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M E M O R A N D U M March 25, 1991

TO: Senator Lloyd Jones, Chairman
Senate Resources Committee

FROM: Senator Arliss SturgulewskT//)
Senate District F [J?

RE: Hearing request for Senate Jo in t Resolution 12

This resolution supports pending federal legislation introduced by 
Senator Ted Stevens and Co-sponsored by Senator Frank Murkowski tha t 
would provide for coastal states to share in federal revenue generated by 
outer continental shelf(OCS) developments.

At present, sta tes do not receive any share of revenue generated from 
OCS development. Under th is pending federal legislation, each adjacent 
coastal state would receive a one-third share of the OCS revenue. The 
state 's one-third share would be divided evenly between the state and those 
com m unities impacted by the development.

In addition, the federal legislation calls for a Coastal Zone Impact 
Assistance Fund to be created using 4 1 /2  percent of OCS lease sale income, 
royalties and other revenues. Money from this fund would be provided to 
coastal sta tes and communities impacted by any type of energy development.

The federal Office of Minerals M anagement Sendee has estim ated th a t 
development of oil resources in the Chukchi and Beaufort Seas alone, could 
bring as m uch as $12 billion in revenue to the state if this legislation passes. 
Thank you for your consideration of an early hearing on this legislation. If 
there are any questions please contact Frank Homan on my staff a t 465- 
3818.

E n c l o s u r e
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A n a l y s i s  o f  S e n a t e  J o i n t  R e s o l u t i o n  12 
E n d o r s e m e n t  o f  t h e  O c e a n  a n d  C o a s t a l  R e s o u r c e s  E n h a n c e m e n t  A c t

S e n a t e  J o i n t  R e s o l u t i o n  12 e n d o r s e s  S . 49, t h e  O c e a n  a n d  C o a s t a l  

R e s o u r c e s  E n h a n c e m e n t  Act, f e d e r a l  l e g i s l a t i o n  which, i f  p a s sed, 

w o u l d  d i r e c t  t h e  f e d e r a l  g o v e r n m e n t  t o  s h a r e  w i t h  t h e  s t a t e s  a n d  

t h e i r  l o c a l  g o v e r n m e n t s  f e d e r a l  r e v e n u e  g e n e r a t e d  b y  t h e  

d e v e l o p m e n t  o f  t h e  r e s o u r c e s  o f  t h e  o u t e r  c o n t i n e n t a l  s h e l f  ( O C S ) .

T h e  a c t  w o u l d  d e p o s i t  o n e - t h i r d  o f  a l l  O C S  r e v e n u e s  (bonuses, 
rents, a n d  r o y a l t i e s )  r e c e i v e d  b e g i n n i n g  i n  F Y  92 i n t o  a fund. N o t e  
t h a t  t h e  f e d e r a l  f i s c a l  y e a r  b e g i n s  O c t o b e r  1. F o r  l e a s e s  in 
e x i s t e n c e  a t  t h a t  t i m e  a n y  b o n u s e s  a n d  r e n t a l s  w o u l d  b e  e x e m p t ,  as 

w o u l d  r o y a l t i e s  i f  t h e  l e a s e  w a s  p r o d u c i n g  t hen. S i x  m o n t h s  later, 

a n d  a n n u a l l y  t h e r e a f t e r ,  h a l f  of  t h e  f u n d  b a l a n c e  (with inter e s t )  

w o u l d  b e  d i s t r i b u t e d .

C u r r e n t l y  t h e r e  is n o  p r o d u c t i o n  on  t h e  A l a s k a  OCS. T h e r e  a r e  s o m e  
c o n f i r m e d  d i s c o v e r i e s  in t h e  B e a u f o r t  Sea, b u t  t h e i r  s i z e  m a k e s  
c o m m e r c i a l  p r o d u c t i o n  u n c e r t a i n .  N o  p r o d u c t i o n  p l a n s  h a v e  b e e n  
filed. A r o u n d  A l a s k a  t h e r e  a r e  a c t i v e  l e a s e s  in  t h e  Bering, 

C h u k c h i ,  a n d  B e a u f o r t  Seas. T h e  p r o b a b i l i t y  o f  c o m m e r c i a l  s u c c e s s  
i n  B e r i n g  S e a  a p p e a r s  v e r y  small. T h e  M i n e r a l s  M a n a g e m e n t  S e r v i c e  
(MMS) o f  t h e  U.S. D e p a r t m e n t  o f  I n t e r i o r  h a s  e s t i m a t e d  t h a t  t h e  

C h u k c h i  S e a  h a s  a 16 p e r c e n t  c h a n c e  o f  c o m m e r c i a l  s u c c e s s  w i t h  a 

m e a n  r e s o u r c e  e s t i m a t e  o f  4 . 1 6  b i l l i o n  b a r r e l s  r e c o v e r a b l e ,  a n d  

t h a t  t h e  B e a u f o r t  S e a  h a s  a 21 p e r c e n t  c h a n c e  o f  c o m m e r c i a l  s u c c e s s  

w i t h  a m e a n  r e s o u r c e s  e s t i m a t e  o f  1 . 4 5  b i l l i o n  b a r r e l s  r e c o v e r a b l e .  

M M S  e s t i m a t e d  t h a t  t h i s  a c t  w o u l d  g e n e r a t e  $5 . 4  b i l l i o n  t o  A l a s k a  

f r o m  r o y a l t i e s  o v e r  t h e  e c o n o m i c  l i f e  o f  t h e s e  areas, a s s u m i n g  a 
consjtant $23 p e r  b a r r e l  w e l l h e a d  p r i c e ,  i f  d i s c o v e r y  a n d  p r o d u c t i o n  

o c c u r r e d .  (Note t h a t  M M S  m a d e  a s e r i o u s  m e t h o d o l o g i c a l  f l a w  in  t h e  

u s e  o f  p r o b a b i l i t y  in t h e s e  c a l c u l a t i o n s .  C o r r e c t i n g  t h i s  f l a w  

w o u l d  r e d u c e  t h a t  n u m b e r  b y  half.) N o t e  t h a t  c o m m e r c i a l  p r o d u c t i o n  

i n  t h e s e  a r e a s  u s u a l l y  f o l l o w s  a b o u t  t e n  y e a r s  a f t e r  d i s c o v e r y ,  so 

t h e s e  r e v e n u e s  m a y  n o t  b e  f o r t h c o m i n g  soon.

