
<TARGET><BILL>HJR 26</BILL><SUBJECT>HJR 
26</SUBJECT><C0MM>SRES28</C0MMx/TARGET>



S E N A T E  C O M M ITTEE  R E P O R T

DATE: 2/24/14 FU RTH ER:

DATE TU RN ED 
IN TO O FFICE:
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Urging the United States Congress to provide a means for consistently and equitably sharing with all oil and 
gas producing states adjacent to federal outer continental shelf areas a portion of revenue generated from oil 
and gas development on the outer continental shelf to ensure that those states develop necessary 
infrastructure to support outer continental shelf development and preserve environmental integrity.
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A L A S K A  S T A T E  L E G I S L A T U R E

Juneau, AK 99801-1182 
Phone: (907) 465-3783 
Fax: (907) 465-2293 

Toll Free: (877) 460-3783

Session: 
State Capitol

Interim:
12641 Old Glenn Hwy., Ste. 201

Eagle River, AK 99577 
Phone: (907) 622-3783 
Fax: (907) 694-1015 

Toll Free: (877) 460-3783

REPRESENTATIVE DAN SADDLER

To: S en C a th y  G iesse l, C h air, S en ate  R u le s  C o m m ittee

From: R ep . D a n  S ad d ler, C o -C h air, H o u se  R e so u rc e s  C o m m ittee

Date: 2 /1 9 / 2 0 1 4

Re: B ill H e a rin g  R equest: H JR  2 6

I re sp e c tfu lly  re q u e st a  S en ate  R e so u rc e s C o m m itte e  h e a rin g  (p e n d in g  re fe rra l) o f  H JR  26: 

O ffsh o re  O il &  G a s  R e v e n u e  S h arin g  a t y o u r e a rlie s t p o ssib le  co n v en ien ce.

H JR  2 6  w as re p o rte d  o u t o f  th e  H o u se  R e so u rc e s  C o m m itte e  to d ay , is ex p e c te d  to  b e o n  the 

H o u se  C a le n d a r o n  F rid ay , F e b ru a ry  2 1 st, and  sh o u ld  be in tro d u ced  in th e  S en ate  a n d  referrec 

th e  S en ate  R e so u rc e s  C o m m itte e  on M o n d ay , F e b ru a ry  2 4 th.

P lease  fin d  th e  a tta c h e d  d o cu m en ts  re la tin g  to  H JR  26:

- H JR  2 6  V e rsio n  N

H JR  2 6  S p o n so r S ta tem en t 

F iscal N o te  (L A A )

O C S  S ta tes  L etters 

B P C  R e v e n u e  S h arin g  101

- F A IR  A c t

F A IR  A c t S u m m ary

I f  y o u  h a v e  a n y  q u e stio n s, p lease  d o n ’t h e sita te  to  c o n ta c t m e or m y  s ta f f  a ssig n e d  to  th e  bill, 

T re v o r F u lto n , a t ( 9 0 7 )  4 6 5 - 3 7 6 8 .

BIRCHWOOD •  CHUGIAK •  EAGLE RIVER •  FIRE LAKE • JBER

Rep.Dan.Saddler@akleg.gov
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S p o n s o r  S t a t e m e n t ___________________________________________________________________

House Joint Resolution 26 -  Relating to OCS Revenue Sharing

H o u s e  J o in t R e s o lu tio n  2 6  u rg e s  th e  U n ite d  S ta te s  C o n g re ss  to  e x te n d  o u te r  c o n tin e n ta l s h e lf  

(O C S ) re v e n u e  s h a rin g  to  a ll c o a s ta l s ta tes, in c lu d in g  A la sk a , w h e re  O C S  o il a n d  g as 

d e v e lo p m e n t c o u ld  o ccu r.

C u rre n tly , th e  fe d e ra l g o v e rn m e n t sh a re s  w ith  s ta te s  5 0  p e rc e n t o f  all re v e n u e  c o lle c te d  fro m  oil 

a n d  g a s  d e v e lo p m e n t o n  fe d e ra l o n sh o re  lan d s, 2 7  p e rc e n t o f  a ll re v e n u e  c o lle c te d  fro m  o il and 

g as  d e v e lo p m e n t o n  fe d e ra l n e a r-s h o re  (w ith in  th re e  m ile s  o f  th e  c o a s tlin e ) leases, a n d  3 7 .5  

p e rc e n t o f  all re v e n u e  c o lle c te d  fro m  oil an d  g a s  d e v e lo p m e n t o n  fe d e ra l o ffs h o re  le a se s  in  O C S  

are a s  o f  G u lf  C o a s t s ta te s  o n ly . T h e re  is  c u rre n tly  n o  p ro v is io n  fo r  fe d e ra l O C S  re v e n u e  sh a rin g  

in  A la sk a , w h ic h  h as  m o re  c o a s tlin e , m o re  ru ra l c o m m u n itie s , an d  le ss  in fra s tru c tu re  th a n  a n y  

o th e r  state.

O il a n d  g as d e v e lo p m e n t in  fe d e ra l a re a s  -  re g a rd le s s  o f  w h e th e r  it is  o n sh o re , n e a r-s h o re , o r  

o ffs h o re  -  re q u ire s  a d d itio n a l in v e s tm e n t in  sta te  in fra s tru c tu re  a n d  in c re a se s  d e m a n d  o n  sta te  

a n d  lo cal g o v e rn m e n t re so u rc e s . O C S  re v e n u e  sh a rin g  w o u ld  h e lp  p ro v id e  fu n d in g  fo r  A la sk a  to  

b u ild  in fra s tru c tu re  su c h  as m a rin e  p o rts , a irp o rts , u tilitie s , a n d  h o u sin g  a n d  e n h a n c e  c ritic a l sta te  

se rv ic e s  su c h  as o il sp ill a n d  e m e rg e n c y  re s p o n s e  a n d  e n v iro n m e n ta l m o n ito rin g  a n d  m itig a tio n .

I u rg e  y o u  to  j o in  m e  in  s e n d in g  a s tro n g  m e ssa g e  to  C o n g re ss  in  su p p o rt o f  fe d e ra l re v e n u e  

sh a rin g  fo r A la s k a ’s O C S .
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July 21, 2011
C h a irm a n  J e f f  B in g a m a n  

S e n a te  C o m m itte e  o n  E n e rg y  

a n d  N a tu ra l R e so u rc e s  

3 0 4  D irk s e n  S e n a te  O ffic e  B u ild in g  

W a s h in g to n , D C  2 0 5 1 0

R a n k in g  M e m b e r L isa  M u rk o w sk i 

S e n a te  C o m m itte e  o n  E n e rg y  

a n d  N a tu ra l R e so u rc e s  

3 0 4  D irk s e n  S e n a te  O ffic e  B u ild in g  

W a sh in g to n , D C  2 0 5 1 0

D e a r  S e n a to rs  B in g a m a n  a n d  M u rk o w sk i:

A s  g o v e rn o rs  o f  c o a s ta l s ta tes, w e  w rite  to  e x p re ss  o u r  s tro n g  su p p o rt fo r le g is la tio n  th a t w o u ld  a llo w  

o u r  s ta te s  to  re c e iv e  a fa ir  sh a re  o f  th e  re v e n u e s  fro m  e n e rg y  g e n e ra tio n  a n d  p ro d u c tio n  in  th e  O u te r 

C o n tin e n ta l S h e lf  (O C S ).  R e v e n u e  sh a rin g  m a y  a rise  in  th e  c o n te x t o f  le g is la tio n  c o n s id e re d  th is  w e e k  

b y  th e  E n e rg y  a n d  N a tu ra l R e so u rc e s  C o m m itte e  o r  le g is la tio n  la te r  c o n s id e re d  o n  th e  S e n a te  floor.

