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COMPTROLLER GENEFRAL OF THE UNITEP STATES
WASHINNGTON, DG, 20048

" B-~146333

The Honorable Henry S, Reuss

Chairmon, Conservation and Natural
Resources Subcommittee

Committee on Government Operations

House of Representatives

Dear Mr. Chairman:

In response to your letters of July 9, and August 14, 1973, and
in accordance with agreements reached with your office, wh1ch sub-
stantially modified your August 14 request, we are furnIshlng (1) our
comments on the Department of the Interior's reply to you on certain b
‘matters discussed in our report entitled "Improved Inspection’ and
Regulation Could Reduce the Possibility of 0i1 Spills on the Outer
Continentnl Shelf (B-146333, June 29, 1973)," and (2) certain data
relating to Geolngical Survey's admxnIStrat1on of the OQuter Continental
Shelf (0CS) o1l and gas program.

COMMENTS ON THE REPLY OF THE .
DEPARTHMENT OF THE INTERIOR

The Department's August 3, 1973, reply to you indicated that it
has taken or plans to tike actions which should be responsive in imple=-
menting our recommendations and suggestions of the Environmental Pro-
“tection Agency (EPA) discussed in our report dated June 29, 1973.

The Department's reply indicates that two of our recormendations
have been implemented as follows:

-~Survey Gulf Coast personrel have been reinstructed to apply
the prescribed enforcement actions for all v10xat10ns N1ess
~deviations have been author1zed .

~=Instructions were given to Survey Western region (formef1y
Pacific) personnel describing the conditions under which they
?th1d1h§]t all or part of the operations on a platform
shut~in

We were advised by a Survey official that our remaining recommenda-
tions concerning establishment of a realistic policy on inspection
frequency, establishment of a formal inspection training program, issu-
ance of inspection instructions for certain operations not now covered,
and regulation of certain operations having pollution potent1a1, and
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one of [PA's suggestions concerning improved preventive maintenance by
lessees wou]d be implemented by June 1974,

The Department's positions on the remaining two EPA suggestions,
concerning the need for more OCS inspectors and lease prov1s1ons on
spill prevention and contingency plans, are discussed in the hext sec-
tion.of this report.

OTHER MATTERS ONCERNING
"SURVEY'S AUHINISTRATION
OF 0CS PROGRAM

You requested that we furnish data on several matters relating to
Survey's administration of the 0CS o0il and gas program. The following
data is furnished in accordance with your request, o

Survey's estimate of
_additional inspectors needed

: Regarding the adequacy of Survey's insp-<tions discussed in our

. report to you, EPA suggested that the number of inspectors in the Gulf
“Coast region may have te be increased. You requested us to obtain from

. Survey an estimate of the number of inspectors and the funds Survey would:
need by.the end of fiscal year 1976 to provide an adequate Gulf Ccast
1nspect1on force, You also requested us to determine the basis for Sur~
vey's estimate and whether it took into consideration our recommendation
that Survey establish a realistic policy on the frequency of inspections
lfor each type of OCS operation.

During riscal year 1973, Survey's Gulf Coast operations were carvied
. out by staff from three district offices which had a totual operating
expense of about $1.9 million and which had 37 inspection and 17 support
personnel. Six piloted helicopters were leased to transport the inspec-
-tors to the sites where the inspections were to be made. :

Survey estimates that by 1976, with interim increases during fiscal
years 1974 and 1975 and without any budget limitations, its Gulf Ccast
operations will have to be carried out from six district offices «t a
total operating cost of about $4.6 million. The district offices will
require about 78 inspection and 48 support personnel and the leasing of
12 piloted heliropters. Survey's fiscal year 1974 and 1975 budget
.requests included funding for a total of 40 additional inspection and -

- support personnel The reguests included funds for.salaries, contract -
helicopter serv1ces and related overhead costs.
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An analysis of the estinated fiscal year 1976 operating cosis as
compared with actual fiscal year 1973 operating costs is as follows:

Actuyal Estimated " Increase
fiscal year 1973 fiscal year 1976 over 1973

Personnel and

overhead $1,080,000 $2,520,000 $1,440,000
Contract F~Ticopter

_ service 790,00¢ 1,800,000 1,010,000

Field communications 36,000 150,000 114,000

Office space : 43,600 176,700 128,100

Totals $1,954,600 - $4,646,700 $2,692,100

A Survey official stated .hat the fiscal year 1976 estimate is
based on two inspections of each well being drilied by ? mobile rig,
semiannual inspection of all major producing structures', inspection

_ as needed of other structures which Survey has itound to have had the

greatest number of problems, and inspection of minor platforms every

16 months. The offici.| also stated that the fiscal year 1976 estimate
provides for additional inspectors to keep pace with the Bureau of Land
Management's accelerated 0CS leasing schedule and with increased opera-
tions on existing leases.