A s  f a r  as u n l e a s e d  a c r e a g e  is c o n c e r n e d  t h e  c u r r e n t  d r a f t  p r o p o s e d  

F e d e r a l  O C S  l e a s e  s a l e  s c h e d u l e  s h o w s  t h e  f o l l o w i n g  s a l e s  o v e r  t h e  
n e x t  f e w  y e a r s :



B e a u f o r t  Sea L a t e 1993

C h u k c h i  S e a M i d 1994

C o o k  I n l e t M i d 1994

St. G e o r g e  o r  H o p e  B a s i n M i d 1995

G u l f  of A l a s k a L a t e 1995

N o r t o n  o r  N a v a r i n  o r  St. M a t h e w - H a l l  B a s i n M i d 1996

B e a u f o r t  S e a L a t e 1996

C h u k c h i  S e a M i d 1997

It w o u l d  b e  i m p o s s i b l e  t o  p r e c i s e l y  e s t i m a t e  t h e  l e a s e  b o n u s e s  t h a t  

m i g h t  b e  r e a l i z e d  f r o m  t h e s e  sal e s .  H o w e v e r  it s h o u l d  b e  n o t e d  t h a t  

t h e  m o s t  p r o s p e c t i v e  of  a c r e a g e  i n  t h e s e  a r e a s  h a s  a l r e a d y  b e e n  
l e a s e d .  A l s o ,  e x p l o r a t i o n  e f f o r t s  in  a l l  b u t  t h e  C h u k c h i  a n d  

B e a u f o r t  h a s  b e e n  d i s a p p o i n t i n g .  ( R e s u l t s  o n  t h e  f o r m e r  are 

c u r r e n t l y  u n k n o w n . )  U l t i m a t e l y ,  t h e  m a g n i t u d e  o f  l e a s e  b o n u s e s  

w o u l d  d e p e n d  m a i n l y  o n  e x p e c t a t i o n s  on t h e  p r o b a b i l i t y  o f  suc c e s s ,  
o i l  p r i c e s ,  s i z e  of find, a n d  e x p l o r a t i o n  co s t s .  P e r h a p s  a r a n g e  

of  $0 t o  $ 1 0 0  m i l l i o n  p e r  s a l e  c o u l d  b e  c o n s i d e r e d  r e a s o n a b l e .

S . 49 a l s o  c r e a t e s  t h e  C o a s t a l  Z o n e  I m p a c t  A s s i s t a n c e  Fund, w h i c h  

d e p o s i t s  4 . 5  p e r c e n t  o f  a l l  O C S  r e v e n u e s  i n  a f u n d  b e g i n n i n g  in F Y  

92. S i x  m o n t h s  later, a n d  a n n u a l l y  t h e r e a f t e r ,  h a l f  of t h e  f u n d  

b a l a n c e  (with i n t e r e s t )  w o u l d  b e  d i s t r i b u t e d  t o  c o a s t a l  s t a t e s  

( i n c l u d i n g  t h e  G r e a t  Lakes) a n d  c o m m u n i t i e s  b y  a y e t  t o  b e  
d e t e r m i n e d  f o r m u l a  t h a t  w o u l d  c o n s i d e r  t h e  n u m b e r ,  l o c a t i o n ,  a n d  

i m p a c t  of  e n e r g y  f a c i l i t i e s .  It w o u l d  b e  i m p o s s i b l e  t o  m a k e  a 

r e a s o n a b l e  e s t i m a t e  o f  w h a t  A l a s k a  m i g h t  r e a l i z e  f r o m  this.
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TIMES WASHINGTON BUREAU 

. WASHINGTON — Alaska's 
senators introduced'-a'bill Wed­
nesday catling on the  federal 
government to share revenues 
generated by offshore energy 
production, .estimating the sta te  
and Its communities could re­
ceive a total of m ore than J12 bil­
lion. >

The federal governm ent has 
considered the idea for years.

But the Idea has aome opponents, communities directly involved in 
chiefly the Office of Manage- the exploration and development 
m ent and Budget. v ;  • i ^ t  of oil off their coasts. •;, fV

The White House a g ^ y over*M:, '• re b oflen 5tron?
{si sees the pMductlon of the annual A **on *rom S0IJ’e coastal com- 
’ budget L  has expressed c o n - |  /
, cem  about losing revenue to ^ ^ , 1 °  °  .'.

s la te san d co m m u n ltle sa ta tlm e• '; '.p '■
. of rising federal deficits. ■ ,t»j: ' “ hB Murkowskl-Stevens • bill ■

‘X  calls vii the federal government .
But Sens, d rank  MurkowskJ to share one-third of the revenue 

and Ted S te  ens said the money . generated by a development In 
should be shared-vlth  sta les and the Outer Continental Shelf with

the adjacent state. Half of this 
amount would go to the state , 
with the rest divided among the 
communities affected by the 
energy development.

This money, at a  time of tight 
sta te  and municipal budgets, 
could help ease political opposi­
tion to energy development, 
particularly In environmentally 
sensiilve areas such as Califor­
nia.

"This bill would give slates

and coastal communities the 
funds they need to help ensure 
OCS leases o re  developed In an 
environmentally sensitive way 
and to lessen the impact of devel­
opm ent on affected communi­
ties,"  Stevens said.

"U nder existing law, coastal 
sta tes and communities don't 
share In the revenues generated 
by OCS development, but they 
a re  expected to shoulder the in­
creased costs that come with it."