W e  d o  n o t h o ld  id e n tic a l v ie w s  o n  o ffsh o re  e n e rg y , a n d  w e  m a k e  n o  s ta te m e n t h e re  o n  h o w  su ch  

d e v e lo p m e n t s h o u ld  p ro c e e d . W e  a re  firm ly  u n ite d , h o w e v e r, in  o u r  p o s itio n  th a t a n y  le g is la tio n  to  

fa c ilita te  a n y  fo rm  o f  e n e rg y  p ro d u c tio n  in  th e  O C S  m u s t re tu rn  a re s p o n s ib le  p o r tio n  o f  th e  a tte n d a n t 

re v e n u e s  to  th e  a p p ro p ria te  c o a sta l sta tes.

T h e re  is  m o re  th a n  su ffic ie n t c a u se  to  ju s tif y  e n e rg y -re la te d  re v e n u e  sh arin g . O c e a n  e n e rg y  

d e v e lo p m e n t c a n  p la c e  h e ig h te n e d  d e m a n d s o n  tra n s p o rta tio n  se rv ic e s, th e  e n v iro n m e n t, p o rts , fu el 

s u p p lie s , p ip e lin e  a n d  tra n s m is s io n  c o rrid o rs , p u b lic  h e a lth  an d  safe ty , an d  o th e r in fra s tru c tu ra l, so c ia l 

a n d  n a tu ra l re so u rc e s . L a s t y e a r ’s tra g ic  o ffsh o re  oil sp ill a lso  sh o w ed  th a t su c h  d e v e lo p m e n t c a n  

c a rry  re a l c o n s e q u e n c e s  -  n o t fo r  th e  in la n d  s ta te s  th a t u ltim a te ly  u s e  m u c h  o f  th e  e n e rg y  b e in g  

p ro d u c e d , b u t  fo r th e  c o a sta l s ta te s  a t  w a te r’s ed g e .

I f  a re s p o n s ib le  p o r tio n  o f  th e  v a s t re v e n u e s  fro m  o ffsh o re  g e n e ra tio n  an d  p ro d u c tio n  are  re tu rn e d  to  

o u r  s ta te s , w e  w o u ld  b e  fa r b e tte r  p re p a re d  to  m itig a te  th e  re su ltin g  risk s  a n d  im p a c ts . T h is  is  an 

e q u ita b le  b a rg a in , w h e re in  th e  s ta te s  th a t c h o o se  to  p u rs u e  d e v e lo p m e n t re c e iv e  a  d e s e rv e d  p o rtio n  o f  

its  re w a rd s . In  th e  a b se n c e  o f  re v e n u e  sh arin g , it is  p o s s ib le  th a t so m e  c o a s ta l s ta te s  c o u ld  lim it th e ir  

o ffs h o re  e n e rg y  p ro d u c tio n , o r  e v e n  u s e  th e ir  p o w e rs  u n d e r  ex is tin g  fe d e ra l la w s to  d e n y  th e  re s t o f  th e  

n a tio n  a c c e ss  to  th e  v a s t re so u rc e s  in  th e  O C S . T h e  A m e ric a n  p e o p le  c o u ld  th e n  lo se  o u t o n  

s u b sta n tia l n e w  e n e rg y  p ro d u c tio n , g o v e rn m e n t re v e n u e s , a n d  e m p lo y m e n t o p p o rtu n itie s  a t a  tim e  

w h e n  a ll a re  d e s p e ra te ly  n eed ed .

In  a d d itio n  to  cau se , th e re  is a lso  su ffic ie n t p re c e d e n t to  ju s t if y  re v e n u e  sh a rin g  fo r  o ffs h o re  e n e rg y  

g e n e ra tio n  a n d  p ro d u c tio n . U n d e r  th e  M in e ra l L e a s in g  A ct, la n d lo c k e d  s ta te s  w ith  e n e rg y  p ro d u c tio n  

o n  fe d e ra l la n d s  a re  r ig h tly  e n title d  to  ro u g h ly  h a lf  o f  th e  a sso c ia te d  re v e n u e s  -  a n d  th e s e  re v e n u e s  are 

d e riv e d  fro m  re so u rc e s  w h ic h  b e lo n g  to  th e  e n tire  n a tio n , n o t a n y  o n e  state. In  a d d itio n , 4 0  p e rc e n t o f  

th e s e  re v e n u e s  are  re tu rn e d  to  w e s te rn  sta tes th ro u g h  th e  R e c la m a tio n  F u n d . T h o se  s ta te s  are  also 

r ig h tly  e n title d  to  “ P a y m e n ts  in  L ieu  o f  T a x e s” (P I L T ),  a  fe d e ra l-s ta te  p a rtn e rs h ip  e x p re ss ly  d e sig n e d  

to  c o m p e n s a te  fo r th e  im p a c t th a t fe d e ra l la n d s  h a v e  o n  s ta te  tax  b ases.

W e  a p p re c ia te  th a t b ip a r tis a n  le a d e rs  in  re c e n t C o n g re sse s  h a v e  su p p o rte d  re v e n u e  sh arin g . C o n g re ss  

a c k n o w le d g e d  its im p o rta n c e  th ro u g h  th e  e n a c tm e n t o f  th e  G u lf  o f  M e x ic o  E n e rg y  S e c u rity  A c t o f  

2 0 0 6 ,  w h ic h  d ire c ts  3 7 .5  p e rc e n t o f  fe d e ra l re v e n u e s  fro m  a n u m b e r  o f  fe d e ra l O C S  le a se s to  

n e ig h b o rin g  G u lf  S ta tes. S ta te s  re c e iv e d  a to ta l o f  le ss  th a n  $ 8 6 6 ,0 0 0  fo r p ro d u c tio n  in  2 0 1 0  u n d e r  th is 

a c t fo r  h o s tin g  o ffsh o re  p ro d u c tio n . C o m p a ra tiv e ly , s ta te s  sh a re d  in  o v e r  $ 2 ,0 0 0 ,0 0 0 ,0 0 0  fo r



p ro d u c tio n  o n  fe d e ra l lan d s  w ith in  th e ir  s ta tes. F u rth e r, b o th  law  a n d  th e  c u rre n t a d m in is tra tio n ’s 

p ro g ra m s  p ro v id e  fo r a 2 7 .5  p e rc e n t sta te  re v e n u e  sh a rin g  p ro v is io n  fo r fe d e ra lly -le a se d  o ffsh o re  w in d  

p o w e r.

