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MEMORANDUM March 19, 1991
TO: Senator teve Frank, Chairma
Senate éommunarty & Regronar] Affairs Committee

FROM:  Senator Arliss Sturgulewski' /42
Senate District F Lin

RE: Senate Joint Resolution 12

This resolution supports pending federal le rslatr n introduced
SenaéorTeé gt vens annPFC))o s%nso[]c?b gfenatog ran urﬁows rt%at
would provid e aI st te to share rn ederal revenue generated
outer ontrnenta she %CS developmens

OCSdA‘ Iresent states trecer g anfydshgr[e of revenueg Herated from

o men N er e egislation, edc cent
coastal stat wou[l recerve oneptﬂ egé) S revenue. Jﬁh hose

ép ghare
state's one- thrrds are oudb drvr even etween the state an
communities impacted ythe evelopment

. In addition, the federal le rslatron caIIs foraC saI Zone Imgact

Assi tance Fund to be created srnrg perce{r ? ase sal rncome
royatres and ot rrevenues oney from this undwu eprovrri
coastal states an communities impdcted by any type of energy deve opment

The fede{al Office of Mjnerals lﬂ agement Serv ce has estlrmated tngr
gevelodpmento oll riiourfes In the C rand eaH ?easaone cou
ring s much as $12 billion in revenue to the state If this Tegislation passes.
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MEMORANDUM March 11, 1991
TO: Senator Steve Frank, Chairman

Senate Community & Regional Affairs Committee

FROM:  Senator Arliss Sturgulewski ®
Senate District F

RE: Hearing request for Senate Joint Resolution 12

Senate Joint Resolution 12 endorses a system ofrevenue
sharing among coastal states and communities from the
development of the ocean resources of the United States.

~Senate Bill 49, the Ocean and Coastal Resources Enhancement
Act is pending before the United States Congress and passage of
this resolution would transmit Alaska's support for this concept.

~ Thank you foryour consideration of an early hearing on this
legislation. Ifthere are any questions please contact Frank Homan
on my staffat 465-3818.
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Analysis of Senate Joint Resolution 12
Endorsement of the Ocean and Coastal Resources Enhancement Act

Senate Joint Resolution 12 endorses S.49, the Ocean and Coastal
Resources Enhancement Act, federal Ilegislation which, if passed,
would direct the federal government to share with the states and
their local governments federal revenue generated by the
development of the resources of the outer continental shelf (0CS).

The act wot .d deposit one-third of all O0CS revenues (bonuses,
rents, and royalties) received beginning in FY 92 into a fund. Note
that the federal fiscal vyear begins October 1. For leases in
existence at that time any bonuses and rentals would be exempt, as
would royalties if the lease was producing then. Six months later,
and annually thereafter, half of the fund balance (with interest)
would be distributed.

Currently there 1is no production on the Alaska 0CS. There are some
confirmed discoveries in the Beaufort Sea, but their size makes
commercial production uncertain. No production plans have been
filed. Around Alaska there are active leases in the Bering,
Chukchi, and Beaufort Seas. The probability of commercial success
in Bering Sea appears very small. The Minerals Management Service
(MMS) of the U.S. Department of Interior has estimated that the
Chukchi Sea has a 16 percent chance of commercial success with a
mean resource estimate of 4.16 billion barrels recoverable, and
that the Beaufort Sea has a 21 percent chance of commercial success
with a mean resources estimate of 1.45 billion barrels recoverable.
MMS estimated that this act would generate $5.4 billion to Alaska
from royalties over the economic life of these areas, assuming a
constant $23 per barrel wellhead price, if discovery and production
occurred. (Note that MMS made a serious methodological flaw in the
use of probability in these calcvilations. Correcting this flaw
would reduce that number-by half.) Note that commercial production
in these areas usually follows about ten years after discovery, so
these revenues may not be forthcoming soon.

