years ago th at 
we were going to have an energy crisis. Nothing moved them until  
the Arabs cut off the oil.

Do we have to have a nationwide catastrophe in our forests to moti­
vate OMB? Oil is more easily secured than  forests because forests 
take time to grow.

Mr. Long. We have made some progress in the envirpnmental pro­
gram.

Mrs. Hansen. That  is only temporary.
Mr. Long. Bu t I  think  we would agree th at at least we have made 

some progress. There is a practical  element in coming back each year 
because as the program develops we will need to change and adjust. 
We can only estimate what it may cost the second, th ird,  and fourth  
year, so we will like to come back with a more precise program. I  think 
there is good support. I t took us 8 months to get here. We were talking 
about the philosophy of the management of this program.

FOREST MA NA GE ME NT

Mrs. Hansen. This is what disturbs  me about OMB. This  committee 
has been talkin g about the philosophy of management for a better 
forest program for 8 years. I t has taken us 8 years and still  the budget 
does not recognize our national forest needs. You are well aware tha t 
your budget this year has not been increased in any sense of the word 
when you consider GSA space costs and inflation.

You only have to look at your request for roads. You can’t salvage 
timber if you don’t have roads. I do not know many timber buyers 
who have the capital investment to remove the timber in the  time you 
have to remove it . As you well know the sales of salvageable timber 
have to be ra ther ab rupt. If  you have no roads, you are not going to 
find a timber buyer who is going to face the problems of weather in the 
construction of the road, the problems of weather  in getting  that tim­
ber out, and still have the capital.

Mr. L ong. I  certainly  don’t in any way a rgue with what you have 
said. I agree tha t timber management is a long-term program. I  think 
you know that the Department has felt this way for some time.

Mrs. H ansen. It  is not only timber management. You also have to 
manage our forests in such a way as to protect our wildlife and pro­
vide for  recreation. Your v isitor use is constantly increasing.

Mr. McDade. Will you yield ?
Mrs. 'Hansen. Yes.

GYPSY MO TH  CONTROL

Mr. McDade. I  want to  commend you on the en tire package and the 
increase on the gypsy moth program which I have been very interested 
in. I am glad you have succeeded in getting i t through the OBM.

Tell me a little  bi t about the curren t s tatus of your control mecha­
nisms with respect to the gypsy moth. Do we have an effective control 
method ?
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Mr. Smit h . We  have used effective ly Sev in 4 oil as a spray . Also 
we ha ve a numb er of pi lo t pro jec ts. I  can  g ive a rundow n of  the  su p­
pres sion  projects . I n New Jers ey , plans ar e f or  66,000 acres to be tr ea ted 
at  a cost o f about $200,000; New York,  55,700 acres for  $269,000; Pe nn ­
sylvan ia,  75,234 acre s a t a  cost  of  ab out $297,000; R hode Is land , 95,000 
acres  at  a cos t of  $138,000. We ha ve ha d three  m ajor  pi lo t p roject s, two 
in Penn sy lva nia and  one in Rhode Isl an d,  to  test  var ious chem icals to 
imp rove ou r control effor ts. W e also ha ve a p ilo t p rojec t w ith  th e State 
of  New Jersey,  a coope rative one, to  evaluate  the im pact o f a eri all y ap ­
plie d B t and ca rbaryl  w hen ap pli ed  t o the gyp sy mo th aro un d water.  
Th is is to de termi ne  if  we have a safe pes ticide as com pared wi th B t 
and  to find ou t how it  compares wi th carba ryl .

An othe r pro jec t wi th the Penn sy lva nia State Un iversit y is being 
con duc ted to eva lua te the  effect o f dylox on pa ras ite s and as a con trol  
fo r.g yp sy  moth. An othe r pi lo t proje ct with  the Penn sy lva nia State  
Un iversit y is a  p ilo t t es t t o evalu ate  th e effectiveness  o f S evin 4 oil in 
com bin atio n wi th Di sparl ure , an at tr ac ta nt  ag ain st gyp sy mo th,  to 
det erm ine  if  it is  a fea sible  control m etho d.

Mr. M cDade. All w ith  aeria l spray ing?
Mr. Smit h . Yes, sir.
Mr. McDade. In  response y ou r an swer is th at  you have  some control 

mechanisms now b ut  you have n ot  reached  the  ult imate , t hat you have 
to tak e th is  research packag e a nd  ge t to  a much more effective m eth od; 
is th at  wh at you a re ta lk in g about ?

Mr. Resler. Prec ise ly.

RESU LTS OF PROPOSED RESEARCH

Mr. McDade. I  am  a l itt le  unsure of wh at  you inten d t o do . I  see th e 
dolla rs reques ted h ere  a nd  t he  in ten de d requ ests  in the fu ture . Would 
I  be able to  tel l a c onsti tue nt th at  by  1978 you would have r eac hed  the  
millennia as  fa r as  tak ing ca re o f gypsy  moths  ?

Mr. Long. I  thi nk  we s hou ld get  an effective ans wer f or  you on th at  
question. Who is prepared  ? I  would ra th er  have  a sci entis t resp ond.

Mr. Youngs. I  th ink it  w ould be a b it  rash  t o say  we wou ld hav e 
reached the  mil lenniu m a t that  time.

Mr. M cDade. Where do you th in k you will be  ?
Mr. Youngs. W e th in k we wil l be at  the po in t where we will  have 

effective en vir onme nta lly  ac ceptable control methods, deve loped in the  
lab orato ry, tes ted  in the field on a pi lo t b asis , and rea dy  t o move into 
large  scale op era tions.  We thi nk  they will contro l th e moth.  We  will  no t 
promise th at  th is will be th e best  possible  way of d oin g i t, b ut  we th ink it  will work.

Mr. McDade. The re will be a signif ica nt a dva nce  in the  state o f tech ­
nology in an  environme nta lly  accepta ble way  ?

Mr.  Y oungs. Th at  is th e c rit er ion  up on which we bu ilt  th e pro gra m.
Mr. L ong. An othe r po int is th at we do no t dispara ge  wha t has  

gone on before . There  has been a major  effort  fo r ma ny yea rs. We 
th in k we can  pu ll the effo rts tog eth er.  Al l the  intere sts  involved will 
be wo rking  toge ther  un de r a projec t pla n.

Mr. McD ade. That  sounds very excit ing  and I  th in k enormously  
wo rth  the  effo rt th at  is be ing  pu t into it. We are  ta lk in g about some 
pr et ty  good sums  of  money . But  as the  jus tificat ions say  in terms  of 
cost benef its, it  is high ly  desira ble.
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DISTRIBUTION OF GYPSY MO TH FUND S

Are you able to give me any idea about how much of this research 
will be done within the various Federal agencies and how much 
outside ?

Mr. Shea. In fiscal year 1975 we propose tha t the program be 
distributed as follows: $1.2 million to the Forest Service; Agricu ltural 
Research Services, $465,000; AP HI S,  $710,000; and Cooperative 
State Research Service, $140,000.

Mr. McDade. Does tha t mean the Fores t Service is going to do 
the entire $1.2 million in-house?

Mr. Shea. No, sir. There would be a portion of tha t done outside.
Mr. McDade. How much will be in-house and how much 

contracted ?
Mr. Shea. Ten to 15 percent will be extramural.
Mr. McDade. So the vast bulk of it  will be done within the Forest 

Service ?
Mr. Shea. Yes, sir.
Mr. McDade. I s tha t true of the other organizations I see listed, the 

Agricultura l Research Service and the Animal Plan t Health  Inspection 
Service ?

Mr. Shea. Those activities will be primarily within  ARS and 
AP HIS.

Mr. McDade. Is tha t through the State governments or directly 
from the Forest Service?

Mr. Shea. This would be through the organizational concept of 
the program through the program manager who would be managing 
the programs both within the  Departm ent of Agriculture  and through 
the universities and extramural contracts.

Mr. McDade. So we are looking at what is a laborato ry phase of 
the program, aren’t we, in the first fiscal year?

Mr. S iiea. In  the first fiscal year there are a number of tes ts beinp 
planned, field experiments, and items of this sort.

APPLICA TIO NS TEST

Mr. McDade. I see the applications test. That  of course will be field 
tested, wouldn’t it?

Mr. Shea. Yes, sir.
Mr. McDade. What will you do, for example, on predict ing im­

pacts? This is a tremendously important question, I think. Will tha t 
be a field test or a laboratory test?

Mr. Shea. The prediction of impacts for the gypsy moth program 
will involve, first of all, gathering the field da ta on the various stages 
of the  insect and incorporating these in predict ing models and rela t­
ing the test with the actual happening. This test is well underway. 
This represents an expansion of those activities already in the 
program.

CH EM ICA L INS ECTIC IDE CANDIDATES

Mr. McDade. On No. 6, on the new chemical candidates, you know 
I have heard a lot  of criticism from people who are happy that you 
have Sevin, Dylox, and Bt, but they complain tha t it doesn’t have 
the effectiveness tha t you would get if you were using DDT. Is what

35 -650  0  - 74 - 3
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you are try ing  to do here going to increase the efficiency of the chemi­cals you have in inventory now?
Mr. Shea. There will be two things. One would be to increase the 

efficiency of the materials  we have and the other would be looking 
at new materials  such a pyrethro ids and developing those as p art  of the integra ted program.

Mr. McDade. Moving them into the inventory?
Mr. Shea. That  is right. And then the screening of additional pesticides.
Mr. McDade. Thank  you.
Mrs. Hansen. Mr. Veysey?

RESEARCH TI M E FRA ME

Mr. Veysey. Of course the Depar tment  of Agricul ture has had a 
lot of experience fighting different types of insect pests and not too 
many real successes over the long pull. Now your program seems to 
project in the case of the tussock moth a 3- to 4-year stretch and the 
gypsy moth about 4 years and then presumably you have it done. 
T don’t really believe that.

Mr. Long. We don’t say tha t at all.
Mr. Veysey. You don’t say that  but  you stop funding it at 1978.
Mr. Long. We are hopeful we can go back to more normal levels 

of funding afte r having reached the platfo rm' we desire with these three insects.
Mr. Veysey. I would like to be an optimist with you. I  t hink  there 

is a lot of experience tha t tells us the bugs are a lot smarte r than 
the Ph. D.’s you put on the project.

Mr. Long. It  is a continuous war.
Mr. Veysey. My guess is th at you will not drop down to a lower 

level. We will have to see about tha t but I imagine if we go into this 
with the thought tha t it is a temporary short-range 3- or 4-year 
project to clean things up, we will be very lucky and it will not be 
the result of our efforts. If  tha t is the way it works out, it will be 
other unrelated factors.

Mr. Long. We will need some luck as all research depends upon 
this element to a degree.

Mr. Veysey. Tf this is cyclical, you can play the cycle out and take the credit.
Mr. Long. It  is pa rticularly important tha t we apply our test and 

research programs during the period in which the cycles are high, 
which they are in all three cases.

Mr. Veysey. That is when T would like to run a program, too, 
when they are at the peak and hopefully you can catch them on the 
down slide. I wish you luck.

GSA SPACE REN TAL

Mrs. Hansen. What is included in this request for GSA space 
costs ?

Mr. Long. Who can answer tha t question ? I  don’t know that  we have 
anticipated there will be any additional space requirements that  will 
involve that.

Mr. Besler. Madam Chairman, there is no additional GSA space 
in this program. We th ink we can handle it in the existing program.
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Mrs. Hansen. Mr. Yates ?
Mr. Yates. No questions.
Mrs. Hansen. Thank you very much, gentlemen, for an informative 

hearing.

Tuesday, J une 11, 1974. 

BUREAU OF IND IAN  AF FA IRS
IN D IA N  F IN A N C IN G  ACT

W IT N E SSE S

M O R RIS  TH OMPS ON,  COM M IS SI ONER  OF IN D IA N  A F F A IR S  
JO SE  Z U N I,  D IR ECTO R, O FFIC E  OF A D M IN IS T R A T IO N  
JO H N  P.  SY KES,  A D M IN IS T R A T IO N , F IN A N C IA L  M A NA GEM EN T 

SERV IC ES
D A N IE L  D. MC DONALD, d ir ec to r , o ffic e  of t r ib a l  res ourc es  

D EV ELO PM EN T
HAROLD D. RO BE RS ON, A CTIN G  C H IE F , D IV IS IO N  OF C R E D IT  AND 

F IN A N C E
BO BB Y L.  SELV EY , D IV IS IO N  OF C R ED IT  AND FIN A N C E  
F R A N C IS  M. W IL E S, D IR EC TO R  OF BU DGET , O FFIC E  OF  T H E  

SEC R ETA R Y

Mrs. H ansen. The next agency to appear is the  Bureau of Indian 
Affairs. The principal witness this morning is Morris Thompson, 
Commissioner.

We will insert the item from House Document 93-310 and the 
justifications in the record at this point.

[The informat ion follows:]
DEPARTMENT OF THE INTERIOR-BUREAU OF INDIAN AFFAIRS

Budget
appendix

page Heading

1975
budget

request

Amendment
previously
proposed

H. Doc. 
93-286

Proposed
amend­

ment
Revised
reques t

581 Operation of Indian Programs_________
This proposed amendment is to stimulate

and increase Indian-owned business.

$453, 807,000 $300,000 $10,000,000 $464,107,000

588 Indian Revolving Loan Fund_____________
(In se rt the follo wing paragraph under th is 

heading:)
For payments to the Indian Revolving Loan

Fund as authorized by the Act of Ap ril 12, 
1974 (Public  Law 93-262),  $50,000,000, to 
remain available u nt il expended.

This proposed amendment wil l provide for 
increased Indian business opportunities .

50,000,000 50,000 ,000

588 Indian Loan Guaranty and Insurance F u n d .. . 
(in se rt  the fol low ing  paragraph under 

this  head ing:)
For payments to the Ind ian Loan Guaranty 

and Insurance Fund as authorized by the Act 
of Ap ril 12, 1974 (Public  Law 93-262), 
$20,000,000, to remain available until ex­
pended.

This proposed amendment w ill  provide 
fo r increased Indian business opportuni ties.

20,000,000 20,000,000
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DEPARTMENT CF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS 

OPERATION OF INDIAN PROGRAMS

Pro gr am  an d F in a n c in g  ( i n  th o u sa n d s  o f  d o l l a r s )
IdcniiHcaiion  code

1 0 -7 6 -2 1 0 0 -0 -1 -9 9 9
n 75

WKaC

Pr og ra m  by a n t i  hy ;

3 . T r ib a l  R eso u rc es devel opm en t:

(a )  B u sin e ss  e n te r p r i s e s
dev e lo p m en t..........................

A ll  o th e r  a c t i v i t i e s ..............

T o ta l  pro gra m  c o s t s ,  o b l ig a t io n s .  

•F in a n c in g :

Bud ge t a u t h o r i t y .................................

r>’ i •»»■?+a

A p p ro p r ia ti o n  (p ro p o se d  b u d g e t 
am en dm en t) ...........................................

R equest
Pen din g

5,980

448 ,1 27

'4 54,1 07

454 ,1 07

4 5 4 ,1 07

R e la t io n  o f  o b l ig a t io n s  to  o u t la y s :

O b li g a ti o n  in c u r re d , n e t ................. •• 454 ,1 07

O b li g a te d  b a la n c e , s t a r t  o f  y e a r 71 ,4 63

O b li g a te d  b a la n c e , en d o f  y e a r . . - 49 ,3 43

O u tl a y s , e x c lu d in g  pay  r a i s e ...
s u n p lc m e n ta l........................................ ,' 475 ,8 57

i O u tl ay s  fr om  c i v i l i a n  pay  r a i s e
su p p le m e n ta l........................................ 370

'* 75  !
XttttXSBX

Pro pose d  
Amendment

10 ,0 00

10 ,0 00

10 ,coo

1 0 .0 00

10 ,0 00

10 .0 0 0

19 75
HXfM K  

R ev is ed  
Reouesfc

1 5 ,OSO

448 ,1 27

464;1 07

464,1 07

. 464 ', 107

. 464 ,1 07

'71,463 

- 0 ,3 4 3

485,857

370
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DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS

O p era ti o n  o f In d ia n  Pro gr am s

J u s t i f i c a t i o n

3 . T r ib a l  R eso urc es Dev elop men t

a . B u sin ess  E n te rp r i s e

P en din g  re q u e s t  . $5 ,9 8 0 ,0 0 0
R evis ed  r e q u e s t  15 ,9 80 ,0 00
P ro pose d amendment 10 ,0 00 ,0 00  -  —

T h is  pro pose d  ame ndm ent f o r  $10  m i l l io n  i s  re q u e s te d  p u rsu a n t to  th e  In d ia n  
F in an c in g  Act  o f  1974  which  a u th o r iz e s  an  a p p ro p r ia t io n  o f  $10  m i l l io n  fo r  
ea ch  o f  th e  f i s c a l  y e a rs  19 75 , 19 76 , an d 1977 f o r  th e  In d ia n  B u sin ess  

-- D ev el opm en t pro gra m , d es ig n ed  to  s t im u la te  and  in c r e a s e  In d ia n  e n t r e p r e ­
n e u r s h i p  and  em plo ym en t by  p ro v id in g  e q u i ty  c a p i t a l  th ro ugh  n o n re im b u rs ab le  

b u s in e s s  g r a n ts  ( T i t l e  IV ).

C ost  F a c to r  In vo lv ed

$10 ,0 00 ,0 00  fo r  g ra n ts  to  p ro v id e  e q u i ty  c a p i t a l  f o r  In d ia n  i n d i v i ­
d u a ls  and  t r i b e s  to  e s t a b l i s h  o r ex pa nd  In d ia n-o w ned  p ro f it -m a k in g  
b u s in e s s  e n t e r p r i s e s  on o r  n e a r r e s e r v a t i o n s .  (Maximum g ra n t  n o t 
to  ex ce ed  $ 5 0 ,0 0 0 .)

I
Nee d f o r  Pro gr am

Due to  s o c ia l  and ec on om ic  d is a d v a n ta g e s ,.  In d ia n  in d iv id u a ls  hav e bee n  
d en ie d  th e  o p p o r tu n it y  to  a c q u ir e  adeq u a te  b u s in e s s  f in a n c in g  th ro ugh  
no rm al  le n d in g  c h a n n e ls . A ll  to o  f r e q u e n t ly , an  In d ia n  se e k in g  to  e n te r  
b u s in e s s  i s  r e fu s e d  a lo an  on  th e  gro un ds t h a t  he  la cks e q u i ty  c a p i t a l  fo r  
i n j e c t i o n  in to  a p ro s p e c ti v e  b u s in e s s . T h is  la c k  o f  c a p i t a l  i s  p ro b ab ly  
th e  one m os t s in g le  f a c to r  i n h ib i t in g  th e  In d ia n  in vo lv em en t in  A m eri ca 's  
c o m p e ti ti v e  ec on om ic  sy st em . The ne ed  fo r  th e  In d ia n  B usin ess  Dev el op m en t 
fund  th e r e fo r e  i s  des ig re d to  p ro v id e  th e  e s s e n t i a l  e q u i ty  f in a n c in g  to  
in duce  p r iv a te  le n d e rs  to  ap pr ov e th e  In d ia n  b u s in e s s  lo a n s .

, H ig h li g h ts  o f  R ece n t A cc om pl is hm en ts

• I n  f i s c a l  y e a r  1971 th e  C on gr es s a p p ro p r ia te d  $ 3 .4  m i l l io n  fo r  a s im i la r  
pro gr am . The s p e c i f i c  purp ose  was  to  s t im u la te  In d ia n  e n t r e p re n e u rs h ip  and 
em plo ym en t by p ro v id in g  n o n re im b u rs ab le  c a p i t a l  g r a n ts  to  In d ia n  in d iv id u a l s , 
t r i b e s ,  and  a s s o c ia t io n s  to  e s t a b l i s h  p r o f i t  mak ing,  I nd ia n-o w ned  b u s in e s s e s  
whi ch  w i l l  en p lo y  In d ia n s  o r to  a id  th o se  In d ia n s  a l r e a d y  en ga ge d in  b u s in e s s .



Some 780  a p p l ic a t io n s  were s u b m it te d . The t o t a l  v a lu e  o f th e  re q u e s te d  
fu nd s am ounte d to  $10.8  m i l l io n ,  more th an  th r e e - f o ld  g r e a te r  th an  th e  
a p p ro p r ia t io n  re c e iv e d .

D at a co m piled  as o f  Ju ne  1973  in d ic a te  t h a t  s in c e  i t s  in c e p t io n  in  FY 19 71 , 
a t o t a l  o f 225 new and  144 e x i s t i n g  In d ia n  owned sm a ll  b u s in e s s e s  wer e 
g ra n te d  s t a r t - u p  f in a n c in g . A ppro xim at el y  1, 68 0 f u l l - t im e  In d ia n  jo b s  w er e 
c r e a te d  w it h  an  an n u a l p a y r o l l  o f  al m ost  $5 .7  m i l l io n . The avera ge  g ra n t 
p e r m an -y ea r o f em ploy men t am ounte d to  ab out $1 ,5 0 0 , w h il e  th e  aver ag e 
a d d i t io n a l  c a p i t a l  g en e ra te d  as  lo an s fro m o th e r  so u rc e s  am ou nted  to  over 
$ 7 ,1 0 0 . The  d a ta  a ls o  in dic at e th a t  a f t e r  th r e e  y e a rs  o f e x p e r ie n c e  ab out 
70 b u s in e sse s  c lo s e d  fo r  an  annual f a i l u r e  r a t e  o f  ab o u t 6 p e r c e n t . The  
new e n te r p r i s e s  beg un , and  th o se  exp and ed" , in c lu d e d  a w id e ra nge  o f  b u s in e s s  
a c t i v i t i e s ;  m a n u fa c tu ri n g , c o n t r a c t  c o n s t ru c t io n ,  a g r i c u l t u r a l  p ro d u c ti o n  
and s e rv ic e s ,  fo od  s to r e s  and  s e r v ic e s ,  la undro m ats  and d ry  c l e a n e r s , a p p a re l 
and a c c e sso ry  s to r e s ,  and  o th e r s .  The se  e n t e r p r i s e s ,  thou gh  s m a ll , o f f e r  
t o  th e  In d ia n  peop le  an  e n t i r e l y  new f i e l d  o f  ec on om ic  o p p o r tu n it y . They 
p r e s e n t  an  in d iv id u a l  a b e t t e r  b re ak  in  l i f e  by  g e t t i n g  him on th e  ec on om ic  
la d d e r , and  fo r  th e  comm un ity  th ey  p ro v id e  th e  ne ed ed  s e rv ic e s  fo r  a v ia b le  
comm unity  l i f e .

Pr og ra m  o f  Work

A pr im e te n e t  o f  th e  p ro pose d pr og ram  i s  t h a t  g ra n ts  w i l l  be  use d on ly  
whe n o th e r  so u rc es  o f  fu nd in g  a re  u n a v a il a b le  to  th e  In d ia n  o r  In d ia n  gr ou p 
se ek in g  f in a n c in g . The c r i t e r i a  govern in g  th e  a d m in is t r a t io n  o f  t h i s  
pro gra m , in c lu d in g  fu nd  d i s t r i b u t i o n  in  acco rd ance  w it h  th e  i n t e n t  o f  th e  
A c t,  a re  p r e s e n t ly  under  devel opm en t.
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DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS 

OPERATION OF INDIAN PROGRAMS 
OBJECT CLASS!FICATION (in  thousands of dollars)

Id em iA c>ti on  cod e

10 -76-21 0.3 -0-1-999
-------- ------------ 19

yXWW.tX
1 ’ 75

xqwwsc
Re qu es t Proposed Re vise d

Personnel compensa tion: Pe nd in ’ Amendment Re ou es t
11.1 Permanent  posit ions................................. 143,05 2 — 143,05 2

11.3 Positions oth ef  than  perm ane nt------- ' ... 13 ,600 — 13 ,600

11.5 Oth er perso nnel  compensa tion.................. 4, 66 8 — 4,66 8

11.8 Special personal services payments____ 920 — 920

Total  personnel compensation ...............

Personnel benefits:

16 2,24 0 16 2,24 0

,12.1 Civilian ......................................................... 16 ,235 — 16 ,235

-13:8--B enefit s-for-former personne l-........................

21.0 Travel and transportation  o f persons............ 10 ,000 10 ,000

22.0 Transporta tion  o f th ing s................................ 5,00 0 5,00 0

23.0 Rent, communications , and util itie s.............. 14 ,769 — 14 ,769

24.0 Printin g and reprod uct ion ........................ . 950 — 950

25.0 Oth er services.................................................. 126,98 1 — 126,98 1

26.0 Supplies and materials.................. -... ............ 35 ,500 35 ,500

5,00 031.0 Eq uipm en t........................... ........................... 5,00 0 —

32.0 Lands and stru ctures...................................... . 300 — 300

“5J.0~ IntT sm irnt s and loans?...................................

41.0 Gran ts, subsidies, and con trib utio ns.......... „ 80 ,000 10 ,000 90 ,000

“4?.O -  "hrs a rance "daiira-and-mdenmi tics"

-43 .0“ Ttnercst-and-dividends-

"44.0—Refunds

S u b to ta l 45 6,97 5 10 ,000 46 6,97 5

95 .0  Q uar te rs  & su b s is te n ce  char ro s - 3, 16 8 — 3 ,16C

99.0 Tota l obl igation s............ ............................ 453,80 7 10 ,000 463,8 07

~ ........ ...
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Ave rcgo  C rr  io and  S a la ry

•

H ’/ 5
XX&&Z .

-

10-7 6-: < lC 0-G -l -? 93  !
V.» 7“ 

x x w '

R eques t P ro pose d I R ev is ed  1
Per.  l in e A’iienov .ent fo o n o s t I

Ave ra ge  GS g ra d e ............................................ 7 .6 7 .6  •

Ave ra ge  G3 s a l a i y ..................................... £12 ,0 42 — $12,7 67

A ve ra ge  s a l a r y  o f  ungra ded  p o s i t i o n s . . $ 9 ,5 3 5 — $1 0,3 15

I

P2 .^7 :2V -1 2 Armory
1

‘?,7a5 19 *7;.
]0 -7 6 -2 3 0 0 -0 -1 -9 9 9 kiciu*; XaJL>.<l ;

R equest p ro pose d R e v is ed
P en dIn " .••T?r.*rr9Pt 7*-c :;*.•.**

T o ta l  n u rh e r  o f  p e r - .a re n t  p o s i t i o n s . . , . 13 ,0 02 13 ,0 02

F a l l - t i r e  e q u iv a le n t  o f  o th e r
p o s i t i o n s ....................... .................................. 1 ,9 5 0 1 ,9 5 0

Ave rage  o a id ..■ ..  ; ................ . . . . . . . . . . . . 13 ,1 73 - - - 1 3 ,1 7 3
. J

DEPARTMENT OF THE INTE RIOR  
BUREAU OF INDIA N AF FA IRS

IND IAN  REVOLVING LOAN FUND

Fo r payment to  th e  In d ia n  re v o lv in g  l oan  fund  f o r  lo ans as  

au th o ri zed  L.v th e  In dia n  F in an ci ng  Act o f L?7 /,, P ub li c  T-r»vz 93-2 0?,

t i t l e  T, se c ti o n  101, $5 0, 09 0, 00 0,  i.o T w i n  a v a il a b le  u n t i l

e x p e n d e d
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'..•j /G'JS RC/ObV LUND

?. -c gr t c i S ft & cin ,;  ( i n  t m c n r i s  o f  d o l l a r s )

1. Revolving fund fo r lo an s................

2. Liquida tion of  Hoonah housi ng.. ..

T o ta l  ( c o s t s - c b i ig a t i o n s )  

t i n a n r i n o :

R e c e ip ts  an d re im burs em en ts  from  non- 
F e d e ra l s o u rc e s :

C o l le c t io n  o f  l o a n s ............................

R even ues .....................................................

U n o b li g a te d  b a la n c e  a v a i l a b le , 
s t a r t  or? y e a r ................ ....................

U n o b li g a te d  b a la n c e  a v a i l a b le ,  
e n d - o f - y e a r ..........................................

Bud ge t a u t h o r i ty ....................... ..

R e la ti o n  o f  o b l ig a t io n s  to  o u t la y s :

71 . O b li g a ti o n s  i n c u r r e d , "n e t .................

90 . O u tl a y s ..........................................................

35- 650  111

R equest Pro pose d R ev is ed
P e n r i r - M er ri m en t 52 5ib? ri'

3 ,4 50 50,0 00 53 ,4 50

25 25

3 ,4 75 50,0 00 53 ,4 75

-1 ,7 5 5 - 1 ,7 5 5

■ j

-1 ,2 0 7 - 1 ,2 0 7 7
J

-2 ,8 8 5 -  2 ,8 * b
.1

' 2 , ?72 2 ,3 7 2

- 50,0 00 50 ,0 00
1

513 50,0 00 50 ,5 13

513 . 50 ,0 00 50 ,5 33

1

1

i * 5 '’ *1  •

- 1
(Moroe&u : ?i. i)

_______________________

•m : 5) (M uB3< v i : i t  i . ............... ...
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DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS

M is ce ll an eo u s  R evolv in g  Fund

J u s t i f i c a t i o n

1. In d ia n  R evolv in g  Lo an Fund ( T i t l e  I )  (P ro pose d  am end ment)  $50 ,0 00 ,0 00

The  pro pose d ame ndm ent  i s  re q u e s te d  p u rsu a n t to  S e c ti o n  108 o f  th e  
In d ia n  F in an c in g  Act  o f 1974 to  p ro v id e  c a p i t a l  and r e s to r e  any im p a ir ­
me nt  o f c a p i t a l  f o r  th e  re v o lv in g  lo an  fu nd  e x c lu s iv e  o f p r io r  a u th o r i ­
z a t io n s  and  a p p r o p r ia t io n s .  T h is  fu nd  r e p re s e n ts  th e  p ri m ary  so u rc e  o f  
f in a n c in g  fo r  In d ia n s  who canno t bo rr ow  fro m o th e r  Go vernm ent c r e d i t  
a g e n c ie s  o r fro m o rd in a ry  co m m er ci al  le n d e rs  bec au se  o f  t h e i r  low  
ec on om ic  s t a t u s ,  i s o la te d  g eo g ra p h ic  lo c a t io n ,  la c k  o f bankab le  s e c u r i ty  
and  o th e r  r e a s o n s .

C ost  F a c to r In vo lv ed

$50 ,0 00 ,0 00  to  p ro v id e  c a p i t a l  fo r  th e  r e v o lv in g  lo an  fu nd  to  be  
a v a i la b le  fo r  d i r e c t  F e d e ra l lo an s to  In d ia n  t r ib e s  and  o th e r  o rg a n iz a ­
t io n s  f o r  ec on om ic  dev el op m en t e n t e r p r i s e s  on  o r  n e a r  th e  r e s e r v a t io n  
and  fo r  r e le n d in g  to  t r i b a l  members th ro ugh  t r i b a l  r e le n d in g  pro gra m s.

Foll ow in g  i s  a summ ary o f In d ia n  f in a n c in g  nee ds base d  on e s t im a te s  
su b m it te d  from  t r i b e s  and o th e r  r e s e r v a t io n  so u rc e s :
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SUMMARY OF TOTAL FINANCING NEEDS

As o f  J u n e  3 0 , 19 73

H o u si n g  (O th e r  th a n  lo a n s  to  I n d i v i d u a l s ,  i . e . , $ 2 4 ,9 1 7 ,5 0 0
h o u s in g  e n t e r p r i s e s ,  a p a r tm e n ts ,  r e n t a l s ,  g ro u p  
p a r t i c i p a t i o n . )

2 3 1 ,0 1 0 ,4 4 0F in a n c in g  o f  i n d u s t r i a l  d e v e lo p m e n t an d g ro u p  
c o m m e rc ia l e n t e r p r i s e s .
F in a n c in g  o f  r e c r e a t i o n  d e v e lo p m e n t (D ev e lo p m en t 
o f  r e c r e a t i o n  c o m p le x e s ; l a k e s ,  t r a i l e r  p a rk s  an d 
c a m p g ro u n d s, t o u r i s t  a t t r a c t i o n s ,  e t c . )

7 3 ,5 3 6 ,3 0 0

F in a n c in g  o f  u t i l i t y  s y s te m s , t r a n s p o r t a t i o n  t e r m i n a l s ,  
com m un ity b u i l d i n g s ,  c i v i c  f a c i l i t i e s ,  and  o th e r  
g o v e rn m e n ta l p u r p o s e s .

1 3 4 ,2 9 9 ,3 0 5

F in a n c in g  o f  g ro u p  a r t s  an d c r a f t s  e n t e r p r i s e s ,  
c o m m e rc ia l and c u l t u r a l  e n h a n c e m e n t.

1 ,7 1 4 ,0 0 0

L oans t o  i n d i v i d u a l s . 5 1 0 ,5 5 0 ,5 3 1
a .  Lan d -  i n d i v i d u a l s ' la n d  p u rc h a s e  $ 9 8 ,7 4 5 ,7 0 0

n e e d s .
b .  A g r i c u l tu r e  - a g r i c u l t u r e  r e l a t e d  8 8 ,9 3 9 ,8 0 0

n e e d s ,  c a t t l e  o p e r a t i o n s ,  f a rm in g , e t c .
c .  N o n -A g r ic u l tu r e  -  la n d  b a s e d  e n t e r -  2 6 ,5 1 1 ,9 0 0

p r i s e s ,  su ch  a s  s u b d i v i s i o n s ,  e t c .
d .  H o u si n g  -  i n d i v i d u a l s  h o u s in g  n e e d s  1 6 6 ,7 8 3 ,1 0 0

f o r  new c o n s t r u c t i o n  o r  r e p a i r s .
e. S m a ll  b u s in e s s  -  in c lu d e s  b u s in e s s e s  9 0 ,4 9 2 ,2 0 0

s u c h  a s  s e r v i c e  s t a t i o n s ;  s m a l l
r e s t a u r a n t ,  la u n d ro m a t,  b a r b e r  s h o p s , 
g a r a g e s ,  e t c .

f .  E d u c a t io n  -  n e e d s  f o r  c o n t in u in g  e d u c a -  6 ,7 9 7 ,0 0 0
t i o n  a t  c o l l e g e  l e v e l  (b e y o n d  an d
above  g r a n t  p ro g ra m s ) .

e .  O th e r  -  c o v e r s  a l l  o t h e r  s u n d ry  and  3 2 ,2 8 0 ,8 3 1
m is c e l l a n e o u s  n e e d s  n o t  r e a d i l y  i d e n t i ­
f i a b l e  i n  th e  o t h e r  c a t e g o r i e s  i n c l u d ­
in g  s h o r t  te rm  consu m er ty p e  f i n a n c in g  
n e e d s .

T r i b a l  Lan d P u rc h a s e 1 0 5 ,2 2 7 ,0 0 0
E x p e r t  A s s i s t a n c e 8 1 7 ,3 8 5

T o t a l  F in a n c in g  N ee ds $ 1 ,0 8 2 ,0 7 2 ,4 6 1
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Th e t o t a l  r e s e r v a t io n  ba se d In d ia n  f in a n c in g  n eeds a re  e s ti m a te d  c u r r e n t ly  
a t  $1.0 8 b i l l i o n  a s in d ic a te d  in  th e  t a b l e .  T h is  in c lu d e s  lo an  co mmitm en ts 
o f  $13.3  m i l l io n  an d a u th o r iz e d  lo an  a p p l i c a t io n s  o f  $15.6  m i l l io n  fo r  a 
t o t a l  o f  $28.9  m i l l io n  in  ap pr ov ed  and  a u th o r iz e d  lo an s  fro m th e  p r e s e n t  
In d ia n  R evolv in g  Fund fo r  lo a n s .

Many t r i b e s  ha ve  n o t re q u e s te d  fu nds fo r  th e  p a s t  s e v e ra l  y e a r s  kn ow ing o f 
th e  la c k  o f  fu nds a v a i l a b le .  —

The r u le s  and p ro ced u re s  b e in g  dev elo ped  p u rsu a n t to  th e  In d ia n  F in an c in g  
A ct  w i l l  e s t a b l i s h  p r i o r i t i e s  f o r  c o n s id e ra t io n  o f  lo an  a p p l ic a t io n s  bas ed  
on th e  i n t e n t  .a nd  purp ose  o f  th e  Ac t to  d ev e lo p  and  im prov e th e  ec on om ic  
c o n d i t io n s  on In d ia n  r e s e r v a t io n s  and co m m uni ti es  and  th e  a v a i l a b i l i t y  o f 
o th e r  pr og ra m s o f lo an  and  g ra n t a s s i s t a n c e  in c lu d in g  th e  o th e r  t i t l e s  o f  
th e  In d ia n  F in an c in g  A ct .

In  F is c a l  Y ea r 1975 d i r e c t  lo an s w i l l  be  made to  in d iv id u a l  In d ia n s  and  
t r i b e s  ra n g in g  in  s iz e  fro m le s s  th a n  $1 ,0 00 to  perh ap s in  e x cess  o f  
$1  m i l l io n .  Throu gh  th e s e  d i r e c t  lo an s  and re le n d in g  o f  re v o lv in g  lo an  
fu nds by t r i b e s  an d o th e r  In d ia n  o r g a n iz a t io n s , a m aj or se gm en t o f th e  
r e s e r v a t io n  p o p u la ti o n  w i l l  be  a f f e c te d  by  t h i s  pr og ra m  in  FY 75 .
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BUR EAU  OF IN D IA !!  A F F A IR S  M I3 C SL LA N E I0 U 3  R EV OL VI N G FUND
OB JECT  CL AS SIFICA TION  (in  tho us an ds  of  do lla rs)

Idcn tif ic tiion  code -----7 ^ 7 5 -----
X\c44»xl

io 75
XeU«ni

75

Req ues t Propo sed Revised
Pe rso nnel com pensa tion: Pending Arcendrnent Roc uest

- t t r t - -------Perm anen t-p os itro ns?..........................

-M?J------P osi trons -o thc r-t tran-p ern rxn enr......... -- -- -

'— O th e r perro nnd-c tnr .pe ns- arion .......... ......... 5 .
-M ?»---- Specia l-pe rsonal  -scrvices-p ayme nts -. - - -

-TnraF ppnTmr.r l-rrT inpc nsat ron- ...

Pe rso nnel benefi ts:
- r r r — C rr it ia n ................................................... —

-h3eO - -Bcnefits- fbr -fo rm er  pe rso nnel- ...............

-2f-f> - -Trave l-and- trens po rm io n- oF  per so ns  -

-2-2f> - -Tran sp or t at ion- o f  th in g s -......................

-2 3t0 '“ •R-CYTt “COTnrrrtnHcrtkrrrtrJttKl- ut il  it re*

-240- -  Print ing-  and  -repr oduct ion  •?...................

2S .0  O th er  se rv ic es . . .  . .. 25 25

-WsO -  -Equipm ent-.................................................
-

-sH'wtttt'M- ____ . ____  _ _

33 .0  In v estm en ts  an d lo an s 3,450 50,000 53,450

-4A-rO - -G-rantSr -subsidies.-and- eon trib utionsT_____

-42-f> -  Insuran ce- ela tms  and- indem nit ies -r...... ____

-43:9- -  In  tcre st-and-d iv-dends - .........................

-4 40 - -Refunds-.t ._____________________________

—

99.0 To ta l ob lig at ions ___________ ____ 3,475 50,000 53,475

P  .

«.«. COVKIHMtur ffnMiMS : IU » O—
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DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS

INDIAN LOAN GUARANTY AND INSURANCE FUND \

For  payment to  the loan  gu ara nty and insu ranc e fund  as

au th or ized  bv the Ind ian  Fin ancin g Act of  1974. Pu bl ic  Law 93-262 .

t i t l e  I I I ,  se ct io n  302. to  c a m  ou t the  pr ov is io ns  of  se ct io ns

217 and 301 of  th e above ac t to  (a ) prov ide c a p it a l fo r a loan

gu aran ty  and insu ranc e fund , (b)  pay in te re s t su bs idy on gu ara nteed

lo ans,  and fc ) ray ad m in is tr at iv e ex pe nses . S20 .000.000. to  rem ain

av ail ab le  u n ti l em ended: Pro vid ed. That fo r the purpos e of  en te ri ng

in to  co ntr ac ts  pu rsua nt  to  t i t l e  V. se cti on  502 of the above a c t,  the

Sec re ta ry  is  au th or ized  to  use  no t to  exceed 5 pe r centum of any

fun ds ap pr op riat ed  fo r any f is c a l ye ar  pu rsua nt  to  t i t l e  I I I .

se cti on  302 of  the above a c t.
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C a p it a l o u t l a y , f u n d e d :

1 .  F u n d r e s e r v e -
( a )  l e s s e n  o n g u a r a n t e e d  a n d 

i n s u r e d  l o a n s ..................... 7, 1 3 5 7, 1 3 5 '

( b )  I n t e r e s t s u b s i d i e s .............. - 1 2, 0 6 5 1 2, 0 6 5

O p e r a ti n g c o s t s , f u n d e d ;

1 .  A d r a i n is tr a ti . v a e x p e n s e  a n d
t e c h n i c a l a s s i s t a n c e ..................... - 1, 3 0 0 1, 3 0 0

1 0  T o t a l ( c o s t s - o b l i g a t i o n s )

—----------------------

2 0, 5 0 0 2 0, 5 0 3  ]

Fi o.f c n cf. ns ? 2

1 4  ' R e c e i p ts  a n d r e i m b u rs e m e n ts  fr o m  
n o n - F e d e r a l s o u r c e s :
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1

i

4 0  B u d g e t a u t h o r i t y ................................... - 2 0, 0 0 0 2 0, 0 - 0 0

1

B u d g e t a u t h o r i t y :  ' :

C u r r e n t:

4 0  /. p n r o D ri a ti o n .............................................. . 2 0, 0 0 0 2 0, 0 0- 3 -

R e l a ti o n  o f o b li g a ti o n s  t o  o u tl a y s :

7 1  O b li g a ti o n s i n c u r r e d , n e t . . . . .......... 2 0, 0 0 0 2 0, 0 0 0

4

7 u  O bli g at e d , b a l a n c e , e n d o f y e a r . . . . - - 1 3, 5 0 0 - 1 3 , 3 0 0

9 0   O u t' a y s ......................................................... - 6, 5 0 0 6 , 5 0 0

•
)
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DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS

In d ia n  Loan G uara n ty  and In su ra n c e  Fund

J u s t i f i c a t i o n

In d ia n  Loa n G uar an ty  an d In su ra n c e  Fund ( T i t l e  I I )  (P ro pose d  Amendmen t) $ 2 0 ,0 0 0 ,0 0 0 .

Th e p ro pose d  amendment o f  $20 ,0 00 ,0 00  i s  r e q u e s te d  p u rs u a n t to  th e  In d ia n  
F in an c in g  Act  o f  1974 to  e s t a b l i s h  a Loa n G uara n ty  an d In su ra n c e  R evolv in g 
Fund to  be  u se d : (1 ) as a r e s e rv e  f o r  lo s s e s  on  g u a ra n te e d  an d in su re d  
lo a n s  and to  pa y o th e r  c o s t s  in c id e n t  t o ,  o r  a r i s i n g  o u t  o f ,  su ch  lo a n s ;
( 2 )  to  pay  an  i n t e r e s t  su b s id y , p u rsu a n t to  S e c ti o n  301 on lo a n s  g u a ra n te ed  o r  in s u re d  un d er th e  p ro v is io n s  o f T i t l e  I I  whi ch  a re  n e c e s sa ry  to  re duce  
th e  bo rr ow ers  i n t e r e s t  r a t e  to  th e  r a t e  de te rm in ed  u n d er S e c ti o n  104 o f  
th e  A ct;  (3 )  to  p ro v id e  co m pet en t ma nageme nt an d t e c h n ic a l  a s s i s t a n c e ,  
p u rs u a n t to  T i t l e  V, to  lo a n  an d g ra n t r e c ip i e n t s  u n d er T i t l e s  I ,  I I ,  an d 
IV o f  th e  A ct;  an d ( 4 )  f o r  a d m in is t r a t iv e  ex p en ses u n d e r th e  A c t.

C o st F a c to rs  In v o lv ed

(1 )  $6 ,4 35 ,0 00  f o r  r e s e rv e s  f o r  lo s s e s  on  g u a ra n te e d  an d in s u re d  lo a n s .
T h is  f ig u re  r e p re s e n ts  15 p e rc e n t  o f th e  am ou nt  g u a ra n te e d  o r  
in s u re d . Th e am ou nt  g u a ra n te e d  an d in s u re d  i s  90  p e rc e n t  o f  an  
e s ti m a te d  $46 .4  m i l l io n  o f  lo a n s .

(2 )  $2 00 ,0 00  f o r  c o s t s  o f  t a x e s ,  in s u ra n c e , p r i o r  l i e n s ,  e t c . ,  in c id e n ta l  
to  p ro je c te d  d e fa u l te d  lo a n s .

( 3 )  $12 ,0 65 ,0 00  to  co v e r c o s ts  o f  i n t e r e s t  s u b s id ie s  on  th e  $ 46 .4  m i l l io n  
in  lo an s  e s ti m a te d  in  c o s t  f a c to r  ( 1 )  ab ove.  T hes e c o s ts  r e p re s e n t  
th e  d i f fe r e n c e  bet w ee n th e  i n t e r e s t  c o s t s  charg ed  by  p r iv a t e  le n d e rs  
an d th e  i n t e r e s t  c o s ts  r e s u l t i n g  fro m i n t e r e s t  r a t e s  e s ta b l is h e d  by  
th e  S e c re ta ry  to  be  charg ed  on d i r e c t  lo a n s . I n t e r e s t  su b s id y  c o s t  
e s t im a te s  a re  based  on  s e v e ra l  p r o je c te d  f a c t o r s :

( a )  A ve ra ge  l i f e  o f  lo a n  o f  10 y e a r s ;

(b )  M on th ly  a m o r t iz a t io n s ;

( c )  4 p e r c e n t  d i f f e r e n t i a l  in  i n t e r e s t  r a t e  bet w ee n p r iv a t e  l e n d e r ’ s 
r a t e  an d r a t e  e s ta b l is h e d  by  th e  S e c re ta ry  f o r  d i r e c t  lo a n s . 
C u r re n tl y  th e s e  f ig u re s  a re  e s ti m a te d  a t  11 p e rc e n t  an d 7 p e r c e n t , 
r e s p e c t iv e ly .  T here  no doub t w i l l  be  chan ges  o v e r  ti m e in  th e s e  
f a c t o r s ,  b u t th e s e  ca n n o t be  e s ta b l i s h e d  now.

(4 )  $5 00 ,0 00  to  p ro v id e  co m pet en t ma nageme nt  an d t e c h n ic a l  a s s i s t a n c e  to  
bo rr ow ers  o r  g ra n te e s  th ro u g h  c o n t r a c ts  w it h  p r iv a t e  s o u rc e s , o r  on  a 
re im b u rs a b le  b a s is  w it h  o th e r  F e d e ra l a g e n c ie s . I t  i s  in te n d e d  to  use  
F e d e ra l c a p a b i l i t y ,  an d c a p a b i l i t y  a v a i l a b le  u n d e r e x i s t i n g  c c c o e ra t iv e

j a rr an g em en ts  to  th e  f u l l e s t  e x te n t  b e fo re  r e s o r t i n g  to  c o n t r a c t in g .
Th e $5 00 ,0 00  am ou nt  i s  base d  upon  6 m on ths o f  o p e r a t io n  d u r in g  FY 19 75 .
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(5 )  $8 00 ,0 00  to  a d m in is te r  th e  p r o v is io n s  o f  th e  In d ia n  F in an c in g  A ct
o f  19 74 , in c lu d in g :

( a )  E s ta b l i s h in g  an d a d m in is te r in g  p o l i c i e s ,  r e g u l a t i o n s ,
• , p ro c e d u ra l g u id e l in e s ,  e t c . ;

(b )  A ccep ti ng  an d p ro c e s s in g  a p p l i c a t i o n s ,  f o r  lo a n s  fr om  the-  
In d ia n  R ev olv in g Lo an Fu nd ;, an d s u p e rv is in g  su ch  Io a n s ;

( c )  A ccep ti n g  and p ro c e s s in g  a p p l ic a t io n s  f o r  lo a n  g u a ra n te e s , 
in s u ra n c e , an d i n t e r e s t  s u b s id ie s  f o r  lo a n s  made u n d e r th e  
Loan G uara n te e  an d In su ra n c e  Fu nd , p e r io d ic  re v ie w s o f  su ch  
lo a n s , an d p r o te c t in g  th e  go ve rn m en ts  i n t e r e s t  to  th e  e x te n t  
p o s s ib le  on  d e f a u l te d  lo a n s ;

(d )  A ccep ti n g  an d p ro c e s s in g  a p p l i c a t io n s  fo r  g r a n ts  u n d e r th e  
In d ia n  B u s in ess  Dev elo pm en t Pro gra m .

Add ed W orkloa d F a c to rs  -  FY 197 5 o v e r FY 1974

It em U n it E s t . Amount

1 . D ir e c t  Loa ns :
a . New lo a n s  made
b . New lo a n s  made

No.
M il . $

+ 5 ,0 00 
+ $50 .0

2 . G uar an te ed  & In s u re d  Loa ns : 
a .  New lo a n s  made No. + 928
b . New lo a n s  made M il . $ + $ 4 6 .4

3 . In d ia n  B usin ess  De ve lopm en t
Pr og ra m  G ra n ts :
a . A p p li c a ti o n s  p ro c e sse d
b . G ra n ts  made
c . G ra n ts  made

No.
No .
M il . $

+ 1 ,6 7 5  
+ 670
+ $1 0 .0

The ad de d w ork lo ad  in d ic a te d  f o r  D ir e c t Lo an s ( it e m  1 . ab ove)  w i l l  be  c a r r ie d  
o u t w i th in  th e  am ou nt  re q u e s te d  u n d e r th e  C r e d i t  s u b a c t iv i t y  in  th e  O p era ti o n  
o f  In d ia n  Pr og ra m s a p p r o p r ia t io n . Th e ad de d w ork lo ad  f o r  G uar an te ed  and 
In su re d  Lo ans an d f o r  th e  In d ia n  B u s in ess  Dev elop men t Pro gr am  w i l l  r e q u ire  
76 a d d i t io n a l  p o s i t io n s  c o s t in g  $8 00 ,0 00 f o r  s i x  m on ths o f  o p e r a t io n s . Of th e  
$800 ,0 00 , i t  i s  e s ti m a te d  $5 00 ,0 00  w i l l  be  u se d  f o r  p e rso n n e l co m pensati on , 
an d th e  b a la n c e  f o r  o th e r  o b je c ts  o f  e x p e n d i tu re . Of th e  76 a d d i t io n a l  p o s i­
t io n s  a p p ro x im a te ly  45 w i l l  be  t e c h n ic a l  p r o f e s s io n a l  p o s i t io n s  an d 31 w i l l  be  
c l e r i c a l ,  a d m in i s t r a t iv e , o r  o th e r  su p p o rt p o s i t i o n s .  A ll  76 p o s i t io n s  a re  
in te n d e d  to  be  lo c a te d  in  f i e l d  o f f i c e s .

35 -650  0  - 74 - 4
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BUiftSAU OF INDIAN AFFAIRS 
INDIAN LOAM GUARANTY AND INSURANCE FUND

OBJEC T CLASSIFICATION (in thousands of dolla rs)

Identi fication code is 75 w75 ■9 75
1 0 -7 6 -  -0 - 3 - 5 0 7 actual estimate estimate

R e q u e s t P ro p o se d R e v is e d
Personnel compensation: P e n d i n ’ Am endn ien t R e b u e s t

U. l Permanent pos itions................................. 45 5 455

11.3 Positions o ther than p erm ane nt.......... .....

11.5 Other personnel compensation ..................

11.8 Special personal services payments____ , •

Total  personnel compens ation............... 45 5 455

Personnel benefits:
12.1 Civilian......................................................... 45 •45

13.0 Benefits for former p ers onnel........................

21.0 Travel and transport ation of  persons ............ 150 150

22.0 Tran sportation of  things ................................ 25 25

23.0’ Rent, communications, and uti liti es..............

24.0 Prin ting  and rep rod uc tion.............................

25.0 Other services................................................ „ 52 5 525.

26.0 Supplies and materials..................................... 60 60

31.0 Eq uipm en t....... ... ........................................... 40 40

32.0 Lands and stru ctures..... ............ ....................

33.0 Inves tments and loans..................................... 7 ,1 3 5 7 ,1 3 5

41.0 Gran ts, subsidies, and con trib utions .............

42.0 Insurance claims and indemnities.................

43.0 Interest and dividends................................... 1 2 ,0 6 5 1 2 ,0 6 5

44.0 Refunds.

bfco Tota l obligations 2 0 ,5 0 0 2 0 ,5 0 0

V.I. covckmhint  rmxnitc. or net .- mt o-iu-tu
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commissioner ’s opening  statement

Mrs. H ansen. I  am sure you have a  gen era l sta tem ent M r. Th om p­
son, which  you m ay r ead or sum mar ize.

Mr. T hompson. I w ill read  ou r sta tem ent  .
Madam  Ch air man , the  In di an  Fi na nc ing Ac t of 1974 was signed 

on Apr il 12, 1974, as Pu bl ic Law 93-262. The act au tho riz ed  ap pr o­
priatio ns  o f $80 m illion which fa lls  into thr ee  separat e ap prop riat ion 
actions. On Ju ne  3, 1974, the  Pr es iden t reques ted the Bu reau ’s fiscal 
ye ar  1975 budget be ame nded fo r the  total  au tho rized  amoun t.

Brie fly,  $50 m illion is  requested  to pro vid e capit al fo r t he  r evo lving 
loan fund  to be ava ilab le fo r di rect  Fe de ral loan s to In di an  tribes, 
org aniza tio ns  and  ind ividuals . Thi s fu nd  repre sen ts th e p rim ary source 
of  financ ing  fo r In di an s who cannot bor row  fro m othe r Gov ernment 
cre dit  agencies o r ordina ry  co mmercial lender s because of  th e In di an s’ 
low economic sta tus , loca tion , and lack of  ban kab le securi ty.

$20 mil lion  is requ ested fo r In di an  Loan Gu aran ty  and Ins urance 
Fu nd s which is to be used as a rese rve fo r losses an d to pay intere st 
subs idies on gu aran tee d and  insure d loans and to pay othe r costs inc i­
den t to, or ar isi ng  out of, such loa ns;  to pay  certa in ad mi nis tra tiv e 
costs and to pro vid e ma nag ement  and technica l ass istance  to elig ible  
borrowers a nd  rec ipi en ts of  develop men t gran ts.

$10 mil lion  is requ ested fo r the  In di an  business  developmen t pr o­
gram  which will  stimu late and  increase In di an  en tre pren eu rsh ip  and  
emp loym ent by prov idi ng  equ ity ca pi ta l th roug h non reimb ursabl e 
gr an ts  to  In di an s and In di an  tribes to establ ish  and expand  pro fit­
ma kin g India n-ow ned economic  en ter pr ise s ben efi ting In di an  res er­
vat ion s and communities .

The impleme nta tion of  th is act  pro vides the  finan cial  un de rp inning  
of the  a dm in ist ra tio n’s pledge  t o pursu e a poli cy of In di an  sel f-d ete r­
mination since  the ab ili ty  of the  Am erican  In di an  to sha pe hi s own 
fu ture  and  to assum e con trol  of Fe de ral  prog ram s created fo r his  
benef it b ears a signif icant rel ati on sh ip to the  s tre ng th  of  h is economic 
base. To th is  en d we expect  th is  p rogram  to  be the  nucleus of  our  to tal  
economic develop ment efforts.

TYP ES OF PRO JEC TS FUNDED

Mrs. H ansen. You have lis ted  the th ree proposed p rog ram s. W ill  you 
please expla in to  the committ ee the  typ es of pro jec ts whi ch will be 
elierible fo r fu nd ing und er  each p rogram  ?

Mr. T hompson. We general ly feel th at  the rev olv ing  loan fun ds,  
the  guara nte e and  intere st sub sidy and the  gr an t prog ram could  be 
int erm ing led , but gen era lly  can be used to  finance housing  pro gra ms , 
con stru ctio n ac tiv itie s to unde rw rit e new In di an  opera tions and or ­
ganiz ations th at  may star t out looking pr im ar ily  towa rd a pro fit 
mot ive f or  many of the tribes . So. I  believe  we have, as par t o f ou r jus ti­
fication, some of  the  act ivi ties th at  we have had requ ests  fo r ove r the  las t couple o f yea rs.

General ly they  cover hou sing, indu str ia l develop men t, fina ncing of 
rec rea tion develop ment, ut il ity systems, tran sp or ta tio n termi na ls,  
gro up  a rts and  cr af ts  and  enterpri ses , loans to ind ividuals , and tri ba l 
lan d purchase. T hose are some of  the  pr im ary ca tegories.
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Mrs. H ansen. We have received a request from Congressman Stei­
ger of Arizona in regard to the Yavapai Apache Tribe. I t involves the 
Montezuma Castle National Histo rical Site. It  is a $1.6 million project. 
Is tha t the type of project that  is eligible ?

Mr. Thompson. I am not familiar with tha t project. Is  it recreational 
development ?

Mrs. Hansen. It  is for touri st development.
Mr. T hompson. This would be a project tha t conceivably could be 

funded under this  act, to answer your question generally.
Mrs. H ansen. Under which one of the categories?
Mr. Thompson. Without really looking at the proposal, recrea­

tional developments could come out of the revolving loan fund or if 
we can get private  lending institut ions to provide the capita l neces­
sary to come under the loan guarantee section.

Mrs. Hansen. In other words, you do see yourselves as providing 
them with the credit, so to speak, for this kind of operation ?

Mr. Thompson. Yes.
Mrs. Hansen. We also have some requests from Indian tribes in the 

Northwest. They have been asking for a long time, as you know, 
for adequate funding to be able to buy back some of thei r land. They 
have tribal lands and fee lands. The tribe, in order to have an orderly 
management program, needs the ability  to purchase land from the 
current owners so they can prevent development they don’t want 
such as the establishment of taverns,  et cetera, on some of their recrea­
tion lands.

A tribe like the Ouinaults  has not had the tribal financing to do 
this type of thing. Under what category would this type of program 
be financed ? Would this type of activity  be eligible ?

Mr. Thompson. These types of loans would be eligible, Madam 
Chairman.

OTH ER FEDERAL LE ND ING PROGRAMS

Mrs. H ansen. My guess is tha t a loan would have to be long term, 
because a forest doesn’t grow overnight. These are cutover lands. 
They had a peculiar timber arrangement . The Indians were forced 
to sell, not just their timber, but the ir timber and thei r land  which 
was a very strange type  of timber sale. I think  they were taken advan­
tage of. The Indians just don’t have the capital to buy back these fee 
lands.

The Nisqually Tribe. I believe, is asking for funds to buy lands 
so tha t they could qualify under Mr. Bold t’s decision in the North­
west on Indian fishing.

Mr. T hompson. Subject to correction. I  believe. Madam Chairman, 
tha t there is a Federal program available. I think it is the Farmers 
Home Loan A dminis tration that is currently making long-term, low- 
interest  loans available to Indian tribes for land purchase. I don’t 
know the amount but it is generally in several millions of dollars.

Mrs. Hansen. I spent several hours with Mr. U dall when he was 
Secretary of the Interior. At that  par ticu lar point in time one tribe 
wanted to purchase back the land tha t the fee owner had which lay 
beween them and the beaches. They had the beaches. They had the 
tidelands and they had the tribal  lands lying on the other side of the 
road. But they wanted to make sure tha t there was not a lot of develop­
ment. There was no place for them to go for assistance.
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Mr. T hompson. To answer your question, Madam Chairman, these 
funds could be available for t hat  purpose. W hat we want to do is uti ­
lize, as well, other existing Federal loan and grant programs. I am 
told the new program allowing Indians to borrow from the Federal 
Government a t a relatively low interest rate is a relatively new pro­
gram, about 2 years old.

Mrs. Hansen. It  must be new because I  haven’t found many tribes 
who are aware of the program.

REVOLVING LOAN FU ND  REQ UES T

You are requesting $50 million for a revolving loan fund. Will 
this fund be available for such things as recreation ?

Mr. Thompson. That  is correct.

IN DIA N LOAN GUA RANTY AND INSU RA NC E FU ND

Mrs. Hansen. $20 million is requested for the Ind ian loan guaranty 
and insurance fund. Can you give a specific example of the loans you 
plan to grant under this category?

Mr. Thompson. These types of loans are loans t ha t Indian tribes 
may be requesting. The Bureau could work with a tribal organization 
to obtain the necessary capital needed from private lending inst itu­
tions where the Federal Government would guarantee the loan up to 
90 percent and provide the difference in interes t under the subsidy 
provision. There, too, we can run pret ty much, I th ink, the  full gamut 
of the programs that we have. I t depends. We have yet to establish, 
Madam Chairman, some priorities between the two months.

TE CH NICA L ASSISTA NCE

Mrs. Hansen. You say in your s tatemen t: “Technical assistance to 
eligible borrowers and recipients of development grants.” Give us an 
example of this type of assistance.

Mr. T hompson. Well, I think  one of the shortcomings, perhaps of 
some of the lending and g ran t programs across the Federal establish­
ment is tha t while we do relatively well on get ting the grants or  loans 
out to the Indian community, we need to do more to insure tha t the 
Indian carries out properly  the project for which the loan is made. 
We believe tha t this technical assistance to the Indian community will 
insure tha t the entire project they are entering into is successful.

Mrs. Hansen. Or is the right enterprise fo r that area ?
Mr. Thompson. Yes. Hopefully , through this technical assistance 

we will be able to shore up the management. We will hope to 
strengthen it.

IN DIA N BUSIN ESS DEVEL OPM ENT  FU ND

Mrs. H ansen. $10 million is requested for the Indian  Business De­
velopment fund. Give us an example of the projects you intend to 
fund through this  program.

Mr. Thompson. The $10 million is probably one of the keys for 
successful implementation of the program. It  is basically the"g rant 
program and we can utilize these funds to piggyback on the other
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funds. Prim arily  this will go out  as g rants to young, emerging en ter­
prises tha t don't have the equity tha t could interest  eithe r priva te 
lending institut ions or the Federal Government.

Mrs. Hansen. You  have many tribes which are requesting assist­
ance for the ir craf ts program. These types of programs are not usually  
making money immediately. But they create an ident ity and a sense 
of security. Is this the kind of program that you could envision some 
assistance being directed toward ?

Mr. Thompson. Yes; those and others.

INDIAN  AWARENESS OF FIN ANCIN G PROGRAM

Mrs. H ansen. Are the Alaska Indians par ticip ating in  the Indian 
Financing  Act?

Mr. Thompson. The Alaskan Indians are eligible according to the  
act and according to our regulations.

Mrs. H ansen. W hat steps have been taken by the BIA  to make the 
Indian world aware of this new program?

Mr. Thompson. I th ink we are doing several things, Madam Chair­
man. We recognize that it is a new act and it gives us some new pro­
grams, although not totally  new possibilities. We have experience 
with the revolving loan funds. We have met with the  National Tribal 
Chairman’s Association and the National Congress of American In ­
dians. We are prepared to sit down with them and go over the regu­
lations. We have put out the normal public relations efforts of noti fy­
ing them, the tribes, that the act has passed and its status. We have 
met with the American Banking Association. All of the loan and 
grant programs within the Federa l Establishment have been invited 
to review our regulations and to review our operations plans to  insure 
tha t we are getting off to a proper start.

So we feel, so fa r, tha t we have done our best to notify other Fed­
eral agencies and the India n community and more importantly the 
banking community.

HOUSING RENTAL

Mrs. H ansen. You mention in the justifications loans to indiv id­
uals for  housing enterprises, apartments, rentals, and so fo rth. Is this 
housing development on the reservation on a rental basis? Is it the 
construction or reconstruction of houses? Wha t do you envisage? 
You have a great backlog in Indi an housing.

Mr. Thompson. We certainly do. If  I  may, I  will have Mr. Rober­
son answer tha t since he is familiar with the  summary of tota l financ­
ing need.

Mr. Roberson. This summary was bu ilt by getting the trib al inpu t 
and agency input from out in the Indian country. This was housing 
need tha t was not covered otherwise; housing that could be pro­
vided on a rental basis, some of it subsidized once it is buil t under 
one of the Federal programs.

The other is simply nonprofit housing the  tribes could ren t to mem­
bers and to provide them the seed money to get into some of these 
housing programs tha t they otherwise could not get into. We have 
a group of Indian people out there who, in some cases, are a little 
above the poverty level so that they do not fit into some of the public 
housing programs. They would be able to make a payment on a house
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if something were available, a reasonable payment. This is an attempt 
to meet the need. This would be, in part , the kind of housing that would 
fit that  group of people. This is housing tha t tribes have asked for.

Mrs. Hansen. You are assuming tha t this is housing on the 
reservation ?

Mr. Roberson. Yes.
LA ND  O W N E R SH IP

Mrs. H ansen. I)o they own their  own lands or does it belong to 
the tribe?

Mr. Roberson. We have both categories, both individual  owner­
ship of allotted lands and t ribal ownership of lands.

Mrs. Hansen. So you have some distinction drawn between the two 
groups. When you get into housing you have other ramifications, 
such as, water and sewage facilities. As you know, as part of the 
housing programs the Indian Health  Service provides sanitation 
facilities.

Mr. Thompson. It would be our hope, through  the Indian Financing 
Act, not to supplant or replace any current ongoing Federal pro­
gram. I guess the broad policy-----

Mrs. H ansen. As you are well aware, you have a deficit of many 
million dollars worth of housing projects. Some of the need is being 
met by repair and reconstruction. You have not had too many new 
houses constructed. You are not catching up. Would the Indian 
Financing Act be used to catch up on some of your unmet needs? 
It would not be substituted for a Federal program, when the Federal 
program isn’t  meeting your needs.

Mr. Thompson. We have not reviewed how the Indian Financ ing 
Act is going to mesh with the unmet housing needs of the American 
Indian.

NEED  FO R CO NSE NS US  ON  H O U SIN G

Mrs. Hansen. Don’t you think  you and HUD and the Indian 
Health  Service are going to have to sit down together and develop 
a good consensus on where your needs are and the costs associated 
with those needs in order to develop a program t hat  will not overlap?

Mr. Thompson. I think  that  effort is currently going on. We are 
having meetings with HUD, IHS, BTA, in trying to look at the 
housing needs of the American Indians.

ST AT US  OF RUL ES  A ND  R EG UL AT IO NS

Mrs. H ansen. What is the status of the preparation  of rules and 
regulations and other administra tive matters  required to implement 
the act ?

Mr. Thompson. The act has recently been signed. We have brought 
people in to study it and d raft  regulations. They are currently  before 
the Solicitor for review. We have made them available to EDA, FH A, 
SBA, the American Bankers Association. We have them developed in 
dra ft form and they are currently under review. We hope to have 
them published very shortly.
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CRITERIA FOR BUSINESS DEVELOPMENT GRANTS

Mrs. Hansen. What criter ia will be used in making the gran ts 
under the Ind ian Business Development program ?

Mr. Thompson. There are several criteria . I guess the overall broad 
reason and philosophy behind the act is to try  to improve the eco­
nomic situation through investment capital  in the Ind ian  country. 
As you know, there has been a reluctance over the  years by private 
lending institutions, because of the uniqueness of the Indian lands 
and since they are held in trus t, the banks don’t really feel they have 
anyth ing to go af ter. These dollars hopefully will get around t ha t by 
guaranteeing loans from private  lending corporations.

One of the objectives or several of the objectives are to create em­
ployment and to generally improve the economic situat ion of life on 
the reservation.

Mrs. Hansen. Wha t evidence do you have tha t you will be able 
to find $10 million worth of worthy projects in fiscal 1975 ?

Mr. Thompson. The program did exist once before. The Bureau 
made available approximately $3.4 million in 1972. At tha t time 
there was $11 million worth of requests. There has been a high triba l 
priori ty.

Mrs. Hansen. Please insert in the record a short list of some of 
the kind of projects tha t were requested ?

Mr. Thompson. I will be pleased to.
[The information follows:]

Projects Requested for Grants

A wide variety of business projects were presented for funding. An example 
of these projects for which grants  w’ere requested ar e: tribal  construction en­
terprise ; automobile repair shop ; Indian craft s shop ; retail clothing sto re; 
logging tru ck ; snack bar and car ryo ut; beauty shop; laun dromat; service sta­
tions ; trib al farming enterprise ; and a tribal recreation enterprise.

Q U A LIF IC ATIO NS FOR LO AN S

Mrs. Hansen. On what basis will you decide whether a proposal 
qualifies under this program or under a loan program ?

Mr. T hompson. Do you mean whether it would be a revolving loan 
fund or a grant ?

Mrs. Hansen. That is correct.
Mr. Thompson. Dan ?
Mr. McDonald. The act states tha t they must not be able to obtain 

financing even under the other provisions of the act before they are 
eligible for a grant . Tha t could be determined, of course, by the 
economic feasibility of the program such as you mentioned, some­
thin g tha t obviously could not pay a debt service would be eligible 
under this, as I see it, under the grant portion.

Mrs. Hansen. Yet, tha t might contribute  to the economic total 
benefit of the tribe.

Mr. McDonald. Yes.
Mrs. Hansen. Have any proposals been received thus far  under this 

program ?
Mr. T hompson. I  don’t know’ t hat  under this program specifically.
Mr. McDonald. We have had many calls on it already.
Mrs. Hansen. Fo r what type of projects ?
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Mr. McDonald. Everything from $40 million sawmills to small 
home improvement type things.

Mrs. Hansen. Under what category would the Lummi Aquicultural 
School proposal be funded ?

Mr. T hompson. Th at would probably come under the direct or the 
revolving loan. I imagine it could come under any one of the three 
programs.

Mr. McDonald. You said the school, not the enterprise.
Mrs. H ansen. T heir aquicultural program is really a commercial 

venture for  their  tribal use. They have a request fo r a school program. 
As you know, there is no authorization for such a school.

Mr. McDonald. We help fund tha t under the employment assis t­
ance program.

Mr. T hompson. We fund students to attend  the school.
Mrs. H ansen. That is what I am asking.
Mr. Thompson. But we don’t fund th e school in total.
Mr. McDonald. I believe we do in the  sense tha t we pay the school 

tuition and other costs involved in tha t manner.
Mrs. Hansen. What is your estimate of the amount of money which 

will go to t ribes as opposed to other organizations and individuals?
Mr. Thompson. I don’t believe we have tha t developed yet, Madam 

Chairman.
[Discussion off the record.]

administration of the act

Mrs. Hansen. Mr. Evans ?
Mr. E vans. How are you going to administer this Indian Finance Act?
Mr. T hompson. We are looking at several methods. As I  indicated 

earlier, we sat down with the American Banking Association and with 
all the other Federa l programs tha t have loan and grant programs 
and activities, SB A, EDA, FHA .

Mr. Evans. Wh at is your concept at the present time?
Mr. Thompson. We are seeing the act being administered, of course, 

within the Bureau. We are not entirely clear whether we will use con­
trac t assistance, outside assistance to help us review gran ts once we 
get them. We have to determine what types of followup we are  re­
quired to have. As you know, the  Bureau has some experience in this 
effort in tha t we had a revolving loan fund that  we have operated 
rather successfully for quite a few years which was a direct loan be­
tween the Government and the Indian communities. So we have tha t 
experience to fall back on. The new areas are the loan guarantee and 
interest subsidy programs. So we are not entirely  clear on what would 
be the best way to go forward. We are meeting with the other  insti­
tutions to determine their successes and weaknesses so we don’t repeat the ir mistakes.

CA PA BILITY  TO BE GIN PROGRAM

Mr. E vans. How soon will you be in a position to go into business under this  act?
Mr. Thompson. I guess it is just  about as soon as we can get some of 

the funds. We have some in-house capability.
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Mr. E vans. Having the funds is one thing. Having your adm inist ra­
tive organization all set up with the  manpower, guidelines, regulations 
and policy is an  entirely different question.

Mrs. Hansen. They will have time by the time OMB distributes the 
money.

Mr. E vans. When do you think  you will be in business under this act?
Mr. Thompson. Since the act was passed and prior to the passage we, 

I th ink, from an administrative poin t of view are in excellent shape as 
far  as regulations go. We are looking at  our manpower needs and have 
several things under discussion with the Department as to what types 
and numbers of manpower.

Mr. E vans. Is i t going to take you 2 weeks, 2 months, 5 months or 
what?

Mr. Thompson. I would estimate about a month.
Mr. McDonald. We have a ta rget date of October 1 depending on 

the appropria tions.
Mr. E vans. All these questions will be solved and you will be in busi­

ness if you have the money ?
Mr. McDonald. We expect to be ready sooner than tha t.
Mr. Zun i. We already have an organization that is administering 

revolving fund programs. So by gearing up to administer the new act 
we have a base from which to start.

policy  of distributing funds

Mr. E vans. The last question, Madam Chairma n: Wha t policy will 
you have that directs itsel f to making these funds and programs avail­
able all over the country? There are so many Indians from the west 
coast to the east coast. The chairman suggested even Alaska. You 
alluded a while ago to an interes ting request fo r a $40 million sawmill. 
You would be out of business for the year i f you do that. W hat  kind of 
a policy are you going to undertake to reflect this thin  spreading of 
your assets tha t you are asking for under this  act?

Mr. T hompson. I  th ink this is one of the priorities tha t we have to 
look to the basic law for. I believe the intent of this act was to gener­
ate, stimulate and create a better economic climate on Indian reserva­
tions. I  feel tha t was the spiri t and inten t of the law. I f we star t from 
tha t premise and move out to other priorities, then  I  imagine the top 
prior ity would be Ind ians residing on or near In dian  reservations.

Mr. E vans. I t’s obvious you are not going to be able to  divide the 
funds you have here into sufficient piles for  each tribe. Will i t be done 
on a first-come-first-served basis ?

Mr. Thompson. On a project basis. Obviously first-come-first-served 
may not be the best prior ity for funding some of these requests. We 
have to review the applications, look at the repayment possibilities 
and probabilities to insure tha t we have a successful program.

ACTU AL AD MIN ISTE RI NG  OF PROGRAMS

Mr. Yates. May I  follow that  up ? Who will do the actual adminis­
tering, the BI A agents out in the field ?

Mr. Thompson. The  basis is the revolving loan funds, so we have 
an organization. Tha t question has not really been finally resolved. We 
are currently looking at the manpower needs as far  as numbers and
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types. I f we are to do the whole job—we are not foreclosing the pos­
sibility or  probability of using outside expertise to help us in adminis­
tering  the program.

Mr. Y ates. Will it be very much like the Small Business fund?
Mr. T hompson. I can’t say now. We have met with SBA to look at 

their  operating  techniques. We have met with the  American Bankers 
Association.

We have not really decided exactly how, in  minute detail, the pro­
gram will be run. We are  looking at several management options.

MA XIMU M ALLOW ABLE LOAN

Mr. Y ates. Is there a maximum loan tha t an applicant may bor­
row?

Mr. T hompson. I don't believe tha t has been determined by regula­
tion.

Mr. Roberson. The act  provides a limit of $100,000 for a guaranteed 
loan to an individual. There is no limit to the amount for a tribe or 
organization of Indians. The grant port ion of the act provides a limit 
of no more tha n a $50,000 gra nt to  any one individual or t ribe or o r­
ganization.

Mr. Y ates. Thank you.

CRITERIA IN  AWARDING LOANS

Mrs. H ansen. Y ou are requesting $50 million under the revolving 
loan fund. What criteria  will be used in awarding these loans?

Mr. Roberson. As the  chairman is well aware, we have the backlog 
which you have seen.* A part  of that  backlog is $13 million.

Mrs. Hansen. I imagine there is another billion dollars t ha t I  have 
not seen.

Mr. Roberson. We actually have commitments on approved loans 
pending the availability  of funds of some $13 million.

Mrs. Hansen. Can you give us an example of the types of loans?
Mr. Roberson. I  believe our figures would show that about 42 per­

cent of  th at amount would be for lending to tribes to relend to their  
members under their lending programs.

Mrs. Hansen. For  what type of projects are they going to lend 
the funds ?

Mr. Roberson. For a wide variety of things, from housing improve­
ment to businesses, to short-term loans, livestock operations, logging 
operations, small businesses, temporary loans because of certain family 
circumstances, this sort of thing.

Mrs. Hansen. When you loan to a tribe, you don’t have as much fis­
cal difficulty of guarantees as you would with an individual,  do you, 
because you do have their land, or is it available ?

Mr. Thompson. I  think th is has been one of the problems in getting 
private capital on Indian lands because of course the tribe and the 
Department being trustee cannot and will not alienate the Ind ian’s 
land. So a banker looking at an investment opportunity on the reserva­
tion realizes rather immediately that h is collectible assets are minimal 
and consequently other markets are more lucrative to him.

Mrs. Hansen. Some tribes have collectible assets inasmuch as they 
own timber. Timber  is severable from the land. Suppose you have a
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tribe  that decides they want to go into a fishing operation. For exam­
ple, they want to supply Ind ian fishermen with boats and nets. You can 
consider that a collectible asset because it  is severable from the land. 
Isn ’t this correct ?

Mr. Thompson. That is correct.

TR IB AL  FU NDS

Mrs. H ansen. The Navajos, fo r example, have sizable tribal funds. 
Can these funds be used as a guarantee?

Mr. T hompson. Madam Chairman, I don’t believe those are attach­
able since they are  judgment awards. I don’t believe tha t is a ttachable 
income.

Mrs. H ansen. Supposing they are not judgment awards. Suppose 
the money in the  tribal council has been built up by other things  such 
as sale of timber ?

Mr. Thompson. If  they are nontrus t assets, they are assumable.
Mrs. H ansen. The committee will adjourn  until 1 p.m.

Afternoon Session

REPA YM ENTS OF LO AN S

Mrs. H ansen. The committee will come to order.
The $50 million revolving loan fund is a one-time authorization. 

Since very li ttle can be expected in loan repayments in 1975, you will 
be faced with  a drastic  reduction in your program in fiscal year 1976. 
Wouldn’t it  be better to appropria te less than  the $50 million in fiscal 
year 1975 and “save” some of your authorization for future years?

Mr. Thompson. I n 1976?
Mrs. H ansen. Yes.
Mr. Thompson. If  I understand the question. Madam Chairman, 

we do have a backlog tha t we can identi fy immediately of approxi­
mately $25 million from the revolving loan fund of t ribes that have 
come in. We feel tha t there is sufficient request to really come pre tty 
close to hitting  the mark.

Mrs. H ansen. If  all the funds are expended in fiscal year 1975, 
then there will be little  or no thing to loan in fiscal year 1976 because 
your repayments will not be coming back into the fund in substantial 
amounts until afte r fiscal year 1976. I am asking you i f it would be 
better to only part ially  fund the program this year and fully fund 
the program next year?

Mr. Thompson. One of the concerns th at we had, Madam Cha ir­
man, was t ha t the reverse could happen as well, th at if we get less 
appropriated toward the $50 million which is the  total authoriza tion 
under the revolving loan, as you very well point out, if we get less 
than  that, appropriated , we would run over and again have a lot of 
Indian people saying they were very angry at the Bureau and at us 
for not being able to respond.

If  we had it appropriated in 1975, what we don’t use in 1975, if 
there is a surplus  there, would remain available in 1976 since i t is 
no-year money.

Mrs. H ansen. Of the $50 million you are requesting, how much do 
you actually think you will be able to use effectively in 1975? You 
will probably have more than  enough requests to use the $50 million.
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If  this happens you might have some very frust rated  Indian people 
not having anything in the fund next year.

Mr. Thompson. I think we could handle tha t somewhat adminis­
trative ly, Madam Chairman, if we were to get the full amount. Ad­
ministra tively I think we can control the amounts of grants  and loans 
so tha t we don’t get in a surplus situation in 1975 and a deficit, if 
you would, technically, in 1976.

One of the primary reasons of seeking full funding in 1975 was 
that , should some excellent proposals come through, then we want 
to be in a position to respond. We are not saying that we want to 
spend all of the revolving loan money in  1975 and leave nothing for 
1976. But we do need some for reserve situations as well.

DIS TR IB U TI ON BETW EE N TR IB ES  AN D IN DIV ID UALS

Mrs. H ansen. W hat is your estimate of the amount of money which 
will go to tribes as opposed to individuals  and organizations?

Mr. T hompson. I  don’t believe we have tha t information currently 
within the Bureau. Tha t will be dependent upon the types and amounts 
of requests received for assistance. We would probably have no way 
of projecting  tha t.

Mrs. H ansen. Will any of these funds be used for land purchase?
Mr. Thompson. The moneys can be used for land purchase pro­

grams. As we pointed out, the Depar tment  of Agricu lture does have 
an ongoing program. I believe they have about $25 million to $30 
million in it now. I don’t know the  total amount available to tribes, 
but a lot of tribes do have them.

Mrs. H ansen. What will be the terms and conditions of the loans 2
Mr. T hompson. You might want to take tha t question, Mr. Rober­

son. The act limits the term of any  loan to  30 years. Of course, one of 
the conditions is tha t the interest  rate on direct loans is set by the 
Treasury Department, based on the current yield on municipal bonds 
of like maturi ty to  the loans th at we are making. So tha t they furnish 
us monthly an interest rate.

Mrs. H ansen. Are you going to be paying more interest than  for­
eign governments nay for their loans ?

Mr. R oberson. I am sorrv I couldn’t answer that.
Mrs. Hansen. You might  ask the Treasury Department to make 

a comparison. What would be your current rate on loans today?
Mr. Roberson. Seven percent is what Treasury has furnished us.
Mrs. H ansen. You know as well as I do that some foreign govern­

ments are granted loans at rates way below 7 percent. Why should 
our own Indian people pay more than  some of these foreign govern­
ments ?

Mr. Sykes. Tha t provision is in the act as it was passed, u nfor­
tunately.

loan payback

Mrs. Hansen. What  is your estimate of the payback from these 
loans in 1976 and 1977 ?

Mr. Thompson. If  it follows the trend  of the revolving loan fund, 
it will be very good. Over the years we were relatively  proud and the 
Bureau is relatively proud of the payback percentage we have received 
through  the revolving loan fund.
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Mrs. H ansen. Please insert in the record an estimate of the  amount  
of funds you expect to be paid back in fiscal years 1975 and 1976.
. Mr. Thompson. We would be pleased to.

[The information follows:]
Loan  P ayback

Assuming the appropriat ion of $50 million in fiscal yea r 1975 fo r the  revolving 
loan fund  and th at  the full amount would be loaned out dur ing  th at  year, 
collections of principa l and int ere st are  est ima ted at  $7.4 million in 1976 and 
$7.3 million in 1977.

LOAN  GUA RAN TY AND INSU RA NC E FU ND

Mrs. H ansen. You are requesting $20 million for the Indian loan 
guaranty  and insurance fund. Please explain  the various items in­
cluded in this request ?

Mr. T hompson. The types of programs, Madam Chairman?
Mrs. H ansen. Yes.
Mr. T hompson. Mr. Roberson might be more informat ive to the 

committee on that.
Mr. Roberson. The loan guaranty and insurance fund, which is 

established in title II  of the act but funded in titl e I I I  of the act, 
allows the Secretary  to  establish reserves fo r payment of anticipated 
losses, to set aside moneys for payment of interest subsidies on guar­
anteed and insured loan, allows him to take 5 percent of the amount 
appropriated in title  I I I  to  buy technical assistance where necessary 
for the recipients of grants and loans, and allows him to  pay certain 
administrative  costs and expenses of the operation of the  titles of the 
act out of tha t fund. We have requested, out of the $20 million, 
amounts for each of those as specified, including the $800,000 shown 
there for administrative  purposes in fiscal year 1975.

PERSON NE L REQUEST S

You will note that , while the act allows 5 percent of the amount 
appropriated to be used for technical assistance purposes, since we 
anticipate only being operative roughly 6 months of this fiscal year, 
rather than  allocating the  full 5 percent, we have only taken hal f of 
tha t amount to set aside for th at purpose in this fiscal year—$500,000, 
in other words, rather  than $1 million.

Mrs. H ansen. You are requesting 45 technical professional posi­
tions. W hat type of people are you going to hire?

Mr. Roberson. The breakdown there was technical in terms of 
having  technical competence either as loan specialists or in business 
management and the types of skills t ha t wmuld assist that borrower 
or t ha t grantee in being successful, a combination of those.

Some of our areas and agency offices where the  applications will be 
handled have expertise now in thei r staff.