S h o u ld  C o n g re ss  c o n s id e r  le g is la tio n  th a t fa c ilita te  g re a te r  e n e rg y  d e v e lo p m e n t in  th e  O C S , it is 

im p o rta n t -  a n d  e n tire ly  p o s s ib le  -  to  e n su re  th a t th e  b e n e fits  o f  su c h  d e v e lo p m e n t a c c ru e  to  b o th  th e  

n a tio n  a s  a w h o le  a n d  c o a s ta l s ta te s . T h e  b e s t m e c h a n is m  to  a c c o m p lish  th a t g o a l is re v e n u e  sh arin g , 

w h ic h  w ill e n su re  th a t c o a sta l s ta te s  are  b o th  in c e n tiv iz e d  an d  e q u ip p e d  to  fa c ilita te  safer, m o re  

re s p o n s ib le , a n d  m o re  e ffic ie n t d e v e lo p m e n t o f  all fo rm s o f  o ffsh o re  e n e rg y  w h ile  re c o g n iz in g  th e  

h is to ric  c o n tr ib u tio n  o f  s ta te s  th a t fu e le d  th is  n a tio n ’s e c o n o m y .

W e  th a n k  y o u  fo r c o n s id e rin g  o u r  p e rsp e c tiv e .

Senators Bingaman and Murkowski
July 21,2011
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Governor Sean Parnell 
Alaska

Governor Bobby Jindal 
Louisiana

Governor Haley Barbour 
Mississippi

Governor Nikki Haley 
South Carolina

Governor Robert F. McDonnell 
Virginia

S in c e re ly ,

Governor Robert J. Bentley 
Alabama

cc: Members of the Senate Energy and Natural Resources Committee



Written Testimony
Testimony of Charlotte Brower 

Mayor, North Slope Borough, Alaska 
February 19,2014

Before the 
House Natural Resources Committee 

Alaska State Legislature 
Legislative Hearing on HJR26

C h a i r m a n  S a d d l e r ,  C h a i r m a n  F e i g e ,  a n d  M e m b e r s  o f  t h e  C o m m i t t e e :

G o o d  a f t e r n o o n .  M y  n a m e  is  C h a r l o t t e  B r o w e r .  I  a m  h o n o r e d  t o  b e  t h e  M a y o r  o f  

t h e  N o r t h  S l o p e  B o r o u g h ,  t h e  w i f e  o f  a  w h a l i n g  c a p t a i n ,  a n d  a m  b le s s e d  w i t h  s i x  

c h i l d r e n  a n d  t w e n t y - f i v e  g r a n d c h i l d r e n .

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  s p e a k  o n  H J R 2 6 ,  a  r e s o l u t i o n  u r g i n g  t h e  U n i t e d  

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

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

O n  J u l y  2 3 rd o f  t h i s  p a s t  s u m m e r ,  I  w a s  i n v i t e d  t o  t e s t i f y  b e f o r e  t h e  U S  S e n a t e  

E n e r g y  C o m m i t t e e  i n  s u p p o r t  o f  S .  1 2 7 3 ,  k n o w n  a s  t h e  “ F i x i n g  A m e r i c a ’ s 

I n e q u i t i e s  w i t h  R e v e n u e s  A c t  o f  2 0 1 3 ” ,  o r  “ F A I R  A c t ” .



T o d a y  I  a m  h e r e  b e f o r e  y o u  t o  e x p r e s s  s u p p o r t  f o r  H J R 2 6  a s  a  w a y  t o  h e l p  s e c u r e  

p a s s a g e  o f  m e a s u r e s  l i k e  S .  1 2 7 3  i n  W a s h i n g t o n  D C .  B y  w o r k i n g  t o g e t h e r  a s  

A l a s k a n s ,  w e  n e e d  t o  s e n d  a  m e s s a g e  f o r  r e c e i v i n g  a  f a i r  a n d  e q u i t a b l e  d i s t r i b u t i o n  

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

( O C S ) .

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

h a v e  r e s o u r c e s  t o  k e e p  u p  w i t h  i n f r a s t r u c t u r e  r e q u i r e m e n t s ,  e x p a n d  e m e r g e n c y  

r e s p o n s e  a n d  s e a r c h  a n d  r e s c u e  c a p a b i l i t i e s ,  t a k e  a n  a c t i v e  r o l e  i n  o i l  s p i l l  

p r e p a r e d n e s s ,  a n d  w o r k  t o  m a i n t a i n  h e a l t h y  c o m m u n i t i e s  a n d  a  h e a l t h y  e c o s y s t e m .

T h e  N o r t h  S l o p e  B o r o u g h  is  t h e  l a r g e s t  m u n i c i p a l i t y  i n  t h e  U n i t e d  S t a t e s ,  

e n c o m p a s s i n g  o v e r  9 4 , 0 0 0  s q u a r e  m i l e s ,  i n c l u d i n g  m o r e  t h a n  8 , 0 0 0  m i l e s  o f  A r c t i c  

c o a s t l i n e  a l o n g  t h e  B e a u f o r t  a n d  C h u k c h i  S e a s .

T h e  m a j o r i t y  o f  N o r t h  S l o p e  r e s id e n t s  a r e  I i i u p i a t  E s k i m o s .  W e  a r e  h e a v i l y  

d e p e n d e n t  u p o n  m a r i n e  m a m m a l s  ( s u c h  a s  b o w h e a d  a n d  b e l u g a  w h a l e s ,  s e a ls  a n d  

w a l r u s )  t o  s u s t a in  o u r  p h y s i c a l  h e a l t h  a n d  o u r  c u l t u r a l  a n d  s p i r i t u a l  w e l l - b e i n g .  T h e  

i m p o r t a n c e  o f  S u b s is t e n c e  i n  o u r  c o a s t a l  c o m m u n i t i e s  a n d  m a r i n e  e n v i r o n m e n t  

g o e s  b e y o n d  t h e  n e e d  f o r  f o o d .  O u r  u n i q u e  I n u p i a t  c u l t u r e ,  o u r  t r a d i t i o n s  a n d  o u r



l i n k s  t o  o u r  a n c e s t o r s  a n d  h i s t o r y ,  a r e  a l s o  t i e d  t o  o u r  S u b s is t e n c e  l i f e s t y l e ,  t o  o u r  

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

o c e a n .

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

o u r  c u l t u r e  a n d  o u r  r e s o u r c e s .  H o w e v e r ,  w e  a ls o  r e c o g n i z e  t h a t  o u r  a b i l i t y  t o  

c o n t i n u e  t o  p r o v i d e  e v e n  b a s i c  s e r v ic e s  t o  o u r  c o m m u n i t i e s  d e p e n d s  u p o n  r e v e n u e  

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

r e g i o n .  W i t h o u t  t h e s e  r e v e n u e s ,  t h e  N o r t h  S l o p e  B o r o u g h  w o u l d  n o t  b e  a b l e  t o  

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

o t h e r  s e r v ic e s  w e  p r o v i d e  i n  o u r  v i l l a g e s .

W h a t  m a n y  p e o p l e  i n  t h e  L o w e r  4 8  d o  n o t  u n d e r s t a n d  is  t h a t  t h e  i n f r a s t r u c t u r e  

e n j o y e d  t o d a y  b y  o t h e r  c o a s t a l  s t a te s  -  p a v e d  r o a d s ,  d e e p  w a t e r  p o r t s ,  a n d  m o d e m  

c o m m u n i c a t i o n s  -  t h o s e  d o n ’ t  e x i s t  o n  t h e  N o r t h  S l o p e .

