Michigan Planning
Venture in Oil Shale

CROSWELL, Mich. — (AP) — Sometime next spring
or summer, shafts will be built beneath the ﬂqt
farmland of Sanilac County, marking the start of a sci-
entific gamble that could fill the nation’s energy needs
for years. :

Leaders of the fechnological venture to prove oil ean
be extracted from shale say it has one chance in five of
success.

The U.S. Energy Resources and Developmen.t Ad-
ministration provided $13.6 million last month to finance
four years of testing. e

“I’'M OPTIMISTIC,” said John Mogk of the Michigan
Energy and Resources Research. Association, a
nonprofit consortium of industry, university and siate

| government groups.
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“Sure, it’s a reasonably high-risk project. But with
the team that has been assembled, I'm confident we'll
have good results,” Mogk added.

Beneath Michigan’s entire Lower Peninsula lies enough
of the Antrim shale formation fo produce an estimated
2.5 trillion barrels of oil. That would meet the nation’s
current consumption of 19 million barrels daily for the
next 358 years.

ONLY 10 TO 20 per cent of the oil is likely to he ex-
tracted at best. And the process of extracting oil from
shale thus far has worked only in laboratories.

“The yield could be higher,” said John P. Humphrey,
a Dow Chemical Co. engineer who devised the extrac-
tion method. “I'm still as enthusiastic about it as I've
ever been.”

If the project succeeds, it would tap part of a shale
formation that sfretches from New York as far west as
Iowa and northern Texas. ;

Dow put $1 million of ifs own money into the project,

but work had been halted almost 132 years while wait-

ing for a decision about federal financing.
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i By STEVE WYNKOOP
- i Denver Post Staff Writer
‘ LAS VEGAS, Nev. — Utah Gov. Calvin
Rampton said Tuesday that his state will
| | consider revising water projects planned
1 to promote agriculture so Utah can use
| | more of its Colorado River water appor-
| | tionment to develop energy resources.
Rampton’s remarks clashed with a
position taken here a day earlier by
Colorado Gov. Dick Lamm, who said
water development in western Colorado
will be ‘aimed at strengthening agricul-
fure. ]
Both men addressed the Colorado River
Water Users Association meeting here.
| ‘More than 400 persons attended the two-
| tlay conference which ended Tuesday.

RAMPTON SINGLED OUT the $1 bil-
| lion Central Utah Project as one which
| {he state will seek to transform from an
| sgriculfural project into one which will
- Jrovide more water for energy develop-
hent.
The four counties to be served by the
| froject are among the most energy-rich
in the state, containing oil, oil shale, tar
| nds and coal, Rampton said.
“Even though I believe the Central
tah Project is still a vital tool in the
Lﬁvelopment of our state,” he said, “I

ink some of the units which are not
stheduled for construction until several
years in the future need to be re-ex-
ined in light of the new demands on
ter that will be made by the enormous
energy resources in the Uintah Basin.”
ATER PROJECTS, such as the Cen-
trpl Utah Project, are usually developed
i stages — or units — each with dams
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and water-distribution systems in differ-
ent geographic areas.

Lamm’s approach is far different.

Seven water-storage projects with a
total cost of $680 million are coming up
for final approval for construction in
Colorado by the federal Bureau of Recla-
mation.

“The state of Colorado is committed to
seeing these projects remain dedicated to
agricultural use,” Lamm told the associ-
ation at a luncheon meeting.

IN ONE CASE, involving the Dallas

‘Creek project in Ouray County, Lamm

pointed out, the state rebuffed a move .
by a coal company to acquire water
rights from the project.

“As one state government, we will con-
tinue to monitor these projects and take
whatever steps necessary so that those
originally designed to enhance Colorado’s
agricultural economy will in fact, if built,
do just that,” Lamm said.

“I certainly doubt the wisdom of dry-
ing up surface supplies of water for val-
uable cropland in order to devote that
water exclusively to energy production,”
the governor added.

TWO ENERGY SOURCES were singled -
out for attention at the meeting—oil shale
and synthetic gas from coal.

John D. Baker, manager of information
services at Denver-based Cameron En-
gineers, Inc., said it could be 10 to 50
years- before oil shale becomes economi-
cally competitive with crude ojl.

A coal-gasification expert said such
projects are ready to proceed now, hut
federal loan guarantees are needed to
assure financing.



'‘Dead’ Oil-Shale

By STEVE WYNKOOP
Denver Post Staff Writer

0il shale —western Colorado’s sleeping
energy giant — is beginning to stir again. |

Two oil companies are expected to
reach agreement next week on plans that
could lead to commercial oil-shale
production in 1982 from a 5,094-acre tract
leased in 1974 from the federal govern-
‘ment.