The government estim ates 
the total sta te  and local share for 
Alaska from Outer Continental 
Shelf development in the 
Chukchi and Beaufort Seas could 
be more than $12.7 billion.

This sum  is based on an esti­
m ate of the M inerals M anage­
m ent Service of maximum pro­
duction of 9.1 billion barrels of oil 
from  the Chukchi Sea and m ore 
than i  billion barrels from the 
Beaufort Sea.

• ' '.I
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SHARE THE BURDEN *u:

S h a r e  t h e  p r o f i t s

ESIDES CONCERN about effects that offshore 
oil development might have on fisheries and 
other resources, Alaskans haven’t been too ex­

cited about oil development far off our shores because the 
stale loses on the deal.
Under current law, the federal government claims all 

tax revenues from development of the Outer Continental 
Shelf (OCS), which is the area beyond the state’s 3-mile 
coastal limit. States get none of the revenue.
Yet OCS development increases costs for state and 

local communities that are impacted by a temporary in­
crease in population of workers and business activities 
that support offshore operations.
Sen. Ted Stevens wants to remedy the situation by re­

quiring the federal government toshare one-third of OCS 
revenues with states off whose shores oil is developed.
Under legislation he introduced the other day, Alaska 

could receive about $12 billion from its share of projected 
revenues from the potential oil reserves off the Ar :tic 
Coast.
The U.S. Minerals Management Service estimates be­

tween 5 billion and 13 billion barrels of recoverable oil lie 
offshore in the Chukchi and Beaufort Seas. That equates 

' to revenue to Alaska between $7 billion and $16 billion if 
the proposed revenue sharing plan becomes law.
Stevens’ legislation, which is backed by the two other 

members of the Alaska delegation, would require individ- 
. ual states to share one-half of their OCS receipts with 
local coastal communities. These communities could use 

■ the income to increase fire and police protection, expand 
sewer and water facilities, and provide additional ser- 

• vices required by the increased population due to OCS 
development.
Louisiana, Texas, California and other states with oil 

potential off their shore would benefit similarly.
Additionally, part of the Stevens’ proposal would re­

quire the federal government to set aside 4.5 percent of 
OCS revenues for what he dubs the Coastal Zone Impact 

r 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 
there was OCS development off their shores. As envi- 

. sioned by Sen. Stevens, this fund would be used by states 
to enhance and protect the environment and for determin­
ing whether OCS activity Is consistent 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 in opposition to any oil 
development off their shores. Governors and legislators 
in these states mny want to reconsider their position if 
OCS development offers them a means to meet other 
staic 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 plnn, which by the way 

President Bush has indicated he may support, states will 
have an incentive to sit down with the federal land owner 
and the industry to work together to develop an environ­
mentally sound plan of action. That's o goal worth pursu­
ing. i ■ .
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F O R  I M M E D I A T E  R E L E A S E

B I L L  W O U L D  S H A R E  O C S  R E V E N U E S  
W I T H  S T A T E  A N D  L O C A L  G O V E R N M E N T S

A l a s k a  a n d  its c o a s t a l  c o m m u n i t i e s  c o u l d  r e c e i v e  as m u c h  
as $12 b i l l i o n  f r o m  t h e  r e v e n u e s  g e n e r a t e d  b y  O u t e r  
C o n t i n e n t a l  S h e l f  (OCS) d e v e l o p m e n t  u n d e r  l e g i s l a t i o n  
i n t r o d u c e d  b y  S e n a t o r  T e d  S t e v e n s  a n d  c o s p o n s o r e d  b y  S e n a t o r  
F r a n k  M u r k o w s k i .

T h e  O c e a n  a n d  C o a s t a l  R e s o u r c e s  E n h a n c e m e n t  A c t  (S. 49) 
w o u l d  r e q u i r e  t h e  f e d e r a l  g o v e r n m e n t  t o  s h a r e  o n e - t h i r d  of 
t h e  r e v e n u e  g e n e r a t e d  b y  a p a r t i c u l a r  O C S  d e v e l o p m e n t  w i t h  
t h e  s t a t e  t h a t  is l o c a t e d  a d j a c e n t  to t h e  o f f s h o r e  w e l l s ,  
S t e v e n s  said. O n e - h a l f  of t h a t  a m o u n t  w o u l d  g o  to s t a t e  
g o v e r n m e n t ,  w i t h  t h e  r e m a i n i n g  to be d i v i d e d  a m o n g  t h e  
c o m m u n i t i e s  i m p a c t e d  b y  O C S  d e v e l o p m e n t .

U n d e r  c u r r e n t  law, t h e  f e d e r a l  g o v e r n m e n t  s h a r e s  n o n e  of 
th e  l e a s e  s a l e  i n c o m e ,  r o y a l t i e s  o r  o t h e r  r e v e n u e s  d e r i v e d  
f r o m  O C S  d e v e l o p m e n t  s i n c e  it  o c c u r s  in f e d e r a l  w a t e r s .

" T his b i l l  w o u l d  g i v e  s t a t e s  a n d  c o a s t a l  c o m m u n i t i e s  t h e  
f u n d 3  t h e y  n e e d  to h e l p  e n s u r e  O C S  l e a s e s  a r e  d e v e l o p e d  in 
a n  e n v i r o n m e n t a l l y - s e n s i t i v e  w a y  a n d  t o  l e s s e n  t h e  i m p a c t  of 
d e v e l o p m e n t  o n  a f f e c t e d  c o m m u n i t i e s , "  S t e v e n s  said.

" U n d e r  e x i s t i n g  law, c o a s t a l  s t a t e s  a n d  c o m m u n i t i e s  
d o n ' t  s h a r e  in t h e  r e v e n u e s  g e n e r a t e d  b y  O C S  d e v e l o p m e n t ,  
b u t  t h e y  a r e  e x p e c t e d  t o  s h o u l d e r  t h e  i n c r e a s e d  c o s t s  t h a t  
c o m e  w i t h  it. T h i s  b i l l  w o u l d  c o r r e c t  t h a t  i n e q u i t y , "  he 
a d d e d .