A Survey official told us that the estimate of fiscel year 1976
staffing needs was not based on GAO's recommendation of estublishing a
realistic poticy on how frequently each type of Gu§ operation should be .
inspected because the inspection frequency by Survey is- presentiy under -
study along with the feasibility of self inspection by cie OCS operators. .
A Survey official further advised us that once Survey is able to com-
pletely determine the desirable inspection frequency, it will be able .
to determine the GuTf Coast staffing needs in accordance-with GAO's
recomnendation,

1 structure which contains producing wells and production equipment

and is equipped with a heliport. Survey estimates that about. 800 of o

the total of about 1,970 structures are in this category.
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EPA suggestion for inclusion in OCS

regutations of specific provisions
for oil spill prevcntion

In commenting on the adeguacy of Survey's regulation of OCS
aperations in our report to you, EPA ¢iTicials said that they were
not completely satisfied with the 0CS reculations. They suggested
that more speciific provisions could te written into the lease
agreements regarding svill preven*ion.and contingency plans in case
of spills.

In his reply to you, the Secretary stated that a special pro-
vision on the timely availability of containment and clean-up equip-
ment in the event of an 011 spill was included recently in certain
Gulf of Mexico 0CS Teases, You questioned why Survey had not placed
this special provision in the OCS regulations, especially, since a
lease agreement cannot be reviscd during the 1ife of the lease
except through the revision of the 0CS regulations and orders.

Survey 1is responsible for issuing OCS regulations and orders.
The Code of Federal Regulations (30 CFR 250.43) contains a provi-
sion requiring the lessees to contro? and remove all pollutants
caused by their drilling or production operations. Survey issued
0CS Order No. 7 on August 28, 1969, to implement the regulation ‘
provision., QCS Order No. 7 requires the operator to take immediate
corrective action when pollution has occurred, to have pollution
control equipment available and to have an emergency ptan for
initiating corrective ‘action to control and remove pollution. OCS
Order No. 7 does not define immediate.

The Bureau of Land Management is responsible for the wording
and execution of OCS leases. A Bureau official advised us that 18
Gulf Coast leases issued during November 1971 and December 1972
contain a special provision which requires that the lessee maintain
or heve available under contract, adequate oil containment and
clean-up equipment at a readily accessible site. The ‘ussee must
generally have such equipment in use at the site of the oil spill
within 12 hours after notification of the occurrence of a signifi-
can 01l spill. The same special Tease provision was included in
all the leases involved in a December 1973 sale,

A Survey official advised us that prior to the next lease sale,

- Survey and the Bureau plan to review the difference between 0CS

Order No. 7 and the Bureau's 12-hour lease stipulation. He stated
that based on this review the lease stipulation or the 0CS regula-
tions will be revised to eliminate any conflicts found, and wiil
prq¥4de for adequate control of the containment and cleanup of oil
spills. '

-4 -
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Availability to the public of
notices of hui.orallance

Concerning the availability to the public of notices of
honcompliance issued to OCS operators for violetions of the regulations
and OCS orders, Survey officials advised us that the agency has not in-
formed the pi"Tic of the violations but that such information is avail-
able on requrst. The 0CS regulations do not prov1de that the notices
will be available for public inspection at specified locations,

Survey offictals believed that it was more important ..r the public
to be aware of how effectively the UCS program was being carried out
rather than publicly disclcsing the individual notices of noncompliance

- which contained technical information, and therefore would not be of
. interest to the public, At the request of the Director of Survey, the
National Academy of Engineering established a committee to review OCS
_ operations on a contiruing basis to identify 'eaknesses and recommend
corrective actions, The committee will meet at least twice annually
to reriew the work of its own panel studies of 0CS operalions and to
'develup findings which we were advised, will be made available to the
public. The conmittee held its first meeting on July 31, 1673, L e,

Survey procedures for fining violators
. : REERACE B
Section 5 of the OCS Lands Act makes any person who knowingly and *

~willfully violates any of the Depariment's rules or regu]atTons on 0CS .
operations subject to a fine of not more than $2,000 or 1mnr1sonment for'-“-r i
not more than 6 months, or both. The act provides that eac! day of a

violation shall be deemed to be a separate offense. He noted inouwr .. .u. -
" report to you that the authority to fine lessees has been used only B

once~~in 1970 when nine 011 companies were fined a total of $2,358,000 o
for failing to install required subsurface safety devices, RS A

. You requested information on the procedure established by Survey .
. for fining violators of OCS regulations and orders and the extent to o |
- which the procedure had been used to recomnend fines.