As far as unleased acreage is concerned the current draft proposed
Federal O0CS lease sale schedule shows the following sales over the
next few years:



Beaufort Sea Late 1993

Chukchi Sea Mid 1994
Cook Inlet Mid 1994
St. George or Hope Basin Mid 1995
Gulf of Alaska Late 1995
Norton or Navarin or St. Mathew-Hall Basin Mid 1996
Beaufort Sea Late 1996
Chukchi Sea Mid 1997

It would be impossible to precisely estimate the lease bonuses that
might be realized from these sales. However it should be noted that
the most prospective of acreage 1in these areas has already been
leased. Also, exploration efforts in all but the Chukchi and
Beaufort has been disappointing. (Results on the former are
currently unknown.) Ultimately, the magnitude of 1lease bonuses
would depend mainly on expectations on the probability of success,
oil prices, size of find, and exploration costs. Perhaps a range
of $0 to $100 million per sale could be considered reasonable.

S. 49 also creates the Coastal Zone Impact Assistance Fund, which
deposits 4.5 percent of all OCS revenues in a fund beginning in FY
92. Six months later, and annually thereafter, half of the fund
balance (with interest) would be distributed to coastal states
(including the Great Lakes) and communities by a yet to be
determined formula that would consider the number, location, and
impact of energy facilities. It would be 1impossible to make a
reasonable estimate of what Alaska might realize from this.
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United States Senator For Alaska

January 16, 1991
FOR IMMEDIATE RELEASE

BILL WOULD SHARE OCS REVENUES
WITH STATS AND LOCAL GOVERNMENTS

Alaska and Its coastal communities could receive as much
as S12 billion from the ravenues generated by Outer
Continental Shelf (0CS) development under legislation
introduced by Senator Tad Stevens and cosponsored by Senator
Frank Murkowski,

The Ocean and Coastal Resources Enhancement Act (S. 49)
would require the federal government to share cne-third of
the revenue generated by a particular CCS development with
the state that is located adjacent to the cffshore wells,
Stevens said. One-half of that amount would go to state
government, with the remaining to be divided among the
communities impacted by 0CS development.

Under current law, the federal government shares none of
the lease sale income, royalties or other revenues derived
from 0OCS development since it occurs in federal waters.

"This bill would give states and coastal communities the
i"und3 they need to help ensure O0CS leases are developed in
an environmentally-sensitive way and to lessen the impact of
development on affected communities," Stevens said.

"Under existing law, coastal states and communities
don®"t share 1in the revenues generated by 0CS development,
but they are expected to shoulder the increased costs that
come with 1it. This bill would correct that inequity,"” he

added.

For example, Stevens said, the revenues could be used
for projects designed to enhance and protect the environment
and for determining whether O0CS activity 1is consistent with
state and local coastal cone management plans.

Coastal communities could use their funds to 1increase
fire and police protection, expand sewer and water
facilities and provide additional government services for
the increased population that, results from nearby energy
development, Stevenn said.

Alaska Offices: Anchorage: 2715915 Fairbanks: 4580261_ Junaau: 585%0
Kanal: 2636809 Katchlkan: 226:8C30
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0CS revenue snaring

*Development of oil and gas resources on the Alaska
outer-continental ahelf ia an important issue to Alaskans,"
Murkowski said. "It makes sonse for states and coastal
communities 1impacted by OCS activity to receive 30me benefit
from that development.™

"Thia revenue-sharing concept 1is particularly important
in Alaska, where CCS development would occur near rural
communities with unique histories and heritages, many of
them small enough to have great difficulty absorbing the
impacts smoothly. Revenues received in these communities as
a result of 0CS development would be available to ease any
adverse effects, accelerate necessary infrastructure
development and provide seed money Cor economic
diversification," Murkowski added.

Federal officials have estimated than the combined 3tate
and local share for Alaska from O0CS development 1in the

hﬁ?ﬁhi % ufort Seas could be as much aa

‘%1 ) 45,%% ,§§§. That amount 1is based on the Minerals
Man@g ment Service's (MMS) estimates of maximum productiog
of .1 billion barrels of oil from the Chukchi Sea and 4

billion barrels from the Beaufort Sea.

0CS tracts in the Chukchi and Beaufort Seas are
currently under lease, although to date no commercial
discoveries have been made. Future OCS activity will be
based on the MMS*'a new five-year leasing plan which will be
issued later this month, Stevens said.

The Stevens bill would also direct the federal
government to establish ft Coastal Zone Impact Assistance
Fund, 1into which the Secretary of the Treasury would deposit
four and one-half percent of 0CS lease sale income,
royalties and other revenues. Money from the fund would be
provided to coastal statas (including the Great Lakes
states) and communities 1impacted by any type of energy
development.