Mrs. H ansen. I know they have expertise in delaying projects.
Mr. Roberson. Part icularly  in business management capability , 

and other places, the area offices have said we need tha t capability. 
A p art  of tha t 45 would be loan specialists competent to examine and 
pass on the feasibility and repayment capacity of loans.
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Mrs. H ans en. W ill  these technical  pos itions be pe rm anen t pe r­
sonnel, or  will  you hi re  people on a pa rt- tim e basis? W ha t do you 
con tem pla te?  I  foresee a brand new burea ucrac y at  the B I A.

Mr. T hompson. We  haven’t rea lly  mad e any  final admi nis tra tiv e 
de termina tion as to wh at would be the best method of pu tt in g people 
on under the Civ il Serv ice, th at  is, ma kin g them Bu rea u employees 
or ha vin g ce rta in  co ntr ac t people assi st us, ge tting  outside  people 
who have a pro fessional  business rel ati onship to assi st us. These are  
some of the options we are loo kin g for .

Ou r rea l objective an d rea l effort  is wi th  the new prog ram to  tr y  
to max imize the bene fit t o the In di an  com munity  out of the pro gra m.  
Obvious ly, it ’s rea lly  no t ou r in tent  here  to see how big a num ber  
we can add to  the Bu rea u personnel.

Mrs. H anse n. I  underst and. Su ppos ing  you are  going to purchase  
land . Th e purch ase  of  lan d its elf  in ma ny instances is kind  of  a one­
tim e task . You  wo uld n’t need t hat  m an on a continu ing  basis.

On the  oth er hand , if  you are  go ing  to loan money fo r a log gin g 
ope rat ion , you  wou ld wa nt someone who underst ands  th at  indu str y 
and is a vai lab le long  enough  so th at  a ll the practic es of  good ma nag e­
ment, are follow ed.

Mr. T hompson. W e would hope  to deve lop a flexible arr an ge me nt  
so th at  we can  allow act ivi ties such  as th at  to go on. Where we need  
exp ert ise  on a one-shot  basis  we can go ou t to the  pr ivate sector  or 
oth er Gover nment  agencies and hopeful ly othe r burea us of ou r De­
pa rtm en t and ask  fo r assi stance in th is  are a on a contr ac tual a r­
rangem ent . Th e law  did  set th at  m echanis m up  fo r us. I t  d id  allow us 
to go out  an d do that . We  hope to  make ful l use of  it.

I  th ink t he  success  of  f ull y im ple me nting  th e In di an  F inan cing  A ct 
is going to requir e a lot  of th at  dif ferent  type of act ivi ty.  We are  
looking forward to  do ing  it, re ally .

Mr. Roberson. Ma dam  Ch air ma n, the pro vis ion s of  the act  br ing 
some new peop le int o eli gib ilit y fo r loans th at  we haven’t been ser v­
icin g befo re. Simp ly because we hav e money will make it possible to 
serve  other people that  we ha ve no t been serv ing . A v ery  go od exam ple 
is in Ca lif ornia whe re we do not ha ve an y peop le prese nt fo r h an dl ing 
loans, wi th the exception of the Ho opa Valley  Reservat ion . So we 
have a whole service populat ion  in Ca lif ornia and  no staff.  So we do 
have some new are as opening up there t ha t we need  to  cover with staff.

Mr. Syke s. In  the two  sections of  t hi s act , au tho riz ati ons are  made 
fo r 3 yea rs, the  $20 mill ion and  the $10 mil lion  for 1975, 1976, and  
1977, which will be new money com ing in. Al l 3 of those yea rs. These 
people will h ave  to be available . T hey w on’t make all the  loans in  1 year . 
I t will  be sprea d over at least 3 years  or more.

EXPECTED DEF AUL T RATE

Mrs.  H ansen. I s the  $46.4 mi llio n in loan s all from  the pr ivate 
sector  ?

Mr.  Roberson. A s men tioned on page 12, i tem 1; yes.
Mrs. H ans en. You are  req ues ting $6,435,000 fo r rese rve  fo r losses 

to cover  15 perce nt of  the  am ount guara nte eed and insured. Do you 
ac tua lly  expect  a 15-percent  de faul t ra te  ?
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Mr. Thompson. If  I understand the mechanics of the act, tha t is 
the maximum amount t hat  we have to keep in reserve to satisfy the 
requirements o f the act. I believe that is mechanically how i t works. 
You might want to expand on it.

Mr. Selvey . When the bill was originally introduced, informat ion 
was obtained from some of the other agencies t ha t have guaranteed 
programs and a 15-percent ra te was the loss factor at tha t time. We 
have used this 15-percent reserve rate for processing the bill. We still 
think  that would be a good figure.

INTEREST SUBSIDY PROGRAM

Mrs. H ansen. Please explain the operation of your interest subsidy 
program.

Mr. Roberson. The act provides that, in guaranteeing or insuring a 
loan, the Secretary may pay an interest subsidy in the amount nec­
essary to provide tha t the borrower will pay no more th an the rate he 
would be pay ing if he were borrowing the money directly from the 
Bureau of Indian Affairs revolving loan fund.

For example, if we now have a rate of 7 percent in tha t fund, i f the 
individual were to negotiate at a rate  of 12 percent from the bank, 
then we could pay a 5-percent subsidy for the term of tha t loan.

Mr. Yates. Will th at rate of interest vary ? This is a period of high 
interest. Of course, that is a subsidized interest rate. Suppose through 
some miracle the present market ra te falls  from above 11 percent down 
to about 8, or 7, or 6 percent. Will your interest rate vary?

Mr. Thompson. The basis for the subsidy varies from the Treasury ’s 
prime rate. Whatever the current market is requesting-----

Mr. Yates. Is there a standard differential ?
Mr. Thompson. No.
Mr. Wiles. I t wouldn’t necessarily be a varied standard. The costs 

are different when you borrow money from the bank than  from the 
Treasury. If  the bank rate were to drop, certainly the Treasury rate 
would drop. That  difference will be the interest  subsidy which BIA  
will pay.

Mr. Yates. I don’t know why it hasn't been done before.

DOMESTIC COUNCIL  ON INDI AN S

Mrs. H ansen. Mr. Thompson, you haven’t informed the committee 
yet on the reception the proposed new Domestic Council Committee 
on the Indians is receiving from the Indian people. We are rapid ly 
approaching markup.

Mr. T hompson. We are continuing to meet with  other admin istra­
tion people on the Domestic Council.

Mrs. H ansen. You better meet with the India n people.
Mr. Thompson. We will work with Mr. Wiles on that.
Mrs. H ansen. Thank you very much.
Mr. Thompson. Thank you.

35 -650  0  -  74 - 5
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Tuesday, J une 11, 1974. 

BUREAU OF LAND MANAGEMENT

Energy  Programs

W IT N E SSE S

EDW A RD  L. H A STEY , A SSIS TAN T D IR EC TO R , A D M IN IS T R A T IO N  
F R A N K  EDW A RDS,  A SSIS TAN T D IR ECTO R, M IN E R A L S M A NA GE­

M ENT
PA U L V E T T E R IC K , C H IE F , D IV IS IO N  OF BU DGE T AND PROG RAM  

DEV ELO PM ENT
DALE  ZIM M ER M A N , A CTIN G  C H IE F , D IV IS IO N  OF U PLA N D  

M IN E R A L S
FR A N C IS  M. W IL E S , D IR ECTO R OF BUDGET , O FFIC E OF SECR ETA R Y  
V IN C E N T  E. M cK ELV EY , d ir ec to r , ge ol og ic al  su rv ey  
RUSS ELL G. W A YLAN D, C H IE F , CONSE RVATIO N D IV IS IO N , GE O­

LO GI CA L SU RV EY

JU ST IF IC A T IO N  MATE RI AL

Mrs. Hansen. The next agency to appea r is the Bureau of Land 
Management. The principal witness is Mr. Edward L. Hastey, Assist­
ant Director, Administration. We will insert the item from the House 
Document 93-307 and the justifications in the record at this point. 

[The information follows:]

DEP ARTM ENT OF TH E INTE RIOR

Budget
appen­

dix
page Heading

1975
budget

request

Amend­
ments

previo usly
proposed

(H. Doc. 
93-209 and

H. Doc.
93-286)

Proposed
amend­

ments
Revised

reques ts

BUREAU OF  L AND MANAGEM ENT

519 Managem entof land and resource s.................
Th is proposed amendment  wil l provide 

for the processing of geothermal resource 
lea se applicatio ns under  the  recently an­
nounced leas ing program , fo r the time ly 
proce ssing  of a sub stantia lly incr ease d 
volume of simultaneous f ilin gs fo r oil and gas 
leases , and for  adm inis trat ive supp ort for 
incre ased energy act ivity work load. The se 
act ivit ies all  suppo rt programs to accelerate
development of domestic  energy  reso urces.

$11 9,334,0 00 $22,0 25 ,00 0 $1,110 ,00 0 $14 2,469,0 00
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DEPARTM ENT OF TH E IN TE RI O R- BU RE AU  OF LAN D MANAGEMENT

House
document
No. 93-286
page Heading

Request Proposed Revised
pendin g amendment request

2 Management of lands and resources ......................................$141 ,359, 000 $1,1 10,000  $142 ,469, 000

DEP ARTM ENT OF THE  INT ERIOR , BUREAU OF LAN D MANA GEMENT, MANAGEMENT OF LA ND S AND RES OU RCE S—  
PROGRAM AND FIN AN CIN G (IN THO USANDS OF DO LL AR S)

1975 1975 1975
request proposed revised

pending amendment request

Program by activi ties :
Direct program

Resource management, conservation and protection
Cadastral sur vey.......... . ...............................................
Firefighting ana rehabilitatio n....................................
General administration.................................................

Total, direc t program................................... ...........
Total, obligat ions.......................................................

Finan cing:  Budget author ity.......................... . ...................
Budget author ity: App rop riat ion ............................. .........

Relation of obligations to outlays:
Obligations  incurred, ne t......................... ...................
Obligated balance, start  of year..................................
Obligated balance, end of year....................................

Outlays, excluding  pay raise su pp le m en ta l-. ...................................
Outlays  from civi lian  pay raise sup pleme nta l....................................

119,228 860 120,088
12,580 . . . . 12,580

5,400  . . . . 5,400
4,151 250 4,401

141,359 1,110 142, 469
141, 359 1,110 142,469

141,359 1,110 142,469
141,359 1,110 142,469

141,359 1,110 142,469
5,11 0 . . . . 5,1 10

-8 ,6 4 6 - 2 0 -8 ,6 6 6

137,723 1,090
1 0 0 ..........................

138, 813 
100

OB JEC T CL ASS IF IC AT IO N (in  thousands of dollars)

Direct obligat ions:
Personnel compensation:

Permanent positions.........................
Positions other than pe rm an en t.. ..
Other personnel compensation........
Spec ial personal services payments.

Total personnel compensation
Personnel benefits: Civil ian ...............
Travel and transportation of persons
Transportation of thin gs.....................
Rent, communications, and ut ilit ies ..
Print ing and reproduction..................
Other service s......................................
Sup plie s and ma teri als. ......................
Equip ment .......................... .................
Lands and stru ctures ..........................
Grants, subs idies,  and contribu tions. 
Insurance claim s and inde mni tie s.. .

Subtota l...................................................................................................
Quarters and subsistence charges................................ ........... ...............

55,427 525 55,9 52
8, 494 30 8, 524
3,074 37 3,111
1,998 ____ 1,998

68,993 592 69, 585
8,077 51 8,128
7,003 115 7,118
3,472 20 3,492
9,86 6 92 9,958

873 45 918
31,866 100 31,966
7,108 50 7,158
2, 41 4' 45 2,459
1,735 ____ 1,735

2 ____ 2
2 0 ........ 20

141,429 1,110
- 7 0 ...........................

142,539
- 7 0

Total, direct obligations......................................................................... 141,359 1,110  142,469
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MANAGEMEN T OF LAN D AND RES OU RCE S— PE RSON NE L SUMMARY

1975
request
pending

1975
proposed

amendment

1975
revised
request

Direct:
Total number of permanent positions__________________ _______  4,049 53 4,102
Full-tim e equivalent of other posi tions__________________ _______  1,116 4 1,120

Average paid employment________________________________ . _____  4,917 57 4, 974
Average GS grad e_____ __________________________________ _______  9.0 9.0 9.0
Average GS sa la ry ______ ________________________________ ..............  $14,527 $14, 527 $14, 527

BUREAU OF LAND  MANAGEMEN T—C ON SOL IDA TED  SCH ED UL E OF PER MANEN T PO SIT IONS  PAI D FROM FUNDS TO 
TH E BUREAU OF LAN D MANAGEME NT— DET AI L OF PER MANEN T PO SIT IONS

1975 1975 1975
request proposed revised
pending amendment request

Executive  level V................................................................................................
G S -1 7 .. ..............................................................................................................
GS -16 .................................... . ...........................................................................
GS -15 ...................................................................................................... . ..........
GS -14 ..................................................................................................................
GS -13 ..................................................................................................................
GS -12 .................................... . ............................................................................
GS -11 ..................................................................................................................
GS -10 ..................................................................................................................
GS- 9....................................................................................................................
GS-8....................................................................................................................
GS -7 .
GS -6 .
G S- 5.
G S- 4.
G S- 3.
G S- 2.
G S -1 ................. . ............................................ . .............................. ........... ..

1
1
8

42
120
321
50G

1,082
5

1,072
42

568
203
529
260
90
27

2

7

17

15

14

1
1
8

42
120 
321 
506 

1, 089 
5

1,089
42

583
203
543
260
90
27

2

Total permanent positions ....................................................................  4,879
Unfilled positions, June 30.................................................................... —356
Total permanent employment, end of ye ar......................................... 4,523

53

53

4,932
-3 5 6
4,576

Department of  the Interior, B ureau of  Land Management

MAN AGEMENT OF LANDS AND RESOURCESThe increase of $1,110,000 in this appropri ation is needed to respond to an increased uncontrollable workload associated  with energy resource leasing and to provide administra tive support for overall  fiscal year 1975 program expansion.
Activ ity Program Amount

1. Resource management, conservation, and protection___ Geo therma lleas ing..................    $500,000
Oil and gas fili ng s............................................  360,000

860,000
4. General administration........................................................................................................................................  250,000

To ta l..............................................................................................................................................................  1,11 0,00 0
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DEPARTMENT OF THE INTERIOR, BUREAU OF LAND MANAGEMENT 

1. RESOURCE MANAGEMENT, CONSERVATION, AND PROTECTION 

[Fiscal year 1975: Request pending—$119,228,000; proposed amendment— $860,000; revised request—$120,088,0001

Explanation

Increase ( + )  o r de­
crease ( —) Total program

Amount Positions Amount Positions

To respond to  an estimated 6,500 noncompetitive geothermal ap­
plications to be received through fiscal year 1975; hold 10 add i­
tional competit ive lease sales; and issue 1,000 noncompetitive 
geothermal leases.......................- .......................- ........... - - - -

To process an estimated 1,247,000 simultaneous oil and gas fili ng s.
+$5 00,000 
+360 ,000

+25
+18

$1,230,000  51
1,910,000 138

To ta l............................................................................................. +860 ,00 0 +4 3

Need, for Amendment.— In response to the need for increased  energy resource 
development, the public has  generated  a sizeable and  uncontrol lable  increase in 
BLM’s workload in handling simul taneous oil and gas filings and in processing  
geothe rmal lease  applica tions. The Bureau  mus t have additional capa bility to 
respond in a timely  manner to these  init iati ves  and  thereby fulfill its  responsi­
bility for energy resource leasin g on nat ional resource lands.  Specific requ ire­
ments in these two areas  ar e discussed below.

GEOTHERMAL LEASING PLUS $500 ,0 0 0  PLU S 25  POSITIONS

In direc ting the Department of In ter ior  to prepare a leasing prog ram for  the 
development of geotherma l energy on Federal  lands, the  Pr esid ent in h is April 18, 
1973, energy message, recognized the  im portance of geothermal energy in supply­
ing a pa rt of the  wes tern  energy demand and there by relea sing othe r energy 
resources  th at  would have had to be used. While geothermal resources are  not 
expected to provide more tha n 2 percent of the nationa l elect rical  power genera­
tion requirement by the year 2000, the significance of geotherm al development is  
seen in the  fact t ha t the product ion of one meg awa tt from geothermal steam  saves  
35 barre ls of oil a day.

On December 18, 1973, the Secreta ry of the In ter ior  announced tha t competitive 
geothe rmal lease  sales would be held in Cali forn ia in Janu ary 1974 and th at  the 
Department will accept applications to noncompetitively lease  geothe rmal re­
sources on lands outside  known geotherm al resource a rea s (KGRA’s).  The Secre­
tary ’s decision to open these  lands to noncompetitive leasing has  substantial 
impact  upon BLM in processing these applications. Due to the timing of the 
Secreta ry’s decision regarding noncompetitive leasing, capa bility to handle this  
addit ional  workload has not been provided  in the fiscal year  1975 Pre sident ’s 
budget since, to  date, all p rogram funds  have been large ly oriented to competit ive 
leasing of about  five sales per year. However, the Bureau  cannot wa it unt il fiscal 
year  1976 to  acqu ire this needed additional capability.  During the ini tia l 36-day 
simultaneous period  in Jan uary,  2,456 noncompetitive lease applications were 
submitted. The Bureau estim ates that  approxim ately  6,500 appl ications will be 
submitted  between January 1, 1974, and Jun e 30, 1975.

Bach of these  applications requires establish ment of a case file, nota tion  of 
records, and dete rmination of possible overlap in lands und er application.  When 
Half or  more of the land subject to noncompetitive leasing is covered by a nother  
application filed during the  same application filing period, land included in the 
first application will be designated a known geothermal resource  area and thereby 
is subject to competi tive leasing. In cases where such overlap exists , a decision 
mus t be rendered by an adjudica tor  and each applicant notified. In cases where 
leasing may remain noncompet itive, an environmental ana lysi s m ust be prepared 
and an on-the-ground review of the proposed plan of opera tion—submitted with 
each applica tion—must be completed. Appropr iate r eha bili tation stipulat ions must 
be developed and incorporated in to the lease, prio r to i ts issuance.  Using a f actor 
of 20 percent. 1,300 of  the  6,500 applications projected to be submitted  through 
fiscal yea r 1975 will contain sufficient overlap in lands unde r application to be 
rejec ted and the lands designated KGRA’s.
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In response to the intere st in ge otherm al leasin g expressed in the  6,500 ap plica­
tions, the  Bureau requires addition al capa bility to fac ilit ate  a timely, orderly  
program  covering the lands opened to noncompetitive leasin g on December 18, 
1073, th at  is, 58 million acres  of prospectively  valua ble lands und er Federal 
control and all othe r public land s not with draw n. We are requesting  $500,000 and 
25 positions  in fiscal yea r 1975 to process the  noncompetitive lease applications  
and hold competi tive sa les in the KGRA’s create d as a result of over lapping  appl i­
cations. In the  i nte res t of f aci lita ting explorati on and development of geothermal 
resources  and being responsive to public deman d work, our reque st is a minimum 
requirem ent. The positio ns in our geoth emjal base progra m are  not avai lable  for 
this sub stan tial  workload. Nineteen positio ns in the  fiscal yea r 1971 geotherm al 
base are  fully  committed to activities rela ted to holding up to five competitive  
lease  sales in fiscal yea r 1974. These activities inc lud e:

(1 ) Determining location and order of pri ori ty of lease offerings.
(2 ) Completing technical exams and envir onmental impacts state men ts, in­

cluding preparatio n of st ipulat ions.
(3 ) Conducting presa le evalu ation s with USGS.
(4 ) Publishing lease offerings.
(5 ) Holding the sale, perfor ming post-sale evaluation , and awa rding the lease.
The remaining seven positio ns in the  base progr am are being utili zed to begin

processing the  noncompetitive application s received in Jan ua ry an d in the months 
following.

In  fiscal yea r 1975 the base positions will be conducting the  above activ ities  
for up to 5 competitive lease sales in alre ady  design ated KGRA’s. In addition, 
they will be administe ring  the leases issued  in fiscal y ear  1974, including review­
ing development of mining plans  and monitoring for compliance. They will also 
begin th e e nviron menta l analysis work prel imin ary t o sales p lanne d fo r fiscal y ear 
1976. The requeste d $500,000 and 25 positio ns will provid e t he  capa bili ty to hold 
10 competit ive lease sales in addit ion to the five a year  already programed, proc­
ess the 1,300 noncompetitive applic ation s with  over 50 p ercent overlap, and issue 
up to 1,000 noncompeti tive leases. Ten positio ns are needed to accomplish the 
office work associated with processing  the appli cations (rec ord s notat ion, plot 
location, adjudicatio n, lease issuanc e or appli catio n rej ect ion ). Ten posit ions are  
needed for field work, including prep aring environme ntal analyses and reviewing 
operating  plans subm itted with each applica tion. Five positio ns are required in 
associat ion with the  p reparat ion and conduct of the add ition al competitive  sales.

Lending urgency to processing the  noncompetitive lease appl icati ons is the in­
vestment of a $50 filing fee required to be subm itted  with  each appli catio n (an d 
deposited in t he  U.S. T reasury).  This sum was estab lished  to he lp de fra y the  cost 
to the government of processing the  applica tion. The 6,500 noncompetitive ap­
plicat ions will result in revenues  of $325,00 0 thro ugh  filing fees alone. In  add ition  
to responding to public  demand work in a timely manner , the  leases to be issued 
in our proposal would also resu lt in consid erable revenue being deposite d in the 
U.S. Treasury.  If each of the 1,000 noncom petitive  leases  average d 2,000 acres, 
the advance  rental of not less than $1 p er acre requ ired  pr ior  to  pro ductio n would 
amou nt to  $2 million annual ly.

In  addit ion if each competi tive mu lti tra ct sale on a newly c reat ed KGRA aver­
aged 20,000 acres and resu lted in an average bid of $50 pe r acre, the 10 sa les would 
bring $10 million in bonuses. In view of the urg ent  need to develop new, clean 
energy resources, the int ere st expressed by th e public and industry in geotherm al 
leasing, and the  revenue which will accru e to  the  Fed era l Government through 
the geothermal program , it  is imp ortant  th at  the  Bureau  be provided the  re­
quested  ad dition al funds  and manpower in  fiscal yea r 1975.

SIM ULT ANEO US OIL  AN D GAS  F IL IN G S  PLU S $ 3 6 0 ,0 0 0  PLU S 18  PO SIT IO N S

Duri ng fiscal year 1974, there has  been a signific ant incre ase in the  n umber of 
simu ltaneo us oil and gas filings which requi re processing  by BLM. Fo r example, 
where our Wyoming office averaged 19,000 simul taneo us filings a month  l as t year, 
it is now aver agin g 50,000 filings monthly. Sim ilar acceleratio n is being exper i­
enced in Colorado. New’ Mexico, Montana, Utah, and in our Eastern Sta tes office.

One explan ation  for this increa se in unco ntrolla ble public deman d w’ork  is the 
short age in avai lable  oil and gas w’hich has caused  the  price of erode  oil to in­
crease from arou nd $4/ bar rel  to $9/b arre l. This has  stim ulate d new’ int ere st in 
oil and gas leasing. The Bureau  estim ates th at  1,247,000  simultaneous filings will 
be received in fiscal year  1975 compared  to appro ximately 679,000  filings in fiscal 
year 1973. We do not have the capa bility  to handle th is  sub stantially  increas ed 
workload.
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The work involved in the simul taneo us filing process can be illust rat ed  by 
the  situ atio n now experienc ed in Wyoming. Each application form  received 
comes in thre e p a rt s: One pa rt is used as the offer to leas e; the  second pa rt 
is mailed back to the unsuccessful applicants inform ing them th at  their  appli­
catio ns were not selected; the  thi rd pa rt is used in the  drawing. Processing 
50,000 monthly applic ations  then involves handling 150,000 sep ara te pieces 
of paper as well as account ing for 50,000  filing fees. In Wyoming alone, the 
simul taneous processing  work has required over 1,600 hours  of overtime in 
the las t 11 months and has recently exceeded 230 hours  during the  10-day filing 
and  lease draw ing period each month. In addit ion, over 2,500 oil and gas lease 
assign ment appli cations in Wyoming are  backlogged due to lack of adju dica tive  
capability,  and  explorato ry or develop mental  work canno t proceed on these 
leases with out  the  lease  assignme nt.

Our objective in fiscal year  1975 for simu ltane ous oil and gas leasing is to 
review leases as they term inat e, perform the adj udicati on required to assemble 
monthly lists , process appro ximately 1,247,000 applications , hold monthly dra w­
ings, and issue the  associated leases in response  to draw ing public demand. To 
accomplish this objective, the Bure au needs an addition al $360,000  and  18 
positions over the  cu rre nt oil and gas progra m base of $1,550,000. These will 
be dist ribu ted  in six of our field offices and in our Eas tern  States office—all of 
which are  experiencing  uncontrollab le acce lerat ion in simu ltaneo us filings. Seven 
positions will be used in processing appl icati ons and holding  the draw ing s; 
four positions will be involved in record nota tion  to keep land sta tus  records 
cu rr en t; and seven positions will be devoted to adju dica tion  and  lease issuance. 
Realin zing th at  a $10 filing fee must be subm itted  with  each application,  $12,- 
470,000 will be subm itted  with the ant icip ated  fiscal year  1975 filings and de­
posited in the U.S. T reasury. This inves tment by the appl icants should wa rra nt 
prompt processing of appli cations by BLM.

Without additional capa bility for this workload, the Bureau may have to 
consider bimonthly filing periods. This  could reduce by ha lf the numbe r of 
parcels to be offered for lease and therefor e significa ntly reduce the  numbe r of 
applic ation s to be processed. This altern ativ e would be less responsive  to public 
demand and less responsive to the need for energy  resource development in 
issuing fewer lea se s; it would also res ult  in a reduc tion of several million 
dollars of revenue to the Government in the form of filing fees, ren tal  f rom leases 
issued, and royal ties from a ssocia ted pro duction .

The capab ility provided  in the proposed amendment will enable the Bureau  to 
accommodate the workload resu lting  from the unco ntrolla ble accelerati on in 
simu ltaneo us oil and gas filings. It  will be responsiv e to the public deman d for 
oil and gas leases and encourages exploration and  development of energy re­
sources on these  lands. Fu rth er,  it will res ult  in addi tion al revenue to the  
Government  from filing fees an d later  from roya lty pa yments .

4. GENERAL AD MINIST RA TIO N

[Fiscal year 1975: Request pending— $4,151,000; proposed amendment— $250,000; revised request— $4,401,000)

1 ncrease ( + )  or de­
crease ( —) Total program

Explanation Amount Positions Amount Posi tions

To provide essential administrative support to accelerate major 
energy init iat ives _____________________________ _______  . $250,000 10 $4,40 1,00 0 197

NEED FOR AMENDMENT

Sources of energy produ ction supply have changed  dra stic ally  within  the  pas t 
6 months, stim ula ting  accelerate d energy init iati ves  on nat ion al resource lands. 
These accelerate d init iatives  immediately tax  cur ren t organization al abil ities  
to ca rry  out  these new enlarg ed efforts.

Incr eases for adm inis trat ive  supp ort in the  past have  lagged sub stan tial ly 
behind program expansion in resource  areas . The suppo rtive adm inistra tive 
programs of financial, personnel and prop erty  managem ent, manag ement  anal ysis  
and procu rement need to be expand ed to keep pace with  this  vast ly increased 
workload generate d by increased programs. It  is essential  to the  orde rly im­
plementat ion of othe r programs included in this amend ment th at  adm inistrativ e
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capab ilities are  made available. A to tal of 10 permanent positions are  requested 
in job categor ies of system analysis, personnel management, payroll, voucher 
examination , computer operat ion, cont rac t adminis trat ion  and clerica l assistance. 
The funds requested for General Adm inist ration inc lud e: Salaries, travel , 
space ren tals  for new personnel, supplies, material s, equipment, and addit ional  
compute r time.

O PE N IN G ST ATEM ENT

Mr. Hastey . I would like to introduce the people with me, Mrs. 
Hansen. Accompanying me is Paul Vetterick, our Chief, Division of 
Budget and Program Development; Frank Edwards, our Assistant 
Director for Minerals Management; Pa t Harvey, one of our Budget 
Analysts, and Dale Zimmerman, who is our Acting Chief, Division of 
Upland Minerals.

Mrs. Hansen. Please insert your general statement in the record and 
summarize it for the committee.

Mr. Hastey . I will insert the statement in the record.
[The statement follows:]

Statement of E dward L. Hastey , Assistant Director, Administration, Bureau 
of Land Management, U.S. Department of  the I nterior

Madam Ch air ma n: We are  presentin g a request in the amount of $1,110,000 
over and above those funds which appear in our regular  fiscal year  1975 budge t 
and in our ear lier fiscal yea r 1975 amendment request.  This  budget amendment 
is needed in orde r to perm it the Bureau to respond to the sizable and contro l­
lable increase in workload associated  with hand ling simultaneous oil and gas 
filings, and processing geothermal lease  applications . Due to the  timing of the 
Secreta ry’s decision on noncompetitive geothermal leasin g and the new interest 
in oil and gas leasing, capability for thi s workload was not included in the  P resi­
dent’s budget. In addition, our supportive  adm inistrativ e programs such as per­
sonnel, procurement, and management  analysi s mus t be expanded to keep pace 
with  the vastly increased workload generated by the overall increase in fiscal y ear 
1975 programs.

On December 18, 1973, the Secre tary of the  Int eri or announced  that  the  De­
par tment would accept applications to noncompetitively lease geothermal re­
sources on lands outside known geothermal resource are as (KGRA’s). To date  
the  Bureau has received 3,763 noncompet itive applica tions, and we es timate  tha t 
ano ther 2,740 will be submitted  by Jun e 30, 1975. Because our exis ting geother­
mal capability is directed to our competi tive leasing program,  addi tional capa­
bility  is needed to process the noncompetitive applications and issue app ropriate 
leases. In addit ion to responding to public demand  work in a timely manner , the 
leases to be issued in our proposal would resu lt in considerable revenue being 
deposited in the U.S. Tr ea su ry ; $500,000 is needed to provide the required 
capabi lity.

The large increase  in the price of crude  oil has stimulate d new intere st in oil 
and gas leasing. The Bureau is experiencing a significant increase in the  number 
of simultaneous oil and  gas filings which requ ire prompt processing. Our Wyo­
ming office has experienced a 214-percent increase in filings over the las t 6 
months, and Bureau-wide we antic ipat e the fiscal year  1975 filings to almost dou­
ble the fiscal year 1973 level. Processing the  increased number of filings will 
neces sitate an additional $360,000 which will be more than retu rned in receipts 
to the U.S. Treasury from filing fees.

The Bureau’s accelerated energy init iati ves  will severely tax  current organi­
zational abil ities  in carrying out these  efforts. It  is essen tial to the orde rly im­
plementation of programs  provided for  in our two amendments that  additional 
adm inis trat ive capabilities are  made avail ab le; $250,000 s required for  this  
support.

These programs will cont ribute to increasing  the  supply of available  energy 
to the public while giving full consideration to environmental values. We urge 
this committee’s suppor t for  these ad ditional budgetary requests.
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HI GH LIGH TS  OF BUDGET REQUEST

Mr.  H astey. I  will sum marize  my sta tem ent .
We  are  presen tin g a request in the  amo unt  of  $1,110,000 ove r and  

above those fund s w hich  a pp ea r in ou r regu lar fiscal y ear 1975 budget 
and in ou r ea rli er  fiscal year  1975 amend ment request. Th is budget 
amend ment is needed in orde r to pe rm it the  Bu rea u to  respond to the  
sizable and uncontroll able increase in wor kload asso ciated wi th ha n­
dl ing  simulta neous oil and gas  filing s, and processing  geo the rmal 
lease appli cat ion s. The first  prog ram  relate s to geo the rmal steam . 
To dat e the  Bu rea u has  received ove r 3,700 nonco mpetit ive  ap pl ica­
tions. We est imate  abou t anoth er  2,700 will  be subm itte d by Ju ne  30, 
1975. This w ill be a total  of  6,500 app lic ati ons fo r the  18-month period. 
Ad di tio na l capabil ity  is needed to  process the  non com pet itive ap pl i­
cat ions a nd  issue ap pr op riate leases; $500,000 is needed  to  provide  th e 
requirement  capabil ity .

The second prog ram are a is concerned wi th onshore oil and gas 
leas ing.  The Bu rea u is e xperienc ing  a signif icant increase  in th e num­
ber of  s imultane ous  oi l and gas  f ilings which requir e prom pt  p rocess­
ing.  Pro ces sing the increased numb er of  filing s will necessi tate  an 
ad dit ion al $360,000.

The  th ird pro gra m need is in the  are a of  gen era l admi nis tra tio n. 
The Bu reau ’s accele rate d in itiati ve s will severely  t ax  c urr en t admi nis ­
trat iv e cap abi lities.  It  is esse ntia l to the  orderly  imple me nta tion of 
all BLM prog ram s th at  addit ion al ad minist ra tiv e capabil ities  are  
made availble ; $250,000 is required fo r th at  support .

These prog rams will  contr ibu te to inc rea sin g the  supp ly of  av ail ­
able  ene rgy  to the public  whi le givin g fu ll consider ation to  en vir on­
menta l values. We urge  th is com mit tee' s supp ort fo r these addit ion al 
bu dg eta ry  requests.

GEOTHERMA L LEA SING REQUEST

Mrs. H ans en. You are  req ues ting an addit ion al $500,000 and 25 
pos itions fo r geo the rmal leas ing.  How many of  the 25 positions will  
be in Washin gto n and how many will be in the field?

Mr. H astey. Al l 25 pos itions will  be in the field.
Mrs. H ansen. W ha t are  thes e pos itions?
Mr. H astey. Ten of the  pos itions will  be tied to office work. They 

will  be legal clerks, draft sm en , acc ounting  clerks and docket clerks . 
The o the r 15 w ill be field p osit ions—soil scie ntis ts, hydro log ists, ran ge  
and wi ldl ife  specia list s and  socio logis ts. They will  be do ing  the  en­
vironm ental ana lys is work.  The 10 office pos itions will be ha nd lin g 
the processing of the  noncom pet itive lease  appli ca tio ns  and the issu ­
ance of  the  leases themselves .

TITL E PROBLEMS ON GEO THERMA L RESOURCES

Mrs.  H ansen. H ow many of  thes e are as in which you will  be in­
volved have  tit le  prob lems?

Mr. H astey. I  will let F ra nk Ed wards  comm ent on th at .
Mr . E dwards. W e don’t have  a specific numb er of  are as where we 

have tit le  prob lems. For inst anc e, in one of the geo thermal resource
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areas, the  Geysers  are  in Ca lifornia , we do know we have  several 
problems conce rning ownership . Those cases  are  prese ntly under 
lit iga tio n.

Th ere  are  a numb er of problems in man y of  the geo the rmal areas 
because o f othe r typ es of  ownership . As to  the numb er th at we have, 
I  can ’t  give you a f igure on that .

Mrs. H ansen. On lan ds in which you own the  miner al righ ts ; how 
do you  classif y geothermal ?

Mr. E dwards. Our position is tha t under the S toc kra ising  Homestead 
Ac t the geoth erm al resou rces were reserved wi th the oth er miner als  
unde r th at  act.

Mrs. H ansen. Do  the  courts agree with  you ?
Mr. E dwards. The cou rts did  no t agree wi th us. That  decis ion is 

prese ntly being  appea led  and  we have no t ye t had a final  decision 
on that .

Mrs. H ansen. How fa r aw ay is a co urt  decision ?
Mr. Z imm erm an. I  don’t know if  I  would  wa nt to ha za rd  a guess.
Mrs. H ans en. Su pposing  the  decis ion sta tes  the geo the rmal re­

sources are  n ot  rese rved ? Do you have to  deal  wi th the owners?
Mr. Z imm erm an. Th e g eothermal resource  w ill become the  pr op er ty  

of  th e surfa ce  owner  i f the lower court  deci sion  s tands.
Mrs. H ans en. Then you have to deal with each o f th e ow ners?
Mr. Z imerma n. R ight . Presen tly  we h ave  no firm pro gra m,  a lthough 

we have  a contin gen cy t ha t we are  w ork ing  on to  effect a ty pe  of escrow 
agreem ent  between the sur fac e owners and the Fe de ral Goverment in 
case there  sho uld  be dem onstrate d a r eal  need th a t we have t o go a head 
and lease some of  these areas, especia lly in th e geysers.

Mr. Y ates. Where  is the Geysers  area  ?
Mr. Veysey. Cal ifo rnia.
Mr. Z imm erm an. Th ere a re abou t 40 million acres  inv olv ing  min era ls 

under the  Stockrais ing Homestead Ac t reserv ation . But  the same 
lit iga tio n could come up  with respec t to  any pa tent s issued unde r 
var iou s othe r pub lic  laws. For  instance, th e Sm all Tra ct  Ac t reserves  
all min eral s. I  th in k th e issue  could come up aga in. The court  is only  
addre ssing  the  one wi th respect to sto ckrai sin g hom esteads  at  the  
pre sen t time.

TE RM S AND CO NDI TI ONS  OF  GE OT HE RM AL  T .EA SES

Mr. Y ates. W ha t is t he  na tur e of  the  lease  th at  you do give  in the  
lan d t hat  isn ’t  under an y k ind  of  dispute ?

Mr. E dwards. I t ’s a 10-year lease th at  give s them the au thor ity  to 
go on the lan d and  t o deve lop the  geo the rmal resources. They do th is 
gen era lly  by dr ill ing.  They pay  a ren tal  and  a roya lty  on th at lease.

Mr.  Y ates. W ha t do they p ay ?
Mr. E dwards. On the  nonco mpetit ive , th e rental  run s at  a m inim um 

of  $1 pe r acre. That  is the min imu m set  by sta tute.
Mr. Y ates. Whic h s ta tu te  ?
Mr. E dwards. T he  1970 G eotherma l Steam Act . Th e roya lty  pa y­

men ts are  n ot  less th an  10 perce nt and are  no t more th an  15 percen t.
Mr. Y ates. O f what?
Mr. E dwards. O f the value of  the  resource  th at  is ex tracte d. The 

roya lty  on prod uc ing leases would be a min imu m of  $2 pe r year.
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That  is the minim um  or from 10 to 15 percen t, whiche ver  is mor«  
Mr. E vans. Ten t o fifteen perc ent of w ha t ?
Mr.  E dwards. Of th e value of the  reso urce  produced.

DETERM INA TIO N OF GEOTHE RMA L VALUES

Mr. E vans. H ow is th at  measured in geo the rmal energ y ?
Mr. E dwards. Fi rs t o f all , before  we offer  these leases fo r comp eti tive 

bids, th e U .S.  Geologica l S urv ey does a  pr esa le ev alu ati on  by en gin eer­
ing  and  geological stud ies  and  de termines  w ha t th e p oten tia l b id  va lue  
of  the resource  is. Once a lease goes into opera tion, they  will  also  
establ ish  w ha t the  roy alt y ra te  should be  for  a pa rt icul ar  trac t o f land . 

Mr. E vans. D o you tes t th at  on a kil ow att  pe r hour  bas is?
Mr. E dwards. Yes; it ’s essent ial ly th at . Th ey  st ar t out with  wh at  

is th e value of  the kil ow att  or  heat th at  is produc ed.  Of  course, the y 
have to tak e int o consider ation w ha t is t he  cost of  operat ion , the ca p­
ita l cos^  invo lved, and the y wor k back  to  w ha t is  a reasonable roya lty  
fo r th at  p ar ticu la r tr ac t.

Mr. Y /tes. I s th is  percentage a pe rce ntage o f the net o r of the g ross ? 
Mr. Zimm erm an . I t ’s like an  oil lease.
Mr. H astey. T hey  value the  pro duction  and then  take 10 to 15 per ­

cen t of  tha t.
Mr. Yates. How  does the  Geological  Surv ey know w ha t the value  is? 
Mr. E dwards. They  have exp ert ise  in the  f ield of  geology and engi­

neering  and know  what the  na ture  o f these resources are , t he  same as 
the  compan ies who are stu dy ing these areas .

Mrs. H ans en. I f  they go into production they  obvious ly can  d eter ­
mine  wh at the  cost  is. Is n’t th at  corr ec t ?

Mr. E dwards. Y es ; based  on inform at ion t ha t th ey  hav e on a n e xis t­
ing  op era tion.

SOURCES OF LEASE REV ENU ES

Mr. Veysey. M adam Ch airma n, I th in k th is  is a lit tle  b it  clouded.  
Th e answer  is not com ing throug h very clearly . I  belie ve th at  the 
leases  are  of  th e type  whe re the y bid a ce rta in  amount of  bon us for 
the  gross re tu rn , reg ard les s of  wh at th e inv estment is th at  t he y have  
to  pu t on it. Th ey  m ust  then pa y a sta ted  perce nt roy alty. I t ’s like an 
oil or  gas lease whe re the  G overn ment tak es 121^ perc ent o f wh ate ver 
is t aken  out p lu s the rental  amount plus  a bonus.

Mr. E dwards. Our  sales have been o n the  basis t hat  they  bid a bo nus  
fo r the lease. Th ey  bid  the bon us bu t th e roya lty  ra te  and the ren ta l 
rat e is al read y esta blished .

Mr.  Y ates. A percen t o f wh at value, V ictor?
Mr. Veysey. Of the  re tu rn  from the geo the rmal asse t. I t ’s usually  

measured in term s of  the pow er th at  is sold.
Mr.  Y ates. Sold  at  w hat  po int , to the  consumer?
Mr. Veysey. To the ut ili ty .
Mr. Yates. T o who m is the lease given?  Is  the lease given to 

P.G . &E. ?
Mr. Veysey. No. To the dev eloper.
Mr. Y ates. Who is it given to  in thi s case ?
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RESULTS OF GEO THERMA L SALES

Mrs. H ans en. G ive us an example of  a successfu l bid der .
Mr. E dwards. One  c ompan y is Geokinet ics  Ene rg y Resources . We 

also hav e sales  to  Un ion  Oil , She ll Oi l, et cete ra.
Mr.  Y ates. You  mea n that is a c ons orti um ?
Mr. Veysey. No.
Mr.  Yates. Wh en you say they  had She ll Oil , you mean as a 

cus tom er?
Mr.  Veysey. No.
Mr. E dwards. A s a successful bidd er  on th e lease.
Mr.  Z imm erm an. For ins tance,  in one of ou r first sales out  in the  

Geysers, all  of  the m by th e way were  ind ivi du al bids . Th ere was no 
jo in t bid din g. She ll Oil,  Un ion  Oil , Signal,  Occidental, and The rmo - 
genics were the high  b idd ers  on  t he  10 tra ct s in the Geysers  th at  were  
sold. .

Mr.  Y ates. H ow much d id  the y bid ? '  ;
Mr. Z imm erm an. A to ta l of  $6.8 m illion fo r 10 tra cts . < >
Mr. Yates. Did you div ide  th at  $6.8 milli on  by  10 to  get tfte amo unt  

of each b id ?
Mr. Z immerm an. No, because th e t ra ct s va rie d in size fro m 45 acres  

up wa rd  to 2,400 acres.

DEV ELOPMENT REQU IRE ME NT S AND INCE NT IVES

Mr.  Yates. I s there any req uir em ent on them to develop the  
pr op er ty  ?

Mr.  Z imm erm an . Yes, sir,  there is.
Mr. Yates. Wh at  are  they r equir ed to do ?
Mr.  Z imm erm an. T he re  is a req uir em ent in th e Se cretary’s reg ula­

tions th at  the y must beg in di lig en t develop men t imm ediate ly. Th ere  
is a  st an da rd  ren tal fo r the firs t 5 yea rs. St ar ting  w ith  t he  s ixt h year, 
there  is a req uir ement th at the y have  to expend  an  am ount equal to 
twic e the  r en ta l. The rental , b y the way  e scalates  by $1 pe r acre st art ­
ing  wi th the six th yea r. Th e ren ta l on thes e tra ct s was establ ished at  
$2, w hich was  t he  base rental.  S ta rt in g w ith  the six th  yea r, th at goes 
to $3, in  the seventh y ea r it  goes t o $4 and  to $5 and $5 and on up in  the 
yea rs tha t fol low.

Mr. Yates. $4 or  $5 a tr ac t ?
Mr.  Z imm erm an. Pe r acre .
Mr.  Y ates. How many  acres  are  in each tra ct?
Mrs. H ansen. It  depends.
Mr. Z imm erm an. I t  went fro m 45 acres to  2,400 acres on these  

tra cts .
Mr . Yates. There  isn ’t  much of  an acreage rental  paym ent, is 

the re?
Mr. Z immerm an. The wor k requir ement s are  in addit ion  to the  

ren tal , which is twice wh at  th e rental  is pe r acre. Once you get  a $3 
rental , you have a $6 pe r acr e wo rk req uir em ent fo r th at pa rti cu la r 
yea r.

BASIS  FOR GEOTHE RMA L ROYALTIES

Mr. Yates. H ave you any idea  wh at they  will sell the stea m fo r to 
the u til ity ?

Mr. Z imm erm an. I do n’t have a figure w ith  me.
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Mr.  Y ates. Hav e you  had prev iou s leases in th is  field ?
Mr. Zimm erm an. This wa s the  in iti al  lease.
Mr . E dwards. T he Geological Surve y does hav e a value as  to wh at  

the  resou rce wou ld sell fo r which they  take into con sidera tion in th ei r 
pre sale eva lua tion. In  othe r words, they  ge t th e in form at ion on the  
cost, wh at  th e value of the resource  is when  it ’s sold,  an d so forth . 
Th is is used  in thei r pre sale evalu ation  to det erm ine  wha t th e tr ac t 
sho uld  be wor th.

Mrs. H ansen. The  ut il ity rat es vary.  For  example, the ra tes in the  
No rth we st h ave  gone  up  I  th in k 15 perc ent  w ith in th e las t fe w m onths. 
They are  due  to go up ano ther  percen t.

Mr.  Y ates. W ou ldn ’t th ei r rat es  come un de r review fro m tim e to 
tim e ?

Mr. E dwards. That  is corr ect.  Th ey  wou ld work with  th e most 
cu rre nt  r ate inf orma tio n th at  the y have . In  othe r words, they  wou ld 
up da te th ei r inf orma tio n in th ei r pre sal e evalu ati on  wi th  th e most 
cu rre nt  rat e each tim e they have  a sale.

Mr.  Y ates. Th e roya lty  f igure  is 10 pe rce nt of  th e pr ice  paid by the  
pu rch aser o f the  steam fro m your leasee  ?

Mr. H astey. N o . I t ’s 10 pe rce nt of th e gross . Th e pu rcha se r wou ld 
rea lly  lie pay ing net.

I t ’s sim ila r to  roya lty  paym ents on ou r Ou ter Co nt inen tal Sh elf  
sales.

Mr.  Y ates. Th e pu rcha ser would  be pa ying  more  th an  th e gross, 
wo uld n’t he? Because you have the  problems of  man uf ac tu rin g the  
steam or  pu lli ng  it  ou t and the  work and lab or th at goes in to  th at . 
A t w ha t po int is the 10 perc en t figured ? A t what p oint  is the 10-percent 
calcul ation made ?

Mr. Veysey. I t ’s general ly 10 perce nt of wh at  is tak en  ou t of  the  
prop er ty , such as  10 percent o f the power. T he  power  is sold by , we w ill 
say,  Un ion  Oil if  the y are  the  develop er, to  P.G . & E.  on a contr act  
which escala tes w ith  inc rea sin g fu el costs.

Mrs.  H ansen. W ha t is y our mea sure  o f sale?  Is  i t a ki lowatt hour?
Mr. H astey. I t can be a kil ow att , or if  u til ize d in the for m of  heat, 

it would  be on a B tu  basis.
Mr.  Y ates. When is the  e valua tion mad e? I t ’s not  m ade at  t he  t ime  

the  steam comes out  of th e ground, is  it?
Mr. H astey. No . I t ’s made when it goes into a usable  pro duct.  In  

othe r words, the stea m comes o ut of the  g roun d and tu rn s the turb ine 
th at  prod uces the  kilo wa tts .

Mr. Y ates. A t the othe r end you have an  eva lua tion because it ’s a 
pow er u nit  a t t hat  po int .

Mr.  H astey. St eam  d oesn’t have a value un til  i t pro duc es a prod uc t 
such as a kilow att . So it ’s 10 percen t of  the value of  th at  kil ow att  
prod uced .

Mr. Y ates. S o  t he  Gover nment  is ge tting  10 pe rce nt  a nd  the lessee 
of  t he  Government  at  th at  po int  gets 90 perce nt of  the value of  th at  
steam . Is  th at  r ig ht ?

Mr. H astey. H e is pa ying  us 10 perc ent royalties on wha t he sells 
th at  kil ow att  for .

Mr. Y ates. S o  he is ge tti ng  90 pe rce nt ?
Mr. H astey. Th at  is rig ht .
Mr.  Y ates. Isn ’t t hat  an in ordina te share  ?
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Mr.  H astey. I n  ou r leases on the  O uter  C ontin ental  Sh elf the lessee 
pay s 16% pe rce nt o f the va lue o f the  pr oduction of  the  oil.

Mrs. H ans en. Th ey  als o have to pay the  cos t of pro duction.
Mr. H astey. Right , an d the y pay a very high  bonus as fro nt-en d 

money to acq uire the righ t to  d evelop the lease.
Mr.  Y ates. Bu t in t hat  case the cos t o f pr oductio n goes i nto  i t b efore 

division .
Mrs. H ans en. I don’t  thin k so.
Mr.  Y ates. Ju lia,  here  is the steam com ing out of t he  gro und.
Mrs.  H ansen. Sup posin g you have  a b ig pow erplan t and  th at  pow er­

pl an t is us ing  geoth erm al ene rgy , coal , hyd roe lec tric , and oil. You 
migh t have four  to ta l contr ibu tor s to  th e production of ki low att  ho urs  
in any one given situa tion. I  can ’t conceive of  the fo ur  tog eth er,  bu t 
you can  conceive of  one o r two togethe r. So you na tu ra lly  w ould n ot be 
pa yin g the  same r ate fo r t he tot al fo ur  as you would fo r the  one pr od ­
uct. I sn ’t th is  corr ec t ?

Mr.  V etterick . T he re is a wholesale valu e fo r som eth ing  in place . 
Th ere  is a wholesale ma rket fo r electr ica l powder. I f  you have geo­
thermal steam tu rn in g a turbin e, there is a wholesale value of  th at  
pow er a t w hich i t ca n be so ld to u til ity com pan ies and t rans mitt ed  to a 
consumer. T he  10-percent roya lty  is no t based  on the  c onsumer’s price, 
bu t the  whole sale  price.

Mr. Yates. B ut  the  wholesale price is at  t he  po int of sale  fro m the 
pro ducer  to th e cus tomer.

Mr. V etter ick . Th at  is correct.
Mr. Yates. Tha t is wh at I  was say ing . So the Government  is ge t­

tin g 10 -percent  roya lty  of th at  wholesale p rice.
Mr. V etter ick . Th at  is correct.
Mr. Yates. And  the  pro ducer  is ge tting  90 percent  ?
Mr. V etter ick . Less his  capit al cost  fo r se tti ng  the  th in g up  in­

clu din g his  bonus  bid a nd his  operat ing costs.
Mr. Yates. Tha t is b eing com puted before  the Government  get s its  

sha re?
Mr.  V etter ick . T ha t is not,
Mr. V eysey. That  was a misu nd ers tan din g all along. Le t me de­

scribe wh at the  arr angeme nts  ar e in the  Geysers  a rea  between pr iva te  
landown ers  and developers, which is no dif ferent , th an  wh at has 
evolved here.

The pr ivate landown er may  make a lease, we will  say, wi th Un ion  
Oil  as so ma ny of  the m have up the re,  and Un ion  Oil comes in  and  
does the geo logical work, dr ill s the wells , pro duc es the steam, and 
the y make a contract w’ith  P .G.  & E.  to sell the m the  s team  to tu rn  the  
turbines  w hich P.G . & E. ins tal ls the re.  I t ’s on a contr act of so many 
mil ls pe r kil ow att  ho ur  th at  is tak en  out wi th an esca latio n feature 
if  fuel  p rices go up.

Mr. Yates. W ha t you are  say ing  is th at  as the  steam  comes ou t of 
the gr ound  i t’s metered. Is  that  rig ht  ?

Mr. V eysey. No. Th ey  meter  the pow er whi ch comes out of the  
gener ato r.

Mr. Yates. H owt do you get the  cha rge  then ?
Mr. V eysey. T hat  is how you ge t the cha rge . So many mil ls pe r 

kil ow att  of  power ge nerated .
Mr. Yates. As of  wha t poin t in  the process?
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of the generators.

Mr. Yates. Here is the steam coming out of the ground. It  goes 
into a manufacturing device and comes out at the other end. Is this 
where the Government gets its share ?

Mr. V eysey. They measure it on the bus bar coming out of the 
generator.

Mr. Yates. But the costs go into the manufacturer before tha t 
point, don’t they ? It  was said previously tha t the Government shared 
the wholesale rate.

Mr. V eysey. Sure. They have no relationship. I think  you were 
misled by a statement  made earlier  about costs being figured in. That 
isn’t right. The Government doesn’t invest anything. I t’s just  a lease 
tha t Union Oil develops and then P.G. & E. comes in to convert 
steam to electricity.

Mr. E dwards. The cost of operation has to be taken into considera­
tion when you determine the total value of a par ticu lar tract and 
what ought to be the  minimum bonus bid for selling tha t tract .

Mr. Yates. Wh at does your lease say? T hat  is the  best test, isn’t  it? 
What  is the language in your lease ?

Mr. V eysey. It  says you pay so much a year rental and then a 
certain royalty  percentage of each kilowatt hour of power taken out.

Mr. Yates. You mean the Government gets a share of the  kilowatt 
power ?

Mr. V eysey. A certain percentage, 10 percent or whatever.
Mr. Yates. I don’t think  th at is what he said.
Mr. E dwards. I  will read from the lease form:
The royalty of x percent on the amount of the value of steam or any other 

form of heat or other associated energy produced, processed, removed, sold, or 
utilized from this lease are reasonably susceptible to sale for utilization by the 
leasee.

The royalty rate is set by statu te at a limit between no less than 
10 percent and no more than  15 percent. The roya lty on the leases that  
we have sold to date have been 12^ percent.

Mr. Yates. Tha t is by the statute itself. The Government could not 
get 25 or 30 percent ?

Mr. Edwards. That is right,  insofar  as the initial  lease term is 
concerned.

Mr. Zimmerman. It  can go up to 22*4 percent in time under this 
statute.

Mr. Yates. Why can’t it go more? What is the reason for the 
statute defining the limit?

Suppose the lessee is able to sell the  steam for  seven mills.
The Government will get 10 percent of that now under this lease. 

The question t ha t comes up in my mind is why shouldn’t they get 50 
percent of it ?

Mr. V eysey. The economics of it just don’t figure out th at way, Sid. 
You could go through that.  I couldn’t duplicate tha t for you but I 
have seen it. When you consider the investment and return on it  and 
the rest, it is not there at a royalty of tha t kind.

Mr. Yates. Suppose the Government takes 50 percent of the net 
then?

Mr. V eysey. Tha t would be another way of approaching it. I don’t 
know how that would figure.
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Mrs. H ansen. Suppose the Government received 50 percent of the 
Northwest Power revenues?

Mr. Yates. Tha t is why I  asked the question, as to why the statute  
should set this maximum rather than letting the Admin istrato r de­
termine it.

Mr. H astey. By law the royalty is within a range of 10 to 15 per­
cent.

Mr. Yates. I  don’t think  the price they pay the consumer bears on 
this because the Government’s share wouldn’t alter tha t at all.

Mr. Evans. I f  I  can make an observation. I suppose the 90 percent 
or the 85 percent the company retains is influenced by what they sell 
it for, what the maximum price is they can sell it per kilowTatt-hour 
and what is the ir price for operation. After they pay the royalty they 
have still got to pick up operational costs.

Mr. Veysey. That is exactly correct. Power, whether it  comes from 
a nuclear plan t or a fossil fuel pla nt or geothermal plant, is still worth 
the same amount of money when it goes into the system. Start ing from 
tha t fact, then you have to consider how much investment, how much 
development work has to go into it, and what the probable life is. 
We don’t know very much about tha t now. Based on what they do 
know, tha t is about in the righ t ballpa rk area.

Mr. Yates. As I  understand it, there is no basis for a computation 
of any increases in the price except an increased rental.

Mr. Evans. My unders tanding of the royalty is that  as the price 
of energy per kilowatt, or whatever it is, varies, your percentage of 
royalty attaches to that. If  the price goes up, you get more, and if it 
goes down, you get less.

Mr. Veysey. All the prices I have seen escalate with increasing 
prices of fossil and nuclear fuels.

Mr. Yates. I s tha t true ?
Mr. H astey. Yes.
Mr. Yates. Does the amount the Government receives escalate with 

increases in price?
Mr. Vetterick. Yes; 10 percent of $1 results in one return  while 10 

percent of $1.50 would result in a higher return.
Mr. Yates. But it ’s 10 percent of a wholesale price and the whole­

sale price may not go up as the retail price goes up.
If  the customer pays only a fixed amount for the wholesale price 

of steam, apparently I don’t have a grasp of this.
Mr. Veysey. All the contracts that  I have seen are not pegged to a 

fixed price for power. They include an escalator as fuel costs go up.
Mr. Yates. I am asking whether the Government has that.  I don’t 

get an answer on that.
Mr. Veysey. They do not at this point because the developer, when 

he sees what he is going to develop and gets his permit to sell to 
the public utility , will then at tha t time negotiate his contract  with 
the public utility. All of the contracts I  have seen on private  lands in­
clude escalator factors. I am sure they would in this case too.

Mr. Yates. That is what I  am asking.
Mr. Veysey. But the contracts are not negotiated at this point in 

time.
Mr. Yates. The question in my mind is whether tha t contingency 

is taken care of in the contract or whether it is 10 percent of the  in­
crease in a wholesale price tha t may not be increased to the con-
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sumer. The consumer may get an increase in rates as a result of o ther 
factors.

Mr. Veysey. Exactly.
Mr. Yates. All the Government would get would be 10 percent of 

a wholesale price then, isn’t th at r ight?
Mr. Veysey. Tha t is right.  I  believe that  would be the way i t would 

work.
Mr. Edwards. Our leases have a standard clause for  readjustment.
Mr. Yates. At  what poin t ?
Mr. Edwards. “Rentals and royalties may be established in accord­

ance with action not in excess of the rates provided therein”—for 
royalties that  is 22 ^ percent—“and not less than at 20-year intervals  
beginning 35 years afte r the date of the Geothermal Steam Act was 
enacted.”

Mr. Yates. So  the Government cannot get a readjustment  of the 
execution of the lease, isn’t it, 35 years away? Isn ’t tha t what the 
lease says ?

Mr. Edwards. Yes.
Mr. Yates. So  the government cannot get a readjustment  of the 

lease until 2010; is that right ?
Mr. E dwards. Yes, bu t that  is in accordance with the statute. That 

language came directly from the statute  itself.
Mr. Evans. Will the gentleman yield for a question ?
Mr. Yates. Yes.
Mr. E vans. I s it possible for  the wholesale price to vary during the  

first 20 years of the lease. I  suppose i t is. I suppose from year to year  
or time to time within tha t period the price per kilowat t hour of 
electricity tha t was developed and sold to the utilit y companies 
varies, just like the price of a barrel of oil would vary. As it varies 
within tha t 20-year period, the royalty  to the Government, the 10 or 
15 percent, attaches to whatever the increased price is. Is that correct?

Mr. Hastey. Yes, as it increases or decreases. The royalty percentage 
can be readjusted afte r 20 years bu t the price of the product can vary 
from year to year and that is evaluated from year to year by the 
Geological Survey. So the  money paid to the Government can vary 
up or down depending on the price of the produc t produced. There is 
a minimum royalty which is not to go belowT an equivalent of $2 per 
acre.

Mr. Yates. I s tha t what private owners receive, too, Victor?
Mr. Veysey. Well, I believe they receive whatever amount they are 

able to negotiate. It  can be more than that.
Mr. Yates. I  wonder what the  standard going rate was?
Mr. Veysey. I know of a lot that  are $1 an  acre and some $5 an acre 

where it looks closer to development.

CO M PE TI TI VE GEO TH ER M AL  SALES

Mrs. Hansen. How many competitive sales have been held thus far  
in calendar 1974 ?

Mr. H astey. We have had three competitive sales in California . We 
have also had two follow on sales which were reoffers of unsold or 
rejected tract s from the first California sales. We plan one sale in 
Oregon this month. We will, therefore , have four competitive sales 
this year  excluding the reofferings.

35 -65 0 0  -  74 - 6
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NO NCOM PETIT IVE  GEO THE RMAL LEA SING

Mrs. H ansen. Ple ase  exp lain the  pro ced ure  fo r noncom pet itive 
geo the rmal leas ing.  How  do the  revenues  fro m th is procedure  diffe r 
from those u nd er  compet itive lea sing ?

Mr. E dwards. S ta rt in g in Ja nu ar y of 1974 we ha d the  firs t filin g 
and ope ning s o f n onc ompet itive app lications. These  wo uld be a pp lic a­
tions fo r lan d th at  lies outside  of known geoth erm al resources area s. 
We received in the first  opening abou t 2,500 app lications. We mus t 
review all  of these appli cat ion s, first  of  all to determ ine  where the y 
are  loca ted,  and to  det erm ine  wh eth er or  not appli cat ion s ove rlap  
each oth er by 50 percent  or  more. Th is is because  the reg ula tions  pro­
vide th at  if  two  appli ca tio ns  overla p each  othe r by 50 percen t, the n 
the  area covered by the m becomes wh at we call  a com pet itive int ere st 
KG RA  an d w ould  be leased by competit ive ra th er  tha n noncompet itive 
methods.

Al l of  these appli ca tio ns  must  also be reviewed by th e Geologica l 
Sur vey  to  det erm ine  wh eth er there are  any  othe r fac tor s involve d in 
the areas th at wou ld war ra nt  class ifica tion as known geo the rmal re ­
source areas f or  com pet itive leasing.

Mrs. H anse n. S o i t is your  k nown are as th at are  competitive ?
Mr. E dwards. Yes. We  h ave two  m ajor  ki nds of  com pet itive c lass i­

fications. Tho se th a t are known by geologic  inf orma tio n and those 
th at  are  known by co mpeti tive in tere st.

drainage of geothermal steam

Mrs. H ansen. Supposing  you have two qu ar te r sections located  
ad jac en t or  near  one ano the r. I f  you lease  one  qu ar te r section you 
may  take the steam  ava ilab le in the  othe r qu ar te r section. Can  th is occur?

Mr.  E dwards. Th at  is a possibi lity .
Mrs. H ansen. W ha t can  you do abo ut such  a pos sib ilit y ? Suppose 

the  Government  is tapp in g the  resources of  an othe r pa rty and de­
pr iv ing th e p riv at e owner  of his  resource ?

Mr. E dwards. Fi rs t,  on those kin ds of ap pli ca tio ns  t he  Geologica l 
Surve y would stu dy  the area  and  det erm ine  wh eth er  there was any  
such  str uc ture  in th at  area. I f  the y det erm ine  th at there was n’t,  a 
noncom pet itive lease  could be issued b ar ri ng  o ther reasons to  prohibi t 
a lease. I f  it  was i n a kno wn area, then  t he  Geological Surve y wou ld 
recommend to  us the ma nner in  which tho se trac ts  o ug ht  to  be leased 
or  blocked out so that the  re servoir o f ste am is p rot ected  by n ot  havin g 
it d rai ned by opera tions on an ad joining  area.

Mrs. H ansen. Who are  you prote cti ng , th e pr ivate own er or  the 
Fe deral  Gov ernment?  At some po int it wou ld seem to  me if  you 
drain ed  a pr ivate owner ’s resource, you wou ld be liable  fo r a law sui t.

Mr. E dwards. I am sure th e prime  concern wou ld be in  prote cti ng  
the  Fe de ral int ere st.  In  ter ms  of th at  sit ua tio n,  it is th e same th in g 
as drai nage  on oil a nd  gas.

Mrs. H ansen. I  unde rst and. That  is the reason I  am ask ing  the 
question.

Mr.  E dwards. Th e law  of capture has ge ne ral ly  prevailed  in those 
sit ua tio ns ; those who captu re  t he  resources are  en tit led  to  recovery.
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Mrs. Hansen. So a private owner could well eliminate the  Govern­
ment’s resource ?

Mr. Edwards. Yes. In tha t case we may want to initiate a lease in 
order to capture the resource and not have it drained  by anoth er 
party.

UNCONTROLLABLE NATURE OF THE WORKLOAD

Mr. Evans. On the first page of your justification you say you want 
the $1,110,000 because “This  budget amendment is needed in order to 
permit the Bureau to respond to the sizable and uncontrollable increase 
in workload, et cetera.” Could you explain tha t w’ord uncontrollable?

Mr. H astey. Yes. Our program requests a re concerned with non­
competitive applications. Beginning Jan uary 1 the Secretary opened 
the public lands to  geothermal noncompetitive applications. In Janu ­
ary alone we had something like 2,500 applications for geothermal 
steam outside the known geologic areas.

Mr. E vans. By the use of the word uncontrollable, do I take it you 
have no choice but to approve all of these applications ?

Mr. Hastey. We don’t have to approve them but we do have to 
process them. We require a $50 deposit with each application.

Mr. Evans. All you have to deposit to apply is $50 ?
Mr. H astey. Tha t is to cover the processing costs of these applica­

tions.
Mr. Evans. Then you have no choice but to process all of them?
Mr. H astey. It  is a public demand workload. I guess we could say 

we wouldn’t process the applications, but it is un fair to the appl icant  
to open the areas and take his $50 f iling fee if we don’t process it. 
The way our legislation is set up, the money goes to the general fund 
of the Treasury so we have to come before the Appropria tions Com­
mittee for tha t money to process the applications.

OBJECTIVES OF NO NCOM PETIT IVE  LEA SING

Mr. Evans. Can you explain to me why the decision was made to 
open up all lands on a noncompetitive basis?

Mr. H astey. These are lands outside the known resource areas.
Mr. Evans. So you are considering leasing rights  for geothermal 

energy on lands you don’t know anything about ?
Mr. Hastey. Tha t is right.
Mr. Evans. Is that  good policy ?
Mr. H astey. I t is similar to our simultaneous oil and gas leasing. 

In both instances we are t ryin g to encourage p rivate  exploration  and 
development of an energy resource.

Mr. Evans. Wha t do you do in your leasing procedures to make 
certain tha t you do protect the public interest ?

Mr. H astey. The protection is through the royalty  rate. Once that 
lease is developed and if it does produce geothermal steam, there is 
a royalty rate. Of course wre don’t get the bonus money because it is 
not competitive.

Mr. E vans. D o people compete for bids when you don’t know what 
is in the land ?

Mr. H astey. We have had applications where the filings have over­
lapped more than 50 percent. Once they overlap in the same area, 
then they are automatically considered as known geothermal steam
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resource areas and the y have to go on a com pet itive bid  if  t he  are a is 
to be leased.

Mr.  E vans. W hy  are  t hey known? You don’t know an ything  more 
about i t th an  you d id  before .

Mr. H astey . I t is known th at  there  are  two  pa rti es  com pet ing  for 
the  same area.

Mr. E vans. T wo peop le are  int ere ste d in land  t hat  you don’t know 
an ything  about y ou rse lf.

Mrs. H ansen. W hy  don’t you know an ything  abo ut those lan ds 
which you plan  to  lease on a non com pet itive basi s?

Mr.  H astey . I t  is a tremen dous effort  to dr il l the  number of  holes 
required to check  all the  po ten tia l geoth erm al stea m in the  pub lic 
lan d area s. I t  is the same problem  in oil and gas. Th ere  is no end 
to t he  invento ry an d da ta  work  we w ould  ha ve to do. B y allowing  non­
com pet itive leases  we are  allow ing  the pr ivate sector to sha re in the  
ex plo rat ory work.

Mr. E vans. 'When the  Dep ar tm en t of In te rior  doesn’t have any  
idea  abo ut the value of  t he  asset s or  even if  the re are  any assets , you 
have gone ahead  and leased  areas wh eth er they  are  oil, coal, or  geo­
the rm al.  Why , un de r those  circums tanc es, do you inv ite  and tak e 
noncom pet itive bid s ? W hy  not  make them compet itive ?

Mr. H astey . T he  fact  is th at  we do not know’ if there  is a resource 
in th at  area .

Mr. E vans. O ne pa rty makes a bid  and  he doesn’t know either , bu t 
he is wi llin g to tak e a chance. Why  not let somebody else come along 
and  say “ I  wil l bid  a li ttl e more ?”

Mr. H astey . Th ere  are  m any  d ry  holes t h a t are  d ril led  throu gh  t his  
method b ut  it  encourages dev elopment of  the  r esource if  i t is pres ent . 
I t is im pract ica l fo r the Gover nment  to go ou t and tr y  t o find ou t all 
of th e th ings  th at m ight  lie un de r the g rou nd.

Mr. E vans. Do you req uir e them  to  repo rt to  you all  th ei r d iscovered 
know ledge about th at  g rou nd  ?

Mr. H astey . T hey  hav e to develop  i t wi thin a 10-year period.
Mr.  E vans. Do they  hav e to  re po rt  to you ?
Mr. H astey . Yes, sir . They have to  de velo p a plan  and subm it it  to 

the Geologica l Surve y and th at is mo nitore d and sup erv ised by the  
Survey . They know7 the value of th e resource  and the y place  a value 
on it  and  ch arg e roya lty  rat es  ag ains t th e value of  the  resource  
prod uced .

Mr. Yates. Is  th at  true  of  al l m ine rals ?
Mr. H astey . Yes. I t  is t ru e of  leasab le min era ls. Al l dev elopment  is 

monito red  by the Geological Surve y once th e lease is i ssued. A minin g 
plan  m ust  be developed  by  th e leasee.

terms applicable to noncompetitive leases

Mr. E vans. Ar e you te lling  me th a t you tak e non com pet itive bids 
because otherw ise  you will  receive no bid  because no one knows wh at 
is und er  th e land  ?

Mr. H astey . I t  is  a wi ldc at lease. We don’t know w’hat  is t her e. We 
don’t t hi nk  th e person  who  appli es  o ften knows wdiat is  th ere , bu t he 
is wi llin g to  m ake  th e investment of  equipment , machi ner y, and man­
power and  th e ris ks  invo lved  to explo re and see i f th er e is a resource  
to extract.
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Mr. E vans. Wh at  is the minimum th ey  have to pay  ?
Mr.  H astey . They pay at  lea st $1 pe r acre on the ren tal . Th en , of  

course, the y pay the 10 to  15 perce nt roya lty  ra te  if  they  pro duce 
geoth erm al stea m in commerc ial quantiti es.  But  they  have an  in iti al  
ter m on the lease of  10 years . T hey  ha ve an esc ala tin g ren ta l ra te  a ft er  
the  firs t 5 yea rs i f th e lease does not  go in to  production.

Mrs. H ansen. Wh y was i t se t a t 10 years  ?
Mr. H astey . T hat  is the pr im ary item. Ten yea rs was prob ab ly t he  

ave rage am ount of  tim e they  fe lt it  wou ld tak e fo r th e dev elopment  
of  a geoth erm al steam lease.

Mr. Y ates. Th at  is no t true  of the  coal  leases.
Mr. H astey . The pr im ary ter m fo r a geoth erm al lease is 10 years, 

bu t you hav e an e sca lat ing  re ntal  r at e a ft er  the 5 -yea r perio d. Th e r ea ­
son why there is a diffe rence betw een coal and geoth erm al steam is 
th at  each is leased u nd er  a dif ferent  act .

Mr. Y ates. In ste ad  o f $1 p er  ac re i t becomes $2 p er acre  then , w hich 
is a 100-percent esca lation,  bu t sti ll low—n ot  very much.

Mr. Z imm erm an. Th ere  is an  escala tion of  rental  req uir ed in  bo th 
com pet itive and nonco mpetit ive  leases. The se reg ulati on s were dev el­
oped  as a  re su lt o f over 1,000 public com men ts we received dur in g th ree 
proposed rulemakings. Th e 5-year per iod  was based pr im ar ily  upo n 
indu str y exp ress ion that  i t would take  ro ug hly th at am ount of  tim e to 
ge ar  up  to st art  do ing  som eth ing  o ut  on th e lan d. I t  w as fe lt  d ur ing 
th is pe riod th at  a minim um rental , th e statutor y min imu m, wou ld be 
ap pr op riate and we wo uld st ar t e sca lat ing  st ar ting  wi th  the s ix th  ye ar  
in ord er to  en cou rage the deve lopm ent.

COST REQUIR EM ENTS ON  A GE OTH ER M AL LE AS EH OL D

Mrs. H ansen. W ha t is the avera ge cost  req uir em ent on one of  the 
geoth erm al leases?

Mr.  Z imm erm an. I t  is my un de rst an ding  th at  i t costs a m inimu m of 
$50 a foo t to  dr ill  a hole  th at wou ld be su itable  fo r prod uc tio n of  
geo the rmal steam.

Mrs . H ansen. W ha t is th e dep th o f a ho le ?
Mr . Z imm erm an. It  can vary.
Mrs . H ansen. I know. F ro m wh at to  what?
Mr. Z imm erm an. I n  t he  G eyse r area  i t is about 4,000 feet I  believe. 

I t  can  va ry any where  fro m 1,000 t o 8,000 or 10,000 feet. Th e work 
requir ement s, by th e way, th a t th e Se cre tar y fina lly imposed were  
based upon wh at  would  p rob ably be a so rt of ave rage cost. I f  you  ta ke  
a 2,560-acre lease, which is the max imu m, and assum ing  a $1 base  
rental  and then  esc ala ting each year  by $1 star ting  wi th th e 6th  y ear 
th roug h the 10th year,  and doubling th at cost fo r the adde d work 
requirement , it  comes ou t to abo ut a $100,000 investment ove r t he  10- 
year period.  That  is what wou ld be req uired  if  t he  per son  he ld it  f or  
the  fu ll 10-year term.  That  wou ld be ap prox im ate ly th e inv est me nt 
th at  wou ld be necessary.

Mr.  Y ates. Wh at  do you mean by  the  10-year term ?
Mr. Z imm erm an. There is a pr im ar y ter m o f 10 yea rs. I t  is sub jec t 

to  ex tensions.



84

Mr. Y ates. It  sa ys:
Geothermal sha ll be a prim ary of 10 years. If  the steam is produced in com­

mercial qua ntit ies within this  term, such lease shal l continue for so long as 
geothermal steam is produced, but such cont inua tion shall not exceed an add i­
tional 40 years.

So ac tua lly  if  t hey str ike  s team  and  they sell it, it is a  5 0-year lease 
then, isn ’t it?

Mr. Z imm erm an . T ha t is r ight .

CLASSIFICATION OF GEOTHERMAL RESOURCE AREAS

Mr. Y ates. I  look  at th is document  th at  h as been hand ed  t o me. I t  
has ma ps of  the West ern  Un ite d State s showin g lan ds  class ified fo r 
geo thermal resources. I t  is  not en tir ely  a n unk now n process, is i t ?

Mr. Z imm erm an. N o , sir . Und er  th e ter ms o f t he  act the Geological  
Sur vey  w as req uir ed wi thin 120 days af te r the p assa ge of  th e act,  D e­
cember 24, 1970, to define th e kno wn geo the rmal resource  are as th at  
the y were aw are  of. They designated  44 known geo thermal resource 
areas, encomp assing approx im ate ly 1,800,000 acres , of  which abo ut 
one -ha lf are  p riv ately owned and th e othe r h al f is fed era lly  owned.

Mr.  Y ates. In  reply to  Mr. Eva ns ’ question I  go t th e imp ress ion 
th is was wild ca tting . T his  is not  rea lly  wi ldc att ing , is it?

Mr. H astey. T he  a rea s in the da rk  b lack are  know n str uc tures sub ­
ject  to  com pet itive leas ing.  The rem ain ing areas would be open  fo r 
noncom pet itive l easing.

At th is  ti me there is pro bably  an ad dit ion al mil lion  acres th at will  
be c lassified as kno wn geo the rmal resource  areas on the  b asis  o f over­
lap ping  app lications. They hav e to  be filed du rin g a ca len dar month. 
We have simulta neo us ca len da r mo nth  filin g periods . I f  there 
are  overl appin g appli cat ion s du rin g th at  ca len dar mo nth , then 
th at  are a wil l be classified as a kno wn geo the rmal resource  area  
on the basi s of  c om pet itive intere sts . Th is is con sist ent  wi th the st at ­
ute. The statute says  you will  use four  tes ts to  establ ish  wh eth er it  
is a  kno wn resource. One is geo logy. An othe r i s ne arb y discoveries  and 
anoth er is compet itive int ere sts . B ut we h ad  ve ry l itt le  gu idance  which 
says wh at is com pet itive. Hence, we have establ ished th e 50-percen t 
or more ove rlap . Th en  we hav e “other indic ia”  wh ate ver  t h a t ca tch ­
all migh t mean . So it  ca n be any  one or  a  combina tion of  tho se which 
will  prom pt  the  Geological Surve y to  cla ssi fy the areas.

Now we hav e in excess of 2 mi llio n acres whi ch are  con side red as 
known geo thermal are as which if  leased, mu st be leased c ompet itively .

ANTISPECULATION MEASURES IN  GEOTHERMAL LEASING

Mr. E vans. W ha t, if  an yth ing,  is there in th is sta tu te  or  in your 
reg ula tions  pe rta in in g to geo the rmal energy  to p rev en t w hat  happen ed 
in the  coal lan ds  where peop le have sa t on it  and  you peop le have let 
them hav e it  fo r yea rs and years  wi thou t requ iri ng  the m to li ft  one 
shovel? I  don’t know how many hu nd reds  of tho usa nds of  acres of 
lan ds have been leased  fo r the development  of coal and hav e been 
sat  on. I  am tol d th at  you  fellows just, let  them  si t the re,  and even 
let  them speculate. Re po rts  hav e been made indica tin g th at  people 
come in to bid  on coal leases not  to  p rod uce  coal, bu t fo r the specula-
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tion on the future market of coal. What have you got in these geo­
thermal statutes, regulations, and leases tha t will prevent that  sort 
of thing?

Mr. Edwards. The primary term in the lease is 10 years. They have 
to be drill ing at the time or the lease expires provided they don’t 
get an extension. Second, there are the diligen t development require­
ments. Then, there is the escalating rental. They cannot sit and hold 
it for  nothing. It  will cost them.

Mr. Evans. H ow do you measure diligent efforts? I  know in  other 
lease arrangements you could go out and spend $100 every 2 or 3 years 
and th at is deemed by you people to be a dil igent effort.

Mr. Edwards. What has been done in this case is tha t they must 
have spent at least twice the amount of the rental beginning in the 
sixth year. As Mr. Zimmerman explained, if they carried  it through 
to the 10th year, it would cost them at least a $100,000 investment; in 
other words, to have done the work tha t is required under the diligent  
requirement provisions together with the rentals  they would have 
to expend about $100,000 for a maximum size lease.

Mr. Yates. Where in the statute do you find any requirement of 
diligence?

Mr. Zimmerman. There is not a specific requirement in th e statute  
tha t requires it , only under the te rms t ha t it is in the public interest, 
to encourage timely and organized development.

Mr. Yates. In  what par t of the statute does it say tha t ?
Mr. Zimmerman. Under section 24 it  talks  about the rules and regu­

lations. “The Secretary may prescribe” and then it identifies about 
10 different items that  could be considered.

Mr. Yates. You are t alking about the regulations  prescribed by the 
Secretary ?

Mr. Zimmerman. Yes, sir.
Mr. Yates. They require diligent development?
Mr. Zimmerman. Yes, sir.
Mr. Yates. I suppose we ought to see those, too, shouldn’t we? I 

understand you are contending tha t tha t is a part  of the s tatute  no w; 
is that correct ?

Mr. Zimmerman. The regulations, yes, sir.
Mr. Evans. I am not sure of the answer to my last question. The 

question was what, if  anything, are you doing with the regulations on 
leasing geothermal energy tha t would prevent what has happened 
under coal leases where they are leased and not developed ? The com­
ment was made th at if they have not done any development work by 
the 10th year, the rent  doubles and they have to accomplish work 
equivalent to twice their escalated rent. Is that  the 10 years or the 5 
years?

Mr. Edwards. The sixth year.
Mr. Evans. So with a maximum lease and maximum rental , what 

would they have to invest?
Mr. Edwards. In the 6 years ?
Mr. Evans. Yes.
Mr. Zimmerman. Assuming a 2,560-acre lease, which is th e maxi­

mum, and assuming the $1 statu tory minimum rental for the first 5 
years, the s ixth year rental would escalate by $1. By regulation  it  can­
not escalate by more than  $1 per year. Th at means you have $2 rental
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tim es 2 which is $4 p er  acre  tim es 2,560 w hich  is a lmost $10,000 for  thi s 
pa rt icul ar  yea r.

Mr.  E vans. So un de r those circumstance s th at  would not  be very  
difficul t for  an yone; would i t?

Mr. Z immerm an. T ha t is th e 6 years. S ta rt in g with the  seventh year 
the  ren t is $3 tim es 2 or  $6 pe r acre which amoun ts to  an addit ion al 
$15,000 expenditure.  In  th e eig hth year  it  would go up by anoth er 
$5,000 o r req uir e a $20,000 invest me nt an d so on.

Mr.  E vans. I  hope  th is  works. You  hav e a  lot  of  coal und er  lease that  
is j us t s it ting  the re.

EFFORTS TO ID EN TI FY  ADDITIO NAL  KGRA’s

Mrs.  H ansen. W ha t effort  is the De pa rtm en t ma kin g to iden tify 
more  K GRA ’s so that a large r p or tio n can be leased com pet itively  ?

Mr.  E dwards. We don’t know how m any  nonc ompet itive lease a pp li­
cati ons  w ill res ult  in com pet itive leases because of  the over lap . T ha t is 
wh at we are  ha ving  to analy ze now.

Mrs.  H ans en. T ha t is par t of th e reason you are  ask ing  for ad di ­
tio na l fun ds.

Mr. E dwards. To dete rmine  th a t ; yes. All of  those ap pli ca tio ns  which 
ove rlap by at  least 50 percen t will  go as com pet itiv e leases. Then, of 
course, the Geolog ical Surve y is go ing  throu gh  the  process of  ana lyz ing  
th ei r inf orma tio n to  det erm ine  wh eth er there are  othe r KGRA’s. In  
othe r words, wh eth er there should  be  o ther geologic areas t o be clas si­
fied as  KGRA’s. I f  the re  are,  those ar eas  would go by c ompet itive lease, 
also.

IJSGS EXPLORATORY COST EST IMA TES

Mrs.  H ansen. Y ou testif ied th ere is someth ing  in t he  v ici nit y of be­
tween 1 and 2 mi llio n acres of  lan d to be leased on a non com pet itive 
basis. Is  th at  correct?

Mr. E dwards. Yes.
Mrs. H ans en. Dr . McK elvey , wh at would it  cost the Geological 

Surve y to iden tif y th is 1 to 2 million ac res an d how long w ould  i t t ake  
so t hat  more land  could tran sf er  fro m the  n onc ompet itive are a to the  
com pet itive a rea  ?

Mr. McKelvey. The  2 mill ion  acre s in  which noncom pet itive inte res t 
is expected  to be expressed and  how much it would cost us to eva lua te 
th at?

Mrs. H ansen. That  is r igh t.
Mr. McKelvey. I  can  supplem ent  th is  for  the  reco rd, Madam  C ha ir­

man , with pe rhap s a lit tle  b et te r inform ati on , bu t I  would say  t ha t it  
wou ld cost  us at  leas t of  th e orde r of  $1 an  acr e fo r a very ro ug h ap ­
prais al  as to th e poten tia l. An d to ac tua lly  i de nt ify and determine the  
extent  of geoth erm al resources, if  they  do in  fact  exis t, would cost  a 
grea t deal  because it  would invo lve expensive dr ill ing,  et cete ra. The 
figure I  chose, $1 a n acre,  i s o f th e orde r of  w ha t i t costs  in  w ilde rness 
surveys in which  we do some wha t th e s ame kin ds  of th ings  th a t w ould 
be involved i n a  pr eli minary survey.

Mrs . H ans en. W ould it no t be advanta geous to  the  G overn me nt to 
invest  th at $2 million in  th is  kind of an  effo rt ?

Mr. McK elvey. T o a degree it  is be ing  done  in  the course of  the work  
th at  we do  in orde r to  dete rmine  the  ex ten t of new KGRA’s and indee d
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thei r location in some instances. Tha t is par t of what we will be talking 
to you about when we come before you officially.