F o r  e x a m p l e ,  S t e v e n s  s a i d ,  t h e  r e v e n u e s  c o u l d  b e  u s e d  
for p r o j e c t s  d e s i g n e d  to e n h a n c e  a n d  p r o t e c t  the e n v i r o n m e n t  
a n d  f o r  d e t e r m i n i n g  w h e t h e r  O C S  a c t i v i t y  is c o n s i s t e n t  w i t h  
s t a t e  a n d  l o c a l  c o a s t a l  z o n e  m a n a g e m e n t  plans.

C o a s t a l  c o m m u n i t i e s  c o u l d  u s e  t h e i r  f u nds to i n c r e a s e  
fi r e  a n d  p o l i c e  p r o t e c t i o n ,  e x p a n d  s e w e r  a n d  w a t e r  
f a c i l i t i e s  a n d  p r o v i d e  a d d i t i o n a l  g o v e r n m e n t  s e r v i c e s  for 
the i n c r e a s e d  p o p u l a t i o n  t h a t  r e s u l t s  f r o m  n e a r b y  e n e r g y  
d e v e l o p m e n t ,  S t e v e n s  s aid.

Alaeka Offlcoa: Anchorage: 271-5316 Fairbanks: 450-0261 Junanu: 608-7400 
Kanal: 283-6803 Ketchikan: 226-8880



2 - 2 - 2
O C S  r e v e n u e  s h a r i n g

" D e v e l o p m e n t  o f  o i l  and gag r e s o u r c e s  o n  the A l a s k a  
o u t e r - c o n t i n e n t a l  s h e l f  is a n  i m p o r t a n t  i s s u e  to A l a s k a n s , "  
M u r k o w s k i  s a id. "It m a k e s  s e n s e  for s t a t e s  a n d  c o a s t a l  
c o m m u n i t i e s  i m p a c t e d  b y  O C S  a c t i v i t y  to r e c e i v e  s o m e  b e n e f i t  
f r o m  t h a t  d e v e l o p m e n t . "

"This r e v e n u e - s h a r i n g  c o n c e p t  is p a r t i c u l a r l y  i m p o r t a n t  
in A l a s k a ,  w h e r e  O C S  d e v e l o p m e n t  w o u l d  o c c u r  n e a r  r u r a l  
c o m m u n i t i e s  w i t h  u n i q u e  h i s t o r i e s  and h e r i t a g e s ,  m a n y  of 
t h e m  s m a l l  e n o u g h  to h a v e  g r e a t  d i f f i c u l t y  a b s o r b i n g  the 
i m p a c t s  s m o o t h l y .  R e v e n u e s  r e c e i v e d  in t h e s e  c o m m u n i t i e s  as 
a r e s u l t  of O C S  d e v e l o p m e n t  w o u l d  be a v a i l a b l e  to e a s e  a n y  
a d v e r s e  e f f e c t s ,  a c c e l e r a t e  n e c e s s a r y  i n f r a s t r u c t u r e  
d e v e l o p m e n t  a n d  p r o v i d e  s e e d  m o n e y  for e c o n o m i c  
d i v e r s i f i c a t i o n , " M u r k o w s k i  added'.

F e d e r a l  o f f i c i a l s  h a v e  e s t i m a t e d  t h a t  t h e  c o m b i n e d  s t a t e  
a n d  l o c a l  s h a r e  f o r  A l a s k a  f r o m  O C S  d e v e l o p m e n t  in the 
C h u k c h i  a n d  B e a u f o r t  S e a s  c o u l d  b e  as m u c h  as 
$ 1 2 , 7 4 5 , 3 3 3 , 3 3 3 ,  T h a t  a m o u n t  is b a s e d  o n  t h e  M i n e r a l s  
M a n a g e m e n t  S e r v i c e ' s  (MMS) e s t i m a t e s  o f  m a x i m u m  p r o d u c t i o n  
of 9.1 b i l l i o n  b a r r e l s  o f  oil f r o m  the C h u k c h i  S e a  a n d  4.2 
b i l l i o n  b a r r e l s  f r o m  t h e  B e a u f o r t  Sea.

O C S  t r a c t s  i n  t h e  C h u k c h i  a n d  B e a u f o r t  S e a s  a r e  
c u r r e n t l y  u n d e r  lease, a l t h o u g h  t o  d a t e  no c o m m e r c i a l  
d i s c o v e r i e s  h a v e  b e e n  m a d e .  F u t u r e  O C S  a c t i v i t y  w i l l  be 
b a s e d  o n  t h e  M M S ' s  n e w  f i v e - y e a r  l e a s i n g  p l a n  w h i c h  w i l l  be 
i s s u e d  l a t e r  t h i s  m o n t h ,  S t e v e n s  said.

T h e  S t e v e n s  b i l l  w o u l d  a l 3 o  d i r e c t  t h e  f e d e r a l  
g o v e r n m e n t  t o  e s t a b l i s h  a C o a s t a l  Zo n e  I m p a c t  A s s i s t a n c e  
F und, i n t o  w h i c h  the S e c r e t a r y  of the T r e a s u r y  w o u l d  d e p o s i t  
f o u r  a n d  o n e - h a l f  p e r c e n t  of O C S  l e a s e  s a l e  i n c ome, 
r o y a l t i e s  a n d  o t h e r  r e v e n u e s .  M o n e y  f r o m  t h e  f u n d  w o u l d  b e  
p r o v i d e d  to c o a s t a l  s t a t e s  ( i n c l u d i n g  t h e  G r e a t  L a k e s  
s t a t e s )  a n d  c o m m u n i t i e s  i m p a c t e d  b y  a n y  t y p e  o f  e n e r g y  
d e v e l o p m e n t .