The funds would be allocated under a formula that would
take into account the number, Jlocation and impact of energy
facilities. No state could receive more than 20 percent of

the fund, according to the Stevens bill.

The money would be used to help pay the states®" cosA cf
leasing and permitting energy facilities, 1including
refineries and pipelines, and fund environmental and natural

resource projects.

The legislation has been referred to the Senate Commerce
Committee.



OCS REVENUE SHARING /ACT SHEET

, ALASKA CCS REGION
BONUSES, RENTS, AND MINIMUM ROYALTIES

1985 $11,715,642
19

86 7618752
1987 7.748.634
1983 705,849 842
1989 18,810,814
TOTAL 751,743,684

t.3
250,565,929 State and IocaI government share had

0CS ‘even%e sharing . e% % ation bean

In place beginning™in
Information Hrowded by Powers, Minerals Management Service
Anchorage, Alaska — ~907-261-4010

ESTIMATED UNDISCOVERED, ECONOMICALLY RECOVERABLE, UNLEASED
RESOURCES FOR THE CHUKCHI SEA AND BEAUFORT SEA

Minimum Hasn Maximum
Chukchi |.1bb 4. 1Sfch 9.1bb
(6% chance of
ommercial find)
Beaufort .4hb 1.45hb 4.2hb
(21% chan?e 0f
commercial find
TOTAL ARCTIC ~ 1.5hbb 5.61hb 13.3bh
Multiply by
23 for wellhead
\%?ue of ol $129.03 billion $305.9 billion
Divide by 1/8
for federal royalty
share $16,128,750,000 $38,237,500,000
Vi e b
or h ocal
8§/ te\?enare under
sharing il $5,376,250,000  $12,745,333,333

Information provided by Marshall Rose,
Minerals Management Service, Washington, D.C. 703-787-1536
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Alaska senators call for' government to share pro

By MIKE MEYERS " r .:,, ,
MESWASHNGTONQUTCAU - >

WASHINGTON - Aluska™
senators Introduced a bill Wed-
nesday calling on (he federal
government to share revenues
generated by offshore energy
production, estimating Die state
and Its communities could re-
ceive a total of more than {12 bil-
lion. i

The federal government has
considered the Idea for years.

.~Mmentand Budget. ; .

* But the Idea has some opponents, ~ communities directly Involved in - {R8 BHjaseRt biate. it ot his
chiefly the Office of Manage- the exploration and development  amount would go to the state,
% VF“ of oil off their coasts. with the rest di\f/fided gmgng tne
. "eeThere Is often strong opposi- communities affecte y the

See?}ﬁmgfjﬂ%%sﬁgfgfﬁggr?r\ﬁarl'{/ﬁIion_f_rom some coastal com- energy development.
budget and has expressed con- I munities as well as state govern-  This money, at a time of tight
, cem about losing revenue to n;entsl to offshore oil and gas ex- | Mate and municipal budgets,
states and communities at a lime P oration- _ could help ease political opposi-
. of rising federal deficits. '.tj Tlie Murkowskl-Stevens. bill ~tion to energy development,
calls on the federal government' particularly in environmentally
But Sens. Frank Murkowskl  to share one-third of the revenue  sensitive areas such as Califor-

and Ted Stevens said the money generated by a development In « nia.

should be shared with states and  the Outer Continental Shelf with "This hill would give slates

Friday, January 18,1MI, Tlk Anchorage Times B3

ami ol cummioRtiM f
funds they need to help ensure
OCS leases arc developed in an
environmentally sensitive way
and to lessen the impact of devel-
opment on affected communi-
ties," Stevens said.

"Under existing law, coastal
,stales and communities don't
share In ihe revenues generated
by OCS develupment, but ihey
are expected lo shoulder the In-
creased costs that come with it."

duction revenues

The onvemment aslimales
the total stale and local share (or
Alaska from Outer Continental
Shelf  develupment in lhe
Chukchi and Ueaufurt Seas cuuld
be more than {12.7billion.