Mrs. Hansen. I understand.
Mr. McK elvey . Bu t for us to do the  dr illing and actual work th at 

would be involved in a  careful assessment of the potent ial would in­
volve a great deal of risk. A t th is stage in geothermal exploration, I  
think it perhaps would not be wise to invest to tha t order of magnitude. 

ENC OURAG EMENT OF PRIVAT E GEO THE RMAL DEVELO PMENT

Mrs. Hansen. You think t ha t the Government would recoup more 
through the normal royalty process ? Is  that  correct ?

Mr. McK elvey . I  think th is is a time to encourage private initiat ive 
in the development of this resource.

Mrs. Hansen. If  the resource is developed.
Mr. McK elvey . We want to encourage them to.
Mrs. Hansen. I have listened to who the geothermal bidders are;  

the major oil companies. They, under present technology, leave two- 
thirds of the  oil in the ground. So I  don’t know if  they are going to 
produce any better results in the geothermal area.

Mr. McK elvey . We should encourage them at least.
Mrs. Hansen. They are being encouraged. Certainly the  demand for 

energy in the United States is an encouragement. The same oil com­
panies have coal leases, geothermal leases, and oil and gas leases.

Mr. McK elvey . Many of them consider themselves to be energy com­
panies and in fa ct have so advertised themselves as tha t. But, Madam 
Chairman, at th is point in the state o f the a rt of  the utilization of geo­
thermal resources we are not really very sure about the commercial 
recoverability of geothermal energy except as its exists in the form 
of steam.

Mrs. Hansen. I understand.
Mr. McK elvey . For  some more limited uses at a lower value, it 

has a value as very hot water. We are looking at a range of th ings— 
hot dry rock tha t may have some ultimate potential. But we don’t 
really know what the value may be in the future , much less now. 

LONGEVITY OF GEOTHERMA L RESOURCES

Mrs. II ansen. How long will the average geyser last? Is there any 
limitation ?

Mr. McK elvey . We are dealing with a depletable resource. I t is a 
kind of fossil fuel, if you like. I t is not energy that  is being generated 
continuously in the locality.

Mrs. H ansen. You will one day reach the end of the resource.
Mr. McK elvey . That  will happen. I  think it is only in the realm of 

speculation at the present as to what those lives will be. But I  th ink it 
is something of the order of 50 or 100 years. I think that would be a 
reasonable guess depending on the character of the reservoir and the 
way recirculation takes place, et cetera.

Mr. Evans. What is it that  depletes itself, the heat ?
Mr. McK elvey . The heat, yes. You see we are dealing here with a 

source of energy, in the West at least t ha t consists, chances are, of a 
cooling body of igneous rock—is a magma th at has intruded into the
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E art h ’s crus t, solidified and  is now cooling. I t cools very s lowly because 
rock  is a slow conduc tor.  Tha t is a body  of  dim ini shing  hea t. Wh en 
it is depleted  it  will become cool an d no  longer exis ts.

NATUR E OF GEOTHERMA L ENER GY

Mr. Yates. Can yo u te ll us  wh at causes a g eyser ?
Mr. McK elvey . In  gen era l terms , yes. Th e geyser cons ists of 

meteoric wa ter , th at  is rai n water,  th at  has  seeped into a he ati ng  
chamber where it reaches  a certa in tempe ra ture  th at  causes it  to ex­
pa nd  and fina lly exceed the lim its  of  the rese rvoir. So then  it  comes 
out. A gey ser  th at  does th is on a more or  less reg ular  bas is is one in 
which there  is a fa ir ly  finite lim it to  t he  cha mber th at  con tains it,  so 
th at  as the wa ter  dr ains  back in it  goes th roug h the  process, repeat s 
its elf  and comes back  out aga in. Th ey are  not , of  course , exactly  
reg ula r. T he re  is gre at  var iat ion .

Mr.  Y ates. I s th is t rue o f all geoth erm al patche s ?
Mr. McK elvey . A geyser has  th is  chara cte ris tic  in common with 

othe r g eother ma l reservoirs th at  are  occup ied by water  or steam. I t is 
ex tra ct ing he at  fro m the  reservoir . The eru pt ion rep resent s an accu­
mu lat ion  of  he at and beyond a ce rta in  point  th at  he at comes ou t. Much 
of  it  passes off int o the  atm osp here and drops on the  surfa ce  as it  
comes back down. Th e wa ter  or  steam are mer ely the age nts  fo r tr an s­
fe rr ing hea t fro m the ho t rock  wi th which it is in contact . Th e water  
bea rs the  same rel ati on  to geoth erm al ene rgy  as an electric wire does 
to ele ctr ici ty at  t he  po int of  gen era tion. I t  is the means of conveying 
the  hea t th at  exis ts w ith in the  rock.

Mr.  Yates. I  suppose th is ch ar t th at you hav e here is an ind ica tion 
of  where you think  these he at cham bers are , isn ’t it  ?

Mr. McK elvey . T ha t is corre ct. Th ere pro bably  are  a  lot  more th at  
ac tua lly  exi st th at  hav e not been iden tified. Most of  those th at  were 
identif ied w ere identif ied on t he  basis of  h ot  s prings. Ac tua lly  t he  h ot  
sp rin gs  m ay rep res en t a leaky geoth erm al reserv oir  and th e best ones 
may  not  have an y su rface  ma nif est ati on  at  all.

Mr.  Y ates. Do  we know wh at causes these he at  chambe rs?
Mr. McK elvey . Mostly  the y are  coo ling  bodies of  igneous in tru­

sions,  molten  magma from deep wi thi n the E art h ’s crus t th at  has  
forced  its  way up ne ar  the  sur fac e, some time s res ul tin g in a volcanic  
eru pt ion but  very o fte n not.

YEARS INVOLVED IN  CO MP ETITIVE LEASE SALES

Mrs. H anse n. For how many years  do you  expect to  be ma kin g 
com pet itive geo the rmal lease sales at  the  ra te  of five pe r year?

Mr.  H astey . I  don’t th ink I  can  t ell  you righ t now. I  th in k it  will  
depend  a lo t on the  develop ment Vince McK elvey refe rre d to. In  
fiscal ye ar  1975 we are  plan ning  15 com pet itive sales. In  fiscal year 
1976 we are plan ning  20. We  were  or iginall y est im ati ng  about five 
per yea r, based on wh at we could see 6 mo nths ago  and upo n wh at 
our or igina l budget was based . I  th in k it  is a learning  process fo r 
both BLM and GS  as to  how ma ny we will  lease in the fu tu re  years.
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SIM UL TA NE OU S OIL AND  GAS PROGRAM

Mrs. Hansen. You are requesting an additional $360,000 and 18 
positions for  addit ional oil and gas filings. What are the  details ?

Mr. Hastey. A year ago, during fiscal year 1973, we had filings of 
about 680,000 applications for oil and gas leases. In  fiscal 1975 we are 
estimating  something like 1.2 million applications.

Mrs. Hansen. These are onshore?
Mr. H astey. These are onshore, noncompetitive lease filings. These 

are in areas outside known oil and gas provinces.
Mrs. Hansen. Why are these areas outside known oil and gas 

provinces ?
Mr. H astey. Here again it is the lack of geological data  to identi fy 

all the possible oil and gas deposits, whether it is there or not there. 
So we have opened up noncompetitive filings for wildcat operations.

DR ILL ING  RATIOS ON OIL  AND  GAS LEASES

Mrs. Hansen. It sounds like Pando ra’s box.
Mr. Hastey. I  think out of 94,000 or so existing leases, only 8,000 

to 9,000 are in production. So in process of exploratory work many dry  
holes are drilled.

Mrs. Hansen. What is your ratio on drillings and dry holes on­
shore in your noncompetitive areas ?

Mr. E dwards. I t is about 1 to 9 ,1 think. GS is in a better position to 
testify to that.

Mr. McKelvey. One to nine; yes.
Mr. McDade. The  question here was on the noncompetitive. W hat 

is the ratio on the noncompetitive ?
Mr. Hastey. One in ten go to drilling. Of those, th e success ra tio 

might  be 10 percent.
Mr. McDade. It  is almost the same then.

SIM UL TA NE OU S FI LI NG PROCEDURE

Mrs. H ansen. Would you please explain the “simultaneous filing” 
procedure ?

Mr. E dwards. The process applies to all lands th at have been leased 
previously and are not now leased for some reason ,'either the lease 
expired or i t was canceled.

Mrs. Hansen. How long was that  lease ?
Air. Edwards. Ten years. As they become available they are listed 

on a simultaneous oil and gas list each month in our respective land 
offices. Individuals are allowed to file applications  for those. Because 
we have so many applications for the same tr act  of land we have a 
drawing each month to determine in prio rity  who shall  be awarded 
a lease for a specific tract.

Mr. McDade. Are there competitive efforts for the same trac t ? Then 
why are they noncompetitive ?

Air. Edwards. Because they are not in areas tha t are known to bo 
oil and gas producing areas.
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Mr.  Z imm erm an. I t  is a dif fer ent tes t with  resp ect  to oil an d gas. 
In  oil and gas , by  sta tute,  it  has to be a known geological str uc ture  
fo r produc ing  oil and gas  before  th e Geological Survey  can  classif y 
it  to  go com petitive . Th e tes t is no t so severe wi th  respec t to  geo­
the rmal.

Mr. E dwards. We are  op erat ing under dif ferent  sta tutes  here.
Mr.  McDade. B ut  th e rat ion ale  fo r t he  difference, is it  st ill  ef fective  

and opera tional?

PROPOSED LEGISLA TION TO IMPROVE MINE RA L LEA SING

Mrs.  H ansen. Ha ve  you ever sought an  amend ment to  th a t act? 
Mr. E dwards. Yes, we have .
Mrs . H ans en. Wh at  is the  sta tus of th at le gis lat ion  ?
Mr.  Vetterick . I t  has no t been acted upon. Th e last amend ment 

to the 1920 Mine ral  Leasi ng  Ac t was made to  fac ili ta te  the tra ns - 
Alaska  pip elin e.

Mr.  Y ates. Wh at  othe r am end ments  are  you seek ing?
Mr. E dwards. Th e amend ments  of  1973, whi ch wou ld place all  

leaseable miner als  und er  co mpetit ive  ru les.
Mrs. H ansen. W ha t committee has jur isd ict ion fo r th at leg isla­

tio n ? I assum e it  wou ld be the  In te rior Au thor izing Com mittee.
Mr. E dwards. I  assum e th at  would be the  com mit tee the bil l is 

assigned to, bu t I do n’t know where it  is pe nd ing  righ t now.

production from noncompetitive oil and gas leases

Mr. McDade. A re we r ece ivin g any produc tio n of  oi l and gas  fro m 
the non com pet itive lan ds  in the  co un try  t od ay  as we have designate d 
them?

Mr. E dwards. No. Tha t is the reason they  are  on the list.
Mr. McDade. So there is no produc tio n at  all. Would you  like to 

comm ent, Mr. W ay land  ?
Mr.  W ayland. Ab out 85 perce nt of the pro duction  fro m Fe de ral 

lan ds  is from  leases th at  were issued non com pet itively , bu t then , of 
course , these leases  are  pe rpetua tin g as lon g as the y are  pro ducing. 
There for e, the y are  no t released , leased over and over again , by the  
simulta neous filing system . Th ere fore,  it  is the leases  th at  do n’t get  
dr illed  and  that  exp ire  that  don’t produce. Of course t he ir  p roduction  
is zero,  as F ra nk Ed wards  said.

Mr.  Z imm erm an. O r if  th ey  get dr ill ed  and there  is no th ing found.
[Discuss ion off the record.]
Mr. E dwards. Some thing  you have to un de rst an d is th at  some of 

these leases a re only 40 acre  tr ac ts  and  b efo re some of thes e companies 
will  go ahead  w ith  dri ll in g the y wa nt  a l ar ge r leaseho ld th an  40 acres. 
Because the y are  parc eled in sma ll tra ct s like th at , the y are  no t of 
much in ter es t to  somebody  to  go in a nd  spen d the  money to acquire  the 
block and dr il l the well unles s the y can  p ut  tog eth er a pac kag e which 
the y feel is w or th  the  investment in  dr ill ing.

RETURNS  FROM NO NCOM PETIT IVE  LEASES

Mr. McDade. Somebody  fe lt it  was  since  we have  the  s tat ist ics  t hat  
85 pe rce nt of  th e produc tio n comes fro m wh at were once non com pet i­
tiv e lan ds.  Ar e they  sti ll p ay ing 50 cents an  acre rent  ?
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Mr. E dwards. If  they are in production, they are paying the 12% 
percent royalty.

Mr. McDade. How much ground rent ?
Mr. E dwards. There is no renta l when they are paying the royalty.
Mr. McDade. Ju st a straight royalty ?
Mr. Edwards. Yes.
Mr. McDade. Would tha t be consistent with private  leasing 

practices ?
Mr. E dwards. I think  the royalty is but the rental that is paid for 

private leases is generally higher. The royalty is generally consistent. 
I t is not t rue of all the  leases. We charge 16% percent royalty on the 
Outer Continental Shelf.

Mr. Evans. But the renta l ceases with production, right ?
Mr. Edwards. That is correct.

AVAIL ABI LITY OF USGS DATA

Mr. E vans. As I  understand it, the Geological Survey produces the 
facts and evidence in rela tion to  what we have in the public lands and 
you people use tha t knowledge in the leasing. But I also understand 
tha t you in the Geological Survey produce information tha t you don’t 
pass along to the Bureau of Land Management; is th at correct?

Mr. McKelvey. No, sir. There would be no informat ion withheld 
from the BLM if they requested it. Much that we know and they are 
interested in is passed along routinely. O f course a great deal of what 
we learn we publish. Tha t is one of our principal  purposes.

Mr. E vans. Do you have good working relationships, one with the 
other ?

Mr. McKelvey. Generally speaking I  think we do. We are working 
to improve them. Recently we formed a coordinating committee tha t 
will be cochaired by both our associate directors. That  meets frequently 
to be sure tha t we are thoroughly coordinated. We have a lower level 
effective coordina ting group involving Fra nk Edwards and Russell 
Wayland tha t meets once a week or something like that.

Mr. Evans. I suppose that you receive information from companies. 
Do you see th is kind of information on a confidential basis? Does it 
preclude you from talking about it with BLM ?

Mr. McKelvey. No. We do no t withhold it when i t is understood 
and agreed to by BLM tha t it will be pro prieto ry informat ion as the 
law requires.

Mr. Evans. So this provides you with no difficulty either, as I 
understand it.

Mr. McKelvey. No.
Mr. E vans. One last question. Do your leases now require that all 

informat ion developed by companies under these drilling  permits must 
be disclosed to the Department of the Interior  or BLM or the Geologi­
cal Survey ?

Mr. McKelvey. Yes.
Mr. Evans. Here you are in a position where you don’t begin to have 

the manpower and capability  to really inventory the assets we have. 
But priva te people do come in and drill  and explore. In  the past  they 
have usually kept tha t informat ion pret ty much to themselves, as I 
unders tand it.
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Mr. Mc K elvey . They keep it from the general public and from thei r competitors in particular. But it is required to be given to us, all in­formation on drill ing, production, geophysical surveys, et cetera.Mr. Evans. Is this true with coal, gas, and oil and the whole works?Mr. Mc K elvey . It  is true with all leases.
Mr. Evans. Do you have a feeling of confidence that  they do disclose to you all the information they develop ?
Mr. Mc K elvey . Yes, sir. We don’t require from them thei r inter­pretations of the data. But we do require t ha t they submit logs and make samples available to us and give up other direct informat ion th at they acquire.
Mr. E vans. Do you believe you have as good a chance to  interp ret material they give you as they do themselves ?
Mr. Mc K elvey . Yes; by and large.  But we don’t, as you indicated, have the capacity to go into great detail, except wi th respect to spe­cific problems. We have much more data  than  we are able to utilize for some purposes that  would be impor tant on a national basis.We have under consideration now a proposed rulemaking on Federal leases which would require lessees to submit information on thei r reserves.
Wha t is being considered is to issue this in the Federal Register as an announcement of proposed rulemaking and invite public comment as to what kinds of information ought to be required and how it  would be prepared, and so on. Then, depending on the outcome of that , pos­sibly we would propose rulemaking along tha t line. So this would extend the base of information th at the Government now has.Mr. Evans. Thank  you, Madam Chairman.

BASE FU ND IN G FOR OIL AND GAS LEA SING

Mrs. Hansen. What  funding and personnel are allocated to this activity in your current  fiscal year 1975 request ?
Mr. H astey . Our 1975 base is about $1,550,000 for oil and gas leas­ing and the increase of $360,000 is to handle the increase in noncom­petitive oil and gas simultaneous filings.
Mrs. Hansen. Why didn’t you request this additional amount in your original budget  request?
Mr. Hastey . Primarily, Mrs. Hansen, because we did not forecast*' the huge increased interest in the simultaneous filings.
Mrs. Hansen. You testified in your regula r budget in late Feb­ruary  or March. Didn’t you recognize the additional workload at  tha t time?
Mr. H astey . We were here in March. We recognized it at tha t time, yes, ma’am.

DELAY IN  PROPOSING INCR EASED REQU EST

Mrs. Hansen. Why has it taken those paper  shufflers downtown from March until  the middle of June to submit a budget amend­ment ? Even the post office isn’t tha t slow.
Mr. H astey . They wanted to do a thorough analysis of it. We were aware of it about February.
We could see this continual climb. We do not see it dropping off.Mrs. Hansen. The committee has been worried about this  situat ion for 8 years.
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Mr. Hastey . We saw a continual buildup. The funds we did have 
in the initial 1975 budget was adequate to handle the earlie r rate of 
filings.

Mrs. Hansen. You are not going to solve our energy problems in 
this country without having adequate information.

Mr. Hastey . Yes, ma’am.
Mrs. Hansen. I would have thought OMB would have decided tha t 

we weren’t traveling by horseback long before they did.

DEV ELO PME NT REQU IRE ME NTS FOR OIL  AND GAS LEASES

What  incentives are provided in these leases for early development 
and production of oil and gas ?

Mr. Hastley . The term of the lease is 10 years.
Mrs. Hansen. In  10 years, the price of gasoline can go to $4 a gallon.
Mr. E dwards. The  term is 10 years. Generally, we haven’t had dili­

gent requirements in this type of a lease. This is the wildcat proposi­
tion we mentioned before. These are areas that are not known pro­
ducers. I  think,  as Dr. McKelvey mentioned earlier, a large share of 
our production tha t we have onshore now has come from this  type of 
a lease. Yes; there are some leases that  are held. Generally i t’s a si tua­
tion where the companies want to get out and explore for the other 
sources of oil and gas.

Mr. Yates. Does that mean that there is no requirement for dil igent 
production ? Is  that  what you are saying ?

Mr. Edwards. Tha t is true, except they have to be d rilling on the  
anniversary date of the lease or the lease expires. I f they are going to  
keep the lease they have to drill.

Mr. Yates. To what extent must they drill ?
Mr. E dwards. I f they are d rilling on the anniversary date they can 

get a 2-year extension. If  they don’t find anything, the least expires.
Mrs. Hansen. Suppose they don’t d rill until just before the 10 years 

expire ? What is to stop them from doing tha t ?
Mr. Edwards. Nothing. They get a 2-year extension is all. If  they 

don’t produce any thing  in th at period of time, they lose the lease.
Mrs. Hansen. Can they then obtain another extension ?
Mr. Edwards. No, they can’t.
Mrs. Hansen. So they have a total of 12 years ?
Mr. Edwards. Yes.

STATUTORY BASIS FOR LE NG TH  OF OIL AND GAS LEASES

Mr. Evans. Why not give them a lease for 3 years ? Are you required 
to have a minimum lease of 10 years? What  is wrong with 3 years?

Mr. Zimmerman. This is required by the Mineral Leasing Act. It  
provides for 10-year terms for noncompetitive leases. I t provides for 
5-vear terms for competitive leases.

Mr. E vans. Do you in terpret th at to mean that i t is 10 years and no 
less?

Mr. Zimmerman. Yes, sir. To change the period would probably 
require an amendment to the act.
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OTHER STATUTORY PROV ISIONS

Mr. Yates. I s th at  the  act  th at  has the provis ion  in it  giv ing  the  
Secre tary of the  In te rior  the  power to det erm ine  w het her  a  mo nopoly 
exis ts an d a lso to  con trol  prices  ?

Mr.  Z imm erm an. In  the  1920 Mine ral  Leasi ng  Act ?
Mr.  Yates. Yes.
Mr.  Z imm erm an. Yes.
Mr. Yates. So the Secre tary does hav e the power to det erm ine  

wh eth er ce rta in  leases  are engaged in mon opo ly practic es, is t hat  co r­
rect?

Mr. Z imm erm an . Th e sta tu te add resses th is with respect to the  
acreage lim ita tio n. Th ere  is an acreag e lim ita tio n in the  sta tu te  w here­
by one indiv idua l, corpo rat ion , or  com pan y cannot hold mo re than  
246,080 acres in  any  one  St ate , except in Alask a where you a re allow ed 
to h old  300,000 acres.

Mr.  Yates. I  tho ug ht  it was 46,000 acres in some ?
Mr. Z imm erm an. T ha t is on coal, only coal. Oil and gas  is 246,000 

acres.
Mr.  Yates. I  haven’t gotten an ans wer to my ques tion.  You haven’t 

ansivered my question as to the pow er the  Secre tar y has. He  stil l has  
th at  pow er, ha sn ’t he ?

Mr.  Z imm erm an. I  r eckon he does. I  have nev er seen it exerci sed.
Mr. Yates. I t  has nev er been exercised? He  also has  the  con trol 

over  the  pric es too, doesn’t he ?
Mr.  Z immerm an. N o.
Mr. W iles . Mr. Yates,  I  th ink you are l  igh t. We  supplied a Sol ici­

to r’s opinion on it  which agre es w ith  wha t you a re saying. I  believe you 
are  r ight .

Mr. Yates. T hat  is rig ht . The dis tin cti on  th at  was draw n between 
the  M ine ral  Leasin g Ac t and  th e a ct c reat in g the  leasing for  the  O uter  
Continen tal  Shelf . In so fa r as th e 1920 Act is  concerned,  th e Secre tary 
does have th at  power un de r the specific te rms o f the act. A s a m at te r of  
fac t, the  leases th at  were  sent  u p to me at  my request con tained  p ar a­
grap hs  co nta ini ng  th at power.  R ight?

Mr. Z imm erm an. Yes, sir .
Mr. Yates. Bu t he has  neve r exerc ised i t?
Mr. Z imm erm an. Not  to my  knowledge.
Mr. Yates. Bu t he can , can  he no t ?
Mr. Z imm erm an. I w ould  say h e can,  yes.

REQUESTED INCREA SE IN  GEN ERAL AD MIN ISTRATIO N

Mrs. H anse n. You are  req uesting  an addi tio na l $250,000 and 10 
pos itions fo r general  admi nis tra tio n. Please  ju st ify  th is request.

Mr. H astey. Th is increase  is requ ested to  supp or t the previous 
budget a mendment t hat  we sent  over  toge ther  with  th is budget amend ­
men t. Th e lar ge  increase  in pos itions in ou r to ta l budget reques t now 
amoun ts to  som eth ing  like  718 a dd ition al  people. The ad minist ra tiv e 
workload  th at  goes wi th  t hat  requ ires th at  w e have  some ad min is tra ­
tive support . Th is wou ld be in  th e n atur e of comp ute r op era tions,  p er­
sonne l, procu rem ent , payro lls , et cetera.

Mrs. H anse n. H ow  m any  o f t hese pos itio ns will  be in  W ash ing ton  
and how  many in  the  field ?
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Mr. H astey . These will all be in the field, pr imari ly in our Denver 
Service Center where we have our centralized contracting, our per­
sonnel servicing, financial people and computer equipment.

Mrs. Hansen. What is the total involved in this request for GSA 
space?

Mr. H astey . There is no GSA space in th is $250,000 request. Tha t 
w as covered in our regular fiscal 1975 budget.

Mrs. Hansen. Are there any questions?

10  MILLION  ACRE OCS LEA SING OBJECTIVE

Mr. Y ates. Who decided that our national policy should be to en­
gage in a leasing of 10 million acres in the OCS, during the year 
1975?

Mr. Vetterick . That  was in the President’s energy message, of 1974.
Mr. H astey . This decision was made by the President afte r taking  

into consideration the recommendations and concerns from several 
agencies including the Secretary of Inte rior and the Federal Energy  
Office. Afte r reviewing the pros and cons, th is is the decision tha t he 
decided to go with.

Mr. Y ates. Isn ’t this really an impossibility? As I  read what Mr. 
Berklund testified to earlier, I think  you proposed to lease %y2  million 
acres off the coast of south Texas, 1 million acres off the coast of 
southern Californ ia, 4 ^  million acres off the coast of east Texas, and 
a possible frontier  area of 2 million acres. I don’t know what “possible 
fron tier” means. Would you tell me ?

Mr. H astey . Tha t could mean an area off the Atlan tic Coast or off 
the Gulf of Alaska. It is any OCS region where we have not  had any 
previous leases.

The fron tier areas we are now considering include the Gulf of 
Alaska and off the Atlantic coast. We have not determined what fron­
tier area is to be leased yet.

Mr. Y ates. Is it possible to even consider leases off the fron tier 
area in 1975 ?

Mr. H astey . It ’s scheduled for calendar  year 1975. So it would be 
the period from January 1 to December 31, which includes one-half 
of fiscal year 1976.

Mr. Y ates. Where would you lease off the  Atlantic coast?
Mr. H astey . We are looking right  now at areas such as Bal timore 

Canyon, which the Council of Environmental Quality indicates as a 
low-risk area from the point of environmental concerns. We are now’ 
preparing an environmental impact s tatement on the decision to lease 
10 million acres.

Mr. Y ates. H as Dr. McKelvey finished his work with respect to the 
possibilities of leasing that many acres ?

Mr. Hastey . I think Dr. McKelvey’s work is ongoing on all areas 
right now.

Mr. Y ates. Y ou mean there is noth ing more for him to do, and all 
you have to do is lease the acreage ?

Mr. H astey . No. We have to go throug h quite a process before we 
have that acreage leased. We are not ready to  say tha t the 10 million 
acres as a goal is impossible. We are not sure whether we can at tain  
tha t goal but wye are working to attempt to.

35-6 50  0 - 7 4 - 7
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AVA ILA BILITY OF DRILL ING  RIGS

Mr.  Yates. Why  wou ld you want to do it  ? W ou ldn’t such an action 
am ount to  tu rn in g over Fe de ral lan ds to the lessees at  a tim e of  
sca rci ty of  o il rig s? Also  a short age of personnel?

Mr. H astey . T hi s is one of the  thing s we fou nd  ou t in ou r call fo r 
inf orma tio n from the companie s a nd the e nvironm ental ists, as to  what  
pr iorit ies would  they  set in leasing off th e Ou ter Co nt inen tal Shelf . 
Ma ny of  th e com pan ies came in wi th a 3- to 8-year per iod  to deve lop 
these leases. I th in k some o f t he  compa nies  f elt  t hat  th ere was a  p ossi­
bi lit y o f a tta in in g that  goal. Some fel t i t wo uld  be very difficult because 
of  the  lack of  equ ipm ent.

Mr.  Yates. Th e Oil and Gas J ou rn al  of  M ay 6, 1974, s tates “A rig s 
sh or tfa ll seems possible by 1982. I t ’s ext rem ely  unlikely  there wil l be 
a su rplus of  offshore mobile rig s or a sa tu ra ted mark et du ring  the 
next 10 to 15 yea rs a t toda y’s pace. Indeed, based on announced con­
str uc tio n plans,  there could be a sh or tfa ll of  mobile un its  worldwid e 
by 1982 in any where  from betweeii  80 and 190 un its , acc ord ing  to  the  
forec ast er. ” Is  th at  a reasonable assum ption?

Mr. H astey . I cou ldn ’t tel l you. I  have he ard th at  th ere was a s ho rt­
age  o f rigs. But  I could n’t ve rif y the figures you have read .

Mr. Yates. D on’t  you th ink you ought to look int o th at  before  you 
st ar t eng ag ing  in a p rogram  o f l eas ing  ?

Mr. H astey . One  th in g th at  will  level th is  off is the  wil ling ness 
of  th e companies to bid  on these tra cts . I f  they are  wi llin g to bid  and  
pay the  bonus moneys, I  th in k we can have some assu rance the y will 
be able to  have rig s ou t the re and be able to deve lop th at  at  least 
wi th in  the ir  ini tia l 5 -yea r lease pe riod .

Mrs.  H ansen. D id you watch the  t elev isio n prog ram  the othe r day  
where hundred s of  tra ct s were up  fo r bid  and only a po rtion  were 
bid  on?  As I unde rst and, th at  was because of some of the  new tec h­
niques, which the  com panies are  using, where they  are  able to tell 
exa ctly  where  the oil is loca ted. Is n ’t th at  cor rec t?

Mr. H astey . A t ou r las t sale, we offered som eth ing  like 245 tra ct s 
and w’e sold ap prox im ate ly ha lf.  Out of 1.3 mill ion  acres offered, t here 
were aro und 565,000 acres th at  were ac tua lly  sold. Bids  on 115,000 
acre s were  conside red to  be too low and were rejected .

STATUS OF ACREAGE LEASED PREV IOUSLY

Mr.  Yates. H ow ma ny acres did  you lease du ring  1972?
Mr. H astey . I  could n’t tel l you. But  in fiscal year  1973 we leased  

a lit tle  over  2 mi llio n acres.
Mr. Yates. H ow many of  those  are  in dr ill ing?
Mr. H astey . Fo r fiscal 1973 ?
Mr.  Yates. Of the ones th at  you leased?
Mr. H astey . I  don ’t have those  figures wi th me.
Mr.  E dwards. GS might have  t he  figures on dr ill ing,  but  of course  

the y have 5 yea rs on w hich to dri ll.
Mr . Yates. Let ’s go  ba ck to  1971. How many acres did  you lease in 

1971. I t  seems to  me th at  we ou gh t not to lie tu rn in g ove r Govern­
ment resou rces to  the com panies throug h thes e leases when  the com­
panie s won’t be able  to develop them . I  do not  th in k we ough t to do 
in  the Continenta l Sh elf leasing prog ram wh at we did  to the  coal
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fields, where we turned over so many thousands of acres to companies 
tha t are not mining thei r leases.

Mr. H astey. They do have a 5-year initial term where they have to 
move into dr illing and development. You do not have a similar so rt of 
stipulat ion in our coal leasing.

Mr. Yates. You  can extend the term.
Mr. H astey. They have to have a rig  out there within the 5-year 

period.
Mr. Yates. You can extend it if they don’t ?
Mr. H astey. I f they don't have a rig  physically on the tr act  in tha t 

5-year period, the lease can be terminated .
Mr. Yates. Under  what statute ?
Mr. H astey. The  Outer Continental Shelf Lands Act of 1954.
Mr. Yates. H ow  many extensions have you had of the original 

leases?
Mr. H astey. The Geological Survey is working up the data now.
Mr. Yates. As to the number of extensions ?
Mr. Mc K elvey. Yes; we don’t have the data yet, Mr. Congressman, 

to answer your question today. We didn’t get the question until F riday. 
But we will have it shortly.

[The information follows:]
In the past 10 years, 356 OCS leases have  been extended past the  f irst  5 years 

for reasons oth er than  produc tion. Of these  leases, 135 are producing and are  
extended as long as production is obtained in paying qu an tit ies; 157 are  cur­
rent ly extended for  oth er reason s; and the  remainin g 64 have term inated  at  
differen t times as shown under question No. 3. Also, in the  pa st 10 years. 127 
OCS leases obtained production during the firs t 5 year s and  continued pro­
ducing past  the 5-year period.

Of the  356 leases extended, none actu ally  produced in the first  5 year s, but  
all leases  contained a shut-in wrell capable  of produc ing in payable quantities, 
except some leases  in unitized areas and  those included in the previously 
proposed nat ional energy  reserve in the San ta Ba rbara  Channel.

LIST BY OWNER OF LEASES THAT HAVE BEEN EXTENDED BEYOND THE 5 YEARS

GULF OF MEXICO

686 . .  Te nn ec o.............. . .................. T-7-68 . 789 . .  Shell________ _____ ________ P-4-69.
6 8 8 .. . . .  M o b il .. .................. ....... ____ ____ T-9 -71 . 7 9 0 .. . . .  Con tinental____ ____ _________ P-11-68.
6S 9.. . . .  Tenneco.___________ .................. T-3-73 . 7 9 1 .. . ______ do_____________ ____ ____ P-11-68.
709 . .  She ll............................... . . . . . . . . . .  P-1-67. 7 9 2 .. . ______ do_____________ _________ P-11-68 .
713 ............ do_____ ________ _________  P-1-67. 7 9 3 .. . ______ do_____________ ________ P-11-68 .
714 ______do............................ ________ P-1-67. 7 9 4 .. . ._ She ll______________ _________  P-11-71.
740 . .  Chevron_______ _____ _________ P -1-61. 7 9 5 .. . . .  For es t.. ........... ........... _________ P-4-73.
741 . .  She ll_______________ _________ P-1-67. 8 0 2 .. . . .  Texaco............ ............. _________ P-8-72.
74? ............ do______________ _________ P-1-67. 8 0 4 .. . ______do_____________ _________ P-10-70.
743 ............ do______________ _________ P-1-67. 8 0 5 .. . ______do .............. ........... _________ P-3-71.
7 4 4 .. . ............ d o .. _____ ______ P-1-67. 8 0 6 .. . ______do.......... ................ ................ .  P-2 -71 .
750 . .  Mob il______________ _________ T-8 -70 . 8 0 7 .. . ______ do .......................... ............ .. P-1 -65 .
75? ______ do______________ . . . . . . . . . .  P-4-69. 8 0 8 .. . ______do............ .............. ________ P-1 -65.
757 . .  Ph ill ip s. ........................ _________ P-6-69. 8 0 9 .. . ........ .. d o .......... ............... ____ ____ P-1 -65 .
758 . Ten neco.. . . _____ _________ P-4-69. 8 1 0 .. . . .  Con tin en ta l.. ............ . P-11-64.
759 ____ do_________ ____ _ _________ P-4-70. 8 1 1 .. . ______ do ...................... _________ P-6-7 0.
761 _. For es t. .. .......... . ........... _________ P-12-69. 8 1 2 .. . ______ do....... ......... ......... __________  P-11-64.
76? . .  Mob il______________ ____ ____ P-2-69. 8 1 3 .. . ______ d o ......................... _____ ____ P-11-64.
763 _. Tenneco____________ ..................P-2-66. 8 1 5 .. . ______d o . . ..................... _________ P-7-69.
764 . .  Con tinental__________ _________ P-1-68. 8 1 6 .. . ______ do_____________ ____ _____ P-7-69.
770 . .  Tenneco ___________ _________T-3 -67. 8 1 7 .. . .. .U n io n . _____ _____ ................ ..  P-5-69.
766 . .  Con tinental__________ _________P-8-69 . 8 1 8 .. . ... Ten ne co ___________ ............ .. Extended.
779 . .  Amoco........ ............... . ________ P-10-63. 8 1 9 .. . ______ do......... ............... . .................... P-5-70 .
780 ______ do______________ _________ P-10-69. 8 2 1 .. . . .  Texaco.......... . ......... . . ____ _____ Extended.
781 . .  Union____ __________ . ____ . . . .  P-10-69. 8 2 3 .. . . .  Pennzoil___________ ........ .........  P-4-68.
784 . .  Amoco_______ ______ _________  P-10-69. 8 2 8 .. . ...Ker r-M cG ee ________ _________ P-4-67.
7 8 5 .. . ______ do_________ ____ _________ P-10-69. 8 2 9 .. . . .  A m oco .. ................... . ..................  P-4 -72.
786 . .  Gu lf________________ _________ P-4-67. 8 3 0 .. . . .  Kerr-McGee________ _________ P-4-70.
787 . .  Union........ ........... ......... _________ P-3-66. 8 3 1 .. . ............ d o . . ....................... _________ P-4-73.
7 8 8 .. . . .  Amoco_____________ ............ .  P-4-72. 8 3 2 .. . ______ do______ ______ _________ P-4-73.
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840____ Amoco_____________ _ ______  P-4-66.
841____ Sh ell__________________ ______  P-4-66.
842____ ____ do_________ ____ _ ______ P-4-68.
845____ Ph illips_____________  . . ______T-9 -65 .
898____ Tenneco_______________ ______ P-5-70.
909......... Texaco________________ .......... .. Extended.
911____ Union....................... ........... ______  P-5-72.
928____ .........do................ ............. . ______T-5 -69.
932......... Continental___________ . P-4-68.
933____ Mob il_______ ______  P-4-68.
935......... Forest_________________ ______  P-5-70.
938____ Con so lidated ........... ......... ............ Extended.
950____ Sh ell__________ ______  T-5-70 .
952____ ........ do_________________ ______ T-5 -70.
957____ Signal....... ........................... ______  P-5-70.
958____ ........ do_______ _________ ______ P-5-67.
959____ .........do.................................. ______  P-5-67.
960____ ........ do___________ ____ _ ______ T-5-72 .
963____ Tenneco______ ____ ___ ............  Extended.
965......... Te xa co .. ............... ............. ______  Do.
966 . . ____ do_________________ ______  P-5-73.
970____ Chevron ____________ ______  P-5-74.
971......... Amoco____ ____ _ . . . ______  P-5-72.
972____ Texaco________ ______ ______  P-5-71.
973____ Shell_____________ ______T-5-7 3.
974......... Texaco_____________  .. ______  P-5-71.
976____ Signal_________________ ______ P-5-69.
978____ Contin ental____________ ______  P-4-71.
981____ G u lf ............................... ______  P-5-72.
982____ ........ do______ ____ _____ ______ P-6-72.
986____ Forest_________  . . .  . . . ______  P-5-71.
987____ ........ d o .. ______ ________ ______  P-5-71.
991____ ........do_____ _____ _____ ______  P-5-71.
992 . . ____do........................ ......... ______  P-4-71.
999____ SONAT________________ ............ T-5-7 3.
1 0 1 4 .. .. Continental_____________ ______  P-4-69.
1 0 1 9 .. .. Tenneco........ ............. .  _______  Extended.
1 0 2 1 .. .. Kerr-McGee___________________ P-1-71.
1022 ____do_________________ ______  P-1-71.
1 0 2 3 .. .. O D E C O ........................... ______  P-6-71.
1 0 2 6 .. .. She ll__________________ ______  P-11-68.
1 0 2 7 .. .. American Petrofina______ ______ Extended.
1 0 3 1 .. .. Union_________________ ______ P-12-67.
1034. . . Chevron______________________P-7-69.
103 5 .. .. ____do_________________ ______Extended.
1 0 3 6 .. .. Union______________  __ ______ P-10-66.
1039. . Shell_________________ P-3-66.
1 0 4 0 .. .. ODECO____ ___________ ______  Extended.
1042 . Amoco____  ___________ ______ Do.
1043..__ She ll................................... . . .  . .  P-8-71.
1044 . . Union_________________ ______ P-10-66.
1045________do_________________ ______  P-11-66.
1047 .. Texaco________________ ______  T-5 -72.
1 0 5 2 .. .. Continental____________ ______T-4 -71.
10 53 .. . ____do________________ ............ T-5-7 0.
1 0 5 4 .. .. ........ do____ ____________ ______Extended.
1057________do________________ ______  Do.
1058____........ do. . . . . . . . . . . . . . . . . . ______  Do.
1 0 6 9 .. .. Amoco___ ______ ____ ____ P-9-70.
1 0 7 7 .. .. Chevron____________  . . ______ Extended.
1 0 8 6 .. .. Amoco_____  __________ ______  P-5-70.
1088 ____do____ ____________ ______  P-10-69.
1 0 9 6 .. .. Exxon_________________ ______P-6-68.
1099 . Amoco________________ ______T-6 -74.
1 1 0 0 .. .. Gu lf___________________ ______  Extended.
11 02 .. . Union_________________ ______T-5-6 9.
1104.. . Shell. . . . . . . . . . . . . . . . . . . . ______  T-5-7 0.
1 1 0 5 .. .. ........ do_____ ____ _______ ______T-5-7 4.
1 1 0 7 .. .. ____do______ ________________ P-7-68.
1 1 0 8 . . . ODECO________________ ______  Extended.
1120. . . Mobil _____________  _ ______  P-1-71.
112 7 .. .. Forest______  . . .  . . . . . . .  . .  P-5-71.
1 1 2 8 .. .. ____do............... .................. ............  P-5-71.
1130.. . C. & K________________ ______  Extended.
1 1 3 1 .. .. ____do............. .................... _____  Do.
1 1 3 2 .. .. Co ntinenta l......................... ______  Do.
1 1 3 3 .. .. Shel l._________________ ______  P-10-70.
113 4 .. .. Tenneco........ ...................... ____  P-5-70.
1 1 3 5 .. .. Shell__________________ ............ T-5 -68.
1147.. . ____ do.................................. ______ Extended.
1 1 5 1 .. .. Kerr-McGee._............ ......... .......... .  T-4 -73.
115 5 .. .. Shell__________________ ............ T-4-7 4.
1 1 5 7 .. .. Texaco____________ ___ ............ Extended.

1159 .. Shell__________________ ______  T-5-72 .
1160 .. Texaco________________ ______  Extended.
1161.. .........do............ ......... ........... ______  Do.
1162 .. ____ do____________ ____ ______  T-5-71 .
1163 .. ____ do________ ____ ___ ............ T-5-71 .
1164 .. ____ do_________________ ______ T-5-71 .
1165 .. ____ do_________________ ______ T-5-71 .
1172 .. Fores t ________________ ______ Extended.
1178.. Shell_________________ ______  P-3 -69 .
1179.. G u lf .. ____ ____________ ............  T-2-73 .
1180 .. Chevron_______________ ............  T-5-74 .
1181 .. Sh ell ........... ............... ......... ______  P-3-69.
1183 .. D ix ily n .____ ______ ____ ______  P-10-70.
1184 .. ____ do________ ________ ______  P-4-71.
118 7.. Sh ell__________________ ______  P-10-70.
1189 .. Tenneco_________  ____ ______  P-2 -72 .
1190 .. S h e ll .. .......... ............... . ______  P-10-66 .
1192 .. Chevron___________ ___ ______  P-2-68.
1196.. Tenneco_______________ ............  P-9-70.
1198 .. Signal_________________ ______  P-5 -70 .
12 00 .. Shell ______ T-4-72 .
1202. _ Texaco.................. ............... ______ Extended.
1203 .. Sh ell__________________ ______T-4-73 .
1204 .. Exxon_________________ ______  P-6-73.
12 06 .. ____ do_____ ____ ______ ______  T-5-71 .
1207 Union____ ____ ________ ______  T-5-73 .
12 08 .. Signal_________________ ______ P-1 -69.
1209 .. C & K ______T-8-72 .
1210 .. Ten neco.____ __________ ______P-7 -70 .
1211._ ____ do_________________ ______  P-7-70 .
1212 .. Ph illips ________________ ______  Extended.
1216 .. Forest_________________ ______  Do.
1217 .. ____ do___________ ____ _ ...........  Do.
1220 .. Shell_________________ ______  P-9-69.
1221 .. Union........ ........................... ______ Extended.
1234 .. Chevron............................ . . ........  Do.
1240 .. ____ do--------- ------------------- ______  Do.
1241.. ____ do....... ................. ......... ______  Do.
1244.. ____ do ._ .............. ......... . ______  Do.
1247 .. Shell. . . . . . . . . . . . . . . . . . . ______  Do.
12 49 .. ........ do............................ . ______  P-4 -69.
12 50 .. Exxon______________ . . . ______  P-1-69.
1251 .. ____ do_________________ ______  P-1 -69.
12 52 .. ___ do_________________ ______  P-1-69.
1253 . P-9-71.
1255 .. Exxon_________________ ______  P-1-69.
1256 .. Gu lf......... . ................. ......... ______  Extended.
1257.. Exxon------------------------------ .......... .. T - ll -7 2 .
1258.. S h e ll .. ._______________ ______P-4-69.
1261.. Chevron_______________ ______ Extended.
1265 .. Tenneco_______________ ______  P-9 -71 .
1269 .. Chevron_______________ ______  Extended.
1272. Ph ill ips________________ ______  T-5- 67 .
1282.. ODECO________________ ______  T- 5-73 .
1294.. Shell__________________ ______  P-1 -68 .
1312.. Chevron______ ______ _ ______ P-5-67 .
1329.. Amoco_________________ ______  P-7-68 .
1330 .. Shell___________  ____ . . ........ P-7-64 .
1437.. Chevron_______________ ______  T-4-73 .
1470.. Continental____________ ______  P-8 -72.
1471.. ____ do_________________ ______  Extended.
1473.. ........ do_________________ ______  Do.
1476.. ____do_________________ ............  P-1 -73 .
1477 .. Mob il. . . . . . . . . . . . . . . . . . . ______ Extended.
1493.. Exxon_________________ ............  T - ll -7 3 .
1512.. ____do_________________ ______  Extended.
1526.. ODECO._______________ ______  P-6 -73.
1534.. Signal_________________ ______  Extended.
1535 .. Chevron_______________ ............  Do.
1541.. ____ do_________________ ______  Do.
1542 .. ........ d o .. _____ _________ ______  Do.
154 8.. ____ do_________________ ______  Do.
1555.. Co ntinenta l____________ ______  Do.
1560 .. Gul f___________________ ______ T-6-73 .
1562.. Oil & Gas Futures_______ ............ Extended.
1564 .. SONAT_____ _____ ____ ______  Do.
1582 .. Cities Service______  . . Extended.
1583.. Oil & Gas Futures. .........  . ______  Do.
1585 .. Chevron........ ............. .  . ______  Do.
1586.. ____ do_________________ ______  Do.
159 3.. Hamilton Brothers_______ ............  T-6- 72 .
159 4.. Chevron________ ______ ______  Extended.
159 7.. ........d o .. .............................. ______  Do.
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GULF OF MEXICO—Continued

1 5 9 8 .. .. Tenneco_______ _______ .............. Do.
1 6 0 9 .. .. G u lf . . . ............ ........... . Do.
161 1 .. .. At lan tic Richf ield_______ _______ Do.
161 2 .. .. ........ do____ ____________..............  Do.
161 4 .. .. Shell_______ ______ _ ............  Do.
1 6 1 8 .. .. Signal_________________ ............  Do.
161 9 .. .. Exxon..................... . ........... ______ Do.
1 6 2 0 .. .. Gul f__________________ ______  Do.
1 6 2 9 .. .. Mo bil______ ___________ ______  P-6-73.
1 6 3 3 .. .. Chevron__________ ____ ______  P-6-73.
1 6 3 5 .. .. Con tin en ta l.. ____ ______ . _____ Extended.
1 6 4 9 .. . Chevron............................................. Do.
165 8 .. .. At lan tic Richfield_______ ..............  Do.
166 2 .. .. Signal________________________ Do.
1665 Continenta l. . ................. Do.
1 7 1 2 .. .. Sun...................................... ............ .. T-5-73 .
1 7 1 7 .. .. ........ do___________ ____ .............. T-5 -73.
1 7 2 3 .. .. Super ior........ ..................... _______ P-8-73.
172 4 .. .. Ph illips ............................... ..............Extended.
1 7 2 5 .. .. Texaco ._______________ .............. T-12-73.
1 7 2 6 .. .. Sun_________ ________ ________T-5-7 3.
1 7 2 8 .. .. Ada......................................_______ Extended.
1 7 3 0 .. .. Texaco____________ — _______ P-12-71.
1731 Forest . .  . ____ .......... ........... Extended.
1 7 3 3 .. .. Texaco...... .............. ........ ........... .. P-5-72.
173 4 .. .. Union______ ____ _ ...................... T-12-72.
1 7 3 5 .. .. ........do____________ __________  T-12-72.
173 6 .. .. ____do____________ ___________Extended.
1 7 4 0 .. .. Texaco___________ ......................T-12-72.
1741____........do____________ _____ ____ _ T-12-72.
1 7 4 4 .. .. Mo bil_____________ ...............  T-12-72 .
1 7 4 5 .. .. Union____________ ____ ______ Extended.

1747 .. . .  Chevron..............................................T-6-73.
1748 .. . .  Union.................................................. Extended.
1749 .. . .  Sun....................................... ............. T-5-73 .
17 50 .. . .  Texaco ............................................... T-1 2-7 2.
1751 ............ .. d o ........................................ ...  T-12-72.
1752 ___ Cities  Service......................................P-6-72 .
1753 .. . .  Sun........ .............................................T-5-73 .
1754 ___ Union.....................................................Extended.
1755 .............. .d o ............. ................ ................. T-6-73 .
1756 .. . .  Exxon.................................................. Extended.
1757 ......... . . .d o .................................................  Do.
1758 ___ Mitche ll Energy...................................  Do.
1759 ___ Texaco ................................................. T-6-73 .
1767.................d o . . . . ........................................ T-6-73 .
1768 .. . .  Sun.............................................— - T-9-73 .
1771 ___ Super ior............................................... T-6 -7 3.
1772 ___ Coastal S tates. ....................................  Extended.
1773 ................do.................................................  Do.
1777................do..................... ........... ...............  Do.
1783 .. . .  Shell........ ......... ................................. Do.
17 97 .. . .  Fo rest ................................................ T-6-73 .
18 03 .. . .  A d a .. ...................... - ........................T-6 -73.
18 07 .. . .  Un io n.. ..............................................T-12-73 .
1812___ Texaco.................................................. Extended.
1815.................do__________ _______ _____  Do.
1817..................do_____ __________________ T- 5-74 .
1818 .................do................................................Extended.
1831.. . .  Exxon.................................................  Do.
1846___ Texaco..................................................  Do.
1851...................do............................................... Do.
1865 .. . .  Ch evron.. .......................................... Do.
1900.................. do.....................................   Do.

PACIFIC

167 .. . _ _ At lan tic Richfield & Standard_____ Extended. 201 ________d o .. ............................................ Do.
168 Do. 202 Union S Mobil  ________________ Do.
169 .. . . .  Humble-A tlan tic Richfield-Stand- Do. 203 ................ do....... ............. ......... ........... .. Do.

ard. 204 . ___ Humble S Standard______________ Do.
1 7 0 .. . . .  Union & Mob il________________ Do. 205 _______ do................................................ Do.
171 .. . . .  Humble-A tlan tic Richfie ld-Stand- Do. 206. ___ Humb le-Atlantic Richf ield-S tand- Do.

ard. ard.
1 7 2 .. . . .  Union & Mob il_________________ Do. ?07 ___ Humble S Standard______________ Do.'
173 .. . . .  At lan tic Richfield & Standard____ Do. 208 ________d o ._____ _________________ Do.
174 . .  Humble & Standard........ . ........... .. Do. 209 ________do________________________ Do.
175 .. . . .  Humble-A tlan tic Richfie ld-Stand- Do. 210 . ____  . . .d o __________________ ___ Do.

ard. 211 . ___ Humb le-Atlantic Richfie ld-S tand- Do.
176 ______do..............................................- Do. ard.
177 .. . . Humble O. & R. Co ............... ........... Do. 212 . ...... ......... do____ ______________ ____ Do.
178 .. . .......... .d o .......... ....... ...........................- Do. 2,3 ___ ____ do________________________ Do.
17 9. . . .  Humble & Standard___________ Do. 215 ___ At lan tic  Richfield S Standard_____ Do.
1 8 0 .. . . .  Humble 0.  & R. Co ............. ........... .. Do. 216 ___ Union Oil Co______________ ____ - Do.
181 .. . ______ do______________ _________ Do. 217 ___ Standard_______________________ Do.
1 8 2 .. . _. Humble & Stan da rd.____ _______ Do. 218 ___ Pauley Petro leum,  et a l__________ Do.
1 8 3 .. . . .  Humble 0. & R. C o .. ____ _______ Do. 219 . ___ Union S Gu lf___________________ Do.
184 .. . ........ .. d o ----------- --------------------------- Do. 220 ___ Union-Gulf-Texas-M obi l__________ Do.
185 . .  Shell Oil Co__________________ Do. 221 ___ Humble S Standard.......... .............. Do.
187 .. . _. Hu mb leO .S R.Co............ ........... .. Do. 22? ___ Humble 0. S R. C o .. ............. ............ Do.
188 .. . ______ do............................................... Do. 223 ........ ........do________ ____ - ................ Do.
189. . .  Humble & Standard______ ______ Do. 226 ___ Pauley Petro leum, et a l... .................. Do.1 2
19 0. . ._ Humble 0. & R. Co----------------------- Do. 227 ___ Mobil et a l____________________ - Do.
191 . .  Hu mb le& Standard........ ................. Do. 228 . . .  Union-Gulf-Texas-M obi l----- ---------- Do.
19? _. HumbleO. & R.Co........ ........... ....... Do. 229 . ________do.................................... ............ Do.
19 3.. _. Hum bleS Sta nd ar d. ........... ........... Do. 230 ________ do________________________ Do.
194 .. . ______ do.................................. ............. Do. 231 . ___ Humble 0. S R. Co----------- ------------- Do.
195 .. . ______ do_____ ______ ___________ Do. 23? ________do.................................... - ......... Do.
196 .. . ______do_______________________ Do. 233 ___ Union -G ulf -Tex as -M ob il.. ............ . Do.
197 .. . ______do___________ ____ ______ Do. 234 . ___ Texas, Union, Gul f S Mob il_______ Do.
198 .. . ._ Humble 0. S R. Co...... ................. Do. 237 ___Union -Gu lf-Texas-Mobi l__________ Do.
199 .. . ______d o .. ................ .......................... Do. 238 . ___Humble 0.  S R. Co............................. Do.
2 00 .. . .  Humble-A tlan tic Richfield-Stand- Do.

ard.

1 Being te rminated.
2 In litigation.

Note:  P=Extended, producing. T=Extended, terminated.
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K ey  to le ng th  o f ex te ns io n
D at e o f le as e s a le : Le as e nu mbe rs

Lou is iana , Aug. 11, 1959______________________________________  686 t o  689
Te xa s, Feb. 24, 1960____________________________________________  700 to 744
Lou is iana , Feb. 24, 1960______________________________________  750 to 845
Lou is iana , Mar . 13, 1962_______________________________________  898 to 1108
Lou is iana , Mar . 16, 1962______________________________________1120 to 1312
Lo ui sian a,  Oct . 9, 1962______________________________________  1329 an d 1330
Lou is iana , Mar . 20, 1966____________________________________________ 1437
Lou is iana , Oct . 18, 1966______________________________________  1470 to  1493
Lou is iana , Ju ne  13, 1967_____________________________________ 1512 t o  1665
Te xa s, Ma y 21, 1968_________________________________________ 1712 to  1851
Lo ui sian a,  Nov. 19, 1968____________________________________________ 1865
Lo ui sian a,  Ja n . 14, 1969____________________________________________ 1900
Cal ifo rn ia , Feb. 6, 1968________________________________________ 168 to  238

Mr. Yates. But  there  have  been ma ny extens ions, haven’t the re?
Mr.  McK elvey . Yes ; most ly because o f discoveries.
Mr. Yates. You mean of  actu al d ril lin g?
Mr. McK elvey . Yes ; I  can give  you ce rta in  min imu m figu res  on 

th at  f or,  I  th in k,  th e last  10 years . Dur in g th e las t 10 yea rs t he re  were 
782 leases issued . I  say the  l ast  10 years , up un til  the end o f 1972, 420 
of  those were issued in the firs t 5 yea rs, and if  they  did  no t have  a 
discovery they  wou ld have been ter minated  unless the y were  dr ill in g 
at the end of the in itial 5-year term.  Eighty- sev en of  those are  stil l 
producing. So th ei r ter m w ould  have been extend ed because  o f a com­
mercial  discovery .

SALE AND OPERATIONS OF IND IVIDU AL  OCS TRACTS

Mr. Yates. W hen  you make a sale  o r a lease sale  of a ce rta in  num­
ber  of acres, you sell those acres  as a group, don’t you?

Mr. Hastey . T here are  5,000 acre s in a tra ct .
Mr. Yates. Sup pose the y dr ill  one of  tho se 5,000 acres. Do they 

qu ali fy  then  for  an  extensio n.
Mr. Hastey . Yes, sir , bu t only  fo r th at  5,000-acre  tr ac t on which 

dr ill in g took place.
Mr. Yates. So the n the oth er hu nd red s or  t housands  of  t ra ct s can 

go undrille d an d the y could  qu ali fy  fo r an extension, could n’t the y?
Mr. H astey . No ; if  they  dr illed  one hole on th is  5,000 acre tra ct , 

only the acres in  the tr ac t would q ua lif y f or  an extension.
Mr. Yates. The res t of  it doesn’t have to  be deve loped the n?
Mr. Hastey . With in  the 5,000 acre s ?
Mr. E dwards. Wi th in  the sam e tra ct  o r other s ?
Mr. Yates. Wi th in  the same tra ct.
Mr. E dwards. N o: bu t it  doesn’t make much sense fo r t hem to  o nly 

dr ill  one hole;  I f  they  make  a discovery, they  obviously  wa nt  to  go 
into pro duction on the res t o f it. I f  th ey  d on’t  make a discovery, t he ir  
lease term ina tes  a t th e en d o f 5 years.

Mr. Yates. Why does  it t erm ina te i f, in fac t, th ey  have dr illed  ? I  was 
under the imp ress ion  you  sa id they could g et an extension if  the y dr ill .

Mr. E dwards. I f  the y haven’t m ade a  disc overy up to  the  an niv ers ary  
tim e of the  lease bu t the y are  a ctu ally dr ill ing,  th ey  can ge t a n exten ­
sion. I f  the y dr ill  an d make a discovery and are  pro ducing, the n the  
pr im ary ter m of  the lease is extende d to  t he per iod  of  t ime  th at  they 
are  produc ing .
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Mr. Evans. I f they have drilled a d ry hole and they don’t want to 
dril l anymore a t the end of 5 years, the lease lapses?

Mr. Edwards. That is right.
Mr. H astey . There are only 5.6 million acres currently  under lease, 

so we have almost 4 million acres tha t have been leased and have since 
expired either through dry holes or nondrilling.

IMPACT OF IO -M IL LI ON  ACRE OBJECT IVE  ON REV ENU ES

Mr. E vans. I would think you want to  be concerned about the effect 
on the bids. I f you put up 10 million acres for lease under 1 year, what 
effect will tha t have on the ability of companies to bid and on to tal 
revenues returned to the Federa l Government? Obviously if  they have 
to spread themselves thin, it’s going to reduce the bids. So your bids 
are going to be just  minimal. If  this was your land, wouldn’t you be 
a little  more careful about how fast you offered lands for lease in 
relation to the capi tal the companies have ?

Mr. Hastey . At the  same time we go through an intensive evaluation 
of the tracts  to evaluate what we feel is a minimum value or a fair  
market value of that  trac t. I f a company bids less than tha t, then these 
bids are subject to rejection.

Mr. E vans. How much confidence do you have in your evaluation ? 
I am not trying to embarrass anybody. How much confidence do you 
have in the evaluation of these tracts th at have never been drilled?

Mr. Hastey . It  varies considerably, depending on the amount of 
control and data  the Geological Survey has in terms of well location 
and whether we are moving into a fron tier wildcat area.

Mr. E vans. But these fellows in G.S. have never been given enough 
resources to find out what’s there, have they ?

Mr. H astey . Tha t is right. The private companies will invest their 
funds in order to explore some of these wildcat areas fo r the develop­
ment. of oil and gas. But they are taking a risk  too. Much of the data 
thev have is not all tha t good.

Mr. Evans. Wha t can you tell this committee to give us assurance 
that,  if you can prepare and offer enough acreage to lease 10 million 
acres in the next calendar year, you can protect the American interests 
in this property? There is a shortage of drill ing rigs. There is a 
shortage of capital. We don’t know much about what is under the 
Outer Continental Shelf and what the resources really are. I t’s wild- 
catting. What in the leasing system do we have tha t says to you that  
we will protect the American public’s interest in those lands?

Mr. Hastley . I can assure you we will take all the necessary steps to 
protect the environment and receive fair market value for  the resource. 
If  we find th at the bids are falling off, that  the rigs are not available 
and tha t the companies tha t are in the business cannot handle the sales, 
we will have to readjust.

Mrs. Hansen. You don’t have to offer bids.
Mr. H astey . If  the  companies’ ability to develop these tra cts is not 

there, then we will have to cancel some of our sale plans.
Mr. E vans. That is what I am ge tting  at , th£ policy question. Are 

you under orders to lease? Or is th is a t arget that you are supposed 
to shoot for within bounds of good management practices and good 
judgment? If  the bid prices go down and you feel th at they are too 
low, do you have the  capacity to say, “We are just not going to lease 
10 million acre§”?
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Mr. H astey . I think  we have the obligation to recommend to the Sec­
retary  o f Inter ior, tha t we don’t feel we should move any more sales. 
We are not under direct orders. An objective has been set to lease 10 
million acres. I think if we find through analysis and fur ther sale 
offerings tha t this is not a realistic objective, then it ’s our responsibility 
to recommend to the Secretary of Inte rior or  to go back to the Pres­
ident and say this goal is too high. We might  also find it’s too low’ but
1 don’t th ink so. I think it would be our responsibility to keep them 
apprised of the facts.

Mrs. H ansen. W hat is the total number of acres of offshore land 
available fo r leasing?

Mr. H astey . There are about 1.4 billion acres total on the Outer 
Continental Shelf. This is the entire  shelf. As to what is its potential, 
tha t is a  big unknown in terms of where the oil and gas reserves are 
located.

OIL DEMAND AND SUPPLY

Mrs. H ansen. When will the Trans-Alaska pipeline begin to de­
liver oil?

Mr. H astey . In mid- to late 1977.
Mrs. H ansen. What percentage of the daily use or the yearly use 

will Trans-Alaska pipeline fulfill of the total oil needs of the United 
States ?

Mr. H astey . I think  our  present consumption is roughly 17 million 
barrels a day. The Alaska pipeline a t full production would be about
2 million barrels a day but this is not expected to occur until the 
1980’s at which time our consumption will have increased.

Mrs. H ansen. H ow t much oil are we producing currently onshore 
tha t will be in production in 1977 ?

Mr. H astey . In onshore production, are you talking about just 
Federal lands or all lands.

Mrs. H ansen. I am talking about total production in the United 
States.

Mr. H astey . On just the Federal lands?
Mrs. H ansen. H ow  much oil are we importing from Canada ?
Mr. V etterick. We estimate we will be im porting about 2.3 billion 

barrels  of oil by 1975 with a domestic production of about 4 billion 
barrels of oil per year.

Mrs. H ansen. From what  countries are we importing  the remainder 
of our oil needs?

Mr. V etterick. The difference, or the supplemental import sup­
plies to meet the total supply would be' about 2.3 billion barrels. 
These are annual figures.

Mrs. H ansen. What is the annual amount that  we have to import  
from other nations?

Mr. V etterick. By 1975, about 2.3 billion barrels per year. I  th ink 
our current imports run pret ty close to that , about one and a h alf  to 
two billion barrels a year.

Mrs. H ansen. Are you considering what the escalation of use may 
be?

Mr. V etterick. That is figured in the 1975 projection.
Mrs. H ansen. So that you have to obtain the oil tha t the Trans- 

Alaska Pipeline will be producing in the future from some other 
nation ?
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Mr. Vetterick. That is correct. The North Slope will be producing 
about one and a half billion barrels, by 1980.

Mrs. H ansen. We will still be short of our annual oil needs.
Mi*. Vetterick. That is right.
Mrs. H ansen. Much of our oil imports come from Venezuela, and 

the Arab countries. So the fulfillment of our energy needs are con­
tingent on peace in the Near East. I sn ’t tha t correct?

Mr. Vetterick . Tha t is correct.
Mrs. H ansen. I t’s kind of a fragile survival.
Mr. Vetterick . The largest impor t supplier is Canada.
Mre. H ansen. Wha t are we producing offshore per year ?
Mr. Vetterick. About 400 million barrels of oil a year.
Mi's. H ansen. Do you have any outlook that  with increased pro­

duction we could begin to fill our oil gap ?
Mr. H astey . This is what  we are attempting to do by offering the 

additional acreage on the  Outer Continental Shelf. But it ’s going to 
take some t ime because many of these trac ts are in deep water and 
there will have to be pipelines developed for transpor tation to the 
refineries.

Mrs. H ansen. Even with maximum leasing you have the problems 
of production and pipelines.

Mr. H astey . Yes, Ma’am.
Mrs. H ansen. I t could be 10 years before you reach any kind of a 

maximum on Outer Continental Shelf production.
Mr. H astey . Yes, Ma’am.
Mrs. H ansen. The reason I have asked these questions is because 

I see the average person has returned to drivin g 70 miles an hour. 
They seem to be paying no attention to any of the warnings about 
longterm energy shortfalls.

Mr. Evans. Madam Chairman, this  great  pressure to produce en­
ergy resources puts great pressure on the Department of Inte rior  to 
offer the land for bids and get it  leased. I  understand these pressures.

What I am also concerned about is the husbanding or the sensible 
management of this land as we go along.

Mrs. H ansen. I  am interested in the average American consumer 
saving energy.

rejections of ocs bids

Mr. E vans. They have to make some effective energy conservation 
efforts. T urin g back to  this  leasing, do you ever reject bids?

Mr. H astey . Yes, sir.
Mr. E vans. What percentage of the bids tha t you receive do you 

reject?
Mr. H astey . I n the last sale we had 245 tracts and 123 were bid on. 

We rejected 21 of them. We rejected about 20 percent of the bids 
received.

Mr. Evans. What happened to those rejected bids?
Mr. H astey . They were just rejected. We are planning to reoffer 

these in July .
Mr. Evans. They can’t appeal your rejections, can they ?
Mr. H astey . Yes thev can. We understand there are two tract re­

jections of our March sale tha t are being appealed.
Mr. Evans. What is the history of those bids tha t you reject and 

are appealed ? To whom do they appeal ?
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Mr. E dw ards. In  the past up to  the last two sales the appeals have 
gone to the Inte rior  Board of Land Appeals. To my knowledge, we haven’t  been reversed on a rejection. On the last two sales, the  Secre­
tary made the rejections as the final order of the Department. So their 
only route of appeal now is through the courts. Although we have not seen the papers filed, we understand tha t there a re two companies 
which are planning to file litiga tion on two bids that we rejected.

Mr. E vans. I  know you don’t have the  figures here now, but could 
you supply for the record how many bids you have rejected over the 
last 10 years? How many of those rejected bids have been appealed? and what the fate has been of those appeals ?

Mr. Hastey . Yes, sir.
[The informat ion follows:]

OCS bids rejected, appealed,  and  rejec tion reversed for period beginning April 28, 1964, to date Jun e 12, 1974: Bids on 149 tra cts rejected ; 68 rejec tions  ap­pealed ; 1 43 rejec tions  upheld in co ur t; 3 rejec tions  were reversed in co ur t; 22 appea ls sti ll pending.
Mr. E vans. Thank you, Madam Chairman.
Mrs. Hansen. Mr. Yates?

CAP ABILITY OF IN DUSTRY TO DEVELOP OCS LEASES

Mr. Yates. I want to point out my interroga tion of Mr. Berklund at the  hearing last year. A t page 1020 of volume 4 ,1 asked Mr. B erk­lund about the availab ility of d rillin g equipment. I s aid :
At th at  time,  how many dril ling  rigs will be needed in o rder  to bring the leases in? How many leases are  pending and  sti ll waiting for  drill ing rigs?Mr. Berklund. I  don’t have  the figure wi th me.
Mrs. H ansen. In se rt the informa tion  in  the record.
Whereupon the BLM said this for the record;
I t’s difficult to get clea r indic ation s from indust ry as to the  number of OCS leases not being developed because dri lling rigs are  not available. To the  e xten t th at  such a problem exists , it ’s explora tory  dri lling that  is being delayed. We estimate that  exploratory drill ing on approximately  35 to 50 leases may be being held up because of a  lack of mobile drilli ng rigs out of a tota l of 277 unexplored leases.
Are there only 277 unexplored leases on the OCS ?
Mr. Vetterick. Tha t is probably correct. If  you look at our lease figures, as of the end of last calendar year, we had about 1,258 leases 

in force, in effect. O f those, about 716 were active leases. More than  hal f of those leases are active and into development and production. So there probably is somewhere in the neighborhood of 277 leases tha t tha t awaiting some form of exploration activity by industry.
Mr. Hastey . These were probably leases issued just in the last 1 or 2 years.
Mr. Yates. Turn to page 1028 where Mr. Evans asked Mr. Berk­lund the question;
Are you going to  be able on a reasonable basis to p ut together 10 million acres of leased lands for 1975?
Mr. Berklund. It  rela tes to calendar year 1975. Th at  is our goal, to lease 10 million acres  in calendar 1975. In order to lease  10 million acres, we thin k we will have to offer between 14 and 18 million acres.
1 Two addi tional rejection s from March 1974 sale  are  about to be appealed.



105

Mr.  V etter ick. T hat  is correct.
Mr.  Y ates. Mr. Be rk lun d co nt inue s:
The question has  been raised as to whe ther  the  goal can be achieved. We feel 

it ’s definitely our obligation, if we are  going to meet the  energy needs of the 
Nation, to make the  lands  availa ble for  exploration.  If  th e steel, the dril ling  r igs 
and  cap ital  are  not available, industry will not be able to acqu ire the  10 million 
acres.

Tha t is no t tru e?
Mr.  V etterick. T hey will  no t bid  on the m if  t hey do not have the  

capabil ity  t o deve lop them .
Mr.  Y ates. I f  the y do no t have the rig s, they  are  no t go ing  to 

bid.
Mr.  V etterick. T hen th e sales will  go no bid  and they  will no t be 

leased any way .
Mr. Y ates. W on ’t  they tak e a chance  on  b idding  a nd  t ry  to ge t the 

rig s over 5 years?
Mr. V etter ick. I am su re that ind us try  wi ll ta ke  some ri sk  and m ake 

some assum ptions th at they  will  be able  to ge t the rigs. I  th in k w ha t 
Mr. Be rk lun d was sayin g is th at we will  offer  it. I t ’s no t with in  our  
power t o lease it. Th e companies have  to  s ubmi t a  r eas ona ble  b id  a nd, 
in so doing , we ha ve  to  ta ke  th e assum ption  t ha t, whe n they  f loa t t hat  
kind  of ca pi ta l in a bonus bid , they  are  pr ep ared  to go ahead an d to 
develop  th at  lease  wi thin th e 5-y ear  pr im ar y term.

criticisms  of  coal leasing  program

Mr. Y ates. M ay I  tu rn  yo ur  a tte nt ion to  t he  coal lea sin g program . 
I  d on’t know  w hethe r you hav e r ead  the  re po rt  p ut  out by  th e Council  
on Eco nom ic Pr io ri tie s on the Stud y of th e Pu bl ic  and In di an  Coa l- 
Leasing Lands.

Mr.  H astey. I  have  not rea d it. I  h ave seen a copy.
Mr. Y ates. I r ead f rom  i t :
C&P found, because of weakness in the  original leasing and mismanagement 

on th e pa rt of Inte rior , the public coal leasing program for the las t 54 years has  
not opera ted in the public inte res t, it has  failed to encourage resou rce develop­
ment, failed  to provide fa ir market value  to the  public and  to the  Ind ian  tre as­
uries, and saddled the Nation  with a huge block of leased, but  unmined coal 
th at  may well frus tra te  energy resou rces planning for decades to some.

W ha t commen t wou ld you mak e on th at ?
Mr. H astey. That  is a tough one.
Mr.  Y ates. I  don’t know  th at  i t’s y ou r faul t. I  th in k it  may be the 

fau lt of some of your predeces sors , bu t th e po in t is cor rec t, isn ’t  it?
Mr.  Hastey. I t ’s corre ct. I can’t arg ue  t ha t it ’s not. Th is is why we 

have proposed ch anges in  the 1920 Mine ral  Le as ing  Act, to  br in g a bout 
more di lig en t development  of coal and also to  restr ic t offe rings to 
com pet itive leas ing.

As y ou know , th e act und er  which th ese  leases were issued w as w ri t­
ten  in 1920. Th e leases  we hav e are  ma ny yea rs old  an d th ey  do not 
hav e di lig en t clauses in  them .

Mrs.  Hans en. Do you  wa nt  di lig en t dev elopment  of  coal in  the 
West? I  am not so su re we wa nt to t ea r up o ur  western l and s.

Mr. Y ates. T ha t is rig ht . Then why lease  th em ? T hat  i s th e point . 
Do n’t pu t them  in the hand s of new owners who ju st  own them  and  
don’t opera te th em.
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REVISED COAL LEASING  PRACTIC ES

Mr. E dwards. Could I  p oint  ou t one th ing?  Since 1971 we hav e only 
issued five coal leases o f feder ally -ow ned  coal  th at  is u nd er  adm in ist ra­
tio n of  the Bu rea u of  Lan d Management . Those  five d id con tain some 
di lig en t dev elopment  requir ement s fo r those pa rt icul ar  leases.

How ever, most of those leases  were ad jac en t to or  involve d in an 
ongoing mini ng  operat ion  at  the  p res ent time. So the y wou ld be com­
ing into development  qui ckly any way. A t lea st fo r th e last  3 yea rs 
we hav e no t issued any more coal leases th an  that .

Mr. Y ates. That  is  because you  hav e a mo ratorium .
Mr. E dwards. Es senti all y it ’s a mo ratorium . I t ’s und eclared, bu t 

esse ntia lly it  is.
Mr. Y ates. I  am to ld  the  morato riu m is com ing to an end and the  

Secre tar y is conte mp lat ing  engagin g in new coal leases. Is  th at  co r­
rect?

Mr. E dwards. Th e Secre tary h as un de r considera tion policy changes  
th at wou ld be needed in coal leas ing.  W e are in th e process o f pr ep ar ­
ing an env ironm ent al impac t sta tem ent on th e coal leasing pro gra m 
whi ch will  be reviewed  pr io r to the tim e th at the Secre tar y is going  
to make any  decis ion on this. Too. we are tryi ng  to  develo p a pro gra m 
to  dete rmine  w hich  i s th e best place t o lease coal where the  land  can be 
reclaimed, th at  can do a min imum am ount of ha rm  or  im pact on the  
env ironment . We  are  tryin g to  det erm ine  a system of  time , size and  
loca tion  of where coal  should be l eased  to  meet the energy req uirements 
of  the  region a nd  of  the  Natio n as a  whole.

We are  looking towa rd  a de pa rtm en tal or  Gover nment  con trolled  
type  of  lea sing opera tion ra th er  t ha n leasing ove r the counter  a s t he  
public comes in  and r equests  it.

Th e decisions o n t hi s have  not  been made final  by th e Secre tary. We 
are  sim ply  explo rin g opt ions or  the  var iou s way s we ha ve in orde r to 
make reco mm end atio ns to  th e Secre tary fo r changes at  th is  time.

GAO REPORT ON COAL LEASES

Mr. Y ates. We ll, ra th er  than  read ing to  you fu rthe r fro m th is  
Council of  Econ omic Pr io ri tie s repo rt  I  wil l rea d to you fro m th e re ­
po rt  of  t he  Co mptrolle r General  of  M arc h 29, 1972, w ith  which I  am 
sure you are  famili ar , in which it is po inted  ou t th at there ha s been 
rel ative ly lit tle mini ng  o f Fe de ral coal dep osi ts and the y ap pa rent ly  
have no p lan s to begin coal minin g oper ations. Th at  is correct, i sn’t it  ?

Mr.  H astey. Th at  is c orrect.
Mr. Y ates. Th e conc lusion and recommenda tion  of  the GA O is 

th is : We  recommend th at  the Se cre tar y of  In te ri or con sider disc on­
tin ui ng  t he  practices  of  issuin g leases  fo r Fe de ral lan ds th at  perm it 
lessees to de fe r mini ng  opera tion on the lan ds  and pe rm it leases if  
there  is m ining  on th e lands  with in 1 y ea r un less  the lessees can ju st ify 
th at  the mini ng  be suspend ed. I  am concerned th at  the  Secre tar y 
won’t con tinu e to  engage  in the  same  kind  of  pra ctices th at  have re­
sul ted  i n w ha t I  th in k is a  scandalous  p rogram  over the  y ear s and the  
fact  t hat  leases  have been engaged in which are  tu rn in g ove r con trol 
the lan ds of the  West  into  th e con trol  of  companies  t hat  a re not g oin g 
to  develop the m,  bu t a re  me rely  enga ged  in spec ula tive pra cti ces; isn’t 
th at  corr ect  ?

Mr.  E dwards. I  th ink the Secre tar y mos t assure dly  is not  going  t o 
con tinu e a s was in the pas t. I  t hink  t hat  is born e ou t in the  sta tem ent
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he made in Fe br ua ry  of  1973 where he sa id,  we will  no t issue any  
new coal leases  exce pt those req uir ed to  mee t the need s of ex ist ing  
ongoing  mini ng  opera tions  or  where there was a rese rve  needed  in 
the  sh or t term.  That  is the  basis on which we hav e issued these five 
coal leases.

I  th in k the poli cy announced at th at  tim e was a cle ar ind ica tio n 
th at  the Se cre tar y had no int ention of  conti nu ing  pa st practices  in 
the fu tu re  and th at  he was consider ing  changes in ou r leasing policy 
ent ire ly.

LONGEVITY OF COAL LEASES

Mr.  Yates. One  othe r po int is mad e in th e stu dy  by the Council 
on Econ omic Pr iorit ies. I guess you can  tel l wh ethe r it  is tru e.  Th ey  
make th e conte ntion  t hat  coal leases are  foreve r, th at  the re is no way 
of  cancelin g coal leases; is th at  corr ect  ?

Mr.  E dwards. Ye s; th at  is essen tial ly corre ct.
Mr.  Z imm erm an. The  s ta tu te  p rov ide s th at  coal leases are  fo r ind e­

term inate periods bu t they  are  conti ngent upo n di lig en t dev elopment  
and con tinu ous  oper ations. Now the  issue is t hat  t he re  h as  never been 
a challe nge  as to  wh at c onsti tutes dil igen t dev elopment  an d con tinu ous  
opera tion. I t  is a th in g th at  the  Dep ar tm en t is prese ntly addre ssing  
its elf  to.

I  sugges t th at the ex ist ing  leases are  going  to ca rry  much more  
specific r equ ireme nts  as they  come up  fo r th ei r 20-yea r renewa l periods. 
When these leases  do come u p fo r t he  r enewal per iods, then  there  will  
be pro vis ion  pu t into  these leases  fo r the  pro duction  or  adv ance re nt ­
als whi ch is one thi ng  th a t we a re  now pu tt in g into leases , w hich says 
if  you don’t produc e, you hav e to pay royaltie s as tho ugh you  were  
in f ul l production.

Mr. E vans. W ould you  sub mit fo r the  record  the numb er of  acres  
pe r year  un de r the  coal leasing prog ram th at  are  com ing up  to the 
end  of  thei r 20-yea r pe riod so that  we would hav e some means  of  know­
ing  where we st an d ?

Mr. E dwards. Yes. Congres sma n. We will  ins ert  th at  in the  reco rd.
[The in form at ion f ol lows:]

REVIEW  DA TE S FOR OU TSTAND ING  CO AL  LE AS ES  ON FE DE RA L LAND S

Year

1974.
1975.
1976.
1977.
1978.
1979.
1980.
1981.
1982.
1983.
1984.
1985.
1986.
1987.
1988.
1989.
1990.
1991.
1992.
1993.
1994.

Number
' leases Total acres

5 1,9 81.75
8 6, 935. 40

12 15,168 . 34
13 11, 404. 48
24 23,057. 53
11 13, 362. 54
13 7,76 7. 74
46 60,0 56.0 1
40 49, 926. 88
29 41,0 67.5 1
34 35, 118 .17
63 101, 833. 54
37 62, 510. 82
77 173,895. 36
39 69, 288. 65
16 24, 238. 40
25 32, 963. 70
18 33, 633. 44
8 6, 682.17

13 10, 858. 48
2 3, 670 .24

533 785 ,42 1.1 5To ta l.....................................................................................................................................
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CON CEN TRA TION OF COAL LEASEHOLDERS

Mr. Yates. Th e asserti on is m ade  th a t the re  is a g re at  conce ntration 
of  leases among  corp ora tion. Th e top  15 of  144 leaseholder s cont rol  70 
percen t of  all the lan d unde r lease. Five  oil com pan ies—Continen tal , 
She ll, Su n Oil , Gul f an d Arco—are  among  th e top  15. These majo r 
leaseholder s include seven of  the 15 la rg es t coal p rod ucers  in  th e coun ­
try . and  th ree ele ctr ic ut ilit ies .

Would y ou know wh eth er tha t is co rrect?
Mr. Zimm erm an . Th ese  figures don’t quite  agree with  th e most c ur ­

rent  figures  we have. We  a re no t su re whe n th e Council com piled t he ir  
figures. We  sugg est  t hat  m aybe  th ey c ompile d th em  some tim e ago.

Mr. Yates. Wha t a re your  figure s?
Mr. Zimm erm an. I  don’t hav e the m ava ilab le.  W ith respec t to  t he  

breakd own of the 534 leases we have  ou tst an din g,  we can id en tif y in­
div idu al leases  bv the  com pany th at  prese ntly holds those leases.

Mr.  H astey. I  imagine some o f t hat  dat a was received from th e Bu­
rea u some y ears back. We ha ve u pd ate d some of  tha t da ta.

Mr. E vans. I f  you will  yie ld,  i f you r lessees sublet th ei r leases  th ey 
mu st info rm  you , isn ’t  th at co rrect ?

Mr. H astey. Yes.
Mr. E vans. So you have cu rre nt  i nformat ion on who the lessees or 

sublessees are?
Mr. H astey. Th at is correct.
Mr.  Yates. Can you object to  th e sale of  leases fro m your  lessee t o a 

sublesee ?
Mr. E dwards. Yes, b ut  only on the bas is of th e qua lificat ions o f t he  

rece iver  of th e lease, whethe r he q ualif ies un de r the act .
Mr. Yates. Could you object to  i t on the grou nd s t hat such  a tr an s­

fe r w’ould be m onopoli stic?
Mr. E dwards. To the  ex ten t th at  they exceed 46,080 acres.
Mr. Yates. O nly  to  t hat  ext ent ? Is  t ha t wha t you  pro pose to  l im it 

the  ant i-m ono polv l im ita tio n to  in th e s tat ute ?
Mr. E dwards. T he  ac reag e res tri cti on  would  be one. T he  sec tion the  

Se cre tar y h as concer nin g mo nopoly and fa ir  pr ic ing w ould be anothe r. 
Bu t as M r. Z imm erm an pointed out,  th a t ha s nev er r ea lly  been invoked .

Mr. Yates. I  d on ’t th in k any of these hav e been invoked , have  they,  
even the d iligent  ex plo ita tio n pro vis ion  “Leases sh all be f or  inde term i­
nat e times depend ing  on t he  d ilige nt  opera tio n of  the  mines.” T hat ha s 
nev er been invoked ?

Mr. E dwards. That  is correc t.
Mr. Yates. You hav e scores  of  leases wh ere  the lessees have no t 

tu rned  ove r the shovel, have they  ?
Mr.  E dwards. Th at  is correct.
Mr.  Yates. Th ey  a re  jus t hold ing  th e leases and  w ai tin g fo r th e day 

when they can make a k ill ing on it .
Mrs. H ansen. T ha nk  you, Mr.  Ha ste y fo r an informa tiv e hearing .
Mr.  H astey. Than k you.
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T uesday , J une 11,1974. 

GEOL OGICAL SURVEY  

E nergy  Programs

W IT N E S S E S

V IN C E N T  E. M cK ELV EY , D IR EC TO R
H E N R Y  W . COULT ER , A SSIS TA N T D IR EC TO R , E N V IR O N M E N T A L  

CONSE RVATIO N
RUSS ELL G. W A Y LA N D , C H IE F , CON SE RVATIO N D IV IS IO N  
JA C K  J . STASS I,  BUD GE T O FFIC ER
E D W A R D  L.  H A ST E Y , A SSIS TA N T D IR EC TO R , A D M IN IS T R A T IO N , 

B U R EA U  OF  LAND M A NA GEM EN T

Mrs. Hansen. We have now the Geological Survey.
Our principal witness is Dr. Vincent E. McKelvey, the Director. 

We will insert the item from House Document 93-307 and th e justifi­
cations in the record at this point.

[The information follows:]
DEP ARTM ENT OF TH E INTE RIO R

Budget
appendix

page Heading
1975 budget 

request

Amendments, 
previously 

proposed 
(H . Doc. 

93-209 and
H. Doc. 