A Survey official advised us that there were no written procedures S
but that the following procedures, which had been communicated orally RO
' to the inspectivn staff, should be followed by Gulf Coast Survey in-
. spectors in recommending a fine. A Survey official informed us that _
_the procedure will be issued in a written format. o

~=The inspector should fully document the case by obtaining
evidence, photogi:phs, and possible witnesses when he believes
a fine is warranted. The inspector should discuss with the
~ District Engineer the reasons why he believes tha lessee
" should be fined.
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--Althourht the District Engineer may disagree with the
inspector's judgment, he is required to foriard a memo-
randum to the Regional Qi1 and Gas Supervi:or with his
recommendation as to whether the lessee should be fined.

~-The 0il ¢-d Gas Supervisor should forward the District
Engineer's recommendation along with his own evaluation
to the Chief of the Conservation Division at Survey
Headquarters.

"+ ==The Chief of the Conservation Division should forward the
related documents with his recommendation to the Department
Solicitor's Office for review. If, after reviewing the case,
the Solicitor's O0ffice determines that a knowing and will-.
ful violation has occurred, the case is then forwarded to
the Nepartment of Justice for final action., If the °011c1—
tor'. Office determines that a knowing and willful violati

. has not occurred, the case is closed or other appropr1atp

BRI action, such as the issuance of a warning letter, is taken,

~51#$\.hwup Survey officials advised ug that during fiscal years 1971 and 1972
no 'rec¢ulimendations to fine were made by any of the inspectors in the

i, three GUTF Coast district offices. On September 17, 1972, the Director
o0 nef Suovey issued a memorandum which reemphasized the penaTty provisions

. of the OCS Lands Act. Subsequently, four recommendations to fine were

i made. As of Junuary 1974, two of the recommendations had been closed

“because the Solicitor's Office determined that fines were not warvanted,

. one recommendation had been returned to Survey for additional informa~
‘=Ig1on, and -une recommendat1on was being considered by the qohmtor s

i ffice. ' :

A Solicitor's Office official said that the Department does not
. recommend the amount of fine. The amount of the fine, if any, is
Qeterm1ned by the United States District Court, - :

Need for lessees to request an inspection
o 1 . 0CS Drder No. 8 requires sach lessee to request a complete inspec~
tion of a structure by Survey when production begins and every 6 months
. thereafter to insure that the Tessees comply with all OCS orders regard-
Cm Tt dng safety systems.  You asked us to discuss with Survey officials the
need for lessees t¢ request 1nspections and the reason for wording the
OCS order in that manncr, '

Survey officials could not satisfactorily explain the reason for
wording the OCS order in that manner. However, they informed us that
they are proposing a revision to 0CS Order No. 8 which would eliminate

' th1stword1ng and require the gperator to be ready for inspection at
any ‘time,
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Follawup on certafn matters from
the "Ouiir Contirdntal SHETT Lease
Mdnagument study”

You requested that we followup ¢ certain mattars in the 0CS
Lease Vanagement Study report of May 1972 and obtain additional data
“on (1) Survey's use of punitive shut-ins; (2) the basis for the study's
gas flaring revenue loss estimate; (3) Survey estimates of oil and gas
revenue lost because of metering at the sales point rather than at the :
production point, Surv-y's estimates of the addsd cost that metering
at the production point would impose on Survey and industry, and Sur-
vey's views on the effect of a proposed 0CS order on gas flaring; (4)
a gas iine rupture described in the study; (5) availability of the
. study to th: Federal Trade and Power Comm1ss1ons, and ( ) the status
of study recommendations,

Use of punitive shut-in

You requesicd information concerning (1) whether Survey was using
punitive shut-ins, (2) the 0p1n10n of Interior's Office of the Solicitor
on the use of punitive shut-ins, and (3) the difference between a puni-
tive shut-in and the type of shut-in now utilized by Survey.

We were advised by Survey officials that they do not use punitive
shut-ins as a meanhs of enforcing OCS reculations and orders, In an
April 27, 1972, opinion, issued by the Department's Assistant Solicitor-
Mincrals, D1v1s1on of PubTic Lands, it was held that a punitive shut-in
was not permissib1e under the provisions of the 0CS Lands Act. (See
enclosure L) '

Survey presently shuts in all or part of the operations on an 0CS
structure until a violation noted in an inspection has been corrected,
The punitive shut-in would require the OCS operator to halt operations
for a fixed tine period even though the deficiency may have been
corrected prior to the expiration of the stated time period.

Lost revenye from
gas flaring

The OCS Lease Management Study report stated that during January
1968 and January 1969 nearly 8 biltion and 4.5 billion cubic feet of
gas, respectively, were flared from Federal OCS leases ‘in the Gulf
Coast Region, Projecting this on a 12-month basis, the report esti-
Tated a royalty loss of about $3 million in 1968 and $1.6 mi1lion in
969
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A Survey official acvised us that the 1968 estimate for the 8
billion cubic feet of flared gas was prepared by an oil company
employee acting independently of the oil company by which he was
employed from available production data and was supplied to a Survey
official. The data supporting the estimate consists of a list of
operators by area and the amount of gas flared by each which tot s
8 bi1111on cubic feet. Ve were unable co verify the accuracy or com-
pleteness of the data, however, because Survey officials could not re-
call the name of the individual who had prepared the data.

