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The great Arctic Circle oil rush
Melting icecaps are giving way to oil-rich waters --
that the U.S. can’t claim, writes Fortune’s Telis Demos.

By Telis Demos, Fortune reporter
August 8 2007: 5:47 AM EDT

(Fortune Magazine) -- It’s an irony that even Al Gore might appreciate. As global warming causes the polar
icecaps to recede, potentially oil-rich seabeds are being uncovered beneath the Arctic Circle in the suddenly
navigable -- and drillable -- territory.

The area has long been thought to hold substantial reserves: Some say up to 25% of the world’s undiscovered
oil and natural gas may lie below the thawing ice.

But as the countries bordering the Arctic hammer out who can lay claim to what parts of the ocean, one major
player is missing: the U.S. Why? Because of an unlikely spat between Big Oil and a group of Republicans over
the UN treaty that governs who can claim rights to those waters.

The next energy crisis
Back in 1982, the United Nations Convention on the Law of the Sea went into effect, a treaty that defined ocean

boundaries and set up regulations for ship traffic. The U.S. signed the treaty in 1994, but the Senate refused to
ratify it, opposing the idea of UN sovereignty.

But what was then just a diplomatic absence is now seen as a lapse in judgment that could cost billions of dol-
lars. Under Law of the Sea, countries are entitled to control any waters above landmasses that extend from their
continental shelf.

If the U.S. were to claim that entitlement, it would gain Arctic territory roughly half the size of Alaska. But
since the U.S. is not a party to the treaty, many worry that it won’t have a say before the North Pole is sliced up
for good.

What’s in the way? A small but vocal group of Senate Republicans who are fiercely opposed to participation --
and the notion that UN panels could trump U.S. control over resources.

Frank Gaffney, a former Reagan advisor and current president of the Center for Security Policy, has called the
treaty the “most egregious transfer of American sovereignty, wealth, and power to the UN.” Senator James
Inhofe (R-Oklahoma) has said he’ll use “whatever means it takes” to keep the U.S. from joining the treaty. That
included leading the charge to kill a bill that surfaced for ratification in 2004.

Going nuclear
While there has been little commercial Arctic exploration so far, the potential is huge. London-based consul-

tancy Wood Mackenzie estimates that at least 166 billion barrels of oil and gas might lie undiscovered in the
near-shore Arctic. There could be much more in areas closer to the North Pole.

In potential U.S. territory alone there could be 15 billion barrels. With global reserves falling, any sizable field
would be a prize.
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An Arctic land grab is already well underway. In early June, Russian scientists claimed they found evidence of
70 billion barrels of oil and natural gas reserves on the Lomonosov Ridge, a huge rock formation that extends
through the North Pole from Siberia to Greenland.

Russia has slapped a claim on nearly half the Arctic -- a territory of half a million square miles -- and granted a
monopoly to its own companies to exploit it. Denmark is crying foul, saying it, too, has rights to the ridge.

The U.S. could play a huge diplomatic role in any negotiation, and without its involvement, many feel the bor-
ders will never truly be settled. “It makes exploration a lot more risky,” says Paul Kelly, former general counsel
at drilling firm Rowan Cos., since bankers, he says, won’t put up the money for ventures in “murky waters.”

Exxon Mobil gushes profits
The oil lobby has been working furiously to push past its Senate detractors -- and it is making some unlikely

bedfellows in the process.

Lobbyists representing companies including Exxon Mobil (Charts, Fortune 500), Chevron (Charts, Fortune
500), and ConocoPhillips (Charts, Fortune 500) are allying with environmental groups, who want UN protec-
tion for Arctic wildlife and ecosystems, as well as with the U.S. Navy, which says it won’t be able to patrol the
Arctic effectively without the rights the treaty provides to the territory.

The consortium got a big boost in May when President Bush came out in support of ratification, breaking ranks
with many members of his own party. New hearings in the Senate Foreign Relations Committee are set for this

fall. Should things go well, a bill could hit the Senate by the end of the year.

Advocates are hopeful. “We’ve been pushing for this for years,” says Brian Petty, a drilling industry lobbyist,
“and I think now we’ll finally get over the goal line.”

The region’s recent turf wars, they say, may give the issue a new sense of urgency. “The Russians have made
their claim,” says a committee aide. “If we don’t act fast, we’re missing the boat.”
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Our view on Law of the Sea treaty: Who owns Arctic’s wealth?

Five nations, including USA, unless we freeze ourselves out.

Earlier this month, Russia audaciously planted its national flag, encased in titanium, on the seabed below the
North Pole. National fervor erupted as the stunt was compared to the U.S. planting of the Stars and Stripes on
the moon in the 1960s.