T h e  f u n d s  w o u l d  b e  a l l o c a t e d  u n d e r  a f o r m u l a  t h a t  w o u l d  
t a k e  i n t o  a c c o u n t  the n u m b e r ,  l o c a t i o n  a n d  i m p a c t  o f  e n e r g y  
f a c i l i t i e s .  N o  s t a t e  c o u l d  r e c e i v e  m o r e  t h a n  20 p e r c e n t  o f  
t h e  fund, a c c o r d i n g  t o  t h e  S t e v e n s  bill.

T h e  m o n e y  w o u l d  b e  u s e d  to h e l p  p a y  the s t a t e s '  c o s t s  of  
l e a s i n g  a n d  p e r m i t t i n g  e n e r g y  f a c i l i t i e s ,  i n c l u d i n g  
r e f i n e r i e s  a n d  p i p e l i n e s ,  a n d  f u n d  e n v i r o n m e n t a l  a n d  n a t u r a l  

r e s o u r c e  p r o j e c t s .

T h e  l e g i s l a t i o n  h a s  b e e n  r e f e r r e d  to the S e n a t e  C o m m e r c e  

C o m m i t t e e .

###



O C S  R E V E N U E  S H A R I N G  F A C T  S H E E T

A L A S K A  C C S  R E G I O N

B O N U S E S ,  RENTS, A N D  M I N I M U M  R O Y A L T I E S

1 9 0 5  $ 1 1 , 7 1 5 , 6 4 2
1986 7 ,6 1 8 ,7 5 2
19 8 7  7 , 7 4 8 , 6 3 4
1988 7 0 5 , 8 4 9 , 8 4 2
1989 1 8 , 8 1 0 , 8 1 4

T O T A L  7 5 1 , 7 4 3 , 6 8 4
_____________ 3

2 5 0 , 5 6 5 , 9 2 9  S t a t e  and l ocal g o v e r n m e n t  s h a r e  h a d  
OCS r e v e n u e  s h a r i n g  l e g i s l a t i o n  b e e n  
i n  p l a c e  b e g i n n i n g  in 1985

I n f o r m a t i o n  p r o v i d e d  b y  A 1  Powers, M i n e r a l s  M a n a g e m e n t  S e r v i c e  
A n c h o r a g e ,  A l a s k a  —  9 0 7 - 2 6 1 - 4 0 1 0

E S T I M A T E D  U N D I S C O V E R E D ,  E C O N O M I C A L L Y  R E C O V E R A B L E ,  U N L E A S E D  
R E S O U R C E S  F O R  T H E  C H U K C H I  S S A  A N D  B E A U F O R T  S E A

L e a s e  A r a A

C h u k c h i  
(16% c h a n c e  of 
c o m m e r c i a l  find)

B e a u f o r t  

(21% c h a n c e  of 
c o m m e r c i a l  f i n d

M i n i m u m

l . l b b

,4bb

T O T A L  A R C T I C  l . S b b

M u l t i p l y  b y  
$23 f o r  w e l l h e a d  
v a l u e  o f  o i l

D i v i d e  b y  1/8
f o r  f e d e r a l  r o y a l t y
s h a r e

D i v i d e  b y  1/3 
f o r  S t a t e / l o c a l  
g o v ' t  s h a r e  u n d e r  
O C S  r e v e n u e  
s h a r i n g  b i l l

flean 

4.ISbb

1 .45bb

3.61bb

M a x i m u m  

9 . 1 b  b

4. 2bb

1 3 . Sbb

$ 1 2 9 . 0 3  b i l l i o n  $ 3 0 5 . 9  b i l l i o n

$ 1 6 , 1 2 8 , 7 5 0 , 0 0 0  $ 3 8 , 2 3 7 , 5 0 0 , 0 0 0

$ 5 , 3 7 6 , 2 5 0 , 0 0 0  $ 1 2 , 7 4 5 , 3 3 3 , 3 3 3

I n f o r m a t i o n  p r o v i d e d  b y  M a r s h a l l  Rose,
M i n e r a l s  M a n a g e m e n t  Se r v i c e ,  W a s h i n g t o n ,  D.C. 7 0 3 - 7 8 7 - 1 5 3 6



S T A T E M E N T  O F  S E N A T O R  T E D  S T E V E N S

IN SUPPORT OF S. 49,
THE COASTAL ZONE IMPACT ASSISTANCE ACT

M o n d a y ,  J a n u a r y  14, 1991

M R .  STEVENS l T o d a y  I i n t r o d u c e  S. 49, t h e  Ocean a n d  
C o a s t a l  R e s o u r c e s  E n h a n c e m e n t  A c t .  T h e  m e a s u r e ,  w h i c h  is 
s i m i l a r  t o  l e g i s l a t i o n  I i n t r o d u c e d  i n  t h e  m i d - 8 0 s ,  is 
d e s i g n e d  t o  g i v e  c o a s t a l  r t a t e s  a n d  c o m m u n i t i e s  t h e  t o o l s  
t h e y  n e e d  t o  m i n i m i z e  t h e  i m p a c t s  e n e r g y  development can 
b r i n g  t o  c o a s t a l  a r e a s . T h e  b i l l  d i r e c t s  t h e  S e c r e t a r y  o f  
C o m m e r c o  t o  d i s t r i b u t e  4 1/2 p e r c e n t  of a l l  OCS r e v e n u e s  to  
c o a s t a l  a r e a s  i m p a c t e d  b y  a w i d e  s p e c t r u m  o f  e n e r g y  
d e v e l o p m e n t  r a n g i n g  f r o m  r e f i n e r i e s  t o  p i p e l i n e s .  A l l  
c o a s t a l  a r e a s  w o u l d  b e  e l i g i b l e  i n c l u d i n g  t h e  G r e a t  r.akea 
s t a t e s .