M o s t  p e o p l e  d o  n o t  u n d e r s t a n d  t h e  c h a l l e n g e s  A l a s k a ’ s r u r a l  g o v e r n m e n t s  f a c e .  A s  

o n e  e x a m p l e ,  a  g a l l o n  o f  m i l k  c o s ts  $ 1 0  t o d a y  i n  B a r r o w .  T h a t  s a m e  g a l l o n  o f  m i l k  

m i g h t  c o s t  $ 1 8  o r  m o r e  i n  s o m e  o f  o u r  v i l l a g e s .  O t h e r  f o o d  i t e m s  s u c h  a s  f r e s h  

f r u i t s  a n d  v e g e t a b l e s  a r e  e v e n  m o r e  e x p e n s i v e  r e l a t i v e  t o  t h e  L o w e r  4 8 ,  o r  e v e n



o t h e r  p a r t s  o f  A l a s k a .  W h y ?  B e c a u s e  t h e  c o s t  o f  t r a n s p o r t a t i o n  i n  o u r  r e g i o n  is  

v e r y  h i g h .  A n d  n o w  i m a g i n e  t h e  c o s t  t o  t h e  N o r t h  S l o p e  B o r o u g h  f o r  n e w  r o a d s ,  

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

t h a t  m u s t  b e  b u i l t  t h r o u g h  p e r m a f r o s t .

W e  a l s o  f a c e  t h r e a t s  t o  t h e  i n f r a s t r u c t u r e  w e  h a v e  i n  p l a c e  t o d a y .  W i t h  t h e  A r c t i c  

O c e a n  n o w  i c e - f r e e  f o r  a  l o n g e r  p e r i o d  e v e r y  s p r i n g  a n d  f a l l ,  s t o r m s  a r e  e r o d i n g  

t h e  l a n d  a r o u n d  s o m e  o f  o u r  v i l l a g e s  -  i n  s o m e  c a s e s  o v e r  5 - 6  f e e t  p e r  y e a r .  O n c e  

m o d e r a t e  s t o r m  c o n s u m e d  m o r e  t h a n  a  m i l l i o n  d o l l a r s  i n  r e s p o n s e  c o s t s  f r o m  o u r  

B o r o u g h .  O v e r  t h e  l a s t  t e n  y e a r s ,  t h e  c o a s t l i n e  n e a r  B a r r o w  h a s  r e c e d e d  t o w a r d  a n  

o l d  l a n d f i l l  t h a t  h o l d s  t e n s  o f  t h o u s a n d s  o f  b a r r e l s  o f  N a v y  a n d  A i r  F o r c e  w a s t e .  

T e n  y e a r s  a g o ,  t h e  o c e a n  w a s  2 0 0  f e e t  a w a y  f r o m  t h e  l a n d f i l l  -  n o w  i t  is  1 2 0  f e e t  

a w a y .

C o a s t a l  e r o s i o n  a l s o  t h r e a t e n s  B a r r o w ’ s  “ u t i l i d o r ”  s y s t e m ,  w h i c h  is  a n  u n d e r g r o u n d  

s y s t e m  o f  t u n n e l s  d e s i g n e d  t o  p r o t e c t  t h e  c i t y ’ s  u t i l i t i e s  f r o m  t h e  c o l d .  T h i s  s y s t e m  

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

a n d  w a t e r  d e l i v e r y  b y  t r u c k .  A n d  l i k e  m o s t  o t h e r  t h i n g s  i n  t h e  A r c t i c ,  i t  is  v e r y  

e x p e n s i v e .



I  w o u l d  a ls o  n o t e  t h a t  t h e  o i l  a n d  g a s  i n d u s t r y ,  r e s e a r c h e r s ,  a n d  f e d e r a l  a g e n c ie s ,  

i n c l u d i n g  t h e  U . S .  C o a s t  G u a r d ,  a l l  u s e  o u r  l o c a l  i n f r a s t r u c t u r e  -  o u r  a i r p o r t s  a n d  

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

f o r  t h e  C o a s t  G u a r d ’ s  p r e s e n c e  i n  B a r r o w  d u r i n g  t h e  2 0 1 2  d r i l l i n g  s e a s o n ,  b u t  

C o n g r e s s  m u s t  r e c o g n i z e  t h e  c o s t  t o  o u r  c o m m u n i t y  o f  m a i n t a i n i n g  a n d  e x p a n d i n g  

c r i t i c a l  i n f r a s t r u c t u r e  a s  i n d u s t r y  d e v e l o p s  o f f s h o r e  r e s o u r c e s .

T h e r e  is  a l s o  a  g r e a t  d e a l  o f  s c i e n t i f i c  r e s e a r c h  n e e d e d  t o  u n d e r s t a n d  h o w  b e s t  t o  

m i t i g a t e  t h e  i m p a c t  o f  o i l  a n d  g a s  d e v e l o p m e n t  o n  t h e  A r c t i c  e n v i r o n m e n t ,  a n d  t h e  

N o r t h  S l o p e  B o r o u g h  c a n  a n d  s h o u ld  b e  a  p a r t  o f  t h a t  e f f o r t

T h e  l a s t  t h i n g  I  w o u l d  l i k e  t o  e m p h a s i z e  is  t h e  r o l e  o f  S t a t e  a n d  l o c a l  g o v e r n m e n t s  

i n  e m e r g e n c y  p r e p a r e d n e s s  a s s o c ia t e d  w i t h  o f f s h o r e  e n e r g y  d e v e l o p m e n t ,  

i n c l u d i n g  o i l  s p i l l  r e s p o n s e .  L e t  u s  p r a y  t h a t  o u r  G o o d  L o r d  w i l l  p r e v e n t  t h e  n e e d ,  

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

N o r t h  S l o p e  B o r o u g h  S e a r c h  &  R e s c u e  D e p a r t m e n t  a n d  t h e  A l a s k a  D e p a r t m e n t  o f  

P u b l i c  S a f e t y  t r o o p e r s  a n d  v i l l a g e  V P S O ’ s w h o  w i l l  m o s t  l i k e l y  b e  f i r s t  o n  t h e  

s c e n e .



I n  s u m m a r y ,  t h e  p e o p l e  o f  t h e  N o r t h  S l o p e  l i v e  i n  o n e  o f  t h e  m o s t  u n d e v e l o p e d  

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

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

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

h a v e  t h e  m o s t  t o  l o s e  i n  c a s e  o f  a n  o i l  s p i l l .

T h a n k  y o u  f o r  s p o n s o r i n g  H J R 2 6  t o  h e l p  t h e  p e o p l e  o f  t h e  N o r t h  S l o p e  B o r o u g h  

s e n d  t h i s  m e s s a g e  t o  t h e  U n i t e d  S t a t e s  C o n g r e s s .
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Analysis

This Legislative has zero fiscal impact on the Legislative Affairs Agency.
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L I B R A R Y  O F  C O N G R E S S  S U M M A R Y

The summary below was written by the Congressional Research Service, which is a nonpartisan 
division of the Library of Congress.

7/10/2013 —Introduced.

Fixing America's Inequities with Revenues Act of 2013 or FAIR Act of 2013 - Amends the Outer 
Continental Shelf Lands Act (OCSLA) to direct the Secretary of the Interior to deposit into a special 
account in the Treasury 37.5% of all revenues payable to the United States from oil, natural gas, and 
alternative and renewable energy on the outer Continental Shelf (OCS).

Instructs the Secretary to disburse such revenues (with certain exceptions) according to this form ula:
(1) 27.5% of such revenues to coastal states and coastal political subdivisions, and (2) 10% of the 
revenues to coastal states that establish funds in their treasuries to support projects relating to 
alternative or renewable energy, energy research and development, energy efficiency, or 
conservation.