This sum is based on an esti-
mate of the Minerals Manage-
ment Service of maximum pro-
duction of 9.1 billion barrels of ail
from the Chukchi Sea and more
than 4 billion barrels from the
Beaufort Sea.
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MHARE THE BURDEN fj- e

Share, the %oﬂts.
] 1
| A4 0 it

ESIDES CONCERN about effects that offshore

oil development might have on fisheriesand

other resources, Alaskans haven*tbeen too ex-
cited about oil development far off our shores because the
state loses on the deal .

Under current law, the federal government claimsall
tax revenues from development of the Outer Continental
Shelf (0CS), which isthearea beyond the state™s 3-miie
coastal limit. States get none of the revenue.

Yet OCS de hopment increases costs for state and
localcomma dies thatare impacted by a temporary in-
crease inpopulation of workers and business activities
that support offshore operations.

Sen. Ted Stevens wants toremedy the situationby re-
quiring the federal government toshare one-third of OCS
revenues with states offwhose shores oil isdeveloped.

Under legislation he introduced the otherday, Alaska
could receive about $L2 billion from itsshare of projected
revenues from the potential oil reserves off the Arctic
Coast.

The U.S. Minerals Management Service estimates be-
tween 5 billionand 13 billion barrels of recoverable oil lie
offshore in the Chukchi and Beaufort Seas. That equates
to revenue toAlaska between $7 billionand $16 billion if
the proposed revenue sharing plan becomes law.

Stevens’ legislation, which isbacked by the two other
members of the Alaska delegation, would require individ-
ual states to share one-half of theirOCS receipts with
local coastal communities, fhese communities could use
the income to increase fireand police protection, expand
sewer and water facilities, and provide additional ser-
vices required by the increased populationdue toOCS
development.

Louisiana, Texas, Californiaand other states with oil
potential off their shore would benefit similarly.

Additional ly, part of the Stevens’proposal would re-
quire the federal government toset aside 4.5 percent of
OCS revenues forwhat he dubs the Coastal Zone Impact

* Assistance Fund.

« ——

Money from that fund would be used for environmental
and natural resource projects in all coastal states, includ-
ing those adjacent to the Great Lakes, whether or not
therewas 0CS development off their shores. As envi-
sioned by Sen. Stevens, tillsfund would be used by states
toenhance and protect the environment and fordetermin-
ing whether OCS activity Isconsistent with state and local
coastal-zone management plans.

The legislation could have a positive impact on the na-
tional energy policy debate. At present, a number of
states have taken a strong position inopposition toany oil
development off their shores. Governors and legislators
in these states may want to reconsider their position if
0CS development offersthem a means tomeet other
state obligations.

Rather than face horrendous deficits, states might be
able to receive a substantial income from oil development
— as Alaska does.

Under an OCS revenue-sharing plan, which by the way
President Bush has indicated he may support, states will
have an incentive tositdown with the federal land owner
and the industry towork together todevelop an environ-
mental ly sound plan ofactioa That"s a goal worth pursu-

ing. 1.,



49

THE COASTAL ZONE IMPACTS'ASSI’STANCE ACT
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Ist Session S o

To establish an Ooean and Coastal Resources Enhancement Fund und a Coastal

M.

To

N

3
4

d

6

7

Zone Impact Assistance Fund, to require the Secretary of Commerce to
provide States and local governments with block grants from moneys in the
Funds, and for other purposes,

IN THE SENATE OF THE UNITED STATES

Januahy M gegislative day, January 3), 191

Stevtns (for himseif and Mr. Mubkowsiol introduood the following hill;
which was read twice and referred to the Committee on Commerce, Science,
and Transportation

A BILL

establish an Ocean and Coastal Resources Enhancement
Fund and a Coastal Zone Impact Assistance Fund, to
require the Secretary of Commerce to provide States and
local governments with block grants from moneys in the

Funds, and for other purpose”™/ ..

Be it arectenl ydte Serete and House of Represarts
fhves of tre Unitedl ates of Avenca in Gngress assaniien

SHORT TITLE

Section 1. This Act mav DB cited as the “®cean and

Coastal Resources Enhancement .Act.””