Russia is laying claim to the area under the Arctic that is becoming more accessible as global warming thaws
the ice above it. Potentially at stake: 460,000 square miles of Arctic seabed that could hold as much as 25% of
the world’s undiscovered oil and gas, valuable commodities like gold and diamonds, fishing stocks and lucrative
freight routes.

The days are long gone when the “doctrine of discovery” ruled and planting a flag was enough to claim tracts of
the New World. But Russia’s gambit is a timely wake-up call for the United States and the three other countries
that border the Arctic Circle (Canada, Norway and Denmark, which manages Greenland’s interests).

The “new world” beneath the Arctic, along with the rest of the sea and the seabed, are governed by the 1982
U.N. Law of the Sea Convention, which gives nations a 200-nautical-mile “economic zone” from their coast-
lines. More than 150 countries have ratified the treaty, but the United States isn’t one of them — initially be-
cause of issues such as mining rights that have since been addressed, then because of general conservative
dislike of the United Nations.

President Bush, who has opposed other international accords, rightly supports this one. He is urging the Senate
to ratify the treaty so that the United States would have a “seat at the table” in the case of deciding this and other
sea disputes. It’s not a moment too soon.

Russia’s submarine mission under the North Pole — led by charismatic explorer Artur Chilingarov, whom
President Vladimir Putin made a “presidential envoy” to the Arctic — did far more than plant a flag. It took rock
samples to support Russia’s contention that the Lomonosov Ridge of underwater mountains is a continuation of
Russia, and thus entitles it to much of the territory.

Russia’s claims have so far been turned down by the body that administers much of the treaty. Denmark and
Norway also claim the Lomonosov Ridge. One promising formula would carve the area up among the five Arc-
tic Circle nations according to their nearest coastlines. In that case, Denmark would get the North Pole.

Global warming is not so rapid that the Arctic will unfreeze overnight, but it’s best to have in place a way to
resolve disputes peacefully if and when it does. Already, Canada, angered at Russia’s move, is planning to spend
$7 billion on new Arctic patrol vessels. The United States could update three polar icebreakers and build two
more. At least one Russian lawmaker is talking of military reinforcements.

When President Reagan refused to endorse the Law of the Sea back in the 1980s, one of his chief U.N. envoys
was Ken Adelman. Adelman now has changed his mind. Many Republican senators are still opposed, but they,
too, should reconsider. Ratifying the treaty will help the United States assert its stake to Arctic riches and curb
Russia’s appetite for them.

Posted at 12:21 AM/ET, August 14, 2007
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@) THE WALL STREET JOURNAL
U.S. Resistance to Sea Treaty Thaws

Wall Street Journal; August 22, 2007; http://online.wsj.com/article/SB118772758771704410.html

WASHINGTON -- What do the Nature Conservancy, Exxon Mobil Corp., offshore oil drillers, the fishing, shipping and
diamond industries, President Bush and the U.S. Navy have in common?

Answer: They all support a little-known but highly contentious international treaty -- set to come before the U.S. Senate
next month for ratification -- that governs nearly every aspect of ocean law, from underwater mineral rights to access to
shipping lanes.

The 208-page Law of the Sea Convention, debated since the 1930s and sealed in 1982, has stirred passions for decades

in Washington. Critics in the Senate have repeatedly blocked its ratification, saying the pact would undercut U.S. sover-
eignty. Supporters tout the treaty as a pillar of international law and key to long-term U.S. security. The U.S. is now one of
fewer than 40 countries, and the only significant power, not to have joined.

That is now almost certain to change, for three reasons: scarce energy sources, the thawing Arctic ice cap and the U.S.
Navy’s desire for unfettered access to the world’s seaways. These motivations have helped galvanize an odd coalition of
environmentalists, oil interests and military brass to persuade enough senators to back the treaty.

The renewed interest has grown more intense amid a scramble to claim undersea territories in the resource-rich Arctic.

Looking to buttress its legal case for ownership of a massive undersea ridge, Russia planted its flag earlier this month on a
seabed more than 15,000 feet below the North Pole. Canada, asserting its disputed rights, plans a new fleet of ice-breaking
ships and a deepwater Arctic port; yesterday, Canadian Prime Minister Stephen Harper asserted his country’s claim to the
so-called Northwest Passage along its northern coast during a meeting with Mr. Bush in Quebec. And Denmark is sending
a research team to push its own claim to undersea holdings that extend far from Greenland.

All this has put the U.S. in a jam. The Law of the Sea Treaty allows countries -- even nonsignatories -- exclusive rights to
the seabed extending 200 nautical miles from their shores. Countries can then present evidence to claim rights to any of
their continental shelf beyond that. Claims and disputes fall to one of several arbitration bodies established by the treaty.
Without being a party to the treaty, the U.S. has no clear way -- short of threatening force -- to assert its claims.

