
Comments on of the 2019-2024 Draft Proposed Program

Recommendation

This DPP is a very bold proposal.  The current 5 year plan only has sales scheduled in 
Central and Western Gulf of Mexico, plus the Cook Inlet.  Routinely Beaufort and 
Chukchi Seas are included, but recently industry has effectively abandon additional 
exploration in these locations.  The decision to drop those two planning areas is 
reasonable.  With the recent opening of ANWR, this location is where future Alaska 
exploration will be centered.  The next most promising planning areas are Southern 
California and Eastern Gulf of Mexico (a.k.a. Florida Gulf Coast).  Both these locations 
are places with very hostile histories towards OCS activities.  If these planing areas are 
included in the final plan multiple court cases will be filed.  Recent press reports of the 
deletion of Eastern Gulf of Mexico after a meeting between the Secretary and Governor 
of Florida has materially weaken the prospects for this bold 5 year proposal.

My recommendation is drop this initiative and live with the current 5 year plan.  Use the 
time until the next 5 year cycle to gather modern seismic data in the Atlantic.  Do the 
Programmatic EIS for seismic data collections in the North Atlantic and Pacific.  This will 
move BOEM to a position to make an informed estimate of the potential of frontier 
planning areas.

I believe the Secretary will not follow my advise.  What follows are my comments on the 
DPP as it was submitted.

OCS Activity and Life Expectancy

The following life expectancy data is from https://en.wikipedia.org/wiki/
List_of_U.S._states_and_territories_by_life_expectancy

State Life Expectancy

Mississippi 75.0
Alabama 75.4
Louisiana 75.7
Alaska 78.3
Texas 78.5

US Average 78.9

Florida 79.4
California 80.8

Notice the pro OCS states have lower life expectancy and the anti OCS states have 
longer life expectancy.  These statistics raises the question does the OCS program 



impact life expectancy?

Private versus Public Lands

The energy market has changed over the last decade.  The US has become an LNG 
exporter and is on the path to becoming an important player on the global LNG market.  
The EIA projects the US of being a net energy exporter in about a decade.  Further EIA 
indicates the US could be an net exporter of crude at higher price levels.  This is a new 
energy policy landscape for the nation.  The dependence on energy imports is declining.  

In this new policy landscape one must consider the competition between private and 
public lands for energy development.  Is the federal OCS competing unfairly against 
private onshore lands?  Consider the following advantages of the federal OCS.

- Private land holders must pay property taxes.

- Private land holders must pay income taxes on royalty payments.

- Federal OCS operations is supported by government appropriations.

- Federal OCS operations has economies of scale.

- Federal OCS operations has a much better knowledge of the geologic prospects than 
most private land owners.

Further the Federal government has taken additional measures to negatively impact the 
potential cash flows of private land owners.

- In the Gulf of Mexico the available tracts will be offered twice a year instead of just 
once.

- In the Gulf of Mexico the royalty rate in shallow water has been reduced.

- The reopening of the 5 year program has the purpose of expanding the access of 
more of the federal OCS to leasing.

It appears the federal OCS program is attempting to flood the market with more 
acreage, with the downsize to be borne by the private land owners.  The 5 year program 
must examine the impact on private onshore land owners.

Estimated Benefits of the Program

The DPP provided estimates of the Net Economic Values.  Now compare those values 
with the same quantity in 2007-2012 Final Proposed Program (FPP).  All numbers are in 



Billions of Dollars.

Net Economic Value

Planing Area 2007-2012 2019-2024
FPP ($46 oil) DPP ($40 oil)

Central GOM 87.66 137.1

Western GOM 39.36 27.5

Chukchi 3.79 0

Beaufort 5.33 0

Cook Inlet 1.11 0

Granted there are different understandings of the geologic endowment and future price 
paths at different points of time.  Since the private sector has effectively abandoned 
additional exploration in the Alaskan OCS, it confirms that there is no effective Net 
Economic Value for Alaskan OCS.

Fair Market Value Process

Within the TIMS implementation of the FMV process is the TRACT_DECISION_RULE.  
This code stores the decision of what was done with the high bid in the FMV process.  

First F code (Accept in Phase 2, because it is CW, where >= 3 bids 3rd highest bid at 
50% of the highest bid) and M (Accept in Phase 2, because ADV >= High Bid >= RAM) 
have not been used in recent history.  The utility of these rules should be examined.  
They present an opportunity to simplify the process.

Next A code (Accept in Phase 1, because of non-viability) and E (Accept in Phase 2, 
because of non-viability) both have a low probability of entering production (http://
tedspublicpolicy.weebly.com/uploads/9/9/0/4/9904803/indicatorsofproduction.pdf).  What 
is the public purpose of leasing a tract which does not have a commercial potential of 
production?  I propose that non-viable tracts be rejected.  The bidder of course can 
make an appeal and demonstrate the tract does have potential.  This has an advantage 
for the FMV process because BOEM will learn the geologic approach of the bidders.

The rule concerning restricted joint bidders should be eliminated.  If companies the size 
of Exxon and Mobile can merge, they should be able to jointly bid.



Lease Term 

Lease term should be 10 years for all water depths. This will increase the option value 
of the lease and generate revenue to the taxpayers. It will also have the side effect on 
reducing the workload on the BOEM Oil & Gas program. 
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