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4 Max PV:
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Act like a

#

a Iš
a pt.
is

na

q.
b

X

same..

Make u... reut. basic

i p

landowym :

avoid.....dissipation

Collect w/o destroguis
avoid hi-royalty-..

Too soon

Mupy

()

a

max. vent .

Don't let lessees Keep it m. condition they
plow it back.

Dai'r meddle.
E. f... max. price contral....



overdecentralizu .
#

Good land: tow little, too late. Hi- grading.
Mqul. too much too soon .

-||--

Da j

de

verdad

Excess inventuries
Inflexibility

a. Regul.Devent"
b . New . vs. old.

Intensive vs. extensive ungu .
" slow. grading"

c. Giving vast reserves to allow for

į

} 1- I -"

Cash flow = A
- Life,n

1.

2
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1

when to explore.
lutro

luv. value . vs. lign. Value . (spot value)
Reut dissa, & reut. seeking .
Tynamic programming .

Error of faced mematiune der. by premature
leave saber .

Discovery slid, not much prevede lev. It only
don so for acquisitive reason .. Rest - seelling.

1. Discovery not analogous to other

a.

produ

Undiscovered mineral coppreciate .
"Discovery " is a lowy proces, not just an event.

Minnal leaning Out of ? allows prospecting
hid,qué also lúdian State, ocean..

Arctic, Antarctic Id world, that are partbly

anywhere that sellers are ignoreint of
Prior appropu.

opere.
corruptible

oil pools, un unitized.
[yormous out lays of oil cos, on

Melearning explay, preparing to bill. Public
subsidies, eg. landsat.

on Fed. lauch.
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+How leau's works.
Bank's, delay rental.rental royalty

Discounted urgul, prod.

2
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i= a

ROR=i = a

q

PADI-DI-"

Divide Pin. 2.parts : Iam G- & K and G

by
-1

(P +-G, ) - G_I " K + G - GI"

i) Presence of G lowers.ROR

(ii) Rise of G. compensates

Leverage of i.v. on PUM

si has small effect
large

on opt. u.
PUM.

(
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PP. 67
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#

H

-H govt. land
c)

+1

–
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6.) IPF aproach

veľ

C.f. Kunds to be coust, hcs. capacity is fixed.
assume you already. det. opt. u .

Opt.n

Use of it instead of IPF, device to grab too much
land 1.8, OGPLML

Effect of_1_on payback time. pp. 6,7

i5 lut. is a pior chause....R.gets what's left.

first

cf.
K. IPF

If int. takker all pay beck is never..
(ii) Hight ist. Meaus slower payback

in I+1) Nuive payback ignore's int , a izo. luvalid.
Total pd.

is too lay.
1)I actual payback is an ave.

N

x/w

vi) Halfpd. is too short. Carles back & lower at

half life ofinv.

IUM
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175 repeal of deplu. allowance,
'81 , O'ky pd. it takes, sold sumphin the Medits

ave, tux rute, 26 largest energy firms.14.470
(46% busic_rate)

Fed, gur tax,
Weł Earmarked

jut
a price for desez. now extinct

U.S.. takes on out are below would levels,
Growing size, now dominate top 10 .

2017 If you - resid , constru.... 83,000 wells. 81.of

acves...leaved,

.4.4./ qul.

188,000
40 % of hand used for retail ..
Hi wendb./employee

Twice..... told tales

Expensing intangibabes.
Dry holes, tangible and intangible.

Bry holes on producin, leaves.
ETC...
Xfr....pricing

B! Thru aThru a glassa glass backwarch
ono degln. liver (

1

Lessors

surall producer . € 22m /m
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Divide propbies .
..Stripper well.... averaging is ok.

Old oil 12 ~ 13
Ma

(Bush = oil)
Even the oil is an inventory..

Cap...quins .

|

1

htd. płusps..

1

1
1

1
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#Prop, Tucus.
Exempti

|Real =
Discovery values not taxable, on public land.

Regal)
My holes___ bus, they are valued one at a

time, not as integral plan .
access ves; v.o.w..
Geol, Maps.

#

#

Moni

#

20 ? Nov.

Enclave effect. Remote from pop., w prop, bax.
N. Maine : Kenedy Cty. Ts ; early Cal: resistance to
formem cties, Hibbing the exception...

Fear of accelerating use?

on these grounds.

a Competing invt. pay.
b. Produ. controlled by other means.

No one ever attacked depin. allowermec. No

shows the bias.
ak. reserves.....tax.

+Claimstaking

lessees..
" Nomination" system .

1

system. At convenience.Of

Bias to early staking



DW...
Tutuualizing Emminge

#diversion provisions.

4

lavest.vents in the agency empire . Auti-

old
BCPC bets produces have premium price forit they reinvestgas reinvest in old

#
Cheap Money Subsidy

lesseeLease on every tums. to help lenne raise

montyReallocates exmony's tunived pool of th wit
miinis.

sar

slows use of known deposier ; advances frunder,
R :O ratios, or to Life Luder.new ower . Reisen

Valmization

orderly marketing". New entry.