93-286)
Proposed

amendments
Rev ised
req ues t

561 Surveys, investigations, and research_____
This proposed amendment is to provide 

support for accelerated leasing  of the Outer 
Continental She lf, including determination 
of tract values before lease sales  and post­
lease superv ision, on-shore energy activity, 
environmental impact statement prepara­
tion, geothermal resource evaluation , oil 
shale evaluation and lease management, 
and Arctic  research for utility corridor 
planning. These  activit ies all support pro­
grams to accelerate development of
domestic energy resources.

205, 571,0 00 27,9 25,0 00 15,20 5,000 24 8,7 01,00 0

GEO LOG ICAL SU RV EY

H. Doc. 
93-307 
page Heading

Request
pending

Proposed
amendment

Revised
request

2 Surveys , investigat ions, and research______________ $233,496 ,000 $15,205 ,000 $248,701 .000



no

DEPARTMENT OF THE INTERIOR 
GEOLOCIC/vL SURVEY

SURVEYS, INVESTIGATIONS, AND RESEARCH

Pro gra m  an d F in a n c in g ( in  th o u s a n d s  o f d o l l a r s )

75 i» 75 »  75-ftC'rilAi- I XetiflWrt* I1 0 -2 8 -0 8 0 4 -0 -1 -4 0 9

R eq u est
P en d in g

P ro pose d
Amendmen t

R ev is ed
R eq u e s t

P ro gra m  by a c t i v i t i e s :

D i r e c t  pro gra m

1 . S p e c ia l r e s o u r c e  an d
e n v ir o n m e n ta l p r o j e c t s  ------------ 1 1 ,3 5 8 3 ,8 0 5 1 5 ,1 6 3

7.  C o n s e rv a ti o n  o f  la n d s  an d
m in e ra ls  ------------------------------------- 2 2 ,6 2 8 1 1 ,4 0 0 3 4 ,0 2 ?

A ll  o th e r  a c t i v i t i e s  — ------------ 1 9 9 ,5 15 — 19 9, 5. 15

T o ta l ,  d i r e c t  pro gra m  ----- 2 3 3 ,5 01 15 ,2 0 5 24 8 ,7 0 6

T o ta l  re im b u rs a b le  p ro gra m  ------------------- 5 4 ,6 8 3 5 4 .6 3 "

10  T o ta l p ro gra m  c o s t s ,  fu n d e d ,
o b l ig a t i o n s  ---------------------------------- 288 ,1 84 15 ,2 05 303 ,3 39

F in a n c in g :

R e c e ip ts  an d re im b u rse m e n ts  fr om :

11 F e d e ra l fu n d s  ( - )  -------------------------- -1 7 ,1 9 3 -1 7 ,1 9 8

14 N o n -F e d e ra l s o u rc e s  ( - )  --------------- -3 7 ,4 8 5 — -3 7 ,4 8 5

17 R ec overy  o f p r i o r  y e a r
o b l ig a t i o n s  ( - )  -------------------------- -5 —

21 U n o b li g a te d  b a la n c e  a v a i l a b l e ,
s t a r t  o f y e a r  ( - )  ----------------------- -4 0 0 -4 0 0

24 U n o b li g a te d  b a la n c e  a v a i l a b l e ,
en d o f y e a r  --------------------------------- 40 0 — 40t ;

B ud ge t a u t h o r i t y  ------------------------- 2 3 3 ,4 96 1 5 ,2 0 5 248,7 01

i
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DEPARTMENT OF THE INTERIOR 
GEOLOGICAL SURVEY

SURVEYS, INVESTIGATIONS, AND RESEARCH

FINANCING AND OUTLAYS ( in  th o u s a n d s  o f  d o l l a r s )

I'kniif iCtt tion  code is 75 >9 75 i«  75
1 0 -2 8 -0 8 0 4 -0 -1 -4 0 9

R eq u e s t P ro pose d R ev is ed
P e n d in g Amendmen t R eq u e s t

B ud ge t a u t h o r i t y :

40  A p p ro p r ia ti o n  ---------------------------------- 2 3 3 ,4 96 1 5 ,2 0 5 248,7 01

R e la t io n  o f  o b l ig a t i o n s  to  o u t l a y s :

71 O b l ig a t io n s  i n c u r r e d ,  n e t  ------------ 2 3 3 ,4 96 15 ,2 0 5 248 ,7 01

72 O b li g a te d  b a la n c e ,  s t a r t  o f  y e a r -2 6 ,5 2 5 2 6 ,5 2 5

74 O b li g a te d  b a la n c e ,  en d o f  y e a r  ( - ) -3 1 ,8 7 3 -2 ,9 0 5 - 3 4 , 7 7  f;

90 O u tl a y s  ----------------------------------------- 22 8 ,1 4 8 1 2 ,3 0 0 2 4 0 ,4 48

3 5-6 50  0  - 74  - 8
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DEPART MEN T OF TH E IN T E R IO R  
GE OL OG IC AL  SUR VEY

SU RV EY S,  IN V E ST IG A T IO N S, AND RESEA RCH 
DIR E CT PROGRAM

OB JEC T CLASS IFIC ATI ON (in  thousands  of  do lla rs)

Identification code
10-28-0804-0-1-409

■975 ■9 75 >975
Request Proposed Revised

Person nel  com pensation: Pending Amendment Request
11.1 Permanen t posit ion s................. ................. 106 347 4 059 110 406

11.3 Pos itions oth er tha n pe rm an en t................ 6,903 6,903

114 Ot her personne l comp ensat ion _________ 1,365 — 1,365
LLS----- Special personal Kirwices-paymcntt....... _r

To tal  per son nel  comp ensat ion ................ 114,615 4,059 118,674

Pers onnel benefits:
12.1 Civi lia n..................... ............ 11,727 661 12,388

13.0 Benefits for  form er pe rson ne l......................... 7 7

21.0 Tra vel and transp ort ation  o f p ersons ............ 6,252 397 6,649

22.0 Tr ansport ation  of  th ings .. ............................ 2,562 24 2,586

23.0 Ren t, com mun icat ions , and uti lit ies .............. 26,554 401 26,955

24.0 Pr int ing  and reprod uc tio n__________ _____ 2,707 285 2,992

25.0 Other  services................................. .......... ......... 48,670 9,126 57,796

26.0 Supplies and ma teri als....................... ............... 8,900 98 8,998

31.0 Eq uip me nt .. ............... 10,380 154 10,534

33.0 Inv estments  and  loa ns................................ 5 5

41.0 Grants,  subsidies,  and co nt rib ut ions ............. 1,100 1,100

42.0 Insurance  c laims and  indemniti es 25

•444L

95.0 Quarte rs and su bs is te nc e

charg es -3 — -3

99.0 To tal  ob lig at ions ......................................... 233,501 15,205 248,706



DEPARTMENT CF THE INTERIO R GEOLOGICAL  SURVEYSUR VEY S, INVE STI GA TIO NS  AND RESEARCH
PERSONNEL SUMMARY

Idc uG ficutb a code

1 0 - 2 8 - 0 3 0 4 - 0 - 1 - 4 0 9
»  7 5

*'**•*
i» 75

|
’

l!

D i r e c t  P ro g ra m

R e q u e s t
P e n d in g

P r o p o s e d
A m en dm en t

R e v is e d
R e q u e s t

T o t a l  n um ber o f  p e r m a n e n t p o s i t i o n s 6 ,5 0 4 287 6 ,7 9 1

F u l l - t i m e  e q u i v a l e n t  o f  o t h e r  p o s i t i o n s 77 7 — 77 7

A v e ra g e  p a i d  e m p lo y m e n t ------------------------- 7 ,2 7 6 287 7 ,5 6 3

A v e ra g e  GS g r a d e  --------------------------------------- 9 .6 9 .9 9 .6

A v e ra g e  GS s a l a r y  ------------------------------------- $ 1 6 ,6 6 8 $ 1 4 ,5 2 3 $ 1 6 ,5 7 8

A v e ra g e  s a l a r y  o f  u n g r a d e d  p o s i t i o n s $ 1 3 ,9 7 4 - - $ ] 3 ,9 7 4
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DEPARTMENT OF THE INTERIO R 
GEOLOGICAL SURVEY

CONSOLIDATED SCHEDULE OF PERMANENT PO SITION S PAID  
FROM FUNDS AVAILABLE TO THE GEOLOGICAL SURVEY

DETAIL OF PERMANENT POSITIONS

i o  7 5 io  7 5 IB '”5
n lh n e w

GRADE

R e q u e s t
P e n d in g

P ro p o s e d
Amen dm en t

R e v is e d
R e q u e s t

E x e c u t i v e  l e v e l  V ----------------------------------------------------- 1 — X

G S-1 8  ----------------------------------------------------------------------------- 6 __ 6

G S-1 7 ----------------------------------------------------------------------------- 13 13

G S-1 6  ----------------------------------------------------------------------------- 52 52

G S-1 5  ----------------------------------------------------------------------------- 34 1 2 34 3

G S-1 4  ----------------------------------------------------------------------------- 512 5 -

G S-1 3  ----------------------------------------------------------------------------- 869 37 906

G S-1 2 ------------------------------------------------------------------------------ 1 ,0 7 8 72 1 ,1 5 0

G S-1 1  ----------------------------------------------------------------------------- 1 ,3 5 6 57 1 ,4 1 3

GS -1O ----------------------------------------------------------------------------- 13 3 135

G S - 9 ------------------------------------------------------------------------------- 1 ,0 9 8 38 1 ,1 3 6

G S - 8 ------------------------------------------------------------------------------- 207 1 203

G S - 7 ------------------------------------------------------------------------------- 677 24 70 1

G S - 6 ------------------------------------------------------------------------------- 425 17 44 2

G S - 5 ------------------------------------------------------------------------------- 735 12 74 7

G S - 4 ------------------------------------------------------------------------------- 477 16 493

G S - 3 ------------------------------------------------------------------------------- 216 4 220

G S - 2 ------------------------------------------------------------------------------ 59 - 59

G S - 1 ------------------------------------------------------------------------------- 8 — 8

I
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DEPARTMENT OF THE INTERIOR 
GEOLOGICAL SURVEY

CONSOLIDATED SCHEDULE OF PERMANENT POSITIONS PAID 
FROM FUNDS AVAILABLE TO THE GEOLOGICAL SURVEY

DETAIL OF PERMANENT POSITIONS

19 75 io 75 19 75

G ra des  e s t a b l i s h e d  by  th e  A d m in i s t r a to r ,
Age nc y f o r  I n t e r n a t i o n a l  D evel opm en t:
(7 5 S t a t .  45 0)

R eq u est
P e n d in g

P ro p o se d
Amendmen t

R ev is e d
R eq u e s t

F C -1 3 , $ 3 2 ,6 80  to  $ 3 6 ,0 00  --------------------------- 1 — 1

F C -1 2 , $2 8 ,3 8 0  to  $ 3 6 ,0 00  --------------------------- 5 — 5

F C -1 1, $24 ,1 22  to  $ 3 1 ,3 20  --------------------------- 14 — 14

FC -1 0 , $20 ,6 77  to  $26 ,8 78  --------------------------- 14 — 14

FC -9 , $17 ,5 59  to  $22 ,7 44  ---------------------------- 3 — 3

FC -8 , $14 ,7 87  to  $19 ,0 39  ---------------------------- 4 — 4

FC -6 , $12 ,2 57  to  $15 ,7 41  ---------------------------- 3 — 3

F C -3 , $8 ,9 54  to  $ 1 1 ,6 45  ------------------------------ 1 — 1

U ng ra ded  ---------------------------------------------------------------- 498 — 49 8

T o ta l  p e rm an en t p o s i t i o n s  --------  -  ------- 8 ,8 0 6 287 9 ,0 9 3

U n f i l l e d  p o s i t i o n s ,  Ju n e  30  -  -  --------------------- -5 — -5

T o ta l  p e rm an en t em plo ym en t,  en d o f  y e a r 8 ,8 0 1
1

|
287 ' 9 ,0 8 8

i
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1 . S p e c ia l Res ou rc e and  E nv ir onm en ta l P ro je c ts

FY 1975 re q u e s t pen d in g , $11,3 58,0 00; re v is e d  r e q u e s t , $15,1 63,0 00; 
pr op os ed  amend ment,  $3 ,8 05 ,0 00 . The in c re a s e  c o n s is t s  o f :

In c re a se  (+) o r
D ec re as e ( -) T o ta l T o ta l

Amount P o s it io n s Prog ram P o s i t io n s E x p la nati on

(1 ) $+ 80 5,0 00 +25 $9 50 ,000 26 To e v a lu a te  and  c l a s s i f y  
geo th er m al  re so u rc e s  on 
F ed e ra l la n d s .

(2 ) +2,6 00 ,0 00 +71 2,6 00 ,0 00 71 For  en er gy  im pa ct  
e v a lu a ti o n

(3 ) +40 0,00 0 +7 40 0, 00 0 7 Fo r g e o te c h n ic a l s tu d ie s  
o f  en er gy r e la te d  t r a n s ­
p o r ta t io n  c o r r id o r s  in  
A la sk a .

$+ 3, 80 5, 00 0 +10 3

Cos t F a c to rs  In vo lv ed  in  th e  In c re a se

(1 ) P ers o n n e l s e rv ic e s  and  b e n e f i t s  c o s ts  fo r  tw e n ty -fi v e  (2 5)  p o s i t io n s  
a t  an  avera ge  r a t e  o f  $15,8 80 , $3 97 ,0 00 ; o th e r  r e la te d  expense s,  
$8 8, 00 0;  p u rc hase  o f g eo p h y sic a l d a ta  fo r  geo th er m al  le a s e  e v a lu a ti o n  
and  co mpu ter r e n t a l ,  $3 20 ,000

(2 ) P ers onnel s e rv ic e s  and  b e n e f i t s  c o s ts  f o r  se ven ty -o n e  (71)  p o s i t io n s  
a t  an  aver ag e r a t e  o f $17,7 75 , $1 ,2 62 ,0 00 ; o th e r  r e la te d  ex pen se s 
$8 01 ,0 00 ; and  c o n tr a c tu a l  s e rv ic e s , $5 37 ,0 00 .

(3 ) P ers onnel s e rv ic e s  and b e n e f i t s  c o s ts  f o r  se ve n (7 ) p o s i t io n s  a t  an  
av er ag e r a t e  o f $18,5 71,  $1 30 ,0 00 ; o th e r  r e la te d  c o s ts , $9 0, 00 0;  
h e l ic o p te r  se rv ic e s , r e se a rc h  and  m is ce ll an e o u s  c o n t r a c ts ,  $1 80 ,0 00 .
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(c) Geothermal Investigations: FY 1975 request pending, $10,064,000; 
revised request, $10,869,000; proposed amendment, $805,000. The 
Increase consists of:

Increase (+) or
Decrease (-) Total

Program 1
Total

?ositions ExplanationAmount Positions

$+805,000 +25 $950,000 26 To evaluate and classify 
geothermal resources on 
Federal lands

$+805,000 +25

Need for Amendment:

The timing for structuring the geothermal leasing and management programs
authorized by the Geothermal Steam Act of 1970 was dependent upon completion of the analysis of its environmental consequences in compliance with NEPA.
The decision for implementation was not made until December 1973. Until 
the first lease offerings in January of 1974 and receipt of the first non­
competitive lease application in February 1974, there could not have been a reliable estimate of the size of the program or the area of interest.So not until after February 1974 were final programs and budget plans developed 
in response to the degree of interest exhibited for leasing.

The Survey program involves classification of public lands, establish­
ment of Known Geothermal Resource Areas (KGRA's), recommendations 
for selection and evaluation of lease tracts and supervision of operations.

To help meet the objectives of Project Independence, the development of this supplemental energy resource is important. Prfvqte investment several hundred million dollars toward the development of geothermal 
resources has been indicated.

The $805,000 and 25 positions requested in this amendment will be used 
to support the resource evaluation and classification functions of the 
new Geothermal Program and is based on the following assumptions for 
FY 1975:

(1) There will be successful sales resulting in the competitive 
leasing of 300,000 acres.

(2) For FY 1974 and FY 1975 we project a total of 6,500 
applications for non-competitive leases. Of these 
6,500 applications we anticipate about 1,000 involving
2 million acres will be approved in FY 1975 as non-competi­
tive leases.
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In addition to the funds being requested in this budget amendment for 
classification and evaluation activities for geothermal development, 
funds and manpower will be needed for lease management activities. We 
are proposing that this requirement, totalling $855,000, be met from 
funds previously requested in the fiscal year 1975 budget for geothermal 
investigations, which have been included in the "Special Energy Research 
and Development Appropriation Bill, 1975," passed by the House.

Program of Work;

The proposed amendment provides for:

a. evaluation to determine the fair value of lease tracts to be 
offered in 15 lease sales in FY 1975 and the necessary advance 
work for leases scheduled to be sold early in FY 1976. The Bureau 
of Land Management projections indicate that of the 15
sales planned for FY 1975, five involving 100,000 acres will be 
in geologic KGRA's

b. defining 1,000,000 acres as Known Geothermal Resource Areas 
(KGRA's) from geologic and engineering knowledge.

c. refining, with geologic and other scientific data, 1,000,000 
acres of KGRA's established by a showing of competitive 
interest.

The Bureau of Land Management also estimates that 3,500 non­
competitive lease applications will be recorded in FY 1975. The 
Geological Survey must review each of these lease applications to 
determine if they conflict with defined or undefined KGRA's. From 
the 6,500 applications for non-competitive leases recorded in FY 1974 
and FY 1975, about 1,000 non-competitive leases involving 2 million 
acres will be issued in FY 1975. Therefore, about 2.4 million acres 
may be under lease for management and supervision by the end of 
FY 1975, as compared to 50,000 to 60,000 acres in FY 1974.

Supervision of operations on the leases sold in FY 1974 and to be 
sold in FY 1975 will include the following work:

a. analyzing, approving and monitoring the exploratory and 
development plans and activities of lessees;

b. developing geothermal orders to systematize operations and 
procedures in areas with similar geologic character and 
operating problems;

c. developing systems to manage data for reports which will be 
needed in various forms to satisfy Executive and Congressional 
requests; and

d. developing monitoring systems for determining effect of operations 
on the environment. Close supervision will be required to safe­
guard against adverse environmental impact as there has been
only limited experience in developing geothermal reservoirs.



(d) Energy Impact Evaluation: FY 1975, request pending, $0; revised 
request $2,600,000; proposed amendment, $2,600,000. The increase 
consists of:

(1)

Increase (+) or 
Decrease (-) Total

Program
Total
PositionsAmount Positions

$+2,600,000 +71 $2,600,000 71

Explanation •

For energy impact 
evaluation - environ 
mental impact state­
ments

Need for Amendment

The energy crisis and the Administration's accelerated programs 
related to Project Independence are resulting in greatly increased 
exploration for and development of oil, gas, coal and uranium on 
Federal and Indian lands and the Outer Continental Shelf. Literally 
thousands of Federal and Indian leases for various minerals, oil, and 
gas were issued prior to or shortly after the enactment of NEPA with­
out the preparation of environmental impact statements by the surface 
management agencies. Thus Survey approval of proposed mining plans, 
drilling permits and development plans constitute the first Federal 
actions on the leases subsequent to NEPA, and therefore NEPA responsi­
bility rests with the Survey. For example, there are more than 700,000 
acres of coal lands under lease, less than 92 of which are presently 
active. A similar, although somewhat less critical, situation exists 
for oil and gas leases.

Until now the environmental assessments and environmental impact 
statements required by NEPA have been funded by redirecting the efforts of Survey's professional staff. However, the additional assessments 
and statements generated by the energy crisis and now projected for FY 1975 
cannot be accommodated on an ad hoc basis within the FY 1975 programs with­
out serious impact on equally important energy-related work.

Program of Work

The Survey is receiving an increasing number of applications for 
onshore oil and gas exploration wells, geologic and geophysical ex­
ploration on the OCS, plans for development on OCS oil and gas leases, 
and requests for approval of lease exploration plans, new mining plans, 
or significant revisions to existing approved mining plans for coal, phosphate 
and other leasable minerals. Although most Survey Environmental Impact Statements preparation in the foreseeable future will involve proposed 
onshore mining and oil and gas operations, some OCS operations may also 
require environmental impact statement actions by the Survey. It is 
necessary to assess the environmental impact of these proposals, obtain and evaluate input from other governmental agencies, and determine whether
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each proposal constitutes a major Federal action significantly affecting 
the quality of the environment and thus requiring an environmental impact 
statement. In FY 1975 a principal concern is the planned submission of 
25-30 separate and distinct coal mining and reclamation plans to Survey 
for approval. Most of these plans will be for totally new mine develop­
ments; the others will be major revisions of existing plans for ongoing 
mining operations that call for substantial increases in production 
and/or mine expansion.

In addition, a number of future mines are associated with, or 
are being developed specifically to supply mine-mouth electric generating 
plants and coal gasification plants. The Geological Survey will be 
partially involved in preparing environmental impact statements for these 
plants, as well as for related power transmission lines, water supplies, 
railroad lines and spurs, and pipelines for gas,' oil, and water.

The requested funds will provide for the preparation of these 
required environmental impact statements and environmental analyses and 
will involve a diversity of Geological Survey disciplines plus marine 
biologists, terrestrial biologists, soils scientists,, economists, 
ecologists, structural engineers, archeologists, and oceanographers.
These latter services will be obtained from other Federal or State 
agencies or from outside consultants.

To date the Survey's NEPA responsibilities have been met by ad hoc 
task forces operating under very tight time constraints. The costs 
associated with such activities have been borne by existing funds and 
staff at the expense of established program elements and activities. 
Meeting NEPA requirements has infringed on our capability to accomplish 
other important legislated responsibilities involving mineral resources 
conservation and attendant environmental protection on public lands.
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Conservation Division Projects’Involving 
(or expected to involve) 

an EIS

A. Active 1974 CY

1. Ocala National Forest

2. Santa Ynez Unit

3. OCS G&G Regulations

4. Big Sky Mine

5. Eastern Powder River Basin Coal Resources and Railroads:

a. Carter (North Rawhide)

b. Kerr-McGee N.

c. Amax (Belle Ayre North)

d. Wyodak

e. Sun

f . Amax (Belle Ayre South)

9- ARCO (Black Thunder)

h. Kerr-McGee S.

1. Peabody

j . Pacific Power

6. Santa Barbara Channel Development 

B. Pending 1974 CY

1. Star Lake - Peabody coal mining (N.M.)

2. Seneca No. 2 - Peabody coal mining (Colo.)

3. Western Energy Coal mining (Montana)(Billings lease no.) new 

area, old mine

‘4. Western Energy Coal mining (Montana)(Montana lease no.) new mine

5 , I n te r n a t io n a l  M in e ra ls  an d Che m ic al s -  C ar ib ou N a ti o n a l F o re s t 
(P hosp hat e M in ing)
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C. P o te n tia l 1974 CY

1.  Ark Land Company co al  m in ing p ro je c t (Seminoe,  Wyo.)

(e xte nsio n on to  2 Federal Lea ses)

2.  30 CFR 211 Mining Reg ulat ions

3.  P a c if ic  Power Coal M ining (Montana) new mine

4.  Decker Coal m in ing (M on tana )(en largem en t)

5.  Decker Coal M in ing (Montana)(new  mine)

6. Energy Development coal m in ing (Wyo.) (e xt ensi on on to  Fe de ra l le ase )

7. Ark Land Company coal m in ing (Wyo. )(W yo.  leas e no .)

8. Ark Land Company co al  m in ing (Wyo.) (Cheyenne leas e no .)

9.  Se ar les Lake (M in in g)

10.  Ark Land Company (M in in g) Wyo. (e xte nsio n  on to  Fede ra l le ase )

11.  Ark Land Company (M in in g) Wyo. (resume irt in ing on leas e p re v io u s ly

mined)

12. Nor th  American (M in in g) N. Dakota (e xte nsio n o f o ld  mine)

13.  Pa tagonia  (A r iz . )  M in ing (c op pe r)

14.  Sh el l Oi l - New Mine, Montana, N. of  Sherid an (Crow Reserva tio n)  

(Proba bly  no t re c 'd . in  Cy-74)

15. Peabody, G il le tt e  Wyo., North Lease ne ar  Car te r

16. Energy Fu els  - Colorado (D-052547, 081330, and Lease App lic . 0128433)

17. Sh el l Oi l - Crow Re se rvat ion,  Montana (Mining)
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CONSERVATION DIVISION  PROJECTS INVOLVING A lt ) TO OTHER AGENCIES IN 
PREPARING EIS

A c ti v e

OCS Sale #35 (C a l i fo r n ia ) BLM ’ O&G

OCS SALE #36 (L a . Dee pw ater ) BLM O&G

OCS Sale  #37 (S ou th  Te xa s) BLM O&G

OCS Sale #38 (E . Texas Dee pw ater ) BLM O&G

Onshore  Progr am mat ic BLM O&G

O ff sh o re  Progr am m at ic BLM O&G

M in in g  Pr og rammat ic BLM M in in g

Los Padres BLM M in in g

Yampa P ro je c t (C o lo ) REA • M in in g

Wes tm orela nd  (S arp y Creek  M on t. ) BIA M in in g

Har dro ck  M in in g OCS BLM M in in g

4 Cor ne rs  Area (4  s ta te m en ts ) Bu. o f  Rec . M in in g

C ho lla .USDA M in in g  (P ow er )

Os ce ola BLM . M in in g

Crow In d ia  Progr am m at ic BIA M in in g

N. Cheyenne Res . Progr am mat ic BIA M in in g

K a ip o ro w it z BLM M in in g  (P ow er )

S urface Mine and R eclam at ion A ct BOM M in in g
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(e) Arctic Environmental Studies: FY 1975 request pending, $0; 
revised request, $400,000; proposed amendment, $400,000. The 
increase consists of:

Amount

Increase (+) or 
Decrease (-)

Positions
Total

Program
Total

Positions Explanation

$+400,000 +7 $400,000 For geotechnical studies 
of energy related trans­
portation corridors in 
Alaska.

7

Need for Amendment

The construction of the trans-Alaska pipeline, which is beginning 
in 1974, is the first large-scale construction undertaking of its kind 
in the Arctic. In anticipation of greatly accelerated future construction 
activities in the Arctic, such as pipelines, airfields, roads, and so on, 
and their inevitable environmental disruption, it is essential to learn 
as much as possible from the trans-Alaska pipeline experience. Many of 
the engineering geologic, seismologic, and hydrologic research investi­
gations begun during the planning stages should be continued during the 
actual construction and operation phases so that opportunities to gather 
data made possible by the construction of the pipeline are not lost.

Fundamental to the deliberation on the trans-Alaska pipeline was 
the formulation of stipulations to minimize the environmental impact 
of this major construction project. It is important to see if the 
stipulations as formulated achieve the desired results as a guide to 
modification of stipulations in future construction activities and to 
assessment of environmental impact. Existing funds for the Survey's 
program related to the Alyeska Pipeline Service Company (formerly 
TAPS) proposal were authorized by Congress with the understanding that 
all costs would be reimbursable by the applicant. Thus these funds 
must be restricted to activities related to surveillance and monitoring 
to insure compliance with the stipulations. New non-reimbursable funding 
is necessary to conduct geologic, seismologic and hydrologic studies 
that will provide tests of the predictions upon which the stipulations 
are based under actual conditions.

Based on research directly related to the construction of the trans- 
Alaska pipeline, analogous studies must be undertaken for other energy 
related transportation corridors in Alaska. This work will provide the 
background information that will be necessary for evaluation of alterna­
tive routes for construction of additional pipelines and other major 
engineering undertakings.

Program of Work

The program is designed to obtain the maximum geologic and 
hydrologic data from the construction of the trans-Alaska pipeline, 
and to interpret and extend data and findings so that they might be used
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in evaluating, planning, and constructing other utility corridors, 
pipelines or other facilities in the Arctic. The FY 1975 program 
will include:

1. Study of critical areas and special problems such as effect 
of permafrost, landslides, and other geologic and hydrologic 
hazards.

2. Hydrologic and related biologic surveys and investigations.

3. Seismologic surveys and analysis in zones of high seismicity.

4. Research and application of remote-sensing techniques including 
ERTS.

5. Compilation and analysis of available Alaskan data on geology, 
hydrology, and seismology of potential energy-related trans­
portation corridors.

6. Reconnaissance surficial and engineering geologic mapping at 
a scale of 1:125,000.

7. Acquisition of geologic and hydrologic base-line data for 
environmental impact assessment.

8. Publication of maps and reports and establishment of data 
files resulting from these investigations.
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7.  C onse rv ati on  o f La nds and  M in era ls

FY 1975 re q u e s t pe nd in g $22,6 28,0 00; FY 1975  re v is e d  re q u e s t $34,0 28,0 00; 
pr op ose d amend ment,  $11 ,4 00,0 00. The in c re a s e  c o n s is ts  o f:

In c re a se  (+ ) or
D ec re as e ( -) T o ta l

Program
T o ta l

Amount P o s it io n s P o s it io n s E x p la nati on

(1) $+ 2, 05 0, 00 0 +30 $1 0,1 91, 000 293 To me et in c re a se d  
re g u la to ry  and 
in s p e c ti o n  r e q u ire ­
m en ts  o f  th e  D epart ­
m en t’ s 10 m il l io n  
a c re  p e r y ea r le a s in g  
sc h ed u le .

(2 ) +8,7 00,0 00 +140 12 ,9 80,0 00 216 To me et en er gy re so u rc e  
e v a lu a ti o n  re q u ir em en ts  
o f th e  D ep art m en t' s 10 
m il l io n  a c re  p e r  y ea r 
le a s in g  sc h ed u le .

(3 ) +36 0,00 0 +9 36 0,00 0 9 To r e g u la te  de ve lo pm en t 
on ex p eri m en ta l o i l  
sh a le  le a s e s  on F ed e ra l 
la n d s .

(4 ) +2 90 ,0 00 +5 29 0,00 0 5 To e v a lu a te  and  c la s s i f y  
o i l  sh a le  re so u rc e s  of  
F e d e ra l la n d s .

$+ 11 ,4 00 ,0 00  +184

Cos t F a c to rs  In vo lv ed  in  th e  In c re a se

(1 ) P ers onnel s e rv ic e s  and b e n e f i t s  c o s ts  f o r  t h i r t y  (3 0)  p o s i t io n s  a t  an  
av er ag e r a t e  o f  $14 ,4 95 , $4 34 ,8 50 ; o th e r  r e la te d  ex pe ns es ,*  $2 25 ,1 50 ; 
h e l ic o p te r  s e rv ic e s  and co mmun icat ion sy st em s fo r  d is p a tc h  o f in s p e c to r  
p e rs o n n e l and  m on it o ri ng  i n - f l i g h t  p ro g re s s  fo r  purp ose  o f s a fe ty  o f 
p e rso n n e l,  $1 ,3 90 ,0 00 .

(2 ) P ers onnel s e rv ic e s  and  b e n e f i t s  c o s ts  f o r  one h u n d re d -f o r ty  (140 ) p o s i t io n s
a t  an  aver ag e r a t e  o f $1 4,4 95,  $2 ,0 29 ,3 00 ; o th e r  r e la te d  expenses,  $1 ,0 50 ,7 00 ; 
pu rc has e o f g eo p h y sic a l d a ta  and  r e la te d  c o n tr a c tu a l  expenses,  $5 ,6 20 ,0 00 .

(3 ) P ers onnel s e rv ic e s  and  b e n e f i t s  c o s ts  f o r  n in e  (9 ) p o s i t io n s  a t  an  
av er ag e r a t e  o f $1 4, 70 0,  $1 32 ,3 00 ; o th e r  r e la te d  expense s,  $2 9, 70 0;  and  
c o n tra c tu a l  s e rv ic e s  o f $1 98 ,0 00 .

(4 ) P ers o n n e l s e rv ic e s  and b e n e f i t s  c o s ts  f o r  f iv e  (5 ) p o s i t io n s  a t  an  aver ag e 
r a t e  o f $1 4,7 00, $7 3, 50 0;  o th e r  r e la te d  exp en ses,  $1 13 ,5 00 ; and  c o n tr a c tu a l  
s e rv ic e s  o f $1 03 ,0 00 .

35 -650  0  -  74 - 9
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Accelerated Outer Continental Shelf Leasing —  Increase $+10,750,000

Need for Amendment

The President's 1974 Energy Message calls for the leasing of 10 
million acres-.of OCS lands in 1975 for oil and gas development. This 
is more than three times the area that was planned when the initial 
FY 1975 budget was prepared for submittal to Congress, five times more 
than leased in any prior year, and slightly more than the total acres 
leased during the 20-year history of OCS leasing. To meet the President's 
goal, previously untested, immediate exploration target areas of the OCS, 
most probably in the Atlantic, Southern California, Gulf of Mexico, and 
the Gulf of Alaska, must be offered for lease.

The Department of the Interior responsibility in the sale of leases 
on the OCS lies in providing for (1) an orderly and timely development 
of the lands, (2) a fair market value to the government, and (3) an 
environmentally-safe exploration and development. Equally important, 
the public must be assured that decisions on tracts to be offered, fair 
market values, and safety are based on adequate information. Geologic, 
resource, and environmental information in these frontier areas is 
presently inadequate for this purpose.

Geological Survey responsibility in OCS leasing covers the full 
spectrum of activities from geological and geophysical evaluations in 
support of initial area selections to management and regulation of OCS 
exploration and development activities. Sequentially, these responsibilities 
are Area Selection, Tract Selection, Tract Evaluation, and Management and 
Regulation. Information gathered in each stage of these investigations will 
contribute materially to subsequent stages of investigation and analysis. 
Program of Work:

Lease Management —  Increase $2,050,000

The increase from 3 to 10 million acres leased in calendar year 1975 
will result in an approximate increase in FY 1975 of 5 million acres leased. 
This will approximately double the OCS acreage currently under lease (5.6 
million acres) and will result in the need for lease management activities 
for an additional 900 to 1000 leases in the latter half of FY 1975. Although 
lease management (regulation) functions during FY 1975 will be largely 
confined to exploratory drilling from mobile rigs, the full impact on this 
function will be felt as discoveries are made and production is established, 
and will increase rapidly in succeeding years. The expanded program will 
permit the review of lessees' proposals to conduct exploratory drilling 
operations and adequate monitoring of exploratory operations for safety and 
pollution control. This is a major requirement in new areas, where operations 
initially need much more in-depth analysis, more care in execution, and more
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frequent inspection than in proved areas where problems and trends have 
been identified and can be anticipated.

It is currently indicated that the expanded leasing program for 
FY 1975 will be confined to undeveloped Southern California and Gulf of 
Mexico areas. Three new field offices and the possible expansion of 
existing offices —  in addition to the proposed program at the 3 million 
acre leasing level providing for one new field office and the move of 
one existing office in the Gulf of Mexico area —  will be needed in 
FY 1975 in these areas to provide for the necessary regulation and 
inspection of increased drilling and initial development activities. The 
new areas to be leased will extend operations so far beyond the range of 
present inspection capability that the offices near new operations will 
be required. Communication and transportation systems must be established 
or extended to permit efficient utilization of helicopters and personnel.

Resource Evaluation —  Increase $8,700,000

A program to lease 10 million acres in calendar year 1975 will also 
greatly increase the Tract Selection and Tract Evaluation workload in 

FY 1975 for those sales by FY 1975 and for preparation for the early 
FY 1976 sales.

This amendment provides for personnel and data required to assist 
BIM in the selection of tracts, to evaluate these tracts and to determine 
their "fair market value," and to identify and appraise in detail the 
geologic hazards to structures and operations. Approximately 80,000 
line miles of Common Depth Point geophysical data purchased by 
contract will be interpreted for use in selection, evaluation, and 
determination of the value of tracts offered for sale. About 40,000 
miles of high resolution seismic data will be acquired and inter­
preted for environmeatal impact analysis and identification of potential 
hazards to structures and operations.

Oil Shale Leasing —  Increase $650,000

Need for Amendment

The proposed oil shale program initiated by legislation in 
October 1969 was not approved by the Secretary as an action program 
until November 28, 1973, after completion of all environmental require­
ments under NEPA. Also the size of the program and rate of development 
could not be determined until the initial lease offering, which took 
place in January 1974, and showed real industry interest.



131

The Survey’s obligation is to be responsive to the development rates 
prescribed under the leases. Now that a serious industry effort is 
assuredly mounting toward large-scale oil shale development, prompt and 
proper staffing is an urgent need.

Bonus credits of over $160 million to date with a potential 
of over $200 million on all sales toward development are dependent on 
prompt Departmental response to industry requests for permits and approval 
on development plans. The need to expedite this development as part of 
the Project Independence is evident and requires immediate action to fulfill 
those goals.

The first oil shale lease was sold January 8, the second on February 12, 
and bids on the third were opened March 12. A total of six sales are 
scheduled in FY 1974. These first six prototype sales are aimed at 
developing a commerical scale technology. The Geological Survey's FY 1975 
budget for conservation of land and minerals does not provide for super­
vision of activities during FY 1975 on leases sold in FY 1974. Nor does 
the budget provide for evaluating oil shale resource areas in proposed 
land and mineral exchanges now before the Department. This new oil shale 
resource workload cannot be undertaken within the requested FY 1975 budget 
without sacrificing equally important efforts in connection with the coal 
or oil and gas resource lease evaluation and management.

Program of Work:

Proposals by the new lessees for development activities on the first 
leases have been received with requests for prompt analysis and approval. 
Judging from sales to date and those planned before the end of FY 1974, 
activities on about 30,000 acres of oil shale leases will have to be 
supervised in FY 1975. Development of these initial leases is expected to 
include both surface and underground mining and possibly a test of in-situ 
extraction operations. Since these will be new development operations with 
major attendant problems, all industry plans must be rigorously analyzed by 
competent scientists and engineers to insure that only the best available 
technology and procedures are approved.

The oil shale regulations and lease form stipulations require the 
lessees (under the supervision of an Oil Shale Supervisor in the Conservation 
Division) to develop plans for environmental monitoring and to establish 
monitoring stations for surface and ground waters and air quality and to 
develop research plans for mining and reclamation, structures, roads, mining 
waste disposal, etc. Lease management during FY 1975 will include review 
of these plans, proposals for modification, field inspections, and other 
monitoring activities. Coordination with other Federal, State, and local 
interests in all exploration and development operations is a specific 
requirement of all levels and cannot be undertaken without adequate Survey 
staff.
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INTR ODU CTION OF WITNESSES

Mrs. H ansen. Mr. McKelvey, you have a general statement.
Mr. McKelvey . May I  first introduce my associates here, Dr. Henry  

Coulter, our Assistant  Director for Environmenta l Conservation and 
Dr. Russell Wayland. Chief of our Conservation Division, and Mr. 
Jack  Stassi, our Budget Officer. We are glad to have Mr. Fran k Wiles, 
the Department’s Director of the Budget, with us.

Statement of Director

Mrs. Hansen. Mr. Wiles is a useful person to have present.
Mr. McKelvey . I have a written statement, bu t if  I  may insert it in 

the record, I will just give a brief summary of it.
Mrs. Hansen. Please do.
[The statement follows:]

Madam Ch airma n: I am here today to discuss a fiscal year 1975 budget amend­
ment for $15,205,000. This amendment, when added to our present budge t request 
of $233,496,000 th at  you are now considering, will increase the  Geological Survey’s 
budget proposal for fiscal yea r 1975 to $248,701,000.

The proposed increases included in thi s budget amendment are  all direc tly re­
lated to the Federa l effort to resolve the energy problem now facing the Nation.

ACCELERATED LEA SING OF TH E OUTER CONTINEN TAL  SH EL F

Two of the increases we are  requesting  relate  to the leasin g of 10 million 
acres of Federal land  on the Outer  Cont inental Shelf (OCS) for oil and gas 
development. These increases include $2,050,000 for lease management  activ ities  
and $8,700,000 for lease tra ct  selection and evalu ation  requirem ents.

The President in his Jan uary 1974 energy message called for the leasing of 10 
million acres of OCS lands in calendar year 1975 for  oil and gas development  to 
help meet the increasing  public demand for energy and  to help resolve the  energy 
problems now facing  th e Nation. This  is  more t han  t hree times the area th at  was 
planned to be leased when the ini tia l fiscal year 1975 budget was prepa red, five 
times more tha n leased in any prio r year, and sligh tly more tha n the total acres 
leased during the  20-year histo ry of OSC leasing.

These increases would assure , first, th at  the  personnel and data requ ired are  
available for tra ct  selection, d etermination of t ra ct  va lues, and for  identification 
and appraisal in detail of the geological hazards to drill ing rigs, platforms , pipe­
lines and othe r st ru ctur es ; second, th at  the re will be adequate  supervision  and 
inspection of d rilling and  producing  operations  for  safe ty and pollution contr ol; 
and third, th at  th e ex plora tion and development of the OCS lands  will be carried 
out in an environmenta lly sa fe fashion.

GEOTHERMAL AND O IL SH AL E LEASE  MANAG EMENT AND EVALUATION

Two increases  are  included in thi s amendment related to  onshore activities for 
lease management and evaluation and classif ica tion ; these are  $805,000 for  geo­
thermal resource development and $650,000 for oil shale  development. The in­
crease for geothe rmal resource development includes  only those funds needed 
for tra ct  evalu ation  and for classification of geothe rmal resources on Federa l 
lands . Funds needed for the  lease managem ent aspects,  as proposed in this  
budget amendment, would be made available from geothermal resea rch inves­
tigation funds included in the  fiscal year 1975 budget request.

The  Secretary  of t he  Inter ior’s decision to implement leasing of Fed era l lands 
for geothermal and  oil shale development  will requ ire the Geological Survey 
to ini tia te a new program of lease management and resource evaluation, includ­
ing designating  more known geothe rmal resource are as (KGRA’s),  to insure 
th at  these resources are  developed in an efficient and environmentally  safe 
manner and in accordance with  the  act. For geothermal resource development  
the Survey programs will involve util izat ion of all research  and explora tory  
resu lts in establishing  KGRA’s, and eva lua ting  tra cts and supervising opera­
tions. Simila rly, for  oil shale  development, because of the na ture of the tech-
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niques to be employed in the  ext rac tion processes, and the extensive  environ­
mental effects, careful atte ntion to the  planning  and  conduct of operation s is 
required to assure  th at  thi s resource is  developed in accordance with the  best 
inte rest s of the American people.

ENERGY IM PA CT  EVALUATION

The nex t increase  concerns a reques t for  $2,600,000 for  the  preparatio n of 
environmental assessments  and  impact sta tem ents for  the  accelerated energy 
program.

The energy problem and  the  acce lerated energy programs being developed to 
resolve it are  resu lting  in increased explorat ion and development  of all energy 
resources on Federa l and Ind ian  land s as  well as the  OOS. This has placed an 
added burden on the  Geological Survey to prepare environmental assessments 
and impact stateme nts to determine the extent  to which each proposal for  
explorat ion and  development will affect  the  qua lity  of the  environment as well 
as the  extent  to which cumulative effects of regionalized operations will affect  
the environment. Until  now, the  necessary environmental assessments and  im­
pac t stat eme nts have been accompl ished by redi rect ing the  efforts of Survey’s 
profes siona l staff. However, the add itional assessmen ts and stat ement s genera ted 
by indust ry’s response to the  energy problem and now projected for fiscal year  
1975 cannot be accomplished  on an ad hoc basis with in the fiscal yea r 1975 
programs withou t severely impact ing othe r equal ly imp orta nt energy-related 
work.

ARCTIC ENV IRO NMENT AL STU DIES

The next, and  final increase we are  requesting is for  $400,000 for  Arctic 
environmental studie s involving geotechnical studies of energy rela ted  transp or­
tati on corrido rs in Alaska. The cons truct ion of the  Trans-Alaska  pipeline is 
the f irst la rge scale  construction  unde rtak ing  of it s kind in the Arctic. In  an ticipa­
tion of acce lerated fut ure  construct ion activities in the  Arctic, and  t he ir inevit­
able environm enta l disruption , it is essential  to lea rn as  much as possible  from 
the tran s-Alask a pipeline experience. Based upon resea rch directly rela ted to the  
pipeline construction,  we ar e proposing  analogous s tudies f or other energy  rela ted  
tran spo rta tion corrido rs in Alaska. These studies will provide the  background 
needed to evaluate  alt ern ative  routes for cons truct ion of add itional  pipelines  
and  other  ma jor  engineering undertak ings .

Madam Chai rman , thi s concludes my statement. I will be g lad to discuss any 
questions you may have  rega rdin g this  budge t amendment.

TH E 1 97 5 BUDGET AM EN DM EN T INCREA SE

Mr. McK elvey. We are requesting an additional $15,205,000 in 
our fiscal 1975 budget as an amendment to the budget already before 
you. The increases that  we propose are all re lated, really, to the Fed­
eral effort to resolve the energy problem with which the Nation is 
very much concerned. Two of the increases we are requesting relate 
to the leasing of 10 million acres of Federa l land on the Outer Con­
tinenta l Shelf. They include about $2 million for lease management 
activity and about $8.7 million for lease tra ct selection and evaluation 
requirements.

Two other increases included in this amendment would support 
onshore activities for lease management evaluation and classification. 
These increases include one of $805,000 for geothermal classification 
and evaluation and another of $650,000 fo r oil shale evaluation and 
lease supervision. The increase fo r geothermal resource development 
includes only those funds needed for tract evaluation and for classi­
fication of geothermal resources on Federal  lands. The funds needed 
for the geothermal lease management aspects as proposed in this 
budget amendment would be made available from geothermal resource
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investigation funds included in the fiscal year 1975 budget request. We 
think they might be as much as $855,000 in total.

Another increase is a request for $2,600,000 for the preparation of 
environmental assessments and impact statements for the accelerated 
energy program. Until now the environmental assessments and impact 
statements necessary for lease operations under NEPA have been 
accomplished by redirecting the efforts of the survey’s professional 
staff. But the additional assessments and statements generated by 
indus try’s response to the energy problem simply cannot be accom­
plished any longer on an ad hoc basis within the fiscal 1975 program 
without severely impacting other impo rtant activities.

The last increase we are requesting is $400,000 for Arctic environ­
mental studies involving geological engineering studies of related 
energy transporta tion corridors in Alaska.

ARCTIC ENVIRONMENTAL STUDIES

Mrs. Hansen. Are funds included in the budget amendment relative 
to the gas proposals?

Mr. McK elvey. Xo. It would relate eventually to that,  but this is 
a study that would deal primarily with observation of the construction 
of the Alaska pipeline.

Mrs. Hansen. Why d idn’t you include this request in your regular 
budget?

Mr. McK elvey. Madam Chairman, for this particular item, we 
were simply not certain what the activities, with respect to the con­
struction of the trans-Alaska  pipeline, were going to be. What we are 
proposing here is really research of a kind that will have future  appli­
cation in the selection of pipeline corridors in Alaska.

PETROLEUM RESERVE NO. 4

Mrs. H ansen. I discovered that  the House Committee reform bill 
that  was presented to the House, had Pet Xo. 4 under  the jurisdiction 
of the Energy  and Environment Committee. I have a suspicion tha t 
an attempt is being made to drain off this resource.

Mr. McK elvey. I am not aware tha t there is a d rainage  problem 
yet at least, Madam Chairman. I understand there are some leases.

Mrs. H ansen. But under the jurisdiction  of another committee the 
Pet No. 4 reserve may not be maintained.

Mr. McK elvey. The development of  petroleum reserve No. 4 cer­
tainly is an option t hat  the 'Government has, particularly  as it might 
be used for the Department of Defense or for the Navy itself.

It  would have the effect, if  it were developed for tha t purpose, of 
course, of freeing supplies of oil from other purposes for  public use.

Mrs. H ansen. But under the proposed reform the Armed Services 
Committee would have no jurisdiction over Pet No. 4.

Mr. McK elvey. Well, tha t certainly would be an option tha t the 
American people could consider. I have no knowledge, of course, as 
to how that  might develop.

Mrs. Hansen. It  has been stated that  the reserve would be drained 
off anyway when the Trans-Alaska pipeline is in operation.

Mr. McK elvey. I t certainly would not be drained off. No amount of 
adjacent development leases would be likely to empty it.
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[Discussion off the record.]
Mr. McKei jVey. That essentially concludes my summary, Madam 

Chairman.
GE OT HE RM AL  IN VES TIG ATI ONS

Mrs. Hansen. You  are requesting an additional $805,000 and 25 
positions for geothermal investigations. What are the details of this 
request ?

Mr. McKelvey. The $805,000 requested is for the purpose of classifi­
cation and evaluation of lands that are being considered for geothermal 
leasing. An additional $855,000, as I mentioned, would be reprogramed 
from funds previously requested for R. & D. We are not sure how large 
tha t will be, but it will be reprogramed from funds requested for 
R. & D. for the purpose of lease management.

But the increase here is prim arily for evaluation activities  centering 
on the establishment of Known Geothermal Resource Areas. As you 
heard from the Bureau of Land Management, the re has been a very 
large number of applications  for noncompetitive leases, about 4,500 
in fiscal 1974 and 2,000 additional expected in fiscal 1975. Many of 
these are overlapping. Our job, then, is to determine what areas  should 
be established as KGRA ’s for competitive bidding.

GE OT HE RM AL  LE AS E M A NAGEM EN T

Mrs. Hansen. You  state the $855,000 will be used for lease man­
agement activ ities from funds provided in the energy appropriation 
bill. Since these funds were to be used for geothermal investigations, 
aren’t you in fact requesting a reprograming of money you have not 
received yet ? 1

Mr. McKelvey. Tha t is right.
Mrs. Hansen. That  is a strange procedure. You request funds for  an 

item which has been approved by the House and now all of a sudden 
you are asking to reprogram those funds. Did 0MB change your 
mind ?

Mr. McKelvey. This is an adminis tration decision having to do with 
tha t very point of establishing the priorities.

Mrs. Hansen. Can’t 0MB make up their  minds? The committee 
was very thoughtful  and very careful and granted the funds you origi­
nally requested. The bill has not even passed the Senate.

Mr. Evans. Wha t are they taking the funds from ?
Mrs. H ansen. Will you explain this financial transact ion? I under­

stood the Office of Management and Budget  did rattl e papers but I 
didn ’t know they shook them.

Mr. McKelvey. The proposal is that those funds  be redirected from 
the rath er large increase that  was requested in the 1975 budget.

Mrs. Hansen. But you haven’t received the funds.
Mr. McKelvey*. Tha t is correct. We are simply asking tha t our 

request be revised.
Mr. Evans. From what to what ?
Mr. Stassi. Wha t we are asking is that of the $7.1 million that  is 

being added on for  geothermal R. & D. activity, up to approximate ly 
$855,000 be reprogramed from R. & D. activity into these areas.
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Mr. Evans. That  is interesting. Why was tha t decision made and 
who made it ?

Mr. McKelvey. As I say, it represents the admin istration’s final 
assessment of its priorit ies in the geothermal program. But I think  
also, Congressman Evans, it reflects some uncerta inty as to the rate 
at which our  activities in the field of lease management are going to 
develop. Several leases have just been sold. We don’t know how rap­
idly they are going to be developed and what our increase in workload 
will be, because it depends on industry activities down the road.

Mr. E vans. The policy decision, as I understand it, is to take this 
money out of research and development and put it into lease man­
agement and data collection.

Mr. McKelvey. Up to tha t amount, yes.
Mr. Evans. So you are deemphasizing research and development 

and you are emphasizing lease management ?
Mr. McKelvey. I  think  it is not much of a deemphasis in the R. & D. 

It  is a recognition of the possibility of an immediate need in lease 
management that had not been provided for.

Mr. Evans. Thank you, Madam Chairman.

GEOTHE RMA L ACREAGE TO RE LEASED IN  FISCAL YEAR 1975

Mrs. H ansen. How many acres of geothermal lands will be leased 
competitively and how many noncompetitively in 1975?

Mr. McKelvey. I understand that  approximately 300,000 acres will 
be offered for competitive leasing in 1975 and tha t there is an expecta­
tion of about 1,000 lease applications or the approva l of about 1,000 
lease applications tha t would involve roughly 2 million acres as non­
competitive leases in fiscal 1975.

Mrs. H ansen. Please explain the relationships between your work 
and the work of the BLM in geothermal leasing.

Mr. McKelvey. The Geological Survey, in the  leasing process itself, 
is responsible for the definition of KGRA’s and responsible for the 
evaluation of the  worth of t racts that  are to be issued by competitive 
bidding. Then we are responsible after  leases have been issued fo r the 
supervision of operations and the  collection of royalties.

acreage under lease and to be leased

Mrs. Hansen. How many acres will be under lease at the beginning 
of 1975 and how many acres will be leased du ring 1975?

Mr. McKelvey. I will ask Dr. Wayland if he can answer how many 
will be under lease at the beginning of fiscal 1975. I f we are unable to 
answer that, we can supply it for the record.

Mr. Wayland. I  have some incomplete figures on that  with me.
Mr. H astey. I t is about 25,000 acres a t the  beginning of 1975.
Mr. McKelvey. During  1975 there is the expectation of offering for  

lease by competitive bidding 300,000 acres.
Mrs. Hansen. That will brin g it to a total of 325,000?
Mr. McKelvey. 325,000.
Mrs. Hansen. You have some lands unde r lease currently.
Mr. McKelvey. But under noncompetitive leasing there is an addi­

tion of perhaps as much as 2 million acres.
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POWER FROM GEO THE RMAL LEASES.

Mrs. H ansen. W hen  do you exp ect  t he  firs t pow er to  be generated  
fro m g eothe rmal leases?

Mr.  McK elvey . There  are  al read y leases whi ch have been  issued . 
To  my knowledge explo rat ion has no t begun on any of the m as yet. 
I t is possib le th at  in the  Geysers  area  th at  the  dev elopment  of steam 
could begin wi thin a ye ar wi th consequent genera tio n o f el ect ric  power.

Mrs. H ansen. There is no g eother ma l development  in wildernes s or 
na tio na l p ar k a rea s ?

Mr. McK elvey . No.

FORMULATION  OF REGULA TIONS FOR MA NA GE ME NT  OF GEOTH ERM AL LEASES

Mrs. H ans en. Have al l nec essa ry o rde rs a nd  reg ula tio ns  been f ormu­
lated fo r the  m ana gem ent  o f the  g eothe rmal leases  ?

Mr . McK elvey . I  believe they  hav e, Ma dam  Ch airma n. Bu t, of 
course , we are  b eginn ing  a  new a ct ivity  here  an d I  have no doubt t hat  
addi tio na l ord ers  w ill be develop ed in tim e ju st  as they are sti ll being 
developed w ith  respec t to oi l and gas.

BID PROCESS PROCEDURE

Mrs.  H ansen. Mr.  Ya tes  had  a questio n ea rli er  w hen the Bu reau  o f 
La nd  M anage ment appeare d on the bid  p rocess an d the est ablishm ent 
of  the  costs. Mr . Yates .

Mr.  Yates. W ha t abo ut the process th at  the chair ma n was ask ing  
abo ut, D r. M cKelvey  ? W ha t is the  proce dure t hat you u nd er take  ?

Mr. McK elvey . In  est ab lishin g the value of leases ?
Mrs.  H ansen. Yes.

ADEQUACY OF STA FF

Mr. Yates. Do you have enough personn el to real ly est ablish value?
Mr.  McK elvey . Well,  to re all y esta bli sh  values------
Mr. Yates. In  o ther  wo rds , to do a g ood job, wh at you are  su pposed 

to do?
Mr.  McK elvey . To do a  good job, I  th in k t hat  wh at  we are  requesting  

wou ld give us  the  person nel ------
Mr.  Y ates. Bar e bones ?
Mr.  McK elvey . But  keep  in mind  th at  a good job in  th is  is very 

difficult to de fine in  the  fir st place.
Mr.  Y ates. Are  you do ing  a good en oug h job  to prote ct  the resources  

of  the  peop le of  the  Uni ted  St ate s ?
Mr.  McK elvey . Yes, I  th in k I  can  an swer t hat a ffirm atively,  th at we 

wou ld be able  to do th at .
Mr.  Yates. But  y ou don’t get  as much in form at ion as th e oil com­

pan ies  do, tho ug h, do you ?
Mr . McK elvey . I n  thi s pa rt icul ar  are a, if  we ju st  confine ourselves 

to the  geo the rmal------
Mr.  Y ates. You keep m oving  from  geoth erm al to  OCS to coal.
In  th is respec t I  can  see where you hav e a fig hti ng  chance  to hav e 

as much inform at ion as poss ible  abo ut leases  and wh at  is a good 
possibil ity  fo r geoth erm al d evelopm ent.
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APPRAISAL OF GEOTHERMAL POTENTIAL

Mr. McK elvey. We are dealing with a resource here tha t is difficult to appraise at this  point.
Mr. Yates . How  do you do it ?
Mr. McKelvey. There are several ways of doing it. In  an area such as the Geysers where there has been exploration and there is production, we can approach it in a way similar to tha t which we might use in the appraisal of an oil and gas field near production with some knowledge of the steam content of the reservoir, the pounds of steam per hour tha t can be reproduced from a well, the spacing of wells per acre and so on.
So in an area of that sort, we can approach it  in a pretty quant itative fashion. Sure, opinions would differ as to what the worth of an unexplored tr act  would be. Sti ll, it would be a quantitative approach in which engineers would all approach it in a r athe r similar fashion. Their  exact arithmetic might differ.
In  an area in which there is not such production, then we can identi fy what we call geologic indicators of the possible presence of high temperatures at  depth. I mentioned Hot Springs ear lier as being one of these. It  is an im portant one, but it  is by no means an infallible indicator of recoverable geothermal energy.
There  are some other similar geothermal indicators tha t we are developing knowledge of. They may play a considerably greate r importance in the future as we iearn more about them.
There is then the additional and very pragmatic approach of what private lands with geothermal prospects are selling for. You might say tha t is the marketplace indicator. It  can be a s ignificant one. In  some places i t may be the only one tha t we have tha t we would attach any importance to.

IMPORTANCE OF GEOTHERMAL ENERGY

Mr. Yates . How  much importance do you attach to geothermal energy as contributing toward a solution of our energy needs?Mr. McK elvey. Po tentia lly I feel th at it can make a considerable contribution. It  is infinitesimal in its contribution presently, but we believe there is reason to hope that over time it will contribute a few percent of our requirements for electric power, possibly even a few times that amount.
This is one of the big problems that we are concerned with in our total geothermal program. That is, evaluation of the national  resource potential. Presently there is a wide range of statements and estimates as to what that  potential might  be.
Several years ago I  represented the U.S. Government a t a meeting in an  advisory council tha t the United Nations formed in the general energy field. The director of the Ital ian  Geothermal Research I ns ti­tute at Pisa, at tha t time one of the leading or the leading research institu te in the world in this field, likened the potential for geothermal energy to that  for petroleum simply on the basis that  the broad tectonic belts with which geothermal energy is associated, are somewhat sim­ilar. They are not the same ones, bu t they are somewhat similar in thei r world distribution to those of petroleum.
Tha t certainly is a very far-out  estimate, but it was a thoughtful reflection on the pa rt of  a scientistwho had thought a great deal about the problem.
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That  is  a  po ten tia l th at , if  it  does exist, is way  down the roa d. But  
it  is cer tai nly one that we can ’t  ignore .

ENERGY IMPA CT  EVA LUA TION

Mrs. H ansen. Y ou  a re req uesting  an ad di tio na l $2.6 m illi on an d 71 
pos itions fo r ene rgy  impac t eva lua tion s. W ha t are  the de tai ls?  Are 
you goin g to  re prog ram these  funds  i f they  a re ap prop ria ted?

Mr. McK elvey . M adam Ch air ma n, I  have to confess—a nd  I  guess  
I  have alr eady  made th is confession a numb er of  t imes here before— 
th at  we have  been ha nd lin g the pr ep arat ion of  environmenta l im pact 
sta tem ents on  a reprog raming basis, if  you like, because a ll of t he  work  
th at  we hav e done  in th is field we hav e done  fro m ou r regu lar 
ap prop ria tio ns .

As I hav e ind ica ted  to you in pre vio us hearings, while it  ha s been 
picked  up  fro m b its  and  pieces  here  and th ere , in  sum th is  has  am oun ted  
to a s ubsta nti al figure. In  1974 we estima ted  th at  th e cost of pr ep ar ing 
env ironm ent al ana lyse s and environme nta l assessments and envir on­
menta l impact sta tem ents to mee t t he req uir em ents of N E PA  were  o f 
the or de r of a bout $3.2 mill ion.

W ha t we are  look ing  a t are  r equ ireme nts  fo r env ironm ent al im pact 
sta tem ent s th at s imply  canno t be squeezed out o f that turnip.

As the commit tee discussed wi th the Bu reau  of La nd  Ma nag ement , 
there are  a gr ea t m any leases alr eady  ex ist ing  on whi ch there  h as  been 
no dev elopment  a nd  now, all of  a sudden , we a re ge tti ng  pr oposa ls fo r 
development  of new m ines—fo r coal, f or  exam ple.  T he  N EPA  re qu ire ­
ment at  th is stage fal ls on the Geological Surve y to meet because the  
ma jor  F ed era l act ion , wi th a signific ant  im pact on t he  en vironment,  is 
the  appro va l, for example, of a mini ng  p lan or a requ est to  develop a 
new mine.

PREPAR ATION OF EN VIR ON ME NT AL  IM PA CT  STA TEMENTS

Mr.  E vans. I  noti ce on one of the pag es of  the jus tifi cat ion s you 
sta te,  “F or  example, there are more th an  700,000 acres of coal lan ds  
unde r lease, less th an  9 perc ent o f which  a re pre sentl y act ive .”

I f  any po rtion  of  th at  which  is not active now becomes active, wou ld 
sep ara te en vironmenta l st ate ments  have to be  filed ?

Mr.  McK elvey . An  env ironm ent al sta tem en t of some kind  would 
hav e to be prep are d.

Mr. E vans. W lio wou ld pr ep are those—you peo ple  o r t he  lessee?
Mr. McK elvey . We would. I t ’s re quired th at  the  G overnment do it. 

The lessee contr ibu tes  an im po rta nt  p hase . F ir st  o f all,  h e h as  to  sup­
ply  a very de tai led  mini ng  pl an  and his descr ipt ion  of  w ha t t he  co n­
sequences of  th a t will be.

We  ask  also t hat the y supp ly in form ati on  on othe r consequences  o f 
wh at the ir  pr og ram wil l be.

PROVISIONS OF NE PA

Mr.  E vans. You hav e to  file impact sta tem ents on those ex ist ing  
leases  th at  are  goi ng into  production now? I t ’s the  law, isn' t it?
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Mr. McK elvey. Yes. Fi rst  of all, the language in th at act concerns 
a major Federa l action with a significant effect on the environment. 
Of course, those terms are not easily defined, bu t thei r meaning has 
gradually been established.

Mr. E vans. W hat positive action does the Government have to take 
to permit  these existing coal leases to go into production? Do they 
have to get mining permits or other permits?

Mr. McK elvey. They have to furni sh a detailed mining plan and 
reclamation plan tha t must either be modified to meet our require­
ments or, when it is in acceptable form, be approved.

Mr. Evans. This is what there has to  be, an act to bring  it under the 
environmental impact statement.

Mr. McK elvey. The initial  step is an environmental assessment to 
see if in fa ct this  is a major Federal action with a significant effect on 
the environment. I f  the conclusion from tha t assessment is a positive one, then an impact statement must be prepared.

Mr. Evans. Would you see all such actions as major ?
Mr. McK elvey. I  am afra id tha t nearly all actions in this area are going to have tha t result .
With  respect to coal, and certainly coal to be mined by surface 

methods, this is true.
Mr. C oulter. There is another caveat in the bill t ha t it  has a signifi­

cant. impact on the environment or is of a controversial nature. Despite 
the impact, i f i t is indeed a subject of  public controversy, then an im­
pact statement is also required.

Mr. Yates. I s this true  of leases tha t were entered into in 1961 ?
Mr. McK elvey. Yes.
Mr. Yates. At the time they entered into leases with the Govern­

ment, they received certain rights  to go ahead, did they not, and to 
proceed with the development of the proper ty ? Have those rights been 
changed by subsequent legislation ?

Mr. McK elvey. No, not really, sir. The leases always required th at 
their plans be approved by the  Government. This is simply a step in 
tha t process. The Secretary made the decision at a rather early stage. 
As f ar as I  know, i t has not  been contested.

Whether each individual lease will require an impact statement  is 
something else again. I t’s possible tha t several leases in the same area 
can be treated with a single statement. In one way or another, when 
the conclusion of the assessment is that an impact statement is required 
to meet the provisions of  NEPA, then one has to be prepared.  These 
are substantial studies and I am sure you have seen some of them.

Mrs. Hansen. Yes.
Mr. McK elvey. They are several hundred pages in length. It ’s a very 

large order. Ju st the potential tha t we are looking a t now in coal is 
about 17 of  the leases w’here requests are pending or we have learned 
that  they are likely to  be made in the  near  future.

Mr. Yates. Are these new leases or old ones?
Mr. McK elvey. They are old leases. The new leases would be covered 

by the Bureau of Land Management. We would contribute, but the 
responsibility is with the  agency that, has the major action. The ma jor 
action on existing  leases is the Geological Survey’s responsibility.
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PREPARING AND REVIEWING ENVIRONMENTAL IMPACT STATEMENTS

Mrs. Hansen. You state tha t enviromental assessments have been 
formerly done by redirecting  your professional staff. How many man- 
years and dollars has this involved ?

Mr. McKelvey . This has involved about $3.2 million in fiscal 1974. 
I am not sure about the man-years. Henry, can you speak to  that?  If  
not, we can supply it.

Mr. Coulter. Th is would be about 90 man-years.
Mrs. H ansen. What accounts did you take  those people and funds 

from?
Mr. McKelvey . We took it  from here, there , and elsewhere, Madam 

Chairman. Mostly those people who are involved necessarily represent 
a wide range of specialties. So we l ift  them from wherever they are, 
and their salary comes with them. Some come from our Wate r Re­
sources Division, some come from the Conservation Division, some 
from the  Geologic Division, and so on. This is the first time, as I  say, 
tha t we have come before the committee with a request for help to meet 
this responsibility.

Mrs. H ansen. H ow much of th is work will be carried out in-house 
and how much by contrac t ?

Mr. McKelvey . Virtually all of this work, Madam Chairman, would 
be done in-house.

WORKLOAD ASSUMPTIONS USED TO JUST IFY  AMENDMENT REQUEST

Mrs. Hansen. You list many projects for which environmental 
statements are expected to be required. Wha t additional workload 
assumptions were the basis for this  request?

Mr. McKelvey . Tha t represents the principal basis.
Mr. Coulter. We do have contributions to statements prepared by 

other Interior  agencies.
Mr. McKelvey . Right. But it ’s p rimarily the anticipated load for 

environmental impact statements tha t are involved.
Mrs. Hansen. Obviously you did not study the Navajo Ind ian lands 

in the uranium mines areas.
Mr. McKelvey . No. Tha t would have been the Bureau of Indian 

Affairs responsibility. We might have been called on fo r some assist­
ance, bu t I am not aware of any request. This  is the uranium permit 
to Exxon?

Mrs. H ansen. Yes. This article was in the Washington Post. I am 
sure you saw it.

Mr. McKelvey . I  am not familiar with t ha t article.
Mr. Yates. I t was on lung cancer.

ARCTIC ENVIRONMENTAL STUDIES

Mrs. H ansen. You are requesting an additional $400,000 and seven 
positions for the Arctic environmental studies. Will you please justify 
this request. Wha t is the basis for requesting tha t these funds not be 
reimbursed by Alyeska ?

Mr. McKelvey . The basis for that , Madam Chairman, is that this 
is work that is not essential to the construction of the  pipeline. This is
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an opportun ity for the Government to learn from the construction of  
the pipeline.

Mrs. H ansen. In other words, as you monitor the  pipeline, you are 
doing some additional research with those findings? Is that correct?

Mr. McKelvey . Tha t is correct. We expect to be able to use tha t in ­
formation in evaluating other corridors tha t may be proposed for  pipe­
line development in the Arctic.

In  the course of the evaluation of Alyeska’s proposal and the prep­
aration  of the very substantial impact statement tha t was prepared at 
tha t time, we made a good many judgments as to how land would re­
act when subjected to this kind of stress—permafrost in part icular 
judgments tha t represented our best knowledge at the time, but  judg­
ments tha t can now be tested and observed. The work that is going to 
be done, if we are there to take advantage of it, will give us a substan­
tially  improved base of knowledge for decisions down the road.

Mrs. Hansen. Bu t there was an item deleted by the OMB of $450,000 
from the regular budget presentation.

Mr. McKelvey . That was the par t of our budget tha t was reimbursa­
ble by the pipeline company.

CONTRACTS

Mrs. Hansen. Wha t contracts will be involved in this work ?
Mr. McKelvey . There will be some helicopter contrac ting and simi­

lar service activities. Tha t would be it. As far  as the manpower is con­
cerned, it would be mostly in-house and it ’s important tha t it be this 
way because, as I said, this is the Government’s oppor tunity to  learn.

ocs lease management

Mrs. Hansen. You are requesting an additional $2,050,000 and 30 
positions for OCS lease management. You s tate the number of acres 
under lease will double in 1975, yet this is only about a 25-percent in ­
crease. How do you explain this ?

Mr. McKelvey . The increased load on us from the accelerat ing leas­
ing and lease management will hit largely in later years. You notice 
tha t in the companion increase for  the  Conservation Division related 
to offshore evaluation, we have a request for a very large increase of 
some $8.7 million. Tha t represents a vei-y substantial increase in the 
lease evaluation area. That is what is going to hit us immediately.

On the management side of it, tha t will impact mainly in future  
years as drilling commences.

ADEQUACY OF REQU EST

Mrs. Hansen. Will the $2,050,000 request fully provide you with 
the capability to effectively enforce all rules and regulations in the 
OCS?

Mr. McKelvey . We believe it will, Madam Chairman. Here again 
we are dealing with a problem of a rather subjective nature,  where it ’s 
difficult to decide just  what is enough. It  involves inspections and how 
many inspectors do you have, and that  sort of thing. We are still in a 
developmental stage in this area.

Mrs. Hansen. I n other words, present estimates of workload indi­
cate you would not require more than the 25-percent increase?

Mr. McKelvey . Tha t is what we think.
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DATA AC QU ISITIO N ON TH E OCS

Mrs. Hansen. You are requesting an addit ional $8.7 million and  140 
positions for OCS resource evaluation. How much of th is will be for 
data  acquisition and how much for personnel costs relat ing to 
evaluation ?

Mr. McKelvey . For data  acquisition, I believe it ’s of  the order  o f 
$6 million.

Mrs. Hansen. Is tha t sufficient ?
Mr. McKelvey . Yes. Tha t is relatively  proportional to the costs 

tha t we have been encumbering fo r thi s purpose as fa r as the number 
of acres leased in the past.

PROCEDURE FOR ES TA BL ISH ING FAIR MA RK ET VALUE

Mrs. H ansen. There has been some criticism recently concerning 
your procedures for establishing “fa ir market  value.” W hat changes 
have been made in the past several months to improve these pro­
cedures? Does this request provide you with all tha t you need to 
prepare  accurate, fair  market determinations ?

Mr. McKelvey . I believe it does, Madam Chairman, to the extent 
tha t we continue to follow the historic procedures in which drilling 
itself—which is the only sure way of determining whether oil is 
present, and if so, how much—is done a fter  the  lease has been issued 
and is done by private industry.

NE W TE CH NIQU ES  FOR DETECTION OF OIL AND GAS

Mrs. H ansen. As I mentioned earlie r there was a lengthy repor t 
on television the other night about new techniques tha t the indus try 
has developed to determine, prior to bidding, the  amount of  resources 
in a particular  tract or area.

Mr. McKelvey . Tha t is a very new important development. I t’s 
known under various names. One of the most common ones is the 
bright spot technique. They use tha t term because on seismograms 
tha t are processed to bring out th is effect, there appears  a brig ht spot 
tha t in many cases represents the occurrence of gas—sometimes oil, 
but it ’s most effective in reflecting the presence of gas.

This is going to have a very grea t effect in improving the  efficiency 
of oil exploration. At the present time, even tha t method, useful as 
it is. is not infallib le. There are dry holes on bright spot identifications 
as of right now.

So, i t’s not 100 percent effective, either in the sense that a bright 
spot always represents the presence of hydrocarbons or in the sense 
tha t all hydrocarbon accumulations will be reflected in a b righ t spot.

GEOLOGICAL SURVEY TE CH NIQU ES  DEVELOPED FOR RESOURCE DISCOVERY

Mrs. Hansen. W hat technique is the Geological Survey developing 
to give you a better knowledge of the resources ?

Mr. McKelvey . We are able to buy brigh t spot seismic data. In 
the last  sale, just a few weeks ago, we had been able to cover almost all 
the tracts with brigh t spot seismic data before the sale was held. 
I have not yet received an analysis of how the t racts on which bright

35-650  0  -  74 - 10
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spots were identified, how they fared in the bidding. But as the Bu­reau of Land Management mentioned in thei r testimony, only about half  of the leases tha t were offered were bid on a t all. It  is quite plain tha t the companies were highly selective in choosing those tract s in which they recognized the greatest promise. We unders tand tha t brigh t spot identification constituted a principal part of thei r selec­tion process. Now we are  able to buy those data and they are expen­sive, but still we are utilizing that  technique ourselves.
I might say, Madam Chairman, tha t we a re proud of the  fact tha t we developed a somewhat similar method ourselves which has a much greate r application  on land than it does offshore. W ithout  going into the deta ils of it, the br ight  spot phenomenon is a reflection of the fact that, gas is very much lighter than water. That  very same property  in some fields can be used by a direct measurement of grav ity. One of our people, Thane McCulloh, has done considerable work in the develop­ment of gravi ty technology and the direct identification of hyd rocar­bons by th at method. But I say, tha t technology is not very useful at this point offshore.
Explo ration  technology is developing and it is important tha t it continue to develop. The easy prospects tha t w’ere identified by oil seeps at the surface in the old days are gone. I t is important tha t the exploration technology and its effectiveness be improved. I  think  this bright spot technology itself certainly is th e brightest new develop­ment in this area. I think it is a very significant one.

OIL SHAL E LEASING

Mrs. Hansen. You  are requesting an additional $650,000 and 14 po­sitions fo r oil shale leasing. Why were not these requirements known at the time the original budget was prepared ?
Mr. McK elvey. Madam Chairman, you may recall tha t the de­cision to have an oil shale leasing program and then the sale itself were not made until about the time that  the President ’s budget was being wrapped up at  the end of 197,3.
Mrs. Hansen. But you have money in the 1975 budget fo r the explo­ration and discussion of the problems involved with oil shale on water. I would presume you would have to have answers on this prio r to doing any leasing of the oil shale lands.
You know, you have to have those answers.
Mr. McK elvey. T hat  is true. It  was just,  Madam Chairman, tha t the development of that oil shale leasing program was in flux at the time the  President’s budget was finally pu t together. Then it was not really known until the sale itse lf as to what i ndus try’s interests would be. You will recall the previous attempt at leasing. No leases were made.

PROTO TYPE LEASES

Mrs. H ansen. You  have to develop answers on what to do with the spoils, on the amount of water that is necessary, and what happens to the water in that area. I  don’t understand why you need $650,000 and 14 positions to proceed with leasing until you obtain the results of your prototype leases.
Mr. McK elvey. The management par t of th is is related to the proto­type leases.
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Mrs. H ans en. H ow  m uch  i s r ela ted  to t he  protot yp e and how much 
is rel ate d to fu rthe r leasing whi ch I do n’t th in k th is  com mit tee  has 
appro ved ?

Mr. Stassi. $360,000 i s fo r ma nag ement  o f those pro totypes.
Mr. Mc K elvey. T he  r em ain der, th e $290,000 is fo r e valuat ion .
Mrs. H anse n. You  hav e sta ted in pre vio us hear ings  th at you  are  

going to  w ai t on the result s of  the  prototyp e leases befor e pro cee ding 
wi th any ad di tio na l leases.

Mr. Mc K elvey. That  is rig ht . Th is is pa rt ly  rel ate d to  evalu ation  
of  leases th at are being  conside red fo r exch ange . You  know , th er e is 
an exchan ge or  the re  ar e exchange p rop osa ls wi th some companies th at  
have sca tte red  pr ivat e lan ds  and then  offers  are being made to  ex­
cha nge  Fe de ral lan ds  of  equa l va lue  so th at the y can  put toge ther  a 
min able trac t. The same is tr ue  wi th t he  St at e of  Uta h.

OI L SH ALE TR AC T LE ASI NG

Mr.  E vans. May  I  d ire ct a ques tion  to  th at issue?  I  am to ld  that the  
companies th at  b id  in on th at  firs t 5,000 acre  t ra ct  are  also owners of 
ad jac en t pr ivate lan d th at  c ontains oil shale. My question is:  Do you 
know wh eth er or no t t hi s is go ing  to  be  a  dev elopment  confined to  th e 
5,000 ac re tr ac t th at  was leased by the Fe de ra l Gover nment  or  is th is 
going to  be 5,000 acres o f Fed era l lan d combined wi th un told thousands  
of  pr ivate acreage  ?

Mr.  Mc K elvey. I  will  ask  Dr . W ay land  to spe ak to th at . I  believe 
th at  in at  lea st one of  the are as  there are  some pr ivately he ld lan ds  
ad jac en t or  nearby .

Mr . E vans. Wh ere  p riv ate acreage fa r exceeds the 5,000 acres u nd er  
th is  one lease?

Mr. W ayland. N ot immedia tely ad jac en t t o eit he r of  t he  Col orado 
leases. Th e firs t lease  which was bid in  by St an da rd  of  In di an a and 
by G ul f is p re tty  well surro un ded by othe r Fe de ra l lan ds  t hat are not 
ava ilab le. Now there are  some sma ll hom estead  patche s in th at  area. 
I t is possible th at  they  will  be exchanged . But  th e plan  t ha t was filed 
wi th  us does no t invo lve any No n-Fe deral  lan ds  fo r G-ulf o r Amoco 
ope rat ions.

Mr.  E vans. H ow  abo ut th e o the r?
Mr. W ayland. Th e othe r is Atla nt ic  She ll, As hlan d an d Tosco. 

Tha t is th e deep lease. I t  is no t fa r fro m hom este ad lan ds  b ut  th ey  are  
tra ct s of  160 acres  each . Th is is a  5,000 acre lease. Th us  untold  ac reag e 
being ava ilable  to  the m fo r exp ans ion  is no t so. W ith respec t to the  
Utah leases , the State of Utah is now ta ki ng  s tep s to make ava ilable  
some adjac ent acre age or  acre age nearb y to  the  two Fe de ra l oil sha le 
leases  w ith  the  idea th a t a m ore viab le opera tion might  r esul t by  some 
arrang em en t betwe en the  lessees.

We  reco gnize righ t now th at the two  leases  in U ta h are bo rderl ine  
as to  whe the r th ey  can  make a go  of i t on th ei r own. Th erefore, in such  
a case as that  it migh t be a very good th in g in orde r to  get  an economic 
feasib le opera tion to  be able  to add a f ew ad dit ion al  t ra ct s onto a  F ed ­
era l lease. T he  law  sim ply  p ro hibi ts any F ed eral  leases fro m exceeding 
5,000 acres , th at  is F ed eral acres in  the possession of any one company.
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It  doesn’t say th at additional State  or  private oil shale lands cannot also be operated i f they are controlled by the same lessee.
Mr. Evans. Thank you.

GSA SPACE RENTAL

Mrs. Hansen. Wha t is included in this request for GSA space rental ?
Mr. Stassi. There is no specific request for  GSA space rental. Tha t was included in our original  budget. However there may be some needed for these additional 287 positions but I don’t have tha t specifically identified.
Mrs. Hansen. Please identify  these costs, and insert a statement on these costs in the record.
[The information follows:]

GSA  Space Costs  I ncluded in  A mend me nt

No specific amounts are  identified nor earmarked  in the amendment for  GSA space costs. However, to the  extent that  add itional space is required for  the additional personnel being requested in field locations such space would be acqui red eit he r thro ugh  GSA or thro ugh  our own efforts depending upon the location of the space. This  space cost is estimated to cost approximately  $50,000 yearly.
Mr. Wayland. Could I re turn to the previous item ?
Mrs. H ansen. I just  want to make sure tha t we identify all GSA space costs. I don’t trust GSA from here to here.
Mr. Evans. Let the record show tha t th at was from the chair to the table.
Mrs. Hansen. You would think  GSA was renting the Palace of Versailles out in some of those places in the West.

OIL SHALE EVALUATION AND CLASSIFICATION

Mr. Wayland. I  think there is a possibility of some misunderstand­ing here with respect to the evaluation par t of the oil shale package. The funds needed for evaluation are pu t in for two purposes in addi­tion to a small amount looking toward future  exchanges. The bulk of the funds will be used in support of the management engineers—in other words these will be geologists who will work with the engineers in evaluating  the results of the development d rilling and doing the geological side o f analyzing the mining plans. The other part of th is package is that  these people will also do on a time available basis some systematic mapping for classification of oil lands  not yet under lease with the idea of delimiting rath er sharp ly those lands th at are oil shale lands from those lands tha t are not, because under old law and regulations lands classified as oil shale are denied development for other minera ls except oil and gas and sodium. This is a deferred type of oil shale classification activity which is causing problems to other industries in some cases.

DEVELOPMENT OF OIL SHALE LANDS

Mr. Evans. Do you have other people who want to develop the lands for other purposes?
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Mr. Wayland. Yes, for example the re are some oil shale lands in 
Wyoming we have to call oil shale lands although we know they  are 
very poor oil shale lands. There are some coal operators  who cannot 
get coal leases for those lands because they  are oil shale lands. I t  is 
up to us to do work in those areas where they are of such quality th at 
we can classify them permanently as oil shale and deny coal leasing 
or classify them as nonoil shale lands  and remove the problem to the 
coal utilization.

NEPA STATEMENTS FOR COAL MININ G

Mr. Evans. I  yield to you, Mr. Yates.
Mr. Yates. Dr. McKelvey, are companies that are now mining coal 

required to file an EIS  statement, too ?
Mr. McKelvey. They are required to request permission to under­

take new activities to revise thei r mining plans, or whatever like activ­
ity may be involved. But for an existing mine, and I thin k perhaps 
tha t is what you are getting at, for an existing mine proceeding by 
plans that  were approved prior  to  NEP A, no s tatement needs to  be 
prepared.

Mr. Yates. You say none needs to be prepared ?
Mr. McKelvey. Tha t is correct.

TECHNIQ UES FOR ACQUIRING AND EVALUATING DATA

Mr. Yates. What techniques does Geological Survey currently use 
to acquire and evaluate data on the federally-controlled coal reserves?

Mr. McKelvey. Two primary  techniques; one, we acquire a certain 
amount of data through our own mapping and sampling. In  some 
areas this includes drilling. Then, i f th e land is under lease the lessee 
is required to turn over his information, his basic data, whatever in­
formation he has on the characteristics of the coal.

Mr. Wayland. If  I  could add a word, the operations of oil and gas 
lessees provide logs which in some instances can be interpreted to give | 
us coal information .

Mr. Yates. Are they required to turn  such information over to you ?
Mr. McKelvey. The lessee is so required.
Mr. Yates. Is this true of the OCS as well ?
Mr. McKelvey. Yes.
Mr. Yates. Under the terms of the lease ?
Mr. McKelvey. Yes.

TECH NIQUES FOR ASCERTAINING VALUES OF OCS TRACTS

Mr. Yates. What are the techniques you use to ascertain the value 
of the OCS trac ts offered for  sale? In  response to Mrs. Hansen’s ques­
tion you talked about the seismic charts you were purchasing. Tha t is 
obviously one technique.

Mr. McKelvey. Yes. There are two primary sources of information.
One is geophysical surveys, most of which we purchase from seismic 
service companies and other geophysical service companies. The  other  
is information that  is turned over to us from lessees in nearby areas.
The combination of those two kinds of informat ion is used to build  up
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our bes t proje ction  of the  geolog ic env ironm ent  of the lease and the  
prospect that  it m ay contain oil  and  gas.

ADEQUACY OF GEOLOGICAL SURVEY STA FF TO PROTECT INTE REST  OF 
AM ERICAN PU BLIC

Mr. Yates. Do you believe th at  Geological Surve y is able  to  do 
an adequa te job of  prote cti ng  the  int ere sts  of the Am erican  peop le 
wi th the  staff  and bu dget t hat  you hav e ?