THE TRACT, known only as C-b, is @
miles southwest of Meeker, Colo., in Rio
Blanco County. It initially was leased by
four companies, which bid $117.17 million
for rights to develop it.

Since then, three of the companies have
pulled out. But there have been reports

that Ashland 0il, Inc., the only remaining .

leaseholder, and Occidental Pefroleum ,
Corp. planned to form a partnership to

develop the tract. )
Tuesday, an Ashland project official, »

Jay J. Hill, confirmed that the companies
are close to an agreement and are look-
ing at a specific development timetable.

Work on the tract has been suspended '

since Interior Secretary Thomas Kleppe
agreed Aug. 20 to a year-long suspension
of lease payments while Ashland sought
. to resolve technical, environmental and
economic difficulties with the site.
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“WE THINK we've got the answers, but
we need to do more engineering work,”
Hill said, explaining that the development
timetable is tied to the successful comple-
tion of several steps.

The first step, he said, would be to sink
shafts into the oil-shale-bearing forma-
tions. That could begin next year.

‘That would be followed in mid-year 1979
with development of a single-module un-
derground oil-shale retorting chamber.

The underground operation, using a
process developed by Occidental over the
past few years at a test site near
DeBeque, Colo., is the key to the new
plan fo develop the fract.

The process, called the modified in:situ :
process, involves creating large cubicles

of fractured oil-shale rock underground. A
fire is forced through the rocks, cooking
the oil out with 900-degree heat. The oil
then is collected at the hottom of the
chamber and pumped to the surface.

Hill said the two factors that will deter-
mine whether the process will be an eco-
nomic success are how close the frac-
tured-rock chambers can he placed

| together underground and if 75 per cent |

of the oil in place can be recovered.
If _the process works as planned, Hill
predicted, the companies could produce

oil for “several dollars less than the
going price of Arabian light crude oil, say
$11 or $12 a barrel.”

- The price oil companies would get for
shale oil has been the strongest single
drawback fo speedier oil-shale develop-

ment.
Most oil-shale development plans have
called for construction of above-ground

retorts, which would cost an estimated
$1.2 billion for units producing 50,000 bhar-
rels of oil a day. The per-barrel oil price
would range from $16 to $25, far more
than imported oil,

Hill said the capital cost of the project
that Ashland and Occidental are planning
would be one-third to one-half the cost of
the above-ground retorting option.

Project Revived |

The Occidental concept was given a
hoost Tuesday by the Energy Research
and Development Administration (ERDA)
in an official’s testimony before a Senate
subcommittee in Washington.

Dr. Philip C. White, ERDA’s fossil fuels
director, said, “In situ production meth-

ods are attracting industry and govern-
ment interest.”

|

Colorade Kiver pasin Cooperation Urged

By STEVE WYNKOOP
Denver Post Staff Writer

LAS VEGAS, Nev. — A forecast
of rising hydroelectirc power production
capacity in the Colorado River Basin and
a call for interstate cooperation in solving
the basin’s problems marked the opening
Monday of the Colorado River Water
Users Conference.

Colorado Gov. Dick Lamm highlighted
the need for cooperation among the some-
times contentious seven river-basin states

' by pointing out they had lost a total of 83

years Congressional seniority in the last
election. : :

Reclamation - Commissioner Gilbert
Stamm told the gathering the Bureau of
Reclamation will release a study next
month which will point out opportunifies
for increasing hydro power capabilities in
the basin.

SAYING HE WILL uphold Colorado’s
right to obtain its share of Colorado River
water, Lamm urged interstate coopera-
tion in meeting common problems in the
river basin.

The Colorado governor told the more
than 400 conference participants that in

Congress “all the Rocky Mountain states
put together don’t have the voting power
of Detroit, Mich.

“We have to learn when to fight and
when to work together to meet our com-
mon objectives,” Lamm said.

Controversies over water allocation in
the Colorado River Basin, Lamm said,
stem from the fact that water compacts
allocate 16.5 million acre feet of water
among the states and Mexico, but the
river only produces about 13 million acre
feet annually.

The seven states which share the water
are Colorado, Wyoming, Utah, New Mex-
ico, Arizona, Nevada, and California.