The study states that the January 1969 estimate was obtained from
Survey. Survey officials, however, were unable to locate the support-
ing documentation.

Metering at the sales point

According to the 0CS l.ecase Management Study losses due to spills,
fires, use by lessees and flaring result in a significant amount of
royalties on 0CS o1l and gas production not being collacted because
royalties are determined at the sales point rather than the production
point,

Based on Survey statistics, revenues from these sources 'uring
calendar or fiscal year 1972 could have amounted to the fo]jowing:

Barrels Cubic feet Estimate of
Type of loss of oil of gas ‘royalty income
Spills and fires 1,900 - 29,400,000 $ 1,900
-Used Lo improve o ' ’
recovary of oil .
(reinjection) 52,200,000,000 1,897,000
Other uses by Tessees 35,100,000,000 _1,276,600
| $3,174,5002
Gas flaring " 66,106,000,000  $2,402,300P

dcalendar year 1972
bFiscal year 1972

Metering of oil for about 800 major platforms is now performed at
60 locations; metering at the production point would requira it to be
performed at 800 platfoi:: Tocations., Survey estimated that it would
cost about an additional $729,000 annually to determine royalties at
the production point for the Gulf of Mexico OCS area. The estimated

cost includes the salary of 23 people, transportation and related office

-1 -
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. expense. We were advised by Survey officials that they did not have
data for determining the additional costs 1ndustry would incur if
Survey 1cquired metering at the production point.

The standard oi1 and gas leasc v-ed by Interior provides that
royalties cannot be colle-ted on oil or gas which was unavoidably lost,
0i1 and gas lost in spills, blowouts, or fires have in the past gen-
erally been determined to be unavoidable Tosses and not subject to
royalty collection,

The standard Interior leace terms exempt from royalty collection
gas used for reinjection purposes., Survey officials estimated that
between 50 to 60 percent of the gas used to improve recovery of oil by
reinjection will eventually be recovered. They also estimated that as
a result of reinjection of gas, about an additional 5.2 million barrels
of otl were produced on which the Federal Government collected about
$3.2 million in revenue.

Survey's analysis of the gas flared during fiscal year 1972 shows
that about 12 percent was flared because it was uneconontical to recover,
about 562 percent was flared while awaiting the construction of a pipe-
Yine or the installation of other recovery cquipment, and about 36
percent was flared during tempo:ary emergency situations such as equip-
ment failures. Such use of gas has in the past been considered an un-
avoidable loss not subject to royalty collection,

. Proposcd 0CS QOrder No. 17, as published in the Federal Register on
July 5, 1973, would permit flaring of gas that is uneconomical to recover
for periods not exceeding 1 year in instances where iic operator (1) sub-
mits to Survey a geologic, engiteering, and econumic evaTuat1on support-
ing the claim of uneconomical recovery, and {2} obtains Survey's approval,

The proposed order would continue to allow gas flaring during
temporary emergency situations, such as equipment failure, without Sur-
vey's approval. The order would also require Survey's approva1 for gas
to be flared while awaiting the construction of a pipeline or installa-
tion of other recovery equipment. The approval could only be for periods
not exceeding 1 year and could be given only after the operator has
initiated positive actions which will eliminate the gas flaring.

Survey officials told us that they did not have a sound estimatz
as to what effect the proposed 0CS Order No. 11 would have in reduring
the amount of gas flared by OCS Tessees. A Survey official advised us
that it was Survey's intent to eliminate gas flaring where it will ulti-
mately result in a greater loss of equivalent total energy than could be
produced if gas flaring was allowed.

Survey officials advised us that the Office of the Solicitor was
- studying the circumstances under whirh royalties may be assessed on

-0 -
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oil and gas {est in spills, blowouts, and fires, including the
necessity for determining negligence or avoidalle waste. We were

also advised by a Survey official that the issue of collecting roval--
ties on flared gas was being studied by the 0ffice of the Solicitor.

" s line rupture

In discussing the 1oss of production and royalties from 0CS
operations, the 0CS Lease Managemuvnt Study cited one example where
a gas pipeline ruptured. During the time that the pipeline was
being repaired, oil production from the affected le.ses was allowed
to continue and gas was flared. You asked for an explanation of the
circumstances surrounding the pipeline rupture and why 01l production
was not halted. ‘ -

Survey officials advised us that the gas pipeline which ruptured
belohged to the Michigan-Wisconsin Pipeline Co. and was located near
the channel entrance to Atchafalaya Lay about 42 miles southwest of
Morgan City, Louisiana. The pipeline, which was damaged on July 13,
1971, by a dredge, gathered gas from approximately 16 leases, of
which § were gas leases and 7 were oil and gas leases.

