THE WHITE HOUSE
WASHINGTON

July 10, 1974

TO: KEN COLE P
THRU: MIKE DUVAL L 6

/ ,QM/ O o
FROM: GLENNSCHLEEDE
SUBJECT: Memorandum for the

President on Interior OCS
Leasing Activities

TAB A is a memo to the President.

TAB B -- for your information -- contains
details on (a) meetings that will be
held and (b) steps in the process
that Interior has and will be following.

TAB C -- also for your information -- is
a map showing the areas (surrounded
by broken lines) tentatively selected
for further lease sale consideration.
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THE WHITE HOUSE

WASHINGTON

July 10, 1974

INFORMA TION
MEMORANDUM FOR: THE PRESIDENT
FROM: KEN COLE
SUBJECT: Interior Department's California

Offshore Leasing Activities

During the discussion of Santa Barbara in your meeting Tuesday
with Secretary Morton, he indicated that Interior would be doing
nothing publicly over the next three weeks with respect to Santa
Barbara Channel or other offshore oil and gas leasing on the
California coast.

After returning to the Department, the Secretary learned that
commitments have already been made to a series of events on
California offshore leasing this Thursday and Friday and next
Monday (July 11, 12 and 15) which probably will attract consider-
able press attention in California. Specifically, Interior
Department officials from Washington will hold three meetings
with State and local officials and the public:

. To describe Interior's tentative offshore leasing plans; and
To provide assurance that there will be considerable
opportunity over the next few months for public, State and
local input before a decision is made on holding a new lease
sale off southern California.

The meetings stem from growing concern in California that
Interior was nearing a decision to hold a lease sale off southern
California. However, Interior only intends to publish a
tentative selection of areas that will be considered for a lease
sale. Thereafter, environmental studies and more public
hearings will be required, leading to a final decision early in
1975 and a potential lease sale around May 1975,

Reproduced at the Richard Nixon Presidential Library and Museum



Reproduced at the Richard Nixon Presidential Library and Museum



II.

Interior Department's California Offshore Leasing Activities

The meetings are as follows:

On Thursday - in Sacramento, with the Attorney General
and other California State officials.

On Friday afternoon - in Los Angeles, Mayor Bradley,
Orange County Supervisors and officials from Santa Monica

and other coastal cities.

On Monday - in Santa Monica a meeting open to the public.

What has and will h'a.ppen with respect to the tentative sale is
as follows:

Last February Interior requested nominations from industry
and comments from State and local officials and the general
public on outer continental shelf areas that should be
considered for lease sales as a part of the expanded
program for 1975 directed in your January 23, 1974 Energy
Message.

From the above, Interior made a tentative selection of areas
that should be considered further for a lease sale.

The next step is to publish this selection with maps and an
announcement that Interior will begin preparing a draft
environmental impact statement. The series of meetings
should make clear that this announcement is not a decision
to hold a lease sale.

When the draft impact statement is completed in late November
or December of this year, it will be published for comment.

A final impact statement would be prepared and a decision
could then be made -- leading to a lease sale around May 1975,
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United States Department of the r/rlor

OFFICE OF THE SECRETARY/
‘VASHINGTON D.C. 2024

“Vy'\)" 0‘5Z o

Gerry Warre % &J’ J

Deputy Press Secretary \J |
The White House <ILD ylﬂﬂ/

MEMORANDUM FOR:

C&gJJM’“ :
Yesterday, Secretary Morton and I met with the President and, among
other things, discussed offshore activities in the California area.

In view of the fact that the President will be at San Clemente over

the next two weeks or so, you should be aware that we will have
Department people on the Coast who will be conducting public information
meetings (and meeting with the press and State Govermment officials) on
the subject of proposed lease sale of oil and gas in offshore waters in
the Los Angeles area,

Bob Kelly, of our Communications Office, will work with you in handling
media inquiries,

Background follows:

" The meetings will be held in Sacramento on July 11, in Los Angeles on
July 12, and in Santa Monica on July 15.

They resulted from a broad public desire for further explanation of the
Outer Continental Shelf (OCS) leasing program and its procedures which
are administered by the U.S. Department of the Interior's Bureau of Land
Management.

DOI personnel are scheduled to meet July 11 in Sacramento with State
‘government officials and will meet July 12 in Los Angeles with city and
county officials from the southern California coastal area.

The Santa Monica meeting on July 15 is open to the public and will be
held to explain to local citizens the sequence of steps and kind of data
and information that have been considered in the selection of potential
lease sites and will be considered in deciding whether to sell oil and
gas leases in a specific area. The meeting is scheduled for 1:00 p.m.
in the Santa Monica Civic Auditorium.
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The Department had announced previously that a portion of a 7 million
acre offshore area stretching from Ventura County to San Clemente would
be identified for analysis and review as a potential lease area. With
the call for nominations from industry, the Department also requested
coments from State and local governments, institutions, groups, and
individuals. Based orn these responses and consultations with the
Department of Defense the area was reduced to 1.6 million acres.

The 1.6 million area will be studied intensively and a draft environ-

mental impact statement published in the fall of 1974. A public hearing

then will be held 'for additional public input before a final environmental

impact statement is published and submitted to the President's Council on

Envirommental Quality for final review and additional public comment.
Sincerely yours,

Ao

hn C. Whitaker
.~Under Secretary
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cc: Ken Cole;AfI;;; Schleede
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OFFICE OF
THE UNDER SECRETARY OF THE INTERIOR

June 25, 1974

Santa Barbara

Per our conversation of this morning,
I am attaching copies of decisions of
the Ninth Circuit Court of Appeals.

Wo W yons
y Under Secretary

Enclosures

cc: Under Secretary Whitaker
Deputy Solicitor Lindgren
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UNITED STATES DISTRICT COURT

CENTRAL DISTRICT OF CALIFORNIA

GULF OIL CORPORATION, et al.,

Plaintiffs, CIVIL HO. 71-1669-FCW
vs.
ROGERS C. B. MORTON, etc., et al.,

Defendants.

!

MOBIL OIL CORPORATION, et al., .

Plaintiffs, CIVIL NO. 73-1302-FCW

&

vs. :
JUDGMENT

ROGERS C. B. MORTON, etc., et al.,

Defendants.

It appearing from the mandate of the 'Jnited States

Court of Appeals for the Ninth Circuit, dated april 15, 1974,

received and f:iled in Civil Action No. 71-1669-FCW on April 19,

1974 by the clerk of this Court, and in accordance with the

stipulation of tiie pacties of June 7, 1973 filed in Civil Action

No. 73-1302-FCVW and the consolidation of these two actions by
‘this Court's Orders of May __ég_ﬁg] 1974,| £fiked in =ach of

the respective actions, that plaintiffs are entitled to judgmant,
e - ?

/17 |
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NOW THEREFORE, it is hereby ORDERED, ADJUDGLD AND DLCIELD
that: |

1. The April 21, 1871 Order suspending cperations under
———— e

OC3 Leases having serial numbers 0168, 0170, 0172, 0219, 0220,

 ——
0227, 0228, 0229, 0230, 0234 and 0237 (the "leases" herein) was

N : =
valid and effective until October 18, 1972, after which time such

order became invalid.
2. The April 18, 1973 Order suspending operations under
= ; ~

the leases 1is invalid and of no force and effect.

3. The provisions of the Secretary's April 21, 1971
Order extending the initial terms of the leases for the period of
suspension were valid only for the period of 545 days, which is
equal to the period the suspensioﬁ order was valid. 1In addition,
by reason of a Stipulation.of the parties appearing at pages
389-390 of the Record in'Civil Act%on No. 71-1669-FCW, the initial - ;
terms of thé leases are extended for an additional period of 183 |
days. As eéﬁity requires that the o£iginal terms of the leases be
extended By the entire time during which the Secretary's fuspensiona
i

orders have purported to be effective, an additional extension

period of 166 days is required. Pursuant to the foregoing, it is

hereby ordered that the initial terms of the leasgs are each
e T —— /— T —

extended for a total period of 894 days commencing on the date
HAS ke B it

.

this Judgme becomes final. These extensions do not include any
= __-_-_“""!-n—.—_—d =

period of extensions heretofore or hereafter granted by the Depari-

mment of the Interior pursuant to the-leases, the Outer Continental :
Shelf Lands Act, the regulations thereunder and the validity of whiéh
has not becn put in issue in these gctions. !
4., It is hereby ordered that no payment of rental or g
minimum rovalty wvas o% is required (a) £or or during
period during which the Secrctary‘g suspension orxders have purport-,
ed to be effective, and (b) for or during the additional period, ifl

i
| |
any, between the termination or expiration of all purpertcd

2 | |
| |
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suspension orders and the date this Judgaent becomes final.

5. Defendant Rogers C. B. Moitcen, his agents and repre-

sentatives having heretofore complied fully with thc vuter Con-

tinental Shelf Lands Act and other applicable statutes, regulations,

and orders concerning these leases, excepting only as hereinabcve
set forth, and having failed to act since April 21, 1971 on the
applications for drilling permits solely because of the suspension

orders which became invalid on October 18, 1972, these delfendants

—

are hereby ordered forthwith to take such action as is authorized
. _—_._'—.____‘__,_,———'-__ =

——

under the Outer Continental Shelf Lands Act and the regulations

thereunder, including without limitation, promptly to act upon the
. _ PR

plans of operations when submitted by plaintiffs to implement the

N e ite
Pitas Point and Oakridge Unit Agreements each approved by the

——

__“m‘?h__ﬂ_"#ﬂ__ﬂﬂ——
D rtment of the Interior on-Mareh-3 1973, or promptly to act
Qa e 0-7\.___ ' P ptly

—

upon applications for drilling permits submitted by plaintiffs
respecting such leases, and to take such further action in ac-
cordance with said Act and regulations as is necessary{and appro-
priate to comply with the provisions of the leases.

DATED:‘ ’ Y ; 1974-

e 13374

Al

United States District Juage

- /?J' -
2

APPROVED AS TO FORM this - day of May, 1974:

MNES 'E s FlLIE . . 'GIBSON, DUNW & CRUTCHER

ANDRZW F. WALCH ’ : DRIITT™

Attorneys, Department of Justice SEATSL B, PRURTEY, Sk
HEL =S JOHN L. ENDICOTT

DONNALD J. MURRIMAN
Assistant United States Attorney

R. RANDALL HUFT

By ' * By

Donald J. Merrinan Samucl O. Pruitt, o:.

Attorneys for all defendants Attorneys for all plaintiffs
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UNITED STATES COURT OF APPEALS.

FOR THI HINTH CIRCUILT
. CLERIR

U, . COURT GF APPLALS
GULF OIL CORPORATION, MOBIL OIL
CORPORATION, TEXACO INC., and
UNION OIL COMPANY OF CALIFORHIA,

Plaintiffe-Appellees,

-

N’ N o N o N o o N NN NN

Vs, No. 72E2449

THE HONORABLE ROGERS C. B. MORTON, ) s
Secretary of the Interior of the

United States of America, et al.,

Defendants-Appellants.