Stamm, whose agency constructs most
water projects on the Colorado River,
told the conference participants of the po-
tenfial to quadruple hydropower pro-
duction. :

Most of the increase in power produc-
tion would be in the upper basin states of
Colorado, Wyoming, Utah and New Mex-
ico,

THOSE STATES would be the sites of
projects to increase the hydro-power ca-
pability of the Bureau from 1 million kilo-

watts today to 6 million kilowatts in the
future. Over all, Stamm said, capabilities
would be increased from 2 million Kilo-
watts to 8 million kilowatts. A
Most of the additional power-generation
capability would be produced by expand-
ing three existing hydro-power projects.
They are the Blue Mesa Project in Colos
rado, the Glen Canyon Project in Arizona
and Flaming Gorge Reservoir in Utah,
Stamm’s forecast was hased on a new
report, due for publication next month,
called the Western Energy Expansion
Study. It will recommend further study’
fcu.-d 33 hydro power proposals, Stamm |
said. ‘
“Certainly, hydro power cannot begin
to supply the enormous demand for elec-
tricity facing the United States in the -
years ahead,” Stamm said, but itl
shouldn’t be overlooked or dismissed as .
Inconsequential. . Sl
Rollie Fischer, secretaty engineer of .
the Colorado River Water Conservation
District in Glenwood Springs, Colo., is
President of the organization. ‘



ELS &TShale Program Gets Big Setback;
Operations Suspended at 2 Tractsin Utah

By a WALL STREET JOURNAL §taff Reporter

WASHINGTON—Planned oil-shale devel-
opment got another major setback as the
government suspended operations on two
federal shale tracts in Utah. v

The Interior Department said it granted
a one-year suspension at the request of the
companies involved, which cited environ-
mental problems. v

The action means that oil-shale develop-
ment has come to a halt on federal leases.
In August, the department suspended two
Colorado oil;shale leases for a year.

The only remaining portion of the depart-
ment's prototype oil-shale leasing program
is a plan to offer for lease tracts in Colorado
and Utah for development by the in situ
method. In this method, the oil would be ex-.
tracted from shale that is still in the ground.
It's unclear whether the department still
plans to proceed with the lease sale, which

,at Ford's sprawling Dearborn, Mich., as-
sembly and manufacturing complex. In one
case, 60 more pro-ratification votes were re-
ported from one of the local units than were
counted by one of the plaintiffs who moni-
tored that voting, the suit said.

UAW Vice President Bannon defended
the voting precedures at that local, saying
they were conducted by a certified public
accountant.

Beyond seeking to halt implementation of
the new contract, the suit asks that the
UAW be ordered to give plaintiffs details on
the vote in each union unit as well as coples
of UAW ratification procedures. The suit
also asks for unspecified monetary damages
tled to the UAW's “‘breach of fiduciary rela-
tionship™ with the plaintiffs.

Finally, as an alternative, the suit asks
the court to order that the ratification ques-
tion be heard by the UAW Public Review
Board for an initial decision. The board is
an independent group of community leaders
whose decisions are generally considered
binding by the union.
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had been tentatively set for sometime next
year. :

The latest suspension involves one tract
leased by Philips Petroleum Co. and Sun Co.
and another leased by White River Shale
Corp. White River is a yenture of Phillips,
Sun and Standard Oil Co. (Ohio). |

The suspension means the companies
won't have to pay the remaining install- |
ments on their leases for at least a year. |
Phillips-Sun had paid $45 million of $75.6
million they bid for one Utah tract. White
River paid $27 million of $45.1 million it bid
for the other tract. Both tracts are east of
Vernal, Utah.

According to the Interior Department,
the companies asked for the suspension be-
cause they encountered environmental prob-
lems in planning for the development. The
department said studies by the companies
showed that for intermittent periods, natural
pollution in the lease areas already exceeds
existing federal clean-air standards. The
natural pollution consists of dust and other
particulates. Oil-shale development would
add to the pollution level and wouldn't be al-
lowed unless federal rules were relaxed.

The companies didn't say so but econom-
ics has been another factor in souring the in-
dustry on oil shale. The Ford administration
and the oil industry proposed, but Congress
killed, legislation providing loan guarantees
and price supports for shale development.
The industry claims development isn't feasi-
ble without such federal subsidies because
of the high cost of extracting oil from shale.
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hale oil venture \
ishland 0il Inc. and Ocel-
dental Petroleum Corp. are
close to signing an agreement
that could lead to comm(_:rcxal
production of shale 911 by
mid-1982. Ashland wlll_ex—
change a 50% interest in a
leased tract in Colgrz}do for
the right to use Oxy's innova-
tive in situ extraction process
(BW —Mar. 29). The tract was
leased from the gov?rpmunt
in 1974 for $117.8 million by
Ashland and three partners,
who have since dropped out of
the deal or soon will. Oxy says
shale oil from the Ashlan‘d
tract will be priced F;)mpeh-
ively with Mideast oil. /.,
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For Wyoming see pages 90-91
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