During the 14 days which the gas line was out of service, about
§.3 billion cubic feet of yas production was lost. Most of this gas
would have been produced by the nine gas Teases which were shut-in.
The remaining seven oil and gas leaces, which were allowed to continue
cperating during the 14 days, produced about 1 million barrels of il .
and flared about 853 million cubic feet of gas. b

We were advised hy Survey officials that Survey decided o aijow —~ -
011 production to continue at the expense of the flared gas because
of the large cuantity of oil that would be produced compared to the
amount of lost Federal revenues from the flared gas. The Tlared gas
represented about a $30,000 Toss of royalty revenue to the Government.

Availability of OCS Lease
Management Study to Federal Trade
and Federal Power Commissions

As requested by you, we discussed with Survey officials whether
the chapter of the 0CS Lease Management Study conce"ning Survey's
effectiveness in managing and controlling revenues accruing to the
Goverrmen. from mineral leasing and production on the OCS had been
made available to the Fedeial Trade and Federal Power Commissions.

+

- 10 -
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Surv y officials adviscd us that the study had not been requested

by vi- provided to etther Commission, nor had Survey taken any action
to . dyise them of the existence of the study. A Survey official
advised us that, in his opinion, the study dealt with Survey's own
internal operations and therefore would not be of benefii to the
Commissions. Survey, however, would be willing to make a copy of
the report available to the Commissions upon request.

Status of "OCS Lease Managenent Study"
" recommendaxions

In May 1973, a Survey work group issued a report entitled
"Report of the Work Group on OCS Safety and Pollution Control,”
which contained their eveluation of the reccmmendations of tho
Quter Contincntal Shelf Lease Management Study, and two other
studies done by the National Aeronautics and Space Administration
and the National Academy of Enginecering. 1In accordance with your

. request, we have summarized thz 0C.L Lease Management Study recom-

mendatipns and cross-referanced them to the page number of the
work group's comments on these reconmendations (see enclosure 1I),

Survey's contract with
Air Mar1ne Incr. PDP(10d

On June 7, 1973, Survey awarded a contract to Air Marine,
Incorporated, to provide transportation to OCS structures in the Gulf
of Mexico for Survey's Gulf Coast inspectors for a 2-year period at
a cost of about $1.8 million. Subsequent amendments increased the
cost to about $1.9 million. '

Survey officials informed us that after the contract award, Air |

Marine could not make arrangements with the offshore operators for
adequate offshore refueling capabilities as required by th: contract.
Due to the refueling prablem you eapressed particular concern as to
whether (1) consideration was given by Survey to amenrting 0CS
regulations to provide the contractor with access to OCS structures
for refueling and emergencies, (2) reimbursement was received by
offshore operaors for the possible additional risk they incur in
allowing refueiing, and {3) consideration was given by Survey to
making other t.ansportat1on arrangements with the Coast Guard or
Navy or establiiaing its own transportation service.

Suprvey officials informed us that Air Marine's refueling prob-
lems were the result of Survey's failure to award the contract early
enough to allow the contractor to make appropriate refueling arrange-
ments and the reluctance of the offshore operators to have the
contractor's helicopters use their facilities. They advised us that

-1 -
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_the offshore operators reluctance stems from the fact that they
would be subject to more frequent visits by Survey inspectors and the
additional hazards from refueling. They also stated that offsoore
operators receive no payment frem Survey or its contractor for the use
of their facilities or for the possible additiunal risk of an accident
or pollution occurriny because of the refueling operaticns. O0CS
requiations do not provide for access to offshore opciutor's facilities
by contract helicopters for refucling or emergencies.

In February 1974, Survey received an opinion from the Solicitor's
Offive that Survey could require through the issuance of a regulation
or inclusion of a provision in new leases that OCS Jessees provide
refueling points on platforms for the use of helicopters employed by
the Department of the Interior in inspection operations on the 0CS.
Survey plans to issue such a regulation.

Survey officials informed us that they had not contacted the
Coast Guard or the Mavy to see if they could provide helicopter and/or -
boat transportatior to the OCS facilities for Survey inspectors. They
advised us that in a prior contact with the Army, Survey was refused
the use of its helicopters because the Army believed that it would be
in direct competition with private enterprise.

On February 1, 1974, the Associate Directo» of furvey ordered

that a study be made of the feasibility of Survey es: "lishing its
own trancbortation services to OCS structures.

