
DIGES~ ~ NO CIBCULATIOl\: _ ,9} I~ )t1 

COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON. D.C. 205C8 

() 
B-U6601 

The l1oaorable 'Beu7 M.· Jacbeat . Cbairman 
eo-1ttae OQ Interior mo luular Altaira 
Utdtad Stat .. Saute 

Dear 1fr It Cbta:l.J:1IaIl: 

JUL ,. 1974 

'llda ta 1D reapor&M to "out" requut that we review tile -.tten 
outUM4 in tbe r.JOr~ of March 1, 1974) fra the Uader Secretary of 
the Interior to the ~ .. ident of the Senate eon.cera.1q the appl1eat1cn 
aubldtte4 to the Department of the I!.tterior (Interior) b1 t1nton 011 
ec.pay of Cal1tom1a (tfIl101l) for c:ndit apiut fut .... royalty pay
MIlt.. Your reque.t also &11ti~tpated our rev1av of the Aet1q See
r-cary t. rupoue to the addlt1ooal. questions· .. wed by 70U COIlCeft
inC tbe bu1a for Interior'. detem1D.at101l that UftioD wu entitled. to 
eredit totaUllI 4799,747.86 for oyarpayDht OIl eartd.c. Oute" Conti
aental 1b_1f (OCS) 1 ....... 

'lba claiMci ove~,..t. allegedly reprueace4 ace.. royalty 
PqMDt. that Vn1oa. 1184. on C&J:tain .pee!f1.. ees 1.... durhg the 
per10cl fr. July 1 t 1966, to December 3, 1972. 'rior to approval of 
the Unit Ap' .... t oa lfovohr 15. 1973, the lad.rat and State leases 
were erllditu with approxUsat81y 98 perullt &1l4 2 pel'eent respect:l. vel,. 
of the total gaa proclu.ced. wbereaa the Unit Aar ... t proridea for an 
allocatiQD 01 96.5032 perceftt to six Federal eel 1e8sea aod 3.4968 
percent to fOUl' Lou1a1ana Seate lAue. retroactive to July 1, 1966" 
ConnqaeaUy. Irlt.rio~ dete.ndned that Bftion 1. ant:ltlecl to credit 
for nup.~t. ada to the lh1ted Stat.. OIl the lNud.. of the oril
inal alloeat1C1l, althoush thaton f

• httial requut fo~ a refuad of 
$852,197 .. 61 Val reea1cul.ated by Interior awl· reduced .to the prueat 
WII of '799,747.86 •. 

Aa atated 18 the UDder Secretary'. latter of Hareh 1. 1974, 
lectioa 10 (a) of the Oute1: Cout1uatal Shelf Lan"_ Mt, -tJroveei 
Auguat 7, 1953. eh. 34S, 67 Stat. 469, 43 U.S.C. 1339(a).Y'utborize8 
the Secret"l')' to repay amouoU paid in COlUleCt1ort with. 1 .... 
1 .... uaar the Act vha he aete'tlld.nea nell ,.,..t to have beea 
111 ace.. of the amouat the 1 ..... W48 lawfully required to pa,., . 
prori4ed that the rect-t for YefUDd 1. filed wltbiD two ,...rs of 
the date of p.,..t. Utbouah the latter proriao ldgbt ... to 
bar allowace of that portion of Union'. e1aill rel.aUq to p.,..t8 
1U.d • ..,ft tban two yearaprltn to July 27, 1973. tha date thU.oa 
-ppUN ~,r the l'efua"end:lt. our dedsion of Novaber " 196.5. 
1-1.56603,~ _upporta • c:ontral'7 renlt. 
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In that ca.. the Interior Dflpartmeut had determined that several 
oil cOlllPaaiea vere entitled to refund. OIl account of exce.p royaltY 
pa".-ca aade UDder cel'ta1u: ·OCS oU 1easea •. '!he claf.aed refunds 
relatad to royalty pa,..nta 1Iad.e by tlM::ccap.ea under protest 
a¢D8t adId...u.trative 4etemnations that no dectuc~0D8 for barging 
coat a trOll the 1 ••• 01". royalty iatereat ·WOUld lKs pei'a1tcecl iD caa
put1nl the royalty that was due. Tbueaftu, the Int.~r Depart
ment concluded that reaaon.able baqiq e~t9 eOuld, 111 certain d.~
cUidCaDCd. be eoa.aUered for purp08d of cOlIpUtUa royalt1.. due 
the United Stat... Witb1n two years thereafter one of the companl88 
8ubaitted .. clai1a for twa refU1ld of the resultiq 8XC488 royalty 
paymeJlt., althouah theae payaenta ware orig1.na1ly JUde more than 
twO year. prior to aubmissiOll of the claim. In that ded.a1on we 
.aid the foUow1n& 1D. regard to tba two-year liraitatton~ 