On Appeal from the United States District Court
for the Central District of California

Before: CIIAMBERS and DUNIVAY, Circuit Judges, and
BOLDT,* District Judge

OPINION ON PETITION FOR A REHEARING

DUNIWAY, Circuit Judge:

Upon consideration of appellees’' petition for a
rehearing and of appellants' response, we have partially
revised our views about this case as follows:

First: The Secretary's order of April 21, 1971,
which is under attack in this case, recites that it '"shall
terminate * on January 2, 1973." The order was justifi>d on
the ground that its purpose was ''to permit the Congress to
consider pending legislation for the termination of thirty-

five leasecs. M

The 92nd Congress adjourned, sine die,
on October 18, 1972 (86 Stat. 1588), without taking any
action on the Secretary's propozed legislation. While we

continue to be of the opinion that the Secretary's order

-

o

“The Honorable George H. Boldt. Senior United States Districe

Judge for the Western District of Washington, sitting by
M & [
GUd Litt s Uil
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day. The sccond sess-on of the 9Z2nd Congress is the fourth
—..;J .

session of the Congress to which the Secretary’'s bill has
been presented. Nothing substantial was done at any session
to push the hill; no action was taken by the Congress at any
session. Four tries are enough. We are therefore also of

the opinion, and hold, that the Secretvary's authority to

suspend the leases to enable the Congress to consider the

particular legislation that he had presented to the 92nd

————

Congress vanished on October 18, 19f§: The statutes involved

do not give the Secretary carte blanche to continue suspend-
ing the leases until he finds a Congress.that will accept
his proposal. _The new judgment to be entered should_declére
the validity of the April 21, 1971 order until October 18,
1972, and that it became invalid thereafter.

Second: The judgment appealed from was stayed by
the district court on July 31, 1972. The stay was to
terminate on January 2, 1973, or sooner if the judgment be-
came final. Thus, technically, there was no stay after
January 2, 1973. However, the Secretary issued a new
suspension order on April 18, 1973, which has not been

stayed. Thus, as a practical matter, the rights of appel-

lants to drillu nder their leases have heen continusouly

suspended since April 21, 1971.

The April 21, 1971 order provides:

The term of the foregoing leases shall be ex-
tended by a period equivalent to the period of
suspension in accordance with 43 CFR 3305a.4.
Under the provisions of 43 CFR 3303.5 no pay-
ment of rental or minijuvm royalty will be
required for or during the period of suspensi

That provision was valid and was ecffective until October 13§,

1972 .
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no provision extending the terms of the leases. It does
provide, however:

No payment of rental or minimum royalty will

be required for or during the period of

suspension, 43 CFR 3303.5.

The trial court held that, if the Secretary lacks
power to suspend operations under the leases under the
circumstances, ''the Secretary does not have the power to
extend the leases in question unless ordered by the.Court

We agree. Ve have

held that the Secretary's power to sﬁspend for the reasons
given by him expired on October 18, 1972. We hold that

equity requires that the original term of each lease be

extended by the entire time during which the Secretary's

orders have purported to be effective. In addition, by

reason of the stipulation of the parties appearing at pages
389-390 of the record, appellees are entitled to an addi-

tional extension of 183 days.

We also hold that the quoted provisions of the‘two
orders of the Secretary relating to payment of the minimum
rental or royalty should be enforced in the judgment.

{Ehizg: As Judgé Chambers pointed out in his
concurring opinion, the validity of the Secrétary's new
order of April 18, 1973 is not directly before us. The
stipulation referred to in our opinion wag made in another
case, and was appropriately before us to show that this case
is not moot. It appears to us, however, that under the

stipulation in the action attacking that order, the efiect

of our holding is that the Secretary's April 18, 1973 order

—_— .

is also invalid.

— S —

This litigation ought to be terminated.

"o

That can be accomplished by consolidating action Wo. 73-130:Z-;

FCW, pending in the district court, with this-action, and

=P

Reproduced at the Richard Nixon Presidential Librar); and Museum




R IS TGP ——

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
20
30
31

32

Yies - [ Fas, Yadrinty
FeldaidetiM AL

entering a single new judgment in the two ac

- ) A Y 1 L L] . - Y 1=
LOuT Cl: AL LHOUML Ll 40 utintc v uwaan g

GF L& UG de
so in the light of our holding, we note that appellées have
brought to our attention the fact that on Nov=mber 13, 1973,
the Secretary, acting through the Assistant Sccretary fer
Energy and Minerals, advised the Senate Committee on
Interior and Insular Affairs that his proposed lcgislation

should not be enacted "at this time.'" He based this action
on the existing energy crisis, on the enhanccment of the
Department's capability for regulating Outer Continental
Shelf Operations, and on improvements in offshore drilling
and production technology. If we are in error in_ holding
that the order of April 2, 1971, and the Secretary's power
to make such an order, expired on October 18, 1972, it is
clear to us that his power to make such an oxder was fully
spent not later than November 13, 1973, when the Secretary
himself abandoned the sole basis upon which his orders
purported to rest. This is an additional reason why this
litigation and the companion case pending in the district
court should be terminated.

The petition for a rehearing is denied.

The judgment appealed from is vacated, and the
case is rgﬁanded to the district court with directions to
consolidate this action with action No. 73-1302-FCW pe.ading
in that court, and for further proceedings consistent with

this opinion.

A

Reproduced at the Richard Nixon Presidential Library and Museum




[

e

-

10
11
12
13
14
15
16
17
‘18
19
© 20
21
22
23
24
25
26
27
28
29
30

31

32

FP1-Oandatone

€-28-00-8020-4201

! ,
UNITEF STATES COURT OF APPEALS ... ‘
o e i

"0R THE NINTH C1RCULY Ty

" i Souct ooy fimes
GULF OIL CORPORATION, MOBIL OIL .
CORPORATION, TEXACO INC., and NOV 271973

UNION OiL COMPANY OF CALIFORNIA,

. ; . CLIRK
Plaintiff-Appellees, U.&(deTOFAPPgﬁs j
vs.
THE HONORABLE ROGERS C. B. MORTON,
Secretary of the Interior of the
United States of America; WILLIAM A.
RADLINSKIK, Director of the United No. 72-2449

States Geological Survey; D. W.
SOLANAS, Regional 0il ana Gas
Supervisor, Pacific Regilon, United
Statzs Geological Survey; F. J.
SCHAMBECK, Acting Regional 0il and

Gas Supervisor, Pacific Region, United
States Geological Survey,

Defendant-Appellants.

S N N N N N S et N N N N N N N N e N N N N

On Appeal'from the United States District Court
for the Central District of California

Before: CHAMBERS and DUNIWAY, Circuit Judges, and
BOLDT*, District Judge

OPINION

DUNIWAY, Circuit Judge:

This is an appeal by the Secretary of the Interior

and subordinate federal officials from a judgment (1) setting

%side the Secretary's orders suspending dPiiling operations on
eleven o0il and gas leases in the Santa Barbara Channel, (2)
directing the Secrctary to forthwith grant all pending applica-
tlons for drilling permits, and (3) extending the initial term
of these leases for 32 months to enable the lessees to exercisd
their rights under these leases.

-

We reverse,

X G 1 K Y AR . . | — .
t, Senlor United States District
)

¥Phe Honorable George H. Boldt
Judge, Western District of Washington, sitting by designa

o Reproduced at {he Richard Nixon Presidential Library and Museum
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. 1. The Pacts.

The relevant facts have been stipulated to ®y thne
parties. Plaintiffs are the holders of eleven oil and gas
leases covering areas of the outer continental shelf in the
Santa Barbara Channel, granted in 1968 pursuant to the terms
of the Outer Continental Shelf Lands Act, 67 Stat. 462
(Aug. 7, 1953), 43 U.S.C. §§1331-43 (OCS Act). They have
paid some $153,000,000 for these leases. In January, 1969,
a well being drilled by Union 0Oil Company under another lease,
not one here involved, blew out, causing the massive Santa
Barbara o0il spill. Shortly thereafter, the Secretary
suspended all operations on certain leases in the Channel.
This order was complied with, although the companies took

an unsuccessful administrative appeal, ahd the leases were

extended for the period of the suspension. In April, 1971,

before plaintiffs had begun drilling under the leases here

in question, they were again ordered to suspend operations.
They were Informed that this suspension was to continue until
January, 1973, that the lease terms would be extended f{or an
appropriate period of time, and that no royalties would be

due  from them during the suspension. On appeal, the Secretary
sustained the suspension, s%ating that it was for the purpose
qf permitting Congress to consider propos#d legislation to
terminate the leases, and that the action was taken "in the
interest of conservation." His decision incorporated a state-
ment by the Acting Director of the United States Geological
Survey which identified three environmental risks which would
be involved in continulng operations under the leases: the
possibility of another blowout; the possibility that wells
would be impropcrly plugpged should the leglslatlion pass
abandonment become necessary; the possibility that geolegle

structurces such as the once which contributed to the 1969 sptl

D
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emphasized that none of these risks was acute and that,

if the development and extraction of o0il were contemplated
under these leases, the risks would be acceptable. However,
it also concluded that the risks were unacceptable in light

o

of the fact that the leases might be terminated in the near

future.

The plaintiffs then filed this action, requesting
that the suspensions be declared invalid and revoked, that
the Secretary be ordered to issue drilling permits for the
leases, and that the leases be extended to compensate for
the less of drilling time. The distwrict court entered Jjudg-
ment 1in theﬁr favor, stating:

"This 'Gourt considers that the only suspension
orders which can be ordered by the Secretary are thoce
provided for by Section 12 of the Act [dealing with
suspension during time of war and for defense purposes]
or those providing for the suspension of actual opera-
tions when requested by the lessee or when necessary
Lo prevent wactoe or dumape bo person or property.”

345 F.Supp. at 068y, 688-89.

2. The Standard of Review.

It ds cleamnm thiat this actign, one for Telief im
the nature of mandamus, is "review of agency action" and so
subject to the Administrative Procedure Ac%; D W BeC, K03,
Tﬁe Secretary's action is what has been called "informal"
agency actlon, l.c., admlnistrative action which may be taken
without formal hearings or other opportunity for public

participation. See Note, The Supreme Court, 1970 Term,

85 Harv. L. Rev. 3, 316 n.10 (1971). Cf. Citizens to Preserve

Overton Park v. Volpe, 1971, 401 U.S. h02, 413-7.

The six standards of rcvicw are established by the

Adminlstrative Procedure Act, 5 U.S.C. §706(2):

Reproduced at the Richard Nixon Presidential Library and Museum
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"The revifzwing court shall. .-

(2) hnold| uniawfiul and setl &sife agency acztion.
findings, and gonclusions found to be~-

(A) arbitrary, capricious, an abuse of
discretion, or otherwise not in accordance
with law;

(B) contrary to constitutional right,
power, privilege, or immunity;

(C) in excess of. statutory jurisdiction,
authority, or limitations, or short of statutory
right;

(D) without observance of procedure required
by law; '

(E) unsupported by substantial evidence in a
case subject to sections 556 and 557 of this title
or otherwise reviewed on the rceccord of an agency
hearing provided by statute; or

(F) unwarranted by the facts to the extent
that the facts are subject to trial de novo by
the reviewing court."

Subsections (E) and (I") obviously have no relevance
to this case. The plaintiffs allege no procedural defects
in the decisionmaking process, and contend that their
constitutional rights have been violated only in the unlikely
event that the suspension order is upheld but the extension
of the lease terms is not. The regulations expressly provide
for the cxitension of the lease terms 1n the cevent of suspensio
43 c.F.R. §3305a.4, and nothing in the 0CS Act prohibits 1it.
Thus, the Secretary's action in suspending operations under
the -leases can be found invalid only if it was unauthorized,
5 U.8.C. §706(2)(C), or if it was "arbitrary, capricious, an
abuse of discretion, or otherwise not in é%bordance with
law. 5 U.S8.C. §706(2)(A).

3. Suspension in the Interest of

Conservation is Authorized by
Statute.

The Supreme Court has held that review under section

706(2)(C) requires an inquiry which delineates the range of

choices available to the administrative official, and which
makes "a determination of whether on the facts the [official's]
decision ecan reasonably be sald to he within that range."