Regarding your quection concerning the Tegal authorivy of

Interior, EPA and the Coast Guard to recover from lTessees the adminis-

trative costs incurred in oil spill cleanup, o Office has obtained
the views of the Secretaries of the Interior”aiad Transportation and
the Administrator of EPA. We are preparing a szparate reply, which
will contain cur views on this matter,

The portion of your July 9 request dealing with updated infor-
mation on oil spill cleanup administrative costs incurred by EPA
and Coast Guard was furnished in our letter to you dated September 5,
1973. ~

We do not plan to distribute this report further unless you
agree or publicly announce its conients.

o incerely ours,{
| ?4..: / Ao

Comptroller General
of tlie United States

Enclosures = 2
- 12 -




IN.REPLY REFER TQ;

ENCLOSURE I )

United States Department of the Interior

OFFIGE OF THE SOLICTTOR
TUWASTHINGTON, DG, 2240 77 7

PR 27197

r

Hemoracdua .
Tot Direct s, Geolorical Survey

Prom:  Asslstant Solicitxr - Minerals
‘ Divigton of Fadlic lawle

S8ubject Yesal asnecta * the YASA romort and othor
« Pecxmrendatime relaticy 4o OC3 oil) and

gas rojulat wry authority

Yhis i5 in rpamongs to yoar secvrandm of Febhraary 4, 1072,
requestirg osur onirion oo Llusvues arisirg fr the Firal yooort of
$he IATA groun racemendiug procedures dor ianrgveuent of tho safely
and antimllation agpects of (C3 oil ned A% operationg. YWe have
ravizred tho remord, ard wo algs have esngldsred the coxuperts
meovided by the Gffshore Inarators Cxulitos, :

Yo asres that the recawmenlatineg ralse substantial dqaestlo s
ralatieg to ths extont of tue hancrtoert's acsh rity over rosslation
of tho ooerations of Hfeh-re i1 and =ag lesszen. e ave of 4ne
‘apinton, buiraver, that the droad rant A resuiatory aathority woder
the OC3 Lands Act i& oulficlent ¢9 crable the Jerartment to ianiiocet
mast of tLa reommendations of the TATA wemart. Tha flesd by
Bentences of rectim 5 of the Act proviles the basia for Secrviarial
rézatory suthority. :

the Seeretary stall adsiuizter the nrovisions
of this fAct relating o the loasing of the
outer Continantal Lhelf, ard ghall nreseribs
guch viles ard rentlationg 68 oy he roceggary
t> carry out such vrovisionz. The Seeretary
pay at arvy time wrezeridby sl amerd such rales
and roxalatixg ap he Jlsternires to bz natessary
and neoner in sreler s neoviide fx the nrevene
tix of vaste snd corgarvition o the ratural
Fesourcon of the suter ContliacsaAl Chelf, aul
tie reotection =0 enrrelativa rijuts tharels,
axd, robuithstendirg ery sther orvicione terein,
guga riles gnd reilatisma siall aorly $7 all
operations govducted awler a4 leuse issreed op
pairtaired undor the provisiows of this Act.”

1




' - ENCLOSURE 1 .

This delamatisn of Brond anthority 18 olear on its feces ard It 18
further substanbiated by the legiolativa history of the 0CS '.nnd.s
.I"Qtl

Tha 202 Act anad be read in cﬁ:ﬂu:ﬁctmr writh the ntiomal
Znyiromental sltev Act, B2 U.G.C, 75 BWIAT7, U-der TWTA, arencles
are divectod to the frlleat extent n**aiole t2 niqinister aud interoret
Bl natlie lars {0 zegardu~ca with the vilicles AF the Ack., It 18
clearly o vilicy of the Act that evary fo’2 31 n-erey must utilize nll
pissibla mearg to irsare full enviramental vratectisa i eavrydiy out
1ts raulatorr roo-angibilitics. Tho *ASA wromasals vwall heln aghltave
this rosult by conncdiny the seme of Geoldaglieal Sarvey's nollutlon ard
gafety rogalapocy activitivs under the 005 Tacly Acte

Tt 14 neccagary t2 exunine briefly the deleratinn »f the
Seoretary's surervisny furcting usder Saction 5 »f the 0C3 Tands Act.
Tog Act itaelf eortains wo greeific authority far the Recretiry o
gublalesote his Curctimg €0 ~ther »~fficials. Asg tne orirtinal delati= ’
tisn sf aulbrrity t> the Mecretary 18 voon such terms as Conyress my
deternine, any sahleleration dererds nyirarily armon thy fntent of

Corgress, The bazfe sublelesation autharity of the lecrstary of the

Intarior is £aurd in Ueomeanization Man . 3 of 1750 (&h Stat. 12623
5 7.5.C. § 1332195, note) vhick provides that:

the Eecretary of tha Intericr may froa tive to
tiue waks such mrovicinng ng he shall doem
apmronriate aukhorizing the performance by ary
othar officer, 4r by any arency orF ecnloyee,