PVM =
4A I- I"

U ... í

annuity value of mine =

IPE is; a

if of mine =

X to
of of mine

I -4

K
n

PVM M./

A
..M -...

A
"

A K
-n..

I
Don't max. anumity value, but OV.

However, a fallary to refute is maxs annuity value
( Principles alowe are trite: they become interesting
when used to refute fallacies.)

Leirg fr. of u . So

1-6



Mer Dev.
great cities.Miness....Me isolated, not seminal. No

Butte ; Hikbing; Freeport; Bingham ; al city above

Prince Rupert - Kitimat ; Eagle Mt., ca : Borax ;
# Lead, Deadwood; Danky Vr .

-tit
Ts, an exception ?

# ****

alum city . Kittiyat.
degrade uw ! Kaiser , Made Foutany a slum..
imploy few people. Empl. is downstream .

Mides tie up anway.

Discrim , vs. old miner

Itults int. ugn.
Royalties: Wi -grade band,it spread out .

Speak slightingly of all but "elephants

Over allowance for cumin.
Leave units too large
Allou retention w . token activiactivity

I



Teu bias

#

#

Htm

1

Expensing
Dejlu, allowance...
Cap gains
Leasehwold abandonment

1

1

i

1

1.
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Extractive

Gray well
Forest
Fish &

Soil

Water

you renewable

quity renewable, but not

gamle

always
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i'v

3,
my.
5,
6.
2
8,
q

11 .
11,
12,
13 ..
14

15
16

11₁4
18.

Eu , 111

Rdes

ERT.
Soil cous

M.S.

Crommelin paper

ak. Apt . OGLPQ

Late ak, tell monytestimony
Scott vol,
OG UTR (al cumin)
Sev. Tux Testimony
Paschall cuticle
Mc Lme book

lutergovt. suminis

oil cafel stuff
Wundulich on" NO wil
Kuhu aEl 6-b5
Hall & Hall
Buyet & Morse

BM?, Engler, etc.

Limits to Growth
Hays
New Res, Eus cuticle .
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1._What i.v. for discounting...
Employment effects "

K in this form has min. effect1-# Manipulated i.r.
3 #
4 #
5.

itt

6.#1

Muzy... conserve.....

soes pop. tax accel. output?
Sev., tux to conserve
Countuvail;_takes.

7. Hi R ÷0 shows_excen expur., long lead_tima ,espaci
8,_! How much is vents.

Rest is off hit..costs X.I".

*
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1•# Open access to undiscovered win.
+ Preemption or preclusion

3.|| Vut. int. & duplu..

#
1it
8.
qat

-|||

|||

overmotivating Explur.

#

Explu . pp.391-99

Artificially his prices.
The need to replace the flexibe destroyed by provationnig.
Leverage ofput. overpublic un..._.
Publicity value of discovery.
Migut self- aggrandizement.
Tux favor's

Open acces , followed.followed by closed .
a. NF

Canada
open

20 Also. BLM lands.
Counds,FeverMiniwa lour,of1917 not yet ratified1958

time.
Meantime use is establishing-terme : approp...

b. Pre - prospecting "tickets" close access untilopt.
But wh*.' was biase

1)EF. unequal accen to info.
Advance info, a fugacions resource.#

# C.Coupled w."Winmame Movisos in leaves)
to..aOne gets advance info. to

cheap. Acquiring

whenacquire
Acquiring is zur

- sum . If the owner were

#
#just exploring his own land, wd. wait until vipe.

"But to
acquire unripe land w. advance knowledge,

one advances int . This advances fuist use ,
of lease terms, But use is then stow .

bus.



#
#suys in

allougmamuslyhold down asking prices.

Hearly bus, of low init .
hii

2) Ilnequal fuel, strength. Beyen buy
us

lowi
Lean vs Fut

#

Then lease terms force early token start.
#

3) Lessee wants to startwithoutat slow
#vate, saving more for later.

egily

c.f. by higher ...
Royalty adds to motive by leverage. Lowers

C.f.

Cf after Royalty ERO)(+)

ef - roy...
of

P_E__ = Reus -

thru straws, to

=

R

•RAL-HE
R- E

R (1-x

E
-rd

Att-̂ ₂) = 5
R ( ( - x)-_- E

Expenser..

-R- E
ef-roy.

2

21-8



Land area

48stater

+++

Water area
48 stets!!!

is mostly revaluation of old discoveries

sefu

lucl. deps. 2.3.2 B

&possus.
Ak .

H

19.60...
1980.

of

Proof of pattern. Each yi's I "moved veurver
4

which 15 %0 is...devd .
Lease holds

vs. 190
area under lease >> mea producing aid.

1.9. of U.S.
Rothschild figures =

Area of U.S..
acres

Water mea
Outside3iniMinit

377 B

1.901. B

20. mayor's have 18.8. m.a. under lease..
‡

35 % , 1976-80 .

Sg. Mi

3.62m

2.97
all

up

59m

nig states ,

2

(Lovejoy & Homen)

AC

Source

Webster

3

VL

Web.

Rand McN.