Cittloens Lo Pronerve Overton Park, supea, 401 0.8, at 116,

St 4 e et e
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We first cgnsidor the range of cholces available
to the Secretary. (With respect to this question, a careful
reading of the statutes leads us to the conclusion that
Congress authorized the Secretary to suspend operations under
existing leases whenever he determines that the risk to the

marine environment outweighs the immediate national intcerest

w L

in exploring and drilling for oll and gasz)

Section 5(a)(1l) of the Act, 43 U.S.C. §133M(a)(l),

providesd

"The Secretary shall administer the provisions of
this Act relating to the leasing of the outer Continental
Shelf, and shall prescribe such rules and regulations as
may be necessary to carry out such provisions., The
Secretary may at any time prescribe and amend such
rules and regulations as he determines to be necessarvy
and proper in order to provlde for the preventlon of
waslbe and councservablon ol Lhe natural pesources ol
the outer Continental Shelfl, and the protection of
correlative rights therein, and, notwithstanding any
other provisions herein, such rules and regulations
shall apply to all operaticns conducted under a lease
issued or maintained under the provisions of this Act.
In the enforcement of conservation laws, rules, and
regulations the Secretary is authorized to cooperate
with the conservation agencies of the adjacent States.
Without limiting the generality of the foregoing
provisions of this section, the rules and regulations
prescribed by the Secretary thereunder may provide
for the assignment or relinquishment of leases, for
the sale of royalty oil and gas accruing or reserved
to the United States at not less than market value,
and, in the interest of conservation, for unitization,
pooling, drilling agrcements, suspension of onerations
or producticn, reduction of rentals or royalties,
compensatory royalty agrcemnents, subsurface storage
of 0il or gas in any of said submcrged lands, and
drilling or other eacements necessary for opcrational
production." (Emphasis added,)

It is true, as plaintiffs argue, that the basia

delegation of authority is to administer the leasing provisicng
of the Act and that these daeal with exploration for and
extraction of oil and gas and suliphur. Dut it i1s also true

that, in authorizing the Secretary to issue regulations, the

Act speaks of "conscrvation of the natural recources of the
outer Continental Shelf," not just of conservation of o0il,

gas, sulphur and other mineral resources. Ve cannot concluac
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i 1 that the later language, permitting suspension of leases "in
| 2 the interest of conservation™ is confined to conservation of
3 0il and gas as plaintilfs urge, even though the sentence also
| 4 refers to "unitization, pooling, drilling agreements . . .
] b reduction of rentals or royalties, compensatory royalty agree-
f 6 ments, subsurface storage of oil or gas . . ." all of which
7 do relate primarily to conservation of oil and gas. We think
| 8 that the phrase "in the interest of conservation" refers back
f ;
ﬁ Y] to the earlier phrase which we have quoted.
.5 10 TQe phrase "conservation of the natural resources
E} 11 of the outer Continental Shelf" is, on its face, broader than
1 12 | the meaning that plaintiffs would give it. Its natural nean-
?' 13 A ing would encompass all.such resources, not just oil and gas,
i; b 14 sulphur and other minecrals.
15 The OCS' Act was originally introduced in Congress
g | 16 » | as Title III of the Submerged Lands_ﬁgt, 67 Stat. 29, May 22,
| & 17 1953. See 1953 U.S. Code Cong. & Adm. News 2177 ff, quoting
| 18 S Rep. ML, Ho Rep. 413, Conf. Rep. 1031, 83rd Cong., lst
| 19 Sess., (1953). It was stricken ffom that Act, but reintroduced
| 17; 30 _in the same form and ultimately adopted on August 7, 1953.
! : 21 In the legislative history, it is still referred to as Title
22 TIL of the Submerged Lands Act, although it was finally
| 23 adopted as an amendment to fhe Submerged Lanhds g, It is
| 24 clear, however, that the two Acts are in paril materia.
25 Section 2&32 of the Submerged Lands Act (43 U.S5.C.
. 26 n §1301(e)) provides T
21 "The term 'natural resources' includes, without
limiting the generality thereof, o0il, gas, and all
28 other minerals, and fish, shrimp, oysters, clams,
crabs, lobsters, sponges, kelp, and other marine
20 animal ard plant 1life bhut does not include water
power, or the use of water. for the production of
30 power.,"
31 We think it entlrely! reasonable for the Secrctary to conclude
32 that the 0C3 Act, In §5(a)(@ ), uses the phrase "natural
1720-05-80N31 _ 6

Tt
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resources” in the gense in which it is defined in Section
2(e) oi the bubmerped lailds Acl.

Ir thereqwere still any doubt in our minds that the
Secretary’s range of choices includes suspension to conserve
the naturalil resources of the outer continental shelf as thus

broadly construed, those doubts would be removed by the

National Environmental Policy Act of 1969, 83 Stat. 852,
42 U.S.C. §4321-47 (NEPA). That Act provides in §102, 42
U.S.C. §4332:

"The Congress authorizes and directs that, to
the fullest extent possible: (1) the policies,
regulations and public laws of the United States
shall be interpreted and administered in accordance
with the policies set forth in this chapter, . . . "

In Calvert Cliffs' Coord. Com. v. United States

A. E. Comm., D.C. Cir., 1971, 449 F.2d 1109, 1112-3, the

court said:

"NEPA, first of all, makes environmental protec-
tion a part of the mandate of every federal agency and
department,. . « . This compulsion is most plainly
gstated 1n Sccetion 102. . . . Congress also 'authorizes
and directs' that '(2) all agencies of the TFederal
Government shall' follow certain rigorous procedures
in considering environmental values. Senator Jackson,
NEPA's principal sponsor, stated that '[n]o agency will
[now] be able to maintain that it has no mandate or no
requirement to consider the environmental consequences
.0of its actions.' He characterized the requirements of
Section 102 as 'action-forcing' and stated that
'[o]Jtherwise, these lofty declarations [in Section 101]
are nothing more than that.'" (Footngpes omitted.)

In' that case, the court 'held that NEPA compelled the Atomic
Energy Commission to consider environmental matters, although
the Atomic Energy Act contained no such requirement. (State

of New Hampshire v. Atomic Energy Commission, 1 Cir., 1969,

406 F.2d 170, 175.) See also Zabel v. Tabb, 5 Cir., 1970,

430 P.2d 199, 211; Natural Resources Defense Council, Inec. V.

Morton, D.C. Cir., 1972, 458 r.2d 827, 836, which deals

NEEPA and the OCS Act.
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4y, The Sécretary's Order is Within the

Range of Choices Avallable to Him.

There remains, however, a second question: <cculd
the,$ebretary suspend operations under the plaintiffs!' leases
-for the reasons that he has invoked in this case, i.e., was
this particular action within the range of choices available
te him? A Plaintiffs ur@e that it was not. They point out
that the leases were made in full conformity with the 0CS
Act, that one purpose of the Act was to develop the ,resources
of the ouﬁg; Continental Shelf, particularly oil and éas,
that the leases themselves contemplate, and indeed;require,
the plaintiffs to drill.- They ‘add [to this the faet that the
statement of the Geological Survey, on which the Secretary
relied, shows that, if drilling is to be done, the ecological
risks are acceptable. Finally, they point oﬁt that the
Secretary himself recognizes that, under these circumstances,
only Congress can permanently ﬁrevent drilling by cancelling
ti.e leases and paying the plaintiffé‘for their value., In
essence, their argument is that the Secretary cannot suspend
the leases to give himself a chance to persuade Congress to
do what he now thinks ought to be done.

The argument 1is a powerful one, but we are unablg
to accept it. As we construe the dCS Act and NEPA, the
Secretary has a continuing duty to guard all the resources.of
the outer Contincntal Shelf. After the leases in question
were made, events occurred in the Santa Barbara Channel
that were both uneuxpected and very dangerous to the environment
These caused the Secretary to reconsider the dangers to the
natural resources of the arca if drilling were to proceed
under the lcases-

On April 20,1971, the Sccretary sent to the

Speaker of the House a letter, a proposed blll, and an

=8
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parties have stipulated that its

by our disposition of this case. Under date of fApril 13,

(Cong;

environuecntal impact statement. In his letter, the Secretary

PR R P DTN Toranan
L vl oL v (¥

~ -~ Asanr
it [ R

5 the aclliuns Lakhen LY Lin a

out in the Santa Barbara Channel, and continrues:

"At the same time, a sccond major action was
taken. An order was signed which converted the
existing two-mile buffer opposite the Santa Barbara
State 01l Sanctuery into a permanent ecological
preserve, Until this order was signed, the area
which covers 21,000 acres, had no special legal
status.

The enclosed bill proposed a more permancent
solution to the problem. It would terminate 35
of the Federal leases and place the area covered
by them, as well as certain other adjacent areas,
into a National Energy Reserve. The resecrve shall
be available for lease only as determined by the
President.

« « « We believe that the proposed bill offers
an equitable solution to the problem created by the
'blowout! in the Santa Barbara Channel area of the
Outer Continental Shelf. It recognizes and protects
the important environmental values of the Santa
Barbara Channel, offers a mechanism for determining
and paying just compensation to the lessees and
prescrves the resources,

In support of a similar Departmental proposal
Introduced In the 91Lst Conpgress, Presldent Nixon
stated:

' » « « This proposal for Santa Barbara illustrates
our strong commitment of usc of offshore lands 1in
a balanced and responsible manner . . . This recom-
mendation is based on the belief that immedizte
economic gains are not the only, or even the major,
way of measuring the value of a geographic area.
The ability of that area to sustain wildlife and
its capacity to delight and inspire those who visit
it for recreation can be far moyre important char-
acterictics. This proposal recognizes that
technolopy alone cannot bring natlonal greatnes:o,
and that we must never pursue prosperity in a way
that mortgages that nation's prosperity.'"

The Bill, however, did not come to a vote. A

second suspension order was issuecd in April of 1973. The

1\//ulidity will be controlled

1973, the Secretary re-submitted the bill. In his letter

. Reeo = Senate, S=104G0, Tune 6, 1973) he oatd:
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“, . ., Thh Departmen’'s geologic and environmcntal
analysis initifited following the blowout led to conclu-

)
sions which, ih light of the subsequent enactment of
NEPA, required; that the Depariment veview the impliecs-

tions of operajions on existing leaces. Moreover, in
the course of this review the Department also considered
the existing cnergy crisis and the present pressing need
for o0il and natural gas . As a result of this review,
it has been determinced, con a balancing of all national
interests, that the overall benefits to the MHation from
the establishment of a National Energy Reserve as this
bill provides, would outweigh any anticipated beneiits
which would come from permitting the present development
of oil and gas deposits pursuant to these leases. Such
a National Energy Reserve would complement both the
Federal Ecological Preserve and the adjacent buffer

zone and would protect the unique environmental and
recreational qualities of the Santa Barbara Channel

and the four. Chennel Islands, which during the 92nd
Congress were included in a proposal to establish a
Channel Islands' National Park."