-of the Nepariment of the Ir tarior of any furction
of the hacret&:f “ o @

Under this cunrdelezstisn antharity, the Eecratary hag delezated
acst gupervisory funetions ander the 03 Livis Act to the Dirochor,
Gerlotlieal Turvey, asd hia subordinates. This deleratiosn nas been
aecraplishal wenerally in the resalations governirg oll anl vas onerating
in the duber Crilnertal Sheld, 30 €M Tort 259 and in certain innlances
by gnecifie delexatiot In the Damartmantal 'anwle Tt i5 imnsrtant to
nste that thare can be no celevwntion Leyondi the Decartment of tho Iotorior.
These ramlatory furctind nust be rorfammed by Geslotienl Satvey, and
in dvaftlrs any onders or rogulations $here can ba no deleratiog of
resuladory furctions to nrivate martlea,

Ir exereisiry his retulatory authority, the Secratnry is
dinmitel azly Ly the renvirensct that the rerulotiss be armesrriate £
effectuate the rmunsse of the Act, or:l that the rejulatiors he reisrrahle
fn relation t5 the rizhts A the marttos fevilveds L0507 ar, ' Dawd,
Stores ('7., l;h F. 24 933 - s Cir. 1 lié) cart. denied 325 U.B. e 'II]
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=

Section 5 of the OCT Lands Act wroviles thot the Secretary may 10sue

. such regulatinng as are 'mecessary axdi vroner”. Such a delexetiom

ghould be 1iveq a hroed {ntereretation., When Curregs dolerstes such
remlatory enb'welty as i "necessary’ €9 aseswnliah a U 88, the
azency is nutinrlzel €9 nge meats of regulatise wnieh are ot epelled

out in Jdetall in the stabute, nevyvlidxl that the srevcy's action 18 dn
‘anformares vwith the narnigses nod malielea of Corerass ad IB nnt

con‘-.r:r t> awy terzs of the Bt'l‘b‘tte. Siamea Halawy “wer Cord. Ve
¥ .G, 370 P, 22 253 (D, C. Cir. 1 R70)

Tt 13 cur cozclusisn that the Secretary by rezulation sr OCS
order may take all meang reusonubly necessary 19 establish stanlsrds
for safety ard pollution &5 be met by losseen and 1o insurze that leasees
enoply with these standarise Cenlorleal Survey, in fts cavacliy as a
rezulatory ojeacy, nmay ianose reasoranle requircenents oh KU lessees in
order to ald in establlishing, enforcing ard ualntatning such gtandards
as long ag the proposed gcbion does mt constitute a bresch of any tems
of the lease. .

- 0w vesyonse to your specific questions corresmond to ¢the
pwaberivg in your request. .

As YAPA EBewart

1. {a) We nave aldresset this question to the Antitrust Division
of the Justice Departsent, and we wlll advise yox o their renly.

(b) s dlscussed ebove, the rejulatory activitles ucder the
0C8 lands Act muat be exerclsed within the Devartment, anl it

- 4% our opinion thatd exlotincy mtavutory aubtionrity woall not
provids a bnsis o requirviny sguch an infrontion exchanie.
In addition, we guestinsn whether tie Devartment can forco its
lessess 40 {orm what wonld amount to an indevendent orzasizatioe

ot &ore expense to themselvea (o order to provide £ auch an

mhan;e.

(e} It is our oninimm that thers would be ro violation of the

- antitrust laws under such an arrangement if 14 iz confined ¢o
dissemiration of Lnformating directly relateld to mollutisn control
and sxicty of operationg, a:d is ust used for dissemination of
praduction relatel iulormation or ather dats whieh eounlid be-
internreted 83 decreasing counretition in praxduction. We als)
Bavae roauested the oninion of the Actitrust Diviasion on this
quostion, and we reasrve s £iral opinion until we lave received
thelr raplye




LiWLUOaUne 4 .

{4) Tho existivy stntubory structure 18 cufficient €5 sllow
Geolosiral Garvey to Imnlenent guak o gyaten., Such a requirgs
penb is 2 lizical ewrallevy of ouy rerulab vy sehead, 1IMiavery
e feel thit tue oysten nust bo develoned with mrest care to
evaid acy voteatial lejal objuetimss We will Le n).e.as od o
work with you fn inplemaviicg tlhe system.

2. (n) Tha Cccretary has aothority to enter eontracts for
sciontific or technolozical regearca inte any aspect of
yroblens rolatal to Iuterior Derariment vrozroms. 42 U.3.C.
§ 1279 You will bave Lo work with pour enutracting officer -
on Czolozicnl Survey's lumplementation of sweh a ressareh
PrOIraie

{b) axa (¢} A joint R & D vrogres bebresn Geolagical Survey
and lodustry is a possibility, but it will he nuech more ¢xinlex
than a prozrom orerated by Geslozleal Gurvey mlong. tarse lezal
aqueationg irnvelved are ratant rizide, jolut and esntingent

. Iability, acd cotractael arzanzonents. 12 you :leeide to
attcant this enrrnach va vill retuent an opinion from the Divie
giou of »rocurcament and Matents in this ofiics.