Mr. McK elvey . Yes, Con gressman Yates , I  th in k we can. Ag ain , 
keep in mind th at  the  eva lua tion pro blem here is very difficul t and 
very uncerta in,  b oth  fo r us and fo r the comp anies . I hav e oft en  said , 
maybe I  have  even said  it  h ere,  th at  ou r problem is no t ju st  to de ter­
mine th e value of  a  p ig  in  a poke, it  is  th e value of a poke th at  m ay or 
may not con tain a pig . Tha t is difficult fo r everyon e to do.

Mr.  Coulter. Could  I  say one more th in g on th at ? Th ere  is a lot  
of confusion and a lot  of crit icism  due to the  con fusion betw een the  
fa ir  mark et value of a tr ac t and the hi gh  bid . On  fa ir  marke t value 
we have h ad  quite good experience in hi tt in g very close to the  ave rage 
of  b ids. There  is no way  in the world , no r wou ld we ever at tempt  to 
estimate or  to acco mmodate fo r all the reasons th at  an ind ividual 
company may come in fo r a bid  th at  is much high er  th an  the  fa ir  
ma rket value. The fa ir  m ark et valu e t akes care of  g et tin g an adequa te 
re tu rn  fo r the resource. Th e high  bid may be pred ica ted  on the lo­
cat ion  of  a com pan y’s process ing  fa cil itie s, on a whole series  o f thin gs . 
Tha t aspect,  the  difference between the fa ir  marke t value and the  
high  b id price is tak en care of by the com pet itive aspect of the  lease 
sale. Many peop le who cri tici ze the system say , “W ell,  your fa ir  
mark et value  was only ha lf  o f w ha t some c ompan y b id fo r th is lease .” 
We  are  no t tryi ng  to guess  the  hig hest price they  wou ld conc eivably 
bid. We ar e t ry in g t o se t th e minim um acceptable value  th at  rep resent s 
a fa ir  r etur n on the pa rt icul ar  lease. We  h ave  h ad  good experience  in 
com ing at  the  a verage  of  b ids  on each  indiv idua l tra ct , bu t never the  high  bid.

DEV ELOPMENT OF COAL RESOURCES

Mr.  Yates. Dr . McKelv ey, sho uld  ou r coal resources be deve loped 
to  a much gr ea te r ex ten t th an  is prese ntly be ing  done in view  o f the 
energ y cr isis  ?

Mr. McK elvey . I  wou ld say there are policy judgme nts  invo lved  
here th at  I  th in k the Am erican  publi c as a who le is rea lly  go ing  t o 
have to address . I  w ould  r eal ly no t a tte m pt  to  answe r t hat q ues tion  in 
a dir ect way. I can say thi s, th at  unde r consider ation now in Proje ct 
Indepe ndenc e, the  adm in ist ra tio n is t ry in g to  define just  wha t P ro ject  
Indepe ndenc e o ug ht  to be  a nd  how i t would be achieved. The t radeof fs 
between the  develop men t of  coal and nucle ar energ y an d so on  a re  be­
ing  examined .

He ar ings  will be held  a t some po in t in the  de velopm ent  of  th is  pla n. 
I  th in k th at is ve ry ap pr op riate because basic ally it  is the  Am erican  
peop le th at  are  go ing  to  have to  decide which of  th e basic tradeo ffs 
are  acceptab le. Am ong them are  th e ones Ma dam Ch airm an  spoke 
about du ring  t he  BL M tes tim ony , the  m at te r of  energy  c onserva tion .

I  have sa id in  a  numb er of  speeches du ring  the  l as t ye ar  o r so t hat 
when we sea rch  around  to  try  to find who to  blam e fo r the en erg y cris is,
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let’s keep in mind the Pogo comic st rip  o f a number of years ago in 
which Pogo reported tha t we have identified the enemy and they are 
us. Well, we are the ones that are continually using more energy. What 
has happened is not really tha t energy production has diminished. It  
is tha t energy demand has overtaken our ability to keep up with these 
so-called new requirements, many of which are s imply wish require­
ments on our part as individuals.

Mr. Y ates . Have we undertaken the planning tha t is necessary for 
meeting Projec t Independence?

Mr. McK elvey . This is in process currently. The Federal Energy 
Administration has organized what is called Project Independence 
Bluepr int, a very large effort, to examine all o f the  alte rnatives to see 
what the constraints  are and the kind  of thing th at you were all t alk ­
ing about ear lier, whether manpower and equipment and so on repre­
sent limitations tha t a re going to constrain  the development of OCS 
land or the development of coal resources and so on.

LE ASI NG OF 10  M IL L IO N  AC RES ON  OCS IN  19  75

Mr. Y ates . Aren’t you going ahead without the planning?  Haven’t 
you already decided that you are going to lease 10 million acres in  the 
Grulf regardless of whether you have the manpower, the rigs, regard­
less of whether you have the raw materials  for doing it ?

Mr. McK elvey . Well, the President announced in his J anu ary  mes­
sage, I believe it  was, that it was the Government’s plan  to accelerate 
leasing to 10 million acres in 1975. But at the same time an environ­
mental impact statement is now being prepared on t ha t as a major 
Federal action wi th a significant effect on the environment.

Mr. Y ates . Shouldn’t the environmental impact statement have been 
prepared before the 10 million acres were announced?

Mr. McK elvey . I suppose there has to  be a decision o r a proposed 
decision before there is a call for the impact statement in a formal way. 
Tha t is what has happened. I t is conceivable to me, and certainly th at 
is also one of the purposes of preparing  an impact statement,  tha t t hat  
might reveal reasons why tha t is not a good decision.

But for the Government still to accomplish that, it has to lay plans 
tha t would allow it to carry out that program if alternative ly i t turns 
out to be a very good decision.

Mr. Y ates . I will yield to Mr. Evans.
Mr. Evans . In  the process of deciding policy to lease 10 million acres 

in calendar year 1975 on the OCS, were you or your offices asked for 
your opinions about how much accelerated leasing could be done? 
Were you asked what would be the maximum, the minimum, the op­
timum and what  the problems were that  would be involved ?

Mr. Y ates . In  short, how much research did you do for the White 
House before that sta tement came out ? Is n’t that it  ?

Mr. McK elvey . We were asked for our opinion about how leasing 
could be accelerated and what would be the effects of acceleration a t 
various levels. All of Interior, I  am sure, and FE A were asked at th at 
time, too.

Air. Evans . A t the time you were asked this question, was the 10 
million figure proposed to you, or was this under circumstances where 
you were to come up with a suggested figure which they would con­
sider ?
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Mr. McK elvey. We  did both.  B oth  happene d.
Mr. E vans. W hic h came first ?
Mr. McK elvey. The ques tion  o f how lea sing could be acce lera ted.
Mr. E vans. T o a  given  f igure?
Mr. McK elvey. To wh at levels w ould be poss ible.
Mr. E vans. Di d the y come to you say ing , “W e thou gh t we wou ld 

like to  acce lera te to 10 mil lion  acres. Do you th in k we can ? Or how 
much of  th is do you th in k we ca n? ” Or did they  come to you and 
say, “We  wou ld like  to acce lerate. W ha t is the opt imum  figu re we 
could accelerate to ?”

Mr. McK elvey. A s I  say, it  beg an wi th the question of  how much 
acceler ation wou ld be possible. We pa rti cipa ted in discussions of  that  
ques tion.  We  alw ays  had an op po rtu ni ty , wi thin the  la tter  in the de­
velopment of discussions and the  bas is fo r th e Pr es iden t’s discuss ion 
to rea ct to  specif ic figures.

REACTIO N TO 10  MILLION  ACRE LEA SING GOAL

Mr. E vans. Did you rea ct fav orab ly to a 10-m illion -acre goa l?
Mr. McK elvey. Con gressman Ev ans, I  hav e to say th at  10 m illion 

acres  seems like  an enormous goal  to meet,  one th at  w ill be very diffi­
cult  to  achieve.

We  a ccept it  as a goa l and are  goi ng to do our very best  to achieve 
it in a f ul ly  s ati sfa ctory man ner .

Mr. E vans. Y ou s tat ed  t ha t very gra cefully . Our  f rie nd  from BL M 
is here . W ould he resp ond  in  an y dif fer ent f ash ion ?

Mr. I I astey. No. We work very ca refu lly  wi th Geological Survey . 
We came ou t abou t the same way.

Mr. Y ates. Le t me follow th at  up.  Do you  hav e any da ta  which 
would ju st ify your  proje cti ng  an est imated lease of  2 mi llio n acres  
in t he  soca lled fron tie r a rea  ?

Mr. McK elvey. We  are  in th e course of  a cq uir ing  d ata .

DRILL ING  OFF  COAST OF WA SHING TO N

Mr.  Y ates. Y ou are goi ng to  dr ill  off th e coas t of  Wash ing ton , are n’t you  ?
Mrs.  H ansen. The y di d d ril l a t on etime .
Mr.  McK elvey. I t is no t l ikely . I t  w as dr ill ed  once. Th ere were d ry  

holes and $32 mi llio n wo rth  of leases. Ho w ma ny dr y holes were  the re?
Mr.  W ayland. Sev eral .

DR ILL ING  IN  GU LF OF ALASKA

Mr.  McKelvey. One  of  the areas th at is be ing  con side red is the 
Gu lf of  A laska,  where  a c ons iderab le am ount of  in for ma tio n ha s been  
acquire d. Th ere  was a proposed sale  in the Gul f of  Alask a several 
years  ago, bu t it  didn ’t come off. The re  a re  a lot  o f se ismic  surveys.

Mr. E vans. I  thou gh t th at  Alaska  t ra ct  was supposed to  be  one of  
the most hazard ous environmenta lly .

Mr. McK elvey. I t ce rta inly  is  one  t hat poses difficu lt p roblems.
Mr. E vans. T hat  s til l isn ’t  incl uded in the 10 milli on acres you  are 

going to  offer fo r lease ?
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Mr.  McK elvey . No. No t un til  it  is evalu ate d as be ing  acc eptable 
fro m an env ironm ent al s tan dpoin t.

The work th at  will  go on in  the Gul f of  Alask a th is  sum mer and 
next will  in lar ge  par t be directed  no t so muc h at  th e evalu ation  of  
the pro spe cts  fo r th e occurrence of  pet rol eum —many  very prom ising  
pro spects  hav e alr eady  been  iden tified there—but at  th e envir on ­
menta l consider ations th at  will  make poss ible  th is  final  judg men t as  
to  wheth er th at is an are a in which pe tro leu m development  can  be 
con duc ted in an acceptab le fashio n.

USE  OF IND USTRY DATA

Mr. Yates. In  response  t o a questio n of  min e in the he ar ings  th at 
ap pe ar  in part. 1, page  39, somebody who p repa red t hi s sta tem en t said 
th is  on page  40:

The Government’s predilection aga inst giveaw ays can  only be its judgmen t of 
prospective value  based on a probabi lity of discovery being made in a given tract. 
This  judgment is made by the  Geological Survey, usua lly using the  same geo­
physical surveys and geological information  as  the bidding companies.

Is  th at true ?
Mr.  McK elvey . Very often th at is true , yes.
Mr.  Yates. H ow oft en  is very of ten ? How oft en  do you use the 

same inform at ion that  the bidd ing compa nies  use ?
Mr. McK elvey . I  am no t able  to  giv e you  a  p erc entag e figure . Th is 

is wh at happ ens and to  an inc rea sin g ex ten t in rec ent  yea rs. The 
pr incipa l b asis  fo r t he  ev alu ation  is seismic surv eyi ng. Th is is done  by 
serv ice companies.

Mr.  Yates. You don’t spe nd ne ar  th e mon ey pr ivate com pan ies do, 
do you ?

Mr. McK elvey . Very  oft en we spe nd the  same amount because the  
da ta  are  acq uired under wh at is called a group shoo t, in whi ch 30 or 
40 com panies will  band  toge ther  and  pa y a geophysica l serv ice com­
pany  to acq uire da ta  to th ei r spec ifica tions . A ft er  th at  po int , where 
they  all st ar t out wi th the same da ta,  t he ir  pro cessing tech niques  and  
th ei r i nter pr etat ion tech niques  may dif fer  a gr ea t deal.  You  m ight  say 
the qu ali ty of the in ter preted  inform ation  th at  is ava ilab le to  them 
pr io r to  the  sale  may  va ry con side rably.

I  said  very  o ften we use the same da ta  because some com pan ies may  
acquire th ei r own, in which case at th e presen t tim e those da ta  are  
not ava ilab le to us. The pa tter n in the  i nd us try  has been to look to the  
geophysica l serv ice co mpanies  fo r th e basic  in form ation  an d the  di ffe r­
ence has come in  th e w ay in which we and  th e o il companies process it.

We  talked about the  br ig ht  spo t tech nology . A couple of  years  ago 
one of the com panies got  on to th is ahe ad of others.  Wherea s they  all 
had the same da ta , one of  them  was able to  process the da ta  in a way 
in which the  b righ t spo t anomal ies were  revealed.  The ir  bidd ing was 
so much high er  on  a num ber  of tra ct s th at  othe r companies susp ected 
the y ha d som ething.  Th ey knew  th at  th ei r basic da ta  were  the  same 
bu t they  figured th at  they  must hav e some addit ion al wr inkle  and 
everybody  got busy then  and  the  technique  was developed in  oth er 
pa rts of  the indu st ry  also.
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FORM OF LEASES FOR THE 10 MILLION  ACRES ON OCS

Mr. Yates. Do you know what form of lease will be used for leasing the 10 million acres, as to whether it will be the bonus system, the royalty system, or the profit-sharing system ?
Mr. McK elvey . Firs t of all, there is a question as to whether it could be a profit-shar ing system without a change in the  Outer Continental Shelf Lands Act. As to whether it will be royalty or bonus, my guess would be tha t, because of the time frame involved, the bulk of it at least would be by bonus bidding.
As I  am sure you know, a royalty bidding sale or sale of leases on a royalty bidding basis is being planned for the near future as an experiment. The outcome of tha t experiment could possibly influence the Government to decide that  royalty bidding should be used on an increasing basis.

REPORT ON POTENTIAL  FU TU RE  OF OCS LEASING

Mr. Yates. Here I have a report on the responses received in reply to the request fo r comments on the potential future of the O uter Con­tinenta l Shelf oil and gas leasing prepared by the Bureau of Land Management and signed by Mr. Hastey who was the Acting Associate Director at that time.
On pages 12, 13, and 14, you find comments on the constraints on the North Atlant ic and the South Atlant ic, Central Gulf, Southern California,  and Western Gulf. In all of them you see the constrain t of limited supply of rigs and tubula r goods and platforms and seismic activity and the questions involved in deep water  technology tha t may be implicit in all these things. Aren’t all these constraints necessary for you to consider in connection with the potential lease of the 10 million acres ?
Mr. McK elvey . Yes, sir.
Mr. Yates. This is the reason you have such hesitation in your mind about it.
Mr. McK elvey . That is part of it, yes.
Mr. Long. Would the additional expenditure of $500,000 for the employment of 25 more persons enable you to prepare a more detailed and comprehensive environmental analysis with each application in noncompetitive leasing?
Mr. McK elvey . The 25 positions and related funds being requested in this increase item are for the evaluation of geothermal resources rather than for preparing  environmental analysis. However, we are requesting that funds and staff be made available fo r lease supervision and management, which would include environmental analysis and monitoring through reprograming of funds currently being considered in the special energy research and development bili for 1975. A t th is time we are not sure of the exact number of positions nor funds that would be involved in this reprograming, but sufficient resources would be made available to prepare more detailed and comprehensive en­vironmental analysis with  each application in noncompetitive leasing.Mr. L ong. Is the $2,600,000 for 71 new positions for energy impact evaluation and environmental impact statements needed just to keep pace with the increased number of appl ications?
Mr. McK elvey . Yes, tha t is correct. The numbers of such causative applications has increased dramatically—and particular ly so in just
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the last 6 to 8 months. I might add tha t although most of these appli ­
cations are energy related, a respectable increase in applications r ela t­
ing to mining of other important minerals is also taking place. These 
too require full N EPA  consideration.

Mr. L ong . H ow  extensive a monitor ing system for pollution control 
is planned as a result of the  add itional request of $2,050,000 for lease 
management in the accelerated OCS program?

Mr. McK elvey . The proposed budget request will provide for per­
sonnel, office space, communication system and helicopter transporta­
tion to effectively monitor all areas in which OCS oil and gas dri lling 
and producing activities will be conducted during fiscal year 1975 as a 
result of the accelerated leasing. This will provide an inspection net­
work from the central Florida gulf  coast westward through the Gulf 
of Mexico OCS area to the Mexican border. Additionally, the inspec­
tion system now in existence in the Santa  Barbara Channel will be ex­
panded to include any OCS lands leased off California  and other 
Pacific frontier areas during fiscal year 1975.

Mr. Yates. I would like to  give you these questions and have you 
reply to me if you will.

Mr. McK elvey . I would be glad to.
[Tho information follows:]
Question. Does the In ter ior  Dep artm ent  have  a full record  of all the Govern­

ment’s coal holdings, including those  which underlie pri vat e lan ds?
Answer. The BLM Sta te offices maintain  lan d and mine ral sta tus  records on 

Master Title Pla ts. These pla ts contain complete ownership record s of all BLM 
adm inist ered  lands including the  vari ous min eral reser vatio ns. Coal holdings, 
therefore, are documented on these plat s, bu t as of yet these  records have not 
been fully  centralized . Thus, the Depar tme nt of the  Int eri or has  coal ownership 
da ta in raw form, unagg regated to the  exten t th at  it  is not possible  to make 
definitive dete rmin ations on an overview scale of where  and how much coal 
acreage, surface and subsur face, is adm inis tere d by the  BLM.

To correct thi s paucity  of  overvie w data , the  BLM is engaged in an  ac celera ted 
minerals  manag ement mapping progr am. The program is designed to produce 
color-coded su rfac e ownership and cross-hatche d categories of min eral ownership 
on plan ime tric  quad rang le maps at  a scale of % inch to 1 mile. The completion 
dat e for  the first  series of maps, depict ing these  lands within  the  USGS classifica­
tion of known coal l easing a rea  (KCL A),  is scheduled for Septem ber of th is year. 
Eve ntua lly all BLM land s will be so mapped. However, ini tia l prio ritie s are  
concerned with  the  po rtra yal  of land  sta tus and the mineral es tat e in energy 
resource area s. Afte r the  ownership da ta ha s been ext rac ted  from the MT p lats 
and planne d on the sur face/m inerals  management  quads, the maps will be 
digitized  so as to compile a centralized record of all land  and mine ral ownership 
status. The da ta  file, when completed, will provid e a ready  refere nce for ques­
tions  concernin g coal holdings or any  ma jor  categ ory of min eral reserv ation . 
This land  sta tus  and mine ral estate  d ata file will even tuall y be merged with  coal, 
wa ter  and oth er resource da ta to provide a l and and  resource info rmation system 
for manag ement decisions.
Question. To what ext ent  does the  Depar tme nt have  exploratory  da ta on 

publicly owned coal, sufficient to judg e the resourc es and reser ves in place ? The 
quality of reserves,  including su lfu r content , ash content and  BTU valu e? 
Whether publicly owned coal exi sts in sufficient qua nti ties  to be subj ect to 
competi tive leasin g.

Answer. The Dep artm ent has a large amou nt of exploratory da ta on publicly 
owned coal. The Geological Survey requ ires  the  submission of the  res ults  of all 
coal drill ing  and coring on Fed eral  coal leases. Info rma tion  subm itted  per­
tain ing  to oil and gas operation s on Fed eral  land s provid es valu able  secondary 
data . The Geological Survey con ducts a l imited  coal coring  program for  eval uati on 
of public land  and this capacity is to be expanded dur ing the coming year. Field  
mapping and  analysis of surf ace  coal outcrops has  been conducted vir tua lly  
since the  beginning of the  Geological Survey. Work is also contin uously  con­
ducted  by both the  Survey and the  Bur eau  of Mines on coal resou rces and re­
serves. All coal data derived from thes e vari ous  sources include  info rma tion  on 
the quali ty, sul fur  content, ash conte nt and BTU value  of the  coals encounte red,
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except where  such analyses were not considered justi fiable by the operato r or investigator  or where  the da ta were derived from oil and gas well logs.We are  presently inve stigating the  extent  to which the existing explo ratory da ta is sufficient to judge the  resources and  reserves of publicly owned coal in place. Unti l the adv ent  of the  recent energy situ atio n the  Departm ent was in­terested  in  the nationwide reserves and resources of coal, or on the mineral  value of specific Federal  lands for  leasing, rete ntion or exchange. The Departm ent has now ini tia ted  its  Energy Minerals Allocation Recommendation System (EMARS) which involves inp ut from both the  Bureau  of Land Management and the  Geo­logical Survey, along with othe r Bureaus. The first step  in an exhaus tive  in­vestigation  of the  extent and location of the  Federal  mineral estate  avail able  for leasing. This  will include not only determin ing on which lands the Govern­ment  has reta ined or acqui red all or pa rt of i ts mine ral rights  but also an asses s­ment  of which lands have not been withdrawn  from mineral  leasin g or are im­possible to develop due to other legal constra ints . This  work has already begun. Assessment of the  adequacy of the  coal exploration da ta can then  proceed in an order ly fashion with  the  Geological Survey matching its  data with  the BLM land  sta tus  maps (color quads)i. Data gaps will be filled as necessary to meet the  needs of the Department’s leas ing policy. At the  present time it app ears t ha t we have sufficient explora tory  da ta to broad ly estimate the  reserves and  re­sources of coal und er Federal  lands. We do not, however, have sufficient data to estimate reserves of coal on all Federal  lands . Programs are  now in progress to improve  our knowledge of the  coal resources and reserves on Federal  lands.The Departm ent has  adeq uate  exploratory da ta to determ ine whe ther  coal exis ts in sufficient quant itie s to be subject to competi tive leasing. Ten known coal leasing are as have  alre ady  been designated  in the  Western United States , exclusive  of A laska and ano ther 11 will be defined before the  end of 1974. These actions will encompass the major areas in the  Wes tern United  States where  quality  and qua nti ty of the  coal is sufficient to jus tify competi tive leasing. There is very lit tle  Federa l coal in the  Ea ste rn  State s. The sta tus  of Fede ral lands  in Alaska is stil l unse ttled  and  changing. Coal lands  in the Easte rn States and Alaska  will therefore be leased on a tra ct  by t ract  basis unt il known leasing areas can be established.
Question. What is the  presen t amount of Federal  coal committed  to private development by lease or  preference r igh t applica tion?Answer. For  privat e development by lease, our pre liminary analysis  of exis t­ing coal leases in the  major coal leasin g States indicate s that  the re are  515 Federal  coal leases in effect conta ining  16.2 bill ion tons  of recoverable coal. The amount for  prefe rence right application  is estim ated  to be 6.9 billion tons, which could possibly be committed if leases are issued. This es timate is con tained in a table from the Bureau  of Land Management Dr af t Environmental  Sta te­ment, Proposed Coal Leasing  Program as fo llows:

REC OV ERABLE CO AL  RE SER VES HELD  UNDER FED ERA L PREFEREN CE  RIG HT CO AL  LE AS E AP PL ICAT IO N «

Surface minable Underground
minable

tons
(million)

Tora l
reserves

tons
(m illion )

Total
application

(ac res )Acres
tons

(mi llio n)

Al as ka ................................... .............. .  0 0 0 0 0Colorado_____________ _____ -...........  (9 (9 (9 1,190 38, 283Montana. _________ 26,306 400 0 400 26, 306New Mexico. .............. .. 45,351 513 0 513 45, 351North Dakota________________________ 0 0 0 0 0Oklahoma______________  .. _________ 0 0 15 15 3,810Utah................. ..................... _________ 1,920 17 421 438 26, 586Wyoming__________________ ..................  336, 575 3 638 3 2, 876 4 4, 299 154, 421Other S ta te s. ....................... . 0 0 5 5 1,282
To tal_________ ______ .................. 110,152 1,568 3, 317 6, 850 296,039

1 Inclu des only those lands and reserves where preliminary reserve calcula tions have been done. Other preference right lease application lands considered as prospecting-p ermit lands for purposes of this report.2 Reserves not yet spl it into underground and surface minable categories.3 Represents minable reserves for northern one-h alf and southwestern one-quarter of Wyoming only. Reserves for south­eastern one-quarter Wyoming not yet divided into surface or underground. Reserves  for southeastern one-quarter Wyoming included in total reserves, Wyoming.
4 Inc ludes 785,000,000 tons recoverable reserves in southeastern one-quarter of Wyoming which have not been separa ted into or shown in this table as e ither underground or surface  minable.
‘Other S tates  include Alabam a, Califo rnia, Kentu cky, Ohio, Oregon, Washington, and West V irgin ia.
Source:  Geological Survey, Conservation Division. Draft environm ental statement, proposed federal coal leasin g program Vol. 1 (D ES  74-53 ). 8  ’
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Question. How much of these reserves are strippable low-sulphur coal?
•Answer. Of the 16.2 billion tons of coal currently under Federal lease, 10.7 

billion tons are  strippable and 5.5 billion tons are recoverable by underground 
mining methods. Essentially all of the leased coal is low in sulphur content.
Question. Under projected rates of development, for how many years w’ould 

the reserves presently under lease be sufficient?
Answer. Based upon an analysis conducted by the Geological Survey, the years 

of production remaining beyond 1085 for leases tha t are current ly producing 
is estimated at 19 years and for leases with  known plans to produce is es timated 
at 35 years. Assuming a 5 percent annual  increase in production beyond 1985 
shortens the life of these categories of reserves to 14 and 21 years respectively. 
An analysis of leases with no known plans to produce indicates that  there are 
38 logical mining units tha t contain sufficient reserves to supply major coal 
contracts.

I have three tables which I will explain which show the results of the analysis, 
but final conclusions are subject to further  exhaustive study.

In table I, da ta for existing leases have been grouped into the three  categories 
of (1) leases currently producing. (2) leases with known plans to produce, and 
(3) leases with no known plans to produce. Shown in each of these categories 
are the number of logical mining units and the number of leases contained 
within them, the reserves by type of mining and total, and estimated production 
rates  for 1975, 1980 and 1985. From the above data, cumulative production and 
reserves remaining in 1985 are calculated and shown. Two assumptions have been 
made for production projections beyond 1985: (1) production is assumed to 
continue with no increase, (2) an annual 5 percent growth in production level. 
Using the second of these assumptions, and adding 10 years from the present 
time to 1985, the years of production tha t remain from the present time for the 
first two categories listed are 24 years for currently producing leases and 31 
years for leases with plans to produce. Since major contracts generally extend 
from 25 to 35 years, and many contracts  have options to renew a t the expiration 
of the contract, logical mining units and leases in this category appear to be 
reasonably committed, in the aggregate and using averages. It  should be noted, 
however, th at individual leases may contain a surplus or deficit of coal reserves.

Table I also shows tha t the major portion of reserves at the present time. 
9,352 million tons, is contained within logical mining units tha t have no known 
plans for production.

TABLE I.— ANALYSIS OF PRODUCTION AND RESERVES, FEDERAL COAL LEASES

Leases
currently

producing

Leases with  
known plans 

to produce

Leases wi th 
no known 

plans to 
produce Tota ls

Logical min ing u n it s .. ................ ............... ............. ______  42 36 135 213
Leases in un its .............................. ........................... ______  103 121 291 515

Reserves:
Surface.......... ................. . ............... ................. ............  1,336.65 3,383.50 5,939.61 10,659.76
Underground__________________________ ______ 889.12 1,231.50 3,412.80 5, 533.42

To ta l.......................... . .................... .............______  2,225.77 4,615.00 9,352.41 16,193 .18
Estimated produc tion :

1975....................... ....................................... ______  40.19 12.63 . 52.82
1980 70.42 98.57 . 168.99
1 9 8 5 .. .. ..  ..................................... ______  80.42 1C8.45 . 188.87

Cumulative production through 1985__________ ______  653.625 795.550 . 1,449.175
Reserves remain ing 1985____________________ ______  1, 572.145 3,819.45 9, 352.41 14, 744.005

NOTES
Production and reserves in mil lions o f tons.
Logical m ining un it ( LMU)—Logical min ing uni t (LM U)  means a mining un it establ ished by or approved by the  mining  

superv isor as a u nit  o f land wi thin a compact area th at  can be deve loped in an efficien t, economical and orderly  manner 
and th at  w ill  result in conservat ion of coal reserves. The un it may consis t o f one or more Federal leases and may include  
intervening or adjacent priva te or State lands insofar as a ll lands are under the  effec tive control of a single operator or  
collec tive contract. (30 U.S.C. 201-1).

Reserves are considered to be the tons o f recoverable coal based on contemporary economic factors. No consideration 
has been given to legal or pol itical constraints.

Includes only the major  coal leasing States of Colorado, Montana, New Mexico, North  Dakota, Oklahoma, Utah, and 
Wyoming. Excludes Alabama, Alaska, Califo rnia,  Kentucky, Ohio, Oregon, and Washington.
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Table II  represen ts a prel iminary analysis  class ifying these  logical mining 
uni ts by size of reserves. A to tal  of 50 million tons has been used as an arbit rary  
cutoff for the reason th at  any uni t conta ining  less reserves would be unable 
to bid on a major coal supply con trac t extending over a lengthy  period. This 
analysis shows th at  of the 135 logical mining units , 38 (28 percent)  conta ining 
149 leases (51 perc ent)  contain 88 percent of the reserves. The remaining 12 
percent of the reserves are  conta ined with in 142 leaseholds which may not be 
economically viable.

Uncommitted leased reserves appe ar avai lable  for fut ure  use in 38 logical 
mining un its summarized a s follows :
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Total— no known 
plans to produce

Total— no known 
plans to produce 

reserves more than 
50,000,000 tons

Total— no known 
plans to produce 

reserves less than 
50,000,000 tons

LM U's .............................................................     135Leases .................................................................     291Reserv es__________________________________    9,35 2.41

38
149

8,22 9.35 1

97
142

1,1 23.059

TA BL E II I. — RESER VES  MORE THA N 50,000,000 TO N S -N O  KNOWN PLAN S FOR PRO DUCTION

Million tons LMU's Leases  Reserves

50 to 99..........................................................................................................................  16 58 1,12 4.34 8100 to 199.............................................................................     3 24 467.0 35200 to 299..............................................       9 26 2,2 13. 935Over 300.....................................................................................................................   10 41 4,4 24. 032
To ta l........................................................................................................ 38 149 8,22 9.35 1

The above indicates tha t t here are  38 logical mining uni ts avai lable  a t the  pres­ent  time to supply coal for major contracts . They are  dis tributed  as fol low s:
Sta te LMU’aColorado ______________________________________________________  2M on ta na _______________________________________________________  3North  D ak ot a___________________________________________________  0New Mexico_____________________________________________________  2Ok lahom a______________________________________________________  0U ta h___________________________________________________________ 15Wyoming ----------------------------------------------------------------------------------- 16
Tota l -------------------------------------------------------------------------------- 38

Considering necessary leadtimes of 8 year s for  an elect rical generat ing faci lity using coal and 10 years for  a synthetic  gas plant, projec tions of fu tur e coal needs in light  of the above available  coal reserves should indicate the  desired level of fut ure  leasing of Federa l lands.
Question. When and under what conditions are  indiv iduals and  companies prospecting or holding leases for coal on public lands required to submit the ir data on resources and  reserves to the  Government?Answer. The present requi rement for  s ubm ittin g new prospecting data is on a monthly basis and the data  subm itted  mus t contain detailed geological information  on completion or suspension of prospecting operations. The new proposed coal mining operating regulations will requ ire that  detai led coal reserve calculations be submitted  at  the time a mining plan is subm itted  to the Geological Survey for approval.
Question. Does the Government know as much as industry abou t the reserves  and resources of oil and gas on the Oute r Cont inental Shelf?Answer. Individual companies may know more ab out reserves on the proper ties unde r the ir control but  the Government  knows more a bout the total resources of oil and gas on the OOS as a whole, and in t ime will know more about the  reserves.  The Government  has access to a ll da ta from all  leases on the OCS, while individ­ual companies with in industry generally have  only the ir data . Each company determ ines the  reservoir  reserves for its  own leases and has been doing so since it began developing its  leases. Still, each company has only its own reserves  inform ation.  The Survey has not been in a position from a data and personnel standpoint to accomplish the task of determin ing the  reserves in all the thou­sands  of reservoirs in the OCS. Work is proceeding on this  task.The Geological Survey has compiled the  most complete exis ting file of well logs of the O uter  Continental Shelf. It  contains more tha n 25,000 logs of the more than 8,700 producib le oil and gas completions and  5,000 nonproducing holes, with the ir corresponding  tes t reports, completion repor ts, produc tion records, direc ­tional surveys, etc. Other  da ta include almos t 2,000 detailed paleontology repo rts ; several hundred  paleontologic summaries and paleobathymetr ic maps covering all determinable paleoeological zones based on corre lations, biostra tigraphic markers, and assemblages indicatin g a plane  or time line; more tha n 140,000 line miles of CDP seismic coverage and thousands of line miles of sea gravity,
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magnetics,  spa rke r and high resolut ion geophysics; computerized san d/shale 

rati o studies ; a nd computerized reserv oir studies .
Question. Wh at is the pres ent methodology used by the  Int eri or Dep artm ent 

for acquir ing, assessing, and prese nting geological and  geophysical da ta on the 
ext ent  and quality  of OCS oil and gas resources and reserves  in the  following 

*
(a ) Underdeveloped regions (fo r example, Atlan tic, Gulf of Ala ska ) ;
( b) Undeveloped provinces of c urrent ly produc ing region s; and
(c ) Producing  provinces.
Answer. This  involves a ra th er  exten sive expl anat ion, therefore, I would like 

to subm it the response for  thi s questio n for the  record. The Departme nt of 
the Inter ior  has  developed a three-phas e appro ach for resource assessme nts in 
undeveloped regions of the OOS such as the  Atla ntic and Gulf of Alaska. In 
producing provinces and undeveloped provinces of currently producing regions, 
phase  I has been accomplished and the  Geological Survey is involved in phases  

II  and II I.
Phas e I involves broad  are al studi es to define favorable regions for explo ra­

tion and to develop the basic  data for adeq uate  resource evalu ation s. Most of 
the da ta for phase I is gath ered  by vari ous  geophysical techniq ues—primarily 
seismic. Th e Geological Survey uses d ata  collected by other  G overnment agencies, 
where applicab le, but  for the most pa rt contrac ts fo r its  acquis itions or collects 
the da ta itse lf depending on the area , timing, and  qua lity  of da ta required. Data 
gath ered  und er con trac t with  ind ust ry is re st rict ed ; da ta gathered exclusively 
for or by t he Survey  is  open to the public. Pha se I stud ies also include the litera­
tur e evaluati on of available onshore and offshore geology a s well as the  evalua­
tion of new geological data . The  object ive of these stud ies is to deter mine the 
qual ity and qua ntity of potenti al oil bear ing rock, its dist ribution, and  its 
configuration in  space. Wha teve r the  source  of the data , its  eva luat ion and 
interp retation is performed by Survey scie ntist s and, in the ini tia l stag e of 
the leasin g process, is included in the prel iminary  geological resou rce evaluatio n 
prep ared  for  BUM prior to publishing the  Call for  Nomin ations  in the  Fed eral  
Register.

Phase IT involves a deta iled study  of targ eted  basins , identified in phase  I, 
for purpose s of tra ct  select ion and fu rth er  refinem ent of resou rce estimates. 
Geophysical dat a is stil l the  prim ary info rmation source in both developed 
and undeveloi>ed provinces and is prim aril y acquir ed from ind ust ry sources by 
purc hase  agreeme nt. The data ar e pro prie tary  as are any  int erp retations the re­
from ; thi s means  th at  the  Government has  access to the  data for  evaluati on 
purpos es but cann ot publish the basis for the ir evaluation . In developed prov­
inces well d ata is the  most extensively used info rmation source. The evalu ation  
and inte rpr eta tions are  carr ied out  by Survey scie ntis ts and recomme ndations  
are  made  to BLM as  to w hat  tra cts  to offer for lease.

Phas e II I stud ies comprise detai led tra ce  evalu ation thro ugh pote ntia l reserv e 
assessment and the  ident ificat ion and appl icat ion of many economic facto rs. 
In phase II I pro pri eta ry geophysical da ta  acqu ired  by purc hase  and geological 
dat a obtain ed throu gh regu latio n are  used by Survey scientist s to determ ine 
a f ai r m ark et value.

The regu latio ns and procedures used by the Geological Survey in acquir ing, 
assessing, and  pres entin g geological and geophysical da ta on the extent and 
quality  o f offshore resourc es and reserv es in both undeveloped are as and produc­
ing provinces for purposes  of resourc e evalu ation  are  as  follows:

(1 ) Ind ust ry is required to supply da ta  on their OOS explorati on and develop­
ment. Fo r core dril ling  programs in wild cat are as the  Survey requ ires spli ts 
of the  cores, copies of p ert ine nt repo rts, and the supp ortin g geophysical  records. 
Also, Geological Survey  observers are  aboa rd the  exploration  vessels. Regula­
tions do not requ ire subm itta l of geophysical da ta acqui red under nonexclusive 
permit , bu t proposed regulatio ns requiri ng such subm itta ls are  presently  being 
considered.

(2 ) For  exploratory and development drill ing  done on leases the  lessees are 
required to submit all per tinent  dat a including prel imin ary seismic in ter preta ­
tions of prospect ive pay and hazardo us zones prio r to drilling, well engineering, 
pla tfor m d atay , downhole ele ctric al logs a nd all othe r surveys, month ly production 
data, well t est  data , paleontologic dat a an d/ or  a spli t of the  well cutti ngs, and, if 
necessary, complete geological and engineering  stud ies of each field necess ary to 
supp ort maximum efficient recovery dete rmin ation s, commingling, and  uni tiz a­
tion. The  Survey has access to all pertin ent  da ta from lease  operations , and,
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therefore, has much more d ata than any individual operator. This information is supplemented by da ta and scientific s tudies generated  w ithin the Survey.(3) To supplement these  data modern soph isticated geophysical data covering the are as to be evaluated are  acquired. Because normal surface geologic mapping is impossible on submerged lands and the absence of well contro l in undeveloped areas prevents adeq uate  subsu rface  geologic mapping, geophysical da ta are the prim ary sources of information for the  evaluation  of these  areas. These da ta do not prove the presence of oil and  gas  but are  necessa ry to define th e sedimentary  section and locate geologic st ruc tures favorable  for  th e occurrence  of oil or  gas in commercial q uantities . Since 1969, when budge tary support for acquisition  of geo­physical  data was obtained for  resource  evaluatio n programs, the Geological Survey h as purchased necessary  data from seismic se rvice companies. A de termi­nation is made of the  amount and proposed location of the  da ta as well as the technical specifications required, and these and other technical parameters are  given to con trac t spec ialis ts wi thin Geological Survey to adve rtise  the Govern­ment’s i ntent to acquire the data and to conduct the  necessary cont racu al proce­dures in acqui ring it. This  a ssures that  all companies with  the capability to p ro­vide the da ta needed have  an opportunity to con tract their services. When the da ta are  received in the specified form at, they are  reviewed by Geological Survey geophysicists for conformance with  technical specifications. Using these acquisi­tion procedures,  the  type and quality of data used is controlled and obtained at  the  lowest possible cost. For  lease sale tra ct  selection purposes Survey geophysi­cists  make a prel iminary  inte rpreta tion of the da ta and prep are a trav el time- structure-contour map to determ ine the  most prospec tive structures . These data and maps are  used, at  th is stage, for both environmental  impac t assessments and statements. Following the final tra ct selections, which are  the localized areas to be evaluated for  potential  resources, deta iled geophysical inte rpreta tions and maps a re prepared .
(4) Using the  deta iled geophysical maps and repor ts, geologists redraw the maps on depth (ins tead  of trav el time)  and, with the aid of stratigra phers  and paleontologists, prepa re maps showing re servoir thicknesses. This  req uires knowl­edge of all rela ted geology from t rends, stra tigrap hy, and paleontology.(5) Petro leum engineers use th e maps  and accompanying da ta  to determ ine the acre-feet of pote ntia l hydrocarbon bear ing reservoir. Many factors  concerning reservoir  mechanisms and cha rac teri stic s are  determined from the nearest  ex­ploratory and producing wells and comparable producing fields. Hydrocarbon recovery factors are  estim ated from these  da ta and potentia l resources  are est i­mated. These estim ates are, for the purpose  of lease sales, considered to be est i­mated recoverable reserves and trea ted  according ly to determ ine presa le values. Using many factor s such as e xploratory well costs,  o pera ting costs, price of prod­ucts, ra te  of return  on invested capita l, et cetera , the present worth value of each tra ct  is determined  by a discounted  cash flow calculation.  A risk or probability  of success factor is applied and the resu lting figure is adjuste d for  condemnation or dry  hole costs.
(6) For  the December 1972 and lat er  OCS sales, the  formerly used discounted cash flow method was expanded into  a new technique called tlie range of values method by the  Survey and which has proven mer it in scientific applications where there is grea t uncerta inty .
The most probable outcome or resu lt of a series  of interre late d fac tors  or events, each of which is unknown or un certain, is p redicted by a random selection of values for each facto r, based on the  laws of probability.The range  of values  computer program developed by USGS determines  a value for  each OCS tra ct  using  the  discounted cash flow method, but instead of considering just the most reasonable estimate of each significant  paramete r, the program considers all reasonable  estimates. As an  example, USGS scientist s may agree that  the  most reasonable estimate of the thickness of an oil-bearing sand is 100 feet. They may also agree that  the sand  may very well be only 20 feet  thick, but  t ha t it might  be as much as 200 feet thick. The computer program randomly selects a number between 20 and 200. Other cri tica l parameters such as permeabili ty of the sand, cost of drilling, etc., a re handled in a s imi lar manner , and  using these  randomly selected values for  the  fac tors a value is computed for the  tract.  The process is repeated 500 times  and  500 different value s are  obtained and plotted by compute r on a histogram and bar  graph. Thus, fo r each tra ct  a range of values is obtained. The probability  of each value occurring  is also prin ted in percentiles. The most probable  or expected value can be visua lly determined quickly. Recommendations derived  from Survey resource evalu ation  programs are  presented to the Bureau of Land Management for use in (1) pre-
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pari ng lease sale schedules, (2 ) envir onmental analyses, (3 ) tra ct  selections 
for sales, and (4 ) evalu ation  of bid acceptance or rejection. Eva luat ion da ta are  
also used in programs involving  mana gement and  supervision of operation s on 
leased  OCS lands.
Question. Is  the  present data acquisition and assessment system considered 

adeq uate  for  asses sin g:
(a ) The role of OCS in me eting natio nal energy dema nd?
( ft) The va lue of the resource s a t the t ime of alie natio n ?
Answer. With the increases we are  requesting in the  fiscal year  1975 budget  

the present dat a acquisition and  assessment system will become adequa te for 
making  a general assessment for  the role of the  OCS in meeting the  nat ional 
energy demand. In addit ion, the system may be improved if the proposed rules  
concerning geological and geophysical data submission and  disclosure published  
in the Fed era l Regis ter, vol. 39, No. 96, p. 17446 are adopted. It  should be noted, 
however, th at  in fro nti er OCS areas, unt il a numbe r of wells have been drilled , 
resource s and reserves, and alte rna tively  the  role of the OCS in meetin g the 
nationa l energ y demand cannot be completely assessed.

We believe th at  the data acquis ition and assessment system is ade qua te for 
the dete rmin ation  of the  value of the resour ces at  the  time  of alienation . The 
system was developed over a period of years and like any scientific progra m it 
is being studied, and tested co nsta ntly  fo r improvements.
Question. When and  und er what conditions is ind ustry required  to submit  

OCS exploratory and  produ ction  data to the  Government under the conditions 
of my preceding questi on?

Answer. Under  the conditions of a prele ase permit, the  ind ust ry is requ ired  to 
submit all signif icant infor mati on which may be developed dur ing  any coring 
operations. Such operations  require prio r appro val, and conduct of work in 
accordance with  stipulati ons.  Specific data requ irem ents  inc lud e: a daily log of 
all operations, a copy of a ll well logs and sample descriptions!, and  ava ilab ility  of 
samples and cores for examination .

The Dep artm ent is now consider ing a revision of the  regu latio ns to take 
more info rmation avai labl e in the fu tur e for the Government and for  public 
review. This  would include both geological and geophysical data . A copy of the 
Federal  Register  notice describing the  proposed rules  is enclosed.

After a lease is issued, a great amou nt of information is subm itted  to the  
USGS under pres ent regu latio ns and OCS orders, copies enclosed. Page s 16, 17, 
and 18 of the  regulations provide considerable deta il on basic requi rements. 
OCS Order No. 12 gives direct ion to the proce dures  for subm itting forms for 
public disclosure. Form s 9-331C,  9-331 , 9-15 2, 9-330 , and 9-1 53 are  enclosed, and 
these and ot her requirem ents  are  explained  briefly below.

Form  9-33 1C : Application for Per mit  to Drill, Deepen, or Plug  Back, must  
be submitted  pri or to any drill ing operation s for approv al. It  follows the  
exploratory  or development plan  as described  under 30 CFR 250.34, page 10, of 
the regulatio ns booklet.

Form  9-33 1: Sundr y Notices and Reports on Wells, mus t be subm itted  for 
appr oval  prior to  any well rep air  operat ion.

Form  9-1 52:  Monthly Repo rt of Operatio ns, must be subm itted  as info rma ­
tion following each month of production and othe r operations. I t is prese nted 
by lease, and each well with  its  app rop riat e cont ribution  or acti vity  mus t be 
listed.  T his form was revised s lightly  with the advent of OCS Ord er No. 11, May 1, 
1974, copy enclosed.

Form  9-15 3: Stat eme nt of Oil a nd Gas Runs and Royalt ies, is requ ired  follow­
ing each mon th’s p roduc tion to show pro duc t sales  amounts and the value s for 
roya lty purposes.

Form 9-33 0: Well Completion or Recompletion Repo rt and Log, is required 
following newly drille d or recompleted  wells which involve making a new 
completion.

Under OCS Orde r No. 5, each ope rato r is requ ired  to submit qua rter ly 
a failu re-analy sis report iden tifying mecha nical failu res,  the  cause, and the 
corre ctive  action  tak en.

Under OCS Order  No. 7, all spills or leakag e of oil and liqui d pol lutant s sha ll 
be reported.

Under OCS Orde r No. 8, the operator must submit for  approval imp ortant  
design cha rac teri stic s on any plat form  pri or to inst alla tion . A rep ort on wa ter  
discharge sampling and the  resu lts is requ ired  on all  effluents disch arged  over-
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board. A diagram of the firefighting system and an application for a gas detec­tion system must be filed.

Under OCS order No. 9, the operator shall submit an application to the oil a nd gas supervisor for those pipelines  authorized unde r 30 CFR 250.18(c) . A completion report  is then required following the  insta llatio n.Under the cu rrent OCS Order No. 11, several new forms are  now required . Form fi-1866, “Request for Reservoir Maximum Efficient Rate,” requires all ava il­able basic reservoir  data as well as all supp ort info rmation used in determ ining  an MER. It  mus t be reviewed and subm itted  at  least annually  for approval. Form 9-1867, “Request for Well Maximum Production  Rate,” must be sub­mitted for each completion and reviewed on a qua rterly  basis. The produc tion rates shall be based on well test s and  any mechanical limitations. Form 9-1868, “Well Potenti al Tes t Repor t,” must be submitted as tes t da ta to establish  or increase an oil well MPR. It  must be submitted  following a new completion and again later if an increase in produc tion is justified. Form 9-1869, “Qua rterly Oil Well Test Report,” shall  be presented at leas t qua rter ly to reflect the  re sult s of production test ing each oil completion for 6 consecutive hours. Form 9-1870, “Semi-annual Gas Well Test  Report,” mus t be presented at  leas t semiannually to show gas completion test s resul ts. Form 9-1871, “Packer Test ,” shal l be submitted  following the  ini tia l production tes ts of multiple or selective comple­tions and annually the rea fte r to show t ha t the  pe rforated  zones are  isolated.Also, OCS Order  No. 11 requires a multiple  back pressure  tes t to be run and submitted on ini tia l gas completions, and  an application must  be approved to flare oil well gas under conditions where the ope rato r has ini tia ted  positive nonflare action  or where an evalu ation  shows the ultimate hydrocarbon energy produc tion may be enhanced  i f flaring of gas is permitted .
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§250.69 Title 30 —  Chapter II §250.91

less than the  am ount which the  supervisor dete rmin es 
would be payable  if  the  gas had bee n sold  witho ut 
processing.

(c) In determining the value of  natural  gasoline, the 
volume of  such gasoline shall be adju sted  to a stan dard 
by a me thod approved  by  the  supervisor when 
necessary to  adjust  volu met ric diff eren ces between 
natu ral gasolines of  various specification s.

(d ) No allow ance shall be made  for boo sting residue  
gas or  oth er  expenses inciden tal to marketing.

(e) The  lessee, with  the  approval  of  the  supervisor,  
may estab lish a gross value per un it of 1,000 cub ic fee t 
of  gas on the  lease or at the wellhead for the purpose  
of  co mputin g roy ally  on  gas processed for the  recovery 
of  con sti tue nt pro ducts , provided th at  the  royalty shall 
no t be less than that  which wou ld acc rue by 
com putin g royalties  in accordance with  the  provisions 
of  paragraph (a) through  (d) of  this section. [As 
amended at 34 F.R. 1354 I, Aug. 22, 19G9.J

§250.68  Com mingling production.

Sub ject  to such con dit ions as he may prescribe for 
measurement and  allo cat ion  of  pro duction , the 
su per vis or may  aut hor ize  the  lessee to  move 
produc tion from the lease to  a central po int for 
purposes of  treatin g, measuring , and  storing , and  in 
moving such productio n, the lessee may comm ingle the  
produc tion from  dif feren t wells, leases, poo ls, and 
fields, and  with product ion  of  othe r ope rators . The  
central po in t may  be on  shore or  at  any  oth er 
convenient place  selected  by  lessee.

§25 0.69 Measurement of  sulphur.

The measurement of  sulphur for the pur pose of 
com put ing roy alty  shall be on such  basis  and shall 
conform  to  such  stan dar ds as the  supervisor may 
approve.

PROC EDURE IN CASE OF 
DEF AULT BY LESSEE 

§250 .80  Default.

Whenever the owner of a lease fails to  com ply with 
the provis ions of the  regulat ions  in this  pa rt,  the  
superv isor is au tho rize d to  give 30-day not ice  of  such 
defa ult by  registered le tte r to the  lessee at his record 
pos t offic e address it s  prov ided  in sec tion  5(b)( 1) of 
the act and to reco mm end  to  the  Sec retary , through 
the Director , lease cancellation pursu ant  to section 
5(b) (1) and (2)  of  the  act , appro priate  ac tion under 
the  penally  provis ions of  sec tion  5(a)(2 ) of the act , or 
the  exercise of such  oil ier legal or equ itab le remedy as 
llie lessor may have.

§250.81 Appeals.

Orders or  decisions issued under the regula tion s in 
this  pa rt may  be appealed as provided in pa rt 290  of  
this  cha pte r. Complian ce with  any such ord er or 
decision shall no t be suspen ded  by reason  of  amy 
appe al having been tak en unless  such  sus pensi on '* is 
autho rize d in wri ting  by the Directo r or the Board  of 
Land  Appeals (depending upo n the  official  befo re 
whom the  appe al is pending) and the n only upo n a 
de ter mi nation that  such suspension will no t be 
de trim ental to  the  lessor or  upon  the submission and 
acc eptanc e of  a bond  deemed  adequate to  indemnify 
the lessor  from  loss or  damage. [As am end ed at  38 
F.R . 10004, April  23,  1973. J

§2 50 .82 Judic ial review.

Nothing conta ine d in thi s pa rt shall be  con strued to 
pre vent any  intere sted par ty from  seeking judicial 
review  as autho rized  by law.

REP ORT S TO BE MADE BY 
ALL  LESSEES 

(Including Ope rato rs)

§2 50 .99 General requ irements .

Informa tio n requ ired  to  be  subm itted  in accordance 
wi th the regu lations in this pa rt shall be  furnished  in 
the manner and  form  prescrib ed in the regu lations  in 
this  pa rt or as dire cted by  the  supe rvisor. Copies  of 
forms  can be obtain ed from  the supervi sor  and  must 
be filled ou t com ple tely  and  filed  pu nctua lly  with that  
official.

§250.91 Ap pl icat ion fo r pe im it to  dri ll,  deepen, or 
plug back.

Applications for permit s to  drill , dee pen, or  plug 
bac k mu st be  filed in triplic ate  on Fo rm  9-331C. Prior 
to  com men cing suc h opera tio ns  approva l in writing 
mu st be  received from the supervisor.

(a) Applicat ion  fo r pe rm it to drill.

(1)  The  app lica tion mu st give the sur face location 
and  pro jec ted  botto m-ho le loc atio n in fee t from the 
lease bou nda ries; elevation of  the  der rick floor;  water 
de pth;  depth to which the  well is pro posed  to I"- 
dril led ; est imated depth s to  the to p of significant 
marker s; dep ths  at  which water,  oil, gas, and  miner. I 
d e p o s it s  a re  expe cted ; the pro posed  blovvnut 
preve ntion and  casing program, inc ludin g the M->’. 
weig ht, grade , and set ting depth of  casing, and ti-e 
qu an tity of  cement to  be  used,  tog ether wilh all nth 1- 
inform ation  specified on  Form 9-331C. Informat ion 
also shall be furn ished relat ive to  the pro posed plan • 
drilling othe r wells from I he same pla tfo rm, for <•••< 
at  spec ified  dep ths , and  for electrical and
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Title 30 —  Chapter II §250.93

logging. tog ether with any othe r info rma tion  required 
by the supervisor.

(2) At leas t two copie s of  the  app lication shall be 
accompanied by:  (i) A cert ified  plat drawn to  a scale 
of 2.000 feet to  the inch,  showing surface and  
subsurface locatio n of  the  well to be  drilled and all 
wells the retofo re drilled  in the vicini ty for which 
inform ation  is available, and  (ii)  informa tion specifier! 
in §25 0.34 to the  ex tent  not inclu ded in the  
application or previously furn ished (referen ce mus t be 
made thereto ).

(b) Applica tion  for  per mit  to deepen or plug  bach. 
The applicat ion mus t describe fully: (1 )T ho  pres ent 
status of the well includ ing the  produ ctio n string or 
last string of  casing, well depth , pres ent product ive 
zones and product ive capabi lity , and othe r per tin ent 
matters ; and (2)  the  detai ls of  the proposed  work and 
the necessity ther efo r. |A s amended  and  renam ed at 
34 F.R. 13544, Aug. 22, I960 . )

§250.92 Sundry notices and reports on welts.

All notices of  int ent ion  to  frac ture  treat,  acidize, 
repair, mul tiple  com plete, aba ndon,  change plans,  and 
for other similar  pmp oses, and all subsequen t report s 
pertaining to  such  operations  shall be subm itte d on 
Fo rm  9- 33 1 in trip lica te in acco rdan ce with 
§ 250.38(b). Prior to commencing such ope rations  
approval must be received from the  supervisor  in 
writing.

(a) Noti ce o f int ent ion  to change  the condi tion  o f  a 
well. Form 9-331 shall con tain  a deta iled sta tem ent of 
the proposed work for  repai ring (o the r than work  
incidental to ordinary well opera tion),  acidiz ing or 
stimulating pro ductio n by othe r me thods,  per fora ting , 
sidetracking, squeezing with  mud or  cem ent,  or 
commencing any  ope rat ions tha t will mate rially  change 
the approved program for drilling a well or alte r the  
condit ion of  a com plet ed well othe r tha n those 
operat ions covered by  §250.91 .

(b) Sub sequen t report  o f changing the  condi tion  o f 
a iuc II. Form  9-331 shall conta in a detailed rep ort of  
all work done and  the resu lts obtained . The  rep ort 
shall set for th the  am ount and ra te  of  produ ction of 
oil, gas, and  water before  and  aft er the work was 
completed and  shall inclu de a com plete sta tem ent of  
the dates on  which  the work was accomplishe d and the 
methods employed.

(c) Noti ce o f int entio n Io abandon uvll. Form  
9-331 shall con tain  a deta iled  sta tem ent of  the 
Proposed work for aba ndonme nt of  any well, including 
a drilling well, a dep lete d producing well, an injec tion 
'■■ill, or a dry  hole,  t he sta tem en t as Io a produc ible  
v-ell shall set  for th the  reasons for  aba ndo nm ent  end 
■he amoun t and  dare of  last produ ction and , as to  all

wells, shall describe the proposed wo rk,  inc ludin g kind , 
loc ation,  and leng th of  plugs (by  dep ths ), and  plans Tor 
mud ding , cementing, sho otin g, test ing , removing casing, 
and  othe r pe rti nent info rma tion .

(d)  Subse quent  report  o f abandon me nt. Form  
9-331 shall conta in a deta iled  repo rt of  the  manner in 
which the aba ndonm ent  or plugging work  was 
acco mpli shed , including  the  nat ure  and  quantit ies  of 
material s used in plugging and the  loca tion  ami extent 
(by  dep ths ) of  casing  left in the well;  and the  volum e 
of  mud fluid used. If an at tem pt  was made  to  pa rt any 
casing, a descriptio n of  the methods used and  result s 
obt ained must Ire inclu ded.  [As amended and 
redesignate d from  250.91 at 34 F.R . 13544,  Aug. 22, 
1969.1

§250.93 Monthly report of  operations.

A sep ara te rep ort of  opera tions for  each lease mus t 
be  made on For m 9-152 for each calendar mo nth , 
beg inning with  the mo nth  in which drilling opera tio ns  
are ini tia ted , and must be  filed in dup licate  wi th the  
supervisor on or before  the  20th day  of the  succeeding 
mo nth , unless  an extension of  tim e for  the  filing of  
such  repo rt is gra nted by  the supervisor. The rep or t on 
this  form  shall disclose acc ura tely  all opera tions 
con ducte d on each  well dur ing  each  mo nth , the sta tus  
of  opera tions on the last day of  th e mo nth , and  a 
genera l sum mary of  the  sta tus  of  opera tio ns  on  the  
leased  lands , and  the repo rt must be subm itted  each  
mo nth  unti l the  lease is ter mina ted  or unti l omission 
of  the  rep ort is aut horized  by the supervisor. It  is 
partic ula rly  necessary tha t the  re po rt shall show for 
each  calendar mo nth :

(a) Each well listed  separa tely  by  num ber  and  its 
loc atio n shown if possible.

(b)  Th e num ber  of  days each  well pro duced , 
wh ether oil or gas, and  the number of  days  each  inp ut 
well was in opera tion.

(c) The qu an tity of  oil,  gas, and  wa ter  pro duced ; 
the tot al am oun t of gasoline and  othe r lease pro duc ts 
reco vered; and othe r required inform atio n. When oil 
and  gas, or  oil, gas, and gasoline , or  othe r hy dro­
carbons are  con currently pro duced  from th e same 
lease, separa te rep ort s on this  form should be 
sub mi tted for oil and  gas and gasoline, unless  otherw ise 
autho rize d or directed by  the  superviso r.

(d)  Th e dep th of  each  active or susp ended well ; the  
name , cha rac ter , and  depth of  each forma tion  drilled 
during the  mo nth; the da te  each  such  depth was 
reac hed ; the  da le  and  reaso n for  every shutd ow n: the 
names  and dep ths  of  im po rta nt forma tion  changes and 
conten ts of  forma tion s; the  am ount and  size of  any 
casing run since last repo rt;  the  dat es and results  of 
any  tes ts such  as pro du cti on , water  shuto ff,  or gasoline 
Conten t; and  any  oil ier  notew ort hy  inform v .:on on 
ope rat ion s not spec ifically provided for in the  form.
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(e) If no run s or  sales were made during the  
calendar  mo nth , the rep ort mus t so sla te.

§250.54 Statement of oil and gas runs anti royalties.

When directed  by the superv isor, a month ly rep ort  
shall be made by the  lessee in dup lica te, on  Form 
9-153, showing each run of oil; all sales of  gas, 
gasoline, and  othe r lease pro duc ts; and  the roy alty  
accruing theref rom  to the  lessor. (As amende d at 34 
F.R.  13511, Aug. 22, 1509.  J

§250.95 Well completion or rccomplution report and 
log.

All rep ort s and  logs of  well com ple tions or 
recompletio ns shall be sub mit ted  on  or att ach ed  to 
F orm  9- 33 0 in dup lica te in acco rdan ce with  
§250 .38 (b). 'fli c form shall con tain a com ple te and 
accurat e log and  repo rt of all ope rat ions condu cted on 
the  well as specif ied on the form. Duplicate copie s of  
logs that  may have been  com piled for geologic 
info rma tion  from  cores  or  formation  samples shall be 
filed in add itio n to  the  regular  log. Geologic markers 
and all im portant zone s of  por osi ty and  conte nts  
the reo f; cored intervals;  and all drill-s tem test s, 
includ ing dep th interval test ed,  cushion used,  time tool  
ope n, flowing and  shut-in pressures,  and  recoveries 
shall be shown as provided the refor on Form 9-330 or 
on attach me nts  the reto. If no t previously  furn ished, 
dup licate copies of composi tes of  mul tipl e runs of  all 
well bore surveys,  including elec tric,  radioact ive,  sonic  
and  oth er  logs, tem peratu re surveys, and  dire ctional 
surveys shall be atta che d. (Such copie s are in add ition 
to  field prin ts filed pursuant to § 250.38( d). ) (As 
amended and  redesignated from 250 .92 at 34 F.R . 
13544, Aug. 22, 1969.1

§250.96 Special forms o r reports.

When special forms or reports  oth er  than those  
refer red to in the regula tions in this  pa rt may be 
necessary, ins tructio ns for the filing of  such forms or 
reports will be given by the  supervisor. |Redes ignated 
from 250.95 at 34 F.R.  13544, Aug. 22, 196 9.]  

§250 .97  Public inspection of records.

Geological and geophysical int erp ret ations, maps, 
and dat a requ ired  to  be sub mit ted  und er this pa rt shall

no t be available for  pub lic ins pec tion  with ou t the 
consent of  the  lessee so  long as the lease remains  in 
effec t or  unti l such  time as the supervi sor  dete rmines 
that  release  of  such inform ation is required and 
necessary for  the  pro per  development  of  the  field or 
area. (F .R. Doc. 69-100 27; Filed Aug. 21, 1969. J i

MINERAL LEASES AFFECTED BY 
SECTION 6 OF OUTER 

CONTINENTAL SHELF LANDS ACT 

§250.100 Effect of regulations on provisions of lease.

(a) As conte mp lated by sec tion  6(b ) of  the  ac t, the 
regulat ions  in this  par t will supersede  the  prov isions of 
any lease which is determ ined to  meet the  requ ire­
men ts of  section  6(a) of the  act , to the  ex tent  tha t 
the y cove r the same subject ma tte r, witli the following 
exc ept ions: The  provisions of  a lease with respect to 
the area  covered by the  lease, the  minerals covered by 
the  lease, the  ren tals  paya ble under the lease, the 
royalti es paya ble und er the  lease (sub ject  to  the 
provisions of  sec tion s 6(a )(8 ) and  6(a )(9 ) of  the  act ), 
and the term  of the lease (subject to  the  provisions of 
sec tion  6(a)(10) of  the  act and , as to  su lph ur,  sub ject  
to  the provisions  of  sect ion  6(b)(2) of  the act ) shall 
con tinue in effect and , in the  event of  any  con flic t or 
in c o n sis te n cy , shall take precedence over the 
regulat ions  in this  part .

■ (b) A lease tha t mee ts the  req uirement s of  sect ion  
6(a) of  the  act  shall also be sub jec t to  the  mineral 
leasing regulat ions  appl icab le to  the Ou ter  Con tine nta l 
Shelf, as well as the regu lations rela ting to  geophysical 
and  geological exp lor ato ry opera tio ns  and  to pipel ine 
rights-o f-way in the Ou ter Co ntinen tal Shelf, to  the 
ex tent  tha t those regu lations  arc no t con tra ry to  or 
incons iste nt with  the provisions of  the  lease rela ting to 
the  area  cove red, the  minerals  covered , the rentals 
payable , the roy alti es payable, and  the terms of  the  
lease.

N O TE: T he re co rd  keep in g  or  repo rting 
requirement s of  this  part have bee n approved by the 
Bureau  of  the  Budget in accordance with  the Federa l 
Rep ort s Ac t of  1942. (See 43 CFR, Pa rt 330 0. J
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Th is section of the FEDERAL REGISTER contains notice s to th e pu blic of th e proposed  issuance  of  rules  and regu latio ns . Th e purpose of 
these notices Is to sive Interested  persons an opportu nity to pa rt ic ipate in th e rulem aking prior to  t he  ado ption  of the fin al rules .

DEPARTM ENT OF THE TREASU RY 
Customs Service 

[1 9  CFR Ports 1 3 3 .1 4 1 ] 
TRADEMARKS, TRADE NAMES. AND COPY­
RIGHTS AND ENTRY OF MERCHANDISE 

Invoices Accompanyirg Shipments of 
• Cooks; Extension of Time

Correction
In  FR Doc. 74-19957 appear ing  on page

17105 of the  issue for Monday, May 13, 
1974. In the la st line, th e com ment closing 
dat e, rea dm e "May 3. 1974 ', should read  
"May 31,1074".

DEPARTM ENT OF THE INTERIOR 
Bureau of Land Management 

[4 3  CFR Part 3 3 0 0 ]
OUTER CONTINENTAL SHELF LANDS ACT 

Geological and Geophysical Data 
Submission Disclosure 

CROSS R EFERENCE; For a document
Issued jointly  by the  Geological Survey, 
Departm ent of t he  Int eri or , and  the Bu­
re au  ol Lan d Management , see FR  Doc. 
74-11228,Infra.

"Geological Survey 
[ 30 CFR Part 250 ]

OUTER CONTINENTAL SHELF LANDS ACT 
Geological and Geophysical Data 

Submission Disclosure 
CROSS REFERENCE : F or  a doc ume nt

Issued Jointly by the Geological Survey, 
th e De par tment  of the Inter ior , an d the  
Bureau  of Land Management , see FR  
Doc. 74-11228, in fra .

Office of the Secretary 
[ 3 0 CFR Part 2 50  )

[4 3  CFR Part 3 3 0 0 ]
OUTER CONTINENTAL SHELF LANDS ACT 

Geological and Geophysical Data 
Submission and Disclosure 

The Depa rtm ent  of the  In te rio r is con ­
side ring  am ending tl ie regula tions Issued 
pu rsu an t to the  Ou ter  Conti nenta l Shelf 
Lands Act <OC3 Act) (43 U.S.C. 1331- 
1343) with the  obje ctive of imposing new 
require men ts with respec t to geological 
an d geophysical exp loratio n under pe r­
mi ts and  pursuan t to leases on tlie  O ute r 
Co ntinen tal Shelf an d the  disclosure  of 
inform ation an d da ta  obtained by such 
exp lora tion . Tt Is believed th a t the  sub­
mission of such da ta  to the Geological 
Survey  and  the disc losure of suc h In­

for ma tion  to I lie ru bl ic  w ill serve tlic 
public  int erest, conserve na tu ra l re ­
sources, encourage com peti tive bidding, 
and assure Llic rec eip t of a fa ir  ma rket 
value for  Federal resources . To th at  pur ­
pose the Dcpai tm cn t lias  under consid­
era tio n tlie  am endm ent o f  30 CFR Par t 
250 an d 43 CFR P ar t 5500; a dr af t of 
sucli regula tions is se t fo rth  below.

A public heari ng  will be held  in the  
Audi torium, Depart men t of the Interior,  
Washington.  D.C., beg inn ing  a t 10 a.m., 
Monday, July  15,1074, a nd  co ntin uing, if 
necessary, thr ou gh  Ju ly 1G, 1074. Re­
quests to appe ar a t the hear ing should 
ba submit ted  to the Directo r. Geological 
Survey, Nation al He adqu art ers  Center, 
U.S. Geological Survey. Res ton, Virg inia 
22092, by July 8. 1974. A notice an ­
nouncing procedu res to be followed at 
live hearing and  informa tio n which must 
be filed with  the reques ts to appear will 
be publi shed  in tlic  Federal R egister on 
May 31. 1074. Writ ten  comments , includ­
ing  suggested mod ifica tions  of, or 
amendments  to. the  dr af t rcm ilatio ns or 
alt ern ative  proposals, should be sub­
mi tted  to  tlic Directo r, Geological Survey 
by t lic close of business  Ju ly 5, 1074. Tlic  
purpose of reques ting such comm ents 
prior to tlic  heari ng  is to ass ist the  De­
pa rtm en t in tlic  c ond uct of the  hearing . 
Writ ten  com ments may  be sub mit ted  to 
tlic  same oliiccr af te r the he ar ing and  
will be rece ived u nti l the close  of business 
on F rida y, Au gust  23. 1974.

At th e h ear ing  an d in tlie  w rit ten  com­
me nts  the De pa rtm en t par ticula rly  
wishes  to receive both com men ts on tlic 
dr af t regula tions an d reco mmenda tions  
as to alt ern ative  methods of achieving 
these objectives. Af ter  al l com men ts and  
recomm endatio ns have  been received and  
studied the De pa rtm en t will publ ish a 
proposed regula tion  for comment .

The d ra ft amend me nts  of 30 CFR P ar t 
250 and  43 CFR P ar t 3300 ar c as follows;

1. In  5 250.38 the  hea ding is revised, 
pa rag raph  (g) is red esigna ted  pa rag rap h 
(h) and  a new' pa ragr ap h (g) is added 
as follows:
§ 250.3 8  R ecord* f  1*010 g e o lo g ic a l an il  

g e o p h y s ic a l M in c y s  an d  well op era-  
li o n s .

'U> Upon reques t by the Superv isor 
the lessee shall  make ava ilabl e to the 
Supervisor all da ta  obtain ed in any  geo­
phys ical exp lora tion  on  th e lease  and the 
processed inform ation de rived from such 
da ta  willi ext raneou s sir na ls  and in te r­
ference  removed, in a for ma t a nd quality 
suit able fo i int erp ret ati ve  evalua tion , re­
flecting s ta te -o f- th e- ar t processing t ech ­
niques, including:  <1> eoiiii iioii-dcpth - 
point seismic da ta , (2) high resolu tion

da ta . Inclu ding  those from  shallow and 
deep sub boltom  prof ilers , bat liyinc'. ty. 
side scan  sonars.  ma gnetome ters and  
bottom  prol ilers , «3) gra vity and ma g­
net ic dat a and (4) dat a from s;r c. r.l  
studie s such  as re fra cti on  surveys, veloc­
ity surveys nnd  c'onial con fiu rat lon  
stud ies.

2. Sec tion  250.70 is added to read as 
follows:

§ 2 5 0 .7 0  C co liigi ca l mid  gco pliy-ica l c \ -  
plo ra lio ii  pe rm it* .

Any agency of the  United  State s er  
any  person wishing to c onduct  q c o l o I 
or geophysica l e xp loratio ns on the  O ute r 
Co iiiincnta l She lf mu st ob tain a p' -:: ;:. t 
for sucli exp loratio n f rom th e S uper s 1 er. 
Th e Sup ervisor may issue sucii a pe rm it 
upon receiv ing a pro per app lication  anti 
upon finding th a t sucl i exploration - ;ii 
no t interf ere  with o r en danger ac tual  e .i -  
cro lions  under any  lease  m ai nta in 'd  cr 
gran ted  p ursuan t to t lie  Oute r C ontinen­
ta l She lf Lands  Act an d th a t ttic-i r g -  
plb ral ion  will no t be und uly  ha rm ful to 
aqua tic  life in such are a. Th e appli ca ­
tio n for  an  explo rati on per mi t sha ll te  
on a form approved  by the  Directo r. Ge­
ologica l Survey, and contain  nt a mini­
mum the following inf ormati on ; '1)  type  
of e xplora tion  to be conducted. '2> m. li ­
ne r in which the exp loratio n wil! l.c 
conducted. <3> loca tion  on tlie  O ; 't  
Co nti nenta l Shelf where tlic explore*:an 
will be conducted. *4i purpo -c of con ­
ducting  such  explora tion . '5 ' the  *-.•- 
mat  in which, the dat a collect ' d  -  i'i i?  
rep resented.  and  <61 the da tes  on v it 
tlic  exp lora tion  will be commcr. fcd and  
conipictcd.

3. Sect ion 250.71 is added to read  as 
follows ;
§ 250 .4  I C rtdo gira l l. \| d n ra li n o .

Tlie following geological da ta  and  
processed inform ation whe n required 
under any  geological and  gee. h ' 1
exp lora tion  per mi t approved  b " 'li e :- 
pervi  or. sha ll be mad e ava ilable to »:•» 
Su pe rv isor  w ithi n 30 day .; af t-  r th e  c-. ;i 
lect ion of tlie  da ta : Pmei tlrri. i,z,
That any  da ta  and processed  ipf '-rma - 
tion  obtained during t.totogical c ipl, 
lions depictin g environm ental Im. ar  i - 
hyd roca rbon shows or b oth  shal l b •» m. ■ 
ava ilable to tlie Sup ervi sor  iinined iaP ;••• 
upon collec tion:

■o' Accurate  and com plet e reco rd-  z.f 
all  in illogical and  geochemical da'.-. re­
sult tin:  Irn m each dri lli ng  ope ratic .!!:

■ b> l ’alc on to lo ri ca l re po rt s Ic 'rn t'i '- - 
Ing  mi cro sco pic  fos sil s by dc pt li  'n o t re ­
ta in in g age in te rp re ta ti ons bat ed  i,,v -, 
sin li  id en ti fi ca ti on ) unless wa-im d 
.sam ples ar c m ai nta in ed  by tl ic  p er m it te e
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for paleontological determination and 
ore made available for Inspection by the 
Geological Survey;

tc) Copies of logs or cha rts of elec­
trical.  radioactive, sonic, and other  well 
logging operations;

id) Analyses of cores or bottom sam­
ples or a representative  cut or split of 
the core or bottom sample;

<c> Detailed descriptions of any hy­
drocarbon shows or hazardous condi­
tions encountered during operations, 
including near losses of well control, ab­
normal gcopressures. and losses of cir­
culation; and

if) Such other  geological and geo­
chemical data and processed informa­
tion to be obtained under the permit 
as may be specified by the Supervisor.

4. Section 250.72 is added to read as 
follows;
§ 23 0.72  Ceopliysle al Exp loratio n.

The following geophysical data  and 
processed information when acquired 
under any geological and geophysical 
exploration permit approved by th e su­
pervisor shall be made available to the 
Supervisor within 30 days afte r collec­
tion; Provided, houever, Th at any data  
and processed information obtained d ur­
ing geophysical exploratiors depicting 
environmental hazards or hydrocarbon 
shows or both shall be made available 
to the Supervisor immediately upon 
collection:

(a) Accurate and complete records of 
cacli geophysical survey conducted under 
exploration permit, including final loca­
tion maps of ail survey stat ions;  and

«b> All d ata  developed under  any ex­
plorat ion perm it and the processed in­
formation derived the refrom  with extra­
neous signals and interfe rence  removed, 
in a format and quality suitable for in­
terpreta tive evaluation, reflecting state - 
of- the -ar t processing techniques, includ­
ing

(1) Common-depth-po int seismic
data.

>2> High resolution data,  including 
those from shallow and deep sub-bottom 
profilers, bathymetry, side scan sonars, 
magnetometers  and bottom profilers.

<3) Gravity  and magnetic  data, and 
i4> Data  from special studies such as 

from refrac tion surveys, velocity surveys 
and  oonial configuration studies.

5. Section 250.73 is added to read as 
follows-

§ 23 0.73  Terms mid Condit ions of  l*rr- 
■nils.

Geological and geophysical exploration 
permits  issued by the  Supervisor shal l be 
subject to such terms and conditions as 
he may determine  to be necessary and 
proper including but not by way of limi­
tation . terms and conditions to:

11) Avoid interfering with or endan ­
gering actual operations under  any 
lease mainta ined or granted purs uant  to 
the  OCS Act.

12) Prevent  undue harm  to aquatic 
life in the area  of the  geological or geo­
physical explorations; and

(3) Frovide for the means by which 
data will be collected, the form at by

which the data will be represented, and 
the mann er In which It will be made 
available to the  public purs uant  to 30 
CFR 250.07.

6. Section 250.74 Is added to read as 
follows;
§ 230.74 Reservation of Riglil.

As a condition of the righ t to conduct 
geological and geophysical explorations 
on the Outer Continental Shelf under  a 
perm it approved by the  Supervisor the 
Supervisor may a t his discretion require 
tlia t an employee of the  Geological Sur­
vey be present at any or all times during 
which geological and geophysical explor­
ations  arc being conducted purs uan t to 
an approved permit.

7. Section 250.97 is revised to read as 
follows:
g 23 0.97  Pub lic ava ilab ility  of  records.

la) Geological and geophysical inte r­
pretations, maps, data and processed in­
format ion relating to the submerged 
lands of the Outer  Continental Shelf ob­
tained prior to January 1, 1975, pu rsuant 
to exploration permits  or under  leases 
and required to be submitted to the  Su­
pervisor under  th is Pa rt or 43 CFR Part
3300 shall no t be made available for pub­
lic inspection without the consent of the 
lessee so long as the  lease remains In ef­
fect or  un til such time as the Supervisor 
determines that  release of sucli infor ­
mation is required and necessary for the 
proper development of a field or area;  
Provided, however, T ha t data  and proc­
essed information depicting environ­
mental  hazaids shall be made public 
immediately.

ib> Geological and geophysical in ter ­
pretat ion, maps, d ata  and processed in ­
formation relating to submerged lands 
on the  Outer Continental Shelf obtained 
afte r January 1. 1975, pursuant to ex­
ploration permits  or under leases and re­
quired to be submitted to the Supervisor 
under this P art  or 43 CFR Part 3300 shall 
be made available for public inspection, 
if rela ting  to submerged lands which 
have been leased. 60 days afte r the data 
and processed informa tion were obtained 
or. if relating to submerged lands which 
have not been leased, t en years after the 
data  and processed informat ion were ob­
tained. or after the issuance of a lease, 
whichever is sooner: Provided, however, 
Tha t da ta and processed information ob­
tained under exploration permits depict­
ing hydrocarbon shows may be made 
public immediately when judged to be 
significant  by the Director. And provided 
further. T hat data and processed infor­
mation depicting environmental hazards 
shall be made public immediately.

8. It is proposed to amend to 43 CFR 
Pa rt 3300 by adding para graph 'e l to 
section 3300.1:
§ 3 300.1  l’ersmiv qnalifieil In lmlil 

leases.

<c’ In order for any person to be n 
qualified bidder p ursuant to the require­
ments of section 8*a) of the OCS Act, at 
any outer Continental Shelf lease sale 
to be held al ter Jan uary 1, 1975, tlia t 
person must have made available to the

Supervisor within 120 days after the ca! 
for nominations for that  sale is pub 
lislicd In the Federal Recisier all geo 
logical und geophysical da ta and proe 
essed information of the following spcei 
lied types obtained by that  perron at an;, 
time after August 7. 1933, within tna 
area defined bj' the call for nominations 

(1 ) Ceolooieal: (at Structural in 
terprcta tions based on available geologi­
cal and geophysical data  of the type 
which would be submitted with an ap ­
plication  for approval of a n cxplorator; 
drilling program purs uant  to 30 CF r 
250.34ia). Co) accura te and complete 
records of drilling, logging, directional 
well surveys.’ perforations. formation’ 
penetrated,  the content and charac ter 
of oil. gas. and other mineral deposits 
and water in each formation,  and any 
other pertinent geologic and geophysical 
informat ion, (c ) paleontological reports 
identifying microscopic fossils by depths  
‘not  tlie resulting age interpretation: 
based upon such identifications) unless 
washed well samples normally main­
tained by the lessee for paleontological 
determinations are made available for 
inspection, id) copies of logs or charts 
of electrical, radioactive, sonic and 
other well legging operations anti direc­
tional well surveys. <e) copies of reports 
on cementing, perforating, acidizing, 
analyses of cores or similar service:, and 

< if i any o ther  geological reixuts and rec­
ords of operations  when required and 
in tire manner and form prescribed by 
the  Supervisor;

i2) Geophysical: <a' Accurate and 
complete records of each geophysical 
survey conducted within the area  defined 
within the call for nominations for t liat 
sale including final location maps of all 
survey stations,  ib) all data developed 
in any geophysical exploration and the 
processed information derived from tha t 
data with extraneous signals and inter- 
feicncc removed, in a format  and qual­
ity suitable for interpre tative evaluation, 
reflecting sta te-of- the -ar t processing 
techniques, including: Hi  Cornmon- 
dcpth -poi.i t seismic data . '2 ' high res­
olution data,  including those from shal ­
low .and deep sub-bottom profilers, 
bathym etry. side scan sonars, magne­
tometers and bottom profilers. '3 ' 
gravity and magnetic data  and <4> data  
from special studies such as refraction  
surveys, velocity surveys and domal con­
figuration studies.

Dated:  May 10. 1974.
Jonx C. W hitaker. 

Under Secretary of the inter ior.
|FR Doc.74-11228 Fi led  5-1 5- 74 :8 .45 ADl|

DEPARTMENT OF HEALTH. 
EDUCATION, AND WELFARE 

Food and Drug Administration 
[2 1 CFR Part 310] 

METHADONE
Multiple Enrollment Prevention 

Section 310.505<c) (3) ‘21 CFR 310.- 
505(e)( 3)) , formerly { 13O.44.'c) (3> of

N,> !•<! - —4
rtntRAt Rtcistre. voi no. os-..niussnAY. may ia. ioza
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L e a s e N o .. ..
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M O N T H L Y  R E P O R T O F O P E R A TI O N S  

O U T E R C O N T I N E N T A L S H E L F

Ar e a------------------------  Bl o c k ----------  Fi el d--------------------- 1---------------- A dj a c e nt S t a t e _ _ _ _ _ _ _ _ _ _ _ _
T h e f oll o w i n g  is a c orr e ct r e p ort of  o p er a ti o n s a n d pr o d u cti o n (i n cl u d i n g dr illi n g  a n d pr o d u c i n g , w ells ) f o r t h e

m o n t h o f

w « u
N o .

L o c al i o n 
( B y s u b di vi si o n)

li a r s
P r o B a s r x i j  or  O n D ai l t  At c k a oi O r s v C v . F t . o r G a s 

(I d  t h o u s a n d s)
B a r r r u  o r W a t r r  

(I f n o c e. s o st at e)
R E M A R K S  

( H  dr;. : ar.  c * p U :
If s h ut d o v e , c a u s e; et c.)

»

C o m p a n y _ _ _
A d dr e ss _ _ _ B y -------------------

Titl e ............ .......... D at e _ _
o r t al es of g as olin e d uri n g t h e m o nt h. ( W rit e  “ n o " w h er c ° a p p bri bii’ j M   f t ' ° f  g “  “ O l d ; ------------------------------- r U  M
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DEPARTMENT OF THE IN T E R IO R  S S ?
G E O L O G IC A L  S U R V E Y

Fevwt approved.
Bod pel Bureau No. 42 -K H S I.

S. LEASE DESIGNATION ADD BIB LAL. DO.

WELL COMPLETION OR RECOMPLETION REPORT AN D LO G *
jjA. TYPE o r  WELL. w u x  J—J Q  Q  OU m

K TYPE OF COMPLETION:
o’ ° » a  □  : « s n  « " • . . □  <>, ». ,

7. OU T ACBECMCNT NAME

• .  WELL NO. j

S. adoeess or  ofeeat oe

10. FIELD AND POOL, OB W IU KiT

4. locatio n or WILL {R tp o r l location clearly and m accordance with  any  State  req uirem ent* ) •

At aarfaco

F” At top prod. In terval  reported below

■ -
A t total  depth

11. arc ., T.. a ,  m .. oa bloc s ard slbvst  
OB ABES

1 14.  rc au iT  no . da te  la ats o
1 1

12. COUNT! OB 13. STATE
paa iaa

IS . DATE SPUDDED j 14. DATS T.D. BEACHED | 17. DATS COMFL. (Rc cdp  to pro d.)  j jg  ELEVATMANB (DP. BSS, BT. CB. BTC.)* J 1 9 - B L K T - CASINOHEAD

W. TOTAL DEPTH. MD A TVD ,2 1 . FLUO. BACX T.D.. KO A TYD | 22. IF MCLTIFLC COMFL., 1 23 . IMTEBVALS BOIABT TOOLS CABLE TOOLS
BOW Ka n t*  1 DBILLSD BT

24. PBO0UC1NO INTEBVAL(a). OF Tfl lB COMPLETION---TOP. BOTTOM. VaME (MD AND TVD)*  2 i-  WAS DISECTIONAL
BCavET MADE

26. T ir e el ec tb ic  and ot be b logs i 27. » i l  WILL  CCILC

CA SING  RE CO RD  iR tp o r i o il  i l n y t  le t  m  w r i t)
CASINO BILE WEIGHT. LB./FT. | DEPTH BET IMD> HOLE SUE J CCMKXTSNC RECORD AMOCNT PULLED

*■ . . .