The bill was introduced in the Senate on June 6,
1973. So far as we are advised, it is still pending.
When the suspension order in question was made,

drilling had not.yet begun on the leases in question. In

sucli circumstances, the fact that the leases might be

Lerminated 1 highly rolevant Lo an evaluation of the risks

e arn s

[t R,

involved. JYor example, cven 1f the threat to the marlnc
environment were grave, the Secretary might be justified in
refusing to order a suspension of operations if it were
certain that drilling would eventually take place and there
were no reason to believe that the risks would decrease with
the pacsing of time. On the other hand, 4f there were a sood
,

possibility that drllling would have to be abandoned, 1t
would certainly be rational for the Secretary to decide noct
to run the risk of substantial environmental damage, even

if that risk were not acute. This is particularly true when,
as the Geological Survey statement observes, the plugging ofl
wells i1ts21f poses a risk of ccological damage. It would

e
by

-]

make Jittle sense Lo require thg Sceretary to ignore rea
by always assumbngy, that o leased 1'1eld will eventually be

doveloped,

s

S
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1 The fact th.t the bill in guestion was recorwcnded
2 by the Sceretary does not affect this analysis. It cannot be
5
. 7 |
) seriously contended that he has no power to vecoumend legisla-)|
4 .
tion. Indeed, NEPA scews to require that he do so when he
5 l
belicves thuat lepislation is neccessary to cnable him to cairy |
8 |
. ont his dutics under that Act, Sce §103 and §102(2) (C) '
7 ’ |
. "y F
8 42 U.S,.C. 84333 and §4332(2)(C). It would be a strange rule |
9 of law tqﬁinsist that the Secretary's right hund ignore what
10 his left hand is doing. There is nothing to support the
N plaintiffs' fears that the Secretary will use tlhiis procedurec
12 . oM.
s a bootstrap moethod of discontinuing the off-shore ciplora-
13
tion and drilling program entirely. Should such abuses cccur,
14 '
- they cm be dealt with in an appropriate case. We think that,
D
b Y
16 sivea the foet thet drilling had not yet begun and that it
W misght have to be abandoned, the Scevetary's evaluation of
1y the environmental risks cannot be called arbitrary,
= capricious, an ibuse of discretion, or otherwise not in
20 J a
accerdance with law.
21 4
We do not hold that the Sceretary can contiuue to
22 ' :
issue cownarable ovders one after another and justify them
{ J b
23 i
By by vepeatedly havihy his proposed lepislation introduced
25 in the Congress, It is arguable that at some point, if
o0 Congress does nobt.act, there must be an end to the matter,
?,7 m . | . . i . . ] 41
Tho partices’ stipulation precludes our considering whcthor
5
I that point had been reached-when the first suspension order
20
cxpired in Junuary of this year, Ve cxpress no opinion ag
30 |
21 | Lo vhether such a point vould be rveached if and vhen the
¢ |
an order precently In elfieett expires without congressional
I
|
kil aatnlone ”[
ty e |
=L~
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i action, 1L thet hoappens, and if the Sceretary then shonld
2 issuc another suspension, that would be a new and different

cane,

The judement is reversod,

10
11
12
13

14

16

P e andatane

BT 2 e
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FOOTHOLL

!

|
When 11. new order was issued, the plaintifif
filed'a vew action attacking its validity on
June &, 1973, On June 11, they stipulated
that the issues in that action are the sune
as in the present action, and:
"3, That the Gulf case is coutrolling for
the reasons get torth dbove and that the
partics will be bound by the final judinent
of that case in the minner as set forth
herceinafter:

(a) T£ the final judgmont in the Gulf casce
atfirms the judgment of the District Court
in that case on all points, then a judgment
shall be entered forthwith by the District
Ceovirt in this case nroviding that the 1673
Suspension Oider is vacated and set aside
and that the initizl terms of the leases

be extended for the period of time, if any,
betwecn the entry ol final judgment in the
Gulf case and the cntry of final judgment
in this sction. '

(h) TL the final judgment in the Gulf case
yeverses the bistrcict. Court's deelision thercin
on all points without remanding any issues and
affirms the validity of the suspension ordes:
under attack there, julzament will be entercd
by the District Court in thl" case declavinsg
the validity of the 1973 Suspension Onder

and dismissing the KUrOQOLng complaint with
prejudice;

(c) If the fival judgment in the Gulf case
afifivme pavagraphs 1 and 3 of the “Pistrict
Cowrt's judgment and conversely reverses,
without: remaunding paragraph 2, then judoment
in this ecase shall forthwith be entered and
shall provide the relief described in
nardsraph 3(a) ahove;

B 3

(d) 10 the judgrent of the Appellate Court in

the Culf case afbivms, reverses or remands auy
parazraph oy any combination of the parasraphs
o poriicns thercof (hal speeifierlly ro .

to abave, ob rhe Colf Dicstrict Couvrt's judomes
the }iuxl Judgent in cull of those issnes

povern Jany judgmwent entered nerein,’

(Sapp. TrL Stipulation, pape 2, Jine 25, to
pane 3, line l’_,'..}

Reproduced at the Richard Nixon Presidential Library and Museum




” Gulf 011 v. HKorton, T2-2049

|
g

CHAMBERS, Circuit Judge, concurring:
In my vicw, the second suspension order 1o
before us only to demonstrate that dur case, whieh is

limited to the first suspenslon order, is not moot simply

beecause 1t hasgexpired by its terms.
The second suspension order is the subject of 2

second action pending in the distriet court and is ndét here

I think the rationale of Block v. Hirsh, 256

U.S. 135 (1920), justirfies the first suspension order. I

e 1) .

my doubts about the second one, but that 1is not before

have

us.  Surely, as Judpge Duniway Indicates, the tlme arrives

vhen enourh s too nuch,
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Gulf 0Oil v. Morton, 72-2449

BOLDT, District Judge, (concurring):

I concur in the opinion of Judge Duniway and also in the
concurring comments of -Judge Chambers.

Under the circumstances existing at and before the
expiration of the first suspensien order and continuing to
exist at thié time, I think it might be shown upon full hearing

and consideration by the district court that the second suspen-

W -

sion was arbitrary, capricious and-'discriminatory. Among the
matters which might be relevant and material in such a hearing
are: (1) more than five years have passed since appellees pai
approximately $153,000,000.00 for the leases in question, with-
out as yet having been permitted to exercise their leaschold
}ights, arequably in vioiation of coﬁstitutional rights; (2)

in oral argument appcellees® counsel stated, without contradic-
tion, that a considerable number of other lessces have been
allowed to continue drilling for and extracting oil from lease
sites in the Santa Barbara Channel during the suspension

period applicable to appellees!' leases; (3) the express purpose
for which the Secretary of Interior is authorized to grant

oil and gas leases under the Outer Continentalhsgqlf Lands ACF,
enacted 'in 1953, is stated in scction 8(a): "in order to meet
the urgent needs for further exploratior and development of the
0il and gas deposits of the submerged land of the Outer Con-
tinental Shelf" (emphasis aceded); {(4) the 92nd Congress failed
to act and thus far the 93rd Congress anpears disinclined to
act on the legislation proposed by the Secretary of the Interiocr
to terminate thesoe leases; and (9) the existing extremely

critical national and international onergy crisis.

el =
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Gulf 0il v. Morton, 72-2449

In view of the circumstances suggested above and others
that the parties might present, in my opinion the stipulation

of counsel referred to by Judge Duniway, approved without

‘hearinyg in the district court, now appecars to have been

improvident and might be held contrary to emergent national
interests anf vital public policy. In my view the vailidity
of the stipulation and the right of the appellees to challenge
the second suspension order on any available legal .and factual

basis ought to be heard and determined by the district court

in the case now pending in that court.
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

July 3, 1974

RE: Santa Barbara

Attached are maps showing the Santa Barbara Channel Region,

Vince McKelvey has indicated both "unit areas" and
exploration wells drilled since January 1, 1971,.¢

e

We W. 'f[.vyons
Deputy Under Secretary

Enclosures I"
]
W HOg,
S £ S0
8] 2
..gi}
76 Let's Clean Up America For Our 200th Birthday
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APPENDIX B

PROFESSIONAL PAPER 679
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Brea and (or) oil sand deposit

Three-mile limit

Leased Federal parcels

Leased State parcels
P-0215
Federal lease number
PRC-3403
State lease number

LEASE HOLDER

A. Ashland Oil and Refining Co.
Colorado Oil and Gas Corp.
J. M. Huber Corp.

Husky Oil Co.
Kewanee Oil Co.
Midwest Oil Corp.
Pauley Petroleum Inc.

B. Atlantic-Richfield Co.

C. Atlantic-Richfield Co.
Humble Oil and Refining Co.
Standard Oil Co. of Calif.

D. Atlantic-Richfield Co.
Marathon Oil Co.

Getty Oil Co.

E . Atlantic-Richfield Co.
Mobil Qil Corp.

F . Atlantic-Richfield Co.
Mobil Oil Corp.
Signal Oil and Gas Co.

G. Atlantic-Richfield Co.

! PreSIdengqaﬂ., Petroleum %'/B-{ Inc.
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Signal Oil and Gas Co.

. Atlantic-Richfield Co.

Standard Oil Co. of Calif.

. Cities Service 0il Co.

Continental Oil Co.
Phillips Petroleum Co.

. Continental Oil Co.
. Gulf Oil Corp.

Mobil Oil Corp.

. Gulf Oil Corp.

Mobil Oil Corp.
Texaco, Inc.
Union Oil Co. of Calif.

. Gulf Oil Corp.

Mobil Oil Corp.
Union Oil Co. of Calif.

. Gulf Oil Corp.

Union Oil Co. of Calif.

. Humble Oil and Refining Co.
. Humble Oil and Refining Co.

Phillips Petroleum Co.

. Humble Oil and Refining Co.

Standard Oil Co. of Calif.

. Humble Oil and Refining Co.

Texaco, Inc.

. Humble Oil and Refining Co.

Union Oil Co. of Calif.

. Marathon Oil Co.

Sun 0il Co.
Sunray DX 0il Co.
The Superior Oil Co.

. Mobil Oil Corp.

Union Oil Co. of Calif.

. Pan Petroleum Co., Inc.

Phillips Petroleum Co.

. Pauley Petroleum, Inc.

Phillips Petroleum Co.

. Shell Oil Co.
. Shell Oil Co.

Standard Oil Co. of Calif.

. Signal Oil and Gas Co.

. Standard Oil Co. of Calif.
. Texaco, Inc.

. Union Oil Co. of Calif.
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_— BRIEFING PAPER 2,

Decision on Exploratory Drilling and Platforms C and Henry in
the Santa Barbara Channel.

I. ISSUE: Should the Secretary rely on Environmental Impact
Statements published in July and August 1971 for compliance
with the National Environmental Policy Act in reaching decisions
relating to Platforms C and Henry and Exploratory Driliing

Permits on 35 (eases Yormerly proposed for inclusion in >
e ———

. — . . -\-‘-‘_\-‘a‘.'. '
National Energy Reserve legislation?

Hfiﬁﬂ«% % %47%; € Js&

A. Platforms C and Henry/
August 27, 1971: Environmental Impact Statement (EIS) on
Platforms C and Henry was released.
September 20, 1971: Press release announced Secretary's decision
denying applications for Platforms C and
Henry. (attachment 1)

September 23, 1971: Union et al., filed complaint in District

Court asking for an order Jirecting the
Secretary to permit installation of Plat-
form C.

October 1, 1971: Regional 0il and Gas Supervisor advised

lessees in writing that their applications

for Platform C and j;rry wereSdLnl;;j>>\
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November 4,

January 12,

November 6,

November 13,

February 7,

1971:

19783

1973¢

197 3z

1974:

(attachment 2)

Sun et al., filed petition in Court of

Claims seeking damages for a taking of
property or breach of the lease contract.
District Court affirmed authority of
Secretary to deny application for Plat-

form C. Appeal filed by Union et al..

Option paper for Under Secretary on
Platforms C and Henry and Exploratory
Drilling prepared. Option 2 approved by
Under Secretary. (attachment 3)
Wakefield testimony before Subcommittee
on Minerals, Materials and Fuels of the
Senate Interior ‘and Insular Affairs Com-
mittee committed Department to EIS on
"developing o0il and gas in the Channel"
but did not mention Platforms C and Henry.
Director, USGS, requested instructions on
whether installation of Platforms C and

Henry could be approved. (attachment 4)

B. Exploratory Drilling

June 11, 1970:

Legislation submitted to the Congress to
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April 21, 1971:

August 3, 1971:

October 31,

197D,

April 18, 1973:

November 13,

107 B

create a National Energy Reserve on 20
leases in the Santa Barbara Chanmnel.
Legislation resubmitted to Congress and
suspensions ordered on 35 leases proposed
for inclusion in a National Energy Reserve
in the Santa Barbara Channel.