DEFINITIONS

Sec. 2 For purposes of this Act—



[EEN

(1) the term "coastal State" ha3 the meaning

2 given such term under the Coastal Zone Management
3 Act (16 U.S.C. 1453(4));

4 @ tre term "local government™ baa the moaning
5 given such term under the Coa8tal Zone Management
6 Act (16 U.S.C. 1435(11));

7 (3 the term "co&3t line" has the meaning given
8 such term under the Submerged Lands Act (43 U.S.C.
9 1301(c));

10 (4) the term "coastal zone" has the meaning
]-1. given such term uncler the Coastal Zone Management
12 Act (16 U.S.C. 1453(1));

13 (5) the term "Outer Continental Shelf" has the
14 meaning grven such term under the Outer Continental
15 Shelf Lands Act (43 U.S.C. 1331(a));

16 (6) the term "Secretary"™ means the Secretary of
17 Commerce ;7 and =y

18 (7 the te\l}yitffg]e?gy facilities" has the meaning
19. given Buch”rm under, the qu-?-."‘ Z.gpe Management
20 Act (18 U.S.C-. 1453(6)). o

OCEAN AND COASTAL R13S0OUBCOS F\ANAGEMENT FUND
Sec. 4.@ Establishment.— 'Tere*, in established in
<>
23 the Treasury of the United States an interest-bearing account

24 to be known as the Ocean and Coastal Resources Enhance-

25 _ment Fund, whiph shall bo. administered by the Secretary.

.9 4 is



3

1 () Payments to Fund.— Beginning in fiscal year
2 1992, the Secretary of the Treasury shall pay into the Fund
3 33 per centum of all revenues described in subsection ©
4 which"are attributable to an Outer Continental Shelf lease,
5 any part of which is within 200 miles of the eoa3dt line. The
s Secretary of the Treasury may adjust amounts inthe Fund at
7 any time to account for overpayments, underpayments, and
S™einrora;

91 "(@New Revenues —~ Subsection (b) shall apply only
10 & :
11 () bonus revenues under a leaseifno bonus reve-

12 * """ hues have been received by the United States under

13" that lease before October 1, 1991;

14 (2 rent revenues under a lease if no rent reve-
15 nues have been received by the United States under
16 that lease before October 1, 1991;

17 (3) royalty revenues undera leafle if no royalty
18 revenues have been deceived by the United States
19 under that leasttbefore October 1, 1991; and

20 (4) other revenues under a leaseif mi-other reve-
21 ,"d"ntles have been received bj* the United States under
22 : --that lease before October 1, 1991.

23" @ Coastal State Share.— (0) Six months after ihe

24 end-of fiscal year 1992, and annually thereafter, the Secre-

25" tlary shall pay from the Fund to coastal Slates one-half of



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

such revenues paid into the Find with respect to the fiscal
year most recently completed and any interest earned on
those revenues. Each coastal 3t,ate shall receive only that
share of revenues attributable to those leases that lie seaward
of the boundaries of that particular coastal State.

(@ In order to determine to which coastal State reve-
nues are attributable for purposes of this Act, the Secretary
shall delimit the lateral boundaries between the coastal
States to a point 200 miles seaward of the coast line. Such
boundaries shall be set according to the following principles,
listed in the order of priority of application:

(A) any judicial decree or interstate compacts de-
limiting lateral offshore boundaries between coastal
States;

(B) principles of domestic and International law

governing the delimitation of lateral offshore bound-

aries; and |\X(
(C) tiuw"-desirabiiity of following existing lease
bciuncfories and block lineson the Secretary ofthe In-
tericrta official protraction diagrams.
©). Local; Govesnment Shake— (1) Atthesame
time that the Secretary pays revenues to a coastal State
under subsection (d), the Secretary shall pay to local govem-

mentfl within that State the remaining one-half of the rcve-

nues for-that fiscal year attributable to that State, and any

9 49 is

q
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11

12

13

14

15

16

17

18

19

20

21

§2

23

24

5

interest earned on those revenues. Each local government
shall receive only that share of revenues attributable to those
leases that lie 3eaward of the boundaries of that particular
local government.