S

23. LINER RECORD 3O. TUB ING RECORD
TOP (MD) BOTTOM 4>ID) j SACKS CEMENT* SCREEN (MO) SUE DEPTH SET (MD) PaCKCB SET (MD)

i
1I

31. FEtrosATiON becobd t/nrerraJ. (ir e and ovmbrr) IX ACID. SHOT. FRACTURE. CEMENT SQU EEZE ETC.
DEPTH INTERVAL (M D)  j AMOUNT A.VD BIND OP MATERIAL LAID

PRODUCTION
pa t*  itaaT  pbodlctio n PaODL'CTlON MIT BOD {F lo w in g , p o t li f t,  potn ptn g— tx i t  and typ« • /  pu m p}

p it s  o r i u i

I

ROLFS TESTED ch oc s s u b pbod 'n . for o il — aa u cas— mc p
te at fe biod  |

water — aa u
1

GAS-OIL EATfO

FLOW. TVEtMO PUBS.

1

Casino  fbea sl bc ca lc ul at ed  
24-ho cb  bate 1 1

OIL CBAVITT-APl (COBN.)

>4. DISPOSITION o r OAS {S o ld , * t< d  to r  J o t I, v tn l t d ,  tt c .)

t t .  Wat oy anacMMBNva

TEST WITNESSED BT

St.  1 he rtbj ce rti fy th at  the fo re to ld ; and attached Information  la complete and correct aa determ ined from  all  avai lab le records

•, 0 I , r D  -- ------------------------------------------- TITLE DATE 

STORM CHOKE

TY Pg

’ (See Imlrvctiom  and Spaces (or Addit io nal  Da ta on Reverse Side)

LOC. ______
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UNITE D STATES schm it tn tr ipl icat e*(May 8-a-T-b . v-b.-e- vep- -»■ i . r- i i t t - r-t-b i r - »  (O ther  InatrucUoo a oa re-DEPARTMENT OF THE INTERIO R .eraeaidoi
G EO LO G IC AL SURVEY

Form approved.
Bud<et Bu rrao No. 42-R l« 2«.

ft. LBABB SrtSICMATIOM ANO BBBUL NO. ~

SUNDRY NOTICES A N D  REPORTS O N  WELLS
(D o not oat thia  form fo r propc«a!a to dr ill  or to deepen or pluc back to a dlTcrent  rese rvoir.

Um  -A PPLIC A TIO N  FOR PERM IT —-  for such propound a.)

r
•a  r - |  cab r—,w in  LJ  wat t LJ  OTBia

7.  UNIT AOBBEMSMT MAMB

8. ra au  oa lcass mam*

/
8. Aboaxaa or ofabatob 8.  WBLL MO. •

4. lo ca tio n or v n . i  (Rep ort location clea rly aod In accordance wi th  any State  requlrementa.*
See also apace 17 below.>
A t surface , \

A t to p  pr od , in te rv a l

A t t o t a l  depth

10. na u>  amo foo l,  oa v il o c a t

11. «acM t .. a^ oa auc . an d
so btx t oa  abba

14. PBKMIT M3. | IS. BLBVATlONS (Show whether or. at. cm. ate.) 12. COOMTX OB FAMISH I X  BTATS

Ch eck A p p ro p ri o le  B o i To  In dic at e N atu re  of N o ti c e , Rep ort , or  O th er D a ta

18. 1 hereby ce rti fy  th at  the fo reso ln f 1» tru e .a d  correct

SI CKED _________________________________________  T IT L E ______ ___________________________________  DA TE_______________ 2_________

(T bl s lp .e e fo r Fed eral  or State office d m )

APPROVED BY ________________________________ _  TIT L E __________________________________ ________ DA TE_________________________
CONDITIONS OF APPROVAL, IF AN Y:

*S ee  Instructions on  Rev erse Side
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SUBMIT IN TRIPLICATE*

UNIT ED  STATES
DEP ARTM ENT OF  TH E IN TER IO R

GEOLOGICAL SURVEY
0.  LEASS DESIGNATION AND StBLAL NO.

APP LIC A TIO N  FOR  PERMIT TO DRI LL , DEEPEN, OR  PL UG  BA CK
la -  TTPS OP w o es  _t _

DRILL □  DEEPEN □  PLUG BACK □
b. TTPS OP WSLL

OIL |— 1 OAS f—1 BINOLS 1—| MCLTIPLS f - |
WELL LJ WILL LJ OTftES « > *•  L J  *> "« L J

7.  ONIT AGREEMENT VAMB

6.  FARM OS LXASB VAMB

6. WSLL KO.

10 . PISLD AND POOL. OS WILDCAT

4 . vocation op  w el l (Report location clearly and Id accordance with  to y State  requirements.’ )
A t surface 1 1 . SEC.. T .. S..  M.. OS SLK.

AND SOSVST OS AREA

I A t proposed prod, sone

fc - ' - -  . .
14 . DISTANCE IN MILES AND DISECTION PBOM NEAREST TOWN OR POST O m C S* 12 . COONTT OS PARISH |  IX  STATS

lb . DISTANCE FROM PROPOSED*
VOCATION TO NEAREST
PROPERTY OB LEASE LINE. FT.
(Also  to nearest dr lc un it line. If  any!

16 . NO. OP ACSES IN LEASE 17 . NO. OP ACRES ABSIONED
TO THIS WELL

IS . DISTANCE PROM PKOrOSCD LOCATION*
TO KCsREST WELL. ItPILLINC. COMPLETED.
DR APPLIED FOR. ON THIS LEANS. PT.

19 . PROPOSED DEPTH 20 . ROZASI OS CABLE TOOLS

» l.  r  lr v .n o  N a (Show w h .t ie r DP. RT.  CR. .to .)  »»•  * » « < « .  ■ >*«  ’ »»« w in . In n -

p ' * * •  PR OP OS ED  CASINO A N D  C EM EN TIN G  PR OG RA M i

r  . .  .
SIZE OP HOLE SU B OP CASINO WEIGHT PCR FOOT PCTTINO DEPTH qCAVTITT o r  CEMENT

I ■

IV abo ve sp ac e  d e sc sis e  pr op os cd  procram  : I f  proposal Is to deepen or  p lo r back, f ir e  da ta on present productive tone and proposed new productive 
sone. I f  proposal la to d ri ll  or  deepen directio na lly , five pertinent da ta on subsurface locations and measured and tro e ve rt ical  depths. Give blowont 
preventer program. If  any . •

 —

SM S CO_____________________________________________________

(T hi s space fo r Federal  or Sl ate office use)

PERM IT VO______________________________________________________________ APPBOVRL DATE____________ _______________________________________________________ —

APPROVED ST ________________________________________________ TtTLV______________________________________  ■ ■ DATS — ----  — ■ -
co nd it io ns  o r  apts ov al . ir  ant  :

‘ See Instructions O n  Reverse Side
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g ™  »- , M  UNITE D ST AT ES  Lease No__________________
co?iflJNLy,O ,N AL DE PA RT ME NT  OF  TH E INTE RIOR
Knd cr t I I , . r » .  Xo.  . « - n  1= 37  2 . GEOL OG ICAL SU RV EY  Unit Area________________App ro va l ex pi re * 12 -31-7 .*! ------------------------------------

LESSEE’S MONTHLY REPORT OF SALES AND ROYALTY
OUTER CONTINENTA L SHELF OPERATIONS

Area Bloc k____________  Field______________________ Adjacent State____________
Following arc ALL mns  a nd  sales made dur ing  month o f__________________________

(If n o runs or sales of  a ny  products were made,  s tate N ON E under  the  appropriate headlnc)

O IL GAS ,
Tan k No. Data Net  Darrels Run Gravit y Price  per 

Barrel Value Sales In 1.000 cu . ft. 
at 10 oz . a nd 14.41 Pric e per 1.000 cu . f t. Value

V*

Total At u a o k T otal

PCECKASEB OF ABOVE G aS

‘ GASOLIN E
6ales In Oallons Price per Oallon Value

T otal Avxeaox T otal

P urc haser o r  A bov e G as ou xe

BUTANE AND OT HE R LIQU ID PRO DUC TS
Sales  In Oallons Pric e per Gallon Value

Total B arb els R un Average  P rice T otal Value Total A verage T otal

P urchaser o r Above  Oil PUECHASEE or  ABOVE BuiAX E OB OTHER LIQUID PBODCCTS

ROYALTY ACKNOWLEDGMENT
Product Bales Ro yalty

Rate Ro yalty  Quantity* Royal ty Value I hav e read  an d exam ined the sta tem en ts mad e hercor. 
an d find them  t rue , accura te,  an d comp lete.

C o m p a n y

A d d r e ..

OIL
(Barrels)

OA8
(1.000 cu. ft.)

OA BOLIN E
(Oallons)

BU TA NE  
and Other 

Liquid Prod.
By

T i t l e  n .f e
TO TA L VALU E O P ROY ALT Y

•Wh ere applicable, sta te “ None"

N O T E j Refer to  Oute r Co nt inen ta l Shelf  Regulat ion s, 3 0  CFR Pa rt 2 5 0 .9 4 , when preparing  this form.
Submit on  or before 20 th  d ay  of  succeeding  month.
The United  Sta tes  C riminal  Code, 18 U. S. C. 1001, makes i t a criminal offense to  make a willfully false st at em en t or re pre sen ta­tion to  any De pa rtm en t or Agency of t ho United State s aa to an y m at te r wi thin its  juri sdictio n.

35 -650  0  - 74 - 12



UNITED STATES DEPARTMENT OF THE INTERIOR 
GEOLOGICAL SURVEY 

GULF Or MEXICO AREA

Ap ril  18, 1974

NOTICE TO LESSEES AND OPERATORS 
PCS ORDER NUMBER 11

The a ttached  OCS Ord er  No. 11 su pe rsed es  In te r im  O rd er No. 11 da ted 
A p r il  5,  1972,  and s h i l l  be a p p li c a b le  to  a l l  o i l  and gas w e ll s  lo ­
ca te d on the O ute r C o n ti n e n ta l S h e lf ,  G u lf  o f  M exic o, w it h  th e l im i t a ­
t io n s  as described  i r  th e  f i r s t  para gra ph  o f  th e  O rd e r.

The O rd er,  which  is  e f fe c t iv e  May 1 , 1974 , w i l l  be un der  th e  a d m in is tr a ­
t io n  o f  th e Area O il  and Gas S u p e rv is o r fo r  P ro d u c tion  C o n tr o l.  A ll  
a p p li c a t io n s  fo r  appro va l and a l l  s u b m it ta ls  o f  in fo rm a ti o n  re q u ir e d  by 
th is  O rd er w i l l  be made to  th e Area O il  and Gas S u p e rv is o r fo r  P ro d u c tion  
C o n tr o l,  Pos t O ff ic e  Box 7944 , M e ta ir ie ,  L o u is ia n a  70011.

The e f fe c t iv e  dat e fo r  b a la n c in g  p ro d u c ti o n  in  co m plia nce  w it h  Pa ra gr ap h 4 
o f  th e  Order  s h a ll  be J u ly  1, 1974.  P r io r  to  th a t  d a te , o p e ra to rs  s h a ll  
subm it  on Form 9-18 66  (R eq ue st  f o r  R e se rv o ir  MER) a pro po se d maximum 
e f f i c ie n t  ra te  (MER) fo r  each p ro duc in g  r e s e r v o ir ,  in c lu d in g  as much as 
is  a v a il a b le  o f  th e in fo rm a ti o n  re queste d  on th e fo rm . As o f  J u ly  1,  1974 
p ro d u c ti o n  from  a l l  re s e rv o ir s  s h a ll  be cons id e re d  in  bala nce  and a l l  
p ro d u c ti o n  su bs ea ue nt  to  J u ly  1,  19 74 , s h a ll  be m a in ta in e d  in  bala nce  w it h  
ap prov ed  MER's in  ac co rdan ce  w it h  th e  p ro v is io n s  o f  Para gr ap h 4.

The dat e fo r  s u b m it ta l o f  th e  i n i t i a l  Q u a rte r ly  O il  W ell T est Rep ort  
(Fo rm 9- 18 69 ) s h a ll  be Septe mb er 10 , 1974 (T e s ti n g  P e ri o d : June 11 - 
Septe mb er 10).  Su bs ea ue nt re p o rts  s n a il  be su b m it te d  in  ac co rd an ce  w it h  
th e  p ro v is io n s  o f sub ia ra g ra ph  5 .C .

The date  fo r  s u b m it ta l o f  the i n i t i a l  Semiannual Gas W el l T es t R eoort  
(Fo rm 9-18 70 ) s h a ll  be December 10 , 1974 (T e s ti n g  P e r io d : June 11 -  
December 10).  Su bseq ue nt re p o rts  s h a ll  be sub m it te d  in  ac co rd an ce  w it h  
th e  p ro v is io n s  o f  su bp ar ag ra ph  6 .C .

The form s a tt ached  to  th e  Ord er are  ty p e w r it te n  con ie s o f  th ose  re q u ir e d  
to  be subm it te d . I t  ' . . i l l  be a p p ro x im a te ly  60 davs b t -o re  th e  U n ited  
S ta te s  P r in t in g  O ff ic e  can fu rn is h  us a supp ly  O' p r in te d  fo rm s fo r  d is ­
t r ib u t io n .  U n t il  we re ce iv e  th e | » i r - ; d  fo rm s, v.e s oges t th a t  yo u use 
re p ro d u c tion s  <f the a tt a che d  fo rm s. We w i l l  m a"'n :;H i a li m it e d  su r.p ly  
o f  th e  ty p e w r it te n  c o ii e s  which  we ta n  fu rn is h  u io r  re q u e s t fo r  re p ro ­
d u c ti o n  pur po se s.



177

The number o f copies requ ire d to be subm itted fo r  each o f the  att ached 
forms sh all be as fo llow s:

Form Number T it le Number o f Copies*.

9-152 Monthly Report  o f Opera tions 3 (one (1)  marked 
fo r  PUBLIC 
INFORMATION)

9-1866 Request fo r Reservo ir MER 2

9-1867 Request fo r Well MPR 2

9-1868 Well  Pote ntia l Test Report 2

9-1869 Qua rter ly  Oil Well Test Report 3 (one (1)  marked 
fo r  PUBLIC 
INFORMATION)

9-1870 Semi-Annual Gas Well Test Report 3 (one (1) marked 
fo r  PUBLIC 
INFORMATION)

9-1871 Packer Tes t 2

Please note  th a t Form 9-152 (Mo nthly Report o f Op erations)  w il l be 
submit ted  to  the Area O ff ic - in  M e ta ir ie , Lo uisian a,  subsequent to 
the  date o f th is  Order. rc '-:ner ly,  th is  form was subm itte d to  the 
ap prop ria te  D is t r ic t  o ff ic e .

L. E. McBee
Act ing O il and Gas Su pe rv iso r 
Production Control 
Gul f o f Mexico Area

Attacn ~£n ts
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M «y l ,  1974

OC S O r d e r  N o . 11

UN ITE D STA TES 
DEPARTMENT OF THE IN TERIO R

GEOLOGICAL SURVEY \
CONSERVATION DIV ISIO N 

GULF OF MEXICO OCS OPERATIONS 
GULF OF MEXICO AREA

NOTICE TO LESSEES AND OPERATORS OF FEDERAL OIL  AND GAS 
LEASES IN  THE OUTER CONTINENTAL SHELF, GULF OF MEXICO AREA

OIL AND GAS PRODUCTION RATES,
PREVENTION OF WASTE, AND 

PROTECTION OF CORRELATIVE RIGHTS

T h is  Ord er  i s  e s ta b l i s h e d  p u rsu a n t to  th e  a u th o r i t y  p r e s c r ib e d  i n  30 
CFR 2 5 0 .1 , 30 CFR 2 5 0 .1 1 , an d in  acco rd ance  w it h  a l l  o th e r  a p p l ic a b le 
p r o v is io n s  o f  30 CFR P a rt  250, and th e  n o t ic e  a p p e a rin g  in  th e  F ed era l 
R e g is te r , d a te d  De cem ber 5 , 1970  (35 F .R . 1 8 5 5 9 ),  to  p ro v id e  f o r  th e 
p re v e n ti o n  o f  w ast e  and c o n se rv a ti o n  o f  th e  n a tu r a l re so u r c e s  o f  th e 
O ute r C o n ti n e n ta l S h e l f , an d th e  p r o te c t io n  o f  c o r r e l a t i v e  r i g h t s  
th e r e in .  T h is  Ord er  s h a l l  be  a p p l ic a b le  to  a l l  o i l  an d gas w e l l s  on 
F ed er al le a s e s  i n  th e  O ute r C o n ti n e n ta l S h e l f  o f  th e  G u lf  o f  M exi co ; 
p ro v id e d , how eve r,  th a t  i t  s h a l l  n o t a p p ly  to  o i l  an d gas w e l l s  on  a 
le a s e  o f  whi ch  an y p a r t l i e s  w it h in  th e  d is p u te d  are a r e fe r r e d  to  in  
pa ra gr ap h 4 o f  th e  Supp le m en ta l Dec re e o f  De cemb er  2 0 , 1971 , in  Uni  te d 
S ta te s  v s . L o u is ia n a , e t  a l . , 404 U .S . 388 (1 97 1)  . A l l  d e p a r tu re s  fr om 
th e  re q u ir e m en ts  s p e c i f i e d  in  t h i s  Ord er  s h a l l  be  s u b je c t  to  a p p ro va l 
p u rsu a n t to  30 CFR 2 5 0 .1 2 (b ) . R e fe re n c e s  i n  t h i s  Ord er  to  a p p r o v a ls , 
d e te r m in a ti o n s , an d re q u ir e m en ts  fo r  s u b m it ta l  o f  in fo r m a ti o n  o r  a p p l i ­
c a ti o n s  f o r  appro va l a re  to  th o se  g ra n te d , mad e,  o r  r e q u ir e d  bu th e  O il 
an d Gas S u p e rv is o r  o r  h i s  d e le g a te d  r e p r e s e n t a t i v e .

1 .  D e f in i t io n  o f  Te rm s. As  use d in  t h i s  O rd er , th e  fo ll o w in g  te rm s 
s h a l l  ha ve  th e  mea ni ng s i n d ic a t e d :

A . Was te  o f  O il  and G as. The d e f i n i t i o n  o f  w a st e  a p p ea ri n g  i n
30 CFR 2 5 0 .2 (h ) s h a l l  a p p ly , an d in c lu d e s  th e  f a i l u r e  to  t im e ly 
i n i t i a t e  en ha nc ed  re c o ve ry  o p e r a ti o n s  whe re  su ch  m et hods wou ld 
r e s u l t  i n  an  in c re a se d  u l t im a te  re c o v e ry  o f  o i l  o r  gas under  
so un d e n g in e e r in g  an d ec on om ic  p r i n c i p l e s . En ha nc ed  re c o v e ry 
o p e ra ti o n s  r e f e r s  to  p re ssu re  m a in te n a n ce  o p e r a t io n s , se co n d a ry  
and t e r t i a r y  r e c o v e ry , c y c l i n g ,  an d s im i la r  re c o v e ry  o p e r a ti o n s 
w hi ch  a l t e r  th e  n a tu ra l fo r c e s  in  a r e s e r v o i r  to  in c r e a s e  th e 
u l ti m a te  re c o ve ry  o f  o i l  o r  g a s .
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B. C o r r e la t iv e  R ig h t s . Th e o p p o r tu n i ty  a f fo r d e d  each  l e s s e e  
o r  o p e ra to r  to  pro duce w it h o u t w a st e  h i s  j u s t  an d e q u i ta b le  
sh a re  o f  o i l  an d gas  fr om  a common so u rc e  o f  s u p p ly .

C. Maximum E f f i c i e n t  R a te  (MER). The maximum s u s ta in a b le  d a i l y  
o i l  o r  gas w ithdra w al r a te  fr om  a r e s e r v o i r  w hic h  w i l l  p e rm it  
ec on om ic  deve lo pm en t an d d e p le t io n  o f  t h a t  r e s e r v o i r  w it h o u t 
d e tr im e n t to  u l t im a te  r e c o v e r y .

D. Maximum P ro d u c ti o n  R ate  (MPR). The appro ved  maximum d a i l y  
r a t e  a t  w hi ch  o i l  may be  pro duced fr om  a s p e c i f i e d  o i l  w e ll 
c o m p le ti o n  or th e  maximum appro ved d a i ly  r a t e  a t  w hic h  gas 
may be pro duce d fr om  a s p e c i f i e d  gas  w e ll  c o m p le ti o n .

E. I n t e r e s te d  P a r ty . The o p e ra to r s  an d l e s s e e s ,  a s d e fi n e d
in  30 CFR 2 5 0 .2 ( f )  and (g ) , o f  th e  l e a s e  o r  l e a s e s  in v o lv e d  
in  an y p ro ceed in g  i n i t i a t e d  und er  t h i s  O rd er .

F. R e s e r v o ir . An o i l  o r  gas a c cu m u la ti o n  w hic h i s  se p a ra te d 
fr om  an d n o t in  o i l  o r  gas  com m unic ati on  w i th  an y o th e r 
su ch  a c cu m u la ti o n .

C. C o m p e ti ti v e  R e s e r v o ir . A r e s e r v o i r  a s  d e fi n e d  h e r e in  con­
ta in in g  on e or mo re p ro d u c ib le  o r  p ro d u c in g  w e ll  c o m p le ti o n s 
on ea ch  o f  two o r  mo re  l e a s e s ,  o r  p o r t io n s  t h e r e o f ,  i n  
w hi ch  th e  le a s e  o r  o p e r a ti n g  i n t e r e s t s  a re  n o t th e  sa m e.

H. P ro p e rty  L in e . A bo un da ry  d i v id in g  l e a s e s ,  o r  p o r t io n s 
t h e r e o f ,  in  whi ch  th e  le a s e  o r  o p e r a ti n g  i n t e r e s t  i s  n o t 
th e  sa me.  The b o u n d a ri es o f  F e d e ra ll y  appro ved u n i t  a re a s 
s h a l l  be  c o n s id e re d  p ro p e r ty  l i n e s .  Th e b o u n d a rie s  d i v i d ­
in g  le a s e d  and u n le a sed  acre a g e  s h a l l  be  c o n s id e re d 
p ro p e r ty  l i n e s  f o r  th e  purp o se  o f  t h i s  O rd er .

I .  O il  R e s e r v o ir . A r e s e r v o i r  t h a t  c o n ta in s  h ydro carb ons 
p re d o m in a n tl y  in  a l i q u i d  ( s in g le -p h a s e )  s t a t e .

J . O il  W el l C o m p le ti o n . A w e ll  co m p le te d  in  an  o i l  r e s e r v o i r 
o r  i n  th e  o i l  a ccu m u la ti o n  o f  an  o i l  r e s e r v o i r  w it h  an 
a s s o c ia te d  gas  ca p .

K. Gas R e s e r v o ir . A r e s e r v o i r  t h a t  c o n ta in s  hyd ro ca rb o n s p r e ­
d o m in a n tl y  in  a gase ous ( s in g le -p h a s e )  s t a t e .

L . Gas W el l C o m p le ti o n . U w e ll  co m p le te d  in  a gas r e s e r v o i r 
o r  in  th e  gas ca p o f  an  o i l  r e s e r v o i r  w it h  an  a s s o c ia te d  
gas cap .

M. O il  R e s e r v o ir  w it h  an  A s so c ia te d  Gas Cap . A r e s e r v o i r  th a t 
c o n ta in s  hydro carb ons i n  b o th  a l i q u i d  an d a gase ous s t a t e  
( tw o -p h a se ) .



N. P ro d u c ib le  W el l C o m p le ti o n . A w e ll  w hic h  i s  p h y s i c a l l y
ca p a b le  o f  p ro d u c ti o n  and w hi ch  i s  sh u t i n  a t  th e  w e ll h ea d  

‘• o r  a t  th e  s u r fa c e , b u t n o t n e c e s s a r i ly  c o n n ec te d  to  p ro duc­
t io n  f a c i l i t i e s , an d fr om  w hi ch  th e  o p e ra to r  p la n s  f u tu r e  
p r o d u c ti o n .

C la s s i f ic a t io n  o f  R e s e r v o ir s .

A. I n i t i a l  C l a s s i f i c a t i o n . Each p ro d u c in g  r e s e r v o i r  s h a l l  be  
c l a s s i f i e d  by  th e  o p e r a to r , s u b je c t  to  a p p ro va l by  th e  
S u p e r v is o r , a s an  o i l  r e s e r v o i r , an  o i l  r e s e r v o i r  w it h  an  
a s s o c ia te d  ga s c a p , o r  a gas  r e s e r v o i r .

(1 ) The i n i t i a l  c l a s s i f i c a t i o n  o f  ea ch  r e s e r v o i r  fr om  w hic h  
p ro d u c ti o n  i s  com men ced su b seq u e n t to  th e  d a te  o f  t h i s  
Ord er  s h a l l  be  su b m it te d  f o r  a p p ro va l w it h  th e  i n i t i a l  
s u b m it ta l  o f  MER d a ta  fo r  th e  r e s e r v o i r .

(2 ) Ea ch r e s e r v o ir  from  whi ch  p ro d u c ti o n  comm enced  on  o r  
p r io r  to  th e  d a te  o f  t h i s  Ord er  s h a l l  be c l a s s i f i e d  by  
th e  o p e r a to r , base d on e x i s t i n g  r e s e r v o i r  c o n d i t i o n s .
Su ch  c la s s i f i c a t i o n  s h a l l  be  d e te rm in e d  an d su b ­
m i t te d  to  th e  S u p e rv is o r  w i th in  s i x  (6 ) m onth s o f
th e  d a te  o f  t h i s  O rd er .

B. R e c la s s i f i c a t i o n . A r e s e r v o ir  may be  r e c l a s s i f i e d  by  th e
S u p e r v is o r , on  h i s  own i n i t i a t i v e  o r  upon  a p p l ic a t io n  o f  
an  o p e ra to r , d u rin g  i t s  p r o d u c ti v e  l i f e  when in fo r m a ti o n  
be co mes  a v a i la b le  sh ow in g th a t  su ch  r e c l a s s i f i c a t i o n  i s  
w a rr a n te d .

O il  and Gas P ro d u c ti o n  R a te s .

A. Maximum E f f i c i e n t  R ate  (MER). The o p e ra to r  s h a l l  p ro pose  
a maximum e f f i c i e n t  r a te  (MER) fo r  ea ch  p ro d u c in g  r e s e r v o i r  
base d on so un d e n g in e e r in g  and ec on om ic  p r i n c i p l e s . Nhen  
appro ve d a t  th e  pro pose d  o r o th e r  r a t e ,  su ch  r a t e  s h a l l  n o t be  
e xceed ed , e x c e p t a s p ro v id ed  i n  para gra ph 4 o f  t h i s  O rd er .

(1 ) S u b m it ta l o f  I n i t i a l  MER. W it h in  45 d a ys a f t e r  th e  
d a te  o f  f i r s t  p ro d u c ti o n  o r  su ch  lo n g e r  p e r io d  as 
may be  a p pro ved , th e  o p e ra to r  s h a l l  su b m it  a R eq u est  
f o r  R e s e r v o ir  MER (Form 9- 1866) w it h  a p p r o p r ia te  
su p p o r ti n g  in fo r m a ti o n .
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(2 ) R e v is io n  o f  MER. The  o p e ra to r  may r e q u e s t  a r e v i s io n
• o f  an  MER by  s u b m it t in g  th e  p ro pose d  r e v is io n  to  th e

S u p e rv is o r  on a R eq u est  f o r  R e s e r v o ir  MER (Form 9-1 866) 
w it h  a p p ro p r ia te  su p p o r ti n g  in fo r m a t io n . The 
O pera to r s h a l l  o b ta in  ap p ro va l to  pro duce  a t  t e s t  > 
r a t e s  w hic h exceed  an appro ved  MER when su ch  t e s t i n g  i s  
n e c e ssa ry  to  s u b s ta n t ia te  an  in c r e a s e  i n  th e  MER.

(3 ) R ev ie w  o f  MER. The  MER f o r  ea ch  r e s e r v o i r  w i l l  be 
rev ie w ed  by  th e  o p e ra to r  a n n u a l ly , o r  a t  su ch  o th e r 
re q u ir e d  o r  appro ve d in te r v a l  o f  t im e . The r e s u l t s
o f  th e  r e v ie w , w it h  a l l  c u r r e n t  su p p o r ti n g  in fo r m a t io n , 
s h a l l  be su b m it te d  on a R eq u est  fo r  R e s e r v o ir  MER 
(Form 9 -1 8 6 6 ).

(4 ) E f f e c t i v e  Dat e o f  MEP. The e f f e c t i v e  d a te  o f  an  MER,
o r  r e v is io n  th e r e o f ,  w i l l  be  d e te rm in e d  by  th e  S u p e rv is o r 
an d sho wn  on  a R eq u est  f o r  R e s e r v o ir  MER (Form 9-1 866) 
whe n th e  MER i s  a p p ro ved . The e f f e c t i v e  d a te  f o r  an 
i n i t i a l  MER s h a l l  be  th e  f i r s t  da y fo ll o w in g  th e  com­
p l e t i o n  o f  an  appro ve d t e s t i n g  p e r io d . The e f f e c t i v e  
d a te  f o r  a r e v is e d  MER s h a l l  be  th e  f i r s t  da y fo ll o w in g  
th e  c o m p le ti o n  o f  an  appro ved t e s t i n g  p e r io d , o r  i f  
t e s t i n g  i s  n o t c o n d u c te d , th e  d a te  th e  r e v i s io n  i s  
appro ved .

B.  Maximum P ro d u c ti o n  R a te  (MPR). The o p e ra to r  s h a l l  p ro p o se  a 
maximum p ro d u c ti o n  r a te  (MPR) f o r  ea ch  p ro d u c in g  w e ll  com ­
p l e t i o n  in  a r e s e r v o ir  to g e th e r  w it h  f u l l  in fo r m a ti o n  on  th e 
met ho d use d  in  i t s  d e te r m in a t io n . When an  MPR has bee n appro ve d 
f o r  a w e ll  c o m p le ti o n , th a t  r a t e  s h a l l  n o t be  e x c e e d e d , e x c e p t 
a s p ro v id ed  in  pa ra gra ph 4 o f  t h i s  O rd er . Th e MPR s h a l l  be 
base d  on  w e ll  t e s t s  an d an y l i m i t a t i o n s  im po se d by  (1 ) w e ll  tu b in g 
s a f e t y  e q u ip m en t,  a r t i f i c i a l  l i f t  e q u ip m en t,  s u r fa c e  ba ck  
p r e s s u r e , an d eq u ip m en t c a p a c i t y ; (2 ) sa nd p ro d u c in g  p ro b le m s;
(3 ) p ro d u c in g  g a s - o i l  and w a te r - o i l  r a t i o s ;  (4 ) r e l a t i v e  
s t r u c tu r a l  p o s i t io n  o f  th e  w e ll  w it h  r e s p e c t  to  g a s - o i l  o r 
w a te r - o il  c o n ta c ts ;  (5 ) p o s i t io n  o f  p e r fo r a te d  i n te r v a l 
w ith in  t o ta l  p ro d u c ti o n  zo ne; and (6 ) p ru d e n t o p e r a ti n g  
p r a c t ic e s .  The MPR e s ta b l i s h e d  f o r  ea ch  w e ll  c o m p le ti o n 
s h a l l  n o t exceed  110 p e rc e n t o f  th e  r a t e  d e m o n str a te d  by  a 
w e ll  t e s t  u n le s s  j u s t i f i e d  by  s u p p o r ti n g  in fo r m a t io n .

(1 ) S u b m it ta l o f  I n i t i a l  MPR. The o p e ra to r  s h a l l  have 30 
d ays fr om  th e  d a te  o f  f i r s t  c o n ti n u o u s  p ro d u c ti o n
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w ith in  w hic h to  conduct a p o t e n t ia l  t e s t ,  a s  s p e c i f i e d  
under  su bpara gra phs 5. B  an d 6 .B  o f  t h i s  O rd er , on  a l l 
new an d re w ork ed  w e ll  c o m p le t io n s . W it h in  15 days  
a f t e r  th e  d a te  o f  th e  p o t e n t ia l  t e s t ,  th e  o p e ra to r  s h a l l 
su b m it  a pro pose d  MPR fo r  th e  in d iv id u a l  w e ll  c o m p le ti o n 
on  a R eq u est  fo r  W el l Maximum P ro d u c ti o n  R a te  (MPR)
(Form 9 -1 8 6 7 ),  w it h  th e  r e s u l t s  o f  th e  p o te n t ia l 
t e s t  on  a W el l P o te n t ia l  T e s t R ep o rt (Form 9 -1 8 6 8 ).  
E x te n s io n  o f  th e  30- da y t e s t  p e r io d  may be  g ra n te d . The 
e f f e c t i v e  d a te  fo r  an y appro ved  i n i t i a l  MPR s h a l l  be  th e 
f i r s t  da y fo ll o w in g  th e  t e s t  p e r io d . D uri ng th e  30-d ay 
p e r io d  a ll o w ed  fo r  t e s t i n g ,  o r  an y appro ved  e x te n s io n s 
t h e r e o f , th e  o p e ra to r  may pro duce a new o r  re w ork ed  w e ll  
c o m p le ti o n  a t  r a te s  n e c e ssa ry  to  e s t a b l i s h  th e  MPR. The 
o p e ra to r  s h a l l  r e p o r t th e  t o ta l  p ro d u c ti o n  o b ta in e d 
d u r in g  th e  t e s t  p e r io d , an d appro ved  e x te n s io n s  t h e r e o f , 
on  th e  W el l P o te n t ia l  T e s t R ep o rt (Form 9 -1 8 6 8 ).

(7 ) R e v is io n  o f  MPR In c r e a s e . I f  n e c e ssa ry  to  t e s t  a w e ll 
co m p le ti o n  a t  r a te s  above  th e  appro ved MPR to  d e te rm in e 
w heth er th e  MPR sh o u ld  be  in c r e a s e d , n o t i f i c a t i o n  o f 
i n t e n t  to  t e s t  th e  w e ll  a t  su ch  h ig h e r  r a t e s ,  n o t to  
exceed  a s ta t e d  maximum r a te  d u r in g  a s p e c i f i e d  t e s t 
p e r io d , s h a l l  be  f i l e d  w it h  th e  S u p e r v is o r . Su ch  t e s t s  
may com mence  on th e  da y fo ll o w in g  th e  d a te  o f  f i l i n g  
n o t i f i c a t i o n , u n le s s  o th e r w is e  o rd ered  by  th e  S u p e r v is o r . 
I f  an  o p e ra to r  d e te rm in e s  th a t  th e  MPR sh o u ld  be  in c r e a s e d , 
he s h a l l  s u b m it , w it h in  15 days a f t e r  th e  s p e c i f i e d  t e s t 
p e r io d , a pro pose d  in c r e a s e d  MPR on  a R eq u e s t f o r  W el l 
Maximum P ro d u c ti o n  R a te  (MPR) (Form 9 -1 8 6 7 ) , an d an y 
o th e r  a v a i la b le  data  to  su p p o r t th e  r e q u e s te d  r e v i s i o n , 
in c lu d in g  th e  r e s u l t s  o f  th e  p o t e n t ia l  t e s t  an d th e 
t o t a l  p ro d u c ti o n  o b ta in e d  d u r in g  th e  t e s t  p e r io d  on  a 
W el l P o te n t ia l  T e s t R ep o rt (Form 9 -1 8 6 8 ) . P r io r  to  
appro va l o f  th e  pro pose d in c r e a s e d  MPR, th e  o p e ra to r  may 
pro duce th e  w e ll  c o m p le ti o n  a t  a r a t e  n o t to  exceed  th e 
pro pose d  in c re a se d  MPR o f  th e  w e l l .  The e f f e c t i v e  d a te  
f o r  an y appro ve d in c re a se d  MPR s h a l l  be  th e  f i r s t  da y 
fo ll o w in g  th e  t e s t  p e r io d . I f  t e s t i n g  r a t e s  o r  in c r e a s e d 
MPR r a t e s  r e s u l t  in  p ro d u c ti o n  fr om  th e  r e s e r v o i r  in  
e x c e s s  o f  th e  appro ve d MER, t h i s  e x c e s s  p ro d u c ti o n  s h a l l 
be  b a la nced  by  u n d erp ro d u c ti o n  fr om  th e  r e s e r v o i r  under  
th e  p r o v is io n s  o f  su bpara gra ph 4 .B  o f  t h i s  O rd er .

(3 ) R e v is io n  o f  MPR D ecr ea se . When th e  q u a r te r ly  t e s t  r a te  
f o r  an o i l  w e ll  co m p le ti o n  o r  th e  se m ia nnua l t e s t  r a t e  
f o r  a gas w e ll  c o m p le ti o n  r e q u ir e d  under  su bpara gra phs 
5. C and 6. C  o f  t h i s  Ord er  i s  l e s s  th an  90 p e rc e n t o f  th e
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e x is t in g  ap prov ed  MPR fo r  th e  w e ll , a new re du ce d MPR w il l 
be  e s ta b li sh e d  a u to m a ti c a ll y  fo r  th a t w ell  com ple ti on 
eq ua l to  110 perc en t o f  th e  t e s t  r a te  su b m it te d . The 
e f f e c t i v e  da te  fo r  th e  new MPR fo r  su ch  w ell  com ple ti on 
s h a ll  be  th e  f i r s t  day o f  th e  qu a rt er fo ll o w in g  th e 
re qu ir ed  da te  o f  su b m it ta l o f  p e r io d ic  w e l l - t e s t  r e s u l t s 
un de r subp ar ag ra ph s 5.C  and  6.C  o f  th i s  Ord er . A ls o , 't h e 
opera to r may n o t i fy  th e  Sup erv is o r on a Req ue st  fo r  Weill 
Maximum P ro du ct io n Rate (MPR) (Form 9-1 86 7)  o f ,  or th e 
Superv is o r may re q u ir e , a downward r e v is io n  o f  a w ell 
MPR a t any ti m e when th e  w e ll  i s  no lo nger ca pa ble  o f 
pr od uci ng i t s  ap prov ed  MPR on a su s ta in e d  b a s is . The 
e f f e c t i v e  da te  fo r  su ch  re du ce d MP R.for a w ell  co mple­
ti o n  sh a ll  be  th e  f i r s t  day o f  th e  month  fo ll o w in g  th e 
d a te  o f  n o t i f i c a t io n .

(4 ) C onti nuati on  o f  MPR. I f  su b m it ta l o f  th e  r e s u l t s  o f  a 
q u a r te r ly  w ell  t e s t ' f o r  an o i l  co m ple ti on  or a se m i­
annual w el l t e s t  fo r  a gas w ell  com p le ti on , as  pro vid ed 
fo r  in  su bp ar ag ra ph s 5.C  and  6.C  o f  th i s  O rd er , ca nn ot 
be  ti m e ly , co n ti n u a ti o n  o f  pro ducti on  un de r th e  l a s t 
ap prov ed  MPR fo r  th e  w el l may be  a u th o r iz e d , p ro vid ed
an e x te n s io n  o f  tim e in  wh ich  to  su bm it  th e  t e s t  r e s u l t s 
i s  re quest ed  and ap prov ed  in  ad va nc e.

(5)  C ancell a ti on  o f  MPR. When a w ell  co m ple ti on  cease s to  
pr od uc e,  i s  sh u t in  pe nd in g w or ko ve r, or  an y o th e r  co n­
d i t io n  e x i s t s  wh ich  ca use s th e  ass ig ned  MPR to  be  no 
lo nger a p p ro p r ia te , th e  opera to r s h a l l n o t i fy  th e  Super ­
v is o r  accord in g ly  on a Req ues t fo r  We ll Maximum P ro duc tion 
Rat e (MPR) (Form 9-1 86 7),  in d ic a ti n g  th e  d a te  o f  l a s t 
pro ducti on  fro m th e  w e ll , and th e  MPR w i l l  be  cance le d . 
R ep ort in g  o f  tem po rary  s h u t- in s  by  th e  opera to r fo r  w ell 
m ai nt en an ce , s a fe ty  c o n d it io n s , o r o th e r  normal o p era ti n g 
co n d it io n s  i s  no t re q u ir e d , excep t as  i s  n ecess ary  fo r 
com pl et io n o f  th e  Mon thly Rep or t o f  O pe ra tions (Form 9-1 52).

C. MER and  MPR R e la ti o n sh ip . The with dr aw al  r a te  fro m a r e s e r v o ir  
s h a ll  no t ex ce ed  th e  ap prov ed  MER and may be  prod uc ed  from  any 
co m bi na tion  o f  w ell  com ple ti ons s u b je c t to  any li m i ta t io n s 
imposed  by th e  MPR e x ta b li sh e d  fo r  ea ch  w ell  com ple ti on . The 
r a te  o f  pro ducti on  from  th e  re s e rv o ir  s h a l l no t ex ce ed  th e  MER 
alt hough th e  sum mation o f  in d iv id u a l w e ll  MPR's  may be  g re a te r 
th an  th e  MER.
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4 . Balan cing  o f  P ro ducti on .

A . Pro du ct io n V ari ances. Tem porary w ell  p ro ducti on  ra te s  r e s u lt in g  
fro m normal  v a r ia ti o n s  and fl u c tu a t io n s  exceed in g  a w ell  MPR or 
re se rv o ir  MER sh a ll  not be  consi dere d  a v io la ti o n  o f  th i s  Ord er , 
and  su ch  pro duct io n  may be  so ld  or tr a n s fe r re d  purs uant to  
paragraph 8 o f  th i s  Or der. However , when normal v a r ia ti o n s  and 
fl u c tu a t io n s  r e s u l t  in  pro duct io n  in  excess  o f  a r e s e r v o ir  HER, 
any opera to r who i s  ov er pr od uc ed  s h a ll  bal an ce  su ch  pro ducti on 
in  ac co rdan ce  w it h  sub paragraph 4.B be low. Such opera to r s h a ll  
a d v is e  th e  Superv is or o f  th e  amo unt o f  su ch  excess  pro ducti on 
from  th e  r e s e rv o ir  fo r  th e  mon th a t th e  same tim e as  Form 9-1 52 
i s  f i l e d  fo r  th a t mo nth .

B. Bal an ci ng  P eri o d s. As o f  th e  f i r s t  day o f  th e  month fo ll o w in g 
th e  mon th in  wh ich  th i s  Order  bec omes e f f e c t i v e , a l l  r e s e rv o ir s 
s h a ll  be  consi der ed  in  ba la nce. Bal an ci ng  peri ods fo r  ove rp ro ­
ducti on  o f  a r e s e rv o ir  MER sh a ll  end on Ja nu ar y 1 , A p r il  1 ,
J u ly  1 , and Octob er  1 o f  each year.  I f  a r e s e rv o ir  i s  prod uc ed 
a t a ra te  in  excess  o f  th e  MER fo r  any mon th , th e  opera to r who 
i s  ov erpr od uc ed  s h a ll  ta ke  s te p s  to  bal an ce  pro ducti on  duri ng 
th e  n ex t su cc ee din g mo nth . In  any e v e n t,  a l l  ove rp ro duction 
sh a ll  be  ba lanc ed  by th e  end o f  th e  n ex t su cc eed in g  quart er 
fo ll o w in g  th e  quart er in  wh ich  th e  overp ro duction  occurr ed . The 
opera to r sh a ll  n o t i fy  th e  Superv is or a t th e  end  o f  th e  month  in  
wh ich  he  has ba lanc ed  th e  pro ducti on  from  an ov er pr od uc ed 
r e s e r v o ir .

C. S h u t- in  fo r  O ve rp ro du ct io n. Any  opera to r in  an overp ro duction 
s ta tu s  in  any r e se rv o ir  fo r  two su c c e s s iv e  q u a rt e rs  wh ich  ha s 
n o t been  br ou gh t in to  ba la nc e w it h in  th e  ba la nci ng peri od  s h a ll  
be  shu t in  fro m th a t re se rv o ir  u n t i l  th e  a c tu a l pro ducti on 
eq uals  th a t wh ich  wou ld have oc cu rr ed  un de r th e  ap pr ov ed  MER.

D. Temporary S h u t- in . I f ,  as  th e  r e s u l t  o f  st o rm , h u rr ic a n e s , 
em er ge nc ie s, or  o th e r  c o n d it io n s  p e c u li a r  to  o ff sh o re  op er a­
t io n s , an opera to r i s  fo rc ed  to  c u r ta i l  or sh u t in  pro ducti on 
fro m a r e s e r v o ir , th e  Superv is or may, on r e q u e s t,  ap pr ov e 
makeup o f  a l l  or p a rt o f  th i s  pro ducti on  lo s s .

5. O il  Well T est in g  Pro ce du re s.

A . G en er al . T es ts  sh a ll  be  co nd uc te d fo r  n o t l e s s  than  fo u r  co n­
s e c u ti v e  ho urs . Im m ed ia te ly  p r io r  to  th e  4- ho ur  t e s t  p e r io d , 
th e  w ell  co m pl et io n sh a ll  ha ve  prod uc ed  un de r s ta b i l i z e d  
c o n d it io n s  fo r  a peri od  o f  no t l e s s  th an  s i x  co n secu ti ve  hours .
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The 6-ho ur  p r e te s t peri od  s h a l l not beg in  u n t i l  a f t e r  re co ve ry  
o f  a volume o f  f l u id  e q u iv a le n t to  th e  amoun t o f  f l u id s  in t r o - 

• d uced in to  th e  fo rm ation  fo r  any pur po se . Me asu red  gas vo lume s 
s h a ll  be  ad ju s te d  to  th e  st andard  co n d it io n s  o f  15 .0 25  p si a  and 
60° F. fo r  a l l  t e s t s .  When o r i f i c e  m et er s are  use d, a s p e c i f i c  
g ra v it y  s h a ll  be  ob ta in ed  o r  es ti m a te d  fo r  th e  ga s and  a 
s p e c i f i c  g ra v it y  c o rre c ti o n  fa c to r  a p p li ed  to  th e  o r i f i c e  J 
c o e f f i c i e n t . The Superv is o r may re q u ir e  a pro lo ng ed  t e s t  or 
r e t e s t  o f  a w ell  co m ple tion  i f  su ch  t e s t  i s  det er m in ed  to  be 
ne ce ss ary  fo r  th e  es ta b li sh m en t o f  a w ell  MPR or a re s e rv o ir  
MER. The Superv is o r may ap pr ov e t e s t  p eri o d s o f  l e s s  than  fo u r 
ho ur s and  p r e te s t  s ta b i l i z a t io n  peri ods o f  le s s  than  s i x  ho ur s 
fo r  w ell  com ple ti ons,  pro vi ded  th a t t e s t  r e l i a b i l i t y  can  be 
de m on st ra ted under su ch  pro ce dure s.

B. P o te n ti a l T e s t. T est  da ta  to  e s ta b li s h  o r  to  in c re a se  an o i l 
w ell  MPR sh a ll  be  su bm it te d  on a Wel l P o te n ti a l T est  Rep or t 
(Form 9- 18 68 ).  The to ta l  pro ducti on  ob ta in ed  from  a l l  t e s t s  
duri ng  th e  t e s t  peri od  s h a ll  be  reporte d  on su ch  fo rm .

C. Q uart er ly  T e s t. T est s s h a ll  be  co nd uc te d on ea ch  pro du ci ng  
o i l  w el l co m pl et io n q u a r te r ly , and t e s t  r e s u l t s  s h a l l be 
su bm it te d  on a Q uart er ly  O il  Well  T es t Rep or t (Form 9-1 869). 
T est in g  peri ods and  su b m it ta l da te s s h a ll  be  as  fo ll o w s:

T esti n g  Per io d

L a te s t Date 
fo r  S u bm it ta l 

o f  T est  R e su lt s

For
Q ua rter

Beg in ni ng

Se ptem be r 11 -  December 10 
December 11 -  March 10 
March 11 -  Ju ne  10 
Ju ne  11 -  Se ptem be r 10

December  10 
March 10 
Ju ne  10 
Se ptem be r 10

Ja nu ar y 1 
A p r il  1 
J u ly  1 
Octob er  1

Th ere  s h a ll  be  a minimum o f  45 day s. be tw ee n q u a r te r ly  t e s t s  
fo r  an o i l  w e ll  com ple ti on .

6 . Gas Wel l T est in g  Pro ce du re s.

A.  G en er al . T est in g  pr oc ed ur es  fo r  gas w e ll  com ple ti ons s h a ll  
be  th e same as  th ose  s p e c i fi e d  fo r  o i l  w e ll  com ple ti ons in  
sub paragraph 5 .A excep t fo r  th e  i n i t i a l  t e s t  wh ich  s h a ll  be
a m u lt i- p o in t back-p re ss ure  t e s t  as  desc r ib ed  in  pa ragr ap h 6.D.

B. P o te n ti a l T e s t. T est  da ta  to  e s ta b li s h  or to  in c re a se  a 
gas w el l MPR s h a ll  be  su bm it te d  on a W el l P o te n ti a l T est 
Rep or t (Form 9- 18 68 ).
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C. Semiannua l T e s t. T est s sh a ll  be  co nd uc te d on each  pr od uc in g 
gas w el l co m pl et io n se m ia nnua ll y , and t e s t  r e s u l t s  s h a l l be 
su bm it te d  on a Semiannual Gas N e ll  T est  R ep ort  (Form 9-1 870). 
T est in g  peri ods and  su b m it ta l d a te s  s h a ll  be  as  fo ll o w s :

T est in g  Pe riod
For S u bm it ta l 

o f  T es t R e su lt s

For  Se m i- 
An nual Per io d, 

Beg in ni ng

June  11 -  December 10 
December 11 - Ju ne  10

December 10 
Ju ne  10

Ja nu ar y 1 
J u ly  1

Th ere  s h a ll  be  a minimum o f  90 da ys 
fo r  a gas w ell  com ple ti on .

be tw ee n semiann ua l t e s t s

D. Bac k- P re ss ure  T e s ts . A m u lt i- p o in t back-p re ss ure  t e s t  to
de te rm in e th e  th e o r e ti c a l open-f lo w  p o te n t ia l o f  gas w e ll s  s h a ll  
be  co nd uc ted w it h in  t h i r t y  da ys  a f t e r  co nnecti on  to  a p ip e l in e . 
I f  bottom -h ole  p re ss ure s are  n o t mea su red, su ch  p re ssu res  sh a ll  
be  c a lc u la te d  fro m su r fa c e  p re ssu re s usi ng  th e  metho d,  or o th e r 
s im il a r  meth od , foun d in  th e I n te r s ta te  O il  Compact Comm ission 
(IOCC) Manual o f  Bac k- Pre ss ur e T est in g  o f  gas  w e ll s . The 
r e s u lt s  o f  a l l  back-p re ss ure  t e s t s  co nd uc te d by  th e  opera to r 
s h a ll  be  f i l e d  w ith  th e S u p erv is o r , in c lu d in g  a l l  b a s ic  da ta 
used  in  det erm in in g  th e te s t  r e s u l t s .  The S u p erv is o r may waive 
th i s  re qui re m en t i f  m u lt i- p o in t back-p ress ure  t e s t  in fo rm a ti on 
has p re v io u sly  be en  obta in ed  on a re p r e se n ta ti v e  number o f  w e ll s 
in  a r e s e r v o ir .

7.  W itne ss in g Well  T e s ts . The Superv is o r may ha ve  a r e p r e se n ta ti v e 
w it ness  any p o te n ti a l or p e r io d ic  w e ll  t e s t s  on o i l  and gas w e ll 
com ple ti ons.  Upon re q u e s t,  an opera to r s h a ll  n o t i f y  th e  ap pr o­
p r ia te  D is t r ic t  o f f i c e  o f  th e tim e and  d a te  o f  w ell  t e s t s .

8.  Sa le  or  T ra nsf er o f  P ro ducti on . O il  and  gas pr od uc ed  purs uant 
to  th e p ro v is io n s  o f  th i s  Order , in c lu d in g  t e s t  p ro d u c ti o n , 
may be  so ld  to  pu rc has er s or tr a n s fe r re d  as  p ro ducti on  au th o r iz ed 
fo r  d is posa l he re un de r.

9.  Bo tto m- Ho le Pre ss ur e T e s ts . S ta t i c  bo tt om -h o le  p re ssu re  t e s t s  
sh a ll  be  co nd uc ted annually on s u f f i c i e n t  key  w e ll s  to  e s ta b li s h  
an av erag e r e s e rv o ir  p re ss ure  in  each  pro du ci ng  r e s e rv o ir  un le ss 
a d i f fe r e n t  fr eq ue ncy  i s  ap pr ov ed . The O pe ra tor may be  re qu ir ed 
to  t e s t  s p e c i f i c  w e ll s . R e su lt s  o f  bo tt om -h o le  p ressu re  t e s t s 
s h a ll  be  su bm it te d  w it h in  60 da ys  a f t e r  th e  d a te  o f  th e  t e s t .

10 . F la ri ng and Ven ting  o f  Gas . O il - and  g as- w ell  ga s s h a ll  no t be 
fl a re d  or  ven te d , excep t as  pro vi ded  h e re in .

A . Sm all -Volum e or Sh or t-Te rm  F la ri ng  or V en ti n g . O il -  and  ga s-
w ell  ga s may be  fl a re d  or  ven te d  in  sm all  vo lume s or te m pora ri ly 
w it hou t th e  ap pr ov al  o f  th e  Superv is o r in  th e  fo ll o w in g  s i tu a t io n s :
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(1) <?as Vap or s. When gas va po rs  are  re le a se d  from  s to ra g e 
and  o th e r  lo w -p re ss ure  pro ducti on  v e s s e ls  i f  su ch  ga s 
va po rs  ca nn ot  be  ec onom ic ally re co ve re d o r r e ta in e d .

(2 ) Em cr ge nc ie s. Du rin g tempo ra ry  em erg ency s i t u a t io n s , su ch 
as  co mpr es so r o r o th e r  eq uipm en t fa i l u r e ,  o r th e  r e l i e f  o f 
abn orm al sy st em  p re ssu re s .

(3 ) Well__Pujrqinq_ and E va lu a ti on  T e s t s . Dur ing th e  unlo adin g or 
c le an in g  up o f  a w ell  and duri ng  d r i l l s t e m , pro ducin g , or  
o th e r  w ell  eva lu a ti o n  t e s t s  n o t ex ce ed in g  a peri od  o f
24 ho urs .

B. App ro va l fo r  Routine or  Spec ia l We ll T e s t s O il -  and  gas- 
w ell  ga s may be fl a re d  or ve nte d duri ng  ro u ti n e  and  sp e c ia l 
w ell  t e s t s ,  o th er  than  th ose  desc ri bed  in  pa ra gr ap h A ab ove , 
o n ly  a f t e r  ap pr ov al  o f  th e  S u p erv is o r .

C. Gas-We11 Ga s. Exc ep t as  pr ov id ed  in  A and  B abo ve , ga s- w ell 
ga s sh a ll  no t be  fl a re d  or ven te d .

D. O il -W ell  Ga s. Exc ep t as  pro vi ded  in  A an d B ab ov e,  o i l - w e l l 
ga s sh a ll  n o t be  fl a re d  or ve n te d  u n le ss  ap pr ov ed  by  th e 
S u p erv is o r . The Superv is or may ap pr ov e an a p p li c a ti o n  fo r 
f l a r in g  or v e n ti n g  o f  o i l -w e l l  gas fo r  p e r io d s  not ex ceed in g 
on e ye ar  i f  (1) th e  opera to r ha s in i t i a t e d  p o s i t iv e  a c ti o n 
which  w i l l  e li m in a te  f la r in g  or  v e n ti n g , o r (2)  th e  opera to r 
has su bm it te d  an eva lu a ti o n  su pport ed  by  e n g in e e r in g , 
g e o lo g ic , and  econom ic dat a in d ic a ti n g  th a t r e je c t io n  o f  an 
a p p li c a ti o n  to  f la r e  or  ven t th e  ga s w il l r e s u l t  in  an 
u lt im a te  g rea te r  lo s s  o f  e q u iv a le n t to ta l  en er gy th an  co uld 
be re co ve re d fo r  b e n e fi c ia l us e fro m th e  le a s e  i f  fl a r in g  o r 
venting were al lo w ed .

E. C on te nt  o f  A p p li c a ti o n . A p p li c a ti o n s  un de r pa ra gr ap h D above 
f o r  e x is ti n g  o p e ra ti o n s , as  o f  th e  d a te  o f  t h i s  N o ti c e , s h a ll  
be f i l e d  w it h in  th ree  mo nth s fro m th e  e f f e c t i v e  d a te  o f
this Ord er . A p p li c a ti o n s  un de r pa ragrap h D(2)  ab ove s h a ll  
in c lu d e  a l l  appro pri a te  e n g in ee r in g , g e o lo g ic , and econom ic 
data  in  an eva lu a ti o n  show ing  th a t ab se nc e o f  ap pr ov al  to  
f l a r e  or v e n t th e  gas w il l r e s u l t  in  pr em at ur e aband onm ent 
o f  o i l  and ga s pro ducti on  or  c u r ta il m e n t o f  le a s e  develo pm ent. 
A p p li c a ti o n s  sh a ll  in c lu d e  an e s ti m a te  o f  th e  amount and 
va lu e  o f  th e  o i l  and gas re se rv e s  th a t wo uld  n o t be  re co ve re d 
i f  th e  a p p li c a ti o n  to  f la r e  or v en t we re r e je c te d  and  an 
e s ti m a te  o f  th e  to ta l amou nt o f  o i l  to  be re co vere d  and 
a sso c ia te d  ga s th a t wou ld be fl a r e d  or ven te d  i f  th e  a p p li c a ti o n 
we re ap pr ov ed .
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11. D is p o s it io n  o f  Gas . The d i s p o s i t io n  o f  a l l  gas pro duced  fr om 
ea ch  le a s e  s h a l l  be  re p o r te d  m o n th ly  o n , o r  a t ta c h e d  t o ,
Form 9 -1 52 . The r e p o r t s h a l l  be su b m it te d  in  th e  fo l lo w in g  
ma nn er:

O il -W e ll  Gas (MCF) G as- W el l Gas (MCF)

S a le s
Fue l ____________________  _____________________
★I n je c te d
F la re d  _ ___________________
V en te d  ___ _________________
O th er  (S p e c if y )

T o ta l _________________________________________ .____________

*Gas pro duce d from  th e  le a s e  an d i n je c te d  on  o r  o f f  th e  l e a s e .

12 . M u l ti p le  an d S e le c t i v e  C o m p le ti o n s .

A . Number o f  C o m p le ti o n s . A w e ll  b o re  may c o n ta in  an y nu mb er  o f 
p ro d u c ib le  c o m p le ti o n s  when  j u s t i f i e d  an d a p p ro v e d .

B . Nu mbe ring  W el l C o m p le ti o n s . W el l c o m p le ti o n s  made a f t e r  th e 
d a te  o f  t h i s  Ord er  s h a l l  be  d e s ig n a te d  u s in g  n u m eri ca l an d 
a lp h a b e t ic a l  nom en cla tu re . Onc e d e s ig n a te d  a s  a r e s e r v o i r 
c o m p le ti o n , th e  w e ll  co m p le ti o n  nu mb er  s h a l l  n o t change. 
A ppen dix  A c o n ta in s  a d e ta i l e d  e x p la n a ti o n  o f  p ro c e d u res  f o r 
na mi ng  w e ll  c o m p le ti o n s .

C. P ack er  T e s t s . M u l ti p le  and s e l e c t i v e  c o m p le ti o n s  s h a l l  be 
equ ip ped  to  i s o l a t e  th e  r e s p e c t i v e  p ro d u c in g  r e s e r v o i r s . A 
p a cker t e s t  o r o th e r  a p p ro p r ia te  r e s e r v o i r  i s o l a t i o n  t e s t 
s h a l l  be  conducte d  p r io r  to  o r  im m e d ia te ly  a f t e r  i n i t i a t i n g  
p ro d u c ti o n  and a n n u a ll y  t h e r e a f t e r  on  a l l  m u l t ip l y  co m p le te d 
w e l l s .  Should  th e  r e s e r v o ir s  in  an y m u l t ip ly  co m p le te d  w e ll 
become  in te rc o m m u n ic a ti v e  th e  o p e ra to r  s h a l l  make r e p a i r s 
an d ag a in  con d u ct r e s e r v o i r  i s o l a t i o n  t e s t s  u n le s s  som e 
o th e r  o p e ra ti o n a l p ro ced u re  i s  a p p ro ved . Th e r e s u l t s  o f  a l l 
t e s t s  s h a l l  be  su b m it te d  on a P ack er  T e s t (Form 9- 1871) 
w ith in  30 days a f t e r  th e  d a te  o f  th e  t e s t .

D. S e l e c t i v e  C o m p le ti o n s . C om ple ti on  equ ip m en t may  be  i n s t a l l e d  
to  p e rm it  s e l e c t i v e  r e s e r v o ir  i s o l a t i o n  o r  exp o su re  in  a w e ll 
b ore  th ro ugh  w ir e l in e  o r  o th e r  o p e r a t io n s . A l l  s e l e c t i v e  com ­
p le t i o n s  s h a l l  be  d e s ig n a te d  in  accord ance  w i th  su bpara gra ph 
1 2 .B whe n th e  a p p l ic a t io n  fo r  a p o ro va l o f  su ch  c o m p le ti o n s  i s  
f i l e d .
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E . Com m in gl in g. Com mingl ing o f  p ro d u c ti o n  fr om  two o r  mo re
se p a ra te  r e s e r v o ir s  w i th in  a common w e ll  b o re  mag be p e r m i t te d  
i f  i t  i s  d e te rm in ed  th a t ,  c o l l e c t i v e l y ,  th e  u l t im a te  r e c o v e ry  
w i l l  n o t be  d e crea se d . An a p p l ic a t io n  to  co m m in gl e hyd ro ca rb o n s 
fr om  m u l t ip le  r e s e r v o ir s  w i th in  a common w e ll  b o re  s h a l l  b e  t  
su b m it te d  f o r  appro val an d s h a l l  in c lu d e  a l l  p e r t i n e n t  w e ll  » 
in fo r m a ti o n , g e o lo g ic  and r e s e r v o i r  e n g in e e r in g  d a ta , an d a ■ 
sc h e m a ti c  di ag ra m  o f  w e ll  eq u ip m en t.  Fo r a l l  c o m p e t i t iv e  
r e s e r v o i r s , n o t ic e  o f  th e  a p p l ic a t io n  s h a l l  be  s e n t  by  th e  
a p p li c a n t to  a l l  o th e r  o p e ra to r s  o f  i n t e r e s t  i n  th e  r e s e r v o i r s  
p r io r  to  s u b m it t in g  th e  a p p l ic a t io n  to  th e  S u p e r v is o r . The 
a p p l ic a t io n  s h a l l  s p e c i f y  th e  w e ll  c o m p le ti o n  nu mbe r to  be  
use d f o r  su b seq u e n t r e p o r t in g  p u rp o s e s .

13 . Ca s-C ap  We ll C o m p le ti o n s . A l l  e x i s t i n g  an d fu tu r e  w e l l s  co m p le te d  
i n  th e  ga s ca p o f  a r e s e r v o i r  w hic h has bee n c l a s s i f i e d  and 
appro ve d a s an a s s o c ia te d  o i l  r e s e r v o i r  s h a l l  be  s h u t  in  u n t i l  
su ch  ti m e  as th e  o i l  i s  d e p le te d  o r  th e  r e s e r v o i r  i s  r e c l a s s i f i e d  
a s a ga s r e s e r v o i r ;  p ro v id e d , how eve r,  th a t  p ro d u c ti o n  fr o m  su ch  
w e ll s  may be  appro ve d when  (1) i t  ca n b e  sho wn  th a t  su ch  g a s-c a p  
p ro d u c ti o n  wou ld  n o t le a d  to  w a st e  o f  o i l  an d g a s , o r  (2 ) whe n 
n e c e ssa ry  to  p r o te c t  c o r r e la t i v e  r i g h t s  u n le s s  i t  ca n be  sho wn  
th a t  t h i s  p ro d u c ti o n  w i l l  le a d  to  w a s te  o f  o i l  an d g a s .

1 4 . L o ca ti o n  o f  N e l l s .

A . G en era l. The lo c a t io n  an d sp a c in g  o f  a l l  e x p lo r a to r y  an d 
develo pm en t w e l l s  s h a l l  be  in  acco rd ance  w it h  appro ved  
pr og ra ms an d p la n s  r e q u ir e d  i n  30 CFR 250 .1 7  an d 2 5 0 .3 4 .
Su ch  lo c a t io n  an d sp a c in g  s h a l l  be  d e te rm in ed  in d e p e n d e n tl y  
f o r  ea ch  le a s e  o r  r e s e r v o i r  in  a man ne r w hic h  w i l l  l o c a te  
w e ll s  i n  th e  op tim um  s t r u c tu r a l  p o s i t io n  f o r  th e  m ost  
e f f e c t i v e  p ro d u c ti o n  o f  r e s e r v o i r  f l u i d s  an d to  a v o id  th e  
d r i l l i n g  o f  u nnecess ary  w e l l s .

B . D is ta n ce  fr om  P ro p ert y  L in e . An o p e ra to r  may d r i l l  e x p lo r a to r y  
o r  deve lo pm en t w e ll s  a t  an y lo c a t io n  on  a l e a s e  in  a ccord ance  w it h  
appro ve d p la n s ;  p ro v id ed  th a t  no w e ll  d i r e c t i o n a l l y  o r  v e r t i c a l l y  
d r i l l e d  an d co m p le te d  a f t e r  th e  d a te  o f  t h i s  O rd er  i n  w hic h th e  
co m ple te d  i n te r v a l  i s  l e s s  th an 500 f e e t  fr om  a p ro p e r ty  l i n e  s h a l l  • 
be pro duce d u n le s s  appro ved  by  th e  S u p e r v is o r . Fo r w e l l s  d r i l l e d
a s v e r t i c a l  h o le s ,  th e  s u r fa c e  lo c a t io n  o f  th e  w e ll  s h a l l  be  
c o n s id ered  as th e  lo c a t io n  o f  th e  co m p le te d  i n te r v a l  b u t s h a l l  be  
s u b je c t  to  th e  p r o v is io n s  o f  30 CFR 2 5 0 .4 0 (b ) . An o p e ra to r  
r e q u e s t in g  appro val to  pro duce a d i r e c t i o n a l l y  d r i l l e d  w e ll  in  w hi ch  
th e  co m p le te d  in te r v a l  i s  lo c a te d  c lo s e r  th an  500 f e e t  fr om  a 
p ro p e r ty  l i n e ,  o r  a ppro va l to  p ro duce  a v e r t i c a l l y  d r i l l e d  w e ll  
w it h  a s u r fa c e  lo c a t io n  c lo s e r  th an  500 f e e t  fr o m  a p r o p e r ty  l i n e ,  
s h a l l  fu r n is h  th e  S u p e rv is o r  w it h  l e t t e r s  e x p r e s s in g  a ccep ta n ce  
o r  o b je c t io n  fr om  o p e ra to r s  o f  o f f s e t  p r o p e r t i e s .



En ha nced  O il  and Gas R ec ove ry  O p e ra ti o n s . O p era to rs  s h a l l  t im e ly  
i n i t i a t e  en ha nc ed  o i l  and gas re c o ve ry  o p e r a t io n s  f o r  a l l  c o m p e ti ­
t i v e  an d n o n c o m p e ti ti v e  r e s e r v o ir s  whe re  su ch  o p e r a t io n s  wou ld  
r e s u l t  in  an in c re a se d  u l ti m a te  re c o v e ry  o f  o i l  o r  gas  under  so un d 
e n g in e e r in g  and ec on om ic  p r i n c ip l e s . A p la n  f o r  su ch  o p e r a t io n s  ' 
s h a l l  be  su b m it te d  w it h  th e  r e s u l t s  o f  th e  ann ua l HER re v ie w  as 
re q u ir e d  i n  par ag ra ph  3A (3 ) o f  t h i s  O rd er .

C o m p e ti ti v e  R e s e r v o ir  O p e ra ti o n s . D ev el op m en t an d p ro d u c ti o n  
o p e ra ti o n s  in  a c o m p e t i t iv e  r e s e r v o ir  may be  r e q u ir e d  to  be  con­
d u c te d  un de r e i t h e r  p o o li n g  and d r i l l i n g  a g re em en ts  o r u n i t i z a t i o n  
agre em en ts  when  th e  C o n serva ti o n  Ma nager d e te r m in e s , p u rsu a n t to  
30 CFR 250.5 0 an d d e le g a te d  a u t h o r i t y , th a t  su ch  agre em en ts  a re  
p r a c t ic a b le  and n e ce ssa ry  o r a d v is a b le  and in  th e  i n t e r e s t  o f  
c o n se rv a ti o n .

A . C o m p e ti ti v e  P .e se rv o ir  D e te rm in a ti o n . The S u p e rv is o r  s h a l l  
n o t i f y  th e  o p e ra to rs  when  he  ha s made a p r e li m in a r y  d e te rm in a ­
t io n  th a t  a r e s e r v o ir  i s  c o m p e t i t iv e  a s  d e fi n e d  in  t h i s  O rd er . 
An o p e ra to r  may re q u e s t a t  an y ti m e  th a t  th e  S u p e rv is o r  make a 
p re li m in a r y  d e te rm in a ti o n  a s to  w h e th er a r e s e r v o i r  i s  com­
p e t i t i v e .  The o p e r a to r s , w it h in  t h i r t y  (3 0)  d ays o f  su ch  
p re li m in a r y  n o t i f i c a t i o n  or su ch  e x te n s io n  o f  ti m e  a s appro ved  
by  th e  S u p e r v is o r , s h a l l  a d v is e  o f  t h e i r  c o n cu rren c e  w it h  su ch  
d e te r m in a t io n , o r  su b m it  o b je c t io n s  w it h  s u p p o r ti n g  e v id e n c e . 
The S u p e rv is o r  w i l l  mak e a f i n a l  d e te r m in a ti o n  an d n o t i f y  th e  
oper a to r s .

B.  D ev el op men t and P ro d u c ti o n  P la n s . When d r i l l i n g  a n d /o r  p ro ­
d u c in g  o p e ra ti o n s  a re  co n ducte d  in  a c o m p e t i t iv e  r e s e r v o i r , 
th e  o p e ra to rs  s h a l l  su b m it  fo r  a p p ro va l a p la n  g o v ern in g  th e  
a p p l ic a b le  o p e r a t io n s . The  p la n  s h a l l  be  su b m it te d  w i th in  
n in e ty  (90)  da ys  a f t e r  a d e te rm in a ti o n  by  th e  S u p e rv is o r  th a t  
a r e s e r v o ir  i s  c o m p e t i t iv e  o r w i th in  su ch  e x te n d e d  p e r io d  o f  
ti m e  a s ap pro ve d by  th e  S u p e r v is o r . The p la n  s h a l l  p ro v id e  
f o r  th e  deve lo pm en t a n d /o r  p ro d u c ti o n  o f  th e  r e s e r v o i r , and 
may p ro v id e  fo r  th e  s u b m it ta l o f  su p p le m e n ta l p la n s  f o r  
appro val by  th e  S u p e r v is o r .

(1 ) D ev el op men t P la n . When a c o m p e t i t iv e  r e s e r v o i r  i s  s t i l l  
b e in g  d eve lo p ed  or fu tu r e  deve lo p m en t i s  c o n te m p la te d , a 
deve lo pm en t p la n  may be  re q u ir e d  in  a d d i t io n  to  a p ro d u c ­
t io n  p la n . T h is  p la n  s h a l l  in c lu d e  th e  in fo r m a ti o n  
re q u ir e d  in  30 CFR 2 5 0 .3 4 . I f  agre em en t to  a j o i n t  
deve lo pm en t p la n  cannot be  re a ch ed  by  th e  o p e r a to r s , ea ch  
s h a l l  su b m it  a se p a ra te  p la n  an d an y d i f f e r e n c e s  may be  
re s o lv e d  in  acco rd ance  w it h  para gra ph 17 o f  t h i s  O rd er .
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(2 ) P ro d u c ti o n  i' ia :: . A j o i n t  p ro d u c ti o n  p la n  i s  r e q u ir e d  fo r  
each  cc mt-st  : t .i v e  r e s e r v o i r . T h is  p la n  s h a l l  in c lu d e  (a )

, th e  pro pose d  MEf t o r  th e  r e s e r v o i r . lb ) th e  p ro p o sed  M.PP 
f o r  ea ch  c o m p le ti o n  in  th e  r e s e r v o i r , (c ) th e  p e rc e n tu q a  
a l lo c a t io n  o f  r e s e r v o i t  HER fo r  each  l e a s e  i n v o l v e d . an a 
(d ) p la n s  f o r  se co n d a ry  r e c o v e ry  o r  p r e s s u r e  m a in te n a n ce  
o p e r a t io n s . I f  agre em en t to  a j o i n t  p ro d u c ti o n  o la n  
ca n n o t be  re a d ie d  by  th e  o p e r a to r s , each  s h a l l  su b m it  a > l- . ■ 
s e p a r a te  p la n , an d any d i f f e r e n c e s  mau be r e s o lv e d  in  
acco rd a n ce  w it h  para gra ph  17 o f  t h i s  O rd er .

C.  U n i t i z a t i o n . The C o n se rv a ti o n  Manager s h a l l  d e te rm in e  whe n
c o n s e r v a t io n  w i l l  be  b e s t  se rv e d  by  u n i t i z a t i o n  o f  a c o m p e t i t iv e  
r e s e r v o i r , o r  an y r e s e r v o i r  r e a so n a b ly  d e l i n e a te d  an d d e te rm in e d  
to  be  p r o d u c t iv e , in  l i e u  o f  a d eve lo p m en t a n d /o r  p ro d u c ti o n  
p la n  o r  whe n th e  o p e r a to r s  an d l e s s e e s  in v o lv e d  have  been  un a b le  
to  v o lu n t a r i l y  e f f e c t  u n i t i z a t i o n .  In  su ch  c a s e s ,  th e  C o n se rv a ­
t io n  Ma nag er may r e q u ir e  th a t  d eve lo p m en t a n d /o r  p ro d u c ti o n  
o p e r a t io n s  be c o n d u c te d  under  an  a p pro ved  u n i t i z a t i o n  p la n .
W it h in  s i x  (6 ) m on th s a f t e r  n o t i f i c a t i o n  by  th e  C o n se rv a ti o n  
Ma nager th a t  su ch  a u n i t  p la n  i s  r e q u i r e d , o r  w i th in  su c h  e x te n d e d  
p e r io d  o f  ti m e  as appro ved  by  th e  C o n se rv a ti o n  M an ag er , th e  
l e s s e e s  an d o p e ra to r s  s h a l l  su b m it  a p ro p o sed  u n i t  p la n  f o r  
d e s ig n a ti o n  o f  th e  u n i t  are a  an d a p p ro va l o f  th e  fo rm  o f  a g re e ­
m en t p u rsu a n t to  30 CFR 2 5 0 .5 1 .

17 . C o n fe re n c e s , D e c is io n s  an d A p p e a ls . C o n fe ren c es  w i th  i n t e r e s t e d  
p a r t i e s  may be  h e ld  to  d i s c u s s  m a t te r s  r e l a t i n g  to  a p p l i c a t io n s  
an d s ta te m e n ts  o f  p o s i t io n  f i l e d  by  th e  p a r t i e s  r e l a t i n g  to  
o p e r a t io n s  c o n d u c te d  p u rsu a n t to  t h i s  O rd er . Th e S u p e r v is o r  o r 
C o n se rv a ti o n  Ma nag er may c a l l  a c o n fe re n c e  w it h  one o r  m ore , o r 
a l l ,  i n t e r e s t e d  p a r t i e s  on  h i s  own i n i t i a t i v e  o r  a t  th e  r e q u e s t  
o f  any i n t e r e s t e d  p a r ty .  A l l  i n t e r e s t e d  p a r t i e s  s h a l l  be  s e rv e d  
w ith  c o p ie s  o f  th e  S u p e r v is o r 's  o r  C o n se rv a ti o n  M a nager' s 
d e c i s io n s . Any i n t e r e s t e d  p a r ty  may appea l d e c i s io n s  o f  th e  
S u p e r v is o r  o r  C o n se rv a ti o n  Manager p u rsu a n t to  30 CFR 2 5 0 .6 1 .
D e c is io n s  o f  th e  S u p e rv is o r  o r  C o n se rv a ti o n  Man ag er  s h a l l  re m ain  
in  e f f e c t  an d s h a l l  n o t be su sp en d ed  by  re a so n  o f  a ny  a p p e a l,  
e x c e p t a s  p ro v id e d  in  th a t  r e g u l a t i o n .

A ppro ve d:  May 1 , 197 4

R u sse ll  G. Way land  
C h ie f , C o n se rv a ti o n  I 't v

P ro d u c ti o n  C o n tr o l 
G u lf  o f  M ex ic o Ar ea

35 -65 0 0  -  74 -  13
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OCS ORDER NO. 11

• APPENDIX A

Subpara gra ph 1 2 .B .:  "Numb ering N el l C om ple tions . N ell  com ple ti ons made 
a f t e r  th e  da te  o f  th i s  Order  sh a ll  be desi gna te d  usi ng  nu m er ic al  and 
a lp h a b e ti ca l no m en cl at ur e. Once desi gna te d  as  a r e s e r v o ir  com p le ti on , th e  w el l co m pl et io n number sh a ll  not ch ange .. . ”

The in te n t o f  th i s  subp aragraph  i s  no t n e c e ss a r il y  to  change th e 
e x is ti n g  wel l co m pl et io n names bu t to  ch an ce  th e  me tho d o f  nam ing  w ell 
com ple tions a f t e r  th e  e f f e c t i v e  da te  o f  t h i s  Order  in  ord er  to  in su re 
th a t a co m pl et io n in  a g iv en  re se rv o ir  and  a s p e c i f i c  w ell  bo re  w il l be 
ass ig ned  a un ique  name and w il l r e ta in  th a t name perm anen tl y . For 
fu r th e r  c la r i f ic a t io n ,  th e  fo ll o w in g  g u id e li n e s  and  ex am ples  are o ff e r e d :

1.  Each w el l bo re  w il l ha ve  a d i s t i n c t , pe rm an en t numb er.

2.  Each r e s e rv o ir  co m ple tion  in  a w ell  bo re  w il l ha ve  a 
un ique  perm anent desi gna ti on  wh ich  in c lu d e s  th e  w el l 
bo re  number in  i t s  no m en clat ur e.

3.  For th e  pu rp os e o f  th i s  su bp ar ag ra ph , a "c om ple ti on” 
i s  d e fi n e d  as a l l  p er fo ra ti o n s  in  a g iv en  r e s e r v o ir  
in  a s p e c i f i c  w el l bo re  and i s  no t n e c e ss a r il y 
ass o c ia te d  w it h  a tu bin g s t r in g  o r s t r in g s .

4 . I f  more than  one co m ple tion  i s  made in  a w ell  b ore , 
an a lp h a b e ti ca l s u f f i x  mu st be us ed  in  th e  no men cla ­
tu re  to  d i f f e r e n t ia te  be tw een co m p le ti o n s .

5. An a lp h a b e ti ca l p r e f ix  may be u t i l i z e d  to  d e s ig n a te  
th e  p la tf o rm  fro m wh ich  th e  w el l w i l l  be  pro duce d.

Exam ple No. 1: The f i r s t  w el l d r i l l e d  from  th e  A P la tf orm  i s  a s in g le  
com ple ti on .

We ll No. A -l

(Sho ul d an opera to r wish to  us e an a lp h a b e ti c a l s u f f i x  
w it h  a s in g le  com ple ti on , he  may do s o .)

Exam ple No. 2: A w el l d r i l l e d  by a m ob ile  r ig  ne ed  no t ca rr y  an a lp ha­
b e ti c a l p r e f ix .

We ll No. 1

( I f  th e  w el l i s  la te r  co nnec te d to  and  pr od uc ed  from  a 
pro ducti on  p la tf o rm , th e  w ell  s h a ll  be red es ig n a te d  to 
r e f l e c t  an  a lp h a b e ti ca l p r e f i x .)



Ex am ple No.  3 : The se co nd w e ll  d r i l l e d  fr om  th e  A P la tf o rm  i s  a t r i p l e  
c o m p le ti o n .

F i r s t  C om ple tion  Sec on d C om ple ti on  T h ir d  C om ple tion

A -2  A-2 -D  A -2 -T  ''

( In  th e  ab ove  exam ple , th e  l e t t e r s  "D" an d "T " wer e 
u se d  in  na mi ng  th e  se cond  an d t h i r d  c o m p le ti o n s  u t i l i z ­
in g  c u r r e n t in d u s tr y  p r a c t i c e ,  a lt h o u g h  th e  i n t e n t  i s  
n o t to  r e s t r i c t  o p e ra to rs  to  th e  u se  o f  th e s e  p a r t i c u la r  
a lp h a b e ti c a l s u f f i x e s .  An u a lp h a b e t ic a l  s u f f i x  may be  
use d a s  lo n g  as i t  i s  un iq u e  to  th e  c o m p le ti o n  i n  th a t  
r e s e r v o i r . )

Ex am ple No . 4 : The dr aw in g i s  sho wn to  i l l u s t r a t e  th e  f a c t  th a t  once
a c o m p le ti o n  in  a s p e c i f i c  w e ll  bore  i s  d e s ig n a te d  i n  a 
g iv e n  r e s e r v o i r ,  i t  w i l l  r e ta in  th a t  name p e rm a n e n tl y . 
L e t us c o n s id e r  th e  A-2  c o m p le ti o n  show n in  Exa mple 
No. 3 . Should  a re c o m p le ti o n  be  made i n  a d i f f e r e n t  
r e s e r v o i r  a t  a l a t e r  d a te ,  i t  s h a l l  be  re nam ed ; how ever,  
th e  p ro d u c ti o n  fr om  th e  r e s e r v o i r  a s s o c ia te d  w it h  th e  
o r ig in a l  A-2  c o m p le ti o n  w i l l  a lw ays be  i d e n t i f i e d  w it h  
th e  A -2  c o m p le ti o n . Once th e  A -2  c o m p le ti o n  in  th e  
1 0 ,0 0 0 ' sa nd  i s  sq u eeze d  an d p lu g g ed  o f f  an d th e  re co m ­
p l e t i o n  made to  th e  7 ,0 0 0 ' sa n d , th e  c o m p le ti o n  in  th e  
7 ,0 0 0 ' sa nd wou ld  be  d e s ig n a te d  A-2 -A  (o r  some  o th e r  
a lp h a b e ti c a l s u f f i x  o th e r  th an th e  "D" o r  "T " p r e s e n t ly  
a s s o c ia te d  w it h  o th e r  c o m p le ti o n s  i n  th e  9 ,0 0 0 ' an d 
8 ,0 0 0 ' sa n d s ) .

The Su nd ry  N o ti c e s  and R ep o r ts  on  W e ll s  (Form 9- 331) 
su b m it te d  to  o b ta in  a p pro va l f o r  th e  w ork over  s h a l l  be 
th e  v e h ic le  f o r  na ming th e  new c o m p le ti o n .

R ese rv o ir

7 ,0 0 0 ' S d .

8 ,0 0 0 ' S d .

9 ,0 0 0 ' S d .

10 ,0 00 ’ Sd

, «

X X
b

z

5 Squeeze d  O ff

C om ple ti on  Name

A -2 -A

A -2 -T

A-2 -D

A -2  •



Exa mple No . 5 : I f  th e  A -2  c o m p le ti o n  i n  E xam ple  No.  4 had been  re com ­
p le te d  fr o m  th e  1 0 ,0 0 0 ' sand to  th e  9 ,0 0 0 ' sand (w he re  
th e  A -2 -D  i s  c u r r e n t ly  c o m p le te d ) , th e  c o m p le t io n  w ou ld  
s t i l l  be  named A -2 -D  as b o th  tu b in g  s t r i n g s  w o u ld  be  
c o n s id e re d  on e c o m p le ti o n  f o r  p u rp o se s  o f  t h i s  O r d e r . 'i .

R e s e rv o ir

8 ,0 0 0 ’ Sd.

9 ,0 0 0 ' Sd.