188 m.a. is = 9.9 % of land area of 48 sintes ; on 1.9 xor
anea of Calif. But not all there acves are in laund

area
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Summary : explu, is driven more by acqu.

discovery w,a view to early production
in ..

stick price .

#

2. Preclusion
a. Luvi funds who adding to coment output..
b. Key out interlopers.

Publicity valueC,

#
#mungunt. input.

collatural, & raise

d. Assets earn a return by growing w/o
Case of To. Pac. Land Trust.

employees.8P/E = 57

+in NY...+ Dallas ; land in W. ts.
trade at $ 36|shane = $126m , or
(BW 16 Oct 89........( 2.2).

1

-||

1./m.a.:

out for premium priceH

4

c...._.Aefer lign. defer tux liability

f. Mapst will

than...

#Union, Mobil, Shell

Employen are
3,5m shaa.

$16 m/employee.

+ holdpay premium
to keep but compr .

Compu, is local. E.g. S.C. mikt...
Until arco came there were Mobil, Chevron I
Exxon. It shell ?), big 3 w . most of nikt.

T.H.UMS :

CARCO still has inferior sites)

Tecaco, Humble(Exxon)
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Where thereis compu..quest toestablish mapy.
works same as prior appropuni.pior appropin. to estab. temme..

La -Itk

or

MC

a. Eg... under mupyb. Eg
Ef.

idle reserver.
in uude.

- turity

S

a

+ ûn

compen .

Ovelev

{

open access...

MC I

MR.a

access...(eg....(e.g...oil pool).

Law of iftv. dis advantage..go for ress, haudient to a vived.

3..Universal Vet- lutu.

5

ac

some firms must explove, wen the others hold
No pouding, bus.. no free willt. in resuvar -

_Same as urban land; and wtr. rts.
Retme to discovery out lays is uncertain,

whin wide range. The smaller the firm the greater the
range of uncert crinty : pooding vs. law of small no....
gambler's ruin, etc.

outlays we raised to be sue min.



-probable discoveries.The culequate.
Gus utilities must have supplies uida contract.H
Ea. Fuation , too integrates vertically ... policy of#
AAM

H
Provision - bani's of mercantilism , particularism

Secrecy - # ltd.__sharing of info.
Some info. is pooled:

#
#

#

#

#

shocks) studies..

#

. ——

"Geosat

slot lines, for seisuric (producuns untificid.
Expl. Milling ?

Geology juls , schools. Thehouse Step
In a few states, welllogs.

Key info. is proprietary the for
".Tight whenwhes"". Thiscovery wells.

proceumis in

6

5 Limits on export, to force haveproversings ; on hold coire pasie

Common in Canadu. way of semi-socializing.

But ak. fosters patio- chum.
a

uncoust, in U, S..

in U.S.

3-0 mapping ; computerized. Crown Jewels !
Info at borders

U.S. limits imports ofprocessed ones, to force
Case of bauxite.

4) Cartel price -umbrella syndrome
Reinforced by state laws allowing more produ

itfrom high- cost wells ; or "discovery" wells.
Exply . is irreusible .



.......

5) Ltd. flexibility from wills_under allowable contul,

6) Leverage of put. over public inut .

mily.... one..
1. S. mined forces. Another umbrella, the

Close working relationship shown by NSC, $.tute
+. Defeuse checking Justive & ETC,_153., vs. 5.majors

s

-pipe lines.
Utilities _x- subridize subec. extensions of

-gus, oil lives, to maintain vate base....
Best utilities also got into acquire

often by long term contract.reserves too .

bonsWorld Bank faces infrastructure - hembers_

1) Levrese of publicity +/or appuccisal.over
credit wikts

+funds .
apprecised for credit .

1. Land owners advance date, toget land
to reallocate pol of loanable

dur ...

by ugną.

a. Prefer glamoran new strikes to
of old ones.

7

porai

8) Corps. plowback, need uurt,outlets .
Mgint! self- aggrandizument, in caps. dominated



Rent-yieldn yields earnings. " Cash.cow "
These me invested in fringe & promotional outlaypMe

vigu . but not in the-# " Lutnualize profit. " - in the
#. vent yieldnts Love.
-#

#
#
HE

elding cure

To Motect profiti, conceal them :
from unions tcustumus & suppliers

shoekoldus

#

govts

Reenfonces utility veg. bias referred to in (6)
(heading.)(should have its own

(9.) Tux bias reinforcer . Expensing, otherwisePExpense

justifiable, is biased for size
Cup.guins. Eavored way to store

wealth , untaxed .
up

8

-# Deplu. allowance, Baned on wellhead
hy { No. of will head is highter on of underground[in situ value -in -ground, witifted, emplaced]

value.
#

might be > 100 % . But see(over

N.D. state policy of max, titillation "
visions, muall hopes of big strike, gambling fever,
floating value , exciting hopes over max. men. By restricting

not yet signed up.output w/ texxing. ERT pirnt. Lazulowners .abandonment of leaveholdi.
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sa

me
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# # ‡‡

#

Limit.on n
deplu. is 50 % of"net". This means

net of operating expense , in practise . Seeuste.p.398.

#