Gulf Oil Corporation et al. filed complaint

in the District Court challenging the Secre-
tary's authority to suspend operations on

35 leases pending consideration by Congress
of the legislation for a National Energy
Reserve.

Humble 0Oil and Refining Company et al.

a complaint in the District Court on the
same grounds as that filed by Gulf 0il

Corporation et al..

Legislation resubmitted to Congress to
create a National Energy Reserve and ter-
minate the 35 leases in the Santa Barbara
Channel. Suspension of operations ordered.
Wakefield testified before the Subcommittee
on Minerals, Materials and Fuels, of the
Senate Committee on Interior and Insular

Affairs.

S
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November 27, 1973:

February 7, 1974:

March 25, 1974:

May 8,

1974:

The District Court held in Gulf, supra,

that the Secretary's suspension of oper-
ations on 35 leases was not in the interest
of conservation as required by the Outer
Continental Shelf Lands Act. The Depart-
ment of Justice filed an appeal.

Director, USGS, requested instructions on
whether permits may be issued for explor-
atory drilling on 35 leases formerly pro-
posed for inclusion in the National Energy
Reserve in the Santa Barbara Channel.

The Ninth Circuit modified its earlier

opinion in Gulf, suwra, and found that the

suspension of operations was in the interest
of conservation but that the reason for the

suspension terminated when Congress ad-

journed{ sine die,on October 18, 1972,
without taking action on the legisiation.
Thereafter the Secretary's suspencsion was
no longer in effect.

The District Court entered a judgment pur-
suant to the Ninth Circuit opinion which
orders the Secretary "forthwith to take

L
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such action as 1s authorized under the
Outer Continental Shelf Lands Act and the
regulations thereunder, . . . nggptly

to act .upon applications for drilling permits
[

submitted by plaintiffs respecting such

‘leases, and to take such further action in
- — - - N —
accordance with said Act and regulations

—————— S — e - -

—
as is necessary and proper to comply with
e B
the provisions of the leases." This order
gmm—— -

will become final pn July 8, 1974. |

/&l’ ﬂ"*‘ﬁ - &»Z,QJMM? /‘/;C
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ITI. Discussion:

A. General Background.

Leases became effective in Santa Barbara Channel in 1968, two years
before passage of the National Envirommental Policy Act. To date
there has been no Environmfﬁtal Impact Statement discussing oil and

gas developments in t@Santa Barbara Channel. The Department

has been obliged to write impact statements on individuval phases of

development or particular plans for development such as Statements

on Platforms C and Henry and on exploratory drilling.

\L" At this time an EIS on increased oil production in the Santa Barbara
\

\ Channel is under preparation in the GS. The schedule calls for its

% éMJanuary 1975. The current outline does not include

sections devoted to exploratory drilling or Platforms C and Henry.

B. Platforms C and Henry

Applications for Platforms C and Henry were denied on September 20,

1971. Input into this decision came from an EIS publisked on Augusyz,

1971. The press release announcing the decision stated that the \AX \
applications were not granted '"because of overriding envirommental \p \
considerations". Furthermore, attributed to the Secretary was the

statement that 'The Santa Barbara Channel is the most unique envirommenta
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situation in the entire outer Continental Shelf of the United States."
In the written notice to the lessees +the acting Regional 0Oil and Gas
Supervisor stated that the Secretary had "determined that the
installation of Platform C [and Platform Henry] would be inconsistent

with protection of the enviromment of the Santa Barbara Channel . . . "

The EIS for Platforms C and Henry was one of the first written by the

Department. It contains 48 pages of text. Since its publication 2

—

sets of CEQ guidelines have been issued and the Departmental Manual has
been revised once. In addition, OCS orders have been revised, techno-
logy has evolved and improved, our understanding of environmental

consequences of platform operations has increased and our knowledge of

the geology and basic enviromment of the area of the Santa Barbara P

Channel is greater than in 1971. \A'\ ‘\S b/)

In the November 6, 1973 Option Paper to the Under Secretary, the pros
and cons of a new EIS on Platforms C and Henry were set forth in Option 2,
the Option subsequently approved by:the Under Secretary and apparently in
modified form by the White House. That Option read, "The Department
could announce that it is reconsidering its position with respect to
the National Energy Reserve proposal, Platforms C and Henry on leases

0CS-P 0241 and 0240 respectively, and other aspects of oil and gas
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development in the Santa Barbara Chaahel and in so doing is initiating

/

a new envirommental impact statment(é) covering these matters." This

would arpear to represent the Department's latest thoroush consideration
~ o e

of this matter. The testimony of Assistant Secretary Wakefield in
November 1973 was silent as to the Department's intentions with respect

to Platforms C and Henry.

While it is true that Assistant Secretary Wakefield's testimony did not
refer specifically to the Department's intentions with respect to
Platforms C and Henry, to one not privy to the internal deliberations

of the Department the commitment to undertake a reassessment of the
development of o0il and gas in the Santa Barbara Channel through the use
of an EIS could readily be interpreted to include considerations of
Platforms C and Henry as those platforms represent the development phase

for oil reservoirs on the respective leases.

If applications for Platforms C and Henry were approved prior to completion
of the Senta Barbara Channel-wide EIS the Department would be forced to

rely on the 1971 EIS for compliance with NEPA. Such reliance would be
. ke

difficult to justify at this time. Procedurally an environmental assess-
e e — ey

ment should be part of the administrative record on such a decision and it
is difficult to conceive of that assessment indicating that no updating or

supplement to the 1971 statement was necessary.
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/
/
/

/
On the other hand if no permits wer§'granted for Platforms C and Henky

‘ /
until after the Santa PBarbara Channel-wide EIS were prepared, the /

outline for that statement could be| amended to include a full @i%cussion

/
/

of potential impacts relating to these platforms. These pl@ﬁforms would
be discussed in the context of the overall development pléns for the
entire Santa Barbara Channel. If the statement itself were adequate

we would be in a good position to demonstrate compiiance with NEPA.

//
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C. Exploratory Drilling

When the legislation to create a National Energy Reserve was

submitted to Congress for a third time on April 18, 1973, Acting

e

Secretary Whitaker stated in his memorandum to the Speaker of the
Senate and the President of the House that "As a result of this
review, 1t has been deterrined, on a balancing of all national interests,
that the overall benefits to the nation from the establishment of a
National Energy Reserve as this bill provides, would outweigh any
anticipated benefits which would come from permitting the present
development of oil and gas deposits pursuant to these leases. ©Such a
National Energy Reserve would complement both the Federal Ecological
Reserve in the adjacent buffer zone and would protect the unique
envirommental and recreational qualities of the Santa Barbara Channel
and the four Channel Islands, which during the 92nd Congress were

included in a proposal to establish a Channel Islands National Park."

The November 6, 1973 Option Document does not discuss specifically

e ——
exploratory drilling on the 35 leases proposed for the National Energy
Reserve. Option 2 provide: that the Department will reconsider its
position with respect to the National Energy Reserve proposal and in
so doing will initiate a new EIS covering this matter. The issuance
of drilling permits on these leases of necessity reflects the result of
the reconsideration with respect to the National Energy Reserve proposal.

‘However, it would not be done under the conditions of Option 2 which

called for an EIS.

10.
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Assistant Secretary Wakefield's testimony of November 13, 1973 does not
refer to exploratory drilling. It advises Congress that the
Administration is reconsidering its proposal for a National Energy
Reserve. It provides that the vehicle for this reconsideration would
be an EIS. Assistant Secretary Wakefield testified that "When the
results of our study process are in, we will reexamine our proposal and
cammunicate our decision to Congress." To the extent that the issuance
of drilling permits on these leases would suggest a change in our
position resulting from a reevaluation with respect to the proposal

for a National Energy Reserve it would be done without the EIS suggested
for our reevaluation of the legisliﬁiye proposal. It would also be
done without communicating the results of our study process to Congress.
In subsequent testimony Assistant Secretary Wakefield spoke only in
terms of development drilling and stated that "Our decision would be
whether to permit developmental drilling and that decision would be

communicated to you before the drilling commences."

The judgment issued in Gulf, supra, on May 8, 197k, orders the Secretary
promptly to act upon applications for drilling permits. This could be
used for a Jjustification for issuing drilling permits in the near
future without further EISs. However, the Court's order does not make
the Secretary immune from a lawsuit alleging that in so acting upon
drilling permits he must file an updated or supplemental exploratory
drilling EIS. The adequacy of the 1971 Exploratory Drilling Statement
was not at issue in Gulf, supra.

m———

11.

Reproduced at the Richard Nixon Presidential Library and Museum



— 4

An argument can be made that because exploratoryldrilling permits have
= - —
been issued pursuant to the 1971 EIS elsewhere in the Santa Barbara
Channel, a total of 8 permits since the statement was published, that
the exploratory drilling program 1s an ongoing program and need not
be halted pending a supplemental or updated impactfstatement. In
conjunction with the exploratory drilling program however the Department
would commit itself to update its earlier impact statement by inclusion
of exploratory drilling in the Santa Barbara Channel-wide EIS currently
in progress. Such an argument could be persuasive and protect the
Department from an injunction. However, the Exploratory Impact
Statement of 1971 suffers from the same infirmities of the Platforms C

and Henry Impact Statement discussed above. Standing on its own

without a further commiwmment to update and revise that statement, the

| chances of successfully defending the issuance of drilling permits

&yould be small.

12.
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For Release to PM's eptamber 20, 1971

IRTERTCR DENIES REOUVESTS FOR FLATFORNMS
IN SAXNTA BARBAILY CHANHEL
Secretary of the Interior Regers C, B, Morton today anncurced that

[=n

per 3

ts for oil production platforms C (Lease P-0241) and Eenry (Lease
P-0240) in the Santa Barbara Chauncl will not be granted becavse of over-

riding enviranmental eonsiderations.”

The Administration propesed the creation of a Federal Sanctuary in 2

P

bill submitted to ths Congress on Aprll 21, 1971, “Therefore," Morton

e

sa d, *new platferms to be {nstalled on Federal leases seaward of the State

Sanctuary are incempatible with the concept cf the Federal Sa n(tudrv

- -

"Further," he continued, ™all eperations on 35 ¢f the 79 Federal leases in

PRI ¢ T

the chanucl were suspended on thal date with a reguest to the Conpress that

(]

these leases be rescinded and that lessecs be reimbursed as determined by

the Courtcs.'

"ihe Santa Barbara Channel,” Secretary Mortoa added, "is the most

unique Cn"l;unmLutat situabion on thv entirc outer continental shelf

the United States "

x x x : T
) . i _ “ EXHIBIT I

‘ L aTmem e T
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UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY
7744 FEDERAL BUILDING

300 NO. LOS ANGELES STREET .
LOS ANGELES. CALIFORNIA 90012

October 1, 1871

= [ DT

3 vep N
] RECEWED I,*y‘

0CT 51979

% &
$845 operatS

Union Cil Cormpany of California
P. O. Box 7€00, Terminal Annex
Los Angeles, Califormia $005%

CERTIFIED ¥AIL - RETURN RECEIPT REQUESTED

Gentlemen:

.

On Septecber 16, 1968, this office approved your application of
September 9, 13G8, for the installation of Platform "C" on lease
OCS-P 0241.