U.S. officials said the stakes are literally vast. In the Arctic alone, the U.S. could lay claim to more than 200,000 square
miles of additional undersea territories. The U.S. Coast Guard Cutter Healy is in the region to continue mapping the
ocean floor to help strengthen the U.S. case. By some estimates, the country’s total additional undersea holdings, includ-
ing extensions off the East Coast and the Gulf of Mexico, could exceed 300,000 square miles, or roughly twice the size of
California.

Recent estimates have found the Arctic could contain the equivalent of more than 400 billion barrels of oil and gas and
massive amounts of another potential energy source, crystallized methane. The U.S. Geological Survey has estimated the
amount of carbon found in hydrate form world-wide is “conservatively” twice the amount found in all the world’s fossil
fuels.

Increased thawing of the Arctic ice cap is also beginning to open up seaways, such as the long-heralded Northwest Pas-
sage that is expected to revolutionize shipping. Still blocked by ice much of the year, the polar pathway linking China
to Northern Europe and the Northwest U.S. is about 5,000 miles shorter than routes through the Suez or Panama canals.
Canada for years has asserted its sovereignty over the passage, a claim the U.S. and other countries dispute.

Environmentalists back the Law of the Sea Treaty because of its provisions for controlling pollution, from ships and un-
derwater exploration.
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Policy makers in Washington have generally been slow to champion the treaty. President Reagan opposed the original
pact’s undersea-mining rules as biased against U.S. interests, a position that still carries much weight with many conserva-
tives. President Clinton signed the treaty after those rules were amended, but the Republican-controlled Senate refused to
go along. In 2004, the measure withered again on Capitol Hill.

Under pressure from oil groups and diplomats in his administration, Mr. Bush in May endorsed the pact’s ratification for
the first time. The heads of the Army, Navy, Air Force and Marines followed suit with an unusual joint letter urging Senate
passage.

The pact still has some vocal critics in Washington. Former Reagan adviser Frank Gaffney calls it “a socialist manifesto
for the redistribution of wealth.” Now the head of the Center for Security Policy, a conservative think tank in Washington,
Mr. Gaffney says “no senator who has actually read this treaty would vote for it.”

Republican Sen. James Inhofe of Oklahoma, one of at least a dozen conservatives who oppose the treaty, calls it “a disas-
ter” and vows to work to block it from a full Senate vote. Other critics say the treaty will weaken U.S. efforts to inter-
dict illicit shipments of nuclear materials and entangle the armed forces in a web of international regulations. As for the
Arctic’s resource potential, they say the U.S. could work out an accommodation with the half-dozen other nations with a
stake there.

The Navy, the pact’s most ardent supporter, dismisses such claims. “This for us is global mobility. That’s what it’s all
about,” says Rear Adm. Bruce MacDonald, the Navy’s judge advocate general.

The treaty is now the world’s primary legal blueprint for what constitutes international waters and airspace. It grants all
navies the right to “innocent passage” through the world’s seaways. Yet dozens of countries, from Ecuador and Somalia to
China, South Korea and Vietnam, continue to try to limit the rights of warships to pass through their waters.

Joining the pact, Adm. MacDonald said, would give the U.S. a forum to contest such claims. “We need this treaty to lock
in the rights we already have.”

Administration officials also argue that Washington’s failure to sign on to the treaty has, in fact, undercut the Prolifera-
tion Security Initiative, a U.S. effort to enlist international help to cut off shipments of nuclear and missile technology to
countries such as Iran or North Korea.

Two countries that have declined to join PSI, Malaysia and Indonesia, recently cited Washington’s spurning of the Law of
the Sea Treaty as their main reason.

Others argue that the U.S. is already losing out in what promises to be a multibillion-dollar opportunity: the undersea min-
ing of copper, zinc, cobalt and even diamonds. John Norton Moore, a top legal expert on the law of the sea at the Uni-
versity of Virginia, said Russian and Chinese firms have already laid claim to some of the biggest undersea mines in the

world. Without joining the treaty, the U.S. has no forum in which to stake a claim.

“Qur sitting on the sidelines all these years has already cost us,” he said.
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VI. LINKS TO MORE INFORMATION (TREATY TEXT, ETC.)

Official Treaty Website:

http://www.un.org/Depts/los/convention_agreements/convention_overview convention.htm

Citizens for Global Solutions website on The United States and the Law of the Sea Treaty:
http://globalsolutions.org/in_the_beltway/united_states and law_sea_time_join

The Rule of Law Committee for the Oceans Website:

http://www.oceanlaw.org

Law of the Sea Institute:

http://repositories.cdlib.org/losi/

Center for Oceans Law and Policy

http://www.virginia.edu/colp/

American Society of International Law UNCLOS Research Tools

http://www.asil.org/resources/los.html
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