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Dear Mr. McCutcheon:

Mobil Exploration & Producing U.S. Inc. (“Mobil”) welcomes the opportunity to
comment on the subsea gathering and transportation initiative described in the Minerals
Management Service (“MMS”) notice published at 63 Fed. Reg. 56217 (October 21,
1998). Mobil strongly supports this initiative, and we greatly appreciate MMS’ continued
interest in reviewing the appropriateness of transportation allowances for subsea
operations.

Mobil concurs with the written comments submitted by the American Petroleum Institute
(“API)”), as well as with the oral comments made by the API member companies who
made a presentation at the MMS-sponsored workshop held in New Orleans, Louisiana, on
November 16, 1998. Accordingly, Mobil adopts those comments, by reference, as its
own.

As is more fully explained in API’s comments, current MMS regulations and existing lease
terms authorize MMS to grant allowances for subsea transportation whenever that
transportation serves the function of moving federal lease production from the offshore to
the first available market. This transportation enhances the value of the production,
regardless of whether or not the production is in “marketable condition” at the time of the



transportation. Since MMS is the beneficiary of the enhanced value resulting from the
transportation, it should share in the cost of that transportation.

Mobil also concurs with API’s recommendation that MMS not engage in a case by case
analysis for every subsea development, but rather that it establish two categories, one
category which would be clearly entitled to the allowance and another which would be
decided on a case by case basis. This would reduce the administrative burden on the
MMS as well as on lessees, and it would add greater certainty to the royalty valuation
process. The recommended categories and criteria to be used are discussed more fully in
APT’s comments. Mobil concurs fully with these recommendations.

Mobil appreciates your consideration of these comments. If you have any questions
regarding the comments, please call me at 214-951-3349.

Very Truly Yours,

Deborah Bahn Haglund
Attorney for Mobil Exploration & Producing U.S. Inc.