Departzental review and environmental evaluation of this proposed
installation have been ccmpleted by the Secretary of the Interior.
Under the Cuter Continental Crelf Lands Act (%3 U.S.C. gg 1331-13%3) as
interpreted in accordance with the ~ational £nvironmental Folicy Act
(42 U.S.C. gs k321-4337) he Is required to take 211 reasonable steps

a to assure that oil and gas developcent is consistent with the protection
of environmental values. ke has determined that the Installation cof
Platform "C'" would be inconsistent with protection cf the environuent
of the Santa 2arbara Chamnel and has directed me to withdraw the approval
of September 16, 1563. Accordincly, pursuant to the authority vested
in the Secretary by the Cuter Continental Shelf Lands Act and the
‘regulations thereunder, the approval of your application is hereby
withcrawn. s '

- This denial constitutes final action by the Department, thus exhausting
your aduinistrative remedies.

Sincerely yoors, -

(Orig. Sgd.) F. J. SCHAMBECK

F. J. Schanbeck
Acting Repional 0il € Gas Supervisor
Pacific Region

cc: Chief, Branch of 0il and Gas Operations <e—e=x This Copy ior -y

) . 4[ CrRISE S
- tfxl C,__:zg ()?) )—/:M— K__‘({QA’/‘C,« ra éCS
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United States Dﬂml mant of the Interior

OFFICE OF THE SECRETARY
\“V{XSLAL\ —‘F OL\, rC’t 20240

NOV 6 - 1973
Keaoraniuna
To: Under Secvetory
Froas Assistant Secretary -~ Znergy and Hirerals

8abject: Options available £or 21l and gas dsvelopment
in the Santa Barbara Channel

Deelsion:

Should the Ainmi 'zishs. lon, in 1lizht f devwmlorricnts in recent months
2] its rogsition wizh resnect to the dovelop-

nent of 35 oite (.‘mt nental Cheld o1l and sas lezzes in the Zanta

Baxtara Chan: el cratained in a lzzislativae mronnsal €2 ersate 8

ationnl ‘nexyy ieserve a th resnect io th2 instsllation oFf gldi-

tional fize? nlatifsms on laa 3

5 P (24) and CUS-7 oehn aidjacent
to the area propoged ror a Josorve?

Backoyrms rvi.

The loases unler consileratinn were nall issued in early lf;’> The 35
leasea received bonuses of (203,702,340 leases Ciew 0241 and
OCS«? C2N0 paceivel bornusas o :_,‘};-),';'"j‘a"‘-, 2. Totestial le*;;»). hurdles

to develsymment of theze loasos eslde, the Gellozzical Survey rzasons
that a ceolsisn o perazit dew >lot":;ezrc of thaze 35 leases i3 roushly
cqulvlent to holdinz a lease gale ingofar a3 the anticivatedl perinsd
for rozlization of productinn is ecucerned. In either coasgse wnitial
production cculdi bz cxpecteld within thrue to five yearse 'Thls estimate
could Le increaased i do2lavs weva ereduntersd in obtainins encus
Arilling rizs for an winterruntad esnloratory drillinz vrogran in ke
Senta Zarbara Chamnel. A leosze eale of £ southern California could mve
a bearing on the ¢vallability of rizse.

The bezinnirs of sisnificart rraducticn from Flatfamm €, OCS-T 02M1,

could he obtainel within 1Z oouths as that platismm hos alre«ly been

constmecteds Troducting fron Flatfora Heury could be exmectisd within
35 monthng, the ting reeded ¢ construect and install the platfarz and

drill the pecessary develorment walls,

ATACHMENT 3
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To date only limited exvloratosry drilling has been conducted on these
35 leases. “izht erploratory wells have been drilled and one disaovery
hag been declareds One lease within the Reserve arca has bzen relin-
quished aftar two unsaceessiul wells were drilled. With such limited
exploratory work it ia 4ifficult to errive at any relisble estimates
of recoverable reserves rroa the lesges., The Gesolozical Survey, on
the basis of this limited knowlelze, hovever, estimates n-tehtiklly
recoverable reserves irom these 35 leases to be in the aeizghborhoxd of
875 million barrels of oil and 435 billion cuble feet of zas.

On Jure 2, 1372, an Adninistration bill to terminate 20 leases in the
Santa Barbara Chanzel and to cr2ate a Natiozal Frnerzy Reservae was
introduceld in the House. H=arinzs on the bill were held in September,
1570, but the bill never came out of Committee. On April 21, 1371,
lezisletion was orain submitted to Cenﬁr036 by the Alnministration, this
tine to teminate 25 lenses and create a National ‘neryy Zeserve. On
the same date the Dzmrtneat susvended operations on 35 oll and gas
leages in the fanta Barbara Channel. 7The turrose of the suspension
orcder wag to conserve the natural resiurces 9of the Chaanel and prevent
potential waste of the oil arl zas so that, nrisr to lease develomnent,
Conzrecss could aclt on the le-lslatlnn. The suswension ordiers were to
be in elffcct until the eni of that gesaion of Conzress, Janmary 2, 1373.
Under tine legislation, czomengation for the 35 tenninmuei lcases nas to
conme Irom incereased wroaductlizn iu the KUL H1lls faval etroleum Rosorves
the enount of the increas2d rroaduction which would be -gbued coull not
be estinated vrior to the crurt actiosn provided by the lozislation Lor
the deterwination of c"mnbnsati n Tor the leases. i hearinzs were
keld on tals lezislation. ss2atially the same legislation was sub-
mitted to Cougress by the imicistration on Avril 13, 1273, and once
ageln susrengions were issued for the 35 leasas.

The lezality of the susvensions issued in 1971 and 1373 15 the subject
of litisatione Guly OLl et al. v. Ms»tan, Fumble 21l et al. v. Yoiton,
Mobil 211 et 21, v. iorion. A decision is due 1rom the wia Clrcuit o
the lesality orf thae 1/¢) susnension, and this decision will be e-ntrol-
1inz on tie 1573 susvensione Until such a deelsion 15 received the
probabil ty 13 hizh that the lessees will not attemmt to develop any »f
the 35 Zeases, even If peraitted to 4o 85 by the Demrtment, because
the issues in the Gulf case bave raised doubts concerning the title to
these leases. This factor has a definite beariny on the ovtions
dlscussed below. Furthaemore, the lesseca aight atteant to enjsin thae
termirating of the susrension covering these 35 leascs, which woull
coincide with withdrawal of surmort for the lezislation, ovtion 1, until
all questiona of title to the 35 leases have been resolved.
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A decision to develsp the 35 leases in the arez vraoposed Tor a National
Eoerty leserve, a8 contemplatel by ontisrns 1 and 2, ¢ould lozically bve
broadened to permit installation of Flatforas C and iHenry 2n leases
0CS=" 02L1 and (2L0 restectively. Iermission for these platforms was
denied in September, 1371, Tartially on the basig that these platiforms
would be inconsistent with the A'nianistratisa's prooosal for 2 ational
Energy Reserve. If the A'alvistration withdiraws support for the Reserve,
it could lozically zrant peraission €o irstall the two platformse.

Another factor bearing on all the optlons discussed is the continued
thoush wauantifiable resistarnce of certain sectiong of the State and
local population to additional o1l and ras develoment in the Saata
Baxbara Channel. Thougi attitudes of State afficlals way be chanzing
(see attached summary of renort by the Resources Azency of California -
January, 1573) anl citizen svossition may nov be as vieal as in 1363,
sufficlent omposition to develommant of the 325 leases may be anticivated
from local citizeuns and eavironmental groung to raise tue mossibility of
lezal chwllerzes to Derartnental actions leadilng o develosmaent of these
35 leasaes and mercission to install “latforms C and Henry on leases
0C8~2 (2L1 and OC5-2 024D, These lesal challenses could focus on the
Departnent's comnliance with I°TA and a rmajsr issue which arises in
connaction with the teminatinn of the susrernsion on taese 35 leases,

& balancinry o7 the »otentisl eavircnmantal costs on the onre hand and
the berelfits of developing the oil and gas resoupces on the other.
Option 2 takes these issues intos account.

3

A decision on develomaent of thase leases should zlso be considered in
lizht of other respongibilitics of the Demartment in the Chacrel area,
notadbly Channel Islandas Ilational ionument. In addition, stulies are
belng conluctel to explare the reasiblllity of an exparnded Channel
Tolands ational ark. ILezislatisn to eatablish such a Tzark is pending
in Conzresa. Both these areas are intenidled to preserve recreational
and wildlife values that could receive poissible adverse impacts from
resunptlon of develoment oa these 35 leases.

A decialon nmust be reached on thig matterr nromptly because Senator
Metcalf's Subcomittee on l{inerals, Materials, and Fucls of the Senate
Interlior and Irsulor Arfairs Committee v ill hold hearinzs on the
Adninistrationts proposal and other le:islation for the ianta Barbara
Chanrel on losaday, iovember 12, 1373. The Subcommittee shinuld be
notified prior t5 that reariny ir thne Administration’s position on
this lezislation has changed. Testimorny on the bill must be cleared
as well.
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The Iiavy keg inlicated that it ia considerinzg recommending tha th@
Presisent declare an emerzency based on the cut off of Middle fast 011
and seck a Joit resolution from the Congress to vraduce 160, ~7 barrels
of oil per 2oy from laval Jetroleum Reserve #+1 (D1k Hills) for a one=-
year perlod, and to uce the nrocezds fron the sale of such oil to
finarce exnloration anl develoment of l'aval Petroleun Zeserve /4.

Such a cource of action is inconsistent wita the current lezislative
proposal €5 use Ulk Hills vnroceeds to reimburse the lessses in the
Santa RBarbara ieserve before using them far retroleum Reserve i#h.

Option 1: Anrounce that the Administration has dropved its gsuovort of
the National Tmersy Reserve lezizlation, 1s terminating the suspension
of operations and oroduection on the 35 leases, and is praceeding €
process oubstardinz exrisratory drllliivg applications. In aidition, the
Departaent will reconsider annlicatisng to install Plstforms C and Henry
on leases OC3-Y N2L1 and C5-2 0249 ad)acent to the area proposed for a
Nationsl 'meryy [eserve.

Pro: (a) Indicates that the adzinistration {s tryins to increase the
domestic mesdustion of oll and zas to meet the eneryy shortaze and Middle
Tast cutback.

(b) ~rz bably achleves the b
Platfora C wit i 12 aoatha, sincsa
installation. Mraductina 15 wmogsi
reconsiad cratlon of its applicat

1ine of siznificant oraduction from
}).LL.UJ. oTR LB 1‘& wojrc‘l:’:‘ &n»i.hill."g

e from latiarm ilenry, if Sun seciks
1, within 35 months.

f<4
‘3
b fm
[SETe-
u

(e¢) 7™oiitically, the vresent is an elvantazeous time to take this
action with zroving nublic realicaticn of the eneryy shdrtage beconing
pore critical in 1light oFf the 1llddia Yast curtallzment of snhipnents. The
need for enerzy will sutireizh aesthetic and other eavironmental consldera=~
tions 1o more minds tolay thnan three years ago.

(a) Cronting wermissinon to irstall Platforms C and Henry would moot
certaln difflecult leral igsves in litization concerinz the previous plat-
form denials and eliminate tihe possiollity of unfavorable juliclsl inter-
pretations <f the lecretary's au*hority. Damage igsues would remain but
not te as ¢ tensi"e.

(o) Conzressioual mémbers conecious of the great need for enervy
would be 1llkely to epplaud the inltlative, as would the city of Ventura,
California, and most of i t{s citizen groups.

() Current te-,;olqu, ard tizhter regulations and inspections

diminish the mssibility of significant impact on the environment excent
f'or aezthetic objecti-ng.