Prescribes requirements for allocating such revenues to coastal states and their coastal subdivisions, 
with a special rule for Alaska. Limits the allocable share of each coastal state to the revenues 
collected from a leased tract located no more than 200 nautical miles from the coastline of the state 
and within the state's OCS region.

Requires the Secretary of the Treasury to disburse 50% of all revenues derived from all rentals, 
operating fees, royalties, bonus bids, rights-of-way, and other amounts payable to the United States 
from the development of alternative or renewable onshore energy sources to the state within whose 
boundaries the energy source is located.

Amends the Gulf of Mexico Energy Security Act of 2006 to: (1) redefine qualified OCS revenues,
(2) prescribe requirements for the disposition of qualified OCS revenues into a special account in the 
Treasury, and (3) revise the formula for allocating federal funds among the Gulf producing states.



AUTHENTICATED U.S. GOVERNMENT INFORMATION
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II

1 1 3 t h  CONGRESS 
1 s t  S e s s i o n S . 1 2 7 3

To establish a partnership between States that produce energy onshore and 
offshore for our country with the Federal Government.

IN THE SENATE OF THE UNITED STATES

J u l y  10, 2 0 1 3

Ms. Murkowski (for herself, Ms. Landrieu, Mr. Begich, and Ms. 
Heitkamp) introduced the following bill; which was read twice and re­
ferred to the Committee on Energy and Natural Resources

A  B I L L
To establish a partnership between States that produce en­

ergy onshore and offshore for onr country with the Fed­
eral Government.

1 Be i t  enacted by the Senate and House of Representa-

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

3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the “ Fixing America’s In-

5 equities with Revenues Act of 2013” or the “ FAIR Act

6 of 2013” .

7 SEC. 2. DISTRIBUTION OF REVENUES TO COASTAL STATES.

8 Section 9 of the Outer Continental Shelf Lands Act

9 (43 U.S.C. 1338) is amended to read as follows:
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“ (a) D e f in it io n s .—In this section:

“ (1) A l t e r n a t i v e  a n d  r e n e w a b le  e n ­

e r g y .—The term ‘alternative and renewable energy’ 

means energy derived from a wind, solar, or ocean 

(including tidal, wave, and current) source.

“ (2) C o a s ta l  p o l i t i c a l  su b d iv is io n .—The 

term ‘coastal political subdivision’ means a county- 

equivalent subdivision of a coastal State all or part 

of which—

“ (A) lies within the coastal zone (as de­

fined in section 3 0 4  of the Coastal Zone Man­

agement Act of 1 9 7 2  (16  U.S.C. 1453));  and 

“ (B) the closest point of which is not more 

than 200 nautical miles from the geographical 

center of any leased tract.

“ (3) Coastal st a t e .—

“ (A) In  g e n e r a l .—The term ‘coastal 

State’ means a State with a coastal seaward 

boundary within 200 nautical miles distance of 

the geographical center of a leased tract in an 

outer Continental Shelf region adjacent to the 

State.

“ (B) E x c lu s io n .—The term ‘coastal 

State’ does not include a coastal State, the ma­

2
“SEC. 9. DISPOSITION OF REVENUES.

ts 1273 IS
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jority of the coastline of which is subject to a 

leasing’ moratorium.

“ (4) D ista nc e .— The terms ‘distance’ and ‘dis­

tances’ mean minimum great circle distance and dis­

tances, respectively.

“ (5) L e a s e d  t r a c t .—The term ‘leased tract’ 

means a tract or other area leased or made available 

for the exploration, development, or production of 

oil, natural gas, or alternative or renewable energy.

“ (6) L e a s in g  m oratoriu m .—The term ‘leas­

ing moratorium’ means any State or Federal prohi­

bition on the development of oil, natural gas, and al­

ternative and renewable energy sources, including 

preleasing, leasing, and related activities, on the 

outer Continental Shelf.

“ (7) O u te r  c o n t i n e n t a l  s h e l f  r e g io n .—  

The term ‘outer Continental Shelf region’ means—

“ (A) the Alaska outer Continental Shelf 

region;

“ (B) the North Atlantic planning area (as 

described in the 2012-2017 Outer Continental 

Shelf Oil and Gras Leasing Program);

“ (C) the Mid-Atlantic planning area (as 

described in the 2012-2017 Outer Continental 

Shelf Oil and Gras Leasing Program);

3

•S 1273 is
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“ (D) the South Atlantic planning area (as 

described in the 2 0 1 2 - 2 0 1 7  Outer Continental 

Shelf Oil and Gas Leasing Program);

“ (E) the Gulf of Mexico outer Continental 

Shelf region; or

“ (F) the Pacific outer Continental Shelf 

region.

“ ( 8 ) S e c r e t a r y .—The term ‘Secretary’ means 

the Secretary of the Interior.

“ (b) Coastal State  Rev en u e  S haring  fo r  

Ou t er  Co n tin en tal  S h e l f  E nergy  So urces.—

“ (1) In  GENERAL.— Subject to the other provi­

sions of this section, for fiscal year 2 0 1 4  and each 

subsequent fiscal year—

“ (A) the Secretary of the Interior shall de­

posit in a special account in the Treasury, 37.5  

percent of all revenues derived from all rentals, 

royalties, bonus bids, and other sums due and 

payable to the United States from the develop­

ment of oil, natural gas, and alternative and re­

newable energy on the outer Continental Shelf; 

and

“ (B) the Secretary shall, in accordance 

with subsection (b), disburse—

4
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1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

14

15

16

17

18

19

2 0

2 1

2 2

23

24

25

“ (i) 27.5 percent of the revenues de­

scribed in subparagraph (A) to coastal 

States and coastal political subdivisions; 

and

“ (ii) 10 percent of the revenues to 

coastal States that establish funds in the 

treasuries of the coastal States to support 

projects and activities relating' to alter­

native or renewable energy, energy re­

search and development, energy efficiency, 

or conservation.

“ (2) E x c lu s io n s .—The revenues described in 

paragraph (1) do not include—

“ (A) the qualified outer Continental Shelf 

revenues described in the third proviso under 

the heading ‘o c e a n  e n e r g y  m a n a g e m e n t ’ 

under the heading ‘B u r e a u  o p  O c e a n  E n ­

e r g y  M a n a g e m e n t ’ of title I of the Depart­

ment of the Interior, Environment, and Related 

Agencies Appropriations Act, 2012 (division E 

of Public Law 112-74 ; 125 Stat. 994);

“ (B) revenues from the forfeiture of a 

bond or other surety securing obligations other 

than royalties, civil penalties, or royalties taken 

by the Secretary in-kind and not sold; or

5
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“ (i) subject to—

“ (I) section 8(g);

“ (II) section 8(p)(2)(B); or 

“ (III) the Gulf of Mexico Energy 

Security Act of 2006 (43 U.S.C. 13 3 1 

note; Public Law 109-432); or 

“ (ii) in the Gulf of Mexico before the 

date of enactment of the Gulf of Mexico 

Energy Security Act of 2006 (43 U.S.C. 

13 3 1 note; Public Law 109-432).