1 0 ,0 0 0 ' Sd. A -2
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or ®  9 -1 8 6 6  
J a n .  19  7 4)

REQUEST FOR RESERVOIR MER FORM APPROVED
BUDGET BUREAU NO . 4 2 -R  1 694

TE
SERVOIR

-ASE
ZLD

-IV E MECHANISM* 
'ERATOR

R e q u e s te d  MER_

P r e s e n t  MER

R e s e r v o ir  C l a s s i f i c a t i o n :

_____ O i l  ____ _ 0 i l w / A s s o c .  Gas  Cap

R e s e r v o ir  D i s c o v e r y  Y e a r  __

BASIC DATA REQUIRED

C ut o f f s  0 U pper Low er 0 . 0 . 2 0 . Kv
K U pper  Low er  md 2 1 . API  9 60° F.

2 2 . SG
G /0  I n t e r f a c e 2 3 . R si

.  W /0 I n t e r f a c e 2 4 . uo i

.  A rea  @ G /0 2 5 . po
. .  A rea  u se d  t o  d e t ' n  R ock  V o l . 2 6 . Tavg
.. . O i l  Z on e Roc k V ol um e 2 7 . Pi

.  Ga s Z one R oc k V ol um e 2 8 . Pws
H, h 2 9 . Pb

.  0 0 . 3 0 . Da tu m D epth
. .  Sw 0 . 3 1 . GOR

Sg 0 . 3 2 . WOR
1 -S w -S g 0 . 3 3 . I n j e c t i o n  C o m p le t io n s
l / B o i 3 4 . A b and on ed  C o m p le t io n s

. .  N 3 5 . N o . o f  a c t i v e
j .  R i 0 . C o m p le t io n s

.  RiN 3 6 . N p ( l )  (D a t e )
Np /N 0 . 3 7 . N p (2 )  (D a t e )
A v e r a g e  W e ll  D ep th 3 8 . G p ( l)  (D a t e )
Kh 3 9 . G p (2 ) ( D a te )

4 0 . W p (l ) (D a t e )
4 1 . W p(2 ) ( D a t e )

L IS T  OF ATTACHMENTS OF GEOLOGIC, CEOPHYSIC, PETR OPHYSIC , ENGINEERING, SIMULATION, ECONOMIC
DATA AND REPORTS SUBMITTED IN  SUPPORT OF RESERVOIR MER

REMARKS:

SIGNED: __________ ._______________________________  DATE:______________________________

TITL E:  ________________________________________________________________________________

APPROVED: ________ __________________________________  DA TE :__________________.___________

O i l  an d C as  S u p e r v is o r  
G u lf  o f  M e x ic o  A rea

W he re  B o re  th a n  o n e  r e c o v e r y  m ech an is m  I s  o p e r a t in g  i n  a  DATE EFFECTIVE :___________________
- r e s e r v o i r ,  a  su mm ar y s h e e t  I s  t o  b e  p r o v id e d  w i t h  e s t im a t e d  
w a t e r  I n f l u x  r a t e s ,  g a s  ca p  e x p a n s io n  r a t e s ,  e t c .

l i s  fo rm  I s  t o  b e  f i l e d  w i t h  t h e  O i l  and G as  S u p e r v is o r  a s  r e q u ir e d  b y  S e c t io n  3 . A . ( 1 ) ,  ( 2 ) , 
d ( 3 )  o f  OCS O rd er  No.  1 1 , an d s h a l l  c o n t a in  a l l  in f o r m a t io n  r e q u ir e d  u n l e s s  su c h  in f o r m a - 
on  i s  n o t a v a i l a b l e  a t  t h e  tim e'  o f  s u b m i t t a l  b e c a u s e  o f  t h e  s t a g e  o f  d e v e lo p m e n t  o f  t h e

L s e r v o i r .

e  U n ite d  S t a t e s  C r im in a l  C o d e , 18  U .S .C . 1 0 0 1 , m akes  i t  a c r im in a l  o f f e n s e  t o  mak e a
- l l f u l l y  f a l s e  s t a t e m e n t  o r  r e p r e s e n t a t io n  t o  an y  D e p a r tm e n t o r  A gen cy  o f  t h e  U n ite d  S t a t e s  

t o  an y m a t te r  w i t h i n  i t s  j u r i s d i c t i o n .
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DEFINITIONS OF BASIC DATA REQUIRED
(REQUESTED MER: HER deter mined  from a p lo t  o f  u lt im ate  re co ver y ver su s ra te  -  P re se nt 

MER: P rev io u sl y  app rov ed MER)

1. 0 c u t -o f f s  -  Upper and lower  p o ro sit y  c u t - o f f s  (f r a c t io n s )
K c u t -o f f s  -  Upper and low er c u t -o f f s  to  a ir  per m ea b il it y  (md)

2. G/0 in ter fa ce  -  I n i t i a l  g a s - o il  in te r fa c e  ( fe e t  su bs ea )
3.  W/0 in te r fa ce  -  I n i t i a l  w a te r -o il  in te r fa c e  ( f e e t  su bs ea )
4 . Area 9 G/0 -  Area o f  g a s - o il  co n ta ct  (a cres)
5 . Area use d to  D et 'n  Rock Vol . -  Area  @ W/0 co n ta ct or  ar ea  o f  re se rve  isop ac h (a cres)
6 . O il  zone rock  v o l.  -  Rock volum es used  to  de te rm in e N. (a c r e - fe e t )
7. Gas zon e rock  v o l.  -  Rock volu me o f  ga s cap (a c r e - fe e t )
8.  H,h -  Average g r o ss , av er ag e net  pay th ic k n ess  ( f e e t .  Co mpatib le w ith  5 4 6 .
9 . 0 -  E ff e c t iv e  p o ro s it y  ( fr a c t io n )

10 . Sw -  Connate w at er  sa tu ra ti on  ( fr a c t io n )
11 . Sg -  I n i t i a l  ga s sa tu ra ti on  ( fr a c t io n )
12 . 1-S w-S g -  I n i t i a l  li q u id  hydroca rbon sa tu ra ti o n  ( fr a c t io n )
13 . 1 /B ol -  R ec ip ro ca l i n i t i a l  f la s h  fo rm at ion volume fa cto r  ( fr a c t io n )  ,
14 . N -  7758 Ah0 (1-S w- Sg ) 1/ B oi  st ock  tan k b a rre ls  o f  o i l - in - p la c e
15 . Ri -  Es tim ated  re co ve ry  fo r d ri ve mechanism  (fr a c t io n )  ' , ‘ .-
16 . RiN -  U lt im at e re co ver able  o i l  fo r d ri ve mech anism (s to ck ta nk  b a r r e ls )
17 . Np/N -  D ep le ti on  o f  i n i t i a l  o i l - in - p la c e  (fr a c t io n )
18 . Average w e ll  depth

i  T+B 
2N

" th e sum o f
T ■ v e r t ic a l  depth from KB e le v a t io n  to  top o f  pro duct iv e o i l  pay 
B “ v e r t ic a l  de pth from KB e le v a tio n  to  bas e o f p ro duct iv e o i l  pay 
N = number o f  co m ple tion s

19 . Kh -  Average h or iz o n ta l a ir  p er m ea b il it y  (md)
20 . Kv -  Average v e r t ic a l a ir  p er m ea b il it y  (md)
21 . °API -  Average API grav it y  o f  st ock  tan k o i l  (d eg re es  @ 60°F)
22 . SG -  S p e c if ic  grav it y  o f  gas (a ir  = 1 .0 0 )
23. R si  -  I n i t i a l  so lu tio n  g a s -o il  r a t io  (SCF-STB)
24 . jioi -  I n i t i a l  re ser v o ir  o i l  v i s c o s i t y  (cp)
25 . po -  R es er vo ir  o i l  v is c o s it y  a t cu rr en t re ser v o ir  pre ss ure (c p)
26. Tavg -  Average re ser v o ir  tem pe ra ture  (°F)
27 . P i -  I n i t ia l  s t a t ic  re ser v o ir  pre ss ure  a t  datum (PSIG)
28 . Pws -  Curre nt s t a t i c  r e ser v o ir  pre ss ure  a t  datum (PSIG)
29 . Pb -  Bubble poin t pre ss ur e (PSIG)
30 . Datum Depth  -  Refer en ce  dep th fo r s t a t i c  p re ss ure  ( f e e t  su bse a)
31 . GOR -  Pr oduc ing g a s - o il  r a t io  fo r s p e c if ie d  month, s c f /s t b
32 . WOR -  Pr oduc ing w a te r -o il  r a t io  fo r s p e c if ie d  mon th, b b l/ s tb
33 . In je c ti o n  Co mpleti on s -  Number o f co m ple tion s in je c t in g  f lu id  re la ted  to  d riv e  mechanism
34 . Abandoned Com pleti on s -  Number o f  pr od uc ing co m ple tion s abandoned
35 . No. o f  a c t iv e  Com pleti on s -  Number o f  w e ll  co m ple tion s fo r  re ques te d  MER
36 . N p( l)  -  Cumu lat ive  o i l  pro duct io n, STB a t  la s t  su bm is si on
37 . Np(2) -  Cu mu lat ive  o i l  pro duct io n, STB t h is  su bm ission
38 . Gp( l) -  Cumu lat ive  ga s pro duc tion , MSCF a t l a s t  su bm ission
39 . Gp(2)  -  Cumu lat ive  gas pro duct io n, MSCF t h is  su bm ission
40. Wp(l)  -  Cumu lat ive  wa ter pro duct io n, BBL a t  l a s t  su bm ission
41 . Wp(2) -  Cu mu lat ive  wa ter pro duct io n, BBL t h is  su bm ission
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F orm  9 -1 8 6 6  
( J a n .  1 9 7 4 )

REQUEST FOR RESER VOIR MER FORM APPROVED
BUDCET BUREAU NO . 4 2 -R  1694

ATE _______________________
RESERVOIR _____________________

EASE
~  ELD ______________________

’-R IV E  MECHANISM* ______________________
-PERATOR ______________________

R e q u e s t e d  MER_______________________________

P r e s e n t  MER _______________________________

R e s e r v o i r  C l a s s i f i c a t i o n :

_____ O i l  _____ O i l w / A s s o c .  G as C ap  _____ G as

R e s e r v o i r  D i s c o v e r y  Y e a r  __

BA SIC  DATA REQUIRE D

1 . C u t o f f s  0 U p p e r  L ow er 0 .  0 . 2 0 . Kv
K U p p e r L ow er md 2 1 . A P I @ 6 0 ° F .

2 2 . SG
2 . G /0  I n t e r f a c e 2 3 . R s i
3 . W /0  I n t e r f a c e 2 4 . p o i
4 . A r e a  @ G /0 2 5 . po
5 . A re a  u s e d  t o  d e t ’n  R ock  V o l . 2 6 . T av g
6 . O i l  Z one R ock  V olu m e 2 7 . P i
7 . G as Z o n e  R ock  V olu m e 2 8 . Pw s
8 . H,  h 2 9 . Pb
9 . 0 0 . 3 0 . D atu m  D e p th

- 0 . Sw 0 . 3 1 . G0R
- 1 . Sg 0 . 3 2 . W0R
- 2 . 1 -S w -S g 0 . 3 3 . I n j e c t i o n  C o m p le t i o n s
- 3 . 1 /B o i 3 4 . A b a n d o n e d  C o m p le t i o n s
4 . N 3 5 . N o. o f  a c t i v e
5 . R i 0 . C o m p le t i o n s

.6 . RiN 3 6 . N p ( l )  ( D a te )
7 . Np/N 0 . 3 7 . N p (2 )  ( D a te )

, 8 . A v e ra g e  W e ll  D e p th 3 8 . G p ( l )  ( D a te )
- 9 . Kh 3 9 . G p ( 2 )  ( D a te )

4 0 . W p ( l)  ( D a te )
4 1 . W p(2 ) ( D a te )

L IS T  OF ATTACHMENTS OF GEO LOGIC, GEOPHY SIC , PE TR OPH YS IC , EN GINE ER ING,  SIMU LA TIO N, ECONOMIC
DATA AND REPORTS SUBMITTED IN  SUPPORT OF RESER VOIR MER

REMARKS:

SIGN ED : ___________________________________________D AT E:______________________________

T IT L E : ___________________________________ _____________________________________________

APPROVED: ___________________________________________ DA TE :_____________________________

O i l  an d  G as S u p e r v i s o r  
G u l f  o f  M e x ic o  A re a

W here  m o re  t h a n  o n e  r e c o v e r y  m e c h a n is m  i s  o p e r a t i n g  i n  a  DATE EFF ECTIV E:___________________
r e s e r v o i r ,  a  su m m ary  s h e e t  i s  t o  b e  p r o v i d e d  w i t h  e s t i m a t e d  
w a t e r  i n f l u x  r a t e s ,  g a s  c a p  e x p a n s io n  r a t e s ,  e t c .

h i s  fo rm  i s  t o  b e  f i l e d  w i t h  t h e  O i l  a n d  G as S u p e r v i s o r  a s  r e q u i r e d  b y  S e c t i o n  3 . A . ( 1 ) ,  ( 2 ) ,  
n d  ( 3 )  o f  OCS O r d e r  N o.  1 1 , a n d  s h a l l  c o n t a i n  a l l  i n f o r m . i t i o n  r e q u i r e d  u n l e s s  s u c h  i n f o r m a -  

- i o n  i s  n u t  a v a i l a b l e  a t  t h e  t im e  o f  s u b m i t t a l  b e c a u s e  o f  t h e  s t a g e  o f  d e v e lo p m e n t  o f  t h e  
- e s e r v o l r .

h e  U n i te d  S t a t e s  C r i m in a l  C o d e , 18 U .S .C .  1 0 0 1 , m ak e s  i t  a c r i m i n a l  o f f e n s e  t o  m ak e a  
. i l l f u l l y  f a l s e  s t a t e m e n t  o r  r e p r e s e n t a t i o n  t o  a n y  D e p a r tm e n t  o r  A g e n cy  o f  t h e  U n i t e d  S t a l e s

s  t o  a n y  m a t t e r  w i t h i n  i t s  j u r i s d i c t i o n .
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• B u d get B ure au  N o . A 2-R  169b

UN ITED  ST AT ES
DEPARTMENT OF  THE IN TE RI OR  

GE OL OG ICA L SURVEY

REQ UEST FOR WELL MAXIMUM PRO DUC TION RATE (MPR)

Ope  ra  t o r : ________________________________________________________________________________________ _________________

A d d r e s s : ___________________ _ _____________________________________________________ ___ __________________________

F i e l d : ____________________________________ __________  L e a s e  N o .:  _____________________________________

W ell
C o m p le ti o n

N o .
A T I W e ll  
S e r i a l  N o . R e s e r v o ir

P r e s e n t
MPR

R e q u e ste d
MPR

E f f e c t i v e
D a te

S ig n e d : ___________________________________ __________________________  D a te : ___________________________________

A p p ro v e d : ___________ ______ _________________________________________
O i l  art' G as  S u p e r v is o r  
G u l f  o f  M e x ic o  A re a

D a te : _______________________ ___________
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. v11ii ap pr ov ed
--------  ■ —------------  Bud ge t Burea u No. 42-R 169U nited  S ta te s

Depar tm en t o f th e I n te r io r
G eo lo g ic al  Su rv ey

HELL POTENTIAL TEST REPORT

Fi e 1 d __________________________________________  Op era  to r _________________________ ______
Ar ea  &
B ]o ck _ __________________________  Le as e No. ______________ API We ll No._______ '_______

Type H e ll : O il  (__ ) Gas (__ ) H e ll  Name and No. _____________________________________

Type T e s t:  I n l t .  Comp. (__ ) Recomp. (__ ) Rework (__ ) R e te s t (__ )

P e r f . I n t .  _________ t o __________ (MD) Fl ow in g! __ ) Gas L i f t  ( _ )  P um pin g!__ )

Da te o f  F i r s t  P ro ducti on  !A fte r  comp , o r Rec omp.)

P r e te s t  tim e _________h r s .  Choke s iz e  ________i n .  t

Date o f t e s t  ______________  No. o f  h r s . te s te d  _______ h r s .  Choke s iz e  _______ _in.

P ro ducti on  Dur ing T e st P eri o d :

O il b b ls . Gas MCF Wa ter b b ls .

GOR c u .f  t. / b b l . Wa ter  Cut Z Fl ow ing Tub in g P re s su re p s ig

C alc u la te d

O il

2 4 -h r . R at e:

b b ls . Gas MCF Wa ter b b ls .

O il  G ra v it y______________ Deg. API S p e c if ic  G ra v it y  o f Gas_____________________

S ta t i c  Bo ttom Hole P re ssu re  ( i f  ta ken  p r io r  to  t e s t ) : _______________________________

Cum ulat ive p ro d u c ti o n  du ri n g  e n t i r e  ap pr ov ed  te s t in g  p e r io d :

O il ________ b b ls . Gas_____ MCF Wa ter_______ b b ls .

REMARKS:_________________ _______________________________________________________________

I  her eb y c e r t i f y  th a t  th e  fo re go in g  r e s u l t s  a re  tr u e  and  c o r r e c t .

Sign ed  T i t l e  D ate
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orm 9- 18 71  
J a n .  19 7'. ) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
GEOLOGICAL SURVEY

Form App ro ved
Bu dg et  Bu reau  ,No. 42 -K  1MO

P a c k e r  T e s t

r i e J d  Nau ir___________________________________________________A re a  B lo ck  _____________________ __________

’ W ell
O p e ra to r  ___________________________________  L ease_______________________ Com p. N o.______________

V .S .C .S . D i s t r i c t ____________________________________________________ _  AP I S e r i a l  No. ________________

T e s t  No . 1

D a te  sn d  ti m e  w e l l  s h u t  i n ___________________________ ._________________ (B o th  C o m p le ti o n s )

DATA ON PRODUCING COMPLETION: D a te  & Ti me W ell  Ope ne d _ _________________________________ ■■
C o m p le ti o n  p ro d u c in g  __________________  R e s e rv o i r _______________ Cho ke  S iz e ____________ in c h e s
S t a b i l i z e d  s h u t - i n  p r e s s u r e  p r i o r  t o  t e s t ______ ___ _____________________________________ p s i
S t a b i l i z e d  f lo w in g  p r e s s u r e  d u r in g  t e s t _________ ________ Ps i

L en g th  o f  ti m e  r e q u i r e d  f o r  s t a b i l i z a t i o n  o f  f lo w in g  p r e s s u r e  ________________________ h o u rs
S t a b i l i z e d  s h u t - i n  p r e s s u r e  a t  th e  en d o f  t e s t _______________________________________ p s i
L e n g th  o f  ti m e  r e q u i r e d  f o r  o b t a i n i n g  t h i s  s t a b i l i z e d  s h u t - i n  p r e s s u r e _______________ h o u rs

DATA ON SHUT-IN COMPLETION:

C o m p le ti o n  s h u t - i n ________________________ R e s e r v o i r _________________________________________________
S t a b i l i z e d  S h u t - i n  p r e s s u r e  p r i o r  t o  t e s t ____________________________________________ ps i
S h u t - i n  p r e s s u r e  d u r in g  t e s t :  Mini mu m:__________p s i ;  Maximum_____________________  ps i
S t a b i l i z e d  s h u t - i n  p r e s s u r e  a t  th e  en d o f  th e  t e s t ______________________________________ p s i
L en g th  o f  ti m e  r e q u i r e d  f o r  o b t a i n i n g  t h i s  s t a b i l i z e d  p r e s s u r e  a t  th e  end  o f  th e  
t e s t :  ____________________ h o u r s .
Maximum p r e s s u r e  ch an g e  o f  s h u t - i n  c o m p le ti o n  d u r in g  t e s t  ■ ________ p s i  ( i n c r e a s e )

( d e c r e a s e )

T e s t  No . 2

Same w e l l  b o re  a s  i n  T e s t  No . 1 , b u t  w i t h ______________________________________ c o m p le ti o n
p ro d u c in g  a n d ________________________ _________________________________c o m p le ti o n  s h u t - i n .
D a te  an d ti m e  s h u t  i n  ______________________________________________________________________________

DATA ON PRODUCING COMPLETION: D ate  6 Time  W il l  Ope ne d ______________________________________
C o m p le ti o n  p r o d u c i n g ________________________ R e s e r v o i r ____________ Cho ke  S iz e  ___________
S t a b i l i z e d  s h u t - i n  p r e s s u r e  p r i o r  to  t e s t  ______________________________________________ p s i
S t a b i l i z e d  f lo w in g  p r e s s u r e  d u r in g  t e s t  _________________________________________________ p s i
L en g th  o f  ti m e  r e q u i r e d  f o r  s t a b i l i z a t i o n  o !  f lo w in g  p r e s s u r e : ______________________ h o u r s

DATA ON SHU T-IN COMPLETION:
C o m p le ti o n  s h u t - i n ________________________ R e s e rv o i r _________________ ____________________________
S t a b i l i z e d  s h u t - i n  p r e s s u r e  p r i o r  to  t e s t ________________________________________________p s i
S h u t - i n  p r e s s u r e  d u r in g  t e s t :  Minim um______  p s i ;  Maximum______________________p s i
Maximum p r e s s u r e  ch an g e  o f  s h u t - i n  c o m p le ti o n  d u r in g  t e n t ________________ p s i  ( I n c r e a s e )

( d e c r e a s e )

C l a s s i f i c a t i o n  o f  c o m p le ti o n  t e s t i n g ,  w h e th e r  o i l  w e l l  o r g a s  w e l l :
Tu b in g _______________________________ ;___________ . Cas  i ng___________________________________________

REMARKS:

i  c e r t i f y  t h a t  th e  above  i s  t r u e  and  c o r r e c t .

S ig n ed __________________________________  T i t l e _______________________________________  D a te ___________
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OCS Or de r No. 5 
Ju ne  5 , 19 72

UNITED STATES 
DEPARTMENT OP THE INTERIOR 

GEOLOGIC?. L EUR VET
CONSERVATION DIVIS ION ,

BRANCH OF Oil . AND GAS OPERATIONS •
GULF OF MEXICO AREA

NOTICE_TO T^ rS EES  AND OPERATORS OF FEDERA L  O IL  AND GAS 
LEASES IN  T.A , CUT. ; CC'Em IN '.A  .:.‘,'.L SHELF , GU LF OF ME XIC O AREA

INSTALLATION OF SUBSURFACE SAFETY DEVICE

T h is  Or der i s  e s ta b li s h e d  pu rs ua nt  to  th e  a u th o r it y  p r e scr ib e d  in  30 CFR 
2 50 .1 1 and in  acc or dance  w ith 30 CFR 2 50 .4 1( b) . S e c t io n  2 5 0 .4 1 (b) 
p ro v id es as fo ll o w s :

(b) Compic te d  Wei 1 s . In  th e  co nd uc t o f  a l l  i t s  o p e r a tio n s , 
th e  le s s e e  s h a l l  ta ke a l l  s te p s  n ecessa ry  to  p reven t 
b lo w ou ts , and th e  le s s e e  s h a ll  im m ed ia te ly  ta ke wha teve r 
a c ti o n  i s  r eq u ir ed  to  bri ng un der c o n tr o l any  w e ll  over  
wh ich  c o n tr o l ha s be en  l o s t .  The l e s s e e  s h a l l :  (1 ) in  
w e ll s  ca p a ble  o f  fl o w in g  o i l  or  g a s , when r e q u ir e d  by 
th e  s u p e r v is o r , i n s t a l l  and m ai nt ai n in  o p era ti n g  co n d i­
t io n  stor m  ch okes or  s im il a r  su b su rfa ce  s a f e ty  d e v ic e s ;
(2)  fo r  pr od uci ng w e ll s  not  ca p a ble  o f  fl o w in g  o i l  or  
gas,  i n s t a l l  and mai nt ai n su r fa c e  s a fe ty  v a lv e s  w ith  
au to m atic shu tdown c o n tr o ls ;  and (3)  p e r io d ic a l ly  t e s t  
or in s p e c t  su ch  d e v ic e s  or eq ui pm en t a s p r e s c r ib e d  by  
th e  su p e rv is o r .

The op er ato r s h a l l  com ply  w ith th e  fo ll o w in g  req u ir em en ts . A l l  de par ­
tu r e s  fro m th e  req uir em en ts  s p e c if ie d  in  t h i s  Ord er  s h a l l  b e  s u b je c t  to  
ap pr ov al  pu rs ua nt  to  30 CFR 2 5 0 .1 2 (b ). A l l  a p p li c a t io n s  fo r  ap pr ov al  
under th e  p r o v is io n s  o f  t h i s  Or der s h a l l  be su bm it te d  t o  th e  a p p rop ri a te  
D is t r i c t  o f f i c e .  R e fe r e n ce s  in  t h is  Or der to  a p p ro v a ls , d e te r m in a ti o n s, 
or  req uir em en ts  a re  to  th o se  giv en  or  made by th e  S u p erv is o r  or  h i s  
d ele g a te d  r e p r e s e n ta t iv e .

1 .  I n s t a l la t i o n . /All new and e x is t in g  tu bin g  i n s t a l la t i o n s  op en  to  
h yd rc ca rbon-b cs rin g  zo nes  s h a ll  h e eq uip ped  w it h  a s u b s u r fa c e - 
c o n tr o ll e d  or a s u r fa c e -  or  o th e r  re m ote ly  c o n t r o lle d  su b su r fa ce  
s a fe ty  d e v ic e , to  b e  i n s t a l le d  a t  a dep th  o f  100  f e e t  or  more 
be lo w  th e  se a  f lo o r  u n le s s , a f t e r  a p p li c a t io n  and j u s t i f i c a t i o n ,  
th e  w e ll  i s  det er m in ed  to  ba in ca p a b le  o f  fl o w in g  o i l  or gas.  
The se  i n s t a l la t i o n s  s h a ll  be  made a s r e q u ir e d  in  su bp ar ag ra ph s A 
end B beln .;  w it h in  two (2)  da ys a f t e r  s t i . b i l i sa d p rodu ct io n  i s  
e s t a b l is h e d ,  and dur in g t h i s  p er io d  o f  tim e th e  w e ll  s h a l l  n o t 
b e l e f t  unatt en ded  w h il e  ope n to  p r o d u cti o n .
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A . Wew W e ll s . A l l  tu b in g  i n s t a l l a t i o n s  i n  w e l ls  co m p le te d 
a f t e r  De cember 1 , 1172 , s h a l l  be e q u ip p e d  w i th  a s u r fa c e - 
o r  o th e r  re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  d e v ic e ;  p r o ­
v id e d ,  th a t  w e l ls  w i th  a s h u t - in  tu b in g  p re s s u re  o f  4 ,0 0 0 
p s ig  o r  g r e a te r  s h a l l  be  e q u ip p e d  w i th  a s u b s u r fa c e - 
c o n t r o l le d  s u b s u rfa c e  s a fe ty  d e v ic e  i n  l i e u  o f  a s u r fa c e - 
o r  o th e r  re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  d e v ic e  u n le s s 
a s u r fa c e -  o r  o th e r  re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  
d e v ic e  i s  appro ved  o r  r e q u ir e d . When th e  s h u t - in  tu b in g  
p re s s u re  d e c li n e s  b e lo w  4 ,0 0 0  p s ig ,  a s u r fa c e -  o r  o th e r 
re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  d e v ic e  s h a l l  be 
i n s t a l l e d  when th e  tu b in y  i s  f i r s t  re mov ed  an d r e in s t a l l e d .

D. E x is t in g  W e ll s .  A l l  tu b in g  i n s t a l l a t i o n s  i n  w e l ls  e x is t in g  
on  th e  d a te  o f  t h i s  O rd e r s h a l l  be  e q u ip p e d  w i th  a s u r fa c e - 
o r  o th e r  re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  d e v ic e  when 
th e  tu b in g  i s  f i r s t  re m ov ed  and r e in s t a l l e d  a f t e r
Decem ber 1 , 1172; p ro v id e d ,  t h a t  w e l ls  w i th  a s h u t - in  tu b in g 
p re s s u re  o f  4 ,0 0 0  p s ig  o r  g r e a te r  s h a l l  be e q u ip p e d  w i th  a 
s u b s u r fa c e - c o n t r o ll e d  s u b s u rfa c e  s a fe ty  d e v ic e  i n  l i e u  o f  a 
s u r fa c e -  o r  o th e r  re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  
d e v ic e  u n le s s  a s u r fa c e -  o r  o th e r  re m o te ly  c o n t r o l le d  su b ­
s u r fa c e  s a fe ty  d e v ic e  i s  ap p ro ve d  o r  r e q u i r e d . When th e 
s h u t - in  tu b in g  p re s s u re  d e c li n e s  b e lo w  4 ,0 0 0  p s ig ,  a 
s u r fa c e -  o r  o th e r  re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  
d e v ic e  s h a l l  be in s t a l l e d  when th e  tu b in g  i s  f i r s t  re m ov ed 
and r e in s t a l l e d .

T u b in g  i n s t a l l a t i o n s  i n  e x is t in g  w e l ls  c o m p le te d  fr o m  
s in g le - w e l l  an d m u l t i - w e l l  s a t e l l i t e  c a is s o n s  o r  ja c k e t s  an d 
s e a - f lo o r  c o m p le ti o n s  may be  e q u ip p e d  w i th  a s u b s u r fa c e - 
c o n t r o l le d  s u b s u rfa c e  s a fe ty  d e v ic e ,  i n  l i e u  o f  a s u r fa c e - 
o r  o th e r  re m o te ly  c o n t r o l le d  s u b s u rfa c e  s a fe ty  d e v ic e ,  up on 
a p p l i c a t io n , j u s t i f i c a t i o n ,  an d a p p ro v a l.

C. S h u t - in  W e ll s . A tu b in g  p lu g  s h a l l  be  i n s t a l l e d  i n  l i e u  o f , 
o r  i n  a d d i t io n  t o ,  o th e r  s u b s u rfa c e  s a fe ty  d e v ic e s  i f  a w e ll 
ha s be en  s h u t i n  f o r  a p e r io d  o f  s i x  (6 ) m on th s. Suc h p lu g s 
s h a l l  be  s e t  a t  a d e p th  o f  10 0 f e e t  o r  mer e b e lo w  th e  se a 
f l o o r .  A l l  r e t r ie v a b le  p lu g s  i n s t a l l e d  a f t e r  th e  d a te  o f 
t h i s  O rd e r s h a l l  be o f  th e  p u m p-t h ro u gh  ty p e . A l l  w e l ls 
p e r fo r a te d  an d c o m p le te d , b u t  n o t p la c e d  on  p r o d u c t io n , 
s h a l l  be  e q u ip pe d  w i th  a s u b s u rfa c e  s a fe ty  d e v ic e  o r  tu b in g 
p lu g  w i t h in  tw o (2 ) days  a f t e r  c o m p le t io n .

D. I n je c t io n  Wei 1s . S u b s u rf a c e  s a fe ty  d e v ic e s  as re q u ir e d  in  
su b p a ra g ra p h s  A an d f) above s h a l l  be  i n s t a l l e d  i n  a l l  i n j e c ­
t io n  w e l ls  u n le s s ,  a f t e r  a p p l ic a t io n  an d j u s t i f i c a t i o n , i t  
i s  d e te rm in e d  th a t  th e  w e l l  i s  in c a p a b le  o f  f lo w in g  o i l  o r 
ga sy  w hi ch  c o n d it io n  s h a l l  be  v e r i f i e d  a n n u a ll y .
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2. Te ch no logi ca l Advancement. As te chno lo g ic a l researc h , p ro g ress , 
and pr od uc t improvement, r e s u l t  in  in cre ase d  e ff e c ti v e n e s s  o f 
e x is ti n g  s a fe ty  devic es or  th e  de ve lopm en t o f  new d ev ic es  or  
sy st em s,  such d evic es or  sy st em s may be re qu ir ed  or  used  upon 
a p p li c a ti o n , ju s t i f i c a t io n ,  and appro val. A p p li c a ti o n s  fo r  ro u­
ti n e  us e sh a ll  in clu de ev id enc e th a t th e  dev ic e  or  sy st em  has 
been f i e ld - te s t e d  a t le a s t on ce  eac h month fo r  a minimum o f  s i x  
(6) conse cu ti ve  mon ths, and th a t each t e s t  in d ic a te d  pr op er  
opera ti on .

3.  Tes ti n g  a:.J In sp e c ti o n . Su bsu rf ac e s a fe ty  devic es s h a ll  be  
desi gned , a d ju s te d , in s ta l le d , and m ai nt ai ne d to  in su re  r e l ia b le  
opera ti on . During te s ti n g  and in sp e c ti o n  pr oce dure s, th e  w e ll  
sh a ll  no t be  l e f t  un at te nd ed  w hil e  ope n to  pro duc tion un le ss a 
pro per ly  oper ating  su bsu rf ace  s a fe ty  dev ic e  has be en  in s ta l le d  
in  th e  w e ll .

A. Surf ace-C ontr o ll ed  Sub su rf ace  S a fe ty  D evic es. Each su r fa c e - 
or  o th er re m ot el y co n tr o ll e d  su bsu rf ace  s a fe ty  dev ic e  
in s ta l le d  in  a w ell  s h a ll  be  te s te d  in  p la ce  fo r  pr op er  
oper at io n when in s ta l le d  and th e r e a ft e r  a t in te r v a ls  not 
ex ce ed in g s i x  (6) mon ths. I f  th e  dev ic e  do es  not oper ate  
p ro p er ly , i t  sh a ll  be  rem oved , re p a ir e d , and r e in s ta l le d  or  
re pl ac ed  and te s te d  to  in su re  pr op er  opera ti on .

B. Su bs ur fa ce -C on tr ol Jc d Sub su rf ace  S a fe ty  D evic es. Each 
su bsu rf a ce -c o n tr o ll ed  su bsu rf ace  s a fe ty  devic e  in s ta l le d  in  
a w el l s h a ll  be  remo ved, in sp e c te d , and re pa ir ed  or a d ju s te d  
as  ne ce ss ary  and r e in s ta l le d  a t in te r v a ls  not ex ce ed in g s i x  
(6) mo nth s; pro vi ded , th a t such  remov ab le d ev ic es s e t  in  a 
la nd in g n ip p le  s h a ll  be  remo ved, in s p e c te d , and re pa ir ed  or 
ad ju st ed  <-.s nec es sa ry  and  r e in s ta l le d  a t in te r v a ls  not 
ex ce ed in g tw el ve  (12)  mon ths. Each v e lo c it y - ty p e  devic e  
sh a ll  be  de sign ed  to  c lo se  a t a fl ow  ra te  no t to  ex ce ed  th e  
la rg er o f e it h e r  150 perc en t o f ,  or  200 BFPD ab ov e,  th e  mo st 
re cen t w e l l - te s t  ra te  wh ich  eq ua ls  or  ex ce ed s th e approved  
pr od uc tion  ra te . The above  c lo s in g  fl ow  ra te  s h a ll  no t 
ex ce ed  th e  ca lc u la te d  ca p a c it y  o f  th e  w ell  to  pr od uc e 
aga in s t a fl ow in g  wel lh ea d pre ss ure  o f 50 p s ig . Each p re se t 
tu b in g-p re ss ure -a ctu a te d  devic e  s h a ll  be de si gn ed  to  c lo se  
p rio r  to  re ducti on  o f  th e  fl ow in g  wel lh ea d pre ss ure  to  50 
p sig .

C. Tubing P lu gs . A s h u t- in  w e ll  eq uipp ed  w ith  a tu b in g  plu g 
sh a ll  be  in spec te d  fo r  le ak age  by  op en ing th e  w ell  to  p o ss i­
b le  fl ow  a t in te r v a ls  not ex ce ed in g s i x  (6) mon ths. I f  su s­
ta in ed  li q u id  fl ow  ex ce ed s 400 c c /m in .,  or  gas fl ow  ex ce ed s 
15 cu . f t . / m i n . , th e  p lu g s h a ll  be  remo ved, rep a ir ed , and  
r e in s ta l le d  or  an a d d it io n a l tu bin g pl ug  in s ta l le d  to  p re ­
ven t le ak age .



Tem porary  Remo va l. Each w ir e li n e -  or pu mpd ow n- re tr ieva bl e 
su bsu rf ace  s a fe ty  dev ic e  mau be  remov ed , w it hou t fu r th e r  
a u th o r it y  or n o ti c e , fo r  a ro u ti n e  opera ti on  wh ich  do es  no t 
re q u ir e  ap prov al  o f  a Sundry N oti ce  and Rep or t on W el ls  (Form 
9-33 1)  fo r  a per io d no t to  ex ce ed  f i f t e e n  (15)  days.  The w el l 
s h a l l be  c le a r ly  id e n t i f ie d  as  be in g w it hout a su bsu rf ace s a fe ty  
d e v ic e  and sh a ll  no t bo l e f t  una tten de d w hil e  ope n to  pr od uc - • 
ti o n . The p ro v is io n s  o f  th i s  parag raph  are  no t a p p li ca b le  to  
th e  te s ti n g  and in sp ec ti o n  pr oc ed ur es  in  parag raph  3 ab ov e.

A d d it io na l Pro te c t i ve F.nuinm ent . A ll  tu b in g  in s ta l la t io n s  made 
a f t e r  th e  da re  o f th i s  Order  in  which  a w ir e li n e -  or  pumpdown- 
r e tr ie v a b le  su bsu rf ace  s a fe ty  devic e  i s  to  be  in s ta l le d  sh a ll  be  
eq ui pp ed  w ith  a la ndin g  n ip p le , w ith  fl ow  co upli ngs or  o th er 
p r o te c ti v e  eq uip me nt abo ve and be lo w , to  pro vid e fo r  s e t t in g  o f  
th e  su bsu rf ace s a fe ty  d ev ic e . A ll  w e ll s  in  wh ich  a su bsu rf ace 
s a fe ty  devic e  or  tu bi ng  p lu g i s  in s ta l le d  sh a ll  ha ve  th e  tu b in g­
casi ng  an nu lus pa ck ed  o f f  above th e  upperm ost  open ca si ng  per­
fo r a ti o n s . The con tr o l sy st em  fo r  a l l  su r fa c e -c o n tr o ll e d  
su bsu rf ace  s a fe ty  dev ic es s h a l l be  an in te g r a l part  o f th e  p la t­
fo rm  s h u t- in  sy st em , or  o f  an in de pe nd en t remote s h u t- in  sy st em .

D ep art ure s. A ll  depart ure s (o r w aiv er s)  approved  p r io r  to  th e  
d a te  o f  th i s  Order  are  he re by  te rm in ate d  as  o f  December 1 , 1972 , 
u n le ss  new a p p li ca ti o n s  are  su bm it te d  p r io r  to  th a t d a te . A ll  
su ch  new a p p li ca ti o n s  w il l be  consi der ed  fo r  ap pr ov al  pu rs uant 
to  30 CFR 25 0.12 (b ) and th e  re quir em en ts  o f th i s  Or der. A l l  
a p p li c a ti o n s  fo r  dep art ure s s h a ll  in c lu de  a d e ta il e d  st a te m en t 
o f  th e  w el l c o n d it io n s , e f f o r t s  made to  ove rco me  any  d i f f i c u l ­
t i e s ,  and pr op os ed  a lt e rn a te  s a fe ty  mea su res.

Eme rge ncy Ac t io n . A ll  tu bi ng  in s ta l la t io n s  open  to  hy droc ar bo n­
bea ri ng zo ne s and no t eq uipp ed  w it h  a su bsu rf ace  s a fe ty  dev ic e  
as  perm it te d  by th i s  Order s h a ll  be  c le a r ly  id e n t i f i e d  as  no t 
bein g  so  eq ui pp ed , and a su bsu rf ace s a fe ty  d ev ic e  or  tu b in g  plu g 
s h a ll  be  a v a il a b le  a t th e  f i e l d  lo c a t io n . In  th e  even t o f  an 
em erge nc y,  su ch  as  an im pend ing  hurr ic ane , su ch  d ev ic e  or  plu g 
s h a ll  be  pr om pt ly  in s ta l le d  w it h in  th e  l im i t s  o f  p r a c t ic a b i l i t y , 
due consi d era ti o n  be in g gi ve n to  per so nn el  s a fe ty .

R eco rd s. The oper ato r sh a ll  m ai nt ai n th e  fo ll o w in g  re cord s fo r  
a minimum per io d o f  one ye ar  fo r  eac h su bsu rf ace s a fe ty  devic e  
and tu b in g  p lu g i n s ta l l e d , wh ich  re cord s s h a ll  be  a v a il a b le  to  
any  a u th o riz ed  r e p re se n ta ti v e  o f  th e  G eo lo gi ca l Surv ey .

A. F ie ld  Rec or ds . In d iv id u a l w ell  re co rd s s h a ll  be  m ai nt ai ne d 
a t  or  ne ar  th e  f i e l d  and sh a ll  in c lu d e , as a minim um, th e  
fo ll o w in g  in fo rm a ti o n :
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(1) A re co rd  which  w il l g iv e  des ig n and o th er  in fo rm ati on; 
i . e . ,  make, mo de l, ty p e , sp a cers,  bea n and sp r in g  s i z e ,  
pre ssu re , e tc .

(2) V e r if ic a ti o n  o f as se mbly by  a q u a li fi e d  pe rs on  in  
ch ar ge  o f  in s ta l li n g  th e  dev ic e  and in s ta l la t io n  d a te .

/

(3) V e r if ic a ti o n  o f  s e t t in g  de pth  and a l l  opera ti ona l t e s t s  
as  re qu ir ed  in  th i s  Or der.

(4) Removal d a te , reas on  fo r  re m ov al , and r e in s ta l la t io n  
da te .

(5) A re co rd  o f  a l l  m o d if ic a ti o n s  o f  des ig n in  th e  f i e l d .

(6) A ll  me ch an ica l fa i lu r e s  or  m a lf u n c ti o n s , in c lu d in g  
sa n d -c u tt in g , o f su ch  d e v ic e s , w it h  n o ta ti o n  as  to  
ca us e or pr ob ab le  Cause .

(7) V e r if ic a ti o n  th a t a fa i lu r e  re p o r t was su b m it te d .

B. Oth er  Reco rd s . The fo ll o w in g  re co rd s,  as  a minim um, s h a ll  
be  m ai nt ai ne d a t th e  o p e ra to r 's  o ff ic e : '

(1) V e r if ie d  des ig n in fo rm ati on  o f  su b su rfa c e -c o n tr o ll e d  
su bsu rf ace sa fe ty  dev ic es fo r  th e  in d iv id u a l w e ll .

(2) V e r if ic a ti o n  o f as se mbl y and in s ta l la t io n  acc or di ng  to  
des ig n in fo rm a ti on .

(3) A ll  fa i lu r e  r e p o r ts .

(4) A ll  la bora to ry  a n a ly s is  re p o r ts  o f  fa i le d  or  damaged 
p a r ts .

(5) Q uart er ly  fa i lu r e -a n a ly s is  re p o r t.

9.  R eport s. H el l co m pl et io n re p o r ts  (Form 9-3 30 ) and any  su bse ­
qu en t re p o r ts  o f worko ver (Form 9-3 31 ) s h a ll  in c lu de  th e  ty pe 
and th e  de pt h o f th e  su bsu rf ace  s a fe ty  dev ic es and tu bin g p lu gs 
in s ta l le d  in  th e  w el l or  in d ic a te  th a t a dep art ure  has been  
gr an te d.

To e s ta b li sh  a fa il u r e -r e p o r ti n g  and c o r r e c ti v e -a c ti o n  program 
as  a b a s is  fo r  r e l i a b i l i t y  and q u a li ty  c o n tr o l,  each opera to r 
sh a ll  su bm it a q u a rte r ly  fa i lu r e -a n a ly s is  re p o r t to  th e  o f f i c e  
o f  th e S u p erv is o r , id e n t if y in g  mec ha nica l fa i lu r e s  by le a se  and 
w e ll , make and mod el,  ca us e or  pr ob ab le  ca us e o f  fa i lu r e ,  and  
a c ti o n  take n to  co rrec t th e  fa i lu r e .  The re p o r ti n g  peri od  s h a ll  
be gi n th e  f i r s t  day  o f  th e  month  fo ll o w in g  th e  da te  o f th i s



209

O rd er . The r e p o r ts  s h a l l  be  su b m it te d  by  F eb ru ary  2 8 , Hay 31 
A ugust  31 , an d Novem ber  30 f o r  th e  p e r io d s  end in g  Ja nuary  31 , 
A p r il  30 , J u ly  31 , and O ct ober  31 o f  ea ch  y ea r .

v 1 1 ' (■ -. e* it
R o b ert F.  Ev ans 
S u p e rv is o r

App ro ve d:  Ju ne  5 , 197 2
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OCS Ord er  No . 7 
A ugust  2 8 , 1969

UNITED STATES
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
CONSERVATION DIVISION 

BRANCH OF OIL AND GAS OPERATIONS 
GULF OF MEXICO AREA

NOTICE TO LESSEES AND OPERATORS OF FEDERAL LEASES ‘
IN  THE OUTER CONTINENTAL SH EL F,  GULF OF MEXICO AREA

POLLUTION AND WASTE DISPOSAL

Th is  Or der i s  e s ta b li s h e d  p urs uan t to  th e  a u th o r i ty  p r e sc r ib e d  in  30 CFR 
250.1 1 and  in  ac co rd an ce  w it h  30 CFR 2 5 0 .4 3 . S e c ti o n  250.4 3 p ro v id e s  as 
fo ll o w s:

(a)  The  le s s e e  s h a l l  n o t p o l lu te  la nd  o r  w a te r o r  damage th e 
a q u a ti c  l i f e  o f  th e  se a  o r a ll ow  e x tr a n e o u s  m a tt e r  to  e n te r 
and damage  an y m in e ra l-  or w a te r -b ea r in g  fo rm a ti o n . The 
l e s s e e  s h a l l  d is p o se  o f  a l l  l iq u id  and n o n - l iq u id  w ast e 
m a te r ia ls  as  p re sc r ib e d  bu th e  s u p e r v is o r . A l l  s p i l l s  o r 
le akage  o f  o i l  o r w ast e  m a te r ia ls  s h a l l  be  re co rd ed  by  th e 
le s s e e  and , upon re q u e s t o f  th e  s u p e r v is o r , s h a l l  be  re p o r te d 
to  hi m . A ll  s p i l l s  o r  le akage  o f  a s u b s ta n t ia l  s i z e  or 
q u a n t i t y , as d e fi n e d  by  th e  s u p e r v is o r , and th o se  o f  any s i z e  
or  q u a n t it y  wh ich ca nnot be  im m ed ia te ly  c o n tr o ll e d  a ls o  s h a l l 
be  re p o r te d  by  th e  le s s e e  w it h o u t d e la y  to  th e  s u p e r v is o r  and 
to  th e  Coa st  Guard  and th e  Reg io nal D ir e c to r  o f  th e  F ed er al 
Water  P o ll u t io n  C on tr o l A d m in is tr a ti o n . A l l  s p i l l s  o r le a ka g e 
o f  o i l  o r w ast e  m a te r ia ls  o f  a s i z e  o r  q u a n t it y  s p e c i f i e d  by 
th e  d c s iy n e e  un der  th e  p o l lu t io n  co n ti n g e n cy  p la n  s h a l l  a ls o 
be  re p o r te d  by  th e  le s s e e  w it h o u t d e la y  to  su ch  d e s ig n e e .

(b)  I f  th e  w ate rs  o f  th e  se a  are  p o l lu te d  by  th e  d r i l l i n g  o r  p ro ­
d u c ti o n  o p e ra ti o n s  co nduct ed  by  or on b e h a l f  o f  th e  l e s s e e ,  and 
su ch  p o l lu t io n  dam ages o r  th re a te n s  to  damaoe a q u a ti c  l i f e ,  w i ld ­
l i f e ,  o r p u b l ic  o r p r iv a te  p r o p e r ty , th e  c o n tr o l and t o ta l  re mov al 
o f  th e  p o l lu t a n t , w here so eve r fo u n d , p ro x i m a te ly  r e s u l t in g  th e r e ­
from  s h a l l  be  a t th e  exp ense  o f  th e  l e s s e e .  Upon fa i l u r e  o f  th e 
l e s s e e  to  c o n tr o l and rem ove th e  p> ollut an t th e  s u p e r v i s o r , in  
co o p era ti o n  w it h  o th e r  a p p ro p r ia te  a g en c ie s  o f  th e  F ed e ra l,  S ta te  
and lo c a l g o vern m en ts , o r in  co o p era ti o n  w it h  th e  l e s s e e ,  or b o th , 
s h a l l  ha ve  th e  r ig h t  to  acc om pli sh  th e  c o n tr o l and re mov al  o f  th e 
p o l lu ta n t  in  ac co rd an ce  w it h  an y e s ta b l i s h e d  co n ti n g en cy  p la n  fo r 
co m bating o i l  s p i l l s  o r  by  o th e r  means  a t th e  c o s t o f  th e  l e s s e e . 
Su ch  a c ti o n  s h a l l  n o t r e l ie v e  th e  l e s s e e  o f  an y r e s p o n s ib i l i t y  as 
p ro v id ed  h e r e in .
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(c) The le s s e e 's  l i a b i l i t y  to  th ir d  p a r t ie s , o th e r  th an  fo r  c le an in g 
up th e p o ll u ta n t in  accorda nce w ith  su b sec ti o n  (b) ab ov e,  s h a l l 
be  go verned  by  app li cab le  law .

The op er at or  s h a ll  comply w ith  th e fo ll o w in g  re qu ir em en ts . Any dep art ure s 
fro m th e re qu ir em en ts  s p e c if ie d  in  th i s  Order  mu st be  ap prov ed  purs uant 
to  30 CFR 250 .1 2(b ).  ' •

1.  P o ll u ti on  Preve n ti o n . In  th e co nd uc t o f  a l l  o i l ,  gas  and 
su lp hur op era ti o n s,  th e oper ato r s h a ll  p re ven t p o ll u ti o n 
o f  th e w at er s o f  th e G ulf  o f  Mex ico . The oper ato r s h a ll  
comp ly w ith  th e  fo ll o w in g  p o ll u ti o n  pre ven ti on  re quir em en ts :

A.  L iq uid  D is posa l.

(1) O il in  any for m s h a ll  no t be  d is pose d o f  in to  
th e  water s o f  th e  G ulf .

(2) L iq uid  was te  m a te ri a ls  con ta in in g  su bst ances 
which may be  ha rm fu l to  a qua ti c  l i f e  or  w il d ­
l i f e ,  or  in ju r io u s  in  any  manner to  l i f e  or 
p ro p erty , sh a ll  be tr e a te d  to  avo id  d is posa l 
o f  ha rm fu l su bst ance s in to  th e  wat er s o f th e 
G ulf .

(3) D r il li n g  mud con ta in in g  o i l  s h a ll  no t be 
dis pos ed  o f  in to  th e G ulf . D r il li n g  mud co n­
ta in in g  to x ic  su bst ance s s h a l l be  n e u tr a li z e d 
p rio r  to  d is p o sa l.

B. S o li d  Waste D is posa l.

(1) D r il l c u t t in g s , sa nd, and o th er  s o li d s  con­
ta in in g  o i l  sh a ll  no t be  dis pose d o f  in to  
th e  G ulf  unle ss  th e  o i l  ha s been  rem ove d..

(2) Mud con ta in ers  and o th er s o l id  was te  m a te ri a ls  
sh a ll  be in c in cera te d  or  tr ansp ort ed  to  sh ore  
fo r  d is p o sa l.

C. Pr od uc tio n F a c i l i t i e s .

(1) A ll  pro du ct io n f a c i l i t i e s , su ch  as se p a ra to rs , 
ta n k s , tr e a te r s , and o th er eq ui pm en t,  s h a ll  be 
su ch  as ar e nec es sa ry  to  con tr o l th e  maximum 
a n ti c ip a te d  pre ss ure s and pro duct io n  o f  o i l , 
gas,  and su lp hur,  and s h a ll  be  m ai nt ai ne d a t 
a ll  tim es  in  a manner nece ss ary  to  pre ven t 
p o ll u ti o n .
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(2 ) M l  p la tf o rm s  an d s t r u c tu r e s  s h a l l  be  curb ed  and 
con n ec te d  by  d ra in s  to  a c o l l e c t in g  ta n k  o r  sump 
u n le ss  d r ip  p a n s , o r  e q u iv a le n t s , are  p la c e d  un de r 
eq u ip m en t,  from  whi ch  a p o l lu ta n t  may s p i l l  i n to  
th e  G u lf , an d p ip ed  to  a ta n k  o r sump .

(3 ) The o p e r a to r 's  p e rso n n e l s h a l l  be  th o ro u g h ly  i n s t r u c t e d , 
i n  th e  te c h n iq u es  o f  equip m en t m ain te nance  an d o p era - \ 
t io n  f o r  th e  p re v e n ti o n  o f  p o l lu t i o n . N on -o p era to r 
p ers o n n e l s h a l l  be  in fo rm ed  in  w r i t in g ,  p r io r  to  
e x e c u ti n g  c o n tr a c t s , o f  th e  o p e r a to r 's  o b l ig a t io n s  to  
p re v e n t p o l lu t i o n .

2 . In s p e c ti o n s  and R e p o r ts . The  o p e ra to r  s h a l l  co mply w it h  th e 
fo ll o w in g  p o l lu t io n  in s p e c t io n  and r e p o r t in g  r e q u ir e m e n ts :

A. P o ll u t io n  I n s p e c t io n s .

(1 ) Manned f a c i l i t i e s  s h a l l  be  in s p e c te d  d a i l y .

(2) U nat te nd ed  f a c i l i t i e s , in c lu d in g  th o se  equ ip p ed 
w it h  re m ote  c o n tr o l and m o n it o r in g  s y s te m s , 
s h a l l  be  in s p e c te d  a t  fr e q u e n t  i n t e r v a l s . The 
d i s t r i c t  e n g in e er  may p r e s c r ib e  th e  fr e q u en c y  o f 
in s p e c t io n s  f o r  th e s e  f a c i l i t i e s .

B.  P o ll u t io n  R e p o r ts .

(1)  A l l  s p i l l s  o r  le a ka g e  o f  o i l  an d l iq u i d  p o l lu ta n t s 
s h a l l  be  re cord ed  sh ow in g th e  c a u se , s i z e  o f  s p i l l ,  
an d a c ti o n  ta k e n , and th e  re co rd  s h a l l  be  m a in ta in ed 
and a v a il a b le  f o r  in s p e c t io n  by  th e  s u p e r v is o r .
A l l  s p i l l s  o r le a ka g e  o f  l e s s  th an 15 b a r r e ls  s h a l l 
be  re p o r te d  to  th e  d i s t r i c t  e n g in e er  when r e q u e s te d 
by  hi m .

(2) A l l  s p i l l s  o r  le a ka g e  o f  o i l  and l i q u i d  p o l lu ta n t s 
o f  15 to  50 b a r r e ls  s h a l l  he  re p o r te d  o r a l l y  to  th e 
d i s t r i c t  e n g in e er  w it h o u t d e la y  an d s h a l l  be co n­
fi rm e d  in  w r i t in g .

(3) A l l  s p i l l s  o r le a ka g e  o f  o i l  an d l iq u i d  p o l lu ta n t s 
o f  a s u b s ta n t ia l  s i z e  o r  q u a n t i t y , whi ch  i s  d e fi n e d  
as  more th an 50 b a r r e l s ,  an d th o se  o f  an y s i z e  o r 
q u a n t it y  whi ch  cannot be  im m ed ia te ly  c o n tr o l l e d , 
s h a l l  be  r e p o r te d  o r a l ly  w it h o u t d e la y  to  th e  su p e r­
v i s o r ,  th e  d i s t r i c t  e n g in e e r , th e  C oast  Gua rd , and 
th e  R eg io nal D ir e c to r , F ed era l h’a te r  P o ll u t io n  C on tr o l 
A d m in is tr a ti o n . A l l  o ra l r e p o r ts  s h a l l  be  con fi rm ed 
in  w r i t in g .
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(4) Op erato rs  s h a ll  n o t i fy  eac h o th er upon obse rv a ti on 
o f  equip me nt m alfunct io n  or  p o ll u ti o n  r e s u lt in g  
fro m a no th er 's  o p era ti o n .

3. Co ntr ol  and Rem ova l.

A. C orr ecti ve A cti on . Im me dia te c o rre c ti v e  ac ti on  s h a ll  be 
ta ke n in  a l l  ca se s whe re p o ll u ti o n  ha s occ urr ed . Each 
oper ato r sh a ll  have an emergency pl an  fo r  i n i t i a t i n g  
c o rre c ti v e  ac ti on  to  con tr o l and  remove  p o ll u ti o n  and 
such  pl an  sh a ll  he  f i l e d  w ith th e su p e rv is o r . C orr ecti ve 
acti on  ta ke n und er th e  pla n s h a ll  be  su b je c t to  m od if ic a ­
ti o n  when d ir e c te d  by  th e su p e rv is o r .

B. Eg uinmnnt . Stan db y p o ll u ti o n  co n tr o l eq uipm en t s h a ll  be 
m ai nt ai ne d by or  s h a ll  be  im m ed ia te ly  a va il a b le  to  eac h 
op er ato r a t a la nd  ba se  lo c a ti o n . This  eq uipm en t s h a ll  
in c lu de  co ntainm en t boo ms,  ski mm ing  appara tu s,  and 
approved  chem ica l d is p ers a n ts  and  s h a ll  be  a v a il a b le  p r io r 
to  th e commencement o f  o p e ra ti o n s . The eq uipm en t s h a ll
be  re g u la r ly  in sp ec te d  and m ai nt ai ne d in  good  cond it io n 
fo r  us e.  The eq uip me nt and  th e  lo ca ti o n  o f  la nd  ba se s 
s h a ll  be  appro ved by th e su p erv is o r . The oper ato r s h a ll  
n o t i fy  th e su p erv is o r o f  th e  lo c a ti o n  a t wh ich  su ch 
eq uip me nt i s  lo ca te d  fo r  opera ti ons co nd uc ted on or fo r 
eac h le a se . A ll  cha nge s in  lo c a ti o n  and equipm en t 
m ai nt ai ne d a t eac h lo ca ti o n  sh a ll  be  approved  by  th e 
su p erv is o r . „

Rob er t F. Evans 
Superv is or

Approved : Au gu st 28 , 1969

R uss e ll  G. Wayland  fa 
C h ie f,  Con se rv at ion D iv is io n
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OCS Ord er  No. 8 
O cto ber  30 , 1970

UNITED STATES
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
CONSERVATION DIVISION

BRANCH OF OIL AND GAS OPERATIONS ,
GULF OF MEXICO AREA

NOTICE TO LESSEES AND OPERATORS OF FEDERAL LEASES IN  THE 
OUTER CONTINENTAL SHELF, GULF OF MEXICO AREA

AlPROVAL PROCEDURE FOR INSTALLATION AND OPERATION OF PLATFORMS,
FIXED AND MOBILE STRUCTURES, AND AR TIF ICIAL  ISLANDS

. Or der i s  e s ta b l i s h e d  p u rs u a n t to  th e  a u th o r i ty  p r e sc r ib e d  in  30 CFR 
.-> .1 1 and  in  acc or da nc e w it h  30 CFR 2 5 0 .1 9 (a ) . S e c ti o n  250 .1 9 (a )■: r/ id es as  fo ll o w s :

(a) The S u p e rv is o r  i s  a u th o r iz e d  to  appro ve  th e  d e s ig n , o th e r 
f e a tu r e s ,  and p la n  o f  i n s t a l l a t i o n  o f  a l l  p la t fo r m s , f i x e d  
s t r u c tu r e s , and a r t i f i c i a l  i s la n d s  as  a c o n d it io n  o f  th e 
g ra n ti n g  o f  a r ig h t  o f  us e o r ea se m en t un de r Par ag ra ph s (a) 
and  (b)  o f  S e c ti o n  250.1 8 o r  a u th o r iz e d  under  any le a se 
is su e d  o r  m a in ta in ed  un der  th e  A c t.

■ ■■• opera to r s h a l l  be  r e sp o n s ib le  f o r  com pliance w it h  th e  re q u ir e m en ts  o f 
:s Order  in  th e  i n s t a l l a t i o n  and o p e ra ti o n  o f  a l l  p la tf o r m s , f i x e d  an d 
■ H e s t r u c tu r e s , and a r t i f i c i a l  i s l a n d s , in c lu d in g  a l l  f a c i l i t i e s  

:■'t a il e d  on a p la tf o rm  or s t r u c tu r e  w h eth er o r n o t o p e ra te d  o r  owned  by  
op era to r.  Any d e p a rtu re s  fr om  th e  re q u ir em en ts  s p e c i f i e d  in  t h i s  : :>'r must be  ap pr ov ed  pu rs u a n t to  30 CFR 2 5 0 .1 2 (b ) .

1. The fo ll o w in g  re q u ir em en ts  are  a p p li c a b le  to  a l l  p la tf o rm s 
ap pr ov ed  and i n s t a l l e d  su b seq u en t to  th e  e f f e c t i v e  d a te  
o f  t h i s  O rd er , and to  a l l  p la tf o rm s  when  s t r u c tu r a l  and 
eq ui pm en t m o d if ic a ti o n s  are  to  be made:

A.  Gen er al  D esi g n . The d e s ig n  o f  p la t fo r m s , f i x e d  
s t r u c t u r e s , and a r t i f i c i a l  i s la n d s  s h a l l  in c lu d e 
c o n s id e r a ti o n  o f  su ch  fa c to r s  as  w a te r d e p th , 
su r fa c e  and su b su r fa c e  s o i l  c o n d i t io n s , wave 
and c u rre n t fo r c e s ,  win d f o r c e s ,  t o ta l  eq uip m en t 
w e ig h t,  an d o th e r  p e r t in e n t  g e o lo g ic a l , g e o g ra p h ic a l, 
e n v ir o n m en ta l,  and o p e ra ti o n a l c o n d i t io n s .
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B. A p p li  c a t i cn . The  o p e ra to r  s h a l l  su b m it , in  d u p l i c a t e , 
th e  fo ll o w in g  to  th e  a p p ro p r ia te  D i s t r i c t  O f f ic e  fo r 
a p p ro v a l:

(1) De si cn  F e a tu re s . In fo rm a ti o n  r e l a t i v e  to
d e s ig n  fe a tu r e s  on an 8" x  10%" p l a t  o r  p l a t s  
sh ow in g th e  p la tf o r m  d im e n s io n s , p la n  an d 
tw o e le v a t i o n s , n.umber an d lo c a t io n  o f  w e ll  
s l o t s ,  and w a te r  d e p th . In  a d d i t io n , th e 
p l a t  s h a l l  in c lu d e :

(a) Ho minal s i z e  and th ic k n e s s  ra ng e 
o f  p i l i n g .

(b ) No mi na l s i z e  and th ic k n e s s  ra ng e 
o f  ja c k e t  co lum n l e g .

(c ) No mina l s i z e  and th ic k n e s s  ra ng e 
o f  de ck  co lum n le g .

(d) Des ig n p i l i n g  p e n e tr a t io n .

(e ) Maximum b e a r in g  an d la te r a l ' lo a d 
p e r  p i l e  in  to n s .

( f )  I d e n t i f i c a t i o n  da ta  whi ch  s h a l l  be  
th e  le a s e  nu mbe r,  b lo c k  nu mbe r, 
a re a , an d o p e ra to r .

(g ) The fo ll o w in g  c e r t i f i c a t i o n  s ig n e d 
and d a te d  w it h  th e  t i t l e  o f  th e 
company r e p r e s e n ta t iv e :

" O pera to r c e r t i f i e s  th a t  t h i s  
p la tf o r m  has  bee n c e r t i f i e d  by  a 
r e g is te r e d  p r o fe s s io n a l  e n g in e e r  and 
th a t  th e  s t r u c tu r e  w i l l  be  co n­
s t r u c t e d ,  o p e ra te d , and m a in ta in ed 
as  d e sc r ib e d  in  th e  a p p l ic a t io n , and 
an y ap pro ve d m o d if ic a ti o n  th e r e to . 
C e r t i f i e d  p la n s  are  on f i l e  a t

(2)  k' on -d cs  ' '’•n l e a t v r e s . In fo rm a ti o n  r e l a t i v e  t o  non 
d esig n  f e a tu r e s  in c lu d in g  th e  f o l lo w in g :

(a) Primar y use  in te n d e d , in c lu d in g  d r i l l ­
in g , p ro d u c ti o n  o f  o i l  an d g a s , su lp h u r , 
o r s a l t .



216

(b) Pe rson ne l and  per so nnel  tr a n s fe r  f a c i l ­
i t i e s  in c lu d in g  l i v in g  q u a r te rs , boa t 
la nd in gs,  and h e li p o r t .

(c)  Type o f deck, su ch  as s t e e l  or  wood, and 
whe ther  co at ed  w ith  p r o te c ti v e  m ate ri a l' .

(d) Method o f  p ro te c ti o n  fro m corr osi on .

(e)  Pro du ct io n f a c i l i t i e s  in c lu d in g  se para to rs  
t r e a te r s , st ora ge ta n k s , co m pr es so rs , li n e 
pum ps, and m et er in g d e v ic e s , excep t th a t 
when i n i t i a l l y  des ig ned  and u t i l i z e d  fo r 
d r i l l i n g , th i s  in fo rm ati on  may be  su b­
m it te d  p r io r  to  in s ta l la t io n .

( f)  S a fe ty  and p o ll u ti o n  con tr o l eq uipm en t and 
fe a tu r e s .

(g) Other in fo rm ati on  when re q u ir e d .

C. C e r ti fi e d  P la n. D et a il ed  s tr u c tu r a l p la ns c e r t i f i e d  by 
a re g is te re d  p ro fe ss io n a l en g in eer s h a ll  be  on f i l e  and 
m ai nt ai ne d by  th e  oper ato r or  h is  desi gnee .

2• Sa fe ty  and P o ll u ti o n  Co ntro l Equipment and Pro ce du re s.

A. The fo ll ow in g  re qu irem en ts  s h a ll  ap pl y to  a l l  p la tf o r m s .
Ope ra tors  o f  p la tf orm s in s ta l le d  p r io r  to  th e  e f f e c t i v e  
da te  o f  th i s  Order  sh a ll  com ply  w ith th e  re quir em en ts  o f 
subparagrap hs (1) (a) thr ou gh  ( f ) , (2 ) , and (3) w it h in  
th re e  mon ths, w ith  subparagraphs (1 ) (g) and (4) w it h in  
s i x  mo nths , and w ith subp aragraphs (5 ) , (6 ),  (7 ) , (8 ) , 
and (9) w it h in  one  year,  fro m th e  e f f e c t i v e  date  o f  th i s 
Order .

(1) The fo ll ow in g  s h u t- in  devic es s h a ll  be  in s ta l le d  
and maint ai ne d in  an opera ti ng  cond it io n  on a l l 
p re ssu ri ze d  v e sse ls  and w at er  se para tion  f a c i l i t i e s  
when such ve sse ls  and se para ti on  f a c i l i t i e s  are 
in  s e r v ic e . The oper ato r sh a ll  su bm it re co rd s to  
th e ap pr op ri at e D is t r ic t  O ff ic e  se m i- annually show ­
in g  th e p re sen t s ta tu s  and p a st h is to ry  o f  each 
de vi ce in c lu d in g  date s and d e ta i ls  o f  in s p e c ti o n , 
te s ti n g , rep a ir in g , ad ju s tm en t, and r c in s ta l la t io n .
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(a) A ll  se para to rs  s h a ll  be  eq ui pp ed  w ith 
hig h-l ow  pre ss ure  s h u t- in  se n so rs , low 
le v e l s h u t- in  c o n tr o ls , and  a r e l i e f 
va lv e . High li q u id  le v e l co n tr o l d ev ic es 
sh a ll  be  in s ta l le d  when th e v e sse l can 
di sc ha rg e to  a f l a r e .

(b) A ll  p re ss ure  su rg e ta nks  s h a ll  be  eq ui pp ed  
w ith a h ig h and low  pre ss ure  s h u t- in  se n so r , 
a hi gh  le v e l sh u t- in  c o n tr o l,  fl a r e  l i n e , 
and r e l i e f  va lv e .

(c ) Atm os ph er ic  su rg e ta nks s h a l l be  eq uipp ed 
w ith a hig h le v e l s h u t- in  se nsor.

(d) A ll  o th er hydroc arbo n handling  pre ss ure  
v e sse ls  s h a ll  be  eq uipp ed  w it h  h ig h-l ow 
pre ss ure  s h u t- in  se n so rs , h ig h-l ow  le v e l 
sh u t- in  c o n tr o ls , emd r e l i e f  v a lv e s , 
unle ss  de te rm in ed  to  be  o th erw is e  p ro te c te d .

(e)  P il o t- o p e ra te d  p re ss ure  r e l i e f  va lv es sh a ll
be  eq uipp ed  to  perm it  te s ti n g  w ith  an ex te rn a l 
pre ss ure  so urc e . Spri ng-loaded  p re ssu re  r e l i e f 
valv es s h a ll  e it h e r  be  b e n ch -t e s te d  or eq uipp ed 
to  per m it  te s t in g  w ith  an e x te rn a l p re ss ure  
so urc e. A r e l i e f  valv e s h a ll  be  s e t  no  h ig her 
than  th e  des ig ne d wo rk ing pre ss ure  o f  th e  v e s s e l. 
The hi gh  pre ss ure  s h u t- in  se nso r s h a l l be  s e t 
no h ig her than  5% be low th e  ra te d  or  de si gn ed  
workin g pre ss ure  and th e low pre ss ure  s h u t- in  
se nso r s h a ll  be s e t  no lower  than  10% be low  
th e  lo w est  p re ss ure  in  th e  opera ti ng  p re ss ure  
range on a l l  v e sse ls  w ith  a ra te d  o r des ig ne d 
wo rking pre ss ure  o f  more than  400 p s i .  On 
lower  pre ss ure  v e sse ls  th e  abo ve per ce nta ges  
s h a ll  be us ed  as g u id e li n e s  fo r  se nso r s e t ti n g s 
consi deri ng  pre ss ure  and opera ti ng  co n d it io n s 
in vo lv ed ; excep t th a t se nso r s e t t in g s  s h a l l not 
be  w it h in  5 p s i o f  th e  ra te d  or  des ig ne d wo rk­
in g  pre ss ure  or  th e lo w es t pre ss ure  in  th e 
opera ti ng  pre ss ure  ra ng e.

( f)  A ll  se nso rs  s h a ll  be  eq ui pp ed  to  perm it  t e s t ­
in g  w it h  an e x te rn a l p re ss ure  so urc e.

(g) A ll  fl a r e  li n e s  s h a ll  be  eq ui pp ed  w it h  a sc ru bb er 
or s im il a r  se para ti on  eq ui pm en t.
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(2) The fo ll ow in g  remote and lo ca l aut om at ic  s h u t- in  devic es 
sh a ll  be  in s ta l le d  and m ai nt ai ne d in  an opera ti ng  con­
d it io n  a t a l l  ti m es  when th e  a ff e c te d  w e ll  (o r w e ll s ) i s  
pr od uc in g.  The opera to r sh a ll  su bm it re co rd s to  th e 
ap pr op ri at e D is t r ic t O ff ic e  se m i- annuall y  sh ow ing th k 
pre se n t s ta tu s  and p a s t h is to r y  o f  each su ch  devi ce 
in c lu d in g  da te s and d e ta i ls  o f  in s p e c ti o n , t e s t i n g , 
re p a ir in g , ad ju st m en t,  and r e in s ta l la t io n .

(a) A ll  wel lh ea d as se m blies  s h a ll  be  eq ui pp ed 
w ith  an au to m at ic  fa i l - c lo s e  v a lv e . Autom ­
a t i c  s a fe ty  va lv es te m pora ri ly  out o f 
se rv ic e  s h a ll  be  fl agged .

(b) A ll  fl o w li n e s  fro m wel lh ea ds  sh a ll -b e 
eq uipp ed  w ith hig h-l ow  pre ss ure  se nso rs  
lo ca te d  c lo se  to  th e w ell head . The 
pre ss ure  se nso rs  s h a ll  be  s e t  to  a c ti v a te  
th e wel lh ea d va lv e  in  th e  even t o f 
abnormal p re ss ure s in  th e fl o w li n e .

(c)  A ll  he ad er s s h a ll  be eq uipp ed  w it h  ch ec k 
va lv es on th e  in d iv id u a l fl o w li n e s . The 
fl o w li n e  and va lv es fro m eac h w ell  lo ca te d 
up str ea m o f ,  and in c lu d in g , th e  he ad er 
va lv es s h a ll  w it h st and  th e  s h u t- in  pre ss ure  
o f  th a t w e ll , un le ss  p ro te c te d  by  a r e l i e f 
valv e w ith  conn ec tion s to  by pa ss  th e  hea de r.
I f  th ere  i s  an in l e t  va lv e to  a se p a ra to r , 
th e  v a lv e , fl o w li n e , and a l l  eq uipm en t up­
st re am  o f  th e va lv e s h a ll  a ls o  w it hst and 
s h u t- in  w el lh ea d p re s su re , un le ss p ro te c te d 
by  a r e l i e f  va lv e  w ith  co nnec tions to  by pa ss 
th e  hea de r.

(d) A ll  pn eu mat ic  s h u t- in  con tr o l li n e s  s h a ll  be 
eq uipp ed  w ith  fu s ib le  m ate ri a l a t s t r a te g ic 
p o in ts .

(e)  Remote s h u t- in  co n tr o ls  s h a ll  be  lo ca te d  on 
th e h e li c o p te r  de ck  and a l l  e x i t  st a ir w ay 
la nd in gs,  in c lu d in g  a t le a s t one  on eac h 
boat  la ndin g. These  co n tr o ls  s h a l l be  q u ic k­
op en ing va lv e s.
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( f )  A l l  p re ss u re  se n so rs  s h a l l  be  t e s t e d  f o r  
pro p er p re ss u re  s e t t i n g s  m onth ly  f o r  a t 
l e a s t  fo u r  m onth s.  A t su ch ti m e  as  th e 
m onth ly  r e s u l t s  are  c o n s i s t e n t , a q u a r te r ly  
t e s t  s h a l l  be  re q u ir e d  f o r  a t  l e a s t  on e
y e a r . I f  th e s e  r e s u l t s  are  c o n s i s t e n t , a , 
lo n g er  p e r io d  o f  ti m e  bet w ee n t e s t i n g  may 
th en  be  ap pro ve d by  th e  S u p e r v is o r . In  
th e  e v e n t an y t e s t i n g  se quence  r e v e a ls  
i n c o n s is te n t  r e s u l t s ,  th e  m onth ly  t e s t i n g  
se quence  s h a l l  be  r e i n s t i t u t e d . R e s u lt s 
o f  a l l  t e s t s  s h a l l  be  re cord ed  an d m a in ta in ed 
in  th e  f i e l d .

(g)  A l l  a u to m a ti c  w e ll h ea d  s a f e ty  v a lv e s  s h a l l 
be t e s te d  f o r  o p e ra ti o n  w e ek ly . A l l  au tom­
a t i c  w e ll h ea d  s a f e ty  v a lv e s  s h a l l  be  t e s t e d  
f o r  h o ld in g  p re ssu re  m o n th ly . I f  th e s e 
r e s u l t s  are  c o n s i s t e n t , a lo n g e r  p e r io d  o f 
ti m e  betw een  p re ss u re  t e s t s ,  n o t t o  exceed 
q u a r te r ly , may th en  be  ap pro ve d by  th e 
S u p e r v is o r . In  th e  e v e n t th a t  any p re ss u re 
t e s t i n g  se q u e n ce , e xc ee d in g  m o n th ly , r e v e a ls  
in c o n s is te n t  r e s u l t s ,  th e  m onth ly  t e s t i n g  
se quence  s h a l l  be  r e i n s t i t u t e d . R e s u l t s  o f 
a l l  t e s t s  s h a l l  be  reco rd ed  and m a in ta in ed 
in  th e  f i e l d .

(h ) Check  v a lv e s  s h a l l  be  t e s t e d  f o r  h o ld in g 
p re ssu re  m onth ly  fo r  a t l e a s t  fo u r  m onth s.
A t su ch  ti m e  as  th e  m onth ly  r e s u l t s  ar e 
s a t i s f a c t o r y , a q u a r te r ly  t e s t  s h a l l  be 
re q u ir e d  f o r  a t l e a s t  on e y ea r . I f  th e s e 
r e s u l t s  are  c o n s i s t e n t ,  a lo n g er  p e r io d  o f 
ti m e  bet w ee n t e s t i n g  may th en  be  appro ve d by 
th e  S u p e rv is o r . In  th e  e v e n t an y t e s t i n g  
se quence  r e v e a ls  i n c o n s is te n t  r e s u l t s ,  th e 
m onth ly  t e s t i n g  se quence  s h a l l  b<= r e i n s t i t u t e d  
R e s u lt s  o f  a l l  t e s t s  s h a l l  be  reco rd ed  and 
m a in ta in ed  in  th e  f i e l d .

( i )  A com ple te  t e s t i n g  and in s p e c t io n  o f  th e 
s a f e ty  sy s te m  s h a l l  be  w it n e s s e d  by G eo lo g ic a l 
Surv ey r e p r e s e n ta t iv e s  a t  th e  ti m e  p ro d u c ti o n 
i s  comm enc ed.  T h e r e a f te r , th e  o p e ra to r  s h a l l 
arr ange f o r  a t e s t  e ve ry  s i x  m onth s.  The  t e s t 
sh ; i l  be  conducte d  when i t  can be  w it n e s s e d  by  
G eo lo g ic a l Surv ey  r e p r e s e n ta t i v e s .

35-650 0  - 74 - 15
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( j)  A st anda rd  pr oc ed ur e fo r  te s ti n g  o f  s a fe ty  
eq uip me nt sh a ll  be pr ep ar ed  and post ed  in  
a pr om inen t p la ce on th e  p la tf o rm .

(3) Cu rbs , g u tt e r s , and dra in s s h a ll  be  co n st ru c te d  in  a l l  
de ck  ar ea s in  a manner nec es sa ry  to  c o l le c t  a l l  con­
ta m in ants , un le ss  d ri p  pan s or e q u iv a le n t ar e pla ce d / 
under equipm en t and p ip ed  to  a sump wh ich  w i l l  
au to m ati ca ll y  m ai nt ai n th e  o i l  a t a le v e l s u f f i c i e n t  
to  pre ven t dis ch ar ge  o f  o i l  in to  th e  G ulf  w a te rs . 
A lt e rn a te  methods to  ob ta in  th e same r e s u l ts  w i l l  be 
accep ta b le . These  sy st em s s h a ll  no t perm it  s p i l l e d  
o i l  to  fl ow  in to  th e w el lh ea d ar ea .

(4) An a u x il ia ry  e le c tr ic a l  pow er su pp ly  s h a ll  be in s ta l le d  
to  pr ov id e em erg enc y power ca pa ble o f  o p era ti ng  a l l  
e le c tr ic a l equipm en t re qu ir ed  to  m ai nta in  s a fe ty  o f  
op er ation  in  th e  even t th e  pr im ar y e le c tr i c a l  pow er 
su pply  f a i l s .

(5) The fo ll ow in g  re qu ir em en ts  sh a ll  ap pl y to  th e handling  
and d is posa l o f  a l l  prod uc ed  was te  w ate r di sc ha rg ed  
in to  th e  G ulf  o f  Mex ico . The d is posa l o f  was te  w at er  
o th er than  in to  th e  G ulf  w at er s sh a ll  ha ve  th e  meth od 
and lo ca ti o n  appro ved by  th e Superv is o r.

(a) Water di sc harg ed  s h a ll  not c re a te  con­
d it io n s  which w i l l  advers e ly  a f f e c t  th e  
p u b li c  h ea lt h  or th e use o f  th e  w ate rs  
fo r  th e  pr op ag at io n o f  aqua ti c  l i f e ,  
re c re a ti o n , n a v ig a ti o n , or  o th e r  l e g i t i ­
mate use s.

(b) Waste w at er  d is posa l sy st em s s h a ll  be  
de sign ed  and m ai nta in ed  to  redu ce  th e  
o i l  con te n t o f  th e d is pose d w ate r to  an 
av erag e o f  n o t more than  f i f t y  ppm. An 
e f f lu e n t  sa mpl in g s ta ti o n  s h a ll  be  lo ca te d  
a t a p o in t p r io r  to  dis ch arg e in to  th e  
re c e iv in g  w at er s whe re a re p re se n ta ti v e

. samp le o f  th e tr e a te d  e f f lu e n t  can  be  
ob ta in ed . On one day each month fo u r  
e f f lu e n t  sa mples  sh a ll  be  ta ke n w it h in  a 
24 -hou r peri od  and dete rm in a ti ons s h a ll  
be  made on th e  te m per atu re , su sp en de d  
s o l id s ,  s e t t l e a h le  s o l id s , pH, to ta l  o i l  
c o n te n t,  and volu me o f  samp le o b ta in e d .
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M l  sa m ple s s h a l l  be  ta ken  and a l l  a n a ly se s 
f o r  o i l  c o n te n t s h a l l  be  p erf o rm ed  i n  acco rd ­
an ce  w it h  th e  Amer ican  S o c ie ty  fo r  T e s t in g  and 
M a te r ia ls  t e s t  D1340, "O il y  M a tt e r  i n  I n d u s t r ia l 
Waste  W ate r" . The  S u p e rv is o r  may appro ve  d i f ­
f e r e n t  met ho ds  f o r  d e te rm in a ti o n  o f  o i l  c o n tc h t 
i f  th e  met ho d to  be  use d i s  in d ic a te d  to  be 
r e l i a b l e . No e f f l u e n t  c o n ta in in g  i n  e x c e s s  o f 
on e hundre d ppm o f  t o t a l  o i l  c o n te n t s h a l l  be  
d is ch a rg ed  i n to  th e  G u lf  o f  M ex ic o . A w r i t te n  
r e p o r t o f  th e  r e s u l t s  s h a l l  be  fu r n is h e d  to  
th e  R eg io na l O f f ic e  a n n u a ll y . The re p o r t s h a l l 
c o n ta in  d a te s , ti m e  an d lo c a t io n  o f  sa m p le , 
vo lu m es  o f  w ast e  d is c h a rg e  on th e  d a te  o f  sa m pl­
in g  i n  b a r r e ls  p e r  d a y , an d th e  r e s u l t s  o f  th e 
s p e c i f i c  a n a ly s is  and p h y s ic a l  o b s e r v a t io n s .

(6) A f i r e f i g h t i n g  sy s te m  s h a l l  be  i n s t a l l e d  an d m a in ta in ed 
in  an o p e ra ti n g  c o n d it io n  in  acc ord ance  w it h  th e 
fo ll o w in g :

(a) A f i x e d  a u to m a ti c  w a te r sp ra y  s y s te m  s h a l l  be 
i n s t a l l e d  in  a l l  in a d e q u a te ly  v e n t i la t e d  w e l l ­
he ad  are as as  th e s e  are as a re  d e fi n e d  in  
Pa ra gr ap h 9 AP I RP 500A . Thes e sy s te m s  s h a l l 
be i n s t a l l e d  in  acc ord ance  w it h  th e  mos t 
c u r re n t e d i t io n  o f  N a ti o n a l F ir e  P r o te c ti o n  
A s s o c ia t io n 's  Pam ph le t No.  15.

(b) A f i r e w a te r  sy s te m  o f  r i g i d  p ip e  w it h  f i r e  
h ose  s t a t i o n s  s h a l l  be  i n s t a l l e d  an d may 
in c lu d e  a f i x e d  w a te r  sp ra y  sy s te m . Su ch  a 
sy s te m  s h a l l  be  i n s t a l l e d  i n  a ma nn er  n ec ­
e ssa ry  to  p ro v id e  need ed p r o te c t io n  in  are as 
wh er e p ro d u c ti o n  h a n d li n g  equ ip m en t i s  
lo c a te d . A f i r e f i g h t i n g  s y s te m  u s in g  ch em i­
c a ls  may be  c o n s id e re d  fo r  i n s t a l l a t i o n  in  
c e r ta in  p la tf o rm  a re as in  l i e u  o f  a f i r e ­
w a te r sy s te m  in  t h a t  a re a , i f  d e te rm in e d  to  
p ro v id e  e q u iv a le n t  f i r e  p r o te c t io n  c o n tr o l .

(c ) Pumps f o r  th e  f i r e w a te r  sy s te m s  s h a l l  be 
in s p e c te d  and te s t - o p e r a te d  w e e k ly . A re co rd 
o f  th e  t e s t s  s h a l l  be m a in ta in ed  in  th e  f i e l d  
and s u b m it te d  se m i- a n n u a ll y  to  th e  a p p ro p r ia te  
D is t r i c t  O f f ic e .  An a l te r n a te  f u e l  o r po wer 
so u rce  s h a l l  be  i n s t a l l e d  to  p ro v id e  c o n ti n u e d 
pump o p e ra ti o n  d u rin q  p la tf o rm  sh utd ow n u n le s s 
an a l te r n a te  f i r e f i g h t i n g  sy s te m  i s  p ro v id e d .
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• (d) P or ta ble  f i r e  e x ti n g u is h e rs  s h a ll  be  lo ca te d 
in  th e l i v in g  quart ers  and in  o th er  s t r a te g ic  
are as.