Y
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Con: (a) Tuvironmental grourg and many cliizers of Santa Barbara who
would ba onposed minht iritinte litication. Lezal Issues would be likely
to focus on th2 Demartnent's comnliance with ¥2TA; (1) the alequacy of
the Flatforas C and Illenry Znvironmentald Tanact Stateonent (Azzust 22,
1371), (2} the adequacy of the vloratory Drillinz Invironmeantal Imvact
Statement (July 33, 1971), and (2) th2 need for a counrexrensive, programe
type statemnent for the entire Santa Barbara Chanrnel.

o
47

(b) If we tale this action now 1%t will be a policy Jecision nmot
required by the Outer Contivental Shelf Lanla Ack. Cousesuently, the
Departnent will bear the bruniy of any criticisma. The Department will
not be zetinz in reaponse to & juilcial order requirinzy us to permid
develotmeut, e.7.; & Court of Avnpesls alffirmetion of the District Court
decision in Gulf 041 v. Morisn.

{c) Bzcause of the canital investments reauired in OCS exdloration
and develoment, lecscaes are unlikely to nroceed to exnlore and develon
the 35 leases, no zatter what the Derartuent does, until a2 final declsion
in the Gull caose gettles the question of title to the leases which is
{mvlicit in the isgsuses raisel in tiuat caose. The lesseed misht attennt
to enjoin siy Derartmental decisisa which could Jeopardize their title
ontil e firal decision is ovtained.

(1) wWouli {ncrense inldustrial devalomment £ar oil and gas related

facilitics in the tanlta zarbara Channel and subject the area to greater

potentizl riska of mollution. The possibility of another acclileant cannot
be trtelly eliminzted.

(e) =stimates of recaverable reserves from the 35 leases, discussed
above, are rot reliablae bacouce of the minimal exploratory drillinz cone
ductal to «inte and cannost nrawvide a reliable baszis Cor asrariasa wita
potentinl environmeantal costs 1n making a decision oa this opntion.

(£) sSizniflcant production froa the 35 leases would not be obtained
Tor 3 to § years.

(#) Absent showinge that (1) the Demartment's anpralsal of benefits
¢t2 be derived fraa additional dHeoluction in the Channel has baen sube
gtantinll, revised since Avril and that (2) we have exnlored fully the
environnental immact of additisnal rrosduction, thz2 Denartment risks
opposition fizom wmombers of Conireas onwosed o circumventing NETA procadures
and othor environmental measures for’ the sake of enersy, froa necbers o7
the Califcrula delezation, and o resldents of the ciity of Santa Darbara,
the county, mortisas of the local and state press, and perhans certain
members of the Californla State delezatione
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Option 2: The Dﬂnart¢ nt could annnunce that 1t 4s reconsidering its
position with rasnect o the Iational ‘nerzy Reserve vrapasal, Mlotforms
C and Henry cn lemyes 0C3=2 0241 and 2240 resmectively, and other asmects
of oil anl fas develomaen t in the Santa Barbara Chaanel and in s dolng
1s initisting a new eavironmoental impact statement(s) coverins these
matterse.

fro: (a) Wouwld put the Devartment in a better nisition vis-a-vis

- Congress than ontion . CJ- rress hae criticized the Department recently
for apkiny Conzresa to t“ cartain stens to s2lve the ecerxy crisis
(e.g., omgn un Tl 1lls) whille ve are still supeorting this nrovnosale.
Once we have annsunced reconglieratinn of oil end zas qneratlans in the
Santa Barbars Channel, CouIress oy be more roceptive to our other
requesice.

12 charze in the Devartnmeat's nasition
than edontisa of ontion 1. The Depa toent hag gent thls or sinilar bills
to the rast three Conrrazses. The ses have bsen susmcndel lurinzt the
rast two Coniresses. The “resilent rerewed auomort for ths lational

S dassaze to Conzgress on ;atxonal Lezislative

(b) Would be a less sull

‘_4
P
;:z

Ener~y neserve mronasal in h
Gozls of lentenber 17, 1073, % o the rgaﬂ-~al hastily, with the new
Juutifica inn ‘nihg p“xwazil* thae Middle Tast Moratoriums on exworts to
the Unitod Statez, which ihise 35 leases c:uli nyt Iolp alleviate for
three to five ycmru, could nnice the Department appear somewnat irresolute.

N

(e¢) Would blunt the environ mentalistoutery. If the lesislative
Proposal vere simnly drapred, we would face criticism that under onressure
created by the lilldle fust situction we had sbandnned our comitzent to
protect the Chanuel environaent. It would be harder to c¢riticize a decislon
to update an crvironmental inpact statexent(s).

(d) Writing the necessary environmental {mvact statement(s) could
save time In the lornz run by elizinationg a number of potentianl lezal issues,
given the time-congsuming 1litilzatlon which the Departzeat may face if
option 1 were adonted. The statezents issued in 171 may not uwow withstamd
legal challence. Thauzh & new statement(s) would ovrbably b2 challensed,
the Departaent would avold alss facing a challenge on the 1571 stotements.

(e) Durirg this period o2 reconszideration a decisior from the Sth
Circuit in the Culf casasettling any quastions of title to the leases nrd
the Secretery's : uc:ovitj to suspend and exiand leases would undoubtedly
be Ssosuecd. -

(£) A chanse in the Demartrment's position woull be summorted by a
balanciny of eerunnic and environnmental costs tarousth curvent IISFA nrocosses,

hug comnlying with the gnirlt and lotter of NTA and nrovaiding an adninistrma-
tive reesva wialen eawdld withstand le-ai chrllenze.

6
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Con: (a) Wowld not rerresent as decisive an action as option 1,
therefore not achievivng as strong a political impact on persons who
are demanding that the zdministration demonstrate inmediately its
comnitment to solving the energy shortaze.

(b) Would tip our hand on a possible later decision to peramit
operations in this aren cf the Channrel, thus enablinz those opmosed to
develomment to arouse political vopposition to development and prepare
lezal challenges to ultimate Departmental decisions.

(c) rreparation »f the environmental statements woull be likely
to take at least 12-13 months and even then the adejuacy of the stata-
nent(s) nizht be challenged in court, further delayinzy production from

. Platform C and develorument of the 35 leases and thae Flatform Henry area.

(d) Would delay implementation of policy to achleve domestic self-
sufficlency in energy area as qulickly as possible.

oy
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OPTION 3: The Department could continue to support legislation to create

a National Energy Reserve.

Pro:

(2a) Demonstrates the Administration's frequently rereated commitment to a
balanced avproach to the nation's need for energzy and concern for the environ-
ment recently zmphasized by the President in his Message to Congress on
Natlonal legislative Goals, September 10, 1373.

(b) Would not create a risk of litigation by those opposed to further
development in the Chamel.

(c) Would be fully supported by environzental groups, residents of the
City of Santa Barbara, some residents of the county, and sore members of
the California press, State and Federal legislative delegations.

(d) Would avoid any risk of adverse environmental impacts originating from
this area of the Channel.

(e) Would be the rmost appropriate means to prevent development of these
Santa Barbara leases 1f that 1s desired. A

(1) If the legislation were eracted, increased production would be achieved
more rapidly from Elk Hills than from the 35 leases'.

Con:

(a) These leases would not contribute to filling the gap between supply
and dermand for oil and ges, thoush production from #lk hills, if the
legislation is enacted, would help to fill that gap.

(b) Might hurt any other Administration proposals, independent of this
legislation, to obtain increased producticn from Elk Hills or other arcas.

(e) Continued Administration reluctance to permit development of these
Jeases could prompt lessees to seek appr:.priate damage remedles in the Court
of Claims regardless of tha outcome of tae Gulf case. The Governmant's
exposure could be lin the hundreds of millions or dollars and the
Government would not have the protective funding devices included in the
legislative proposal.

(d) The Congress until recently has shown no inclination to enact this
legislation. However, hearings on the administration and other provosals
for the Santa Barbara Channel originally scheduled for October 9, 1973, are
now scheduled for November 12, 1973.

(e) Inconsistent with nzed for greater d ' surplies
to achieve domestic self-sufficlency.

(s7d) Stenhen A, Wakefield
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United States Department of the Interior

GEOLOGICAL SURVEY
12201 SUNRISE VALLEY DRIVE
RESTON, VIRGINIA 22092

FEp v - W4

Memorandum

To: Secretary of the Interior
Through: Solicitor " )
Aeling Ugi"f Assistant Secretary — Energy and Minerals Lé/ﬁ}Fifz/
;

From: Director, Geological Survey FER 13 18/¢

Subject: Exploratory drilling and development in the Santa
Barbara Channel

The Administration has now withdrawn its support of legislation
submitted to Congress on April 21, 1971, and again on April 18, 1973,
to terminate 35 leases in the Santa Barbara Channel, recommending

that no legislation be enacted until a thorough reevaluation of

the Santa Barbara proposal has been made in view of subsequent
development. Operations have been ordered suspended by the Department
on these 35 leases since April 21, 1971. These leases had been issued
in early 1968; the lessees had paid $203,963,331.44 in bonuses on
these leases. The purpose of the suspension order issued in 1971 and
again in 1973 was to conserve the natural resources of the Channel

and prevent potential waste of the oil and gas so as to enable Congress
to act on the legislation prior to lease development.

The legality of the suspension of operations and extension of the
lease terms ordered in 1971 was upheld by the Court of Appeals for
the Ninth Circuit, Gulf 0il et al. v. Morton, Civil No. 72-2449

(9th Cir., November 27, 1973). In June 1973, the Appellants in

Gulf filed a similar complaint which questioned the legality of the
1973 suspension of operations and extension of the lease terms styled
Mobil 0il Corporation, et al. v. Morton, Civil No. 73-1302-WPG (C. D.
Cal., filed June 8, 1973). Parties to that action stipulated that a
final decision in the Gul: case would be controlling on the identical
issues raised in the Mobil case.

The Court in Gulf quite properly did not rule on the legality of the
1973 suspension order. However, language in the majority opinion leaves
the implication, and further statements in two concurring opinions give
added strength to the implication that the 1973 suspension order could
conceivably be unlawful. Due in part to this suggestion, Appellants

in Gulf have filed a petition for rehearing before the Ninth Circuit.

The Ninth Circuit has requested the Department of Justice to respond to
this petition. After receiving this response, the Ninth Circuit will

—
ATACHMENT ¢
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rule upon the petition for rehearing. Due to the possibility that the
Ninth Circuit may decide to rehear the case, the legality of the 1971

order and also the 1973 order is still in doubt at this time.

A total of eight exploratory welle have been drilled on the 35 leases

in the formerly proposed National Energy Reserve. Another lease was
relinquished after two unsuccessful wells were drilled. With such
limited exploratory work, it is difficult to arrive at any reliable
estimates of recoverable reserves from these 35 leases. The Conservation
Division, on the basis of this limited knowledge, however, estimates
potentially recoverable reserves from these 35 leases to be in the
neighborhood of 875 million barrels of oil and 435 billion cubic feet

of gas.

Drilling rigs are or could soon be made available to drill on these
leases. The safety hazard involved in drilling exploratory wells

on these leases would be no greater than that encountered in drilling

79 exploratory wells on these and other OCS leases in the Channel

between 1968 and the present time. The California State Lands Commission
has approved the resumption of offshore drilling on existing leases in
State waters. :

A final environmental impact statement presenting the environmental
considerations relating to the allowing of exploratory drilling to
continue on existing Federal leases in the Santa Barbara Channel was
released July 30, 1971, and exploratory drilling was allowed to resume
on all leases except for the 35 leases under suspension in the
Administration's proposed National Energy Reserve. Now that the
Administration has withdrawn its support of the National Energy Reserve
legislation, there appears to be no bar to lifting the suspension on the
35 leases and allowing exploratory drilling on these leases to continue.