"The 0111,. other "pact of the Phillips ela!a wb1eh 
bears further cosaeut 1s the fact tha~ it wall not sub
att_ until January 26,. 1965 t covering excessive rcy-
alty pa,..ta duriq the period October 1956 to April 1960. 
Aa Y01l bow •• ubMction 10(a) of the act requires re
quest. for r.pa~t of exce •• ive royaltypaymeftta made 
to be fUecl v1th:Ln two yeara aftar uldns the paJl88nt. 
While it thua lI1&ht be _ageated tba~ the claim 18 
barred by the .tatutol'1 two ,ar l.Ud.tat1on .. wuld. 
not be incl:1raed to queation the refund ,.inee the 
1'41t1&1 ,.,..nta to which it relate. vere pdd CIVeT & 

number of years un4er prot.at and the ela1ta yea. 111 
fact. filed v:1tb.1tl two ,.ean f:rom the date of. the 
clapartaantal determiDat1O'a under which 1 t beeame 
allowable. Koreove:r, we undentud that the roy.lty 
p.,...ts auhjeet to p~te.t on the bargifta coat 
qua8tiou were held 1n ."apeu. by the Department and 
not treat ... as earned durins the 1ellltity period.keD 
for ultlute resolution of the _tter. t'J 

the priury but. for. the concl.U1.01l re.aehed in our deel.1ou of 
!icyemher S. 1965, thua was the fact that the c1ata w.u filed within 
two )'earl of the ute UPOD wh1eh it could first be determined that . 
azcu. royalty payments had. in faet. been made. S:1m11ul" in the 
instant caee Unicm. t. application was filed within two yeaH of the date 
the Unit Aar .... at vas approved, and it was only at this time that the 
I.JIOunt or, for that at.ter, even the existence of an overpaYD*1tbe
etaDe known. 

eoo.8equntly. in view of the information contaiMd in the Under 
~.t.r1'. latter of Karch 1, 1974. we Me no objection to the Under 

retar.y'. deteraiaatlon that Union is entitlad to $779.747.86 as 
credit agatut future royalty payments. 

- 2. -



i 

&-156603 

.. resana ouwr un. of the Aet1n8 Seere-tuy'. ftlIpo!'1H ~o the 
four .... ttoraa _ ..... tly d1n.cbMi to hi1a~ .. have intottally Hen. 
~ chat bo~ 7'OU and rout Condttee an iat.en.ttld oaly in OV 
1Jl&l"~ of the la.at iIf ... invol1t8d" a. oppoted t4 • full' ~ev1_ 
which wu14 lDc1u&a our 1ndepecclent ftft1f:1cat.i01t .f the act.l 
~Uar ..-t ... wU. Th.r.fore. ftI' aul18U t. l.D.1ted to the 
Actina SM ... c.aI.'1' ... upon .. to qutt8t.1cm 2 -.h1ch 18 atated: tn JOUr 
1.t~.r of Mank 13. 1974. as follows: 

~'Wb&t is tu authority for III&ktq the &11DcatiOft 
ehMg. ~.troacd..,.' 'Wh, dtd you ,,"ide to apply ~'a.e 
chap pcnact1. .... 1yrt 

Altboup tM .kt1atc Seenta"" t. "",0118. tbanto traata the Cluatltion 
a. baY1Dc no dist:lact. puts rectulftq two "PUA'te ~, WI' .. 1-
y.ta of the lApl1a_ 1nyo1"ed coaaiden the uttar ... vbole t s1ace 
tha baaia for: the ~ to .,,11 the chan.. ra~mact1"'l, ta eloM1, 
related to ad Mpe:Met opou' the 1Aaal .1ltbor1ty fo~ 40taa 80. 

8eeC.toa , of the Outer Cont.tn.ta1 SheU l.aud.II Act ... 3 U.S.C. 1334.V 
.tatel the fol.l.Gv.lDa 1.'A hPori to i1dt .3I' .... t ... the reduction of 
reat&l. 01' n1a1tiM: 

"tithout 1Jsd.t.t.as the ... ~a11t1 of ·the fONlo1DS 
pftJriatou 01 thta seet'1oc. tbf, wul ... d 'I'a&U1atiou 
p~ 1»)' tM Secntarr tblnuader ..., ,n¥tde fm: 
eba _tl"M"t OT ftUnqui"'t of lea .... fe the 
aa1a 01 rG1a1~,. oil aaci ... aecin1na 01' iUernct to 
the UdhcS .tatu at _* .1au thla _Tkat val_. ADd, 
1.:4 the iatenet .f' COJ!lNl'fttiOn. for aitu.ttoD, 
pooUq, ddl1 illl .aare-ace» __ eat. ef opera~ 
or pn4taot1ea. l'Mllctloa 0' natalM Of' fO)"al,tJ.q. c.
,...t:01.7 roralt1 qneaeatat iJUbeul'face _tn... of 
oil 01: .U ill ., ot saU' ..... "pd 1a.u~ aad 4rUl-
1q ot other eU •• 1Dttl MeUau7 fOT ope"at1Ou or 

I 
productioa. J. 