T h e  b i l l  u s e s  m a n y  o f  t h e  c o n c e p t s  ostaJblishad in t h e  
C o a s t a l  2 o n «  M a n a g e m e n t  A c t ,  a n d  is i n t e n d e d  t o  c o m p l e m e n t  
t h e  p r o v i s i o n s  o f  t h a t  A c t .  F o r  s t a t e s  a n d  l o c a l  
g o v e r n m e n t s  d i r e c t l y  i m p a c t e d  b y  OCS l e a s i n g  a c t i v i t i e s ,  t h e  
C om m e rc e  D e p a r t m e n t  w o u l d  s h a r e  o n e - t h i r d  o f  OCS r e v e n u e s  
d e r i v ^  o f f  t h e  c o a s t  o f  t h a t  p a r t i c u l a r  s t a t e .  T h e  
S e c r e t a r y  o f  C om m e rc e  w o u l d  p a s s  h a l f  the s u m  t o  t h e  s t a t e *  
a n d  h a l f  t o  l o c a l  g o v e r n m e n t s .

The f u n d s  w o u l d  be u s e d  t o  h e l p  s t a t e  a n d  l o c a l  
g o v e r n m e n t s  p a r t i c i p a t e  m e a n i n g f u l l y  i n  t h e  p e r m i t t i n g  
process. The m o n i e s  w o u l d  a l s o  e n a b l e  t h e m  to u n d e r t a k e  
t h e i r  o w n  p r o j e c t s  t o  e n h a n c e  a n d  p r o t e c t  t h e  e n v i r o n m e n t .
I n  a d d i t i o n ,  l o c a l  g o v e r n m e n t s  m o s t  d i r e c t l y  I m p a c t e d  b y  
e n e r g y  d e v e l o p m e n t  c o u l d  use t h e i r  f u n d s  t o  i n c r e a s e  p o l i c e  
a n d  f i r e  p r o t e c t i o n ,  s e w e r  a n d  w a t e r  f a c i l i t i e s ,  a n d  p r o v i d e  
n e e d e d  g o v e r n m e n t  s e r v i c e s  f o r  t h e  i n c r e a s e d  p o p u l a t i o n  t h a t  
e n e r g y  d e v e l o p m e n t  c a n  b r i n g .

Mr. P r e s i d e n t ,  t w i c e  t h e  S e n a t e  a p p r o v e d  s i m i l a r  
l e g i s l a t i o n ,  b u t  u n f o r t u n a t e l y  b e c a u s e  o f  a d m i n i s t r a t i o n  
o p p o s i t i o n ,  w e  w e r e  n o t  s u c c e s s f u l  i n  g e t t i n g  it e n a c t e d  into law. When h e  a n n o u n c e d  h i s  d e c i s i o n  or. O C S  d e v e l o p m e n t  
o f f  t h e  c o a s t s  o f  C a l i f o r n i a  a n d  F l o r i d a ,  P r e s i d e n t  B u s h  
h i n t e d  t h a t  his A d n  I n i s t r a t i o n  m i g h t  s u p p o r t  a r e v e n u e  
s h a r i n g  c o n c e p t .  I l o o k  f o r w a r d  t o  w o r k i n g  w i t h  t h e  
A d m i n i s t r a t i o n  t o  d e v e l o p  a  f i s c a l l y  r e s p o n s i b l e  b i l l  t h a t  
a d d r s a s e s - t h e  c o n c e r n s  o f  c o a s t a l  s t a t e s  ar.d c o m m u n i t i e s .



n

I02d congress 
1st Session

To establish an Ocean and Coastal Resources Enhancement Fund uid a Coastal 
Zona 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

J anuaby 14 (legislative day, J anuary 3), 1991 

Mr. 3tevten8 (for himself and Mr. M u b k o w s k i )  introauoed the following biil; 
which waa read twice and referred to the Committee on Commerce, Science, 
and Transportation

A BILL
To 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

v.*
Funds, and for other purpose^/ .. .

1 Be it enacted byAhe Senate and House of Represents

2 lives of the United States of America in Congress assembled,

3 S H O B T  TITLE

4 Section 1. This Act may be cited as the ‘’Ocean and

5 Coastal Resources Enhancement Act.”

6 DEFINITIONS

7 Sec. 2. For purposes of this Act—

S. 49



1 (1) the term “coastal State” has the meaning

2 given such term under the Coastal Zone Management

3 Act (16 U.S.C. 1453(4));

4 (2) the term “local government” has the meaning
. ; , . v  a .' .

5 given such term under the Coa8tal_Zone Management

6 Act (16 U.S.C. 1435(11));

7 (3) the term “coast line” has the meaning given

8 .. such term under the Submerged Land3 Act (43 U.S.C.

9 1301(c));

10 (A) the term “coastal zone” has the meaning

11 given such term under the Coastal Zone Management

12 Act (16 U.S.C. 1453(1));

13 (5) the term “Outer Continental Shelf” has the

14 meaning given 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; and' 4*0

18 (7) the termi^hhergy facilities” has the meaning
/ * :

19. given such^term under, the Qoaptpl Z.tyie Management•4 •« • •_ * ’ *

20 Act (16 U.S.C-. 1458(6)). . . .. "

21 OCEAN AND COASTAL MSOUROBS MANAGEMENT FUND
• *

'22 Sec. 4. (a) EsT2\3Li3HMENT.— TFere. is established in

23 the- Treasury of the United States an interest-bearing account

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

25 .ment Fund, which shall bo. administered by the Secretary. .



1 (b) Payments to Fund.— Beginning in fiscal year

2 1992, the Secretary of the Treasury shall pay into iho Fund

3 33 per centum of all revenues described in 'subsection (c)

4 which'are attributable to an Outer Continental Shelf lease,

5 any part of which is within 200 miles of the coast line. The

6 Secretary of the Treasury may adjust amounts in the Fund at

7 any time to account for overpayments, underpayments, and 

8"6rirorti- ■'••• '

9 ’ * ' (c) New Revenues.— Subsection (b) shall apply only

10 16— 1

11 (1) bonus revenues under a lease if no bonus rave-

12 • hues ha"e been received bv 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 under a lease if no royalty

18 revenues have been Received by the United States

19 under that leasfcbefore October 1, 1991; and

20 (4) other revenues 'under a lease if mi-other reve-

21' ■d'ntles have been received by the United States under

22 ' --that lease before October 1, 1991.