“ (3) A llocation among coastal states

AND COASTAL POLITICAL SUBDIVISIONS.—

“ (A) In  g e n e r a l .—Subject to subpara­

graph (B), for each fiscal year, the amount 

made available under paragraph (1) from any 

lease shall be allocated to each coastal State in 

amounts (based on a formula established by the 

Secretary by regulation) that are inversely pro­

portional to the respective distances between 

the point on the coastline of each coastal State 

that is closest to the geographic center of the 

applicable leased tract and the geographic cen­

ter of the leased tract.

6

“(C) revenues generated from leases—
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“ (B) L im i t a t io n . — The allocable share of 

a coastal State is limited to the revenues col­

lected from a leased tract located no more than 

200 nautical miles from the coastline of the 

coastal State and within the outer Continental 

Shelf region of the coastal State.

“ (C) P a y m e n t s  t o  c o a s t a l  p o l i t i c a l

SUBDIVISIONS.—

“ (i) I n  g e n e r a l . — The Secretary 

shall pay 25 percent of the allocable share 

of each coastal State, as determined under 

subparagraph (A), to the coastal political 

subdivisions of the coastal State.

“ (ii) A l l o c a t i o n . — The amount paid 

by the Secretary to coastal political sub­

divisions shall be allocated to each coastal 

political subdivision in accordance with 

subparagraphs (B ), (C), and (E ) of section 

31(b)(4).

“ (iii) E x c e p t io n  f o r  t h e  s t a t e  o f  

ALASKA.— For purposes of carrying out 

this subparagraph in the State of Alaska, 

of the amount paid by the Secretary to 

coastal political subdivisions—

7
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8

1 “ (I) 90 percent shall be allocated

2 in amounts (based on a formula es­

3 tablished by the Secretary by regula­

4 tion) that are inversely proportional to

5 the respective distances between the

6 point in each coastal political subdivi­

7 sion that is closest to the geographic

8 center of the applicable leased tract

9 and the geographic center of the

10 leased tract; and

11 “ (II) 10 percent shall be divided

12 equally among each county-equivalent

13 subdivision of the State of Alaska, all

14 or part of which lies within the coastal

15 zone (as defined in section 304 of the

16 Coastal Zone Management Act of

17 1972 (16 U.S.C. 1453)), that—

18 “ (aa) is more than 200 nau­

19 tical miles from the geographic

20 center of a leased tract; and

21 “ (bb) the State of Alaska

22 determines to be a significant

23 staging area for oil and gas serv­

24 icing, supply vessels, operations,

25 suppliers, or workers.” .
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1 SEC. 3. REVENUE SHARING FOR CERTAIN ONSHORE EN-

2 ERGY SOURCES.

3 Section 35 of the Mineral Leasing Act (30 U.S.C.

4 191) is amended by adding at the end the following:

5 “ (d) Rev en u e  Sharing  for  Certain  Onsh o re

6 E n e r g y  S o u r c e s .—The Secretary of the Interior shall

7 disburse 50 percent of all revenues derived from all rent-

8 als, operating fees, royalties, bonus bids, rights-of-way,

9 and other amounts due and payable to the United States

10 from the development of alternative or renewable onshore

11 energy sources to the State within the boundaries of which

12 the energy source is located.” .

13 SEC. 4. DISTRIBUTION OF REVENUES TO GULF PRODUCING

14 STATES.

15 (a) D e fin it io n  of Qu a lifie d  Ou t e r  Conti-

16 n e n t a l  S h e l f  R e v e n u e s .—Section 102(9) of the Gulf

17 of Mexico Energy Security Act of 2006 (43 U.S.C. 13 3 1

18 note; Public Law 109-432) is amended by striking sub-

19 paragraphs (A) and (B) inserting the following:

9

20  “ (A) I n  g e n e r a l . — The term ‘qualified

21 outer Continental Shelf revenues’ means all

22 rentals, royalties, bonus bids, and other sums

23 due and payable to the United States received

24 on or after October 1, 2013, from leases en-

25 tered into on or after the date of enactment of

26 Public Law 109-432 for the portions of the
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Western Gulf of Mexico planning area, the Cen­

tral Gulf of Mexico planning area, and the 

Eastern Gulf of Mexico planning area not sub­

ject to a leasing moratorium under section 

104(a) of the Gulf of Mexico Energy Security 

Act of 2006 (43 U.S.C. 13 3 1 note; Public Law 

109-432).

“ (B) E x c l u s i o n s .—The term ‘qualified 

outer Continental Shelf revenues’ does not in­

clude—

“ (i) the qualified outer Continental 

Shelf revenues described in the third pro­

viso under the heading ‘OCEAN E N E R G Y  

m a n a g e m e n t ’ under the heading ‘B u r e a u  

o f  O c e a n  E n e r g y  Ma n a g e m e n t ’ of title 

I of the Department of the Interior, Envi­

ronment, and Related Agencies Appropria­

tions Act, 2012 (division E of Public Law 

112-74; 125 Stat. 994);

“ (ii) the qualified outer Continental 

Shelf revenues described in the third pro­

viso under the heading ‘O FFSH O R E S A F E T Y  

AND EN VIRO N M EN TAL EN FO R C EM EN T’

under the head ing ‘B u r e a u  o f  S a f e t y  

a n d  E n v i r o n m e n t a l  E n f o r c e m e n t ’ of

10
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1 title I of the Department of the Interior,

2 Environment, and Related Agencies Appro-

3 priations Act, 2012 (division E of Public

4 Law 112-74 ; 125 Stat. 995);

5 “ (iii) revenues from the forfeiture of a

6 bond or other surety securing obligations

7 other than royalties, civil penalties, or roy-

8 alties taken by the Secretary in-kind and

9 not sold; or

10 “ (iv) revenues generated from leases

11  subject to subsection (gj or (p)(2)(B) of

12 section 8 of the Outer Continental Shelf

13 Lands Act (43 U.S.C. 1337).” .

14 (b) D isposition  of Qu a l ifie d  Ou t er  Co nti-

15 n e n t a l  S h e l f  R e v e n u e s .— Section 105 of the Gulf of

16 Mexico Energy Security Act of 2006 (43 U.S.C. 13 3 1

17 note; Public Law 109-432) is amended—

18 (1) in subsection (a), in the matter preceding

19 paragraph (1), by striking “ shall deposit” and all

20 that follows through the period at the end of para-

21 graph (2)(B) and inserting the following:

22 “ shall deposit—

23 “ (1) in a special account in the Treasury—

24 “ (A) 37.5 percent of qualified outer Conti-

25 nental Shelf revenues, which the Secretary shall

11
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disburse to Gulf producing States in accordance 

with subsection (b); and

“ (B) $62,500,000, which the Secretary 

shall disburse to provide financial assistance to 

States in accordance with section 6 of the Land 

and Water Conservation Fund Act of 1965 (16 

U.S.C. 4601-8), which shall be considered in­

come to the Land and Water Conservation 

Fund for purposes of section 2 of that Act (16 

U.S.C. 4601-5); and

“ (2) the remainder of qualified outer Conti­

nental Shelf revenues in the general fund of the 

Treasury.” ;

(2) in subsection (b)—

(A) in paragraph (1)—

(i) by striking “ (1) ALLOCATION” and 

all that follows through “ subsection 

(a)(2)(A)” in subparagraph (A) and insert­

ing the following:

“ (1) A llocation among g u lf  producing

ST A T E S .—

“ (A) I n  g e n e r a l .— Effective beginning in 

fiscal year 2014, the amount made available 

under subsection (a)(1)(A)” ;