Alao, ... tate4 ill the A4t1a& Seel'etuyt. ~. lOt.'.I.. 25O,50Y 
\ prOridaa .. foll ... in repri. to UDttiutiOll. poo11a&, aado dl"Ul.1Da 
( lare...nca, 

I "Suc.b alfteMttU .. ,. he initiAted by 1& ..... O~ 
-n m the Utlhat of COZUJenat1on the)' an d.emed 
.,... ••• Y1 t1ley .. ,. be nqu1~ecl by tu Db.tOE." 

Tb. AcUaa .creta~".I. l'uponM to ,ue.tion 2 aUo eeatained t.he 
fo~ ftUxpU fn. the l'ICDrAl1d:uQ aatad Nay 15.1912. that .. 

I ~tt. bJ the Auiataat SoUci~Of. JUurw Divi.loll 01 Pu)Uc La.Qdf 

~ to the 11alt A&ft .. nt in queatloa: 

, ' -3-

~
~. I / 

~.'.:.". . \. - . ;'.. . 
;~.; ,. .~. I ! :;' 
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Utn hi. lett.r of Hcch 29t 1967;11 tb.. SuperdaoT 
act_ respondbl,. 111 the 11ltereat of coaaenat!aa. 
M 1ncU.eatad ta the tJnioll...pan Aler1cal lattu of 
,.bnuy lOt 1M7 •• * • the pnbla of 81locad.n8 
product1OD equitably betwea two operaton 1u tba 
_ fleU with .uti,l. re8ervoira •• Utaa gu to 
twO traue .. loo capan1e8 with diff.hIlt" eapad..t7 
n4Ulraaeata. a1id with ~w gOftl'lWleDh :involVed 
wlth the nyalt'1. 'Dad reaebed :bapo .. 1bl. proport.iOlla. . 
Althouah the "n"wOi~. involved atended onto tIt.i 
state 1...... * • • there vas w.ty 11"ttle product1.ol\ 
frea .tate laue vella UDtil 1966; where done" 
tome!' ata'e luaa had ~ proc!uciDl ccnUnuous17 
.inca 1960. 70 avoid a eoatinlMld ~ty to the 
.tate 1e&IIu v1th addJ.t1oaa1 Federal 1 .... - COId.n& 
011 .tna (July 1, 1966), ad to noid the drl,111Da 
of uuaecdeU'J vella Oft the "State 1.-_ f the State 
of Lou1atea ape'" 1st principle to UJdt1sat1oa _d. 
to Che ratroacU". prori.eioD. 

"A proeean of a1loc;aticm .. set-up 1ft 1'967" to 
proportioDacel,. equate the 1 .... O1ID.eahip. throup 
'tUerYO:ln .. aa1u uade~ thI. State's .uowable 
'Jlt-. but the proce.!ura couU DOt talta 1uto actCCNat 
the pr_leaI of State-Pedera1 .quit1 caused ~1 c .... 
petit1:n naenoln 1iIt.t Cm-iq18d ....uftMnt. 
VerT basleall,. the reaaOD for unidutiou. vas to 
p~ld. equity 8IIOl\I the panle:lpat. nth ainbmt 
CO.tII and. the reuoa tor the tetroaeUw feature 
wu to eorreet the srosa fA~ity wb1ch" MaD wea 
1arp .... t. of .. r.ct.u1 1 .... ~oduc:t1on cae 
OQ .tna hl, 1. 1966, _4 coul4 aot he prorated 
v1tbout affldq the ._ utdtuation date. tt 

Iza 'ri.ew of the broad .tatutory author1t7 tlaa $"retuy po.ae .... 
tttla IUpeet to the appftftl of unit ~t. j and .:00146&1 1M 
~tecl jutU1catioa for the dee1doa. to approve the V.ndIt_ 
~ 14 Vadt Apl._t "troaetift to Jul.y 1, 1966. va wou14 not 
.... tt.ea the Yal.Ull,. of tha thdt Aar ... t or 1.bI ntroacti .. ,nriatoa. 

2~OITl.irlfI .. r "{o 2:iTU'JATa 
gjfi9~£~q v.1!syo2 

lr~tra l.sJtlS!%.1:JfiOJ 'Is:1u{) 
;;:blo.rf92s9! 11:0 

~Q.NP!P E7~ ... STnT! 
CoIIp~~r . Genen{' "" 
of 'tM Uaited States 

.. s -
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