Initial applications for installation of Platforms C and Henry were
received on September 9, 1968, and December 31, 1969, respectively.
A public hearing on the proposed platforms was held on January 13-14,
1971, in Santa Barbara, California and a draft environmental impact
statement was issued May 10, 1971. The final environmental impact
statement was issued August 27, 1971. On September 20, 1971, the
Secretary announced that the applications for installation of C. and
Henry were being denied because additional platforms on these leases
adjacent to the proposed NER would be inconsistent with the
Administration's proposal for a National Energy Reserve.

The denials in 1971 of applications for Platforms C and Henry are
postponing the recovery of additional oil reserves which may exist in
the Dos Cuadras and Carpenteria fields which cannot otherwise be
reached by wells drilled from existing platforms. Waterflood or
secondary recovery proposals have been submitted for the Dos Cuadras
field which, if successful, would result in the recovery of possibly
significant additional reserves not reco le through primary
recovery techniques. These waterflood proposals were based in part on

2
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v,//the anticipated installation of Platform C. Without Platform C being
available, the scope of the waterflood programs will have to be
modified with a resulting reduction in anticipated recovery.

The need for additional environmental impact statements on exploratory
drilling and installation of Platforms C and Henry is not apparent.

As discussed previously, the environmental impact statement on
exploratory drilling, issued July 30, 1971, considered all existing
Federal leases in the Channel. In the absence of the proposed National
Energy Reserve legislation and the resulting suspensions, drilling
presumably would have been allowed to continue on those 35 leases at
that time. Seventy-nine exploratory wells have been drilled on rederal
leases in the Santa Barbara Channel; seven of them since the exploratory
drilling impact statement was issued on July 30, 1971.

The envirommental impact statement on Platforms C and Henry, issued
August 27, 1971, is believed to be adequate in considering the
environmental effects of such installations. Furthermore, procedures
and technology governing oil production in OCS lands have been improved
and are continually improving. As a result of studies undertaken of
OCS operations, several recommendations are now being implemented to
add to our collective ability to conduct safe offshore operations.

In view of the above, your instructions are requested on whether or
_not we can approve applications for exploratory drilling in the area of
the 35 leases and for the installations of Platforms C and Henry. Any
approvals will, of course, include the requirement that the lessees must
comply with the present improved procedures, use up-to-date technology
and equipment, and follow the environmental protection requirements now

in force.
. "? e Kol
u : ‘ \’\’A\J é\.ﬂ. u~v\7/{,

Director

Approved to proceed with installation of Platforms C and Henry and with
exploration drilling if applications meet regulatory requirements and
orders.

Disapproved
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STATEMENT OF STEPHEN WAKIFIELD, ASSISTANT SECRETARY FOR ENERGY AND
"MINERALS, DEPARTMENT OF THE INTERIOR, ON S. 1951 AND S. 2339, BILLS
DEALING WITH OIL AND CAS PRODUCTION IN THE SANTA BARBARA CHANNL,
BEFORE THE SUBCOMMITTEE ON MINERALS, MATERIALS, AND FUELS, COMMITTEE
ON INTERIOR AND INSULAR AFFAIRS, UNITED STATES SENATE, NOVEMBER 13,
1973.

S~

Mr. Chairqan,.I am pleased to be here to discuss S. 1951 and S. 2339.
Our position is that neither bill should be enacted at this time.
Rather, we propose to undertake a thoroughgoing review of the Santa
Bérbara situation, including environmental impact statements on
the ramifications of developing the oil and gas in the channel. This
means that the Administration is reconsidering one of its own proposals.
Three déveiopments occurring since that proposal was first formulated
. make such a review essential. First is the energy crisis which
.this country 1s facing today, second is the enhancement of the Department's
.capasility for regulation of Outer Continental Shelf operations, third is the
improvements in offshore drilling and production technology since
1969 that have been'developed by the oil'industny.

I would like first to touch upon the considerations tﬁat went

‘into this Department's earlier tﬁinking on the Santa Barbara situation
and then to explain the subsequent developments which have led us to
reevaluate the problem.

~ The January 1969 blowout on one of the Federal leases in the
Santa Barbara Channel was a trawmatic event, both for an Administration

that had just taken office and for a Nation whose environmental
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consciousness was beginning to awaken. It was a time for decizive
action. TImmediately after tﬂe blowout the Secretary of the Interior
took two major steps to foresfall futher accidents. First, he
initiated a swéeping review of the Department's management policies
in"the éhannel, as well as an intensive study of the geology and |
environment of the Channel itse%f. Second, he converted a two-mile,
unleased "buffer zone'", opposite an area of the Channel which the

State of California had set aside as a State 0il Sanctuary, into a

'permanent Federal ecological preserve.

The outcome of the Department's review of the situation was the

* decision that a careful balance must be struck between oil develorment

and preservation of environmental values in the Santa Barbara Channel.
To that end, we submitted a proposal to thé'9lst Congress which would
have terminated certain leases in the Channel and created a National .
fnergy Reserve out of the area which they covered. We revised this
proposal in the 92nd Congress by adding more leases to the total
which would be terminated. We revised it again sligﬁ;ly for this
bongress. Opefations on the leases recormended for :erminafion have
been suspended during the last two Congresses.

‘ The basic rationale for the Administration's approach to Santa

Barbara oil develoyrment has been to complement environmental decisions

made by the State of California. That State has concluded that a
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certain portidﬁ of the Channel is of paramount environmental valﬁe
and hés set it aside as a sanétuary. We considered the proper Federal
role in this case to be to accommodate ourselves to that conclusion
and to place the areas seaward of the State sanctuary and shoreivard
of £hé scenic Channel islands into a Federal reserve. >

We are not repudiating that decision at this time. It may
remain to this éoment the correc; one. We believe, however, that
there are factors, not present when the decision was first made,
wWhich call it into question. It is on the basis of these factors
that we intend to take another hard look at the Administration
proposal, and I woula like to discuss them in some detail.

The first new factor that has emerged since the Santa Barbara
Proposal was first formulated is the energy shortage which was
‘elready building to substantial proportions even before the Arab-nation
‘cutoffs of last montﬁ. These interruptions add a new dimension
to the basic problem. It now appears that the embargo will deprive
us of from 2 million to 2.75 mi;lion barrels of oil per day. The
‘higher figure constitutes about 45 percent of our dajly imports

and 15 percent. of our daily consumption. The impact of the embargo

will be distressingly evident before the endof this month, and this
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acute phase will last as long as the present disturbance in world oil
trade patterns continues. Even if normal trade relations are resumed,
oil will rema?n in scarce supply and will be available only at
brices unheard of as recently as 3 months ago. This action has
cauéed the evaéoration of whatever lead time we may have had in
,gblving our energy problems. Moreover, it is likely that the
'éﬁbargo will sét a precedent, that we will have to cope with the
ever-present threat of oil shortages caused by purely political
considerations.
The plight of California is particularly serious. It has been
_ hard hit by gas curtailments, and even before the Arab actions in October
there was an-estimated deficiency of 55,000 barrels a day of crude oil
_ in fhe San Juaquin Valley and Los Angeles Basin areas., The Arab embargo
has increased this shortage by a quarter of a million barrels a day.
" .This unexpected action has greatly intensified an already serious problem
in California.
Thus, we have a very different backdrop for a Santa Barbara decision
today from the'one we had in 1969 or even earlier this year, before war
in the Middle East further disruped our patterns of energy supnrly.
It is worth pointing out that one of the steps the Administration
_h&s taken to attempt to meet the energy crisis relates to our Santa Barbara

proposal. On November T, 1973, the President transmitted to the Congress

& proposed Joint resolution which would find that there is a national
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-defense emergency and approve production of 160,000 barrels of oil per
day from Naval Petroleum Reserve Numbered 1. We hope for quick enactment
of this legislétion, which would ~dso provide for exploration and development
of ali the naval petroleum and oil shale reserves. We shall therefore
give particular attention in our reconsideration of S. 1951 to that provision
which would pay for terminated ieases out of funds derived from development
of ﬁaval Petroleum Reserve Numbered 1.
The other new factors that have entered into the picture since 1969
are improved procedures and tecﬁhology governing oil production in
Outer Continental Shelf Lands. The offshore regulations of.the
Geological Survey have been extensively revised to define more clearly:
the responsibility of lessees and the authority of the Survey's
Area 0il and Gas Supervisor over OCS operations; to exercise tight
control over drilling, production, and waste disposal; and to
require equipment fully adequate for the safe conduct of operations.
Much stress has been placed on the development of redundancy or
Wpail-safe" devices and procedures that provide for safety when
another device or procedure hasifailed.

To make sure that these regulations and orders are fully observed,

. We have developed a comwrehensive review system. All work plans and

proposed activities must be reviewed in advance and approved before
.work proceeds. Each operator is also required to develop and file a
eatisfactory pollution contingency plan. And as part of the review
process, proposed actions that may have a significant effect on the
environment are carefully as;essed. If it is determined that such an
action may have a significant effect, an envircnmental statement is

prepared following procedures under the National Environmental Policy
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We have also instituted a field inspection system which not only

helps to ensure compliance with regulations and orders but provides

. information useful in identifying points of weakness in equipmnent or

procedures and in the development of corrective measures.

During the last two years we have had three studies undertaken on

. our behalf--one by analysts from the National Aeronautics and Space

Administration, another by a panel of the Marine Board of the National
Academy of Engineering, and one-by a systems analysis team of the
Geological Survey--to identify additional means of improving the safety
of offshore operations. As a result of the recommendationé of these
groups, we are now in the process of developing a failure-reporting
end corrective~action syctem, an informeticn exchange system, a means to
assure better training of personnel, a better identification of research
and development needs, and several other procedures and programs that
will add to our collective ability to conduct safe offshore operationé.
In addition, a review committee on safety of OCS petroleum operations
has been established to advise the Direntor of the Geological Survey
on policies and procedures related to safety, pollution control, and
environmental protection. This group has been estahlished under the
auspices of the Marine Board of the Nétional Academy of Engineering and
is composed of experts in various engineering and scientific fields.
Finally, earlier this month the American Petroleﬁm Institute published
Specificaﬁions and Recormended Practices for the Subsurface Safety
Valve (storm choke) to assure manufacturing standards and proper sizing

procedures for certain well conditions. We envision the incorporation

of these and additional standards into our own regulations.
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The eafly results of these more stringent requirements =nd
advances in technology are encouraging: the amount of oil spilled
during routine production operation in the Gulf of Mexico has buen

réducéd by a third.

% Having considered these factors, we have determined that our Santa

" Barbara proposal should be reevaluated. One of the wehicles for

doing this will be the National Environmental Policy Act. Signed

" into law by President Nixon on January 1, 1970, this Act established

éarérully thought-out procedures and policies which have governed all
subsequent Federal decision-making having environmental ramifications.
When the results of our study process are in, we will reexamine
our proposal and communicate our decision to the Congress. Given
the energy shortage that is now upon us, we believe that such a
réexamination is strongly in the national interest.

Accordingly, we recommend that no Santa Barbara bill be enacted

until our reevaluation has been completed. For that reason I have

not included in this statement a full discussion of the two bills

before us today. I would like to point out, however, one aspect of

8. 2339 which this Department seriously questions. Vnereas S; 1951
would place in reserve only a limited portion of OCZ lands in the
Channel--basically those seaward of the State sanctuary--S. 2339 would

place the entirewy of OCS lands in the Channel in reserve. In light

of .the energy crisis with which we must contend, the greater extensiveness

of this bill may be a luxury which we cannot afford. This doubt

T
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becomesleven stronger, I believe, when we recall that £. 2339 \rould
result in closing a seaward area 1o 0il and gas production when thére

18 no assurance that the shoreward area will not be put to such produc-
tion. It is hdrd to see how this arrangement would protect environmental
values in the Santa Barbara Channel.

This concludes my statement.
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