(ii) in subparagraph (A)—

12
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(I) by inserting “ each historical 

lease site and the geographic center of 

the historical lease site, as determined 

by the Secretary” after “ closest to the 

geographic center of” ; and

(II) by striking “ the applicable 

leased tract and the geographic center 

of the leased tract” ; and

(iii) by striking subparagraph (B);

(B) in paragraph (2), by striking “ (2)” 

and all that follows through “ (C) H i s t o r i c a l  

l e a s e  s i t e s ” and inserting “ (B) H i s t o r i c a l  

L E A S E  S IT E S ” ;

(C) in paragraph (l)(B)(i) (as so redesig­

nated)—

(i) by striking “ subparagraph (A)(ii)” 

and inserting “ subparagraph (A)” ; and

(ii) by striking “December 31, 2015” 

and inserting “December 31, 2012” ;

(D) by redesignating paragraph (3) as 

paragraph (2); and

(E) in paragraph (2) (as so redesignated), 

in subparagraph (A), by striking “ paragraphs 

(1) and (2)” and inserting “paragraph (1)” ; 

and

13
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(3) by striking subsection (f) and inserting the 

following:

“ (f) L im itations on Am ount of D ist r ib u t e d  

Qu a lifie d  Ou t er  Co n tin en tal  Sh e l f  Re v e n u e s .—  

“ (1) D istr ib u tio n  to g ulf  producing  

st a t e s.—

“ (A) In  g e n e r a l .—Subject to subpara­

graphs (B) and (C), the total amount of quali­

fied outer Continental Shelf revenues distrib­

uted under subsection (a)(1)(A) shall not ex­

ceed $500,000,000 for fiscal year 2014.

“ (B) Cap in c r e a s e  f o r  g u l f  p r o d u c in g  

STATES.—In the case of the qualified outer 

Continental Shelf revenues distributed to Gulf 

producing States under subsection (a)(1)(A), 

the cap on amounts specified in subparagraph 

(A) shall be for—

“ (i) fiscal year 2015, $600,000,000;

and

“ (ii) each of fiscal years 2016 through 

2024, the applicable amount for the pre­

vious fiscal year increased by 

$ 1 0 0 , 0 0 0 , 0 0 0 .

“ (C) S u b s e q u e n t  f i s c a l  y e a r s .—For 

fiscal year 2025 and each fiscal year thereafter,

14
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1 all qualified outer Continental Shelf revenues

2 made available under subsection (a)(1)(A) shall

3 be made available without limitation for alloca-

4 tion to the Gulf producing States in accordance

5 with subsection (b).

6 “ (2) P ro rata  r edu c tio n s.— If  paragraph (1)

7 limits the amount of qualified outer Continental

8 Shelf revenues that would be paid under subsection

9 (a)(1)(A)—

10 “ (A) the Secretary shall reduce the amount

11  of qualified outer Continental Shelf revenues

12 provided to each recipient on a pro rata basis;

13 and

14 “ (B) any remainder of the qualified outer

15 Continental Shelf revenues shall revert to the

16 general fund of the Treasury.” .

17 SEC. 5. EFFECTIVE DATE.

18 This Act and the amendments made by this Act take

19 effect on October 1, 2 0 1 3 .

O

15
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B I P A R T I S A N  P O L I C Y  C E N T E R

Revenue Sharing 101

P o s te d  on:

Friday, A ugust 16, 2013
How revenues are allocated under current law and how they could shift if recent 
Con gressio n al proposals are enacted 
By Stu art Her and David Rosner

Revenue sharing has been a popular topic in Congress for years, and especially this summer, as a 
number of proposals have emerged detailing new methods and programs for disbursing revenue 
from energy projects located on federal lands and on the Outer Continental Shelf.

Following a U.S. Senate Committee on Energy and Natural Resources hearing last month to 
consider one such proposal, we, at the BPC Energy Project, discussed the various current sources 
of federal and state revenues from natural resources, and how those revenues are disbursed. In 
this post, we 1) take a closer look at how revenues are both generated and allocated under 
existing law and 2) examine two select, recent legislative proposals that would change the 
allocation framework.

R e v e n u e  A llo c a tio n  f o r  O n s h o r e  F e d e ra l  L a n d s

Oil and Natural Gas

Federal lands are leased to project developers through competitive auctions. If a particular 
auction draws no bids, or if all bids are below $2 per acre, then the lands in question are offered 
for noncompetitive leasing on a first-come, first-served basis.1

Beyond the price determined at auction (referred to as the "bonus bid"), project developers pay 
the federal government both royalties and annual rental fees. The royalty payment is 12.5 percent 
of the value of the oil and/or natural gas produced on the land. The rental fee is $1.50 per acre 
for the first five years of the lease and $2 per acre thereafter.2

Broadly speaking, revenues from oil and natural gas leases are distributed three ways: 50 percent 
to the states in which the projects are located,3 40 percent to the U.S. Treasury's Reclamation 
Fund, and the remainder to the Treasury's General Fund.4'5

Coal

In general, coal leasing follows a competitive bidding process similar to that for oil and natural 
gas. The Bureau of Land Management (BLM) solicits bids on eligible tracts of land and announces 
the winning bid contingent on the satisfaction of other lessee requirements.6 The winning bid must



also exceed the fair market value of the tract(s), which BLM determines prior to the lease sale and 
keeps confidential.7

As with oil and gas leases, royalty and rental payments must also be made in addition to the 
bonus bid determined at auction. The royalty rate is 12.5 percent of the value of surface-mined 
coal and 8 percent of the value of coal mined by underground methods. The rental fee is $3 per 
acre.8

Disbursement of coal revenues follows the same structure specified by the MLA for oil and gas: 50 
percent to the states in which the projects are located, 40 percent to the U.S. Treasury's 
Reclamation Fund, and the remainder to the Treasury's General Fund.9

Geothermal

Permitting for geothermal projects is also similar to that for oil and gas, employing both 
competitive and non-competitive leasing processes (where the non-competitive process comes 
into effect when lands are not successfully leased in a competitive manner).10 Lessees are also 
required to make rental and royalty payments. For competitive leases, the rental fee is $2 per 
acre for the first year and then $3 per acre for the next nine years, while for non-competitive 
leases, the rate is $1 per acre for the first ten years. In both cases, the rental rate increases to $5 
per acre after the tenth year. When geothermal steam is used to produce electricity, royalty rates 
are about 1.75 percent of gross sales for the first 10 years and then approximately 3.5 percent 
after that.11

Pursuant to the Energy Policy Act of 2005, geothermal revenues are shared between states (50 
percent), counties (25 percent), and the federal government (25 percent).12

Wind and Solar

Under the Federal Land Policy and Management Act of 1976, project developers looking to site 
wind and solar projects on federal lands must seek a right-of-way from one of two managing 
agencies—either BLM or the U.S. Forest Service, depending on the location of the proposed 
project. Right-of-way applications are processed on a first-come, first-served basis and not 
through a competitive leasing process, like those described above.13 The right-of-way holder is 
also generally required to pay fair market value for use of the land, and under current law 100 
percent of the revenues are retained by the federal government. The Forest Service's 
corresponding process—resulting in the issuance of "special use" permits14 —has its own unique 
features, although many of its elements are similar to BLM's.15