23' (d) Coastal State Share .— (1) Sis months after the

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

25' tlory shall pay from the Fund to coastal States one-half of

3

a <1 is «



1 such revenues paid in to  the Fund  w ith rospec t to the fisca l

2  y e a r  m ost re c en t ly  com p le ted , and  any in te re s t ea rned  on

3  those revenu es . E a ch  coas ta l 3 t a t e  sh a ll re ce iv e  on ly  th a t

4 sha re  o f re v enu es  a ttrib u tab le  to those leases th a t lie  seaw a rd

5  o f the b ounda rie s  o f th a t p a r t ic u la r  c oa s ta l S ta te .

6  (2 ) I n  o rd e r  to de te rm ine  to w h ich coa s ta l S ta te  re v e -

7 nues a re  a ttr ib u ta b le  fo r  pu rposes o f this A ct, the S e c re ta ry

8  sh a ll d e lim it the la te ra l b oundarie s betw een the c oa s ta l

9  S ta te s  to a  p o in t 2 0 0  m iles se aw a rd  o f the coast line . S u ch

1 0  boundarie s s h a ll be se t acco rd ing  to the fo llow in g  p rin c ip le s ,

11 lis ted  in the  o rd e r  o f p r io r i ty  o f app lic a tion :

1 2  (A) an y  ju d ic ia l decree o r  in te rs ta te  com pacts de -

13  lim it in g  la te ra l o ffsh o re  boundarie s be tw een  c oa s ta l

1 4  S ta te s ;

1 5  (B )  p rin c ip les o f dom estic  and  in te rn a tio n a l la w

1 6  g o v e rn in g  the d e lim ita t ion  o f la te ra l o ffsh o re  bound -

17  a rie s ; and
I.':"

1 8  (C) thd^ -desirab ility  c i  fo llow in g  existing le a se
r

1 9  bflmacfeuies and . b lo ck  lines on  the S e c re ta ry  o f  the In -

2 0  te n o r's , o ffic ia l p ro tra c t io n  diagram s.-

21 (e). L ocal : Govehnment Shajie .— (1) A t the same

2 2  tim e th a t the S e c re ta ry  pays revenu es  to a coas ta l S ta te

2 3  under subsec tion  (d ), the S e c re ta ry  sh a ll pay to lo c a l g o v e rn -

2 4  m ents w ith in  tha t S ta te  the rem a in in g  o n e -h a lf o f the re v e -

2 5  nues fo r - t h a t  fisoa l y e a r  a ttr ib u ta b le  to  tha t S ta te , and any

4
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1 in te re s t ea rn ed  on those revenu es . E a ch  loc a l g ove rnm en t

2 sh a ll rece ive  on ly  th a t sha re  o f rev enu es  a tt r ib u ta b le  to those

3 leases tha t lie  seaw a rd  o f the bounda rie s  o f  that p a rtic u la r

4  lo c a l gove rnm en t.

5 (2 ) I n  o rd e r to  de te rm ine lo c a l g o v e rn m en t boundaries

6 fo r  pu rposes o f this A c t , the S e c re ta ry  sh a ll d e lim it the la te r-

7  a l b oundaries be tw een  the lo c a l g o v e rn m en ts  to a  po in t 2 0 0

8  m iles seaw a rd  o f the coas t lin e . S u ch  bound a rie s  sh a ll be set

9  accord ing  to the fo llow in g  p rin c ip le s , lis ted  in the o rd e r o f 

1 0  p r io r ity  o f app lica tion :

5

11  (A ) ex is tin g  bounda rie s  b e tw een  lo c a l gove rn *

1 2  m ents w ith  v a lid  suppo rtin g  le g a l a u th o r ity ;

1 3  (B )  the d e s ira b ility  o f  fo llow in g  ex isting  lease

1 4  boundaries and b iock  lin es on  the S e c re ta ry  o f the In -

1 5  te r io r's  o ffic ia l p ro tra c t io n  d iag ram s ; and

1 6  (C ) the p rin c ip le  th a t, to th e  e x te n t consisten t

1 7  w ith  subpa rag raphs (A ) and (B ) ,  the size o f the lo c a l

1 8  gove rnm en t's  adjajcbnt o ffsh o re  a re a , as a pe rcen tage o f

1 9  a ll o f t h $ .  S ta te ’ s a d ja c en t o ffsh o re  a re a s , sh a ll be

2 0  based on  a  fo rm u la  g iv in g  oqu a l w e igh t to —

2 1  (i) the lo o a l g o v e rnm en t's  coas t line  as a  pe r-

2 2  oen tage o f th e  S ta te ’ s c oa s t lin e , c a lc u la ted  using

23  th e  same m ethods th a t a re  used to d e lim it the te r-

2 4  r i to r ia l sea unde r in te rn a tio n a l law ; and
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1 (ii) the lo c a l gove rnm en t's  p op u la tio n  a: i

2 p e rcen tag e  o f the popu la tion  o f a ll lo c a l g ove rn -

3 m en ts in  the coas ta l S ta te , c a lc u la te d  by  the See -

4  re ta ry  using the best a v a ila b le  n a t io n a l census

' 5  da ta .