(e)  A dia gram  o f  th e f i r e f ig h t in g  sy st em  sho wing 
th e lo ca ti o n  o f  a l l  eq uipm en t s h a ll  be  post ed 
in  a pr om inen t p la ce  on th e  p la tf o rm  and a 
copy su bm it te d  to  th e appro pri a te  D is t r ic t  t O ff ic e . ,

(7) An au to m at ic  gas d e te c to r  and ala rm  sy st em  s h a ll  be 
in s ta l le d  and m ai nt ai ne d in  an opera ti ng  co n d it io n  in  ■ 
accorda nce w ith th e  fo ll ow in g:

(a) Gas d e te c ti o n  sy st em s s h a ll  be  in s ta l le d  in  
a l l  encl ose d ar ea s con ta in in g  gas  handli ng 
f a c i l i t i e s  or eq uipm en t and in  o th er encl ose d 
ar ea s wh ich  ar e c la s s i f ie d  as  ha za rd ou s ar ea s 
as de fi n ed  in  API PP 500 and th e mo st curr en t 
e d it io n  o f  th e  N ational E le c tr ic  Code.

(b) A ll  gas d e te c ti o n  sy st em s s h a ll  be  ca pa bl e o f 
conti nuousl y  m oni to ri ng  fo r  th e  pre se nce  o f 
co m bu st ib le  gas in  th e  ar ea s in  wh ich  th e 
d e te c ti o n  devic es ar e lo ca te d .

(c)  The cen tr a l con tr o l sh a ll  be  ca pa ble o f  g iv in g 
an ala rm  a t some p o in t be low  th e  lo wer  exp lo s iv e 
l im i t  o f  1.3% as  shown in  th e  Bur eau  o f  Nines 
B u ll e ti n  No. 503. Thi s low  le v e l s h a l l be  fo r 
ala rm pu rp os es  o n ly .

(d) A hi gh  le v e l s e t t i n g  o f  not more th an  4.9% 
sh a ll  be  used  fo r  sh u t- in  se qu en ce s and th e 
oper ation  o f em erg enc y eq ui pm en t.

(e) An ap p li ca ti o n  fo r  th e in s ta l la t io n  and main­
tena nc e o f  any  gas d e te c ti o n  sy st em  s h a ll  be 
f i l e d  w ith  th e  appro pri a te  D is t r ic t  O ff ic e  fo r 
approval' . The a p p li ca ti o n  s h a ll  in c lu d e  th e 
fo ll ow in g:

( i)  Ty pe , lo c a ti o n , an d number o f  d e te c ti o n 
or  sa m pl in g he ad s.

( i i )  C ycli ng , noncyc li ng , and fr eq ue ncy  
in fo rm a ti o n .

(H i)  Type and k in d  o f  ala rm  in c lu d in g  eme r­
gency eq uipm en t to  be  a c ti v a te d .
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(i v )  Method us ed  fo r  d e te c ti o n  o f  combus­
t ib le  ga s.

(v ) Method and fr eq ue nc y o f  c a li b r a ti o n .
• /

(v i)  A dia gram  o f  th e gas d e te c ti o n  sy st em .

( v i i )  Other  p e r ti n e n t in fo rm a ti o n .

( f)  A diagra m o f  th e  gas  d e te c ti o n  sy st em  sh ew ing 
th e lo c a ti o n  o f  a l l  gas  d e te c ti o n  p o in ts  s h a ll  
be post ed  in  a pr om inen t p la ce  on th e  p la tf o rm .

(8) The fo ll o w in g  re qu ir em en ts  s h a ll  be  ap p li ca b le  to  a l l  
e le c tr ic a l eq uipm en t and sy st em s in s ta l le d :  •

(a) A ll  en gin es  s h a ll  be  eq uipp ed  w it h  low- 
te n s ic n  ig n i ti o n  sy st em s co n ta in in g  r ig id  
co nn ec tions  and sh ie ld e d  w ir in g  which  s h a ll  
pre ven t th e re le a se  o f  s u f f i c i e n t  e le c tr i c a l  
en er gy  under normal or  abnormal co n d it io n s to  
ca us e ig n i ti o n  o f  a co m bu st ib le  m ix tu re .

(b) A ll  e le c tr ic a l  g en era to rs , m oto rs , and l i g h t ­
in g  sy st em s s h a ll  be  in s ta l l e d , p ro te c te d , and  
m ai nt ai ne d in  acco rdan ce  w ith  th e  mo st curr en t 
e d it io n  o f  th e  N at io na l E le c tr ic  Code and
API RP 500A and B, as ap p ro p r ia te .

(c ) Na rin e-armo red ca ble  or m eta l- c la d  ca ble  may 
be  s u b s ti tu te d  fo r  wire in  conduit  in  any  ar ea .

(9) Sewage d is posa l sy st em s s h a ll  be in s ta l le d  and us ed  in  
a l l  ca se s where  sewage i s  di sc harg ed  in to  th e  G ulf  o f  
Mexico. Sewage  i s  d e fi ned  as human body w ast es  and th e  
was te s from t o i l e t s  and o th er re c e p ta c le s  in te nded  to  
re ce iv e  or  re ta in  bod y w ast es.  Fol lo win g sew age  
tr ea tm en t, th e  e f f lu e n t  s h a ll  conta in  50 ppm or  le s s  
o f  bi oc he m ic al  oxy gen  demand (BOD), 150 ppm or  le s s
o f  susp en de d s o l id s ,  and s h a ll  have a minimum ch lo r in e  
re s id ua l o f  1 .0  m g /l i te r  a f t e r  a minimum re te n ti o n  
tim e o f  f i f t e e n  m in ute s.



B. The re qu irem en ts  o f  subp ar ag ra ph s 2 .A (3 ) , (4 ) , (0 ) , 
and (9) sh a ll  ap pl y to  a l l  Mob ile  d r i l l in g  s tr u c tu r e  
used  to  cond uc t d r i l l in g  or wo rkov er  opera ti ons on 
Fe deral  le a ses in  th e G ulf  o f  Me xic o.

Ro be rt  F. Evans 
Superv is or

•r o v ed : O c to b er 3 0 , 19 70

! ■ )  /

• • •■e ll G. W a yla n d  <'
Co ns erva tio n D iv is io n
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OCS Ord er  No. 9 
O cto ber  3 0 , 197 0

UNITED STATES
DF.rARTNENT OF THE INTERIOR 

GEOLOCICAL SURVEY 
CONSERVATION DIVISIO N 

BRANCH OF OIL AND GAS OPERATIONS 
GULF OF MEXICO AREA

NOTICE TO LESSEES AND OPERATORS OF FEDERAL OIL AND GAS LEASES 
IN  THE OUTER CONTINENTAL SHELF, GULF OF IIEXICO AREA

APPROVAL PROCEDURE FOR OIL AND GAS PIPELINES

T his  Ord er  i s  e s ta b l i s h e d  p u rs u a n t to  th e  a u th o r i ty  p r e s c r ib e d  in  30 CFR 
25 0. 11  and in  acc or da nc e w it h  30 CFR 25 0.1 9 ( b ) . S e c ti o n  250 .1 9 (b ) 
p ro v id es  as  fo ll o w s :

(b) The  S u p e rv is o r  i s  a u th o r iz e d  to  appr ov e th e  d e s ig n , o th e r 
f e a tu r e s , and p la n  o f  i n s t a l l a t i o n  o f  a l l  p ip e l in e s  fo r 
whi ch  a r ig h t  o f  us e o r  ea se m en t has bee n g ra n te d  un de r 
Pa ragrap h (c ) o f  S e c ti o n  250.1 8 or a u th o r iz e d  under  any 
le a s e  i s s u e d  o r  m a in ta in ed  un de r th e  A c t , in c lu d in g  th o se 
p o r ti o n s  o f  su ch  l in e s  whi ch  e x te n d  o n to  o r  tr a v e r s e  a re as 
o th e r  th an th e  Out er  C o n ti n e n ta l S h e l f .

The  o p e ra to r  s h a l l  co mply w it h  th e  fo ll o w in g  re q u ir e m e n ts . Any d e p a r tu re s 
from  th e  re q u ir em en ts  s p e c i f i e d  in  t h i s  Ord er  mus t be  ap pro ve d p u rsu a n t to 
30 CFR 2 5 0 .1 2 (b ) .

1 . Gen er al  D esi g n . A l l  p ip e l in e s  s h a l l  be d e s ig n ed  an d m a in ta in e d 
in  acc or da nc e w it h  th e  fo ll o w in g :

A.  The o p era to r  s h a l l  be  r e s p o n s ib le  f o r  th e  i n s t a l l a t i o n  
o f  th e  fo ll o w in g  c o n tr o l d e v ic e s  on a l l  o i l  an d ga s 
p ip e l in e s  con n ec te d  to  a p la tf o r m  in c lu d in g  p ip e l i n e s 
whi ch  are  n o t o p era te d  o r  owned  by  th e  o p e ra to r .
O per ato rs  o f  p la tf o rm s  i n s t a l l e d  p r io r  to  th e  e f f e c t i v e  
d a te  o f  t h i s  Ord er  s h a l l  co mply w it h  th e  re q u ir e m en ts  
o f  su bpa ra gra phs (1)  and (2) w i th in  s i x  mon ths o f  th e 
e f f e c t i v e  d a te  o f  t h i s  O rd er . The  o p e ra to r  s h a l l 
su b m it  re co rd s se m i- a n n u a ll y  sh ew in g  th e  p r e s e n t s t a tu s  
and p a s t h i s to r y  o f  ea ch  d e v ic e , in c lu d in g  d a te s  and 
d e ta i l s  o f  i n s p e c t io n , t e s t i n g ,  r e p a ir in g , a d ju s tm e n t, 
an d r e i n s t a l l a t i o n .

(1) A ll  o i l  and ga s p ip e l in e s  le a v in g  a p la tf o r m  
r e c e iv in g  p ro d u c ti o n  fr om  th e  p la tf o r m  s h a l l 
be eq u ip ped  w it h  a h ig h -lo w  p re s s u re  s e n so r 
to  d i r e c t l y  o r  i n d i r e c t l y  s h u t - i n  th e  w e ll s 
on th e  p la tf o r m .



(2) (a) A ll  o i l  and gas  p ip e li n e s  d e li v e r in g  pr od uc ­
ti o n  to  pro duct io n f a c i l i t i e s  on a p la tf o rm  
s h a ll  be  eq uipp ed  w ith  an au to m atic s h u t- in  
valv e co nn ec te d to  th e  p la tf o r m 's  auto m at ic  
and  rem ote  s h u t- in  sy st em .

J
(b)  A ll  o i l  and grs  p ip e li n e s  com ing  ont o a p la t ­

for m s h a ll  be  eq uipp ed  w it h  a ch ec k va lv e  to  
av oid  back flow .

(c)  Any o i l  or  gas p ip e li n e s  cro ssi ng  a p la tf o rm  
which  do no t d e li v e r  pro duct io n to  th e  p la t ­
fo rm , but which  may or  may not rece iv e  pro ­
duct io n  fro m th e  p la tf o rm , s h a ll  be  eq uipp ed  
w ith  hi gh -low  pre ss ure  se nso rs  to  a c ti v a te  an 
au to m at ic  s h u t- in  valv e to  be  lo ca te d  in  th e  
upstr eam p o rt io n  o f  th e  p ip e li n e  a t th e  p la t ­
fo rm . Th is  au to m atic sh u t- in  va lv e s h a ll  be  
co nn ec ted to  e it h e r  th e  p la tf o rm  aut om at ic  
and rem ote  s h u t- in  sy st em  or  to  an in de pe nd en t 
rem ote  sh u t- in  sy st em .

(d) A ll  p ip e li n e  pumps s h a ll  be  eq uipp ed  w it h  h ig h - 
low pre ss ure  s h u t- in  d e v ic e s .

A ll  p ip e li n e s  sh a ll  be p ro te c te d  fro m lo s s  o f  metal  by  
co rr os io n th a t would  en danger  th e s tr e n g th  and s a fe ty  o f  
th e  li n e s  e it h e r  by  pro vid in g  e x tr a  metal  fo r  co rr osi on  
al lo wan ce , or  by  some means o f  p re ven ti n g  lo s s  o f  metal  
such  as p ro te c ti v e  coatings or ca th od ic  p ro te c ti o n .

A ll  p ip e li n e s  sh a ll  be in s ta l le d  and m ai nt ai ne d to  be  
co m pa tib le  w ith  tr aw ling oper a ti ons and o th er  use s.

A ll  p ip e li n e s  sh a ll  be h y d ro s ta ti c a ll y  te s te d  to  1. 25  
tim es  th e de sign ed  workin g pre ss ure  fo r  a minimum o f  
2 ho ur s p r io r  to  p la cin g  th e  l in e  in  s e r v ic e .

A ll  p ip e li n e s  sh a ll  be m ai nt ai ne d in  good  opera ti ng  con­
d it io n  a t a l l  times  and in sp ec te d  mon th ly fo r  in d ic a ti o n  
o f  leak ag e us in g a ir c r a f t , f lo a ti n g  eq ui pm en t, or  o th er  
meth ods. Records  o f  th ese  in sp e c ti o n s  in c lu d in g  th e  d a te , 
metho ds , and r e s u lt s  o f  eac h in sp e c ti o n  s h a ll  be  m ai nt ai ne d 
by  th e  p ip e li n e  op er ato r and su bm it te d  ann ua lly by  A p r il  1.  
The p ip e li n e  op er at or  s h a ll  su bm it re co rd s in d ic a ti n g  th e 
ca use , e f f e c t ,  and re m ed ia l ac ti on  ta ke n re ga rd in g a l l  p ip e 
l in e  le aks w it h in  one week  fo ll o w in g  each such  oc cu rr en ce .
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F. A ll  p ip e li n e s  sh a ll  be  des ig ne d to  be  p ro te c te d  aga in st 
water  c u rre n ts , stor m  sco u r in g , s o f t  bo tt om s,  and  o th er 
en viro r.m en ta i fa c to r s .

2.  App l i c a ti o n . The oper ato r s h a ll  su bm it in  d u p li c a te  th e  fo ll o w in g 
to  th e  Superv is or fo r  ap pr ov al : ,

A. Drawing on 8" x 10’:" p la t or  p la ts  sh ow ing th e  ma jor 
fe a tu re s  and o th er p e r ti n e n t da ta  in c lu d in g : (1)  w at er 
dep th , (2) ro u te , (3) lo c a ti o n , (4) le n g th , (5) connec t­
in g  f a c i l i t i e s , (6) s i z e ,  and (7) b u r ia l dep th , i f  
bu ri ed .

B. A sc he m atic draw ing  show ing  th e  fo ll o w in g  p ip e li n e  s a fe ty  
equipm en t and th e manner in  wh ich  th e  eq uipm en t fu n c t io n s :
(1) hi gh -l ow  pre ss ure  se n so rs , (2) au to m at ic  s h u t- in  
v a lv e s , and (3) check v a lv e s .

C. General in fo rm ati on  co nc er ni ng  th e  p ip e li n e  in c lu d in g  th e 
fo ll ow in g:

(1) Pr od uc t or  pro duct s to  be  tr ansp ort ed  by  th e 
p ip e l in e .

(2) S iz e , w eig h t,  and gra de  o f  th e  p ip e .

(3) Le ng th o f  li n e .

(4) Maximum wat er  dep th .

(5) Type  or  ty pes o f  corr osi on p ro te c ti o n . .

(6) D es cri p tion  o f  p r o te c ti v e  co a ti n g .

(7) Bu lk s p e c i f i c  g ra v it y  o f  l in e  (w ith th e  l in e  em pty ).

(8) A n ti c ip a te d  g ra v it y  or  d e n s it y  o f  th e  pro duct  or 
p ro d u c ts .

(9) De sig n wo rk ing pre ss ure  and c a p a c it y .

(10) Maximum wor kin g pre ssu re  and cap a c it y .

(11) H ydro st a ti c  p re ssu re  and ho ld  time to  wh ich  th e 
li n e  w il l be  te s te d  a f t e r  in s ta l la t io n .

(12) S iz e  and lo c a ti o n  o f  pumps and pr im e mov ers.

(13) Any o th er  p e r ti n e n t in fo rm ati on  as th e  Superv is or 
may p re sc r ib e .



3. C om pl et io n Rep o r t . The  o p e ra to r  s h a l l  n o t i f y  th e  S u p e rv is o r  when 
i n s t a l l a t i o n  o f  th e  p ip e l in e  i s  com ple te d  an d su b m it  a dra w in g on 
8" x 10%" p l a t s  sh ew in g th e  lo c a t io n  o f  th e  l i n e  as i n s t a l l e d , 
ac co mpa nied  by a l l  h y d r o s ta t ic  t e s t  da ta  in c lu d in g  p ro c e d u re , 
t e s t  p r e s s u r e , h o ld  t im e , en d r e s u l t s .

R obert  F.  Ev ans 
S u p e rv is o r

App ro ve d:  O ct ober  30 , 1970

R u sse ll  G. Wa yla nd (J
C h ie f,  C o nse rv a ti on  D iv is io n
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OCS Ord er  No . 12 
A ugust  1 3 , 1971

UNITED STATES
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 
CONSERVATION DIVISION 

BRANCH OF OIL AND GAS OPERATIONS 
GULF OF MEXICO AREA

-nTTCE TO LESSEES AND OPERATORS OF FFDERAL LEASES IN  THE
OUTER CO NTINE NTAL SH EL F,  GULF OF MEX ICO AREA

PUBLIC INSPECTION OF RECOUPS

in te ri m  Or der i s  e s ta b li s h e d  purs uan t to  th e  a u th o r i ty  p r e sc r ib e d  in 
E T 'O .l l and  in  acco rd ance  w it h  30 CFR 250.9 7 an d 43 CFR 2 .2 . S e c ti o n  
7 o f  30 CFR p ro v id es  as fo ll o w s :

■::hJic  In s p e c ti o n  o f  Rec ord s .  G eo lo g ic a l an d g e o p h ys ic a l .
: a ti- r p r e ta t io n s , ma ps , and data  re q u ir e d  to  be su b m it te d 
und er th is  p a r t s h a l l  n o t be  a v a il a b le  f o r  p u b l ic  in s p e c t io n  
witho ut  th e  c o n sen t o f  th e  le s se e  so  lo n g  a s th e  le a s e  re m ain s 
in  e f f e c t  o r u n t i l  su ch  ti m e  as  th e  s u p e r v is o r  d e te rm in es 
•:hat re le a se  o f  su ch  in fo rm a ti o n  i s  r e q u ir e d  an d n ecessa ry 
:e i th e  pro per  deve lo pm en t o f  th e  f i e l d  or a re a , 

cn 2 .2  o f  43 CFR p ro v id e s  in  p a r t as fo ll o w s :

('■'t e rm in a ti on s  as t o A v a i la b i l i tu  o f  R eco rd s. (a) S e c ti o n 
:>2 o f  T i t l e  5 , U .S . Co de , as ame nded by  P u b li c  Law 90 -2 3 

(t he  a c t c o d if y in g  th e  "P u b li c  In fo rm a ti o n  A c t" )  r e q u ir e s
t i . i t  i d e n t i f i a b l e  age nc y reco rd s be  made  a v a il a b le  f o r 
in sp e c ti o n . S u b se c ti o n  (b )^  o f  s e c t io n  552 exe m pts  s e v e r a l 
ca te g o rie s  o f  re co rd s from  th e  gener a l re q u ir em en t b u t does  
no t re q u ir e  th e  w it h h o ld in g  from  in s p e c t io n  o f  a l l  reco rd s 
wh ich  may f a l l  w it h in  th e  c a te g o r ie s  exe m pte d . A c c o rd in g ly ,
: a re q u est  made o f  a f i e l d  o f f i c e  to  in s p e c t  a re c o rd  s h a l l 
! e den ie d u n le s s  th e  he ad  o f  th e  o f f i c e  o r  su ch h ig h e r  f i e l d  
a u th o r it y  as th e  he ad  o f  th e  bu re au  may d e s ig n a te  s h a l l 
.'•■term ine (1)  th a t th e  re co rd  f a l l s  w i th in  on e o r  more o f

• c ti o n  (b) o f  s e c t io n  552 p ro v id es  th a t:
■i:s s e c ti o n  does  n o t a p p ly  to  m a tt e r s  th a t  a re —

•rud e s e c r e ts  and co mmer ci al  o r  f in a n c ia l  in fo rm a ti o n  o b ta in e d 
1 ; 'r::on and p r iv i le g e d  o r  c o n f id e n t ia l ;

• '’l o g ic a l and g eo p h ys ic a l in fo rm a ti o n  an d d a ta , in c lu d in g  ma ps , 
■ ng w e ll s .



th e  ca te g o rie s exem pte d and (2) e it h e r  th a t d is c lo su re  i s  
p ro h ib it ed  by s ta tu te  or E xec uti ve  Order or th a t sou nd  
gro unds  e x i s t  which re q u ir e  th e in voca ti on  o f  th e  ex em pt io n.
A re quest  to  in sp e c t a re co rd  lo ca te d  in  th e  he ad quart er s 
o f f i c e  or a bur eau  s h a ll  not be de ni ed  excep t on th e  b a sis  

. o f  a s im il a r  dete rm in ati on  made by th e  head  o f  th e  burea u 
or  h is  d esi gnee , and a re quest  made to  in sp e c t a re co rd  
lo ca te d  in  a ma jor  org an iz a ti ona l u n it  o f  th e  O ff ic e  o f  /
th e  S ecre ta ry  s h a ll  no t be  de ni ed  excep t on th e  b a sis  o f  
a s im il a r  det erm in ati on  by th e  hea d o f  th a t u n it . O ff ic e rs  
and em plo yees  o f  th e  De partm ent  sh a ll  be gu ided  by th e 
"A tt orn ey  G ener al' s Memorandum on th e P ubli c  In fo rm ation  
Sec ti o n  o f  th e  A d m in is tr a ti ve  Pr ocedure Act " o f  Ju ne  196 7.

(b) An ap p li ca n t may ap pe al  from a dete rm in ati on  th a t a 
re co rd  i s  no t a v a il a b le  fo r  in sp ec ti o n  to  th e  S o l i c i to r  o f  
th e  Depar tme nt o f  th e  In te r io r , who may e x e rc is e  a l l  o f  th e 
a u th o r it y  o f  th e  S ecre ta ry  o f  th e  In te r io r  in  th i s  re ga rd ,
The Deputy S o l ic i to r  may dec id e such  ap pea ls  and may exer­
c is e  a l l  o f  th e a u th o r it y  o f  th e S ecre ta ry  in  th i s  re gard .

The op er ato r sh a ll  com ply  w it h  th e  re qu ir em en ts  o f  th i s  Order . Any de pa r­
tu res  fro m th e  re qu ir em en ts  s p e c if ie d  in  th i s  Order  s h a ll  be  su b je c t to  
ap pr ov al  pu rs ua nt  to  30 CFR 250 .1 2 (b ).

1• A v a il a b il it y  o f  Re cords F il ed  on or  a f t e r  December 1 , 1970 . I t  
has been  de term in ed  th a t c e r ta in  re co rd s p e r ta in in g  to  le a se s  and w e ll s  in  
th e Outer  C ontinen ta l S h e lf  and su bm it te d  under 30 CFR 250 sh a ll  be  made 
a v a il a b le  fo r  p u b li c  in sp e c ti o n , as  sp e c if ie d  be lo w , in  th e  Are a o f f i c e ,  
M eta ir ie , Lou is ia na .

Form 9-1 52 - Mo nth ly Re po rt o f  O pera ti ons. A ll  in fo rm ation  
co nt ai ne d on th i s  for m sh a ll  be  a v a il a b le  excep t th e  
in fo rm ati on  re qu ir ed  in  th e Remarks  colum n.

Form 9-3 30  - Hel l Co mp let ion or  Rec om pl et io n Rep or t and Log .
(1) P ri or to  commencement o f  pro duct io n  a l l  in fo rm ati on  
co nt ain ed  o n 't h is  form sh a ll  be  a v a il a b le  excep t It em  la ,
Type o f  h’e l l ;  It em  4,  Loc at io n o f  W ell , A t to p pr od , in te rv a l 
re port ed  be low ; It em  22 , i f  M u lt ip le  Com pl ., How many;
It em  24 , Pr od uc ing In te rv a l;  It em  26 , Type E le c tr ic  and 
Other  Logs Run; It em  28 , Ca sin g Re co rd; It em  29 , L in er  
Re cord; It em  30 , Tub ing  Record;  It em  31 , P erf o ra ti on  
Re co rd; It em  32 , A cid , Sho t,  F ra ctu re , Cement Squee ze , 
e tc . ;  It em  33, Pro du ct io n;  It em  37 , Summary o f  Porous  
Zones; and It em  38 , Geo logic Markers.

(2) A ft e r  commencement o f  pro duct io n  a l l  in fo rm ati on  sh a ll  
be  a v a il a b le  excep t It em  37,  summary o f  Porou s Zones; and 
It em  38 , G eo logi c Ma rke rs.
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(3) I f  pro duc tion ha s no t commenced a f t e r  an ela pse d tim e o f 
f i v e  ye ar s fro m th e  da te  o f  f i l i n g  Form 9-3 30  as re quir ed 
in  30 CFR 250 .3 8(b ), a l l  in fo rm ati on  conta in ed  on th i s 
for m sh a ll  be  a v a il a b le  excep t It em  37 , Summary o f  Porous 
Zones ; and  It em  38 , Geo logic Mar ke rs . W ithin  90 da ys 
p r io r  to  th e  end o f  th e  fi v e -y e a r  peri od  th e le s s e e  or 
op er ato r may su bm it o b je c ti o n s  to  th e  re le a se  o f  such 
in fo rm a ti on . The su p e rv is o r , ta k in g  in to  consi dera ti on 
th e o b je c ti o n s  o f  th e  le s s e e , p ro x im it y  to  un le ase d li rn ds , 
and th e b e s t in te r e s t s  o f  th e  U ni ted S ta te s , may de te rm in e 
th a t su ch  in fo rm ati on  sh a ll  n o t be  re le a sed .

C. Form 9-331. - Su nd ry N otice s and Rep o rt on W ell s. (1) When 
use d as  a "N ot ic e o f  In te n ti o n  to " co nd uc t o p e ra ti o n s , a l l 
in fo rm ation cont ain ed  on th i s  form  s h a ll  be a v a il a b le  excep t 
Item  4,  Loc at io n o f  W ell , A t to p  pr od , in te r v a l;  and It em  17 , 
Descr ibe Propose d or  Co mpleted O per ations.

(2) When used  as  a "S ub se qu en t R ep ort  o f"  o p e ra ti o n s , and 
a ft e r  commencement o f  p ro ducti on , a l l  in fo rm ati on  co nta in ed  
on th i s  for m s h a ll  be  a v a il a b le  excep t in fo rm ati on  under 
Item  17 as  to  su bsu rf ace  lo ca tion ::  and measu red  and tr ue 
v e r ti c a l de pth s fo r  a l l  ma rkers and  zo ne s n o t p la ced on 
pr oduct io n .

D. Form 9-331C. - A pp li ca ti on  fo r  Per m it to  D r i l l , Deepen or Pl ug
Ba ck. A ll  in fo rm ati on co nta in ed  on th i s  fo rm , and lo c a ti o n 
p la t a tt ached  th e re to , s h a ll  be  a v a il a b le  excep t It em  4, 
Lo ca tio n o f  W ell , At prop os ed  pr od , zo ne ; and It em  23 ,
Pro posed Cas ing and Cementing Prog ram.

E. Sale s o f  Le ase P ro du ct io n. In fo rm ation  conta in ed  on mon th ly 
Geo logica l Su rv ey  comp ute r p r in to u t show ing  s a le s  o f  pro duct io n 
o f  o i l ,  co nd en sa te , gas and li q u id  p ro d u c ts , by le a s e , s h a ll
be  made a v a il a b le .

F il in g  o f  R eport s. A ll  re p o r ts  on Forms 9- 15 2,  9- 33 0,  9- 33 1,  and 
sh a ll  be f i l e d  in  acco rdan ce  w it h  th e  fo ll o w in g :

A. A ll  re p o r ts  su bm it te d  on th ese  form s a f t e r  th e  e f f e c t i v e  da te 
o f  th i s  Ord er sh a ll  be  f i l e d  in  two se para te  s e t s .  A ll  it em s 
on th e for ms  in  one  s e t  sh a ll  be  co mpleted  in  f u l l  and su ch 
fo rm s,  and a l l  at ta ch m en ts  th e r e to , s h a ll  no t be  a v a il a b le  
fo r  p u b li c  in sp e c ti o n . The a d d it io n a l s e t  s h a ll  be  co mpleted 
in  f u l l ,  excep t th a t th e  it em s desc ri bed  in  l . ( A ) ,  (B ), (C ), 
and (D) ab ov e,  and th e  a ttach m en ts  r e la ti n g  to  su ch  it e m s , 
may be  ex cl ud ed . The words "P ubli c  In fo rm ation" s h a ll  be 
shown on th e  lower  ri gh t- hand  co rn er  o f  th i s  s e t .  Thi s 
a d d it io na l s e t  sh a ll  be  made a v a il a b le  fo r  p u b li c  in sp e c ti o n .

D. Co pie s o f  re p o r ts  on th ese  form s wh ich  we re  f i l e d  be tw een
December 1 , 197D, :md th e  e f f e c t i v e  da te  o f  th i s  Ord er , sh a ll 
be re su bm it te d  (i n  d u p li c a te  or t r i p l i c a t e ,  as  pro vid ed  by



th e  re g u la ti o n s)  w it h in  30 da ys  a f t e r  th e  e f f e c t i v e  da te  o f 
th i s  Or der. Th ese  re p o r ts  may ex clu de th e  it em s desc ri bed  
in  1.  (A ),  ( n ) , (C ), and (D) ab ov e,  and  s h a ll  show th e  words 
"P ub lic In fo rm at io n" on th e lo wer  ri gh t- hand  co rn er  and 
sh a ll  be  made a v a il a b le  fo r  p u b li c  in sp e c ti o n .

A v a il a b il it y  o f  Re cords F il ed  P ri or to  December 1, 1970 . •
In fo rm ation f i l e d  p r io r  to  December 1 , 19 70 , on th e  for ms  re fe rre d  
to  in  (1) ab ov e,  i s  not in  a form  wh ich  can  be  r e a d il y  made a v a il ­
ab le  fo r  p u b li c  in sp e c ti o n . R eq ues ts  fo r  in fo rm ati on  on th ese  
for ms  s h a ll  he  su bm it te d  to  th e  su p erv is o r in  w r it in g  and  sh a ll  
be  made a v a il a b le  in  acco rdan ce  w it h  43 CFR Par t 2.

R ob er t F. Evans 
Superv is or

Appro ved : Au gu st 13 , 1971

R uss e ll  G. Mayland 0
C hie f,  Con se rv at io n D iv is io n
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Question. I unders tand that  the re has been und er considerat ion a number of 
years in the In ter ior  Department, a system which would requ ire priva te com­
panies conducting geological and geophysical  exploration to subm it all their  raw 
da ta to the Government as a condition to a permit  for  such activity . What are 
the  objections  to such a system?

Answer. The privat e companies object to having to handle and  convey to the 
Government larg e amounts of da ta which they collected and paid  for. They are  
very concerned over the possibi lity th at  some or all of those da ta  may be made 
public before the  owner realizes the competitive advanta ge he experts  for the 
costs incurred. From the Government’s point of view, we would need larg e stor­
age facili ties, thermos tatically and magnetic field control led to house this  data . 
This would requ ire a large staff  to handle, check, and verify  and use the data .
Question. What would be the costs in term s of dollars, manpower, and time of 

a Government-run explorato ry system to bring the  Government’s underst and ing 
of OCS resources and  reserves at  leas t up to a pa r of t ha t of  indus try ?

Answer. We believe that  Government’s understand ing of the  overa ll OCS 
resources and reserves is, in general , equal to or gre ate r tha n th at  of industry . 
In knowledge of reserves, each company undoubtedly  knows more about its  own 
reserves on its  own leases but  the Government knows as much as industry as a 
whole about tota l OCS reserves.

All data necessary to calculate reserves on the Oute r Cont inental Shelf are  
now submitted  to the  Government under exis ting  regula tions. No one company 
or group of companies has  access to all thi s data. To date we have not  had the 
fund ing or personnel to completely eva luate these  data. We estimate th at  125 
professional  and supp ort personnel would be needed for  2 yea rs at  a cost of about 
$5 million to independently calculate  t ota l reserves in the  developed a reas  of  the 
OCS.
Question. How much tota l acreage will be leased from 1974 to  1980?
Answer. The Dep artm ent’s c urrent  goals  for leasing a re  3 million acres in 1974 

and 10 million acre s in 1975. A revised leasin g schedule for years af te r 1975 will 
not be issued until the  D epartment has had  a n opportuni ty to analyze the  effects 
of accelerated leasing. Some of the fac tors which will be analyzed are the  rate 
of development of the  leases and the  effect on revenues. As will be described in 
answers to questions below, the  Departm ent will insu re the  receipt  of fa ir 
market value  and protec tion of the  environment  und er any level of leasing.
Question. Is  the  oil and  gas industry interested in acqu iring  th at  much acre­

age in  1975 und er tru ly competit ive condi tions?
Answer. Recognizing th at  leasing 10 million acres in  1975 could have an  impact 

on competi tion at  OCS lease  sales, the Dep artm ent  is considering new regu la­
tions to insure  competi tive conditions. One of these is a ban on jo in t bidding 
between the  larg est  oil companies. This  is an attem pt to i ncrease the  number of 
bidders on individual tra cts and maintain  competition for  leases. Dra ft rules to 
implement this ban were published in the April 24 Federa l Reg iste r and a public 
hear ing on them will be held Jun e 25. After all comments concerning the  draf t 
regulations are reviewed the Departm ent will decide as to w heth er to adopt such 
regula tions. Fin al rules could be announced in the  fall.  Another measure  under 
considera tion is the  use of royalty bidding at the  lease sales. Roya lty bidding 
may improve competit ion by enabling more small companies to receive leases. 
The Departm ent plans to lease  10 tra cts  on a royalty  basis at  the  proposed OCS 
lease  sale  No. 36 in  September. T his experiment should provide d ata  fo r analyzing 
royalty bidding as opposed to curre nt cash bonus bidding. We are currently 
analyzing the  most recent OCS sales to dete rmin e the  effect of increased lease 
offerings. The results  of this study  should help us dete rmine w hat steps, if any, 
are  needed to insure competition.
Question. Can the  indust ry bring  that  amount of add itional acreage into  pro­

duction before 1980?
Answer. The industry cannot bring th at  am ount of additiona l acreage into full 

production before 1980. In  developed are as  with  optimum conditions, th at  is, 
close to shore, shallow water, exist ing pipelines, et cetera, the  minimum time 
from drill ing to production  has been over 2 years and the  average time  ranges  
from 4 to 6 years. In  a fro ntier area the  time  can be considerably longer.
Question. Wh at are  the  constra ints  in term s of exploration rigs, par ticula rly  

deep water?
Answer. The con stra ints consist of a steel shortage, lengthly cons truct ion time, 

and the competit ion for  exist ing rigs from overseas exploration.
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Question. Wh at are  the  con stra ints  in term s of production pla tfor ms?Answer. A steel shor tage  is likewise holding up the  fabr icat ion of platfo rms.Question. W hat  a re the  con stra ints  in term s of p ipelin es?
Answer. Tabul ar goods such as pipe for pipelines and  casing  a nd tubing are  in  shor t supply. Most pipe ma nuf acturers do not make  as much profit  on pipe as they do on pl ate steel.
Question. W hat about o ther  equipment?
Answer. Ther e are  ample derr ick barges and pipeline- laying barges  to meet the  demand  in the  Gulf of Mexico for th e cu rre nt rat e of development.
Question. Wh at abou t onshore and supp ort faci litie s and equip ment?Answer. There are  ample docking faciliti es on the  co ast of the  Gulf of Mexico. There ar e a lso sam ple support boats.
The indu stry  formed “Clean Gulf Associates,” a cooperative opera tion to com­bat oil spills offshore. They have  severa l locat ions on the  coast of the  Gulf of Mexico which allows r apid  cleanup responses to oil spills.
Question. Wh at will be the Dep artm ent’s position if  indu stry  is unable to ex­plore these  leases and  bring  them to a production sta tus with in the 5-yea r lease ter m?  According to the OCS Lands Act thi s means the  lease should be retu rned to the Government, yet industr y has  paid  huge amou nts for  the leases. Won’t the  Departm ent be u nder tremen dous pres sure  to viola te the  law and extend  the leas es? In the  p ast  how many leases has  the  Dep artm ent canceled for fai lur e to bring  to  a producing sta tus  with in the 5 -year lease  term ?
Answer. The Dep artm ent will not viola te the  law to extend leases. Lease  ex­tensions may be granted  where a discovery has been made and the  lessee is en­gaged in developing the  lease for  pro duc tion; leases committed  to a un it agree­ment when the optimum plan  of development can be best realiz ed und er unitiz ed operatio ns, and when drill ing  opera tions are  being conducted. These extensions are  gran ted only in conformance with  the Oute r Cont inent al Shelf Lands Act and  th e regu latio ns p romulgated  thereunde r.
The Dep artm ent does not cancel a lease for fai lur e to bring  to a producing sta tus  with in the 5-yea r term  of the lease. Rather , the  lease term inat es auto­matic ally by opera tion of law if a producib le sta tus  is not reached. Since passage  of the Outer Cont inent al Shelf Lands Act the re have been 802 leases th at  have term inat ed because p roduc tion was no t obtained.
Question. Wh at will be the  impa ct of massive lease  offerings on competition  and doll ar r etu rn to th e Tr easur y?
Answer. The steps  being considered  by the  Depar tme nt to insure th at  competi­tion will not be adversely affected by the incre ase in leasin g have alre ady  been described. To insu re a fa ir  ma rke t value  re tur n for the  OCS lands, the  Depar t­ment has  a system to eva luat e the  resource value  of each of the offered trac ts. At the  time of the  sale these evaluatio ns play an imp orta nt role in the decision as to accepting or rejectin g the high bids on each tra ct.  At the  most recen t OOS sale (No. 34 ), 17 percent of the  high bids offered were  rejec ted because a fa ir market value  would not have been received for the tracts . At sale No. 33, 20 perce nt of the high  bids were rejec ted for  this reason. The tra cts  f or which bids were rejec ted will be reofifered at  a futur e sale. Under the  accelerated  program, this system will be used to insu re a fa ir ma rke t value ret urn  to the  Tre asury.Question. Under such massive leasing conditions, can the Depa rtment, in the absence of good geological and  geophysical data , gua ran tee  th at  the re will be adeq uate  competi tion to insu re a fa ir ma rke t value  ret urn  to the Tr easury?Answer. The Dep artm ent does not rely solely on compet ition to insu re a fa ir market value ret urn  to the  Trea sury . The purpose of the tra ct  evalu ation  pro­gram is to indepe ndent ly estab lish a fa ir  ma rke t value  for each tra ct  offered for leasing in the  OCS. In order to estab lish fa ir  ma rke t value  the  Dep artm ent insur es th at  it  has  adeq uate  geophysical and/or  geological da ta to arr ive  at  a reasonable  value. One of the cri ter ia used in tra ct  selection  is the avai labi lity  of dat a necessa ry to esta blish  value. If  the Dep artm ent does not have or  cannot get sufficient dat a to evalaut e a tra ct,  the  tra ct  is not  offered for leasing. Pe r­sonnel and fund ing reque sted in the fiscal year 1975 budget and fiscal year  1975 amendment will insu re th at  t he Dep artm ent will be able to acquir e and int erp ret  sufficient da ta to arr ive  at  an indep enden t evaluati on of each trac t offered for leasing.
Question. The most recen t sale off Te xas und er accelerate d leasin g broug ht a reduced numbe r of bidde rs per  trac t and lower  bids. Is thi s not the  st ar t of a tren d which will res ult  in lower ret urn s to the Trea sury?
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Answer. As expected, the percentage  of tra cts receiving bids is  declining as the  
number of sales and tota l acreage offered increases. This may be in  pa rt  due to 
the  f act that  more margina l acreage is being offered in the Gulf of Mexico and 
that  industry has the  opportunity to be more selective. Average  prices per acre 
received in the  March 1974 and May 1974 OCS sales were $4,163 and  $2,208 
respectively . In comparison, the average price  per acre received in the  Gulf of 
Mexico from 1970 through 1973 ranged from $1,535 per acre  to $3,108 p er acre. 
The $2,208 per acre received in the May 1974 OCS Texas sale  may reflect the 
st ar t of a trend toward lower bids in the Gulf of Mexico o r it  may only be an 
indication  of t he qua lity  of ac reage  offered in th at  sa le. In any event, the  $2,208 
per acre  is not a rad ical decline from the figures of the las t 4 years. Total year ly 
return s to the Tre asu ry should increase under accelerated leasing even though 
return s pe r sale may decrease.
Question. Can indust ry explore this  acreage adeq uate ly before  1975 so th at  it 

can take  the r isk of high bids?
Answer. In developed are as of the  OCS much of the basic explora tory  work 

has alre ady  been done. In fro ntier areas of the OCS, as in all fro nti er areas , 
primary intere st is in the large, rela tive ly obvious stru ctures . Assuming th at  
sufficient notice of lease sale are as is given, indust ry should  be able to iden tify  
these structure s and  do the  deta iled work on them necessary to justi fy  high 
bids.
Question. What is the  indust ry cap ital  situ ation as it  rela tes to its  ab ility to 

sus tain high bids?
Answer. Based on the  lat est  avai lable  information, it is our position th at  the  

oil and  gas indust ry’s cur ren t capi tal pos ture  will not cause  a reduction  in the  
magnitude  of bids offered for OCS property. This does not mean that  we are  
cer tain of realizing  constan t or increasin g revenue  levels for  futur e OCS sales. 
Acreage quali ty, imposi tion of add itional environmental safeguard measures, 
and the  price  of oil, will influence ind ust ry’s bid dete rmination s in fu ture  OCS 
auctions.
Question. Won’t the effect be to diffuse industry intere st among more trac ts, 

with  less exploration , and less competition,  thu s significantly forcing down the 
bids ?

Answer. The Departm ent is considering steps  to mainta in competit ion at  
OCS lease sales and  to insu re the  receip t of fa ir  market value through the  
resources evaluation program.  Also as I mentioned previously, is the  fac t that  
developed a rea s of the  OCS have been extensively explored and th at  exp lorat ion 
will be concentrated on the most promis ing struc tur es in the  f ron tier areas. Any 
reduct ion in accepted bids will be the  result  of offering lower  quality  acreage 
and of offering acreage in frontier are as  where  risks are higher. A reduct ion 
in bids from these  causes would normal ly result  under any level of leasing.
Question. Won’t leasing this acreage in 1975 w ithout the  assurance of develop­

ment, bring  much less revenue than  if it is leassed  over 3 o r 4 years, par ticula rly  
in a t ime of ri sing  oil prices?

Doesn’t leasing too early, for example at  1975 oil prices mean less return  than 
leasing at, say, 1978 prices?

Answer. As I indicated previously, any major  reduc tion in revenues from 
OCS sales in 1975 will probably result from the offering of less p romising acreage 
in developed are as  and  rela tively unknown acreage in fro nti er areas. Leasing 
thi s acreage 3 o r 4 years from now rathe r than in 1975 would bring more revenue, 
in real  dolla r terms,  only if the ra te  of increase in oil prices is greater  than the  
ra te  of genera l inflation.  Thus, while  the  nominal  amount received from a tra ct  
in 1978 may be gre ate r than th at  received in 1975, conve rting  these  amounts  
to real dollars will eliminate the  effects of infla tion and  may revea l th at  the  
amounts are  more nearly equal. In fact,  if the  rise  in oil prices is less than  the 
general ra te  of inflation, it  is conceivable that  the  Government would receive 
less “real” revenues in 1978 than  in 1975.

It  should also be noted that  one objective of increased leasing is to slow the 
increase in oil prices  by increasin g domestic supply and  displacing more expen­
sive foreign  imports.
Question. What will be the  tota l revenue loss of leasing 10 million acres in 

1975 than leasing at  the  1973 ra te  of 1 million acres per  yea r? The projected 
Natio nal Petroleum Council rate of 1.5 million acre s per yea r? The curre nt rate?

Answer. There i s not expected to be a significant “rea l” r evenue loss in leasing 
10 million acre s in 1975 r athe r than at  the  1 million, 1.5 million or the  current

35-650 0  - 74 - 16
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rate.  The fac tors  which will be most imp ortant in determin ing the  revenues received, quality of a creage and knowledge about the  areas , will have an impact under all leasing  ra tes. It  also seems likely that  the most p romising t rac ts, which bring in the bulk of revenues, will continue to receive high bids und er an accel­era ted  program. Any lower bids received as a result  of the  increases  in  leasing, will be for the less promis ing and  margina l tra ct s which contribu te only a  small pa rt of the  tota l revenues.
Question. Even with your supplemental  budget request, can the  Department by 1975 acqu ire the manpower, geologic data , and economic evalu ation capability to insu re that  thi s massive leasing program does not result  in major revenue loss to  the  public t rea sury ? 1
Answer. Yes, Mr. Yates, we feel that  we w ill have adeq uate  resources  to assure  a f ai r market value  re tur n for  the  public lands.
Question. Before deciding to increase tenfold the  amount of acreage leased, what analysis  did the Int eri or Department make  of the environmental  impact under NEPA?
Answer. The decision to acce lerate OCS leasing to 10 million acre s in 1975 was announced by Pre sident  Nixon in his energy message of January 1974. The Departm ent is presently prep aring an environmental impact stat eme nt accord­ing to Section 102(2) (C) of the  National Environmental Policy Act to asses s the environmental impacts of acce lerat ing leasing to 10 million acres. Attached is a Federal  Register  notice outlining the info rmation  to be contained in the  impact st atement.
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K Ail O N A L  R E VI E W C O A P D F O R T H E  C E N­
T E R  F O R C U L T U R A L A N O T E C H NI C A L 
I N T E R C H A N G E  E E T W E E N  E A S T  A N O
W E S T

P o st p o n e d M e eti n g

T h e m e eti n g cf t h e E x e c uti v e C o m mit­
t e e of t h e K ati or.r.l R e vi e w B o ar d l or t h e 
C e nt er f o r C ult u r al a n d T e c h ni c al I nt er ­
c h a n g e B et w e e n E ast a n d W est < E asi- 
W est C e n t er), a n n o u n c e d f or J u n e 3. 
1 97 4 ( 3 9 F R 1 63 03 * r.t t h e D e p a rt m e nt 
of St at e. R o o m 5 3 7, S A- 2. h as t e e n c a n­
c el e d. T h e m e eti n g sit e h as t e e n ci t a n g e d 
l o H o n ol ul u. H a w aii a n d s c h e d ul e d F or 
J u n e 2 1. 1 57 4.

T h e m e eti n g is b ei n g p ost p o n e d t o t a k e 
a d v a nt a g e of t h e f a ct t h at s e v er al p ar­
ti ci p a nts will b e i n H o n ol ul u at t h a t ti m e 
o n ot h er b usi n ess.

D a t e d : M a y 1 3. 1 9 7 4.

C a r o l  M. O w e n s . 
E x e c uti v e S e cr et ar y.

l F R D o c. 7 4- 1 1 4 C 9 F L’ e d 5- 1 7 - 7 4; E: < 5  a m |
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Offi c e of t h e S e cr et a r y  

A D VI S O R Y  C O M M I T T E E  O N   R E F O R M  O F  
T H E I N T E R N A TI O N A L M O N E T A R Y S Y S T E M  

N o ti c e o f M e e ti n g

N oti c e Is h er e b y gi v e n t h a t t h e A d vis­
or y C o m mitt e e o n R ef or m of t h e I nt er ­
n ati o n al M o n et ar y S yst e m will m e et at 
t h e Tr e as u r y D e p a rt m e nt i n W as hi n g­
t o n. D. C.. o n J u n e 3. 1 97 4.

T h e m e eti n g is c all e d f or t h e p ur p os e 
of c o nsi d eri n g t h e b asi c iss u es i n v ol ve d 
I n t h e c urr e n t i nt er n ati o n al n e g oti ati o ns 
f or t h e r ef or m of t h e i nt e r n at i o n al m o n­
et ar y s yst e m.

A d et er m i n ati o n as r e q uir e d b y s e c­
ti o n 1 0* d) of t h e F e d er al A d vis or y C o m­
mitt e e A ct ( P u b. L. 9 2- 4 6 3* h as b e e n 
m a d e t h at t his m e eti n g is f or t h e p ur ­
p os e of c o nsi d eri n g m att e rs f alli n g wit h­
i n o n e or m or e of t h e e x e m pti o ns t o p u b­
li c dis cl os ur e s e t f o r t h  i n 5 U. S. C. 5 52 * b) 
a n d t h a t L hc p u bli c i nt er est r e q uir es s u c h 

‘ m e eti n g b e cl os e d t o p u bli c p arti ci p ati o n.
D at e d: M a y 1 6. 1 97 4.
( s e a l ]  P a u l  A. V o l c k c r .

U n d er S e cr et ar y / or  
. M o n et ar y At/ cirt,

( F R D o e.l 1 6 6 6 F il e d  5 - 1 7 - 7 4 ; 9 : 5 7 a m )

D E P A R T M E N T O F T H E I N T E RI O R 

B u r e a u  o f L a n d M a n a g e m e n t 

O U T E R C O N T I N E N T A L S H E L F: P O T E N TI A L 
F U T U R E OI L A N D C A S L E A SI N G 

Pr e p ar ati o n of E n v ir o n m e n t al I m p a ct  
St at e m e nt

I n or d er t o e ns ur e t h at  a d e q u at e c o n­
si d er ati o n is gi v e n t o t h e e n vir o n m e nt al 
i m p a cts of a n d alt er n ati v e s t o i m pl e­
m e n t ati o n of t h e pr o gr a m a n n o u n c e d b y

A tl a n ti c C o a st O C S a r e a s:

J. N o rt h  A tl a n ti c _ _ _ _ _ _ . . _ _ _. . . . . .

V. M i d - A tl a n ti c _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . . .

3. S o u t h  A tl a n ti c _ _ _ _ _ _ _ _ _ _ _ . . . . . . . . . . . . .
G u lf  of M e xi c o O C S a r e a s:

4. E a st  G ulf _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . . .
5. C e ntr al G u lf _ _ _ _ _ _ _ _ _ _ _ _ . . . _ _ _ _ _ _ _ . . . .
6. W a a l G ul f _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

P a ci fi c O C S a r e a s:
7. S o u t h e r n  C ali f o r n i a  B o r d e r l a n d ........

8. S a n t a  B a r b a r a _ _ . . . . . . . . . . . . . . . . . . . . .
9. N o rt h a n d C e n tr al C a l i f o r n i a .. .. .. .. ..

1 0. W a s h i n gt o n - O r e g o n . . . . . . . . . . . . . . . . .

Al a s k a O C S a r e a s:
1 1. C o o k I n l e t..........................................................
1 2. S o u t h e r n  A l e u ti a n S h e l f ... _ _ _ _ _ _ . . . .
1 3. G u lf  o f A l a s k a.................................................

1 4. B ri st ol  B a y . . . . . . . . . _ _

1 5. B er i n g S e a S h e l f . . . . . . . . . . . . . . . . . . . . .
1 6. B e a u f o rt   S e a . . . . . . . . . . . . . . . . . . . . . . . .
1 7.  C h u k c hi £ c a . . . . . . . . . . . . . . . . . . . . . . . . .

’ T h e  li n e  dr a w n fr o m  a p o i n t a t : < 2 ’ 1 9. 9 * N. l a ti t u d e . C 7’ 4 6 . 9' W. l o n g it u d e, t h e n c e t o  
4 2 9 3 *  N. l a ti t u d e. 6 7 * 4 0. 0’ W. l o n g it u d e. t h e n c e 4 1 * 4 2. 4 * X. l a ti t u d e, 6 7 * 2 8 8' W. l o n git u d e, 
a n d e n d i n g a t 4 1- 1 5 . 3' X. l a ti t u d e . C € 5 8 . 9' W. l o n g it u d e ..

It is t h e i nt e nti o n of t h e B ur e a u of 
L a n d M a n a g e m e nt t o pr e p a r e a n e n vi­
r o n m e nt al st at e m e nt w hi c h, i n g e n er al, 
will d es cri b e t h e f oll o wi n g t o pi cs: T h e 
pr o p os e d l e asi n g a cti o n : t h e m a n a g e­
m e nt s yst e m p ert ai ni n g t o t h e pr o p os e d 
a cti o n. I n cl u di n g l e asi n g pr o c e d ur es, s u­
p er visi o n. I ns p e cti o n. ?r. d r e g ul a ti o n of 
l e as e o p er ati o ns, a n d m onit or:: *. * of Ac­
t u al a n d t hr e at e n e d e n vir o n m e nt al ef­
f e cts of l e as e o p er ati o ns; O C S oil a n d 
g as r es o ur c e p ot e nti a l; e n er g y s u p pl y

Pr esi d e nt Ni x o n f or a n I n cr e as e i n p o­
t e nt i al f ut t u e O ut e r C o nti n e nt a l S h elf 
< O C o < oil a n d e as l e asi n g t o t er. milli o n 
a cr e ? i n 1 97 5. t h e B ur e a u oi L a n d M a n­
a g e m e nt of t h e D e p art m e nt of t h e I n ­
t erior w. H pr e p ar e a n e n vir o n m e nt al i m­
p a ct st at e m e nt f or t h e pr o p os e d a cti o n 
p ur s u a nt t o t h e pr o visi o ns of s e cti o n 1 02 
< 2» * C) of t h e  N ati o n al E n vir o n m e nt al 
P oli c y A ct < 4 2 U. S. C. 4 3 3 2 * 2 * * 0 ». O C S 
ar e as w hi c h m a y b e aff e ct e d b y t h e pr o­
p os e d pr o gr a m i n cl u d e t h e f oll o wi n g:

A p p r o xi m at e  l o c ati o n
B a y of F u r. c l y t o  C a p e C o d n o rt h  of 4 0 ’ X. 

l a ti t u d e  a n d s o u t h  o f. 1

C a p e C o d t o  C a p e H a tt e r a s b e t w e e n 1 0 ’ X. 
t o  3 5 * X. l a ti t u d e .

C a p e H a tt e r a s t o  K e y  W es t s o u t h  of  3 5 * X. 
l a ti t u d e.

F a st of  C 3 W. l o n g it u d e.
B et w e e n C 8* W. t o  9 3’ W. l o n g it u d e.
W es t o f 9 3 * W. l o n g it u d e t o  M e x i c a n  b o r d er .

S o u t h  of 3 4 * X. l a ti t u d e  t o - M e xi c a n b o r d er  
( e x c e p t. S a n t a  B a r b a r a  C h a n n e l) .

S a n t a  B a r b a r a  C h a n n el.
N o rt h cf 3 4 *  X. l a ti t u d e  t o  C ali f o r n i a - O r e ­

g o n b o r d e r  ( e x c e p t S a n t a  B a r b a r a  C h a n ­
n e l ).

B et w e e n  C al if o r n i a - O r e g o n b o r d e r  a n d  C a­
n a d i a n  b o r d e r.

S o u t h  of C O’ X. l a ti t u d e.
W es t o f 1 5 3’ W. l o n git u d e.
N o rt h  of   5 6 ’  X. l a ti t u d e,  e a st   of   1 5 3 ’  W. 

l o n g it u d e.
S o u t h   c f  5 3 ’ X. l a ti t u d e ,  e a st  o f  1 6 5’  W. 

l o n g it u d e.
UJ S. W at er s s o u t h  o f 6 6 ’ X. l a ti t u d e.
B et w e e n 1 4 2 ’ W. a n d I C O’ W . l o n g it u d e.
U S . w at e rs  n o rt h  of 6 6 ’ X. l a ti t u d e , w es t of 

I C O’ W. l o n g it u d e.

a n d d e m a n d: t e c h n o l or y f or d e v el o pi n g 
oil a n d c as offs h or e; e n vir o n m e nt al s et ­
ti n gs; n a t ur al p h e n o m e n a t h at e xist or 
o c c ur i n p art i c ul ar O C S r e gi o ns. a n d 
w hi c h h a v e t h e p o t e nti al t o c a us e or c o n­
tri b ut e t o e n vir o n m e nt al i m p a ct ? ar:ri n * 
fr o m t h e pr o p os e d a cti o n: t h e p ot e n ti al 
e n vir o n m e nt al i m p a cts of t h e pr o n e ? c d 
a cti o n, offs h or e a n d o ns h or e, i n d u ci n g 
wit h o ut li mit ati o n m att ers s u c h as t h e 
c u m ul ati v e I m p a ct of oil a n d c as o p er a­
ti o ns u n d e r t h e pr o p os e d l e asi n g a cti o n.
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impacts on competing uses of OCS re­
sources. the effect of the proposed action 
on the  level of environmental study prior 
to leas in: and on the level of supervi­
sion of lease operations al ter leasing, 
and the degree to which environmental 
effects might  be reduced as a result of 
improvements in methods of lease super­
vision; and the  alternativ es to the pro­
posed action and  the ir potent ial envi­
ronme ntal impacts.

In due course, the Bureau of Land 
Management will prepare and dissemi­
nat e a dra ft environmental statement 
and solicit comments on the stateme nt 
from othe r Federal agencies. State  and 
local covernments.  and interested mem­
bers of the public. Moreover, it is the 
intention of the Bureau of Land Man­
agement to schedule public hearings, the 
location of widen will be designated in a 
futu re notice published in the Federal 
Register, to consider the proposed ac­
tion and the dr af t environmental sta te­
ment.

The Bureau of Land Management will 
prepare individual environmenta l sta te­
ments pursuant to section 102‘2>«C» of 
the  National Environmen tal Policy Act. 
supra,  for each poten tial lease sale in­
volved in the proposed action.  This will 
provide a detailed  environmenta l analy­
sis on a tra ct- bv -trac t basis/

The reasoning behind the proposed 
program and the  determination  to pre­
pare  a formal assessment of the  environ­
menta l impacts, of the proposal to in­
crease OCS oil and gas leasing is as 
follows:

<a> Energy consumption  in the  United 
Stat es will continue to rise . Despite con­
servat ion measures which have teen  in­
stituted  as a result  of the recent oil em­
bargo. all predictions indicate that  there 
will be fur ther increases in demand. 
Should domestic oil production continue 
to decline and demand continue to grow 
as in the past, imports would necessarily 
increase from 35 percent of U.S. con­
sumption in 1073 to roughly half of U.S. 
consumption by 1030.

<b) The subs tant ial rise in foreign 
oil prices in recent months also has cre­
ated difficulties'. If foreign oil purchases 
arc increased, there  would fce a chronic 
balance of payments outflow which 
would create critica l problems in int er­
national monetary affairs.

(c) An Increase in domestic oil and 
gas product ion offers the  greatest  ehap.ee 
among available alternativ es of avoiding 
increasing dependence.upon potent ially  
insecure foreign supplies of energy. While 
the mix between energy forms may 
change somewhat with rapid  growth of 
other forms of energy such as increases 
in coal production and development of 
nuclear energy, the  U.S. must continue 
to be heavily dependent on oil and gas 
through the next two decades.

<d» The Outer Continenta l S helf rep­
resent s a large and promising area  for

’ D ec is io ns  to  pre pare  en v ir onm en ta l Im ­
p a c t s'. atcn ienT s lo r  p o te n ti a l lc ..s e sa le s 
w ou id  ta k e  In to  a cco u n t th e  s ta tu s  c f  
pen d in g  It tb -m '.o n,  In c lu d in g  U S . v. M aine  
e t  %l. r.n d U S . v. F lo ri da.

oil and gas exploration. The Depart­
ment 's Geological Survey estimates un ­
discovered recoverable oil resources off­
shore totalling C5 to 129 billion barrels of 
petroleum <7-14 S tate  and 58-114 Fed­
eral!  and 3i»5 to 790 trillion cubic feet 
of gas • 40-30 State and  555-710 f ederal >. 
Production from those resources, in ad­
dition to production from known OCS 
resources, would greatly  help in at ta in ­
ing the goal of avoiding dependence on 
insecure foreign sources of o:l and gas.

»c The proposed action to increase 
OCS oil and gas leasing to 10 million 
acres m 1575 is a major Federal action 
significantly affecting the  quality of the 
hum an environment.

<f> The environmental stateme nt 
process articulated in the  National En­
vironmental Policy Act provides a for­
malized method for evalu: ting  the en­
vironm ental impact of OCS development. 
For example, the view—tha t the con­
siderable  OCS development which has 
occurred to dale  has not resulted  in long 
lasting , unacceptable marine  or shoresiae 
environmenta l or socio-economic im­
pac ts—would be evaluated .

The  viability of the program, and the 
bases therefor, will be evaluated in the 
decision-making processes of which the 
environmental s tate ment concerning the 
increases in OCS leasing from approxi­
mately 3 million acres in 1974 to 10 mil­
lion acres in 1975. and the  individual en­
vironmental stat eme nts  on the  1975 
sales, are 3 pa rt. Studies and views t ha t 
will be considered in these decision- 
making processes include more tha n the 
preparat ion of the environmental sta te ­
ments referred to. The following steps 
have already been taken:

(a> On April 18. 1973, the  President 
directed the  Council on Environmental 
Quality to study the potential  environ­
mental impacts of OCS oil and gas ex­
plorat ion and development along the 
Atlantic Coast and the  Gulf of Alaska. 
The Report of the Council on Environ­
men tal Quality, OCS Oil and Gas—An 
Environmen tal Assessment, which was 
submitted to the Pres iden t on April 13. 
1974. is und ergoing'a thorough review 
within  th e Departm ent.

(b) On February 23. 1974, the Bureau 
of Land Mane jc-mcnt published in the 
Federal Register <39 FR  6541). a •Re­
ques t for Comments’’ invit ing and  en­
couraging all concerned parties repre­
senting the oil an a gas indus try an a the 
genera l public to submit information  
concerning areas of inte res t for cil and 
gas rCiOuree poten tial and areas of en­
vironm ental concern. Comments re­
ceived to ca te in response to  thi s request 
arc now being stud ied ana analyzed 
within the Dep artm ent of the Inte rior,  
and  a report will be re leased in the near  
future. This is one action taken  during 
the first tie r of ‘a new two-ti er system for 
selecting poten tial OCS leasing areas 
and  individual tracts  w ithin those areas. 
Tiie Bureau  of Laud Management will 
use thc.-.c rankings  of areas , and its own 
evaluations of lesourcc poten tial and 
need to protect environmental  values, 
the  CEQ report,  and views of othe r r ed -

oral agencies to Identify a reas  for poten­
tial  lease sales. In the second tier of the 
system, industry and othe r croups will 
be asked to provide the ir new s on in­
dividual tracts  within  areas as in the 
past . The reaf ter, an era ironmenta l 
stat ement  for the individual lease sale 
would be prepared,  as mentioned above, 
and if the sale is determ ined to be en­
vironm entally  accept »ble. the terms of 
th.e leases would be establ ished, ar.d the 
sale held. •

(c, The Depar tment is conducting an 
Inventory  and analys ts of existing  en­
vironm ental and socio-economic data  
The  CEQ repor t represents  a significant 
contribut ion to till* level of effort. Con­
tracts  have been entered into with uni-! 
versifies for more specific analyses cl 
frontie r areas such as th e North  Atlantic 
from the Bay of Fundy to Sandy Hock 
New Jersey; inc mid-Atlant ic, fron 
Sandy Hook to Cape Ha tter as:  the Scufr 
Atlan tic, from Cape Hat tera s to Cap* 
Canaveral: and the Gulf of Alaska, fron 
Cook Inle t to Unimak Island. The Ee 
par tment  has also cont racted for studio 
of sou thern California and is broadenin 
ar.d updat ing our information concern  
ing the Gulf of Mexico.

<d> The Secret ary of the  Inte rior  ha  
crea ted a Federal -Sta te Research Ad 
visorv Board which will advise on thi 
scope and conduct of baseline studies an 
monitoring program s for poten tial leas 
ing in frontie r areas  of the Atlan tic an  
Alaska. We expect to issue a number c 
con trac ts for base-l ine studies af ter  rt 
cciving advice from the advisors’ boan 
Representat ives of seaboard  Stat es h?/» 
been invited to part icip ate on the Eoai 
and o thers will be so invited.

In this  connection, the Departmei 
has  decided to proceed in nearly simi; 
tancous time frames with environment 
base-l ine studies on the  Outer Conti 
r.cnta l Shelves of th e Atlantic Ocean a i 
the  Gulf of Alaska in order  to cxplo 
furth er  the feasibil ity of oil and gas lea 
ing in those a reas. These  oasc-line stud! 
will cons ider weather, sea state , biolo; 
populat ions and  nat ura l hazards. Til- 
design will draw upon the  Natior  
Oceanic and Atmospheric A dminis trat. 
(MOAA). Bureaus in the Departm ent, t 1 
States, and the pr ivate sector. NOAA a 
the USGS have been asked to design a 
propria te studies for  the Gulf of Alar 
for early  consideration  by the Advise 
Board. Because legal issues may cle 
OCS development in the Atlantic,  i 
Gulf of Alaska may be the first front 
area in which an OCS sale could be he

The  Gulf of Alaska was identified 
the CEQ m its recent rep ort  as cue 
the fron tier  OCS areas  v.iih  the great 
environmental  risk. The studies  to 
undertak en arc  necessary to determ 
the  acceptability of leasing in this  a: 
The Department believes steps she 
now dc taken to prote ct the  option c 
sale in th at  area  near the  cr.d cf 1 
if the difficult environmental and  to 
nological problems identified  in th.e C 
repo rt can be satis factorily dea lt w 
Thc  Department lias  no inten tion  of 1* 
Ing anywhere  on the  OCS if it canr.o
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accomplished In an environmentally  ac­
ceptable way.

<e) The Depar tment Is now evaluating 
the Rasloility of requirinr  permitt ees and 
lessees to furnish the  £ ce re ary with copies of ail dat a obtained during off­
shore exploration and development for 
oil and yas. Notice of proponed rule m ak­
ing will te  published in the Fcruu L 
Kecjst™ for public comment soon.

(f) Officials of the Department of the 
Inte rior have been involved in a continu­
ing dialogue with cnvironsr.en-al organ i­
sations, representatives of indu stry  and 
othe r concerned individuals in an effort 
to ob tain the benefit ef their  views rela­
tive to the environmental aspects and  the 
oil and pas potential of the proposed ac ­
tion. Discussions have been held on the 
advisability of an OCS exploratory pro­
gram t hat  would furth er he lp to p inpoint 
the  areas  of the grea test poten tial pro­
duction of oil and pas. Thc.-e discussions 
have involved a number of alternative 
plans  which include: special limited lease 
rales in frontier  areas with a requirement 
for prompt exploration: leases for ex­
ploration  only; a Federal explora tory 
drilling piogram: and  off-s tructu re 
stra tigra phic  drilling by both private 
and public entities.

Persons wishing to express the ir views 
concerning the preparation  of an  en­
vironmental impact stat eme nt for the 
proposed program to increase OCS oil 
and gas leasing and the  o ther  unciertak- 

. Ings referred to  may submit comments to 
Director, Attention 730. Bureau  of Land 

: Management. Washington. D.C. 20240.
' . Gcor.cE C. Tvkcott.

Associa te D irector .
i Bureau  0 /  Land Managem ent.
’ Approved: May 12.1974.

Joins C. Whitaker.
Under Secre tar y of  t he  Interior.  
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BIMBO COAL COMPANY, INC.
. Petit ion for  Mod ification  of App licat ion of 
; Mandatory Safety Standard
i Notice Is hereby given tha t In aecord-
• ancc with the provisions of section 301tc)
< of the Federal Coal Mine Heal th and

Safety  Act of 19C9. 30 U.SC. 861<c)
• (1970), Bimbo Coal Company, Inc. has 

filed a petition to modify the application
j of 30 CFR 77.1605‘k) to its No. 2 Mine 
’ located at Hall Hollow. Buchanan 
: County, Virginia.
J 30 CFR ?7.1G05<k) provides as follows:

P erm s or gu a rd s sh all  be  pr ov id ed  on  th e
1 o u te r bank  of th e  el ev at ed  ro ad way s.

j The al ternate method which Petitioner 
proposes to es tablish in hen of the  man-: dalo iy standard  is as follows:

, 1. A dal lv  In *;K ct' .nn of oil  co r 1-h au llng
; veh ic le s tl ud l l>c n u d e  and  an y ck- fcc U dv - 
I le e tt d  Mudl be  co rrcc u- d be fo re  th e  ve hi cle 
I bi p u l In to  se rv ice.  A r ec or d of  th e  In sp ec tion

NOTICES

an ti  rep a ir  o n  ea ch  veh ic le  sfcr-.Il be  k e p t ar.d 
m ain ta in ed  bv  n s- :» >er .ror v o r. rl o v ce .

2. Hea dw ay  s n r l a r o  rh a ll  k?  k ep t fr-;» <•: 
de br is , excessive-  w.-.:<r an d  r::r»w a:.d  
a n d  n .a ln ta *’ie d os  fr ee  as prr et ic aC le  c f  
ir.-.f.ll d it ch es (wp.' .bh oa rd  e ff ec ts ).

3. A tr a f tc  sy st em  ifco ul d t e  pv.t In to  v.-e  
f<? th ese  re ad s re q u ir in g  th a t  th e  :»xl: -<l s e ­

n s e  o* ro a a s  re ga rd le ss  of  th e ir  d ir ec ti o n  
of  tr avel.

4. W arn in g  si gnal s sh a ll  be  post ed  de si g­
n a te d  curve®,  st eep  gra de s ? li tr e  tr u c k s  
y& iv ld  sh if t »o a lower  eear.  a n d  w her e rc.-.d- 
wa y»  a ie  re duc ed  io  c-r.c -la r.e  ir if ll c . S to p 
s:~; :s  sha ll  be  post ed  ’.. h e re  one ro ad  ir .t c r-  
te ct r.  a n o th e r.  g iv ir .?  m ain  hau la e*  ro ad  t r a f ­
fic  ih e  ri gh t- o f- w ay . S ig ns sh o u ld  a ls o  be 
po st ed  d esi gna ti ng  pas si ng  p ch it s.

5. Al l eq u ip m en t o pera to rs  sh ould  be  
tr a in ed  in  th e  v.*e of h au la g e  eq u ip m en t an d  
th e  s a fe ty  o ' ve hi cl es  o n  h a u la c s  roa ds .

6. All hau la ge ve hi cl es  sh a ll  have: 
la )  O ri gin al  m an u fa c tu re rs  br akes,  
ib ) Eng in e o r Jp.cc-bs bra kes
ic i Em er gen cy  (p ark in g ) br ak ing-  sy st em .
7. A deq uat e su ppli es of  c ru sh ed  s to n e  o r 

o th e r  su it ab le  m ate ri a ls  sh all  be  st ore d  a t 
st ra te g ic  ’oc a; ion s a lo ng th e  hau la ge  ro ads 
fo r u ie  w he n th e  ro ad  su rf ace  be co m es  sl ip -

*8 . A m in im um  w id th  of  30  fe et sha ll  be  
pro vi ded  and  m ain ta in ed  alo ng  tv o - la n e  
ro ad s,  an d  w he re  w id th s of  le>s th a n  30 
fe et  ar e pr ov id ed  and  m a in ta in ed . th e  ro ad s 
sh al l be  desi gnate d  os  s in g le -l ane  lo ad s.

9. On re ad s  t h a t  af fo rd  o n ly  o ne  tr c f .c  fane , 
a m in im um  w id th  of  10 fe et  sh all  be  m a in ­
ta in ed . w it h  pa sr -i nr  p o in ts  p ro vid ed  a t In te r­
va ls  o f n o t m ere  th a n  1.C00 f ee t;  If v is ib il ity  
is  c b ic u re d  bv  b ru sh  or  o th e r  m ate ri a ls , 
pa ss in g  p o in ts  sh all  no t be  m ore  th a n  500 
fe e t ap art .

10. W he re  a b ru p t drop -o .Ts a re  p re se n t 
■ long  th e  o u te r  banks,  su per- e le va ti on  sh al l 
be  pr ov id ed  to  c ause  th e  ve hi cl es  to  a ra v it a te  
to w ard  th e  hi gh?.a ll  si de  o f th e  ro ad .

11. All ru le s of  th e  ro ad  i traf fic  sy st em ) 
sh a ll  be  post ed  cn  th e  b u ll e ti n  bo ar ds  
th ro u g h o u t th e  m in e  a re a , and  su ch  ru le s of  
th e  ro ad  sh a ll  be  m ad e p a r t of  th e  tr a in in g  
and  re tr a in in g  pr og ra m s.

Peti tione r fur the r states tha t the 
alternative method outlined above will, 
at  all times guarantee  no less tiian the  
same measure o' protect ion afforded the 
miners at the Petitioner' s mine by the 
mandatory  standard.

Persons Interested  In this petition may 
request a hearing on the petition or fur­
nish  comments on or before Jun e 19. 
1974. Such requests or comments must 
be filed with the OiT.ee of lie-arinqs and 
Appeals. Hearines Division. US. De­
partment cf the Interior. 4915 V.'tison 
Boulevard. Arlington. Virginia 22203. 
Copies of the petition are available for inspection .at tha t address.

Jamis R. Richards.
Directo r.

Office o lH ea rin gs  an d Appeals.
Mat 13. 1974.
|F R  DOC .74-U 4S1 Filed 5-17-74.8:4$ .ml

(D oc ke t So. M 74 -1 01 1 
O. C. CO/.L MINE 4:2  

Petition tor Modification of Application of 
Mandatory  Safety Standard 

Notice Is hereby jtlven th at  In accord­
ance Kith the protlslons ol section 301

17779

<c> ef the f edera l Coal Mine H ealth and  
Safe ty Act of 19C9. 29 V.S.C. IC l'c - 
<15701. i i .  W. Weaver, d.b.a. O. C. C.-al 
Mine =3  has filed a petit ion to modify 
the  app’iesdion of 30 CTU 75.1405 to its 
O. C. Co:.; Mine = 2 located a t Gunnison. CiuGradn.

30 Ci R 75.1405 provides as fellows: 
Al l fc au lzze  e q u ip m e n t acqu ir ed  by  an  op ­

e ra to r  c f  a  co al  m in e on  or  a f te r  M ar ch  S'j. 
1571. sh a ll  be  equ ip ped  v .r .h  a u :  ,:.sa-.Ic 
couple rs  w hi ch  co uple  by  im p ac t a: .d  a r ..  
co uple  w it h o u t th e  necess it y  of  r.sr.-o ni 
SOUig tv -. v .« n  th e  en d s c-f su ch  equip :; :* r. :.  
Ail )iA-i l? .c eq u ip m en t w it h o u t au to m a ti c  
coup le rs  in  us e in  & m in e on  M ar ch  30. 2970. 
ih a l l  ai-io be so  e qu ip ped  w it h in  4 year s a f te r  
M art i.  3 0.13 70 .

Peti tione r seeks a waiver of the fore­
going safety stan dard lor  inc following reasons:

( ! )  P e ti ti o n e r  u ti li zes fo rt y  In ch  w ide,  c nc- 
to n  woc-den cars  i n  Il s m in t.  T he se  cars  c om ­
pri se  tw o ih re e -c a r tr ip s w hi ch  ar e haule d  
by  o n e -h a lf  In ch  ro pe cab le . T he ca rs  ar e 
man ue ve re vi  by  h an d  on  th e  su rf ace, and  
th ey  ar e  p u ll ed  in si de by  a m ul e.

(2 ) T he su b je c t ca rs  are  n o : uncouple d  in  
th e  m in e . The  uncoup li ng  ta k es pl ac e ab ov e­
g ro u n d  o: i a f la t su rf ace w hen  th e  ca rs  ar e a t 
re st .

(3 ) T he  s iz e and  a w kw ard ness  o f a u te m a: * .:  
coup le rs  w ou ld  cr eate  a sa fe ty  hazard . In  
ad d it io n , th e  In st a ll a ti o n  of  sa id  co up le rs  
w ou ld  pr ov e Im pra cti cal be cause :

(a ) T he cars  a rc  to o sm all  :o  accom m od at e 
th e  co up le rs .

(b ) P e ti ti o n e r’s pe rs onnel w ou ld  be un able  
to  m am ic ver th e  cars  by han d  on  th e  su rf ace.

(c ) I t  w ould  n o t be  po ss ib le  to  m aauever 
th e  c ars  u n d e rg ro u n d  b y m ule .

(d , T he m in e  will c o n ti n u e  to  p ro duce c os l 
fo r on ly  th re e  m ore  years.

i4 ) T he a lt e rn a te  m eth o d  will  a t ai l tim es 
g u a ran te e  no  le ss  th a n  th e  sa m e m easu re  of 
p ro te c ti o n  as  af fo rd ed  t v  th e  ap p li ca ti on  
o f th e  m an d a to ry  s ta n d ard .

Person - in terested in this nctit icn may 
reques t a hearing on the petition or fur­
nish comments on or before Jun e 19. 
1974. S: ch  requests or comments must 
fcc filed with the Oflicc of Hearings  and 
Appeals. Hearings Division. U 5. D epar t­
men t of the Interior. 4015 Wilson Boule­
vard. Arlington. Virginia 22203. Copies of 
the petition are available for inspection at  that  address.

Jame s R . R ichards. 
Dir ector,  Offic e of 

Hearings and  Appeals .
May 13. 1974.
|F R  D oe .7 4- 114C6 F iled  5-1 7-7 4. 8:4 3 am i

. |D ocke t N o. M 7 4 -I 0 2 |
O. C. COAL MINE # 2

Pet ition for  Modification of App licat ion of 
Mandatory Safety Standard 

Notice is hereby  given th at  in accord­
ance  with the provisions of section 301 
(c) of th e Federal Coal Mine Health and 
Safety Act of 19C9. 30 U.SC. CCl*c> 
(1970). II. L. Weaver, d b a. O. C. Coal 
Mine -2  has filed a petition to rr.odifv 
the  a’»r:te;-.:;on of 30 CFR 75.313 to ns 
O. C. Ccal Mine «2  located in Gunni­
son. Colorado.

20 CFR 75.313 provides In pert inen t 
pa rt ns follows:

FEDERAL HGISTEft , VO L 31 , HO. 98— MO NDAY , MA Y 20 , 19 74
1
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Question. The Council on Envi ronm enta l Quality recent ly completed an asse ss­
ment of leasing on the  Gulf of Alaska and Atl ant ic OCS area s. How will the  
Departm ent implement the  CEQ recommendations?

Answer. The Departm ent will comment soon on the  CEQ recommendations. We 
will provide a copy of our stat eme nt to the Committee as soon as  it  i s available .
Question. CEQ found th at  basel ine environmental  da ta and other da ta to 

assess  environmental impacts in new areas was non-existent. Is it  possible to 
acqu ire and analyze such da ta before 1975? If  not, how long will it  take?

Answer. The Departm ent has  ini tia ted  an environmental  basel ine and  moni­
toring study  in the  area of the December 1973 OCS Lease Sale Offshore Missis­
sippi, Alabama and Flor ida. In fiscal y ear  1975 baseline s tudies will be in itia ted  
offshore S. Texas, S. ■California, in the  Gulf of A laska, in the  Atlantic,  and will 
continue in the offshore Mississippi, Alabama, Flor ida area . The  gather ing  of 
baseline da ta  such as geologic, oceanographic, and biological-data, will be con­
ducted  over  a  2-year per iod. Monitoring of  ac tua l oil an d gas opera tions  will take  
place to dete rmine the  effects of these  a ctiv ities on the surro und ing m arine envi­
ronment. These environmental  stud ies are  long term. Definitive result s in terms  
of requ iring  changes in operations  and procedures are  not expected  to be forth ­
coming for  the nex t 5 to 10 yea rs ; some changes can be made within  a sho rter 
tim efr am e; however, the  discovery of tren ds in any changes in the  environment 
will requ ire a number of years  of moni toring to  assess adequa tely. The da ta to be 
collected in the  baseline studies will be of use in environmental  impact sta te­
ments  fo r any proposed leasing ac tions  in these a reas .
Question. CEQ found th at  the  Gulf of Alaska was the  risk ies t environmental  

area for OCS development, yet the Departm ent recen tly announced i t would lease 
there first. Wh at is the  basis  for this  decision?  Wh at stud ies or other assu rance 
does the  Departm ent have th at  development in the  Gulf of Alaska can be en­
vironmentally acceptable? Can these be documented?

Answer. The Departm ent has  no inte ntio n of leasing anyw here  on the OCS 
if it cann ot be accomplished in an environmenta lly acceptable way. Our recen t 
announcement concerning the  preparation of an enviromen tal impact stat ement  
on the accelera ted leasing p rogram indicated th at  the Gulf of Alaska  may be the 
first fro ntier area in which an OCS sale could be held. Env ironmental baseline 
stud ies will be ini tia ted  in the  area . We believe steps should now be taken to 
protect the  option of a  sale in that  are a near the  end of 1975 i f the  difficult en­
vironmental and technological problems identif ied in the  CEQ report can be sa t­
isfactor ily dea lt with.
Question. Wh at is the  exist ing inspection  force for regu lation of the OCS? 

Is it presently adeq uate? How is it  tra ined? Can it  be increased tenfold by 
1975-78 to thoroughly  inspect increased operatio ns?

Answer. The exis ting  inspection force, which is composed of techn icians who 
make daily  inspections of OCS drill ing and production  opera tions, numbers 43. 
The adequacy of this  number can only be determined when compared to a 
desired goal. This number should be adequate for the  curr ent requ ired inspection  
frequency outlined for both the Gulf of Mexico and  the San ta Ba rba ra Channel.

The inspect ion force is tra ined in a three-phase program. Fir st,  the  technicians 
are  familiarized with these  duties through on-the-job tra ini ng  by accompanying 
experienced techn icians on regula r inspections. Afte r obtaining background in 
the  equipment and procedures,  the  technicia ns will take a 40-hour course in 
OCS orders and regulations presented by engineering specialists  and senior  
technic ians. This  course presents the  theory and  rationa le behind the  orders 
and regu lations and presents  the techn icians with  insight  as to the  importance  
of various safety  and antip ollution components. The techn icians keep up to 
date with  new equipm ent and  procedures by atte nding  industry , university, and 
manuf acture r sponsored schools.

The inspection force has  been increased  sixfold since 1969. However, it  may 
not be necessa ry for  an addi tional tenfo ld increase by 1978. Although a tenfold  
increase ip leas ing may tak e place dur ing this time period, a tenfo ld increase 
in the number of production platforms , is not anticipa ted.  An increase in drill ing 
operations  is expected  and a gradua l increase in the  number of production 
platfo rms.
Question.  Can each tra ct  prior to leasing be given adeq uate  environmental  

evaluation , including dra fting  of envi ronmental protec tion stipula tion s for  each 
lease?  Can th is ca pabi lity be increased tenfold  by 1975?
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Answer. At the  present time, an enviro nmental eval uati on is conducted for 
each tra ct  in a proposed lease sale  and is contained in an enviro nmental ma trix  
in each individual sale stateme nt. If  the  anal ysis  indicates th at  the leasing of 
specific tra cts  poses high hazards, special stip ulat ions are  recommended to be 
included in the leases. At such time as the Secr etary  decides to hold a lease 
sale, such stip ulat ions may be and have in the pas t been included in the  leases. 
In conjunction with  the accelerate d progra m, our  s taffing is  increasing to  accom­
modate the  necessary’ environme ntal analyses  which must be conducted.
Question. The pres ent management  system is designed and staffed for leasing 

1 million acres  per year, prim arily in a relat ively  well known region—the  Gulf 
of Mexico. Is it  rea list ic to assume th at  within 1 yea r you can gear  up to lease 
10 million  acres,  much in undeveloped regions ?

Answer. In order to car ry out the increas ed leasing  program, the  Geological 
Survey as well as oth er involved bure aus will draw upon the  experien ces of 
its offices in the Gulf of Mexico area and in Wash ington  to tra in  new personnel 
and form the cadre s for leasin g in fro ntier areas. While we realiz e it will be 
a difficult job, we believe we can gear up to cope with  the problems.

Mr. Yates. Suppose we call this the end of the meeting. Thank you very much.
Mr. McKelvey. Thank you, sir.
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