() %here ia no such authority. Aoy jolnt R & D venture would
have ta he on & voluntary bosis.

3. In order to foplement such o prozramy it is our opinisn thal
gonlozical Sarvey must first get standmds to be wmet by the exranles
for training and certification of yersonael in safety end prllutisa
eatrol, Any coruse of stu-:‘ry 2r tralning vrovran safficlieny to wvect
theao staniacls ohoulld the: b apDrvved Uy Ueolsiical Sdrvey. Couminies-
ghoull be firee to establish thelr o frodcing pragrams or send thelr

T rergnel to an spproved CRUrsde } .

4. The law is vall settled that Cc:~:;;ress mest prescride the
peralties for layp vhilen 1t yrites. Hection 5 of the 003 Tands Act
provides for bota elivil anl eriminal penaltics for vislations of rezue
lations. The Sanrese Couct has ptated Bas “I1]% would trazscend ot
-the Julielal and goainistrative function 49 moke adidltims to tinse
[pannlties] which Convreoss has mlacel Lehind a statuted' Htevnrt &
Beos, ¥, Dowles, 3022 U, 3. 33, dob (1044) o

The quesiion %o be asked i whethoer g varticular rerulation is
desiined t2 pwilsh or vhether {4 is geruare to the rerulatory funetion.
If the rezulailon i3 designed to inplement congressional purpoges 4t does




nev lezislation would be requireds

. ENCLUSURE 1 .

not become & penalty merely beeause it hag an adverse effect on eome
parties. Co-noe whh v & Heatins Ca, v ormhell, 232 Fe 23 390,
372 (D. Q0 olre L 17 Walll, G poriod o Chub-la whieh 18 necessary
to carry ocut o lnvibin 'z‘m royulatosy function iz remisalble; however,
if 14 13 lesloed otrictly f'or pnlsiment 46 i not parmlssidle, aﬂd

: _/ A".‘?,. y A St
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/“-.,“"" /
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ENCLOSURE 11

Sommeem e CROSS-REFERENCED SUMMARY OF OCS LEASE MANAGEMENT
STUDY RECOMMENDATIONS TO WGRK GROUP REPORT
(ON 0CS SAFETY AND POLLUTION CONTROL

Location in Work Group Report
on_OCS Safety and Poliution Control

Summary of 0CS lLease Reco mendation
Management Study recommendations Page number

Production Program

A-1. Procedures should be 12-13 LMS--1
established to identify potential 32-33 | LMS--2
0CS operating hazards. A hazard
review committee should review
accident reports, assess 0CS
orders and recommend needed
changes 1in regulations or
procedures.,

A-2. Design specifications for 12-13 : LMS~~2
a safety program to be imple-
mented by industry,

A-3. Establish an Offshore 32-33  LMS--T
Operators Subcommittee to work
with Survey to review the safety
.program and exchange information
on potential hazards.

B~1. Adopt the inspection 25-27 LMS-~1
techniques developed in the :
course of this study.

B~Z. Expand the scope of 25-27 LMS=-2
inspection to include other
production operations speci-
fied by hazard review activity.

B-3. Continue the review of 25-27 LMS--3
inspection results to modify
inspection sirategies and to
- advise the Offshore Operators
Subcommittee on Safety.




Summary of 0CS Lease

Management Study recommendations -

C-1. Augment enforcement
authority with required fixed
period of shut-in time for
noncompliance,

- C-2, Inform upper managument
periodically of actions taken -
against their company.

Program Management

1. Designate an OCS Lease
Management Program Coordinator,

2. The Survey should hold a
formal anmial review of the
program component perfonmance.

3. Survey management should
deTineate specific operational
policic. for both programs.

4. Survey should encourage
personinel, especially field
technicians, to participate in
industry training programs.

5. A management study should
be conducted to streamline
procedures for processing paper-
~ work related to o0il and gas
operations.

6. A1l routine procedures,
decision rules, policies and
operating criteria pertain.ng
to 0CS operations should be
documented in a set of Branch
of 041 and Gas Operation's
Manuais.

ENCLOSURE 11

Location in Work Group Reporl.

‘on 0CS Safety and Pollution Centrol

Recormendation

Page nurber
26-c7 LIS-~4
26-27 LS--5
23-24, LMS- -1
23-24 LHS-~2

| 23-24 LHS--3
2324 LNS—-
23-24 » LHS--5
23-24 LMS--6

Note: Cross-referenced summary does not inciude the revenue program
recommendations contained in the "OCS Lease Management Study,"
Revenue program recommendations were not evaluated by the work-

ing group.
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