(@ In order to determine local government boundaries
for purposes of this Act, the Secretary shall delimit the later-
al boundaries between the local governments to a point 200
miles seaward of the coast line. Such boundaries shall be set
according to the following principles, listed in the order of
priority of application:

(A) existing boundaries between local govem-
ment3 with valid supporting legal authority;

(B) the desirability of following existing lease
boundaries and block lines on the Secretary of the In-
terior's official protraction diagrams; and

(0) the principle that, to the extent consistent
with subparagraphs (A) and (B), the size of the local
government®"s adjajcbhnt offshore area, as a percentage of
all of thg&. State3 adjacent offshore areas, shall be
based on a formula giving equal weight to-

(@) the looal govemment®3 coast line as a per-
centage of the State 3 coast line, calculated using
the same methods that are used to delimit the ter-

ritorial sea under international law; and

a9 IS



10
11
12
13
14
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18
19
20
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22
23
24

25

6

(i) the local government 3 population as a
percentage of the population of all local govern-
ments in thecoastal State, calculated bv the Sec-
retary using the best availablenational census
data.

(0 Use of I"inds by States.- Each coastal State
shalT first use funds received pursuant to subsection (d) to pay
for the administrative costs the State incur3 m the leasing
and permitting process under any applicable law including,
but not limited to, the Coastal Zone Management Act (18
U.S.C. et. seqg.)and the Outer Continental Shelf Leasing Act
(43 U.S.C. 1331 et. 3eq.), with any remaining fund3 to be
used for such environmental and natural resource projects in
the coastal zone as the Stam determines.
coastal zone impact assistance fund

Sec. 5 (@ Establishment.- There is established in
the Treasury of the United States an interest bearing account
to be known as the CoastaFZone Impact Assistance Fund,
which shall be administered by the Secretary.

() Payments TO Fund.- Beginning in fiscal year
1992, "the Secretary of the Treasury shall pay into the Find
4\$ per centum of all revenues described ifl subsection (C)
which are attributable to an Outer Continental Shelf lea3e,
any part of which i3 within 200 miles of the coast line. The

Secretary of the Treasury may adjust amounts in the Fund at
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any time to account for overpayments, underpayments, and
errors.

(c) Revenues,— Subsection (b) shall apply to all bo-
nuses, rents, royalties, and other revenues received, by the
United States under the Outer Continental Shelf Lands Act
(48 U.S.C. 1331 et. seq.).

(d) Coastal State Share.— Six months after the
end of fiscal year 1992, and annually thereafter, the Seore-
tary 3hall pay from the Fund to coastal States one”half of
such revenues paid into Fund with respect to the hscai year
most recently completed, and any interest earned on those
revenues. The amount disbursed to each ooastal State shall
be determined by the Secretary under a formula established
by the Secretary, after notice and public comment, which
considers the number, location, and impact of energy facilities
located within each State®s coastal zone during the previous
fiscal year. If any coastal State would receive an allotment
greater than 20 per centum, the Secretary snail reduce such
allotment to 20 pf£r centum. The amounts resulting from such
reduction shall be reallocated proportionately among those
coastal States that receive less than 20 per centum.

@ Local Government Share.— At the same time
that the Secretary pay”rovenues to a coastai State under
subsection (d), the Secretary shall pay to local governments

within that State the remaining one-half of the revenues in
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the Fund for that fiscal year attributable to that State ajid
any interest earned nn those revenues. Each local govcrn-
ment shall receive only that share of revenues attributable to
the number, location, and impact of energy facilities located
within or seaward of the boundaries, as determined, by the
Secretary under section 4(e) of this Act, of that particular
local government during the previous fiscal year.

" @ Use of ECjndS.—Each coastal State shall first use
funds received pursuant to subsection (d) to pay for the ad-
ministrative coats the coastal State incurs in the leasing and
permitting process for. energy” facilities, with any remaining

funds to be used for 3uch environmental and natural resource

projects in the coastal zone a9 the coastal State determines.

LIMITATIONS ON APPLICABILITY OF BOUNDARIES

Sec. 6.The coastal State and local government cound-

16aries delimited by the Secretary under this Act are solely for
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the purposes of this Act. [
RULES.A&D REGULATIONS
Seo. 7. Wiffiw.-one hundred and eighty days of enact-
ment of this Act, the Secretary shall promulgate, after notioe
and opportunity for comment, such rules and regulations as
may be necessary to carry out the provisions of this Act.
appropriations
Sec. 8. The authority to pay revenues to coastal States

_and local governments, pursuant to the Act shall.be regarded

air a permanent indefinite appropriation.

Q *
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