6  ( f ) Use o f  Funds b y  States .— E a c h  c o a s ta l S ta te

7  s h a ll f i r s t  use funds rece ived  pu rsuan t to  subsec tion  (d ) to pay

8  fo r  the adm in is tra t iv e  costs the S ta te  in cu rs  in the leas ing

9  and p e rm itt in g  p rocess under any a pp lic ab le  la w  inc lud ing ,

1 0  bu t n o t lim ited  to , the C oa sta l Z on e  M an ag em en t A ct (1 8

11  U .S .C .  et. 3eq .) and  the O u te r C on t in e n ta l S h e lf  L e a s in g  A c t

12  (4 3  U .S .C .  1 3 3 1  et. seq .), w ith an y  r e r  .in ing ' funds to be

1 3  used fo r  such en v ironm en ta l and n a tu ra  re sou rc e  p ro je c ts  in

1 4  the coas ta l zon e  a9 the S ta te  de te rm ines .

1 5  COASTAL ZONE IMPACT ASSISTANCE FUND

1 6  Sec. 5 . (a ) E s t a b l is h m e n t .— T h e re  is es tab lish ed  in

17 the T re a s u rv  o f the U n ited  S ta tes an in te re s t b e a rin g  accoun t
>.v

18  to  be know n  as the C oa s taU Z on e  Im p a c t  A ss is tance  Fu nd ,

1 9  w h ich  sh a ll be ad r-'-^ 'u eu " ’ »■ the S e c re ta ry .

2 0  (b ) P a y m e n t  . .  j n d .— B eg inn ing  in  fisca l y e a r

2 1  1 9 9 2 , ' the S e c re ta ry  o f  the  T re a su ry  s h a ll p a y  in to  the Fu nd

2 2  4 Va p e r cen tum  o f a ll revenues desc ribed  in  3ubseoticn  (c ) 

2 8  w h ich  a re  a ttr ib u ta b le  to an O u te r C o n t in e n ta l S h e lf lease ,

2 4  any  p a rt o f w h ich  is w ith in  2 0 0  m ile s  o f the c oa s t line . T h e

2 5  S e c re ta ry  o f th e  T re a s u ry  m ay ad ju s t am oun ts  in  the F u n d  a t

6
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1 any  tim e  to  accoun t fo r  o ve rp aym en ts , un de rp aym en ts , and

2 e r ro rs . , ,

3 (c ) Revenues .— Subsec tion  (b ) s h a ll ap p ly  to a ll bo -

4  nuses, re n ts , ro y a lt ie s , and o th e r re v en u e s  re c e iv ed  by the

5  U n ite d  S ta te s  unde r the O u te r C o n t in e n ta l S h e lf L a n d s  A c t

6  (4 8  U .S .C .  1 3 3 1  et. seq.),

7 (d ) Coastal State Share .— -S ix  m on ths a fte r the

8  end  o f fisc a l y e a r  1 9 9 2 , and a n n u a lly  th e re a fte r , th e  S e o re -

9  ta ry  s h a ll p a y  from  the F u n d  to c o a s ta l S ta te s  one^ba lf o f

1 0  such revenu es  p a id  in to  Fund  w ith  re sp ec t to  the fisc a l y e a r

11 m ost re c e n t ly  com p le ted , and an y  in te re s t  ea rn ed  on  those

1 2  revenu es . T h e  am oun t d isbursed to e a c h  o oa s ta l S ta te  sh a ll 

18  be d e te rm ined  b y  the S e c re ta ry  u n d e r a  fo rm u la  e s tab lish ed

1 4  by the  S e c re ta ry , a fte r notice and  pub lic  com m en t, which

1 5  considers the num be r, loca tion , and  im pac t o f en e rg y  fa c ilit ie s

16  lo ca ted  w ith in  each  S ta te ’s c oa s ta l sone  d u rin g  the p rev iou s

17  fisca l y e a r . I f  a n y  coasta l S ta te  w ou ld  rec e iv e  an a llo tm e n t
i ‘

18 g re a te r  th an  2 0  p e r c e n t o ,  the S e c re ta ry  sna il reduce  such

19  a llo tm en t to 2 0  p<?r centum . T h e  am oun ts  re su lt in g  fr o m  such

2 0  red uc tion  sh a ll be rea llo ca ted  p ro p o r t io n a te ly  am ong  those

21  c oa s ta l S ta te s  th a t rece ive  less than 2 0  p e r cen tum .

2 2  (e ) Local Government Share .— A t the sam e tim e

23  th a t the S e c re ta ry  pays revenues to  a c o a s ta l S ta te  under

2 4  sub sec tion  (d ), the S e c re ta ry  sh a ll p a y  to lo c a l g o v e rnm en ts

2 5  w ith in  th a t S ta te  the cemaining o n e -h a lf o f  the re v e n u e s  in
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1 the Fund for that fiscal year attributable to that State and

2 any interest earned on those revenues. Each local govern*

3 ment shall receive only that share of revenues attributable to

4 the number, location, and impact of energy facilities located

5 within or seaward of the boundaries, as determined, by the 

8 Secretary under section 4(e) of this Act, of that particular

7 local government during the previous fisoal year.

8 (0 Use o p  Funds.— Each coastal State shall first use

9 funds received pursuant to subsection (d) to pay for the ad- 

10 ministrative costs the coastal State incurs in the leasing and

11. permitting procesg for. energy facilities, with any remaining

12 funds to be used for 9uch environmental and natural resource

13 projects in the coastal zone as the coastal State determines.

14 LIMITATIONS ON APPLICABILITY OF 30UNDABIE8

15 Sec. 6. The coastal State and local government bound- 

18 aries delimited by the Secretary under this Act are solely for

17 the purposes of this Act.
I' *•

18 EULES.AAH) SEGULATION8

19 Sec. 7. Witfinn, one hundred and eighty days of euact-

20 ment of this'Act, the Secretary shall promulgate, after notioe

21 and opportunity for comment, such rules and regulations as

22 may be necessary to carry out the provisions of this Act.

23 A P P R O P R I A T I O N S

24 Sec . 8. The authority to pay revenues to coastal States

25 .and local governments, pursuant to the Act shall.be regarded

26 as a permanent indefinite appropriation.
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