R e v e n u e  A llo c a tio n  o n  t h e  O u te r  C o n t in e n ta l  S h e lf

The Submerged Lands Act of 1953 provides states with the rights to the natural resources (and 
associated revenues) of submerged lands within 3 nautical miles of their coasts. For Texas and 
the western coast of Florida, this jurisdiction extends 9 miles.16 Beyond states'jurisdiction, 
submerged lands are administered by the federal government for 200 nautical miles (and 
sometimes more), in accordance with accepted international law.17 These lands are commonly 
referred to as the Outer Continental Shelf (OCS). On behalf of the federal government, the Bureau 
of Ocean Energy Management (BOEM) is responsible for oil, gas, and other mineral leasing within 
this territory.18



Oil and Natural Gas

Oil and gas revenue sharing with states is dictated primarily by two laws: the Outer Continental 
Shelf Lands Act (OCSLA) and the Gulf of Mexico Energy Security Act (GOMESA) of 2006. OCLSA is 
concerned with leases located just past states' coastal boundaries within the first 3 nautical miles 
of federal jurisdiction—also known as the "8(g) zone."19 The 1986 OCS Lands Act Amendments 
require that 27 percent of revenues from federal leases in the 8(g) zone be shared with the 
affected states. For certain other OCS leases, GOMESA stipulates that 37.5 percent of all revenues 
be shared with the four Gulf States—Alabama, Louisiana, Mississippi, and Texas—and their coastal 
political subdivisions (CPS's). GOMESA also requires that 12.5 percent of such revenues be 
allocated to the Land and Water Conservation Fund (LWCF), which helps states and local 
governments with recreation and conservation goals. A second phase of revenue sharing is 
initiated under GOMESA beginning in Fiscal Year 2017. For Fiscal Years 2016 through 2055, a 
$500 million per-year cap is placed on the revenue allocated to states, their CPS's, and the LWCF, 
though the cap does not apply to areas associated with GOMESA's first phase.20'21

Wind

EPACT05 amended OCSLA to address offshore wind development on federal lands. Although final 
authority over development rests with the Secretary of the Interior, BOEM is responsible for 
evaluating wind energy projects on the OCS.

EPACT05 also directs BOEM to share 27 percent of offshore wind revenues with affected states. A 
final rulemaking issued by the Department of the Interior in 2009 provides specifics on the 
method of allocation, based on the projects' locations, states' coastlines, and states' coastal 
boundaries. Under this framework, it is possible that multiple states may share the revenues from 
a single project.22

R e c e n t  S e le c t  R e v e n u e  S h a r in g  L e g is la tio n

In February 2013, Senator Jon Tester (D-MT) reintroduced The Public Land Renewable Energy 
Development Act of 2013 (S. 279), which proposes to make the process for onshore federal solar 
and wind permitting more like that for oil, natural gas, and geothermal. The bill received 
bipartisan support from 7 cosponsors,23 and would establish a competitive process (first through a 
pilot program) to lease eligible wind and solar sites to qualified bidders. It would also create a 
"Renewable Energy Resource Conservation Fund"24 within the Treasury to offset the impacts of 
renewable energy development on communities.

Under the proposed bill, 35 percent of solar and wind revenues would be deposited into the 
conservation fund, 15 percent would be used to aid BLM in renewable permit processing, and the 
remainder would be shared among the states and counties within which the projects are located 
(25 percent each).

In July 2013, Senator Lisa Murkowski (R-AK) introduced the Fixing America's Inequities with 
Revenues Act of 2013 (the FAIR Act of 2013) with 3 Democratic cosponsors.25 The bill includes 
provisions that apply to both onshore and offshore energy production on federal lands. For 
onshore lands, half of the revenues from renewable energy production would be shared with 
states, as is currently done for oil, gas, coal, and geothermal. For offshore lands, 37.5 percent of 
revenues from all sources -  both fossil and renewable - would be shared with states. The FAIR



Act would also gradually lift GOMESA's $500 million per-year cap on revenue sharing and 
accelerate the commencement of its second phase from 2017 to 2013.26

For renewable energy projects, the FAIR Act is similar to S. 279 in that it increases the proportion 
of revenues from onshore renewable energy development that would be shared with states. 
However, the FAIR Act is broader in scope - addressing multiple energy sources as well as 
offshore production -  while S. 279 includes provisions to more specifically direct the federal 
government's share of funds.

How R ev en u es from  E nergy P roduction  on F edera l Lands Are A llocated
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'Adam Vann, U.S. Congressional Research Service, Energy Projects on Federal Lands: Leasing and 
Authorization, February 2012, http://www.fas.org/sQD/crs/misc/R40806.pdf.
2 Ibid.
3 Two percent of the states' share (1 percent of the total) is retained by the Treasury to cover the
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10Timothee Neron-Bancel, Geothermal Energy Association, Geothermal Revenue Under the Energy 
Policy Act of 2005: Income Distribution at Federal, State, and County Levels, December 2008, 
http://qeo-
enerqv.org/reports/Geothermal Revenue Under the Energy Policy Act of 2005 Final.pdf. 
“ GAO, Leasable Minerals, see note 4.
12 Neron-Bancel, see note 10.
13 A final rule published by BLM on April 30, 2013 allows it to temporarily "segregate" lands in a 
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Tom Udall (D-NM). See the Library of Congress at http://thomas.loc.aov/cai- 
bin/bdauerv/z?dll3:S.279:(a)@@P. A companion bill -  H.R. 596, also receiving bipartisan support 
-  was introduced on February 8, 2013 by Representative Paul Gosar of Arizona.24 Per language in the proposed bill, this fund would be established for the purposes of"(i) 
addressing and offsetting the impacts of wind or solar development on Federal land...; (ii) securing 
recreational access to Federal land through an easement, right-of-way, or fee title acquisition 
from willing sellers for the purpose of providing enhanced public access to existing Federal land 
that is inaccessible or significantly restricted; and (iii) carrying out activities authorized under the 
Land and Water Conservation Fund Act of 1965..." See the Library of Congress at 
http://thomas.loc.aov/cai-bin/auerv/z?cll3:S.279.IS:/.
25 As of August 9, 2013, these cosponsors are Senators Mark Begich (D-AK), Heidi Heitkamp (D- 
ND), and Mary Landrieu (D-LA). See the Library of Congress at http://thomas.loc.gov/cai- 
bin/bdauerv/z?dll3:S.1273:@@@P,
26 Website of Senator Mary Landrieu (D-LA), "Senate Committee Holds Hearing on Landrieu FAIR 
Act | Mary Landrieu | U.S. Senator for Louisiana," accessed August 5, 2013,
http://www.landrieu.senate.aov/?p = press release&id = 3885.27 Federal government revenues are directed to various end use activities. Specifically, revenues 
are directed to the Conservation Fund, the Reclamation Fund, the Land and Water Conservation 
Fund, as well as to the General Fund, and in some cases to a combination of these funds. In many 
cases, certain revenues are then disbursed back to states to fund land acquisition projects, 
maintenance and creation of recreation areas, and irrigation projects, among others. See the legal 
authorities mentioned in the text and the related federal regulations.
28 Offshore oil and gas revenue allocations vary depending on the location of the lease sale area, 
whether or not the lease is within 3 nautical miles of the seaward boundary of a coastal state, and 
the date that the lease was issued. See the legal authorities mentioned in the text and the related 
federal regulations.
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